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76T]En CONGPESS HOUSE OF REPRESENTATIVES N~o.72 

SOCIAL SECURITY ACT AMENDMENTS OF 1939 

JUNE 2, 1939.-Comhmitted to the Committee of the Whole House on the state 
of the Union and ordered to be printed 

Mr. DOUGHTON, from the Committee on Ways and Means, submitted 

the following 

REPORT 

[To accompany H. R. 66351 

The Committee on 'Ways and Means, to whom was referred the bill 
(H. R. 6635) to amend the Social Security Act, and for other purposes,
having considered the same, report favorably thereon without amend­
ment and recommend that the bill do pass. 

GENERAL STATEMENT 

DIVISIONS OF THE BILL 

This bill amends the Social Security Act and certain sections of sub-
chapters A and B of chapter 9 of the Internal Revenue Code (for­
merly titles VIII and IX of the Social Security Act).

The bill is divided into nine titles: 
Title I-Amendments to title I of the Social Security Act (grants to 

States for old-age assistance).
Title 1I-Amendments to title II of the Social Security Act (Federal

old-age benefits).
Title III-Amendments to title III of the Social Security Act (grants 

to States for Unemployment Compensation Administration).
Title IV-Amendments to title IV of the Social Security Act (grants 

to States for aid to dependent children).
Title V-Amendments to title V of the Social Security Act (grants to 

States for maternal and child 'welfare, etc.).
Title VI-Amendments to the Internal Revenue Code (provisions

formerly in titles VIII and IX of the Social Security Act).
Title VII-Amendments to title X of the Social Security Act -(grants 

to States for aid to the blind).
Title VIII-Amendments to title XI of the Social Security Act (gen­

eral provisions).
Title IX-Miscellaneous amendments. 

162890-39----1 
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SUMMARY OF PRINCIPAL CONTENTS OF BILL 

TAXES 

1. The old-age insurance tax has been frozen at 1 percent on the 
worker -and 1 percent on the eniployer for the 3 years 1940, 194 1, and 
1942 as against the 1k2-percent rates on each under thie present act. 
This will save employers and workers about $275,000,000 in 1940, or a 
total of $825,000,000 in the 3 years. 

2. Provision is made so that the States may reduce their unemploy­
ment-insurance contributions if a certain reserve fund has been at­
tained and minimum benefit standards have been provided. All 
except about five States will be able to take advantage of this change 
during 1940. This may save employers from $200,000,000 to 
$250,000,000 during 1940 if the States reduce their contribution rates 
from an average of 2.7 to 2 percent. 

3. Only the first $3,000. an employer pays an employee for a year 
is taxed under the unemployment-compensation provisions. This is 
already the case in old-age insurance. This will save employers 
about $65,000,000 a year. 

4. Provision is made for refunds and abatements to employers who 
paid 'their 1936, 1937, and 1938 unemployment-compansation con­
tributions late to the States. This will save employers about 
$15,000,000. 

5. Thus the savings above mentioned, through 1940, may aggregate 
some $580,000,000. ln addition, such savings for the ensuing 2 
yea~rs may amouint to. approximately $1,130,000,000. This represents 
total savings of approximately $1,7 10,000,000. 

BENEFITS 

The old-age insurance benefits have been liberalized, benefits pro­
vided for aged wives, and for widows, children, and aged dependent 

arents, and the date for beginning monthly benefit payments has 
Eeen advanced to January 1, 1940. About $1,755,000,000 in benefits 
is estimated to be disbursed during 1940-44, or about $1,200,000,000 
above what it is estimated would be spent under existing law during 
these 5 years. 

The total cost of these benefits over the next 45 years will be about 
the same as the cost of the present benefits would be during that period
of time. Of course, the cost in the early years will be more but the 
cost in the later years will be less. 

COVERAGE 

1. Certain services, including services for agricultural and horti­
cultural associations, voluntary employees' beneficiary associations, 
local or ritualistic services for fraternal beneficiary societies, and 
services of employees earning nominal amounts (less than $45 per 
quarter) of nonprofit institutions exempt from income tax, are ex­
emnpted from old-age insurance and unemployment compensation in 
order to eliminate the nuisance cases of inconsequential tax payments. 

2. The term "agricultural labor" is defined so as to clarify its 
meaning and to extend the exemption to certain types of service 
which,, although not at present exempt, are an integral part of farming 
activities. 
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3. About 1,100,000 additional persons (seamen, bank employees, 
and employed persons age 65 and over) are brought under the old-age 
insurance system and about 200,000 under unemployment insurance 
(chiefly bank employees). 

VOCATIONAL REHABILITATION 

Provision is made for a $1,000,000-per-year increase in the author­
ization for Federal grants to the States for vocational rehabilitation 
work. This will increase the present Federal authorization from 
$1,938,000 to $2,938,000. 

ADMINISTRATION 

1. A Federal old-age and survivor insurance trust fund is created 
for safeguarding the insurance benefit funds. The Secretary of the 
Treasury, the Secretary of Labor, and the Chairman of the Social 
Security Board are made trustees of this fund. 

2. Provision is made to restrict the use of information concerning 
recipients of State old-age assistance (particularly the ir names and 
addresses) to purposes directly connected with the administration of 
old-age assistance. This is designed to prevent the use of such infor­
mation for political and commercial purposes. 

3. Other amendments are recommended to simplify and clarify 
administration of the law. 

HISTORY OF LEGISLATION 

The Social Security Act became law on August 14, 1935, after many 
months of deliberation in Congress. The bill was passed by an over­
whelming majority in both the House and the Senate, the votes being 
372 to 33 and 77 to 6, respectively. The insurance provisions of the 
act (substantially as reported out by this committee) were upheld by 
the United States Supreme Court in the cases of Steward Machine Co. 
v. Davis (301 U. S. 548); Jielvering v. Davis (301 U. S. 619); and 
Carmichaelv. Southern Coal Co. (301 U. S. 495). 

The enactment of the Social Security Act marked a new era, the 
Federal Government accepting, for the first time, responsibility for 
providing a systematic program of protection against economic and 
social hazards. Though admittedly not perfect or all inclusive 
the Social Security Act did embrace the broadest program for social 
security ever launched at one time by any government. 

Relieving and reducing dependency.-The Social Security Act 
aimed to attack the problem of insecurity upon two' fronts: First, 
by providing safeguards designed to reduce future dependency, and 
second, by improving the methods of relieving existing needs. The 
first objective was promoted by providing a Federal systemi of old-
age insurance and by granting Federal aid to State-administered 
programs of unemployment compensation; the second objective was 
promoted by providing Federal grants to State programs of aid 
to the needy aged, aid to dependent children, and aid to the needy 
blind. Funds were also provided to stimulate development and 
extension-of various health and Welfare services. 

Public assistance.-Underthe Social Security Act, great progress has 
already been made. As a result of the Federal aid provided in the 
Social Security Act, the States were enabled to extend their assistance 
programs to the needy aged, dependent children, and the needy blind. 
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All the States, the District of Columbia, Alaska, and Hawaii now have 
approved plans for old-age assistance and receive Federal funds to sup­
plement their contributions. Forty States, the District of Columbia,
and Hawaii participate in the Federal-State program for aid to de­
pendent children, and an equal number are receiving Federal grants

for aid to the needy blind. Some 2,500,000 needy individuals are 
now receivi.ng regular cash assistance under these cooperative Federal-
State programs. From tbe beginning of the system through March 
1939, over $1,177,000,000 of Federal, State, and local funds have been 
spent in States with plans approved by the Social Security Board. 
During the calendar year 1938 the total Federal, State, and local ex­
penditures were over $495,000,000, of which $391,000,000 was for old-
age assistance, $93,000,000 for aid to dependent children, and 
$11,000,000 for aid to the blind. 

Unemployment compensation.-The incentives provided in the Social 
Security Act stimulated rapid passag6 of State unemployment com­
pensation laws. Before the act was passed, only 1 State, Wisconsin, 

ad a oigsystem of unemployment insurance; now all the 48 States 
-and Alaosika, Hawaii, and the District of Columbia have approved
laws. Benefits are already being paid to unemployed covered workers 
umder all but 2 of these laws; the last 2 States (Illinois and Mon­
tana) will start benefit payments on July 1 of this year. More than 
27,500,000 workers are covered by these laws and about 3,800,000
temporarily unemployed workers received benefits amounting to 
nearly $400,000,000 during the year 1938. In addition, about 
$145,000,000 has been paid to unemployed workers during the first 
4 months of 1939. 

Old-age insurance.-The full effect of the Federal old-age insurance 
program will not be felt until monthly benefits begin to be paid. In 
the meantime, however, the Social Security Board has established 
wage-record accounts for nearly 44,000,000 persons, of whom more 
than 32,000,000 have already had wages reported in either 1937 or 
1938, thus enabling these individuals to build up rights to protection
for themselves and their dependents upon a sound basis. In addition,
lump-sum benefits, amounting to 3Y2 percent of accumulated covered 
earnings, totaling about $17,200,000, have been paid up to April 30,
1939, to or on behalf of nearly 345,000 who reached age 65 or died. 

Revision of Social Security Act.-Tremendous as is the scope of this 
program, it was recognized from the beginning that changes would 
have to be made as experience and study indicated lines of revision 
and improvement. Congress, therefore, expressly provided in the 
Social Security Act that the Social Security Board should study aid 
make recommendations as to methods of providing more effective 
economic security. 

Further to facilitate necessary revision, an Advisory Council on 
Social Security was created in May 1937. It was composed of out­
standing citizens representing employers, employees, and the public.
The Advisory Council spent more than a year in study and delibera­
tion and transmitted its final report and recommendations on De­
cember 19, 1938. 

The recommendations of the Social Security Board, based upon
3 years of intensive study, were submitted to the President of the 
United States on December 30, 1938. The President transmitted the 
Board's report to Congress, with a special message on January 16, 
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1939. The President's message and the Board's report were then 
referred to this committee. 

The committee held extended public hearings on these recommenda­
tions and alternative proposals relating to social security, including 
more than 90 bills introduced in the House. These hearings lasted 
from February 1 to April 7, during which period the committee sat 
48 days and took 2,500 pages of testimony. Among the 164 indi­
viduals who testified in person there were 3 Senators, 41 Congress­
men, 14 Government officials (Federal and State), 21 labor repre­
sentatives, 27 employer representatives, 16 economists, and 42 others, 
representing themselves or various organized groups of citizens. 
Many of these witnesses filed supplementary statements for the record. 
Some twenty or thirty other statements from individuals unable to 
appear before the committee in person were also placed in the record. 

Since the conclusion of the public hearings these various proposals 
have received the constant attention of the committee. Executive 
sessions have been held over a period of 6 weeks. The committee has 
realized the importance of this subject and has taken seriously its 
responsibility to recommend to Congress the best possible legislation 
for supplementing and improving our system of social security. The 
committee therefore recommends immediate enactment of this bill. 

GENERAL PURPOSE AND SCOPE OF AMENDMENTS 

The present bill aims to strengthen and extend the principles and 
objectives of the Social Security Act. The foundations of a perma­
nent program have been laid and it seems wise to build upon the 
present structure. 

Old-age insurance, unemployment compensation, and public assist.­
ance are now accepted as permanent in our fabric of social services. 
The present bill is designed to widen the scope and to improve the 
adequacy and the administration of these programs without altering 
their essential features. Benefits will continue to be payable as a 
matter of right to workers covered by the insurance programs; aid will 
continue to be related to need under the assistance programs. 

FEDERAL OLD-AGE AND SURVIVOR INSURANCE BENEFITS 

The number of aged persons in our population is steadily growing. 
In 1900 there were only 3,080,000 persons 65 and over, representing 4.1 
percent of the population. This figure reached 6,634,000, or 5.4 
percent, in 1930, and it is estimated there are about 8,200,000, or 6.3 
percent, at the present time. Recent estimates indicate that by 1980 
we may have over 22,000,000 persons aged 65 and over, representing 
14 to 16 percent of the total population. Recognizing these facts, it is 
possible to foresee that we shall have a growing number of aged persons 
for whom some provision must be made. This has been the experience 
of all industrial countries. 

In the course of its study of the problem, the committee has become 
increasingly impressed by the need to revise thie existing old,-age 
insurance program in the direction of fitting the structure of benefits 
-moreclosely to the basic needs of our people, now and in the future. 
With limited funds available for this type of insurance protection in­
dividual savings and other resources must continue to be the chief 
reliance for security. As a means of affording basic protection, how­
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ever, the existing system can be much improved. With the advan­
tage of more than 3 years of study and experience since the passage 
of the act, and with a greatly enhanced public understanding of the 
method of social insurance, the time seems ripe for the revision of the 
program to afford more adequate protection to more of our people. 
Under the present old-age insurance system monthly benefits would 
not begin until 1942; for a considerable number of years thereafter 
benefits would remain small and wouldl in many cases have to be sup­
plemented by old-age assistance. Such assistance, based on individual 
need, is also necessary for those already old, and will continue to be 
necessary for groups outside the insurance system. For insured groups, 
however, it is both desirable and possible to provide immediately more 
adequate protection within the framework of the contributory system. 

Old-age insurance is designed to prevent future old-age dependency; 
old-age assistance is designed to relieve existing needs. A contribu­
tory system of old-age insurance keeps the cost of old-age assistance 
from becoming excessive and assures support for the aged as an earned 
right. If the contributory system is strengthened and liberalized, the 
cost of old-age assistance for uncovered groups will not increase so 
rapidly in future years when the proportion of aged in the population 
will be much higher than at present. 

It is essential then that the contributory basis of our old-age insur­
ance system be strengthened and not weakened. Contributory in­
surance is the best-known method of preventing dependency in old 
age by enabling wage earners to provide during their working years 
for their support after their retirement. By relating benefits to con­
tributions or earnings, contributory old-age insurance preserves 
individual thrift and incentive; by granting benefits as a matter of 
right it preserves individual dignity. Contributory insurance there­
fore strengthens democratic principles and avoids paternalistic 
methods of providing old-age security. Moreover, a contributory 
basis facilitates the financing of a social-insurance scheme and is a 
safeguard against excessive liberalization of benefits as well as a pro­
tection agqinst reduction of benefits. 

The contributory method in social insurance is no innovation. It 
had its beginning several hundred years ago in several countries when 
small groups of workmen banded together in mutual-benefit societies 
to build up group protection against unforeseen contingencies. These 
early friendly societies developed the insurance method of protection 
which, by a gradual process of evolution, led to modern social insur­
ance with the Government entering to strengthen cooperative thrift 
and mutual protection. The contributory method of social insur­
ance has stood the test of timne and experience. Proof of this is the 
fact that no country which has once adopted a system of contributory 
social insurance has ever abandoned it. Many foreign countries, 
as does the United States, supplement their contributory scheme with 
a noncontributory pension scheme based on individual need, but no 
country has ever given uip the former system in favor of the latter. 

Under the present old-age insurance system only taxes have been 
payable since 1937, while monthly benefits are not payable until 

January 1, 1942. So long as only taxes are payable and monthly 
benefits are postponed, the general public is under a misapprehension 
as to the financial operations of the plan and lacks a concrete demon­
stration of the effectiveness of the plan in providing protection. The 
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recommendations of this committee with respect to the old-age insur­
ance plan, it is hoped, will help to improve the understanding of the 
aims of a contributory social-insurance plan. 

Providingmore effective benefits.-The basic problem confronting the 
committee was how to provide more adequate and effective benefits, 
particularly in the early years of operation, without increasing the 
future cost of the old-age insurance system. The committee has 
solved this problem in two principal ways, as follows: 

1. Monthly benefits to wives, children, widows, orphans, and sur­
viving dependent parents are substituted for the present 3%-percent 
lump sums payable to the estates of deceased workers. 

2. The benefits of both single and married persons retiring in the 
early years are increased but the benefits of single persons with high 
earnings retiring years hence are reduced somewhat. However, the 
benefits proposed for single persons are higher than could be purchased 
with the employee's own contributions, except possibly in a very 
few extreme cases. 

In other words, the effect of these changes will be to provide for 
larger benefits in the early years than under the present law and larger 
than could be purchased by an insured worker from a private insur­
ance company with the amount he has paid the Government. This 
is particularly true in the case of married persons. However, this 
does not mean that unmarried persons who will contribute for many 
years will receive less protection from the Government than they 
could purchase from a private insurance company with their own 
contributions. It does mean, however, that a larger proportion of 
the employer's contributions are used to pay benefits to those retiring 
in the early years, particularly married persons. 

Thus, various changes made by the committee are designed to 
afford more adequate protection to the family as a unit. The present 
law provides for only two general types of benefits, (1) monthly old-
age benefits to qualified individuals and (2) lump-sum payments to 
nonqualified individuals and upon death. The present law is, there­
fore, limited in its scope in that it does not provide current monthly 
benefits to the surviving wife of an aged annuitant, nor to the surviv­
ing widow with dependent children. The payment of these survivor­
ship benefits and supplements for the wife of an annuitant are more 
in keeping with the principle of social insurance than the 3Y2-percent 
lump-sum payments now provided. Under a social-insurance plan 
the primary purpose is to pay benefits in accordance with the probable 
needs of the beneficiaries rather than to make payments to tbe estate 
of a deceased person regardless of whether or not he leaves dependents. 
There is ample precedent for such provision, since 15 out of 22 old-
age insurance systems of foreign countries make provision for survivor 
benefits. 

Cost of more adequate benefits.-Tbe net effect of the changes is that 
the annual cost of the benefits payable in the early years will be 
greater, the annual cost of the benefits payable in the later years 
will be less, and the average annual cost over the next 40 years, as 
testified to by the Chairman of the Social Security Board, will be 
about the same as under the present- system. A more detailed ex­
planation of the cost figures will be found on pages 15-17. 



8 SOCIAL SECURITY ACT AMENDMENTS OF 1939 

TABLE I.-Comparison of benefit payments under present Federal old-age insur­
ance plan and -underrevised plan on the basis of the intermediate retirement rate 
estimates 

Calendar year Present Revised plan Additional
title II expenditure 

1940 -------------------------------------------- ------- $46,000,000 $88,000,000 $42,000,000
1941 ---------------------------------------------------- 42,000,000 211,000, 000 169,000,000 
1942 ---------------------------------------------------- 092,000, 000 310,000,000 258,000,000 
1943---------------------------------------------------- 150,000,000 108,000,000 358,000,000 
1944---------------------------------------------------- 221.000,000 508,000,000 377,000,000
1945 --------------------------------------------------- 290,000,000 713.000,000 423,000,000 
1946---------------------------------------------------- 403,000,000 811,000,000 452,000,000 
1947----------------------------------------------------1501, 000.000 907,000,000 490,000,000 
1948_ -------------------------------------------------- 615, 000,000 1, 134, 000, 000 510,000,000 
1949---------------------------------------------------- 725,000,000 1. 201, 000,000 540,000.000 
1920---------------------------------------------------- 834,000,000 1,381,000,000 651,000.000 
1951----------------------------------------------------0971, 000, 000 1,1523,000, 000 552,000,000 
1952---------------------------------------------------1, 078.000.000 1, 621.000,000 543,000,000 
1953---------------------------------------------------1,1193, 000,000 1, 7t9, ooo, 000 526,000,000 
1914--------------------------------------------------- 1,338, 000.000 1,643,000,000 101,000,000 

Toetal 1940-14, Inclusive -------------------------------- 8, 4C9, 000, 000 14, 814.000,000 6,311,000,000 

Before beginning a more detailed explanation of the revised benefit 
provisions, the following summary presents a brief outline of the new 
benefit plan. 

SUMMARY OUTLINE OF BENEFIT PROVISIONS UNDER THE REVISED 
FEDERAL OLD-AGE AND SURVIVOR INSURANCE PLAN 

EFFECTIVE DATE-JANUARY 1, 1940 

OLD-AGE RETIREMENT BENEFITS 

1. Old-age benefit .- Each fully insured individual who has reached 
the age of 65 is eligible to receive a monthly primary (old-age) insur­
ance benefit determined as follows: 

(a) A basic amount comptlted by applying: 40 percent of average 
monthly wages, up to the first $50, plus 10 percent of average monthly 
wages inexcess of $50. 

(b) Such amount to be increased 1 percent for each year of coverage 
($200 or more wages). 

2. Supplement for wnfe.-In addition, the wife, age 65 and over, 
of an individual entitled to primary insurance benefits, if she is living 
with such individual, is eligible for a supplement which, when added 
to her primary insurance benefit, if any, equals one-half of a primary 
old-age insurance benefit of her husband. 

3. Supplement for children.-Inaddition each unmarried dependent 
child, under age 18, of an individual entitled to primary insurance 
benefits, is eligible for a supplement of one-half of a primary insur­
ance benefit of the parent. 

SURVIVOR BENEFITS 

1. Widows' old-age insurance benefits.-A widow of a fully insured 
individual, who has attained age 65 and who was living with such 
individual when he died, is eligible for a monthly benefit which when 
added to her primary insurance benefit, if any, is equal to three-
fourths of a primary insurance benefit of her husband. 

2. Orphans'monthly insurancee benefits.-A fully or currently insured 
individual's unmarried dependent orphan under age 18 is eligible for 
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an orphan's benefit equal to one-half of a primary insurance benefit 
of the parent. 

3. Current monthly insurance benefit to widow with children.-A 
widow, regardless of age, of a fully or currently insured individual, 
who was living with such individual when he died, and has in her care 
one or more children entitled to child's benefits receives a monthly 
benefit which, when added to her primary insurance benefit, if any,
is equal to three-fourths of his primary insurance benefit. 

4. Parents'insurancebenefits.-A parent of a fully insured individual 
who dies leaving no widow and no unmarried child under age 18, if 
such parent has attained age 65, has not married since the fully insured 
individual's death, and was wholly dependent upon such individual 
at the time of such death, is eligible for a monthly benefit which, when 
added to the parent's other monthly benefits, if any, is equal to one-
half of the primary insurance benefit of such fully insured individual. 

5. Lump-sum deathpayment.- Upon the death of a fully or currently 
insured individual, leaving no one immediately entitled to a monthly 
benefit, a lump sum equal to six times the monthly primary insurance 
benefit is payable to a surviving close relative, or if no close relative, 
the person assuming responsibility for the funeral expenses of the 
deceased to the extent of his actual disbursements. 

MINIMUM AND MAXIMUM BENEFITS 

The minimum benefit payable shall be not less than $10 per month. 
The maximum benefit or benefits payable shall be not more than 
double the primary insurance benefit, 80 percent of average wages, or 
$85, whichever is the smallest. 

EFFECTIVE~DATE 

The first major change proposed is to advance the date for beginning 
the payment of monthly old-age insurance benefits from January 1, 
1942, to January 1, 1940. From an administrative standpoint such 
an amendment is entirely practicable since the maintenance of wage 
records is already functioning successfully. Personnel has been trained 
and experience has been acquired in all phases of the program. 
Approximately 44,000,000 account numbers have been assigned, and 
the individual account for each worker set up by the Social Security 
Board. Furthermore, a network of over 300 field offices has been 
set up and is functioning. These offices have already handled over 
360,000 claims for lump-sum benefits. The experience obtained in 
adjudicating these claims indicates that the necessary groundwork has 
been laid to permit the payment of monthly benefits in 1940. The 
payment of monthly benefits in 1940 is in keeping with -the experience 
under the social insurance laws of Great Britain, Czechoslovakia, and 
Germany where old-age insurance benefits were paid within 2 years 
after contributions first began. 

LIBERALIZED AMOUNTS 

xThe second major change proposed is the liberalization of benefits 
to insured workers retiring in the early years of the system. This 
liberalization is effected by two important changes. First, the 
benefit base is changed from total accumulated wages to average 
wages; second, supplementary benefits are provided in' those cases 
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where the annuitant has an aged wife (as well as in the rare cases 
where there are dependent children). Under the present law the 
average monthly old-age insurance benefit payments in 1942 were 
originally estimated at about $17.50 per month. Under the revised 
plan the average for single individuals will be about $25.85 and for 
an eligible husband and wife about $38.78 per month. Table 2 shows 
illustrative monthly old-age insurance benefits under the present plan 
and under the revised plan. 

TABLE 2.-Illustrative monthly old-age insurance benefits under present plan and 
under revised plan I 

Revised plan Revised plan 
Present _ _ _ _ _ _ _ _ __ Present _ _ _ _ _ _ _ _ _ _ 

pln Single IMarried 2 pln Single IMarried 2 

Average monthly wage of $20 Average monthly wage of $100 

Years of coverage:
3------------- (5) $20. 60 $30. 90 (3) $25. 75 $38.63 

5- ----------------------- $15.00 21.00 31.50 $17.50 26.21 39.38 
10 ------------------------ 17.50 22.00 33. 00 22.50 27.50 41.25 
20------------------------ 22.50 24.00 16.00 32.50 10. 00 45.00
30 ------------------------ 27.50 26.00 39.00 42.50 32.50 48.75
40 ------------------------ 32.50 28.00 40.00 51.25 35.00 52.50 

Average monthly wage of $100 Average monthly wage of $2500 

3------------------------ (') $30.90 $46.35 (3) $41.20 $61.50 
5------------------------ $20.00 31.50 47.25 $25.00 42.00 63.00
10------------------------ 27.50 33.00 49.50 37.50 44.00 66.00
20 ------------------------ 42.50 36.00 54.00 56.25 48.00 72.00
20------------------------ 53.75 39.00 58. 50 68.75 52.00 78.00 
40------------------------ 61.25 42.00 63.00 81. 25 50.00 84.00 

I It is assumed, with respect to the revised plan, that an individual earns at least $200 in each year of 
coverage in order to be eligible to receive the 1-percent increment. If this were not the case, the benefit 
would be somewhat lower.
 

I Benefits for a married couple without children where wife is eligible for a supplement.

3Benefits not paid until after 5 years of coverage. 

REVISED BENEFIT FORMULA 

-.- An average wage formula will relate benefits more closely to normal 
wages during productive years. Since the object of social insurance 
is to compensate for wage loss, it is imperative that benefits be 
reasonably related to the wages of the individual. This insures that 
the cost of the benefits will stay within reasonable limits and that the 
system will be flexible enough to meet the wide variations in earnings 
which exist. 

An average wage formula will also have the effect of raising the 
level of benefits payable in the early years of the system, but it will 
reduce future costs by eliminating unwarranted bonuses payable
uinder the present formula to workers in insured employment only a 
few years. These bonuses result from the greater weight now given 
to the first $3,000 of accumulated wages. They are justified, if a total 
wage formula is used, in the case of older and low-paid workers who 
retire in the early years of the system and have not time in which to 
build up substantial benefit rights. In the long run, however, such 
bonuses are unwise and endanger the solvency of the system by per­
mitting disproportionately large benefits to workers who migrate 
between uninsured and insured employments and accumulate only
small earnings in insured employment. 
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In order to relate benefits to length of employment, as well as to 
average wages, a 1 percent increment for each year of covered earnings 
of $200 or more is added to the basic benefit. Thus, the longer a 
worker is in the system the larger will be his benefit. 

Supplementary be'nefits.-Thesupplementary benefit payable an aged 
wife is one-half of the primary insurance benefit of the annuitant. 
(The same amount is payable for each dependent child.) Because 
most wives, in the long run, will build up wage credits on their own 
account, as a rusult of their own employment, these supplementary 
allowances will add but little to the ultimate cost of the system. They 
will, on the other hand, greatly increase the adequacy and equity of 
the system by recognizing that the probable need of a married couple 
is greater than that of a single individual. 

These changes in the benefit pattern are primarily designed to 
increase the adequacy of the system during the early years without 
altering the long-run cost proportions of the existing plan. They are 
niot temporary improvements, however, but represent constructive 
changes, which will increase the adequacy of the Federal old-age 
insurance system. 

SUIRVIVOR ]BENEFITS 

The bill contains a third major change, designed to improve the 
long-run effectiveness of our insurance system. This amendment 
proposes to establish monthly survivor benefits. The Social Secur­
ity Act now provides a certain amount of survivor protection in the 
form of lump-sum payments. These are small and inadequate ine the 
early years of the system and entirely unrelated to the needs of the 
recipients. However, eventually, they will be rather costly and may 
not provide protection where most needed. The new plan will elimi­
nate most lump-sum benefits and will substitute monthly benefits for 
those groups of survivors whose probable need is greatest. These 
groups are widows over 65, widows with children, orphans, and 
dependent parents over 65. The monthly benefits payable to these 
survivors are 'related in size to the deceased individual's past monthly 
benefit or the monthly benefit he would have received on attaining 
age 65. 

In the case of a widow, the monthly benefit is three-fourths of the 
deceased's monthly benefit or prospective benefit. In the case of an 
orphan or dependent parent, it is one-half of the deceased's monthly 
benefit or prospective benefit. 

A monthly benefit will be payable to a parent only if no widow or 
unmarried child under age 18 survived, and only if the parent was 
wholly dependent upon the deceased at time of death. While it 
would thus be necessary for a parent to prove dependency at the 
time of death, once that fact had been established no subsequent 
showing of need would be required. Ample precedent for such pro­
visions is found in the State work-men's compensation laws, which 
constitute the oldest form of social insurance in this country. 

Illustrative benefits are shown in table 3. As has already been' 
stated, these new monthly benefits can be provided without exceed­
ing the eventual costs of the system as now set up, because of the 
reduction in lump-sum death benefits and the future benefits to single 
persons. 
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TABLE 3.-Illustrative monthly survivor benefits I 

One child di W dow One child Widow6 Widow­
orpaenWdw,~ ndoe or parent or andon 

65 or over oovr child 65 or over oovr child 

Average monthly wage of Average monthly wage of 
deceased, $50 deceased, $100 

Years of coverage:
3---------------------------$10. 30 815.45 $25. 75 $12. 88 $19. 31 $32. 19 
5------------------------- 10.50 15.75 26.25 13.13 19.69 32.81 
50------------------------ 11.00 16.50 27. 50 13. 75 20. 63 34. 38 
20 ------------------------ 12.00 18.00 30.00 15.00 22. 50 37.150 
30------------------------ 1J3. 00 19.50 32.150 16.25 24. 38 40. 63 
40 ------------------------ 14.00 21.00 35.00 17.10 26. 25 43. 75 

Average monthly wage of Average monthly wage of 
deceased, $110 deceased, $250 

Years of coverage:
3------------------------ $15.45 $23. 18 $38. 63 $20. 60 $30. 90 $51. 10 
8------------------------- 15. 75 23. 63 39.38 21.00 31.10 52.150 
10 ------------------------ 16.10 24. 75 41. 25 22.00 33.00 15500 
20 ------------------------ 18. 00 27.00 45. 00 24.00 36.00 60.00 
30------------------------ 19.50 29. 25 48.75 26.00 39. 00 63.00 
40 ------------------------ 21.00 31.150 82. 50 28.00 42. 00 70.00 

IIt ia assumed that an individual earns at least $200 in each year of coverage. If this were not the ease, 
the benefit would be somewhat lower. 

Not all lump-sum payments are eliminated under the new plan. 
Upon the death of an insured individual leaving no one immediately 
entitled to a monthly benefit, there will be paid a lump-sum benefit of 
six times the monthly benefit of the deceased. This lump sum will be 
paid to a surviving close relative, or if no close relative exists, then to 
the person assuming the responsibility for the funeral expenses of the 
deceased person to the extent of his actual disbursements. 

Table 4 shows illustrative lump sums payable in these cases. 

TABLE 4. Illustrativelump-sum death payments payable equal to 6 times the primary 
insurance benefit 

Average monthly wages 

$10 $100 $150 $250 

Years of coverage: 
3---------------------------------------------- $123.10 $154.50 $185.40 $247.20 
5----------------------------------------------- 126.00 157.50 189.00 252.00 
10----------------------------------------- 132.00 165.00 158.10 264.00 
20----------------------------------------- 144.00 150.00 216.00 288. 00 
30 ---------------------------------------------- 156.00 195.00 234.00 312.00 
40 ---------------------------------------------- 168.00 210.00 252.00 338.00 

QUALIFYING PROVISIONS 

The amendments provide a revision in the requirements concerning 
the length of time covered and amount of wages that must have 
been earned under the system in order to establish eligibility for 
benefits. 

The revised requirements for benefits are similar in principle to 
those found in the present law but are changed in several respects, 
due to the following reasons: 
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1. Since payment of benefits would be advanced to 1940, the 
number of qualifying years anl(i the amount of wages are reduced in 
the early years. 

2. Since wages after the age of 65 were not counted during 1937, 
1938, and 1939, the qualification provisions are adjusted to permit 
such persons to qualify without undue hardship.

3. The present law permits persons who are in insured employment 
for only a short time to receive very large benefits in comparison to 
their contributions. In order to reduce the cost of paying benefits 
to these persons who shift between insured and uninsured employ­
ment, there have been added provisions to protect the system mn 
future years. 

4. The addition of widows' and orphans' benefits necessitates a 
shorter qualifying period for current insurance protection in the case of 
persons who die without having been employed as long as is required 
to qualify for old-age'insurance benefits. 

"9FULLY INSURED" AND "CURRENTLY INSURED" 

Following is a synopsis of the definition of a "fully insured individ­
ual," and "currently insured individual" as contained in sections 
209 (g) and (h) of the bill: 

A. An individual aged 65 or over on January 1, 1940, is fully insured 
for retirement benefits if he has 2 years of coverage and $600 total 
earnings before retirement (a year of coverage is a year in which $200 
or more was paid for covered employment); 

B. An individual who attains age 65 or dies in one of the years 
1940 to 1945, inclusive, is fully insured with respect to all benefits if 
he has had at least the applicable coverage and earnings as follows: 

Years Total earn- Date Years Total earn-

Date of coy- Tng erg ig 
eraage 

1940-------------------------- 3 $800 1943-------------------------- 4 $1,400 
1941 -------------------------- 3 1.000 1944 ---------- --------------- 5 1,600
1942-------------------------- 4 1,200 19450------------------------- 5 1,800 

C. An individual who attains age 65 or dies in or after 1946 is 
fully insured with respect to all benefits if he has had not less than 
1 year of coverage for each 2 years after 1936 (or the year of attaining 
age 21, if later), plus an additional year, and not less than $2,000 of 
total earnings, subject to a minimum of 5 years of coverage, and in 
any case if he has 15 years of coverage. 

Currently ;ins'ured indiridnal.--An individual who does not meet the 
above requirements is, however, currently insured (i.- e., "widows' and 
orphans' current benefits" are payable) provided that he has had 
earnings of $50 or more in at least 6 of the 12 calendar quarters
immediately preceding the quarter in which he died. 

INDIVIDUAL EQUITY PRESERVED 

The proposed revision, while maintaining a reasonable relationship
between past earnings and future benefits, provides proportionately 
greater protection for the low-wage earner and the short-time wage 
earner than for those more favorably situated. But practically every 
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worker, regardless of his level of wages or of the length of time during 
which he has contributed, would receive more by way of protection 
than he could have purchased from a private insurance company at 
a cost equal to his own contributions. In other words, the system 
recognizes the principle of individual equity, as well as the principle 
of social adequacy. It has been possible to incorporate in the system 
both these aspects of security by utilizing a larger proportion of 
employers' contributions to pay benefits to those retiring in the early 
yvears and to low-wage earners. This is similar to the procedure which 
is followed in private pension plans which recognize that the employer 
must contribute more liberally in behalf of older workers if they are 
to have sufficient income to retire. 

Table 5 shows that under the tax and benefit plan as recommended 
every worker will receive more in protection for at least the next 40 
years than he could purchase from a private insurance company with 
his own contributions. Even in an extreme case of a single person 
earning $250 per month for the next 45 years, the annuity purchasable 
elsewhere would amount to only 30 cents per month more than the $58 
per month such person would be entitled to under the revised plan. 

TABLE 5.-Theoretical monthly annuities purchasable with only employee tax and 
benefits under proposedplan,for single men enteringthe system January1, 1937 1 

Suggested Purchasable Suggse Pucabl 
plan annuity pln annuity 

Level monthly wage of $50 Level monthly wage of $100 

Years ot coverage: 
3----------------------------------------- $20. 60 (2) $25. 75s----------------21. 00 (2) 26.25 
10--------------------22.'00 (2) 27.50 $0. 41 
20 ---------------------------------------- 24.00 $1.55 30. 00 3. 95 
30 ---------------------------------------- 26.00 4.25 32. 50 0.51 
40---------------------------------------- 28.00 8.16 35.00 17. 49
45 ---------------------------------------- 20.00 10. 68 36.25 22. 58 

Level monthly wage of $150 Level monthly wage of $250 

3----------------------------------------- $30.90 (2) $41. 20 (I)
5----------------------------------------- 31.50 (2) 42.00 (I)
10------------------ ---------------------- 33.00 $0.94 44.00 $1.99 
20 ---------------------------------------- 36.00 6.35 48.500 11.14 
30 ---------------------------------------- 39.00 14. 77 52.00 25. 30 
40 ---------------------------------------- 42.00 26. 81 56.00 45.46 
45 ---------------------------------------- 43. 50 34.49 58.00 58.30 

These calculations are based upon the Standard annuity table, at 3 percent interest. Taxes less 10­
percent allowance for expenses are used for thesretic premiums. Part of the taxes are applied to the 
purchase of a death benefit which is identical with that of the suggested plan, and the remainder of the 
taxes are applied to the purchase of a deferred annuity with no death benefit. 

The following assumptions have been made: 
AS regards taxes: A 1-percent tax rate on employer and also on employee through 1942; a 2-percent tax 

rate on each in 1043-45; a 23.j-percent tax rate en each in 1946-48; and a 3-percent tax rate on each in 1949 and 
thereafter. 

As regards benefits: Continuous years of coverage from age at entry to age 65, retirement at age 65; indi­
vidual remains single for his entire lifetime and does not leave a widow, a child under 18, or a dependent 
parent. 

2 Taxes are used up entirely in purchasing the lump-sum death benefit so that no annuity is purchasable. 

FINANCING 

Certain amendments are proposed which affect the financial frame­
work of the old-age insurance system. First, the old-age reserve 
account is changed to a Federal old-age and survivor insurance 
trust fund with the Secretary of the Treasury, the Secretary of Labor, 
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and the Chairman of the Social Security Board, all ex officio, acting 
as a board of trustees. The board of trustees will supervise the fund 
and will report to Congress annually and whenever the trust fund 
becomes unduly small or exceeds three times the highest annual 
expenditure anticipated in the ensuing 5-fiscal-year period. The 
Secretary of the Treasury will serve- as managing trustee of the fund. 
All assets credited to the reserve account as of January 1, 1940, are 
transferred to the trust fund when the reserve account is abolished 
on that date. It is further proposed that an amount equal to the full 
amount of the old-age insurance taxes collected in the future be 
permanently appropriated to the trust fund. Provision is made 
for the administrative costs of the plan to be met from the trust fund. 

The method of investing that portion of the trust fund not needed 
for current claims or administrative purposes will be like that now 
provided in the case of the unemployment trust fund. Instead of a 
minimum 3-percent interest on the investments of the present old-
age reserve account, the Federal old-age and survivor insurance 
trust fund, like the unemployment trust fund, will earn interest at 
the current average rate of interest borne by all outstanding interest-
bearing obligations composing the public debt. At the present time 
the rate of interest being paid to the unemployment trust fund is 
2Y percent. 

The present tax schedule is amended so that the current rate of 1 
percent on employers and 1 percent on employees is continued until 
1943. This postponement in the tax step-up will save employers and 
workers about $275,000,000 for 1940 or a total of $825,000,000 for 
the 3 years 1940, 1941, and 1942. However, no change is made in 
the tax schedule thereafter. The rates will still increase to 2 percent 
in 1943, 2Y2 percent in 1946, and 3 percent in 1949 and thereafter. 

The result of the committee'5 recommendations with respect to 
taxes and benefits on the size of the reserve and the amount of the 
benefit payments is shown in table 6. It should be noted that the 
maximum reserve built up in the period shown will be between seven 
and eight billion dollars. It should also be noted that the size of the 
reserve will conform closely to the recommendation of the Secretary of 
the Treasury of an "eventual reserve amounting to not more than 
three times the highest prospective annual benefits in the ensuing 5 
years."~ 

TABLE 6.-Progress of reserve under the intermediate retirement estimate of benefit 
disbursementswith interestat 2y2 percent. Tax rate at 2 percent until Jan. 1, 1948, 
and thereafterfollowing the present schedule 

[In millions of dollars] 

1940 1941 1942 1943 1944 1945 1950 1955 

Net tax receipts (gross receipts minus admin­
istrative expenses)----------------------- $101 $101 $104 $919 $1,067 $1,078 $1,751 $1,849 

Less benefit payments---------------------- 88 211 350 508 198 713 1,389 1,930 

Net cash receipts, Government-------- 413 294 154 411 469 361 362 -81 
Add interest at 2~j percent ------------------ 41 11 35 66 79 91 153 190 

Total addition to fund --------------------- 454 345 212 477 148 456 511 109 
ruod at end of year----------------------- 1,884 2,229 2,441 2,918 3,466 3,922 6,449 7,712 

NOTE.-Frund at end of 1939 is estimated to be $1,430,000,000. The benefit payments exceed the net 
tax receipts in 1914. 
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It should be clearly understood that the estimates presented are 
subject to a margin of error. Changes in average wages, death rates,
birth rates, the rate of retirement, the proportion of the aged in the 
total population, and shifts between insured and uninsured groups
mlay result in substantial changes in these, figures in the future. It 
is impossible, therefore, to predict accurately the future trends of all 
the factors influencing the long-run aspects of the old-age insurance 
program. The further one projects estimates of future income and 
benefit payments, the greater is the margin of error. Constant study
and frequent revaluations are, therefore, essential for the long-run
financing of our social insurance system. This is one of the reasons 
why the committee has recommnende& that the board of trustees make 
an annual report to Congress on the actuarial status of the system,
and report to Congress whenever the trust fund is unduly small, or 
exceeds three times the highest annual expenditures expected in the 
next 5-fiscal-year period. 

According to the best expert information available to the committee,
the estimates presented here are reasonable approximations of the 
income and outgo of the insurance plan for the next 15 years. The 
actual figures will no doubt vary somewhat from those shown in 
table 6. However, the benefit payments shown, although based 
upon an intermediate estimate as regards rate of retirement, probably 
represent maximum amounts payable under the provisions of the 
bill. A serious downswing in business conditions might increase the 
rate of old-age retirement and decrease the estimated amount of tax 
receipts, but such variations would probably not alter the fact that 
the contributions and interest will cover all benefit payments for the 
next 10 to 15 years. It is only when consideration is given to the 
income and outgo of the system for 40 to 45 years, or even more, that 
it becomes quite impossible to predict the future status of the system.

Table 6 shows that the annual contributions from workers and em­
ployers will probably be sufficient until 1955 to meet all the annual 
benefit payments under the revised plan. If the original actuarial 
assumptions of 1935 prove to be correct, it is possible that benefits 
for all time to come can be financed from the present schedule of. taxes 
and the interest from the fund, even with the recommended postpone­
ment of the tax step-up until 1943. However, upon the basis of addi­
tional data developed since 1935, it would appear that the actuarial 
calculations of 1935 represent a minimum estimate of the future costs. 
Therefore, it is possible that the annual cost of the benefits may begin 
to exceed the annual tax collections about 1955 or even somewhat 
sooner. 

Only after experience has been obtained in paying benefits for sev­
eral years will we have a better picture of the probable future develop­
ment of the system. Even then continual change will be necessary
in the estimates due to the many variable factors which go into making
such estimates. 

In making the changes in the present plan the committee has kept
constantly in mind the fact that, while disbursements for benefits are 
relatively small in the early years of the program, far larger total 
disbursements are inevitable in the future. 

The plan recommended by this committee is designed to safeguard
workers, employers, and the general public. In fact the committee 
believes the revised plan is a much safer one than the present plan. 
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As has already been pointed out, while the annual costs under the 
revised plan are greater in the early years of operation, the future 
annual costs of the benefits when the system reaches maturity are 
materially lower than under the present law and the over-all average 
cost is kept about the same. Consequently, it is believed that there 
is not the same danger as exists in the present benefit schedule, the 
cost of which, while deceptively small in the early years, mounts very 
steeply as the years progress. 

Unforeseen contingencies may, however, change the entire operation 
of the plan. It is important, therefore, that Congress be kept fully 
informed of the probable future obligations being incurred under the 
insurance plan as well as the public-assistance plans. Each generation 
may then meet the situation before it in such manner as it deems best. 

If future annual pay-roll tax collections plus available interest are 
insufficient to meet future annual benefits it will be necessary, in order 
to pay the promised benefits, to increase the pay-roll tax or provide 
for the deficiency out of other general taxes, or do both. Broadening 
the coverage of the system to bring in those persons now excluded 
will not only make the system more effective in providing protection 
but also strengthen its actuarial base by still further eliminating the 
possibility of unearned benefits to the worker who moves from unin­
sured to insured employment. 

COVERAGE 

Four years ago, when the old-age insurance program was being 
planned, it was expected that the act as passed would provide old-age 
security for about half of the gainful workers in the country. It was 
realized, of course, that many workers who might not be insured 
under the act at any one time would later obtain protection by shifting 
into insured occupations. It was generally supposed, however, that 
the group so shifting would be small compared with the great mass of 
workers, who, throughout their working life, would remain continu­
ously either in the insured category or in the uninsured category. 

Operation of the act shows that the extent of migration, temporary 
or permanent, from uninsured to insured employment is far greater 
than was assumed by the President's Committee on Economic 
Security in 1935. As a consequence of the migration, a much larger 
proportion of the total population of the United States will qualify 
under the contributory system for old-age benefits than had been 
expected. 

The most important excluded groups are agricultural labor, domestic 
service, and certain nonprofit organizations; here the committee 
decided unanimously that it would be unwise to remove the exemp­
tions from these three groups at the present time. The present bill 
does, however,, extend old-age insurafice coverage to some 1,100,000 
more workers by removing the exemption of maritime employment, 
wages earned after 65, and certain Federal instrumentalities such as 
national banks and State banks which are members of the Federal 
Reserve System. 

In order to eliminate the nuisance of inconsequential tax payments 
the bill. excludes certain services performed for fraternal benefit 
societies and other nonprofit institutions exempt from income tax, and 

152390-39---2 
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certain other groups. While the earnings of a substantial number of 
persons are excluded by this recommendation, the total amount of 
earnings involved is undoubtedly very small. No estimate is avail­
able of the number of persons or amount of earnings so excluded. The 
intent of tbe amendment is to exclude those persons and those organi­
zations in which the employment is part-time or intermittent and the 
total amount of earnings is only nominal, and the payment of the tax 
is inconsequential and a nuisance. The benefit rights built up are 
also inconsequential. Many of those affected, such as students and 
the secretaries of lodges, will have other employment which will enable 
them to develop insurance benefits. This amendment, therefore, 
should simplify the administration for the worker, the employer, and 
the Government. 

Seven other coverage amendments are proposed. They are as 
follows: 

1. Agriculturallabor.-Thepresent act excludes "agricultural labor" 
from coverage. The hill continues the exemption of agricultural 
labor and defines the term so as to clarify its meaning and to extend 
the meaning to certain services which are an integral part of farming 
activities. These provisions are explained in detail in a subsequent 
part of this report, in connection with the definition of "agricultural 
labor" as defined in section 209 (1) of the bill. 

2. Exclusion of payments to employer welfare plans.-The term, 
"~wages" is aeded so as to exclude from tax payments made by an 
employer on account of a retirement, sickness, or accident-disability
plan, or for medical and hospitalization expenses in connection with 
sickness or accident disability. Dismissal wages which the employer 
is not legally required to make, and payments by an employer of the 
worker's Federal insurance contributions or a contribution required 
of the worker under a State unemployment-compensation law are 
also excluded from tax. This will save employers time and money 
but what is more important is that it will eliminate any reluctance 
on the part of the employer to establish such plans due to the additional 
tax cost. 

3. Definition of "employee."-The bill includes a definition of the 
term "employee" designed to cover salesmen not already covered by 
the act. 

4. State employment.- T he exemption relatiing to employment by 
State instrumentalities is so defined as to apply only to an ins tru­
mentality wholly owned by the State or political subdivision, or tax 
exempt under the Constitution. 

5. Foreign government8.-Provision is made for the exemption of 
foreign governments, and their instrumentalities under certain con­
ditions, from the old-age-insurance'taxes. 

6. Family employment.-Service performed by an individual for his 
son, daughter, wife, or husband, and service by a child under 21 for 
his parent, is excluded so as to make the old-age-insurance coverage 
identical in this respect with unemployment compensation coverage. 

7. Included and excluded services.-The law is changed with respect 
to services of an employee performing both included and excluded 
employment for the same employer so that the services which 
predominate in a pay period determine his status with that employer 
for that period. 
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ADMINISTRATIVE CHANGES 

1. A provision is included requiring employers to furnish employees 
a statement, which they may retain, showing the amount of taxes 
deducted from their wages under the old-age-insurance system. 

2. Provision is made for making more equitable the recovery by the 
Federal Government of incorrect payments to individuals. 

3. Provision is made respecting the practice of attorneys and agents 
before the Board. 

4. Detailed provisions have been added relating to rules and regu­
lations, hearings, and decisions with respect to insurance benefits, pro­
cedure for judicial review of the Board's decisions, and delegation of 
authority by the Board. 

5. Provision is made for giving an opportunity. for a hearing to a 
wage earner or interested individual with respect to any entry, omis­
sion, or revision of the Board's wage record within 4 years after the 
year any wages were paid or alleged to be paid, and as to the finality 
of the record. 

6. Subchapter A, chapter 9, of the Internal Revenue Code (formerly 
title VIII of the Social Security Act) is given the short title "Federal 
Insurance Contributions Act." 

UNEMPLOYMENT COMPENSATION 

The unemployment compensation and public assistance provisions 
of the Social Security Act constitute the most comprehensive attempt 
yet made to utilize a system of Federal-State cooperation for the solu­
tion of national problems. To promote State action in unemployment 
compensation, the Federal law establishes a uniform tax payable by 
employers regardless of whether the State in which they operate has 
an unemployment-compensation law; it then permits employers to 
offset (up to 90 percent of their Federal tax) contributions paid by 
them under a State unemployment-compensation law. The act also 
provides that the Federal Government shall make grants to the States 
to cover the entire necessary cost of proper administration of their 
unemployment-compensation laws. 

The recommendations of the committee relative to unemployment 
compensation deal with certain changes which in no way alter the 
fundamental Federal-State pattern now set forth in the Federal law. 
Under the present law the States are given very wide latitude in 
determining the way in which the State unemployment-compensation 
laws should operate. The Federal law merely prescribes a few simple 
standards. The States determine all such questions as the type of 
fund, the coverage of the law, the eligibility provisions, the waiting 
period, the amount and duration of benefits, the type of~administrative 
agency. They also select the personnel and determine the com­
pensation and tenure of such personnel. 

Though the adjustment of Federal-State relations is at best a diffi­
cult and delicate task, particularly in the field of social legislation, 
experience so far in unemployment compensation indicates a large 
measure of success. The present provisions of the Federal law have 
proved completely effective in facilitating the enactment of State 
unemployment compensation laws. These laws and the character of 
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their administration have on the whole been reasonably satisfactory. 
The inevitable administrative difficulties involved in the inauguration 
of any large-scale undertaking were accentuated by the fact that in 22 
jurisdictions unemployment compensation first became payable in 
January 1938, at a time of unexpectedly heavy unemployment. It is, 
therefore, not surprising that a considerable backlog of undisposed 
claims accumulated during the early months of benefit payments. 
In spite of these difficulties the 31 jurisdictions that had beguinpaying 
benefits by the end of 1938 had paid out about $400,000,000 in benefits 
to apiproximately 3,500,000 unemployed workers. 

The most pressing problem in unemployment compensation during 
1938 was the improvement and simplification of the State laws. 
Some 30 States have already passed extensive amendments at this 
year's legislative sessions and about 13 other States are still con­
sidering substantial changes-all designed to simplify and improve 
administration for the. benefit of the employer, the worker, and the 
Government. Further encouragement is given by the fact that the 
latest figures for. 1939 show that practically all States are now cur­
rently disposing of all claims received and have eliminated their back­
log of undisposed claims accumulated during 1938. 

Although all the States, the District of Columbia, Alaska, and 
Hawaii are receiving Federal grants for the administration of their 
unemployment compensation laws and although benefits are now 
being paid in 46 States (in addition to Alaska, Hawaii, and the Dis­
trict of Columbia) the unemployment compensation program is still 
in its infancy. Only 22 States, in addition to tlie District of Colum­
bia, have had benefit-paying experience for more than 1 complete 
year. In one State benefits have been payable since July 1936, and 
21 others in addition to the District of Columbia began benefit pay­
ments in January 1938. Six more States and the Territories of Alaska 
and Hawaii came in some time during 1938 so that a total of 31 juris­
dictions were paying benefits by the end of 1938; another 16 joined 
the benefit-paying group in January 1939. Not until July of this 
year, when the last 2 States come in, will the Federal-State unem­
ployment compensation program be fully functioning. 

It is estimated that at the end of 1938 approximately 27,600,000 
workers had earned wage credits in some prior period of employ­
ment covered by State laws, and that, at that time, 668,000 employers 
were subject to State laws. More than 38,000,000 benefit checks 
were issued during. the year 1938, the average weekly check for total 
unemployment being approximately $11. Data on the operation. 
of the States paying benefits in 1938 are shown in table 7. Up to 
the end of April 1939, nearly $540,000,000 had been paid out in 
unemployment compensation benefits by the 46 States, the District 
of Columbia, and the 2 Territories which had started to pay benefits 
before that date. (See table 8.) During the month of March 
1939 alone, almost $49,000,000 was paid out in benefits to more than 
1,000,000 workers. 
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TABLE 7.-Number of unemployment compensation claims received and number 

and amount of benefit payments, 1938, by States 

Average check 
Number of Number of Number of Net amount 

State ~~initial continued chks obe t Iun PailSaeclaims claim chcs o f Prtlbeneits Totaun 
received I received issued 8 ai employ- unemploy­

ment mont 

Total for States re­
porting------------- 9,484,604 45, 511,335 38,075, 791 $393, 785, 709 $10. 93 55.39 

Alabama------------------- 201,217 1,500,425 1,163,327 8,128,100 7.66 4.77 
Arizona -------------------- 30,637 221, 622 161,623 1,902,407 11.79 (8) 
California------------------ 693, 720 "-4,042,705 2,485,911 23, 715, 354 9. 72 5.24 
Connecticut---------------- 354,735 1,900, 743 1,216,091 12, 254, 387 10.59 3.97 
District of Columbia ---- 43,991 395,020 196,059 1,672,478 8.81 5. 77 
Idaho-------- -------------- 18,965 77, 710 34, 148 366,362 10. 73 6. 13 
Indiana------- ------------- 223,506 81,637, 291 1,466,610 16,108,502 12. 76 5.99 
Iowa----------------------- 82,355 448,412 280, 239 2, 185,648 9. 30 5.69 
Louisiana------------------ 134. 365 769, 543 554, 212 4,007,049 8.41 6.38 
Maine---------------------- 126,102 7818, 375 566,538 4,535,455 8. 93 5.44 
Maryland------------------ 288,648 1,802,634 1, 125, 215 10, 143,809 10. 29 5. 96 
Massachusetts -------------- 626,965 *2, 512, 694 2,563,871 27,098,765 10. 62 (ii) 
Michigan ------------------ 584,142 1,509,362 2,938,093 39,903,051 13. 49 (II)
Minnesota------------------ 179,693 1 278, 838 793, 070 8, 161,095 10. 38 5.68 
Mississippi ----------------- 67,639 354, 649 248,231 1,414, 216 5.89 (ii)
New Hampshire ------------ 117,042 559, 135 334,246 2,731,870 9. 28 4.99 
New Mexico----------------- 4,354 1,017 1,017 9,210 9. 20 S.77 
New York----------------- 2,3589,966 (12) 7,417, 119 87,330,641 11.97 (iO)
North Carolina ------------- 400,485 3,445, 529 1,148,497 8,216,040 6.89 4.55 
Oklahoma ------------------ 22, 325 21, 953 6, 739 71,231 10.57 139.96 
Oregon -------------------- 188,320 ' 761,813 532. 712 5,916,309 11.94 6.37 
Pennsylvania -------------- 1,090,431 9,229, 875 6,488,304 71, 545,301 11. 18 (ii)
Rhode Island --------------- 192,032 1,681.151 1,069, 584 9, 293,3286 9. 63 5.17 
South Carolina-------------- 34,410 203, 546 112,986 595, 147 6.71 3. 93 
Tennessee------------------ 194, 346 1,906,464 867. 015 6, 144. 192 7.27 4. 16 
Texas---------------------- 316, 759 1,803,291 1,OSI, 219 9, 343, 884 9. 22 5.87 
Utah----------------------- 58,633 302,3289 219,195 2,481,396 51. 37 7.56 
Vermont-------------------- 29,870 152,603 54,775 821, 712 9. 39 5.07 
Virginia ------------------- 148,933 ' 835, 777 805, 297 5,635,688 8.08 4.02 
West Virginia--------------- 187,547 ' 2,017,094 1,256,577 12,965,373 10.683 5.94 
Wisconsin------------------ 250,931 1,279,755 963,351 9,487,8697 10.14 4. 71 

'An initial claim is afirst claimnfor benefits in aperiod of unemployment. In some States, "additional" 
claims, which are the claims initiating the second and subsequent spells of unemployment within a benefit 
year, are not included. 

A continued claim is a claim reported weekly, following the filing of an initial claim, during atperiod of 
unemployment.

3Not adjusted for returned benefit checks. 
' Adjusted for returned benefit checks. 
, No adjustment made for payments for less.than the full benefit rate, such as those representing adjust­

ments, supplementary, and final payment checks. 
8 No benefit payments for partial unemployment.
' January not included. 
' May and June not included. 

January, February, and March not included. 
20No provision in State law for payments for partial unemployment. 
11Payments for partial unemployment not effectiN e until January 1939. 
12Data not reported.
 
i3Only 2 payments made in December 193,R, when benefits were first payable.
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TABLE, 8.-Unemployment compensation benefit payments,' January 1988 to April 
1989, by States 

Cumulative Net benefit 
State 

Saefrtaybe 
Date, benefitsfistpaabe net benefitpaymentsthrough 

Net benefitpayments,1938 
pamnspanarymets,JAnuryl to3 

April 1939 Arl13 

Total, all States --------------- ------------------ $539,0553,206 $393, 785, 709 $146, 169, 497 

Alabama---------------------------- January 1938 ---- 9, 572, 935 8,128, 100 1,444, 835 
Alaska------------------------------ January 1939..---- 119,875----------------- 119,875
Arizona----------------------------- January l938 --- 2, 473,6~70 1,902,407 571,263
Arkansas---------------------------- January 1939 ---- 590, 752----------------- 590,752 
California--------------------------- January 1938 --- 36, 926, 897 23, 715, 354 13, 211, 543 
Colorado---------------------------- January I939 --- 1, 270, 341---------------- 1, 270, 341 
Connecticut ------------------------- January 1938 -- 14, 369, 338 12,254, 387 2,114,951 
Delaware --------------------------- January 1939..---- 279,8033----------------- 279, 803 
District of Columbia ----------------- January 1938 --- 2, 311, 024 1, 672, 478 638, 546 
Florida ----------------------------- January 1939..---- 391,760----------------- 381,7600 
Georgia ----------------------------- -- d---do----------- 844. 956----------------- 8944,956 
Hawaii ---------------------------- ----- do------ 33, 526 ------- 33, 526 
Idaho------------------------------- Septemberl1938-- 3,843,580 3e6,362 1,477,218
Illinois------------------------------ July 1939------------------- -------------- ----- ---------­
Indiana -------------- -------------- April 1938--------- 21, 003, 675 16,368, 562 4,695, 113 
Iowa ------------------------------- July 1938 --- 3 ,454,825 2,585, 649 2,869,177 
Kansas ----------------------------- January 199-- 1,085,589---------------- 1,085, 589 
Kentucky-------------------------- ----- do------------- 31,648,400---------------- 1,648,400 
Louisiana --------------------------- January 1938.---- 6, 334, 070 4,007, 049 2,327,021
Maine----------------------------- ----- do------------- 5,888,341 4,535,455 1,352, 886 
Maryland-------------------------- ----- do------------ 12, 389, 629 10,143,809 2,245,820 
Massachusetts---------------------- ----- do------------ 33,8640, 448 27, 098, 765 6, 541,683 
Michigan --------------------------- July 1938---------- 51,015, 048 39,903,051 11,511,997 
Minnesota--------------------------- January 1038.---. 12.217,028 8,185,095 4,055,933 
Mississippi----------- --------------- April 1938---- 2,078,548 1,414,216 664,332 
Missouri---------------------------- January 1939 ---- 1,618,578---------------- 1,616, 578 
Montana---------------------------- July 1939.........................................--------­
Nebraska --------------------------- January 1093..--- 659, 768----------------- 659, 768 
Nevada------------------------------ -d----do---------- 243,982----------------- 243,982 
New Hampshire--------------------- January 1938..---. 3,251,038 2,731,870 519,1688 
New Jersey ------------------------- January 1939 ---- 5,900,641---------------- 5,900,8041 
New Mexico ------------------------ December 1938-. 463,200 9,210 454,080
New York -------------------------- January 1938 ---- 114, 548, 704 87,330, 641 27,218.063 
North Carolina--------------------- ----- do------------ 10,058,978 8,216,040 1,840,938 
North Dakota ---------- ------------ January 1939 ---- 251, 497----------------- 251,497
Ohio ------------------------------ ----- do------------ 86,783, 475---------------- 86,783,475 
Oklahoma -------------------------- December 1938... 2,109,334 71,231 2,038,103 
Oregon ----------------------------- January 1938ffi.. 8,026,725 5,916,399 2,110,326 
Pennsylvania----------------------- ----- do------------ 89,759,617 71, 545, 301 18,214,316 
Rhode Iseland----------------------- ----- do------------310,896,637 9,293,286 1,603,351 
South Carolina------------- --------- July 1938- -- 1, 388, 380 5905,147 793, 233 
South Dakota------------ ----------- January 1939.---- 216,854----------------- 216,894
Tennessee--------------------------- January 1038..~.. 7,651, 722 6,1544, 192 1, 507, 830 
Texas ----------------------------- ----- do------------313,356, 029 9,343,884 4,012,145 
Utah-------------------------------- -- d---do---------- 3,185,815 2,461, 300 724,815 
Vermont ---------------------------- -- d---do---------- 1,086,207 821,712 264, 495 
Virginia ----------------------------- -- d---do---------- 7,276,865 5,635,688 1,641,177 
Washington ------------------------- January 1939 --- 2,622,418---------------- 2,623,418
West Virginia ----------------------- January 1938 ---- 13,446,408 12,065, 373 1,381,035 
Wisconsin--------------------------- July 1936--------- 210,868,157 9,407,697 1,460,460 
Wyoming--------------------------- January 1939..---- 514,389----------------- 514,689 

1Adjusted for returned and voided benefit checks. 
I Does not include $2,146,827 paid prior to January 1938. 

As of April 30, 1939, a total of $1,270,370,000 was available for 
benefits in all the States (see table 9). This sum represents the total 
of moneys deposited in the unemployment trust fund, held by the 
States pending deposit, and withdrawn by the States pending benefit 
payment. Of this amount, $1,118,120,000 was available for benefits 
in those jurisdictions actually paying benefits. The reserves at this 
time would be about $225,000,000 less if all States had started the 
payment of benefits in January 1938. Since over half the States did 
not begin payment until later, their reserves were built up at a faster 
rate than originally anticipated. This is evident from the fact that 
in the States which did pay benefits in 1938, about 82 cents were paid 
out in benefits for each dollar collected in contributions for the same 
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year. Benefit payments would have been increased further, and the 
available reserves reduced to the same extent, if the system had been 
in operation for several years so that workers could have built up 
larger wage records. 

TABLE 9.-Comparison of funds availablefor benefits as of Apr; 30, 1939, and as of 
date benefits first became payable 

Reserve ac-Pecni­
ount whn Fnd vi- crease or de-

State benefits first able as of Apr. crease in re-
became pay- 30, 1939 sevacon 

ablesevacon 

Total, all States ---------------------------------- $886, 920,807 $1, 270, 371, 000 +26.1 

Alabama ----------------------------------------------- 8,838,147 8,923,000 +1.0 
Alaska-------------------------------------------------- 884,607 917,000 +3. 6 
Arizona ------------------------------------------------ 2,013, 866 2,298,000 +14.1 
Arkansas-----------------------------------------------15,309,341 6,042,000 +13.8 
California----------------------------------------------

Colorados----------------------------------------------

Connecticut--------------------------------------------

Delaware-----------------------------------------------

District of Columbia-------------------------------------

Florida ------------------------------------------------

Georgia -----------------------------------------------
Hawaii ------------------------------------------------
Idaho--------------------------------------------------
Illinois--------------------------------------------------
Indiana------------------------------------------------
Iowa---------------------------------------------------
Kansas------------------------------------------------
Kentucky ---------------------------------------------
Louisiana ----------------------------------------------
Maine -------------------------------------------------
Maryland----------------------------------------------
Massachusetts------------------------------------------
Michigan ----------------------------------------------
Minnesota7 --------------------------------------------
Mississippi---------------------------------------------
Missouri-----------------------------------------------
Montana -----------------------------------------------
Nebraska ----------------------------------------------
Nevada ------------------------------------------------
New Hampshire ----------------------------------------
New Jersey --------------------------------------------
New Mexico--------------------------------------------
New York ---------------------------------------------
North Carolina -----------------------------------------
North Dakota---------------------------- -------------­
Ohio --------------------------------------------------
Oklahoma ---------------------------------------------

67,172,761
8,044,314 

15,304,439 
3,911,184 
5,893,882 

121,480,000
9, 771,000 

20,819,000 
4,010,000 

12,674,000 

+80.8 
+0.2 

+36.0 
+11. 2 

+111. 0 
9,870,515

10,501,162 
3,249,683 

12,135,000
17,729,000 
3,917,000 

+22. 9 
+14.4 
+20. 5 

3,006,783 
(I) 

27,092, 627 
9,966,259 

10,180,746 
18,936,338 
7,611,614 
3,758,947 
9,057,378

41,775, 282 
63,293,234 

2,-466,000
146, 112,000 
27,110,000
11, 259,000 
11,645,000 
21, 297,000 
13,966,000 
2,88S4, 000 

12,662,000 
59,282,000 
47,509,000 

-18.0 
(1) 

+0.1I 
+13.0 
+14. 4 
+12. 5 
+82.8 
-23.8 
+39. 8 
+41. 9 
-24. 9 

11,923,982
2,916,291

34,031,739 
(1) 

7, 081,592 
1,1528,287
4,247,360 

66,600,639 
2,418,817 

98,362,706 
9,412,831
51,897,286 

16,667,000
3,198,000

40,390,000 
6,138, 000 
8,297,000 
1,670,000
4,888,000 

77, 276, 000 
2,624,000 

114,662,000
13,174,000
2,001, 000 

+39. 8 
+23.4 
+18. 7 

(1) 
+17. 2 
+9. 3 

+15.1 
+1.5.9 
+6. 7 

+66. 6 
+40.0 
+1. 5 

97,884,134
12,641,820 

109,814,000
12,729,000 

+12. 2 
+0.7 

Oregon-.-----------------------------------------------15,815,276 6,177,000 +5.1 
Pennsylvania------------------------------------------- 70,539,042 76,429,000 +8. 3 
Rhode Island------------------------------------------- 7,939,281 7,181,000 -9.16 
South Carolina ----------------------------------------- 6,267,250 8,666,000 +38. 6 
South Dakota ------------------------------------------ 1,977,0606 2,209,000 +14. 8 
Tennessee---------------------------------------------- 7,771,930 10,449,000 +34. 4 
Texas--------------------------------------------------519,752,701 36,651, 000 +81.1 
Utah -------------------------------------------------- 2,560, 100 2,841,000 +11.0 
Vermont ----------------------------------------------- 1,412,106 2,281,000 +61.15 
Virginia ----------------------------------------------- 8,367,419 13,321,000 +19. 3 
Washington-------------------------------------------- 18,890,971 19,726,000 +4.4 
West Virginia ------------------------------------------ 10,160,770 9,271,000 -9.1 
Wisconsin---------------------------------------230,282,699. 41,789,0001,89,+38.0.. .. .. .. . . . . . 
Wyoming------------------------------------------ ---- 2,401,292 2,120,000 +1. 0 

I Benefits become payable July 1939. 
2As of end of December 1937. Benefits first payable July 1936. 

However, while tbe reserve funds of most States are in a stronger 
position at the present time than when benefit payments were first 
begun, this is not true for all States. There were 13 States in which 
benefit payments during 1938 were equal to or in excess of the amounts 
collected in contributions from the date benefits were first payable. 
In one State the benefits paid out were nearly three times the contri­
buitions collected during the period benefits were paid. 
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The year 1938 was a year of substantial unemployment and most 
States are now rebuilding their reserve funds for future benefit pay­
ments. Yet, the uneven character of unemployment is shown by the 
fact that three States paid out benefits during the first 3 months of 
1939 in excess of the contributions collected. 

Economic resources and unemployment are not of equal magnitude 
in all the States. Different problems and varying standards are, 
therefore, to be expected in the various State unemployment com­
pensation systems. While benefit standards in all States are still not 
fully adequate to meet the problem of unemployment, those in some 
States are more inadequate than in others. At the same time, some 
States have accumulated considerable reserves and there is demand 
from these States for a reduction in the unemployment-compensation 
contributions. Caution must be exercised, however, in attempting 
to remedy these inadequacies and inequalities before sufficient experi­
ence is acquired. The Federal-State program of unemployment 
compensation is the only existing permanent Federal program aimed 
at meeting part of the unemployment problem. Consequently, it 
must not be viewed as temporary legislation. Proposed changes in 
the unemployment-compensation program must be tested in terms 
of both present need and future justification. 

In considering the provisions and the experience of the State laws 
the committee's objective was to make such changes as will best help 
to relieve industry of any unnecessary burdens and to provide the 
unemployed with more adequate benefits. Moreover, the committee 
earnestly sought to keep any suggested changes within the framework 
of the present Federal-State system. This the committee has done by 
developing a plan, after very careful study, whereby the present taxes 
for unemployment compensation may be reduced in those States 
which can afford to maintain a certain benefit standard. No drastic 
change in the basic pattern of the State laws is required and each 
State may decide for itself whether it will take advantage of the plan. 

STATE-WIDE REDUCTION PLAN 

In accordance with this plan, the present bill proposes to amend the 
Federal tax provisions so that States which have built up a certain 
reserve and meet minimum benefit standards may reduce their present 
rate of contributions on a uniform basis. All States now have a 
basic contribution rate of 2.7 percent or higher. 

A sufficient reserve, as a condition for the allowance of reductions 
in State contribution rates, is defined in the proposed amendment as 
not less than one and a half times the highest amount paid in to the 
State unemployment-compensation fund with respect to any one of 
the 10 preceding years, or not less than one and a half times the highest 
amount of compensation paid out of the State fund within any one 
of the 10 preceding years, whichever amount is the greater. 

The minimum benefit standards which the State must meet if it 
desires to reduce its general contribution rate below 2.7 percent are as 
follows: 

1. At least 16 weeks of benefits within a period of 52 consecutive 
weeks or one-third the individual's earnings, whichever is less. 
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2. A waiting period of not more than 2 weeks in any 52 consecutive 
weeks. 

3. Weekly benefit rates averaging at least 50 percent of full-time 
weekly earnings with a $5 minimum benefit and a maximum benefit of 
at least $15. 

4. Partial benefits for individuals whose weekly earnings fall below 
their benefit rate for total unemployment. 

The amendment for the proposed horizontal reduction plan would 
go into effect immediately. State legislatures now in session which 
will adjourn before final adoption of this bill might anticipate its 
enactmnent and pass the necessary legislation to enable the Governor 
or the State unemployment compensation agency to take advantage 
of the plan. In other States special sessions would have to be called 
if immediate advantage is to be taken of the reduction in the taxes. 
While the reduction in the tax rate cannot go into effect in the State 
until the minimum benefit standards are also provided, the State may 
compute the reserve necessary to meet the requirements as of a~ny time 
within 27 weeks before the reduced rates and the minimum benefit 
standards are made effective. This gives all States a retroactive 
period of slightly over 6 months in which to select a date for computa;­
tion of the necessary reserve. It should be noted that a State may 
select such a computation date prior to the effective date of this bill. 

It is estimated that this proposed amendment may save employers 
between $200,000,000 and $250,000,000 during the calendar year 1940.. 
The exact amount will depend upon how many States take advantage 
of the plan, the dates upon which the reductions take place, and the 
amount of thie new contribution rates. 

All except about five States will probably have sufficient reserves 
so as to take advantage of the horizontal reduction plan sometime 
during 1940. Depending upon the eflective date of this bill, it may 
be possible that some States will wish to take advantage of the pro­
posed plan and provide for the reduction of contributions late this 
year. This might result in a tax reduction of as much as an additional 
$100,000,000 in 1939. 

OTHER UNEMPLOYMENT COMPENSATION CHANGES 

Under the proposed State-wide reduction plan, described above, 
employers would still be allowed to obtain their full 90-percent credit 
against the Federal pay-roll tax. The Federal tax would remain at 
3 percent, but additional credits would be provided for all employers 
in States which were in a position to reduce their contribution rates 
below 2.7 percent. 

This State-wide reduction plan would not alter present individual
expeiene-rtin provisions. The States which could make general 

tax reductions after building up the necessary reserve fund and raising 
their minimum benefit standards, might still allow further contribu­
tion reductions to individual employers with favorable employment 
experience. States which did not meet the new minimum -benefit 
standards or whose reserve fund was inadequate, could continue 
under their present laws, with or without individual employer experi­
ence rating systems, provided they maintained contribution rates, 
producing a total amount equal to 2.7 percent of the taxable pay rolls. 
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The bill provides that the provisions with respect to maintenance of 
the average 2.7 percent will not go into effect until January 1, 1942, 
with respect to a pooled fund or to a partially pooled account or to a 
separate reserve account. Those States which do not wish to take 
advantage of the horizontal reduction plan but wish to maintain the 
individual employer experience rating system would do so without 
having to make any legislative changes at this time. 

Further saving to employers would be effected by the proposed 
amendment granting relief to employers who paid their State unem­
ploymnent-compensation contributions for the years 1936, 1937, and 
1938 too late to qualify for the Federal credit. Employers who pay 
their delinquent taxes for these years before the sixtieth day after the 
enactment of these amendments would receive full credit against their 
Federal taxes for 1936, 1937, and 1938. This would amount to an 
aggregate sum of about $15,000,000. Further the provisions as to 
loss of credit on account of future delinquency would be relaxed by 
(1) increasing from 60 to 90 days the maximum period for which the 
Commissioner of Internal Revenue is permitted to grant an extension 
for the filing of Federal tax returns, and (2) by providing that em­
ployers who pay their taxes after January 31 but before July 1 next 
following the close of the taxable year would lose only 10 percent of 
their allowable credit. 

Another of the amendments would result in a saving to employers 
as well as in considerable simplification of reporting procedures. 
This is the amendment to limit unemployment-compensation taxes to 
the first $3,000 of annual wages. Such a limitation already exists in 
the case of old-age insurance and there are distinct advantages to 
providing a uniform tax base for both programs. It is estimated that 
this new limitation would result in a saving to employers of about 
$65,000,000 a year. 

Again in the interests of simplification and uniform reporting, the 
present bill proposes to change the tax base for unemployment com­
pensation from "wages payable" to the "wages paid" definition used 
in old-age insurance. 

Many of the same changes in coverage are provided in this bill with 
respect to unemployment compensation as have already been discussed 
under old-age insurance. The cases involving taxes of small conse­
quence, which would be exempt under old-age insurance, would also 
be exempt from the Federal Unemployment Tax Act. The agricul­
tural-labor exemption is defined and extended as in old-age insurance. 
The bill proposes to extend coverage to one of the groups now excluded, 
namely, employees of certain Federal instrumentalities such as 
national banks, and State bank members of the Federal Reserve 
System. This amendment would bring about 200,000 additional 
persons under the unemployment-compensation program, provided 
the States amend their laws accordingly. 

Provision is made in section 902 (h) of the bill granting relief to 
taxpayers and States in those cases in which the highest court of a 
State has held contributions paid under the State unemployment com­
pensation law for 1936 or 1937 not to have been validly required under 
such law. This provision is to take care of the situation in North Caro­
lina where the State supreme court recently held that the provisions of 
the State law requiring contributions for 1936 were invalid because 
they were retroactive. The effect of the proposed amendment is to 
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enable North Carolina to keep about $3,000,000 in its reserve fund 
for use in the payment of unemployment compensation benefits. 

Other changes affecting unemployment compensation are: 
1. Authorization is given to the States to make their unemployment-

compensation laws applicable to services performed on land or prem­
ises owned, held, or possessed by the United States Government, such 
as services performed as employees of hotels in national parks. Con­
gress has already enacted a statute giving the States authority to 
apply their workmen's compensation laws to such employees. 

2. The language excluding State instrumentalities is defined as in 
old-age insurance so that the exemption applies only to an instru­
mentality wholly owned by the State or political subdivision, as well 
as those exempt from tax under the Constitution. 

3. As in old-age insurance, the definition of "wages" is amended so 
as to exclude from tax the payments made by an employer on account 
of a retirement, sickness, or accident-disability plan, or for medical 
or hospitalization expense in connection with sickness or accident 
disability. Dismissal wages, which the employer is not legally re­
quired to pay, and payments by an employer of the worker's Federal 
insurance contributions, or a contribution required of the worker 
under a State unemployment-compensation law are also excluded 
from tax. 

4. Provision is made, as in old-age insurance, for the exemption of 
foreign governments and their instrumentalities from the unemploy­
ment-compensation tax. 

5. The law is changed with respect to services of an employee per­
forming both included and excluded employment for the same em­
ployer so that the services which predominate in a pay period deter­
mine his status with that employer for the period. The same provi­
sion is made in connection with old-age insurance. 

6. The "merit rating" or "individual employer experience rating" 
provisions are clarified. 

7. A provision has been inserted requiring the State laws to provide 
for the expenditure of Federal grants for the administration of their 
unemployment compensation laws in accordance with the Federal act 
and requiring the replacement of any moneys lost or expended for 
other pur~poses. 

8. Extension of time is given for the allowance of credit against the 
Federal tax in cases where the employer has paid his State tax on tune 
but has paid it to the wrong State. 

9. The time is also extended in those cases where taxpayer's assets 
are in the custody or control of a receiver, trustee, or other fiduciary 
under the control of a court. 

10. The "tax on employers of eight or more" now contained in 
subchapter C of chapter 9 of the Internal Revenue Code (formerly 
title IX of the Social Security Act) is given the short title "Federal 
Unemployment Tax Act." 

PUBLIc ASSISTANcE 

The committee has included in the bill several amendments designed 
to liberalize and clarify existing Federal provisions concerning public 
assistance and to simplify the administration of the State plans. No 
fundamental change in Federal-State relations is proposed. 
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Increase in grants for old-age assistance.-U~nder the present law the 
Federal Government reimburses the States for 50 percent of their 
assistance payments to the needy aged up to a maximum of $30 a 
month for each person aided. This means that the Federal Govern­
ment does not pay more than $15 toward the assistance provided any 
aged person in any month. The bill increases the $30 limit to $40 
so that the maximum Federal grant per aged person is increased from 
$15 to $20 per month. This amendment will allow the States to 
liberalize their grants to needy aged persons if they so desire. It is 
estimated that the cost of this change to the Federal Government 
will be about $5,000,000 to $10,000,000 per year depending upon the 
extent to which the States take advantage of the new proposal. 

Liberalization of aid to dependent children.-At the present time the 
Federal Government contributes only one-third of the payments 
made by the States to dependent children as against one-half in the 
case of the aged and the blind. As a result, there are still eight 
States in addition to Alaska which are not participating in this pro­
gram, and in many of the States that are participating, the level of 
assistance for dependent, children is lower than that for the aged and 
the blind. The eight States are Connecticut, Illinois, Iowa, Ken­
tucky, Mississippi, Nevada, South Dakota, and Texas. The average 
amount of aid per dependent child is about $13.50 per month comn­
pared with $19.50 for old-age assistance and $23.25 for blind persons. 

The rapid expansion of the program for aid to dependent children 
in the country as a whole since 1935 stands in marked contrast to 
the relatively stable picture of mothers' aid in the preceding 4-year 
period from 1932 through 1935. The extension of the program during 
the last.`~3 years is due to Federal contributions which encouraged 
the matching of State and local funds. Furthermore, many States 
have liberalized their laws by adopting a broader definition of the 
term "dependent, child," by liberalizing the amounts that may be 
granted to needed cases, and by relaxing requirements relating to 
residence. At the close of 1935, aid was received by 117,000 families 
in behalf of 286,000 children. In May 1939 payment for aid to 
dependent children was being made to about 695,000 children in 
287,000 families under plans approved by the Social Security Board. 
During the calendar year 1938 nearly $95,000,000 was spent by the 
Federal, State, and local governments for aid to dependent children 
under plans approved by the Board. The number of old people now 
being aided through Federal grants is nearly three times as large as 
the number of dependent children being aided. But the actual 
number of dependent children in need of assistance is probably fully 
as large as the number of needy aged now receiving assistance. 

The bill makes two changes, effective January 1, 1940, designed to 
expand aid to dependent children. They are as follows: 

1. The Federal matching is increased from one-third to one-half. 
This will enable the States to give aid to many additional needy 
children. There are at the present time about 165,000 children in 
71,000 families who have filed applications in the States for aid and 
many more who will be eligible for aid when these additional funds 
become available. 

2. The age limit for Federal grants is raised from 16 to 18 if the 
State agency finds that the child is regularly attending school. This 
will enable most children to finish high school. Six States already 
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provide aid to children up to the age of 18 and six additional States 
have the necessary legislation to take advantage of this amendment 
immediately. It is estimated that about 100,000 additional children 
may obtain aid by virtue of this change, provided all States amend 
their laws accordingly. 

It is estimated that the present State programs, when amended in 
accordance with the provisions of this bill will enable the States to 
provide monthly benefits for at least 1,000,000 dependent children or 
over 300,000 more children than are being aided at the present time. 

The additional cost to the Federal Government of these two amend­
mnents is difficult to estimate due to the fact that the amendments are 
effective only at such time and to the extent that the States match 
the Federal funds. The additional costs of these amendments for 
assistance to children is estimated at about $30,000,000 to $50,000,000 
per year. Some of this cost will be offset in future years because of 
the widows' and orphans' benefits provided under the insurance plan.
In any case, our obligation to provide care for the children of today
who will be the parents of the next generation is one which must be 
met. The amendments recommended to both the insurance and the 
assistance titles are part of a common program to promote the security 
of the family and the home. 

Administrative amendments.-The bill alters the method by which 
the Federal Government shall settle with the States whose laws pro­
vide for a recovery from recipients or the estates of recipients of 
old-age assistance. At present these States must actually draw a 
check to reimburse the Federal Government for its share of any 
amount so recovered. The new plan provides adjustment in the 
amount of the Federal grant, on account of the Federal pro rata share 
of any amount so recovered by the State. Any amount which the 
State spends on funeral expenses (in the case of aged or blind re­
cipients) is considered in making the adjustment. The new plan of 
Federal-State settlement is applicable in all three assistance programs, 
whereas existing law affects only old-age assistance. 

The purpose of all three assistance programs is further clarified by 
inserting the word "needy" in the definitions of those who may re­
ceive old-age assistance, aid to the blind, or aid to dependent chil­
dren. A closely related clarifying amendment is applied to all three 
assistance titles and provides that the States, in determining need, 
must consider any other income anct resources of individuals claiming 
assistance. 

The only other important amendment affecting the public-assist­
ance titles is one which requires that the States, in order to receive 
Federal grants, must provide safeguards to restrict the use or disclosure 
of information concerning applicants and recipients to purposes
directly connected with the administration of the plan. All three 
assista~nce titles would be thus amended, the obvious purpose being 
to insure efficient administration and to protect recipients from humil­
iation and exploitation. 

VOCATIONAL REHABILITATION 

The basic act providing for the vocational rehabilitation of persons
disabled in industry or otherwise was passed by the Congress in 1920. 
The purpose of this act is to assist physically disabled persons, through 
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guidance, medical and surgical treatment, artificial appliances, re­
training, placement, and other essential services, in entering or return­
ing to suitable employment in order that they may support themselves 
and their dependents. 

For carrying out its purposes the basic Vocational Rehabilitation 
Act authorized the appropriation of $1,000,000 annually to be allotted 
to the States on the basis of their population with the stipulation that, 
to receive its allotment, a State must accept the provisions of the 
Federal act and match its expenditures from Federal funds dollar for 
dollar with State funds. 

The basic act was not a permanent and continuing one but was ex­
tended from time to time by the Congress until 1935, when the voca­
tional rehabilitation programn was incorporated as a part of the social 
security program. Under the Social Security Act the Vocational 
Rehabilitation Act was made permanent, and the authorization for 
appropriations was increased to $1,938,000 annually, which when 
matched by State funds, makes available for rehabilitation purposes 
approximately $4,000,000 annually. 

Few people are aware of the size of the problem of the physically 
disabled and its social and economic significance. Recent surveys 
by the United States Public Health Service and by a number of State 
rehabilitation. departments show that at any one time a~t least 30 
persons in each 1,000 of the general population are physically disabled. 
On this basis there are in this country nearly 4,000,000 physically 
disabled persons. 

Each year in the United States at least 800,000 persons become phys­
ically disabled through industrial, home, automobile, an~d other acci­
dents, and diseases, such as arthritis, tuberculosis, and heart trouble. 
The experiences of the State rehabilitation departments show that 
not all of these persons are disabled to the extent that they are unable 
after convalescence to enter or return to employment. About 67 
percent are able to make their own employment adjustment. The 
remaining 33 percent require rehabilitation service to aid them to 
engage in remunerative employment. 

Disabled persons who require assistance in their employment ad­
justment fall into three major groups: 

1. Those who through training and other rehabilitation services can 
be returned to regular lines of competitive employment. This group 
comprises 60,000 persons annually. 

2. Those whose disabilities are so serious that they cannot be re­
stored to competitive employment but. can be trained in small business 
enterprises or in sheltered workshops. This group numbers about 
150,000. 

3. Those who are so disabled that, if they are to be. employed at 
all, they must be provided with suitable work in their homes. This 
group includes approximately 50,000 persons annually. 

The first group (60,000) described above constitute the most pressing 
problem. Practically all of this group could and should be rehabili­
tated to complete self-support. 

Experience of the States shows that it costs an average of $300 per 
case to rehabilitate a disabled person. On this basis the present 
program, with maximum efficiency in the expenditure of funds, cannot 
be expected to rehabilitate more than 12,500 persons per year. Thus 
each year 47,500 of those who could and should be made self-support­
ing cannot be rehabilitated because of lack of sufficient funds. 
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The cost of maintaining a dependent person in idleness averages 
about $500 per year. The maintenance of 47,500 disabled persons 
(of the 60,000 who could and should be rehabilitated to complete 
self-support in competitive employment) is now costing some­
one-relatives, communities, or the State and Federal Governments­
$23,750,000 per year. The expenditure by the Federal and State 
Governments of $300 each for their rehabilitation would not only 
obviate the enormous annual cost of maintaining these persons in 
idleness, but would on the basis of 20 years' experience in rehabilitating 
the disabled, increase the economic income to the Nation by some 
$47,500,000 per year. 

Obviously it would not be wise to appropriate at once funds suffi­
cient to meet the whole vocational rehabilitation problem. It would 
appear, however, that a substantial increase over the present amount 
could be efficiently absorbed and would be a wise investment of 
public funds. The machinery for rehabilitating the disabled is 
already in existence. Hence, any additional funds provided could be 
used entirely for services to those who at present cannot be served. 

The committee has recommended, therefore, an increase of $1,000,000 
in the authorization for vocational rehabilitation. The various States 
are now raising niearly $600,000 per year in excess of the amount 
matched by the Federal Government. Consequently, the additional 
authorization will permit the matching of these amounts and allow 
for additional funds to be matched by the States so that the total 
amounts available for rehabilitation purposes will be about $6,000,000 
per year. Table 10 shows the allotment of Federal funds under the 
present act and under the committee's recommendation. 

TABLE 10.-Allotments to the States of rehabilitationfunds on the basis of the present 
authorization of $1,938,000 and on the basis of an authorization of $2,938,000 

Under au- Under au- Under au- Under au 
State thorization thorization State thorization thorization 

of $1,938,000 of $2,938,000 of $1,938,000 of $2,938,000 

Alabama----------------- $40, 913 $63, 079 New Hampshire----------'1$10, 000 *11,090 
Arizona------------------1I 10,000 10,382 New Jersey --------------- 62,482 96,327 
Arkansas----------------- 28,672 44,203 New Mexico-------------- I10,000 10,090
California ---------------- 87, 774 139,320 New York---------------- 194,620 300,043
Colorado ----------------- 16,014 24, 689 North Carolina------------ 49, 015 71,5165 
Connecticut -------------- 24,844 38, 301 North Dakota-------------310, 526 16,228 
Delaware---------------- '110, 000 110,000 Ohio -------------------- 102, 762 118,427

Florida------------------- 22,700 34, 996 Oklahoma--------------... 37, 044 57,111

Georgia ------------------ 44. 967 69,326 Oregon------------------- 14, 746 22,734

Idaho ------------------- '110,000 10,608 Pennsylvania------------- 148,907 229, 968
 
Illinois---------- -------- 117,975 181,880 Rhode Island------- ------ 10,629 16,387

Indisna ------------------ 150,069 77,191 South Carolina------------ 26,882 41,444

Iowa--------------------- 38,202 18,896 South Dakota------------- 10,712 16,114
 
Kansas------------------- 29, 082 44, 835 Tennessee ---------------- 40.454 62,367
 
Kenptucky ---------------- 40,423 62,320 Texas--------------------090,054 138,835

Louisiana---------------- 32,492 50,093 Utah---------------- ---- 1I10,000 12,105
 
Maine-------------------- 12,329 19,007 Vermont ---------- ------ 110,000 1 10, ooo
 
Maryland---------------- 29, 224 38,888 Virginia------------------ 37,443 57, 726
 
Massachusetts------------- 61,702 101,292 Washington--------------- 24,171 37, 264
 
Michigan----------------- 74, 866 111,419 West Virginia------------- 26, 735 41,216

Minnesota---------------- 39,640 61, 113 Wisconsin ---------------- 45,439 70,053
 
Mississippi--------------- 31,073 47,005 Wyoming----------------1I10,000 '10,000
 
Missouri----------------- 56,112 86,508 Hawaii-------------------'21,000 '95,000

Montana ----------------- ' 10,009 12,814 
Nebraska----------------- 21, 304 32, 844 Total -------------- 1,9.38,000 2,038,000
Nevada------------------ 110,000 '10,000O 

I Basic act provides that no State shall receive less than $10,000. The "minimum" States would share in 
increased appropriation in those instances where allotment on population basis would exceed $10,000. 

2 Hawaii, Puerto Rico, and the District of Columbia receive their allotments under special act, except 
that Hawaii received $5,000 additional under the Social Security Act. 
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AID TO PUERTO Rico 

At the present time the act does not extend to Puerto Rico. The 
bill extends coverage to Puerto Rico for the purposes of titles V and 
VI of the Social Security Act (grants to States for maternal and child 
welfare, vocational rehabilitation, and public health work). 

GENERAL 

Two amendments of a general character have been recommended 
by the committee. These are: 

1. An amendment to prohibit the disclosure of information ob­
tained by the Board or its employees except under certain restricted 
conditions related to proper administration. 

2. Penalties are provided for certain frauds and for impersonation 
in securing information concerning an individual's date of birth, 
employment, wages, or benefits of any individual. 

DETAILED EXPLANATION OF THE BILL 

SHORT TITLE 

Section 1 of the bill provides that the act may be cited as the 
"Social Security Act Amendments of 1939." 

TITLE I.-AMENDMENTS To TITLE I OF THE SOCIAL SECURITY ACT 

CHANGES IN REQUIREMENTS FOR STATE OLD-AGE ASSISTANCE PLANS 

Section 101: This section amends section 2 (a) of the Social Secur­
ity Act. Section 2 (a) sets out in clauses (1) through (7) certain basic 
requirements which a Stat~e old-age assistance plan must meet in 
order to be approved by the Social Security Board. Clauses (5) and 
(7) 	 are amended and a new clause, numbered (8), is added. 

The amendment to clause (5) merely makes it clear that the methods 
of administration of the State plan must be proper as well as efficient. 

The present subject matter of clause (7) is stricken from section 2 (a) 
by the amendment and is treated in section 102 of the bill. The 
amended clause (7) is effective July 1, 1941. Under this clause the 
State plan must provide that the State agency shall, in determining 
need, take into consideration any income and resources of an individual 
claiming old-age assistance. This will make it clear that, regardless 
of its nature or source, any income or resources will have to be con­
sidered, including ordinary income from business or private sources, 
Federal benefit insurance payments under title II of the Social 
Security Act, and any other assets or means of support. The com­
mittee recommends this change to provide greater assurance that the 
limited amounts available for old-age assistance in the States will be 
distributed only among those actually in need and on as equitable a 
basis as possible. 

The new clause, numbered (8), also effective July 1, 1941, requires 
that the State plan must provide safeguards which restrict the use or 
disclosure of information concerning applicants and recipients to 
purposes directly connected with the administration of old-age 
assistance. 
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PAYMENT TO STATES FOR OLD-AGE ASSSTrANCE 

Section 102: This section amends section 3 of the Social Security 
Act. 

Subsection (a) of section 3 is amended so that Its provisions will 
conform with section 1 of the Social Security Act, which authorizes 
appropriations to enable States to furnish financial assistance to 
needy aged individuals and increases the amouint tip to which the 
Federal Government will contribute one-half from $30 to $40. 

Subsection (b) is amended so as to provide that the Board in 
makting grants to States shall reduce the amount to be paid to any 
State for any quarter by a sum equivalent to the pro rata share to 
which the United States is equitably entitled, as determined by the 
Board, of the net amount recovered during any prior quarter by the 
State or any political subdivision thereof with respect to old-age 
assistance furnished under the State plan. 

The provision will include all recoveries made with respect to old-
age assistance furnished under the State plan, such as, for example, 
recoveries from the estates of recipients, payments under mistake, etc. 

A proviso eliminates, for the purpose of determining the amount of 
the offset, any amount recovered from the estate of a deceased re­
cipient, not in excess of the amount expended by the State for the 
funeral expenses of such deceased recipient in accordlance with the 
State public assistance law upon which the State plan is bcsed. 

Section 103: This section amends section 6 so as to conform its 
provisions with section I of the Act, which authorizes appropriations 
to enable States to furnish financial assistance to aged needy 
individuals. 

TITLE II-AMENDMENTS To TITLE 11 OF THE SOCIAL SECURITY ACT 

FEDERAL OLD-AGE AND SURVIVOR INSURANCE BENEFITS 

This title amends title II of the Social Security Act. It revises 
and extends the present provisions for old-age insurance benefits. 
It includes benefits for qualified wives and children of individuals 
entitled to old-age insurance benefits and for qualified widows, 
chtildren, and pa~rents of deceased individuals, who, regardless of 
age a~t death, have fulfilled certain conditions. It also provides a 
lump-sum payment on death where no moiithly benefits are then 
payable. The amendment also advances the date for initial monthly 
benefit payments from 1942 to 1940. A Federal old-age and survivor 
insurance trust fund is established under the amendment, and pro­
vision is made for a board of three trustees to manage the trust fund. 
A number of administrative changes are made, and there is provision 
for judicial review of decisions of the Social Security Board with 
respect to benefit rights. A detailed explanation of title II as amended 
follows. 

FEDERAL OLD-AGE AND SURVIVOR INSURANCE TRUST FUND 

Section 201: This section creates a Federal old-age and survivor 
insurance trust fund in place of the present old-age reserve account, 
which is abolished by these amendments. The trust fund is to be held 
by a board of trustees composed of the Secretary of the Treasury, the 

152390-39--3 
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Secretary of Labor, and the Chairman of the Social Security Board, 
all ex officio. Amounts equivalent to 100 percent of the taxes received 
under the Federal Insurance Contributions Act (formerly title VIII of 
the Social Security Act) are permanently appropriated to the trust 
fund, and old-age and survivor insurance benefits will be paid out of 
the fund. These amendments will clarify the relationship between 
contributions under the social-security program in the form of taxes 
and the source of benefit payments. 

Section 201 (a) creates the trust fund and provides that the fund 
shall consist of (1) the securities held by the Secretary of the Treasury 
for the present old-age reserve account, (2) the amount standing to 
the credit of such account on January 1, 1940, and (3) amounts 
equivalent to 100 percent of the taxes received under the Federal 
Insurance Contributions Act, which are permanently appropriated to 
thle trust fund. 

Section 201 (b) creates a board of trustees of the Federal old-age 
and survivor insurance trust fund to be composed of the Secretary of 
the Treasury, the Secretary of Labor, and the Chairman of the Social 
Security Board, all ex officio. The Secretary of the Treasury is 
designated as the managing trustee. The board of trustees created 
by these amendments is similar to the set-up in the Postal Savings 
Act. The board of trustees, in addition to reporting annually to 
Congress on the status and operations of the trust fund, will be required 
to report immediately to Congress whenever the board is of the opinion 
that during the ensuing 5 fiscal years the trust fund will exceed three 
times the highest annual expenditures anticipated during that 5-fiscal­
year period and whenever it is of the opinion that the amount of the 
trust fund is unduly small. 

Section 201 (c) directs the managing trustee of the trust fund to 
invest the surplus of the trust fund in interest-bearing obligations of 
the United States or in obligations guaranteed as to both principal 
and interest by the United States. Special obligations bearing 
interest at a rate equal to the average zate of interest on the public 
debt, computed as of the end of the calendar month next preceding 
the date when the special obligations are issued, may be issued to the 
trust fund. However, the bill contains a provision that such special 
obligations shall be issued only if the managing trustee determines 
that the purchase of obligations in which the trust fund is permitted 
to invest on original issue or at the market price is not in the public 
interest. 

Section 201 (d) authorizes the managing trustee to sell regular 
obligations acquired by the trust fund at the market price and to 
redeem the special obligations at par plus accrued interest. 

Section 201 (e) provides that the interest on and the proceeds from 
the sale or redemption of obligations held in the trust fund shall be 
credited to and form a part of the trust fund. 

Section 201 (f) sets up a procedure whereby the trust fund will be 
required to pay the cost of administration by the Social Security 
Board and the Treasury of the old-age and survivors insurance 
system. Monthly, the managing trustee will pay from the trust 
fund into the general fund of the Treasury the amount which he 
and the Chairman of the Social Security Board estimate will be 
expended during the month for the administration of the system. 
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Section 201 (g) provides that the trust fund shall be available for 
making benefit payments required under title II of the Social Security 
Act.. 

OLD-AGE AND SURVIVOR INSURANCE BENEFIT PAYMENTS 

Primary insurance benefits. 
Section 202 (a): This subsection provides, for aged individuals, 

monthly "primary insurance benefits" (computed under sec. 209 (e)), 
which are based on an individual's "average monthly wage" (see 
sec. 209 (f)). These benefits are payable to an individual for each 
month until his death, upon condition that he (1) is at least 65 years 
of age, (2) is a fully insured individual (defined in sec. 209 (g)), and 
(3) has applied for them. Primary insurance benefits are payable 
beginning with the first month in which the individual becomes 
eligible for them, having met conditions (1), (2), and (3) above. All 
of such conditions may be met in a single month, or part in one 
month and part in another month or months. 

The first month for which a primary insurance benefit or any 'other 
benefit can be paid under section 202, is January 1940. All 
benefits under section 202 are payable as nearly as possible in equal 
monthly installments, but a benefit for a particular month is not 
necessarily payable within that month. 

Wife's insurancebenefits. 
Section 202 (b): This subsection provides for monthly "wife's 

insurance benefits" for an aged wife (defined in sec. 209 (i)) whose 
husband is living and is entitled to "primary insurance benefits" under 
subsection (a). The purpose of these wife's benefits, which are based 
on the wages of the husband, is to assure the wife of a monthly amount 
equal to one-half of the amount which her husband receives as a 
monthly primary insurance benefit. A benefit is payable to the wife 
for each month, upon condition that she (1) is at least 65 years of age, 
(2) has applied for the benefits, (3) was living with her husband at the 
time of filing such application, and (4) is not herself entitled to a 
monthly primary insurance benefit which is equal to or greater than 
one-half of a monthly primary insurance benefit of her husband. 

Benefit rate.-A wife's insurance benefit for a month is equal to 
one-half of the monthly primary insurance benefit of the husband, but 
if the wife is or becomes entitled to a monthly primary insurance 
benefit under subsection (a), which is less than one-half of the monthly 
primary insurance benefit of her husband, then her wife's insurance 
benefit for the month in which she becomes entitled to such primary 
insurance benefit and for each month thereafter is equal to the differ­
ence between one-half' of her husband's monthly primary insurance 
benefit and her monthly primary insurance benefit. 

Benefit eiod.-Wife's insurance benefits are payable beginning 
with the firs month in which the wife becomes eligible for them, 
having met conditions (1), (2), (3), and (4) above. All of such condi­
tions may be met in a single month, or part in one month and part in 
another month or months. The benefits end when the wife dies, her 
husband dies, they are divorced, or she becomes entitled to a monthly 
primary insurance benefit under subsection (a) equal to or exceeding 
one-half of her husband's monthly primary insurance benefit. 
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Child's insurance benefits. 
Section 202 (c): Paragraphs (1) and (2) of this subsection provide 

for monthly "child's inisuran~ce benefits" for a child (defined in sec. 
209 (k)) whose parent is entitled to primary insuranlce benefits or whose 
deceased parent (regardless of his age at death) was a fully or currently 
insured individual (as defined in sec. 209 (g) and (h)). The purpose 
of these child's benefits is to assure the child of a monthly amount 
based on the wages of the parent or deceased parent. A benefit is 
payable to a child for each month, upon condition that the child (1) hafs 
filed application for the benefits (or application has been filed for him), 
(2) was unmarried and had not attained age 18 at the time his applica­
tion was filed, and (3) was "dependent upon" the parent at the time 
the application was filed, or, if the parent has died, was "dependent 
upon" him at the time of death. 

Benefit rate.-A child's insurance benefit for a month is equal to 
one-half of the monthly primary insurance ' benefit of the parent or 
deceased parent wvit~h respect to whose wages the child is entitled to 
receive the benefit. In the case of the deceased parent, such primary 
insurance benefit is the amotunt which such parent would have been 
entitled to receive if he bad, before his death, met the conditions for 
payment of a p~rimary insurance benefit under subsection (a.). If there 
is more than one such] parent or deceased parent, the child is entitled 
to one-half of the primary insurance benefit which is largest. 

Benefit period.-Child's insurance benefits a-re payable beginning 
with the first month in which the child becomes eligible for them, hav­
ing met conditions (1), (2), and (3) above. All of such conditions 
may be met in a.single month), or part in one month and part in another 
month or months. The child's benefits end when he dies, marries, 
is adopted, or at~ta~ins age is. 

"Dependent upon" defi'ned.-Paragraphs(3) and (4) of section 202 
(c) define the term "dependent upon," as used hin paragraph (1). As 
a. child is normally dependent upon his father or adopting father, para­
graph (3) provides that hie shall be deemed so dependent unless, at 
the time the child's application for benefits is filed, or if such father 
or adopting father is dead, at the time of death, such individua~l was 
not living with the child or contributing to his support and (A) the 
child is neither the legitimate nor adopted child of such individual, 
or (B) the child had been adopted by soine other individual, or (C) 
the child, at the time of such individual's death, was living with and 
supported by the child's stepfather. 

As a child is not usually financially dependent upon his mother, 
adopting mother, or stepparent, paragraph (4) provides that, for the 
purposes of paragraph (1), a child shall not be deemed dependent 
upon any such individual unless, at the time the child's application 
for benefits is filed, or, if suchi individual is dead, at the time of death, 
no parent other than such mother, adopting mother, or stepparent 
was contributing to the support of the child and the child was not 
living with his father or adopting father. 
Widow's inqurance bentfitq.. 

Section 202 (d): This subsection provides for monthly "widow's 
insurance benefits" for an aged widow (defined in sec. 209 (j)) whose 
husband died a fully insured individual (defined in sec. 209 (g)). The 
purpose of these widow's benefits, which are based on the wages of 
the deceased husband, is to assure the widow of a monthly amount 
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equal to three-fourths of the amount to which her husband was en­
titled, or would have been entitled if he had, before his death, met 
the conditions for a primar~y insurance benefit under subsection (a). 
A benefit is payable to the widow for each month, upon condition that 
she (1) is at least 65 years of age, (2) has not remarried, (3) has filed 
application for the benefits, (4) was living with her husband at the 
time of his death, and (5) is not herself entitled to a monthly primary
insurance benefit which is equal to or greater than three-fourths of 
the monthly primary insurance benefit of her husband. 

Bentefit rate.-A widow's insurance benefit for a month is equal to 
three-fourths of the monthly primary insurance benefit of her hus­
band, but, if she is or becomes entitled to a.monthly primary insurance 
benefit under subsection (a) which is less than three-fourths of the 
monthlv primary insurance benefit of her husband, then her widow's 
insurance benefit for the month in which shep becomes entitled to 
suchi primary insurance benefit, and for each month thereafter, is 
equal to the difference between three-fourths of her husband's monthly
priniary insurance benefit and her monthly primary insurance benefit. 

Bene~fit period.-Widow's insurance. benefits are payable beginning 
withi the. month in which the widow becomes eligible for them, having 
met conditions (1), (2), (3), (4), and (5) above. All of such conditions 
may be met in a single month, or part in one month and part in another 
month or months. Benefits end when the widow remarries, dies, or 
becomes entitled to a monthly primary insurance benefit equal to or 
exceeding three-fourths of the inontbl)y primary, insuraence benefit Of 
her husband. 

Wi~dowi's current insurance beve its. 
Section 202 (e): This subsection provides for- "widowv's current in­

surance benefits", which aire based on the wages of a9husband who died 
a fully or currently insured individual (as drefined in sec. 209 (g) and 
(ii)). The purpose of this subsection is to extend financial protection 
to the widow regardless of her agfe, while she has in her care a child of 
the deceased husband entitled to child's insurance benefits. It pro­
vides assurance for such a widow, before she becomes 65 years of age, 
of a monthly amount equal to three-fourths of the amount to which her 
husband would have been entitled if, before his death, he had met the 
conditions for a primary insurance benefit under subsection (a).
Wh"len she becomes 65 such widow, if her husband was a fully insured 
individual, will becomie entitled to a widow's insurance benefit under 
subsection (d). If her husband was currently (but not fully) insured, 
she will continue to be entitled to her widow's current benefit under 
subsection (e) so long as there is a child of her husband who is entitled 
to receive childI's insuirance benefits. A benefit is payable to the widow 
for each month, upon condition that she (1) has not remarried, (2) is 
not entitled to receive a monthly widow's insurance benefit under 
subsection (d) or a mionthly primary insurance benefit which is equal 
to or greater than three-fourths, of a monthly primiary insurance 
benefit of her husband, (6i) was living 'with her husband at the time of 
his death, (4) has filed application for the benefits, and (5) at the time 
of filings such application has in her care a child of the deceased hus­
band entitled to receive child's insurance benefits. By "in her care" 
is meant that she takes responsibility for the welfare and care of the 
child, whether or not she actually lives in the same home with the 
chid at the time she files application. 
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Benefit rate.-A widow's current insurance benefit for a month is 
equal to three-fourths of the monthly primary insurance benefit of 
her husband, but, if she is or becomes entitled to a monthly primary 
insurance benefit under subsection (a) which is less than three-fourths[
of a monthly primary insurance benefit of her husband, then her 
widow's current insurance benefit for the month in which she becomes 
entitled to such primary insurance benefit and for each month there­
after, is equal to the difference between three-fourths of her husband's 
monthly primary insurance benefit and her monthly primary insurance 
benefit. 

Benefit period.-Widow's current insurance benefits are payable 
beginning with the month in which the widow becomes entitled to 
them, having met conditions (1), (2), (3), (4), and (5) above. All of 
such conditions may be met in a single month, or part in one month and 
part in another month or months. The benefits end when no child 
of the deceased husband is further entitled to receive a child's insurance 
benefit, the widow becomes entitled to receive a primary insurance 
benefit under subsection (a) equal to or exceeding three-fourths of a 
primary insurance benefit of the deceased husband, she becomes 
entitled to receive a widow's insurance benefit, she remarries, or dies. 
Parent'sinsurance benefits. 

Section 202 (f): This subsection provides for "parent's insurance 
benefits" for an aged parent whose son or daughter died a fully in­
sured individual (as defined in sec. 209 (g)), leaving no widow and no 
unmarried surviving child under age 18. The purpose of these bene­
fits, which are based on the wages of the son or daughter, is to extend 
financial protection to the aged parent where the parent was wholly
dependent upon and supported by the son or daughter at the time such 
son or daughter died, and where no such widow or child survives. It 
assures the parent, in such cases, of a monthly amount equal to one-
half of the amount to which the son or daughter was or would have 
been entitled as a fully insured individual if such son or daughter 
before death, had met the conditions for a primary insurance benefit 
under subsection (a).. A benefit may be payable to both a mother and 
a father of the same fully insured individual. A benefit is payable to 
the parent for each month, upon condition that such parent (1) has 
attained age 65, (2) was wholly dependent upon and supported by the 
son or daughter at the time of the son's or daughter's death and filed 
proof of such dependency and support within 2 years of the date of 
such death, (3) has not married since such death, (4) is not entitled to 
receive. any other monthly insurance benefits of any kind or is entitled 
to receive one or more of such monthly benefits, the total of which is 
less than one-half of the monthly primary insurance benefit of the 
deceased son or daughter, and (5) has filed application for parent's
insurance benefits. 

Benefit rate.-The parent's insurance benefit for a month is equal 
to one-half of the monthly primary insurance benefit of the son or 
daughter with respect to whose wages the parent is entitled to a bene­
fit. If there is more than one such son or daughter for a month in 
which the parent is entitled to parent's benefits, the parent is entitled 
to one-half the primary insurance benefit which is largest. If the 
parent is or becomes entitled to a monthly benefit or benefits (other 
than parent's insurance benefits) and such monthly benefit or the 
total of such monthly benefits is less than one-half of the monthly 
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primary insurance benefit of the son or daughter, then the parent's 
benefit for the month in which the parent becomes entitled to such 
other benefit or benefits, and for each month thereafter, is equal to 
the difference between such other monthly benefit or the total of such 
other monthly benefits and one-half of the son's or daughter's monthly 
primary insurance benefit. 

Benefit period.-Parent'sinsurance benefits are payable beginning 
with the month in which the parent becomes eligible for them, having 
met conditions (1), (2), (3), (4), and (5) above. All of such condi­
tions may be met in a single month, or part in one month and part 
in another month or months. Benefits end when the parent dies, 
marries, or becomes entitled to receive for any month an insurance 
benefit or benefits (other than parent's insurance benefits) in a total 
amount equal to or exceeding one-half of a primary insurance benefit 
of the deceased son or daughter. 

"Parent" deftned.-Paragraph (3) of section 202 (f) defines the 
term "parent" to mean the mother or father of an individual, the 
stepparent of an individual by a marriage contracted before such 
individual attained age 16, and the adopting parent by whom such 
individual was adopted before he attained age 16. 
Lump-sum death payments. 

Section 202 (g): This section provides for the payment of a lump 
sum to a person hereinafter described, upon the death, after December 
31, 1939, of a fully or currently insured individual (as defined in sec. 
209 (g) and (h)) who left no surviving widow, child, or parent who 
would, on filing application in the month in which such fully or cur­
rently insured individual died, be entitled to a benefit for such month 
under subsection (b), (c), (d), (e), or (f) of this section. 

Descriptionof persons who may be entitled.- The lump-sum payments 
are made to the following persons under the conditions stated: (1) To 
the widow or widower of the deceased; (2) if no such widow or widower 
is living at the time of the fully or currently insured individual's death, 
to any child or children of the deceased and to any other person or 
persons who are, under the intestacy law of the State where the 
-deceased was domiciled, entitled to share as distributees with such 
-children of the deceased, in such proportions as provided by such law; 
(3) if no widow or widower and no such child and no such other person 

is living at the time of such death, to the parent or parents of the 
deceased, and to any other person or persons who are entitled under 
the law of the State where deceased was domiciled to share as dis­
tributees with the parents of the deceased, in such proportions as 
provided by such law. The Board is to determine the relationship 
under (1), (2), and (3) above, and if there is more than one person
entitled hereunder, is to distribute the lump-sum payment among all 
who are entitled. If none of the persons described under (1), (2), and 
(3) is living at the time of the Board's determination, the amount due 
is to be paid to any person or persons equitably entitled thereto, to the 
extent and in the proportions that he or they shall have paid the 
expenses of burial of the deceased (but no such payment for burial 
expenses may exceed the amnount actually disbursed by the person or 
persons who paid such expenses). 

Amount of p~ayment.-The lump-sum payment is an a-mount equal to 
six times a primary insurance benefit for a month (as defined in sec. 
209 (e)) of the fully or currently insured deceased individual. 
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Application,for lump-sum payne'nt.-Tbe lump sum is payable only 
if application is filed by or on behalf of the person entitled (whether 
or not legally compete~nt) prior to the expiration of 2 years after 
the date of death of the fully or currently insured individual. 

Delayed applications. 
Section 202 (h): This subsection provides that an individual who 

would have been entitled to an insurance benefit under subsection 
(b), (c), (d), (e), or (f) of this sect-ion for any month, if he had filed 
his application for such benefit during such month, shall be entitled 
to suchi benefit for such month if he files application for it before the 
end of the third month immediately succeeding such month. The 
purpose of this-section is to prevent the loss of benefits to individuals,
who might not know of their right, to benefits or who, for some other 
reason, have delayed filing their applications. If, for example, in 
M arch a widow has fulfilled all eligibility conditions under section 
202 (d) except the filing of her Ppplication, and files application in 
June, she will be entitled to a.benefit. for March, April, May, June, and 
thereafter, ais if she had filed her application in March. Similarly, 
if she files application in July,. she. will be entitled to a benefit for 
April, May, Junie, July,. and thereafter, just as if she had filed her 
application in April. 

REDUCTION AND INCREASE OF INSURANCE BENEFITS 

Section 203: This section provides a maximum and mninimum for 
benefits payable under section 202, and for reduction or increase to 
such maximum or minimum, as the case may be, of the monthly 
smount. of the benefit whichi would be. payable. except for this section. 
It provides also for deductions from benefits because of gainful eml­
ployment for a stated amount of wages, and under certain other 
enumerated circumstances, and for deduct-ions for lump-sumn pay­
ments made prior to 1940 upon attainm-enit of age 65. 
Maximum benefits. 

Section 203 (a): This subsection provides that any benefits payable 
on the basis of ain individual's wages shall be reduced, so that the 
maximum for any benefit (if only one benefit. for a month is payable
with respect to the wagFes of an individual) or for the tota~l of all 
benefits (if mnore thani one benefit is payable for a month with respect 
to the wages of an individual) shall not exceed $85, or two times the 
primary insurance benefit of such individual, or 80 percent of the 
average monthly wage of such individual, whichever is least. This 
takes the place of the provision now in the Social Security Act limiting 
the monthly rate, of benefits to $85. 
Minimum benefits. 

Section .203 (b): This subsection provides that benefits payable on 
the basis of an individual's wages shall be increased so that the mini­
mnuni for any benefit or for the totild of benefits (where miore than one 
benefit is pavable for a month) is $10. This provision also prevents a 
reduction uinder subsection (a) to below $10 in the, case. where the 
average monthly wage is very low. 
Pr~oportionatereduction or increase. 

Section 203 (c): This subsection provides that whenever a reduction 
or increase is required by subsection (a) or (b) and more than one 
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benefit is payable for the month with respect to the wages of an indi­
vidual, each of the benefits shall be proportionately increased or de­
creased, as the case may be. 
Deductions because of employment, etc. 

Section 203 (d): This subsection provides that deductions shall be 
made from any benefits to which an individual is entitled, until such 
deductions total the amount of the benefit or of the benefits (where
the individual is entitled to receive more than one insurance benefit) 
which such individual was entitled to receive for any month in which 
he (1) rendered services for wages of not less than $15; or (2) if a 
child over 16 and under 18 years of age failed to attend school regu­
larly and the Board finds that such attendance was feasible; or (3) 
if a widow entitled to a widowv's current insurance benefit did not have 
in her care a child of her deceased husband entitled to receive a child's 
insurance benefit. 

Section 203 (e): This subsection provides that deductions shall be 
made from any wife's or child's insurance benefit until the total equals 
the wife's or child's benefit or benefits for any month in which the 
individual, with respect to whose wages such benefit was payable, 
rendered services for wages of not less than $15. For example, if 
a child receives a. benefit of $10 per month because of a father who 
is receiving a $20 per month primary insurance benefit, $10 is deducted 
from benefits payable to the child if the father works in a month for 
wages of $15 or more. 
Duplication of deductions prevented. 

Section 203 (f): This subsection prevents the duplication of deduc­
tions under subsections (d) and (e). If, for example, a deduction is 
imposed because of the occurrence in a month of an event enumerated 
in subsection (d), there is no deduction because of employment in 
that month as set forth in subsection (e). 

Report to Board of Employment. 
Section 203 (g): This subsection requires that the occurrence of 

anyv of the events enumerated in subsection (d) or (e) be reported 
to the Board by any individual whose benefits are subject to a deduc­
tion under those subsections. If the individual had knowledge of the 
occurrence of the event, failure to so report is penalized by doubling 
the deduction. 

Deductions because of lunip-sin7 pafnients. 
Section 203 (h): An individual entitled to a benefit under these 

amendments may have been paidl a lumip sum upon attainmnent of 
age 65, under provisions of the Socia~l Security Act in force prior to 
1940. This subsection provides that deductions shall also be made

fromanyprimry nsurance benefit to which an individual is entitled, 
or from any others insurance benefit payable with respect to the wages 
of such individual, until such deductions total the amount of any 
such lump-sum payment to such individual. Deductions under 
subsections (d), (e), and (h) aire made after any reductions or increases 
which may be required under subsections (a) and (b), and such deduc­
tions may be made in such month or months, and at such r'ate, as the 
Board may determine. 
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OVERPAYMENTS AND UNDERPAYMENTS 

Adjustment of erroneouspayments. 
Section 204 ('a): This subsection provides that errors in payments. 

to an individual shall be adjusted by increasing or decreasing subse­
quent benefits to which such individual is entitled. If such individual 
dies before adjustment has been begun or completed, adjustment 
shall be made by increasing or decreasing subsequent benefits payable 
with respect to the wages which were the basis of benefits of such 
deceased individual. Thus, if error is made in the payment of a 
primary insurance benefit to an individual, adjustment shall be made 
upon his death in favor of or against his widow, children, and parents, 
if any, who are entitled to receive benefits. If error is made in the 
payment of any benefit other than a primary insurance benefit, then 
upon the death of the individual receiving such benefit, adjustment 
shall be made in favor of or against the primary beneficiary on the 
basis of whose wages such erroneous payments were made, and in 
favor of or against any other beneficiary whose benefits are payable 
on the basis of those wag-es.

Section 204 (b) waives any right of the United States to recover by 
legal action or otherwise in any case of incorrect payment to an indi­
vidual who is without fault if adjustment or recovery would defeat 
the purpose of this title or would be against equity and good conscience, 

Section 204 (c) protects from liability any certifying or disbursing 
officer in any. case where adjustment or recovery is9waived under 
subsection (b), or where adjustment under subsection (a) is not com­
pleted prior to the death of all persons against whose benefits deduc­
tions are authorized. 

EVIDENCE, PROCEDURE, AND CERiTIFICATION FOR PAYMENT 

Section 205: This section of the bill provides a detailed procedure 
in connection with benefit determination and payment. Adminis­
trative and judicial review provisions not now provided in the Social 
Security Act are included, and administrative provisions are included 
which are similar to those under which the Veterans' Administration 
operates. 

Section 205 (a) clarifies the Board's power to make rules and regu­
lations to carry out the provisions of title II and directs the Board 
to adopt regulations concerning the nature and extent of proofs to. 
establish rights to benefits. 

Section 205 (b) outlines the general functions of the Board in 
determining rights to benefits. It requires the Board to offer oppor­
tunity for a hearing, upon request, to an individual whose rights are 
prejudiced by any decisoionof the Board. The Board is also authorized, 
on its own motion, to hold such hearings and to conduct such investi­
gations and other proceedings as it may deem necessary or proper, 
and may administer oaths and affirmations and examine witnesses. 
Evidence may be received at any hearing before the Board even though 
inadmissible under rules of evidence applicable to court procedure. 

Section 205 (c) provides a procedure for the establishment, mainte­
nance, and correction of wage records. Clause (1) directs the Board 
to maintain the records, and0upon request to inform any wage earner, 
or after the wage earner's death, his wife, child, or parent, of the 
amount of his wages anid periods of payments, shown by such records 
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at the time of such request. The records are declared to constitute 
evidence of the amount of wages and the periods of payment, and the 
absence of an entry for any period Constitutes evidence that no wages 
were paid in such period. 

Clause (2) provides that, after the expiration of the fourth calendar 
year following any year in which wages were paid or alleged to have 
been paid, the Board's records shall be conclusive of the amount of 
wages and periods of payment except as provided in clauses (3) and (4). 

Clause (3) authorizes the Board to correct its records prior to the 
expiration of such fourth year. Written notice of any revision which 
is adverse to the interests of any individual shall be given to such 
individual in any case where he has been previously notified by the 
Board of the amount of wages and the periods of payment shown by 
the records. Upon request prior to the expiration of such fourth year 
or within 60 days thereafter, the Board shall afford any wage earnier, 
or after his death, his wife, child, or parent, a hearing with respect to 
any alleged error in its records. 

Clause (4) provides for a limited correction of the records after the 
expiration of the fourth year. The procedure is the same as that pro­
vided in clause (3), but no change can be made under this clause except 
to conform the records with tax returns and other data submitted 
under title VIII of the Social Security Act or subchapter A of chapter 
9 of the Internal Revenue Code, and regulations thereunder. 

Clause (5) provides for judicial review of decisions under this 
subsection in the same manner as is provided in subsection (g).

Section 205 (d) authorizes the Board to issue subpenas requiring the 
testimony of witnesses and the production of evidence. 

Section 205 (e) authorizes Federal courts to order obedience to the 
subpena of the Board and to punish as contempt any disobedience of 
the court's order. 

Section 205 (f) provides that the privilege against self-incrimination 
shall not excuse any person from testifying but that he shall not be 
prosecuted or subjected to a penalty or forfeiture on account of any 
matter concerning which he is compelled to testify after claiming his 
privilege against self-incrimination. 

Section 205 (g) provides that any individual may obtain a review 
of any final decision of the Board made after a hearing to which he 
was a party, by commencing a civil action in the appropriate district 
court of the United States within 60 days after notice of the decision 
is mailed to him. The present provisions of the Social Security Act 
do not specify what remedy, if any, is open to a claimant in the event 
his claim to benefits is denied by the Board. The provisions of this 
subsection are similar to those made for the review of decisions of 
many administrative bodies. The Board's decisions on questions of 
law will be reviewable, but its findings of fact, if supported by sub­
stantial evidence, will be conclusive. Where a decision of the Board 
is based on a failure to submit proof in conformity with a regulation, 
the court may review only the question of conformity of the proof 
with the regulation and the validity of the regulation. Provision is 
made for remanding of proceedings to the Board for further action, 
or for additional evidence. 

Section 205 (h) provides that the findings and decision of the Board 
after a hearing shall be binding upon all individuals who were parties 
to such hearing and that there shall be no review of the Board's 
decisions by any person, tribunal, or governmental agency except as 
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provided in subsection (g). Actions may not be brought against thle 
United States, the Board, or any of its officers or employees under 
section 24 of the Judicial Code to recover on any claim arising under 
title II. 

Section 205 (i) incorporates substantially the provisions of the 
present section 207 of the act with respect to certification by the 
Board of the individuals entitled to payments, except that certifica­
tion is made to, and payment is made by, the m nagin trustee. It is 
provided that the Board may withhold certifiatgion pending court 
review under subsection (g). 

Section 205 (j) provides that the Board may, where it appears that 
the interest of thle applicant would be served thereby, whether lie is 
legally competent or incompetent, make certification for payinents 
directly to him or to a relative or some other person, for the utse and 
benefit of such applicant. 

Section 205 (k) provides that any payments hereafter made tunder 
conditions set forth in subsection (jany payments mnade before 
January 1, 1940, to, or on behalf of, legally incompetent individuals. 
and any payments made after December 31, 1939, to a legally incom­
petent individual without knowledge by the Board of such incomnpe­
tency prior to certification of payment, if otherwise valid under this 
tit-le, shall be a complete settlement and satisfaction of any claim, 
right, or interest in and to such payment. 

Section 205 (1) authorizes the Board to delegate thle powers conl­
ferred upon it by this section. This includes the power to issue 
subpenas, conduct hearings, make determinations of the right to 
benefits, and make certification of payments. It also authorizes the 
Board to appear by its own attorneys in court proceedings under sub­
section (e) for the enforcement of Board subpenas. 

Section 205 (in) provides that applications for benefits filed prior to 
3 months before. the applicant becomes entitled to receive benefits, 
shall be invalid. 

Section 205 (n) authorizes the Board to certify to the, managing 
trustee any two or more individuals in the same famuily for joint 
payment of the total benefits payable to such individuals. 

REPRESENTATION Or CLAIMANTS BEFORE THE BOARD 

Section 206: This section authorizes the Board to prescribe regula­
tions concerning the practice of attorneys, agents, and other persons 
in the preparation or presentation of claims for benefits before the 
Board, and the Board may require of such agents or other persons 
(other than attorneys) as a condition to recognition that they show 
that they are of good character and good repute and are competent to 
represent claimants. Ananttornievin good standing whiois admiitted to: 
practice before the highest court of a State, Territory, or District, or 
before the Supreme Court of the United States or an inferior Federal 
court, is entitled to represent claimants before the Board. Under 
certain conditions an individual may be suspended or prohibited froni 
further practice before the Board. While i is not contemplated that 
the services of an agent or attorney will be necessary in presentiung 
the vast majority of claims, the, experience of other agencies would" 
indicate that where such services are performed the fees charged there­
for should be subject to regulation by the Board, and it is so provided. 
The provision is similar to the statute (5 U. S. C., sec. 261) gilving the 
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Treasury Department comparable authority. For the purpose of 
protecting claimants and beneficiaries a penialty is provided for 
violation of Board regulations prescribing fees an(I for deceiving, 
misleading, or threatening claimants or beneficiaries with intent 
to defraud. 

ASSIGNMENT 

Section 207: This sect-ion is identical with section 208 of the Social 
Security Act which provides that a right to payment under this title 
shall not be transferable or assignable nor shall any moneys paid or 
payable be subject to execution or other legal process. 

IPEN'ALTIES 

S~ection 208: This section is designed to protect, the system against
fraud. The present penal provisions are broadened and clarified so 
as to specifica lly apply to the making of false statements such as in 

t~ax returns, tax 'claims`, etc., for the puipose of obtaining or increasing 
benefits, and to apply to the making of false statements, affidavits, or 
documents in connection with an aplplication for beniefits, regardless 
of whether made by the applicant or some other per~son. 

DEFIN111ONS 

Defintition, of wages. 
Section 209 (a): This subsection continue~s the present definition 

of NNages, but excludes certain payments heretofore included. Para­
graph (2) excludes all payments made by the employer to or on behalf 
of an employee, or former employee, under aplan or system providingfor 
retirement benefits (including pensions), or disability benefits (includ­
ing medical and hospitalization expenses), but not life insurance. 
These payments would be exclmded even though the amount or possi­
bility of such payments is taken into consideration in fixing the amount 
of remuneration and even though such payments aire required, either 
expressly or impliedly, by the contract of employment. Since it is 
the practice of some employers to provide for such~payments through 
insurance or the establishment and maintenance of funds for the pur­
pose, the premiums or insurance payments and the payments made 
into or out; of any fund would likewise be excluded from wages. Para­
graph (3) expressly excludes from wages, payment by an employer 
(without deduction from the remuneration of, or other reimbursement 
from, the employee) of the employee's tax imposed by section 1400 
of the interna~l Revenue Code (formerly sec. 801 of the Social Security 
Act.) and employee contributions under State unemployment comn­
pensation laws. Paragraph (4) excludes dismuissal payments which 
the employer is not legally obligated to miake.' 

The exclusion of remuneration paid prior to January 1, 1937, is 
merely a technical change. Such remuneration has never been any
basis for the benefits under this title, being excluded in the. provisions 
providing the benefits. Such provisions are simplified by transferring 
the exclusion to the definition of wages. 
Dcfinition of employment. 

Section 209 (b): This term is defined to mean any service performed 
prior to January 1, 1940, which would be included under existing law 
for purposes of credit toward benefits; and to mean any service per­
formed after December 31, 1939, by an employee for thie person em­
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ploying him, irrespective of the citizenship or residence of either, (A) 
within the United States, or (B) on or in connection with an American 
vessel (defined in subsec. (d)) under a contract of service entered into 
within the United States or during the performance of which the vessel 
touches a port therein, if the employee is employed on, and in connec­
tion with, the vessel when outside the United States. No substantive 
change in existing law is made by the introductory paragraph of this 
provision except the extension of the definition to include service on 
American vessels. This extension is designed to include, with the 
qualifications noted, all service which is attached to, or connected 
with, the vessel (e. g., service by officers and members of the crew and 
other employees such as those of concessionaires). Individuals who 
are passengers on the vessel in the generally accepted sense, such as an 
employee of an American department store going abroad, would not 
be included, because their service has no connection with the vessel. 
Service performed on, or in connection with, an American vessel within 
the United States will be on the same basis as regards inclusion as other 
services performed within the United States. 

Under existing law service performed within the United States 
(which otherwise constitutes employment) is covered irrespective of 
the citizenship or residence of the employer or employee. The 
amendment makes clear that this will be true also in the case of 
maritime service covered by the amendment, regardless of whether 
performed within or without the United States. The basic reasons 
which caused the original coverage to be made without distinctions 
on account of citizenship or residence apply in the case of seamen. 
The number of foreign seamen who may be employed on American 
vessels engaged in trade is limited under our shipping laws. 

The definition of the term "employment" under the amendment. 
as applied to service rendered prior to January 1, 1940, retains the 
exemptions contained in the present law. The definition applicable 
to service rendered on and after that date continues unchanged sonic 
of the present exemptions, revises others, and adds certain addi­
tional ones. 

Paragraph (1) continues the exception of agricultural labor, but a 
new subsection (1) defines the term for purposes of the exclusion. 

Paragraph (2) continues the present exception of domestic service 
in a private home, but adds to the exception such service in a local 
college club or local chapter of a college fraternity or sorority (not 
including alunmi clubs or chapters). Thus services of cook, waiter, 
chambermaid, and the house mother, performed for these local 
clubs and chapters, are exempt. 

Paragraph (3) continues the present exception of casual labor not 
in the course of the employer's trade or business. 

A new paragraph (4) excludes service performed by an individual in 
the employ of his son, daughter, or spouse, and service performed by a 
child under the age of 21 in the employ of his parent. This exclusion 
is already contained in the Federal unemployment tax provisions of 
the existing law and is considered advisable because of the possibility 
offered by such employment for collusion in building up credits in 
certain cases which offer a high return for a small amount of contribu­
tions. 

Paragraph (5), which takes the place of the existing exclusion of 
service on documented vessels, excludes service performed on or in 
connection with a vessel not an American vessel, if the employee is 
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employed on and in connection with such vessel when outside the 
United States. This provisioin excludes all service, although per­
formed within the United States, which is rendered by an employee 
who was rendering service on and in connection with such a vessel 
upon its entry into the United States or who is rendering such service 
upon departure of the vessel from the United States. Thus, officers 
and members of the crew and other employees whose service is 
rendered both on and in connection with the vessel (such as employees 
of concessionaires and others whose service is similarly connected with 
the vessel) when on its voyage are excluded even though the vessel is 
within the United States, if they come into or go out of the United 
States with the vessel. 

Paragraph (6) continues the exemption of service performed in the 
employ of the United States but, with respect to instrumentalities of 
the United States, limits the exemption to those instrumentalities 
which are (A) wholly owned by the United States or (B) exempt from 
the tax imposed by section 1410 of the Internal Revenue Code 
(formerly sec. 804 of the Social Security Act) by virtue of any other 
provision of law. The change in this provision brings within this title 
of the act certain Federal instrumentalities not falling within clause 
(A) or (B), above, such as national banks. 

Paragraph (7) continues the exemption of service for State govern­
ments, their subdivisions and instrumentalities, but limits the exemp­
tion with respect to instrumentalities so that it applies only to an 
instrumentality which is wholly owned by a State or political sub­
division or which would be immune from the tax imposed by section 
1410 of the Internal Revenue Code (formerly sec. 804 of the Social 
Security Act) by the Constitution. The amendment thus narrows the 
present exemption and in no case broadens it. 

Paragraph (8) continues the exemption of religious, charitable, 
scientific, literary, or educational organizations, but brings the language 
of the exemption into conformity with the corresponding exemption 
from income tax under section 101 (6) of the Internal Revenue Code, 
by adding a specific disqualifying clause applicable where any sub­
stantial part of the activities of the organization is carrying on 
propaganda or otherwise attempting to influence legislation. 

Paragraph (9) continues without change the present provisions of 
law exempting services of employees covered by the railroad-retirement 
system. This provision leaves unchanged the exemption of the service 
of an individual in the employ of an employer subject to the railroad 
retirement system even though the individual receives remuneration 
in a form, e. g., tips, not recognized as compensation under the Railroad 
Retirement Act and subchapter B of chapter 9 of the Internal Revenue 
Code (formerly the Carriers' Taxing Act of 1937), and leaves un­
changed the inclusion of service in case it is performed by an employee 
in the segregable nonrailroad activities of an employer where segre­
gation of the railroad activities from nonrailroad activities is found 
necessary in the interpretation and administration of the laws relating 
to the social-security system and the railroad-retirement system. 

Paragraph (10) provides several new exclusions from employment. 
Clause (A) exempts certain service in any calendar quarter performed 
in the employ of an organization exempt from income tax under 
section 101 of the Internal Revenue Code, if (i) the remuneration for 
such service does not exceed $45; or (ii) without regard to amount 
of remuneration, if the service is performed in connection with the 
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collection Of dues or premiums (away, from the homne Office) for a 
fraternal beneficiary society, order, or association, or is ritualistic 
service (wherever performed) in connection witli such an organiiza­
tion; or (iii), without regard to amuount of remuneration, if the service 
is performed by a studlent enrolled and regularly attending classes at 
a school, college, or university. Organtizations so exempt, from income 
tax and thus wAithin this provision include the following: Certain
labor, agricultural, and horticultural organizations, mutual saving's 
banks, fraternal beneficiary societies, building and loan associations, 
cooperative banks, credit unions, cemetery companies, business 
leagues, chamnbers of commerce, real estate boards, boards of trade, 
civic leagues, local associations of employees, social clubs, local benev­
olent life insurance associations, mnutual irrigation and telephone com­
panies, farmers' or other mutual hail, cyclone, casualty, or fire in­
surance companies or associations, farm'ers' cooperative marketing
and purchasing associations, corporations organized to finance crop 
operations, voluntary employees' beneficiary associations, and religious 
or apostolic associations or corporations.

Paragraph (10), clause (B), excepts seivice in the employ of an 
agricultural or horticultural organizatiou, regardless of the amount of 
remuneration. These organizations aie identical with agricultural 
.and horticultural organizations exempt from income tax under section 
101 (1) of the Jnterna~l Revenue Code. 

Paragraph (10), clause (C), excepts service in the emp~loy of a 
voluntary employees' beneficiary association, providing for payment 
of life, sick, accident, or other benefits to the, members of such asso­
ciation or their dependents, if (i) no part of its net earnings inures 
(other than through such payments) to the benefit of any privat~e
shareholder or individual, and (ii) 85 percent or more of the income 
consists of amounts collected from members for the, sole purpose of 
making such payments and meeting expenses. This exemption is 
identical with that of these organizations under section 101 (16) of 
the Internal Revenue Code and will have the same scope. 

Paragraph (10), clause (D), excepts all service performed in the 
employ of a voluntary employees' beneficiary association providing 
for the payment of life, sick, accident, or other benefits to the members 
of such association or their dependents or designat~ed beneficiaries, if 
(i) admission to membership in such association is limited to indi­
viduals who are employees of the United States Government, and (ii) 
no part of thme net earniings of such association inures (other than 
through such payments) to the benefit of any private shareholder or 
individual. 

Paragraph (10), clause (E), excepts service performed in any calen­
dar quarter in the employ of a,school, college, or university, not exempt
from income tax, if such service is performed by a student enrolled and 
regularly attending classes at such school, college, or university, and 
the remuneration for schel service does not exceed $45. In deter­
mining the remuneration, for purposes of the $45 limitation, the value 
of room, board, and tuition, if furnished by the school, college, or 
university as part of the remuneration, wvouldt be excluded. 

A ca-lendar quarter is any period of 3 ca~lenda~r months ending on 
March 31, June 30, September 30, or December 31. 

Paragraph (11) excepts service performed inl the employ of a foreign 
government,' and paragraph (12) similarly excepts, on a basis of 
reciprocity, service performed in thje employ of an instrumentality 
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wholly owned by a foreign government. These paragraphs are, by 
section 902 (f) of the bill,inade retroactively effective to the date of the 
enactment of the Social Security Act. 

Paragraph (13) excepts service performed as a student nurse in the 
employ-of a hospital or a nurse's training school by an individual who is 
enrolled and is regularly attending classes in such a school chartered 
or approved pursuant to State law; and service performed as an interne 
(as (iistinguislie( from a, residlent doctor) in the employ of a hospita~l 
by, an individual who has completed a, 4 years' course in a medical 
school efiartered or approvedl pursuant to State law. 

Section 209 (c): This section relates to an employee wlie has 
performed both included and excluded service for tiie samne employer 
during a pay period. It provides that if one-half or more of the 
services constitutes included employment, all of such service will be 
included; but that if less than one-half constitutes included employ­
mient, all will be excluded. The provision does not apply to the service 
of an employee in a pay period if any of thme service of the employee 
in thme pay period is covered under the railroad retirement system. 

Definitionof Amerlican vessel. 
Section 209 (d): Thi's terni is defined to mean any vessel docu­

mented or numbered under the laws of the United States; and also 
to include any vessel neither so (locumnented nor numbered nor docu­
mentedl under the laws of any foreign country while the crew is in the 
employ only of citizens or residents of the United States or corporations 
organized under the laws of the United States or of any State. 
"Primaryinsurance benefit" defined. 

Section 209 (e) defines the term "primary insurance benefit" and 
is the basis for the computation of benefits under section 202. "'Pri­
mary insurance benefit" means an amount equal to the sum of the 
following: (1) (A) 40 percent of the amount of an individual's 
average monthly wage, if such average monthly wage does not exceed 
$50, or (B) if such average monthly wage exceeds $50, 40 percent of 
$50, plus 10 percent of the amount by which such average monthly 
wage exceeds $50, andl (2) an amount equal to 1 percent of the amount 
computed under (1) above multiplied by the number of years in which 
$200 or more of wages were paid to such individual. This section 
sets forth the mnethod of computing the amount of a primanry insurance 
benefit for a month. In the case of a living individual such amiount 
is the amount payable as a benefit uhder section 202 (a,) Such amount 
also serves as the basis for comnputing, in the case of a living or deceased 
individual, any other benefit (or a lump sum) which may he payable 
on the basis of such individual's wages. 

Average monthly wage. 
Section 209 (f) defines the term "average monthly wage" as used in 

the formula set forth in subsection (e) to mean the quotient obtained 
by dividing the total wages paid an individual before the year in 
which hie died or became entitled to receive primary insurance beniefits, 
whichever first occurred, by 12 times the number of years elapsing 
after 1936 and before such year in which he died or became so entitled, 
excluding any year prior to the year in which he attained the age of 22 
during which h~e was paid less than $200. In no case, however, shall 
such total wages be divided by a number less than 38. 

I 522390- Et9--- 4 
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Fully insured individual. 
Section 209 (g) defines the term "fully insured individual." Since 

this definition will determine the earnings requirements for eligibility 
for all primary insurance benefits, and therefore for a number of 
benefits for dependents of individuals with primary insurance benefits, 
it will substantially affect the extent to which benefit payments 
will be, a charge against the Federal old-age and survivor insurance 
trust fund. The definition is designed, therefore, adequately to pro­
tect the trust fund, and at the same, time (a) to afford some benefit 
protection to individuals who have now attained or are approaching 
age, 65 (and their dependents) and who, since the, old-age insurance 
provisions of the Social Security Act became effective, have ordinarily 
had little opportunity to build up large wage credits (see par.(1 
and (2) of definition); (b) to establish reasonable, but somewhat 
stricter, requirements for individuals who will have a longer time in 
which to accumulate qualifying wages (see par. (3) of definition); and 
(c) to take care of individuals who have been paid wages in covered 
employment over a long period of time (see par. (4) of definition). 
The following summary of the definition will indicate its general 
effect: 

Paragraph (1) of the definition provides that individuals who attain 
age 65 prior to the year 1940, in order to become fully insured in­
dividuals, must have not less than 2 years of coverage (explained in 
definition) and have been paid not less than $600 in wages. This is 
a fiat minimum requirement which applies without reglard to the 
particular year in which an individual attained age 65. 

Paragraph (2) of the definition applies to individuals who die or 
attain age 65 after 1939 and before 1946. It provides a formula for 
determining the requirements for becoming a fully insured individual, 
based on the number of years elapsing after 1936 and up to and includ­
ing the year of death or attainment of age 65. If an individual dies in 
1940, he must have at least 3 years of coverage and $800 in wages. 
Every second year after 1940 (beginning in 1942) the number of years 
of coverage required increases by 1 year, and every year after 1940 
the amount of wages required increases by $200 over the amount 
required for the preceding year. Thus, an individual dying or 
attaining age 65 in 1945 must have 5 years of coverage and $1,800 
in wages to be fully insured. 

Paragraph (3) provides a formula for determining the requirements 
for individuals who die or attain age 65 in 1946 or thereafter. 
The determination is based on the number of years elapsing after 
1936 or after the year in which an individual attained age 21 (if he. 
attained that age after 1936) and up to and including tbe year of 
death or attainment of age 65, subject to a minimum of 5 years of 
coverage and minimum wages of $2,000. The provision continues 
the same rate of increase in coverage requirements from year to year, 
as provided under paragraph (2), but in no event are wages mn ex­
cess of $2,000 required. The minimum coverage provisions are 
applicable only in cases where the number of years of coverage de­
termined in accordance with the formula is below the minimum. 
Thus, if an individual attains age 21 in 1950 and dies in 1956, the 
formula would require only 4 years of coverage, which, by operation
of the minimum, would be increased to 5 years of coverage. The 
total wages required would, of course, be $2,000. 
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Under paragraph (4) any individual who has accumulated 15 years 
.of coverage is fully insured, whether or not he earns any wages 
thereafter. 
Currently insured individual. 

Section 209 (h) defines the term "currently insured individual" to 
mean any individual with respect to whom it appears to the satisfac­
tion of the Board that he has been paid wages of not less than $50 
for each of not less than 6 of the 12 calendar quarters immediately 
preceding the quarter in which he died. The purpose of this provi­
sion is, while avoiding an unwarranted drain on the trust fund, to 
provide protection for the surviving dependents of individuals who 
are paid a certain minimum amount of wages in covered employment 
within the last 3 years before death, but who have not worked in 
such employment long enough and have not been paid sufficient wages 
to have qualified them as fully insured individuals. 

Section 209 (i) defines the term "wife" to mean the wife of an indi­
vidual who was married to him prior to January 1, 1939, or if later, 
prior to the day upon which he attained the age of 60. 

Section 209 (j) defines the term "widow" (except as used in see. 
202 (g)) as the surviving dependent wife of an individual who was 
married to him prior to the beginning of the twelfth month before the 
month in which he died. 

Section 209 (k) defines the term "child" (except as used in see. 
202 (g)) as the child of an individual, and the stepchild of an individual 
by a marriage contracted prior to the date upon which he attained the 
age of 60 and prior to the beginning of the twelfth month before the 
month in which he died, and a child legally adopted by an individual 
prior to the date upon which be attained the age of 60 and prior to 
the beginning of the twelfth month before the month in which he died. 
Definition of "agriculturallabor." 

Section 209 (1): The present law exempts "agricultural labor" 
without defining the term. It has been difficult to delimit the applica­
tion of the term with the certainty required for administration and 
for general understanding by employers and employees affected. 

Your committee believes that greater exactness should be given 
to the exception and that it should be broadened to include as "agri­
cultural labor" certain services not at present exempt, as such services 
are an integral part of farming activities. In the case of many of 
such services, it has been found that the incidence of the taxes falls 
exclusively upon the farmer, a factor which, in numerous instances, 
has resulted in the establishment of competitive advantages on the 
part of large farm operators to the detriment of the smaller ones. 

Paragraph (1) of this subsection. exempts service performed on a 
farm, in the employ of any person, in connection with cultivating the 
soil, or in connection with raising or harvesting any agricultural or 
horticultural commodity, including the raising, feeding, and manage­
ment of livestock, bees, poultry and fur-bearing animals. Such serv­
ices are exempt under existing law only if performed in the employ of 
the owner or tenant of the farm on which they are rendered. Services 
performed on a farm in connection with the raising, feeding, and man­
agement of fur-bearing animals, such as foxes, not now exempted, will 
be exempt under paragraph (1). This paragraph also continues the 
existing exclusion of services performed on a farm in the raising or 
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harvesting of horticultural connmod ities, including flowers and nursery 
products, such as youing fruit trees. ornamental plants, and shrubs. 

Paragraph (2) of the subsection excepts services in the employ of 
the owner (whether, or not such owner is in possession) or tenant of a 
farm in connection with the operation, management, or mainteniance 
of such farm, if the major part of those services are performed on a 
farm. Under this language certain services are to be regarded a~s 
agricultural even though they are not performed in conducting any of 
the operations referred to in paragraph (1). Services performed in 
connection with the "operation, manlagemient. or maintenance" of a 
farm inay include, for example, services ]performed by carpenters, 
paintcrs,'farmn supervisors, irrigation engineers, bookkeepers, and 
other skilled or semiskilled workers whose services contribute in any 
way to the proper conduct of the farm or farms operated by their 
employer. Somc of these services at present constitute covered em­
ployment under some circumstances but not under othe~r circum­
stances. It. is stipulated that the services referred to in this para­
graph must be performed in the employ of the owner or tenant of 
the farmn so that thme exemption will not extend to services performed 
by such persons as employees of a commercial painting concern, for 
example, which contracts with a farmier to renovate his farm properties. 

Paragraph (3) extends the, exception to services performed in con­
nection with certain specified products and operations. Ordinarily 
these services are performed on a farm or a-re of such a character as 
to warrant no different treatment than is accorded services per­
formed in connection with farming activities. In order that a uni­
form rule may be applied in the ca,,ise of these services, they will be 
excepted whether or iiot. performcd on a.farm or in the employ of the 
owner or tenant, of a farm, In the case of maple sap. the exemption 
will extend to services in connection with the processing of the sap 
into maple sugar or maple sirup, but not, in the subsequent blending 
or other processhmg of such sugar or sirup with other products. Under 
the prcsent exception services performed in connection with the pro­
duction of maple sirup or maple sugar dlo not constitute "agricultural 
labor." Similarly, the existing exception does not extendl to services 
performed in connection with the growing, harvesting, processing, 
packing, and transporting to market of oleoresin, gum spirits of tur­
pentmne, and gum resin. Under this paragraph, however, the excep­
tion will apply to services performed in connection with the produc­
tion or harvesting of crude gum (oleoresin) from a living tree and of 
the following products a~s processed only by the original producer of 
the crude guin (oleoresin): Gumn spirits of turpentine and guni resin, 
as defined in the Ag-ricultura~l Marketing Act, as amended. Services 
performted in connection with any- hatching of poultry and in connec­
tion with the ginning of cot-ton will also be excepted. Services per­
formed in connection with the raising or harvesting of mushrooms 
constitute "agricultural labor" under existing law, only when per­
formed oii a farm. The fact. that mushrooms are not usually grown 
under ordinary field conditions but are grown in cellars, caves, barns, 
or in sheds specially constructed for the purpose has re-suilted in the 
employees of some growers being covered while employees of others 
are not. Under this paragraph all such services will be excepted. 

Paragraph (4) of the subsection extends the exemption to service 
(though not performed in the e~mploy of the owner or teimflt of a 
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farm) performed in the handling, freezing, grading, storing, or deliv­
ering to storage or to market or to a carrier for transportation to 
market, any agricultural or horticultural commodity, provided such 
service is performed as an incident to ordinary farming operations or, 
in the case of fruits an~d vegetables, as anl incident tlo the preparation 
of such fruits or vegetables for market. The provisions of the para­
graph, however', (10 iiot extend to services performed in connection 
with commercial canning or comnmercial freezing, nor to services per­
formed in conn1ection) With anyV dgriculti ral or hiorticuiltural commiodity 
after its deliverv to a terminial market for distribu tioti for consurnp­
tion. The expression "as an incident to ordinary farming operations"
is, in general, intended to cover all services of thre character described 
in the paragraph which are ordinarily performed by the employees of 

afarmner or by employees of a. farmers,' cooperative organization or 
group,1as. a prere(q uiSit,.~to the iiarcigi its uimininifictured state, 
of any agricultu~ral or horticutltuiral commodity produiced by Sucb 
farmer or by the members of sitch organization or group. The ex­
pression also incluides the dlelivery of suich commodity to the place 
where, iii the ordinary and natural course of the particular kind of 
farming operations involved, the coinuioditv accumulates in storage 
for distribution into the usual channels of commerce and consump­
tion. To the extent that suich farmers, organizations, or groups, 
engage in the handling, etc., of commodities other than those of their 
own production or that of their members, such handling, etc., is not 
regarded as being cairried onl 'as anl incident to ordinary farming 
operations.'' In such a case the rules set forth in subsection (c) of 
this section apply'%

In the case of fruits and vegetables. however-, whether or not of a 
perishable nature, services performed in the handling. drying, packing, 
etc., of those comminodities constitute "agricultural labor` even though 
not performed as an incident to ordinary farming operations, provided 
they are rendered as anl incident to the preparation of such ffruits or 
vegetables for market. Under this portion of the paragraph, for ex­
amiple, services performed ine the sorting, or grading of citrus fruits or 
in the cleaning of beans, as an iiicident to their preparation for market, 
will be excepted irrespective of whether performed in the employ of 
a farmer, a farmers' cooperative, or a conunercial handler of such 
commodities. 

Since the services referred to in this paragraph inust be rendered in 
the actual handling,, drying, etc., of the commodity, the paragraph 
does not exempt services performed by stenographers, bookkeepers, 
clerks, and other office employees in the employ of farmers, farmers' 
cooperative organizations or groups, or commercial handlers. To the 
extent that services of this chtaracter are performed in the employ of 
the owner or tenant of a farm, however, and a-re rendered in major 
part on a farm, they may be exempt under the provisions of paragraph 
(2). 

The last sentence of the, subsection makes it clear that the term 
"farm" as used in this subsection has a broad and comprehensive 
meaning. The term, for example, includes fur-bearing animial farms. 
Under present law, services performed in connection with the opera­
tion of such farms constitute covered employment. The term also 
includes greenhouses or other similar structures used primarily for the 
raising of agricultural or horticultural commodities, regardless of their 
location. Under the existing exception, labor performed in some 
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greenhouses is excepted while labor in others is not. The, inclusion 
of greenhouses of the kind specified, within the meaning of the term 
"farm," will make for a more uniform treatment of greenhouse labor 
and lessen the administrative difficulties which this class of cases 

presnts sedprimarily for purposes such as storage orGrenhoses 
dislaypurose orforthefabrication of wreaths and corsages 

(usallinconecton iththe operation of a retail establishment) 
do otof omewitin the exception.oure, 

Section 209 (in) provides that determiiiation of whether an applicant 
is the wife, widow, parent, or child of an individual is to be made by 
applying such law as the courts of the State of domicile of the indi­
vidual would apply in determining the devolution of intestate personal 
property or if such individual was not domiciled in a State, by the 
courts of the District of Columbia; also that applicants who accord­
ing to such law have the same status as a wife, widow, parent, or child 
shall be deemed such. 

Section 209 (n) provides that a wife shall be deemed to be living
with her husband if they are both members of the same household,. 
or she is receiving regular contributions from him toward her sup port, 
or he has been ordered by any court to contribute to her support; 
and that a widow shall be deemed to have been living with her husband 
at the time of his death if they were both members of the same house­
hold at the time of his death, or she was receiving regular contributions. 
from him toward her support on such date, or he had been ordered by 
any court to contribute to her support. 

TITLE 111-AMENDMENTS To TITLE III OF THE SOCIAL SECURITY AcTr 

PAYMENTS TO STATES FOR UNEMPLOYMENT COMPENSATION
 
ADMINISTRATION
 

Section 301: This section substitutes the word "for" for the word 
"in" in the phrase "during the fiscal year in which such payment is to 
be made" in the first sentence of section 302 (a) of the Social Security 
Act. This amendment is recommended in order to authorize the. 
Board to certify unemployment compensation administration grants 
for proper adm~inistrative expenses, regardless of whether incurred 
within the fiscal year in which the grant is made. This amendment 
is necessary because of the practical difficulty of determining and 
certifying with exactness grants to finance all expenses incurred during 
the fiscal year before the end of that year. The substitution of the 
phrase "proper and efficient administration" for the phrase "proper 
administration" in this subsection is made to conform the language
of this subsection with similar language in the amended sections 2 (a), 
402 (a), 503 (a), 513 (a), and 1002 (a) of the Social Security Act. This 
insertion does not effect any substantive changes in this subsection. 
The reference in this subsection to the Internal Revenue Code recog­
nizes the substitution of provisions of the code for the pertinent 
provisions of title IX of the Social Security Act (the old reference). 

PROVISIONS OF STATE UNEMPLOYMENT COMPENSATION LAWS 

Section 302: This section makes certain amendments to the require­
ments made by section 303 (a) of the Social Security Act which a 
State unemployment compensation law must meet in order to qualify 
for grants for administrative expenses. 
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The reference to the Internal Revenue Code, contained in the intro­
ductory sentence, recognizes the substitution of provisions of the code 
for the pertinent provisions of title IX of the Social Security Act (the 
old reference). 

The amendments made by this section to paragraphs (2), (4), and 
(5) of section 303 (a) of the Social Security Act are designed to make 
clear that the State may refund contributions paid into the State fund 
by mistake, and also that cooperative arrangements may be made for 
payment of conipensation (in1 the case of workers who have moved 
from the State in which their compensation rights were earned) by 
one State through employment offices in another State. In addition, 
the amendments would authorize the refund of contributions paid 
with respect to a taxable year by national banks anid other inistru­
mentalities of the United States under the proposed amendment to 
section 1606 of the Internal Revenue Code (formerly sec. 906 of the 
Social Security Act) if the State law under which such contributions 
were collected is not certified by the Board with respect to that year 
under sbction 1603. 

Another change in paragraph (5) substitutes a reference to the 
State unemployment fund for the (Federal) unemployment trust fund. 
This is done because the (Federal) unemployment trust fund is in 
substance merely a place of deposit for State moneys rather than a 
fund out of which benefit payments are to be made. 

The amendment makes no change in paragraphs (3) and (6). 
New paragraphs (8) and (9) would make it necessary for the State 

law to include provision for the expenditure of funds pflid to the State 
for the administration of its unemployment compensation law only 
for the purposes of and in the amounts found necessary by the Board 
for the proper and efficient administration of the State law; and for 
the replacement within a reasonable time of any such funds which by 
any action or contingency have been lost or have been expended for 
purposes other than, or in amounts in excess of, those, fouLnd necessary 
by the Board for the proper and efficient administration of the State 
law. The purpose of these requirements is to minimize thre possibility 
of the Board having to refuse to certify an amount for State adminis­
trative expenses because of misapplication or loss of previously 
granted funds for administrative purposes. 

In order to enable the States to make the necessary changes in their 
unemployment compensation laws without incurring the expense of 
special legislative sessions, the effective date of these two paragraphs 
is postponed until July 1, 1941. 

TITLE IV-AMENDMENTS To TITLE IV OF THE SOCIAL SECURITY ACT 

CHANGES IN REQUIREMENTS FOR STATE PLANS FOR AID TO DEPENDENT 

CHILDREN 

Section 401: This section amends section 402 (a) of the Social Se­
curity Act. Section 402 (a) sets out in clauses (1) through (6) certain 
basic requirements which a State plan for aid to dependent children 
must meet in order to be approved by the Social Security Board. 

Section 401 (a) amends clause (5) so as to make it clear the methods 
of administration of the State plan must be proper ais well as efficient. 

Section 401 (b) adds a new clause, numbered (7), which becomes 
effective July 1, 1941. Under this clause the State plan must p~rovide 
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that the State agency shall, in determining need, take into considera­
tion any income and resources of any child claiming aid under this 
title. It also adds a new clause, numbered (8), effective July 1, 1941, 
which requires that the State plan must provide. safeguards which 
restrict the use or disclosure of information concerning applicants and 
recipients to purposes directly connected with the administration of 
aid to dependent children. These new provisions are similar to those 
added to title I of the Social Security Act by section 101 of the Tbill. 

PAYMENT TO STATES FOR AID TO DEPENDENT CHILDREN 

Section 402: Subsection (a) of this section amiends section 403 of the 
Social Security Act and will become effective onl January 1, 1940. 
Existing law provides for a Federal grant to States heaving til approved 
plan for aid to dependent children in an amount equal to one-third of 
the total of the sums expeilded under any such plan, not counting so 
much of such expendliture with respect to any (lependent child for 
a.ny month aIS eXceeds $18, or if there is more than onie dependent child 
in the same home, as exceeds $18 for any mouth with respect to one 
such dependent child and $12 for such month with respect to each of 
the other dependent children. The conunittee amendment increases, 
the Federal share to one-half and conformis subsection (b) (1) to this 
change. 

Subsection (b) of this section provides that the Board, inl making-
grants to States, shall reduce, the amount to he paid to any State for 
any quarter by a sumi equivalent to the pro rata share to which the 
United States is equitably entitled, as determined by the Board, of the 
net amount recovered by the State or any political subdivision thereof 
with respect to aid to dependent children furnished under the State. 
plan. The provisioniis anew one a.n(l issimnilar inisc~op~eaniloperationi 
to the one included by section 102 of the bill in section 3 (b) (2) of title 
I of the Social Security Act, except that it does not include. the.pmoviso 
relating to funeral expenses of a deceased recipient. 

DEFINITION OF DEPENDENT CHILD 

Section 403: This sectioni amends the definition of "dependenit 
child," contained in section 406 (a) of the Social Security Act, so that 
its provisions will conform to section 401 of the act, which authorizes 
appropriations to enable States to furnish financial assistance to needy 
dependent childrelu. Section 403 of the bill also amiends section 406 
(a) of the Social Security Act by including within the meaning of the 
term "dependent child," a child under the age of 18 if found by the 
State agency to be regularly attending school. The present definition 
includes only children- undler the age of 16. The change will assist 
the States to aid children who are over 16 and under 18 y'ears of age
but are still attending school. 

TITLE V-AmrE,;DTMENTS To TITTE- V OF T11E SOCIAL ECITYACT 

CHANGE IN REQUIREMENTS FOR STATE PLANS FOR MATERNAL AND 
CHILD-HEALTH SERVICES 

Section 501: This section amenlds clause (3) of section 503 (a) of the 
Social Security Act so as to malke it clear that the methods of admixi­
istration of a'State plan for maternal and child-health services must 
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be proper as well as efficient. This change is siffilar to that made in 
the corresponding provisions of titles I, IV, and X. 

(RANGE IN REQUIREMENTS FOR STATE PLANS FOR SERVICES FOR 
CRIPPLED CHILDREN 

Section 502: This section amends clause (3) of section 513 (a.) of 
the Social Securit,1y Act, so as to make it clear that the methods of 
administration of a State plan for services for crippled children must 
be proper as wvell as efficient. This change is similar to that made in 
the corresponding provisions of titles I, IV, and X. 

VOCATIONAL REHABILITATION 

Section 30,3: Tfis~ section iricrea-ses the authorization of appropria­
tions for grants to the States and Hawaii for vocational rehabilitation 
of disabled persons by increasing the amount authorized for this pur­
pose for each fiscal year by section 531 of the- Social Security Act from 
$1,938,000 to $2.938.000. 

TITLE VI1-AMENDMENTS TO THE INTERNAL REVENUE CODE 

FEDERAL INSURANCE CONTRIBUTIONS ACT 

TAXES UNDER SECTIONS 1400 AND 1410 OF THE INTERNAL REVENUE CODE 
(FORMERLY SECTIONS 801 AND 804 OF THE SOCIAL SECURITY ACT) 

Sections 601 and 604: Under the existing provisions of sections 
1400 and 1410 Of the I1nterlial Revenue Code (formerly secs. 801 and 
804, respectively, of the Social Security Act) the rate of tax on em­
ployees and the rate of tax on employers are each scheduled to increase 
on January 1, 1940, from 1 percent of the wages to 13% p~ercent, with a 
further increase of Y,percent at the expiration of succeeding 3-year 
periods until the maximum rate of 3 percent on employees and 3 per­
cent on employers is reached in 1949. Under the amendment the 
increase scheduled for January 1, 1940, would be eliminated, and the 
rate of each tax would be as follows: 

Percent 

For the calendar years 1939, 1940, 1941, and 1942 ------------------------ I 
For the calendar years 1943, 1944, and 1945----------------------------- 2 
For the calendar yean~1946, 1947, and 1948---------------------------- 1 
For the calendar yecar 1949 and subsequent calendar years ----------------- 3 

A fuirther chiange is made by this aiuendimelt.. Sections 1400 and 
1410 of the Intermnl Revenue Code now providle that the rate of tax 
applicable to wages is the rate in effect a~t the time of the performance 
of the services for which the wages are paid. This will unnecessarily 
complicate the maiking of returns land the collection of the taxes in 
later years when the rate of tax has been increased. For exalnple, 
in 1943 the ji'nce of tax increases from 1 percent to 2 percent. Thus, 
wages which are paid in 1943 for services performed ill 1942 will be 
subject to lile 1-percent rate, while wages paid in 1943 for services 
per-formcidin thaityeairwillhe sublject to the 2-perecentrate. Provision, 
must therefore be made in the return for 1943 for the reportimu, of 
wages subject. to the different rates, and, ill auditing the retllrns, it 
will be necessary to ,ascertain not merely the time when the wages 
were paid and received, but also the year of the rendition of the services 
for which the wages are paid. If employers have failed to make the 
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proper distinction, many refunds and additional assessments will 
doubtless be necessary and confusion will result. Under the amend­
ment the rate applicable would be the rate in effect at the time that 
the wages are paid and received without reference to the rate which 
was in effect at the time the services were performed. 

ADJUSTMENTS OF OVERPAYMENT AND UNDERPAYMENT OF EMPLOYEES' 
TAX 

Section 602: Present section 1401 (c) of the Internal Revenue Code 
(formerly sec. 802 (b) of the Social Security Act) is designed to permit 
the employer to adjust, without interest, overpaymeuts and under­
payments of employees' tax without the necessity in the former case 
Of requiring the filing of a claim for refuLnd and in the latter case of the 
making of a demand by the collector for the additional tax. The 
existing provisions of the section require that the adjustment be made 
in connection with subsequent wage payments. The different types 
of situations obtaining at the time the error is discovered and should 
be corrected are numerous. For example, the employee may be con­
tinuously employed and receiving remuneration at regular intervals, 
or lie may be entitled to -no remuneration for some time to come, or 
if he is entitled to remuneration, it may not, he taxable because his 
service is rendered temporarily, or for an indefinite time, in a foreign 
country, or because he has already received $3,000 from the employer 
for services rendered during the calendar year, the maximum talable 
remuneration under section 1426 (a) of the Internal Revenue Code 
(formerly see. 811 (a) of the Social Security Act), or the employee's 
connection with the employer who made the error may have been 
severed. Moreover, undercollections require a procedure different 
from that in the case of overcollections. The use of the term "wage 
payments" causes difficulty since the term "wages" has a restricted 
meaning for the purpose of this tax. Furthermore, it may prove 
desirable in certain circumstances to provide for adjustments at times 
other than in connection with subsequent payments of remuneration 
to the individual. This amendment, by use of the word "remunera­
tion" instead of "wage" and by leaving the manner and time of the 
adjustment to be prescribed by regulations, will enable the adminis­
trative officers to meet the varied situations which arise. 

RECEIPTS FOR EMPLOYEES 

Section 603: This section amends'subchapter A of chapter 9 of thre 
Internal Revenue Code (formerly atle VIII of the Social Security Act) 
by inserting a new section in such subchapter. Subsection (a) of the 
new section requires every employer to furnish each employee with a 
written statement or statements, in a form suitable for retention by 
the employee, showing the taxable wages paid to the employee after 
December 31, 1939, for services rendered in his employ, and the 
amount of tax imposed by section 1400 with respect to such wages. 
In addition, the liames of the employer and employee, and the period 
covered by the statement, are to be shown. Each statement, or 
receipt, must cover one or more, but not more than four, calendar 
quarters. Under existing Treasury regulations the employer is 
required to file a return for each calendar quarter with the collector of 
internal revenue, showing the amount of wages paid to each employee. 
By requiring the receipts to cover one, or more calendar quarters, the 
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.employer is enabled, in making out such receipts, to use the amounts 
of wages of each employee as shown on the copies of the quarterly 
returns which the employer retains. Returns, under existing Treasury 
regulations, must be filed with the collector within the calendar 
month following the close of the quarter. The section gives employers 
an additional month within which to furnish their employees with the 
receipts. However, when an employee leaves the employ of the 
employer, the final receipt, covering the period from the termination 
of the period covered by the last preceding receipt furnished the 
employee, is to be given the employee when the final payment of 
wages is made to him. If the employer chooses, he may under the 
section furnish a receipt to an employee at the time of each payment 
of wages during a calendar quarter, in lieu of covering in a single receipt 
tile total wages paid to the employee during such quarter. 

Subsection (b) provides that any employer who willfully fails to 
furnish a statement to an employee in the manner, at the time, and 
showing the information, required under subsection (a), shall for each 
such failure be subject to a civil penalty of not more than $5. 

TAXES UNDER SECTION 1410 OF THE INTERNAL REVENUE CODE (FRol-

MERLY SECTION 804 OF THE SOCIAL SECURITY ACT) 

Section 604: See section 601, supra. 

ADJUSTMENT OF EMPLOYERS' TAX 

Section 605: The amendment made by this section to section 1411 
of the Internal Revenue Code (formerly sec. 805 of the Social Security 
Act), relating to adjustments of employers' tax, is intended to ac­
complish the same purpose as the corresponding amendmnent to sec­
tion 1401 (c) of the code, relating to adjustments of employees' tax. 
See section 602, supra. 

DEFINITIONS 

Section 606: This section, effective January 1, 1940, amends section 
1426 of the Internal Revenue Code, containing definitions applicable 
in the case of the old-age insurance taxes. 
Definition of Wa7ges. 

Section 1426 (a): This subsection continues the present definition 
of wages, but excludes certain payments heretofore included. Para­
graph (2) excludes all payments made by the employer to or onl behalf 
of an employee or former employee, under a plan or system providing 
for retirement benefits (including pensions), or disability benefits (in­
cluding medical and hospitalization expenses), but not life insurance. 
These payments will be excluded even though the amount or possi­
bility of such payments is taken into consideration in fixing the 
amount of remuneration and even though such payments are re­
quired, either expressly or impliedly, by the contract of employment. 
Since it is the practice of some employers to provide for such pay­
ments through insurance or the establishment and maintenance of 
funds for the purpose, the premiums or insurance payments and the 
payments made into or out of any fund will likewise be excluded from 
wages. Paragraph (3) expressly excludes from wages the payment 
by an. employer (without deduction from the remuneration of, or 
other reimbursement from, the employee) of the employee's tax im­
posed by section 1400 of the Internal Revenue Code (formerly sec. 
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801 of the Social Security Act) and employee contributions under 
State unemployment compensation laws. Paragraph (4) excludes 
dismissal payments which the employer is not legally obligated to 
make. 
Defin-ition of emiployen~t. 

Section 1426 (b): This termn is (lefined t~o mnean any service per­
forined prior to January 1, 1940, Which Constituted] enmploymnent as 
defined in this section prior to such daite; and to me n any service 
performed after December 31. 1939. by an emrployee for the person
employing him, irrespective of the citizenship or residence of either, 
(A) within the U~nited States or (B) on or in connection with an 
American vessel (defined in subsection (Ii)) under a contract of service 
enteredl into within the United States or during the performance of 
which the vessel touches a port therein, if thle crnployev i:; employed 
on and in connection with the vessel when outs-ide thre Lhiidted States. 
No substantive change in existing law is e'4lectedI by the introductory 
paragraph of this provision except the extension of the (definlition to 
include service on Americain vessels. This ex tension is dlesign~ed to 
include. with the qualifications noted, all service which is attached 
to or connected withi the vessel (e. g., service bv officers, aind meinbems 
of the crew and other employees such as those of concessionaires). 
Individuals who are passengers on the vezssel in the generally accepted 
sense, such as an employee of an American department store going 
abroad, will not. be included because suceh servic~e has no connection 
with the vessel. Service performed on or hir connection with an 
American vessel within the U7nited States will be on the same basis 
as regards inclusion ais other service performed withinl theITnifted 
States. 

Under existing law service performed within the United States 
(which otherwise constitultes employment) is covered irrespective of 
the citizenship or residence of thie empl')oyer or emtployee. The 
amendument makes clear that this will be true also in tfie case of 
maritime service covered by' the ameundmEnt, regardless of whether 
performed within or without the United States. The basic rea9sons 
which caused thme origpina~l coverage to be mnade without (listinctions 
on account of citizenship or residence apply in the case of seamen. 
The numbers of foreign sea~men who may b'e einployedl on American 
Vessels engaged in trade is limited under our shippinig lawNNs. 

The, definition of the tern ''employment" under time arinendniient, 
as applied to service rendered p)rior to Jantuary 1, 1940, retains, the 
exemptions contained in the present la-w. The' definition applicable 
to service reiidered on aned aifter that date continues ilnchamiiged somne 
of the pre-sent exemnptions, revises others, ,and adds certain ~additiojndl 
ones. 

Paragraph (1) continues the exception of agricultural labor, but a 
new subsection (i) defines the term for purposes of the exclusion. 

Paragraph (2) continues the present exception of domestic service
ina private home, but adds to the exception such service. in at local 

college club, or local chapter of a college fraternity or sorority (not
including alumini clubs or chapters). Thus service's of cook, waIiter, 
chambermaid, and the house mother, performed for these local clubs 
and chapters, are exempt. 

Paragraph (3) continues the present exception of casual labor not 
in the course of t~he emplover's trade or business. 
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A new p)aragraphl (4) excludes service performed by an individual 
in the employ of his son, daughter, or spouse, and service performed by 
a child under the age of 21 in the employ of his parent. This exclu­
sion is alre~ady contained in the Federal unemployment tax provisions 
of time existing law. The old paragraph (4), which excluded service 
performed by anl individual who has attained the age of 65, is repealed. 

Paragraphs (5) to (13), inclusive, are identical with the same para­
graphs in section 209 (b) of the Social Security Act., For detailed 
analysis of such paragraphs see pp. 46-49 of this report. 

Section 1426 (c): This subsection relates to an employee who has 
both included amid excluded service for the same employer (lurilng a 
pay period. It provides that if one-half or more of the services conl­
stitutes included employment, all of such service will be included; 
but that if less than one-half constitutes included employment, all 
will be excluded. 

The provision does not apply to the service of anl employee in a 
pay period if anly of the service of the employee in the pay period is 
covered under subchapter B of chapter 9 of the Internal Revenue 
Code (formerly the Carriers Taxing Act of 1937). 
Definitioii of employee. 

Section 1426 (d): This definition is identical with the definition in 
section 1101 (a) (6) of the Social Security Act, which is applicable 
to title 11 (see see. 801 of the bill). The amendment to the defi­
nition relates to salesmen. lIi soiue instances where remunleration 
is by way of commission amid the services are performed away fromn 
the place of business of the person for whom they are performed, the 
individual performing the services is held to be an employee, while 
in others lie is held not to be an eniployee. A restricted view of the 
employer-eniployee relationship should not be taken in the adminis­
tration of the Federal old-age and survivors insurance system in 
making coverage determinations. The tests for determining the re­
lationship laid down in cases relating to tort liability and to the 
common-law concept of master and servant should not be narrowly 
applied. Iii certain cases even t~he most liberal view as to the exist­
ence of the einployer-employee relationship will fall short of covering 
individuals who should be covered, for example, certain classes of 
salesmen. In the case of salesmen, it is thought desirable to extend 
coverage even where all of the usual elements of the employer-
employee relationship a~re wholly lacking and where accordingly 
even under the liberal application of the law the court would not 
ordinarily find the existence of the master-and-servant relationship. 
It is the intention of this amendment to set up specific 'Standards 
so that individuals performing services as salesmen may be uniformly 
covered without the necessity of applying any of the usual tests as 
to the relationship of employer and employee. 

A salesman in business as a broker or factor is excluded if the 
services are performed as part of such busimmess, -and(, in furtherance 
of such business, similar services are performed for other persons and 
one or more, employees of schel salesnian perform a substantial part 
of such services; and an indiv-idual whose services as a salesman arp, 
casual services, not lin the course of sunch individual's primicipal trade, 
business, or occupation, is not imiclided in the definition. 

This defini+icn ms not intended to affect thre emplover-einlAoyee 
status of a salesmnan and the employee of such sal,-sman. Thu-s, the 
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business chauffeur who has been an employee of a salesman wilr. 
remain solely the employee of such salesman. 

Definition of employer. 
Section 1426 (e): This new definition is for the purpose of making-

clear that the extension of the broadened employee concept also. 
broadens the employer concept. Thus, where a salesman is held to 
be an employee, the person for whom the salesman performs the-, 
services is the employer. For example, an insurance solicitor who 
executes a contract with an insurance company under which he 
performs services as a salesman would be the employee of the mnsur-­
ance company and not of the general agent of the company. 

Section 1426 (f) and (g), defining the terms "State" and "person,"' 
respectively, makes no change in the existing definitions of those. 
terms. 
Definitions of American vessel and agricultural labor. 

Subsections (h) and (i) of section 1426 are identical with subsections, 
(d) and (1) of section 209 of the Social Security Act. For detailed-
analysis of such subsections see pages 49 and 51 of this report. 

SHORT TITLE 

Section 607: This section inserts a new section in subchapter A of 
chapter 9 of the Internal Revenue Code which provides that the sub­
chapter may be cited as the "Federal Insurance Contributions Act."' 

FEDERAL UNEMPLOYMENT TAX ACT 

TAXES UNDER SECTION 1600 OF THE INTERNAL REVENUE CODE (FORMERLY 
SEC. 901 OF THE SOCIAL SECURITY ACT) 

Section 608: This amendment changes the basis for determining-
tax liability under subchapter C of chapter 9 of the Internal Revenue~ 
Code (formerly title IX of the Social Security Act) from "wages pay­
able" to "wages paid." That subchapter is thus brought into con­
formity with subchapter A of chapter 9 (formerly title VIII of the 
Social Security Act), which also imposes a tax on "wages paid." 
Wages, for the purpose of these taxes, are considered paid when they-
are actually paid, or when they are constructively paid, i. e., credited 
to the account of, or set apart for, the wage earner so that they ma~y 
be drawn upon by him at any time although not then actually reduced 
to possession. 

Under the existing law wages are "payable" with respect to employ-­
ment during a calendar year, even though the amount of wages is not 
fixed and no right exists to enforce payment at any time during that, 
year. Thus a bonus paid in 1939 for services performed in 1938 con­
stitutes "wages payable" for 1938, even though the amount of the 
bonus may not have been known in 1938 and no obligation to pay it. 
existed in that year. 

In cases in which remuneration for services of an employee in a par­
ticular year is based on a percentage of profits, or on future royalties, 
the amount of which cannot be determined until long after the close 
of the year, the employer has been required to estimate unascertained 
amounts and pay taxes and contributions on that basis. If he has 
overestimated, subsequent corrections on the return must be made~ 



SOCIAL SECURITY ACT AMENDMENTS OF 1939 63 

with consequent refunds. If the employer has underestimated, addi­
tional taxes may become due and he may also be compelled to pay 
additional State contributions, which are usually not allowable as 
credit because not timely paid. The attendant difficulties and con­
fusion cause a burden on employers and administrative authorities 
alike. The placing of this tax on the "wages paid" basis will relieve 
this situation. 

With both the old-age-insurance tax and the unemployment-com­
pensation tax on the wages paid basis, the keeping of records by em­
ployers will be simplified. 

The new basis of taxation will apply to all wages for services rendered 
after the beginning of 1939. Insofar as the amendment would be 
retroactive with respect to the year 1939, it would not increase the tax 
liability of any taxpayer. 

CREDIT AGAINST TAX 

Section 609: This section relates only to the tax with respect to 
services rendered in 1939 and thereafter. 
Contributionsto State unemployment funds. 

Section 1601 (a): The present section 1601 (a) of the Internal Reve­
nue Code (formerly sec. 902 of the Social Security Act) provides that 
a taxpayer may credit against the Federal tax only contributions paid 
by him under a State law "with respect to employment," as defined 
in section 1607 of the Code (formerly sec. 907 of the act). Since 
the definition of employment in section 1607 restricts the meaning of 
the term to certain types of service, the taxpayer is not given credit 
for contributions made under a State law with respect to services not 
covered by the Federal law. Subdivision (1) eliminates the references 
in existing law to "employment," thus allowing the taxpayer to credit 
against the tax the contributions which he is required to pay, and 
which he actually pays, under a State law. The amendment also in­
cludes a requirement that credit shall be allowed only for contribu­
tions to an unemployment fund which has been maintained during 
the taxable year as specified in the amendment to section 1607 (f) of 
the Internal Revenue Code. (See sec. 614, infra.) 

Subdivision (2) provides that credit shall be permitted against the 
tax for the taxable year only for the amount of contributions paid 
with respect to such year. This effects no substantive change in the 
present law. 

Subdivision (3) liberalizes existing law by giving employers more 
time within which to pay their contributions to the State and secure 
credit therefor against the Federal tax. Under existing law credit is 
allowable only fo~r contributions with respect to the taxable year paid 
to the State before the due date of the Federal return for such year. 
The amendment permits full credit for contributions paid on (as well 
as before) the due date. The amendment further permits a credit for 
contributions paid after the due date of the Federal return but on or 
before June 30 next following the due date, but this credit is not to 
exceed 90 percent of the amount which would have been allowable as 
credit on account of such contributions if they had been paid on or 
before the due date. For example, if an employer's gross liability for 
Federal tax at the 3-percent rate is $100, and his liability for the same 
year for State contributions is also $100, and he paid such contribu­
tions on or before the due date of the Federal return, he would be en­
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titled to the maximum credit (under the limitation provided in sec, 
1601 (c)) of 90 percent of the Federal tax, or $90, and'his net Federal 
tax would be $10. If, however, the em-ployer paid the $100 in con­
tributions a~fter the due date but not later than June 30 next following, 
his credit would bDe 90 percent of $90, or $81, and his net Federal tax 
would be $19. No credit is allowable for contributions paid after 
June 30, 

Thus, substantial relief is given employers for 1939 and future years. 
Your committee is of the opinion that further liberalization of the 
conditions under which this credit would be allowable might endanger 
the e' lerly functioning of the system. It is desirable not to remove 
the aid provided in existing law to the State unemnployment-compen­
sation systems which has been secured tbrough the inducement to 
employers to pay their State contributions promptly. Furthermore, 
any change should be avoided which would impede the audit of the 
Federal returns or delay final determina~tion of the taxpayer's liability 
beyond a reasonable time after the returns are filed. In proposing 
this amendment consideration has been given these factors as well as 
to the need. for liberalization in favor of the taxpayers. 

Certain exceptions to the foregoing general rule are made in the 
amendment, however, to meet cases of genuine hardship. 

Subdivision (30)removes the time limitation for payment of State 
contributions in those cases where the assets of the taxpayer are in the 
custody or control of a court at any time beginning with the due date 
and ending with the next following June 30, both dates inclusive. 

Subdivision (4) grants relief in cases of payments made throuigh 
mistake under the wrong unemploymnent-comnpensation law. In 
sucha case~paymrent under the proper Stato law with respect to the 
remuneration 'in question will be deemed, for the purposes of credit 
against the Federal tax, to have been made onl the date of the erron­
eous payment. If the taxpayer's experience under the law of the 
wrong State had entitled him to cease paying any contributions for 
services subject to that law and by reason thereof the, taxpayer had 
actually paid no contributions with respect to the remuneration in 
question, payment to the proper State will be treated, for such tax-
credit purposes, as having been made on the date on which the 
Federal tax return was actually filed. 

Subdivision (5) provides for refund of any tax (including any penal­
ties and interest) which has been collected but with respect to which 
credit allowable under this section has not been taken. The law 
(including statutes of limitations) applicable in the case of erroneous 
or illegal collection of tax will apply to such refunds. No interest will 
be paid onl any suc~h refund. 

Additional credit. 
Section 1601 (b) (formerly section 909 (a) of the Social Security Act): 

This amendment changes in some particulars the existing law, relating 
to additional credit allowance. 

It expressly conditions the allowance of an additional credit upon 
certification of the State law under section 1603 (c) of the Internal 
Revenue Code (formerly section 903 (b) of the Social Security Act) 
and under the proposed amendment to section 1602 (c). (See section 
61, infra.) 

It extends the additional credit to redluced rates of contributions 
required under a State law with respect to employment not covered 
by the Federal tax, thus brin-,ing this subsection into conformity in 
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that regard with the proposed amendment of subsection (a) (relating 
to contributions to State unemployment funds). 

Under the amendment, additional credit allowance will be based on 
the difference between the amount of contributions the taxpayer was 
required to pay under the State law and the amount he would have 
paid had he been subject under such State law to a rate of 2.7 percent, 
rather than on the difference between the amount the taxpayer actu­
ally paid under the State law and the highest rate applicable "from 
time to time" throughout the taxable year. This change, in addition 
to measuring the credit by 2.7 percent of the pay roll with respect to 
which contributions are required under -the State law, also eliminates 
the possible necessity for measuring additional credits in terms of 
periods of less than 1 year. 
Limit on total credit. 

Section 1601 (c) restates the existing law limiting total credits against 
the Federal tax to not in excess of 90Mpercent of such tax. Sin~e both 
the provision with respect to credits for contributions actually paid 
and the provisions with respect to additional credits are now included 
in one section of the law as subsections (a) and (b), respectively, it is 
unnecessary to include the limitation separately in respect to each 
subsection. 

CONDITIONS OF ADDITIONAL CREDIT ALLOWANCE 

Section 610 (a): This subsection amends the provisions of existing 
law (sec. 1602 of the Internal Revenue Code; formerly section 910 of 
the, Social Security Act) relating to the requirements with respect to 
additional credit allowance. 

The tcrms "employers," "employment," and "wages," which are 
defined in section 1607 and have special meanings not applicable here, 
are replaced by terms such as "persons having individuals in their 
employ, "..services," and "remuneration," in order to make the re­
quirements of this subsection more easily understandable in their 
application to State laws whose coverage differs from that of the 
Federal law. The phirase "person (or group of persons)" has been 
used in the standards with respect to all types of State funds, to make 
clear th~at a State law may measure, for individual experience-rating 
purposes, either an individual employer's record, or may permnit two 
or more employers to combine their records and be treated, for ex-
perience-rating purposes, as if they were a single legal entity. Several 
verbal chainges are suggested in this subsection in the interest of clarity. 

In order to facilitate the administration of provisions in State laws 
allowing variations in rates of contributions, the term "computation 
date," defined in subsection (d) (7) of the code, has been adopted,
and the phrase "year preceding the computation date" substituted 
for terms such as "preceding year." and "year," to permit the States 
to compute reduced rates as of a date prior to the date on which such 
reduced rates will become effective. 

State standards. 
Section 1602 (a) of the code is amended by adding, a new standard 

with'respect to the allowance of additional credit, which requires that 
irrespective of the type of fund maintained under the State law, the 
State lawv will contain provisions whereby variations in rates of con­
tributions as between (lifferent employers will be so computed as to 

1523S90-39-5 
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yield, with respect to each year, a total amount of contributions sub­
stantially equivalent to 2.7 percent of the total pay rolls of employers, 
subject to the contribution requirements of the State law. Fluctua.­
tions in pay rolls from year to year preclude the computation of rates. 
in such a manner as to yield an exact amount. Your committees 
believes that this new standard with respect to individual employer-
experience rating is essential to protect the fundamental purposes of' 
the Federal tax credit system for providing unemployment compensa­
tion. Because it is an additional standard, State laws under which. 
particular types of funds are maintained will be required to comply 
with this over-all standard as well as the applicable standards pre­
scribed in paragraph (2), (3), or (4) of this subsection. The effective. 
date of this new standard is postponed, under section 610 (b) of the 
bill with respect to the standards prescribed in paragraphs (2) and (4), 
to permit States to conform therewith without incurring the expense 
of special legislative sessions (sec. 610 (b) infra). 

Paragraph (2) incorporates the standards of existing law applicable 
to a pooled fund or partially pooledaconeepththehrs 
"yer ocopnaineprne"in the present law has been re­

placed by a broader phrase permitting the use of an employer's "experi­
ence with respect to unemployment" or an employer's experience with 
respect to "other factors bearing a direct relation to unemployment 
risk" as a basis for individual-experience rating under a pooled fund. 
This change is made in ordeqr to extend the possible bases by which 
State laws may measure eligibility for reductions in employers' rates 
of contributions to a pooled fund, thus adding flexibility to the present 
law. Because of this chan~ge, the definition of the .phrase "year of 
compensation experience" in subsection (d) (old subsection (c)) of 
this section is no longer necessary. 

Paragraphs (3), (4), and (5): The reserve requirements with respect 
to reserve accounts (under the amended new paragraph (4) to become 
effective January 1, 1942) and guaranteed employment accounts have 
been restated in terms of 2y2 percent of the pay roll for 3 years, rather 
than 7y 2 percent of the pay roll for 1 year. The term "pay roll" 
includes only the pay roll subject to the contribution requirements 
of the State law. This basis of measuring an employer's reserve or 
guaranteed employment account is more equitable from both the point 
of view of the employer and the State, since it permits the averaging 
of pay-roll experience over 3 years and avoids the unreasonable 
fluctuations in rates which may occur if pay rolls are substantially 
increased or decreased for a particular year. Because the standard 
rate of contributions under most laws is 2.7 percent (a very few 
State laws require a standard rate of 3 percent), employers could not 
accumulate a reserve equal to 7Y2/ percent of their annual pay roll in less 
than 3 years, except in very unusual situations. Hence, it is believed 
that the change in the reserve requirement to 2 Y2percent of pay 
rolls for 3 years in place of 7Y2 percent of pay roll for 1 year will not, 
in practical effect, alter the present reserve requirements. The 
additional requirement with respect to 3 years of contributions is 
deemed necessary to clarify the provision relating to reserves equal 
to 2Y2 percent of the pay roll for 3 years. Unless the employer has 
actually been subject to the contribution requirements of the State 
law for 3 years, the provision measuring the reserve in terms of 2Y2 
percent of pay rolls for the 3 preceding years would operate to reduce 
the reserve requirements. Under these two paragraphs, an employer 
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may not be permitted a reduced rate of contributions to his guaranteed 
employment account unless lie has fulfilled his guaranty with respect 
to the preceding year, and an employer may not be permitted a re­
duced rate of contributions to his reserve account unless compensation 
has been payable from his account throughout the preceding year. 

Paragraph (5) incorporates the new standards with respect to 
individual reserve accounts. In order to permit States maintaining 
such accounts to conform therewith without incurring the expense of 
special legislative sessions, these new standards will not become 
effective until January 1, 1942. Prior to that date, the standards in 
paragraph (4), which incorporate the present law, will be applicable-

Other State standards. 
Section 1602 (b): This is a new subsection providing greater flexi­

bility to the States with respect to the allowance of reduced rates of 
contributions on the basis of which additional credits against the, 
Federal tax will be, allowed. Without regard to this subsection a. 
State may allow reduced rates under individual employer experience 
rating systems in conformity with the standards in subsection (a) of 
this section. In addition, under the option provided by this sub­
section, a State may adopt either of two alternative courses of action 
if it meets the standards set forth in paragraphs (1) and (2) of this 
subsection: (1) It may reduce all employers' rates uniformly; or (2) 
it may vary individual employers' rates of contributions under 
experience-rating provisions which comply with the applicable stand­
ards in paragraph (2) or (3) or (4) of subsection (a) (par. (3) of this 
subsection) but without so calculating the respective rates as to secure 
an annual yield of an amount substantially equivalent to 2.7 percent 
of the State pay roll, the requirement of paragraph (1) of subsectiork 
(a) of this section. 

The two standards contained in this subsection relate to the amount 
in the State unemployment compensation fund as of the computation 
date and the compensation payable under the State law as of the date 
the reduced rate is effective. 

Under paragraph (1) the amount in the State fund, as of the date 
that amount is determined, must at least equal one and one-half times 
tbe highest amount paid into such fund up to some date prior to the 
effective date of the new rate with respect to any one of the 1-0 pre­
ceding calendar years, or one and one-half times the highest a-mount. 
of compensation paid out of such fund within any one of the 10i 
preceding calendar years, whichever amount is greater. This para­
graph does not require that either contributions or compensation 
shall have been payable under the State law for 10 calendar years. 

Under paragraph (2) the State law must provide for the payment 
of compensation to otherwise eligible individuals in accordance with 
the following general standards or in accordance with general stand­
ards which are substantially equivalent thereto: 

(A) Within a compensation period of not more than 52 consecutive 
weeks any such individual will be entitled to receive a total amount 
of compensation equal to not less than (i) 16 times his weekly rate of 
compensation for a week of total unemployment, or (ii) one-third of 
the individual's total earnings for insured work during, a base period 
of not less than~ 52 weeks, whichever is less; 
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(B) The waiting period with respect to each compensation period 
described under clause (A) may not exceed 2 calendar weeks of total 
unemployment or two periods of total unemployment of 7 consecutive 
days each. Such weekly or 7-day waiting periods need not be con­
secutive. This section is not applicable to periods for which an 
individual may be disqualified for compensation; 

(C) The weekly rates of compensation for total unemployment 
will be related to the individual's full-time weekly earnings for insured 
work during a period to be prescribed in the State law. Such a 
period may be a single week, representative of the individual's cus­
tomary full-time weekly earnings, may be several such representative 
weeks occurring within a longer prescribed period, or the State law 
may secure such a relation to such full-time weekly earnings by form­
ulae (such as a reasonable fraction of total wages for insured work dur­
ing that calendar quarter in the individual's base period in which such 
wages were highest) which will produce a reasonable approximation 
of such full-time weekly earnings. Such weekly rates of compeii­
sation may not be less than: (i) $5 per week if such full-time weekly 
earnings were $10 or less; (ii) 50 percent of such earnings if they were 
more than $10 but not more than $30; and (iii) $15 per week if such 
earnings were more than $30; and 

(D) Compensation will be paid to an otherwise eligible individual 
who, by reason of some involuntary unemployment during a week, 
earns less than his weekly rate of compensation. The amount of such 
compensation will at least equal the difference between the indivi­
dual's weekly rate of compensation for total unemployment and his 
actual earnings for such week. 

Certifcation by the Board mith respect to additionalcredit allowance. 
Section 1602 (c): This is a new subsection, requiring the Social 

Security Board to certify to the Secretary of the Treasury, in the 
same manner as it certifies State laws under section 1603 (c), State 
laws which it finds comply with the requirements of subsection (a) 
or (b) of this section. Provision is made for partial certification 
where two kinds of funds are maintained tinder the same State law, 
one of which fails to comply with subsection (a) or (b) of this section, 
or where a contribution is divided between two kinds of funds under 
a State law, so that additional credits will be allowed only with respect 
to reduced rates allowed in compliance with the requirements of this 
section. 

Un.der these provisions at State law which complies in all respects 
with the requirements of this section will receive an unqunlified 
certification. In some States, provision is made for the maintenance 
of two parallel systems (such as a reserve account system and a 
guaranteed employment account system). In such States, some 
employers may be covered by the one system and other employers 
may be covered by the other. In such States there would be no 
difficulty in certifying one system, even though the other failed to 
comply with the requirements of this section, and the Board would 
accordingly be directed to do so by subsection (c) (2). In other 
States, contributions with respect to particular wage payments are 
required to be divided between two kinds of funds (such as thie require­
ment that a part of each employer's contribution be credited to his 
own reserve account and a part to a "partially pooled" fund which 
is operated as a reinsurance fund). If in this type of situation the 
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provisions of the State law with respect to one or the other such fund 
do not comply with the requirements of this section, the Board is 
directed to make such certification as will permit the allowance of 
additional credits only with respect to those reduced rates which 
have been allowed in accordance with the requirements of this section. 

In addition, this new subsection includes a paragraph requiring the 
Social Security Board to advise the States, in tbe same manner as it 
advises the States of its findings under section 1603, whether or not 
their laws comply with the requirements of this section; after finding
such compliance, the Board may thereafter deny certification of a 
State law for additional credit purposes only after prior notice and 
opportunity for hearing to the State, and only if it finds the State law 
no longer contains the applicable provisions specified in subsection 
(a) or (b) or the State has failed to comply substantially with any such 
provision. The present subsection (b) of this section is eliminated 
because its purpose is achieved by the foregoing provisions. 
Defin~itions. 

Section 1602 (d): Paragraphs (1) and (4) of this subsection are 
amended to make clear that from a particular employer's reserve 
account or guiaranteed employment account, all compensation pay­
able on the basis of services performed for him and only compensation
payable on the basis of services performed for him, is to be paid. This 
incorporates in part the exception clause in the present definition of a 
pooled fund, i. e., that compensation may not be paid from a partial 
pool or rein surance fund unless the reserve account or guaranteed 
employment account of the employer on the basis of whose services 
the benefit claimant had earned his benefit rights, is exhausted or~ 
terminated. 

The present paragraph (2) is revised and divided into paragraphs 
(2) and (3) in order to distinguish more clearly between a fully pooled 
fund and a partially pooled (or reinsurance) fund. The new paragraph 
(3) permits the maintenance of a partially pooled fund in connection 
wi'th a guaranteed employment account, as well as in connection with 
a separate reserve account. The definition of the partially pooled 
account also makes clear that a State may, without endangering its 
compliance with the definitions of the term "reserve account" and 
"guaranteed employment account," provide for transfers from reserve 

accounts or guaranteed employment accounts to a partially pooled 
account.. Se'veral State laws now provide for such transfers. 

Paragraph (4) (old paragraph (3)) amends the present law to permit 
guarantees of employment to be operative only with respect to indi­
viduals who continue to be available for suitable work in the guaran­
teed establishment. This provision is deemed necessary because 
under the present provision it is not clear whether employers are 
relieved from their guarantees with respect to individuals who quit 
voluntarily, or are unable to work because of some incapacity, or are 
out on strike. etc. This paragraph is also amended to make clear the 
general understanding with respect to its requirements concerning the 
probationary service period, i. e., that the probationary period must 
be served within a continuous period immiediately following the 
employee's first week of service and may not be claimed repeatedly
with respect to intermittent periods of employment which never 
exceed 12 consecutive weeks. The last clause of this definition is 
amended. to clarify the point that guaranteed remuneration and 
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unemployment compensation are not the same, and that the guaran­
teed remuneration is not to be payable out of the guaranteed employ­
,ment account. 

Paragraph (5) (old par. (4)) deletes the definition of the term "year
of compensation experience, because that term is no longer used in 
paragraph (2) (old par. (1)) of section 1602 (a). The definition of the 
term "year," in this paragraph, is designed to permit States to allow 
reduced rates on the basis of 12 consecutive months, as well as on the 
basis of a calendar year.

Paragraph (6), defining the term "balance," is a new definition 
:added to make clear that the amount of the reserve required to be 
;accumulated by employers with respect to whom a reserve account or 
a guaranteed employment account is maintained, is to be made up
,of payments by such employers and may not be made up of employee 
contributions or funds from other sources. If employee contribu­
tions are required under a State law which provides for the main­
tenance of reserve accounts or guaranteed employment funds, such 
contributions may be payable into the reinsurance fund. The ex­
,cep tion contained in this definition, which permits the inclusion within 
a "balance" of payments other than payments by employers if made 
to a reserve account or guaranteed employment account prior to Jan­
,uary 2, 1939, is designed to relieve the States of complicated compu­
tations where payments, other than payments by employers, have 
been paid to such accounts during early months of the State's ex­
perience. 

IParagraph (7) defines the term "computation date" to include any 
date occurring within 27 weeks prior to the date that a reduced rate 
goes into effect. ~As above indicated, this provision is designed to 
give the States ample time within which to make their computations 
-with respect to variations in rates of contributions. Such computa­
tions are to be made at least once in each calendar year.

Paragraph (8), defining the term "teduced rate," is designed to 
mnake clear that the requirements of subsections (a) and (b) are not 
a~pplicable to a reduction from an increased rate to a standard rate, 
iL.e., situations in which employers with bad employment experience
lave been required to pay increased rates and are subsequently per­
initted to pay the standard or normal rate. 

Section 610 (b): This subsection of the bill, referred to in connec­
tion with section 1602 (a) (1) of the Internal Revenue Code, is neces­
sary in order to permit employers who are allowed reduced rates of 
contributions under State laws which conform with the present stand­
ards, to secure additional credits on the basis thereof and to avoid re­
quiring States to convene special sessions of their legislatures in order 
to conform their laws with the new standard in section 1602 (a) (1) of 
-the code. This section of the bill postpones the application of that 
~new- standard with respect to pooled funds, partially pooled accounts, 
-and individual reserve accounts, until January 1, 1942, thereby allow­
ing ample time for all States to enact necessary amendatory legisla­
tion. at the next regular sessions of their respective legislatures. 

PROVISIONS OF STATE UNEMPLOYMENT COMPENSATION LAWS 

Section 611: The changes made in paragraphs (1), (3), and (4) of 
section 1603 (a) of the Internal Revenue Code (formerly sec. 903 (a)
of the Social Security Act) by this section correspond to those made 
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in paragraphs (2), (4), and (5) of section 303 (a) of the Social Security 
Act by section 302, supra. 

EXTENSION OF TIME FOR FILING TAX RETURNS UNDER SUBCHAPTER C 
OF CHAPTER 9 OF THE INTERNAL REVfENUE CODE 

Section 612: This section amends section 1604 (b) of the Internal 
Revenue Code to authorize a longer extension of time for filing the 
return of the Federal unemployment tax. Existing law permits an 
extension of as much as 60 days. The amendment would provide an 
additional 30 days, or 90 days in all1. The extensions under section 
1604 (b) are granted under rules and regulations prescribed by the 
Commissioner of Internal Revenue with the approval of the Secretary 
of the Treasury. An employer finding it impossible to make his 
return on January 31, the due date prescribed in section 1604 (a), or 
to pay his State contributions by that date, may make application in 
accordance with such rules and regulations for an extension of time for 
filing his Federal return. If granted, the employer has until the 
extended due date, as granted, to make his return and pay his State 
contributions. No delinquency penalty will be incurred for late 
filing and no loss of credits will be suffered if the return is filed, and 
the contributions paid to the State, on or before such extended due 
date. 

INTERSTATE OR FOREIGN COMMERCE AND FEDERAL INSTRUMENTALITIES 

Section 613: This section designates existing section 1606 of the 
Internal Revenue Code (formerly sec. 906 of the Social Security 
Act) as subsection (a). A clarifying amendment to the provision 
makes it clear beyond any possible doubt that an employer engaged 
in foreign commerce is on the same basis as respects authority of a 
State to require payments into an unemployment fund as employers 
engaged in interstate commerce. 

This section also amends section 1606 by adding subsections (b) 
and (c), relating to Federal instrumentalities, and (d), relating to 
employment on lands held by the Government. 

Subsection (b) confers on State legislatures authority to require 
instrumentalities of the United States (except those wholly owned by 
the, United States or exempt from the taxes imposed by sections 1410 
-and 1600 of the Internal Revenue Code (formerly secs. 804 and 901, 
respectively, of the Social Security Act) by any other provision of 
law) to comply with State unemployment compensation laws. Under 
this amendment the States would be able to cover under their unem­
ployment compensation systems national banks and certain other 
Federal instrumentalities. Protection against any possible discrimi­
nation against instrumentalities of the United States is afforded by 
the two provisos, which make the permission to require compliance 
with the State law conditional upon equality of treatment and upon 
the approval and certification of the State law under section 1603 of 
the Internal Revenue Code (formerly see. 903 of the Social Security 
Act). 

Subsection (c) makes provision for examination by the Comptroller 
of the Currency of returns and reports made to the States by national 
banks. 
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Subsection (d) authorizes the States to cover under their unemploy-~ 
ment compensation laws services performed upon land held by the 
Federal Government, such as services for hotels located in national 
parks. 

DEFINIT [ONS 

Section 614: This section, effective January 1, 1940, amends section 
1607 of the Internal Revenue Code, containing definitions applicable
in the case of the Federal unemployment tax. 
Definition of employer. 

Section 1607 (a): No change from existing law is made in this-
definition. 
Definition of wages. 

Section 1607 (b): This subsection continues the present definition of 
wages but excludes certain payments heretofore included. Para­
graph (1) excludes that part of the remuneration which, after re­
muneration equal to $3,000 has been paid to an individual by an 
employer with respect to employment during aniy calendar year, is 
paid to such individual by such employer with respect to employment 
during such calendar year. Paragraph (2) excludes all payments
made by the employer to or on behalf of an employee or former em­
ployee, under a plant or system providing for retirement benefits 
(including pensions), or disability benefits (including medical and 
hospitalization expenses), but not life insurance. These payments will 
be excluded even though the amount or possibility of such payments is 
taken into consideration in fixing, the amount of remuneration and 
even though such payments are required, either expressly or im­
pliedly, by the contract of employment. Since it is the practice of 
some employers to provide for such payments through insurance or the 
establishment and maintenance of funds for the purpose, the pre­
miums or insurance payments and the payments made into or out of 
any fund will likewise be excluded from wages. Paragraph (3) ex­
pressly excludes from wages the payment by an employer (without
deduction from the remuneration of, or other reimbursement from, the 
employee) of the employee's tax imposed by section 1400 of the In­
ternal Revenue Code (formerly sec. 801 of Social Security Act) and 
employee contributions under State unemployment compensation
laws. Paragraph (4) excludes dismissal payments which the employer 
is not legally obligated to'make. 
Definition of employment. 

Section 1607 (c): The amendments made here conform this defini­
tion to the definitions contained in amended section 209 (b) of the 
Social Security Act and amended section 1426 (b) of the Internal 
Revenue Code (formerly sec. 811 (b) of the Social Security Act), with 
the exception of maritime service. 

The definition of the term "employment" under the amendment, 
as applied to service rendered prior to January 1, 1940, retains the 
exemptions contained in the present law. The definition applicable 
to service rendered on and after that date continues unchanged some 
of the present exemptions, revises others, and adds certain additional 
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,ones. No substantive change in existing law is effected by the 
introductory paragraph of the definition. 

Paragraph (1) continues the exception of agricultural labor, but a 
new subsection (1) defines the term for purposes of the exclusion. 

Para-raph (2) continues the present exception of domestic service 
in a private home, but adds to the exception such service in a local 
college club or local chapter of a college fraternity or sorority (not in­
cluding, alumni clubs or chapters). Thus services of cook, waiter, 
chambermaid, and the housemother, performed for these local clubs 
and chapters, are exempt. 

Paragraph (3) adds an exception of casual labor not in the course of 
the employer's trade or business. This exception is already contained 
in amended section 209 (b) of the Social Security Act and amended 
section 1426 (b) of the Internal Revenue Code. 

Paragraph (4) continues the existing exception of service performed 
as an officer or member of the crew of a vessel on the navigable 
waters of the United States. 

Paragraph (5) continues the existing exception of service performed 
by an individual in the employ of his son, daughter, or spouse, and 
service performed by a child under the age of 21 in the employ of his 
father or mother. 

Paragraph (6) continues the exemption of service performed in the 
employ of the United States, but with respect to instrumentalities of 
the United States, limits the exemption to those instrumentalities 
which are (A) wholly owned by the United States or (B) exempt from 
the tax imposed by section 1,600 of the Internal Revenue Code 
(formerly sec. 901 of the Social Security Act) by virtue of any other 
provision of law. The change in this provision brings within the 
unemployment tax provisions certain Federal instrumentalities not 
falling within clause (A) or (B) above, such as national banks. 

Paragraph (7) continues the exemption of service for State govern­
ments, their subdivisions and instrumentalities, but limits the exemp­
tion with respect to instrumentalities so that it applies only to an 
instrumentality which is wholly owned by a State or political sub­
division or which would be immune from the tax imposed by section 
1600 of the Internal Revenue Code (formerly sec. 901 of the Social 
Security Act) by the Constitution. The amendment thus narrows 
the present exemption and in no case broadens it. 

Paragraph (8) continues the exemption of religious, charitable, 
scientific, literary, or educational organizations, but brings the 
language of the exemption into conformity with the corresponding 
exemption from income tax under section" 101 (6) of the Internal 
Revenue Code, by adding a specific disqualifying clause applicable 
where any substantial part of the activities of the organization is 
carrying on propaganda or otherwise attempting to influence legis­
lation. 

Paragraph (9) excepts services of employees covered by the, railroad 
unemployment insurance system. This provision leaves unchanged 
the exemption of the service of an individual in the employ of an 
employer subject to such system even thougb the individual receives 
remuneration in a form (e. g., tips) not recognized as compensation 
under the Railroad Unemployment Insurance Act, and leaves un­
changed the inclusion of service in case it is pemrformed by an employee 
in the -,egreoable nonrailroad activities of an employer where segrega­
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tion of the railroad activities from nonrailroad activities is found 
necessary in the interpretation and administration Of the laws relating 
to the social security system and the railroad unemployment insurance 
system. 

Paragraphs (10) to (13), inclusive, are identical with the same 
paragraphs in section 209 (b) of the Social Security Act. For detailed, 
analysis of such paragraphs see pp. 47-49 of this report. 

Section 1607 (d): This section relates to an employee who has both 
included and excluded service for the same employer during a pay 
period. It provides that if one-half or more of the services constitutes. 
included employment, all of such service will be included; but that if 
less than one-half constitutes included employm~ent, all will be 
excluded. The provision does not apply to the service of an employee 
in a pay period if any of the service of the employee in the pay period 
is covered under the railroad unemployment-insurance system. 

Section 1607 (e), defining "State agency," makes no change in the 
existing definition of that term. 
Definition of unemploymentfund. 

Section 1607 (f): This definition is amended by adding two new 
sentences. The first of these added sentences is a clarifying amend­
ment providing that all suins standing to the credit of the State in the. 
(Federal) unemnployment-trust fund and money withdrawn from that 
fund by the State but unexpended shall constitute a part of the 
State fund. This removes any possible doubt whether such moneys 
remain a part of the State fund. The second added sentence provides 
that an unemployment fund shall be deemed to be maintained during 
a taxable year only if no part of the moneys of such fund was expended 
for purposes other than payment of unemployment compensation 
and refunds of sums erroneously paid into the fund. This provision, 
in conjunction with an amendment to section. 1601 (a) (see supra, 
sec. 609), makes it clear that an employer is entitled to credit against 
the Federal tax only so long as the.State uses its fund for a proper 
purpose. 
Definition of contributions. 

Section 1607 (g): This provision is changed so as to avoid use of 
defined terms and thus to include in the term "contributions" pay­
mients required by a State law with respect to services not covered 
by the Federal law. 
Definition of compensation. 

Section 1607 (h): No change in existing law is made in this definition. 
Definition of employee. 

Section 1607 (i): The term 'employee" is defined as in existing law 
to include an officer of a corporation. Although the term is not 
broadened with respect to salesmen as was done in the definition for 
purposes of old-age insurance coverage, the tests for determining the 
employer-emnployee relationship laid down in cases relating to tort 
liability and to the common-law concept of master and servant should 
not be narrowly applied. 

By the amendment to subsection (c), contained in paragraph 
(10) (A) thereof, uncompensated officers of any organization exempt 
from income tax under section 101 of the Internal Revenue Code are 
excluded from the count in determining whether the organization is 
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an employer of eight or more and liable for the tax. However, 
uncompensated officers of corporations not so exempt are not excluded 
for purposes of such determination merely because they are uncorn­
pensated. 

Section 1607 (j) and (k), defining the terms "State" and "person," 
respectively, make no change in the existing definitions of those terms. 
Definition ol agriculturallabor. 

Section 1607 (1) is identical with section 209 (1) of the Social Se­
curity Act. For detailed analysis of such section see p. 51 of this 
report. 

Section 615: This section inserts a new section in subchapter C of 
chapter 9 of the Internal Revenue Code which provides that the sub­
chapter may be cited as the "Federal Unemployment Tax Act." 

TITLE VII-AMENDMENTS To TITLE X OF THE SOCIAL SECURITY ACT 

CHANGE IN REQUIREMENTS FOR STATE PLANS FOR AID TO THE BLIN31> 

Section 701: This section amends section 1002 (a) of the Social. 
Security Act. Section 1002 (a) sets out certain basic requirements 
which a State plan for aid to the blind must meet in order to be ap­
proved by the Social Security Board. 

Section 701 (a) amends clause (5) so as to make it clear that the 
methods of administration of the State plan must be proper as well as 
efficient. 

Section 701 (b) adds a new clause, numbered (8), which is effective 
July 1, 1941. Under this clause the State plan must provide that the 
State agency shall, in determining need, take into consideration any 
income and resources of an individual claiming aid to the blind. ft 
also adds a new clause, numbered (9), effective July 1, 1941, which 
requires that the State plan must provide safeguards which restrict the 
use or disclosure of information concerning applicants and recipients 
to purposes directly connected with the administration of aid to the 
blind. These new provisions are similar to those added to title I of 

¶ the Social Security Act by section 101 of the bill. 

PAYMENT TO STATES FOR AID TO THE BLIND 

Section 702: This section amends section 1003 of the Social Security 
Act. 

Subsection (a) of section 1003 is amended so that its provisions will 
conform with section 1001 of the Social Security Act, which authorizes 
appropriations to enable States to furnish financial assistance to needy, 
individuals who are blind. 

Subsection (b) (2) is amended so as to provide that the Board, in 
making grants to States, shall reduce the amount to be paid to any 
State for any quarter by a sum equivalent to the pro rata share to 
which the United States is equitably entitled, as determined by the 
Board, of the net amount recovered during any prior quarter by the 
State or any political subdivision thereof with respect to aid to the 
blind furnished under the State plan. 

A proviso eliminates from consideration for the purpose of deter­
mining the amount of the offset any amount recovered from the estate 
of a deceased recipient which is not in excess of the amount expended 
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by the State for the funeral expenses of such deceased recipient, in 
accordance with the State public-assistance law upon which the plan 
is based. The provision is a new one and is similar in scope and opera­
tion to the one included by section 102 of the bill in section 3 (b) (2)
of title I of the Social Security Act. 

Section 703: This section amends section 1006 so as to conform 
its provisions with section 1001 of the Social Security Act, which 
authorizes appropriations to enable States to furnish financial assist­
ance to blind individuals who are needy. 

TITLE VIII-AMENDMENTS To TITLE XI OF THE SOCIAL SECURITY 
ACT 

DEFINITION OF EMPLOYEE AND OF EMPLOYER 

Section 801: Subsection (a) amends the definition of "State" con­
tained in section 1101 (a) of the Social Security Act so as to include 
Puerto Rico for the purposes of titles V and VI of such act. 

Subsection (b) amends paragraph (6) of such section 1101 (a) by 
inserting two new definitions which are applicable to title II of the 
act. 

Identical definitions appear in the amendments to section 1426 of 
the Fe'deral Insurance Contributions Act. 

The amcn lments to the definition of employee relate to salesmen. 
in some instances where remuneration is by way of commission and the 
services are performed away from the place of business of the person 
for whom they are performed, the individual performing the services 
is held to be an employee, while in others he is held not to be an 
employee. 

A restricted view of the employer-employee relationship should not 
be taken in the administration of the Federal old-age and survivors 
insurance system in making coverage determinations. The tests for 
determining the relationship laid down in cases relating to tort lia­
bility and to the common-law concept of master and servant should 
not be narrowly applied. In certain cases even the most liberal view 
as to the existence of the employer-employee relationship will fall short 
of covering individuals who should be covered, for example, certain 
classes of salesmen. 

In the case of salesmen, it is thought desirable to extend coverage 
even where all of the usual elements of the employer-employee rela­
tionship are wholly lacking and where accordingly even under the 
liberal application of the law the court would not ordinarily find the 
existence of the master-and-servant relationship. 

It is the intention of this amendment to set up specific standards so 
that individuals performing services as salesmen may be uniformly 
covered without the necessity of applying any of the usual tests as 
to the relationship of employer and employee. 

A salesman in business as a broker or factor is excluded if the 
services are performed as part of such business, and, in furtherance 
of such business, similar services are performed for other persons and 
one or more employees of such salesman perform a substantial part 
of such services; and an individual whose services as a salesman are 
casual services, not in the course of such individual's principal trade, 
business, or occupation, is not included in the definition. This defini­
tion is not intended to affect the employer-employee status of a sales­
man and the employee of such salesman. Thus, the business chauffeur 
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who has been an employee of a salesman will remain solely the em­
ployee of such salesman. 

The definition of employer is to follow the definition of employee. 
lIt is for the purpose of making clear that the extension of the broad­
ened employee concept also broadens the employer concept. Thus, 
where a salesman is held to be an employee, the person for whom the 
salesman performs the services is the employer. For example, an 
insurance solicitor who executes a contract with an insurance com­
pany under which he performs services as a salesman would be the 
employee of the insurance company and not of the general agent of the 
company. 

PENALTY SECTIONS 

Section 802: This section ainends title XI of the Social Security 
Act by adding the following two sections: 

Disclosure of information in. possession oj Board. 
Section 1106: This section prohibits the disclosure, except pursuant 

to Board regulations, of any returns or statenients filed. with the 
Commissioner of Internal Revenue under title VIIT of the Social 
Security Act or the Federal Insurance Contributions Act, or regula­
tions thereunder, which haive been transmitted by the Commissioner 
to the Board. The prohibition against disclosure, except pursuant 
to Board regulations, also extends to any file, recordl, report, p~aper, 
or information obtained by the Board or any of its officers or em­
ployees in the course of official duties, and any such material obtained 
by any person from the Board or any, of its officers or employees. 
Vjiolation of the prohibition is punishable as a misdemeanor. 
PenaltyJorfrand and misuse oj Board'sname. 

Section 1107 (a) provides that anyone who makes any false reprc­
sentation, with intent to defraud any person, knowing the representa­
tion to be false, concerning the requirements of this act, or thie Fed­
eral Insurance Contributions Act, or the Federal Unemployment Tax 
Act, shall be guilty of a misdemeanor. 

Section 1107 (b) provides that anyone who, with intent to obtain 
information as to the date of birth, employment, wages, or hen efits 
of any individual, falsely represents to the Board that he is such 
individual or the wife, parent, or child of such individual, or such 
individual's agent, or the agent of such wife, p~arent, or child, or 
falsely represents to any person that he is an employee or agent of 
the United States, shall be guilty of a misdemeanor. 

TITLE IX-MISCELLANEOTU5 PROVISIONS 

Section 901: This section makes clear that the amendment of title 
III of the Social Security Act and section 1603 of the Internal Revenue 
Code shall not be construed to amend or alter those provisions of the 
Railroad Unemployment Insurance Act which provide limited excep­
tions to the provisions of section 303 (a) (4) a~nd (5) of the Social 
Security Act and 1603 (a) (3) and (4) of the Internal Revenue Code. 

Section 902: Subsections (a), (b), (c), and (d) substantially liberal­
ize the conditions of allowance of credit against the Federal unemploy­
ment tax imposed by title IX of the Social Security Act for the years 
1936, 1937, and 1938. Your committee recognizes that the periodical 
granting of relief after the close of the taxable year affected would 
destroy the 6ffectiveness of the conditions of allowance of the credit 
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provided in permanent law and would prove costly in that it would 
calli for the reopening and reconsideration of cases previously closed, 
the adjustment of claims, the abatement of assessments, and the 
payment of refunds. However, the need should not arise in the future 
for granting relief of the type provided in the present section, since 
substantial liberalization for 1939 and subsequent years is provided
in section 609 of the bill, amending section 1601 (a) of the Internal 
Revenue Code. 

Subsection (a) provides for the allowance of credit against the 
tax for 1936, 1937, or 1938, for contributions paid to the State for such 
year before the sixtieth day after the date of enactment of this act. 
Under section 810 of the Revenue Act of 1938 taxpayers were allowed 
credit against the tax for 1936 for contributions paid before July 27, 
1938. Since a few taxpayers did not take advantage of that relief 
provision, it is felt desirable to include credit against the tax for 1936 
In the present provisions. Thus, the same final date for paying con­
tributions to the State, in order to secure credit against the tax-
namely, the fifty-ninth day after the date of enactment of this act-is 
provided for the tax for each of the 3 past years during which the tax 
has been in effect. 

Under clause (2) of subsection (a) credit is allowable for contribu­
tions paid on or after the sixtieth day after the date of enactment of 
this act with respect to wages paid after the fortieth day after such 
date of enactment. This is designed to permit credit in cases in 
which, because the "wages payable" basis of the tax for the years 
1936, 1937, and 1938 is still retained, credit would otherwise be lost 
since some wages are still being paid with respect to those years, and 
it may not be possible to estimate the amount thereof or the amount 
thereof may have been underestimated. 

Clause (3) of subsection (a) permits credit for contributions paid to 
t'he State, without regard to the date of payment, if the assets of the 
taxpayer are in the custody or control of a fiduciary appointed by, or 
under the control of, a court of competent jurisdiction at any time 
during the 59-day period following the date of enactment. 

Subsection (b) of this section makes the same provision with respect 
to the taxable years 1936, 1937, and 1938 as are made in section 1601 
(a) (4) of the Internal Revenue Code, as amended, for the taxable 
year 1939 and thereafter for cases in which the taxpayer pays his 
contributions to the wrong State. (See sec. 609, supra.) 

Subsection (c) preserves the definitions of section 907 of the Social 
Security Act, the 90-percent maximum credit against the Federal tax, 
and other provisions of title IX of the Social Security Act, essential 
to the operation of the relief provisions in subsections (a), (b), and 
(hi) of this section for the taxable years 1936, 1937, and 1938. 

Subsection (d) provides for refund of any tax (including penalties 
and interest) which has been collected but with respect to which credit 
is allowable under this section. The law (including statutes of limita­
tions) applicable in the case of erroneous or illegal collection of tax 
will apply to such refunds. No interest will be paid on any such 
refund. 

Subsection (e) of this section is designed to permit credit against 
the tax for the years 1940, 1941, and 1942 if in those years wages are 
paid for services rendered after December 31, 1938, but during a year 
prior to that in which payment occurs, and contributions with respect 
to such wages have not been credited against the tax for any prior 
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taxable year. This provision relieves cases of hardship which might 
arise by reason of the change in the basis of the Federal tax from 
"wages payable" to "wages paid." (See sec. 608, supra.) 

Subsection (f) is designed to make retroactive to the date of enact­
ment of the Social Security Act the exemptions from Federal insurance 
and unemployment compensation coverage contained, respectively, in 
amended sections 209 (b) (11) and (12) of the Social Security Act and 
amended sections 1426 (b) (11) and (12) and 1607 (c) (11) and (12) of 
the Internal Revenue Code of service in the employ of foreign govern­
ments and certain of their instrumentalities. If any tax (including 
interest and penalties) has been collected with respect to service tbus 
exempt, it is to be refunded, without allowance of interest, in accord­
ance with the provisions of law (including statutes of limitations) 
applicable in the case of erroneous or illegal collection of the tax. 

Subsection (g) provides that no lump-sum payments shiall be made 
under the provisions of section 204 of the Social Security Act after the 
date of the enactment of this bill, except to the estate of an individual 
who dies prior to January 1.,1940. 

Subsection (hI)grants relief to taxpayers as well as States in cases in 
which the higrhest court of a State has held contributions paid under 
the State law with respect to the taxable years 1936 or 1937 not to 
have been required payments under the State law. For example, 
certain States enacted their unemployment compensation laws during 
the latter portion of 1936, levying contributions thereunder retroac­
tively with respect to services performed on and after January 1 of 
that year. State taxpayers in good faith paid such contributions and 
claimed and received credit therefor ag-ainist their Federal tax. If 
'Sometime later, the retroactive Timposition of such contributions is 
held by the highest court of such State to have been invalid, such 
taxpayers may be entitled to refunds under the State law, but by 
virtue of that fact, such taxpayers also become liable for the full 
Federal tax with respect to such year. 

Under this subsection, so much of any such payments as are not 
refunded to the taxpayer may be credited against the tax imposed by 
section 901 of the Social Security Act for the calendar year 1936 or 
1937. Moreover, if, in the example cited, the State had paid benefits 
with respect to unemployment occurring during 1938, this section safe­
guards the status of the State law under section 903 of the Social 
Security Act by providing that so much of such payments as are not 
returned to the taxpayer shall be considered ''contributions'' for the 
purposes of that section. This section also postpones the periods of 
limitations prescribed by section 3312 (a) of the Internal Revenue 
Code in the case of the tax for 1936 or 1937 of any such taxpayer to 
whom any such payment is returned, until the last such payment is 
returned to the taxpayer. 

Section 903: This section amends section 1430 of the Internal Reve­
nue Code by striking out the reference therein to section 3762 of the 
code and inserting in lieu thereof a reference to section 3661. The 
change merely corrects a typographica~l error made in section 1430 
when the code was enacted. 

CHANGES IN ExISTING LAW 

In compliance with paragraph 2a, of rule XIII of the Rules of the 
-House of Representatives, changes in existing law mache by the bill are 
shown as follows (existing law proposed to be omitted is shown in 
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line type; new matter is printed in italics; existing law in which no~ 
change is proposed is shown in roman): 
That this Act may be cited as the "Social Security Act Amendments of 1939." 

TITLE I-AMENDMENTS TO TITLE I OF THE SOCIAL SECURITY ACT 

SEC. 101. Section 2 (a) of the Social Security Act is amended to read as follows: 
"(a) A State plan for old-age assistance 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 participation by the State; 
(3) either provide for the establishment 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 for old-age assistance is denied, an 
opportunity for a fair hearing before such State agency; (5) provide such methods 
of administration (other than those relating to selection, tenure of office, and corn­
pensation of personnel) as are found by the Board to be necessary for the proper 
and efficient operation of the plan; (6) provide that the State agency will make such 
reports, in such form and containing such information, as the Board may from 
time to time require, and comply with such provisions as the Board may from 
time to timne find necessary to assure the correctness and verification of such 
reports; ftnd (7) pfeevde thft-t if the Statte e+ any.~ 4 its V"~i4efd ssbdxi istens eolleets 
fi-fei the estate of aniy feeipiefit 4 ekld fge fissiestanee ttny affiopnt with i'espeet te 
old-atge easistsanee Ass'ished h+iff+ ndei the plaf, "enehaslf of the fet amneant se 
eelleeted sa-ll he yresniptly paid he the J~nited Stfttes. A-ny payffenit se madt~e 
sh-all h9e depeesited int the 4a'eas~ify he the em'edit 4f the aj3pilepfiotie fop the fium'­
peses 4f this title effective July 1, 1941, provide that the State agency shall, in deter­
mining need, tehe into consideration any other income and resources of an i~ndividual 
claiming old-age assistance; end (8) effective July 1, 1941l, provide safeguards Which 
restrict the use or disclosure of information concerning applicants and recipients to 
purposes directly connected weith the administrationof old-age assistance." 

SEC. 102. Effective January 1, 1940, section 3 of such Act is amended to read as 
follows: 

'PAYMENT TO STATES 

"SEC. 3. (a) From the sumis appropriated therefor, thle Secretary' of the Treas­
ury shall pay to each State which has an approved plan for old-age assistance, for 
each quarter, beginning with the quarter commnencing July- 4-, 4-01,3h January 1, 
1940, (1) an amiount, wvhich shall be used exclusivelyiN as old-age assistance, equal 
to one-half of the total of the stiuns expended during such quarter as old-age 
assistance under the State plan with respect to each needy individual who at the 
time of such expenditure is sixty-five years of age or older and is not an ininiate of a 
public institution, not counting so much of sueh expenditure with resoect to any 
individual for anv mouth as exceeds *3 $40O, and (2) 5 per centumn of such amount, 
which shall be used for paying the costs of administering the State plan or for old-
age assistance, or both, and for no other purpose-u Provided,-4wht the State 1plafns 
in s-stem he he ftppmeved by-the -Boa-Md7 nteed neet pm'evtele ta' haeilPfmtfieiPftient 

hefe'e uly4-~493~th the easte of any -State whiel* te 43oftfd-, ~aponb StteTi 
atppliefttient by~the State ana-teftem' feesenable netiee andA epoedenit-y fo+m'hain 
he the State, finds is pm'evented by,its eentstiutimfti ffem pm'evidiing seeh fintafneial 
PaA'teiPtt~ioR. 

"(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- stat­
ing the amiount 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, (A) reduced or increased, as the case 
may he, 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 
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State under clause (1) of subsection (a) for such quarter, and (B) reduced 
by a sum equivalent to the pro rata share to which the United States is equit­
ably entitled, as determined by the Board, of the net amount recovered during 
any prior quarter by the State or any political subdivision thereof with respect 
to old-age assistancefurnished under the State plan; except that such increases 
or reductions shall not be made to the extent that such sum has sums have 
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: Pro­
vided, That any part of the amount recovered from the estate of a deceased recip­
ient which is not in excess of the amnoutnt expended by the State or any political 
subdivision thereof for the funeral expenses of the deceased shall not be con­
sidered as a basis for reduction tender clause (Li) of this paragraph. 

"(3) 'rho Secretary of the Treasury shall thereupon, through the Division 
of Disbursement of the Treasury Department and prior to audit or settlement 
by the General Accounting Office, pay to3 the State, at the time or times 
fixed by the Board, the amount so certified, increased by 5 per centum." 

SEC. 103. Section 6 of such Act is amended to read as, follows: 
"SEC. 6. When used in this title the term 'old-age assistance' means money 

payments to needy aged individuals." 

TITLE II-AMENDMENT TO TITLE II OF THE SOCIAL SECURITY ACT 

SEC. 201. Effective January 1, 1940, title II of such Act is amended to read as 
follows: 

'ii4TihE 44ELR t 4 4AGE BENE44T5s 

'3erm2Wh4 (a) There is herelit' created an oeaecout int the T-reasury of t-he 
Untited Sates to be knoewn ase the 'Old-Age ReservNe Ateount'-her-einafter+int this title 
enfl~ed the tteeout¾fV There is hereby au~thOriized to be afppropriated to -the 4 c­
eenunt for each booniseyear- begffinnig waith the booed year ending. Janfe 3427 44-93% anf 
an-mount efulheiennt as anf anfnual pr-emtiumi to pr-ovide for t-he paymfenfts required 
under this tile7. sueb amoonfft to be detennfiined ont at reseeve basis int aeeordantee 
withi accepted aetoarits-l printeiples- anRd batsed up~on snobh tafbles of moertal ity ats the 
SecretaryT of thu Treasur eahall ffrora tim~e to timfe atdopt-s nt-nd utpon anf intterest 
rat4e of 8 per centumtf per atnnumt c,,omfpounded ft+Wtsalty- The S'eer-etary of the 
Treasurty- shell4submfit atnnuall~y to t-he -Bureauiof t-he Budget anf estimate of thie 
approp~riaiatios to he matd -e tote Aceeuout 

"( 4f sal~fl be the duity of t-he Seereta ry of the Tr-eatsury to invest suchl pomtion 
of theftamoutseeietoteAeutaisotihijug ntrqidtom t 
eu'reatt withdra~wals. Snob inv-,estmfen-t ins-p~ be matfde onlyt int interest-hearin 
obligation~s of the -United -States or int obligationts guaranfteed as to both proincipatl 
anfd interest by the -United S4tates- Forp sorb purpose suieb obligati4ons masy he 

at thfarkti pprime The purpoeses for whieb obligaftionts of 'the Uniited Stattes malfy 
he isue under the Seeontd i~berty Bond A-et- ats amfended7 , are hereby en-tend~ed 
to authorine the iessuanee att partl of s~peeimal obligations en-elusively to the Aeeotuat, 
Snub speciail obligattions shal~l bearf interest at the rate of 3 per eenitumf p~er niu 
Obligattionts other thnn snobh special obliga~tionts mafy he acequtired for the Aceountft 
only ont snob termfs as to provide an investmfenit yield of noet less than 3 per eentufin 
per fannuunt 

0.1e)Ay obligattions atequir~ed by the -Aeounttt(except, speeia4 obligations issuted 
en-eluisively3 toe the Aeeout%~mafy he sold at the martfket price7 - anfd suei speelal 
obligationfs miay he redeemed at~par plus fteemued interest, 

"(4d} The interest off- anfd the proeeedo fr-ofm the sale or r-edemtiption of- anyt 

").e All amoiuntts er-edited to the A*secount shall1 be available for melfting pay­
fnentts r-equired unoder tisis 4titl 

"(f} The Secretary of the TrFeasurty shall inelude int his annuial report the 
aetunrial status of th4e Aceount. 

!ISo,- 2029- (a) Every qualified intdi-vidual (as deined in seeetiont 24-4) shall be 
entitled to Feeeive, wit+h respeet to the period beginnfintg on the dntte he attatins 
the age of simty five or ont Januariy %4-9 whiehe-ver is the lnteq, anfd ending4444 

152390-39---6 
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-on, the da-te of his death7 an 44- age benefit (payab e as nearly as praetieable in 
equaflmonthly iastalhnents( as follows:t 

Si%4 -Ifthe total wages (as defined in seetlon 24-0 determined by the,Beard 
to bave been paid to himf- with respeet to employment (as defined in seetion 
24-9 after Deeember 94h l-9846- and before he attained the age of simty-flne 
were not morpe than $,2 0 0 0, the old-age benefit shiall be at a monthly rate of 
one-half of 4-per eentam of sueb total wages; 

1'{2} If sueb total wages wer-e more than $370027 the old-age benefit shall 
be at a mointhly rate equtal -tothe sufm of the following: 

1±4.~One-half of 4-perF eentomf of $83000; plus 
11(B} One-twelfth of 4-per sentam of the amfoun-t by whiek snob total 

wage eaeeeded, #37909 andf did not emeeed 8427009j pins 
1Q(One twenty fourth of +1 per eentomf of the amonuttft b-y whieh 

snoeb total wages eaeeed 9427000. 

"-(b( In noe ease shal the,monthly rate eompnted nad~er stibseetion (a4 emeeed
 
48&­14(e If th-e Beard finds at any timfe, that more or less than the eorreet amonaeth 
has ther-eto foe been paid to any indi-v if4 uanader this seetion, then7 unado regain­
tions mad~e b-y -theBoard7, proper atdjustments shall be maide in eonneetiont wit4h 
sabsequent payments nad~er this seotion, to the samffe iftdi-vidua4. 

11(44 Whenever the BoardM finds that any~qu~alified Individual has reeeived 
wages with r-espeet to regular emfploymfent after hie attained the age of sixty-fi e-
the old-age benefit payable to sash, indli~dnal shall be r-ednsed, for easeh salentdar 
moath int any part of whish snobh regalar emnploymnent oeeurred, by an atmount 
eqotal to one moenth's benefit. Snob reduetion shall be made7 under regnilationso 
pr-esepflbed by -the Board-, b-y deduietions fromff one or more payments of old-age 
benefi to snobh individnal~ 

1 1 3~e- 203, (a( If anty indiv-idnal dies before attaining the age of sixty-five, there 
,shall boe paid, to his estate anf amonaft eqnal to 844 per een-tom of the total wages 
determnined by the Boar-d to bave been paid to him&, with r-espeet to emiployment 
after Peeember 94-, 4936. 

lit®. If the Board finds that the eeorreet amnount of the old-age benefit pay­
able to a qnalified indliddual daring his life fnade sestion 292 was loss than 44J 

epeesatam of the -total wages by whieh snob old-age benefit was mfeasarfabley, 
then there shall be paid to his estate at samn equal to the amount, if an-y- b-y 
whiob snob a+4 per eentufm eneeeds the amionat (whether more or loss than -the 
eeorrest amoaent) paid to himf dering his life as old-age bentefit. 

SI(s9 If the Boar-d finds tha-t the total amfoant paid to a qnalifled individual 
"ader ant old-age benefit during his life was loss thant the eorreet amount to whieh 

-he was entitled under seetion 29-27 and that the eorreet amount of sebe old-age 
benefit was 3+ per eentor or mfere of -thetotal wages by whieb snob old-age benefit 
was measarable, then there shal be paid to his estate a sumn equial to the amoeunt7 
if any- by whish the sorreet amonaut of the old-age benefit eaeeeds the amoant 
Whieb Was soai - to him darfing -hislife-. 

-eannno '*0ann rnErnI-IU*1ns nor QuAmpffun Pon B]3nneers
 
1 1
9*eo, 294,. (a4 There shall be paid in a lumfp sam to any individual whey, upon 

attaining the age of siaty-flize, is not a qualified inidivi~dual; an amoutnt equal -to 
334 per eentam of the total wages determined by the Boarpd to bane been paid to 
him1i- with irespeet to emaployment after Deeember 3t7, 493467 and before he attained 
-theage of simty-five.

ll(b} After any individual beeomes entitled to an~y payment under subseetion 
(at7 no other- payment shall be madte, nader this title in any ma nemeasur-ed by 
wages paid to him7- ensept that any part of any payment under subseetonf (a)­
whieb is not paid to hima before his death shall be paid,to his estate. 

11*uoquifrs on $609 O fionase e qoeuonno' 
11 8*e- 20-? If an-y amount payable -to an estate under sestion -20 or 204 is 

$500 or less- snob amoutnt may, under- regudlations pr-eseiribed by the Board, be 
paid to the per-sons found by the -Boardto be entitled thereto under the law of the 
State in whieb the deeeased was domleiled- iithout the nesessity of soniplianee 
withthe Fe liemn of lnwwit&hrespeetto tle adiitainof ueh estate. 
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11t9ne W06. 44 the Board finds t.hat the tota amouint paid to a qualified infdi­
viduaI under an old-age benefit during his life wa mor-e than the eorret amoeunt 
to whieh he was entitled under seetion .204 and was 9444per.eentunt or mtoreof the 
to~tal wages by whiob suek, old-ae benefit was mneasurable7 then upon his dleath 
there shall be repaid to the United States by his estate t-he amouetnt, if any, by 
whisk suebh tota amount pf- to hint during his life emeeeds whiehever of th~e fol­
lowing is t6he greater: (4- Suob 344 per eentunt, or (2> the sofrest amounat to0 whiel 
he was entitled under seotion 2027 

1 18ffi-.207, The Board shall from time to tnime sertify to t*he Seer-etary of the 
Treasuryf the namfe antd address of saseh per-son entitled to0 reeeive at paymfent under 
thisi title- the amount of su~ek payment, and the -timfe at whiek it should he matde, 
and the Seeretary of the T-reasury throuigh the Di-vision of Dibfsnetof the 
Treatsury lDepartment, and prior to audit or settlement by thew General Aeoutnt­
lafg Offsee, shall mfake paymfent in eeFEteewith the eer-tifieation by Qthe Board. 

1 1 Sse- 20&- The right of any person to an-y fotutre payment under this title 
shall not he tr-ansfer-able or assignableeaftlw or in equity, and nonte of the moeneys 
pai~d or payatble or rights enisting under thisi tite s4hal he subjeet t~o e*eeuitoeff7 

7lev-y attaehmient, garnishmoent, or other legal proeess- or to t6he operation of any 
beankfuptey or insolveney law­

"Saw-e 200- Whoever- inf an-y applieation for ainypament nder thmis title 
makes aniy false statement aso to aniy mtrafstknwgsebstatemeent to be 
false- shall he fined not mor-e tha-n #47000 or mimprisonted for not moree than one yeatr, 
or both, 

"e 240-0 When used in thmis title. 
'
1 

{a The terma 'wages' means all remuneration for emnploymient7, ineindlag the 
easeh value of all remuneration paid in any medium other thane eashj; emeept that 
suiek term shall not inelude that Vpat of the r-emuertiation whiek, afterreura 
tion equal -to #47000 hase been pamid to an individual by anf employer with respeet 
to emfployment durfing anly ealendart year, is -a~to suseh individual by sehlb em­

£(%The termi 1 employment' meants anly servele, of whatever nature perlformed 
within the Udnited States by an employee for his employegn emeept­

'1(1 Agrietultura-fl laborj, 
'1(2> leomestie serviee inRa private home-' 
14{39 Gasual lab~or noet in the esurse of the employer's trade or busns­
"(44~ Serviee per-formfed as anH ouieer or memfber of -the er-ew of a vessel 

doeenmented under the latws of the Uaited States or of anry foreignH eountryj, 
14{6 Ser-viee per-formed in the employ of -the United States Governmffent 

orf of anf intstrumfentality of the United States-: 
'146> Ser-viee performed- in. the employ of 4 State, a politinal subdivision 

thereof, or an instrumientality of one or morfe States or politieal subdlivm os 
li(-4} Servise perforfmed int the emoploy of a ee-e-teommunn nity ehest­

fon47, or foundation, organized and operated emslosively for r-eligious- sharita­
ble- seientifie, literar-y or eduentional purposes, or for the pr-evention of erutelty 7 
to ehildren or animtals no, p&ar of the niet earaings of whisk inurfes to0 the 
benlefi of any pr-ivate shar-eholder or individuial­

"~es The termf 'qualiie individual' means an~y individual with respeet -to 
whom it appears to -the satisfaetrion of -theBoard that­

'144 -Me is at leas sixty-five years of age-, anfd 
'1(2 The tend atmount of wages pai~d to hima, with respeet to employment 

after Pesemfber-347- 4-0456, and before he attained the age of sixty-five,- was not 
less than #47006, and 

'144* Wages wer-e paid to himi, with respeet to employment on somfe five 
la-u a. a flnanaba 24- -W2. -Aa laia- lf at.4edte pea 

eateh daty being in a differ-ent ealenidar yeae4'" 
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"TITLE II-FEDERAL OLD-AGE AND SURVIVOR INS URANCE 
BENEFITS 

"CFEDERAL OLD-AGE AND SURVIVOR INSURANCE TRUST FUND 

"SEC. 1201. (a) There is hereby created on the books of the Treasury of the United 
States a trust fund to be known as the 'Federal Old-Age and Survivor Insurance 
Trust Fund' (hereinafter in this title called the 'Trust Fund'). The Trust Fund 
shall consist of the securities held by the Secretary of the Treasury for the Old Age 
Reserve Account and the amount standingto the credit of the Old Age Reserve Account 
on the books of the Treasury on January 1, 1940, which securities and amount the 
Secretary of the Treasury is authorized and directed to transfer to the Trust Fund, 
and, in addition, such arnounts as may be appropriatedto the Trust Fund as herein­
after provided. There is hereby appropriatedto the Trust Fund for the fiscal year 
ending June 30, 1941, and for each fiscal year thereafter, out of any moneys in the 
Treasury not otherwise appropriated, amounts equivalent to 100 per centumn of the 
taxes (including interest, penalties, and additions to the taxes) received under the 
Federal Insurance ContributionsAct and covered into the Treasury.

"(b) There is hereby created a body to be known as the Board of Trustees of the 
Federal Old-Age and Survivor Insurance Trust Fund (hereinafter in this title called 
the 'Board of Trustees') which Board of Trustees shall be composed of the Secretary 
of the Treasury, the Secretary of Labor, and the Chairman of the Social Security 
Board, all ex officio. The Secretary of the Treasury shall be the Managing Trustee 
of the Board of Trustees (hereinafter in this title called the 'M'anaging Trustee'). 
It shall be the duty of the Board of Trustees to­

"(1) Hold the Trust Fund; 
"(2) Report to the Congress on the first day of each regular session of the 

Congress on the operation and status of the Trust Fund during the preceding 
fiscal year and on its expected operationand status during the next ensuing five 
fiscal years; 

"(3) Report immediately to the Congress whenever the Board of Trustees is of 
the opinion that during the ensuing five fiscal years the Trust Fund will exceed 
three times the highest annual expenditures anticipatedduring that five-fiscal-year 
period, and whenever the Board of Trustees is of the opinion that the amount of 
the Trust Fund is unduly,small. 

The report providedfor in paragraph(2) above shall include a statement of the assets of, 
and the disbursements made from, the Trust Fund during the precedingfiscal year, an 
estimate of the expected future income to, and disbursements to be made from, the 
Trust Fund during each of the next ensuing five fiscal years, and a statement of the 
actuarialstatus of the Trust Fund. 

"(c) It shall be the dutty of the A'anaging Trustee to invest such portion of the Trust 
Fund as is not, in his judgment, required to meet current withdrawals. Such invest­
ments may be made only in interest-bearing obligations of the United States or in 
obligationsguaranteedas to both principaland interest by the United States. Forsuch 
purpose such obligationsmay be acquired (1) on original issue at par, or (2) by pur­
chase of outstanding obligations at the market price. The purposes for which obliga­
tions of the United States may be issued under the Second Liberty Bond Act, as amend­
ed, are hereby extended to authorize the issuance at par of special obligations exclusively 
to the Trust Fund. Such special obligation~s shall bear interest at a rate equal to the 
average rate of interest, computed as to the end of the calendarmonth next preceding the 
date o'f such issue, borne by all interest-bearingobligations of the United States then 
forming a 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 obligations shall be the 
multiple of one-eighth of 1 per centum next lower than such average rate. Such special 
obligationsshall be issued only if the Managing Trustee determines that the purchaseof 
other interest-bearing obligations of the United States, or of obligations guaranteed as 
to both principal and interest by the United States on originalissue or at the market 
price, is not in the public interest. 

"(d) Any obligations acquired by the Trust Fund (except special obligations issued 
exclusively to the Trust Fund) may be sold by the Managing Trustee at the market 
price, and such special obligations may be redeemed at par plus accrued interest. 

"(e) The interest on, and the proceeds from the sale or redemption of, any obliga­
tions held in the Trust Fund shall be credited to andform a part of the Trust Fund.

"1(f) The Managing Trustee is directed to pay each month from the Trust Fund 
into the Treasury the amount estimated by him and the Chairman of the Social Secu­
rity Board which will be expended during the month by the Social Security Board and 
the Treasury Department for the administrationof Title II and Title VIII of this 
Act, and the Federal Insurance Contributions Act. Such payments shall be covered. 
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into the Treasury as miscellaneous receipts. If it subsequently appears that the esti­
mates in any particularmonth were too high or too low, appropriateadjustments shall 
be made by the Managing Trustee in future monthly payments.

"(g) All amounts credited to the Trust Fund shall be availablefor making payments 
required under this title. 

"OLD-AGE AND SURVIVOR INSURANCE BENEFIT PAYMENTS 

"Primary Insurance Benefits 

"SEC. 202. (a) Every individual, who (1) is a fully insured individual (as defined 
in section 209 (g)) after December 31, 1939, (2) has attained the age of sixty-five, and 
(3) has filed applicationfor primary insurance benefits, shalt be entitled to receive 
a primary insurance benefit (as defined in section 209 (e)) for each month, beginning 
with the month in which such individual becomes so entitled to such insurance benefits 
and ending with, the month preceding the mnonth in which he dies. 

''Wife's Insurance Benefits 

"(b) (1) Every wife (as defined in section 209 (i)) of an individual entitled to 
primary insurance bcneflts, if such wife (A) has attained the age of sixty-five, (B) 
has filed application.forwife's insurancebenefits, (C) was living with such individual 
at the time suich application was filed, and (D) is not entitled to receive primary insur­
ance benefits, or is entitled to receive primtary insurance benefits each o~f which is tess 
than one-half of a primary insurancebenefit of her husband, shall be entitled to receive 
a wife's insurance bene-fit for each month, beginning with the month in which she 
becomes so entitled to suich insurance benefits, and ending with the month immediately 
preceding the first month in which any of the following occurs: she dies, her husband 
dies, they are divorced a vinculo matrimonii, or- She becomes entitled to receive a pri­
mary insurance benefit equal to or exceeding one-half of a primtary insurance benefit 
of her husband. 

" (2) Such wife's insurance benefit for each mionth shalt be equal to one-half of a 
primary insurance benefit of her husband, except that, if she is entitled to receive a 
primary insurance benefit for any month, such Wi fe's insurance benefit for such month 
shall be reduced by an amiount equal to a primary i.nsurance benefit of such wife. 

"Child's Insurance Benefits 

"(c) (1) Every child (as defined in section 209 (Ic)) of an individual entitled to 
primary insurance benefits, or of an individual who died a fully or currently insured 
individual (as defined in section 209 (g) and (h)) after December 31, 1.939, if such 
child (A) has filed application 'for child's insurance benefits, (B) at the tim'e such 
applicationwas filed was unmarried and had not attained the age of 18, and (C) weas 
dependent upon such individual at the time such application was filed, or, if such 
individual has died, was dependent upon suich individual at the time o~f Stich individ­
ual's death, shall be entitled to receive a child's insurancebenefit for each month, begin­
ning with the month in which suich child becomes so entitled to suich insurancebenefits, 
and ending with the month immediately preceding the first month in which any of the 
following occurs: suich child dies, mzarries, is adopted, or attains the age of eighteen.

"(2) Suich child's insurance benefit for-each month shall be equal to one-half of a 
primary insurance benefit of the individual with respect to whose wages the child is 
entitled to receive such benefit, except that, when there is more than one such individual 
such benefit shall be equal to one-half of whichever primary insurance benefit is -greatest

"(3() A child shall be deemed dependent upon a father or adoptingfather, or to have 
been dependent upon such individualat the time of the death of such individual, unless, 
at the time of such death, or, if such individual was living, at the timze such child's 
applicationfor child's insurancebenefits was filed, such individual was not living with 
or contributingto the support of suich child and­

"(A) such child is neither the legitimate nor adopted child of such individual, 
or 

"(B) such child has been adopted by some other individual, or 
"(C) such child, at the time of such individual's death, was living with and 

supported by such child's stepfather.
"9(4) A child shall be deemed dependent upon a mnother, adopting mother, or step­

parent, or to have been dependent upon such individual at the time of the death of such 
individual, only if, at the time of such death, or, if such individual was living, at the 
time such child's applicationfor child's insurance benefits was filed, no parent other 
than such individual was contributing to the support of such child and such child was 
not living with its father or adopting father. 
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"Widow's Insurance Benefits 

"(d) (1) Every widow (as defined in section 209 (j)) of an individual who died 
a fully insured individual after December 81, 1939, if such widow (A) has not re­
married, (B) has attained the age of sixty-five, (C) has filed application for widow's, 
insurance benefits, (D) was living with such individual at the time of his death, and 
(E) is not entitled to receive primary insurancebenefits, or is entitled to receive primary' 
insurance benefits each of which is less than three-fourths of a primary insurance 
benefit of her husband, shall be entitled to receive a widow's insurance benefit for each 
month, beginning with the month in which she becomes so entitled to such insurance 
benefits and ending with the month immediately preceding the first month in which. 
any of the following occurs: she remarries, dies, or becomes entitled to receive a pri­
mary insurance benefit equal to or exceeding three-fourths of a primary insurance 
benefit of her husband. 

"(2) Such widow's insurance benefit for each month shall be equal to three-fourths­
of a primary insurance benefit of her deceased husband, except that, if she is entitled 
to receive a primary insurance benefit for any month, such widow's insurance benefit 
for such month shall be reduced by an amount equal to a primary insurance benefit of 
such window. 

"Widow's Current Insurance Benefits 

"(e) (1) Every widow (as defined in section 209 (j)) of an individual who died a 
fully or currently insurea individual after December 31, 1939, if such widow (A) has 
not remarried, (B) is not entitled to receive a widow's insurance benefit, and is not 
entitled to receive primary insurance benefits, or is entitled to receive primary insur­
ance benefits each of which is less than three-fourths of a primary insurance benefit of 
her husband, (C) was living with such individual at the time of his death, (D) has 
filed applicationfor widow's current insurance benefits, and (B) at the time of filing 
such applicationhas in her care a child of such deceased individualentitled to receive a 
child's insurance benefit, shall be entitled to receive a widow's current insurance benefit 
for each month, beginning with the month in which she becomes so entitled to such cur­
rent insurancebenefits and ending with the month immediately preceding the first month 
in which any of the following occurs: no child of such deceased individual is entitled 
to receive a child's insurance benefit, she becomes entitled to receive a primary insurance-
benefit equal to or exceeding three-fourths of a primaryinsurance benefit of her deceased 
husband, she becomes entitled to receive a widow's insurance benefit, she remarries, 
she dies. 

" (2) Such widow's current insurance benefit for each month shall be equal to three-
fourths of a primary insurance benefit of her deceased husband, except that, if she is 
entitled to receive a primary insurance benefit for any month, such widow's current 
insurance benefit for such month shall be reduced by an amount equal to to a primary' 
insurance benefit of such widow. 

"Parent's Insurance Benefit 

"(f) (1) Every parent (as defined in this subsection) of an individual who died a 
fully insured individual after December 31, 1989, leaving no widow and no unmarried 
surviving child under the age of 18, if such parent (A) has attained the age of 65, (B) 
was wholly dependent upon and supported by such individual at the time of such in-
dividual's death and filed proof of such dependency and support within two years of 
such date of death, (C) has not married since such individual's death, (D) is not 
entitled to receive any other insurancebenefits under this section, or is entitled to receive-
one or more of such benefits for a month, but the total for such month is less than one-
half of a primary insurance benefit of such deceased individual, and (B) has filed 
applicationj.or parent's insurance benefits, shall be entitled to receive a parent's 
insurance benefit for each month, beginning with the month in which such parent 
becomes so entitled to such parent's insurance benefits and ending with the month 
immediately preceding the first month in which any of the following occurs: such 
parent dies, marries, or becomes entitled to receive for any month an insurance benefit 
or benefits (other than a benefit under this subsection) in a total amount equal to or 
exceeding one-half of a primary insurance benefit of such deceased individual. 

" (2) Such parent's insurance benefit for each month shall be equal to one-half of a 
primary insurance benefit of such deceased individual,' except that, if such parent is 
entitled to receive an insurance benefit or benefits for an'k month (other than a benefit-
under this subsection), such parent's insurance benefit for .uch month shall be reduced 
by an amount equal to the total of such other benefit or benefits for such month. When 
there is more than one such individual with respect to whose wages the parent is en­
titled to receive a parent's insurance benefit for a month, such benefit shall be equal toh 
one-half of whichever primary insurance benefit is greatest. 



87 SOCIAL SECURITY ACT AMENDMENTS OF 1939 

"(3) As used in this subsection, the term 'parent' means the mother or father of 
an individual, a stepparent of an individual by a marriage contracted before such 
individual attained the age of sixteen, or an adopting parent by whom an individual 
was adopted before he attained the age of sixteen. 

"Lump-sum Death Payments 

"(g) Upon the death, after December 31, 1939, of an individual who died a fullye 
or currently insured individual leaving no surviving widow, child, or parent who 
would, on filing application in the month in which such individual died, be entitled 
to a b-3nefit for such month under subsection (b), (c), Cd), Ce), or (f) of this section, 
an amount equal to six times a primary insurance benefit of such individual shall 
be paid in a lump-sum to the following person (or if more than one, shall be distributed 
among them) whose relationship to the deceased is determined by the Board, and who, 
is living on the date of such determination: To the widow or widower of the deceased; 
or, if no such widow or widower-be then living, to any child or children of the deceased 
and to any other person or persons who are, under the intestacy law of the State where 
the deceased was domiciled, entitled to share as distributees with such children of the 
deceased, in such proportions as is provided by such law; or, if no widow or widower 
and no such child and no such other person be then living, to the parent or parents of' 
the deceased and to any other person or persons who are entitled under such law to 
share as distributees with the parents of the deceased, in such proportions as is pro­
vided by such law. A person who is entitled to share as distributee with an above-
named relative of the deceased shall not be precluded from receiving a payment under 
this subsection by reason of the fact that no such named relative survived the deceased 
or of the fact that no such named relative of the deceased was living on the date of such 
determination. If none of the persons described in this subsection be living on the 
date of such determination, such amount shall be paid to any person or persons, 
equitably entitled thereto, to the extent and in the proportions that he or they shall 
have paid the expenses of burial of the deceased. No payment shalt be made to any 
person under this subsection, unless application therefor shall have been filed, by or 
on behalf of any such person (whether or not legally competent), prior to the expiration 
of two years after the date of death of such individual. 

"1APPLICATION 

"Ch) An individual who would have been entitled to a benefit under subsection 
(b), Cc), Cd), Ce), or (f) for any month had he filed application therefor prior to the 
end of such month, shall be entitled to such benefit for such month if he files application 
therefor prior to the end of the third month immediately succeeding such month. 

"IREDUCTION AND INCREASE OF INSURANCE REWEFITS 

"SEC. 203. (a) Whenever the benefit or total of benefits under section 202, payable 
for a month with respect to an individual's wages, exceeds Cl) $85, or (2) an amount 
equal to twice a primary insurancebenefit of such individual, or (3) an amount equal 
to 80 per centum of his average monthly wage (as defined in section 209 (f)), which­
ever of such three amounts is least, such benefit or total benefits shall, prior to any 
deductions under subsections (d), Ce), or (h), be reduced to such least amount. 

"Cb) Whenever the benefit or total of benefits under section 202 Cor as reduced 
under subsection (a)), payable for a month with respect to an individual's wages, is 
less than $10, such benefit or total of benefits shall, prior to any deductions under 
subsections Cd), (e), or Ch), be increased to $10. 

"Cc) Whenever a decrease or increase of the total of benefits for a month is made 
under subsection (a) or (b) of this section, each benefit shall be proportionatelydecreased 
or increased, as the case may be. 

"Cd) Deductions shall be made from any payment under this title to which an indi­
vidual is entitled, until the total of such deductions equals such individual'sbenefit or 
benefits for any month in which such individual: 

"(1) rendered services for wages of not less than $15; or 
"(2) if a child under eighteen and over sixteen years of age, failed to attend 

school regularly and the Boardfinds that attendance was feasible; or 
"(3) if a widow entitled to a widow's current insurance benefit, did not have 

in her care a child of her deceased husband entitled to receive a child's insur­
ance benefit. 

"C e) Deductions shall be made from any wife's or child's insurance benefit to which 
a wife or child is entitled, until the total of such deductions equals such wife's or child's 
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insurance benefit or benefits for any month in which the individual, with respect to 
whose wages such benefit was payable, rendered services for wages of not less than $16. 

"(f) If more than one event occurs in any one month which would occasion deduc­
tions equal to a benefit for such month, only an amount equal to such benefit shall be 
deducted. 

"(g) Any individual whose benefits are subject to deduction under subsection (d) 
or (e), because of the occurrence of an event enumerated therein, shall report such occur­
rence to the Board prior to the receipt and acceptance of an insurance benefit for the 
,secondmonth following the month in which such event occurred. Any such individual 
having knowledge thereof, who fails to report any such occurrence, shall suffer an addi­
tional deduction equal to that imposed under subsection (d) or (e). 

"(h) Deductions shall also be made from any primary insurance benefit to which 
an individual is entitled, or from any other insurance benefit payable with respect to 
such individual'swages, untilsuch deductions total the amount of any lump sum paidto 
such individual under section 204 -of the Social Security Act in force prior to the date 
of enactment of the Social Security Act Amendments of 1939. 

11OVERPAYMENTS AND UNDERPAYM1ENTS 

"SiEc. 204. (a) Whenever an error has been made with respect to payments to an 
individual under this title (including payments made prior to January 1, 1940), 
proper adjustment shall be made, under regulations prescribed by the Board, by in­
creasing or decreasing subsequent payments to which such individualis entitled. If 
such individual dies before such adjustment has been completed, adjustment shall be 
,made by increasing or decreasing subsequent benefits payable with respect to the wages 
which were the basis of benefits of such deceased individual. 

"(b) There shall be no adjustment or recovery by the United States in any case 
where incorrect payment has been made to an individual who is without fault (includ­
ing payments made prior to January 1, 1940), and where adijustment or recovery 
would defeat the purpose of this title or would be against equity and good conscience. 

" (c) No certifying or disbursing officer shall be held liable for any amount certified 
or paid by him to any person where the adjustment or recovery of such amount is 
waived under subsection (b), or where adjustment under subsection (a) is not com­
pleted prior to the death of all persons againstwhose benefits deductions are authorized. 

"1EVIDENCE, PROCEDURE, AND CERTIFICATION FOR PAYMENT 

"SEC. 205. (a) The Board shall have full power and authority to make rules and 
regulations and to establish procedures, not inconsistent with the provisions of this 
title, which are necessary or appropriate to carry out such provisions, and shall adopt 
reasonableand proper rules and regulationsto regulate and provide for the nature and 
extent of the proofs and evidence and the method of takino and furnishing the same in 
order to establish the right to benefits hereunder. 

"(b) The Board is directed to make findings of fact, and decisions as to the rights 
of any individual applying for a payment under this title. Whenever requested by 
any such individual or whenever requested by a wife, widow, child, or parent who 
makes a showing in writing that his or her rights may be prejudiced by any decision 
the Board has rendered, it shall give such applicant and such other individual reason­
able notice and opportunity for a hearing with respect to such decision, and, if a 
hearing is held, shall, on the basis of evidence adduced at the hearing, affirm, modify, 
or reverse its findings of fact and such decision. The Board is further authorized, 
on its own motion, to hold such hearings and to conduct such investigations and 
other proceedings as it may deem necessary or proper for the administrationof this 
title. In the course of any hearing, investigation, or other proceeding, it may ad­
minister oaths and affirmations, examine witnesses, and receive evidence. Evidence 
may be received at any hearing before the Board even though inadmissible under 
rules of evidence applicableto court procedure. 

"(c) (1) On the basis of information obtained by or submitted to the Board, and 
after such verification thereof as it deems necessary, the Board shall establish and 
maintain records of the amounts of wages paid to each individual and of the periods 
in which such wages were paid and, upon request, shall inform any individual, 
or after his death shall inform the wife, child, or parent of such individual, of the 
amounts of wages of such individual and the periods of payments shown by such 
recordsa h ieo such request. Such records shall be evidence, for the purpose 
Of proedns eoethe Board or any court, of the amounts of such wages and the 
period iwhcteywere paid, and the absence of an entry as to an individuial's 
wages nsc eod for any period shall be evidence that no wages were paid such 
individual in such period. 
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"(2) After the expiration of the fourth calendar year following any year in which 

wages were paid or are alleged to have been paid an individual, the records of the Board 
as to the wages of such individualfor such year and the periods of payment shall be 
conclusive for the purposes of this title, except as hereafter provided. 

" (3) If, prior to the expiration of such fourth year, it is brought to the attention of 
the Board that any entry of such wages in such records is erroneous, or that any ite'm 
of such wages has been omitted fromt the records, the Board may correct such entry or 
include such omitted itemt in its records, as the case may be. Written notice of any 
revision of any such entry, which is adverse to the interests of any individual, shall be 
given to such individual, in any case where such individual has previously been 
notified by the Board of the amiount of wages and of the period of payments shown by
such entry. Upon request in writing made prior to the expira'ion of such fourth year-, 
or within sixty days thereafter. the Board shalt afford any individual, or after his 
death shall afford the wife, child, or parent of such individual, reasonablenotice and 
opportunity for hearing with respect to any entry or alleged omission of wages of 
such individual in such records, or any revision of any such entry. If a hearing is 
held, the Board shall make findings of fact and a decision based upon the evidence 
adduced at such hearingand shall revise its records as may be required by such findings 
and. decision. 

"(4) After the expiration of such fourth year, the Board may revise any entry or 
include in its records any omitted item of wages to conform its records with tax returns 
or portions of tax returns (including information returnsand other written statements) 
filed with the Commissionerof InternalRevenue under title VIII of the Social Security 
Act or the Federal Insurance Contributions Act or under regulations 'made under 
authority thereof. Notice shall be given of such revision.under such conditions and to 
such indlividuals as is provided for revisions under paragraph(3) of this subsection. 
Upon request, notice and opportunity for hearing with respect to any such entry, omis.­
sion, or revision, shall be afforded under such conditions and to such individuals as is 
provided in paragraph (3) hereof, but no evidence shall be introduced at any such hear­
ing except with respect to conformity of such records with such tax returns and such 
other data submitted under such title VIII or the FederalInsurance Contributions Act 
or under such regulations. 

"(5) Decisionsof the Boardunder this subsection shall be reviewable by commencing 
a civil action in the district court of the United States as provided in subsection (g) 
hereof. 

"(d) For the purpose of any hearing, investigation, or other proceeding authorized 
or directed under this title, or relative to any other matter within its jurisdictionhere­
under, the Board shall have power to issue subpenas requiring the attendance and 
testimony of witnesses and the production of any evidence that relates to any matter 
under investigation or in question before the Board. Such attendance of witnesses 
and production of evidence at the designated place of such hearing, investigation, or 
ather proceeding may be required from any place in the United, States or in any 
Territory or possession thereof. Sub penas of the Board shall be served by anyone 
authorized by it (1) by delivering a copy thereof to the individual named therein, or' 
(2) by registeredmail addressed to such individual at his last dwelling place or prin­
cipal place of business. A verified return by the individual so serving the subpena 
setting forth the manner of service, or, in the case of service by registered mail, the 
return post-office receipt therefor signed by the individual so served, shall be proof of 
service. W~itnesses so s ubpenaed shall be paid the same fees and mileage as are paid 
witnesses in the district courts of the United States. 

"(e) In case of contumacy by, or refusal to obey a subpena duly served upon, any 
person, any district court of the United States for the judicial district in which said' 
person charged with contumacy or refusal to obey is found or resides or transacts 
business, upon application by the Board, shall have jurisdiction to issue an order 
reqcuiring such person to appearand give testimony, or to appearand produce evidence, 
or both; any failure to obey such order of the court may be punished by said court as 
contempt thereof. 

"(f) No per-son so sub penaed or ordered shall be excused frora attending and testi­
fying or from producing books, records, correspondence, documents, or other evidence 
on the ground that the testimony or evidence required of himt may tend to incriminate 
hinm or subject him to a penalty or forfeiture; but no person shall be prosecuted or 
subjected to any penalty or forfeiture for, or on account of, any transaction, matter, 
or thing concerning which he is compelled, after having claimed his privilege against 
self-incrimination, to testify or produce evidence, except that such person so testifying 
shall not be exempt from prosecution and punishment for perjury committed in so 
testifying. 
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"(g) Any individual, after any final decision of the Board made after a hearing 
to which he was a party, irrespective of the amount in controversy, may obtain a re­
view of such decision by a civil action commenced within sixty days after the mailing 
to him of notice of such decision or within such further time as the Board may allow. 
Such action shall be brought in the district court of the United States for the judicial 
district in which the plaintiff resides, or has his principal place of business, or, if he 
does not reside or have his principal place of business within any such judicial dis­
trict, in the District Court of the United States for the District of Columbia. As part 
of its answer the Board shall file a certified copy of the transcriptof the record includ­
ing the evidence upon which the findings and decision complained of are based. The 
court shall have power to enter, upon the pleadings and transcript of the record, a 
judgment affirming, modifying, or reversing the decision of the Board, with or without 
remanding the cause for a rehearing. The findings of the Board as to any fact, if 
supported by substantial evidence, shall be conclusive, and where a claim has been 
denied by the Board or a decision is rendered under subsection (b) hereof which is 
adverse to an individual who was a party to the hearing before the Board, because of 
failure of the claimant or such individual to submit proof in conformity with any 
regulation prescribed under subsection (a) hereof, the court shall review only the ques­
tion of conformity with such regulations and the validity of such regulations. The 
court shall, on motion of the Board made before it files its answer, remand the case to 
,the Boardfor further action by the Board, and may, at any time, on good cause shown, 
order additional evidence to be taken before the Board, and the Board shall, after the 
case is remanded, and after hearing such additionalevidence if so ordered, modify or 
affirm its findings of fact or its decision, or both, and shall file with the court any such 
additional and modified findings of fact and decision, and a transcriptof the addi­
tional record and testimony upon which its action in modifying or affirming was 
based. Such additionalor modified findings of fact and decision shall be reviewable 
only to the extent provided for review of the original findings of fact and decision. 
The judgment of the court shall be final except that it shall be subject to review in the 
same manner as a judgment in other civil actions. 

"(h) The findings and decision of the Board after a hearing shall be binding upon 
all individualswho were parties to such hearing. No findings of fact or decision of ther 
Board shall be reviewed by any person, tribunal, or governmental agency except as 
herein provided. No action against the United States, the Board, or any officer or 
employee thereof shall be brought under section 24 of the Judicial Code of the United 
States to recover on any claim arising under this title. 

"(i) Upon final decision of the Board, or upon final judgment of any court of 
competent jurisdiction,that any person is entitled to any payment or payments under 
this title, the Board shall certify to the Managing Trustee the name and address of the 
~person so entitled to receive such payment or payments, the amount of such payment 
or payments, and the time at which such payment or payments should be made, and 
the Managing Trustee, through the Division of Disbursement of the Treasury Depart­
ment, and prior to any action thereon by the General Accounting Office, shall make 
payment in accordance with the certification of the Board: Provided, That where a 
review of the Board's decision is or may be sought under subsection (g) the Board may 
withhold certification of payment pending such review. The Managing Trustee shall 
not be held personally liablefor any payment or payments made in accordance with a 
certification by the Board. 

"(j) When it appears to the Board that the interest of an applicant entitled to a 
payment would be served thereby, certification of payment may be made, regardless of 
the legal competency or incompetency of the individual entitled thereto, either for direct 
payment to such applicant, or for his use and benefit to a relative or some other person. 

"(k) Any payment made after December 31, 1939, under conditions set forth in 
subsection (3), any payment made before January1, 1940, to, or on behalf of, a legally 
incompetent individual, and any payment made after December 31, 1939, to a legally 
incompetent individual without knowledge by the Board of incompetency prior to 
certificationof payment, if otherwise valid under this title, shall be a complete settle­
ment and satisfaction of any claim, right, or interest in and to such payment. 

" (1) The Board is authorized to delegate to any member, officer, or employee of the 
Board designated by it any of the powers conferred upon it by this section, and is 
authorized to be represented by its own attorneys in any court in any case or proceed­
ing arising under the provisions of subsection (e). 

"(in) No application for any benefit under this title filed prior to three months 
before the first month for which the applicant becomes entitled to receive such benefit 
shall be accepted as an applicationfor the purposes.of this title. 

"1(n) The Board may, in its discretion, certify to the Managing Trustee any two 
or more individuals of the same family for joint payment of the total benefits payable, 
to such individuals. 
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"tREPRESENTATION OF CLAIMANTS BEFORE THE BOARD 

"SEc. 206. The Board may prescribe rules and regulations governing the recogni­
tion of agents or other persons, other than attorneys as hereinafter provided, repre­
senting claimants before the Board, and may require of such agents or other persons, 
before being recognized as representatives of claimants that they shall show that they 
are of good character and in good repute, possessed of the necessary qualifications to 
enable them to render such claimants valuable service, and otherwise competent to 
advise and assist such claimants in the presentation of their cases. An attorney in 
good standing who is admitted to practice before the highest court of the State, Terri­
tory, District, or insular poss'ession of his residence or before the Supreme Court of 
the United States or the inferior Federal courts, shall be entitled to represent claim­
ants before the Board upon filing with the Board a certificate of his right to so prac­
tice from the presidingjudge or clerk of any such court. The Board may, after due 
notice and opportunity for hearing, suspend or prohibit from further practice before 
it any such person, agent, or attorney who refuses to comply with the Board's rules 
and regulations or who violates any provision of this section for which a penalty is 
prescribed. The Board may, by rule and regulation, prescribe the maximum fees 
which may be charged for services performed in connection with any claim before 
the Board under this title, and any agreement in viol:0ation of such rules and regula­
tions shall be void. Any person who shall, writh intent to defraud, in any manner 
willfully and knowingly deceive, mislead, or threaten any claimant or prospective 
claimant or beneficiary under this title by word, circular, letter or advertisement, or 
who shall knowingly charge or collect directly or indirectly any fee in excess of the 
maximum fee, or make any agreement directly or indirectly to charge or collect any 
fee in excess of the maximum fee, prescribed by the Board shall be deemed guilty of 
a misdemeanor and, upon conviction thereof, shall for each, offense be punished by a 
fine not exceeding $500 or by imprisonment not exceeding one year, or both. 

"tASSIGNMENT 

"SEC. 202'. The right of any person to any future payment under this title shall 
'not be transferable or assignable, at lau, or in equity, and none of the, moneys paid 
-orpayable or rights existing under this title shall be subiect to execution, levy, attach­
-ment, garnishment, or other legal process, or to the operation of any bankruptcy or 
,insolvency law. 

"CPENALTIES 

"SEC. 208. Whoever, for the purpose of causing an increase in any payment 
authorized to be made under this title, or for the purpose of causing any payment 
to be made where no payment is authorized under this title, shall make or cause to 
be made any false statement or representation (including any false Ptatement or repre­
sentation in connection with any matter arising under the Federal Insurance Con­
tributions Act) as to the amount of any wages paid or received or the period during 
which earned or paid, or whoever makes or causcz; to be made any fa!sc statement of 
a materialfact in any applicationfor any payment under this title, or whoever makes 
or causes to be made any false statement, representation, affidavit, or document in 
connection with such an application, shall be guilty of a misdemeanor and upon 
conviction thereof shall be fined not more than $1,000 or imprisoned for not more 
than one year, or both. 

"4DEFINIT10ONS 

"SEC. 209. When used in this title­
"(a) The term 'wages' means all remunerationfor employment, including the cash 

value of all remuneration paid in any medium other than cash; exncept that such term 
shall not include­

"(1) 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; 

"(2) The amount of any payment made to, or on behalf of, an employee under a 
plan or system established by an employer which makes provision for his emn­
ployees generally or for a class or classes of his employees (including any amount 
paid by an employer for insurance, or into a fund, to provide for any Such pay­
nment), on account of (A) retirement, or (B) sickness or accident disability, or 
(C) medical and hospitalizationexpenses in connection with sickness or accident 
disability; 
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"(3) The payment by an employer (without deduction from, the remuneration 
of the employee) (A) of the tax imposed upon an employee under section 1400 
of the Internal Revenue Code or (B) of any payment requiredfrom an employee 
under a State unemployment compensation law; 

"(4) Dismissal payments which the employer is not legally required to make; 
or 

"(6) Any remunerationpaid to an individual prior to January 1, 1937. 
"(b) The term 'employment' means any service performed after December 31, 1936, 

and prior to January 1, 1940, which was employment as de-fined in section 210 (b) 
of the Social Security Act prior tq such date (except service performed by an individual 
after he attained the age of sixty-five), and any service, of whatever nature, performed 
after December 31, 1939, by an employee for the person employing him, irrespective 
of the citizenship or residence of either, (A) within the United States, or (B) on or in 
connection with an American vessel uinder a contract of service which is entered into 
within the United States or during the performance of which the vessel touches at a 
port in the United States, if the employee is employed on and in connection with such 
vessel when outside the United States, except­

" (1) Agricultural labor (as defined in subsection (1) of this section); 
"(2) Domestic service in a private home, local college club, or local chapter of a 

college fraternity or sorority; 
"(3) -Casuallabor not in the course of the employer's trade or business; 
"(4) Service performed by an -individual*in the employ o~f his son, daughter, 

or-spouse, and service performed by a child under the age of twenty-one in the 
employ of his father or snother; 

"(5) Service performed on or in connection with a vessel not an American 
vessel by an employee, if the employee is employed on and in connection with such 
vessel when outside the United States; 

" (6) Service performed in the emaploy of the United States Government, or of 
an instrumentality of the United States which is (A) wholly owned by the United 
States, or (B) exemnpt from the tax imposed by section 14/f10 of the Internal Revenue 
Code by virtue of any other provision of law; 

"(7) Service performed in the employ of a State, or any political subdivision 
thereo'f, or- any instrumentality of any one or more of the foregoing which is 
wholly owned by one or more States or political subdivisions; and any service 
performned in the employ of any instrumentality of one or more States or political 
subdivisions to the extent that the instrumentality is, with respect to such service, 
imumure under the Constitution of the United States from the tax isaposed by 
section 1.410 of the Internal Revenue Code; 

"(8) Service performed in the employ of a corporation, community chest, 
fund, or foundation, organized and operated exclusively far religious, charitable, 
scientific, literary, or educational purposes, or for the prevention of cruelty to 
children or animnals, no part of the net earnings of which inures to the benefit 
of any private shareholder or individual, and no substantial part of the activities 
of which is carrying on propaganda, or otherwise attempting, to influence legis­
lation; 

"(9) ~Service performed by an individual as an employee or employee representa­
tive as defined in section 1532 of the Internal Revenue Code; 

"(10) (A) Service performed in any calendar quarter in the employ of any 
organizationexempt from income tax under section 101 of the Internal Revenue 
Code, if­

"f~i) the remunerationfor such. service does not exceed $45, or 
"(ii) such service is in connection with the collection of dues or premiums 

for a fraternal beneficiary society, order, or association, and is performed 
awayfrom the home office, or is ritualisticservice in connection with any such 
society, order, or association,or 

"(iii) such service is per~formed by a student who is enrolled and is regularly 
attendingclasses at a school, college, or university; 

"(B1) Service Performed in the employ of an agricultural or horticultural 
organization; 

"(C) Service performied in the emiploy of a voluntiary employees' beneficiary 
associationprovidingfor the pay.ment of life, sick, accident, or other benefits to the 
members of such associationor-their dependents, if (i) no part of its net earnings 
inures (other than through such payments) to the benefit of any privateshareholder 
or individual, and (ii) 85 per centumt or snore of the income consists of amounts 
collected from members for the sole purpose of making suich payments and meeting 
expenses; 

"(D) Service Performed in the employ of a voluntary employees' beneficiary 
association providing for the paymnent of life, sick, accident, or other benefits 
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to the members of such associationor their dependents or designated beneficiaries, 
if (i) admission to membership in such association is limited to individual8 
who are employees of the United States Government, and (ii) no part of the net 
earnings of such association inures (other than through such payments) to the 
benefit of any private shareholder or individual; 

"(E) Service performed in any calendar quarter in the employ of a school, 
,college, or university, not exempt from income tax under section 101 of the In­
ternal Revenue Code, if such service is performed by a student who is enrolled 
and is regularly attending classes at such school, college, or university, and the 
remunerationfor such service does not exceed $45 (exclusive of room, board, and 
tuition); 

"(11.) Service performed in the employ of a foreign government (including 
servi~ce as a consular or other officer or employee or a nondiplomatic repre­
sentative); 

" (12) Service performed in the employ of an instrumentality wholly owned 
by a foreign government­

"(A) If the service is of a character similar to that performed in foreign 
countries by employees of the United States Government or of an instru­
mentality thereof; and 

"(B) If the Secretary of State shall certiy to the Secretary of the Treas­
ury that the foreign government, with respect to whose instrumentality and 
employees thereof exemption is claimed, grants an equivalent exemption 
with respect to similarservice performed in the foreign country by employees 
of the United States Government and of instrumentalitiesthereof; 

"(13) Service performed as a student nurse in the employ of a hospital or a 
-nurses' training school by an individual who is enrolled and is regularly at­
tending classes in a nurses' training school chartered or approved pursuant to 
State law; and service performed as an interne in the employ of a hospital by 
an individual who has completed a four years' course in a medical school char­
tered or approved pursuant to State law. 

"(c) If the services performed during one-half or more of any pay period by an 
emtployee for the person employing him constitute employment, alt the services of such 
employee for such period shall be deemed to be employment; but if the services per­
formed during more than one-half of any such pay period by an employee for the 
person employing him do not constitute employment, then none of the services of such 
employee for such per-iod shall be deemed tobe employment. As used in this subsection 
the term 'pay period' means a period (of not more than thirty-one consecutive days) 
for w'hich a payment of remunieration is ordinarilymade to the employee by the person 
employing him. This suibsection shalt not be applicable with respect to services 
performed for an employer in a pay period, where any of such service is excepted by 
paragraph (9) of subsection (b). 

"(d) The term 'American vessel' means any vessel docusuented or numbered under 
the laws of the United States; and includes any vessel which is neither documented or 
numbered under the laws oQfthe United States nor documented unmder the laws of any 
foreign country, if its crew is employed solely by one or snore citizens or residentsof the 
United States or corporationsorganized under the laws of the United States or of any 
State. 

"(e) The term 'primary insurance benefit' means an amount equal to the sum of the 
following­

"(1) (A) 40 per centum of the asnount of ass individual'saverage monthly wage 
if such average monthly wage does not exceed $50, or (B) if such average monthly 
wage exceeds $50, 40 per centum of $50, plus 10 per centusn of the amount by 
which such average monthly wage exceeds $50, and 

" (2) an amount equal to 1 per centum of the amount computed under paragraph 
(1) multiplied by the number of years in which $200 or snore of wages were paid 
to such individual.. 

"(f) The term 'average monthly wage' mneans the quotient obtained by dividing the 
total wages paid an individual before the year in which he died or became entitled 
to receive primary insurance benefits, whichever first occurred, by twelve times the 
number of years elapsing after 1936 and before such year in which he died or became 
so entitled, excluding any year prior to the year in which he attained the age of twenty-
two during which he was paid less than $200 of wages; but in no case shall such total 
wages be divided by a number less than thirty-six. 

"(g) The term 'fully insured individual' means any individual with respect to 
whosn 	it appears to the satisfaction of the Board that­

"(1) (A) he attained age sixty-five prior to 1940, and 
"(B) he has not less than two years of coverage, and 
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"(C) the total amount of wages paid to him was not less than $600; or 
"(2) (A) within the period of 1940-1945, inclusive, he attained the age of 
sixty-five or died before attainingsuch age, and 
" (B) he had not less than one year of coverage for each two of the years speci­

fied in clause (C), plus an additionalyear of coverage, and 
"(C) the total amount of wages paid to him was not less than an amount equal 

to $200 multiplied by the number of years elapsing after 1936 and up to and in­
cluding the year in which he attained the age of sixty-five or died, whichever first 
occurred; or 

"(3) (A) the total amount of wages paid to him was not less than $2,000, and 
" (B) he had not less than one year of coverage for each two of the years elapsing 

after 1936, or after the year in which he attained the age of twenty-one, whichever 
year is later, and up to and including the year in which he attainedthe age of sixty-
five or died, whichever first occurred, plus an additional year of coverage, and in 
no case had less than five years of coverage; or 

"(4) he had at least fifteen years of coverage. 
"As used in this subsection, the term 'year' means calendar year, and the term 

'year of coverage' means a calendar year in which the individualhas been paid not less 
than $200 in wages. When the number of years specified in clause (2) (C) or clause 
(3) (B) is an odd number, for purposes of clause (2) (B) or (3) (B), respectively, such 
number shall be reduced by one. 

"(h) The term 'currently insured individual' means any individual with respect 
to whom it appears to the satisfaction of the Board that he has been paid wages of not 
less than $50 for each of not less than six of the twelve calendar quarters, immediately 
preceding the quarter in which he died. 

"(i) The term 'wife' means the wife of an individual who was married to him prior 
to January 1, 1939, or if later, prior to the date upon which he attained the age of 
sixty. 

"(j) The term 'widow' (except when used in section 202 (g)) means the surviving, 
wife of an individual who was married to him prior to the beginning of the twelfth 
month before the month in which he died. 

"(k) The term 'child' (except when used in section 202 (g)) means the child of an 
individual, and the stepchild of an individual by a marriagecontracted prior to the 
date upon which he attained the age of sixty and prior to the beginning of the twelfth 
month before the month in which he died, and a child legally adoqpted by an individual 
prior to the date upon which he attained the age of sixty and prior to, the beginning of 
the twelfth month before the month in which he died. 

"(1) The term 'agriculturallabor' includes all service performedh­
"(1) On a farm, in the employ of any person, in connection with, cultivating the 

soil, or in connection with raising or harvesting any agricultural or horticultural 
commodity, including the raising,feeding, and management of livestock, bees, poultry,. 
and fur-bearing animals. 

"(2) In the employ of the owner or tenant of a farm, in connection with the opera­
tion, management, or maintenance of such farm, if the major part of such service is 
performed on a farm. 

"(3) In connection with the production or harvesting of maple sirup or maple 
sugar or any commodity defined as an agriculturalcommodity in section 16 (g) of 
the Agricultural Marketing Act, as amended, or in connection with the raising or 
harvesting of mushrooms, or in connection with the hatching of poultry. or in connec­
tion with the ginning of cotton. 

"(4) In handling, drying, packing, packaging, processing, freezing, grading, stor­
ing, or delivering to storage or to market or to a carrierfor transportationto market, 
any agriculturalor horticulturalcommodity; but only if such service is performed as 
an incident to ordinaryfarming operations or, in the case of fruits and vegetables, as an 
incident to the preparationof such fruits or vegetables for market. The provisions of 
this paragraphshall not be deemed to be applicable with respect to service performed in 
connection with commercial canning or commercial freezing or in connection with any
agri~culturalor horticulturalcommodity after its delivery to a terminal 'Marketfor dis­
tributionfor consumption. 

"As used in this subsection, the term 'farm' includes stock, dairy, poultry, fruit, 
fur-bearing animal, and truck farms, plantations, ranches, nurseries, ranges, green­
houses or other similar structures used primarily for the raising of agricultural or 
horticulturalcommodities, and orchards. 

"(in) In determining whether an applicant is the wife, widow, child, or parent of a 
fully insured or currently insured individualfor purposes of this title, the Board shall 
apply such law as would be applied in determining the devolution of intestate personal 
property by the courts of the State in which such insured individualis domiciled at the 
time such applicant files application, or, if such insured individual is dead, by the 
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courts of the State in which he was domiciled at the time of his death, or if such insured' 
individual is or was not so domiciled in any State, by the courts of the District of' 
Columbia. Applicants who according to such law would have the same status relative 
to taking intestate personal property as a wife, widow, child, or parent shall be deemed' 
such. 

"(n) A wife shall be deemed to be living with her husband if they are both members. 
of the same household, or she is receiving regular contributions from him toward her' 
support, or he has been orderedby any court to contribute to her support; and a widow 
shall be deemed to have been living with her husband at the time of his death ff theyt 
were both members of the same household on the date of his death, or she was receiving 
regularcontributionsfrom him toward her support on such date, or he hadbeen ordered' 
by any court to contribute to her support." 

TITLE III-AMENDMENTS TO TITLE III OF THE SOCIAL SECURITY 
ACT 

SEc. 301. Section 302 (a) of such Acet is amended to read as follows: 
"(a) The Board shall from time to time certify to the Secretary of the Treas­

ury for payment to each State which has an unemployment compensation law 
approved by the Board under TAIee -I- the Federal Unemployment' Thx Act, such. 
amounts as the Board determines to be necessary for the proper and' efficient 
administration of such law during the fiscal year ia for which such payment is 
to be made. The Board's determination shall be based on (1) the popuration of 
the State; (2) an estimate of the number of persons covered by the State law and 
of the cost of proper and efficient 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." 

Sx~c. 302. Section 303 (a) of such Act is amended to read as follows: 
"(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 Tite -I- the Federat 
Unemployment Tax Act, includes provision for­

"(1) 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 reasonably calculated to insure full payment of unemployment compensation 
when due; and 

"(2) Payment of unemployment compensation solely through public employ­
ment offices ie 4,he State or such other agencies as the Board may approve; and 

"(3) Opportunity for a fair hearing, before an impartial tribunal, for all indi­
viduals whose claims for unemployment compensation are denied; and 

"(4) The payment of all money received in the unemployment fund of such 
State (except for refunds of sums erroneously paid into such fund and except for 
refunds paid in accordance with the provisions of section 1606 (b) of the Federal 
Unemployment Tax Act), 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 s'equietiessed b-y 4he State ageney fi'es the 
Un~empleysmesf4 T-Fst~a Funtd withdrawn from an unemployment fund of such State, 
in the payment of unemployment compensation, exclusive of expenses of adminis­
tration, and for refunds of sums erroneously paid into such fund and refunds paid 
in accordance with the provisions of section 1606 (b) of the Federal Unemployment 
Tax Act; 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 employment status of each 
recipient of unemployment compensation, and a statement of such recipient's 
rights to further compensation under such lftw- law; and 

"(8) Effective July 1, 1941, the expenditure of all moneys received pursuant to 
section 302 of this title solely for the purposes and in the amounts found necessary by 
the Board for the proper and efficient administrationof such State law; and 

"(9) Effective July 1, 1941, the replacement, within a reasonable time, of any 
moneys received pursuant to section 802 of this title, which, because of any action or 
contingency, have been lost or have been expended for purposesother than, or in amounts 
in excess of, those found necessary by the Board for the proper administrationof such 
State law." 
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TITLE IV-AMENDMENTS TO TITLE IV OF THE SOCIAL SECURITY 
ACT 

SEC. 401. (a) Clause (5) of section 402 (a) of such Act is amended to read as 
follows: "(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 proper and efficient operation of the plan." 

(b) Effective July 1, 1941, section 402 (a) of such Act is further amended by 
inserting before the period at the end thereof a semicolon and the following new 
clauses: "(7) provide that the State agency shall, in determining need, take into con­
sideration any other income and resources of any child claiming aid to dependent 
children; and (8) provide safeguards which restrict the use or disclosure of information 
concerning applicants and recipients to purposes directly connected with the ad­
ministrationof aid to dependent children". 

SEc. 402. (a) Effective January 1, 1940, subsection (a) of section 403 of such 
Act is amended by striking out "one-third" and inserting in lieu thereof "one-half", 
and paragraph (1) of subsection (b) of sui~h section is amended by striking out 
"two-thirds" and inserting in lieu thereof "one-half". 

(b) Effective January 1, 1940, paragraph (2) of section 403 (b) of such Act 
is amended to read as follows: 

"1(2) The Board shall then certify to the Secretary of the Treasury the 
amount so estimated by the Board, (A) 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, and (B) reduced by a sum equivalent to the pro rata, 
share to which the United States is equitably entitled, as determined by the Board, 
of the net amount recovered during any prior quarter by the State or any political 
subdivision thereof with respecf to aid to dependent childrenfurnished under the 
State plan; except that such increases or reductions shall not be made to the 
extent that such stim has sums have 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." 

SEC. 403. Section 406 (a) of such Act is amended to read as follows: 
"(a) The term 'dependent child' means a needy child under the age of sixteen, 

or under the age of eighteen if found byt the State agency to be regularly attending 
school, who has been dleprived of parental support or care by reason of the death, 
continued absence from the home, or physical or mental incapacity of a parent, 
and who is living with his father, mother, grandfather, grandmother, brother, 
sister, stepfather, stepmother, stepbrother, stepsister, uncle, or aunt, in a place 
of residence maintained by one or more of such relatives as his or their own home;" 

TITLE V-AMENDMENTS TO TITLE V OF THE SOCIAL SECURITY 
ACT 

SEC. 501. Clause (3) of section 503 (a) of such Act is amended to read as 
'follows: "(3) provide such methods of administration (other than those relating 
to selection, tenure of office, and compensation of personnel) as are necessary for 
the proper and efficient operation of the plan." 

SEC. 502. Clause (3) of section 513 (a) of such Act is amended to read as 
follows: "(3) provide such methods of administration (other than those relating 
to selection, tenure of office, and compensation of personnel) as are necessary for 
the proper and efficient operation of the plan." 

SEc. 503. Section 531 (a) of such Act is amended by striking out "$1,938,000" 
and inserting in lieu thereof "$2,938,000". 

TITLE VI-AMENDMENTS TO THE INTERNAL REVENUE CODE 

SEC. 601. Section 1400 of the Internal Revenue Code is amended to read as 
follows: 

"SEC. 1400. RATE OF TAX. 
"In addition to other taxes, there shall be levied, collected, and paid upon the 

income of every individual a tax equal to the following percentages of the wages 
(as defined in section 1426 (a)) received by him after December 31, 1936, with 
respect to employment (as defined in section 1426 (b)) after such date: 

"'(1) With respect to effip4eyffteftt wages received during the calendar -year 
years 1939, 1940, 1941, and 1942, the rate shall be 1 per centumi. 

14~With f'eepeet to eissployffeftt Eluififg Qhe ealenda~ year's 444-0- 4444-v 
and 1942-, the Fn46e elkaI be 4+M pep eentufa. 
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").(2) With respect to employmsent wages received during the calendar 

years 1943, 1944, and 1945, the rate shall be 2 per centum. 
"(4) (3) With respect to emspleyaie't wages received during the calendar 

years 1946, 1947, and 1948, the rate shall be 2% per centum. 
"(9} (4) With respect to esmpleysaest wages received after December 31,

1948, the rate shall be 3 per centum." 
SEc. 602. Section 1401 (e) of the Internal Revenue Code is amended to read as5 

follows: 
"Cc) ADJUSTMENTS.-If more or less than the correct amount of tax imposed

by section 1400 is paid with respect to any wage payment of remuneration, thea­
wandes' segolatieas made wades this atb ehapter-, proper adjustments, with respect 
bqth to the tax and the amount to be deducted, shall be made, without interest,
ift eensneetie with subsequepA wage payffeente te the sas'e isndividuft by the sasse 
-em~pleyes' in such manner and at such times as may be prescribedby regulationsmade 
*underthis subchapter." 

SEc. 603. Part I of subchapter A of chapter 9 of the Internal Revenue Code 
is amended by adding at the end thereof the following new section: 
"SEC. 1403. RECEIPTS FOR EMPLOYEES. 

"(a) REQUIREMENT.-Every employer shall furnish to each of his employees a 
written statement or statements, in a form suitable for retention by the employee, 
shouwing the wages paid by him to the employee after December 31, 1939. Each state­
ment shall cover a calendar year, or one, two, three, or four calendarquarters, whether 
or not within the same calendar year, and shall show the name of the employer, the 
name of the employee, the period covered by the statement, the total amount of wages 
paid withinsuch period, and the amount of the tax imposed by section 1400 with respect 
to such wages. Each statement shall be furnished to the employee not later than the 
last day of the second calendarmonth following the period covered by the statement, 
except that, if the employee leaves the employ of the employer, the final statement shall 
be furnished on the day on which the last payment of wages is made to the employee. 
The employer may, at his option, furnish such a statement to any employee at the time 
of each payment of wages to the employee during any calendar quarter, in lieu of a 
statement covering such quarter;and, in such case, the statement may show the date of 
payment of the wages, in lieu of the period covered by the statement. 

"!(b) PENALTY FOR FAILURE To FURis~rs.-Any employer who wilfully fails to 
furnish a statemeunt to an enmployee i/n the mawnncr, at the time, and showing the in­
formation, required under subsection (a), shall for each such failure be subject to a 
civil penalty of not more than $5." 

SEc. 604. Section 1410 of the Internal Revenue Code is amended to read as
 
follows:
 
"SEC. 1410. RATE OF TAX. 

"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 1426 (a)) paid by him after December 31, 1936, 
with respect to employment (as defined in section 1426 (b)) after such date: 

"(1) With respect to eifpleyfnent wages paid during the calendar yeas' years
1939, 1940, 1941, and 1942, the rate shall be 1 per centumn. 

"*~2) WAith es'epeet te eaplayeset dttf'ing the ealedaelas yeas's 44-9407 4-944- aisd 
44-42- the sa-te shall be 4-~ pep ea ua
 

"(8) (2) With respect to eastpleynsent wages paid during the -calendar years

1943, 1944, and 1945, the rate shall be 2 per centurn.
 

"(4-) (3) With respect to esapleymsent wages paid during the calendar years

1946, 1947, and 1948, the rate shall be 2% per centum. 

"(4-) (4) With respect to es pleymsest wages paid after December 31, 1948, the 
rate shall be 3 per centum." 

SEc. 605. Section 1411 of the Internal Revenue Code is amended to read 'as 
follows: 

"SEC. 1411. ADJUSTMENT OF TAX. 
"If more or less than the correct amount of tax imposed by section 1410 is paid

with respect to any wage payment of remuneration, theft- ufdes s'egilatiens msade 
undes iths sushehapter, proper adjustments with respect to the tax shall be made, 
without interest, is* eenneetiea with twgewiheiepaaest h samae 
iadivi~deA by the- sawa enapleyes in such maner and at suhltimes as may be 
prescribed by regulations made under this subchapter." 

SEc. 606. Effective January 1, 1940, section 1426 of the Internal Revenue Code 
is amended to read as follows: 
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"SEC. 1426. DEFINITIONS. 
"When used in this subchapter­
"(a) WAGFS.-The term 'wages' means all remuneration for employment, in­

cluding the cash value of all remuneration paid in any medium other than cashT 
except that such term shall not include­

"(1) That part of the remuneration which, after remuneration equal to 
$3,000 has been paid to an individual by an employer with respect to employ­
ment during any calendar year, is paid to such individual by such employer 
with respect to employment during such calendar yean year; 

"(2) 	 The amount of any payment made to, or on behalf of, an employee under-
ar panystm etalised y n employer which make8 provision for his em­
ploeesgeeralyor or cassorclassesof his employees (including any amount 
paidby nsuanc, provide for any such pay-n eploer or or into a fund, to 
ment, o of etiemet, or (B) sickness or accident disability, or (C)acoun A) 

medical and hospitalization expenses in connection with sickness or accident' 
disability; 

"(3) The payment by an employer (without deduction from the remuneration 
of the employee) (A) of the tax imposed upon an employee under section 1400 or 
(B) of any payment required from an employee under a State unemployment 
compensation law; or 

"(4) Dismissal payments which the employer is not legally required to make. 
"(b EmPLOYMuFNT.-The term 'emnployment means any service performed prior 

go January 1, 19.~O, which was employment as defined in this section prior to such 
date, and any service, of whatever nature, performed after December 31, 1939, by 
an employee for the person employing him, irrespective of the citizenship or residence 
of either, (A) within the United States, by an employee fee' his emspleyee- or (B) on 
or in connection with an American vessel under a contract of service, which is entered 
into within the United States or during the performance of which the vessel touches 
at a port in the United States, if the employee is employed on and in connection with 
auch vessel when outside the United States, except­

":(1) 	 Agricultural labor (as defined in subsection (i) of this section); 
"(2) Domestic service in a private home, local college club, or local chapter 

of a collegefraternity or soro~rity; 
"(3) Casual labor not in the course of the employer's trade or business; 
"(4) Ssie ee'edb nidi4a h a ~~e h g fsay 

five Service promdbanindividualin 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) Sef'viee pef-es'eeed as an efiees of meeebe' of the es'ew of a v'esse1 
documnted ades' "e laws e4 the United States of 4 afty fefeiga eentrfy; 

Service performed on or in connection with a vessel not an American vessel 
by an employee, if the employee is employed on and in connection with such 
vessel when outside the United States; 

"(6) Service performed in the employ of the United States Government, 
or of an instrumentality of the United States which is (A) wholly owned by 
the United States, or (B) exempt from the taxes imposed by section 1410 by. 
virtue of any other provision of law; 

"(7) Service performed in the employ of a State, a or any political sub­
division thereof, or aft any instrumentality of ene ef inefe Stftes -_ Pelitieal­
siibdivisiens any one or more of the foregoing which is wholly owned by one or 
more States or political subdivisions; and any service performed in the employ-
of any instrumentalityof one or more States or politicalsubdivisions to the extent 
that the instrumentality is, with respect to such service, immune under the Con­
8titution of the United States from the tax imposed by section 1410;

"1(8) Service performed in the employ of a corporation, community chest, 
fund, or foundation, organized and operated exclusively for religious, chari­
table, scientific, literary, or educational purposes, or for the prevention of 
cruelty to children or animals, no part of the net earnings of which inures to 
the benefit of any private shareholder or individual, and no substantial part 
of the activities of which is carrying on propaganda, or otherwise attempting, 
to influence legislation; 

"(9) 	 Service performed by an individual as an employee or employee 
representative as defined in section 1532 *h*; or 

"(10) Berv~iee pesesied as an emplo~yee r'epi'esentatlive as defined ift 
eelen 4-1) *0 (A) Service performed in any calendar quarterin the employ-

of any organizationexempt from income tax under section 101, if­
"(i) the remunerationfor such service does not exceed $45, or 
"(ii) such service is in connection with the collect ion~of dues or premiums 

for a fraternal beneficiary society, order, or association, and is performed 
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away from the home office, or is ritualistic sertice in connection with any 
such society, order, or association,or 

"(iii) such se~rvice is perforrned by a student who is enrolled and is regou­
larly attending classes at a 8CA0ool, College, or university; 

"(B) Service performed in the employ of an agricultural or horticultural 
organization; 

"(C) Service performed in the employ of a voluntary employees' beneficiary 
association providing for the payment of life, sick, accident, or other benefits to 
the members of such association or their dependents, if (i) no part of its net 
earnings inures (other than through such payments) to the benefit of any private 
shareholderor individual, and (ii) 85 per centum or more of the income consists 
of amounts collected from members for the sole purpose of making such payments 
and meeting expenses;

" (D) Service performed in the employ of a voluntary employees' beneficiary 
associationprovidingfor the payment of life, sick, accident, or other benefits to the 
members of such association or their dependents or designated beneficiaries, if 
(i) admission to membership in such associationis limited to individualswho are 
employees of the United States Government, and (it) no part of the net earnings 
of such association inures (other than through such payments) to the benefit of 
any private shareholderor individual; 

"(E) Service performed in any calendar quarter in the employ of a school, 
college, or university, not exempt from income tax under section 101, if such 
service is performed by a student who is enrolled and is regularly attending classes 
at such school, college, or university, and the remunerationfor such service does 
not exceed $45 (exclusive of room, board and tuition); 

"(1 1) Service performed in the employ of a foreign government (including 
service as a consularor other officer or employee or a nondiplomaticrepresentative); 
or 

"(12) Service performed in the employ of an instrumentality wholly owned by 
a foreign government­

"(A) If the service is of a character similar to that perfa'rmed in foreign 
countries by employees of the United States Government or of an instru­
mentality thereof; and /

" (B) If the Secretary of State shall certify to the Secretary of the Vreasury 
that the foreign government, with respect to whose instrumentality and em­
ployees thereof exemption is claimed, grants an equivalent exemption with 
respect to similar service performed in the foreign country by employees of 
the United States Government and of instrumentalitiesthereof; 

"(18) Service performed as a student nurse in the employ of a hospital or a 
nurses' trainingschool by an individual who is enrolled and is regularlyattending 
classes in a nurses' trainingschool chartered or approved pursuantto State law; 
and service performed as an interne in the employ of a hospital by an individual 
who has completed a four years' coarse in a medical school chartered or approved 
pursuantto State law. 

"I(C) INCLUDED AND EXCLUDED SBRVICE.-If the services performed during 
one-half or more of any pay period by an employee for the person employing 
him constitute employment, all the services of such employee for such period shall 
be deemed to be employment; but if the services performed during more than one-
half of any such pay period by an employee for the person employing him do not con­
stitute employment, then none of the services of such employee for such period shall 
be deemed to be employment. As used in this subsection the term 'pay period' means 
a period (of not more than thirty-one consecutive days) for which a payment of re­
muneration is ordinarily made to the employee by the person employing him. This 
subsection shall not be applicable with respect to services performed for an employer 
inapaperiod,where any Of such service is excepted by paragraph(9) of subsection (b). 

a"(e(d) EMPLOYEE.- T4e teri 'em~ployee' iicluese aft effleer Of fboPAFIA 
The term 'employee' includes an officer of a corporation. It also includes` any in­
dividual who, for remuneration (by way of commission or otherwise) under an agree­
ment of agreements contemplating a series of similar transactions, secures applica­
tions or orders or otherwise personally performs services as a salesman for a person 
in furtheranceof such persons' trade or business (but who is not an employee of such 
person under the law of master and servant); unless (1) such services are performed 
as a part of such individual's business as a broker or factor and, in furtherance of 
such business as broker or factor, similar services are performedfor other persons and 
one or more employees of such broker or factor perform a substantial part of such 
services, or (2) such services are casual services not in the course of such individual's 
principal trade, business, or occupation. 

"(e) EMPLOYER.- The term 'employer' includes any person for whoman individuaI 
performs any service of whatever nature as his employee. 
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"*4* Uf) STATIC.-Th~e term 'State' includes Alaska, Hawaii, and the District of 
Columbia. 

"'*e (g) PEasoN.-The term 'person' means an individual, a trust or estate, a 
partnership, or a corporation. 

"(h) AMERI CANV ;PESSEL.-The term 'American vessel' means any vessel docu­
mented or numbered under the laws of the United States; and includes any vessel 
which is neither documented or numbered under the law's of the United States nor 
documented under the laws of any foreign country, if its crew is employed solely by 
one or more citizens or residentsof the United States or corporationsorganized under 
the laws of the United States or of any State. 

" (i) AGRICULT-URAL LABOR.-The term 'agriculturallabor' includes all services 
plerformed­

"(1) On a farm, in the employ of any person, in connection with cultivating
the soil, or in connection with raisingor harvesting any agricultural or horticul­
tural commodity, including the raising,feeding, and management of livestock, 
bees, poultry, and fur-bearing animals. 

"(2) In the employ of the owner or tenant of a farm, in connection with the 
operation, management, or maintenance of such farm, if the major part of such 
service is performed on a farm. 

"(3) In connection with the productionor harvesting of maple sirup or maple 
sugar or any commodity defined as an agricultural commodity in section 15 (g) 
of the Agricultural Marketing Act, as amended, or in connection with the raising 
or harvesting of mushrooms, or in connection with the hatching of poultry, or in 
connection with the ginning of cotton. 

"(4) In handling, drying, packing, packaging, processing, freezing, grading, 
storing, or delivering to storage or to market or to a carrierfor transportationto 
market, any agricultural or horticultural commodity; but only if such service is 
performed as an incident to ordinaryfarming operations or, in the case of fruits 
and vegetables, as an. incident to the preparationof such fruits or vegetables for 
-market. The provisions of this paragraphshall not be deemed to be applicable
with respect to service performed in connection with commercial canning or com­
mercialfreezing or in connection with any agriculturalor horticulturalcommodity 
after its delivery to a terminal market for distribution for consumption. 

"As-used in this subsection, the term 'farm' includes stock, dairy, poultry, fruit, fur­
beariAg animal, and truck farms, plantations,ranches, nurseries, ranges, greenhouses 
or other similar structures used primarily for the raising of agricultural or horti­
cultural commodities, and orchards." 

SEC. 607. Subchapter A of chapter 9 of the Internal Revenue Code is amended 
by adding at the end thereof the followirng new section: 

'SEC. 1432. This subchapter may be cited as the 'FederalInsurance Contributions 
Act'.", 

SEC. 608. Section 1600 of the Internal Revenue Code is amended to read as 
follows: 
"SEC. 1600. RATE OF TAX. 

"Oe ftfd afte Jnnseay 4-, 4-93ll, Every employer (as defined in section 1607 (a))
shall pay for ea-eh the calendar year 1939 and for each calendar year thereafter an 
excise tax, with respect to having individuals in his employ, equal to 3 per centum 
of the total wages (as defined in section 1607 (b)) payshble paid by him (ieegardless
of the tfhne of Peymsents during the calendar year with respect to employment (as
defined in section 1607 (c)) dtti-ig the ealeneld yeek~ad eieteleieada 
yeseis after December 31, 1938." 

SEc. 609. Section 1601 of the Internal Revenue Code is amended to read 
as follows: 
"SEC. 1601. CREDITS AGAINST TAX. 

"(a) CONTRIBUTIONS TO STATE UNEMPLOYMENT FUNDS.­
"(1) The taxpayer may, to the extent provided in this subsection and sub­

section (c), credit against the tax imposed by section 1600 the amount of 
contributions7-with respeet to eespleyeseot dueing the tameble yeap, paid by
him (hefeee the darte of f±inifg his Feturn Me' the taxable yea*. into an unem­
ployment fund u~ndee, a S.tate leow main tined during the taxable year under 
the unemployment compensation law of altate which is certified for the taxable 
year as provided in section 1603. edtselhalo dolyfeotiitos
ffi&4e nn~fdee the hlen' of States eeetIled oe th tana e ee'a peoivded int 
seetien 4-608. ~The etota eeedit allewed to at taNpayee indee ths snbseetien 

diueing saseh tenable yeae- shal fot emeeed W9pee eefi~es of t6he tan against 
iwhieh 4tis efedited­
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"(2) The credit shall be permitted against the tax for the taxable year only for 
the amount of contributions paid with respect to such taxable year. 

"(3) The credit against the tax for any taxable year shall be permitted only 
for contributions paid on or before the last day upon which the taxpayer is re­
qutred under section 1604 to file a return for such year; except that credit shall 
be permitted for contributions paid after such last day but before July 1 next 

following such last day, but such credit shall not exceed 90 per centum of the 
amount which would have been allowable as credit on account of such contribu­
tions had they been paid on or before such last day. The preceding provisions 
of this subdivision shall not apply to the credit against the tax of a taxpayer for 
any taxable year if such taxpayer's assets, at any time during the period from 
such last day for filing a return for such year to June 30 next following such 
last day, both dates inclusive, are in the custody or control of a receiter, trustee, 
or other fiduciary appointed by, or under the control of, a court of competent 
jurisdiction.

"(4) Upon the payment of contributions into the unemployment fund of a 
State which are required under the unemployment compensation law of that State 
with respect to remuneration on the basis of which, prior to such payment into 
the properfund, the taxpayer erroneously paid an amount as contributions under 
another unemployment compensation law, the payment into the proper fund 
shall, for purposes of credit against the tax, be deemed to have been made at the 
time of the erroneous payment. If, by reasonof such other law, the taxpayer was 
entitled to cease paying contributions with respect to services subject to such other 
law, the payment into the proper fund shall, for purposes of credit against the 
tax, be deemed to have been made on the date the return for the taxable year was 
filed under section 1604. 

"(5) Refund of the tax (including penalty and interest collected with respect 
thereto, if any), based on any credit allowable under this section, may be made 
in accordance with the provisions of law applicable in the case of erroneous or 
illegal collection of the tax. No interest shall be allowed or paid on the amount 
of any such refund. 

"9(b) ADDITIONAL CRsITnr.­
iL(±44ALWNC. addition to the et-edit allowed under subseetion 

a49, a tanpayer maty7 subjeet to -the eonditions imposed -by seetion 44020 
er-edit againist the tan imposed b3y seetien 4-600 for anay tenable yea, ean 
asnount, with respeet to ea-el' State law- equal to the afnountt if any, by 
whieh t6he esatributions- with respeet -to employment in stiob tenable yeas'1 
faetnally p3aid by the taxpayer under sobe law before the- date of filintg his 
return fop snob tenable year7 is eneeeded b-y whiehever- of the follown is 
the lesser­

"4A* 4he amoiunt of eontribntions whieh he wosuld bave been r-eqtsred 
to paty tnader stteb law for snob ten~able year if he had been subjeot to the 
highest ratse appileable front 4time to time throughout snob year to aniy 
emsployer under snobh lawj- or 

14B Two and seven-tenths per sentum of the wages patyable by *hint 
wit respeet to employment w"ith espeet to whieli eontribuetios for 
snob]? yeatr were -requir-ed nader- snob law-. 

S{2} Runno'soniti-4f the- affoonnt of the eontributios ftetually so pai~d 
byte tampayer- iis less than the an'±onnt whieh h+e should hatve paid under the 

Stt aw- the azdditional4 eredit fnder subseetion (li) shall be redueed pro­
pefrtionately. 

In addition to the credit allowed under subsection (a), a taxpayer may credit against 
the tax imposed by section 1600 for any taxable year an amount, with respect to the 
unemployment compensation law of each State certified for the taxable year as pro­
vided in section 1602 (or with respect to any provisions thereof so certified), equal to 
the amount, if any, by which the contributions required to be paid by him with respect 
to the taxable year were less than the contributions such taxpayer would have been 
requi~red to pay if throughout the taxable year he had been subject under such State 
law to a rate of 2.7 per centumn. 

"(c) LIMIT ON TOTAL CREDITS.-The total credits allowed to a taxpayer under 
this subchapter shall not exceed 90 per centurn of the tax against which such 
credits are taken allowable." 

SEc. 610. (a) Section 1602 of the Internal Revenue Code is amended to read 
as follows: 
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"SEC. 1602. CONDITIONS OF ADDITIONAL CREDIT ALLOWANCE. 
"(a) CcTunTz~ wfsessf+ ee 8s-s'*-F lb*W IEUUfr STATE 

STANDARDS.-A taxpayer shall be allowed the an additional credit under 
section 1601 (b eftd *e*, with respect to his eefttfibitiesi eate unfdes a State law-ea lewer, fop~ miy taaable year, the Qtt 4 of th 'empleys sishjeet tea sseh 
law any reduced rate of contributions permitted by a Stat law, only if the Board 
finds that under such law­

"(1) The total annual contributions will yield not less than an amount sub­
stantially equivalent to 2.7 per centum of the total annual pay roll with respect to 
which contributions are requiredunder 8uch law, and 

".(I. Su*el !ewes (2) No reduced rate-, with respeet to of contributions to a 
pooled fund or to a partially pooled account, is permitted to a person (or group 
of persons) having individuals in his (or their) employ except on the basis of 
set less thent his (or their) ths'ee yeass of experience with respect 
to unemployment or other factors bearing a dietreainto unemployment risk 
during not less than the three consecutive years immediately preceding the corn­
putation date; or 

"(2) Ssseh !ewes (3) No reduced rate-,With "'speet toe of contributions to a 
guaranteed employment abeeount, account is permitted to a person (or a group
of persons) having individuals in his (or their) employ eftly whea unless (A) 
hsis the garanty of easpleymeftt remuneration was fulfilled in the year pre­
ceding the computation date; ealeadas' yeas', and (B) the balance of such gisar'
eAteed e ey18Aiment account amounts to not less than -3j2Y per centum of 
thatp-ar-t of the pay roll or pay rolls the total wages payable by his a-inFAeees' 
aaee wit seale gisas'aty, with es'epeet to efopleyeseat ift suehl State ia the 
preeediag eatleada,' yeas for the three years preceding the computation date by 
which contributions to such account were measured; and (C) such contributions 
were payable to such account with respect to three years preceding the computation 
date; or 

"{~} (4) Such lower rate, with respect to contributions to a separate re­
serve account, is permitted only when (A) compensation has been payable
from such account throughout the preceding calendar year, and (B) such 
account amounts to not less than five times the largest amount of compen­
sation paid from such account within any one of the three preceding calendar 
years, and (C) such account amounts to not less than 7Y2 per centum of the 
total wages payable by him (plus the total wages payable by any other em­
ployers who may be contributing to such account) with respect to employ­
ment in such State in the preceding calendar year. 

"(5) Effective January 1, 1942, paragraph (4) of this subsection is amended 
to read as follows: 

" ()Noreduced rate of contributions to a reserve account is permitted to a 
person (or group of persons) having individuals in his (or their) employ unless 
(A) compensation has been payable from such account throughout the year 
preceding the computation date, and (B) the balance of such account amounts 
to not less than five times the largest amount of compensation paid from such 
account within any one of the three years preceding such date, and (C) the bal­
ance of such account amounts to not less than 2'2 per centum of that part of the 
pay roll or pay rolls for the three years preceding such date by which contribu­
tions to such account were measured, and (1)) such contributions were payable 
to such account with respect to the three years preceding the computation date.' 

Oessaat CCTUU1t~ el dditiefa4 et-edit shfll be s'edueed, if 
Bay I as.ifdes' sash law a"' nade by safth tasipayes' at a lewes' fate undes' 
eenditiens feet fulflling the s'eqaii'emen 3 4f sabseetisia *a), by t4he affieaant beatinla 
the same Fatie be&sueel additieftf! seiedit as the asseieat of eesstsibatiene made at 
seals lewes' fate bess's to the -tetsl 4fhis eeats'ibutiesis piaid fee saabh yeas' aides 
seals laea 

"(b OTHER STATE 8TANDARDS.-Notwithstanding the provisions of subsection 
(a) (1) of this section a taxpayer shall be allowed an additional credit under section 
1601 (b) with respect to any reduced rate of contributions permitted by a State law 
if th~e Board finds that under such lauw­

"(1) the amount in the unemployment fund as of the computation date equals 
not less than one and one-half times the highest amount paid into such fund 
with respect to any one of the preceding ten calendar years or one and one-half 
times the highest amount of compensation paid out of such fund within any 
one of the preceding ten calendar years, whichever is the greater;and 

"(2) compensation will be paid to any otherwise eligible individual in accord­
ance with general standardsand requirementsnot less favorable to such individual 
than the following or substantially equivalent standards: 
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"(A) the individual will be entitled to receive, within a compensation 
period prescribed by State law of not more than fifty-two consecutive weeks, a 
total amount of compensation equal to not less than sixteen times his weekly 
rate of compensationfor a week of total unemployment or one-third the in-
dividual's total earnings (with respect to which contributionswere required
under such State law) during a base period prescribed by State law of not 
less than fifty-two consecutive weeks, whichever is less,

"t(B) no such individual will be required to have been totally unemployed 
for longer than two calendar weeks or two periods of seven consecutive days 
each, as a condition to receiving, during the compensation period prescribed 
by State law, the total amount of compensation provided in subparagraph 
(A) ofthis subsection, 

"(C) the weekly rates of compensationpayable for total unemployment in 
such State will be related to the full-time weekly earnings (with respect to 
which contributions were required under such State law) of such individual 
during a period prescribed by State law and will not be less than (i) $5 per 
week if such full-time weekly earnings were $10 or less, (ii) 50 per centum 
of such full-time weekly earnings if they were more than $10 but not more 
than $30, and (iii) $15 per week if such full-time weekly earnings were 
more than $30, and 

"(D) compensation will be paid under such State law to any such indi­
vidual whose earnings in any week equal less than such individual's weekly 
rate of compensationfor total unemployment, in an amount at least equal 
to the difference between such individual's actuaol earnings with respect to 
such week and his weekly rate of compensationfor total unemployment: and 

"(3) Any variations snt reduced rates of contributions, as between different 
persons having individuals in their employ, are permitted only in accordance 
with the provisions of paragraph(2), (3), or (4) of subsection (a) of this section. 

"(c) CERTIFICATION BY THE BOARD wiTH RESPECT To ADDITIONAL CREDIT 
ALLOWAN CE.­

"(1) On December 31 in each taxable year, the Board shall certify to the 
Secretary of the Treasury the law of each State (certified with respect to such 
year by the Board as provided in section 1603) with respect to which it finds 
that reduced rates of contributions were allowable with respect to such taxable 
year only in accord ance with the provisions of subsection (a) or (b) of this section. 

"(2) If the Board finds that under the law of a single State (certified by the 
Board as provided in section 1603) more than one type of fund or account is 
maintained, and reduced rates of contributions to more than one type of fund 
or account were allowable with respect to any taxable year, and one or more of 
such reduced rates were allowable under conditions not fulfilling the requirements 
Of subsection (a) or (b) of this section, the Board shall, on December 31 of such 
taxable year, certify to the Secretary of the Treasury only those provisions of the 
State law pursuant to which reduced rates of contribtiions were allowable with 
respect to such taxable year under conditions fulfilling the requirements of sub­
section (a) or (b) of this section, and shall, in connection therewith, designate 
the kind of fund or account, as defined in.subsection (d) of this section, established 
by the provisions so certified. If the Board finds that a part of any reduced rate 
of contributions payable under such law or under such provisions is required to 
be paid into one fund or account and a part into another fund or account, the 
Board shall make such certification pursuant to this paragraph as it finds will 
assure the, allowance of additional credits only with respect to that part of the 
reduced rate of contributions which is allowed under provisions which do fulfill 
the requirementsof subsection (a) or (b) of this section. 

" (3) The Board shall, within thirty days after any State law is submitted to it 
for such purpose, certify to the State agency its findings with respect to reduced 
rates of contributions to a type of fund or account, as defined in subsection (d) 
of this section, which are allowable under such State law only in accordancewith 
the provisionsof subsection (a) or (b) of this section. After making such findings,
the Board shall not withhold its certification to the Secretary of the Treasury of 
such State law, or of the provisions thereof with respect to which such findings 
were made, for any taxable year pursuantto paragraph(1) or (2) of this subsection 
unless, after reasonable notice and opportunity for hearing to the State agency, 
the Board finds the State law no longer contains the provisions specified in sub­
section (a) or (b) of this section or the State has, with, respect to such taxable year, 
failed to comply substantially u ith any such provision. 

koe (d DEFINITrIONS.-As used in this section­
"(1) RaSERVE AcCOUNTv.-Tie termn'reserve account'nmoans aseparate account 

in an unemployment fund, maintained with respect to ar. empleyer es group ei 
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em~pleyes's a person (or group of persons) having individuals in his (or their) emptoy7
from which account, unless such account is exhausted, is paid all and only compen­
sation is payable on the basis of services performed for such person (or for one or more 
of the persons comprising the group) efly with es'epeet to the uefoepleymenet ef 
individeals whe wer fs Ciete esepley e sush eepleyer, e' eone ef the emspleyer's

eepssgt-he gieuep.
"(2) POOLED FUND.-The term 'pooled fund' means an unemployment fund. 

or any part thereof (other than a reserve account or a guaranteed employment ac­
count) into ia which all eeatfib tiene the total contributions of persons contributing-
thereto are payable, in which all contributions are mingled and undivided, and from 
which compensation is payable to all eligible individualsT emeept thatt to iidi44als 
IWas eep ssed by efflpleyei's with i'eepeet he whoma esseiee aeeeaete *Fe aietained­
b~y -the State ageseey At is patyablee ealy whes sasth aesewedts ai's emheasted eligible 
for compensationfrom such fund. 

"(3) PARTIALLY POOLED AccoUNT.-The term 'partially pooled account' means 
a part of an unemployment fund in which part of the fund all contributions thereto 
are mingled and undivided, and from which part of the fund compensation is payable 
only to individuals to whom compensation would be payable from a reserve account or 
from a guaranteed employment account but for the exhaustion or termination of suckP 
reserve account or of such guaranteed employment account. Paymentsfrom a reserve 
account or guaranteed employment account into a partially pooled account shall not' 
be construed to be inconsistent with the provisions of paragraph (1) or (4) of this; 
subsection. 

"E8~ (4) GUARANTEED EMPLOYMENT AcCOUNT.-The term 'guaranteed em­
ployment account' means a separate account, in an unemployment fund, ef 

eenribtietspaid by asst effipleyser (as gpesp ef espleyee's) maintained with 
respect to a person (or group of persons) having individuals in his (or their) employ
who, in accordancewith the provisions of the State law or of a plan thereunder ap­
proved by the State agency,

"(A) guarantees in advance at least thirty hours of wages work, for which 
remunerationwill be paid at not less than stated rates, for each of forty ealeadas't 
weeks (or if more, with one weekly hour may be deducted for each added 
week guaranteed) in twelve mefeeths a year, to all the individuals who are 
in his (or their) employ-, in, and who continue to be availablefor suitable work 
in, one or more distinct establishments, except that any such individual's 
guaranty may commence after a probationary period (included within twelve 
the eleven or less consecutive ealendas weeks immediately following the first 
week in which the individual renders services), and 

"(B3) gives security or assurance, satisfactory to the State agency, for the 
fulfillment of such guaranties,

from which account, unless such account is exhausted or terminated, is paid all 
and only compensation, payable on the basis of services performed for such person 
(or for one or more of the persons comprising the group), to eopenste shall he 
payable with s'espeet he t~he 4nfilynfteany such individual whose guaran­
teed remuneration has not been paid (either pursuant to the guaranty or from the
 
!ecurity or assurance provided for the fulfillment of the guaranty), or whose guaranty

is not flflAled or' renewed and who is otherwise eligible for compensation under
 
the State law.
 

'i44 (5) 4Ye*i weF ee sEXPEREE*essEa YEAR. T-he terme iyea' of 

ths'essgh'c whiele seepenasieat wee pa-yable with s'espeet he assy issdivi~dial ift
 
hsis efipe wise beeassee denisspley~ed safd was eligible fefe'fies~e The term
 
'year' means any twelve consecutive calendar months.
 

"(6) BALANCE.-The term 'balance', with respect to a reserve account or a guar­
anteed employment account, means the amount standing to the credit of the account 
as of the computation date; except that, if subsequent to January 1, 1939, any moneys 
have been paid into or credited to such account other than payments thereto by persons 
having individuals in their employ, such term shall mean the amount in such account 
as of the computation date less the total of such other moneys paid into or credited to 
such account subsequent to January 1, 1939. 

"(7) COMPUTATION DATE.-The term 'computation date' means the date, occurring 
at least once in each calendar year and within twenty-seven weeks prior to the effective 
date of new rates of contributions, as of which such rates are computed. 

"0((8) REDUCED RATE.-The term 'reduced rate' means a rate of contributions 
lwer than the standard rate applicable under the State law, and the term 'standard 

rate' means the rate on the basis of which variations therefrom are computed." 
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(b) The provisions of paragraph(1) of section 1602 (a) of the Internal Revenue 

Code, as amended, shall be applicable to paragraph (2) of such section only after 
.December 31, 1941, and shall in no event be applicable to paragraph (4) of such 
section in force prior to January 1, 1942. 

SEC. 611. Paragraphs (1), (3), and (4) of section 1603 (a) of the Internal 
Revenue Code are amended to read as follows: 

"(1) All compensation is to be paid through public employment offices 
in 44+e State or such other agencies as the Board may approve;

"(3) All money received in the unemployment fund shall (except for refunds 
of sums erroneously paid into such fund and except for refunds paid in accord­
ance with the provisions of section 1606 (b)) immediately upon such receipt
be paid over to the Secretary of the Treasury to the credit of the Unemploy­
ment Trust Fund established by section 904 of the Social Security Act (49
Stat. 640; U. S. C., 1934 ed., title 42, sec. 1104);

"(4) All money withdrawn from the Ufemspleymeft Ti-stie Fund b-y the 
Stae ageftff unemployment fund of the State shall be used solely in the pay­
ment of unemployment compensation, exclusive of expenses of administration, 
and for refunds of sums erroneously paid into such fund and refunds paid in 
accordance with the provisions of section 1606 (b) ;" 

SEC. 612. Section 1604 (b) of the Internal Revenue Code is amended to read as 
follows: 

"(b) EXTENSION OF' TIME FOE FILING.-The Commissioner may extend the 
time for filing the return of the tax imposed by this subchapter, under such rules 
and regulations as he may prescribe with the approval of the Secretary, but no 
such extension shall be for more than eimsty ninety days.

SEC. 613. Section 1606 of the Internal Revenue Code is amended to read as
follows: 
"SEC. 1606. INTERSTATE COMMERCE AND FEDERAL INS TRU­

MENTALI TIES. 
"(a) No person required under a State law to make payments to an unem­

ployment fund shall be relieved from compliance therewith on the ground that 
be is engaged in interstate or foreign commerce, or that the State law does not 
distinguish between employees engaged in interstate or foreign commerce and 
those engaged in intrastate commerce. 

"t,(b)The legislature of any State may require any instrumentality of the United 
Sates (except such as are (A) wholly owned by the United States, or (B) exempt

from the taxes imposed by sections 1410 and 1600 by virtue of any other provision 
of law), and the individuals in its employ, to make contributions to an unemploy­
ment fund under a State unemployment compensation law approved by the Board 
under section 1603 and (except as providet in section 5240 of the Revised Statutes, 
as amended, and as modified by subsection (c) of this section) to comply otherwise 
with such law. The permission granted in this subsection shall apply (1) only to 
the extent that no discriminationis made against such instrumentality, so that if 
the rate of contribution is uniform upon all other persons subject to such law on account 
of having individuals in their employ, and upon all employees of such persons,
respectively, the contributions required of such instrumentality or the individuals in 
its employ shall not be at a greater rate than is required of such other persons and 
such employees, and if the rates are determined separately for different persons or 
classes of persons having individuals in their employ or for different classes of em­
ployees, the determination shall be based solely upon unemployment experience and 
other factors bearing a direct relation to unemployment risk, and (2) only if such 
State law makes provision for the refund of any contributions required under such 
law from an instrumentality of the United States or its employees for any year in 
the event said State is not certified by the Board under section 1603 with respect to 
such year. 

"(C) Nothing contained in section 5240 of the Revised Statutes, as amended, 
shall prevent any State from requiring any national banking association to render 
returns and reports relative to the association's employees, their remuneration and 
services, to the same extent that other persons are required to render like returns and 
reports under a State law requiring contributions to an unemployment fund. The 
Comptroller of the Currency shall, upon receipt of a copy of any such return or report
of a national banking associationfrom, and upon request of, any duly authorized 
official, body, or commission of a State, cause an examination of the correctness of 
such return or report to be made at the time of the next succeeding examination of 
such association, and shall thereupon transmit to such official, body, or commission 
a complete statement of his findings respecting the accuracy of such returns or reports. 
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"(d) No person shall be relieved from compliance with a State unemployment 
compensation law on the ground that services were performed on land or premises 
owned, held, or possessed by the United States, and any State shall have full uris­
diction and power to enforce the provisions of such law to the sam exetn with 
the same effect as though such place were not owned, held, or possessed by the United 
States." 

SEc. 614. Effective January 1, 1940, section 1607 of the Internal Revenue 
Code is amended to read as follows: 

"SEC. 1607. DEFINITIONS. 
"When used in this subchapter­
"(a) EMPLOYERt.-The term 'employer' does not include any person unless. 

on each of some twenty days during the taxable year, each day being in a different 
calendar week, the total number of individuals who were in his employ for some 
portion of the day (whether or not at the same moment of time) was eight or 
more. 

"(b) WAGEs.-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

"(1) That port of the remuneration which, after remunerationequal 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; 

"(2) The amount of any payment made to, or on behalf of, an employee under 
a plan or system established by an employer which makes provision for his 
employees generally or for a class or classes of his employees (including any 
amount paid by an employer for insurance, or into a fund, to Provide for any 
such payment), on account of (A) retirement, or (B) sickness or accident dis­
ability, or (C) medical and hospitalizationexpenses in connection with sickness 
or accident disability; 

"(3) The payment by an employer (without deduction from the remuneration 
of the employee) (A) of the tax imposed upon an employee under section 1400 or­
(B) of any payment requiredfrom an employee under a State unemployment 
compensation law; or 

"(4) Dismissal payments which the employer is not legally requiredto make. 
"(c) EMPLOYMENT.-The term 'emnployment' means any service performed prior 

to January 1, 1940, which was employment as defined in this section prior to such 
date, and any service, of whatever nature, performed after December 31, 1939, 
within the United States by an employee for his~empleyer for the person employing, 
him, irrespective of the citizenship or residence of either, except­

"(1) Agricultural labor as defined in subsection (k);
 
"(2) Domestic service in a private home, local college club, or local chapter
 

of a collegefraternity or sorority; 
"(3) Casual labor not in the course of the employer's trade or business; 
"(,3) (4) Service performed as an officer or member of the crew of a vessel 

on 	the navigable waters of the United States; 
"(4) (5) 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; 

"(6) (6) Service performed in the employ of the United States Govern­
ment or of an instrumentality of the United States which is (A) wholly owned 
by the United States, or (B) exempt from the tax imposed by section 1600 by 
virtue of any other provision of law; 

"(46) (7) Service performed in the employ of a State, or any political sub­
division thereof, or fta any instrumentality of one es emere Saes o pelit~iee4A 
suibdivisiens any one or more of the foregoing which is wholly owned by one or 
more States or political subdivisions; and any service performed in the employ of 
any instrumentality of one or more States or political subdivisions to the extent 
that the instrumentality is, with respect to such service, immune under the Con­
stitution of the United Statee from the tax imposed by section 1600; 

t(q) (8) Service performed in the employ of a corporation, community
chest, fund, or foundation, organized and operated exclusively for religious,
charitable, scientific, literary, or educational purposes, or for the prevention
of cruelty to children or animals, no part of the net earnings of which inures. 
to the benefit of any private shareholder or individual, and no substantial. 
part of the activities of which is carrying on propaganda,or otherwise attempting,. 
to influenee legislation; 



107 SOCIAL SECURITY ACT AMENDMENTS OF 1939 

"(9) Service performed by an individual as an employee or employee repre­
sentative as defined in section 1 of the Railroad Unemployment Insurance Act; 

"(10) (A) Service performed in any calendar quarter in the employ of any 
organizationexempt from income tax under section 101, if­

"(i) the remuneration for such service does not exceed $4.5, or 
"(ii) such service is in connection with the collection of dues or premiums 

for a fraternal beneficiary society, order, or association, and is performed 
away from the home office, or is ritualistic service in connection with any 
such society, order, or association, or 

"(iii) such service is performed by a student who is enrolled and is 
regularly attending classes at a school, college, or university; 

"(B) Service performed in the employ of an agricultural or horticultural 
organization; 

"(C) Service performed in the employ of a voluntary employees' beneficiary 
associationprovidingfor the payment of life, sick, accident, or other benefits to the 
members of such association or their dependents, if (i) no part of its net earnings 
inures (other than through such payments) to the benefit of any private share­
holder or individual, and (ii) 85 per centum or more of the income consists of 
amounts collected from members for the sole purpose of making such payments 
and meeting expenses;

"(D) Service performed in the employ of a voluntary employees' beneficiary 
association providing for the payment of life, sick, accident, or other benefits 
to the members of such associationor their dependents or designated beneficiaries, 
if (i) admission to membership in such associationis limited to individuals who 
are employees of the United States Government, and (ii) no part of the net earn­
i~ngs of such association inures (other than through such payments) to the benefit 
of any private shareholder or individual; 

"(E) Service performed in any calendar quarter in the employ of a school, 
college, or university, not exempt from income tax under section 101, if such 
service is performed by a student who is enrolled and is regularly attendingclasses 
at such school, college, or university, and the remunerationfor such service does 
not exceed $45 (exclusive of room, board, and tuition); 

"(11) Service performed in the employ of a foreign government (including 
service as a consular or other officer or employee or a nondiplomatic representa­
tive); or 

"(1 2) Service performed in the employ of an instrumentality wholly owned by 
a foreign government­

"(A) If the service is of a character similar to that performed in foreign 
countries by employees of the United States Government or of an instrumen­
tality thereof; and 

"(B) If the Secretary of State shall certify to the Secretary of the Treasury 
that the foreign government, with respect to whose instrumentality exemption 
is claimed, grants an equivalent exemption with respect to similar service 
performed in the foreign country by employees of the United States Govern­
ment and of instrumentalitiesthereof; 

"(18) Service performed as a student nurse in the employ of a hospital or a 
nurses' trainingschool by an individual who is enrolled andis regularlyattending 
classes in a nurses' training school chartered or approved pursuant to State law; 
and service performed as an interne in the employ of a hospital by an individual 
who has completed a four years' course in a medical school charteredor approved 
pursuant to State law. 

"1(d) INCLUDED AND ExCLUDED SERVICB.-If the services performed during one-
half or more of any pay period by an employee for the person employing him constitute 
employment, all the services of such employee for such period shall be deemed to be 
employment; but if the services performed during more than one-half of any such 
pay period by an employee for the personemploying him do not constitute employment, 
then none of the services of such employee for such periodshall be deemed to be employ­
ment. As used in this subsection the term 'pay period' means a period (of not more 
than thirty-one consecutive days) for which a payment of remuneration is ordinarily 
made to the employee by the person employing him. This subsection shall not be 
applicable with respect to services pcerformed for an employer in a pay period, where 
any of such service is excepted by paragraph(9) of subsection (b). 

"(e) STATE AGENCY.-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. 

"(f) UNEMPLOYMENT FUND.-The term 'unemployment fund' means a special 
fund, established under a State law and administered by a State agency, for the 
payment of compensation. Any sums standing to the account of the State agency 
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in the Unemployment Trust Fund established by section 904 of the Social Security 
Act, as amended, shall be deemed to be a part of the unemployment fund of the State, 
and no sums paid out of the Unemployment Trust Fund to such State agency shall 
cease to be a part of the unemployment fund of the State until expended by such State 
agency. An unemployment fund shall be deemed to be maintained during a taxable 
year only if throughout such year, or such portion of the year as the unemployment 
fund was in existence, no part of the moneys of such fund was expended for any 
purpose other than the payment of compensation (exclusive of expenses of administra­

to)and for refunds of sums erroneously paid into such fund and refunds paid in
 
accordance with the provisions of section 1606 (b).


"(g) CONTRIBUTIONS.-The term 'contributions' means payments required by 
a State law to be made by am employe into an unemployment fund by any person 
on account of having individuals in his employ, to the extent that such payments
are made by him without ainy pas4 thefeef being deducted or deductible from the 
waeges remuneration of individuals in his employ.

"(h) COMPENSATION.-The term 'compensation' means cash benefits payable 
to individuals with respect to their unemployment.

"(i) EMPLOYEE.-The term 'employee' includes an officer of a corporation.
"(j) STATE.-The term 'State' includes Alaska, H-awaii, and the District of 

Columbia. 
"(k) PERSON.-The term 'person' means an individual, a trust or estate, a 

partnership, or a corporation.
"(1) AGRICULTURAL LAB oR.-The term 'agricultural labor' includes all service 

performed­
"1(1) On a farm, in the employ of any person, in connection with cultivating the 

soil, or in connection with raising or harvesting any agriculturalor horticultural 
commodity, including the raising, feeding, and management of livestock, bees, 
poultry, and fur-bearing animals. 

"(2) In the employ of the owner or tenant of a farm, in connection with the 
operation, management, or maintenance of such farm, if the major part of such 
service is performed on a farm. 

"(3) In connection with the production or harvesting of maple sirup or maple 
sugar or any commodity defined as an agriculturalcommodity in section 15 (g) of 
the Agricultural MarketingAct, as amended, or in connection with the raisingor 
harvesting of mushrooms, or in connection with the hatching of poultry, or in 
connection with the ginning of cotton. 

"(4) In handling, drying, packing, packaging, processing, freezing, grading, 
storing, or delivering to storage or to market or to a carrierfor transportationto 
market, any agriculturalor horticulturalcommodity; but only if such service is 
performed as an incident to ordinaryfarming operations or, in the case of fruits 
and vegetables, as an incident to the preparationof such fruits or vegetables for 
market. The provisions of this paragraph shall not be deemed to be applicable
with respect to service performed in connection with commercial canning or com­
mercialfreezing or in connection with any agriculturalor horticulturalcommodity 
after its delivery to a terminal market for distributionfor consumption. 

"As used in this subsection, the term 'farm' includes stock, dairy, poultry, fruit, 
fur-bearing animal, and truck farms, plantations, ranches, nurseries, ranges, green­
houses or other similar structures used primarily for the raising of agricultural or 
horticulturalcommodities, and orchards." 

SEc. 615. Subchapter C of chapter 9 of the Internal Revenue Code is amended
 
by adding at the end thereof the following new section:
 

"SEc. 1611. This subchapter may be cited as the 'Federal Unemployment Tax 
Act'." 

TITLE VII-AMENDMENTS TO TITLE X OF THE SOCIAL SECURITY
 
ACT
 

Sxc. 701. (a) Clause (5) of section 1002 (a) of the Social Security Act is 
amended to read as follows: "(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 proper and efficient operation of 
the plan."

(b) Effective July 1, 1941, section 1002 (a) of such Act is further amended by
inserting before the period at the end thereof a semicolon and the following new 
clauses: "(8) provide that the State agency shall, in determining need, take into con­
sideration any other income and resources of an individual claiming aid to the blind; 
and (9) provide safeguards which restrict the use or disclosure of informationconcern­
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ing applicants and recipients to purposes directly connected with the administration 
of aid to the blind". 

SEC. 702. Effective January 1, 1940, section 1003 of such Act is amended to 
road as follows: 

"4PAYMENT TO STATES 

"SEc. 1003. (a) From the sums appropriated therefor, the Secretary of the 
Treasury shall pay to each State which has an approved plan for aid to the blind, 
for each quarter, beginning with the quarter commencing Jtsiy 4-, 4-084 January 1, 
1940, (1) an amount, which shall be used exclusively as aid to the blind, equal to 
one-half of the total of the sums expended during such quarter as aid to the blind 
under the State plan with respect to each needy individual who is blind 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 amount, which shall be used for paying the costs of administering the 
State plan or for aid to the blind, 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 sub­
divisions 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 blind individuals iii the State, and (6) 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, (A) 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 
under clause (1) of subsection (a) for such quarter, and (B) reduced by a sum 
equivalent to the pro rata share to which the United States is equitably entitled, 
as determined by the Board, of the net amount recovered during a prior quarter 
by the State or any political subdivision thereof with respect to aid to the blind 
furnished under the State plan; except that such increases or reductions shall 
not be made to the extent that such suot has sums have 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: Provided, That any part of the 
amount recoveredfom the estate of a deceased recipient which is not in excess of 
the amountexpended by the State or any politicalsubdivisionthereof for thefuneral 
expenses of the deceased shall not be considered as a basis for reduction under 
clause (B) of this paragraph. 

"(3) The Secretary of tbe Treasury shall thereupon, through the Division 
of Disbursement of the Treasury Department, and prior to audit or settle­
ment 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." 

SEc. 703. Section 1006 of such Act is amended to read as follows:
 
"SEc. 1006. When used in this title the term 'aid to the blind' means money
 

payments to blind individuals who are needy."
 

TITLE VIII-AMENDMENTS TO TITLE XI OF THE SOCIAL SECURITY
 
ACT
 

SEC. 801. Effective January 1, 1940­
(a) clause (1) of section 1101 (a) of such Act is amended to read as follows: 

"(1) The term 'State' (except when used in section 531) includes Alaska, Hawaii, 
and the District of Columbia, and when used in Titles V and VI of such Act 
(including sec. 531) includes Puerto Rico." 

(b) section 1101 (a) is further amended by striking out paragraph (6) and 
inserting in lieu thereof the following: 

{6} 4he tet-i !'emsployee"~ inflekdes &*sefflees of a eptain 
"(6) The term 'employee' includes an officer of acorporation. It also includes any 

individualwho, for remuneration (by way of commission or otherwise) under an agree­
ment or agreements contemplating a series of similar transactions, secures applica­
tions or orders or otherwise personally performs serviees as a salesmanfor a person in 
furtherance of such person's trade or business (but who is not an employee of such 
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person under the law of master and servant); unless (A) such services are performed as 
a part of such individual's business as a broker or factor and, in furtherance of such 
business as broker or factor, similar services are performed for other persons and one 
or more employees of such broker or factor perform a substantial part of such services, 
or (B) such services are casual services not in the course of such individual's principal 
trade, business, or occupation. 

"(7) The term 'employer' includes any person for whom an individual performs 
any service of whatever nature as his employee." 

SEc. 802. Title XI of such Act is further amended by adding at the end thereof 
the following new sections: 

"CDISCLOSURE OF INFORMIATION IN POSSESSION OF BOARD 

"SEC. 1106. No disclosure of any return or portion of a return (including informa.. 
tion returns and other written statements) filed with the Commissioner of Internal 
Revenue under title VIII of the Social Security Act or the Federal Insurance Con­
tributions Act or under regulations made under authority thereof, which has been 
transmitted to the Board by the Commissioner of Internal Revenue, or of any file, 
record, report, or other paper, or any information, obtained at any time by the Board 
or by any officer or employee of the Board in the course of dischargingthe duties of the 
Board, and no disclosure of any such file, record, report, or other paper, or information, 
obtained at any time by any person from the Board or from any officer or employee of 
the Board, shall be made except as the Board may by regulations prescribe. Any 

peson who shall violate any provision Of this section shall be deemed guilty of a mis­
demeanor and, upon conviction thereof, shall be punished by a fine not exceeding
$1,000, or by imprisonment not exceeding one year, or both. 

"9PBNALTY FOR FRAUD 

"SEC. 1107. (a) Whoever, with the intent to defraud any person, shall make or 
cause to be made any false representation concerning the requirements of this Act, 
the Federal Insurance Contributions Act, or the Federal Unemployment Tax Act, 
or of any rules or regulations issued thereunder, knowing such representations to be 
false, shall be deemed guilty of a misdemeanor, and, upon conviction thereof, shall be 
punished by a fine not exceeding $1,000, or by imprisonment not exceeding one 
year, or both. 

"(b) Whoever, with the intent to elicit information as to the date of birth, employ­
ment, wages, or benefits of any individual (1) falsely represents to the Board that he is 
such individual, or the wife, parent, or child of such individual, or the duly authorized 
agent of such individual, or of the wife, parent, or child of such individual, or (2)

flely represents to any person that he is an employee or agent of the Unitea States, 
shall be deemed guilty of a misdemeanor, and, upon convicztion thereof, shall be pun­
ished byj a fine not exceeding $1,000, or by imprisonment not exceeding one year, 
or both.' 

TITLE IX-MISCELLANEOUS PROVISIONS 

SEC. 901. No provision of this Act shall be construed as amending or alterinj the 
effect of section 18 (b), (c), (d), (e), or (f) of the Railroad Unemployment Insurance 
Act. 

Szo. 902. (a) Against the tax imposed by section 901 of the Social Security Act 
for the calendar year 1986, 1937, or 1988, any taxpayer shall be allowed credit for 
the amount of contribvtions, with respect to employment during such year, paid by 
him into an unemployment fund under a State law­

(1) Before the sixtieth day after the date of the enactment of this Act. 
(2) On or after such sixtieth day, with respect to wages paid after the fortieth 

day after such date of enactmerd; 
(8) Without regard to the date of payment, if the assets of the taxpayer are, at 

any time during the fifty-nine-day periodfollowing such date of enactment, in the 
custody or control of a receiver, trustee, or otherfiduciary appointed by, or under 
the control of, a court of competent jurisdiction. 

(b) Upon the payment of contributions into the unemployment fund of a State which 
are required under the unemployment compensation law of that State with respect to 
remuneration on the basis of which, prior to such payment into the properfund, the 
taxpayer erroneously paid an amount as contribsstions under another unemployment 
compensationlaw, the payment into the properfund shall,for purposes of credit against
the tax imposed by section 901 of the Social Security Act for the calendaryears 1986, 
1987, and 1938, respectively, be deemed to have been made at the time of the erroneous 
payment. If, by reason of such other law, the taxpayer was entitled to cease paying 



SOCIAL SECURITY ACT AMENDMENTS OF 1939 

contributions with respect to services subject to such other law, thc payment into the 
properfund shall, for purposes of credit against the tax, be deemed to have been made 
on the date the return for the taxable year was filed under section 905 of the Social 
Secui-ity Act. 

(c) The provisions of the Social Security Act in force prior to February 11, 1939 
(except the provisions limiting the credit to amounts paid before the date of filing 
returns) shall apply to allowance of credit under subsections (a), (b), and (h), and 
the terms used in such. subsections shall have the same meaning as when used in title 
IX of the Social Security Act prior to such date. The total credit allowable against 
the tax imposed by section 901 of such Act for the calendar years 1936, 1937, and 1938, 
respectively, shall not exceec. 90 per centum of such tax. 

(d) Refund of the tax (incluoing penalty and interest collected with respect thereto, 
if any), based on any credit allowable under subsections (a), (b), and (h), may be 
made in accordance with the provisions of law applicable in the case of erroneous or 
illegal collection of the tax. No interest shall be allowed or paid on the amount of 
any such refund. 

(e) Notwithstanding the provisions of section 1601 (a) (2) of the Internal Revenue 
Code, as amended, credit shall be permitted under such section 1601, against the tax 
for the taxable year in which remunerationis paidfor services rendered during a prior 
year, for the amounts of contributions with respect to -such remuneration which have 
not been credited against the tax for any prior taxable year. Credit shall be permitted 
under this subsection only against the tax for the years 1940, 1941, and 1942, and only
for contributions with respect to remunerationfor services rendered after December 
81, 1938. 

(f) No tax shalt be collected under title VIII or IX of the Social Security Act or 
under the Federal Insurance Contributions Act or the Federal Unemployment Tax 
Act, with respect to services rendered prior to January 1, 1940, which are described 
in sub paragraphs(11) and (12) of sections 1426 (b) and 1607 (c) of the Internal 
Revenue Code, as amended, and any such tax heretofore collected (including penalty 
and interest with respect thereto, if any), shall be refunded in accordance with the 

povisions of law applicable in the case of erroneous or illegal collection of the tax.
~Tointerest shall be allowed or paid on the amount of any such refund. No payment

shall be made under title II of the Social Security Act with respect to services rendered 
prior to January 1, 1940, which are described in subparagraphs(11) and (12) of 
section 209 (b) of such Act, as amended. 

(g) No lump-sum payment shall be made under the provisions of section 204 of the 
Social Security Act after the date of enactment of this Act, except to the estate of an 
individual who dies prior to January 1, 1940. 

(h) Notwithstanding the provision of section 907 (f) of the Social Security Act 
limiting the term "contributions" to payments required by a State law, credit shall be 
permitted against the tax imposed by section 901 of such Act for the calendar year 
1936 or 1937, for so much of any payments made as contributionsfor such year into 
the unemployment fund of a State which are held by the highest court of such State 
not to be required payments under the unemployment compensation law of such State 
if they are not returned to the taxpayer. So much of such payments as are not so 
returned shall be considered to be 'contributions" for the purposes of section 903 of 
such Act. The periods of limitations prescribed by section 3312 (a) of the Internal 
Revenue Code shall not begin to run, in the case of the tax for such year of any tax-. 
payer to whom any such payment is returned, until the last such payment is returned 
to the taxpayer. 

SEc. 903. Section 1430 of the InternalRevenue Code is amended by striking out 
"8762" and inserting in lieu thereof "3661". 



SUPPLEMENTAL VIEWS OF THE REPUBLICAN
 
MINORITY
 

This statement is submitted, not in opposition to the pending bill, 
but supplemental to the committee report. 

While the bill in no sense represents a complete or satisfactory 
solution of the problem of social security, it at least makes certain 
improvements in the present law (some of which we have ourselves 
heretofore suggested) which we believe justify us in supporting it 
despite its defects. 

ELIMINATION OF $47,000,000,000 RESERVE 

We particularly commend the abandonment of the staggering 
and illusory $47,000,000,000 reserve fund for old-age insurance, 
which we have criticized from the very beginning as being unnecessary, 
misleading, and dangerous. The substitution of a pay-as-you-go 
system, with a moderate contingent reserve, as provided by the bill, 
is in line with what the Republican minority has always advocated. 
It is in accord with the Republican platform of 1936, and with the 
recommendations made in January 1937, by the minority group 
which was named by the Republicans of both branches of Congress 
to study the question of social security, composed of Senators Vanden­
berg and Townsend, and Congressmen Reed of New York and Jenkins. 
The recommendations of the latter group led to the appointment by 
the Senate Finance Committee and the Social Security Board of the 
Advisory Council on Social Security, which in December 1938, sub­
mitted a report suggesting many of the changes made by the pending 
bill, including the establishment of the pay-as-you-go policy. Those 
serving on the Advisory Council included outstanding businessmen, 
labor leaders, and experts in the field of social problems. 

Republicans in both branches may deservedly be proud of the part
they have played in calling to the attention of the country the dangers 
and burdens inherent in the present reserve structure, and in bringing 
about the changes proposed. The action taken by the committee is 
an acknowledgment of the soundness of the major Republican criticism 
of the existing law. 

While an attempt is made under the bill to assure the workers of 
the country that the money they contribute th.rough pay-roll taxes 
will be kept in a separate trust fund, the fact is that the amended 
provisions governing the investment of the reserve make little change 
in the present provisions. The Secretary of the Treasury, as manag­
ing trustee of the fund, will still be able to use the pay-roll tax con­
tributions for current governmental purposes simply by continuing to 
place in the fund special bonds (that is, Government I 0 U'S), as is 
now being done. Although the Secretary is required to first attempt 
to buy outstanding obligations for investment of the reserve fund, 
this provision is negatived by the further provision that he need not 
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do so if in his opinion the public interest requires that hie issue the 
special bonds (I 0 U's). Probably at no time will the Secretary 
ever deem it expedient to buy bonds in the open market, which means 
that the present practice of issuing I 0 U's to the fund and using
the trust money for general goVernmental purposes will be continued 
unabated. The only redeeming feature is that with the abandonment 
*of the $47,000,000,000 reserve, and the substitution of a contingent 
reserve of not to exceed three times the highest annual benefit pay­
ments during the succeeding 5 years, there will not be as much money 
as otherwise for the Treasury to make use of for current extravagances. 

ELIMINATION OF CONTEMPLATED INCREASE IN PAY-ROLL TAX UNDER 
TITLE VIII 

As a consequence of the abandonment of the $47,000,000,000 reserve 
fund, a 3-year delay in the scheduled increase in the old-age insurance 
pay-roll tax has been made possible. Under existing law, the tax 
under title VIII would automatically increase next year to 1Y2percent
each on employers and employees instead of 1 percent on each as at 
present. Under the pending bill, the 1-percent rate will be continued 
for 3 more years, thus eliminating the immediate threat of higher 
pay-roll taxes. 

There is no question but what the present schedule of pay-roll taxes 
is excessive, and that these taxes constitute a powerful deterrent to 
business recovery. They put a direct penalty on employment. and 
reduce the purchasing power of millions upon millions of employed 
persons. We heartily approve the reduction proposed by the bill,
which will result in considerable relief to business and at the same time 
permit employed persons to retain for their own purposes a larger
portion of their pay envelopes. The postponement of the scheduled 
increase in the pay-roll tax was one of the principal recommendations 
made in January 1937 by the Republican group to which we have 
previously referred. It, of course, was an essential feature of the 
pay-as-you-go policy advocated by the Republican members of both 
branches. 

It is estimated that as a result of the postponement of the tax 
increase, there will be a saving to employers and employees of 
$275,000,000 annually, or a total of $825,000,000 over the 3-year
period 1940-42. This amount will go into the channels of trade 
instead of into the Treasury to be squandered by the present adminis­
tration. 

UNEMPLOYMENT-INSURANCE TAX BELIEF 

No less important to business are the tax savings made possible by
the changes proposed in the unemployment insurance title. Under 
the established policy of providing unemployment insurance under 
State laws, with a uniform rate of tax despite varying conditions of 

uneplomen, hae ben upinmany States torsere fnd uil 
needessy lrgeamouts.We eelthatthee i nojustification for 
contnuig frmt buines mre nemloyent taxes thanexrac 
arenecssay urentoutaysineac ao met Stteand maintain 
reasnabe rsere. essntil tat beput into effectt i omepla 
whih wll esut n ajusingrevnus t beefis, ndprevent the 

piln up of even greater reserves as business conditin improve and 
receipts from the tax increase.I 
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At the instance of Governor Saltonstail and the Massachusetts un­
employment compensation authorities, the committee has adopted a 
plan whereby those States which have ample reserves may reduce 
their ueployment tax below the 2.7 percent level now prevailing. 
This plan is explained in detail in the report of the full committee. 

According to information given the commnittee, all but nine States 
are now in a position to meet the requirement as to reserves. How­
ever, there is fear on the part of many of the State unemployment 
compensation officials that the standards set up as a condition prec­
edent to reducing the State tax are such as to nullify the possibility 
of any reduction under the plan. Due to the fact that the proposal 
was not discussed during the public hearings, and that the specific 
language of the plan has only been available for examination by the 
State authorities since May 24, it is possible that some adjustments 
will have to be made if the hoped for tax reduction is to be realized. 
These standards were insisted upon by the Social Security Board as a 
condition to its approval of the plan.

It is estimated that this provision may result in a saving to business 
of $250,000,000 annually in those States which now have the required 
reserves. State action will of course be required to put the plan into 
operation.

In addition, there will be a further saving of $65,000,000 annually 
because of the limitation of the tax base under title IX to the first 
$3,000 of each employee'- annual earnings, as is now provided under 
title VIII. 

A still further saving will result from the adoption of the Carlson 
amendment eliminating the so-called 90-percent penalty in cases where 
the taxpayer failed to pay his State unemployment tax for 1936, 1937, 
or 1938 in time to get the benefit of the credit against the Federal tax. 
This will relieve business from unjust and excessive penalties amount­
ing to perhaps $15,000,000. 

We strongly favor the foregoing changes, which do not appear to 
jeopardize the payment of unemployment benefits, or involve any 
reduction in the amount thereof. 

OLD-AGE PENSIONS 

Under existing law, pensions to needy persons over 65 are provided
under the laws of the several States, the States themselves having 
full control in fixing the amount thereof, with the Federal Government 
reimbursing the States for one-half the total sum expended. It is 
provided, however, that in no case shall the Federal contribution 
exceed $15 per month per person. In other words, the Federal Gov­
ernment matches the State funds paid out for old-age pensions on a 
50-50 basis, and makes no contribution unless there is a like contri­
bution by the State. If a State pays an individual $15 per month, 
the Federal Government contributes $7.50 of the total. If it pays 
him $30 per month, the Federal contribution is $15. If it pays $40, 
the Federal Government contributes the first $15 and the State the 
balance. 

When the original Social Security Act was under consideration in 
1935, the Republican minority offered a motion to increase the Federal 
contribution to a maximum of $20, which, with a like contribution 
by the State would have provided a pension of $40 per month. This 
motion was defeated, due to the opposition of the Democratic majority. 
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The committee, by its action in incorporating such an amendment 
in the pending bill, has agreed that the change we then proposed is 
desirable. 

Our purpose in offering the original motion was that we considered 
a pension of $30 per month to be inadequate. Unfortunately, the 
States have not provided anything approaching even this amount on 
the average, despite the willingness,' of the Federal Government to 
contribute one-half the total. As of March 15, 1939, according to 
figures submitted by the Social Security Board, the average pension
being paid throughout the country was only $19.51. The average
payment by States ranged from a low of $6.11 in Arkansas to a high
of $32.47 in California. The following table gives the figures for 
each State: 

Average old-age pensions being paid, February 1939, by States with plans approved
by the Social Security Board 

[Data corrected to Mar. 15, 1939] 

Average Average 
anount paid amou,,t paid 
to recipients to recipients

of old-age 01odage
assistance a=i~nce 

Total----------------- $19. 51 Region VII-Continued. 
South Carolina ------------ 7. 61 

Region I: Tennessee --------------- 13. 23 
Connecticut --- ---------- 24. 16 Region VIII: 
Maine ------------------ 20. 56 Iowa-------------------- 19. 83 
Massachusetts ----------- 28. 46 Minnesota--------------- 20. 55 
New Hampshire ---------- 23. 31 Nebraska---------------- 17. 37 
Rhode Island ------------ 18. 74 North Dakota ------------ 17. 52 
Vermont------------------- 14. 86 South Dakota------------ 19. 57 

Region II: Region IX: 
New York--------------- 24. 27 Arkansas ---------------- 6. 11 

Region III: Kansas ----------------- 19. 73 
Delaware---------------- 10. 85 Missouri ---------------- 18. 62 
New Jersey -------------- 19. 51 Oklahoma --------------- 19. 89 
Pennsylvania ------------ 21. 25 Region X: 

Region IV: Louisiana --------------- 10. 37 
District of Columbia------ 25. 52 New Mexico------------- 11. 41 
Maryland --------------- 17. 47 Texas------------------- 13. 91 
North Carolina ----------- 9. 50 Region XI: 
Virginia------------------ 9. 67 Arizona----------------- 26. 14 
West Virginia-------------- 13. 85 Colorado----------------'29. 07 

Region V: Idaho------------------- 21. 33 
Kentucky---------------- 8. 69 Montana---------------- 20. 56 
Michigan---------------- 16. 97 Utah------------------- 20. 56 
Ohio-------------------- 22. 54 Wyoming --------------- 21. 89 

Region VI: Region XII: 
Illinois------------------ 1& 74 California --------------- 32. 47 
Indiana---------------_- 16. 75 Nevada----------------- 26. 45 
Wisconsin --------------- 20. 98 Oregon------------------ 21. 27 

Region VII: Washington ------------- 22. 13 
Alabama---------------- 9. 35 Territories: 
Florida------------------ 13. 50 Alaska------------------ 27. 59 
Georgia ----------------- 8. 62 Hawaii------------------ 12. 61 
Mississippi --------------- 7. 06 

Of course, until the States take action to increase the amount of their-
old-age pension payments, no benefit to elderly persons will result 
from the more liberal Federal contribution which the bill provides.
However, we hope that this evidence of a willingness on the part of' 
the Federal Government to do its share in bringing about an increase 
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in old-age pensions will give rise to action by the States along this line. 
'The responsibility is now theirs to see that more adequate pensions 
are provided. 

OLD-AGE RETIREMENT PROVISIONS 

Under existing law, provision is made for a Federal system of old-age 
retirement annuities, under which employed persons (with certain 
exceptions) are to be paid retirement benefits upon reaching the age 
of 65. A pay-roll tax, to which we have previously referred, is im­
posed on such employed persons and their employers for the purpose 
of financing this retirement scheme. To qualify for retirement 
benefits, workers must have reached the age of 65 and have con­
tributed to the system for at least 5 years. The first benefits are 
scheduled to be paid under existing law on January 1, 1942. The 
present schedule of benefit payments ranges from a minimum of $10 
per month to a maximum of $85, based on the worker's total earnings 
during the years he has been covered under the system. In the case 
of workers dying before reaching the retirement age, their estates are 
now paid a lump sum equal to 3Y2 percent of the total wages earned 
while the worker was covered, this amount being deemed to be a 
return of his own contributions under the pay-roll tax. The present 
law makes no distinction as between married and single workers in 
the amount of benefits paid. No survivor benefits are provided for 
except the lump-sum payment above referred to. 

Under the bill, it is proposed to revise the present old-age retirement 
provisions by increasing the benefits in certain directions and decreas­
ing them in other directions, without making any net change in the 
total cost over the years. We call particular attention to these changes 
-SO that it may be fully understood just what is proposed. 

The new benefits provided by the bill include the payment of 
monthly pensions to widows of deceased workers where there are 
dependent children or where the widow herself is over 65 years of age, 
and to dependent parenf.Q nv,-r flq whprA flinrp iq no widow of thA 
deceas~ed _w'o~rk'er and no0 dependent ch ild. 

The bill also proposes to make a distinction between married and 
single workers by providing a supplemental pension to workers whose 
wives are over 65. 

The details of these proposed new benefits are set forth in the report 
of the full committee. 

Insofar as the workers themselves are concerned, the bill proposes 
to reduce the eligibility requirement from 5 to 3 years coverage under 
the system, and to commence the payment of benefits in 1940 instead 
of 1942. This change has been advocated by the Republican minority 
for several years. In fact, the report made by the minority group in 
January .1937, to which we have already called attention, proposed 
that payments begin on January 1, 1939. 

The pending bill also revises the schedule of benefits for retired 
workers by increasing the amounts payable to all those retiring in the 
next few years, and reducing the amounts payable in future years to 
single persons and married men whose wives are under 65. Under 
existing law, the formula for computing benefits is as follows: One-
half of 1 percent of the first $3;000 of total wages earned since the 
system has been in effect, plus one-twelfth of 1 percent of the next' 
$42,000 of total wages, plus one-twenty-fourth of 1 percent of the bal­
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ance. Since only the first $3,000 of each employee's annual wage is 
taxed, only the first $3,000 of the annual wage is counted in computing 
benefits. 

Under the pending bill, it is proposed to base benefits not on the 
total earnings of the employee during his working span but upon the 
average monthly wage earned during that period. The new formula 
provided under the bill is as follows: Forty percent of the first $50 
of the average monthly wage, plus 10 percent of the balance, the total 
thus obtained to be increased 1 percent for each year in which the 
worker earned $200 or more since he has been under the system. In 
other words, if the average monthly wage was $100, and the worker 
had been under the system for 20 year.3, his pension would be computed
by taking 40 percent of the first $50 (or $20), plus 10 percent of the 
remaining $50 (or $5), making a total of $25, plus an additional 20) 
percent for tthe 20 years covered under the system ($5), or a grand 
total of $30. Following is a comparative table showing present and 
proposed benefits to retired workers: 

Present and proposed schedules of retirement benefits for employed persons 

Proposed schedule 
Present _ _ _ _ _ _ _ _ _ _ 

law (no 
distinction Single per- Married 

between sons and 
married married men with 

and single men with wives 
persons) wive Un. 65 and 

der 65 over 

Average monthly wage of $50: 
3 years coverage. -------------------------------------------- None $20.60 $30.90 
5 years coverage--------------------------------------------- $15. 00 21.00 31.60 
10 years coverage -------------------------------------------- 17.50 22.00 33.00 
20 years coverage -------------------------------------------- 22.50 24.00 33.00 
30 years coverage.--------------------- ---------------------- 27.50 26.00 39.00 
40 years cvrg ---------------------------------------- 32.50 28.00 40.00

Average monthly wag of$10 
3 years coverage------------------------------------- -------- None 25.75 38.63 
Syears coverage --------------------------------------------- 17.50 26.25 39.36 
10 years coverage -------------------------------------------- 22.50 27.50 41.25 
20 years coverage--------------------------------------------- 32.50 30.00 45.00 
30 years coverage-------------------------------------------- 42.50 32.50 48.71 
40years coverage -------------------------------------------- 51.25 35.00 52.50 

Average monthly wage of $150: 
3 years coverage------------------ ---------------------- ----- None 30.90 46.35 
5 years covernge --------------------------------------------- 26.00 31.50 47.25 
10 years coverage -------------------------------------------- 27.50 33.00 49.50 
20 years coverage-------------------------------------------- 42.50 36.00 54.00 
30 years coverage------------------- -------------------_----- 53.75 39.00 25.50 
40 year-,coverage -------------------------------------------- 61. 25 42.00 63.00 

Average monthly wage of $250: 
3ayearsq coverage--------------------------------- ------------- None 41.20 61.80 
5 Years coverage-------------------------------- ------------- 25.00 42.00 63.00 
10 years coverage ----------------------- ------ -------------- 37. 50 44.00 66.00 
20 years coverage -------------- ----------------------- ------ 56. 25 48.00 72.00 
30 year coverage -------------------------------------------- 68. 75 52.00 78.00 
40 years coverage -------------------------------------------- 81.25 56.0 84. 00 

From the foregoing table, it will be observed that the single person
and the married man whose wife is under the age of 65 received less 
under the proposed plan than under the present system in the following
instances: 

(a) Such worker with an average wage of $50 monthly where he 
has been under the system 30 years or more. 

(b Such worker with an average wage of $100 or over per month 
where he has been under the system 20 years or more. 
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In the case of the $50 per month worker, the reduction is much. 
smaller than in the case of the worker earning up to $250. 

It has been estimated that about 40 percent of the persons now 21 
years of age will not live to reach age 65 so as to qualify for monthly 
beefits. Under the proposed plan, these workers will contribute their 
pay-roll tax money into the system without building up any vested 
interest therein, such as they have under the existing law. At the 
present time, in the case of workers dying before reaching the retire­
ment age, their estates would be entitled to lump-sum payments 
(representing a return of 'such contributions) as follows: 

Lump-sum payments under existing law, which are abandoned under proposed plan 

Average monthly wage 

Years of coverage after 1937 

$10 $100 $150 $200 $210 

10--------------------------------------------------- $210 $420 $630 $840 $1,050 
20---- - ---- - ---- ---- - -- -- -- - -- -- -- - 420 840 1,260 1,680 2,100, 

30--------------------------------------------------- 630 1,260 1, 800 2,520 3,110 
40--------------------------------------------------- 840 1,680 2,120 1,360 4,200 

These lump-sum payments will be abandoned under the proposed 
plan, and all that the estate of the worker will receive, provided he 
leaves no one behind entitled to monthly benefits, will be six times 
the monthly benefit he would be entitled to receive upon retirement. 
Such sum will be only a fraction, in many instances, of the amount 
of the present lump-sum payment. The virtual confiscation of the 
sums paid into the system by workers dying before reaching the age 
of 65 is for the purpose of paying a part of the cost of the increased 
benefits to others. 

The justification for this confiscation, in the eyes of the Social 
Security Board, is the new concept of what the worker is purchasing 
under the old-age insurance system. At present, he is deemed to be 
buying an annuity at age 65, with a guaranteed return of principal 
in case of his death before reaching that age. But under the proposed 
plan, he is merely deemed to be insuring himself against the hazards 
of old age in case he reaches the retirement age. Whether the work­
ers of the country will be satisfied with this new concept remains to 
be seen. It puts the Government in the position of changing the 
terms of a contract after it has been entered into. 

In the absence of such confiscation of the pay-roll-tax contribution 
of workers dying before reaching the retirement age, and in the ab­
sence of the contemplated reduction in the retirement benefits of 
workers retiring some years in the future, it would of course be neces­
sary to increase the present pay-roll taxes substantially above the 
present schedule of rates in order to provide the proposed new and 
increased benefits to others. 

In making these conunents, we do not wish to be understood as 
opposing the liberalization of the present old-age insurance provisions, 
which we believe to be commendable. However, we do question the 
fairness of providing these increased benefits at the expense of single 
persons and married men whose wives are under 65. 

Many of those interested in the problem of social security are of 
the opinion that the existing system should not be extended or 
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liberalized until it has been in effect for a longer period. Especially
is there need for study into the ultimate costs involved. Care must 
be taken that unforeseen future liabilities of great magnitude are 
not being placed upon the taxpayers of the country by reason of pro­
viding benefits not contemplated by the original law. Investigation
should also be made into the possibility of finding some means other 
than the present pay-roll tax to finance the old-age insurance system.
It is in many respects one of the worst forms of taxation ever devised. 

BROADENING OF EXEMPTIONS FROM PAY-ROLL TAXES 

We wish to endorse the broadening of the exemptions from the 
pay-roll tax as provided under the bill, particularly as regards agri­
cultural employment and nominal salaries paid to officers of lodges,
fraternities, chambers of comimerce, and so on. These exemptions 
are more fully explained in the report of the full committee. 

PROPOSED INCLUSION OF RELIGIOUS, CHARITABLE, AND EDUCATIONAL 
ORGANIZATIONS UNDER SOCIAL SECURITY ACT 

The Social Security Board recommended the inclusion under the 
act of employees of religious, charitable, educational, and scientific 
institutions which, under existing law, are specifically exempted from 
-coverage.

Due to the expressed desire of these institutions not to be covered 
under the act, we unanimously voted to continue the present exemp­
tion accorded to them. We believe that churches, charities, educa­
tional institutions, and other groups included in the present exemp­
tion should have the right to say whether or not they wish to be 
included under the Federal social-security system and we oppose 
any effort on the part of the Government to change their status in 
disregard of tbeir wishes in the matter. 

AID TO DEPENDENT CHILDREN 

Under tbe bill, it is proposed to increase the Federal grants to the 
States for aid to dependent children from the present one-third match­
ing basis to a 50-50 matching basis, such as already provided under 
the provisions relating to grants for old-age pensions and aid to the 
blind. We heartily endorse this change, and sincerely hope that the 
increased funds which will be made available to the States for this 
worthy purpose will be used in liberalizing present benefits and in 
extending aid to those now denied assistance by reason of lack of 
funds, rather than to relieve the States of any part of their present
expenditures for such assistance. 

VOCATIONAL REHABILITATION 

We of the Republican minority strongly urged that provision be 
made under the bill for increased appropriations for vocational 
rehabilitation, to supplement the present program of grants to the 
States for this great humanitarian activity, which has already re­
trained 120,000 crippled persons who are now gainfully employed.
The relatively small amount which the Government is expending for 
this purpose is paying rich dividends. Not only is there a saving by 
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reason of not having to maintain these cripples at public expense, but 
when they are restored to gainful employment they become tax­
paying citizens. 

ALLEN T. TREADWAY,
 
FRANK CROWTHER,
 
HAROLD KNUTSON,
 
DANIEL A. REED,
 
Roy 0. WOODRUFF,
 
THOMAS A. JENKINS,
 
DONALD H. McLEAN,
 
BERTRAND W. GEARHART,
 
FRANK CARLSON,
 
BENJAMIN JARRETT. 

0 



Union Calendar No 302 
76rTu CONGRESS 

ler Sussxow 

THo RK.6635 
[Report No. 728] 

IN THE HOUSE OF REPRESENTATIVES 

JUNE 2, 1939
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and ordered to be printed
 

A BILL
 
To amend the Social Security Act, and for other purposes. 

1 Be it enacted by the Senate and House of Representa­

2 lives of the United States of America in Congqress assembled, 

3 That this Act may be cited as the "Social Security Act 

4 Amendments of 1939." 

5 TITLE I-AMENDMENTS TO TITLE I OF THE 

6 SOCIAL SECURITY ACT 

7 SEC. 101. Section 2 (a) of the Social Security Act is
 

8 amended to read as follows:
 

9 " (a) A State plan for old-age assistance must (1)
 

10 provide that it shall be in effect in all political subdivisions
 

11 of the State, and, if administered by them, be mandatory
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upon them; (2) provide for financial participation by the 

State; (3) either provide for the establishment or designa­

tion of a single State agency to administer the plan, or pro­

vide 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 for old-

age assistance is denied, an opportunity for a fair hearing 

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 proper and efficient 

operation of the plan; (6) provide that the State agency 

will make such reports, in such form and containing such 

information, as the Board may fromh 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; (7) effective July 1, 1941, 

provide that the State agency shall, in determining need, 

take into consideration any other income and resources of 

an individual claiming old-age assistance; and (8) effective 

July 1, 1941, provide safeguards which restrict the use or 

disclosure of information concerning applicants and recipients 

to purposes directly connected with the administration of 

old-age assistance." 
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SEC. 102. Effective January 1, 1940, section 3 of such 

Act is amended to read as follows: 

"IPAYMENT TO STATES 

"SEC. 3. (a) From the sums appropriated theref or, 

the Secretary of the Treasury shall pay to each State which 

has an approved plan for old-age assistance, for each quar­

ter, beginning with the quarter commencing January 1, 1940, 

(1) an amount, which shall be used exclusively as old-age 

assistance, equal to one-half of the total of the stums ex­

pended during such quarter as old-age assistance under the 

State plan with respect to each needy 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 count­

ing so much of such expenditure with respect to any indi-. 

vidual for any month as exceeds .$40, and (2) 5 per centumn 

of such amount, which shall be used for paying the costs of. 

adminisfering 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 
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1 report filed by the State containing its estimate of the 

2 total sum to be expended in such quarter in accordance 

3 with the provisions of such clause, and stating the 

4 amount appropriated or made available by the State 

5 and its political subdivisions for such expenditures in 

6 such quarter, and if such amount is less than one-half of 

7 the total sum of such estimated expenditures, the source 

8 or sources from which the difference is expected to be 

9 derived, (B) records showing the number of aged indi­

10 viduals in the State, and (C) such other investigation 

1i as the Board may find necessary. 

.12 " (2) The Board shall then certify to the Secretary 

13 of the Treasury the amount so estimated by the Board, 

14 (A) reduced or increased, as the case may be, by any 

15 sum by which it finds that its estimate for any prior 

16 quarter was greater or less than the amount which 

17 should have been paid to the State under clause (1) of 

18 subsection (a) for such quarter, and (B) reduced by 

19 a sum equivalent to the pro rata share to which the 

20 United States is equitably entitled, as determined by the 

21 Board, of the net amount recovered during any prior 

22 quarter by the State or any political subdivision thereof 

23 with respect to old-age assistance furnished under the 

2;4 State plan; except that such increases or reductions shall 

25 not be made to the extent that such sums have been 



1 applied to make the amount certified for any prior quarter 

2 greater or less than the amount estimated by the Board 

3 for such prior quarter: Provided, That any part of 

4 the a-mount recovered from the esthte of a deceased 

5 recipient which is not in excess of the amount expended 

6 by the State or any political subdivision thereof for the 

'7 funeral expenses of the deceased shall not be considered 

8 as a basis for reduction under clause (B) of this para­

9 graph. 

10 " (3) The Secretary of the Treasury shall there­

11 upon, through the Division of Disbursement of the 

12 Treasury Department and prior to audit or settlement by 

13 the General Accounting Office, pay to the State, at the 

14 time or times fixed by the Board, the amount so certi­

15 fled, increased by 5 per centum." 

16 SEc. 103. Scction 6 of such Act is amended to read as 

17 follows: 

18 "SEC. 6. When used in this title the term 'old-age 

19 assistance' means money payments to needy aged imdi­

20 viduals." 

21 TITLE I1-AMENDMENT TO TITLE II OF TILE 

22 SOCIAL SECURITY ACT 

23 SEC. 201. Effective January 1, 1940, title II of such 

24 Act is amended to read as follows: 
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1 "TITLE II-FEDERAL OLD-AGE AND SURVIVOR 

2 INSURANCE BENEFITS 

3 "9FEDERAL OLD-AGE AND SURVIVOR INSURANCE TRUST 

4 FUND 

"SEC. 201. (a) There is hereby created on the books 

6 of the Treasury of the United States a trust fund to be known 

'7 as the 'Federal Old-Age and Survivor Insurance Trust 

8 Fund' (hereinafter in this title called the 'Trust Fund'). 

9 The Trust Fund shall consist of the securities held by the 

Secretary of the Treasury for the Old Age Reserve Account 

11 and the amount standing to the credit o{ the Old Age Re­

12 serve Account on the books of the Treasury on January 1, 

13 1940, which securities and. amount the Secretary of the 

14 Treasury is authorized and directed to transfer to the Trust 

Fund, and, in addition, such amounts as may be appro­

16 priated to the Trust Fund as hereinafter provided. There is 

17 hereby appropriated to the Trust Fund for the fiscal year 

18 ending June 30, 1941, and for each fiscal year thereafter, out 

19 of any moneys in the Treasury not otherwise appropriated, 

amounts equivalent to 100 per centum of the taxes (includ­

21 ing interest, penalties, and additions to the taxes) received 

22 under the Federal Insurance Contributions Act and covered 

23 into the Treasury. 

24 "(b) There is hereby created a body to be known as the 

Board of Trustees of the Federal Old-Age and Survivor 
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Insurance Trust Fund (hereinafter in this title called the 

'Board of Trustees') which Board of Trustees shall be corn-

posed of the Secretary of the Treasury, the Secretary of 

Labor, and the Chairman of the Social Security Board, all 

ex officio. The Secretary of the Treasury shall be the Man­

aging Trustee of the Board of Trustees (hereinafter in this 

title called the 'Managing Trustee'). It 'shall be the duty 

of the Board of Trustees to­

"(1) Hold the Trust Fund; 

"(2) Report to the Congress on the first day of 

each regular session of the Congress on the operation 

and status of the Trust Fund during the preceding 

fiscal year and on its expected operation and status 

during the next ensuing five fiscal years; 

" (3) Report immediately to the Congress whenever 

the Board of Trustees is of the opinion that during 

the ensuing five fiscal years the Trust Fund will exceed 

three times the highest annual expenditures anticipated 

during that five-fiscal-year period, and whenever the 

Board of Trustees is of the opinion that the amount of 

the Trust Fund is unduly small. 

The report provided for in paragraph (2) above shall in­

clude a statement of the assets of, and the disbursements made 

from, the Trust Fund during the preceding fisca year, an 

estimate of the expected ftutire income to, and disbursements 
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1L to be made from, the Trust Fund during each of the next 

2 ensuing five fiscal years, and a statement of the actuarial 

3 status of the Trust Fund. 

4 " (c) It shall be the duty of the Managing Trustee to 

invest such portion of the Trust Fund as is not, in his judg­

6 ment, required to meet current withdrawals. Such invest­

7 ments may be made only in interest-bearing obligations of 

8 the United States or in obligations guaranteed as to both 

9 principal and interest by the United States. For such pur­

pose such obligations may be acquired (1) on original issue 

11j at par, or (2) by purchase of outstanding obligations at the 

12 market price. The purposes for which obligations of the 

1-3 United States may be issued under the Second Liberty Bond 

14 Act, as amended, are hereby extended to authorize the 

issuance at par of special obligations exclusively to the Trust 

16 Fund. Such special obligations shall bear interest at a rate 

17 equal to the average rate of interest, computed as to the end 

18 of the calendar month next preceding the date of such issue, 

19 borne by all interest-bearing obligations of the United States 

then foirming a part of the Public Debt; except that where 

21 such average rate is -not a multiple of one-eighth of 1 per 

22 centumn, the rate of interest of such special obligations shall 

23 be the multiple of one-eighth of 1 per centum. next lower than 

24 such average rate. Such special obligations shall be issued 

only if the Managing Trustee determines that the purchase of 



9
 

1 other interest-bearing obligations of the United States, or of 

2 obligations guarantecd as to both principal and interest by 

3 the United States on original issue or at the market price, 

4 is not in the public interest. 

5 " (d) Any obligations acquired by the Trust Fund (ex­

6 cept special obligations issued exclusively to the Trust Fund) 

'7 may be sold by the Managing Trustee at the market price, 

8 and such special obligations may be redeemed at par plus 

9 accrued interest. 

10 " (e) The interest on, and the proceeds from the sale 

11 or redemption of, any obligations held in the Trust Fund 

12 shall be credited to and form a part of the Trust Fund. 

13 " (f) The Managing Trustee is directed to pay each 

14 month from the Trust Fund into the Treasury the amount 

15 estimated by him and the Chairman of the Social Security 

16 Board which will be expended during the month by the 

17 Social Security Board and the Treasury Department for the 

18 administration of Title II and Title VITI of this Act, and 

19 the Federal Insurance Contributions Act. Such payments 

20 shall be covered into the Treasury as miscellaneous receipts. 

21 If it subsequently appears that the estimates in any par­

22 ticular month were too high or too low, appropriate adjust­

23 ments shall be made by the Managing Trustee in future 

24 monthly payments. 
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1 "(g) All amounts credited to the Trust Fund shall'be 

2 available for making payments required under this title. 

3 "cOLD-AGE AND SURVIVOR INSURANCE BENEFIT PAYMENTS 

4 "Primary Insurance Benefits 

5 "SEC. 202. (a) Every individual, who (1) is a fully 

6 insured individual (as defined in section 209 (g) ) after 

7 December 31, 1939, (2) has attained the age of sixty-five, 

8 and (3) has filed application for primary insurance benefits, 

9 shall be entitled to receive a primary insurance benefit (as 

10 defined in section 209 (e) ) for each month, beginning with 

11 the month in which such individual becomes so entitled to 

1.2 such insurance benefits and ending with the month preceding 

13 the month in which he dies. 

14 "Wife's Insurance Benefits 

15 "(b) (1) Every wife (as defined in section 209 (i) ) of 

16 an individual entitled to primary insurance benefits, if such 

17 wife (A) has attained the age of sixty-five, (B) has ifiled ap­

18 plication for wife's insurance benefits, (C) was living with 

19 such individual at the time such application was filed, and 

20 (ID) is not entitled to receive primary insurance benefits, or is 

21 entitled to receive primary insurance benefits each of which 

22 is less than one-half of a primary insurance benefit of her 

23 husband, shall be entitled to receive a wife's insurance 

2~4 benefit for each month, beginning with the month in which 

2.5 she becomes so entitled to such insurance benefits, and ending 
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with the month immediately preceding the first month in 

which any of the following occurs: she dies, her husband dies, 

they are divorced a vincuilo matrimonii, or she becomes 

entitled to receive a primary insurance benefit equal to or 

exceeding one-half of a primary insurance benefit of her 

husband. 

" (2) Such wife's insurance benefit for each month shall 

be equal to one-half of a primary insurance benefit of her 

husband, except that, if she is entitled to receive a primary 

insurance benefit for any month, such wife's insurance benefit 

for such month shall be reduced by an amount equal to a 

primary insurance benefit of such wife. 

"Child's Insurance Benefits 

"(c) (1) Every child (as defined in section 209 (k)) 

of an individual entitled to primary insurance benefits, or 

of an individual who died a fully or currently insured indi­

vidual (as defined in section 209 (g) and (h) ) after IDe­

cember 31, 1939, if such child (A) has filed application for 

child's insurance benefits, (B) at the time such application 

was filed was unmarried and had not attained the age of 18, 

and (C) was dependent upon such individual at the time 

such application was filed, or, if such individual has died, was 

dependent upon such individual at the time of such individ­

ual's death, shall be entitled to receive a child's insurance 
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1 benefit for each month, beginning with the month in which 

2 such child becomes so entitled to such insurance benefits, and 

3 ending with the, month immediately preceding the first month 

4 in which any of the following occurs: such child dies, marries, 

5 is adopted, or attains the age of eighteen. 

6 " (2) Such child's insurance benefit for each month shall 

7 be equal to one-ha,,lf of a primary insurance benefit of the 

8 individual with respect to whose wages the child is entitled 

9 to receive such benefit, except that, when there is more than 

10 one such individual such benefit shall be equal to one-half 

11 of whichever primary insurance benefit is greatest. 

12 " (3) A child shall be deemed dependent upon a father 

13 or adopting father, or to have been dependent upon such 

14 individual at the time of the death of such individual, unless, 

15 at the time of such death, or, if such individual was living, 

.16 at the time such child's application for child's insurance 

17 benefits was filed, such individual was not living with or 

18 contributing to the support of such child and­

19 " (A) such child is neither the legitimate nor 

20 adopted child of such individual, or 

21 " (B) such child had been adopted by some other 

22 individual, or 

23 " (C) such child, at the time of such individual's 

24 death, was living with and supported by such child's 

25 stepfather. 
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"(4) A child shall be deemed dependent upon a mother, 

adopting mother, or stepparent, or to have been dependent 

upon such individual at the time of the death of such indi­

vidual, only if, at the time of such death, or, if such 

individual was living, at the time such child's application 

for child's insurance benefits was filed, no parent other than 

such individual was contributing to the support of such child 

and such child was not living with its father or adopting 

father. 

"Widow's Insurance Benefits 

"(d) (1) Every widow (as defined in section 209 (j)) 

of an individual who died a fully insured individual after 

December 31, 1939, if such widow (A) has not remarried, 

(B) has attained the age of sixty-five, (C) has filed appli­

cation for widow's insurance benefits, (D) was living with 

such individual at the time of his death, and (E) is not 

entitled to receive primary insurance benefits, or is entitled to 

receive primary insurance benefits each of which is less than 

three-fourths of a primary insurance benefit of her husband, 

shall be entitled to receive a widow's insurance benefit for 

each month, beginning with the month in which she becomes 

so entitled to such insurance benefits and ending with the 

month immediately preceding the first month in which any 

of the following occurs: she remarries, dies, or becomes 

entitled to receive a primary insurance benefit equal to or 
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1 exceeding three-fourths of a primary insurance benefit of 

2 her husband. 

13 "(2) Such widow's insurance benefit for each month 

4 shall be equal to three-fourths of a primary insurance benefit 

of her deceased husband, except that, if she is entitled to 

6 receive a primary insurance benefit for any month, such 

'7 widow's insurance benefit for such month shall be reduced 

8 by an amount equal to a primary insurance benefit of such 

9 widow. 

"Widow's Current Insurance Benefits 

11 "(e) (1) Every widow (as defined in section 209 (j)) 

12 of an individual who died a fully or currently insured indi­

13 vidual after December 31, 1939, if such widow (A) has not 

14 remarried, (B) is not entitled to receive a widow's insurance 

benefit, and is not entitled to receive primary insurance bene­

.16 fits, or is entitled to receive primary insurance benefits each 

17 of which is less than three-fourths of a primary insurance 

18 benefit of her husband, (C) was living with such indi­

19 vidual at the time of his death, (D) has filed application 

for widow's current insurance benefits, and (E) at the 

21 time of filing such application has in her care a child of 

22 such deceased individual entitled to receive a child's insur­

23 ance benefit, shall be entitled to receive a widow's current 

24 insurance benefit for each month, beginning with the month 

in which she becomes so entitled to such current insurance 



1 benefits and ending with the month immediately preceding 

2 the first month in which any of the following occurs: no child 

3 of such deceased individual is entitled to receive a child's in­

4 surance benefit, she becomes entitled to receive a primary 

5 insurance benefit equal to or exceeding three-fourths of a 

6 primary insurance benefit of her deceased husband, she be­

'7 comes entitled to receive a widow's insurance benefit, she 

8 remarries, she dies. 

9 " (2) Such widow's current insurance benefit for each 

10 month shall be equal to three-fourths of a primary insurance 

11 benefit of her deceased husband, except that, if she is entitled 

12 to receive a primary insurance benefit for any month, such 

13 widow's current insurance benefit for such month shall be 

14 reduced by an amount equal to a primary insurance benefit 

15 of such widow. 

16 "Parent's Insurance Benefit 

17 "(f) (1) Every parent (as defined in this subsection) 

18 of an individual who died a fully insured individual after 

19 December 31, 1939, leaving no widow and no unmarried 

20 surviving child under the age of eighteen, if such parent (A) 

21 has attained the age of sixty-five, (B) was wholly depend­

22 ent upon and supported by such individual at the time of 

23 such individual's death and filed proof of such dependency 

24 and support within two years of such. date of death, (C) has 
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1 not married since such individual's death, (D) is not entitled 

2 to receive any other insurance benefits under this section, or 

3 is entitled to receive one or more of such benefits for a month, 

4 but the total for such month is less than one-half of a primary 

insurance benefit of such deceased individual, and (E) has 

6 filed application for parent's , insurance benefits, shall be 

7 entitled to receive a parent's insurance benefit for each 

8 month, beginning with the month in which such parent be­

9 comes so entitled to such parent's insurance benefits and 

ending with the month immediately preceding the first 

11 month in which any of the following occurs: such parent dies, 

12 marries, or becomes entitled to receive for any month an 

13 insurance benefit or benefits (other than a benefit under this 

:14 subsection) in a total amount equal to or exceeding one-half 

of a primary insurance benefit of such deceased individual. 

.16 " (2) Such parent's insurance benefit for each month 

17 shall be equal to one-half of a primary insurance benefit of 

18 such deceased individual, except that, if such parent is en­

19 titled to receive an insurance benefit or benefits for any 

month (other than a benefit under this subsection) , such 

21 parent's insurance benefit for such month shall be reduced 

22 by an amount equal to the total of such other benefit or 

23 benefits for such month. When there is more than one such 

24 individual with respect to whose wages the parent is entitled 

to receive a parent's insurance benefit for a month, such 
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1 benefit shall be equal to one-half of whichever primary 

2 insurance benefit is greatest. 

3 " (3) As used in this subsection, the term 'parent' means 

4 the mother or father of an individual, a stepparent of an 

individual by a marriage contracted before such individual 

6 attained the age of sixteen, or an adopting parent by whom 

'7 an individual was adopted before he attained the age~of 

8 sixteen. 

9 "Lump-Sumn Death Payments 

"(g) Upon the death, after December 31, 1939, of 

11an individual who died a fully or currently insured indi­

12 vidual leaving no surviving widow, child, or parent who 

13 would, on filing application in the month in which such indi­

14 vidual died, be entitled to a benefit for such month under sub­

section (b) , (c) , (d) , (e) , or (f) of this section, an amount 

16 equal to six times a primary insurance benefit of such indi­

17 vidual shall be paid in a lump-sum to the following person 

18 (or if more than one, shall be distributed among thcm) 

19 whose relationship to the deceased is determined by the 

Board, and who is living on the date of such determination: 

21 To the widow or widower of the deceased; or, if no such 

22 widow or widower be then living, to any child or children of 

23 the deceased and to any other person or persons who are, 

24 under the intestacy law of the State where the deceased was 

domiciled, entitled to share as distributees with such children 

H. R. 6635-2 
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1. of the deceased, in such proportions as is provided by such 

2 law; or, if no widow or widower and no such child and no 

3 such other person be then living, to the parent or parents 

4 of the deceased and to any other person or persons who are 

5 entitled under such law to share as distributees with the 

6 parents of the deceased, in such proportions as is provided by 

7T such law. A person who is entitled to share as distributee 

8 with an above-named relative of the deceased shall not be 

9 precluded from receiving a payment under this subsection 

10 by reason of the fact that no such named relative sur­

11 vived the deceased or of the fact that no such named relative 

12 of the deceased was living on the date of such determmia­

13 tion. If none of the persons described in this subsection 

14 be living on the date of such determination, such amount 

15 shall be paid to any person or persons, equitably entitled 

16 thereto, to the extent and in the proportions that he or they 

1.7 shall have paid the expenses of burial of the deceased. No 

18 payment shall be made to any person under this subsection, 

1.9 unless application therefor shall have been filed, by or on 

20 behalf of any such person (whether or not legally comn­

21 petent) , prior to the expiration of two years after the date 

22 of death of such individual. 

23 APPLICATION 

24 "(h) An individual who would have been entitled to a 

25benefit under subsection (b),~(c),y (d) , (e) ,or (f) for any
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1 month had he ifiled application therefor prior to the end of 

2 such month, shall be entitled to such benefit for such month 

3 if he files application therefor prior to the end of the third 

4 month immediately succeeding such month. 

5 "REDUJCTION AND INCREASE OF INSURANCE BENEFITS 

6 "SEc. 203. (a) Whenever the benefit or total of benefits 

7 under section 202, payable for a month with respect to an 

8 individual's wages, exceeds (1) $85, or (2) an amount 

9 equal to twice a primary insurance benefit of such individual, 

10 or (3) an amount equal to 80 per centum of his average 

11 monthly wage (as defined in section 209 (f) ), whichever 

12 of such three amounts is least, such benefit or total of benefits 

13 shall, prior to any deductions under subsections (d), (e), 

:14 or (h), be reduced to such least amount. 

15 " (b) Whenever the benefit or total of benefits under sec­

16 tion 202 (or as reduced under subsection (a) ), payable for a 

17 month with respect to an individual's wages, is less than $10, 

18 such benefit or total of benefits shall, prior to any deduc­

19 tions under subsections (d) , (e) , or (h) , be increased 

20 to $10. 

21 " (c) Whenever a decrease or increase of the total of 

22 benefits for a month is made under subsection (a) or (b) 

23 of this section, each benefit shall be proportionately decreased 

24 or increased, as the case may be. 
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1. (d) Deductions shall be made from any payment under 

2 this title to which an individual is entitled, until the total of 

3 such deductions equals such individual's benefit or benefits for 

4 any month in which such individual: 

" (1) rendered services for wages of not less than 

6 $15; or 

7 " (2) if a child under eighteen and over sixteen 

8 years of age, failed to attend school regularly and the 

9 Board finds that attendance was feasible; or 

" (3) if a widow entitled to a widow's current in­

11 surance benefit, did not have in her care a cheild of hier 

12 deceased husband entitled to receive a child's insurance 

13 benefit. 

14 " (e) Deductions shall be made from any wife's or child's 

insurance benefit to which a wife or child is entitled, until 

16 the total of such deductions equals such wife's or child's 

17 insurance benefit or benefits for any month in which the 

18 individual, with respect to whose wages such benefit was pay­

19 able, rendered services for wages of not less than $15. 

" (f) If more than one event occurs in any one month 

21 which would occasion deductions equal to a benefit for such 

22 month, only an amount equal to such benefit shall be de­

23 ducted. 

24 " (g) Any individual whose benefits are subject to deduc-. 

tion under subsection (d) or (e), because of the occurrence 
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1 oIf an event enumerated therein, shall report such occurrence 

2 to the Board prior to the receipt and acceptance of an insur­

3ance benefit for the second month following the month in 

4 which such event occurred. Any such individual having 

5 knowledge thereof, who fails to report any such occur­

6 rence, shall suffer an additional deduction equal to that 

7 imposed under subsection (d) or (e) . 

8 " (h) Deductions shall also be made from any primary 

9 insurance benefit to which an individual is entitled, or from 

10 any other insurance benefit payable with respect to such 

-11 individual's wages, until '.such deductions total the amount 

12 of any lump sum paid to such individual under section 204 

13 of the Social Security Act in force prior to the date of enact­

14 ment of the Social, Security Act Amendments of 1939. 

15 (IOVERPAYMENTS AND UINDERPAYMENTS 

.16 "SEc. 204. (a) Whenever an error has been made 

17 wvith respect to payments to an individual under this title 

18 (including payments made prior to January 1, 1940), 

19 proper adjustment shall be made, under regulations pre­

20 scribed by the Board, by increasing or decreasing subsequent 

21 payments to which such individual is entitled. If such din­

22 vidual dies before such adjustment has been completed, adjust­

23 ment shall be made by increasing or decreasing subsequent 

24 benefits payable with respect to the wages which were the 

25 basis of benaefits of such deceased individual. 



22
 

1 "(b) There shall be no adjustment or recovery by the 

2 United States in any case where incorrect payment has been 

3 made to an individual who is without fault (including pay­

4 ments made prior to January 1, 1940), and where adjust­

5 ment or recovery would defeat the purpose of this title or 

6 would be against equity and goQd conscience. 

7 " (c) No certifying or disbursing officer shall be held 

8 liable for any amount certified or paid by him to any person 

9 where the adjustment or recovery of such amount is waived 

10 under subsection (b), or where adjustment under subsec­

1-1 tion (a) is not completed prior to the death of all persons 

12 against whose benefits deductions are authorized. 

13 "EVIDENCE, PROCEDURE, AND CERTIFICATION FOR 

14 PAYMENT 

15 "SECc. 205. (a) The Board shall have full power and 

16 authority to make rules and regulations and to establish pro­

17 cedures, not inconsistent with the provisions of this title, 

18 which are necessary or appropriate to carry out such 

19 provisions, and shall adopt reasonable and proper rules and 

20 regulations to regulate and provide for the nature and extent. 

21 of the proofs and evidence and the method of taking and 

22 furnishing the same in order to establish the right to benefits 

23 hereunder. 

24 " (b) The Board is directed to make findings of fact, 

25 and decisions 4s to the rights of any individual applying for 
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1 a payment under this title. Whenever requested by any 

2 such individual or whenever requested by a wife, widow, 

3 child, or parent who makes a showing in writing that his or 

4 her rights may be prejudiced by any decision the Board 

5 has rendered, it shall give such applicant and such other. 

6 individual reasonable notice and opportunity for a hearing 

'7 with respect to such decision, and, if a hearing is held, shall, 

8 on the basis of evidence adduced at the hearing, affirm, 

9 modify, or reverse its findings of fact and such decision. The 

10 Board is further authorized, on its own motion, to hold such 

II hearings and to conduct such investigations and other pro­

12 ceedings as it may deem necessary or proper for the admin­

13 istration of this title. In the course of any hearing, investi­

14 gation, or other proceeding, it may administer oaths and 

15 affirmations, examine witnesses, and receive evidence. Evi­

16 dence may be received at any hearing before the Board 

17 even though inadmissible under rules of evidence applicable 

18 to court procedure. 

19 " (c) (1) On the basis of information obtained by or 

20 submitted to the Board, and after such verification thereof as 

21 it deems necessary, the Board shall establish and maintain 

22 records of the amounts of wages paid to each individual 

23 and of the periods in which such wages were paid and, upon 

24 request, shall inform any individual, or after his death shall 

25 inform the wife, child, or parent of such individual1, of the 
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1 am-ounts of wages of such individual and the periods of pay­

2 ments shown by such records at thm time of such request. 

3 Such records shall be evidence, for the purpose of proceed­

4 ings b)efore the Board or any court, of the amounts of such 

5 wages and the periods in which they were paid, and thc 

6 absence of an entry as to an individual's wages in such records 

7 for any period shall be evidence that no wages were paid 

8 such individual in such period. 

9 " (2) After the expiration of the fourth calendar year 

:10 following any year in which wages were paid or are alleged 

11 to have been paid an individual, the records of the Board as 

12 to the wages of such individual for such year and the periods 

13 of payment shall be conclusive for the purposes of this title, 

14 except as hereafter provided. 

15 " (3) If, prior to the expiration of such fourth year, 

16 it is brought to the attention of the Board that any entry of 

17 such wages in such records is erroneous, or that any item 

18 of such wages has been omitted from the records, the Board 

19 may correct such entry or include such omitted item in its 

20 records, as the case may be. Written notice of any revision 

21 of any such entry, which is adverse to the interests of any 

22 individual, shall be given to such individual, in any case 

23 where such individual has previously been notified by the 

24 Board of the amount of wages and of the period of pay~­

25 ments shown by such entry. Upon request in writing made 
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prior to the expiration of such fourth year, or within sixty 

days thereafter, the Board shall afford any individual, or 

after his death shall afford the wife, child, or parent of such 

individual, reasonable notice and opportunity for hearing 

with respect to any entry or alleged omission of wages of 

such individual in such records, or any revisiop of any such 

entry. If a hearing is held, the Board shall make findings 

of fact and a decision based upon the evidence adduced at 

such hearing and shall revise its records as may be required 

by such findings and decision. 

" (4) After thc expiration of such fourth year, the 

Board may revise any entry or include in its records any 

omitted item of wages to conform its records with tax returns 

or portions of tax returns (including information returns and 

other written statements) ifiled with the Commissioner of In­

ternal Revenue under title VIII of the Social Security Act or 

the Federal Insurance Contributions Act or under regulations 

made under authority thereof. Notice shall be given of such 

revision under such conditions and to such individuals as is 

provided for revisions under paragraph (3) of this sub­

section. Upon request, notice and opportunity for hearing 

with respect to any such entry, omission, or revision, shall be 

afforded under such conditions and to such individuals as 

is provided in paragraph (3) hereof, but no evidence shall 

be introduced at any such hearing except with respect to con-~ 
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:1 formity of such records with such tax returns and such other 

2 data submitted under such title VIII or the Federal Insurance 

3 Contributions Act or under such regulations. 

4 " (5) Decisions of the Board under this subsection shall 

5 be reviewable by commencing a civil action in the district 

6 court of the United States as provided in subsection (g) 

hereof. 

8 "(d) For the purpose of any hearing, investigation, or 

9 other proceeding authorized or directed under this title, or 

10 relative to any other matter within its jurisdiction hereunder, 

11 the Board shall have power to issue subpenas requiring the 

12 attendance and testimony of witnesses and the production of 

13 any evidence that relates to any matter under investigation 

14 or in question before the Board. Such attendance of wit­

:15 nesses and production of evidence at the designated place of 

16 such hearing, investigation, or other proceeding may be re­

17 quired from any place in the United States or in any Terni­

18 tory or possession thereof. Subpenas of the Board shall be 

19 served by anyone authorized by it (1) by delivering a copy 

20 thereof to the individual named therein, or (2) by regis­

21 tered mail addressed to such individual at his last dwelling 

22 place or principal place of business. A verified return by the 

23 individual so serving the subpena setting forth the manner 

24 of service, or, in the case of service by registered mail, the 

25 return post-office receipt therefor signed by the individual so 
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1 served, shall be proof of service. Witnesses so subpenaed 

2 shall be paid the same fees and mileage as are paid witnesses 

3 in the district courts of the United States. 

4 " (e) In case of contumacy by, or refusal to obey a 

5- subpena, duly served upon, any person, any district court 

6 of the United States for the judicial district in which said 

7 person charged with contumacy or refusal to obey is found 

8 or resides or transacts business, upon application by the 

9 Board, shall have jurisdiction to issue on order requiring 

10 such person to appear and give testimony, or to appear and 

11 produce evidence, or both; any failure to obey such order 

12 of the court may be punished by said court as contempt 

13 thereof. 

14 " (f) No person so subpenaed or ordered shall be ex­

15 cused from attending and testifying or from producing books, 

16 records, correspondence, documents, or other evidence on the 

17 ground that the testimony or evidence required of him may 

18 tend to incriminate him or subject him to a penalty or for­

19 feiture; but no person shall. be prosecuted or subjected to any 

20 penalty or forfeiture for, or on account of, any transaction, 

21 matter, or thing concerning which he is compelled, after 

22 having claimed his privilege against self-incrimination, to 

23 testify or produce evidence, except that such person so testi­

24 fying shall not be exempt from prosecution and punishment 

25 for perjury committed in so testifying. 
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1 "(g) Any individual, after any final decision of the
 

2Board made after a hearing to which he was a party, irre­

3 spective of the amount in controversy, may obtain a review 

4 of such decision by a civil action commenced within sixty 

5 days after the mailing to him of notice of such decision or 

6 within such further time as the Board may allow. Such 

7 action shall be brought in the district court of the United 

8 States for the judicial district in which the plaintiff resides, 

9 or has his principal place of business, or, if he does not reside 

10 or have his principal place of business within any such 

11 judicial district, in the District Court of the United States 

12 for the District of Columbia. As part of its answer the 

1-3 Board shall file a certified copy of the transcript of the record 

14 including the evidence upon which the findings and decision 

15 complained of are based. The court shall have power to 

16 enter, upon the pleadings and transcript of the record, a 

17 judgment affirming, modifying, or reversing the decision of 

18 the Board, with or without remanding the cause for a rehear­

19 ing. The findings of the Board as to any fact, if supported 

20 by substantial evidence, shall be conclusive, and where a 

21 claim has been denied by the Board or a decision is rendered 

22 under subsection (b) hereof which is adverse to an individual 

23 who was a party to the hearing before the Board, because 

24 of failure of the claimant or such individual to submit proof 
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1 in conformity with any regulation prescribed under sub­

2 section (a) hereof, the court shall review only the question 

3 of conformity with such regulations and the validity of 

4 such regulations. The court shall, on motion of the Board 

5 made before it files its answer, remand the case to the Board 

6 for further action by the Board, and may, at any time, on 

7 good cause shiown, order additional evidence to be taken 

8 before the Board, and the Board shall, after the case is 

9 remanded, and a~fter hearing such additional evidence if so 

10 ordered, modify or affirm its findings of fact or its decision, or 

11 both, and shall file with the court any such additional and 

12 modified findings of fact and decision, and a transcript of the 

13 additional record and testimony upon which its action in 

14 modifying or affirming was based. Such additional or 

-15 modified findings of fact and decision shall be reviewa~ble 

16 only to the extent provided for review of the original find­

17 ings of fact and decision. The judgment of the court shall 

18 be final except that it shall be subject to review in the same 

19 manner as a judgment in other civil actions. 

20 " (h) The findings and decision of the Board after a 

21 hearing shall be binding upon all individuals who were par­

22 ties to such hearing. No findings of fact or decision of the 

23 Board shall be reviewed by any person, tribunal, or govern­

24 mental agency except as herein provided. No action against 
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1 the United States, the Board, or any officer or employee 

2 thereof shall be brought under section 24 of the Judicial Code 

3 of the United States to recover on any claim arising under 

4 this title. 

"(i) Upon final decision of the Board, or upon final 

6 judgment of any court of competent jurisdiction, that any 

7 person is entitled to any payment or payments under this 

8 title, the Board shall certify to the Managing Trustee the 

9 name and address of the person so entitled to receive such 

payment or payments, the amount of such payment or pay­

1.1 ments, and the time at which such payment or payments 

12 should be made, and the Managing Trustee, through the 

:13 Division of Disbursement of the Treasury Department, arid 

14 prior to any action thereon by the General Accounting 

Office, shall make payment in accordance with the certifica­

16 tion of the Board: Provided, That where a review of the 

17 Board's decision is or may be sought under subsection (g) 

18 the Board may withhold certification of payment pending 

19 such review. The Managing Trustee shall not be held per­

sonally liable for any payment or payments made in accord­

21 ance with a certification by the Board. 

22 "(j) 'When it appears to the Board that the interest of 

23 an applicant entitled to a payment would be served thereby, 

2- certification of payment may be made, regardless of the legal 

competency or incompetency of the individual entitled thereto, 
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either for direct payment to such applicant, or for his use 

and benefit to a relative or some other person. 

" (k) Any payment made after December 31, 1939, 

under conditions set forth in subsection (j), any payment 

made before January 1, 1940, to, or on behalf of, a legally 

incompetent individual, and any payment made after De­

cember 31, 1939, to a legally incompetent individual with­

out knowledge by the Board of incompetency prior to certi­

fication of payment, if otherwise valid under this title, shall be 

a complete settlement and satisfaction of any claim, right, or 

interest in and to such payment. 

" (1) The Board is authorized to delegate to any mem­

ber, officer, or employee of the Board designated by it any 

of the powers conferred upon it by this section, and is author­

ized to be represented by its own attorneys in any court 

in any case or proceeding arising under the provisions of 

subsection (e) . 

"(in) No application for any benefit under this title 

filed prior to three months before the first month for which 

the applicant becomes entitled to receive such benefit shall be 

accepted as an application for the purposes of this title. 

" (n) The Board may, in its discretion, certify to the 

Managing Trustee any two or more individuals of the same 

family for joint payment of the total benefits payable to such 

individuals. 
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1 "REP~RESENTATION OF CLAIMANTS BEFORE, THE BOARD 

2 "SEc. 206. The Board may prescribe rules and regula­

3 tions governing the recognition of agents or other persons, 

4 other than attorneys as hereinafter provided, representing 

claimants before the Board, and may require of such agents 

6 or other persons, before being recognized as representatives 

7 of claimants that they shall show that they are of good 

S9 character and in good repute, possessed of the necessary 

9 qualifications to enable them to render such claimants valu­

able service, and otherwise competent to advise and- assist 

11 such claimants in the jpresentation of their cases. An attor­

12 ney in good standing who is admitted to practice before the 

13 highest court of the State, Territory, District, or insular 

14 possession of his residence or before the Supreme Court of 

the United States or the inferior Federal courts, shall be 

16 entitled to represent claimants before the Board upon filing 

17 with the Board a certificate of his right -to so practice from 

18 the presiding judge or clerk of any such court. The Board 

19 may, after due notice and opportunity for hearing, sus­

pend or prohibit from further practice before it any such 

21 person, agent, or attorney who refuses to comply with the 

22 Board's rules and regulations or who violates any provision 

23 of this section for which a penalty is prescribed. The Board' 

24 may, by rule and regulation, prescribe the maximum fees 

which may be charged for services performed in connection 
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with any claim before the Board under this title, and any 

agreement in violation of such rules and regulations -shall 

be void. Any person who shall, with intent to defraud, in 

any manner willfully and knowingly deceive, mislead, or 

threaten any claimant or prospective claimant or beneficiary 

under this title by word, circular, letter or advertisement, or 

who shall knowingly charge or collect directly or indirectly 

any fee in excess of the maximum fee, or make any agreea­

ment directly or indirectly to charge or collect any fee in 

excess of the maximum fee, prescribed by the Board shall be 

deemed guilty of a misdemeanor and, upon conviction 

thereof, shall for each offense be punished by a fine not ex­

ceeding $500 or by imprisonment not exceeding one year, 

or both. 

"6ASSIGNMENT 

"SEc. 207. The right of any person to any future paym­

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 execution, 

levy, attachment, garnishment, or other legal process, or to 

the operation of any bankruptcy or insolvency law. 

"4PENALTIES 

"S8Fc. 208. Whoever, for the purpose of causing an 

increase in any payment authorized to be made under this 

title, or for the purpose of causing any payment to be made 

II. R. 6635-3 
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1 where no payment is authorized under this title, shall make 

2 or cause to be made any false statement or representation 

3 (including any false statement or representation in connec~­

4 tion with any matter arisii.g, under the Federal Insurance 

5 Contributions Act) as to the amount of any wages paid 

6 or received or the period during which earned or paid, or 

7 whoever makes or causes to be made any false statement 

8 of a material fact in any application for any payment unuder 

9 this title, or whoever makes or causes to be made any false 

10 statement, representation, affidavit, or document in connec­

11 tion with such an application, shall be guilty of a misdemeanor 

12 and upon conviction thereof shall be fined not more than 

13 $1,000 or imprisoned for not more than one year, or both. 

14 "iDEFINITIONS 

15 "SEc. 209. When used in this title­

16 " (a) The term 'wages' means all remuneration for em­

17 ployment, including the cash value of all remuneration paid 

:18 in any medium other than cash; except that such term shall 

19 not include­

20 "(1) That part of the remuneration which, after 

21 remuneration equal to $3,000 has been paid to an indi­

22 vidual by an employer with respect to employment dur­

23 ing any calendar year, is paid to such individual by such 

24 employer with respect to employment during such 

25 calendar year; 
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"(2) The amount of any payment made to, or on 

behalf of, an employee under a plan or system estab­

lished by an employer which makes provision for his 

employees generally or for a class or classes of his em­

ployees (including any amount paid by an employer 

for insurance, or into a fund, to provide for any such 

payment), on account of (A) retirement, or (B) sick­

ness or accident disability, or (C) medical and hospitali­

zation expenses in connection with sickness or accident 

disability; 

" (3) The payment by an employer (without de­

duction from the remuneration of the employee) (A) of 

the tax imposed upon an employee under section 1400 

of the Internal Revenue Code or (B) of any payment 

required from an employee under a State unemploy­

ment compensation law; 

" (4) Dismissal payments which the employer is 

not legally required to make; or 

"(5) Any remuneration paid to an individual prior 

to January 1, 1937. 

" (b) The term 'employment' means any service per­

formed after December 31, 1936, and prior to January 1, 

1940, which was employment as defined in section 210 (b) 

of the Social Security Act prior to such date (except service 
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1 performed by an individual after he attained the age of sixty­

2 five), and any service, of whatever nature, performed after 

3 December 31, 1939, by an employee for the pcrson employing 

4 him, irrespective of the citizea1ship or residence of either, (A) 

5 within the United States, or (B) on or in connection with 

6 an American vessel under a contract of service which is en­

7 tered into within the United States or during the performance 

8 of which the vessel touches at a port in the United States, if 

9 the employee is employed on and in connection with such 

10 vessel when outside the United States, except-

Ii " (1) Agricultural labor (as defined in subsection 

1.2 (1) of this section) ; 

13 " (2) Domestic service in a private home, local col­

14 lege club, or local chapter of a college fraternity or 

15 sorority; 

16 " (3) Casual labor not in the course of the em­

17 ployer's trade or business; 

18 " (4) Service performed by an individual in the 

19 employ of his son, daughter, or spouse, and service per­

20 formed by a child under the age of twenty-one in the 

21 employ of his father or mother; 

22 " (5) Service performed on or in connection with 

23 a vessel not an American vessel by an employee, if the 

24 employee is employed on and in connection with such 

25 vessel when outside the United States; 
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"(6) Service performed in the employ of the 

United States Government, or of an instrumentality of 

the United States which is (A) wholly owned by the 

United States, or (B) exempt from the tax imposed by 

section 1410 of the Internal Revenue Code by virtue 

of any other provision of law; 

" (7) Service performed in the employ of a State, 

or any political subdivision thereof, or any instrmnen­

tality of any one or more of the foregoing which is 

wholly owned by one or more States or political sub­

divisions; and any service performed in the employ of 

any instrumentality of one or more States or political 

subdivisions to the extent that the instrumentality is, 

with respect to such service, immune under the Constitu­

tion of the United States from the tax imposed by 

section 1410 of the Internal Revenue Code;, 

"t(8) Service 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, or for the 

prevention of cruelty to children or animals, no part 

of the net earnings of which inures to the benefit of any 

private shareholder or individual, and no substantial 

part of the activities of which is carrying on propaganda, 

or otherwise attempting, to influence legislation; 
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1 "(9) Service performed by an individual as an 

2 employee or employee representative as defined in sec­

3 tion 1532 of the Internal Revenue Code; 

4 " (10) (A) Service performed in any calendar 

5 quarter in the employ of any organization exempt from 

6 income tax under section 101 of the Internal Revenue 

7 Code, if­

8 " (i) the remuneration for sach service does not 

9 exceed $45, or 

10 " (ii) such service is in connection with the 

11 collection of dues or premiums for a fraternal bene­

12 ficiary society, order, or association, and is per­

13 formed away from the home office, or is ritualistic 

14 service in connection with any such society, order, 

15 or association, or 

16 " (iii) such service is performed by a student 

17 who is enrolled and is regularly attending classes at 

18 a school, college, or university; 

19 " (B) Service performed in the employ of an agri­

20 cultural or horticultural organization; 

21 " (C) Service performed in the employ of a volun­

22 tary employees' beneficiary association providing for the 

23 payment of life, sick, accident, or other benefits to the 

24 members of such association or their dependents, if (i) 

25 no part of its net earnings inures (other than through 

26 such payments) to the benefit of any private shareholder 
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1 or individual, and (ii) 85 per centumn or more of the 

2 income consists of amounts collected from members for 

3 the sole purpose of making such payments and meeting 

4 expenses; 

5 "(D) Service performed in the employ of a volun­

6 tary employees' beneficiary association providing for the 

7 payment of life, sick, accident, or other benefits to the 

8 members of such association or their dependents or des­

9 ignated beneficiaries, if (i) admission to membership in 

10 such association is limited to individuals who are em­

1i ployees of the United States Government, and (ii) no 

12 part of the net earnings of such association inures (other 

13 than through such payments) to the benefit of any 

14 private shareholder or individual; 

15 "(E) Service performed in any calendar quarter 

16 in the employ of a school, college, or university, not 

17 exempt from income tax under section 101 of the 

18 Internal Revenue Code, if such service is performed 

19 by a student who is enrolled anid is regularly attending 

20 classes at such school, college, or university, and the 

21 remuneration for such service does not exceed $45 

22 (exclusive of room, board, and tuition) ; 

23 " (11) Service performed in the employ of a foreign 

24 government (including service as a consular or other 

25, officer or employee or a nondiplomatic representative) 
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"(12) Service Performed in the employ of an in­

strumentality wholly owned by a foreign government~­

"(A) If the service is of a character similar 

to that performed in foreign countries by employees 

of the United States Government or of an instru­

mentality thereof; and 

"(B) If the Secretary of State shall certify to 

the Secretary of the Treasury that the foreign gov­

eminent, with respect to whose instrumentality and 

employees thereof exemption is claimed, grants an 

equivalent exemption with respect to similar service 

performed in the foreign country by employees of 

the United States Government and of instrumentali­

ties thereof; 

"(13) Service performed as a student nurse in the 

employ of a hospital or a nurses' training school by an 

individual who is enrolled and is regularly attending 

classes in a nurses' training school chartered or approved 

pursuant to State law; and service performed as an 

interne in the employ of a hospital by an individual who 

has completed .a four years' course in a medical school 

chartered or approved pursuant to State law. 

"(c) If the services performed during one-half or more 

of any pay period by an employee for the person employing 

him constitute employment, all the services of such employee 
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for such period shall be deemed to be employment; but if the 

services performed during more than one-half of any such 

pay period by an employee for the person employing him do 

not constitute employment, then none of the services of such 

employee for such period shall be deemed to be employ­

ment. As used in this subsection the term 'pay period' 

means a period (of not more than thirtym-one consecutive 

days) for which a payment of remuneration is ordinarily 

made to the employee by the person employing him. This 

subsection shall not be applicable with respect to services 

performed for an employer in a pay period, where any of 

such service is excepted by paragraph (9) of subsection (b) . 

" (d) The term 'American vessel' means any vessel doc­

umnented or numbered under the laws of the United States; 

and includes any vessel which is neither documented or 

numbered under the laws of the United States nor doc­

umented under the laws of any foreign country, if its crew 

is employed solely by one or more citizens or residents of 

the United States or corporations organized under the laws 

of the United States or of any State. 

" (e) The term 'primary insurance benefit' means an 

amount equal to the sum of the following­

" (1) (A) 40 per centum. of the amount of an 

individual's average monthly wage if such average 
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1 monthly wage does not exceed $50, or (B) if such aver­

2 age monthly wage exceeds $50, 40 per centum of $50, 

3 plus 10 per centum. of the amount by which such aver­

4 age monthly wage exceeds $50, and 

" (2) an amount equal to 1 per centum of the 

6 amount computed under p,%ragraph (1) multiplied by 

7 the number of years in which $200 or more of wages 

8 were paid to such individual. 

9 " (f) The term 'average monthly wage' means the quo­

tient obtained by dividing the total wages paid an individual 

11 before the year in which he died or became entitled to receive 

12 primary insurance benefits, whichever first occurred, by 

1.3 twelve times the number of years elapsing after 1936 and 

14 before such year in which he died or became so entitled, ex­

cluding any year prior to the year in which he attained 

16 the age of twentyu-two during which he was paid less than 

17 $200 of wages; but in no case shall such total wages be 

18 divided by a number less than thirtym-six. 

19 " (g) The term 'fully insured individual' means any 

individual with respect to whom it appears to the satisfac­

21 tion of the Board that­

22 " (1) (A) he attained age sixty~-five prior to 1940,. 

23 and 

24 " (B) he has not less than two years of coverage, 

and 
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1 "(C) thc total amount of wages paid to him was 

2 not less than $600; or 

3 " (2) (A) within the period of 1940-1945, inclu­

4 sive, he attained the age of sixty-five or died before 

5 attaining such age, and 

6 " (B) he had not less than one, year of coverage for 

7 each two of the years specified in clause (C) , plus an 

8 additional year of coverage, and 

9 " (C) the total amount of wages paid to him was 

10 not less than an amount equal to $200 multiplied by the 

11 number of years elapsing after 1936 and up to and 

12 including the year in which he attained the age of sixty­

13 five or died, whichever first occurred; or 

14 " (3) (A) the total amount of wages paid to him 

15 was not less than $2,000, and 

1L6 " (B) he had not less than one year of coverage 

17 for each two of the years elapsing after 1936, or after 

18 the year in which he attained the age of twenty-one, 

19. whichever year is later, and up to and including the year 

20 in which he attained the age of sixty-five or died, which­

21 ever first occurred, plus -an additional year of coverage, 

22 and in no case had less than five years of coverage; or 

23 "(4) he had at least fifteen years of coverage. 

24 "As used in this subsection, the term 'year' means calen­

2,5 dar year, and the term 'year of coverage' means a calendar 
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1 year in which the individual has been paid not less than 

2 $200 in wages. When the number of years specified in 

3 clause (2) (C) or clause (3) (B) is an odd number, for 

4 purposes of clause (2) (B) or (3) (B), respectively, such 

5 number shall be reduced by one. 

6 " (h) The term 'currently ,insured individual' means any 

7 individual with respect to whom it appears to the satisfaction 

8 of the Board that he. has been paid wages of not~less than 

9 $50 for each of not less than six of the twelve calendar quar­

10 teys, immediately preceding the quarter in which he' died. 

11 "it) The te-nm 'wife' means the wife of an individual 

12 who was married to him prior to, January 1, 1939( or if 

13 later, prior to the date upon which he attained the age of 

14 sixty. 

it;j The term 'widow' (except when used in section 

16 202 (g)) means the surviving wife of an individual who 

17 was married to him prior to the beginning of the twelfth 

18 month before the month in which he died. 

19 "(k) The term 'child' (except when used in section" 

20 202 (g) ) means the child of an individual, and the step­

21 child of an individual by a marriage contracted prior to the 

22 date upon which he attained the age of sixty and prior to 

23 the beginning of the twelfth month before -the month in which 

24 he died, and a child legally adopted by an individual prior 

25 to the date upon which he attained the -age of sixty and prior 
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to the beginning of the twelfth month before the month in
 

which he died. 

"(1) The term 'agricultural labor' includes all service 

performe4­

" (1) On a farm, in the employ of anmy person, in con­

nection with cultivating the soil, or in conn~ection with raising 

or harvesting any agricultural or horticultural commodity, 

including the raising, feeding, and management of livestock, 

bees, poultry, and fur-bearing animals. 

" (2) In the employ of the owner or tenant of a farm, 

in connection with the operation, management, or mainte­

nance of such farm, if the major part of such service is 

performed on a farm. 

" (3) In connection with the production or harvesting of 

maple sirup or maple sugar or any commodity defined as an 

agricultural commodity in section 15 (g) of the Agricultural 

Marketing Act, as amended, or in connection with the raising 

or harvesting of mushrooms, or in connection with the hatch­

ing of poultry, or in connection with the ginning of cotton. 

" (4) In handling, drying, packing, packaging, process­

ing, freezing, grading, storing, or delivering to storage or to 

market or to a carrier for transportation to market, any 

agricultural or horticultural commodity; but only if such 

service is performed as an incident to ordinary farming opera,­

tions or, in the case of fruits and vegetables, as an incident to 
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I the preparation of such fruits or vegetables for market. The 

2 provisions of this paragraph shall not be deemed to be 

3 applicable with respect to service performed in connection 

4 with commercial canning or conimercial freezing or in connec­

5 tion with any agricultural or horticultural commodity after its 

6 delivery to a terminal market for~distribution for consumption. 

'7 "As used in this subsection, the term 'farm' includes 

8 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

9 farms, plantations, ranches, nurseries, ranges, greenhouses 

10 or other similar structures used primarily for the raising of 

11 agricultural or horticultural commodities, and orchards. 

12 "(in) In determining whether an applicant is the wife, 

13 widow, child, or parent of a fully insured or currently insured 

14 individual for purposes of this title, the Board shall apply 

15 such law as would be applied in determining, the devolution 

1.6 of intestate personal property by the courts of the State in 

17 which such insured individual is domiciled at the time such 

18 applicant files application, or, if such insured individual 

19 is dead, by the courts of the State in which he was domiciled 

20 at the time of his death, or if such insured individual is or was 

21 not so domiciled in any Statfr, by the courts of the District 

22 of Columbia. Applicants who according to such law would 

23 have the same status relative to taking intestate personal 

24 property as a wife, widow, child, or parent shall be deemed 

25 such. 
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"(n) A wife shall be deemed to be living with her hus­

band if they are both members of the same household, or 

she is receiving regular contributions from him toward her 

support, or he has been ordered by any court to contribute 

to her support; and a widow shall be deemed to have been 

living with her husband at the time of his death if they were 

both members of the same household on the date of his death, 

or she was receiving regular contributions from him toward 

her support on such date, or he had been ordered by any 

court to contribute to her support." 

TITLE III-AMENDMENTS TO TITLE III OF THE 

SOCIAL SECURITY ACT 

SEc. 301. Section 302 (a) of such Act is amended to 

read as follows: 

" (a) The Board shall from time to time certify to the 

Secretary of the Treasury for payment to each State which 

has an unemployment compensation law approved by the 

Board under the Federal Unemployment Tax Act, such 

amounts as the Board determines to be necessary for the 

proper and efficient administration of such law during the 

fiscal year for which such payment is to be made. The 

Board's determination shall be based on (1) the population 

of the State; (2) an estimate of the number of persons 

covered by the State law and of the cost of proper and 

efficient administration of such law; and (3) such other. 
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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." 

SEC. 302. Section 303 (a) of such Act is amended to 

read as follows: 

"(a) The Board shall make no certification for paya­

ment to any State unless it finds that the law of such State, 

approved by the Board under the Federal Unemployment 

Tax Act, includes provision for­

"(1) 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 reasonably calcu­

lated to insure fu]1 payment of unemployment compensation 

when due; and 

" (2) Payment of unemployment compensation solely 

through public employment offices or such other agencies as 

the Board may approve; and 

" (3) Opportunity for a fair hearing, before an imupar­

tial tribunal, for all individuals whose claims for unem­

ployment compensation are denied; and 

" (4) The payment of all money received in the unem­

ployment fund of such State (except for refunds of sums 

erroneously paid into such fund and except for refunds 

paid in accordance with the provisions of section 1606 (b) of 
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1L the Federal Unemployment Ta~x Act), immediately upon 

2 such receipt, to the Secretary of the Treasury to the credit 

3 of the unemployment trust fund established by section 904; 

4 and 

5 "(5) ]Expenditure of all money withdrawn from an 

6 unemployminti fund of suchi State, in the payment of unem­

!l. ployment comp)ensation, eclcusive of expenses of admin­

8 istration, and for refunds of stuns erroneously paid into such 

9 fund and refunds paid in accordance with the provisions of 

10 section 1606 (b) of the Federal Unemnployinent Tax Act; 

11 and 

1L2 "(6) The making of such reports, in such form and 

13 containing such information, as the Board may from time to 

14 tine require, and compliance with such provisions as the 

15 Board may from time to time find necessary to assure the 

16 correctness and verification of such reports; and 

17 "(7) Making available upon request to any agency of 

18 the United States charged wvith the administration of public 

19 works or assistance through public employment, the nanie, 

20 address, ordinary occupation and employment status of each 

21 recipient of unemployment compensation, and a statement of 

22 such recipient's rights to further compensation under such 

23 law; and 

24 " (8) Effective July 1, 1941, thc expenditure of all 

25 moneys received pursuant to section 302 of this title solely 

HI. R1. 66354 
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.1 for the purposes and in the amounts found necessary by the 

2 Board for the proper and efficient administration of such 

3 State law; and 

4 " (9) Effective July 1, 1941, the replacement, within a 

reasonable time, of ,any nioncys received pursuant to section 

6 302 of this title, which, because of any action or contingency, 

7 have been lost or have been expended for purposes other than, 

s or in amounts in excess of, those found necessary by the Board 

for the proper administration of such State law." 

TITLE IV-AMENDMIENTS TO TITLE IV OF THE 

11 SOCIAL SECURITY ACT 

12 SEC. 401. (a) Clause (5) of section 402 (a) of such 

la Act is amended -to read as follows: " (5) provide such 

1.4 methods of administration (other than those relating to selec­

tion, tenure of office, and compensation of personnel) as a-re 

16 found by the Board to be necessary for the proper and effi­

17 cient operation of the plan." 

18 (b) Effective July 1, 1941, section 402 (a) of such Act 

19 is further a-mended by inserting before the period at the end 

thereof a semicolon and the following new clauses: " (7) 

21 provide that the State agency shall1, in determining need, take 

22 into consideration any other income and resources of any 

23 child claiming aid, to dependent children; and (8) provide 

24 safeguards which restrict the use or disclosure of information 

concerning applicants and recipients to purposes directly con­

26 nected with the administration of aid to dependent children". 



I. SEC. 402. (a) Eff-ective January 1, 1940, subsection 

2 (a) of section 403 of such Act is amended by striking out 

3 "one-third" and inserting in -lieu thereof "one-half", and 

4 paragraph (1) of subsection (b) of such section is amended 

5 by striking out "two-thirds" and inserting in liea thereof 

6 "4Cone-half". 

7 (b) Effective January 1, 1940, paragraph (2) of sec-. 

8 tion 403 (b) of such Act is amended to read as follows: 

9 "(2) The Board shall then certify to the Secretary 

10 of the Treasury the amount so estimated by the Board, 

11 (A) reduced or increased, as the case may be, by any 

12 sum by which it finds that its estimate for any prior 

13 quarter was greater or less than the amount which 

14 should have been paid to the State for such quarter, and 

15 (B,) reduced by a sum equivalent to the pro rata share 

16 to which the United States is equitably entitled, as deter­

17 mined by the Board, of the net amount recovered during 

18 any prior quarter by the State or any political subdivi­

19 sion thereof with respect to aid to dependent children 

20 furnished under the State plan; except that such in­

21 creases or reductions shall not be made to the extent that 

22 such sums have been applied to make the amount certi­

23 fled for any prior quarter greater or less than the 

24 amount estimated by the Board for such prior, quarter." 
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1 SEC. 403. Section 406 (a) of such Act is amended to 

2 read as follows: 

3 " (a) The term 'dependent child' means a needy child 

4 under the age of sixteen, or under the age of eighteen if 

5 found by the State agency to be regularly attending school, 

6 who has been deprived of parental support or care by reason 

7 of the death, continued absence from the home, or physical 

8 or mental incapacity of a parent, and who is living with his 

9 father, mother, grandfather, grandmother, brother, sister, 

:10 stepfather, stepmother, stepbrother, stepsister, uncle, or aunt, 

11 in a place of residence maintained by one or more of such 

12 relatives as his or their own home;". 

13 TITLE V-AMENDMENTS TO TITLE V OF THE 

14 SOCIAL SECURITY ACT 

15 SEC. 501. Clause (3) of section 503 (a) of such Act 

16 is amended to read as follows: " (3) provide such methods 

17 of administration (other than those relating to selection, 

18 tenure of office, and compensation of personnel) as are 

19 necessary for the proper and efficient operation of the plan." 

20 SEC. 502. Clause (3) of section 513 (a) of such Act is 

21 amended to read as follows: " (3) provide such methods of 

22 administration (other than those relating to selection, tenure 

23 of office, and compensation of personnel) as are necessary for 

24 the proper and efficient operation of the plan." 
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I SE~C. 503. Section 531 (a) of sv.ch Act is amended by 

2 striking out "$1,938,000" and inserting in lieu, thereof 

3 "$2,938,000". 

4 TITLE VI-AMIENDM1ENTS TO THE INTERNAL 

5 REVENUE CODE 

6 Src. 601. Section 1400 of the Internal Revenue Code is 

7 amended to read as follows: 

8 -SEC. 1400. RATE OF TAX. 

9 "In addition to other taxes, there shall be levied, 

10 collected, and paid upon the income of every individual 

11 a tax equal to the following percentages of the wages (as 

12 defined in section 1426 (a) ) received by him after Decem­

13 ber 31, 1936, with respect to employment (as defined in 

14 section 1426 (b) ) after such date: 

15 "(1) With respect to wages received during the 

16 calendar years 1939, 1940, 1941, and 1942, the rate 

17 shall be 1 per centum. 

18 " (2) With respect to wages received during the 

19 calendar years 1943, 1944, and 1945, the rate shall 

20 be 2 per centumn. 

21 " (3) With respect to wages received during -the 

2-2 calendar years 1946, 1947, and 1948, the rate shall 

23 be 2j per centuim. 

24 " (4) With respect to wages received after Decem­
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1 her 31, 1948, the rate shall be 3 per centum." 

2 Smc. 602. Section 1401 (c) of the Internal Revenue 

3 Code is amended to read as follows: 

4 "(c) ADJlYSTMEN.TS.-I-f more or less than the correct 

5 amount of tax imposed by section 1400 is paid with respect 

6 to any payment of remuneration, pioper adjustments, with 

7 respect both to the tax and the amount to be deducted, shall 

8 be made, without interest, in such manner and at such times 

9 as may be prescribed by regulations made under this sub­

10 chapter." 

11 SEC). 603. Part I of subchapter A of chapter 9 of the 

:L Internal Revenue Code is amended by adding at the end
 

13 thereof the following new section:
 

14 "SEC. 1403. RECEIPTS FOR EMPLOYEES.
 

15 " (a) REQuJmE-xrENT.-Every employer shall furnish to
 

16 each of his employees a written statement or statements, in
 

17 a form suitable for retention by the employee, showing the
 

18 wages paid by him to the employee after December 31, 1939.
 

19 Each statement shall cover a calendar year, or one, two,
 

20 three, or four calendar quarters, whether or not within the
 

21 same calendar year, and shall show the name of the employer,
 

22the name of the employee, the period covered by the state­

23 ment, the total amount of wages paid within such period, 

24and the amount of the tax imposed by section 1400 with 

25respect to such wages, Each statement shall be furnished 
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1 to the employee not later than the last day of the second 

2 calendar month following the period covered by the state­

3 ment, except that, if the employee leaves the employ of the 

4 employer, the final statement shall be furnished on the day 

5 on which the last payment of wages is made to the employee. 

6 The employer may, at his option, furnish such a statement 

7 to any employee at the time of each payment of wages to the 

8 employee during any calendar quarter, in lieu of a statement 

9 covering such quarter; and, in such case, the statement may 

10 show the- date of payment of the wages, in lieu of the period 

II covered by the statement. 

12 " (b) PENALTY FoR FAILUlRE To FURNISH.-Any 

13 employer who "wilfully fails to furnish a statement to an em­

14 ployee in the manner, at the time, and showing the informa­

1.5 tion, required under subsection (a), shall for each such 

16 failure be subject to a civil penalty of not more than $5." 

17 SEC. 604. Section 1410 of the Internal Revenue Code 

18 is amended to read as follows: 

19 "SEC. 1410. RATE OF TAX. 

20 "In addition to other taxes, every employer shall pay 

21 an excise tax, with respect to having individuals in his em­

22 ploy, equal to the following percentages of the wages (as 

23 defined in section 1426 (a) ) paid by him after December 

24 31, 1936, with respect to employment (as defined in section 

25 1426 (b) ) after such date 
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1 "(1) With respect to wages paid during the calendar 

2 ycars 1939, 1940, 1941, and 1942, the rate shall be 1 per 

3 centumn. 

4 (2) With respect to wages paid during the calendar 

5 years 1943, 1944, and 1945, the rate shall be 2 per centum. 

6 (3) With respect to wages paid during the calendar 

7years 1946, 1947, and 1948, the rate shall be 2+ per centumn. 

8 (4) With respect to wages paid after December 31, 

9 1948, the rate shall be 3 per centum." 

10 SEc. 605. Section 1411 of the Internal Revenue Code is 

II amended to read as follows: 

12 "SEC. 1411. ADJUSTMENT OF TAX. 

13 "If more or less than the correct amount of tax im­

14 posed by section 1410 is paid with respect to any payment 

15 of remuneration, proper adjustments with respect to the tax 

16 shall be made, without interest, in such manner and at such 

17 times as may be prescribed by regulations made uider this 

18 subchapter." 

19 SEC. 606. Effective January 1, 1940, section 1426 of the 

20 Internal Revenue Code is amended to read as follows: 

21 "SEC. 1426. DEFINITIONS. 

22 "When used in this subchapter­

23 "(a) WAGEs.-The term 'wages' means all remuner­

24 ation. for employment, including the cash value of all remu­
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1 neration paid in any medium other than cash; except that 

2 such term shall not include­

3 " (1) That part of the remuneration which, after 

4 remuneration equal to $3,000 has been paid to an indi­

5 vidual by an employer with respect to employment 

6 during any calendar year, is paid, to such individual by 

7 such employer with respect to employment during such 

8 calendar year; 

9 " (2) The amount of any payment made to, or on 

10 behalf of, an employee under a plan or system established 

II by an employer which makes provision for his employees 

12 generally or for a class or classes of his employees (in­

13 cluding any amount paid by an employer for insurance, 

14 or into a fund, to provide for any such payment) , on 

15 account of (A) retirement, or (B) sickness or accident 

16 disability, or (C) medical and hospitalization expenses 

17 in connection with sickness or accident disability; 

18 " (3) The payment by an employer (without deduc­

19 tion from the remuneration of the employee) (A) of the 

20 tax imposed upon an employee under section 1400 or 

21 (B) of any payment required from an employee under 

22 a State unemployment compensation law; or 

23 " (4) Dismissal payments which the employer is 

24 not legally required to make. 
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1 "(b) EMPLoymrENT.-The term 'employment' means 

2 any service performed prior to January 1, 1940, which was 

3 employment as defined in this section prior to such date, and 

4 any service, of whatever nature, performed after December 

5 31, 1939, by an employee for the person employing him, 

6 irrespective of the citizenship or residence of either, (A) 

Y, within the United States, or (B) on or in connection with 

8 an American vessel under a contract of service which is 

9 entered into within the United States or during the perform­

10 ance of which the vessel touches at A port in' the United 

:11 States, if the employee is employed on and in connection 

12 with such vessel when outside the United States, except­

13 " (1) Agricultural labor (as defined in subsection 

14 (i) of this section) ; 

15 " (2) Domestic service in a private home, local 

16 college club, or local chapter of a college fraternity or 

17 sorority; 

18 " (3) Casual labor not in the course of the em­

19 ployer's trade or business; 

20 " (4) Service performed by an individual in the 

21 emp~loy of his son, daughter, or spouse, and service per­

22 formed by a child under the age of twentyn-one in the 

23 employ of his father or mother; 

24 " (5) Service performed on or in connection with 

25 a1 vessel not an American vessel by an employee, if the 
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employee is employed on and in connection with such 

vessel when outside the U~nited States; 

" (6) Service performed in the employ of the 

United States Government, or of an instrumentality of 

the United States which is (A) wholly owned by the 

United States, or (B) exempt from the taxes imposed 

by section 1410 by virtue of any other provision of law; 

" (7) Service performed in the employ of a State, 

or any political subdivision thereof, or any instrumen­

tality of any one or more of the foregoing which is wholly 

owned by one or more States or political subdivisions; 

and any service performed in the employ of any instru­

mentality of one or more States or political subdivisions 

to the extent that the instrumentality is, with respect to 

such service, immune under the Constitution of the 

United States from the tax imposed by section 1410; 

" (8) 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, or for the 

prevention of cruelty to children or animals, no part of 

the net earnings of which inures to the benefit of any 

private shareholder or individual, and no substantial part 

of the activities of which is carrying on propaganda, 

or otherwise attempting, to influence legislation; 



5 

10 

15 

20 

25 

60
 

1 "(9) Service performed by an individual as an 

2 employee or employee representative as defined in section 

3 1532; 

4 "(10) (A) Service performed. in any calendar 

quarter in the employ of any organization exempt from 

6 income tax under section 101, if­

'7 " (i) the remuneration for such service does not 

8 exceed $45, or 

9 " (ii) such service is in connection with the 

collection of dues or premiums for a*fraternal bene­

11 ficiary society, order, or association, and is performed 

12 away from 'the home office, or is ritualistic service in 

13 connection with any such society, order, or associa­

14 tion, or 

" (iii) such service is performed by a student 

16 who is enrolled and is regularly attending classes 

17 at a school, college, or university; 

18 " (B) Service performed in the employ of an agri­

19 cultural or horticultural organization; 

" (0) Service performed in the employ of a volun­

21 tary employees' beneficiary association providing for the 

22 payment of life, sick, accident, or other benefits to the 

23 members of such association or their dependents, if (i) 

24 no part of its net earnings inures (other than through 

such payments) to the benefit of any private shareholder 
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1 or individual, and (ii) 85 per centum or more of the 

2 incomne consists of amounts collected from members for 

3 the sole purpose of making such payments and. meeting 

4 expenses; 

" (D) -Scrvice performed in the employ of a volun­

6 tary employees' beneficiary association proyiding for the 

'7 payment of life, sick, accident, or other benefits to the 

8 members of such association or their dependents or desig­

9 nated beneficiaries, if (i) admission to membership in 

such association is limited to individuals who are em.­

11 ployees of the United States Government, and (ii) no 

12 part of the net earnings of such association inures (other 

13 than through such payments) to the benefit of any 

14 private shareholder or individual; 

" (E) Service performed in any calendar quarter 

16 in the employ of a school, college, or university, not 

17 exempt from income tax under section 101, if such 

18 service is performed by a student who is enrolled and 

19 is regularly attending classes at such school, college, or 

university, and the remuneration for such service does 

21 not exceed $45 (exclusive of room, board, and tuition) 

22 ."(11) Service performed in the employ of a foreign 

23 government (including service as a consular or other 

24 officer or employee or a nondiplomatic representative) 

or 
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1 "(12) Service perforired in the employ of an in­

2 strumentality wholly owned by a foreign government­

3 " (A) If the service is of a character similar 

4 to that performed in foreign countries by employees 

of the United States Government or of an instru­

6 mentality thereof; and 

'7 "(B) If the Secretary of State shall certify 

8 to the Secretary of the Treasury that the foreign 

9 government, with respect to whose instrumientality 

and employees thereof exemption is claimed, grants 

1i an equivalent exemption with respect to similar 

12 service performed in the foreign country by em­

13 ployees of the United States Government and of 

14 instrumentalities thereof; 

"(13) Service performed as a student nurse in the 

16 employ of a hospital or a nurses' training school by an 

17 individual who is enrolled and is regularly attending 

18 classes in a nurses' training school chartered or approved 

19 pursuant to State law; and service performed as an in­

terne in the employ of a hospital by an individual who 

21 has completed a four years' course in a medical school 

22 chartered or approved pursuant to State law. 

23 " (c) INCLUDED AND EXCLUDED SERVICE.-If the 

24 services performed during one-half or more of any pay period 

by an employee for the person employing him constitute 
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1 employment. all the services of such employee for such period 

2 shall be deemed to be employment; but if the services per­

3 formed during more than one-half of any such pay period by 

4 an employee for the person employing him do not constitute 

5 employment, then none of the services of such employee for 

6 such period shall be deemed to be employment. As used in 

7 this subsection the term 'pay period' means a period (of not 

8more than thirty-one consecutive days) for which a payment 

9 of remuneration is ordinarily made to the employee by the 

10 person employing him. This sabsection shall not be appli­

11 cable with respect to services performed for an employer in 

12 a pay period, where any of such service is excepted by 

13 paragraph (9) of subsection (b). 

14 " (d) EMPLOYEE.-The term 'employee' includes an 

15 officer of a corporation. It also includes any individual who, 

16 for remuneration (by way of commission or otherwise) 

17 under an agreement or agreements contemplating a series 

18 of similar transactions, secures applications or orders or 

1L9 otherwise personally performs services as a salesman for a 

20 person in furtherance of such person's trade or business 

21 (but who is not an employee &fsuch person under the law 

22 of master and servant) ; unless (1) such services are per­

23 formed as a part of such individual's business as a broker or 

24 factor and, in furtherance of such business as broker or factor, 

25 similar services are performed for other persons and one 
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I or more employees of such broker or factor perform a sub­

2 stantial part of such services, or (2) such services are casual 

3 serviccs not in the course of such individual's priiicipal trade, 

4 business, or occupation. 

"(e) EMPLoyER.-The term 'employer' includes any 

6 person for whom an individual performs any service of 

7 whatever nature as his employee. 

8 "(f) STATE.-ThIC term 'State' includes Alaska, Hawaii, 

9 and the District of Columbia. 

" (g) PErisON.-The term 'person' means an individual, 

IIa trust or estate, a. partnership, or a corporation. 

12 "(h) AMERICAN VESSErL.-Tbe term 'American yes­

13 sel' means any vessel documented or numbered under the 

14 laws of the United States; and includes any vessel which 

is neither documented or numbered under the laws of the 

16 United States nor documented under the laws of any foreign 

17 country, if its crew is employed solely by one or more citi­

18 zens or residents of the United States or corporations organ­

19 ized under the laws of the United States or of any State. 

"(i) AGRICULTURAL LABOR.-The term 'agricultural 

21 labor' includes all services performed­

22 "()On a farm, in the employ of any person, in 

23 connection with cultivating the soil, or in connection 

24 with raising or harvesting any agricultural or horticul­

tural commodity, including the raising, feeding, and 
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1 management of livestock, bees, poultry, and fur-bearing 

2 animals. 

3 " (2) In the employ of the owner or tenant of a 

4 farm, in connection with the operation, management, or 

maintenance of such farm, if the major part of such 

6 service is performed on a farm. 

7 " (3) In connection with the production or harvest­

8 ing of maple sirup or maple sugar or any commodity 

9 defined as an agricultural commodity in section 15 (g) 

of the Agricultural Marketing Act, as amended, or in 

11 connection with the raising or harvesting of mushrooms, 

12 or in connection with the hatching of poultry, or in 

13 connection with the ginning of cotton. 

14 " (4) In handling, drying, packing, packaging, 

processing, freezing, grading, storing, or delivering~ to 

16 storage or to market or to a carrier for transportation to 

17 market, any agricultural or horticultural commodity;­

18 but only if such service is perfonned as an. incident to 

19 ordinary farmiing operations or, in the case of fruits and 

vegetables, as an incident to the preparation of such 

21 fruits -or vegetables for market. The provisions of this 

22 paragraph shall not be deemed to be applicable with 

23 respect to service performed in connection with commer­

24 cial canning or commercial freezing or in connection with 

any agricultural or horticultural commodity after its de-

HI. R. 6635-5 
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1 livery to a terminal market for distribution for con­

2 sumption. 

3 "As used in this subsection, the term 'farm' includes 

4 stock, dairy, poultry, fruit, fur-bearing animial, and truck 

5 farms, plantations, ranches, nurseries, ranges, greenhouses 

6 or other similar structures used primarily for the raising of 

7 agricultural or horticultural conmiodities, and orchards." 

8 SEc. 607. Subchapter A of chapter 9 of the Internal 

9 Revenue Code is amended by adding at the end thereof the 

10 following new section: 

11 "SEC. 1432. This subchapter may be cited as the 'Fed­

12 eral Insurance Contributions Act'." 

13 SEC. 608. Section 1600 of the Internal Revenue Code 

1L4 is amended to read as follows: 

15 "SEC. 1600. RATE OF TAX. 

16 "Every employer (as defined in section 1607 (a) ) shall 

17 pay for the calendar year 1939 and for each calendar year 

1-8 thereafter an excise tax, with respect to having individuals 

19 in his employ, equal to 3 per centwn of the total wages (as 

20 defined in section 1607 (b) ) paid by himn during the calen­

21 dar year with respect to employment (as defined in section 

22 1607 (c) ) after December 31, 1938." 

23 SEC. 609. Section 1601 of the Internal Revenue Code is 

24 amended to read as follows: 



67 

1 "SEC. 1601. CREDITS AGAINST TAX. 

2 "(a) CONTRIBUTIONS TO STATE UN-ElMIPLOYM1ENT 

3 FUNDS.­

4 " (1) The taxpayer may, to the extent provided in 

5 this subsection and subsection (c), credit against the tax 

6 imposed by section 1600 the amount of contributions 

.7 paid by himi into an unemployment fund maintained 

8 during the taxable year under the unemployment corn­

9 pensation law, of a State which is certified for the tax­

10 able year as provided in section 1603. 

11 " (2) Tlhe credit shall be permitted against the tax 

1.2 for the taxable year only for the amount of contributions 

13 paid with respect to such taxable year. 

14 " (3) The credit against the tax for any taxable year 

15 shall be permitted only for contributions paid on or before 

.16 the last day upon which the taxpayer is required under 

17 section 1604 to fie a return for such year; except that 

18 credit shall be permitted for contributions paid after such 

19 last day but before July 1 next following such last day, 

20 but such credit shall not exceed 90 per centurn of the 

21 amount which would have been allowable as credit on 

22 account of such contributions had they been paid on, or 

23 before such last day. The preceding provisions of this 

24 subdivision shall not apply to the credit against the tax 
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1 of a taxpayer for any taxable year if such taxpayer's 

2 assets, at any time during the period from such last day 

3 for filing a return for such year to June 30 next follow­

4 ing such last day, both dates inclusive, are in the custody 

5 or control of a receiver, trustee, or other fiduciary 

6 appointed by, or under t~he control of, a court of corn­

7petent jurisdiction. 

8 " (4) Upon the payment of contributions into the 

9 unemployment fund of a State which arc required under 

10 the unemployment compensation law of that State with 

11 respect to remuneration on the basis of which, prior to 

12 such payment into the proper fund, the taxpayer erro­

13 neously paid an amount as contributions under another 

14 unemployment compensation law, the payment into the 

15 proper fund shall, for purposes of credit against the 

16 tax, be deemed to have been made at the time of the 

17 erroneous payment. If, by reason of such other law, 

18 the taxpayer was entitled to cease paying contributions 

19 with respect to services subject to such other law, the 

20 payment into the proper fund shall, for purposes of 

21 credit against the tax, be deemed to have been made 

22 on the date the return for the taxable year was filed under 

23 section 1604. 

24 " (5) Refund of the tax (including penalty and 

interest collected with respect thereto, if any), based on 25 
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I any crcdit allowable under this section, may be made in 

2 accordance with the provisions of law applicable in the 

3 case of erroneous or illegal collection of, the tax. No 

4 interest shall be allowed or paid on the amount of any 

5 such refund. 

6 " (b) ADDITIONAL CREDImT.-In addlition to the credit 

7 allowed under subsection (a), a taxpayer-may credit against 

8 the tax imposed by section 1600 for any taxable year an 

9 amount, with respect to the unemployment compensation 

10 law of each State certified for the taxable year as provided 

II in section 1602 (or with respect to any provisions thereof 

12 so certified), equal to the amount, if any, by which the 

13 contributions required to be paid by him with respect to 

14 the taxable year were less than the contributions such tax.­

15 payer would have been required to pay if throughout the 

16 taxable year he had been subject under such -State law to a 

17 rate of 2.7 per centum. 

18 " (c) LIMIT ON TOTAL CREDITS.-The total credits 

19 allowed to a taxpayer under this subchapter shall not exceed 

20 90 per centum of the tax against which such credits are 

21 allowable." 

22 SEC. 610. (a) Section 1602 of tho Internal Revenue 

23 Code is amended to read as folltows; 
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1 "SEC. 1602. CONDITIONS OF ADDITIONAL CREDIT ALLOW­

2 ANCE. 

3 "(a) STATE STANDARD.S.-A taxpayer shall be allowed 

4 an additional credit under section 1601 (b) with respect to 

5 any reduced rate of contributions permitted by a State law, 

6 only, if the Board finds that under such law­

7 "(1) The total annual contributions will yield not 

8 less than an amount substantially equivalent to 2.7 per 

9 c-entumn of the total annual pay roll with respect to 

10 which contributions are required under such law, and 

11 " (2) No reduced rate of contributions to a pooled 

1.2 fimd or to a partially pooled account, is permitted to a 

13 person (or group of persons) having individuals in his 

14 (or their) employ except on the basis of his (or their) 

15 experience with respect to unemployment or other fac-, 

16 tors bearing a direct relation to unemployment risk dur­

17 ing not less than the three consecutive years immedi­

18 ately preceding the computation date; or 

19 " (3) No reduced rate of contributions to a guar­

20 anteed employment account is permitted to a person 

21 (or a group of persons) having individuals in his (or 

22 their) employ unless (A) the guaranty of remunera­

23 tion was fulfilled in the year preceding the computation 

24 date; and (B) the balance of such account amounts 

25 to not less than 2+ per centumn of that part of the 
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1 pay roll 01. pay rolls for the three years preceding the 

2 computation date by which contributions to such ac­

3 count were measured; and (C) such contributions 

4 were payab~le to such account with respect to three 

5 years preceding the computation date; or 

6 " (4) Such lower rate, with respect to contributions 

7 to a separate reserve account, is permitted only when 

8 (A) compensation has been payable from such account 

9 throughout the preceding calendar year, and (B) such 

10 account amounts to not less than five times the largest 

11 amount of compensation paid from such account with-in 

12 any one of the three preceding calendar years, and (C) 

13 such account amounts to not less than 71i per centurn 

14 of the total wages payable by him (plus the total wages 

3.5 payable by any other employers who may be con trib­

16 uting to such account) 'with respect to employment in 

17 such State in the preceding calendar year. 

18 " (5) Effective January 1, 1942, paragraph (4) 

19 of this subsection is amended to read as follows: 

20 " '(4) No reduced rate of contributions to a reserve 

21 account is permitted to a person (or group of persons) 

22 having individuals in his (or their) employ unless (A) 

230 compensation has been payable from such account 

24 throughout the year preceding the computation date, and 

25 (B) the balance of such account amounts to niot less than~ 
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five times the largest amount of compensation paid from 

such account within any one of the three years preced­

ing such date, and (C) the balance of such account 

amounts to not less thar. 2-s per centum of that part of 

the pay roll or pay rolls for the three years preceding 

such date by which contri1butions to such account were 

measured, and (D) such contributions were payable to 

such account with respect to the three ycars preceding 

the computation date.' 

" (b) OTHER STATE STANDARDS.-TNotwithstanding the 

provisions of subsection (a) (1) of this section a taxpayer 

shall be allowed an additional credit under section 1601 (b) 

with respect to any reduced rate of contributions permitted 

by a State law if the Board finds that under such law­

" (1) the amount in the unemployment fund as of 

the computation date equals not less than one and one-

half times the highest amount paid into such fund with 

respect to any one of the preceding ten calendar years or 

one and one-half times the highest amount of compensa­

tion paid out of such fund within any one of the pre­

ceding ten calendar years, whichever is the greater; and 

" (2) compensation will be paid to any otherwise 

eligible individual in accordance with general standards 

and requirements not less favorable to such individual 

than the following or substantially equivalent standards; 
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1 "(A) the individual will be entitled to receive, 

2 within a compensation period prescribed by State 

3 law of not more than fifty-two consecutive weeks, a 

4 total amount of compensation equal to not less than 

5 sixteen times his weekly rate of compensation for a 

6 week of total unemployment or one-third the individ­

'7 ual's total earnings (with respect to which contribu­

8 tions were required under such State law) during 

9 a base period prescribed by State law of not less 

10 than fifty-two, consecutive weeks, whichever is less, 

11 " (B) no such individual will be required to 

12 have been totally unemployed for longer than two 

:13 calendar weeks or two periods of seven consecutive 

14 days each, as a condition to receiving, during the 

15 compensation period prescribed by State law, the 

16 total amount of compensation provided in subpara­

17 graph (A) of this subsection, 

18 " (C) the weekly rates of compensation payable 

19 for total unemployment in such State will be related 

20 to the full-time weekly earnings (with respect to 

21 which contributions were required under such State 

22 law) of such individual during a period prescribed 

23 by State law and will not be less than (i) $5 per 

24 week if such full-time weekly earnings were $10 or 
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1 less, (ii) 50 per centum of such full-time weekly 

2 earnings if they were more than $10 but niot more 

3 than $30, and (iii) $15 per week if such full-time 

4 weekly earnings, were more than $30, and 

5 ~ " (D) compensation will be paid under such 

6 State law to any such individual whose earnings in 

7 any -week equal less than such individual's weekly 

8 rate of compensation for total unemployment, in an 

9 amount at least equal to the difference between 

10 such individual's actual earnings with respect to 

11 such week and his weekly rate of compensation for 

12 total unemployment; and 

13 " (3) Any variations in reduced rates of contribu­

14 tions, as between different persons having individuals in 

1.5 their employ, are permitted only in accordance with the 

-116 provisions of paragraph (2), (3) , or (4) of subsection 

17 (a) of this section. 

18 " (C) CERTIFICATION BY THE, BOARD WITH RESPECT 

19 To ADDITIONAL CREDIT ALLOWANCE.­

20 "()On December 31 in each taxable year, the 

21 Board sha~ll certify to the Secretary of the Treasury the 

22 law of each State (certified with respect to such year 

23 by the Board as provided in section 1603) with respect 

24 to which it finds that reduced rates of contributions were 

25 allowable with respect to such taxable year only in ac­
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cordance with the provisions of subsection (a) or (b) 

of this section. 

" (2) If the Board finds that under the law of a 

single State (certified by the Board as provided in sec­

tion 1603) more than one type of fund or accowit is 

maintained, and reduced rates of contributions to more 

than one type of fund or account were allowable with 

respect to a~ny taxable year, and one or more of such 

reduced rates were allowable under conditions not fuil­

filling the requirements of subsection (a) or (b) of 

this section, the Board shall, on December 31 of such 

taxable year, certify to the Secretary of the Treasury 

only those provisions of the State law pursuant to which 

reduced rates of contributions were allowable with re­

spect to such taxable year under conditions fufilling the 

requirements of subsection (a) or (b) of this section, 

and shafl, in connection therewith, designate the kind of 

fund or account, as defined in subsection (d) of this 

section, established by the provisions so certified. If 

the Board finds that a part of any reduced rate of 

contributions payable under such law or under such pro­

visions is required to be paid into one fund or account 

and a part into another fund or account, the Board shall 

make such certification pursuant to this paragraph as it 

finds will assure the allowance of additional credits only 
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with respect to that part of the reduced rate of contribu­

tions which is allowed under provisions which do fulfill 

the requirements of subsection (a) or (b) of this section. 

"(3) The Board shall, within thirty days after any 

State law is submitted to it for such purpose, certify to 

the State agency its findings with respect to reduced rates 

of contributions to a type of fund or account, as defined 

in subsection (d) of this section, which are allowable 

under such State law only in accordance with the provi­

sions of subsection (a) or (b) of this section. After 

making such findings, the Board shall not withhold its 

certification to the Secretary of the Treasury of such 

State law, or of the provisions thereof with respect to 

which such findings were made, for any taxable year 

pursuant to; paragraph (1) or (2) of this subsection 

unless, after reasonable notice and opportunity for hear­

ing to the State agency, the Board finds the State law 

no longer contains the provisions specified in subsection 

(a) or (b) of this section or the State has, with respect 

to such taxable year, failed to comply substantially with 

any such provision. 

"(d) IDEFINITIONS.-As used in this section­

"1 REE EAcuN.-The term 'reserve account' 

means a separate account in an unemployment fund, main­

tained with respect to a person (or group of persons) having 
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individuals in his (or their) employ, from which account, 

unless such account is exhausted, is paid all and only corn­

pensation payable on the basis of services performed for 

such person (or for one or more of the persons comprising 

the group) . 

" (2) POOLED FUND.-The term 'pooled fund' means 

an unemployment fund or any part thereof -(other than a 

reserve account or a guaranteed employment account) into 

which the total contributions of persons contributing thereto 

are payable, in which all contributions are mingled and 

undivided, and from which compensation is payable to all 

individuals eligible for compensation from such fund. 

" (3) PAR~TIALLY POOLED AcCOUNT.-The term 'par­

tially pooled account' means a part of an unemployment fund 

in which part of the fund all contributions thereto are mingled 

and undivided, and from which part of the fund compensation 

is payable only to individuals to whom compensation would 

be payable from a reserve account or from a guaranteed em­

ployment account but for the exhaustion or termination of 

such reserve account or of such guaranteed employment ac­

count. Payments from a reserve account or guaranteed 

employment account into a partially pooled account shall not 

be construed to be inconsistent with the provisions of para­

graph (1) or (4) of this subsection. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

78
 

"(4) GUARANTEED EMPLOYMENT ACCOUNT.-The 

term 'guaranteed employment account' means a separate 

account, in an unemployment fund, maintained with respect 

to a person (or group of persons) having individuals in his 

(or their) employ who, in accordance with the provisions 

of the State law or of a plan thereunder approved by the 

State agency, 

" (A) guarantees in advance at least thirty hours of 

work, for which remuneration will be paid at not less 

than stated rates, for each of forty weeks (or if more, 

one weekly hour may be deducted for each added week 

guaranteed) in a year, to all the individuals who are 

in his (or their) employ in, and who continue to 

be available for suitable work in, one or more distinct 

establishments, except that any such individual's guar­

anty may commence after a probationary period (in­

eluded within the eleven' or less consecutive weeks 

immediately following the first week in which the 

individual renders services), and 

" (B) gives security or assurance, satisfactory to the 

State agency, for the fulfi~llment of such guaranties, 

from which account, unless such account is exhausted or 

terminated, is paid all and only compensation, payable on 

the basis of services performed for such person (or for. one or 

more of the persons comprising the, group) , to any such 
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individual whose guaranteed remuneration has not been paid 

(either pursuant to the guaranty or from the security or 

assurance provided for the fulfilllient of the guaranty), or 

whose guaranty is not renewved and who is otherwise eligible 

for compensation under the State law. 

" (5) YEi&R.-The term 'year' means any twelve con­

secutive calendar months. 

" (6) BALANCE.-Trhe term 'balance', with respect to a 

reserve account or a guaranteed employment account, means 

the amount standing to the credit of the account as of the 

computation date; except that, if subsequent to January 1, 

1939, any moneys have been paid into or credited to such 

account other than payments thereto by persons having indi­

viduals in their employ, such term shall mean the amount 

in such account as of the computation date less the total 

of such other moneys paid into or credited to such account 

subsequent to January 1, 1939. 

" (7) COMPUTATION DATE.-The term 'computation 

date' means the date, occurring at least once in each calendar 

year and within twenty-seven weeks prior to the effective 

date of new rates of contributions, as of which such rates are 

computed. 

"1(8) REDUCED RATE.-The term 'reduced rate' means 

a rate of contributions lower than the standard rate applicable 

under the State law, and the term 'standard rate' means the 
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1 rate on the basis of which variations therefrom are corn­

2 puted." 

3 (b) The provisions of paragraph (1) of section 1602 

4 (a) of the Internal Revenue Code, as amended, shall be 

applicable to paragraph (2) of such section only after De­

6 cember 31, 1941, and shall ill no event be applicable to 

7 paragraph (4) of such section in force prior to January 1, 

8 1942. 

9 SEc. 611. Paragraphs (1), (3), and (4) of section 

1603 (a) of the Internal Revenue Code are amended to 

11 read as follows: 

12 "(1) All compensation is to be paid through pub­

13 lie employment offices or such other agencies as the 

14 Board may approve; 

" (&) All money received in the unemployment 

16 fund shall (except for refunds of sums erroneously paid 

17 into such fund and except for refunds paid in accordance 

18 with the provisions of section 1606 (b) ) inumediately 

19 upon such receipt be paid over to the Secretary of the 

Treasury to the credit of, the Unemployment Trust 

21 Fund established by section 904 of the Social Security 

22 Act (49 Stat. 640; U. S. 0., 1934 ed., title. 42, see. 

23 1104) ; 

24 " (4) All money withdrawn from the unemployi­

ment fund of the -State shall be used solely in the 
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1 payment of unemployment compensation, exclusive of 

2 expenses of administration, and for refunds of sums 

3 erroneously paid into such fund and refunds paid in 

4 accordance with the provisions of section 1606 (b) ;" 

5 SEC. 612. Section 1604 (b) of the Interihal Revenue 

6 Code is amended to read as follows: 

7 "(b) EXTENSION OF TIME, FOR FILING.-The Coin­

8 missioner may extend the time for filing the return of the 

9 tax imposed by this subchapter, under such rules and regu­

10 lations as he may prescribe with the approval of the Secre­

11 tary, but no such extension shall be for more than ninety 

12 days. 

13 SEc. 613. Section 1606 of the Internal Revenue Code 

14 is amended to read as follows: 

15 "SEC. 1606. INTERSTATE COMMERCE AND FEDERAL MN 

16 STRUMENTALITIES. 

17 "(a) No person required under a State law to make 

.18 payments to an unemployment fund shall be relieved from 

19 compliance therewith on the ground that he is engaged in 

20 interstate or foreign commerce, or that the State law does 

21 not distinguish between employees engaged in interstate or 

22 foreign commerce and those engaged in intrastate commerce. 

23 " (b) The legislature of any State may require Any 

24 instrumentality of the United States (except such as are (A) 

H. R. 6635-6 
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1 wholly owned by the United States, or (B) exempt from the 

2 taxes imposed by sections 1410 and 166i0 by virtue of any 

3 other provision of law), and the individuals in its employ, 

4 to make contributions to an unemployment fund under a 

5 State unemployment compensation law approved by the 

6 Board under section 1603 and (except as provided in section 

'7 5240 of the Revised Statutes, as amended, and as modified by 

8 subsection (c) of this section) to comply otherwise with such 

9 law. The permission granted in this subsection shall apply 

10 (1) only to the extent that no discrimination is made against 

11 such instrumentality, so that if the rate of contribution is 

12 uniform upon all other persons subject to such law on 

13 account of having individuals in their employ, and upon all 

14 employees of such persons, respectively, the contributions 

15 required of such instrumentality or the individuals in its 

1.6 employ shall not be at a greater rate than is required of such 

1.7 other persons and such employees, and if the rates are deter­

18 mined separately for different persons or classes of persons 

1-9 having individuals in their employ or for different classes of 

20 employees, the determination shall be based solely upon 

21 unemployment experience and other factors bearing a direct 

22 relation to unemployment risk, and (2) only if such State 

23 law makes provision for the refund of any contributions 

24 required under such law from an instrumentality of the 

25 United States or its employees for any year in the event 
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said State is not certified by the Board under section 1603 

with respect to such year. 

"(c) Nothing contained in section 5240 of the Revised 

Statutes, as amended, shall prevent any State from requiring 

any national banking association to render returns and re­

ports relative to the association's employees, their remunera­

tion and services, to the same extent that other persons are re­

quired to render like returns and reports under a State 

law requiring contributions to an unemployment fund. The 

Comptroller of the Currency shall, upon receipt of a copy 

of any such return or report of a national banking associa­

tion from, and upon request of, any duly authorized official, 

body, or commission of a State, cause an examination of the 

correctness of such return or report to be made at the time of 

the next succeeding examination of such association, and shall 

thereupon transmit to such official, body, or commission a 

complete statement of his findings respecting the accuracy of 

such returns or reports. 

" (d) No person shall be relieved from compliance with a 

State unemployment compensation law on the ground that 

services were performed on land or premises owned, held, or 

possessed by the United States, and any State -shall have 

full jurisdiction and power to enforce the provisions of such 

law to the same extent and with the same effect as though 
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1. such place were not owned, held, or possessed by the United
 

2 States." 

3 SEC. 614. Effective January 1, 1940, section 1607 of 

4 the Internal ]Revenue Code is amended to read as follows: 

"SEC. 1607. DEFINITIONS. 

6 "When used in this subchapter­

7 "(a) EMPLOYER.-The term 'employer' does not in­

8 clude any person unless on each of some twenty days during 

9 the taxable year, each day being in a different calendar week, 

the total number of individuals who were in his employ 

11 for some portion of the day (whether or not at the same 

12 moment of time) was eight or more. 

13 "(b) WAGES.-The term 'wages' means all remu­

14 neration for employment, including the cash value of all 

remuneration paid in any medium other than cash; except 

16 that such term shall not include­

17 "(1) That part of the remuneration which, after 

18 remuneration equal to $3,000 has been paid to an indi­

19 vidual by an employer with respect to employment dur­

ing any calendar year, is paid to such individual by 

21 such employer with respect to employment during such 

22 calendar year; 

23 " (2) The amount of any payment made to, or on 

24 behalf of, an employee under a plan or system estab­

lisbed by an employer which makes provision for his 

26 employees generally or for a class or classes of his em­
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2 for insurance, or into a fund, to provide for any such 

3 payment), on account of (A) retirement, or (B) sick­

4 ness or accident disability, or (C) medical and hos-. 

pitalization expenses in connection with sickness or acci­

6 dent disability; 

'7 " (3) The payment by an employer (without 

8 deduction from the remuneration of the employee) (A) 

9 of the tax imposed upon an employee under section 1400 

or (B) of any payment required from an employee 

11 under a State unemployment compensation law; or 

12 " (4) Dismissal payments which the employer is 

13 not legally required to make. 

14 " (c) EMPLJOYMENT.-The term 'employment' means 

any service performed prior to January 1, 1940, which was 

16 eniployment as defined in this section prior to such date, and 

17 any service, of whatever nature, performed after Decenm­

18 ber 31, 1939, within the United States by an employee for 

19 the person employing him, irrespective of the citizenship or 

residence of either, except­

21 "(1) Agricultural labor (as defined in subsection, 

22 (); 

23 "(2) Domestic service in a private home, local 

24 college club, or local chapter of a college fraternity or 

sorority; 
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1 "(3) Casual labor not in the course of the cm­

2 plover's trade or business; 

3 "(4) Service performed as an officer or member 

4 of the crew of a vessel on the navigable waters of the 

United States; 

6 " (5) Service performed by an individual in the 

7 employ of his son, daughter, or spouse, and service 

8 performed by a child under the age of twenty-one in 

9 the employ of his father or mother; 

" (6) Service performed in the employ of the 

11 United States Government or of an instrumentality of 

12 the United States which is (A) wholly owned by the 

13 United States, or (B) exempt from the tax imposed by 

14 section 1600 by virtue of any other provision of law; 

" (7) Service performed in the employ of a State, 

16 or any political subdivision thereof, or any instrumen­

17 tality of any one or more of the foregoing which is 

18 wholly owned by one or more States or political subdivi­

19 sions; and any service performed in the employ of 

any instrumentality of one or more States or political 

21 subdivisions to the extent that the instrumentality is, 

22 with respect to such service, immune under the Consti­

23 tution of the United States from the tax imposed by 

24 section 1600; 

" (8) Service performed in the employ of a corpora­

26 tion, community chest, fund, or foundation, organized 
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and operated exclusively for religious, charitable, scien­

tific, literary, or educational purposes, or for the pre­

vention of cruelty to children or animals, no part of the 

net earnings of which inures to the benefit of any private 

shareholder or individual, and no substantial part of the 

activities of which is carrying on propaganda, or other­

wise attempting, to influence legislation; 

" (9) Service performed by an individual as an 

employee or employee representative as defined in section 

1 of the Railroad Unemployment Insurance Act; 

"(10) (A) Service performed in any calendar 

quarter in the employ of any organization exempt from 

income tax under section 101, if­

" (i) the remuneration for such service does not 

exceed $45, or 

" (ii) such service is in connection with the 

collection of dues or premiums for a fraternal bene­

ficiary society, order, or association, and is per­

formed away from the home office, or is ritualistic 

service in connection with any such society, order, 

or association, or 

" (iii) such service is performed by a student 

who is enrolled and is regularly attending classes at 

a school, college, or university; 

" (B) Service performed in the employ of an agri­

cultural or horticultural organization; 
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1 "(C) Service perfon-ned in the employ of a vohtii­

2 tary employees' beneficiary association providing for the 

3 payment of life, sick, accident, or other benefits to the 

4 members of such association or their dependents, if (i) no 

5 part of its net earnings inures (other than through such 

6 payments) to the benefit of ahy private shareholder or 

7 individual, and (ii) 85 per centum. or more of the income 

8 consists of amounts collected from members for the sole 

9 purpose of making such payments and meeting expenses; 

10 "(D) Service performed in the employ of a volun­

11 tary employees' beneficiary association providing for the 

12 payment of life, sick, accident, or other benefits to the 

13 members of such association or their dependents or des­

14 ignated beneficiaries, if (i) admission to membership in 

:15 such association is limited to individuals who are em­

16 ployees of the United States Government, and (ii) no 

17 part of the net earnings of such association inures (other 

18 than through such payments) to the benefit of any 

19 private shareholder or individual; 

20 "(E) Service performed in any calendar quarter 

21 in the employ of a school, college, or university, not 

22 exempt from income tax under section 101, if such 

23 service is performed by a student who is enrolled and is 

24 regularly attending classes at such school, college, or 

25 university, and the remuneration for such service does 

26 not exceed $45 (exclusive of room, boaxd, and tuition) ; 
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1 "1)Servicc performed in the employ of a foreign 

2 goveriimcit (including service as a consular or other 

3 officer or employee or a nondiplonmatic representative) 

4 or 

"(12) Service performed in the employ of an instra­

6 mentality wholly owned by a foreign government­

17 "(A) If the service is of a character similar to 

8 that performed in foreign countries by employees 

9 of the United States Government or of an instru­

mentality thereof; and 

11 " (B) If the Secretary of State shall certify to 

12 the Secretary of the Treasury that the foreign gov­

13 ermient, with respect to whose instrumentality ex­

14 emption is claimed, grants an equivalent exemption 

with respect to similar service performed in the for­

16 eign country by employees of the United States 

17 Government and of instrumentalities thereof: 

18 "(13) Service performed as a student nurse in the 

19 employ of a hospital or a nurses' training school by an 

individual who is enrolled and is regularly attending 

21 classes in a nurses' training school chartered or approved 

22 pursuant to State law; and service performed as an 

23 interne in the employ of a hospital by an individual who 

24 has completed a four years' course in a medical school 

chartered or approved pursuant to State law..
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1 "(d) INCLUDED AND EXCLUDED SERVICE.-If the 

2services performed during one-half or more of any pay 

3period by an employee for the person employing him consti­

4 Lute employment, all the services of such emiployee for such 

5 period shall be deemed to be employment; but if the services 

6 performed during more than one-h~lf of any such pay period 

7 by an employee for the person employing him do not con­

8 stitute employment', then none of the services of such em­

9 ployee for such period shall be deemed to be employment. 

10 As used in this subsection the term 'pay period' means a 

II period (of not more than thirty-one consecutive days) for 

12 which a payment of remuneration is ordinariy made to the 

103 employee by the person employing him. This subsection 

:14 shall not be applicable with respect to services performed for 

15 an employer in a pay period, where any of such service is 

16 excepted by paragraph (9) of subsection (c). 

17 "(e) STATE AGENcy.-The term 'State agency' means 

:18 any State officer, board, or other authority, designated 

19 under a. State law to administer the unemployment fund in 

20 such State. 

21 " (f) UNEMPLOYMENT FuNDn.-The term 'unemploy­

22 ment fund' means a special fund, established under a State 

23 law and administered by a State agency, for the pay~­

24 ment of compensation. Any sums standing to the account 

25 of the State agency in the Unemployment Trust Fund 
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1 established by section 904 of the Social Security Act, as 

2 amended, shall be deemed to be a part of the unemployment 

3 fund of the State, and no sums paid out of the Unemnploy­

4 ment Trust Fund to such State agency shall cease to be a 

5 part of the unemployment fund of the State until expended 

6 by such State agency. An unemployment fund shall be 

'7 deemed to be maintained during a taxable year only if 

8 throughout such- year, or such portion of the year as the 

9 unemployment fund was in existence, no part of the moneys 

10 of such fund was expended for any purpose other than the 

11 payment of compensation (exclusive of expenses of adrnin­

12 istration) and for refunds of sums erroneously paid into 

13 such fund and refunds paid in accordance with the pro­

14 visions of section 1606 (b). 

15 " (g) CONTRnBUTIONS.-The term 'contributions' means 

16 payments required by a State law to be made into an un­

1L7 employment fund by any person on account of having 

-18 individuals in his employ, to the extent that such payments 

19 are made by him without being deducted or deductible from 

20 the remuneration of individuals in his employ. 

21 "1(h) COMPENSATION.-The term 'compensation' means 

22 cash benefits payable to individuals with respect to their 

23 unemployment. 

24 " (i) EMPLonYE.-The term 'employee' includes an 

25 officer of a corporation. 
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1 "(j) STATE.-Th~e teirm 'State' includes Alaska, Hlawajii 

~J and the District of Columbia. 

3 " (k) PERSON.-The term 'person' means an individual, 

4 a trust or estate, a partnership, or a corporation. 

5 " (1) AGRICULTURAL LABOR.-The term 'agricultural 

6 labor' includes all service perforped­

7 " (1) On a farm, in the, employ of any person, in 

8 connection with cultivating the soil, or in connection with 

9 raising or harvesting any agricultural or horticultural 

10 commodity, including the raising, feeding, and manage­

11 ment of livestock, bees, poultry, and fur-bearing animals. 

12 " (2) In the employ of the owner or tenant of a 

13. farm, in connection with the operation, management, or 

14 maintenance of such farm, if the major part of such 

15 service is performed on a farm. 

16 "(3) In connection with the production or harvest­

17 ing of maple sirup or maple sugar or any commodity 

18 defined as an agricultural commodity in section 15 (g) 

19 of the Agricultural Marketing Act, as amended, or in 

20 connection with the raising or harvesting of mushrooms, 

21 or in connection with the hatching of poultry, or in 

22 connection with the ginning of cotton. 

23 " (4) In handling, drying, packing, packaging, 

24 processing, freezing, grading, storing, or delivering to 

25 storage or to market or to a carrier for transportation 
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1 to miarket, anyN agricultural or horticultural comimodityv; 

2 buit only if such service is performed as an incident to 

3 ordinar-y farming operations or, in the case of fruits and 

4 vegetables, as an incident to the preparation of such 

5 fruits or vegetables for mark-et. The provisions of this 

6 paragraph shall not be deemed to. be applicable with re­

spect to service performed in connection with commer­

8 cial canning or commercial freezing or in connection 

9 with any agricultural or horticultural commodity after 

10 its delivery to a terminal mnarket for distribution for 

11 consumption. 

12 "As used in this subsection, the term 'farm' includes 

13 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

14 farms, plantations, ranches, nurseries, ranges, greenhouses 

15 or other similar structures used 'primarily for the raising of 

1-6 agricultural or horticultural, commodities, and orchards." 

17 SEc. 615. Subchapter C of chapter 9 of the Internal 

is Revenue Code is amended by adding at the end thereof the 

19 following new section: 

20 "SEc. 1611. This subchapter may be cited as the 'Fed­

21 eral Unemployment Tax Act'." 

22 TITLE YII-AMENDAIENTS TO TITLE X OF THE 

23 SOCIAL SECURITY ACT 

24 SEC. 701. (a) Clause (5) of section 1002 (a) of the 

25 Social Security Act is amended to read as follows: "(5) 
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I provide such methods of administration (other than those 

2 relating to selection, tenure of office, and compensation of 

30 personnel) as are found by the Board to be necessary for 

4 the proper and efficient operation of the plan." 

(b) Effective July 1, 1941, section 1002 (a) of such 

6) Act is further amended by inserting before the period at the 

7 end thereof a semicolon and the following new clauses: 

8 " (8) provide that the State agency shall, in determining 

-9need, take into consideration any other income and resources 

of an individual claiming aid to the blind; and (9) provide 

1-1 safeguards which restrict the use or disclosure of information 

12 concerning applicants and recipients to purposes directly 

13 connected with the administration of aid to the blind". 

14 Smc. 702. Effective January 1, 1940, section 1003 of 

such Act is amended to read as follows: 

16 "PAYME NT TO STATES 

-17 "SEC. 1003. (a) From the sums appropriated therefor, 

18 the Secretary of the Treasury shall pay to each State which 

19 has an approved plan for aid to the blind, for each quarter, 

beginning with the quarter commencing January 1, 1940, 

21 (1) an amount, which shall be used exclusively as aid to 

22 thc blind, equal to one-half of the total of the sums expended 

23 during such quarter as aid to the blind under the State plan 

24 with respect to each needy individual who is blind and is 

not an inmate of a public institution, not counting so much 
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1 of such expenditure with respect to any individual for any 

2 month as exceeds $30, and (2) 5 per centum of such 

3 amount, which shall be used for paying the costs of admin­

4 istering the State plan or for aid to the blind, or both, and 

5 for no other purpose. 

6 "(b) The method of computing and paying such 

7 amounts shall be as follows: 

8 " (1) The Board shall, prior to the beginning of 

9 each quarter, estimate the amount to be paid to the State 

10 for such quarter under the provisions of clause (1) of 

II subsection (a), such estimate to be based on (A) a 

12 report filed by the State containing its estimate of the 

13 total sum to be expended in such quarter in accordance 

14 with the provisions of such clause, and stating the amount 

15 appropriated or made available by the State and its polit­

16 ical subdivisions for such expenditures in such quarter, 

17 and if such amount is less than one-half of the total sum 

18 of such estimated expenditures, the source or sources 

19 from which the difference is expected to be derived, (B) 

20 records showing the number of blind individuals in the 

21 State, and (C) such other investigation as the Board 

22 may find necessary. 

23 " (2) The Board shall then certify to the Secretary 

24 of the Treasury the amount so estimated by the Board, 

25 (A) reduced or increased, as the case may be, by any
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1 sum by which it finds that its estimate for ally prior 

2 quarter was greater or less than the amount which 

3 should have been paid to the State under clause (1) of 

4 sulbsection (a) for suc11 quarter, and (B) reduced by a 

sum equivalent to the pro rata share to which the United 

6 States is equitably entitled, as determined by tile Board, 

7 of the net amount recovered during a prior quarter by 

8 the State or any political subdivision thereof with respect 

9 to aid to the blind furnished under the State plan; except 

that such increases or reductions shall not be made to the 

11 extent that such sunis have been applied to make the 

12 amount certified for any prior quarter greater or less 

13 than the amount estimated by the Board for such prior 

14 quarter: Provided, That any part of the amount recov­

ered from the estate of a deceased recipient which is not 

16 in excess of the amount expended by the State or any 

17 political subdivision thereof for the funeral expenses 

18 of the deceased shall not be considered as a basis for 

19 reduction under clause (B) of this paragraph. 

" (3) The Secretary of the Treasury shall there­

21 upon, through the Division of Disbursement of the Treas­

22 ury Department, and prior to audit or settlement by the 

23 General Accounting Office, pay to the State, at the time 

24 or times fixed by the Board, the amount so 'certified, in­

creased by 5 per centum." 
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1 SEc. 703. Section 1006 of such Act is amended to read 

2 as follows: 

3 "SECo. 1006. When used in this title the term 'aid to 

4 the blind' means money payments to blind individuals who 

are needy." 

6 TITLE VIII-AMIENDMENTS TO TITLE XI OF THE 

7 SOCIAL SECURITY ACT 

8 SEC. 801. Effective January 1, 1940­

9 (a) clause (1) of section 1101 (a) of such Act is 

amended to read as follows: " (1) The term 'State' (except 

11 when used in section 531) includes Alaska, Hawaii, and the 

12 District of Columbia, and when used in titles V and VI of 

13 such Act (including section 531) includes Puerto Rico."~ 

14 (b) section 1101 (a) is further amended by striking out 

paragraph (6) and inserting in lieu thereof the following: 

16 " (6) The termn 'employee' includes an officer of a corpo­

17 ration. It also includes any individual who, for remuneration 

18 (by way of commission or otherwise) under an agreement 

19 or agreements contemplating a series of simnilar transactions, 

secures applications or orders or otherwise personally per­

21 forms services as a salesman for a person in furtherance of 

22 such person's trade or business (but who is not an employee 

23 of such person under the law of master and servant) ; unless 

24 (A) such services are performed as a part of such individual's 

business as a broker or. factor and, in furtherance of such 

H. R. 6635-7 
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1 business as broker or factor, similar services are performed 

2 for other persons and one or more, employees of such broker 

3 or factor perform a substantial part of such services, or (B) 

4 such services are casual services not in the course of such 

5 individual's principal trade, business, or occupation. 

6 " (7) The term 'employer' includes any person for whom 

7 an individual performs any service of whatever nature as 

S his employee." 

9 SEC. 802. Title XI of such Act is further amended by 

10 adding at the end thereof the following new sections: 

11 "DISCLOSURE OF INFORMATION IN POSSESSION OF BOARD 

12 "SE~C. 1106. No disclosure of any return or portion of 

13 a return (including information returns and other written 

14 statements) filed with the Commissioner of Internal Revenue 

15 under title VIII of the Social Security Act or the Federal 

16 Insurance Contributions Act or under regulations made under 

17 authority thereof, which has been transmitted to the Board by 

18 the Commissioner of Internal Revenue, or of any file, record, 

19 report, or other paper, or any information, obtained at any 

20 time by the Board or by any officer or employee of the Board 

21 in the course of discharging the duties of the Board, and 

22 no disclosure of any such file, record, report, or other 

23 paper, or information, obtained at any time by any person 

24 from the Board or from any officer or employee of the Board, 

25 shall be made except as the Board may by regulations pre­
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1 scribe. Any person who shall violate any provision of thi's 

2 section shall be deemed guilty of a misdemeanor a-id, upon 

3 conviction thereof, shall be punished by a fine not exceeding 

4 $1,000, or by imprisonment not exceeding one year, or both. 

5 "~PENALTY FOR FRAUD 

6 "SEC. 1107. (a) Whoever, with the intent to defraud 

'7 any person, shall make or cause to be made any false rep­

8 resentation concerning the requirements of this Act, the Fed­

9 eral Insurance Contributions Act, or the Federal Unemploy­

10 ment Tax Act, or of any rules or regulations issued there­

1-1 under, knowing such representations to be false, shall be 

1-2 deemed guilty of a misdemeanor, and, upon conviction 

13 thereof, shall be punished by a fine not exceeding $1,000, or 

14 by imprisonment not exceeding one year, or both. 

15 "(b) Whoever, with the intent to elicit information as 

16 to the date of birth, employment, wages, or benefits of any 

17 individual (1) falsely represents to the Board that he is 

18 such individual, or the wife, parent, or child of such indi­

19 vidual, or the duly authorized agent of such individual, or 

20 of the wife, parent, or child of such individual, or (2) falsely 

21 represents to any person that he is an employee or agent of 

22 the United States, shall be deemed guilty of a misdemeanor, 

23 and, upon conviction thereof, shall be punished by a fine not 

24 exceeding $1,000, or by imprisonment not exceeding one 

~25 year, or both.", 
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1 TITLE IX-MISCELLANEOUS PROVISIONS 

2 SEC. 901. No provision of this Act shall he construed as 

3 amending or altering the effect of section 13 (b) , (c), (d) , 

4 (e), or (f) of the Railroad Unemployment Insurance Act. 

5 SEC. 902. (a) Against the tax imposed by section 901 

6 of the Social Security Act for the calendar year 1936, 

7 1937, or 1938, any taxpayer shall be allowed credit for 

8 the amount of contributions, with respect to employment 

9 during such year, paid by him into an unemployment fund 

10 under a State law­

11 (1) Before the sixtieth day after the date of the 

12 enactment of this Act; 

13 (2) On or after such sixtieth day, with respect~to 

14 wages paid after the fortieth day after such date of 

15 enactment; 

16 (3) Without regard to the date of payment, if the 

17' assets of the taxpayer are, at any time during the fifty~­

18 nine-day period following such date of enactment, in 

19 the custody or control of a receiver, trustee, or other 

.20 fiduciary appointed by, or under the control of, a court 

21 of competent jurisdiction. 

22 (b) Upon the payment of contributions into the unem­

23 ployment fund of a State which are required under the 

24 unemployment compensation law of that State with respect 

25 to remuneration on the basis of which, prior to such pay~­
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1 ment into the proper fund, the taxpayer erroneously paid 

2 an amount as contributions under another unemployment 

3 compensation law, the payment into the proper fund shall, 

4 for purposes of credit against the tax imposed by section 901 

5 of the Social Security Act for the calendar years 1936, 

6 1937, and 1938, respectively, be deemed tQ have been made 

7 at the time of the erroneous payment. If, by reason of such 

8 other law, the taxpayer was entitled to cease paying contribu-a 

9 tions with respect to services subject to such other law, the 

10O payment into the proper fund shall, for purposes of credit 

11 against the tax, be deemed to have been made on the date 

12 the return for the taxable year was filed under section 905 

130 of the Social Security Act. 

14 (c) The provisions of the Social Security Act in force 

15 prior to February 11, 1939 (except the provisions limiting 

16 the credit to amounts paid before the date of filing returns) 

17 shall apply to allowance of credit under subsections (a), 

18 (b), and (h), and the terms used in such subsections shall 

19 have the same meaning as when used in title IX of the Social 

20 Security Act prior to such date. The total credit allowable 

21 against the tax imposed by section 901 of such Act for the 

22 calendar years 1936, 1937, and 1938, respectively, shall not 

23 exceed 90 per centum of such tax. 

24 (d) Refund of the tax (including lenalty and interest 

25 collected with respect thereto, if any), based on any credit 
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.1 allowable under subsections (a) , (b) , and (h) , may be made 

2 in accordance with the provisions of law applicable in the 

3 case of erroneous or illegal collection of the tax. No interest 

4 shall be allowed or paid on the amount of any such refund. 

(e) Notwithstanding the provisions of section 1601 (a) 

6 (2) of the Internal Revenue Code, as amended, credit shall 

7 be permitted under such section 1601, against the tax for 

8 the taxable year in which remuneration is paid for services 

9 rendered during a prior year, for the amounts of contribu­

tions with respect to such remuneration which have not been 

11 credited against the ta~x for any prior taxable year. Credit 

12 shall be permitted under this subsection only against the tax 

13 for the years 1940, 1941, and 1942, and only for contribu­

14 tions with respect to remuneration for services rendered after 

December 31, 1938. 

16 (f) No tax shall be collected under title VIII or IX 

17 of the Social Security Act or under the Federal Insurance 

18 Contributions Act or the Federal Unemployment Tax Act, 

19 with respect to services rendered prior to January 1, 1940, 

which are described in subparagraphs (11) and (12) of 

21 sections 1426 (b) and 1607 (c) of the Internal Revenue 

22 Code, as amended, and any such tax heretofore collected 

23 (including penalty and imterest with respect thereto, if any) , 

24 shall be refunded in accordance with the provisions of law 

applicable in the case-of erroneous or illegal collection of the 
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1L tax. No interest shall be ,allowed or paid on the amount of 

2 any such refund. No payment shall be made under title II of 

3 the Social Security Act with respect to services rendered prior 

4 to January 1, 1940, which are described in subparagraphs 

5 (11) and (12) of section 209 (b) of such Act, as amended. 

6 (g) No lump-sum payment shall be made under the pro­

7 visions of section 204 of the Social Security Act after the 

8 date of enactment of this Act, except to the estate of an indi­

9 vidual who dies prior to January 1, 1940. 

10 (h) Notwithstanding the provision of section 907 (f) 

11 of the Social Security Act limiting the term "contributions" 

12 to payments required by a State law, credit shall be permitted 

1.3 against the tax imposed by section 901 of such Act for the 

14 calendar year 1936 or 1937, for so much of any payments 

15 made as contributions for such year into the unemployment 

16 fund of a State which are held by the highest court of such 

17 State not to be required payments under the unemployment 

18 compensation law of such State if they are not returned to 

19 the taxpayer. So much of such payments as are not so 

20 returned shall be considered to be "contributions" for the 

21 purposes of section 903 of such Act. The periods of limita­

22tins prescribed by section 3312 (a) of the Internal Revenue 

23Code shall not begin to run, in the case of the tax for such 

24year of any taxpayer to whom any such payment is returned, 

25until the last such payment is returned to the taxpayer. 
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SFa. 903. Section 1430 of the Internal Revenue Code is 

2 amended by striking out "3762" and inserting in lieu thereof 

3 "13661"-. 
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A BILL
 
To amend the Social Security Act, and for other purposes. 

1 Be it enacted by the Senate and House of Representa­

2 lives of the United States of America in Congqress assembled, 

3 That this Act may be cited as the "Social Security Act 

4 Amendments of 1939." 

5 TITLE I-AMENDMENTS TO TITLE I OF THE 

6 SOCIAL SECURITY ACT 

7 SEC. 101. Section 2 (a) of the Social Security Act is
 

8 amended to read as follows:
 

9 " (a) A State plan for old-age assistance must (1)
 

10 provide that it shall be in effect in all political subdivisions
 

11 of the State, and, if administered by them, be mandatory
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upon them; (2) provide for financial participation by the 

State; (3) either provide for the establishment or designa­

tion of a single State agency to administer the plan, or pro­

vide 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 for old-

age assistance is denied, an opportunity for a fair hearing 

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 proper and efficient 

operation of the plan; (6) provide that the State agency 

will make such reports, in such form and containing such 

information, as the Board may fromh 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; (7) effective July 1, 1941, 

provide that the State agency shall, in determining need, 

take into consideration any other income and resources of 

an individual claiming old-age assistance; and (8) effective 

July 1, 1941, provide safeguards which restrict the use or 

disclosure of information concerning applicants and recipients 

to purposes directly connected with the administration of 

old-age assistance." 
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SEC. 102. Effective January 1, 1940, section 3 of such 

Act is amended to read as follows: 

"IPAYMENT TO STATES 

"SEC. 3. (a) From the sums appropriated theref or, 

the Secretary of the Treasury shall pay to each State which 

has an approved plan for old-age assistance, for each quar­

ter, beginning with the quarter commencing January 1, 1940, 

(1) an amount, which shall be used exclusively as old-age 

assistance, equal to one-half of the total of the stums ex­

pended during such quarter as old-age assistance under the 

State plan with respect to each needy 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 count­

ing so much of such expenditure with respect to any indi-. 

vidual for any month as exceeds .$40, and (2) 5 per centumn 

of such amount, which shall be used for paying the costs of. 

adminisfering 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 
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1 report filed by the State containing its estimate of the 

2 total sum to be expended in such quarter in accordance 

3 with the provisions of such clause, and stating the 

4 amount appropriated or made available by the State 

5 and its political subdivisions for such expenditures in 

6 such quarter, and if such amount is less than one-half of 

7 the total sum of such estimated expenditures, the source 

8 or sources from which the difference is expected to be 

9 derived, (B) records showing the number of aged indi­

10 viduals in the State, and (C) such other investigation 

1i as the Board may find necessary. 

.12 " (2) The Board shall then certify to the Secretary 

13 of the Treasury the amount so estimated by the Board, 

14 (A) reduced or increased, as the case may be, by any 

15 sum by which it finds that its estimate for any prior 

16 quarter was greater or less than the amount which 

17 should have been paid to the State under clause (1) of 

18 subsection (a) for such quarter, and (B) reduced by 

19 a sum equivalent to the pro rata share to which the 

20 United States is equitably entitled, as determined by the 

21 Board, of the net amount recovered during any prior 

22 quarter by the State or any political subdivision thereof 

23 with respect to old-age assistance furnished under the 

2;4 State plan; except that such increases or reductions shall 

25 not be made to the extent that such sums have been 



1 applied to make the amount certified for any prior quarter 

2 greater or less than the amount estimated by the Board 

3 for such prior quarter: Provided, That any part of 

4 the a-mount recovered from the esthte of a deceased 

5 recipient which is not in excess of the amount expended 

6 by the State or any political subdivision thereof for the 

'7 funeral expenses of the deceased shall not be considered 

8 as a basis for reduction under clause (B) of this para­

9 graph. 

10 " (3) The Secretary of the Treasury shall there­

11 upon, through the Division of Disbursement of the 

12 Treasury Department and prior to audit or settlement by 

13 the General Accounting Office, pay to the State, at the 

14 time or times fixed by the Board, the amount so certi­

15 fled, increased by 5 per centum." 

16 SEc. 103. Scction 6 of such Act is amended to read as 

17 follows: 

18 "SEC. 6. When used in this title the term 'old-age 

19 assistance' means money payments to needy aged imdi­

20 viduals." 

21 TITLE I1-AMENDMENT TO TITLE II OF TILE 

22 SOCIAL SECURITY ACT 

23 SEC. 201. Effective January 1, 1940, title II of such 

24 Act is amended to read as follows: 
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1 "TITLE II-FEDERAL OLD-AGE AND SURVIVOR 

2 INSURANCE BENEFITS 

3 "9FEDERAL OLD-AGE AND SURVIVOR INSURANCE TRUST 

4 FUND 

"SEC. 201. (a) There is hereby created on the books 

6 of the Treasury of the United States a trust fund to be known 

'7 as the 'Federal Old-Age and Survivor Insurance Trust 

8 Fund' (hereinafter in this title called the 'Trust Fund'). 

9 The Trust Fund shall consist of the securities held by the 

Secretary of the Treasury for the Old Age Reserve Account 

11 and the amount standing to the credit o{ the Old Age Re­

12 serve Account on the books of the Treasury on January 1, 

13 1940, which securities and. amount the Secretary of the 

14 Treasury is authorized and directed to transfer to the Trust 

Fund, and, in addition, such amounts as may be appro­

16 priated to the Trust Fund as hereinafter provided. There is 

17 hereby appropriated to the Trust Fund for the fiscal year 

18 ending June 30, 1941, and for each fiscal year thereafter, out 

19 of any moneys in the Treasury not otherwise appropriated, 

amounts equivalent to 100 per centum of the taxes (includ­

21 ing interest, penalties, and additions to the taxes) received 

22 under the Federal Insurance Contributions Act and covered 

23 into the Treasury. 

24 "(b) There is hereby created a body to be known as the 

Board of Trustees of the Federal Old-Age and Survivor 
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Insurance Trust Fund (hereinafter in this title called the 

'Board of Trustees') which Board of Trustees shall be corn-

posed of the Secretary of the Treasury, the Secretary of 

Labor, and the Chairman of the Social Security Board, all 

ex officio. The Secretary of the Treasury shall be the Man­

aging Trustee of the Board of Trustees (hereinafter in this 

title called the 'Managing Trustee'). It 'shall be the duty 

of the Board of Trustees to­

"(1) Hold the Trust Fund; 

"(2) Report to the Congress on the first day of 

each regular session of the Congress on the operation 

and status of the Trust Fund during the preceding 

fiscal year and on its expected operation and status 

during the next ensuing five fiscal years; 

" (3) Report immediately to the Congress whenever 

the Board of Trustees is of the opinion that during 

the ensuing five fiscal years the Trust Fund will exceed 

three times the highest annual expenditures anticipated 

during that five-fiscal-year period, and whenever the 

Board of Trustees is of the opinion that the amount of 

the Trust Fund is unduly small. 

The report provided for in paragraph (2) above shall in­

clude a statement of the assets of, and the disbursements made 

from, the Trust Fund during the preceding fisca year, an 

estimate of the expected ftutire income to, and disbursements 
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1L to be made from, the Trust Fund during each of the next 

2 ensuing five fiscal years, and a statement of the actuarial 

3 status of the Trust Fund. 

4 " (c) It shall be the duty of the Managing Trustee to 

invest such portion of the Trust Fund as is not, in his judg­

6 ment, required to meet current withdrawals. Such invest­

7 ments may be made only in interest-bearing obligations of 

8 the United States or in obligations guaranteed as to both 

9 principal and interest by the United States. For such pur­

pose such obligations may be acquired (1) on original issue 

11j at par, or (2) by purchase of outstanding obligations at the 

12 market price. The purposes for which obligations of the 

1-3 United States may be issued under the Second Liberty Bond 

14 Act, as amended, are hereby extended to authorize the 

issuance at par of special obligations exclusively to the Trust 

16 Fund. Such special obligations shall bear interest at a rate 

17 equal to the average rate of interest, computed as to the end 

18 of the calendar month next preceding the date of such issue, 

19 borne by all interest-bearing obligations of the United States 

then foirming a part of the Public Debt; except that where 

21 such average rate is -not a multiple of one-eighth of 1 per 

22 centumn, the rate of interest of such special obligations shall 

23 be the multiple of one-eighth of 1 per centum. next lower than 

24 such average rate. Such special obligations shall be issued 

only if the Managing Trustee determines that the purchase of 
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1 other interest-bearing obligations of the United States, or of 

2 obligations guarantecd as to both principal and interest by 

3 the United States on original issue or at the market price, 

4 is not in the public interest. 

5 " (d) Any obligations acquired by the Trust Fund (ex­

6 cept special obligations issued exclusively to the Trust Fund) 

'7 may be sold by the Managing Trustee at the market price, 

8 and such special obligations may be redeemed at par plus 

9 accrued interest. 

10 " (e) The interest on, and the proceeds from the sale 

11 or redemption of, any obligations held in the Trust Fund 

12 shall be credited to and form a part of the Trust Fund. 

13 " (f) The Managing Trustee is directed to pay each 

14 month from the Trust Fund into the Treasury the amount 

15 estimated by him and the Chairman of the Social Security 

16 Board which will be expended during the month by the 

17 Social Security Board and the Treasury Department for the 

18 administration of Title II and Title VITI of this Act, and 

19 the Federal Insurance Contributions Act. Such payments 

20 shall be covered into the Treasury as miscellaneous receipts. 

21 If it subsequently appears that the estimates in any par­

22 ticular month were too high or too low, appropriate adjust­

23 ments shall be made by the Managing Trustee in future 

24 monthly payments. 
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1 "(g) All amounts credited to the Trust Fund shall'be 

2 available for making payments required under this title. 

3 "cOLD-AGE AND SURVIVOR INSURANCE BENEFIT PAYMENTS 

4 "Primary Insurance Benefits 

5 "SEC. 202. (a) Every individual, who (1) is a fully 

6 insured individual (as defined in section 209 (g) ) after 

7 December 31, 1939, (2) has attained the age of sixty-five, 

8 and (3) has filed application for primary insurance benefits, 

9 shall be entitled to receive a primary insurance benefit (as 

10 defined in section 209 (e) ) for each month, beginning with 

11 the month in which such individual becomes so entitled to 

1.2 such insurance benefits and ending with the month preceding 

13 the month in which he dies. 

14 "Wife's Insurance Benefits 

15 "(b) (1) Every wife (as defined in section 209 (i) ) of 

16 an individual entitled to primary insurance benefits, if such 

17 wife (A) has attained the age of sixty-five, (B) has ifiled ap­

18 plication for wife's insurance benefits, (C) was living with 

19 such individual at the time such application was filed, and 

20 (ID) is not entitled to receive primary insurance benefits, or is 

21 entitled to receive primary insurance benefits each of which 

22 is less than one-half of a primary insurance benefit of her 

23 husband, shall be entitled to receive a wife's insurance 

2~4 benefit for each month, beginning with the month in which 

2.5 she becomes so entitled to such insurance benefits, and ending 
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with the month immediately preceding the first month in 

which any of the following occurs: she dies, her husband dies, 

they are divorced a vincuilo matrimonii, or she becomes 

entitled to receive a primary insurance benefit equal to or 

exceeding one-half of a primary insurance benefit of her 

husband. 

" (2) Such wife's insurance benefit for each month shall 

be equal to one-half of a primary insurance benefit of her 

husband, except that, if she is entitled to receive a primary 

insurance benefit for any month, such wife's insurance benefit 

for such month shall be reduced by an amount equal to a 

primary insurance benefit of such wife. 

"Child's Insurance Benefits 

"(c) (1) Every child (as defined in section 209 (k)) 

of an individual entitled to primary insurance benefits, or 

of an individual who died a fully or currently insured indi­

vidual (as defined in section 209 (g) and (h) ) after IDe­

cember 31, 1939, if such child (A) has filed application for 

child's insurance benefits, (B) at the time such application 

was filed was unmarried and had not attained the age of 18, 

and (C) was dependent upon such individual at the time 

such application was filed, or, if such individual has died, was 

dependent upon such individual at the time of such individ­

ual's death, shall be entitled to receive a child's insurance 
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1 benefit for each month, beginning with the month in which 

2 such child becomes so entitled to such insurance benefits, and 

3 ending with the, month immediately preceding the first month 

4 in which any of the following occurs: such child dies, marries, 

5 is adopted, or attains the age of eighteen. 

6 " (2) Such child's insurance benefit for each month shall 

7 be equal to one-ha,,lf of a primary insurance benefit of the 

8 individual with respect to whose wages the child is entitled 

9 to receive such benefit, except that, when there is more than 

10 one such individual such benefit shall be equal to one-half 

11 of whichever primary insurance benefit is greatest. 

12 " (3) A child shall be deemed dependent upon a father 

13 or adopting father, or to have been dependent upon such 

14 individual at the time of the death of such individual, unless, 

15 at the time of such death, or, if such individual was living, 

.16 at the time such child's application for child's insurance 

17 benefits was filed, such individual was not living with or 

18 contributing to the support of such child and­

19 " (A) such child is neither the legitimate nor 

20 adopted child of such individual, or 

21 " (B) such child had been adopted by some other 

22 individual, or 

23 " (C) such child, at the time of such individual's 

24 death, was living with and supported by such child's 

25 stepfather. 
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"(4) A child shall be deemed dependent upon a mother, 

adopting mother, or stepparent, or to have been dependent 

upon such individual at the time of the death of such indi­

vidual, only if, at the time of such death, or, if such 

individual was living, at the time such child's application 

for child's insurance benefits was filed, no parent other than 

such individual was contributing to the support of such child 

and such child was not living with its father or adopting 

father. 

"Widow's Insurance Benefits 

"(d) (1) Every widow (as defined in section 209 (j)) 

of an individual who died a fully insured individual after 

December 31, 1939, if such widow (A) has not remarried, 

(B) has attained the age of sixty-five, (C) has filed appli­

cation for widow's insurance benefits, (D) was living with 

such individual at the time of his death, and (E) is not 

entitled to receive primary insurance benefits, or is entitled to 

receive primary insurance benefits each of which is less than 

three-fourths of a primary insurance benefit of her husband, 

shall be entitled to receive a widow's insurance benefit for 

each month, beginning with the month in which she becomes 

so entitled to such insurance benefits and ending with the 

month immediately preceding the first month in which any 

of the following occurs: she remarries, dies, or becomes 

entitled to receive a primary insurance benefit equal to or 
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1 exceeding three-fourths of a primary insurance benefit of 

2 her husband. 

13 "(2) Such widow's insurance benefit for each month 

4 shall be equal to three-fourths of a primary insurance benefit 

of her deceased husband, except that, if she is entitled to 

6 receive a primary insurance benefit for any month, such 

'7 widow's insurance benefit for such month shall be reduced 

8 by an amount equal to a primary insurance benefit of such 

9 widow. 

"Widow's Current Insurance Benefits 

11 "(e) (1) Every widow (as defined in section 209 (j)) 

12 of an individual who died a fully or currently insured indi­

13 vidual after December 31, 1939, if such widow (A) has not 

14 remarried, (B) is not entitled to receive a widow's insurance 

benefit, and is not entitled to receive primary insurance bene­

.16 fits, or is entitled to receive primary insurance benefits each 

17 of which is less than three-fourths of a primary insurance 

18 benefit of her husband, (C) was living with such indi­

19 vidual at the time of his death, (D) has filed application 

for widow's current insurance benefits, and (E) at the 

21 time of filing such application has in her care a child of 

22 such deceased individual entitled to receive a child's insur­

23 ance benefit, shall be entitled to receive a widow's current 

24 insurance benefit for each month, beginning with the month 

in which she becomes so entitled to such current insurance 



1 benefits and ending with the month immediately preceding 

2 the first month in which any of the following occurs: no child 

3 of such deceased individual is entitled to receive a child's in­

4 surance benefit, she becomes entitled to receive a primary 

5 insurance benefit equal to or exceeding three-fourths of a 

6 primary insurance benefit of her deceased husband, she be­

'7 comes entitled to receive a widow's insurance benefit, she 

8 remarries, she dies. 

9 " (2) Such widow's current insurance benefit for each 

10 month shall be equal to three-fourths of a primary insurance 

11 benefit of her deceased husband, except that, if she is entitled 

12 to receive a primary insurance benefit for any month, such 

13 widow's current insurance benefit for such month shall be 

14 reduced by an amount equal to a primary insurance benefit 

15 of such widow. 

16 "Parent's Insurance Benefit 

17 "(f) (1) Every parent (as defined in this subsection) 

18 of an individual who died a fully insured individual after 

19 December 31, 1939, leaving no widow and no unmarried 

20 surviving child under the age of eighteen, if such parent (A) 

21 has attained the age of sixty-five, (B) was wholly depend­

22 ent upon and supported by such individual at the time of 

23 such individual's death and filed proof of such dependency 

24 and support within two years of such. date of death, (C) has 
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1 not married since such individual's death, (D) is not entitled 

2 to receive any other insurance benefits under this section, or 

3 is entitled to receive one or more of such benefits for a month, 

4 but the total for such month is less than one-half of a primary 

insurance benefit of such deceased individual, and (E) has 

6 filed application for parent's , insurance benefits, shall be 

7 entitled to receive a parent's insurance benefit for each 

8 month, beginning with the month in which such parent be­

9 comes so entitled to such parent's insurance benefits and 

ending with the month immediately preceding the first 

11 month in which any of the following occurs: such parent dies, 

12 marries, or becomes entitled to receive for any month an 

13 insurance benefit or benefits (other than a benefit under this 

:14 subsection) in a total amount equal to or exceeding one-half 

of a primary insurance benefit of such deceased individual. 

.16 " (2) Such parent's insurance benefit for each month 

17 shall be equal to one-half of a primary insurance benefit of 

18 such deceased individual, except that, if such parent is en­

19 titled to receive an insurance benefit or benefits for any 

month (other than a benefit under this subsection) , such 

21 parent's insurance benefit for such month shall be reduced 

22 by an amount equal to the total of such other benefit or 

23 benefits for such month. When there is more than one such 

24 individual with respect to whose wages the parent is entitled 

to receive a parent's insurance benefit for a month, such 
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1 benefit shall be equal to one-half of whichever primary 

2 insurance benefit is greatest. 

3 " (3) As used in this subsection, the term 'parent' means 

4 the mother or father of an individual, a stepparent of an 

individual by a marriage contracted before such individual 

6 attained the age of sixteen, or an adopting parent by whom 

'7 an individual was adopted before he attained the age~of 

8 sixteen. 

9 "Lump-Sumn Death Payments 

"(g) Upon the death, after December 31, 1939, of 

11an individual who died a fully or currently insured indi­

12 vidual leaving no surviving widow, child, or parent who 

13 would, on filing application in the month in which such indi­

14 vidual died, be entitled to a benefit for such month under sub­

section (b) , (c) , (d) , (e) , or (f) of this section, an amount 

16 equal to six times a primary insurance benefit of such indi­

17 vidual shall be paid in a lump-sum to the following person 

18 (or if more than one, shall be distributed among thcm) 

19 whose relationship to the deceased is determined by the 

Board, and who is living on the date of such determination: 

21 To the widow or widower of the deceased; or, if no such 

22 widow or widower be then living, to any child or children of 

23 the deceased and to any other person or persons who are, 

24 under the intestacy law of the State where the deceased was 

domiciled, entitled to share as distributees with such children 

H. R. 6635-2 
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1. of the deceased, in such proportions as is provided by such 

2 law; or, if no widow or widower and no such child and no 

3 such other person be then living, to the parent or parents 

4 of the deceased and to any other person or persons who are 

5 entitled under such law to share as distributees with the 

6 parents of the deceased, in such proportions as is provided by 

7T such law. A person who is entitled to share as distributee 

8 with an above-named relative of the deceased shall not be 

9 precluded from receiving a payment under this subsection 

10 by reason of the fact that no such named relative sur­

11 vived the deceased or of the fact that no such named relative 

12 of the deceased was living on the date of such determmia­

13 tion. If none of the persons described in this subsection 

14 be living on the date of such determination, such amount 

15 shall be paid to any person or persons, equitably entitled 

16 thereto, to the extent and in the proportions that he or they 

1.7 shall have paid the expenses of burial of the deceased. No 

18 payment shall be made to any person under this subsection, 

1.9 unless application therefor shall have been filed, by or on 

20 behalf of any such person (whether or not legally comn­

21 petent) , prior to the expiration of two years after the date 

22 of death of such individual. 

23 APPLICATION 

24 "(h) An individual who would have been entitled to a 

25benefit under subsection (b),~(c),y (d) , (e) ,or (f) for any
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1 month had he ifiled application therefor prior to the end of 

2 such month, shall be entitled to such benefit for such month 

3 if he files application therefor prior to the end of the third 

4 month immediately succeeding such month. 

5 "REDUJCTION AND INCREASE OF INSURANCE BENEFITS 

6 "SEc. 203. (a) Whenever the benefit or total of benefits 

7 under section 202, payable for a month with respect to an 

8 individual's wages, exceeds (1) $85, or (2) an amount 

9 equal to twice a primary insurance benefit of such individual, 

10 or (3) an amount equal to 80 per centum of his average 

11 monthly wage (as defined in section 209 (f) ), whichever 

12 of such three amounts is least, such benefit or total of benefits 

13 shall, prior to any deductions under subsections (d), (e), 

:14 or (h), be reduced to such least amount. 

15 " (b) Whenever the benefit or total of benefits under sec­

16 tion 202 (or as reduced under subsection (a) ), payable for a 

17 month with respect to an individual's wages, is less than $10, 

18 such benefit or total of benefits shall, prior to any deduc­

19 tions under subsections (d) , (e) , or (h) , be increased 

20 to $10. 

21 " (c) Whenever a decrease or increase of the total of 

22 benefits for a month is made under subsection (a) or (b) 

23 of this section, each benefit shall be proportionately decreased 

24 or increased, as the case may be. 
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1. (d) Deductions shall be made from any payment under 

2 this title to which an individual is entitled, until the total of 

3 such deductions equals such individual's benefit or benefits for 

4 any month in which such individual: 

" (1) rendered services for wages of not less than 

6 $15; or 

7 " (2) if a child under eighteen and over sixteen 

8 years of age, failed to attend school regularly and the 

9 Board finds that attendance was feasible; or 

" (3) if a widow entitled to a widow's current in­

11 surance benefit, did not have in her care a cheild of hier 

12 deceased husband entitled to receive a child's insurance 

13 benefit. 

14 " (e) Deductions shall be made from any wife's or child's 

insurance benefit to which a wife or child is entitled, until 

16 the total of such deductions equals such wife's or child's 

17 insurance benefit or benefits for any month in which the 

18 individual, with respect to whose wages such benefit was pay­

19 able, rendered services for wages of not less than $15. 

" (f) If more than one event occurs in any one month 

21 which would occasion deductions equal to a benefit for such 

22 month, only an amount equal to such benefit shall be de­

23 ducted. 

24 " (g) Any individual whose benefits are subject to deduc-. 

tion under subsection (d) or (e), because of the occurrence 
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1 oIf an event enumerated therein, shall report such occurrence 

2 to the Board prior to the receipt and acceptance of an insur­

3ance benefit for the second month following the month in 

4 which such event occurred. Any such individual having 

5 knowledge thereof, who fails to report any such occur­

6 rence, shall suffer an additional deduction equal to that 

7 imposed under subsection (d) or (e) . 

8 " (h) Deductions shall also be made from any primary 

9 insurance benefit to which an individual is entitled, or from 

10 any other insurance benefit payable with respect to such 

-11 individual's wages, until '.such deductions total the amount 

12 of any lump sum paid to such individual under section 204 

13 of the Social Security Act in force prior to the date of enact­

14 ment of the Social, Security Act Amendments of 1939. 

15 (IOVERPAYMENTS AND UINDERPAYMENTS 

.16 "SEc. 204. (a) Whenever an error has been made 

17 wvith respect to payments to an individual under this title 

18 (including payments made prior to January 1, 1940), 

19 proper adjustment shall be made, under regulations pre­

20 scribed by the Board, by increasing or decreasing subsequent 

21 payments to which such individual is entitled. If such din­

22 vidual dies before such adjustment has been completed, adjust­

23 ment shall be made by increasing or decreasing subsequent 

24 benefits payable with respect to the wages which were the 

25 basis of benaefits of such deceased individual. 
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1 "(b) There shall be no adjustment or recovery by the 

2 United States in any case where incorrect payment has been 

3 made to an individual who is without fault (including pay­

4 ments made prior to January 1, 1940), and where adjust­

5 ment or recovery would defeat the purpose of this title or 

6 would be against equity and goQd conscience. 

7 " (c) No certifying or disbursing officer shall be held 

8 liable for any amount certified or paid by him to any person 

9 where the adjustment or recovery of such amount is waived 

10 under subsection (b), or where adjustment under subsec­

1-1 tion (a) is not completed prior to the death of all persons 

12 against whose benefits deductions are authorized. 

13 "EVIDENCE, PROCEDURE, AND CERTIFICATION FOR 

14 PAYMENT 

15 "SECc. 205. (a) The Board shall have full power and 

16 authority to make rules and regulations and to establish pro­

17 cedures, not inconsistent with the provisions of this title, 

18 which are necessary or appropriate to carry out such 

19 provisions, and shall adopt reasonable and proper rules and 

20 regulations to regulate and provide for the nature and extent. 

21 of the proofs and evidence and the method of taking and 

22 furnishing the same in order to establish the right to benefits 

23 hereunder. 

24 " (b) The Board is directed to make findings of fact, 

25 and decisions 4s to the rights of any individual applying for 
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1 a payment under this title. Whenever requested by any 

2 such individual or whenever requested by a wife, widow, 

3 child, or parent who makes a showing in writing that his or 

4 her rights may be prejudiced by any decision the Board 

5 has rendered, it shall give such applicant and such other. 

6 individual reasonable notice and opportunity for a hearing 

'7 with respect to such decision, and, if a hearing is held, shall, 

8 on the basis of evidence adduced at the hearing, affirm, 

9 modify, or reverse its findings of fact and such decision. The 

10 Board is further authorized, on its own motion, to hold such 

II hearings and to conduct such investigations and other pro­

12 ceedings as it may deem necessary or proper for the admin­

13 istration of this title. In the course of any hearing, investi­

14 gation, or other proceeding, it may administer oaths and 

15 affirmations, examine witnesses, and receive evidence. Evi­

16 dence may be received at any hearing before the Board 

17 even though inadmissible under rules of evidence applicable 

18 to court procedure. 

19 " (c) (1) On the basis of information obtained by or 

20 submitted to the Board, and after such verification thereof as 

21 it deems necessary, the Board shall establish and maintain 

22 records of the amounts of wages paid to each individual 

23 and of the periods in which such wages were paid and, upon 

24 request, shall inform any individual, or after his death shall 

25 inform the wife, child, or parent of such individual1, of the 
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1 am-ounts of wages of such individual and the periods of pay­

2 ments shown by such records at thm time of such request. 

3 Such records shall be evidence, for the purpose of proceed­

4 ings b)efore the Board or any court, of the amounts of such 

5 wages and the periods in which they were paid, and thc 

6 absence of an entry as to an individual's wages in such records 

7 for any period shall be evidence that no wages were paid 

8 such individual in such period. 

9 " (2) After the expiration of the fourth calendar year 

:10 following any year in which wages were paid or are alleged 

11 to have been paid an individual, the records of the Board as 

12 to the wages of such individual for such year and the periods 

13 of payment shall be conclusive for the purposes of this title, 

14 except as hereafter provided. 

15 " (3) If, prior to the expiration of such fourth year, 

16 it is brought to the attention of the Board that any entry of 

17 such wages in such records is erroneous, or that any item 

18 of such wages has been omitted from the records, the Board 

19 may correct such entry or include such omitted item in its 

20 records, as the case may be. Written notice of any revision 

21 of any such entry, which is adverse to the interests of any 

22 individual, shall be given to such individual, in any case 

23 where such individual has previously been notified by the 

24 Board of the amount of wages and of the period of pay~­

25 ments shown by such entry. Upon request in writing made 
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prior to the expiration of such fourth year, or within sixty 

days thereafter, the Board shall afford any individual, or 

after his death shall afford the wife, child, or parent of such 

individual, reasonable notice and opportunity for hearing 

with respect to any entry or alleged omission of wages of 

such individual in such records, or any revisiop of any such 

entry. If a hearing is held, the Board shall make findings 

of fact and a decision based upon the evidence adduced at 

such hearing and shall revise its records as may be required 

by such findings and decision. 

" (4) After thc expiration of such fourth year, the 

Board may revise any entry or include in its records any 

omitted item of wages to conform its records with tax returns 

or portions of tax returns (including information returns and 

other written statements) ifiled with the Commissioner of In­

ternal Revenue under title VIII of the Social Security Act or 

the Federal Insurance Contributions Act or under regulations 

made under authority thereof. Notice shall be given of such 

revision under such conditions and to such individuals as is 

provided for revisions under paragraph (3) of this sub­

section. Upon request, notice and opportunity for hearing 

with respect to any such entry, omission, or revision, shall be 

afforded under such conditions and to such individuals as 

is provided in paragraph (3) hereof, but no evidence shall 

be introduced at any such hearing except with respect to con-~ 
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:1 formity of such records with such tax returns and such other 

2 data submitted under such title VIII or the Federal Insurance 

3 Contributions Act or under such regulations. 

4 " (5) Decisions of the Board under this subsection shall 

5 be reviewable by commencing a civil action in the district 

6 court of the United States as provided in subsection (g) 

hereof. 

8 "(d) For the purpose of any hearing, investigation, or 

9 other proceeding authorized or directed under this title, or 

10 relative to any other matter within its jurisdiction hereunder, 

11 the Board shall have power to issue subpenas requiring the 

12 attendance and testimony of witnesses and the production of 

13 any evidence that relates to any matter under investigation 

14 or in question before the Board. Such attendance of wit­

:15 nesses and production of evidence at the designated place of 

16 such hearing, investigation, or other proceeding may be re­

17 quired from any place in the United States or in any Terni­

18 tory or possession thereof. Subpenas of the Board shall be 

19 served by anyone authorized by it (1) by delivering a copy 

20 thereof to the individual named therein, or (2) by regis­

21 tered mail addressed to such individual at his last dwelling 

22 place or principal place of business. A verified return by the 

23 individual so serving the subpena setting forth the manner 

24 of service, or, in the case of service by registered mail, the 

25 return post-office receipt therefor signed by the individual so 
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1 served, shall be proof of service. Witnesses so subpenaed 

2 shall be paid the same fees and mileage as are paid witnesses 

3 in the district courts of the United States. 

4 " (e) In case of contumacy by, or refusal to obey a 

5- subpena, duly served upon, any person, any district court 

6 of the United States for the judicial district in which said 

7 person charged with contumacy or refusal to obey is found 

8 or resides or transacts business, upon application by the 

9 Board, shall have jurisdiction to issue on order requiring 

10 such person to appear and give testimony, or to appear and 

11 produce evidence, or both; any failure to obey such order 

12 of the court may be punished by said court as contempt 

13 thereof. 

14 " (f) No person so subpenaed or ordered shall be ex­

15 cused from attending and testifying or from producing books, 

16 records, correspondence, documents, or other evidence on the 

17 ground that the testimony or evidence required of him may 

18 tend to incriminate him or subject him to a penalty or for­

19 feiture; but no person shall. be prosecuted or subjected to any 

20 penalty or forfeiture for, or on account of, any transaction, 

21 matter, or thing concerning which he is compelled, after 

22 having claimed his privilege against self-incrimination, to 

23 testify or produce evidence, except that such person so testi­

24 fying shall not be exempt from prosecution and punishment 

25 for perjury committed in so testifying. 
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1 "(g) Any individual, after any final decision of the
 

2Board made after a hearing to which he was a party, irre­

3 spective of the amount in controversy, may obtain a review 

4 of such decision by a civil action commenced within sixty 

5 days after the mailing to him of notice of such decision or 

6 within such further time as the Board may allow. Such 

7 action shall be brought in the district court of the United 

8 States for the judicial district in which the plaintiff resides, 

9 or has his principal place of business, or, if he does not reside 

10 or have his principal place of business within any such 

11 judicial district, in the District Court of the United States 

12 for the District of Columbia. As part of its answer the 

1-3 Board shall file a certified copy of the transcript of the record 

14 including the evidence upon which the findings and decision 

15 complained of are based. The court shall have power to 

16 enter, upon the pleadings and transcript of the record, a 

17 judgment affirming, modifying, or reversing the decision of 

18 the Board, with or without remanding the cause for a rehear­

19 ing. The findings of the Board as to any fact, if supported 

20 by substantial evidence, shall be conclusive, and where a 

21 claim has been denied by the Board or a decision is rendered 

22 under subsection (b) hereof which is adverse to an individual 

23 who was a party to the hearing before the Board, because 

24 of failure of the claimant or such individual to submit proof 
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1 in conformity with any regulation prescribed under sub­

2 section (a) hereof, the court shall review only the question 

3 of conformity with such regulations and the validity of 

4 such regulations. The court shall, on motion of the Board 

5 made before it files its answer, remand the case to the Board 

6 for further action by the Board, and may, at any time, on 

7 good cause shiown, order additional evidence to be taken 

8 before the Board, and the Board shall, after the case is 

9 remanded, and a~fter hearing such additional evidence if so 

10 ordered, modify or affirm its findings of fact or its decision, or 

11 both, and shall file with the court any such additional and 

12 modified findings of fact and decision, and a transcript of the 

13 additional record and testimony upon which its action in 

14 modifying or affirming was based. Such additional or 

-15 modified findings of fact and decision shall be reviewa~ble 

16 only to the extent provided for review of the original find­

17 ings of fact and decision. The judgment of the court shall 

18 be final except that it shall be subject to review in the same 

19 manner as a judgment in other civil actions. 

20 " (h) The findings and decision of the Board after a 

21 hearing shall be binding upon all individuals who were par­

22 ties to such hearing. No findings of fact or decision of the 

23 Board shall be reviewed by any person, tribunal, or govern­

24 mental agency except as herein provided. No action against 
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1 the United States, the Board, or any officer or employee 

2 thereof shall be brought under section 24 of the Judicial Code 

3 of the United States to recover on any claim arising under 

4 this title. 

"(i) Upon final decision of the Board, or upon final 

6 judgment of any court of competent jurisdiction, that any 

7 person is entitled to any payment or payments under this 

8 title, the Board shall certify to the Managing Trustee the 

9 name and address of the person so entitled to receive such 

payment or payments, the amount of such payment or pay­

1.1 ments, and the time at which such payment or payments 

12 should be made, and the Managing Trustee, through the 

:13 Division of Disbursement of the Treasury Department, arid 

14 prior to any action thereon by the General Accounting 

Office, shall make payment in accordance with the certifica­

16 tion of the Board: Provided, That where a review of the 

17 Board's decision is or may be sought under subsection (g) 

18 the Board may withhold certification of payment pending 

19 such review. The Managing Trustee shall not be held per­

sonally liable for any payment or payments made in accord­

21 ance with a certification by the Board. 

22 "(j) 'When it appears to the Board that the interest of 

23 an applicant entitled to a payment would be served thereby, 

2- certification of payment may be made, regardless of the legal 

competency or incompetency of the individual entitled thereto, 
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either for direct payment to such applicant, or for his use 

and benefit to a relative or some other person. 

" (k) Any payment made after December 31, 1939, 

under conditions set forth in subsection (j), any payment 

made before January 1, 1940, to, or on behalf of, a legally 

incompetent individual, and any payment made after De­

cember 31, 1939, to a legally incompetent individual with­

out knowledge by the Board of incompetency prior to certi­

fication of payment, if otherwise valid under this title, shall be 

a complete settlement and satisfaction of any claim, right, or 

interest in and to such payment. 

" (1) The Board is authorized to delegate to any mem­

ber, officer, or employee of the Board designated by it any 

of the powers conferred upon it by this section, and is author­

ized to be represented by its own attorneys in any court 

in any case or proceeding arising under the provisions of 

subsection (e) . 

"(in) No application for any benefit under this title 

filed prior to three months before the first month for which 

the applicant becomes entitled to receive such benefit shall be 

accepted as an application for the purposes of this title. 

" (n) The Board may, in its discretion, certify to the 

Managing Trustee any two or more individuals of the same 

family for joint payment of the total benefits payable to such 

individuals. 
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1 "REP~RESENTATION OF CLAIMANTS BEFORE, THE BOARD 

2 "SEc. 206. The Board may prescribe rules and regula­

3 tions governing the recognition of agents or other persons, 

4 other than attorneys as hereinafter provided, representing 

claimants before the Board, and may require of such agents 

6 or other persons, before being recognized as representatives 

7 of claimants that they shall show that they are of good 

S9 character and in good repute, possessed of the necessary 

9 qualifications to enable them to render such claimants valu­

able service, and otherwise competent to advise and- assist 

11 such claimants in the jpresentation of their cases. An attor­

12 ney in good standing who is admitted to practice before the 

13 highest court of the State, Territory, District, or insular 

14 possession of his residence or before the Supreme Court of 

the United States or the inferior Federal courts, shall be 

16 entitled to represent claimants before the Board upon filing 

17 with the Board a certificate of his right -to so practice from 

18 the presiding judge or clerk of any such court. The Board 

19 may, after due notice and opportunity for hearing, sus­

pend or prohibit from further practice before it any such 

21 person, agent, or attorney who refuses to comply with the 

22 Board's rules and regulations or who violates any provision 

23 of this section for which a penalty is prescribed. The Board' 

24 may, by rule and regulation, prescribe the maximum fees 

which may be charged for services performed in connection 
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with any claim before the Board under this title, and any 

agreement in violation of such rules and regulations -shall 

be void. Any person who shall, with intent to defraud, in 

any manner willfully and knowingly deceive, mislead, or 

threaten any claimant or prospective claimant or beneficiary 

under this title by word, circular, letter or advertisement, or 

who shall knowingly charge or collect directly or indirectly 

any fee in excess of the maximum fee, or make any agreea­

ment directly or indirectly to charge or collect any fee in 

excess of the maximum fee, prescribed by the Board shall be 

deemed guilty of a misdemeanor and, upon conviction 

thereof, shall for each offense be punished by a fine not ex­

ceeding $500 or by imprisonment not exceeding one year, 

or both. 

"6ASSIGNMENT 

"SEc. 207. The right of any person to any future paym­

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 execution, 

levy, attachment, garnishment, or other legal process, or to 

the operation of any bankruptcy or insolvency law. 

"4PENALTIES 

"S8Fc. 208. Whoever, for the purpose of causing an 

increase in any payment authorized to be made under this 

title, or for the purpose of causing any payment to be made 

II. R. 6635-3 
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1 where no payment is authorized under this title, shall make 

2 or cause to be made any false statement or representation 

3 (including any false statement or representation in connec~­

4 tion with any matter arisii.g, under the Federal Insurance 

5 Contributions Act) as to the amount of any wages paid 

6 or received or the period during which earned or paid, or 

7 whoever makes or causes to be made any false statement 

8 of a material fact in any application for any payment unuder 

9 this title, or whoever makes or causes to be made any false 

10 statement, representation, affidavit, or document in connec­

11 tion with such an application, shall be guilty of a misdemeanor 

12 and upon conviction thereof shall be fined not more than 

13 $1,000 or imprisoned for not more than one year, or both. 

14 "iDEFINITIONS 

15 "SEc. 209. When used in this title­

16 " (a) The term 'wages' means all remuneration for em­

17 ployment, including the cash value of all remuneration paid 

:18 in any medium other than cash; except that such term shall 

19 not include­

20 "(1) That part of the remuneration which, after 

21 remuneration equal to $3,000 has been paid to an indi­

22 vidual by an employer with respect to employment dur­

23 ing any calendar year, is paid to such individual by such 

24 employer with respect to employment during such 

25 calendar year; 
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"(2) The amount of any payment made to, or on 

behalf of, an employee under a plan or system estab­

lished by an employer which makes provision for his 

employees generally or for a class or classes of his em­

ployees (including any amount paid by an employer 

for insurance, or into a fund, to provide for any such 

payment), on account of (A) retirement, or (B) sick­

ness or accident disability, or (C) medical and hospitali­

zation expenses in connection with sickness or accident 

disability; 

" (3) The payment by an employer (without de­

duction from the remuneration of the employee) (A) of 

the tax imposed upon an employee under section 1400 

of the Internal Revenue Code or (B) of any payment 

required from an employee under a State unemploy­

ment compensation law; 

" (4) Dismissal payments which the employer is 

not legally required to make; or 

"(5) Any remuneration paid to an individual prior 

to January 1, 1937. 

" (b) The term 'employment' means any service per­

formed after December 31, 1936, and prior to January 1, 

1940, which was employment as defined in section 210 (b) 

of the Social Security Act prior to such date (except service 
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1 performed by an individual after he attained the age of sixty­

2 five), and any service, of whatever nature, performed after 

3 December 31, 1939, by an employee for the pcrson employing 

4 him, irrespective of the citizea1ship or residence of either, (A) 

5 within the United States, or (B) on or in connection with 

6 an American vessel under a contract of service which is en­

7 tered into within the United States or during the performance 

8 of which the vessel touches at a port in the United States, if 

9 the employee is employed on and in connection with such 

10 vessel when outside the United States, except-

Ii " (1) Agricultural labor (as defined in subsection 

1.2 (1) of this section) ; 

13 " (2) Domestic service in a private home, local col­

14 lege club, or local chapter of a college fraternity or 

15 sorority; 

16 " (3) Casual labor not in the course of the em­

17 ployer's trade or business; 

18 " (4) Service performed by an individual in the 

19 employ of his son, daughter, or spouse, and service per­

20 formed by a child under the age of twenty-one in the 

21 employ of his father or mother; 

22 " (5) Service performed on or in connection with 

23 a vessel not an American vessel by an employee, if the 

24 employee is employed on and in connection with such 

25 vessel when outside the United States; 
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"(6) Service performed in the employ of the 

United States Government, or of an instrumentality of 

the United States which is (A) wholly owned by the 

United States, or (B) exempt from the tax imposed by 

section 1410 of the Internal Revenue Code by virtue 

of any other provision of law; 

" (7) Service performed in the employ of a State, 

or any political subdivision thereof, or any instrmnen­

tality of any one or more of the foregoing which is 

wholly owned by one or more States or political sub­

divisions; and any service performed in the employ of 

any instrumentality of one or more States or political 

subdivisions to the extent that the instrumentality is, 

with respect to such service, immune under the Constitu­

tion of the United States from the tax imposed by 

section 1410 of the Internal Revenue Code;, 

"t(8) Service 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, or for the 

prevention of cruelty to children or animals, no part 

of the net earnings of which inures to the benefit of any 

private shareholder or individual, and no substantial 

part of the activities of which is carrying on propaganda, 

or otherwise attempting, to influence legislation; 
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1 "(9) Service performed by an individual as an 

2 employee or employee representative as defined in sec­

3 tion 1532 of the Internal Revenue Code; 

4 " (10) (A) Service performed in any calendar 

5 quarter in the employ of any organization exempt from 

6 income tax under section 101 of the Internal Revenue 

7 Code, if­

8 " (i) the remuneration for sach service does not 

9 exceed $45, or 

10 " (ii) such service is in connection with the 

11 collection of dues or premiums for a fraternal bene­

12 ficiary society, order, or association, and is per­

13 formed away from the home office, or is ritualistic 

14 service in connection with any such society, order, 

15 or association, or 

16 " (iii) such service is performed by a student 

17 who is enrolled and is regularly attending classes at 

18 a school, college, or university; 

19 " (B) Service performed in the employ of an agri­

20 cultural or horticultural organization; 

21 " (C) Service performed in the employ of a volun­

22 tary employees' beneficiary association providing for the 

23 payment of life, sick, accident, or other benefits to the 

24 members of such association or their dependents, if (i) 

25 no part of its net earnings inures (other than through 

26 such payments) to the benefit of any private shareholder 
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1 or individual, and (ii) 85 per centumn or more of the 

2 income consists of amounts collected from members for 

3 the sole purpose of making such payments and meeting 

4 expenses; 

5 "(D) Service performed in the employ of a volun­

6 tary employees' beneficiary association providing for the 

7 payment of life, sick, accident, or other benefits to the 

8 members of such association or their dependents or des­

9 ignated beneficiaries, if (i) admission to membership in 

10 such association is limited to individuals who are em­

1i ployees of the United States Government, and (ii) no 

12 part of the net earnings of such association inures (other 

13 than through such payments) to the benefit of any 

14 private shareholder or individual; 

15 "(E) Service performed in any calendar quarter 

16 in the employ of a school, college, or university, not 

17 exempt from income tax under section 101 of the 

18 Internal Revenue Code, if such service is performed 

19 by a student who is enrolled anid is regularly attending 

20 classes at such school, college, or university, and the 

21 remuneration for such service does not exceed $45 

22 (exclusive of room, board, and tuition) ; 

23 " (11) Service performed in the employ of a foreign 

24 government (including service as a consular or other 

25, officer or employee or a nondiplomatic representative) 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

40
 

"(12) Service Performed in the employ of an in­

strumentality wholly owned by a foreign government~­

"(A) If the service is of a character similar 

to that performed in foreign countries by employees 

of the United States Government or of an instru­

mentality thereof; and 

"(B) If the Secretary of State shall certify to 

the Secretary of the Treasury that the foreign gov­

eminent, with respect to whose instrumentality and 

employees thereof exemption is claimed, grants an 

equivalent exemption with respect to similar service 

performed in the foreign country by employees of 

the United States Government and of instrumentali­

ties thereof; 

"(13) Service performed as a student nurse in the 

employ of a hospital or a nurses' training school by an 

individual who is enrolled and is regularly attending 

classes in a nurses' training school chartered or approved 

pursuant to State law; and service performed as an 

interne in the employ of a hospital by an individual who 

has completed .a four years' course in a medical school 

chartered or approved pursuant to State law. 

"(c) If the services performed during one-half or more 

of any pay period by an employee for the person employing 

him constitute employment, all the services of such employee 
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for such period shall be deemed to be employment; but if the 

services performed during more than one-half of any such 

pay period by an employee for the person employing him do 

not constitute employment, then none of the services of such 

employee for such period shall be deemed to be employ­

ment. As used in this subsection the term 'pay period' 

means a period (of not more than thirtym-one consecutive 

days) for which a payment of remuneration is ordinarily 

made to the employee by the person employing him. This 

subsection shall not be applicable with respect to services 

performed for an employer in a pay period, where any of 

such service is excepted by paragraph (9) of subsection (b) . 

" (d) The term 'American vessel' means any vessel doc­

umnented or numbered under the laws of the United States; 

and includes any vessel which is neither documented or 

numbered under the laws of the United States nor doc­

umented under the laws of any foreign country, if its crew 

is employed solely by one or more citizens or residents of 

the United States or corporations organized under the laws 

of the United States or of any State. 

" (e) The term 'primary insurance benefit' means an 

amount equal to the sum of the following­

" (1) (A) 40 per centum. of the amount of an 

individual's average monthly wage if such average 
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1 monthly wage does not exceed $50, or (B) if such aver­

2 age monthly wage exceeds $50, 40 per centum of $50, 

3 plus 10 per centum. of the amount by which such aver­

4 age monthly wage exceeds $50, and 

" (2) an amount equal to 1 per centum of the 

6 amount computed under p,%ragraph (1) multiplied by 

7 the number of years in which $200 or more of wages 

8 were paid to such individual. 

9 " (f) The term 'average monthly wage' means the quo­

tient obtained by dividing the total wages paid an individual 

11 before the year in which he died or became entitled to receive 

12 primary insurance benefits, whichever first occurred, by 

1.3 twelve times the number of years elapsing after 1936 and 

14 before such year in which he died or became so entitled, ex­

cluding any year prior to the year in which he attained 

16 the age of twentyu-two during which he was paid less than 

17 $200 of wages; but in no case shall such total wages be 

18 divided by a number less than thirtym-six. 

19 " (g) The term 'fully insured individual' means any 

individual with respect to whom it appears to the satisfac­

21 tion of the Board that­

22 " (1) (A) he attained age sixty~-five prior to 1940,. 

23 and 

24 " (B) he has not less than two years of coverage, 

and 
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1 "(C) thc total amount of wages paid to him was 

2 not less than $600; or 

3 " (2) (A) within the period of 1940-1945, inclu­

4 sive, he attained the age of sixty-five or died before 

5 attaining such age, and 

6 " (B) he had not less than one, year of coverage for 

7 each two of the years specified in clause (C) , plus an 

8 additional year of coverage, and 

9 " (C) the total amount of wages paid to him was 

10 not less than an amount equal to $200 multiplied by the 

11 number of years elapsing after 1936 and up to and 

12 including the year in which he attained the age of sixty­

13 five or died, whichever first occurred; or 

14 " (3) (A) the total amount of wages paid to him 

15 was not less than $2,000, and 

1L6 " (B) he had not less than one year of coverage 

17 for each two of the years elapsing after 1936, or after 

18 the year in which he attained the age of twenty-one, 

19. whichever year is later, and up to and including the year 

20 in which he attained the age of sixty-five or died, which­

21 ever first occurred, plus -an additional year of coverage, 

22 and in no case had less than five years of coverage; or 

23 "(4) he had at least fifteen years of coverage. 

24 "As used in this subsection, the term 'year' means calen­

2,5 dar year, and the term 'year of coverage' means a calendar 
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1 year in which the individual has been paid not less than 

2 $200 in wages. When the number of years specified in 

3 clause (2) (C) or clause (3) (B) is an odd number, for 

4 purposes of clause (2) (B) or (3) (B), respectively, such 

5 number shall be reduced by one. 

6 " (h) The term 'currently ,insured individual' means any 

7 individual with respect to whom it appears to the satisfaction 

8 of the Board that he. has been paid wages of not~less than 

9 $50 for each of not less than six of the twelve calendar quar­

10 teys, immediately preceding the quarter in which he' died. 

11 "it) The te-nm 'wife' means the wife of an individual 

12 who was married to him prior to, January 1, 1939( or if 

13 later, prior to the date upon which he attained the age of 

14 sixty. 

it;j The term 'widow' (except when used in section 

16 202 (g)) means the surviving wife of an individual who 

17 was married to him prior to the beginning of the twelfth 

18 month before the month in which he died. 

19 "(k) The term 'child' (except when used in section" 

20 202 (g) ) means the child of an individual, and the step­

21 child of an individual by a marriage contracted prior to the 

22 date upon which he attained the age of sixty and prior to 

23 the beginning of the twelfth month before -the month in which 

24 he died, and a child legally adopted by an individual prior 

25 to the date upon which he attained the -age of sixty and prior 
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to the beginning of the twelfth month before the month in
 

which he died. 

"(1) The term 'agricultural labor' includes all service 

performe4­

" (1) On a farm, in the employ of anmy person, in con­

nection with cultivating the soil, or in conn~ection with raising 

or harvesting any agricultural or horticultural commodity, 

including the raising, feeding, and management of livestock, 

bees, poultry, and fur-bearing animals. 

" (2) In the employ of the owner or tenant of a farm, 

in connection with the operation, management, or mainte­

nance of such farm, if the major part of such service is 

performed on a farm. 

" (3) In connection with the production or harvesting of 

maple sirup or maple sugar or any commodity defined as an 

agricultural commodity in section 15 (g) of the Agricultural 

Marketing Act, as amended, or in connection with the raising 

or harvesting of mushrooms, or in connection with the hatch­

ing of poultry, or in connection with the ginning of cotton. 

" (4) In handling, drying, packing, packaging, process­

ing, freezing, grading, storing, or delivering to storage or to 

market or to a carrier for transportation to market, any 

agricultural or horticultural commodity; but only if such 

service is performed as an incident to ordinary farming opera,­

tions or, in the case of fruits and vegetables, as an incident to 
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I the preparation of such fruits or vegetables for market. The 

2 provisions of this paragraph shall not be deemed to be 

3 applicable with respect to service performed in connection 

4 with commercial canning or conimercial freezing or in connec­

5 tion with any agricultural or horticultural commodity after its 

6 delivery to a terminal market for~distribution for consumption. 

'7 "As used in this subsection, the term 'farm' includes 

8 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

9 farms, plantations, ranches, nurseries, ranges, greenhouses 

10 or other similar structures used primarily for the raising of 

11 agricultural or horticultural commodities, and orchards. 

12 "(in) In determining whether an applicant is the wife, 

13 widow, child, or parent of a fully insured or currently insured 

14 individual for purposes of this title, the Board shall apply 

15 such law as would be applied in determining, the devolution 

1.6 of intestate personal property by the courts of the State in 

17 which such insured individual is domiciled at the time such 

18 applicant files application, or, if such insured individual 

19 is dead, by the courts of the State in which he was domiciled 

20 at the time of his death, or if such insured individual is or was 

21 not so domiciled in any Statfr, by the courts of the District 

22 of Columbia. Applicants who according to such law would 

23 have the same status relative to taking intestate personal 

24 property as a wife, widow, child, or parent shall be deemed 

25 such. 
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"(n) A wife shall be deemed to be living with her hus­

band if they are both members of the same household, or 

she is receiving regular contributions from him toward her 

support, or he has been ordered by any court to contribute 

to her support; and a widow shall be deemed to have been 

living with her husband at the time of his death if they were 

both members of the same household on the date of his death, 

or she was receiving regular contributions from him toward 

her support on such date, or he had been ordered by any 

court to contribute to her support." 

TITLE III-AMENDMENTS TO TITLE III OF THE 

SOCIAL SECURITY ACT 

SEc. 301. Section 302 (a) of such Act is amended to 

read as follows: 

" (a) The Board shall from time to time certify to the 

Secretary of the Treasury for payment to each State which 

has an unemployment compensation law approved by the 

Board under the Federal Unemployment Tax Act, such 

amounts as the Board determines to be necessary for the 

proper and efficient administration of such law during the 

fiscal year for which such payment is to be made. The 

Board's determination shall be based on (1) the population 

of the State; (2) an estimate of the number of persons 

covered by the State law and of the cost of proper and 

efficient administration of such law; and (3) such other. 
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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." 

SEC. 302. Section 303 (a) of such Act is amended to 

read as follows: 

"(a) The Board shall make no certification for paya­

ment to any State unless it finds that the law of such State, 

approved by the Board under the Federal Unemployment 

Tax Act, includes provision for­

"(1) 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 reasonably calcu­

lated to insure fu]1 payment of unemployment compensation 

when due; and 

" (2) Payment of unemployment compensation solely 

through public employment offices or such other agencies as 

the Board may approve; and 

" (3) Opportunity for a fair hearing, before an imupar­

tial tribunal, for all individuals whose claims for unem­

ployment compensation are denied; and 

" (4) The payment of all money received in the unem­

ployment fund of such State (except for refunds of sums 

erroneously paid into such fund and except for refunds 

paid in accordance with the provisions of section 1606 (b) of 
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1L the Federal Unemployment Ta~x Act), immediately upon 

2 such receipt, to the Secretary of the Treasury to the credit 

3 of the unemployment trust fund established by section 904; 

4 and 

5 "(5) ]Expenditure of all money withdrawn from an 

6 unemployminti fund of suchi State, in the payment of unem­

!l. ployment comp)ensation, eclcusive of expenses of admin­

8 istration, and for refunds of stuns erroneously paid into such 

9 fund and refunds paid in accordance with the provisions of 

10 section 1606 (b) of the Federal Unemnployinent Tax Act; 

11 and 

1L2 "(6) The making of such reports, in such form and 

13 containing such information, as the Board may from time to 

14 tine require, and compliance with such provisions as the 

15 Board may from time to time find necessary to assure the 

16 correctness and verification of such reports; and 

17 "(7) Making available upon request to any agency of 

18 the United States charged wvith the administration of public 

19 works or assistance through public employment, the nanie, 

20 address, ordinary occupation and employment status of each 

21 recipient of unemployment compensation, and a statement of 

22 such recipient's rights to further compensation under such 

23 law; and 

24 " (8) Effective July 1, 1941, thc expenditure of all 

25 moneys received pursuant to section 302 of this title solely 

HI. R1. 66354 
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.1 for the purposes and in the amounts found necessary by the 

2 Board for the proper and efficient administration of such 

3 State law; and 

4 " (9) Effective July 1, 1941, the replacement, within a 

reasonable time, of ,any nioncys received pursuant to section 

6 302 of this title, which, because of any action or contingency, 

7 have been lost or have been expended for purposes other than, 

s or in amounts in excess of, those found necessary by the Board 

for the proper administration of such State law." 

TITLE IV-AMENDMIENTS TO TITLE IV OF THE 

11 SOCIAL SECURITY ACT 

12 SEC. 401. (a) Clause (5) of section 402 (a) of such 

la Act is amended -to read as follows: " (5) provide such 

1.4 methods of administration (other than those relating to selec­

tion, tenure of office, and compensation of personnel) as a-re 

16 found by the Board to be necessary for the proper and effi­

17 cient operation of the plan." 

18 (b) Effective July 1, 1941, section 402 (a) of such Act 

19 is further a-mended by inserting before the period at the end 

thereof a semicolon and the following new clauses: " (7) 

21 provide that the State agency shall1, in determining need, take 

22 into consideration any other income and resources of any 

23 child claiming aid, to dependent children; and (8) provide 

24 safeguards which restrict the use or disclosure of information 

concerning applicants and recipients to purposes directly con­

26 nected with the administration of aid to dependent children". 



I. SEC. 402. (a) Eff-ective January 1, 1940, subsection 

2 (a) of section 403 of such Act is amended by striking out 

3 "one-third" and inserting in -lieu thereof "one-half", and 

4 paragraph (1) of subsection (b) of such section is amended 

5 by striking out "two-thirds" and inserting in liea thereof 

6 "4Cone-half". 

7 (b) Effective January 1, 1940, paragraph (2) of sec-. 

8 tion 403 (b) of such Act is amended to read as follows: 

9 "(2) The Board shall then certify to the Secretary 

10 of the Treasury the amount so estimated by the Board, 

11 (A) reduced or increased, as the case may be, by any 

12 sum by which it finds that its estimate for any prior 

13 quarter was greater or less than the amount which 

14 should have been paid to the State for such quarter, and 

15 (B,) reduced by a sum equivalent to the pro rata share 

16 to which the United States is equitably entitled, as deter­

17 mined by the Board, of the net amount recovered during 

18 any prior quarter by the State or any political subdivi­

19 sion thereof with respect to aid to dependent children 

20 furnished under the State plan; except that such in­

21 creases or reductions shall not be made to the extent that 

22 such sums have been applied to make the amount certi­

23 fled for any prior quarter greater or less than the 

24 amount estimated by the Board for such prior, quarter." 
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1 SEC. 403. Section 406 (a) of such Act is amended to 

2 read as follows: 

3 " (a) The term 'dependent child' means a needy child 

4 under the age of sixteen, or under the age of eighteen if 

5 found by the State agency to be regularly attending school, 

6 who has been deprived of parental support or care by reason 

7 of the death, continued absence from the home, or physical 

8 or mental incapacity of a parent, and who is living with his 

9 father, mother, grandfather, grandmother, brother, sister, 

:10 stepfather, stepmother, stepbrother, stepsister, uncle, or aunt, 

11 in a place of residence maintained by one or more of such 

12 relatives as his or their own home;". 

13 TITLE V-AMENDMENTS TO TITLE V OF THE 

14 SOCIAL SECURITY ACT 

15 SEC. 501. Clause (3) of section 503 (a) of such Act 

16 is amended to read as follows: " (3) provide such methods 

17 of administration (other than those relating to selection, 

18 tenure of office, and compensation of personnel) as are 

19 necessary for the proper and efficient operation of the plan." 

20 SEC. 502. Clause (3) of section 513 (a) of such Act is 

21 amended to read as follows: " (3) provide such methods of 

22 administration (other than those relating to selection, tenure 

23 of office, and compensation of personnel) as are necessary for 

24 the proper and efficient operation of the plan." 
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I SE~C. 503. Section 531 (a) of sv.ch Act is amended by 

2 striking out "$1,938,000" and inserting in lieu, thereof 

3 "$2,938,000". 

4 TITLE VI-AMIENDM1ENTS TO THE INTERNAL 

5 REVENUE CODE 

6 Src. 601. Section 1400 of the Internal Revenue Code is 

7 amended to read as follows: 

8 -SEC. 1400. RATE OF TAX. 

9 "In addition to other taxes, there shall be levied, 

10 collected, and paid upon the income of every individual 

11 a tax equal to the following percentages of the wages (as 

12 defined in section 1426 (a) ) received by him after Decem­

13 ber 31, 1936, with respect to employment (as defined in 

14 section 1426 (b) ) after such date: 

15 "(1) With respect to wages received during the 

16 calendar years 1939, 1940, 1941, and 1942, the rate 

17 shall be 1 per centum. 

18 " (2) With respect to wages received during the 

19 calendar years 1943, 1944, and 1945, the rate shall 

20 be 2 per centumn. 

21 " (3) With respect to wages received during -the 

2-2 calendar years 1946, 1947, and 1948, the rate shall 

23 be 2j per centuim. 

24 " (4) With respect to wages received after Decem­
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1 her 31, 1948, the rate shall be 3 per centum." 

2 Smc. 602. Section 1401 (c) of the Internal Revenue 

3 Code is amended to read as follows: 

4 "(c) ADJlYSTMEN.TS.-I-f more or less than the correct 

5 amount of tax imposed by section 1400 is paid with respect 

6 to any payment of remuneration, pioper adjustments, with 

7 respect both to the tax and the amount to be deducted, shall 

8 be made, without interest, in such manner and at such times 

9 as may be prescribed by regulations made under this sub­

10 chapter." 

11 SEC). 603. Part I of subchapter A of chapter 9 of the 

:L Internal Revenue Code is amended by adding at the end
 

13 thereof the following new section:
 

14 "SEC. 1403. RECEIPTS FOR EMPLOYEES.
 

15 " (a) REQuJmE-xrENT.-Every employer shall furnish to
 

16 each of his employees a written statement or statements, in
 

17 a form suitable for retention by the employee, showing the
 

18 wages paid by him to the employee after December 31, 1939.
 

19 Each statement shall cover a calendar year, or one, two,
 

20 three, or four calendar quarters, whether or not within the
 

21 same calendar year, and shall show the name of the employer,
 

22the name of the employee, the period covered by the state­

23 ment, the total amount of wages paid within such period, 

24and the amount of the tax imposed by section 1400 with 

25respect to such wages, Each statement shall be furnished 
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1 to the employee not later than the last day of the second 

2 calendar month following the period covered by the state­

3 ment, except that, if the employee leaves the employ of the 

4 employer, the final statement shall be furnished on the day 

5 on which the last payment of wages is made to the employee. 

6 The employer may, at his option, furnish such a statement 

7 to any employee at the time of each payment of wages to the 

8 employee during any calendar quarter, in lieu of a statement 

9 covering such quarter; and, in such case, the statement may 

10 show the- date of payment of the wages, in lieu of the period 

II covered by the statement. 

12 " (b) PENALTY FoR FAILUlRE To FURNISH.-Any 

13 employer who "wilfully fails to furnish a statement to an em­

14 ployee in the manner, at the time, and showing the informa­

1.5 tion, required under subsection (a), shall for each such 

16 failure be subject to a civil penalty of not more than $5." 

17 SEC. 604. Section 1410 of the Internal Revenue Code 

18 is amended to read as follows: 

19 "SEC. 1410. RATE OF TAX. 

20 "In addition to other taxes, every employer shall pay 

21 an excise tax, with respect to having individuals in his em­

22 ploy, equal to the following percentages of the wages (as 

23 defined in section 1426 (a) ) paid by him after December 

24 31, 1936, with respect to employment (as defined in section 

25 1426 (b) ) after such date 
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1 "(1) With respect to wages paid during the calendar 

2 ycars 1939, 1940, 1941, and 1942, the rate shall be 1 per 

3 centumn. 

4 (2) With respect to wages paid during the calendar 

5 years 1943, 1944, and 1945, the rate shall be 2 per centum. 

6 (3) With respect to wages paid during the calendar 

7years 1946, 1947, and 1948, the rate shall be 2+ per centumn. 

8 (4) With respect to wages paid after December 31, 

9 1948, the rate shall be 3 per centum." 

10 SEc. 605. Section 1411 of the Internal Revenue Code is 

II amended to read as follows: 

12 "SEC. 1411. ADJUSTMENT OF TAX. 

13 "If more or less than the correct amount of tax im­

14 posed by section 1410 is paid with respect to any payment 

15 of remuneration, proper adjustments with respect to the tax 

16 shall be made, without interest, in such manner and at such 

17 times as may be prescribed by regulations made uider this 

18 subchapter." 

19 SEC. 606. Effective January 1, 1940, section 1426 of the 

20 Internal Revenue Code is amended to read as follows: 

21 "SEC. 1426. DEFINITIONS. 

22 "When used in this subchapter­

23 "(a) WAGEs.-The term 'wages' means all remuner­

24 ation. for employment, including the cash value of all remu­
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1 neration paid in any medium other than cash; except that 

2 such term shall not include­

3 " (1) That part of the remuneration which, after 

4 remuneration equal to $3,000 has been paid to an indi­

5 vidual by an employer with respect to employment 

6 during any calendar year, is paid, to such individual by 

7 such employer with respect to employment during such 

8 calendar year; 

9 " (2) The amount of any payment made to, or on 

10 behalf of, an employee under a plan or system established 

II by an employer which makes provision for his employees 

12 generally or for a class or classes of his employees (in­

13 cluding any amount paid by an employer for insurance, 

14 or into a fund, to provide for any such payment) , on 

15 account of (A) retirement, or (B) sickness or accident 

16 disability, or (C) medical and hospitalization expenses 

17 in connection with sickness or accident disability; 

18 " (3) The payment by an employer (without deduc­

19 tion from the remuneration of the employee) (A) of the 

20 tax imposed upon an employee under section 1400 or 

21 (B) of any payment required from an employee under 

22 a State unemployment compensation law; or 

23 " (4) Dismissal payments which the employer is 

24 not legally required to make. 
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1 "(b) EMPLoymrENT.-The term 'employment' means 

2 any service performed prior to January 1, 1940, which was 

3 employment as defined in this section prior to such date, and 

4 any service, of whatever nature, performed after December 

5 31, 1939, by an employee for the person employing him, 

6 irrespective of the citizenship or residence of either, (A) 

Y, within the United States, or (B) on or in connection with 

8 an American vessel under a contract of service which is 

9 entered into within the United States or during the perform­

10 ance of which the vessel touches at A port in' the United 

:11 States, if the employee is employed on and in connection 

12 with such vessel when outside the United States, except­

13 " (1) Agricultural labor (as defined in subsection 

14 (i) of this section) ; 

15 " (2) Domestic service in a private home, local 

16 college club, or local chapter of a college fraternity or 

17 sorority; 

18 " (3) Casual labor not in the course of the em­

19 ployer's trade or business; 

20 " (4) Service performed by an individual in the 

21 emp~loy of his son, daughter, or spouse, and service per­

22 formed by a child under the age of twentyn-one in the 

23 employ of his father or mother; 

24 " (5) Service performed on or in connection with 

25 a1 vessel not an American vessel by an employee, if the 
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employee is employed on and in connection with such 

vessel when outside the U~nited States; 

" (6) Service performed in the employ of the 

United States Government, or of an instrumentality of 

the United States which is (A) wholly owned by the 

United States, or (B) exempt from the taxes imposed 

by section 1410 by virtue of any other provision of law; 

" (7) Service performed in the employ of a State, 

or any political subdivision thereof, or any instrumen­

tality of any one or more of the foregoing which is wholly 

owned by one or more States or political subdivisions; 

and any service performed in the employ of any instru­

mentality of one or more States or political subdivisions 

to the extent that the instrumentality is, with respect to 

such service, immune under the Constitution of the 

United States from the tax imposed by section 1410; 

" (8) 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, or for the 

prevention of cruelty to children or animals, no part of 

the net earnings of which inures to the benefit of any 

private shareholder or individual, and no substantial part 

of the activities of which is carrying on propaganda, 

or otherwise attempting, to influence legislation; 
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1 "(9) Service performed by an individual as an 

2 employee or employee representative as defined in section 

3 1532; 

4 "(10) (A) Service performed. in any calendar 

quarter in the employ of any organization exempt from 

6 income tax under section 101, if­

'7 " (i) the remuneration for such service does not 

8 exceed $45, or 

9 " (ii) such service is in connection with the 

collection of dues or premiums for a*fraternal bene­

11 ficiary society, order, or association, and is performed 

12 away from 'the home office, or is ritualistic service in 

13 connection with any such society, order, or associa­

14 tion, or 

" (iii) such service is performed by a student 

16 who is enrolled and is regularly attending classes 

17 at a school, college, or university; 

18 " (B) Service performed in the employ of an agri­

19 cultural or horticultural organization; 

" (0) Service performed in the employ of a volun­

21 tary employees' beneficiary association providing for the 

22 payment of life, sick, accident, or other benefits to the 

23 members of such association or their dependents, if (i) 

24 no part of its net earnings inures (other than through 

such payments) to the benefit of any private shareholder 
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1 or individual, and (ii) 85 per centum or more of the 

2 incomne consists of amounts collected from members for 

3 the sole purpose of making such payments and. meeting 

4 expenses; 

" (D) -Scrvice performed in the employ of a volun­

6 tary employees' beneficiary association proyiding for the 

'7 payment of life, sick, accident, or other benefits to the 

8 members of such association or their dependents or desig­

9 nated beneficiaries, if (i) admission to membership in 

such association is limited to individuals who are em.­

11 ployees of the United States Government, and (ii) no 

12 part of the net earnings of such association inures (other 

13 than through such payments) to the benefit of any 

14 private shareholder or individual; 

" (E) Service performed in any calendar quarter 

16 in the employ of a school, college, or university, not 

17 exempt from income tax under section 101, if such 

18 service is performed by a student who is enrolled and 

19 is regularly attending classes at such school, college, or 

university, and the remuneration for such service does 

21 not exceed $45 (exclusive of room, board, and tuition) 

22 ."(11) Service performed in the employ of a foreign 

23 government (including service as a consular or other 

24 officer or employee or a nondiplomatic representative) 

or 
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1 "(12) Service perforired in the employ of an in­

2 strumentality wholly owned by a foreign government­

3 " (A) If the service is of a character similar 

4 to that performed in foreign countries by employees 

of the United States Government or of an instru­

6 mentality thereof; and 

'7 "(B) If the Secretary of State shall certify 

8 to the Secretary of the Treasury that the foreign 

9 government, with respect to whose instrumientality 

and employees thereof exemption is claimed, grants 

1i an equivalent exemption with respect to similar 

12 service performed in the foreign country by em­

13 ployees of the United States Government and of 

14 instrumentalities thereof; 

"(13) Service performed as a student nurse in the 

16 employ of a hospital or a nurses' training school by an 

17 individual who is enrolled and is regularly attending 

18 classes in a nurses' training school chartered or approved 

19 pursuant to State law; and service performed as an in­

terne in the employ of a hospital by an individual who 

21 has completed a four years' course in a medical school 

22 chartered or approved pursuant to State law. 

23 " (c) INCLUDED AND EXCLUDED SERVICE.-If the 

24 services performed during one-half or more of any pay period 

by an employee for the person employing him constitute 



63
 

1 employment. all the services of such employee for such period 

2 shall be deemed to be employment; but if the services per­

3 formed during more than one-half of any such pay period by 

4 an employee for the person employing him do not constitute 

5 employment, then none of the services of such employee for 

6 such period shall be deemed to be employment. As used in 

7 this subsection the term 'pay period' means a period (of not 

8more than thirty-one consecutive days) for which a payment 

9 of remuneration is ordinarily made to the employee by the 

10 person employing him. This sabsection shall not be appli­

11 cable with respect to services performed for an employer in 

12 a pay period, where any of such service is excepted by 

13 paragraph (9) of subsection (b). 

14 " (d) EMPLOYEE.-The term 'employee' includes an 

15 officer of a corporation. It also includes any individual who, 

16 for remuneration (by way of commission or otherwise) 

17 under an agreement or agreements contemplating a series 

18 of similar transactions, secures applications or orders or 

1L9 otherwise personally performs services as a salesman for a 

20 person in furtherance of such person's trade or business 

21 (but who is not an employee &fsuch person under the law 

22 of master and servant) ; unless (1) such services are per­

23 formed as a part of such individual's business as a broker or 

24 factor and, in furtherance of such business as broker or factor, 

25 similar services are performed for other persons and one 



5 

10 

15 

20 

25 

64
 

I or more employees of such broker or factor perform a sub­

2 stantial part of such services, or (2) such services are casual 

3 serviccs not in the course of such individual's priiicipal trade, 

4 business, or occupation. 

"(e) EMPLoyER.-The term 'employer' includes any 

6 person for whom an individual performs any service of 

7 whatever nature as his employee. 

8 "(f) STATE.-ThIC term 'State' includes Alaska, Hawaii, 

9 and the District of Columbia. 

" (g) PErisON.-The term 'person' means an individual, 

IIa trust or estate, a. partnership, or a corporation. 

12 "(h) AMERICAN VESSErL.-Tbe term 'American yes­

13 sel' means any vessel documented or numbered under the 

14 laws of the United States; and includes any vessel which 

is neither documented or numbered under the laws of the 

16 United States nor documented under the laws of any foreign 

17 country, if its crew is employed solely by one or more citi­

18 zens or residents of the United States or corporations organ­

19 ized under the laws of the United States or of any State. 

"(i) AGRICULTURAL LABOR.-The term 'agricultural 

21 labor' includes all services performed­

22 "()On a farm, in the employ of any person, in 

23 connection with cultivating the soil, or in connection 

24 with raising or harvesting any agricultural or horticul­

tural commodity, including the raising, feeding, and 
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1 management of livestock, bees, poultry, and fur-bearing 

2 animals. 

3 " (2) In the employ of the owner or tenant of a 

4 farm, in connection with the operation, management, or 

maintenance of such farm, if the major part of such 

6 service is performed on a farm. 

7 " (3) In connection with the production or harvest­

8 ing of maple sirup or maple sugar or any commodity 

9 defined as an agricultural commodity in section 15 (g) 

of the Agricultural Marketing Act, as amended, or in 

11 connection with the raising or harvesting of mushrooms, 

12 or in connection with the hatching of poultry, or in 

13 connection with the ginning of cotton. 

14 " (4) In handling, drying, packing, packaging, 

processing, freezing, grading, storing, or delivering~ to 

16 storage or to market or to a carrier for transportation to 

17 market, any agricultural or horticultural commodity;­

18 but only if such service is perfonned as an. incident to 

19 ordinary farmiing operations or, in the case of fruits and 

vegetables, as an incident to the preparation of such 

21 fruits -or vegetables for market. The provisions of this 

22 paragraph shall not be deemed to be applicable with 

23 respect to service performed in connection with commer­

24 cial canning or commercial freezing or in connection with 

any agricultural or horticultural commodity after its de-

HI. R. 6635-5 
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1 livery to a terminal market for distribution for con­

2 sumption. 

3 "As used in this subsection, the term 'farm' includes 

4 stock, dairy, poultry, fruit, fur-bearing animial, and truck 

5 farms, plantations, ranches, nurseries, ranges, greenhouses 

6 or other similar structures used primarily for the raising of 

7 agricultural or horticultural conmiodities, and orchards." 

8 SEc. 607. Subchapter A of chapter 9 of the Internal 

9 Revenue Code is amended by adding at the end thereof the 

10 following new section: 

11 "SEC. 1432. This subchapter may be cited as the 'Fed­

12 eral Insurance Contributions Act'." 

13 SEC. 608. Section 1600 of the Internal Revenue Code 

1L4 is amended to read as follows: 

15 "SEC. 1600. RATE OF TAX. 

16 "Every employer (as defined in section 1607 (a) ) shall 

17 pay for the calendar year 1939 and for each calendar year 

1-8 thereafter an excise tax, with respect to having individuals 

19 in his employ, equal to 3 per centwn of the total wages (as 

20 defined in section 1607 (b) ) paid by himn during the calen­

21 dar year with respect to employment (as defined in section 

22 1607 (c) ) after December 31, 1938." 

23 SEC. 609. Section 1601 of the Internal Revenue Code is 

24 amended to read as follows: 
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1 "SEC. 1601. CREDITS AGAINST TAX. 

2 "(a) CONTRIBUTIONS TO STATE UN-ElMIPLOYM1ENT 

3 FUNDS.­

4 " (1) The taxpayer may, to the extent provided in 

5 this subsection and subsection (c), credit against the tax 

6 imposed by section 1600 the amount of contributions 

.7 paid by himi into an unemployment fund maintained 

8 during the taxable year under the unemployment corn­

9 pensation law, of a State which is certified for the tax­

10 able year as provided in section 1603. 

11 " (2) Tlhe credit shall be permitted against the tax 

1.2 for the taxable year only for the amount of contributions 

13 paid with respect to such taxable year. 

14 " (3) The credit against the tax for any taxable year 

15 shall be permitted only for contributions paid on or before 

.16 the last day upon which the taxpayer is required under 

17 section 1604 to fie a return for such year; except that 

18 credit shall be permitted for contributions paid after such 

19 last day but before July 1 next following such last day, 

20 but such credit shall not exceed 90 per centurn of the 

21 amount which would have been allowable as credit on 

22 account of such contributions had they been paid on, or 

23 before such last day. The preceding provisions of this 

24 subdivision shall not apply to the credit against the tax 
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1 of a taxpayer for any taxable year if such taxpayer's 

2 assets, at any time during the period from such last day 

3 for filing a return for such year to June 30 next follow­

4 ing such last day, both dates inclusive, are in the custody 

5 or control of a receiver, trustee, or other fiduciary 

6 appointed by, or under t~he control of, a court of corn­

7petent jurisdiction. 

8 " (4) Upon the payment of contributions into the 

9 unemployment fund of a State which arc required under 

10 the unemployment compensation law of that State with 

11 respect to remuneration on the basis of which, prior to 

12 such payment into the proper fund, the taxpayer erro­

13 neously paid an amount as contributions under another 

14 unemployment compensation law, the payment into the 

15 proper fund shall, for purposes of credit against the 

16 tax, be deemed to have been made at the time of the 

17 erroneous payment. If, by reason of such other law, 

18 the taxpayer was entitled to cease paying contributions 

19 with respect to services subject to such other law, the 

20 payment into the proper fund shall, for purposes of 

21 credit against the tax, be deemed to have been made 

22 on the date the return for the taxable year was filed under 

23 section 1604. 

24 " (5) Refund of the tax (including penalty and 

interest collected with respect thereto, if any), based on 25 
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I any crcdit allowable under this section, may be made in 

2 accordance with the provisions of law applicable in the 

3 case of erroneous or illegal collection of, the tax. No 

4 interest shall be allowed or paid on the amount of any 

5 such refund. 

6 " (b) ADDITIONAL CREDImT.-In addlition to the credit 

7 allowed under subsection (a), a taxpayer-may credit against 

8 the tax imposed by section 1600 for any taxable year an 

9 amount, with respect to the unemployment compensation 

10 law of each State certified for the taxable year as provided 

II in section 1602 (or with respect to any provisions thereof 

12 so certified), equal to the amount, if any, by which the 

13 contributions required to be paid by him with respect to 

14 the taxable year were less than the contributions such tax.­

15 payer would have been required to pay if throughout the 

16 taxable year he had been subject under such -State law to a 

17 rate of 2.7 per centum. 

18 " (c) LIMIT ON TOTAL CREDITS.-The total credits 

19 allowed to a taxpayer under this subchapter shall not exceed 

20 90 per centum of the tax against which such credits are 

21 allowable." 

22 SEC. 610. (a) Section 1602 of tho Internal Revenue 

23 Code is amended to read as folltows; 
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1 "SEC. 1602. CONDITIONS OF ADDITIONAL CREDIT ALLOW­

2 ANCE. 

3 "(a) STATE STANDARD.S.-A taxpayer shall be allowed 

4 an additional credit under section 1601 (b) with respect to 

5 any reduced rate of contributions permitted by a State law, 

6 only, if the Board finds that under such law­

7 "(1) The total annual contributions will yield not 

8 less than an amount substantially equivalent to 2.7 per 

9 c-entumn of the total annual pay roll with respect to 

10 which contributions are required under such law, and 

11 " (2) No reduced rate of contributions to a pooled 

1.2 fimd or to a partially pooled account, is permitted to a 

13 person (or group of persons) having individuals in his 

14 (or their) employ except on the basis of his (or their) 

15 experience with respect to unemployment or other fac-, 

16 tors bearing a direct relation to unemployment risk dur­

17 ing not less than the three consecutive years immedi­

18 ately preceding the computation date; or 

19 " (3) No reduced rate of contributions to a guar­

20 anteed employment account is permitted to a person 

21 (or a group of persons) having individuals in his (or 

22 their) employ unless (A) the guaranty of remunera­

23 tion was fulfilled in the year preceding the computation 

24 date; and (B) the balance of such account amounts 

25 to not less than 2+ per centumn of that part of the 
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1 pay roll 01. pay rolls for the three years preceding the 

2 computation date by which contributions to such ac­

3 count were measured; and (C) such contributions 

4 were payab~le to such account with respect to three 

5 years preceding the computation date; or 

6 " (4) Such lower rate, with respect to contributions 

7 to a separate reserve account, is permitted only when 

8 (A) compensation has been payable from such account 

9 throughout the preceding calendar year, and (B) such 

10 account amounts to not less than five times the largest 

11 amount of compensation paid from such account with-in 

12 any one of the three preceding calendar years, and (C) 

13 such account amounts to not less than 71i per centurn 

14 of the total wages payable by him (plus the total wages 

3.5 payable by any other employers who may be con trib­

16 uting to such account) 'with respect to employment in 

17 such State in the preceding calendar year. 

18 " (5) Effective January 1, 1942, paragraph (4) 

19 of this subsection is amended to read as follows: 

20 " '(4) No reduced rate of contributions to a reserve 

21 account is permitted to a person (or group of persons) 

22 having individuals in his (or their) employ unless (A) 

230 compensation has been payable from such account 

24 throughout the year preceding the computation date, and 

25 (B) the balance of such account amounts to niot less than~ 
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five times the largest amount of compensation paid from 

such account within any one of the three years preced­

ing such date, and (C) the balance of such account 

amounts to not less thar. 2-s per centum of that part of 

the pay roll or pay rolls for the three years preceding 

such date by which contri1butions to such account were 

measured, and (D) such contributions were payable to 

such account with respect to the three ycars preceding 

the computation date.' 

" (b) OTHER STATE STANDARDS.-TNotwithstanding the 

provisions of subsection (a) (1) of this section a taxpayer 

shall be allowed an additional credit under section 1601 (b) 

with respect to any reduced rate of contributions permitted 

by a State law if the Board finds that under such law­

" (1) the amount in the unemployment fund as of 

the computation date equals not less than one and one-

half times the highest amount paid into such fund with 

respect to any one of the preceding ten calendar years or 

one and one-half times the highest amount of compensa­

tion paid out of such fund within any one of the pre­

ceding ten calendar years, whichever is the greater; and 

" (2) compensation will be paid to any otherwise 

eligible individual in accordance with general standards 

and requirements not less favorable to such individual 

than the following or substantially equivalent standards; 
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1 "(A) the individual will be entitled to receive, 

2 within a compensation period prescribed by State 

3 law of not more than fifty-two consecutive weeks, a 

4 total amount of compensation equal to not less than 

5 sixteen times his weekly rate of compensation for a 

6 week of total unemployment or one-third the individ­

'7 ual's total earnings (with respect to which contribu­

8 tions were required under such State law) during 

9 a base period prescribed by State law of not less 

10 than fifty-two, consecutive weeks, whichever is less, 

11 " (B) no such individual will be required to 

12 have been totally unemployed for longer than two 

:13 calendar weeks or two periods of seven consecutive 

14 days each, as a condition to receiving, during the 

15 compensation period prescribed by State law, the 

16 total amount of compensation provided in subpara­

17 graph (A) of this subsection, 

18 " (C) the weekly rates of compensation payable 

19 for total unemployment in such State will be related 

20 to the full-time weekly earnings (with respect to 

21 which contributions were required under such State 

22 law) of such individual during a period prescribed 

23 by State law and will not be less than (i) $5 per 

24 week if such full-time weekly earnings were $10 or 
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1 less, (ii) 50 per centum of such full-time weekly 

2 earnings if they were more than $10 but niot more 

3 than $30, and (iii) $15 per week if such full-time 

4 weekly earnings, were more than $30, and 

5 ~ " (D) compensation will be paid under such 

6 State law to any such individual whose earnings in 

7 any -week equal less than such individual's weekly 

8 rate of compensation for total unemployment, in an 

9 amount at least equal to the difference between 

10 such individual's actual earnings with respect to 

11 such week and his weekly rate of compensation for 

12 total unemployment; and 

13 " (3) Any variations in reduced rates of contribu­

14 tions, as between different persons having individuals in 

1.5 their employ, are permitted only in accordance with the 

-116 provisions of paragraph (2), (3) , or (4) of subsection 

17 (a) of this section. 

18 " (C) CERTIFICATION BY THE, BOARD WITH RESPECT 

19 To ADDITIONAL CREDIT ALLOWANCE.­

20 "()On December 31 in each taxable year, the 

21 Board sha~ll certify to the Secretary of the Treasury the 

22 law of each State (certified with respect to such year 

23 by the Board as provided in section 1603) with respect 

24 to which it finds that reduced rates of contributions were 

25 allowable with respect to such taxable year only in ac­
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cordance with the provisions of subsection (a) or (b) 

of this section. 

" (2) If the Board finds that under the law of a 

single State (certified by the Board as provided in sec­

tion 1603) more than one type of fund or accowit is 

maintained, and reduced rates of contributions to more 

than one type of fund or account were allowable with 

respect to a~ny taxable year, and one or more of such 

reduced rates were allowable under conditions not fuil­

filling the requirements of subsection (a) or (b) of 

this section, the Board shall, on December 31 of such 

taxable year, certify to the Secretary of the Treasury 

only those provisions of the State law pursuant to which 

reduced rates of contributions were allowable with re­

spect to such taxable year under conditions fufilling the 

requirements of subsection (a) or (b) of this section, 

and shafl, in connection therewith, designate the kind of 

fund or account, as defined in subsection (d) of this 

section, established by the provisions so certified. If 

the Board finds that a part of any reduced rate of 

contributions payable under such law or under such pro­

visions is required to be paid into one fund or account 

and a part into another fund or account, the Board shall 

make such certification pursuant to this paragraph as it 

finds will assure the allowance of additional credits only 
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with respect to that part of the reduced rate of contribu­

tions which is allowed under provisions which do fulfill 

the requirements of subsection (a) or (b) of this section. 

"(3) The Board shall, within thirty days after any 

State law is submitted to it for such purpose, certify to 

the State agency its findings with respect to reduced rates 

of contributions to a type of fund or account, as defined 

in subsection (d) of this section, which are allowable 

under such State law only in accordance with the provi­

sions of subsection (a) or (b) of this section. After 

making such findings, the Board shall not withhold its 

certification to the Secretary of the Treasury of such 

State law, or of the provisions thereof with respect to 

which such findings were made, for any taxable year 

pursuant to; paragraph (1) or (2) of this subsection 

unless, after reasonable notice and opportunity for hear­

ing to the State agency, the Board finds the State law 

no longer contains the provisions specified in subsection 

(a) or (b) of this section or the State has, with respect 

to such taxable year, failed to comply substantially with 

any such provision. 

"(d) IDEFINITIONS.-As used in this section­

"1 REE EAcuN.-The term 'reserve account' 

means a separate account in an unemployment fund, main­

tained with respect to a person (or group of persons) having 
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individuals in his (or their) employ, from which account, 

unless such account is exhausted, is paid all and only corn­

pensation payable on the basis of services performed for 

such person (or for one or more of the persons comprising 

the group) . 

" (2) POOLED FUND.-The term 'pooled fund' means 

an unemployment fund or any part thereof -(other than a 

reserve account or a guaranteed employment account) into 

which the total contributions of persons contributing thereto 

are payable, in which all contributions are mingled and 

undivided, and from which compensation is payable to all 

individuals eligible for compensation from such fund. 

" (3) PAR~TIALLY POOLED AcCOUNT.-The term 'par­

tially pooled account' means a part of an unemployment fund 

in which part of the fund all contributions thereto are mingled 

and undivided, and from which part of the fund compensation 

is payable only to individuals to whom compensation would 

be payable from a reserve account or from a guaranteed em­

ployment account but for the exhaustion or termination of 

such reserve account or of such guaranteed employment ac­

count. Payments from a reserve account or guaranteed 

employment account into a partially pooled account shall not 

be construed to be inconsistent with the provisions of para­

graph (1) or (4) of this subsection. 
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"(4) GUARANTEED EMPLOYMENT ACCOUNT.-The 

term 'guaranteed employment account' means a separate 

account, in an unemployment fund, maintained with respect 

to a person (or group of persons) having individuals in his 

(or their) employ who, in accordance with the provisions 

of the State law or of a plan thereunder approved by the 

State agency, 

" (A) guarantees in advance at least thirty hours of 

work, for which remuneration will be paid at not less 

than stated rates, for each of forty weeks (or if more, 

one weekly hour may be deducted for each added week 

guaranteed) in a year, to all the individuals who are 

in his (or their) employ in, and who continue to 

be available for suitable work in, one or more distinct 

establishments, except that any such individual's guar­

anty may commence after a probationary period (in­

eluded within the eleven' or less consecutive weeks 

immediately following the first week in which the 

individual renders services), and 

" (B) gives security or assurance, satisfactory to the 

State agency, for the fulfi~llment of such guaranties, 

from which account, unless such account is exhausted or 

terminated, is paid all and only compensation, payable on 

the basis of services performed for such person (or for. one or 

more of the persons comprising the, group) , to any such 
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individual whose guaranteed remuneration has not been paid 

(either pursuant to the guaranty or from the security or 

assurance provided for the fulfilllient of the guaranty), or 

whose guaranty is not renewved and who is otherwise eligible 

for compensation under the State law. 

" (5) YEi&R.-The term 'year' means any twelve con­

secutive calendar months. 

" (6) BALANCE.-Trhe term 'balance', with respect to a 

reserve account or a guaranteed employment account, means 

the amount standing to the credit of the account as of the 

computation date; except that, if subsequent to January 1, 

1939, any moneys have been paid into or credited to such 

account other than payments thereto by persons having indi­

viduals in their employ, such term shall mean the amount 

in such account as of the computation date less the total 

of such other moneys paid into or credited to such account 

subsequent to January 1, 1939. 

" (7) COMPUTATION DATE.-The term 'computation 

date' means the date, occurring at least once in each calendar 

year and within twenty-seven weeks prior to the effective 

date of new rates of contributions, as of which such rates are 

computed. 

"1(8) REDUCED RATE.-The term 'reduced rate' means 

a rate of contributions lower than the standard rate applicable 

under the State law, and the term 'standard rate' means the 
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1 rate on the basis of which variations therefrom are corn­

2 puted." 

3 (b) The provisions of paragraph (1) of section 1602 

4 (a) of the Internal Revenue Code, as amended, shall be 

applicable to paragraph (2) of such section only after De­

6 cember 31, 1941, and shall ill no event be applicable to 

7 paragraph (4) of such section in force prior to January 1, 

8 1942. 

9 SEc. 611. Paragraphs (1), (3), and (4) of section 

1603 (a) of the Internal Revenue Code are amended to 

11 read as follows: 

12 "(1) All compensation is to be paid through pub­

13 lie employment offices or such other agencies as the 

14 Board may approve; 

" (&) All money received in the unemployment 

16 fund shall (except for refunds of sums erroneously paid 

17 into such fund and except for refunds paid in accordance 

18 with the provisions of section 1606 (b) ) inumediately 

19 upon such receipt be paid over to the Secretary of the 

Treasury to the credit of, the Unemployment Trust 

21 Fund established by section 904 of the Social Security 

22 Act (49 Stat. 640; U. S. 0., 1934 ed., title. 42, see. 

23 1104) ; 

24 " (4) All money withdrawn from the unemployi­

ment fund of the -State shall be used solely in the 
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1 payment of unemployment compensation, exclusive of 

2 expenses of administration, and for refunds of sums 

3 erroneously paid into such fund and refunds paid in 

4 accordance with the provisions of section 1606 (b) ;" 

5 SEC. 612. Section 1604 (b) of the Interihal Revenue 

6 Code is amended to read as follows: 

7 "(b) EXTENSION OF TIME, FOR FILING.-The Coin­

8 missioner may extend the time for filing the return of the 

9 tax imposed by this subchapter, under such rules and regu­

10 lations as he may prescribe with the approval of the Secre­

11 tary, but no such extension shall be for more than ninety 

12 days. 

13 SEc. 613. Section 1606 of the Internal Revenue Code 

14 is amended to read as follows: 

15 "SEC. 1606. INTERSTATE COMMERCE AND FEDERAL MN 

16 STRUMENTALITIES. 

17 "(a) No person required under a State law to make 

.18 payments to an unemployment fund shall be relieved from 

19 compliance therewith on the ground that he is engaged in 

20 interstate or foreign commerce, or that the State law does 

21 not distinguish between employees engaged in interstate or 

22 foreign commerce and those engaged in intrastate commerce. 

23 " (b) The legislature of any State may require Any 

24 instrumentality of the United States (except such as are (A) 

H. R. 6635-6 
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1 wholly owned by the United States, or (B) exempt from the 

2 taxes imposed by sections 1410 and 166i0 by virtue of any 

3 other provision of law), and the individuals in its employ, 

4 to make contributions to an unemployment fund under a 

5 State unemployment compensation law approved by the 

6 Board under section 1603 and (except as provided in section 

'7 5240 of the Revised Statutes, as amended, and as modified by 

8 subsection (c) of this section) to comply otherwise with such 

9 law. The permission granted in this subsection shall apply 

10 (1) only to the extent that no discrimination is made against 

11 such instrumentality, so that if the rate of contribution is 

12 uniform upon all other persons subject to such law on 

13 account of having individuals in their employ, and upon all 

14 employees of such persons, respectively, the contributions 

15 required of such instrumentality or the individuals in its 

1.6 employ shall not be at a greater rate than is required of such 

1.7 other persons and such employees, and if the rates are deter­

18 mined separately for different persons or classes of persons 

1-9 having individuals in their employ or for different classes of 

20 employees, the determination shall be based solely upon 

21 unemployment experience and other factors bearing a direct 

22 relation to unemployment risk, and (2) only if such State 

23 law makes provision for the refund of any contributions 

24 required under such law from an instrumentality of the 

25 United States or its employees for any year in the event 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

83
 

said State is not certified by the Board under section 1603 

with respect to such year. 

"(c) Nothing contained in section 5240 of the Revised 

Statutes, as amended, shall prevent any State from requiring 

any national banking association to render returns and re­

ports relative to the association's employees, their remunera­

tion and services, to the same extent that other persons are re­

quired to render like returns and reports under a State 

law requiring contributions to an unemployment fund. The 

Comptroller of the Currency shall, upon receipt of a copy 

of any such return or report of a national banking associa­

tion from, and upon request of, any duly authorized official, 

body, or commission of a State, cause an examination of the 

correctness of such return or report to be made at the time of 

the next succeeding examination of such association, and shall 

thereupon transmit to such official, body, or commission a 

complete statement of his findings respecting the accuracy of 

such returns or reports. 

" (d) No person shall be relieved from compliance with a 

State unemployment compensation law on the ground that 

services were performed on land or premises owned, held, or 

possessed by the United States, and any State -shall have 

full jurisdiction and power to enforce the provisions of such 

law to the same extent and with the same effect as though 
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1. such place were not owned, held, or possessed by the United
 

2 States." 

3 SEC. 614. Effective January 1, 1940, section 1607 of 

4 the Internal ]Revenue Code is amended to read as follows: 

"SEC. 1607. DEFINITIONS. 

6 "When used in this subchapter­

7 "(a) EMPLOYER.-The term 'employer' does not in­

8 clude any person unless on each of some twenty days during 

9 the taxable year, each day being in a different calendar week, 

the total number of individuals who were in his employ 

11 for some portion of the day (whether or not at the same 

12 moment of time) was eight or more. 

13 "(b) WAGES.-The term 'wages' means all remu­

14 neration for employment, including the cash value of all 

remuneration paid in any medium other than cash; except 

16 that such term shall not include­

17 "(1) That part of the remuneration which, after 

18 remuneration equal to $3,000 has been paid to an indi­

19 vidual by an employer with respect to employment dur­

ing any calendar year, is paid to such individual by 

21 such employer with respect to employment during such 

22 calendar year; 

23 " (2) The amount of any payment made to, or on 

24 behalf of, an employee under a plan or system estab­

lisbed by an employer which makes provision for his 

26 employees generally or for a class or classes of his em­
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1 ployces (including any amount paid by an employer 

2 for insurance, or into a fund, to provide for any such 

3 payment), on account of (A) retirement, or (B) sick­

4 ness or accident disability, or (C) medical and hos-. 

pitalization expenses in connection with sickness or acci­

6 dent disability; 

'7 " (3) The payment by an employer (without 

8 deduction from the remuneration of the employee) (A) 

9 of the tax imposed upon an employee under section 1400 

or (B) of any payment required from an employee 

11 under a State unemployment compensation law; or 

12 " (4) Dismissal payments which the employer is 

13 not legally required to make. 

14 " (c) EMPLJOYMENT.-The term 'employment' means 

any service performed prior to January 1, 1940, which was 

16 eniployment as defined in this section prior to such date, and 

17 any service, of whatever nature, performed after Decenm­

18 ber 31, 1939, within the United States by an employee for 

19 the person employing him, irrespective of the citizenship or 

residence of either, except­

21 "(1) Agricultural labor (as defined in subsection, 

22 (); 

23 "(2) Domestic service in a private home, local 

24 college club, or local chapter of a college fraternity or 

sorority; 
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1 "(3) Casual labor not in the course of the cm­

2 plover's trade or business; 

3 "(4) Service performed as an officer or member 

4 of the crew of a vessel on the navigable waters of the 

United States; 

6 " (5) Service performed by an individual in the 

7 employ of his son, daughter, or spouse, and service 

8 performed by a child under the age of twenty-one in 

9 the employ of his father or mother; 

" (6) Service performed in the employ of the 

11 United States Government or of an instrumentality of 

12 the United States which is (A) wholly owned by the 

13 United States, or (B) exempt from the tax imposed by 

14 section 1600 by virtue of any other provision of law; 

" (7) Service performed in the employ of a State, 

16 or any political subdivision thereof, or any instrumen­

17 tality of any one or more of the foregoing which is 

18 wholly owned by one or more States or political subdivi­

19 sions; and any service performed in the employ of 

any instrumentality of one or more States or political 

21 subdivisions to the extent that the instrumentality is, 

22 with respect to such service, immune under the Consti­

23 tution of the United States from the tax imposed by 

24 section 1600; 

" (8) Service performed in the employ of a corpora­

26 tion, community chest, fund, or foundation, organized 
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and operated exclusively for religious, charitable, scien­

tific, literary, or educational purposes, or for the pre­

vention of cruelty to children or animals, no part of the 

net earnings of which inures to the benefit of any private 

shareholder or individual, and no substantial part of the 

activities of which is carrying on propaganda, or other­

wise attempting, to influence legislation; 

" (9) Service performed by an individual as an 

employee or employee representative as defined in section 

1 of the Railroad Unemployment Insurance Act; 

"(10) (A) Service performed in any calendar 

quarter in the employ of any organization exempt from 

income tax under section 101, if­

" (i) the remuneration for such service does not 

exceed $45, or 

" (ii) such service is in connection with the 

collection of dues or premiums for a fraternal bene­

ficiary society, order, or association, and is per­

formed away from the home office, or is ritualistic 

service in connection with any such society, order, 

or association, or 

" (iii) such service is performed by a student 

who is enrolled and is regularly attending classes at 

a school, college, or university; 

" (B) Service performed in the employ of an agri­

cultural or horticultural organization; 
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1 "(C) Service perfon-ned in the employ of a vohtii­

2 tary employees' beneficiary association providing for the 

3 payment of life, sick, accident, or other benefits to the 

4 members of such association or their dependents, if (i) no 

5 part of its net earnings inures (other than through such 

6 payments) to the benefit of ahy private shareholder or 

7 individual, and (ii) 85 per centum. or more of the income 

8 consists of amounts collected from members for the sole 

9 purpose of making such payments and meeting expenses; 

10 "(D) Service performed in the employ of a volun­

11 tary employees' beneficiary association providing for the 

12 payment of life, sick, accident, or other benefits to the 

13 members of such association or their dependents or des­

14 ignated beneficiaries, if (i) admission to membership in 

:15 such association is limited to individuals who are em­

16 ployees of the United States Government, and (ii) no 

17 part of the net earnings of such association inures (other 

18 than through such payments) to the benefit of any 

19 private shareholder or individual; 

20 "(E) Service performed in any calendar quarter 

21 in the employ of a school, college, or university, not 

22 exempt from income tax under section 101, if such 

23 service is performed by a student who is enrolled and is 

24 regularly attending classes at such school, college, or 

25 university, and the remuneration for such service does 

26 not exceed $45 (exclusive of room, boaxd, and tuition) ; 
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1 "1)Servicc performed in the employ of a foreign 

2 goveriimcit (including service as a consular or other 

3 officer or employee or a nondiplonmatic representative) 

4 or 

"(12) Service performed in the employ of an instra­

6 mentality wholly owned by a foreign government­

17 "(A) If the service is of a character similar to 

8 that performed in foreign countries by employees 

9 of the United States Government or of an instru­

mentality thereof; and 

11 " (B) If the Secretary of State shall certify to 

12 the Secretary of the Treasury that the foreign gov­

13 ermient, with respect to whose instrumentality ex­

14 emption is claimed, grants an equivalent exemption 

with respect to similar service performed in the for­

16 eign country by employees of the United States 

17 Government and of instrumentalities thereof: 

18 "(13) Service performed as a student nurse in the 

19 employ of a hospital or a nurses' training school by an 

individual who is enrolled and is regularly attending 

21 classes in a nurses' training school chartered or approved 

22 pursuant to State law; and service performed as an 

23 interne in the employ of a hospital by an individual who 

24 has completed a four years' course in a medical school 

chartered or approved pursuant to State law..
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1 "(d) INCLUDED AND EXCLUDED SERVICE.-If the 

2services performed during one-half or more of any pay 

3period by an employee for the person employing him consti­

4 Lute employment, all the services of such emiployee for such 

5 period shall be deemed to be employment; but if the services 

6 performed during more than one-h~lf of any such pay period 

7 by an employee for the person employing him do not con­

8 stitute employment', then none of the services of such em­

9 ployee for such period shall be deemed to be employment. 

10 As used in this subsection the term 'pay period' means a 

II period (of not more than thirty-one consecutive days) for 

12 which a payment of remuneration is ordinariy made to the 

103 employee by the person employing him. This subsection 

:14 shall not be applicable with respect to services performed for 

15 an employer in a pay period, where any of such service is 

16 excepted by paragraph (9) of subsection (c). 

17 "(e) STATE AGENcy.-The term 'State agency' means 

:18 any State officer, board, or other authority, designated 

19 under a. State law to administer the unemployment fund in 

20 such State. 

21 " (f) UNEMPLOYMENT FuNDn.-The term 'unemploy­

22 ment fund' means a special fund, established under a State 

23 law and administered by a State agency, for the pay~­

24 ment of compensation. Any sums standing to the account 

25 of the State agency in the Unemployment Trust Fund 
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1 established by section 904 of the Social Security Act, as 

2 amended, shall be deemed to be a part of the unemployment 

3 fund of the State, and no sums paid out of the Unemnploy­

4 ment Trust Fund to such State agency shall cease to be a 

5 part of the unemployment fund of the State until expended 

6 by such State agency. An unemployment fund shall be 

'7 deemed to be maintained during a taxable year only if 

8 throughout such- year, or such portion of the year as the 

9 unemployment fund was in existence, no part of the moneys 

10 of such fund was expended for any purpose other than the 

11 payment of compensation (exclusive of expenses of adrnin­

12 istration) and for refunds of sums erroneously paid into 

13 such fund and refunds paid in accordance with the pro­

14 visions of section 1606 (b). 

15 " (g) CONTRnBUTIONS.-The term 'contributions' means 

16 payments required by a State law to be made into an un­

1L7 employment fund by any person on account of having 

-18 individuals in his employ, to the extent that such payments 

19 are made by him without being deducted or deductible from 

20 the remuneration of individuals in his employ. 

21 "1(h) COMPENSATION.-The term 'compensation' means 

22 cash benefits payable to individuals with respect to their 

23 unemployment. 

24 " (i) EMPLonYE.-The term 'employee' includes an 

25 officer of a corporation. 
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1 "(j) STATE.-Th~e teirm 'State' includes Alaska, Hlawajii 

~J and the District of Columbia. 

3 " (k) PERSON.-The term 'person' means an individual, 

4 a trust or estate, a partnership, or a corporation. 

5 " (1) AGRICULTURAL LABOR.-The term 'agricultural 

6 labor' includes all service perforped­

7 " (1) On a farm, in the, employ of any person, in 

8 connection with cultivating the soil, or in connection with 

9 raising or harvesting any agricultural or horticultural 

10 commodity, including the raising, feeding, and manage­

11 ment of livestock, bees, poultry, and fur-bearing animals. 

12 " (2) In the employ of the owner or tenant of a 

13. farm, in connection with the operation, management, or 

14 maintenance of such farm, if the major part of such 

15 service is performed on a farm. 

16 "(3) In connection with the production or harvest­

17 ing of maple sirup or maple sugar or any commodity 

18 defined as an agricultural commodity in section 15 (g) 

19 of the Agricultural Marketing Act, as amended, or in 

20 connection with the raising or harvesting of mushrooms, 

21 or in connection with the hatching of poultry, or in 

22 connection with the ginning of cotton. 

23 " (4) In handling, drying, packing, packaging, 

24 processing, freezing, grading, storing, or delivering to 

25 storage or to market or to a carrier for transportation 
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1 to miarket, anyN agricultural or horticultural comimodityv; 

2 buit only if such service is performed as an incident to 

3 ordinar-y farming operations or, in the case of fruits and 

4 vegetables, as an incident to the preparation of such 

5 fruits or vegetables for mark-et. The provisions of this 

6 paragraph shall not be deemed to. be applicable with re­

spect to service performed in connection with commer­

8 cial canning or commercial freezing or in connection 

9 with any agricultural or horticultural commodity after 

10 its delivery to a terminal mnarket for distribution for 

11 consumption. 

12 "As used in this subsection, the term 'farm' includes 

13 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

14 farms, plantations, ranches, nurseries, ranges, greenhouses 

15 or other similar structures used 'primarily for the raising of 

1-6 agricultural or horticultural, commodities, and orchards." 

17 SEc. 615. Subchapter C of chapter 9 of the Internal 

is Revenue Code is amended by adding at the end thereof the 

19 following new section: 

20 "SEc. 1611. This subchapter may be cited as the 'Fed­

21 eral Unemployment Tax Act'." 

22 TITLE YII-AMENDAIENTS TO TITLE X OF THE 

23 SOCIAL SECURITY ACT 

24 SEC. 701. (a) Clause (5) of section 1002 (a) of the 

25 Social Security Act is amended to read as follows: "(5) 
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I provide such methods of administration (other than those 

2 relating to selection, tenure of office, and compensation of 

30 personnel) as are found by the Board to be necessary for 

4 the proper and efficient operation of the plan." 

(b) Effective July 1, 1941, section 1002 (a) of such 

6) Act is further amended by inserting before the period at the 

7 end thereof a semicolon and the following new clauses: 

8 " (8) provide that the State agency shall, in determining 

-9need, take into consideration any other income and resources 

of an individual claiming aid to the blind; and (9) provide 

1-1 safeguards which restrict the use or disclosure of information 

12 concerning applicants and recipients to purposes directly 

13 connected with the administration of aid to the blind". 

14 Smc. 702. Effective January 1, 1940, section 1003 of 

such Act is amended to read as follows: 

16 "PAYME NT TO STATES 

-17 "SEC. 1003. (a) From the sums appropriated therefor, 

18 the Secretary of the Treasury shall pay to each State which 

19 has an approved plan for aid to the blind, for each quarter, 

beginning with the quarter commencing January 1, 1940, 

21 (1) an amount, which shall be used exclusively as aid to 

22 thc blind, equal to one-half of the total of the sums expended 

23 during such quarter as aid to the blind under the State plan 

24 with respect to each needy individual who is blind and is 

not an inmate of a public institution, not counting so much 
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1 of such expenditure with respect to any individual for any 

2 month as exceeds $30, and (2) 5 per centum of such 

3 amount, which shall be used for paying the costs of admin­

4 istering the State plan or for aid to the blind, or both, and 

5 for no other purpose. 

6 "(b) The method of computing and paying such 

7 amounts shall be as follows: 

8 " (1) The Board shall, prior to the beginning of 

9 each quarter, estimate the amount to be paid to the State 

10 for such quarter under the provisions of clause (1) of 

II subsection (a), such estimate to be based on (A) a 

12 report filed by the State containing its estimate of the 

13 total sum to be expended in such quarter in accordance 

14 with the provisions of such clause, and stating the amount 

15 appropriated or made available by the State and its polit­

16 ical subdivisions for such expenditures in such quarter, 

17 and if such amount is less than one-half of the total sum 

18 of such estimated expenditures, the source or sources 

19 from which the difference is expected to be derived, (B) 

20 records showing the number of blind individuals in the 

21 State, and (C) such other investigation as the Board 

22 may find necessary. 

23 " (2) The Board shall then certify to the Secretary 

24 of the Treasury the amount so estimated by the Board, 

25 (A) reduced or increased, as the case may be, by any
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1 sum by which it finds that its estimate for ally prior 

2 quarter was greater or less than the amount which 

3 should have been paid to the State under clause (1) of 

4 sulbsection (a) for suc11 quarter, and (B) reduced by a 

sum equivalent to the pro rata share to which the United 

6 States is equitably entitled, as determined by tile Board, 

7 of the net amount recovered during a prior quarter by 

8 the State or any political subdivision thereof with respect 

9 to aid to the blind furnished under the State plan; except 

that such increases or reductions shall not be made to the 

11 extent that such sunis have been applied to make the 

12 amount certified for any prior quarter greater or less 

13 than the amount estimated by the Board for such prior 

14 quarter: Provided, That any part of the amount recov­

ered from the estate of a deceased recipient which is not 

16 in excess of the amount expended by the State or any 

17 political subdivision thereof for the funeral expenses 

18 of the deceased shall not be considered as a basis for 

19 reduction under clause (B) of this paragraph. 

" (3) The Secretary of the Treasury shall there­

21 upon, through the Division of Disbursement of the Treas­

22 ury Department, and prior to audit or settlement by the 

23 General Accounting Office, pay to the State, at the time 

24 or times fixed by the Board, the amount so 'certified, in­

creased by 5 per centum." 
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1 SEc. 703. Section 1006 of such Act is amended to read 

2 as follows: 

3 "SECo. 1006. When used in this title the term 'aid to 

4 the blind' means money payments to blind individuals who 

are needy." 

6 TITLE VIII-AMIENDMENTS TO TITLE XI OF THE 

7 SOCIAL SECURITY ACT 

8 SEC. 801. Effective January 1, 1940­

9 (a) clause (1) of section 1101 (a) of such Act is 

amended to read as follows: " (1) The term 'State' (except 

11 when used in section 531) includes Alaska, Hawaii, and the 

12 District of Columbia, and when used in titles V and VI of 

13 such Act (including section 531) includes Puerto Rico."~ 

14 (b) section 1101 (a) is further amended by striking out 

paragraph (6) and inserting in lieu thereof the following: 

16 " (6) The termn 'employee' includes an officer of a corpo­

17 ration. It also includes any individual who, for remuneration 

18 (by way of commission or otherwise) under an agreement 

19 or agreements contemplating a series of simnilar transactions, 

secures applications or orders or otherwise personally per­

21 forms services as a salesman for a person in furtherance of 

22 such person's trade or business (but who is not an employee 

23 of such person under the law of master and servant) ; unless 

24 (A) such services are performed as a part of such individual's 

business as a broker or. factor and, in furtherance of such 

H. R. 6635-7 



98
 

1 business as broker or factor, similar services are performed 

2 for other persons and one or more, employees of such broker 

3 or factor perform a substantial part of such services, or (B) 

4 such services are casual services not in the course of such 

5 individual's principal trade, business, or occupation. 

6 " (7) The term 'employer' includes any person for whom 

7 an individual performs any service of whatever nature as 

S his employee." 

9 SEC. 802. Title XI of such Act is further amended by 

10 adding at the end thereof the following new sections: 

11 "DISCLOSURE OF INFORMATION IN POSSESSION OF BOARD 

12 "SE~C. 1106. No disclosure of any return or portion of 

13 a return (including information returns and other written 

14 statements) filed with the Commissioner of Internal Revenue 

15 under title VIII of the Social Security Act or the Federal 

16 Insurance Contributions Act or under regulations made under 

17 authority thereof, which has been transmitted to the Board by 

18 the Commissioner of Internal Revenue, or of any file, record, 

19 report, or other paper, or any information, obtained at any 

20 time by the Board or by any officer or employee of the Board 

21 in the course of discharging the duties of the Board, and 

22 no disclosure of any such file, record, report, or other 

23 paper, or information, obtained at any time by any person 

24 from the Board or from any officer or employee of the Board, 

25 shall be made except as the Board may by regulations pre­
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1 scribe. Any person who shall violate any provision of thi's 

2 section shall be deemed guilty of a misdemeanor a-id, upon 

3 conviction thereof, shall be punished by a fine not exceeding 

4 $1,000, or by imprisonment not exceeding one year, or both. 

5 "~PENALTY FOR FRAUD 

6 "SEC. 1107. (a) Whoever, with the intent to defraud 

'7 any person, shall make or cause to be made any false rep­

8 resentation concerning the requirements of this Act, the Fed­

9 eral Insurance Contributions Act, or the Federal Unemploy­

10 ment Tax Act, or of any rules or regulations issued there­

1-1 under, knowing such representations to be false, shall be 

1-2 deemed guilty of a misdemeanor, and, upon conviction 

13 thereof, shall be punished by a fine not exceeding $1,000, or 

14 by imprisonment not exceeding one year, or both. 

15 "(b) Whoever, with the intent to elicit information as 

16 to the date of birth, employment, wages, or benefits of any 

17 individual (1) falsely represents to the Board that he is 

18 such individual, or the wife, parent, or child of such indi­

19 vidual, or the duly authorized agent of such individual, or 

20 of the wife, parent, or child of such individual, or (2) falsely 

21 represents to any person that he is an employee or agent of 

22 the United States, shall be deemed guilty of a misdemeanor, 

23 and, upon conviction thereof, shall be punished by a fine not 

24 exceeding $1,000, or by imprisonment not exceeding one 

~25 year, or both.", 
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1 TITLE IX-MISCELLANEOUS PROVISIONS 

2 SEC. 901. No provision of this Act shall he construed as 

3 amending or altering the effect of section 13 (b) , (c), (d) , 

4 (e), or (f) of the Railroad Unemployment Insurance Act. 

5 SEC. 902. (a) Against the tax imposed by section 901 

6 of the Social Security Act for the calendar year 1936, 

7 1937, or 1938, any taxpayer shall be allowed credit for 

8 the amount of contributions, with respect to employment 

9 during such year, paid by him into an unemployment fund 

10 under a State law­

11 (1) Before the sixtieth day after the date of the 

12 enactment of this Act; 

13 (2) On or after such sixtieth day, with respect~to 

14 wages paid after the fortieth day after such date of 

15 enactment; 

16 (3) Without regard to the date of payment, if the 

17' assets of the taxpayer are, at any time during the fifty~­

18 nine-day period following such date of enactment, in 

19 the custody or control of a receiver, trustee, or other 

.20 fiduciary appointed by, or under the control of, a court 

21 of competent jurisdiction. 

22 (b) Upon the payment of contributions into the unem­

23 ployment fund of a State which are required under the 

24 unemployment compensation law of that State with respect 

25 to remuneration on the basis of which, prior to such pay~­
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1 ment into the proper fund, the taxpayer erroneously paid 

2 an amount as contributions under another unemployment 

3 compensation law, the payment into the proper fund shall, 

4 for purposes of credit against the tax imposed by section 901 

5 of the Social Security Act for the calendar years 1936, 

6 1937, and 1938, respectively, be deemed tQ have been made 

7 at the time of the erroneous payment. If, by reason of such 

8 other law, the taxpayer was entitled to cease paying contribu-a 

9 tions with respect to services subject to such other law, the 

10O payment into the proper fund shall, for purposes of credit 

11 against the tax, be deemed to have been made on the date 

12 the return for the taxable year was filed under section 905 

130 of the Social Security Act. 

14 (c) The provisions of the Social Security Act in force 

15 prior to February 11, 1939 (except the provisions limiting 

16 the credit to amounts paid before the date of filing returns) 

17 shall apply to allowance of credit under subsections (a), 

18 (b), and (h), and the terms used in such subsections shall 

19 have the same meaning as when used in title IX of the Social 

20 Security Act prior to such date. The total credit allowable 

21 against the tax imposed by section 901 of such Act for the 

22 calendar years 1936, 1937, and 1938, respectively, shall not 

23 exceed 90 per centum of such tax. 

24 (d) Refund of the tax (including lenalty and interest 

25 collected with respect thereto, if any), based on any credit 
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.1 allowable under subsections (a) , (b) , and (h) , may be made 

2 in accordance with the provisions of law applicable in the 

3 case of erroneous or illegal collection of the tax. No interest 

4 shall be allowed or paid on the amount of any such refund. 

(e) Notwithstanding the provisions of section 1601 (a) 

6 (2) of the Internal Revenue Code, as amended, credit shall 

7 be permitted under such section 1601, against the tax for 

8 the taxable year in which remuneration is paid for services 

9 rendered during a prior year, for the amounts of contribu­

tions with respect to such remuneration which have not been 

11 credited against the ta~x for any prior taxable year. Credit 

12 shall be permitted under this subsection only against the tax 

13 for the years 1940, 1941, and 1942, and only for contribu­

14 tions with respect to remuneration for services rendered after 

December 31, 1938. 

16 (f) No tax shall be collected under title VIII or IX 

17 of the Social Security Act or under the Federal Insurance 

18 Contributions Act or the Federal Unemployment Tax Act, 

19 with respect to services rendered prior to January 1, 1940, 

which are described in subparagraphs (11) and (12) of 

21 sections 1426 (b) and 1607 (c) of the Internal Revenue 

22 Code, as amended, and any such tax heretofore collected 

23 (including penalty and imterest with respect thereto, if any) , 

24 shall be refunded in accordance with the provisions of law 

applicable in the case-of erroneous or illegal collection of the 
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1L tax. No interest shall be ,allowed or paid on the amount of 

2 any such refund. No payment shall be made under title II of 

3 the Social Security Act with respect to services rendered prior 

4 to January 1, 1940, which are described in subparagraphs 

5 (11) and (12) of section 209 (b) of such Act, as amended. 

6 (g) No lump-sum payment shall be made under the pro­

7 visions of section 204 of the Social Security Act after the 

8 date of enactment of this Act, except to the estate of an indi­

9 vidual who dies prior to January 1, 1940. 

10 (h) Notwithstanding the provision of section 907 (f) 

11 of the Social Security Act limiting the term "contributions" 

12 to payments required by a State law, credit shall be permitted 

1.3 against the tax imposed by section 901 of such Act for the 

14 calendar year 1936 or 1937, for so much of any payments 

15 made as contributions for such year into the unemployment 

16 fund of a State which are held by the highest court of such 

17 State not to be required payments under the unemployment 

18 compensation law of such State if they are not returned to 

19 the taxpayer. So much of such payments as are not so 

20 returned shall be considered to be "contributions" for the 

21 purposes of section 903 of such Act. The periods of limita­

22tins prescribed by section 3312 (a) of the Internal Revenue 

23Code shall not begin to run, in the case of the tax for such 

24year of any taxpayer to whom any such payment is returned, 

25until the last such payment is returned to the taxpayer. 
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SFa. 903. Section 1430 of the Internal Revenue Code is 

2 amended by striking out "3762" and inserting in lieu thereof 

3 "13661"-. 
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Mr. VWORMIS of California. Mr. Speaker, I ask unanimous 
consent to proceed for 1minute to answer the gentleman who 
Just spoke.

Mr. CLAR. Wr. Speaker. I cannot yield any more,
The SPEAKER. The gentleman from North Carolina [Mr. 

CLARK) refuses to yield. 
Mr. CLAPK. Mr. Speaker, I call up House Resolution 214. 
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The Clerk read as follows: 

House Resolution 214 
Resolved, That 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 the consideration of 
H. R. 6635. a bill to amend the Social Security Act, and for other
Purposes, and all points of order against said bill are hereby waived,
'That after general debate, which shall be confined to the bill and 
continue not to exceed 8 hours, to be equally divided and con-
trolled by the chairman and ranking minority member of the Coin-
nmittee on Ways and Means, the bill shall he read for amendment 
Under the 5-minute rule. At the conclusion of the reading of the 
bill for amendment the Committee shall rise and report the samne to 
the House with such amendments as may have been adopted, and
the previous question shall be considered as ordered on the bill and 
Amendmnents thereto to final passage without Intervening motion 

except one motion to recommit, with or without instructions, 
Mr. CLARK. Mr. Speaker, I yield 30 minutes to the gentle-

man rom ennesee[Mr.TAYLR].I 
Mr. Speaker, I yield at this time 10 minutes to the gentle-

man from Illinois [Mr. SABATH]. 
Mr. SABATH. Mr. Speaker. House Resolution 214 is for 

consideration of the bill H. R. 6635, to amend the Social 
Security Act, and for other purposes, and provides 8 hours' 
general debate. It is an open rule, which will give all Mem- 
bers the opportunity to offer amendments and obtain a vote yield to the gentleman. 
crn any and all amendments that may be offered in good faith Mr. RICH. The gentleman says this Is a step in the right
by any Member, direction, in changing the Social Security Act. Does not the 

The chairman of the Ways and Means Committee [Mr. gentleman believe you would have taken a greater step in theoter comitee, 
plain the bill in detail, so I will content myself with mention-tiacintsbgnnThnyuw ldotavtomk 
ing that It extends and liberalizes benefits to widows, children, a lot of changes now. You are not even going far enough
and dependent parents, and takes effect in 1940 instead of now to make it right. You ought to go a good bit further 
In 1942. The old-age insurance tax has been frozen at 1 than you !iave gone at the present time. 

DOUGTON.anembes o tha illex-right direction had you given more time to the drafting of 

percent upon workers as well as upon employers until 1942, 
which represents a 33-percent reduction. In the 3 years,
1940, 1941, and 1942, approximately $825,000,000 will thus be 

savd te eploersandempoyes.Othr svins povied 
for will bring the total savings to approximately $1,710,000,-
000. It will also be seen that old-age Insurance wifi be in-
creased from $30 to $40 a month. The report of the corn-
mittee, which I have before me, explains the many benefits 
under this act, and I hope that the chairman or some member 
of the Ways and Means Committee will place part of that 
report in the RECORD in order that the country may realize 
the great deal of time and study they have given the subject 
and the excellent recommendations they have brought forth. 

I myself experienced a great deal of satisfaction and pleas-
uire in having this bill before the House today. Over 30 years 
ago I introduced the first resolution to inquire into the pos-
sibilities of old-age insurance and advocated such insurance 
and legislation similar to that now provided i.n the Social 
Security Act. When we passed the first Soc~al Security Act 
I said on the floor of the House that it was only a beginning, 
but a step in the right direction. I was mainly interested 
then in the principle, not the details. It Is a principle I have 
advocated for many, many years. 

Personally I cannot understand why 3 hours' general de-
bate was requested. It is beyond me how anyone here with 
the interest of the people at heart can oppose any of the 
provisions of thi-s bill. 

Mr. Speaker, it was known that the Ways and Means Corn-
mittee was nearly ready to submit its report on this legisla-
tion, and as far as I was personally concerned I felt it de-
cidedly out of place to bring the so-called Townsend bill to the 
floor of the House. That bill had no chance of passing in the 
first place; neither was it feasible nor possible of operation.
Without charging that its proponents and supporters have 
ulterior motives, which I do not want to imply, it does seem 
to me that such legislation is built on dreams and impossible 
to work out. I venture to say that many of the Members who 
voted for it did so not from conviction but because of political 
expediency. It should be remembered, Mr. Speaker, that 
many of us Democrats advocated and worked for social se-
curity, old-age and unemployment insurance, long before Dr. 
Townsend was ever heard of. And let us not forget that it 
was under the aggressive leadership of President Roosevelt 
that the present Social Security Act became a law. 

T. XIV-422A9 

RECORD-HOUSE 
I To get back to the bill before us, I feel that every Member 

who voted against the Townsend bill should demonstrate by
his vote today that he is sincere in trying to better the conl­
dition of the Nation's needy. I do believe that if nothing had 
been accomplished by the administration other than this 
legislation, the President and the Democratic House would be 
entitled to the everlasting thanks and gratitude of the Amer­
ican people. [Applause.] 

Ihp ht owtsadn h ila gsaeet
Ihp ht owtsadn h ilaigsaeet

that have been made and probably will continue to be made 
from time to time, the American People will appreciate this 
legislation as a step in the right direction.

be 
I .levethat nearly all the Members on both sides of the 

aisle are for this legislation and for this rule, and for that 
reason I am not going to take up the 10 minutes given me.

will conclude in the hope not only that all the time pro­
viefo baewlntbeeddutttnteenhf 
of the time will be taken up, as we have many important 
measures pending in which the House and the country are 
very interested. 

Mr. RICH. Mr. Speaker, will the gentleman yield? 
Mr. SABATH. I yield, of course. I never can refuse to 

Mr. SABATH. I am surprised, thouLgh also pleased, with 
the gentleman's question and suggestion. It does seem, 
thu , that the gentleman today is at variance with his 
usual position. The gentleman suggests that we go much 
futethnwargoginhsbilIaretatesoud 
But I recall quite vividly the gentleman's oft-repeated ques­
tion, "Where will the money come from?" and I now ask that 
question of him. [Laughter and applause.] 

I might inform the gentleman that originally we had hoped 
to make -this bill a broader one, but the tremendous oppo.­
sition from the Republican side kept us from giving the people 
all the relief we had hoped and expected to give them. How­
ever, we are doing it gradually, surely, positively, and in an 
orderly manner so as to not put a great additional strain 
on the Treasury or the taxpayers of the country. 

The gentleman must be familiar with the cry of certain 
well-organized groups to the effect that taxes are stifling 
business. They want tax reductions. Of course they do. 
And I can take one very loud mouthpiece of those vested 
interests, the Chicago Tribune. and read to you headlines 
from some of its recent editions, which just do not support 
the editorials appearing in the same issue. Here is one head­
line: 

Four hundred companies' net earnings 82 percent higher. 
That appeared in the finance and commerce section of the 

June 2 issue. It reports that the aggregate net income of 
these companies for the 3 months ending with March was 
$251,500,000, against $137,900,000 a year earlier. Another 
heading is: 

June interest, dividends put at $S79.119,000. 
The edition of May 23 reports: 
Cornonwealth & Southern made *13.750,981-Eastern Air Lines 

increasas income-4233,125 In the first quarter compares with earn­
ings of $98.822 year before. 

The May 20 edition reports: 
Store sales in week 22 percent above year ago--May 1 supply of 

used autos shows upturn-OCutput of autos mounts against seasonaj
trend. 

Mr. Speaker, all of these newspaper reports, mind you, are 
in a newspaper whose editorials are continually crying against
the administration an~d this Congress. 

Mr. ANDERSON of Missouri. Mr. Speaker, will the gentle.. 
man yield? 

Mr. SABATE. I yield 
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Mr. ANDERSON of Missouri. The gentleman from Illinois 

Is making a very fine speech. The gentleman discussed the 
Townsend plan. Will the gentleman state how he stands on 
the Townsend plan? 

Mr. SABATH. I have been opposed to it. It cannot be 
adopted, except in a form that could never be carried out. 
The finances of the Nation will not permit it. As I stated 
before, long before Dr. Townsend was ever heard of, the Presi-
dent and the Democratic Members realized the necessity of 
doing something for the aged of the country. We Lftarted the 
social-security program and we are going to follow it through 
without the aid of Dr. Townsend or any others impractical 
enough nat to face hard realities and realize that such plans 
as the one he advances is absurd. 

Mr. O'CONNOR. Mr. Speaker, will the gentleman yield? 
Mr. SABATH. I yield. 
Mr. O'CONNOR. I should like to ask this of the distin-

guished gentleman from Pennsylvania: Since he says this 
bill does not go far enough, how much further would he 
want it to go and how much money would he want us to 
spend? 

Mr. RICH. The gentleman is asking me a question and I 
am sure the gentleman from Illinois will be pleased to hear 
me answer it. I will say, first, that the gentleman from Illi- 
nois is the first man I have heard on that side of the H-ouse 
get up and say, "Where are you going to get the money?" 
I congratulate the gentleman because I believe he is seeing 
the light. I believe if the gentleman will keep on he will 
realize that this program you have established cannot go any 
further because it is wrecking the Nation. I congratulate the 
gentleman. I think he is on the right track. I hope the gen-
tleman can secure the aid and assistance of the Speaker, the 
majority leader, and the majority of the Members on that side 
of the House. I hope you will finish the job. The gentleman 
Is the first man on that tide who has started to want to know 

whee yu togetthemony.[Applause.]ae gin
wher tyoge arth gongmoey.matched

Mr. SABATH. I thank the gentleman. He is always very
kind to me personally, and I appreciate it; but I could not 
resist asking that question, because the gentleman feels we 
are not going far enough. We are Increasing the benefits 

axesand eduing Ththe cetaily soul satsfythe
and eduing he Tht cetaily soul satsfytheaxes 

gentleman, who is always inquiring as to where the money is 
coming from, This bill In Itself makes a reduction of $1,710,-

000,00.In ddiionto berecgniedhatIt soul hatthe
000,00.In ddiionto berecgniedhatIt soul hatthe 

continued improvement of business, with higher profits, 
means increased revenue to the Government, and I am not a 
bit alarmed-nor should he be--as to where the mnyw 1 
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record. It Is so obvious that the disorders of the capitalistic system 
ar so much deeper and more fundamental than taxation and Gov­ermnent spending that the public is disgusted when "captains of
industry" persist in Ignoring the plain facts in order to slam the 
New Deal. 

Mr. Speaker, one of my colleagues from Illinois a few 
moments ago stated that in his district three Republican
judges were elected. That is true. We in Chicago are 
taking thz judiciary out of politics. We nominated some 
Republican judges. If we had not nominated some Repub­
lican judges on the Dem~ocratic ticket our majority would 
have been still larger because people resented the fact that 
we had done so. our Democratic majority will be close to 
400,000 in the city of Chicago, and this will overcome the 
effect of any little election in some of the country towns 
down-State. [Applause.) 

The SPEAKER pro temnpore (Mr. COFFEE of Nebraska). 
The time of the gentleman from Illinois has expired. 

Mr. TAYLOR of Tennessee. Mr. Speaker, I yield myself 
5 minutes. 

Mr. Speaker, It is not my Intention to consume a great 
deal of time in a discussion of this rule and the measure 
which it makes in order. 

The bill, consisting of over 100 pages, is so compl'i and 
complicated that it would take the sapience of the proverbial 
Philadelphia lawyer and a great deal of actuarial knowledge 
to interpret its provisions. 

There is one provision of the bifl, however, with which I 
am more or less familiar by experience, and that Is the sec­
tion of the bill which relates to old-age assistance. When 
we had this measure before us on April 17, 1935, I took 
occasion to discuss the merits of that bill at that time. This 
was the original Social Security Act and on that occasion I 
made some predictions as to old-age assistance which have 
been verified by time. I said on that occasion: 

According to the terms of this bill, the Government agrees to give
those over 85 years of age a pension In such amount as may be 

up to $13 per month by the State in which such persons
reside. Therefore only persons In those States that are financially
able to meet this condition will be benefited by this legislation as 
now proposed. During the course of this debate It has been repeat­
ediy asserted by representatives of what some are disposed to refer to 
as "backward"' States that a large number of States are so beset with
financial dlmfcuitles that it will be impossible for them to qualify
for the benefits of this legislation. What a spectacle It would be, 
Mr. Chairman, for the Government to be taking care of the aged and
helpless in one State while the same class of citizens were denied
these benefits in another State, even an adjoining State. 

I made this prediction when we had this bill under consid­
eration in 1935 and what I said then has come true. There is 

come from. Further proof of what I say will be fmoundy winth never a day .that I do not receive from one to a dozen appeals 
following short article from the Chicago Tlimes. I urge the 
gentleman from Pennsylvania and all those who charge that 
business is being retarded by the New Deal to read and 
study It: 

Woltz NEW VIALtIN 
Lammrot du Pont. preside nt of the du Pont Co., recently ad-

dressed an open letter to employees and stockholders of his comn-
pany attacking the New Deal, accusing it of producing "~fear and 
a per~petuation of our diffculties."' Government expenses and taxa-
tion were strongly assailed as holding back business and reemploy-
ment. 

Mr. du Pont ought to know something about how taxation and 
the fear therefrom holds back business. In 1932 the du Pont Co. 
paid less than a million dcllars in Federal taxes. Ia 1937 the 
company paid more than eleven millions in Federal tales. And 
look at the earning record of the company: 

12--------------- ----------------------- _ $'78,171.730 
1930 ------------- 55,962.009 
1931 ....----------- 53,190.059 
1932--------------------------------- - - 26.234,'778
1933-----------------------------------------~ 38,895.330 

194--------------------------------- - - - - 4701,465
195- -- --- --------------------- ----- 62.335,410 

19366- 8 ,884'44 
197---s ---- -------------------------- _ 8.031.90,3 

Those are net earnings after all taxes, including, in 1937, the 
hated undivided surplus tax. And yet the du Pont Co. netted 
$62.000.000 more In 1937 ~.han in 1932. It earned-niet, mind you-
eleven millions more In 1937 than in that grand and glorious boomS 
year of 1929. 

If "big business' Is lsOnwonders why nobody loves ±1, there, .. 
In the du Pont statement In the face of the dui Pont earning 

from old'people in Tennessee who are endeavoring to get on 
the old-age pension roll, pleading with me to assist them In 
obtaining these benefits. Of course, under the law, this act is 
administered by State authorities and I do not happen to 
enjoy a great deal of Influence with the State administration 
in Tennessee, and therefore I amn unable to render much 
assistance to them, although I do attempt to do so whenever 
an appeal is made. 

Mr. RANKIN. Mr. Speaker, will the gentleman yield?
M.TYO fTnese il otegnlmnfo
M.TYO fTnese il otegnlmnfo

Mississippi.
Mr. RANKIN. What amount does an old person get under 

the present set-up in Tennessee? 
Mr. TAYLOR of Tennessee. The average amount paid to 

the aged in Tennessee, as of February of this year, is $13.23. 
Mr. RANKIN. Then this bill will not help them? 
Mr. TAYLOR of Tennessee. This bill will be of no benefit 

whatever to the State of Tennessee unless we adopt an 

amendment which I expect to propose. In the gentleman's
State of Mississippi the average pension paid is $7.06 and it 
goes down as low as $6.11 In the State of Arkansas. So the 
States that have not the financial resources to meet the con­
tribution made by the Government are actually in the position
of contributing to the States that have suffcient resources to 
meet this old-age assistance obligation.

Mr. O'CONNOR, Mr. Speaker, will the gentleman yield 

fo a question?
Mr.TAYL4DR of Tennessee. I yield to the gentleman. 
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Mr. O CONNOR. As I understand It, this bill raises the 

Payment by the United States Government from $15 to $20. 
Mr. TAYLOR of Tennessee. That is correct. 
Mr. O'CONNOR. Where the payment is matched by the 

several States? 
Mr. TAYLOR of Tennessee. Yes. 
Mr. O'CONNOR. For instance, In my own State our con-

tribution from the Federal Government amounts to only $10, 
because we can only contribute approximately $10 from the 
&'ateand the counties, 

[Here the gavel felL] 
Mr. TAYLOR of Tennessee. Mr. Speaker, I yield myself 

5 additicnal minutes. 
Mr. O'CONNOR. And I cannot see where this bill, as it is 

now written, will in anywise help us in Montana, because we 
cannot raise the amount in Montana necessary to match the 
$20 provided In this bill, 

Mr. TAYLOR of Tennessee. I recognize that difficulty and 
at the Proper time I expect to offer an amendment to meet it. 

Mr. O'CONNOR. What will be the gentleman's amend-
ment? 

Mr. TAYLOR of Tennessee. I shall propose an amend-
ment providing that the Government shall contribute five-
eighths of the $40 which is provided for in this bill, which will 
leave the State contribution at $15 and make the Federal 
contribution $25. 

Mr. O'CONNOR. Why do we not have a fiat contribution 
by the Federal Government from Washington regardless of 
what the State can put up? 

Mr. TAYLOR of Tennessee. In my judgment we wrnl never 
have a satisfactory old-age pension law until the pension is 
paid direct from Washington. 

Mr. O'CONNOR. That Is right, 
Mr. TAYLOR of Tennessee. Because these States that are 

Impoverished cannot meet the requirements of this bill, 

Kentcky.was 

ma. 
Man 

Mr. OBSON f Kntucy.
ROSyioeetck.M.Spaedilteete 
TY4RoTense.Iyieldt 

r. peaer, 

h 

illthegenle-

etlmnfo 
Mrtuk.TALRo ense.Iyedt h etea rm 

Mr. ROBSION of Kentucky. I may say that In the State 
of Kentucky the average pension paid under the Social Se-
curity Act is less than $9. and many old people get as low 
as $6 or even as low as $4, and in Kentucky the director of 
old-age assistance has advised me and others recently that 
around 90.000 people have applied for old-age assistance,

andallwedonIabouheyhav 45000 whie amitingan hyhv loe ony aot4,0,wiedmtng 
there are thousands and thousands of persons qualified who 
cannot get any Pension because no provision has been made 
for the payment of such pensions. 

Mr. TAYLOR of Tennessee. I concede that what the gen-
tleman says is true, because the same situation prevails in 
Tennessee. 

Mr. ROBSION of Kentucky. In 1935, when the Social Se 
curity Act was passed, I offered as an amendment a straight 
payment by the Federal Government to all needy old people, 
and the gentleman from Tennessee now speaking actively 
supported my amendment. 

Mr. TAYLOR of Tennessee. The gentleman has an accu-
rate memory. In Tennessee, in February, we had 21,946 
people on old-age pension rolls, and I am reliably advised that 
in that month we had as many or more who had been pro-
nounced eligible for old-age assistance who could not be 
placed on the rolls on account of insufficiency of funds. 

Mr. LEAVY. Mr. Speaker, will the gentleman yield? 

Mr. TAYLOR of Tennessee. Yes, 

Mr. LEAVY. The gentleman is evidently reading from a 


tabulation furnished him by the Social Security Board as to 
payments, and I am wondering if that tabulation discloses 
any State in the Union except California that Is actually 
matching $15 a month at the present time? 

Mr. TAYLOR of Tennessee. California is paying an aver-
age of $32.47, Colorado Is paying an average of $29.07, and a 
number of States are paying $25 or more-Massachusetts, 
New York, I think Ohio, and at least a dozen other States. 
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Mr. LEAVY. But aside from this bill no other State Is able 

yet to match dollar for dollar the $15? 
Mr. TAYL4OR of Tennessee. That is the reason the CloV­

ermient ought to grant a subsidy to the States to take care 
of this situation. 

Mr. PACE. Mr. Speaker, will the gentleman yield? 
Mr. TAYLOR of Tennessee. Yes. 
Mr. PACE. With only one State now matching the $15. 

what was the idea of the committee in reporting $20, when 
only one State in the Union can really pay $15? 

Mr. TAYLOR of Tennessee. It appears to be a delusion 
and a snare. 

Mr. PACE. So it is working somewhat under the philos­
ophy of the biblical phrase that "To him that bath shall be 
given and from him that bath not shall be taken away." 

Mr. TAYLOR of Tennessee. Yes: and as I pointed out to 
the gentleman from Georgia, his State is contributing to the 
other States because you have not been financially able to 
meet the provision requiring equal contribution. 

Mr. HENDRICKS. Mr. Speaker, will the gentleman yield? 
Mr. TAYLOR of Tennessee. Yes. 
Mr. HENDRICKS. Will the gentleman support an amend­

ment making this outright grant by the Federal Government? 
Mr. TAYLOR of Tennessee. Yes. I said a moment ago 

that I do not 'think we will ever have a satisfactory old-age 
pension law until it is paid by the Government. [Applause.] 

Mr. CLARK. Mr. Speaker, I yield 10 minutes to the gen­
tleman from Mississippi [Mr. COLwzx]. 

Mr. COLMER. Mr. Speaker. I am very much Interested 
in the statement just made by my distinguished colleague on 
the Rules Committee, the gentleman from Tennessee [Mr. 
TAYLOR]. I did not know that he had any such proposition 
in mind, but I am glad to know that he has, because I know 
we are going to get some much-needed support from that 
side of the House. 

When this social-security bill was first considered, I ap­
peared before the Committee on Ways and Means and 
pointed out that these so-called less wealthy States could 
not match this Pension dollar for dollar. When that bill 

considered on the floor of the House I offered an amend­
mnent that would have required the Federal Government to 
put up four-fifths of the money. That amendment was de­
feated and consequently the legislation that we now have 
was enacted. After 4 years of that legislation we have seen 
w 
that the very fact that I pointed out to the committee and 
pointed out on the floor of the House has come true, namelyjthat these States cannot meet this money dollar for dollar. 
It is fine for California, it Is fine for Massachusetts, but it is 
mighty bad for Arkansas, New Mexico, and Mississippi, and 
Georgia, and these other States that cannot match the $15. 

Mr. DEMPSEY. Mr. .3peaker, will the gentleman yield? 
Mr. CULMER. Yes. 
Mr. DEMPSEY. Is it not true that under the present pro­

posed bill the people who are suffering most by reason of 
the fact that the States cannot match dollar for dollar are 
going to be in the identical same position if the legislation 
becomes a law. 

Mr. CO1,MER. The gentleman is entirely correct, This 
bill does not help the needy of his State one dollar. 

Mr. DEMPSEY. In other words the People who need 
help most are to receive no benefits by it 

Aft. COLMIER. Quite so. 
Mr. RANKIN. Mr. Speaker, will the gentleman yield? 
Mr. COLN71LR Yes. 
Mr. RANKIN. Not only will. this not benefit the old 

people in those States, what are called the poor States, but 
the poor States off which the other States have grown rich 
are agricultural States where the social-security part of this 
bill and the social-security part of the original bill left the 
farmuers out of it entirely. 

Mr. COLMER. Quite so. 
Mr. RANKIN. So the only thing the people in the farm­

ing States get is the privilege of paying the bill? 
Mr. COLMER.- r thank my colleague for his contribu­

tion. When this bill is considered under the 5-minute rule.­
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and we have an open rule on this bill and will have an op-.
portunity to legislate, as we did not have the other day-I
will offer an amendment on page 3, line 9, to strike out 
"one-half" and insert "four-fifths"; on page 4. line 6. strike 
out "one-half" and insert "four-fifths"; and in line 15. 
strike out the Word "forty" and insert the words "twenty-
five.", 

That would do simply this: That would say that for every
dollar that the States put up the Federal Government would 
match it by $4 up to the $20 limitation of the Federal Gov-
ermient. In other words, it would not cost the Federal Gov-
ermient one cent more as far as those States that are able 
to match it are concerned; but it would benefit the aged
needy of the less wealthy States by increasing their present
pittance by $4 for every dollar their State now contributes,
The need of the aged in New Mexico is just as great as it is 
in California or Massachusetts. 

Mr. VOORHIS of California. Mr. Speaker, will the gentle-
man yield? 

Mr. COLMER. I yield. 
Mr. VOORHIS of California. Since I come from California 

I would like to say that I would be glad to support the gentle-
man's amendments. 

Mr. COLMER. I appreciate the gentleman's statement. He 
is always fair and broad-minded. 

Mr. LEAVY. Mr. Speaker, will the gentleman yield?
Mr. COLAER. In just a moment. Not only that but let 

me call the attention of the gentleman from California to 
the fact that if my amendment is adopted the aged people of 
his State, which now matches the full $15 that the Federal 
Government puts up, will get $5 more per capita than they 
are now getting. In other words, they would get $20 for the 
$15 contributed where they are now getting $15 from the 
Federal Government. 

I now yield to the gentleman from Washington.
Mr. LEAVY. Under the gentleman's plan, as I understand 

it, if a State matched fully the $20, the maximum pension 
would be $25 per month, 

Mr. COLMER. Oh. no, not at all. The maximum pension
would be $40, as It is now written in the bill, where the State 
puts up $20. 

Mr. LEAVY. But In order to get $20 from the Feea 

Mr. COLMER. That is correct.' 
Mr. LEAVY. And that would make a $25 pension?
Mr. COLMER. Quite so. 
Mr. O'CONNOR. Will the gentleman yield?
Mr. COLMER. I yield. 
Mr. O'CONNOR. In my State of Montana where the State 

and counties put up $10, under the gentleman's amendet 
how much pension would go to my qualified peol In 
Montana, assuming that they continue to put up theamut 

ofar mneythenowadvncig, amel, aproimaely
$10? 

Mr. COLMER. If they put up $10 they would get a maxi-
muMf of $20 from the Federal Government. That would 
make a $30 pension. 

Mr. O'CONNOR. That is, under your proposed amend-
ment? 

Mr. COLMER. Under my proposed amendment; yes.
Now, let me say that we had before this House the other 

day a utopian scheme that would give people as much as 
$200 a month; $400 for an aged couple. This House, by an 
overwhelming vote, turned down that proposition, as was 
expected. Aged pensions are something new in our gov­
ernmental scheme. I think it is cruel to attempt to lead 
these old people to believe that a $200 or $300 pension is 
an attainable goal. But I say to you that this question of
pensions for the aged is one of the most pertinent questions, 
one of the most pressing questions that confronts this coun,. 
try today. I want to say to you further, you people from 
Massachusetts and California, if you think you are geRig
something out of this and the other States are not, let me 
remind YOU that if this thing continues yoU are going to 
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have the same proposition In pensions for the aged that 
you now have in the W. P. A. and these other relief agencies.

You are going to have the aged and needy from those 
States that cannot match this proposition coming to your
State to live with you, and you are going to have to take 
care of them. That is what Is being done in the W. P. A. 
That is what is being done in the other relief agencies.
We ask by this amendment that you treat the aged needy
of these so-called less wealthy States not as well as they, 
are treated in Massachusetts and California and some of the 
other States, but to give them a break: give them an oppor­
tunity to get something. They should in justice all receive 
the same treatment. In my own State of Mississippi it 
would require more money than all of the money that is 
now collected for general revenue purposes in the State of 
Mississippi, to match the proposition of $20 with $20. It is 
therefore apparent that it is Impractical and not feasible 
for them to match It on an equal basis. 

I want you to think seriously about this proposition, which 
I am advocating. It is something this House ought to con­
sider and correct. 

(Here the gavel fell.]
Mr. CLARK. Mr. Speaker, I yield the gentleman 1 addi­

tional minute. 
Mr. COLMER. Mr. Speaker, I would like to call attention. 

in conclusion, to the fact that the Senate committee on 
relief and unemployment recognized the justice of this 
cause which I am advocating, in its report No. 2, part 1,
submitted by Senator BYRNES onl January 4, 1939, wherein it 
Is stated: 

in certain States thin grant is so inadequate as to be of little 
value. It Is recommended that the contribution of the United 
States for public assistance to the aged, the blind, and dependent
children be 50 percent of the amount paid, but that in thoseStates where the average per capita income is less than the aver­
age per capita Income of the United States, the Federal contribu. 
tion be increased In proportion to such differences, and that a 
provision of the grant should be the guaranty of certain minlimurmpayments, as follows: To the aged, $15; to the biind, $15; to the
dependent children, 620. 

Fothbeetofhem brsianfrthrcnidr 
aton btwebeneinowfn the wervteon thenbillr.temberthipatd 

ainbtennwadtetm htw oeo h il
 
want to quote the amendment again, as follows:


Treaurya Satewoudoly b reuird t pu up$5?Amendment: On page 3. line 9. strike out "one-half- and insertony bereqireTrepuryaoul Sate to ut p $? "four-fifths": and lii line 15 strike out `40" and insertthe figure
the figure "25"; and on page 4, line 6, strike out "one-hair, and 
Insert '"one-fifth.1 

This report recommends a minimum to the aged of $15, to 
the blind $15, and to dependent children $20 as the Fed­
eral Government's contribution, 

The President's Board recognized this principle In its 
report to the President which the President sent to this 
Congres with ths statement: 

enoebeivstissetalochgehepsntytm 

of uniform percentage grants to a system whereby the percentage
of the total cost In each State made through a Federal grant 
would vary In accordance with the relative economic capacity of 
that State. 

Mr. Speaker, the following table graphically describes the 
unjust discrepancies in the amount received under the pres­
ent set-up which this amendment would tend to equalize: 

Region and Slate 

Total.. 
Reio 1

Connecticut..Maine.------------
Masaluets_____

Ne lam psia~Nboewllc 

Vexmont---- -______ 


egion rLNe York.......... 
Delaw 
NewJerseyrmnnsyi.-.is 

Amiount of
 
Nmnher of obligations Average per
reiins incurred for

CJSft payments to reien 
recipientsa 

l,841,1I5i 831,173,700 S19. se 

13.122 402,252 2 6D9182 253,500 26.1 
73.212 2,0. 65 28.12

.83 88,336 22.91.9 1. 87 
5273 2,78,177 It.45 

log,644 813.043 24.07 
3 ISR 27,901 10.51

26,971 514,883 19.09s8ss z,9L 9i.Sum 
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Amount of 
- the Republicans were right 2 or 3 years ago when we advo­

cated the abandonment of the $47,000,000,000 reserve fund. 
Reioad * mierot lzbi~ntl o~ Avr ee We also are highly gratified that you have taken the Repub-

Reeion IV 
District of Columbia--------------- 3.241 

Nort 31193 
Vir-inia----------- ------ - 770 

Reion Virii. 7,95 

Ketcky-..... 	 41.128 
Region VI: 6889 

Illinois--------------~ 12a3.075 
Indiana------------------49.13 

ReIo'~sn n------------------------442~ 1 

Alabama 
lod---------------31,"0 

Gleorgia-------------------------
Mis~ipl-------------

1Fouth Carolina--------------------
RegionVl: ----------------­

Iowa -------------------------
Miomta---------2 

Nebraska.:::::::, 
North Dakota---------- -----------
Southn DaoaIX000 

Arkansas-------------------
Kansas------------- --------------­
M ksourl---------------73.142 

Region X: 

Louisiana------------- - ----

New Mexioo ----
Tlexas --------

Rlegion XI: 

35.590 

35.176 
17.908 

2Z,3G6 
22.599 
49.879 

631 
1----M 1324,710 17.20 the discretion of the Committee on Rules to report any kind 

2,3 2-0.0 of rule, an open or a closed rule? That is correct, Is It not? 
17.711 71, S2 4.22 Mr. FISH. Certainly; but I have just told the gentleman
21.172 3'W., 13.74 that I did all I 	 a closed rule.81 	 could by voting against

1, 329. 95 13.i 

382 I 20 Mr. O'CONNOR. Did the gentleman make any attempt to 
27.082 273122 10.0Os have reported an open rule? 
3.763 41.816 11.11 Mr. FISH. Oh, yes. I advocated an open rule, and urged

113.342 1.5%6W4 13.82 
an open rule. I have always opposed gag rules. 

lican position whc eproposed by wyo oint 
reciiens_______ 	 recommit, to raise the pensions for needy aged, which YOU 

put In the bill from $15 to $20; so I congratulate you upon
SRI. 895 $I&27 your Republican point of view, and I imagine you will have 
V, 06 9 26a pretty good bill after a while, a bill that will be satisfac­

849,&8 &33 tory to the wage earners of the country. Recently You 
26 71 1.6Introduced and brought into the House the so-called Town-
sm,1.1Om & 81 send plan under a gag rule that made it utterly impossible 

21240 1.1 for the Members to amend the bill or to consider it In anY 
Z 25Z 393 1&3.3 way except to adopt or to reject It. 

605.52 16 39 
8786 Mr. O'CONNOR. Mr. Speaker, will the gentleman yield? 
14989sr.FIS. yild
444.025 13.92 Mr. O'CONNOR. Is it not a fact that the gentleman from 
310, 654 383 New York is a member of the Commifttee on Rules? 
121.3k1 6.74 
160. 371 7.19 Mr. FISH. I am, unfortunately, a member of the minor­
299.000 13. 23 Ity of the Rules Committee. I objected strenuously to the 
988.714 Ig.s2 gag rule, but was outvoted. 

'.* Ws 07 2.2 Mr. O'CONNOR. Is it not a further fact that It lies within 
411.8930 15.47 

Region XII: 
Callfornia-------------------- 123. 773 4,008 326 32.39 

Nevada-----------------------------2, 053 54.438 26.52 
Orgn ---- ... ------- 18.603G 393.890 21.08 

Wes~hing-ton --- K96 8675 2.1ea 
Territories: 88F70SH..1Nera 

Alasa...1, o5 2%545 27. 32 
I'awaii------------------------ 1L,766 2Z, 218 12.53 

In conclusion, Mr. Speaker, let me say that I have given
much thoug-ht and consideration to this subject. I was never 
more convinced of anything In my life than I am of the In-
Justice of this set-up. Pensions for the aged needy wi 
eventually be recognized as a national problem. We are not 
going that far here. We are merely asking for a little better 
treatment for those aged needy people who live in the less 
densely populated areas of the country, This is by no means 
as far as I would like to see the Congress go. but this is as 
far as I have any assurance or the right to feel that the 
Congress will go at this time. And so far as I am concerned, 
I would prefer to get something tangible like this than to 
render lip service to these poor aged people, as has been such 
a popular pastime with so many of our public people, and 
especially candidates for office. [Applause.] 

(Here the gavel fell.] 
Mr. TAYLODR of Tennessee. Mr. Speaker, I yield 10 mmn-

utes to the gentleman from New York [M.-%FusH]. 
Mr. FISH. Mr. Speaker, the gentleman from Illinois [Mr. 

SaABATH a few moments ago announced a famous New Deal 
victory in the city of Chicago. Like many others of these 
famous New Deal victories, however, if you analyze them 
you will find they are not victories at all. I am informed 
that in the city of Chicago a list of sitting Judges were 
nominated, Republicans and Democrats alike. There were 
some 20 sitting Judges, 7 of whom were Republicans. They 
were nominated and endorsed and ran on the Democratic 
ticket, and were supported by the Chicago Tribune, a Repub-
lican newspaper, and by hundreds of thousands of RePub-
licans. If this be the type of New Deal victory you are 
depending upon to get back in 1940, it seems to me you will 
have to have a better basis and more effective propaganda 
work than that. 

We Republicans are highly gratified that the Ways and 
Means Committee have finally come to the conclusion that 

Arizona----------------------------8,.51 171.510 25.9 Aft. HENDRICKS. Mr. Speaker, will the gentleman yield
Colorado----------------------- 37.417 1.081.663 23.91 ­
Idaho------------------------------ 8.741 1I8. 2%0 21.51 for a question?
Montana--------------------------12,415 25,430 20. 41 Mr. FISEL I y-eld
Utah------------------------ 13,281 270.0' 20.30 
Wyoming--------------- ~ 2,M4 63.355 21. 55 Mr. HENDRICKS. Did I understand the gentleman to 

say that the Republicans would offer a motion to recommit
this bill and bring it back with a $20 contribution by the Fed­

oenet 
Mr.Goene t? egnl nmsndrto ysae 

r IH o hegnlmnmsndrto ysaement. I stated that a number of years ago when the social-
Security bill was 	under consideration in the House the Re­
publicans offered a motion to recommit for $20, which was 
defeated. Now, however, the Democratic Ways and Means 
Committee have 	 adopted the old Republican motion; and, 
step by step, they are Improving and perfecting the bill 
until some of these days we shall have a scund and work­
able bill. In view of the fact, however, that this whole 
question of old-age pensions was not discussed or debated 
except as to the 	actual text of the Townsend bill, the op-~ 
portunity now arises for every Member of the House to ex­
press his or her views as to what an adequate old-age pensionk 
should be, or what the adequate old-age pension provision 
should be in this bill. 

Listening to what has been said, you must come to the 
conclusion that certain States of the Union are practically 
insolvent or virtually bankrupt. When, therefore, we adopt 
even this $20 provision, it does no good in certain States, 
for they cannot afford to take advantage of it. It is a political 
hoax. You are not fooling the Townsendites, nrr are you 
fooling the aged needy in the country. When the Congress 
of the United States raises this limit to $20 it does no good 
except In the State of California and one or two others. It 
certainly amounts to political trickery and a contemptible 
action as far as the needy aged are concerned. 

We assume that we are legislating In good faith and desire 
to provide adequate old-age pensions. We Members of the 
House of Representatives have the power to legislate here' 
today. We should consider all angles of the que-3tion. I am 
willing to accept two or three different amendments any one 
of which would be preferable to the present bill. I am willing 
to foliow the gentleman from Tennessee [Mr. TAYLOR], who 
advocated that the Flederal Government pay five-eighths of 
the pension and that the States pay three-eighths. The pur­
pose of his amendment is to encourage the States to do 
everything In their power to put up their three-eighths in 
order to get the fve-eighths from the Federal Govemrnent, 
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In this way the needy aged will not be discriminated against
in the Poorer States of the Union. Whether those States 
happen to be Democratic States or not, it is a matter of sound 
common sense, justice, and fair dealing. I am willing to go 
even further: I am willing to support an amendment, or 
maybe to offer an amendment to get the will of the House 
on a flat pension of $10 to the needy aged in every State of the 
Union without discrimination, limiting it to the needy or 
qualifying it so that, for instance, it will not be paid to those 
who have more than $1,000 in real or personal property, 

Mr. COLMUR.. Will the gentleman yield?
Mr. FISH. I yield to the gentleman from Mississippi.
Mr. COLMCER. I am interested in the gentleman's statc-

ment, although I am not sure I heard all of it. I under- 
stcod that the gentleman favored the principle of giving
the so-called poorer States an opportunity to pay a better 
pension by having the Federal Government pay better than 
on a 50-percent basis. I want to congratulate the gentleman 
upon his stand and I hope he may be supported. 

Mr. FISH. I think the House has a right at this time under 
an open rule to work its will. It has this opportunity now. 
It cannot hide behind a gag rule if it wants to do something
for the aged and needy of this country. The Ways and 
Means Commnittee has been very fair. It has raised the ante 
$5, but that does not mean this money will reach the aged in 
many States of the Union. I am not criticizing the Ways and 
Means Committee. We have the power here to amend and 
we cannot now hide behind a gag rule as was done when the 
Townsend bill was being considered. 

Mr. DISNEY. Will the gentleman yield? 
Mr. FISH. I yield to the gentleman from Oklahoma. 
Mr. DISNEY. The gentleman spoke about the gentleman 

from Tennessee [Mr. TAYLOR] who advocates the payment
of five-eighths by the Federal Government and three-eighths
by the States. As an ultimate conclusion, why not say one-
eighth by the States and seven-eighths by the Federal Gloy-
ermient? 

Mr. FISH. I think his proposition Is fair and equitable.
We are trying to be reasonable. If we follow the gentleman's
suggestion, why not pay it all? 

Mr. DISNEY. That is my next question, 
Mr. FISH. I believe the States should pay a substantial 

part. I am willing, however, to provide a minimum flat pen-
sion of $10 to the needy aged, with some restrictions as to 
the definition of need. 

[Here the gavel fenllM.OCNO.Watbnftwuda)orSaeo
Mr.Tenesse.AYLRo r. peaer, yild he en-

lman 5ALOadtona minutesse. M.SekrIyilthgn-if
tlmr. adiS ionY. .Einther pooionIolethfnadrt-match

to. aFDISEral payment wrpoithout intatespathcipatio rif.
ing taFeeapamnwihuSttpatcpto. 

Mr. FISH. I am opposed to that. I think the States 
should pay something.

Mr. DISNEY. When you go further than a 50-50 propo-
sition, are you not getting ready for ensuing concessions along
that line? 

Mr. FISH. I do not agree with that logic at all. We 
opened the gate on a 50-50 basis. When we did that we hoped
It would work, and we thought the States would be able to 
contribute their 50 percent. The fact is the States have not 
been and are not able to contribute the 50 percent; therefore, 
we are willing to grant a further concession as an encourage-
ment to those States in order that the needy of those States 
may be able to get the same treatment as the needy in other 
States. That is the purpose of any reasonable amendment 
along these lines, and It seems to me it is sound and logical.
but we should not go the entire way by paying seven-eighths 
or nine-tenths or the whole thing, 

Mr. DISNEY. Just one other question, Is it not an invi-
tation to the States not to participate when we start stepping
up? 

Mr. FISH. No. It would be just the reverse. If we stepped
It up to five-eighths and say to the States that they will have 
to put in three-eighths, that is an encouragement, because 
they get more than they put up. Any sensible businessman, 

RECORD-HOUSE JUNE, 6 
or any sensible State would like to do, that If it can do so 
within its finances. 

Mr. DISNEY. Does not the gentleman think the States 
have a right to decide how much they will put in? 

Mr. FISH. I do; yes. I thoroughly agree with that. I 
do not believe in putting a limitation upon the States. If 
they want to put up a hundred dollars, that is their right. If 
California wants to vote a hundred-dollar pension, that Is Its 
right to do so. We should not dictate to the States what they
should put up. As far as the three-eighths is concerned. 
they have to put up three-eighths in order to get flve-eighths.
There will be lots of other amendments offered. I am only
speaking on the principle. Some people think we ought to 
put up two-thirds as opposed to one-third. As far as I am 
concerned, either one of those is satisfactory. 

Mr. Speaker, I would like to have a vote on another propo­
sition, and I am going to offer it simply to get the will of the 
House. I refer to a flat minimum pension of $10 to be paid 
to the needy, with a limitation of $1,000 in personal and real 
property. I would like to have a vote on that. Then we can 
prcceed to legislate along these lines. I am also In favor of 
lifting the $20 pension to _$25. I have been in favor of the 
$25 pension for years. Again I want to congratulate the 
Ways and Means Committee on going to $20. but I am per­
feectly willing and ready to vote a $25 pension Into this Social 
Security Act. 

Mr. BUCK. Wil the gentleman yield? 
Mr. FISH. I yield to the gentleman from California. 
Mr. BUCK. If that plan is adopted, how soon will It be 

until $200 is offered as a flat pension for the entire United 
States, a proposal which we Just voted down? 

Mr. FISH. I think the matter of reasonableness enters 
into the picture there. We voted down the Townsend plan,
and we voted against it because we did not believe in $200 
a month, nor did we believe in the financial set-up. Many
of us~believe if you can give $20 you can give $25. which 
Is certainly a reasonable proposition. Accordipg to the comn­
mittee, it costs between $5,000,000 and $10,000,000 more to 
raise it from $20 to $25. That is all it costs. We appropriate
$100,000,000 for a battleship without even discussing the 
proposition, yet we are afraid to appropriate $5,000,000 or 
$10,000,000 for the aged and needy of this country.

Mr. O'CONNOR. Will the gentleman yield? 
Mr. FISH. I yield to the gentleman from Montana,
M.OCNO.Wa eei ol orSaeo h 

h
people of a poor State get out of the gentleman's proposal 

you increase the $15 to $25 when those States cannot now 
the $15? 

Mr. FISH. That Is a perfectly proper question. That Is
why I propose to offer an amendment to pay a flat pension 
to all needy over 65 years of age with certain restrictions, so 
ta twl esonte r ed n o h efr 
ta twl esonte r ed n o h efr 
needy, of $10 a month. 

Mr. O'CONNOR. Do not make it less than $20 a month. 
You cannot ask people to live on $10 a month. 

Mr. FISH. I am not asking them to live on $10 a month. 
I am going by what the country can afford to do and what r 
think is the fair, humane, and just thing to do at the pres­
ent time. [Applause.) 

Mx. O'CONNOR. Then make It $20. 
[Here the gavel fell.)
Mr. CLARK. Mr. Speaker, I yield 1 minute to the gentle­

man from California [Mr. Vooitms]. 
Mr. VOORHIS of California. Mr. Speaker, it Is not my pur­

pose to discuss the social-security proposition at this time. I 
hope I shall have a few minutes to do that in the course of the 
debate. At this time I wish to answer the gentleman from 
Ohio [Mr. BENDER], who complained this morning that people 
were being laid off by the W. P. A. in his State. He blamed 
the administration for these lay-offs. But it ought not to be 
necessary to point out to any Intelligent human being that the 
reason these people are being laid off is that the appropriation 
was in an amount Esuffciently -mal that everybody knew It 
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was going to be necessary to lay off some 200,000 people at the 
beginning of each month. 

I merely wish to say that. in my opinion, the thing that
would do more, perhaps, to restore real confidence to this 
country than anything else would be for this Congress to 
determine that every family that is totally unemployed would 
have an opportunity to have one person at work. Of course.
consideration of matters such as the sccial-security program
Is evidently related to that. The better we can do in the mat­
ter of real old-age pensions the less necessity there will be for 
other types of legislation such as W. P. A. It is all connected 
together. [Applause.]

[Here the gavel feli.]
Mr. CLARK. Mr. Speaker, I yield the remainder of my

time to the gentleman from New York [Mr. MARTIN J. 
KrNNEDY]. 

Mr. MARTIN J. KENNEDY. Mr. Speaker, I ask unani­
mous consent to proceed out of order. 

The SPEAKER pro tempore. Is there objection to the 
request of the gentleman from New York? 

There was no objection. 
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not call attention to the fact that during the long years of 
the Incumbency of the minority party, when social-securitY 
legislation was needed just as badly as it was in 1935, not a 
step was taken, not a thing was done, not a move was made 
as far as a Nation-wide effort on the part of tbe Federal Gov­
ermnent to deal with this question was concerned. 

If they are so infallible and so perfect of judgment, if their 
conversion Is genuine and sincere, if it is a real regeneration 
and not just a reformation, if it is an act of the heart and 
not of the head, why on earth did they not do something about 
it when they were in power. This is, indeed, a strange thing 
to me, and it does seem that with their splendid record on 
this bill they should not have spoiled it in their supplemental 
views. 

The first definite step toward enacting into law a compre­
hensive national social security program was begun by the 

Mr. DOUGHTON. Mr. Speaker, I move that the House transmission of a Presidential message to the Congress on 
resolve itself into the Committee of the Whole House on the June 8. 1934. In that message President Roosevelt said: 
state of the Union for the consideration of the bill (H. R. Our task of reconstruction does not require the creation of nlew 
6635) to amend the Social Security Act, and for other and strange values. It Is rather the finding of the way once more 

purpses.to known. but to some degree forgotten. Ideals and values. If the 
purpses.means and details are In some instances new, the objectives are as 

The motion was agreed to. permanent as human nature. 
Accordingly the House resolved itself into the Committee Among our objectives I place the security of the men, women. 

of the Whole House on the state of the Union for the con- and children of the Nation first. 
sideration of H. R. 6635, with Mr. WARREN in the chair. And later, in transmitting the report of the Committee on 

The Clerk read the title of the bill. Economic Security and in urging its adoption by the Congress. 
By unanimous consent, the first reading of the bill was the President said: 

dispensed with. The establishment of sound means toward a greater future eco-
The CHAIRMAN. The gentleman from North Carolina nomic security of the American people Is dictated by a prudent 

[Mr. DOUGHToN] is recognized for 1 hour. consideration of the hazards involved in our national life. No one 
Mr. DOUGHTON. Mr. Chairman, H. R. 6635, now before can guarantee this country against the dangers of future depres­

sIons, but we can reduce those dangers. We can eliminate many 
the Committe6 for discussion and consideration, is the result sof the factors that cause economic depressions, and we can provide 
of the work of the Committee on Ways and Means, which be- the means of mitigating their results. This plan for economic se­
gati the 1st of February last. That committee conducted curity is at once a measure of prevention and a method of allerla­

tion. 
hearings for about 50 days, during which approximately 2,500 We pay now for the dreadful consequences of economic muse-
pages of testimony were taken. The committee was then In curity--and dearly. This plan presents a more equitable and In. 
executive session for something like 6 weeks, giving diligent finitely less expensive means of meeting these coats. We cannot 

and onsdertionto he ery afford to neglect the plain duty before us. I strongly recommend 
and painstaking thought adcnieton oth vry action to attain the objectives sought in this report,
important matter it had under consideration. 

The report on the bill contains about 120 Pages and is a With the benefit of the report of the Committee on Eco­
full and detailed explanation of the bill. Much of the bill,' nomic Security and the splendid cooperation of the advisory 

I ma istecnicl copliatedand~.. committees, the Congress, in August of 1935, enacted into lawsa,an-soewha 
cult to understand. I, therefore, would suggest to Members ourextigscascutyporm Unlthtieoef 
who are anxious to know what the bill contains that they fort had been made on a comprehensive national scale to 
read very carefully the report of the committee, which gives provide relief for distress, destitution, and unemployment 
a fuller and more complete explanation of the bill than among all of our citizens, and want among aged untilour 
either I or any member of the committee, for lack of time, these hazards were actually upon us in full measure. Thereto-
would be able to give during the debate. I am sure that if fore we had waited until the grip of depression or other ra­
any Member who may be uncertain as to what is contained tional crisis had so weakened our resources that to then make 
in the bill will give careful study to the report he wil be able a reasonable provision for these hazards, that were created or 
to get information on the subject. greatly intensified by such a crisis, was either impossible or 

The bill has the unanimous support, I believe, of the Comn- likely to seriously disrupt our economic structure. 
mittee on Ways and Means. It is true that the minority filed By the social-security plan we are doing on a national scale 
supplemental views, but as far as I know they have no criti- what the prudent individual attempts to do for himself; that 
cism of or have made no objection to what is contained in is, to utilize and equalize the fruits of labor by laying up a por­
the majority report. The majority and minority members ticnl thereof for relief during unemployment and destitution in 
of the committee sat together in studying this bill. This is old age. The adoption of this plan was an enormous step and 
the first bill of this magnitude and importance, and of such not one to be taken hurriedly and w~ithout, the advice of ex-
controversial a nature, to be free from any evidence what- perts and the well-considered forethought of persons trained 
ever, the least trace, of partisanship, as far as our delibera- and qualified in the fields of economics and social science. 
tions were concerned during the consideration and prepa- We did the best we could with all of the resources at hand, 
ration of the bill in executive session. However, I regret that but no one considered the program perfect, no more than the 
their fine record is spoiled by what is contained in the sup- first steam engine, the first automobile, the first airplane, or 
plemental report, which is rather full of political implica- the first radio was thought to be perfect. 
tions and suggestions. I may say with all due respect that The important thing-the point upon which we all have 
while I appreciate the fine cooperation and assistance given reason to be proud-is that the first step, the difficult step, 
by the minority members of the committee, who are entitled was taken and the plan Is now In full operation. Our faith 
to credit along with the other members for the work of our has been eminently justified by works rather than words, and 
cemmittee, yet I have noticed that our Republican friends our hopes have ripened into realities. Let us look at some of 
have a patent on two things. One is criticism and the other the concrete accomplishments of this program. More than 
is boasting. As far as I am concerned, I have no desire or 27,500,000 workers are protected by unemployment insurance 
disposition to infringe on that patent. They are welcome laws in all of the States; some 44.000.000 workers have old-
to it. They say something about what they told us when age insurance accounts and are laying up amounts, which are 
the bill was up before, and about their record, but they do matched by their employers, to provide for a decent and 
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respectable old age free from want; more than 2,500,000 of 
those now in need-the aged, the blind, and children in 
broken homes--are receiving aid from combined Federal-
State funds; and public-health and child-welfare measures 
have been provided and strengthened throughout the length 
and breadth of our land. 

Before Congress undertook national consideration of this 
problem only one State had succeeded in passing an unem-
ployment compensation law. Today, in line with the terms of 
our national act, all of the States in the Union, together with 
the District of Columbia, Alaska, and Hawaii, have such laws, 

During the past 4 years more real progress has been made 
in bridging the gaps of unemployment among our workers 
than in all of our past history. Although the benefits are 
just beginning to be effective, approximately $600,000,000 has 
already been paid to temporarily unemployed persons. This 
money has not only provided the workers and their families 
with daily necessities, but in doing so it has accomplished a 
double purpose by helping to turn the wheels of local and 
national industry by helping to maintain consuming power 
at something like a normal level. 

The majority of our workers need no longer fear the dire 
distress and want for bare necessities that formerly accom-
panied unemployment, particularly In our industrial centers. 
While the benefits are less than full pay, and thereby put 
no premium on idleness, they do spread earnings and con-
serve savings and, above all, provide for the necessities of a 
decent existence. In addition, unemployment insurance op-
erates In conjunction with public employment services in 
every State, and one of its major objectives Is to find jobs for 
workers temporarily unemployed. 

While losing a job is a serious matter, and Is an event that 
may occur several times, It generally has a temporary aspect. 
The impending hazard of destitution in old age, which hangs 
like the sword of Damocles over the heads of a large per-
centage of our people in our highly industrialized society, Is 
far more final. It is an easy enough thing to say that every-
one should lay aside enough to sustain him In old age, but 
experience has proved that even the best Intentions of thrift 
are defeated by the vicissitudes and circumstances that 
attend our daily lives. We know that whatever Intentions 
or efforts there may be regarding modest comfort during the 
final years few achieve this goal. Of our citizens over 65, 
2 out of 3 are dependent upon others for support. 

To many of the youth or middle-aged this two-to-one 
gamble carries, no effective threat. Our old-age insurance 
system, however, enables them to build up a retirement 
Income as a right based on their own work and wages. We 
are thus fostering savings and furnishing a strong incentive 
to thrift in providing for our citizens a systematic program 
under which they may lay by a sufmclency during their earn- 
Ing years to provide for their wants when they are no longer 
able to earn. A large percentage of those gainfully employed 
in our country already have accounts under this plan, and 
upon retirement at the age of 65 or later the vast majority 
of these will be entitled to monthly benefits which will con-
tinue for the rest of their lives. 

In addition, the Flederal Government Is providing about 
one-half of the cost of public assistance to almost 2,000,900 
old people who lack means of support. These are the per-
sons who are already old and during whose youth there was 
no social-security program providing for insurance against 
want In their old age. Theirs is an immediate need and is 
being met. 

Under this plan more than $82,000,000 has been made 
available by Federal grants and aids to the States for the 
maintenance of the program of public assistance. Of this 
amount, $553,000,000 was for old-age assistance; over $16,-
000.000 was for aid to the blind; and $72,000,000 was for aid 
to dependent children. These figures coupled with the $6000,-
000,000 which has been paid in unemployment insurance, 
make a total of more than $1,20,900,009 In benefits that have 
been paid under this program by the Federal Government 
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alone. With respect to the grants for public assistance, 
these amounts have on the whole been matched by State 
funds. Amounts paid under the old-age insurance are so 
far relatively small, as monthly payments have not yet 
become effective. 

These are, in brief outline, some of the concrete achieve­
ments of our social-security program. I know, however, of 
no reliable yardstick with which to measure what is un­
doubtedly the greatest benefit of al. I refer to the peace of 
mind, the contentment, and satisfaction which is created in 
the minds of our citizens by the realization of the security 
which this program makes possible. I refer also to the In­
tangible but nevertheless valuable asset In the attitude of 
citizens toward their Government. The American people 
believe that government can and should, insofar as its re­
sources will permit, provide for the security and well-being 
of anl the people by the establishment of a program under 
which they can contribute to their own welfare and at the 
same time to the welfare of their fellow citizens. 

Although we know that this program Is not perfect and, 
because of administrative diffculties, is not as inclusive as it 
might possibly be, the plan does contain the broadest pro­
gram for social security ever undertaken by any government. 

The present bill alms to strengthen and extend the prin­
ciples and objectives of the Social Security Act. The founida­
tions of a permanent program have been laid and your cor­
mittee deemrs It wise to build upon the present struicture. 

Old-age insurance, unemployment compensation, and 
Public assistance are now accepted as permanent in our fab­
ric of social reforms, 

The present bill Is designed to widen the secipe and to tin-
Prove the administration of these programs without altering 
their essential features. 

I shall but briefly sumimarize soe of the principal features 
of the bill. 

First, I desire to call attention to the matter of taxes. 
The old-age Insurance tax has been frozen at 1 percent on 

both employee and on employer for the years IM4, 194t, and 
1942, instead of 1% -percent applicable for said years under 
existing law. This change will save employers and workers 
about $275,000,000 In 1940, or a total of approximately $825,­
000,000 for the S-year period. 

Another change of material benefit to business is that of 
limiting the unemployment insurance tax to the first $3,000 
of salaries paid, rather than the entire amount of salaries 
paid. This change will save employers approximately $65,­
000,000 annually. A further $15,000,000 saving Is made for 
refunds and abatements to employers who paid their 1936, 
1937, and 1938 unemployment compensation contributions too 
late to the States to receive the 90-percent credit allowed 
under the existing law. 

Other savings to business are carried In the pending bill 
by a provision under which States may reduce the rate of 
their unemployment compensation tax when their reserve 
fund has become one and one-half times the highest contri­
butions, or benefit payments, during any 1 year out of the 
preceeding 10. Under this provision, It Is estimated that all 
except about five States will be able to meet the requirement 
and the minimum standards provided, during 1940, and If 
they should reduce their rates from 2.7 to 2 percent an addi­
tional savings of from two hundred to two hundred and fifty
mIllion dollars will be brought about. 

Thus' the savings above mentioned through 1940 may ag­
gregate some $580,000,000. In addition such savings for the 
ensuing 2 years may amount to approximately $1,130,000,000, 
or a total savings of $1,710,000,00 

I shall now briefly touch upon the benefit side of the 
picture, 

elm-AMl DSU20=~ft 
Old-age Insurance benefits bave been liberalized, benefits 

provided for aged wives, and far widlows and clilldren. The 
number of aged persons In our population Is steadily grow-
Ing. 'The extent of this growth is best Illustrated by coem­
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Paring the estimated 8,200,000 persons over 65 years of age 
at the present time to the number in 1900 when there were 
only 3,080,000 and with the 6,634,000 in 1930. 

As a result of our study of the problem of old-ageensr-sed__ 
ance we are agreed that the present system should be re-
vised in order to bring the structure of benefits more closely 
to the basic nerds of our people now and in the future. 

However, we cannot too strongly emphasize that with the 
limited funds available for this type of insurance protection., 
thrift and individual effort must continue to be the chief 
reliance for future security. 

until 1942, and for a considerable number of years there-
after the benefit payments would remain small, and in many 
cases would have to be supplemented by outright grant of 
old-age assistance.Avrg 

Our committee believes it Is essential that the contribu-
tory basis of old-age insurance should be strengthened, not 
weakened, and therefore has provided that benefit payments 
begin as of January 1, 1940, instead of 1942. This change
coupled with larger monthly payments in the earlier years 
will lessen what misapprehension some might have as to the

fnniloeainoth pln
finacialopeatiohe lan.M2C0of 

The basic problem confronting the committee was how to 
poiemore adequate and effective benefits, particularly in 

the early years of operation, without unduly increasing the 
future costs. 

We. therefore, have provided for carrying into effect the 
suggestion and recommendation of the Social Security Ad-
visory Council, which was created by the Senate and whose 
personnel, was to a large degree, selected by the senior Sen-
ator from Michigan [Mr. VANDENBERGJ in cooperation with 
the other members of the Senate subcommittee and the 
Scc'al Security Board.anaeanuttnototesriigwdw

Their recommendation, which our committee followed was, 
first, to substitute additional monthly benefits to wives and 
children, widows, and orphans in lieu of the present 3'/2 per-
cent lump sum payable to the estates of deceased workers. 
We, however, enlarged upon their recommendation by pro­

viigfor dependent parents, and certain payments in lieuviigParent
of burial expenses. 

We likewise agreed to their suggestion and recommenda-
tion to increase the amount of benefit paymients in the earlier 
years to both single and married persons, but the benefits of 
single persons with high earning retiring years hence are re--
duced somewhat. However, this does not mean that un-
married persons who contribute for many years will receive 
less protection than they could purchase from a private in-
surance company. They still receive more protection than 
they could purchase with the same amount of contributions. 

Tab'les 1 and 2, on pages 8 and 10 of the committee report, 
give a comparison of benefit payments under existing law 
and under the provisions of the pending bill, which I ask 
permission to insert in my remarks at this point. 
TABLE 1.-Comnparison of benefit payments under present Federalol3g ndrrvsdplno h asinuosepan

ol-aepanan nsrac ude evse panonte 
the intermcdiate retizrement rate estimates 

- R- I 
Calendar year Present title II Revised Pla 

1940------------------------------
1941 -------------------------------­
1912'------------------------------
1943 -------------------------------­
1944-- -----------------------­
1945---------------------------
1940 -----------------------------
1947------------------------------
194------------------------------
1949 ------------------------------­
19310------------------------------
1351 ----------------

$46000000 6XI8.00n. OD0 
42.19)0.000 211.000,000
90 1% 000n 3.50. 000. 000 

150. (Y 10), 18. (0.00)(M 
21.10 . ( Se. W800010 
2,O.01.00.9) 
43 00(8). 00 
501.".0001(58 
6. 815W.000 
725.19)1,01)
F34. WOM)(1 
171.(0)0.19 

11.52----------------------------:-1.078.0F'(8lfl(M
I ,. --------------- 1.193,10)1. 0W) 

39.54----------------------------- 1_1.33 00.000 

Total 1940-54. Inclusive--8-- 499.000.000 
__________________-

713.t(M.0(M
s:.5.0WO,, 
50. (8)1,1Y 

1. 134. (M,18)3 
fO0001.21-. ". 

1,389 OM.(91
1. s1-.(W~.on 
1. 62 1,l(M. (W
1, 719. O08.WIO 
1,843. 000. 0)3 

1(811,000.000 

Additional 
expenditureI 

542,00.000O 
1C9on000.0
25S.000.000 
3..?.(". O1.(
377-.1)). 000 
42:1.MO. OU0 
4512,0'01.00 
4%, 00YJ.18))
519. 0)1.0))I
s40.ow0(M)
555. OM).OM 
i'52, . Wo 
54.3,001.03L 
Bl o 
sow,. tILO 

8.315.000.000 
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TABLE 2.-i1uistraC!ive monthly old-age insurance benefits uLndert 

present plan and under revised plan' 
Evs' lnIRvsdpa 

plan__ Ree'ntsed________ 

' Single Maried
plan eingleMarridSingle

Iig 
A e-e monlywaeoSWAvragmntyweof_1 

onlywgof$0 veaemnlyaeof$0 

. o 
3------------- M g20. o $30.0SO ) $M 75 $38.81 
.---------- $15.00 21.00 31.501 817.50 21.25 39.38 
20 ---------------­ 22.50 24.00 363.00 32.50 30.00 41500 

30-------------- -­2.50) 26. 00 39.00 42. Z0 32.590 48.75 
40---------------­ 32. 50 28.00 40.00 51. 25 35.00 52.50 

Aeaennhyaef10Aeaemnhywg fV 
otlwaeo$10 

Years of coverage:
3-------------) 130.9005-- ------------- $20.00 31.50 
10--------------2. W 33.00 
20-------------42.50 36.00 
30 ---------------- Li3.75 39.00 
40---------------- 61.25 42.00 

-

vraemnhyaeof$0 
$10 $18 

$46.35 (I) $ .2 f.s 
47.25 $5.0no 42.00 63.00 
49.50 37.50 44.00 6M.00 
54.00 56. 25 48.00D 72.00 
58.50 68.75 52.00 78.00 
63.00 181.25 56(10 84.00 

It is assusned. with resplect to the revised plan, that an individual earns at least 
in each year of coveraze in order to be eligible to receive the 1-percent increment. 

If this were not the case, the benefit would be somewhat tower. 
'flBenefits fur a married couple without children where wife is eligible for a suPPlo' 

ABenefits not paid until after 5years of coverage. 
The present law provides for only two general types of ben­

efits, namely (1) monthly old-age benefits to qualified indi­
viduals, and (2) lump-sum payments to nonqualified individ­
uals and upon death. 

Tepeetlwi hrfr mtdi cp nta tde 
nth prescrentlaw ontherefoenlemited In scoesriingta witedoes 
ano provd montlrenft dw it wiepenencnurrent to the surviving 

ihdpndt
children. This bill provides for paying survivor benefits, and 
I direct your attention to table 3 of the report on page 12. 
which I shall insert at this point. 

TABLE 3.-flu~strafive monthly survivor benefltsl 

I child or W*idow. Widow
fes5roe and I 

or over 65rvrchild 

- .___ 

Avcrnge monthly wage of 
deceased. $50 

__ -______ 

Years of coverage: $03 1.5 ~ 3------------- 0.D 154 Z75
5------------- 10.50 12.75 211.25 
10--------- --- 1.00 18.50 27.50 
20------:---------- 12.00 1s. 00 30.00
30------------ 13.00 19.30 32.00 
40 ---------------- 11.00 21.00 35. 03 

Average monthly wage of 
de~ceased, $15D 

Yea"s of coverage::-----$15.45 M$23.1 $5M 
a~s f 5- ---------- ----- 13.75' 23.63 39.38% 

i( ---------------- 10 50 21.75 41.25 
0-------------- 1I&t00 27.00 45.tt'

I30-------------1.0 2 .25 4& 75 
40 -------:::--I------200 31.50 52.5M 


I It is assnled that an individual1 earn. etlew't $2 


I child or Widow, IWidow
parent(IS 65orove ad I 
or overChl 

I____ 

Average monthly wage of 
deceased, $1OD 

-___­

128128 
13.13 

1.1$9.1 
19.61) 

$21321
32.81 

13.75 
115.00
16.25 

20.63 
22.50 
24.3.8 

34.38 
37.50 
40.81 

17.50 26.25 43.75 
__ __ 

Average monthly wage of 
deceased. $250 

$sr.co $M1.90 251. 50 
21.00 31.50 .12.50 
22.00D 33.00 moo01 
21.010 38.00 moo 
28. 00 34.00 65.0OD 
28.00D 42.0OD0 7OD 

in each yearof coveraige. Uf 
this were nut the case, the benefit woul~d hbesomewhat lower. 

h e feto hs hne nbnftpyet staThneefctotescagsinbeitpy nsisht 
the annual cost in the early years will be greater, the annual 
cost in the later years less, although the average anlnual cost 
over the next 40 years wil be about the same as under the 
present law.

The penigblexndod-eisuaccvrget
dn iletnsod-g nuac oeaet

approximately 1,100,000 additional workers by removing the 
xmto fmrtm mlyewgsere fe 5

exmto fmrtieepoes)aesere fe 5 
and covering employees of certain Federal instrumentalities 
such as national banks and State banks which are member 
of the Federal Reserve System. 
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On the other hand, In order to eliminate the nuisance of 

Inconsequential tax payments, the bill excludes certain serv-
ices performed for fraternal benefit societies and other non-
profit institutions, such as college students working their way 
through college by working for fraternities, and persons re-
ceiving nominal sums of not over $45 per quarter. 

Additional coverage amendments are proposed in the pend-
ing bill dealing with agricultural labor, State employment, 
family employment, employees of foreign governments, and 
others, 

The present act excludes agricultural labor, domestics, and 
casual labor. None of this class are brought under the terms 
of the act, as the committee was unanimous that it would be 
practically an administrative impossibility. I repeat, the 
pending bill continues the exemption of agricultural labor but 
defines the term so as to clarify its meaning and to extend 
the same to certain services not now exempt under the pres-
ent definition of agricultural labor, 

The pending bill contains certain amendments which affect 
the financial framework of the old-age insurance system, 
especially with reference to the old-age reserve account, con-
cerning which you and the country have heard much 
In the past several months. Much misinformation as to the 
handling and Investment of the funds of this account has 
been given, and the amendments proposed in the pending bill 
are made in spite of and not because of such misinformation. 
If anyone still entertains any doubt as to the stability and 
safety of these funds, or the manner in which they have been 
Invested, I suggest they read the remarks of the gentleman 
from California [Mr. Bucx] In the CONGRESSIONAL RECORD 
of April 6, beginning on page 3933, and especially note the 
quotations contained therein from Secretary Mellon's annual 
reports of 1925 and 1925 relative to his handling and invest-
ment of the funds In the adjusted-service certificate fund 
account In the same manner as Secretary Morgenthau has 
bandied and Invested the old-age reserve account. 

The bill changes the old-age reserve account to a trust 
fund, with the Secretary of the Treasury, the Secretary of 
Labor, and the Chairman of the Social Security Board, all 
ex officio, acting as a board of trustees. Instead of requiring 
that such funds shall be invested so as to yield 3 percent, as 
providgd, under the present law, the pending bill provides 
that they shall be invested so as to earn interest at the cur-
rent average rate of Interest as Is done In the case of the 
unemployment trust fund, which at the present time is 2Y2 
percent. Instead of the mythical $47,000,000,000 reserve 
of which we have heard so much, It will probably never 
exceed eight to ten billion dollars, and will conform to the 
recommendation of the Secretary, of the Treasury of not 
more than three times the highest prospective annual bene-
fits in the ensuing 5 years. 

~MPWrvmNTv coi3sunw"T 

The recommendations of the committee relative to unem-
ploymen~t compensation deal with certain changes which in 
no way alter the fundamental Federal-State pattern now set 
In the Federal law. I have previously briefly referred to 
the change made in the tax provisions with respect to taxing 
only the first $3,000 of salary, and the reduction of tax rate 
dependent upon reserves and benefit payments meeting cer-
tain minimum standards. 

Other provisions of the pending bill clarify existing law as 
to coverage and administration. It is not surprising that 
there has been some criticism voiced in the past about the 
administration of the unemployment compensation laws by 
the States, when It Is considered that at the time of the 
enactment of the Social Security Act in 1935 there was but 
one State which had an unemployment compensation law. 
Today all 48 States and Alaska, Hawaii, and the District of 
Columbia have such laws, More than 27,500,000 workers are 
covered by these laws and about 3,800,000 temporarily unem-
ployed workers have received benefits amounting to nearly 
$400,000,000 during the year 1938, and about $145,000,000 dur-
Ing the first 4 months of 1939. To set up and place these 
systems Into operatilon VWaa t9as that challenged the best 
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of administrators, and, while delay In passing on claims of 
applicants necessarily occurred, it is gratifying to note that 
the latest figures available for 1939 show that practically all 
States are now currently disposing of all claims received. 

AMDTO DEPENDENT CEILDREE 

The bill provides additional aid to dependent children by 
Increasing the Federal grant to States on a 50-50 matching 
basis instead of only a one-third Federal grant as provided 
under existing law. The Federal Government likewise in­
creases its grant for administration from one-third to one-
half. 

VOCATIONAL REHABILITATION 

Your committee endorses the splendid work which has been 
carried on by the States in rehabilitating men and women so 
they could provide the comforts and necessities of life for 
themselves rather than be the objects of charity. In view 
of what has been accomplished with the funds available, your 
committee has recommended an additional Federal grant of 
$1,000,000 annually, which I am confident will pay in social 
dividends many times over that suim. 

Mr. TERRY. Mr. Chairman, will the gentleman yield for 
a question?

Mr. DOUGHTON. Yes. 
Mr. TERRY. Did the committee give consideration to a 

new section of the bill covering totally incapacitated persons? 
Mr. COOPER. Mr. Chairman, will the gentleman yield 

to me? 
Aft. DOUGF'rON. Yes. 
Mr. COOPER. I suppose the gentleman from Arkansas has 

reference to totally and permanently disabled cases. 
Mr. TERRY. Yes. 
Mr. COOPER. I am sure the gentleman from North Caro­

lina [Mr. DouGHToNl, the chairman of the committee, will 
recall that the Social Security Board brought this matter to 
the attention of the committee but did not recommend imme­
diate action; therefore, the committee thought further study 
was necessary, in view of the cost and administrative prob­
lems involved. 

Mr. DOUGHTON. Mr. Chairman, I have related some of 
the accomplishments of the present social-security law and 
indicated some of the changes made by the present bill. I am 
confident that our committee has done the very best work 
that it possibly could under most difficult and trying condi­
tions. As I have before stated, of course, what we have done 
up to date is not perfect, but the foundation is well laid. It 
is a well-thought-out and wrought-out plan, and by contin­
uous study and amending the law as experience demonstrates 
Its imperfections I am sure that we will build a superstructure 
for social security that will not only be a relief and of benefit 
to those for whom it Is Intended but it will be the pride of the 
Nation, a lamp to the feet and a light to the path of other 
nations so far as social-security legislation is concerned. 
[Applause.] 

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to the 
gentleman from Michigan t.Mr. HornwArl. 

Mr. HOFFMAN. Mr. Chairman, I ask unanimous consent 
to speak out of order. 

The CHAIRMAN (Mr. Mmrus of Arkansas). Is there objec­
tion to the request of the gentleman from Michigan? 

There was no objection. 
THE ZrH TO WORK 

Mr. HOFFMAN. Mr. Chairman, we all know that the 
Workers Alliance has a delegation here. They want us to 
appropriate $2,250,000,000 to provide jobs. Undoubtedly there 
is merit In the proposition that a man ought to be permitted 
to work. At the same time that those delegations are here we 
have in Washington at least three projects, the art project, 
the Jefferson Memorial, and the big bridge across the river 
over on Pennsylvania Avenue SE. We have more than 100 
private building projects, all of which, if permitted to be car­
ried on, would employ hundreds of men; and we have men on 
strike, picketing and preventing men working unless the con­
tractors are willing to pay 80 cents per hour for unskilled 
labor. 90 cents for semIskilled labor, and $13 a day for a 
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'i-hour day for skilled labor. Something li radically wrong 
when all over the country men and women who want to work 
for 50 cents an hour or less cannot find jobs and here in 
Washington men are not permitted to work at 70 cents an 
hour for unskilled labor. 

It is more than passing strange that this Congress 
should be asked to appropriate this $2,250,000,000 to provide 
Jcbs when right here in Washington there are jobs and men 
cannot work at them. There Is something wrong somewhere. 
There is something decidedlly wrong when In the State of 
Michigan during the past week some 70,000 men were pie-
vented frcmn working at jobs where wages and hours of work 
and working conditions were entirely satisfactory, and the 
only fly in the ointment was that those men did not join an 
affiliate of the C. L o. 

What is the sense of appropriating money to put men 
to work when there is in this country some organization that 
can say to 70,000 men in one city, "You shall not work until 
you have joined a particular organization."' What is the 
sense to it? 

The Committee on Labor of this House is now conducting 
hearings on the Wagner law, which is being used by the 
C. I. 0., with the assistance of the National Labor Relations 
Board, to keep men who want to work out of their jobs. 
There is no question about it. I think it was in yesterday's 
paper I noticed an article that in the clothing Industry there 
will soon be a combination between employer and employee 
to the effect that no garments are to go on the market to be 
sold by retail merchants unless they bear a certain label, 

Within the past 2 weeks we had a demonstration-and it 
was a demonstration; we cannot get away from that fact-
where all of the miners in the soft-coal industry, or at least 
a vast majority of them, were forced, whether they wanted 
or not, to join the United Mine Workers in order to get a 
Job. We have the fact that down at Harlan, Ky., the Federal 
Government is feeding the men who are on strike and who 
will not work because the men who want to give them jobs-
because the operators who are willing to pay them to work-
will not sign a contract which provides that every man who 
works must belong to a particular organization. 

I have not been able to get a copy of the decision that 
the Supreme Court rendered yesterday in which it was held 
that the freedom of speech was denied to those who wanted 
to hold certain meetings in Jersey City in New Jersey. I 
assume that that decision is correct under the Constitution; 
and if it is correct, and if it be true that the C. I. 0. has--as 
the Court held in the case where the Communists wanted 
to distribute their literature In Oregon-the right to use the 
streets and parks to distribute its literature, then the ques-
tion which I have in mind Is this: Are the employers, those 
who have the jobs, those who have the money to pay men 
who are willing to work and who want to work and who 
need work, are those employers to be permitted to tell pro-
spective employees, at least, that they need not join that Par-
ticu'ar organization in order to hold a job? 

Putting it a little differently: Does this rule work both 
ways; or is it true that only members of a certain organiza-
tion can have the benefit of frEe speech and a free press? 

The papers tell us that our Attorney General, the one-time 
Governor of Michigan, who suspended for a period of more 
than 30 days the operation of the laws in Michigan and who 
defied court orders, who was a law unto himself, is now 
going about the country and sending men down to Harlan, 
Ky., to see that men should have their civil liberties protected. 
But nowhere in any paper that I have been able to find has 
there been any declaration on the part of the Attorney Gen-
eral,.or anyone else connected with this administration, that 
the employer may say anything about the advisability of his 
employees joining or not joining any organization; and no-
where has the Attorney General of the United States, the 
man who is in charge of the enforcement of the law, or any 
other administrative officer charged with the enforcement of 
the law, said that a man who wants to work shoall have the 
right to work. 
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And the Wagner law and the decls!crrz of the Labor Board 

make it an unfair labor practice for an employer to advance 
any argument whatsoever to his employees suggesting that 
their interests can be best served by no'.joining a labor organ-
Ization or by Joining a particular labor organization. 

Where Is the right of free speech and a free press guarani-
teed to the employer? Nowhere but in the Constitution, and 
it is denicd to him by the National Labor Relations Act and 
the practice of the Labor Board. 

Mr. DOUGHTrON. Mr. Chairman. I regret to do so, but 
the rule provides that the debate must be confined to the 
bill. The gentleman is speaking out of order. 

Mr. HOFFMAN. But I obtained permission to speak out 
of order. 

Mr. DOUGHTON. I beg the gentleman's pardon. 
Mr. 1HO1FFMAN. It Is all right. In any event. I am talk-

Ing in a way on the bill, because the bill, as I understand it. 
is devised to bring aid to a certain group of our citizens. And 
I am speŽaking about another group which is deprived of its 
constitutional rights by a law which we passed and by a 
board which Is spending funds appropriated by us. 

The matter that I have been speaking about is where this 
Congress has appropriated money to aid thcse who lack 
jobs, those who are in need, and the thought that comes to 
some of us is whether or not if we appropriate this money-
and I am not speaking against the bill or the amendment 
to the bill-but whether, if we do appropriate this money, It is 
going to fall into the hands of those who use it to advance 
their own purposes. For example, if I am correctly ad­
vised, and I think I am, down here this morning at the hear­
ing before the committee investigating W. P. A. a man named 
Charles H. White, who was a member of the Communist 
Party until 1936, who was a member of the Workers Alli­
ance. who at the present time is a member of Federal Project 
Workers Local 20940, who was once a member of Workers 
Alliance Staff Local of the Federal arts project, testified 
that he was sent to Russia along with a group to get in­
structions over there on how and what to do here in Amer­
ica; that over there he was instructed in a school, that he 
was to organize a new republic in the South among the 
Negroes, that he was given instruction In sharpshooting. 
machine gunnery, horsemanship, building of barricades in 
the streets, the destruction of tanks, methods of street fight-
ing-and this, mind you, on a trip where he was recoin-
mended for instruction by Herbert Benjamin, the head of 
the Workers Alliance. 

Mr. GREEN. Mr. Chairman, will the gentleman yield? 
Mr. HOFFMAN. I yield. 
Mr. GREEN. Did the gentleman say he was to instruct 

the young Republicans when he came back? 
Mr. HOFFMAN. The young what? 
Mr. GREEN. The young Republicans. Was not that what 

the gentleman said? 
Mr. HOFFMAN. I do not know of any young Republican 

who would listen to any such instruction. 
Mr. GREEN. I misunderstood the gentleman. I thought 

he stated this man was to instruct the young Republicans. 
Mr. HOFFMNAN. I said he was to establish a new re­

public amongst the Negroes, create a Negro organization in 
the South, he was going to establish a new Political state 
among the Negroes in the South. Thiat was the point, and 
that was a part of his instructions. 

[Here the gavel fell,] 
Mr. TREADWAY. Mr. Chairman, I yield 2 additional 

minutes to the gentleman from Michigan [Mr. HorFANwI. 
Mr. HOFFMAN. He belonged to the same outfit that 

pulled those sit-down strikes on us in Michigan. He be­
longed to that same organization-he has seen the error 
of his ways, he said-he belonged to the same organization 
which attempts to nullify the efforts which we make here. 
We can appropriate all the money we wish to create jobs. 
to create work, and then these men come along and prevent 
men working In your district in the mine, on the farm, in 
the factory, or In the mill. Throughout the country are 
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millions of men willing to work at the average wages being 
paid. What do these men do? They come along and by 
force-and I do not mean maybe, I mean by force-prevent 
men who want to work from working; deprive them of their 
civil liberties, and the Attorney General does nothing about 
that, 

The result Is that when we have the Jobs the men cannot 
work at them. How much longer are we going to stand for 
It? In my humble Judgment what this House should do is 
to make the Labor Committee get busy on amendments to 
the Wagner law, reaffrm our rights, and see to It that once 
more the civil liberties are returned to the people. And I 
mean to the people as a whole, to every individual citizen. 
I do not mean civil liberty only for the members of the 
C. I. 0., for the Communists, for the labor racketeer. But 
I mean the civil liberty of the worker should be returned 
to him; that he should be permitted to work; that the em-
ployer should be permitted to hire and to pay the man who 
wants to work and that the man who wants to work should 
not be required to Join any organization. The employer 
should not be required to hire only those who belong to a 
particular organization. 

Unless we do that, a part of our liberty is gone and it Is 
only a question of time until the practice will be extended 
to include all and the revolution which so many have pre-
dicted will be with us. [Applause.] 

[Here the gavel fefltl 
Mr. TREADWAY. Mr. Chairman, I yield 15 minutes to 

the gentleman from Maine (Mr. OLrvzR.] 
Mr. OIZVER. Mr. Chairman, I ask unanimous consent to 

proceed out of order. 
The CHAIRMAN. The Chair cannot recognize the gentle-

man to submit such a request. The rule adopted by the 
House provides that debate must be confined to the bill,

Mr. OLIVER. I would remind the Chairman that the 
gentleman who occupied the chair a while ago allowed the 
Preceding speaker to speak out of order. 

The CHAIRMAN. Under the rule, that cannot be done, 
Mr. TREADWAY. Mr. Chairman, I yield myself 15 

miuts 
SOCxAL-SEmURMr Wn.v. 

Mr. TREADWAY. Mr. Chatrijian, as the opening speaker
for the Republican minority, let me say that In the consid-
eration of the bill over the last several months we have 
endeavored to do all we could to help perfect the exIsting
Social Security Act. 

We have Joined with the Democratic members of the com-
mittee, In a nonpartisan way, to make such amendments in 
the law as would make It more liberal and more sound. 

Admittedly the Job that has been done Is not perfect.
There are a number of features of the bill with which I 

for one do not agree, and, of course, It is doubtful if any 
man or group of men could write a bill which would be sat-
Isfactory to everyone, 

The position of the Republican members of the Way's andMeasCmmiteewitt s st frthInrepec ths bll
Mueans t withmparespc thtofthisComitte billissecormtheIn 

our rheopornwich accompanhes tha tteetteflcourof itees 
In ths pnngprgahaftesttmn:f u iw 

we say:Into 
This statement Is submitted not In opposition to the pending bil 

but supplemental to the committee report.
While the bill In no sense represents a complete or satisfactory

Solution of the problem of social security., it at least makes certain 
improvements In the present law--some of which we have ourselves 

despite its defects. 

TEX 47.00.00,00
RESRVZwill 
T~ *4.000000,00~the 

We of the Republican minority are particularly proud of 
the part we have played in bringing about the abolition of the 
proposed mythical reserve fund of $47,000,000,000 and the 
substitution of a modified pay-as-you-go policy with respect 
to old-age Insurance. 

We have criticized from the very beginning this reserve 
fund hoax, under which wage earners and employer were_ 
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being taxed an exuessive amount on the theory that a $47,000,­
000,000 reserve was being built up to pay retirement pensions 
In future years. 

Of course, we all know that the money which is being raised 
by pay-roll taxes does not actually go Into the trust fund. 

Appropriatior~s are made to the fund by Congress, it is 
true, but the Secretary of the Treasury takes the cash dnd 
uses It for current expenditures, and all that goes into the 
fund is the Governmnent's I 0 U. 

The Republican Party made an issue of this procedure in 
the 1936 campaign, but the people did not seem to be able to 
understand the devious ways of high finance. 

We kept hammering away, nevertheless. 
In2 January 1937 a minority group which had been ap­

pointed to study the question of old-age insurance in behalf 
of the Republicans in both branches, made a report In which 
it recommended the abolition of the $47,000,000,000 reserve 
fund and the substitution of a pay-as-you-go policy with a 
small contingent reserve. 

At the same time a redu(,tion of the proposed schedule of 
pay-roll taxes was suggested, which, of Course, was a natural 
corollary of the pay-as-you-go policy. 

Those serving on this committee of Republicans were Con­
gressmen REED of New York, and JENKINs of Ohio, and Sena.. 
tors VANDENBERG, of Michigan, and ToWrrSqND, Of Delaware, 

Senator VANDENBERo was able to secure a hearing on the 
Republican proposal by the Senate Finance Committee, and 
as a result of that hearing an agreement was reached be-. 
tween the Finance Committee and the Social Security Board 
for the appointment of an advisory commiittee on social se­
curity, to be composed of outstanding businessmen, labor 
leaders, and experts in the field of social security. 

That committee made Its report, In December of last year, 
and one of its principal recommendations was the abolition 
of the colossal $47,000,000,000 reserve fund and the substitu­
tion of a pay-as-you-go policy.

All during the hearing our friends on the Democratic sidie 
did their best to defend the $47,000,000,000 reserve, 

They, of course, did not want to admit that a mistake had 
been made or that the public was being fooled as to what waS
actually in the fund. 

Mr. BUCK. Mr. Chairman, winl the gentleman yield?
Mr. TREADWAY. I yield.
Mr. BUCK. Mr. Chairman, the gentleman knows that I 

was one of the Democratic Members who took exception to 
the remarks made by some of the Republican Members, not 
the gentleman speaking, with reference to calling the se­
curity-reserve fund "I 0 U's of the Government." They 
are the same type of securities that are held by all the other 
trust funds the Government administers. I am sure the 
gentleman will agree with me In that. I think none of the 
Democratic Members ever admitted what the gentleman from 
Massachusetts called a mythical $47,000,000,000 reserve, be­
cause we know there was no such reserve and never would be 
one.

Mr. TREADWAY. I may add to the gentleman's remarks
that the reason that there was such a reserve started was the 
fact that the Secretary of the Treasury wanted 'to take the 
cash for governmental expenditures. The money did not go

the trust fund at all, and that is what we objected to. 
You stated you were laying a foundation for a $47,000,000,000 
trust fund, but there was no indication of Its being put Into
effect although the law so provided. I am not saying that 
the money was used In an unlawful manner, but nevertheless

heretofore suggested-which we believe justify us in supporting itisafcthtulstelwishngdttisimter
i safc htuls h a scagda hstm hr 

be supposedly a paper accumulation of $47,000,000,000 In 
course of years which will not actually exist; therefore 

the taxpayers of the country will be called upon to pay addi­
tional taxes when the obligations become due in the future. 
That is all I care to say about that at this time,

Mr. McCORMACK. Will the gentleman yield?
Mr. TREADWAY. IEcannot help but yield to my delight. 

ful friend from the State of Massachusetts,
Mr. McCORNACK. Thank youL 
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WVill the gentleman admit that special obligation bonds 

were Issued with reference to the retirement fund and with 
reference to other special funds? 

Mr. TREADWAY. Oh, it is not limited to this fund. I am 
criticizing this fund right now, 

Mr. McCORMACK. The late Secretary Mellon recoin-
mended the issuance of 4-percent special obligations for the 
retirement fund, and properly so. 

Mr. TREADWVAY. Is the gentleman asking a question? 
Mr. MCCORMACK. They will get a certain rate of interest, 

The Government bonds cannot be purchased in the open 
market bearing that rate of interest. The only way you can 
guarantee it is by the issuance of special obligations. What 
we did in this case was to follow the recommendations of a 
'very able former Secretary of the Treasury, whom I respected 
and whose memory I admire. [Applause.] He was a great 
American and I admire him and respect his memory. I refer 
to the late Secretary of the Treasury, Andrew W. Mellon. 

Mr. TREADWAY. The gentleman from Massachusetts Is 
undoubtedly speaking accurately in general terms, but this 
social-security fund, to which I am referring and which I am 
now criticizing, was not in existence during the time that 
Mr. Mellon held the office of Secretary of the Treasury. The 
social-security fund never was thought of at that time. 
Theref ore, I maintain that the gentleman from Massachusetts 
[Mr. McCoRMAcK] should not connect Mr. Mellon's memory 
up with anything that had to do with a fund which he never 
heard of in his life. He may know about it now, but he did 
not know about it during his lifetime. It may be that Mr. 
Mellon knows what is transpiring here today. If he does, he 
certainly will repudiate the fact there was any connection 
between anything he did as Secretary of the Treasury and 
the social-security fund of the year 1939. 

Mr. McCORMACK. I am sure there is no Member on the 
floor of the House now who for a moment interpreted any- 
thing I said as connecting Mr. Mellon with this particular 
fund. 

Mr. TREADWAY. Well, I did. 
Mr. McCORMACK. Certainly the gentleman from Mas-

sachusetts [Mr. TREADwAY] is the only one who would place 
any such interpretation on what I said. What I did say 
was that the precedent for the issuance of special obligations 
was recommended to the Congress in the case of the retire-
ment fund for Federal employees by the late Secretary of 
the Treasury Mellon, 

Mr. CARLSON. Will the gentleman yield? 
Mr. TREADWAY. I yield to the gentleman from Kansas. 
Mr. CARLSON. I would like to make the comment that 

defense has been made of these special obligations. It is 
interesting to note that the Ways and Means Committee is 
recommending to the Congress that the Board of Trustees 
purchase regular cutstanding obligations of our Government 
at the current rate of interest. If the Treasury finds that 
it is not in the public interest to purchase regular bonds, 
special obligations may be issued. 

Mr. TREADWAY. I thank the gentleman for his con-
tribution. Several men have occupied the position of office 
of Secretary of the Treasury since the gentleman to whom 
the gentleman fromn Massachusetts referred. I want to get
down to what the present Secretary of the Treasury, the 
Honorable Henry Morgenthau, Jr., has done in this con-
nection. I may say very definitely to my friend from Massa.. 
chussetts that certainly the present Secretary of the Treas-
ury knew about this fund to which we are referring at the 
present time. Here is the story: 

When It came time for the Secretary, of the T1reasury to 
appear before the committee to explain the Treasury's posi-
tion on the financing of the retirement provisions, he left 
his Democratic supporters on the committee high and dry 
by coming out flat-footedly for the abolition of the $47,000,-
000.00 reserve and the substitution of a pay-as-you-go 
policy with a reserve of not to exceed three times annual 
benefits being paid out. 
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That is the recommendation of Mr. Morgenthaui. It Ls 

"right up the alley," if you wish to so refer to It, with the 
attitude that the Republican minority on the committee have 
taken from the very first in connection with their criticismxf 
of the $47,000,000,000 fund. 

Mr. MAY. Will the gentleman yield? 
Mr. TREADWAY. I yield to the gentleman from Ken­

tucky. 
Mr. MAY. As a matter of information to one who does not 

know very much about It, what Is the proportion of the 
reserve fund under existing law compared with the amount 
of payments that have actually been made? 

Mr. TREADWAY. I am not sure and I stand to be cor­
rected, because there are others who know more about the 
details of the measure than I do. I do not think the propor­
tion is designated under the pre-cent law. There is a rate 
set and the accumulation is figured to reach in about 30 or 
40 years the enormous sum of $47,000,000,000. 

Mr. REED of New York. Will the gentleman yield?
 
Mr. TREADWAY. I yield to the gentleman from New
 

York.
 
Mr. REED of New York. I may say there has been collected 

up to date under the old-age annuity system over a billion 
dollars. There have been paid certain death claims running 
to a total of something like $25,000,000. 

Mr. TREADWAY. There was no direct proportion, how­
ever. The reserve under the present law just grows and 
P'r3WS 

Mr. REED of New York. No. 
Mr. TREADWAY. I was correct in makting that statement. 
Mr. MAY. According to that statement, then, the present 

set-up would be about 14 to 1. I understood the gentleman 
to say the Treasury now recommends 3 to 1. 

Mr. TREADWAY. Yes. Three to one is the proposed­
recommnendation. 

In Mr. Morgenthau's statement before the committee he 
completely reversed his testimony of 4 years ago when he 
insisted that the full reserve be built up. He explained his 
changed attitude by saying, at page 2112 of the hearings. 
that-

The argument for a large reserve does not have the validity 
which 4 years ago It seemed to posaess. 

That was a very frank and fair comment of the Secre­
tary of the Treasury and one for which we are glad to 
commend him, in that he recognized that the attitude of the 
Department 4 years ago should not be carried out under 
existing conditions. 

By hiss testimony before the committee, he admitted the 
soundness of the major Republican criticism of the law. 
Therefore, I repeat, that we of the minority are proud of the 
part we have played in bringing about this wholesome change 
in Policy. 

[Here the gavel felltl 
Mr. TREADWAY. Mr. Chairman, I yield myself 15 addi­

tional minutes. 
TAX SAVINGS AS A flnULT OF ADOPftON OF PAY-A5-TOV-Go PRINCIPLZ 

Now, Just a word about the so-called tax savings which 
wIll result from this change.

The Democratic majority are endeavoring to make capital 
out of the so-called saving by reason of not increasing taxes. 

How business can save anything it has not already paid 
Is a question. 

It would be better to say that the proposed change makes 
possible the avoidance of an immediate increase In the Pay­
roll tax. 

The New Deal might, by the. same process, take credit for 
the b'lions of dollars it is saving business by not Increasing 
taxes to the extent necessary to balance the Budget. 

I do not mean to belittle the importance of the freezing 
of the pay-roll taxes at the present rate for 3 more years.

On the contrary, I strongly favor it; but it is just a cor­
rection of a Democratic mistake. 

The present pay-roll taxes are excessive. 
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Under a strict pay-as-you-go policy, they would not even 

need to be 1 percent as they are at present. 
There is absolutely no justification for collecting from 

business concern and from the wage earners of the coun-
try more pay-roll taxes than are necessary to support the 
system on a sound basis. 

These pay-roll taxes directly reduce the consuming power 
of the workers of the country and they increase the cost of 
goods and services because they are a burden on production 
and distribution. 

I am in hopes that some day some substitute form of tax-
ation can be worked out, because in many respects the pay-
roll tax is one of the worst forms of taxation yet devised. 

It amounts to a gross income tax on the wages of the low-
est-paid workers. 

It puts a direct penalty on the giving of employment and 
not only discourages the creation of new jobs but encourages 
the abolition of existing jobs to avoid the taxes imposed. 

Business concerns must pay their share of the tax whether 
they make a cent of profit or not. 

A concern might conceivably lose a million dollars and 
still have to pay a million dollar pay-roll tax, 

To the small merchant the pay-roll tax may be the 
difference between profit and loss at the end of the year. 

In any program of business appeasement the reduction or 
abolition of the pay-roll tax ought to stand at the head of 
the list, 

Business concerns may complain about the corporation 
income tax, but they only have to pay that tax if they have 
a profit, 

The pay-roll tax may be a tax on a loss. 
The individual only has to pay an income tax if he earns 

over $1,000 if single and $2,500 if married, and there are other 
deductions besides, but the pay-roll tax is imposed on every, 
cent the worker earns up to $3,000 a year. 

The person who finds an acceptable substitute for the pay-
roll tax should have a monument erected to his memory, 

VU4Z~LPYDKET TAX 
The proposed plan of enabling the States to reduce their 

unemployment Insurance pay-roll tax in cases where ade-
quate reserves have been built up should also be heartening 
to business. The credit for the nucleus of this plan must go 
to Governor Saltonstall, of Massachusetts. and the unem-
ployment compensation authorities of that State. Including
Mr. Arthur Retch, chairman of the State advisory council. 
It was first suggested in a letter to the gentleman from Mas-
sachusetts [Mr. MARTIN] from Governor Saltonstall dated 
Arril 17. TIhis letter was turned over to me for a suggestion 
as to how best to lay the plan before Congress, and the sug-
gestion I made was followed. I did not personally offer theL 
plan in committee because I did not want to Jeopardize its 
adoption by having it come from the Republican side. 

Under the plan originally proposed, there was no sugges-
tion of benefit standards which would have to be met as a 
condition precedent to reducing the State tax. These benefit 
standards were insisted upon by the Social Security Board, 
and In their present form they are opposed by many of the 
State unemployment authorities. Some fear that they may
deny relief to States which can otherwise qualify by reason 
of having the required reserves.BtcnteFdrlGvrmn 

There can be no question but what some form of tax relief 
is necessary, since many States have been continuing to build 
up their reserves even after making heavy payments of bene-
fits during the present depressed state of business. As busi-
ness improves, tax receipts will be even greater and the need 
for unemployment compensation will decline, thus further 
adding to the present large reserves, which now exceed over a 
billion dollars. A flat reduction of the tax is opposed by the 
Social Security Board on the ground that it would be insufft. 
clent in many instances; hence the only solution is some plan 
such as that sponsored by Governor Saltonstall, under which 
the tax rate can be adjusted to meet the needs in each State. 
Under the plan, regardless of the rate fixed by the State, 
employers will continue to get the full 90-percent credit 
against the Federal unemployment tax of 3 percent, 
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OLD-AGE PINSZONS 

Next, as to old-age pensions. When the original social-
security bill was before the House in 1935. I moved to amend 
the bill by increasing the Federal contribution for old-age 
pensions from $15 a month per person to $20 a month per 
person, thus making possible a pension of $40 per month 
instead of $30. 

That motion was voted down by, a vote of 148 ayes to 254 
noes, the vote being along party lines, with the Republicans 
voting "aye" and the Democrats "no." 

Now, 4 years later, we have the Ways and Means Committee 
coming in with a recommendation along that very line. 

The Democratic mills grind slowly; but eventually they 
come around to our point of view. 

They are about to do the same thing on the tax question. 
with respect to which a bill will shortly be presented to the 
House. 

On the question of old-age pensions, there can be no ques­
tion but what the amounts now being paid in most States 
are far from adequate, 

Unfortunately most of the States are not yet taking full 
advantage of the Federal Government's offer to make a con­
tribution up to $15 on a 50-50 matching basis, 

The average pension being paid throughout the country Is 
only a little over $19. 

In my State the average happens to be a little over $28, 
which means that some are getting more than that amount 
and some less. 

The effect of the amendment will not be to Increase any-
one's pension automatically. 

It simply holds out an offer on the part of the Government 
to pay one-half of the pension fixed by the State up to a 
maximum of $40. 

At the present time Massachusetts and a number of other 
States are paying pensions in individual cases in excess of 
$30 but they have to stand the entire cost Ins~ofar as the 
Pension exceeds that amount. 

'Under the amendment proposed, the Federal Government 
will match 50-50 on amounts between $30 and $40, the same 
as It is now matching 50-50 on amounts up to $30, 

Doubtless proposals will be made here for the Federal Gov­
ermient to pay two-thirds instead of one-half, or to pay 
some fiat sumr without requiring any, matching by the States. 

Both these proposals are in the direction of straight-out 
Federal pensions on which we had a rather decisive vote here 
the other day. 

If we start paying two-thirds It-will-be only a matter of 
time until we are requested to make the contribution three-
fourths, and the next step after that will be paying It all. 

If we do not have State responsibility the States will be 
putting everybody on the roll regardless of need. 

If we adopt the amendment proposed by the bill, a reason­
ably adequate pension can be provided If the States meet the 
Federal Government half way. 

The responsibility is theirs to see that adequate pensions 
are provided. 

Scme will say the States cannot afford to pay increased 
amounts and that therefore the Federal Government should 
assume the burden. 

fodI ihr 
Areth Sttsaywreoftan the Federal Governmentafodiethr 
AeteSae n os f hnteFdrlGvrmn 

when it comes to being able to afford things? 
By the end of the next fiscal year we will have piled up 

an accumulated deficit of twenty-seven billions, and we have 
been running several billions in the red each year with no 
end in sight. 

So do not let us hear anything in this debate about the 
Federal Government being better able to pay old-age pen­
sions than the States. 

The proposal to pay, a flat sum to the States regardless of 
any matching is aimed at transferring the cost of old-age 
pensions in the South to the Northern States. 

We might as well face that Issue frankly and meet It head 
OIL 
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In the Washington Past this morning there appeared an 

editorial on the question of increased Federal grants for old-
age Pensions, 

Reference was made to the announced intention of a cer-
tain Member of the other body to propose that the Federal 
contribution be increased to two-thirds in the sc-called 

poorr Sttes.We
The Post editorial indicated that this was simply a back-

door entrance to a Federal pension system, and I agree,
I1read the concluding paragraph of that editorial: 
When the House begins debate on the proposed amendments to

the Social Security Act today It must be alive to the very real 
danger of ushering In Townsendism through the back door, 

AID TO DEPEWDENT CHILDREN 
The committee has Increased the Federal contribution for 

aid to dependent children from a one-third matching basis 
to a 50-50 matching basis, the same as now prevails with 
respect to old-age assistance and pensions for the blind. 

There has been a widespread demand for this change,
which should prove of considerable benefit to the States by
Permitting them to extend their services to dependent chil-
dren by taking care of more cases and by paying increased 
benefits to those now on the rols 

OTZ HNE 

I1shall not at this time go into other matters covered by
the bill. 

The liberalized provisions relating to old-age retirement 
have been explained in detail and will be further referred to 
as the debate progresses, 

I shall not take the time to go Into the complicated details 
of these provisions, nor into some of the other matters which 
I have not touched upon. 

Instead, I shall ask permission to Insert at the conclusion 
of my remarks the minority report on the bill, which sets 
forth our comment on these provisioils 

CONCLUSION 
In closing, I want to utter a word or two of caution, 
The pending bill goes a long way further toward a system 

of Government paternalism than the present law. 
highestIts objectives are strictly humanitarian, and of the hget 

purpose, but we must proceed slowly or else we will be thrust 
fully into a socialized state. 

Under Government paternalism, the people surrender their 
liberty for what they believe is security. 

Under the old-age insurance provisions of the bill the 
people are being forced Into a system of paternalism, regard-
less of their individual wishes in the matter. 

I am not here today arguing against social czo~urity. On 
the contrary, I want to say that I am for all the security we 
can afford. 

My remarks are simply intended as a word of warning to 
watch our step as we proceed in the direction of what we 
believe to be more liberalized social security.

If we proceed too fast the whole system may collapse of 
its own weight, and we may find that instead of more security 
we have none at all. 

Thbis bill proposes the first amendments that have been 
mdtothe Social Security Act as passed in 1935.made toRepublican

It puts the Federal Government more and more into the 
position of godfather to the people, 

If other amendments are made in later years, as undoubt-
edly they will be, we will reach the point of absolute Govern-
ment paternalism, 

While I Intend to vote for the bill now before the House,
which in many respects improves the present law, I1 dread to 
anticipate what it may lead to in future years. 

We are told that despite the fact that the bill proposes to 
increase benefits and to pay pensions to, wives, widows, de-
pendent children, and parents of workers, it will cost no more 
in the long run than the present limited system.L 

This is because lump-sum payments are done away with 
In the case of workers dying before reaching the retirement 

age nd ecaue sigle inofabnefis t ersns ae rduce 
ag acoeasebneristosned. prosaeedcdiofras future years are cnend 
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However, this Congress cannot legislate for or control future 

Congresses. We know that benefits under the act will not be 
reduced, but further extended. We know that this Will in­
crease the cost still further. But we do not know whether 
future Congresses will levy the taxes necessary to maintain 
the system without taxing the people generally for its support. 

are not even sure that the scheduled increase of pay-roil
taxes in 1943 will be allowed to go Into effect. At that time 
the rate will jump to 2 percent each on employers and em­
ployees Instead of the present 1-percent rate, which the bill 
continues for 3 more years.

There is a question how much the workers are going to be 
willing to contribute out of their wages for old-age security 
or how much they can afford to contribute. There is also a 
question how much business can stand In the way of in­
creased taxes for social security. Even at the present 1-per­
cent rate the pay-roll taxes amount to $500,000,000 annually.
At 2 percent the yield will be arcund a billion annually, and 
at 3 percent the yield will be around one and one-half bil­
lions in addition to all other taxes. 

We are continually urging reemployment, but at the same 
time we are Putting Increased burdens on employers for 
giving employment. If we keep on adding burdens to busi­
ness, the time is not far distant when the Government will 
have to take over all business, industry. and commerce if 
It is to be carried on at all. Then the Government will in­
deed become the Great White Father. So I repieat, let us 
proceed slowly In liberalizing the Social Security Act lest In 
pursuing security we lose It altogether, and with it the liber­
ties of the people. [Applause.] 

The minority views referred to by me are as follows: 
Sv'pPLEINTAL VIEws or THE REPVuscAN mixoR=T 

This statement Is submitted, not in opposition to the pending
bill but supplemental to the committee report. While the bill in no sense represents a complete or satisfactorysolution of the problem of social security, it at least makes certatiL 
improvements in the present law (some of which we have ourselves 
heretofore suggested) which we believe justify us in supporting it 
despite Its defects. 

ELEflNATION 0F $47,000.OO000o000 
We particularly comnmend the abandonment of the staggering andIllusory $47,000,000.000 reserve fund for old-age Insurance, which 

we have criticized from the very beginning as being unnecessary, 
misleading, and dangerous. The substitution of a pay-as-you-go 
system, with a moderate contingent reserve. as provided by the.bill, is in line with what the Republican minority has always advo­
cated. It Is In accord with the Republican platform of 1936. and
 
with the recommendations made in January 1937, by the minority
 
group which was named by the Republicans of both branches of
Congress to study the question of social security, composed ofSenators VANDENBERG and TowNsssnv and Congressmen Rxsn of 
New York and JE~Nxus. The recommendations of the latter group 
led to the appointment by the Senate Finance Committee and the 
Social Security Board of the Advisory Council on Social Security,which in December 1938 submitted a report suggesting many of 
the changes made by the pending bill. includiing the establishment 
of the pay-as-you-go policy. Those serving on the Advisory Coun­
cil included outstanding businessmen, labor leaders, and experts in 
the field of social problems.Republicans in both branches may deservedly be proud of the 
part they have played in calling to the attention of the country the 
dangers and burdens inherent in~the present reserve structure, and 
in bringing about the changes proposed. The action taken by the 
committee is an acknowledgment of the soundness of the majorcriticism of the existing law. 

While an attempt is made under the bill to assure the workers of 
the country that the money they contribute through pay-roll taxes 
will be kept In a separate trust fund, the fact is that the amended 
provisions governing the investment of the reserve make littlechange In the present provisions. The Secretary of the Treasury, 
as managing trustee of the fund, will still be able to use the pay­
roll tax contributions for current governmental purposes simply
by continuing to place In the fund special bonds-that Is, Gov­
ernment I 0 U`s-as is now being done. Although the Secretary is
required to first attempt to buy outstanding obligations for in­
vestment of the reserve fund, this provision is negatived by the 
further provision that he need not do so if ink his opinion the public 
Interest requires that he issue the special bonds (I 0 U's). Prob­ably at no time will the Secretary ever deem It expedient to buybonds In the open market, which means that the present practice 
of issuing I 0 U's to the fund and using the trust money for gen­
eral governmental purposes will be continued unabated. The only
redeeming feature is that with the abandonment of the S47.000,­
000.000 reserve, and the substitution of a contingent reserve of notto exceed three times the highest annual benefit payments during 
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publican group to which we have previously referred. It, of course.[DtcorcetoM.15 9i 
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the succeeding 5 years, there will not be as much money as other-
wise for the Treasury, to make use of for current extravagances, 

ELIMDSATXON 0F CONTEMPLATE INCREASE IN PAY-ROLL TAX UNDER 
TrL V3 

As aconequnceof te aandnmet o the$47000000000 
resera cunsequ3-eare deayithe schdonedule increae in7the0 ld-

deay ncraseinreseve und a n -yerte shedled ~e ~d-
age Insurance pay-roll tax has been made possible. Under existing
law, the tax under title VIII would automatically increase next year 
to 1 I/2 percent each on employers and employees. Instead of 1 per­
cent on each as at present. Under the pending bill, the 1-percent 
rate will be continued for 3 more years. thus eliminating the Im..me-
diate threat of higher pay-roll taxes. 

There Is no question but what the present schedule of pay-roll 
taxes Is excessive, and that these taxes constitute a powerful de-
terrent to business recovery. They put a direct penalty on em-
ployment and reduce the purchasing power of millions upon mU-
lions of employed persons. We heartily approve the reduction pro-
posed by the bill. wh~ch will result In considerable rellef to busine-s 
and at the same time permit employed persons to retain for their 
own purposes a larger portion of their pay envelopes. The post-
ponement of the scheduled Increase In the pay-roll tax was one of 
the principal recommendations made In January 1937 by the Re-

was an essential feature of the pay-as-you-go policy advocated by 
the Republican members of both branches. 

It Is estimated that as a result of the postponement of the tax 
increase there will be a saving to employers and employees of 6275.-
000.000 annually, or a total of $825,000,000 over the 3-year period
1940-42. This amount will go into the channels of trade Instead 
of into the Treasury to be squandered by the present administration. 

UNEMPLOTME]IT-INSUILANCE TAX RELIE 
No less Important to business are the tax savings made possible

by the changes proposed In the unemploymnent-insurance title. 
Under the established policy of providing unemployment Insur-
ance under State laws, with a uniform rate of tax, despite varying
conditions of unemployment, reserve funds have been built up In 
many States to needlessly large amounts. We feel that there Is 
no justification for continuing to extract from business more un-
employment taxes than are necessary to meet current outlays in 
each State and maintain a reasonable reserve. It is essential that 
some plan be put Into effect which will result In adjusting revenues 
to benefits and prevent the piling up of even greater reserves as 
business conditions improve and receipts from the tax Increase. 

At the Instance of Governor Saltonstall and the Massachu-
setts unemployment-compensation authorities, the committee has 
adopted a plan whereby those States which have ample reserves 
may reduce their unemployment tax below the 2.7-percent level now 
prevailing. This plan is explained In detail In the report of the full 
committee. 

According to Information given the committee, all but nine 
States are now in a position to meet the requirement as to re-
serves. However, there Is fear on the part of many of the State 
unemployment-compensation officials that the standards det up as 
a condition precedent to reduc!ng the State tax are Euch as to 
nullify the possibility of any reduction under the plan. Due to 
the fact that the proposal was not discussed during the public 
hearings, and that the specific language of the plan has only been 
available for examination by the State authorities since May 24. It 
Is possible that somne adjustments will have to be made If the 
hoped-for tax reduction Is to be real'zed. These standards were 
Insisted upon by the Social Security Board as a conditIon to Its 
approval of the plan.

It is estimated that this provision may result In a saving to 
business of $250,000,000 annually In those States which now have 
the required reserves. State action wili, of course, be required to 
put the plan Into operation.

In addition, there will be a further saving of $65,000,000 annually 
because of the limitation of the tax base under title IX to the 
first, $3.000 of each employee's annual earnings, as is now provided 
,under title VIII. 

A still further saving will result from the adoption of the Carl-
son amendment eliminating the so-called 90-percent penalty In 
cases where the taxpayer failed to pay his State unemployment tax 
for 1936, 1937. or 1938 in time to get the benefit of the credit 
against the Federal tax. This will relieve business from unjust 
and excessive penalties amounting to perhaps $15,000,000. 

We strongly favor the foregoing clianges. which do no't appear to 
jeopardize the payment of unemployment benefits or Involve any
reduction in the amount thereof. 

OLD-AGE PEMOINS 
Under existing law, pensions to needy persons over 65 are pro-

vided under the laws of the several States, the States themselves 
having full control In fixing the amount thereof, with the Federal

Gcv~rnentthe rembursigor oneCalifornia..-----------------------tates
GoenetribrigteSae o n-hall the total sum ex-

pended. It IS provided, however, that In no case shall the Federal 
contribution exceed $15 per month per person. In other words. 
the Federal Government matches the State funds paid out for old- 
age pensions on a 50-50 basis, and makes no contribution unless 
there Is a like contribution by the State. If a State pays an Indi-
vidual $15 per month, the Federal Government contributes $7.50 
of the total. If It pays him $30 per month, the Federal contribu-
tion is 815. If It pays $40, the Federal Government contributes the 
first $15 and the State the balance, 
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When the original Social Security Act was under consideration 

in 1935 the Republican minority offered a motion to Increase the 
Federal contribution to a maximum of $20. which, with a like 
contribution by the State, would have provided a pension of $40 
per month. The motion was defeated, due to the opposition of the 
Democratic majority.

The committee, by Its action In incorporating such an emend­
ment In the pending bill, has agreed that the change we then pro­
posed Is desirable. 

Our purpose In offering the original motion was that we con­
sidered a pension of $30 per month to be Inadequate. Unfortu­
nately. the States have not provided anything approaching even 
this amount on the average, despite the willingness of the Federal 
Government to contribute one-half the total. As of March 15, 
1939, according to figures submitted by the Social Security Board, 
the average pension being paid throughout the country was only
$19.51. The average payment by states ranged from a low of $6.11 
In Arkansas to a high of $32.47 In California. The following table 
gives the figures for each State: 
Average oldf-aye pensions being paid, Febriary1939, by States wioth 

plans, approved by the Social Security Board 
[aacretdt a.1,IG9 

AVIRAOE AMOUNT PAMDTO RED'1PUMM OF OLD-AGE ASSM5ANCE 
Ttl-----------------------$95 
'b--------------------1.5 

eon1 
Connecicu --------------------- 41 
Maine-------------------- ----------------------- 24.10 
Massachusetts-------------------------------------- 28. 49 
New Hampshire ---------------------- ------------- 23.31 
Rhode Isand -------------------------------------- 10.74 
Vermont------------------------------------------- 14.38 

Region II: 
New York.------------------------------------------ 24.27 

Region III: 
Delaware ---- - --------------------------------------- 10.85 
New Jersey----------------------------------------- 19.51 
Pennsylvania ----------------------------------- 21.25 

Region IV: 
District of Columbia---------------------------- 23.52 
Maryland ---------------- - - ----------- ----- 17.47 
North Carolina..----------------- - ------------ 9.53 
Virginia --------------------------- ----- ---------- 9.61 
West Virgini&..---.-.---.-------------------- ----------- 13. 85 

Region V: 
Kentucky - -- -------------------- 8.69 
Michigan..---------------------------- 16.97 
Ohio-------------------------------------- 22.54 

Region VI: 
Ilios.18.74 
Indiana.------------------------------------------- 16.75 
Wsoin - 20.98 

Region VII: 
Alabama -- - ------- -- -- ---- --- 9.35 
Florida------- -- - --------------- 13.80 
Georgia - ---------------------------------------- 8.62 
Mississippi----------------------------- 7.08 
South Carolina --------------------------------- 7.61 
Tennessee --------------------------------- ------- 123.23 

Region VIII: 
Iowa -------------------------------- ---- --------- 19.83 
Minnesota ------------------------------------ 20.55 
Nebraska ------------------------------------------ 17.37 
North Dakota -----.------------------------------. 17.52 
South Dakota -------------------------------------- 19.57 

Region LK: 
Arkansas.-------------------------------------------60.11 
Kansas-------------------------------------------- 19.73 
Missouri------------------------------------------- 18.,62 
Oklahoma----------------------------------------- 19. 89 

Region X: 
Louisiana------------------------------------------ 10.37 
New Mexico ---------------------------------------- 11.41 
Texas ---------------------------------------- -13.91 

Region XI: 
Arizona ------------------------------------- - ---- 26.14 
Colorado ------------------------------- 29.07 
Idaho ------------------------------------------ 21.33 
Motah a--------------------------------- --------. 20.50 
Wyom---------------------------------------------- 21.83 
Woig---------------------- 18 

Regon XII:I 
- ----- ----- -- 32.47Nevada ---------- -------- -- -- --------- 26.45
 

Oregon---------------------------------------- -- 21.27
 
Washingtn ---- ------- ------ __ 22.10
 

Territories: 
Alsa----------------- ------- .9 
AHaska..l.---------- ---------- --- - -- 27.5 
Hwi 26 

Of course, until the States take action to Increase the amount of 
their old-age pension payments, no benefit to elderly persons will 
result from the more liberal Federal contribution which the bill. 
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provides. However, we hope that this evidence of a willingness on Present and proposed schedules of retirement benefits for e mployed
the Part of the Federal Government to do Its share in bringing persons-0ontinued
about an increase in old-age pensions will give rise to action by the_________ 
States along this line. 	 The responsibility is now theirs to see that 

Moreadeqatepensonsrovied.Presest 
mareadeqatepensonsroviedlaw

OLD-AGE RETIREMENT PR0VISIONU 
Under existing law, provision is made for a Federal system of 

old-age retirement annuities, under which employed persons (With
certain exceptions) are to be paid retirement benefits upon reach-
Ing the age of 65. A pay-roll tax, to which we have previously re-
ferred, is imposed on such employed persons and their employers 
for the purpose of financing this retirement scheme. To qualify
for retirement benefits, workers must have rcached the age of 65 
and have contributed to the system for at least 5 years, The first 
benefits are scheduled to be paid under existing law on January 1. 
1942. The present schedule of benefit payments ranges from amiiu f*0prmnht aiu f85 ae nteminmumof$10pemothto mximm f $,basd n te 
worker's total earnings during the years he has been covered under 
the system. In the case of workers dying before reaching the re-
tirement age, their estates are now paid a lump sum equal to 31/2 
percent of the total wages earned while the worker was covered, 
this amount being deemed to be a, return of his own contributions 
under the pay-roll tax. The present law makes no distinction as 
between married and single workers in the amount of benefits paid.
No survivor benefits are provided for except the lump-suim payment
above referred to. 

Under the bill, it Is proposed to revise the present old-age retire-
ment provisions by increasing the benefits In certain directions and 
decreasing them in other directions, without making any net change
In the total cost over the years. We call particular attention to 
these changes so that It may be fully understood just what is 

Thpoedne eeispoie.b h ilicuetepayment of 
monthly pensions to widows of deceased workers where there are 
dependent children or where the widow herself is over 85 years of 
age, and to dependent parents over 65 where there Is no widow of 
the deceased worker and no dependent child. 

The bill also proposes to make a distinction between married and 
single workers by providing a supplemental pension to workers 
whose wives are over 65. 

The details of these proposed new benefits are set forth In the 
report of the full committee. 

Insofar as the workers themselves are concerned, the bill proposes 
to reduce the eligibility requirement from 5 to 3 years coverage
under the system, and to commence the payment of benefits inl 
1940 Instead of 1942. This change has been advocated by the Res-
publican minority for several years. In fact, the report made by
the minority group in January 1937. to which we have already
called attention, proposed that payments begin on January 1, 1939. 

The pending bill also revises the schedule of benefits for retired 
workers by increasing the amounts payable to all those retiring In 
the next few years, and reducing the amounts payable in future 
years to single persons and married men whose wives are under 65. 
Under existing law, the formula for computing benefits is as follows: 
One-half of 1 percent of the first $3,000 of total wages earned since 
the system has been in effect, plus one-twelfth of 1 percent of the 
next *42.000 of total wages, plus one twenty-fourth of 1 percent
of the balance. Since only the first $3,000 of each employee's an-
nual wage is taxed, only the first $3,000 of the annuall wage Is 
counted in computing benefits. 

Under the pending bill, It is proposed to base benefits not on the 
total earnings of the employee during his working span but upon
the average monthly wage earned during that period. The new 
formula provided under the bill is as follows: Forty percent of the 
first $50 of the average monthly wage, plus 10 percent of the bal­
ance, the total thus obtained to be increased 1 percent for each 
year in which the worker earned 6200 or more since he has been 
under the system. In other words, if the average monthly wage 
was $100, and the worker had been under the system for 20 years,
his pension would be computed by taking 40 percent of the fist 
$50 (or $20), plus 10 percent of the remaining $50 (or $5). making a 
total of 125, plus an additional 20 percent for the 20 years covered 
under the system (*15), or a grand total of M3. Following is a 
comparative table showing present and proposed benefits to retired 
workers: 
present and prpsdShdlso 

propsedschdulsofretremnt
eieetbnff 

enefts or mp'yed
o mlyd 

persons 

Propreed schednie 
PreqenthaadofodaeIcaehrecethreimetae Wehr 

dlawinion s te workers of the country will be satisfied with this new concept
between sos~d Married remains to be seen, It puts the Governament In the position Of 

mrid mrid men with changing the terms of a contract after it has been entered Into.
mandrinedmen wit persons)em wivth 

.&verage monthly wane of 18 
Srests coverage-----------------
5 yeazs coverage._ .,-$15.50 

10 years ooverage-_-17.50

10 years cover~gs, --------------------. 
30 yewts coeag-
Q y5a55 covergS.- ­

ieq un-desns 
_ der__PS_ 

None $1W8
21.50 
22.5OD 

2250 2.50X
27.50 	 28.50 
32.U 1,9.5 

Propoedi shelsduig 
re 
re 	 (nodisifnctoo Sieept-Married 

between 505~ men with 
'Tdingedmnwt wires 

aesnds)]91 wia 5 and 
persons over 

Average monthly wage of $100: 
3 years coverage ------------------------ None $23.75 $38.63 
5 e----vrae-------------------------- $17.10 20.25 39.35 
10years coverage---------------- ------ 22.50 27.50 41.2620 ews coverage ----------- -- ~-- 32.50 10.00 45.0D0years coverage----------------- ~ 42.50 32.50 48.75 
40 years covernge ----------- ~- . 51.25 35.00 52. 60 

Average monthly wage of $150: 
3 years coverg -------- 2'None 30.8 48.85 
5 yeaes coverage ------- ---------------- 20.00 IL.50 472 
10 year cover-age---------------42--- .50 33.00 ai so 
30 years coverage----------------------- 53.75 39.00 58.50 
40 years coverage-------------------- 61.25 42.50 G&W5 

Average monthly wage of $21:
3Syears coverage ---	 one-- 41.2D 61.80 
5 years coverage ---------------------- 25.50 42.00 63.0010 years coverage 	 1------ 44.50 6.007.5 O
10years coverage ----------------------- 68. 25 4S.0OF 2.00Z 
10 years coverage -------. &75 52.50 25.501 
40 years coverage ------- ---- 1 25 56.5OD 4.ODSL----

From the foregoing table, it will be observed that the single 
pro n h are a hs iei ne h g f6 
received less under the proposed plan than lunder the present 
system In the following instances: 

(a) Such worker with an average wage of $50 monthly where he 
has been under the system 30 years or more 

(b) Such worker with an average wage of *100 or over per month 
where he has been under the system 20 years or more. 

In the case of the $50 per month worker, the reduction Is mucha 
smaller than In the case of the worker earning up to *250. 

It has been estimated that about 40 percent of the persons now 
21years of age will not live to reach age 65 so as to qualify for 
monthly benefits. Under the proposed plan, these workers Wil 
contribute their pay-ronl tax money Into the system without 
building up any vested Interest therein, surh as they have under 
the existing law. At the present time, in tbe case of workers 
dying before reaching the retirement age, their estates would be 
entitled to lump-sum payments (representing a return of such 
contributions) as follows: 
Lump-sum payments 	under' existing law', whlicht are abandoned 

under proposed plan 

Average monthly -ags 

Years of coverage after 1937 

1 ------------------­
20..-----------------------........ 
10-------	 ------
40 ------------------------- -------. 

SW $150 $150 $200 VWo 

tl. O s M 10 
420 84 1,280 1.6S0 Z~1500 
30 . LS 2.3D 1501,6

840 1,680 Z352 3,380 4,200 

These lump-sum payments will be abandoned under the proposed
plan, and all that the estate of the worker will receive, provided he 
leaves no one behind entitled to monthly benefits, will be six times 
the monthly benefit he would be entitled to receive upon retirement. 
Such sum will be only a fraction, in many instances, of the amount 
of the present lump-sm- payment. The virtual confiscation of the 
sums paid Into the system by workers dying before reaching the age
of 65is for the purpose of paying apart of the cost of thelncreased 
benefits to others. 

The justification for this confiscation, In the eyes of the Social
Security Board, is the new concept of what the worker Is purchasing
under the old-age Insurance system, At present he Is deemed to be 
buying an annuity at age 65, with a guaranteed return of principal 
In case of his death before reaching that age. But under the pro­
posed plan he Is merely deemed to be insuring himself against the 

wives In the absence of such confiscation of the pay-roll-tax contrlbu­65-and 
o~ tion of workers dying before reaching the retirement age and In the 
over_ 	 absence of the contemplated reduction in the retirement benefits at 

workers retiring some years In the future It would. of course, be 
necessary to Increase the present pay-roln taxes substantially above 

810.90 the present schedule of rates in order to provide the proposed new
31. 50 and increased benefits to others. 

.5 0 In sanking these comments we do not wish to be understood as 
33.50
39.5ODopposing the liberalization of the present old-age Insurance proft­
40,5 si=6a which we believe to be commendable, However, we do question 
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the fairness of providing these Increased benefits at the expense
of single perscns and mar;ried men whose wives are under 65 

Many of those interested in the problem Of social security are O 
the opinion that the existing system should not be extended or lib-
eralized until it has been In effect for a longer period. Especially is 
there need for study into the ultimate coats involved. Care must be 
taken that unforeseen future liabilities of great magnitude are not 
being placed upon the taxpayers of the country by reason of provid-
Ing benefits not contemplated by the original law. Investigation
should also be made Into the possibility of finding some means other 
than the present pay-roll tax to finance the old-age Insurance Sys-
term. It is in many respects one of the worst forms of taxation 
ever devised.grmtagiemepesnlythmotcnr-ndht 

BIROADENING OF EXEMPTIONS FROM Y4-X'OLL TAXES 

We wish to endorse the broadening of the exemptlcns from the 
pay-roll tax as provided under the bill, particularly as regards agri-
cultural employment and nominal salaries paid to officers of lodges,
fraternities, chambers of commerce, and so on. These exemptions 
are more fully explained In the report of the full committee,.a 
PROPOSED INCLU~SION OF R5ssGIOUtS. CHARITABLE, AND EDUCATIONAL 

ORGANIZATIONS UNDER SOCIAL SECURITY ACTwietdeednchlrnadtatewodasoIrae 
The Scifal Security Board recommended the Inclusion under the 

act of employees of religious, charitable, educational, and scientific 
Institutions which, under existing law, are specifically exempted
from coverage.

Due to the expressed desire of these Institutions not to, be coy-
ered under the act, we unanimously voted to continue the present
exemption accorded to them. We believe that churches, charities, 
educational Institutions, and other groups included In the present
exemption should have the right to say whether or not they wish 
to be Included under the Federal social-security system and we 
oppose any effort on the part of the Government to change their 
status In disregard of their wishes in the matter, 

AMDTO DEXENDENT CHIDRHI 
Under the bill It Is proposed to increase the Federal grants to the 

States for aid to dependent children from the present one-third
matching bas~s to a 50-60 matching basis, such as already provided 
under the provisions relating to grants for old-age pensions and 
aid to the blind. We heartily endorse this change and sincerely
hope that the Increased funds which will be made available to the 
States for this worthy purpose will be used In liberalizing present
benefits and in extending aid to those now denied assistance by 
reason of lack of funds, rather than to relieve the States of any 
part of their present expenditures for such assistance. 

VOCATIONAL REHABILITATION 
We of the Republican minority strongly urged that provision be 

made under the bill for increased appropriations for vocational 
rehabilitation, to supplement the present program of grants to the 
States for this great humanitarian activity. which has already
retrained 120.000 crippled persons who are now gainfully employed,
The relatively small amount which the Government Is expending
for this purpose Is paying rich dividends. I-ot only Is there a 
saving by reason of not having to maintain these cripples at public 
expense but when they are restored to gainful employment they 
become taxpaying ctizens.lwy LENT 

FALLN TCOTRESDa. 
HAROLD KNUTSON. 

DANIEL A. REam. 
RoT 0. WOODRUFF. 
D0OMASD H. MCEAN.US 
BERTRAND W. OEARHLART. 
FRANX CARLSON. 

BENJMINJARRTT.The 
Mr. DOUGHTON. Mr. Chairman, I yield 15 minutes to the 

gentleman from Virginia [Mr. ROBERTSON]. 
Mr. ROBERTSON. Mr. Chairman, in my opinion this is 

the most important bill that has been before the House at 
this session and the most important bill that we will be called 
upon to consider during the session. The fact that there are 
only 50 or 60 Members of the House on the floor may not be 
very flattering. to those who are scheduled to speak, but it is 
flattering to the work of the Ways and Means Commrittee, 
because evidently the House Is accepting, without knowing
what is In this bill, the work of that committee. 

The distinguished gentleman from Tennessee [Mr. TAYLOR] 
told you in speaking on the rule that it would take a Phila-
delphsia lawyer to understand what is in the measure. He 
was stating the truth, and It would take a Philadelphia 
lawyer who had spent a good many months studying- this 
bill if he were expected to give any intelligent oplnion about 
it. Never in my recollection has the Ways and Means Comn-
mittee so carefully considered proposed legislation. We have 
devoted about 4 months of hard work and study to this bill, 
with the hope that we could bring out a measure that would 
meet with the approval of the House and the country. Evi-
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dently we have succeeded for the most part, because i am 
sure no Member of this House who is not a member of that 
committee knows what is in this bill. as many are rnot here 
to hear those who have been studying the bill explain It3 
provisions.

Isalnttk ortm otyt xli h ayiti
Isalnttk ortm otyt xli h ayitl
 

cate provisions of this measure.
 
This is the most Liberal social-security program ever pro­

posed by any nation in the world, but the phase of the pro­
grmtagiemprsnlyth motc cr-ndha 

is its extreme li"berality-has been the Subject of most of the 
discussion so far today from the standpoint that It Is not 
liberal enough. Of course my distinguished colleague froml 
Massachusetts, who preceded me, called to your attention 
the fact that this is a very liberal program, that we have gone

eodte13 ilI rnigbnft owdwt 
wivesyodpnd ente ch5 ildren, arndgtha wenwould alowincreset 

the Federal grants to a 50-50 basis for dependent children,
increase the appropriation for rehabilitation, and have done 
various and sundry other things that will increase the cost 
of this program to the Federal Government: yet I anticipate
that the only fight that will be made on this floor will be to 
still further liberalize the provisions of the bill, either because 
the Members will not know how liberal It already is or else be­
cause they have no proper concern for the ability of our 
Nation to finance present burdens and the additional bur­
dens that will be added by this legislation.

do not hesitate to say, and, as a matter of fact, it is 
already of public record in the press, I vigorously opposed 
the liberalized benefits portion of this bill, feeling It would ba 
better and safer for the time being simply to freeze the pay­
roll taxes, improve the administrative features of this law,
clarify the situation as to agriculture, give an opportunity 
to the States to make a suitable reduction In the 3-percent
tax for unemployment compensation Insurance, exempt cer­
tam nonprofit organizations, commence benefit payments In 
1940 instead of 1942, but defer the rest of the liberalized 
program until some of the shadows have lifted from the road 
ahead. 

As the gentleman from Massachusetts has pointed out, our 
committee was flooded with requests from industry not to 
let the 50-percent increase for pay-roll taxes for old-age 
benefits go into effect In 1940. They said they could not 
Stand that additional taxation and that It would result In 
unemployment.

We yielded to their importunities and froze that tax until 
1943, but I have no assurance that the second session of 
the Seventy-seventh Congress may not be confronted with 
the same appeals that met the first session of the Seventy-
sixth Congress. Neither do I have any assurance that the 
Members of that Congress will not then yield to such ap­
pas 

report states that in the next 5 years the increased 
benefits under this program, roughly, will amount to $1,200,­
000,000, but that is based on what Is called the intermediate 
estimate, and the distinguished Chairman of the Social 
Security Board frankly told us that so many factors enter 
Into the matter of determining what will be the cost of this 
program, that it would be only safe for us to allow, In comn­
puting costs for future years, a 50-percent margin of error 
between the possible low aind the possible high. So when 
the committee reports the intermediate estimate of increased 
costs of $1,200,000,000 for the next 5 years, you must con­
sider in connection with appeals that will undoubtedly be 
made to you to increase the benefits for old age, noncon­
tributary pensions, and to increase the contributions to the 
States for various and sundry things, that the cost already 
contemplated by this bill may far exceed our present esti­
mates and expectations. 

Mr. DOUGHTON. Mr. Chairman, will the gentleman 
yield? 

Mr. ROBERTSON. I yield to the distinguished chairman 
of my committee. 

Mr. DOUGHTON. Is it not a fact that if we increase the 
liberal provisions of the bill and have the Government as­
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slime additional obligatioins, we might just as well get ready 
flow to raise additional taxes to meet those obligations, 
because that is something that will have to be done, 

Mr. ROBERTSON. There can be no doubt about that 
fact. We should face this issue in a realistic manner. There 
is a limit to what the Government can pay, and no one can 
with certainty predict when the country will lose faith in 
Government obligations. No Member of this House should 
want to push the Government to the point where confidence 
in the Government and In Government securities would be 
lost. I am sorry my distinguished colleagues of the minority 
have seen fit to bring in partisanship, hut at this point I 
feel I should say that we sat around the conference table 
in that committee for a month after the hearings had 
closed as free from partisan situations as any political corn-
mittee could be, considering this economic question as an 
economic question, working together, Democrats occasionally 
voting for Republican motions and Republicans occasionally 
voting for Democratic motions-all seriously bent on the one 
objective, to bring out the best possible bill. I am sorry that 
they have seen fit to insert in the minority report reference 
again to the fact that the Government bonds in which this 
trust money will be invested are still I 0 U's. I do not 
know exactly what an I 0 U is, but I have always thought it 
is more or less in the nature of what they call in China a 
chit--something scratched on a piece of paper, "I will pay 
you if, as, and when-but I owe you so much." The bonds 
Into which this trust fund will be invested are the same bonds 
in which we have always invested all of the annuity and 
retirement fund for the civil-service employees, bonds of 
our Postal Savings and all other savings of that kind-the 
very same kind of bonds. Let no concern be given by anyone 
on that point, but I do strongly urge that when we start 
reading this bill under the 5-minute rule for amendments 
you resist the temptation to further-load this bill down with 
amendments that would increase its cost to the Government, 
to the taxpayers, and maybe finally to the undoing of us all, 

Mr. O'CONNOR. Mr. Chairman, will the gentleman yield? 
Mr. ROBERTSON. Yes 
Mr. O'CONNOR. I have heard some complaint about the 

law as It is now from the employers. For Instance, they 
contribute to this fund. I have heard them say, "Suppose 
that one of us goes broke, suppose an employer goes broke 
and he has contributed to this fund for years, what benefits 
does he get?" 

Mr. ROBERTSON. This fund is not set up for the pro-
tection of the employers, but it Is for the protection of the 
r~-nployees, and if the employer goes broke, the employee still 
has to his credit what he has put Into this fund and it is as 
safe as wheat in the mill, 

Mr. O'CONNOR. Can he get anything back? 
Mr. ROBERTSON. He can get it back when he reaches 

the retirement age. 
Mr. O'CONNOR. Not until then? 
Mr. ROBERTSON. He cannot get an Immediate cash 

payment, and nobody can under this bill. 
Mr. Chairman, it Is my information on the Democratic 

side that we have not had applications enough for time this 
afternoon to scarcely run us through today, and I expect 
the same condition applies on the Republican side. There-
fore, I see no good purpose to be served by continuing this 
debate, which under the rule is limited to 8 hours, and unless 
applications are made for time before we adjourn today, 
I suggest the sensible thing would be to close the general 
debate when the Committee rises this evening and start 
the reading of the bill under the 5-minute rule tomorrow. 
I make that suggestion now so that if anyone wants to 
speak on the bill, he can make application for time now. 

Mr. TREADWAY. Mr. Chairman, will the gentleman 
Yield? 

Mr. ROBERTSON. Yes. 
Mr. TREADWAY. I respect the gentleman's views on all 

matters, of Course. The suggestion he now offers would be 
impractical and impossible. I for one on the part of the 
minority have made commItments for tomorrow and the 
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next and It would not be fair to these people to close debate 
tonight. Besides that. we could not do that in Committee of 
the Whole. I hope the gentleman will not consider bringing 
it up in the House. 

Mr. ROBERTSON. Irshall not insist upon it. but I think 
if those who are going to speak on this program are not 
sufficiently interested to be here when we have the bill under 
consideration, they might just as well insert their remarks 
in the RECORD. 

Mr. TREADWAY. And may I further suggest that until 
this morning the committee report, containing both the ma-
Jority and the minority views, was not available for general 
distribution to the House. 

It has been Impossible for our colleagues to secure copies 
of the reports until this morning. So, of course, it would not 
be fair to them to close debate today. 

Mr. ROBERTSON. I realize there is merit in that suag­
gestion, because I tried to get some extra copies of the report 
myself Yesterday afternoon and was unable to do so. 

I wish to conclude these brief observations on this bill 
with this very definite appeal that we do not attempt to 
load this bill down with one further cent of expense to the 
Federal Government. [Applause.) 

The CHAIRMAN. The time of the gentleman from VIr­
ginia has expired. 

Mr. TREADWAY. Mr. Chairman, I yield 20 minutes to 
the gentleman from New York [Mr. REED]. 

Mr. REED) of New York. Mr. Chairman, I am only going 
to discuss one phase of this bill. It is one that appeals to 
me very deeply. It is one in which I am sure there cannot 
be one iota of partisanschip. It would be impossible for me, 
in discussing it, to inject any partisanship Into it. I think 
It is a phase of this bill that comes very close to the heart 
of every American citizen. 

The reason I am going to discuss it is because I think a 
record should be made outside of the printed reports from 
the various bureaus, which oftentimes do not reach the pub­
lic I refer to the subject of rehabilitation of persons crip­
pled in Industry or otherwise. This subject, I am sure, will 
interest the public, and I believe that in due time the pro­
ga opooei ilb ral xedd 
gra tou prote it be grematlyretyended.wossill teom 
mifteyouare l findpsssson ofate majoerity riereproferthe orn 

reaiitte tiou. windlonopage rther brieftreferenc thiwill by
rhbltto.Yuwl oieb h eotta nti 
bill there has been authorized an appropriation of $1,000,000 
to increase the work of vocational rehabilitation. It Is an 
increase from $1,938,000 to $2,938,000. 

The history of rehabilitation Is very interesting. I am 
going to trace it very briefly. I suppose the reason for my 
great interest in this subject is because I came in touch with 
It almost by accident. 

In 1917 I had the privilege of being In, France and while 
in the city of Paris a fine old French professor named 
Doleans was very insistent that I go out to the National 
Agricultural School or University located at Grignon. I 
hesitated about going because the war was on and there 
were things to be done. It occurred to me there would be 
no students in the university, because all the young men. 
especially of student age, were in the army. But as a mant­
ter of courtesy I went out to this old National University, 
and much to my surprise founc: that the domltorles were 
all occupied by, injured soldiers. It was a beautiful old 
educational institution Iccated on 600 acres of land, enclosed 
with a stone wall. The buildings were beautiful and serv­
iceable. There were the usual classrooms, lecture rooms. 
These soldiers, practically every one of them had earned 
a distinguished service medal for heroism on the field of 
battle. I saw men there with their legs off. I saw men with 
their arms off. I saw the blind. I saw them injured in 
every conceivable way by the terrible instrumentalities of 
modern war. With the exception of a few men. I found them 
very cheerful and contented, because they were taking 
courses in the university to prepare them, regardless of their 
physical handicaps, to go back to their own communities 
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and be self-respecting, self-suflicient, and self-supporting 
citizens, 

I became so interested that I made a most careful study
of the whale situation and reduced it to writing. I made a 
list of the various activities there. There were the work-
shops, the laboratories, animal husbandry, dairying, fine 
barracks, recreation, chapel, a host of other activities; even 
the training of sheep dogs. Classes in all of these various 
activities. 

I saw large classes where they were studying the tractor-
how to operate it; men with perhaps one leg driving a tractor. 
There were lecture halls where others were studying the 
mechanism of tractors. I saw others learning to make cheese 
and butter, to go back to their own localities to earn a liveli-
hood. There were coopers being trained to make casks and 
barrels for the wine sections of France. So I might go on 
almost indefinitely with a large list of things which they 
were teaching the physically handicapped men, 

It was an inspirational sight, because I saw old professors
there taking the blind up to the chapel. These blind boys
had become a little blue and discouraged. They had blind 
men who had been blind all their lives leading them up to 
the chapel to hear fine music. They were telling the boys
what a joy it was to be blind and how much they could get 
cut of life. It was humanitarian in every respect, 

I made complete notes. I came home in January 1918 and 
made a full report to the United States Government. Just 
how much influence that report might have had on subse-
quent legislation I do not know, and it is of little importance. 

The fact is that a very fine Senator from Georgia, Senator 
Hake Smith, Introduced a bill embodying a rehabilitation 
program for the soldiers. He also had in mind Including in 
that bill persons employed in industry, but he omitted this 
feature, thinking that perhaps the p~ublic mind was not quite 
attuned to such a program. You will all be Interested to 
know that a companion bill was introduced in the House of 
Representatives by our distinguished Speaker, the gentleman 
from Alabama (Mr. BANEHEAD]. The civilian rehabilitation 
bills Introduced by Senator Hoke Smith in the Senate and by
Representative WmLLiAm BANKHEAD, of Alabama, did not pass 
the Sixty-fifth Congress. These bills, however, were rein-
troduced in the Sixty-sixth Congress by Senator Smith and 
Representative Fess. These measures became law on June 2, 
1920. I may say in this connection that rehabilitation of 
soldiers was a direct Federal responsibiLity, but under the 
civilian act the responsibility of carrying out the work was 
placed upon the States, although on a 50-50 contribution plan,

I had one experience which I recited to the committee the 
other day. It was rather interesting, but It shows just how 
these things sometimes appeal to the man who is discouraged
and feels that there Ls. no hope left for him in life. In the 
early days of the war there was an Irish boy located out at 
Walter Reed Hospital. He was a lad from my own district, 
who was injured. In those days, you know, we were very 
thoughtful of the soldiers in the hospitals--far more so than 
we are today; our sense of pity was very keen; we had not 
forgotten to visit them in those days. I drove out to Walter 
Reed Hospital to take this young man from my district for a 
ride and told him he could bring along a buddy. When we 
got out there on a bright Sunday morning the lad from my
district came out, but he said, "My buddy is inside, and I 
guess you will have to help him.", I went inside and found a 
smiling young man with both legs off fairly close to the hips. 
I tucked him; under my arm, took him out, put him in the 
car, and we went for a drive. I asked them where they would 
like to go, and strange enough they wanted to go to Arlington
Cemetery. We went through Arlington Cemetery and then 
went to a hotel and had dinner. Then I sat down and visited 
with this young man who had lost his legs, and I said: "What 
are you going to do now?" 

"Oh," he said, "I am going to get along fine. I am rather 
a lucky fellow." 

I said, "How Is that?" 
"Well," he said, "the Government Is going to give me a 

course in school. I have always wanted to go to school. I 
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worked in the railroad yards In my home town and helped my 
mother, and I never could get the education I wanted, but the 
Government is going to give me a chance. I think I am 
pretty lucky." 

I said, "My boy. I think the American pecple are lucky to 
have boys like you, with your spirit." 

Then he said, "You know, these girls are funny ones, aren't 
they?" 

I said, "How Is that?" 
"Well," he said, "you know I was going with a girl, but 

when I lost my legs I figured that she would not want me any 
more, so I was not going to bother her, because she liked to 
dance, and I would not be able to dance, but," he said, "when 
I got back she seemed to like me better than ever, and you
know we are going to be married." 

Several years later I was invited to speak in his home town. 
When the committee met me at the station I asked them 
about this boy, and they said they would take me up to see 
him. When I went up to see him he was occupying his own 
office. He was running a fine business. He was very glad 
to see me. He walked out on artificial limbs, happy and 
smiling as usual, told me he had made a success, marriedI the 
girl, that he had a home, and that was paid for. Then he 
hauled out of his pocket and displayed a license authorizing 
him to drive his Cadillac car which he owned. A special
license had been issued to him by Governor Pinchot, of Penn­
sylvania, and he was very proud of the distinction. 

Thousands of soldiers were rehabilitated under that act 
which was later extended to cover persons injured in Indus­
try. The work proceeded rather slowly at first. Later, I was 
chairman of the Committee on Education and I handled a 
great deal of this legislation in the early days and watched 
with interest the results. I am going to make a long story 
short. I Just want to remind you that since then, in extend-
Ing it to persons injured In Industry, 120,000 hopeless, help­
less cripples have been retrained, rehabilitated, and placed
in gainful occupations. 

The gentleman from Virginia deplored the fact that there 
might be some Liberalization of this bill. I do not know of 
anybody who will hew closer to the line when It comes to 
saving money than I will, but there are certain types of 
expenditure which are an investment. If you want to figure
it in dollars and cents and leave out the human aspects,
these 120,000 people who have been retrained, rehabilitated, 
and put back in gainful occupation, had they become objects
of charity would have cost this country as a whole, at least 
the communities, at the very minimum, $60,000,000 every
single year to maintain them. To retrain them cost about 
$300 on the average. You will be Interested to know that 
Henry Ford employs over 11,500 of these people, many of 
whom are blind. Industry has cooperated throughout the 
country; and what a challenge, gentlemen, today when you 
see the strikes, when you see the violence, when you see one 
group of labor arrayed against another, when you see 11,­
ooo,ooo men walking the street, when you realize that 120,000 
hopeless, helpless cripples are earning their own way and 
supporting their families, what a challenge in this great land 
of opportunity. [Applause.] 

Mr. SIROVICH. Will the gentleman yield? 
Mr. REED of New York. I yield to the gentleman from 

New York. 
Mr. SIROVICH. How many years did it take to rehabili­

tate these 120,000 people? 
Mr. REED of New York. That has been done since 1923. 
Mr. ROBSION of Kentucky. Will the gentleman yield?
Mr. REED of New York. I yield to the gentleman from 

Kentucky. 
Mr. ROBSION of Kentucky. I served side by side with the 

gentleman on the committee that promoted this legislation
that has reclaimed crippled men In Industry. 

Mr. REED of New York. That Is correct. 
Mr. ROBSION of Kentucky. I have taken no part In any 

legislation that I felt better over than that particular legis­
lation. I have always admaired the gentleman's wonderful 
service and leadership in helping reclaim people crippled In 
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Industry instead of throwing them on the scrap heap. I 
want to express again my appreciation for his long years of 
service along that line. 

Mr. REED of New York. I thank the gentlea 
Mr. JENKINS of Ohio. Will the gentleman yield? 
Mr. REED of New York. I yield to the gentleman from 

Ohio. 
Mr. JENKINS of Ohio. Along the line of what the gentle-

man from Kentucky has just said, may I say that when I 
first came to Congress some 15 years ago the first recollec-
tion I have of the gentleman who is speaking, Mr. REED 
of New York, was his eloquent presentation when he was a 
pioneer in this movement to rehabilitate disabled persons. 

If he never does any more, the American people owe him 
a debt of gratitude that they can never pay him because 
he started this activity which has had such a beneficent 
effect on people who need help. I cannot let this oppor-
tunity go by without interpolating and stating how much 
good I1have received out of it and how proud I have been 
to vote at every opportunity to increase expenditures to 
extend this fine work. 

Mr. REED of New York. I thank the gentleman. 
Mr. DONDERO. Will the gentleman yield? 
Mr. REED of New York. I yield to the gentleman from 

Michigan. 
Mr. DONDERO. The gentleman mentioned the name of 

Henry Ford. Does the gentleman know that in Mr. Ford's 
factory at Dearborn, Mich., he has working for him many 
thousands of men between the ages of 50 and 70? 

Mr. REED of New York. And 80. 
Mr. DONDERO. And some 80 years old? 
Mr. REED of New York. Yes. 
Mr. Chairman, the Members of Congress come In many 

times for a great deal of criticism, 
I find that there are employed in the Flord factory a great 

many of these men, and I mention the Ford plant because 
he employs so many of these people, but there are many 
other industries doing likewise. You cannot realize what 
these men have had to overcome. Some of these men were 
armless, legless, some suffering from heart disease, tubercu-
losis, and from many other physical and organic difficulties, 
Here is a list of over 500 workers in one plant 30 percent 
of whom in this one plant fall in this class of disabled. 

If you will go into that factory you will see the blind put.. 
ting washers on bolts. They are perfectly happy. You will 
see men with crutches leading the blind to work. There was 
a group In the 30 percent, above referred to, who turned out 
10,000 technical pieces for automobiles, 7,000 distributor 
assemblies, and 8,500 automobile horns and switches, 

Mr. Chairman, there Is a strange thing about these People. 
Do -youknow that they have less time off on sick leave than 
those who are physically sound? Just keep in mind every 
one of them is earning a full day's pay for a full day's work, 
supporting himself and in many instances his family. I 
want that to soak into this country. These physically han-
dicapped go-getters seem to get Jobs. Certainly these 
crippled, blind, helpless people when they are retrained and 
given the opportunity go out and get work and make good. 

Mr. DouGHTON. Will the gentleman yield? 
Mr. REED of New York. I yield to the gentleman from 

North Carolina. 
Mr. DOuGHTON. May I say at this point that the gen-

tleman from New York [Mr. RxzD] was very insistent before 
the committee when this matter was under consideration to 
increase the amount by $1,000,000. No doubt the informa-
tion he gave to the committee, he having had some experi-
ence with the matter, was very persuasive in securing an 
Increase :in the authorization contained In the bill. [Ap-
plause.] 

Mr. REED of New York. I thank the chairman of the 
Ways and Means Committee and may I say that anl credit 
is due the majority side because It was by unanimous vote 
of the committee that this $1,000,000 was put in here. 

[Here the gavel MeUl 
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Mr. TREADWAY. Mr. Chairman, r yield the gentleman 5 

additional minutes. 
Mr. REED of New York. Mr. Chairman, r Iintended to go 

through the various States and make a few remarks touch­
ing each one of them, but time will not permit. In Illinois 
in 1 year there were placed in gainful occupations 5.885 
persons who were once hopeless, helpless cripples, subjects 
for charity. Those people are engaged in 500 different kinds 
of employment. 

In 15 months In California there were placed 1,392 handi­
capped persons In 90 different occupations. Illinois had 329 
victims of industrial accidents, and I want you to listen to 
this, if you please. As normal workers they average $726 
yearly. Retrained they earned on an average $1,292. 

I am going to conclude with a little story. When we ap­
proach sound legislation, legislation by which we are really 
making an investment, I do not care what the papers or 
magazines say about the Members of Congress. I want every 
Member of the House-to receive credit for some -of the hard 
legislative work which he performs. 

I remember years ago reading a poem by Anton Chester. 
I am not going to recite it. He had been over In the Far 
East where they make these marvelous tapestries and 
oriental rugs. He wrote a poem entitled, "The Weavers." 
There out on the burning sands he found these looms set 
up where women and children were tying thousands of 
knots to the square inch, working from a blueprint, working 
from the under side and standing in most awkward and 
painful positions from sunrise to sunset. 

They were working day in and day out, month in and 
month out, year in and year out, sometimes for 3, 4, or 5 
years, to make these beautiful tapestries and rugs you see 
on the floors and on the walls of your museums, your art 
galleries, and palatial homes. The master weaver left them 
with a blueprint; but one great day came in the lives of 
those people that had suffered the tortures of the damned 
doing this work and not knowing what the result would be. 
That great day came when the master weaver came, because 
notice had been sent to him that the last knot had been tied 
and that the loom was to be lowered and the product of the 
work spread before them on the sand. There he described 
how they would leap with joy and the tears would roll down 
their cheeks as they saw the beauty of their product, a per-
feet piece of work that would bring joy through the years to-
others 

When we weave legislation that performs the work that 
has been done by this rehabilitation service, let us hope that 
some day when your work is spread out before the master 
weaver, or before posterity, your name, even although it may 
be maligned now, will be glorified and appreciated then. 
[Applause.l 

Mr. BOEHNE. Mr. Chairman, I yield 15 mintes to the 
gentleman from Missouri (Mr. Dumc&N). 

Mr. DUNCAN. Mr. Chairman, there Is no use in anyone 
attempting to explain this legislation In 15 minutes or 30 
minutes. There are so many provisions of such technical 
character that most of us who have worked on them for a 
month have to think about them ourselves before we know 
exactly what they are about. 

During the past week In this House there has been a great 
deal of politics played in connection with old-age pensions. 
A long time ago I adopted the philosophy that "I would 
rather have a part of something than all of nothing." It 
is no use for this House to think about providing relief to 
the aged or relief to any other group of people in this coun­
try to an extent that Is beyond the financial possibilities 
of the taxpayers. Whenever relief is provided and when­
ever pensions are provided they are upon a permanent basis, 
'you and I know that. The taxes must be raised with which 
to meet the obligation. It Is unlike the relief appropriations 
we have been mTaking. We are at least hopeful that such 
appropriations are temporary and will not be continuing 
responsibilities on this Government, but when we provide 
for old-age pensions, when we provide for annuities, we 
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must realize as sensible men and women that they are con-
tinuing cbligations and that this House is to be canled upon 
to raise the taxes with which to meet the obligations. 

We know that the problem of old-age pensions is with us. 
It came upon us rather suddenly. I believe in it, and I believe 
that most of the Members of this House believe in old-age 
pensions. Only a few years ago the aged population of this 
country was about 3 percent-that is, the population beyond 
65 years of age. It is now more than 6 percent. In a com-
paratively few years, as time goes, it will have reached ap-
proximately 16 percent of the population of this Nation. By 
1980 the population of the country over 60 years of age will 
have reached more than 25 percent of the total population, if 
I am not mistaken. This is a tremendous percentage of old-
age population. 

Th'ere is a reason for this. The birth rate in this Nation is 
practically static. Through medical science people are living 
longer than they used to live. A comparatively few years ago 
there were 1,000,000 Immigrants coming into this. country 
annually. So our population increased tremendously over a 
comparatively short period of time. This means that we are 
going to reach a maximum old-age population in a compara-
tively few years. 

There are two titles to this bill, as you who have read it 
know, that deal with old-age problems. The first title, title 1. 
deals with old-age assistance, old-age pensions. The second 
title deals with old-age and survivor benefits. The second 
title has been modified tremendously in the recommendations 
submitted by the committee. It has been liberalized beyond 
my fondest hope when these hearings were started, and we 
are informed that it will not cost any more than under exist-
ing law. 

Let me impress upon the members of the Committee that 
as title II is perfected and takes care of the increasing and 
approaching old-age load in this country, just so much will 
the responsibility for old-age assistance be modified or re-
lieved, because, as these people who are now employed reach 
the age of retirement and can benefit from the provisions of 
title la, they will, of course, not be applicants for old-age 
assistance. Provision is also made for orphans and for 
widows so long as their children are bedlow a certain age. This 
will materially aid and help the general social problem of the 
country. 

I do want to say something to you about title I, old-age 
assistance. I believe in the State and Federal system. I do 
not believe in a national old-age pension law. 

In the first place, I am a firm believer in States' rights. We 
have the most unusual problems in this Nation of any nation 
in all the world when it comes ' o dealing with social problems 
of this kind. There is just as much difference between, the 
social, economic, and climatic conditions in Maine or northern 
New York or Wisconsin'and those in New Mexico or Texas or 
California as if they were in different countries. In one sec-
tion of this country the people have to dress differently than 
in others. They have to build against the cold; they have to 
buy every particle of food they eat, and it comes from some 
other section of the country. In other sections the people 
grow five or six garden crops a year and grow different types 
of crops. They do not have cold temperatures to contend 
with, 

It may be that $10 a month would go farther in one 
section of the country than $50 a month would in another 
section of the country. It may be that an old couple living 
out in the country, owning a little home but having no 
income, could get along on $15 a month, although if the 
same couple were moved into the city where a house had 
to be rented and money had to be paid for fuel and light 
and other necessities, it would take $50 a month for them 
to get along as comfortable as they could on $10 or $15 a 
month, having a little property and growing a few chickens, 
scme garden produce, and that sort of thing. So I believe 
the communities or the States are better qualified to deter-
mine those conditions than the Federal Government. 

There has been a great deal of misunderstandmng. I be-
lieve, in the States. I know there has been in may State, 
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and applicants for old-age pensions have bitterly criticized 
the Social Security Board In Washington when they have 
been turned down because they had a little bit of property. 
When Dr. Altmeyer was before the committee I very defi­
nitely and specifically asked him about that questian and his 
answer was that the States are the sole judges of the ques­
tion of eligibility for old-age pensions. It is true there is 
written into this bill a provision that in determining the 
eliyibility of an applicant there shall be taken into con­
sideration the income of the applicant, but, after all, it is up' 
to the State to determine it, and I know that it has been 
discussed in the Ways and Means Committee time after 
time. It was discussed 5 years ago and agreed by every' 
man on the committee that it was not absolutely necessary 
to be in want in order to have an old-age pension. 

You might have a piece of property, you might have a house 
and yet be eligible for an old-age pension. Some States, I 
admit, have attempted to say that you must be in want or in 
absolute need of the necessities of life before you can get a 
pension, but that is absolutely not required under the Federal 
Social Security Act. 

Mr. BREWSTER. Mr. Chairman, will the gentleman yield? 
Mr. DUNCAN. I Yield to the gentleman from Maine.-
Mr. BREWSTER. Then as I understand the act, as ad. 

ministered, and as the gentleman understands it, there reali) 
is not a needs test necessarily required. 

Mr. DUNCAN. Except insofar as the income of the appli­
cant shall be taken into consideration in granting the pension. 
They do not have to be absolutely without everything. 

Mr. BREWSTER. Is it possible to draw any line? You 
either have other income or you have not. 

Mr. DUNCAN. I1 do not believe that is entirely a correct 
statement. I believe a person might have, as I1said before, 
a house or probably an old person has a home, but no other 
income. Now, to make that old person give up that home and 
sell it and dispose of it in order to get an old-age pension, it 
seems to me would be the height of folly because to permit 
him to live there and give him enough to get along on would 
be far better than to require him to dispose of the property 
and give him twice or three times as much and leave him 
without a home, and that is not the intention, I believe, of this 
bill. 

Mr. BREWSTER. You do understand, then, that In Its 
administration If any State chooses to allow a man to have 
a home and then a pension in addition the Federal admin­
istration will not object? 

Mr. OUNCAN. That is my understanding of it, and I 
asked Dr. Altmeyer very definitely about It. 

Mr. MCCORMACK. Mr. Chairman, will the gentleman 
yield? 

Mr. DUNCAN. I yield to the gentleman. 
Mr. McCORMACK. As a matter of fact, under the law, 

what constitutes need is left to the States; in other words, 
the Federal Government, by the Social Security Act, does 
not undertake to say to any State what constitutes need. 
For example, one State might exempt the equity in a house 
up to $2,000, another one $3,000, while another State might 
say, "No; we will allow no equity." The Federal Government 
does not concern Itself with that, but leaves the matter 
entirely up to the States. 

Mr. BREWS"TER. Would there be any limits imposed? 
Suppose they gave one to John D. Rockefeller. 

Mr. McCORMACK. Of course, there would be a limit. 
Mr. BREWSTER. What Is the limit? 
Mr. McCORMACK. This money comes out of public funds. 

and one of the basic requirements is need, but what Is need 
is a question of fact for the State to determine. Of course, 
there are cases where it clearly goes beyond need, but so 
far as the Federal Government is concerned the question of 
need Is left to the State in a very flexible manner. 

Mr. BATES of Massachusetts. In the State of Massachu­
setts if one has an equity not In excess of $2,500 he Is en­
titled to an old-age pension. 

Mr. McCORMACKL And another State could enact a law 
permitting no equity. In other words, the Government does 
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not go into that, but leaves it to the local legislature to meet 
local conditions, 

Mr. BO0EHNE. Mr. Chairman, will the gentleman yield? 
Mr. DUNCAN. I yield to the gentleman from Indiana. 
Mr. BOERNE. The bill now under Consideration, may I 

say to the gentleman from Maine [Mr. BPEzWSTI~a, clearly 
specifies In lines 17 to 20-

That the State agency shall. In determining need, take into con-
and resc~urces of an in~dividual claima-sideration any other income 

Ing old-age assistance, 

Mr. BREWSTER. That would be almost contrary to what 
has been said here; that would look in the other direction 
as a mandatory requirement that they shall take that into 
account. 

of that 	 is this: Cer-Mr. MCCORMACK. The purpose 
tainly, the gentleman from Maine would not want a State 
to pass a law paying an old-age pension coming out of 
public funds to A, for example, when that same party is 
receiving a contributory pension under another provision of 

not wantthe social-security law. The gentleman would 
that, would he? In other words, the gentleman would not 
want a person to draw two pensions, would he? 

The CHAIRMAN. The time of the gentleman from Mis-

souri has again expired. 
moreMr. DOUGHTON. Mr. Chairman, I yield 5 minutes 

to the gentleman. 
Mr. DUNCAN. Mr. Chairman, I might say to the gentle-

man from Maine [Mr. BREWSTER]. using it as a practical 
aexample, that in my State the court of appeals held that 

man who was receiving $50 a month from his son was en-
titled to an old-age pension. The Federal Security Board 

manobjected 	 to that, because it was apparent that that 
was not in need of a Federal pension, when compared to 
others who had no such income. So that, after all, it is up 
to the States to determine that fact,, and I make those ob-
servations so that they may be in the RECORD. 

appears 	 in the hearingsThe testimony of Dr. Altmeyer 
with respect to the Board's attitude on that question. I 
frankly feel that the pressure that has come from those 

seeking old-age pensions has been directed to the wrong 
legislative body, especially until the States match the 
amount 	of the Federal grants, and that they should go to 
the States where they must ultimately obt~ain increases in 

theirpensons.Democratic
ther. pREnSions. ndrtndteetemnt 
Mr.tatecor Didsoui undersad thetbugetlean thBRWSER 

saydthat thecourity InarMissouri upelo habtthth 
M.DNA.TeFederal Security BoardobjectedstohIt 

the courts have no authority to pass on this question of 
old-age pensions.Th 

Mr. BREWSTER. They objected to it on that ground? 

Mr. DUNCAN. Yes. 

Mr. BREWSTER. And not on the other ground? 

Mr. DONDERO. Mr. chairman, will the gentleman yield? 


Mr. DNCAN.Yes.Mr. 
To say that in my own State of Michi-Mr. DONDERO. 

gan it is permitted old people to retain a modest home, and 
it is left entirely to the local investigators and the local 
boards in the counties to determine the question of need. 

tomovefro 
hi om rt ips

Theyarenot ske ther hme r todisos; 
The ariotse.omoefo 

Mr. DUNCAN. I think that is a commendable law. Mr. 
Chairman, we are going to be called on when we come to 
the reading of this bill probably to pass on a number of 
amendments. 

I join with those who have spoken before In commending 
of the minority for the splendid cooperationthe gentlemen 

they have given us, keeping politics out of the executive 
we are all politicians, more orsessions 	 at least. Of course 

less, and 	in the hearings they naturally attempted to make a 
A motion was made the other day to recommit therecord. 

Committee, di-Townsend bill back to the Ways and Means 
recting the committee to bring in a pension bill giving to the 
old folks adequate pensions. My good friend from Massa-

talks here about this $20 limitchusetts 	 [Mr. TREADwAXI 
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mean anything at thistoday. I voted for it but it does not 

time and will not until the States increase their contribu­
tions beyond the present $30 limit. Is that the type of old-
age relief that our friends over here want to give, when there 
is only one State in the Union that is now meeting the 

limit? That does not mean anything. In mypresent 	 $15 
ewn State when the old-age pensions came into existence, 

would have to have a sales tax to provide thethey said we 
A 1-cent sales tax was imposed. Relief got 50 per-revenue. 

cent, schools got 33 percent, and old-age pensioners got 17 

that tax. Two years later they increased thatpercent of 
tax and 	the old-age pensioners1-percent tax to a 2-percent 

are still getting 17 percent of it. The proceeds from the 2­

percent sales tax amounts to millicnis. If One-half of the 
had been directed toward inducing the legislature toeffort 

give them a just proportion of that sales tax, which has 
plan here that everybody,been exerted in trying to get some 

knows will never become a reality, there would be more people 
today, and they would be gettingon the pension rolls 


larger pensions.
 
Mr. Chairman, will the gentlemanMi'. BREWSTER. 

yield? 
Mr. DUNCAN. Yes. 
Mr. BREWSTER. Did I understand the gentleman to say 

to raise this $20 does not mean anything?that the suggestion 

Mr. DUNCAN. It does not mean an earthly thing.
 
Mr. BREWSTER.. Then, do I understand that the gentle­

men of the majority are playing politics with this? 
Mr. DUNCAN. Oh. no. 
Mr. BREWSTER. I thought they were the ones who 

raised It to $20.
 
Mr. BUCK. Mr. Chairman, will the gentleman yield?
 
Mr. DUNCAN. In just a moment. The minority mem­

bers of the Committee on Ways and Means, I believe, boast 
that the minority Introduced this amendment 2 years ago 
when this bill was under consideration. They have been 
urging its adoption ever since, and in their minority views 
c~ontained in the present committee report they make the 
following statement: 

When thle original Social Security Act was under consideratloni 
in 1935. the Republican minority offered a motion to Increase the 

Flederal contribution to a maximum of $20. which, with a like 
the State. would have provided a pension of $40contribution byThis motion was defeated due to the opposition of tMeper month. 

majority. 

And I say that the gentleman himself admitted that it is 
not going to result in any increased pensions, with the pos­
sible exception of the State of California and the State of 

TasaheuCettMA. Thtieotegnlmafrm 	 s 
HIMN Thtieothgelmafrm is 

souiri has again expired. 
Mr. DOUGHTON. Mr. Chairman. I yield to the gentle­

man 2 additional minutes. 
Mr. BUCK. Mr. Chairman, will the gentleman yield? 

DUNCAN. Mr. Chairman, I yield to the gentleman 

from California. 
Mr. BUCK. Apparently California is being held up as 

the only State that this amendment will benefit. Does not 
the gentleman realize that if the Congress takes this action 
it will be an incentive to every other State to increase the 
amount that they may appropriate out of their own funds 

to match the Federal funds? Does he not also realire that 
the legislators in the State legislatures hereafter will be 
put in a position where they must look to their own funds 
and not pass memorials and resolutions asking the Con-

such as 	we voted down the othergress to pass fishy bills 
clay? 

Mr. DUNCAN. The gentleman is quite correct in his ob-
some of 	the legislatures,servationl that the pressure which 

through the passing of resolutions and sending petitions to 
the Congress have been imposing will find the shoe on the 
other foot. 

Mr. DONDERO. Mr. Chaumnian, %rill the gentleman yield 
at that point? 

Mr. DUNCAN. I yield, 



6706 CONGRESSIONAL 
Mr. DONDERO. When the gentleman says It does not 

mean anything, he means that it will not mean anything 
unless the legislatures of the States increase their maximum? 

Mr. DUNCAN. It does not mean anything in dollars and 
cents right now, because the States have not yet reached the 
maximum. I am talking about it from a very practical 
standpoint. (Applause.) 

[Here the gavel fell.] 
Mr. TREADWAY. Mr. Chairman, I yield 15 minutes to the 

gentleman from Maine [Mr. OLIVnL. 
Mr. OLIVER. IMr. Chairman, I am Introducing today a bill 

which has for its primary purpose the amendment of the 
so-called Johnson Act, which is now on the statute books and 
which prohibits further loans to nations which are in default 
of their honest debts to us. This bill amends the present law 
in two particulars. The first particular is to define the tech- 
nical status of default in a way that will make it impossible 
for any nation making a token or part payment to us on that 
debt to borrow any further money from us until the full and 
complete payment of their overdue obligations is nade. 

The second particular in whiAch this bill will amend the 
present act is to provide a pefialty time period to run from 
the time that the nation in default to us makes full payment 
of its overdue debts under the provisions of this bill. This 
penalty time period will equal the period of time which the 
defaulting nation has taken to make up its mind to make 
such full payment of its long overdue obligations. 

With that brief explanation, may I state, Mr. Chairman, 
that it is with sincere pleasure that I learn of a miraculous 
awakening of common honesty among the nations of Europe, 
a bestirring of conscience so overpowering as to cause those 
nations not only to remember the debts that they have owed 
us these many, many years, but actually to start talking about 
paying them. Astounding though such advices be, I am in-
formed further that this unprecedented display of honesty is 
not content to find expression in words alone, but has im-
pelled our suddenly penitent debtors to send emissaries of the 
bluest blood to proffer the reborn affection, to vow their 
undy~ng love, and to seek to cement anew the ancient friend-
ships. 

Happy, indeed, am I, Mr. Chairman, to have lived to behold 
so beautiful and, shall I say, so touching a proof of the love 
of the Old World, to have lived to know that peaceful gestures 
are stylish once more where naught but contempt and scorn 
have reared their ugly heads these many, many years. And. 
most of all, am I delighted to see the spirit of common honesty 
restored to bestir our beloved -cousins across the sea Into 
gestures toward meeting their long-ignored obligations. Let 
us by all means encourage such gestures. Let us cordially 
welcome these emissaries. And let us joyously welcome the 
payments, if and when these penitents permit dollars to 
follow words, 

Sad indeed am I, Mr. Chairman, that the ever-pressing 
needs of my constituents, of the poor and needy, the unem-
p'Aoycd, the fi-fed and the ill-housed and the ill-clothed-so 
representative of the fruits of new dealism's planned 
economy in every congressional district of these United 
States-prohibit my participation in the glamorous and 
glittering and outrageously costly public welcomes accorded 
at the expense of our suffering people to these visiting dig-
nitaries. Yet that sadness is salved by the knowledge that I, 
at least, shall escape by that absence from these undemo-
cratic demonstrations the guilt of being party to such dam-
nable squandering of the people's money in a land where 
millions of desperate citizens know naught but poverty and 
unemployermnt and econcmic agony. 

No, Mr. Chairman, I cannot become a party to these public 
manifestations. Yet I do believe we should rejoice. And 
upon this momentous, this unprecedented occasion, I be-
lieve it behooves each and every one of us solemnly to 
review the whole history of these debts, carefully to recall 
the bitter lessons learned during years of impotent waiting, 
seriously to reflect upon the marvel of thIs reawakened bon-
esty, and strongly to sniff as we seek the degree of sincerity 
underlying this talk of settlement, 
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Let us remember that the ending of the World War found 

uncle Sam holding the bag to the tune of ma-ny billions of 
dollars owed by these very European nations Whom we had 
saved first with our wealth and then with our armies from 
the fruit of their own madness. Let us not forget that dur-
Ing all the long years since the ending of that World War 
these same European nations have continued to owe us and 
that but one among them all, little Fnland, has proven it­
self honorable enough to meet its obligations. These others, 
the great and powerful and able, have preferred to offer ex­
cuses, to pay nothing, and to scoff at Uncle Sam as the prize 
sucker of all time. Let us not forget that these defaulters, 
these dishonorable debtors, during all those ycars had money 
to. lend to their neighbors, money for the building of great 
armaments, great navies, and great empires, but no money
with which to pay their just debts to us. 

Let us remember, Mr. Chairman, that this dishonest eva­
sion continued year after sadder year, that when payments 
came due they were Ignored by these nations, safe In their 
knowledge that, other than through force of arms, we were 
powerless to compel them to be honest. Let us not forget 
that year after sadder year they laughed at us and let us 
whistle for our money; that year after year they went on 
lend~ng to others, went on lavishing wealth upon armaments 
and upon empire; that year after sadder year we waited In 
valn 

But there came a time at long last when we wearied of 
empty promises and lies and evasions, when we grew weary 
of playing the sucker role, when we let our resentment mani­
fest itself and forbade, through the passage of the Johnson 
Act, all further borrowing from our Government or from 
cur private citizens by these nations so unquestionably 
proven to be without honor. We reared a hedge against 
these defaulters. We had been flimflammed once, but were 
determlnicd never to be again. And so the Johnson Act was 
passed so these bad debtors could borrow no more until 
they paid up. 

Did this act of ours arouse the honesty of these branded 
debtors? It did not, Mr. Chairman. They preferred the 
.stigma to the paying; preferred to let Uncle Sam go on hold-
Ing the bag. They managed without borrowing more from 
usanthykpwatoorshehderafrya.
usanthykpwatoorstehderatrya.

Why, then, do these nations now send the~r emissaries, in 
pomp and glory, to our shores? Have they new cause to 
love us?' Have long-calloused consciences become aware of 
gratitude, of common honesty, of that decency which Impels 
honest folk to pay just debts? Have the swords of Europe 
turned to plowshares, the plots of wily diplomats to bene­
dictions, the greed of war mongers and munitions makers to 
human kindness? Or is this newly found honesty, this sud­
denly refired love, this touching gesture of kIngly hands 
across the sea but a delusion and a mnare, but a cleverly con­
ceived and cleverly camouflaged attempt to lure us again 
Into the sucker role we played so ably and so well at the 
behest of these same European schemers two short decades 
ago? 

Over in Europe today every nation bristles with the imple­
ments of organized murder, and every mother prays, dread-
Ing, as dreads every true lover of peace, the possible harvest 
of the morrow. Over in Europe today shrewd and ungodly, 
worshipers of gold spin their evil webs and greedy makers 
of munitions, of poison gas, of all the hellish devices de­
signed for the murdering of their fellow men, rub their hands 
in anticipation. Over in Europe bide wily diplomats, await­
ing, insanely lusting for greater power over the lives of men. 
They wait, Mr. Chairman, all these unholy conspirators wait 
for the spark to set the dawn aflame with Infernal fires, 
They wait, as they must, for the money without which their 
horrible scheming can bear no fruit. The guns stand ready, 
mute from the lack of gold. 

As once before he stood when European war mongers cried 
-forgold, so stands Uncle Sam today, possessed of that gold, 
keeper of the one thing needed to launch the carnage and the 
profit grabbing. Then, two decades ago, he was a gullible 
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fool, eager to-b victimized. But Uncle Sam Is no longer the 
fool, the easily plundered. For about himn stands the hedIge 
of the Johnson Act to prohibit further picking of the old 
gentleman's pocket until these suddenly honest ones pay
what they owe him. 

To the unwary this hedge may represent security, may seem 
to be ample to insure the continued immunity of Uncle Sam's 
pocket from the greedy fingers eager to pick it again. To the 
unwary. these long-overdue debts and their accrued interest 
represent staggering sums and the unwary know these tim-
provident debtors have no such sums with which to repay if 
they would. To the unwary this fact would appear to pro-
hibit further borrowing, bar funds from the war mongers, per-
imit no gold to be sent to set the mouths of the waiting guns 
abeich for many years to come. But to the knowing, to the 
remembering, to those unable to forget the bitter lessons of 
the long, long years, to those awake to the true character of 
those with whom we deal, to such, Mr. Chairman, a Just 
suspicion whispers at this talk of settlement of those debts. 
For this talk is not of paying what is owed. It is not of meet-
ing these obligations in full. It is not of really paying the 
score at all. This talk is of settlement-of buying us off for a 
mere fraction of what rightfully should be paid. The intent 
Is to settle cheaply, for a mere 10 percent or less. And the 
true intent of it all is to tear down the hedge of the Johnson 
Act and open the way to make suckers of the American 
people all over again, 

What intelligent American can doubt it? 
And what intelligent American, guiltless of ulterior motive, 

Is willing to see that hedie destroyed, that safeguard re-
moved, as may become reality should this administration or 
a"y succeeding one accept such picayune settlement and clear 
the way for the raiding? What intelligent American wants 
to send our wealth again to the war mongers of Europe, to 
set aflame the seething hell of hates -and touch off the volcano 
of destruction? 

Not one, Air. Chairman, I am certain. And because I am 
so certain, I am proposing this amendment to the Johnson 
Act to provide that, in the event of any settlement, in whole 
or in part, of any of these previously defaulted war debts, the 
restrictions against further borrowing shall remain in force 
until such time shall elapse thereafter as did elapse between 
the date the debt was due and the date upon which actual 
settlement was made, 

In other words, Mr. Chairman, if a defaulter required 10 
or 15 or 20 years to become honest enough to pay and now 
does make settlement, let that defaulter prove good faith by 
remaining honest for 10 or 15 or 20 years, as the case may 
be, before asking for our trust again. [Applause.]

If these suddenly honest European nations intend no harm, 
the enactment into law of this proposed amendment will not 
deter them from settling. If they sincerely want to square 
up, even though they pay but a fraction of the true score, 
fine. Let us welcome them and their token of reawakened 
honesty. Let us forgive. But let us not forget, nor permit 
them to forget, that we waited many, many years for them to 
become honest enough to want to pay, that we taxed that 
money from our own suffering people; that money which, 
had these Europeans discovered honor sooner, we could have 
used most profitably in our own -battles against our own 
enemies of destitution and unemployment and similar ceo-
nomic torments now assailing us. Let them remember as we 
so long have remembered. And then let them wait as long 
as waited we before they may borrow more and are tempted 
to abandon this miraculous new morality of theirs and scheme 
again to squandor first our money for their warring and then 
the flower of our manhood to snatch them from their self-
dug pit. (Applause.] 

over there they cannot fight without money. The enact-
ment into law of this amendment to the Johnson Act would 
nip in the bud any scheme of the European sly ones to In-
veigle the administration into destroying the protection of 
the Johnson Act by accepting a pittance in lieu of the rightful 
amounts Justly due us and so opening the way for another 
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rad pn our wealth. Over there the guns stand waiting, 
=ue fo the lack of gold. How better to preserve the peace 
of the world than by keeping our gold over here? 

That, Mr. Chairman, is the purpose of this proposed amend­
ment. [Applause.] 

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to 
the gentleman from California (Mr. HiNsitAw].

Mr. HINSHAW. Mr. Chairman, I am not going to make 
a speech. I am going to open a few oysters and hope we 
may find a pearl somewhere in them. 

It is very certain that the Government of the United 
States has gone into the insurance business in a big way. 
Scmebody has asked for it. The people are going to get it. 
So I think we ought to examine the system a little and find 
out some of the things about it. In this little discussion 
that I hope to make, I invite interruption by members of 
the Ways and Means Committee, and I hope they will prove 
me wrong or right, as the case may be. 

In the first place, the Government being in the insurance 
business, are these payments that the people make under 
the Social Security Act actually taxes or are they premiums 
on insurance? If you consider them taxes, most certainly 
the Federal Government has a right to do with them as it 
sees fit. I understand that the Federal Government is tak­
ing so-called taxes that are supposed to apply as insurance 
premiums, as I see them, and using them for very different 
purposes. 

For example, I ask the gentleman from California, a mem­
ber of the Ways and Means Committee [Mr. BUCK] to cor­
rect me, if he will: On the subject of the taxes that are paid 
by people who pay social security taxes. As I understand 
it, those taxes, in addition to being insurance premiums for 
their own benefit, are for the purpose of aiding the needy 
aged all over the United States. Is that correct? 

Mr. BUCK. The gentleman is referring to the pay-roil 
tax? 

MW. HINSHAW. To the social-security taxes for retire­
ment purposes; yes.

Mr. BUCK. They have no relationship Whatever to the 
aid of the needy In the United States. They are taxes which 
are general taxes and covered into the Treasury of the 
United States. The Congress is authorized to appropriate, 
or appropriates, If this bill is adopted, an amount equivalent 
to those taxes to a fund which will be available for the' 
payment of contributory benefits. Those old-age insurance 
benefits have nothing to do with the question of need. A 
man who is entitled to a contributory benefit has earned it 
on the basis of his wage record as a matter of right. 

Mr. HINSHAW. I understand that, but, on the other 
hand, from the contributions that are made through social-
security taxes, part by the employee and part by, the em­
ployer, which are paid into the Treasury of the United 
States, do we then appropriate from this fund to the aid of 
the needy aged? 

Mr. BUCK. Not a penny. The appropriations are made 
from the general funds of the United States Treasury. 

Mr. HINSHAW. You mean that the appropriations to the 
needy aged do not come from the social-security taxes? 

Mr. BUCK. They do not; not one cent. 
Mr. HINSHAW. In other words, all of the funds appro­

priated under the social-security pay-roll taxes are paid out 
directly to those who contributed? 

Mrt. BUCK. Let me explain this again for the benefit of 
the gentleman from California as well as those gentlemen 
listening here, Benefit payments under the contributory 
system-title II-are made to those who have established 
wage records up to the time they become 65 or who are en­
titled to receive benefits when they cease work after 65, 
Under the terms of the bill that mnoney is paid, of course, 
only to those specified. That money Is appropriated by the 
Congress annually from the general funds of the Treasury. 
If this bill is adopted, Congress appropriates annually an 
amount equal to the money received from the contributions 
from pay-roll tame paid by employers and employees so 
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that all of the money thus received will go into this new 
trust fund. In other words, whatever money is appropriated 
for the care of the needy under title I-that is, payments to 
States to match aid that they themselves give to the aged 
needy--comes out of the general funds of the Treasury and 
has no relationship whatsoever to the employer and employee 
pay-roll taxes. 

Mr. HINSHAW. The gentleman means to say, then, that 
the budget as set up under the Social Security Act here-that 
Is. the entire income or the act-is used for the purposes of 
the act exclusive of the aid to the needy aged? 

Mr. BUCK. Exactly; it will be if the pending bill Is 
adopted. 

Mr. HINSHAW. Then the aid to the needy aged comes 
from some other form of taxation than the social-security 
taxes? 

Mr. BUCK. It comes from the general funds of the 
Treasury. I cannot tell the gentleman any more than that. 
I cannot tell him whether it comes from excise taxes, 
liquor taxes, customs receipts, or any other special tax. 
It comes, if I may say so, from the same funds as do the 
appropriations for the War Department, the Treasury De-
partment, or any other appropriation, 

Mr. HINSHAW. That is very Interesting to me. I had 
understood that the budget of the Social Security Act ap-
plied also to the needy aged, 

Mr. BUCK. I am very glad to correct the gentleman's 
Impression because I want him and everyone else in the 
House to understand that the funds authorized to be appro-
priated under title I and subsequently appropriated by the 
Congress have nothing whatsoever to do with the employer 
and employee pay-roll taxes. 

Mr. BREWSTER. Mr. Chairman, will the gentleman 
yield? 

Mr. HINTSHAW. I yield. 
Mr. BREWSTER. The gentleman would do well to make 

clear that the funds which have been paid in for pay-roll 
taxes go into the general funds of the Treasury. 

Mr. BUCK. I think I have made that clear.ItithWI 
Mr. BREWSTER. The gentleman has not made that 

-cler tous.Mr. 
Mr. BUCK. IcranytikI have made that clear to 

Mvrybd.BESE.Adtaol-gasitneithn 
take outEofThERgeeAlfnd; Inaoth-aer worsitneitherehn 

beken aoret dea ofmoe oreafn;i oesshprtisan argus ent habou we pay higher old-age assistance payments than any other 
ofmorbeena- rea delorles patisa arumet aoutState' in the Union. We are In the position there of paying

this question of what becomes of the pay-roll taxes; but it 
Is true. that 80 percent of the pay-roll taxes have not gone 
for the purpose for wh~ch they were paid, but have gone-

Mr. BUCK. I think the gentleman is mistaken, 
Mr. BREWSTER. -The gentleman from California [Mr. 

HxxsHAw] yielded to me, I believe--but have gone into the 
general funds of the T~reasury and those funds have then 
been paid out so that 40 years from now when it is neces-
sary for our successors to pay the contributory pensions the 
people of this country have got to be taxed again to pay t~he 
old-age pensions. Is not that correct? 

Mr. BUCK. The gentleman is in entire error and I am 
going to refer him-

Mr. BREWSTER. I shall, be very glad to be educated, 
Mr. BUCK. Just a minute-I refer the gentleman to the 

remarks I made on the floor on the 6th day of April 
which are contained in the CGNGRESSIONAL RECORD. They 
are rather long and are exhaustive on this subject. They 
were referred to by the chairman of the committee during 
his discussion this morning. I think if the gentleman will 
read them he will understand Just what happens to these 
funds and what the -'ituationis 

Mr. BREWSTER. I think I do understand, and I think 
I have stated it absolutely correctly, 

Mr. BUCK. Why. my dear friend, with all due respect, 
you have stated them absolutely incorrectly. 

Mr. BREWSTER. This Year you are going to collect 
$750,000,000 in pay-roll taxes. is that approximately right? 

Mr. BUCK. I do not know what the exact sumn will be. 
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Mr. BREWSTER. Let us take that a~s an. approximate 

figure. 
Mr. BUCK. We will say approximately that. 
Mr. BREWSTER. What is is going to become of the 

$750,000,000 which will be paid this year? 
Mr. BUCK. That will go into the general funds of the 

Treasury. The Congress, if this bill is passed, appropriates 
by it an amncunt equivalent to the $750,00,000OO if that be 
the correct figure, to this trust fund that is set up where 
it will be invested for the benefit of future annuitants. 

Mr. BREWSTER. That does not follow the funds to their 
disbursement. Who gets the $'750,000,000 that is paid in this 
year? Who gets the money? 

Mr. BUCK. The trust fund. 
Mr. BREWSTER. The gentleman does not mean to say 

that the $750,000,000 in cash Is going to be put in a strong­
box somewhere, does he? 

Mr. BUCK. The gentleman is not using his head at all 
on this matter. 

Mr. BREWSTER. I 'do not wonder the gentleman wishes 
to extricate himself from his difficulty.

Mr. BUCK. I have no difficulty at all. The gentleman Is 
wandering in a fog of financial mist, 

Mr. HINSHAW. I think we are all, rather In a fog. 
Mr. BUCK. I want to read the gentleman a portion of 

the bill if he will yield, and if he needs more time I will 
yield it to him. 

Mr. HINSHAW. I yield. 
Mr. BUCK. I want to read a portion of section 201 (a) 

of the bill before us, which makes a definite appropriation to 
the trust fund that Ls created: 

There Is hereby appropriated to the trust fund for the hiscsl year
ending June 30. 1941. and for each fiscal year thereafter, out of any 
moneys In the Treasury not otherwise appropriated, amountsequivalent to iOO percent of the taxes, Including interest, penalties,
and additions to the taxes received under the Federal Insurance 
Contribution Act covered into the Treasury. 

If the gentleman agrees with me that that is a proper 
policy, he ought to vote for that provision when we come to 

[tiHee bilgvlLel. 
DOUGHTON. Mr. Chairman, I yield the gentleman

2 additional minutes. 

Mr. HINSHAW. Mr. Chairman, I am very much concerned 
over this matter, coming from the State of California, where 

some $32 or $33 per month on the average to the needy aged, 
about half of which comes from taxation of real estate. It 
involves a terrific burden on our people out there trying to live 
up to the aspirations of the Social Security Act. We find that 
something like 43 percent of our county budgets, which are 
twice as big as they ever were before, goes for various pur­
poses such as this, but very largely for this particular purpose. 
Under the circumstances, while we may be encouraged to pay 
higher old-age pensions, under this system it is going to be a 
terrific burden upon those who own their own homes and the 
places In which they do business. 

I would like to call attention to one other thing, If a person 
has an average monthly wage of $100 a month, which is in 
excess of the average wage of the people of the United States, 
after 40 years steady work at $100 per month, he will be able 
to receive $35 per month under the Social Security Act. We 
In California are paying something like $33 a month already. 
This fellow will have to wait 40 years In order to get $35. It 
seems to me he would rather go on the county- and State-aid 
program when it comes time for this thing to happen. That 
will be one of the principal difficulties of the whole scheme, as 
I see it. In 5 years they will be able to get only $25.25 under 
the Social Security Act, while already in California they are 
paying something like $33. Why should he not take this pen-, 
sion under the needy aged program In the State of California? 
It pays more 

[Here the gavel fell.) 
Mr. BUCK. Mr. Cha~irman5X, I yield myself one-half 

minute. 
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Mr. Chairman, the reason Is he will obtain his $35 or 

whatever he may get under title II as a matter of right, 
He does not have to give up one cent. He may have $10,000 
worth Of Property or $50,000 worth of property. This is 
paid according to his wage record. He cannot obtain old-
age assistance unlessi he gives up everything he possesses. 

Mr. HINSHAW. Exactly so, and what are our needy 
aged going to do in the meantime, and what is the real 
property taxpayer going to do? Both are sunk. 

[Here the gavel fell. 
Mrt. BUCK. Mr. Chairman. I yield 10 minutes to the gen-

tleman from Alabama [Mr. HOBBS). 
Mr. HOBBS. Mr. Chairman, I hope no one here will 

think I am speaking in anything but the best spirit. I am 
not seeking to fan the embers of old fires nor to open old 
wounds. I am not the least bit peeved. I am in perfectly 
good humor. But I wish to analyze this bill from the stand-
point of that region which I love best of all on this earth. 

Since Alexander Hamilton advocated and the Republican 
Party Inflicted upon the farmers of the Nation the steal of 
the high protective tariff, we have had an average of 45 
percent of the money we spend in the South taken away 
from us by that Iniquitous exaction, 

Although cotton is responsible for every dime of the trade 
balance in favor of America, except $2,000,000,000, In all the 
150 years of the history of this Government-thirty-three out 
of the thirty-five billion dollars-yet the region which pro-
duced all of that cotton has not even one slick, thin dime of 
that $35,000,000,000 of favorable trade balance to show for 
the sweat, blood, brains, brawn, and natural resources that 
went into It. 

There never was one slave ship that sailed from a south-
ern port under southern capital. Every, slave that was 
brought to this country came in a New England bottom. 
My father was a Maine Yankee, so I am not in the least 
bit antagonistic toward that section. Thank God, my, 
father got religion and served In the army, of the Confed-
eracy, but he still admitted being born In Mlaine. 

New England Is a great region. its people are smart and 
probably no more selfish than the rest of us. I might have 
done exactly what they did had I been in their shoes, but 
the fact remains that they stole slaves in Africa, brought 
them here, and enslaved them. When It proved to be un-
profitable for them to work those slaves, they sold them to 
the South. It then became a heinous crime to own slaves, 
although slavery was a recognized institution, guaranteed In 
the Constitution of the United States. Abolition became 
thoroughly moral. They did not wage the War Between 
the States to take back the slaves that New England stole 
and sold to us. That was not the purpose of the war. They 
did not want them, for they could not use them profitably, 
They simply did not wish us to have them. The purpose of 
the war was economic, because one smart Yankee Camne down 
South and multiplied the value of those slaves that New 
England sold us until the average value went from $200, the 
price we paid, to $2,000. When Mr. Eli Whitney did that 
with the cotton gin, our New England friends could not 
stand It. 

Mr. Chairman, In that war there were only three plotted 
paths of destruction--to Atlanta, the railroad center, to New 
Orleans and Mobile- My home town, Selma, Ala., was 
marked for destruction because there was there located the 
second largest arsenal of the Confederacy. Although there 
were only three plotted paths of destruction, there was not 
left in the whole South two bricks standing on one another 
in an industrial institution. Of course they' burned libraries 
and universities also, but that was a mere passing fantasy. 

They not only destroyed our homes and every Industrial 
establishment, took the economic treasure of our slaves, but, 
at the point of the bayonet, they held elections which sent 
our former slaves to our legislatures to pile up our State debts 
for railways which frequently were never built. Under much 
of such debt we still groan. Then they added to the iniquity 
of the protective tariff discriminatory freight rates, 
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I realize that the Interstate commerce Commission can 

and will work out the steal from freight-rate structures, 
eventually. There is hope of justice to be attained grad­
ually, in the not too distant future. But tariff levies and 
discriminatory freight rates are only minor calamities comn­
pared with the devastation continually wrought for the 
farmers by price fixing, coming and going. 

The farmer is the only man In America who has not one 
word to say about the price of his products. The manu­
facturers fix the price of plow points and everything else 
they sell us, but they also fix the price of our cotton. our 
corn, our wheat, and all other agricultural commodities. 

There could not be a vacuum cleaner for money, sucking 
It out of the pockets of the producers, any more effective than 
this beautiful price-fixing system that has been going merrily 
on all these years. But in spite of all these handicaps there 
has been some modicum of success. We have come back to 
some extent. 

So then the Civil War was reopened under the guise of reg­
ulating wages and hours, but really seeking to get back the 
shoe business from St. Louis and the cotton mills; from the 
South. There was no other reason for the wage-hour bill 
which was enacted, but to try again to destroy industry In 
the South and drive us further back into peonage. It Is 
said to the South: Get back between the plow handles, pro­
duce the raw product, ship It north under a discriminatory 
freight rate, there, behind a high tariff wall, we will manu­
facture it into products to be shipped back under preferential 
freight rates, and sold to you feudal slaves of our economic 
system at whatever prices we think the traffic will bear. 

Mr. MAPES. Mr. Chairman, will the gentleman yield? 
Mr. HOBBS. It gives me pleasure always to yield to the 

genial gentleman from Michigan. 
Mr. MAPES. It ought not to be overlooked, ought It, 

that the wage and hour bill to which the gentleman is 
referring, was fathered by a distinguished Senator of his 
Owni State? 

Mr. HOBBS. I wil say in answer to that that the wage 
and hour bill that was fathered by the distinguished Sena­
tor from Alabama is not the one that was adopted, nor was 
It anything like the one that did pass, 

Mr. MAPES. But It had its genesis there, did It not? 
Mr. HOBBS. Possibly so, but that first bill put a ceiling 

to wages and a floor to hours, instead of the reverse, and 
my recollection Is that It provided for differentials. 

Then we come to the social-security bill.
 
Mr. SIROVICH. Mr. Chairman, will the gentleman yield?
 
Mr. HOBBS. I gladly yield to the gentleman from New
 

York. 
Mr. SIROVICE.. It has always been 'the tendency In 

science to go from diversity to unity, and every, great econo­
mist has always formulated every rule on the basis of going 
from diversity to unity. Does the distinguished gentleman, 
for whom I have a wholesome respect, believe that we ought 
to have 48 different levels of minimum. wages in the 48 States 
and that human beings should be exploited at wages no 
human being should receive, or should there be one uniform 
law providing for a minimum wage that would enable every 
small working man to have purchasing and consuming power? 

Mr. HOBBS. I appreciate the question and I wish I had 
time to answer It. 

[Here the gavel fe~ll 
Mr. BUCK. Mr. Chairman, I1 yield 5 additional minutes 

to the gentleman from Alabama. 
Mr. HOBBS. I1appreciate the question and I favor exactly 

what the gentleman has so eloquently described, but that 
Is not what we have. The wage-hour law, the monstrosity 
on the statute books today, does nothing of the kind. it 
excluded from its operation 58,000,000 out of 60,000,000 
workers. It did not have the nerve, because of political 
prostitution, to touch the two most underpaid elements of 
our cititzenrY, to wit, domestic servants and farm labor. 
What I favor Ls not increasing the existing disparity, but 
leveling up the farmer and farm laborer to parity with 
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industrial labor and then raisingm the pay of all, till every
worker shall be receiving as high a wage as possible. 

We will never have prosperity in this country as long as 
the average wage on the farm in Alabama is $91 per annum. 
You should not continue this peonage. 

I am going to offer an amendment to this bill in due 
seascn, which will tend to give some substance to the beau-
tiful dreams born of title I of the social-security law. In 
Alabama and many other States the old-age assistance fea-
ture of this law is but a cruel joke. Not one in a hundred 
of those aged supposed-to-be beneficiaries under title I, is 
now eligible under the law some States have been forced by
their poverty to pass. And those few get, not $30 a month, 
but $9. The total budget of our State for all purposes,
excluding "earmarked" funds, is abcut $6,000,000, and you 
say, "Appropriate $15 a month and we will match it." That 
would take $27,000,000 a year for Alabama's part, under 
title I alone. It is bad enough to be poor, but it is adding
insult to injury when you laugh at our poverty,

But even this is not the worst. By the passage of this 
bill the South will be driven even deeper into pconage. We 
cannot participate to any appreciable extent, yet we pay 
our full share, in proportion to our wealth, of the taxes that 
foot the bill for California and New York and these other 
States that are able to obtain this Federal largess for their 
aged citizens by matching dollar for dollar. 

These gentlemen who boast of how much North Carolina 
pays to the Federal Government or how. much New York 
pays, are fundamentally erroneous in this regard. Although
they buy the stamps and put them on their cigarettes and 
their tins of tobacco, Alabama smokes the cigarettes and 
smokes the pipe tobacco. We smoke the Pittsburgh and the 
Wheeling stogies. Thus, we pay our part of that indirect 
tax, although North Carolina and these other places claim 
full credit because they actually buy the revenue stamps. 

They buy the stamps, but mainly with outside money.
Alabama will pay her -full part of every dollar that goes out 
of the Federal Treasury under the Social Security Act, but 
will not get one mill of benefit per dollar of her contribution, 

Verily, "For whosoever hath, to him shall be given,' and 
he shall have more abundance; but whosoever hath not, 
from him shall be taken away even that he hath.'1 

My amendment provides that in aid of those States who 
do their best, but cannot match enough of the Federal funds 
to give their eligible aged $15 per month, the National Goy-
ermient shall contribute $2 for every $1 of State contribu-
tion until a monthly payment of $15 is assured. This Will 
give us in Alabama, on the basis of our present contribution, 
$13.50 per month for each of the aged who have been certi-
fled as being eligible. This is the only way we can get even 
that much, 

Why protest friendship for the aged and a desire to help? 
Why make stump speeches the preamble to such acts about 
what you are going to do, and then deny the real needy of 
this country, who are on the sunset slope, going down into 
oblivion, any fruition of the hope you create? The aged in 
the poverty-stricken States are asking for bread, will you
continue to give them a stone? [Applause.] 

[Here the gavel fell.] 
Mr. DOUGHTON. Mr. Chairman, I yield 5 minutes to the 

gentleman from Arkansas [-Mr. NORRELL]. 
Mr. NORRELL. Mr. Chairman, but for my Interest in the 

welfare of the aged and the other beneficiaries under thi 
bill, I would not attempt te say anything at this time. I 
am fully aware of the tradition that a new Member of 

Conres shuldnotbe he heeryconpicousin ellof 
House. I have religiously lived up to the tradition, but my
interest in this bill necessitates my coming before you and 
sa~ying. something with reference to it. 

It is my hope that when we come to passing legislation 
dealing with human need we can forget the section of the 
country from which we come. It is all right when we are 
dca"-n with property matters to try to do the best we can 
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for our respective districts, though there should be a limit 
to that. I feel that when we come to legislating relief to 
the aged and the other classes to which this bill extends, 
we should deal with all the people of the country alike. I 
am not going to appeal to you to make large appropriations 
for the aged of the South because of the many Inequalities
that exist as between different sections of the country. I 
am not going to try to arouse your passion, if I could, with 
reference to any of these inequalities as we see them, but I 
feel that when it comes to dealing with old-age pensions 
we should realize that we are dealing with citizens of the 
United States. Their relief ought to be upon two bases: 
First, citizenship; and second, need. 

A needy citizen of one State is entitled under his Federal 
constitutional rights to the same treatment as a needy cit­
izen of another State. It is not right for the United States 
Government, in the face of the preamble to the Constitution 
with reference to welfare, in the face of the provisions of the 
fourteenth amendment to the Constitution, and in the face 
of the other constitutional provisions, to say to a citizen of 
the United States in one State that he shall be treated dif­
ferently from a citizen in any other State. If we pay $20 a 
month to a citizen of one State, we should pay $20 per month 
to citizens in all States. 

I propose to offer an amendment at the proper time pro­
viding that whatever the Federal Government may give shall 
be given alike to all needy aged throughout this great Nation. 
We have gotten away from the Civil War; we are no longer
fighting those battles. We in the South, the North, the East. 
and the West recognize today that this Is one great country, 
not- split up into 48 subdivisions in matter of human need. 
Let us legislate upon this basis, and on this theory I want to 
see this Congress, if you please, pass some legislation dealing
with human need and providing allotment of the largest pos­
sible pension, payable to the needy aged alike, regardless of 
what the State of his or her residence may pay.

Talk about economy. Yes; I believe in economy, but when 
this Government is able to spend billions for national defense, 
when this Government is able to spend millions for the con­
servation of the beasts of the field, the birds of the air, and 
the fish of the sea, I say we should spend as much as possible
for the welfare and comfort of our aged citizens, and I shall 
offer an amendment to page 3 of the bill to provide an out­
right pension of $15 per person to each needy aged person
under .the provisions of the bill, regardless of place of resi­
dence and contribution of such State. 

[Here the gavel fell.] 
Mr. DOUGHTON. Mr. Chairman, I yield 2 additional 

minutes to the gentleman from Arkansas. 
Mr. NORRELL. I am going to do this, Mr. Chairman, on 

the theory that the Federal Government can pay it. You 
are Increasing the allocation of money to $20. The law now 
provides a maximum of $15. If we as a nation are able to 
increase the maximum amount for pension purposes, we ought 
to equalize it to some degree, anyway; so I shall offer an 
amendment to provide up to $15 a month. If we are not able 
to pay that much, let us pay $10 a month, or $7.50 a month, 
but pay it alike to all of these grand old men and women 
who are going down the western slope of life. I thank you. 
[Applause.) 

[Here the gavel fell.] 
Mr. DOUGHTON. Mr. Chairman, I move that the Coin­

mittee do now rise. 
The motion was agreed to. 
Accordingly the Committee rose; and the Speaker having

resumed the chair, Mr. WARREN, Chairman of the Committee 
o h hl os ntesaeothat h norpre 
ta Committee, having bad under consideration the bill 
(H. R. 6635) to amend the Social Security Act, and for other 
purposes, had come to no resolution thereon. 

EXTENSON OF REMAUKS 
Mr. BUCK. Mr. Speaker, I ask unanimous consent to ex­

tend my own rem-arks In the REcoRD and to include therein 
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an address delivered by the gentleman from Massachusetts 
[Mr. McCCORA~CK over the radio last night, 

The SPEAKCER. is there objection to the request of the 
gentleman from California (Mr. BUCK]? 

There was no objection. 
Mr. TREADWAY. Mr. Speaker, I ask unanimous consent 

to extend my own remarks In the REcoRD and to include at 
the 	Point where I spoke today the minority views on the 
pending bill- as printed. 

The SPEAKER. Is there objection to the request of the 
gentleman frcm Massachusetts [M~r. TREADWAY]? 

There was no objection. 
Mr. SIROVICH. Mr. Speaker, I ask unanimous consent 

to extend my own remarks in the RECORD by printing in the 
RECORD a speech delivered on the floor of the House. 

The SPEAKER. Is there objection to the request of the 
gentleman from New York [Mr. Sutovicm]? 

There was no objection. 
Mr. FuLMER asked and was given permission to extend his 

own remarks In the RECORD. 
Mr. BUCK rose, 
The SPEAKER. For what purpose does the gentleman

fromCaliorniBUC] [Mrrie?
fromCaliorni[M. Buxl rsebill 

Mr. BUCK. Mr. Speaker, may I ask what the request Of 
gentleman from Massachusetts was? 

The SPEAKER. Will the gentleman from Massachusetts 
[Mr. TREADWAY] restate his request? 

Mr. TREADWAY. Mr. Speaker, my request was that I be 
permitted to extend my remarks In the RECORD and to in_ 
clude therein the minority views on the Social Security Act. 

Mr. BUCK. Mr. Speaker, reserving the right to object. I 
certainly want to give the minority every possible considera-

tionin resntig 	 hatweteirvies, bt i weconentt 
shall have to insist that the entire report, both majority and 
minority, be Printed 

Mr.Masacuset.~ARTNo Mr Spake, aparia-Mr. ARTI r. paria-ofMasschuetM peakr,
mentary inqirytl.

The SPEAKER. The gentleman will state It. 
Mr. MARTIN of Massachusetts. Has not consent aled

been gven?
been ivenformerly

Mr. BUCK. The gentleman from California was endeavor-
ing to learn what the request was. 

Mr.Masacusets.Theconentwasgivn,ARTNoMr.Masachsets.ARTNo Te cnset wa gien.
and another gen~tleman had propounded a unanimous-consent 
request which wats granted afterward. 

Mr. BUCK. The Speaker recognized the other gentleman 
while I1was on myWfeet. 

Mr. MARTIN of Masachusetts. The REcoRD will speak for 
i~self.and 

TREAWAYMr Spake, Iwas ot venIn he ell 
Mr RAWY. M r.Sekr a o vnI h e 

when I propounded my request. I was back there. 
EXTENSION OF REIARIES 

Mr. BUCK. Mr. Speaker, I ask unanimous consent that 
repot b prnte ECODinthe peceingthethe 	majority rprbepitdIthREODpcenghe

minority views, 
Mr. TREADWAY. Mr. Speaker, reserving the right to ob-

ject, I asked to have the minority views put in in connection 
withtheremrksmae. f th getlean wntsthema-withtheremrksmae. f th getlean wntsthema-

jority views put in also, he cannot include them in my re-
marks and insert them in the speech I made this afternoon, 

The SPEAKER. The Chair did not understand the gen-
tlemn fom Clifrni to sk naniousconent hatthe 

majority views be incorporated in the remarks of the gen-
tleman from Massachusetts, but made it as an Independent 
request. Does the Chair correctly understand the gentleman 
from California [Mr. Bucxl? 

Mr. BUCK. The Chair Is correct, 
The SPEAKER. Is there objection to the request of the

Caliorni [M.BUK]?pendent
gentleman from Clfra[M.B xritto 

Mr. TREADWAY. Mr. Speaker, reserving the rih o 
obetmyI have it restated?

object WAS'existing
Mr. BUCK Mr. Speaker, I modify the request so that It 

will not include the portion of the majority views explaining 
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the Ramseyer rule. I ask unanimous consent to Include the 
remainder of the majority report. 

The SPEAKER. Is there objection to the modified re­
quest of the gentleman from California [Mr. BucK]? 

Mr. BREWSTER. Mr. Speaker, reserving the right to 
object, at what point is this to be inserted under the gentle-
man's request? 

Mr. BUCK. It may be Inserted at the present point as far 
as I am concerned. 

The SPEAKER. Unless the gentleman makes the specific 
request to have it incorporated at this point in the sECORD, 
It will be inserted In the Appendix of the RECORD. 

Mr. BUCK. I ask unanimous consent that It be inserted 
at this point in the RECORD. 

The SPEAKER. Is there objection to the request of the 
gentleman from California [Mr. BucK]? 

There was no objection. 
The report Is as follows: 

IHouse Rept. No. 728. 76th Cong., lst sess.I 
SocIAL Srcraivy AcT AMENDmENTS or 1939 

Mr. DOUGHTON, from the Committee on Ways and Means, sub­
mnitted the following report (to accompany H. R. 6635):

he Committee on Ways and Means, to whom was referred the
(11. Ri. 6635) to amend the Social Security Act, and for other 

purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

GENERAJL STATEMENT 
DIVISIONS OF THE DBUZ 

T'his bill amends the Social Security Act and certain sections of 
subchapters A and B of chapter 9 of the Internal Revenue Code(formerly titles VIII and IX of the Social Security Act).

The hill is divided into nine titles: 
Title I-Amendments to title I of the Social Security Act (grants 

to States for old-age assistance).
intle 11-Amendments to title 3Uof the Social Security Act (Fed-

Title nI-Amendments to title HII of the Social Security, Act 
(grants to States for Unemployment Compensation Administra­
tion).TItle IV-Amnendments to title I V of the Social Security Act 
(grants to States for aid to dependent children). 

Title V-Amendments to title V of the Social Security Act, 
(grants to States for maternal and child welfare, etc.).

Ttle VI-Amendments to the Internal Revenue Code (provisions
In titles VIII and flX of the Social Security Act). 

Title VII-Amendments to title X of the Social Security Act 
(grants to States for aid to the blind).

intle VIII-Amendments to title XI of the Social Security Act(general provisions).
 
Title IX-MIscellaneous amendments.
 

SUaexha OF PRmnrWAL OF REMv
CONTENrzSr 

1. The old-age Insurance tax has been frozsen at 1 percent on the 
worker 	and 1 percent on the employer for the 3 years 1940, 1941. 

1942 as against the 1'/1 -percent rates on each under the pres­
ent 	act. This will save employers and workers about $275.000,000
in 1940. or a total of $825,000,000 in the 3 yeara

2. Provision is made so that the States may reduce their unem­
ployment-insurance contributions If a certain reserve fund has 
been attained and minimum benefit standards have been provided. 
All except about five States will be able to take advantage of this 
change during 1940. This may save employers from *200.000.000 
to *250.000.000 during 2940 if the States reduce their contribution 
rates from an average of 2.7 to 2 percent. 

3. Only the first *3.000 an employer pays an employee for a year 
is taxed under the unemnployment-compens-ation provisions. This
 
Is already the case In old-age insurance. This will save employers
about *65.000.000 a year. 

4. Provision Is made for refunds and abatements to employers 
who paid their 1936. 1937, and 1938 unemployment-compensation 
contributions late to the States. This will save employers about 

5. Thus the savings above mentioned, through 1940. may aggre­
gate some $580.000.000. In addition, such savings for the ensuing 
2 years may amount to approximately $1.1s0,0o0,000. This repre-. 
sent, total savings of approximately *1,710.000,000. 

The old-age Insurance beneflts have been libealized, benenita 
provided for aged wives, and for widows, children, and aged de-

parents, and the date for beginning monthly benefit pay.
ments has been advanced to January 1, 1940. About $1.75500.000A 
In benefits Is estimated to be disbursed during 1940-44. or about 
$1,200.000,000 above what It is estimated would be spent under

law during these 5 years.
The total cost of these benefits over the next 45 years WMfbe 

about the same as the cost of the present benenlts would be during 
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that period of time, Of course, the cost In the early years will be addition, about $145,000,000 has been paid to unemployed workers 
more but the cost in the later years will be less, during the first 4 monthis of 1939. 

COVERAGE Old-age insurance: The full effect of the Federal old-age insur­
1. inludngertin ervceservcesforagrculura an hoti- nce program will not be felt until monthly benefits begin to be

culturalainssociatios, Inoludntar sempvicesforneficiuary associations paid. In the meantime, however, the Social Security Board has 
culura asocitios.eploees beefiiar asocitios.established wage-record accounts for nearly 44.000.000 persons, ofolutar 

local or ritualistic services for fraternal beneficiary societies, and 
services of employees earning nominal amounts (less than $45 per
quarter) of nonprofit institutions exemnpt from Income tax, are 
exempted from old-age insurance and unemployment compensa-
tion in order to eliminate the nuisance cases of inconsequential 
tax payments. 

2. The term "agricultural labor" is defined so as to clarify its 
meaning and to extend the exemption to certain types ofIsorvice

whic, athogh t prsen exmpt ar an nteralpar ofotwhic, athogh t prsen exmpt an nteralpar ofot ar 
farming activities. poe%

3. About 1,100.000 adcitional persons (seamen, bank em 
and employed persons age 65 and over) are brought under the old-

age nsuanc sytemandabot inur-2O,00 uderuneplomen
ance (chiefly bank employees), 

VOCATIONAL REHABILWrATIONr 
Provision is made for a 81.000.000-per-year increase In the author-

Ization for Federal grants to the States for vocational rehabilitation 
work. This will increase the present Federal authorization from 
$1l,938,000 to $2,938,000. 

ADMINISTRATION 
1. A Federal old-age and survivor insurance trust fund Is crested 

for safeguarding the insurance benefit funds. The Secretary of the 
Treasury, the Secretary of Labor, and the Chairman of the Sozial 
Security Board are made trustees of this fund. 

2. Provision Is made to restrict the use of information concerning 
recipients of State old-age assistance (particularly their names and 
addresses) to purposes directly connected with the administration of 
oIld-age sassistance. Thbis is designed to prevent the use of such 
infoimation for political and commercial purposes.

3. Other amendments are recommended to simplify and clarify
admlnlstat~on of the law, 

Hisroav OF LEGI5sLATxoNT 
The Social Security Act became law on August 14. 1935. after many

months of deliberation in Congress. The bill was passed by an over-
whelming majority in both the House and the Senate, the votes being
372 to 33 and 77 to 6, respectively. The insurance provisions of the 
act (substantially as reported out by this committee) were upheld
by the United States Supreme Court in the cases of Steward Machine 
Co. v. Davis (301 U. S. 548); Helvering v. Davis (301 U. S. 619); and 
Carmichaelv. Southern Coal Co. (301 U. 8. 495).

The enactment of the Social Security Act marked a new era, the 
Fedieral Government accepting, for the first time, responsibility for 
providing a systematic program of protection against economic and 
L~ocial hazards. Though admittedly not perfect or all Inclusive, the 
Social Security Act did embrace the broadest program for social 
security ever launched at one time by any government.

Relieving and reducing dependency: The Social Security Act aimed 
to attack the problem of Insecurity upon two fronts: First, by pro-
viding safeguards designed to reduce future dependency, and second, 
by improving the methods of relieving existing needs. The first 
objective was promoted by providing a Federal system of old-age
Insurance and by granting Federal aid to State-adminliastered pro-
grams of unemployment compensation; the second objective was 
themneedbyagedvid to depdeea Sandporasoth to eeyrntschlden aid

epeden nd o nedytheneey aedaidto chldrn, id te 
blind. Funds were also provided to stimulate development and 
extension of various health and welfare services,

Public assistance: Under the Social Security Act great progress
has already been made. As a result of the. Federal aid provided in 
the Social Security Act, the States were enabled to extend their 
assistance programs to the needy aged, dependent children, and the 
needy blind. All the States, the Di4strict of Columbia, Alaska, and 
Hawaii nowy have approved plans for old-age assistance and receive 
Federal funds to supplement their contributions. Forty States, the 
District of Columbia. and Hawaii participate in the Federal-State 
program for aid to dependent children, and an equal number are 
receiving Federal grants for aid to the needy blind. Some 2,500.00.0
nieedy individuals are now receiving regular cash assistance under 
thes? cooperative Federal-State programs. From the beginn~ng of 
the system through March 1939, over $1,177,000,000 of Federal, 
State. and local funds have been spent in States with plans ap-
proved by the Social Security Board. During the calend!ar year 
1938 the total Federal, State. and local expenditures were over 
$,4015000.000. of which $391,000,000 was for old-age assistance, 
C93,000,000 for aid to dependent children, and $11.000,000 for aid to 
the blind. 

Unemployment compensation: The Incentives provided In the 
Social Security Act stimulated rapid passage of State unemploy-
ment compensation laws, Before the act was passedi-only 1 State, 
WVisconsln. had a going system of unemployment insurance: now 
all the 48 States and Alaska. Hawaii. and the District of Columbia 
have approved laws. Benefits are already being paid to unem-
ploycd covered workers under all but two of these laws; the last two 
States (Illinois and Montana) will start benefit payments on July
1 of this year. More than 27.500.000 workers are covered by these 
laws and about 3.800.000 temporarily unemployed workers received 
benefits amounting to nearly 400,000,00 during the year 1938. In 

whom more than 32.000.000 have already had wages reported In 
either 1937 or 1938. thus enabling these individuals to build up
rights to protection for themselves and their dependents upon a 
sound basis. In addition. lump-sum benefits, amounting to 31,j 
percent of accumulated covered earnings, totaling about $17.200,­
000, have been padup toApi 3,19.to or on behalf of nal 

pi oArl 13.nal 
345.000 who reached age 65 or died.

Revision of Social Security Act: Tr~emendous as is the scope ofthis program, it was recognized from the beginning that changes
would have to be made as experience and study indicated lines of 
rye~ and improvement. therefore, expressly providedevisicn Congress.
inteScareuiyAtta teSca euiyBadsol 
study and make recommendations as to methods of providing more
effective economic security. 

Further to facilitate necessary revision an Advisory, Council on 
Social Security was created in May 1937. It was composed of out­
standing citizens representing employers. employees, and the public.
The Advisory Council spent more than a year in Etudy and de­
liberation and transmitted Its final report and recommendations 
on December 19. 1938. 

The recommendations of the Social Security Board, based upon
3 years of intensive study, were submitted to the President of the 
United States on December 30. 1938. The President transmitted the 
Board's report to Congress. with a special message on January 16. 
1939. The President's message and the Board's report were then 
referred to this committee. 

The committee held extended public hearings on these recoin­
mendations and alternative proposals relating to social security.
Including more than 90 bills introduced In the House. These hear-
Ings lasted from February 1 to April 7, during which period the 
committee sat 48 days and took 2.500 pages of testimony. Amongthe 164 individuals who testified In person there 'were 3 Senators,
41 Congressmen, 14 Government officials (Federal and State), 21 
labor representatives. 27 employer representatives, 16 economists, 
and 42 others representing themselves or various organized groups
of citizens. Many of these witnesses filed supplementary state-
meats for the record. Some 20 or 30 other statements from Indi­
viduals unable to appear before the committee in person were also 
placed in the record. 

Since the conclusion of the public hearings these various proposals
have received the constant attention of the committee. Executive 
sessions have been held over a period of 6 weeks. The committee 
has realized the Importance of this subject and has taken seriously
Its responsibility to recommend to Congress the best possible legis­
lation for supplementing and Improving our system of social 
security. The committee therefore recommends Immediate enact­
mnent of this bill. 

GENzaAL Puaposic Arm Scorz or AuzNemxNT8r 
The present bill aims to strengthen and extend the principles and 

objectives of the Social Security Act. The foundations of a perma­
nent program have been laid, and It seems wise to build upon the 
present structure. 

old-age Insurance, unemployment compensation, and public 
assac r o cetda emnn norfbi fsca 
ervices. The present bill Is designed to widen the scope and to

Improve the adequacy and the administration of these programs
without altering their essential features. Benefits will continue to 
be payable as a matter of right to workers covered by the insurance 
programs; aid will continue to be related to need under the assist­
ance programs. 

FEDERAL OLD-AGE AND SURVIVOR INsunANCEc BENEFITS 
The number of aged persons in our population Is steadily growing.

In 1900 there were only 3.080.000 persons 65 and over, representing
4.1 percent of the population. This figure reached 6,634.000, or 5.4 
percent, In 1930, and It is estimated there are about 8.200,000. or 6.3 
percent, at the present time. Recent estImates Indicate that by
1980 we may have over 22,000,000 persons aged 65 and over, repre-
Eenting 14 to 15 percent of the total population. Recognizing these 
facts, It Is possible to foresee that we shall have a growing number 
of aged persons for whom some provision must be made. This has 
been the experience of all Industrial countries. 

In the course of Its study of the problem, the committee has 
become increasingly Impressed by the need to revise the existing
old-age insurance program in the direction of fitting the structure 
of benefits more closely to the basic needs of our people, now and 
In the future. With limited funds available for this type of 
Insurance protection Individual savings and other resources must 
continue to be the chief reliance for security. As a means of 
affording basic protection, however, the existing system can be 
much Improved. With the advantage of more than 3 years of 
study and experience since the passage of the act, and with S 
greatly enhanced public understanding of the method of social 
insurance, the time seems ripe for the revision of the program 
to afford more adequate protection to more of our people. Under 
the present old-a~ge Insurance system monthly benefits would not 
begin until 1942; for a considerable number of years thereafter 
benefits would remain small and would in many cases have to b9 



_ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ 

____________________ 

-------------------------------

1939 CONGRESSIONAL 
supplemented by old-age assistance. Such assistance, based on 
individual need, is also necessary for those already old, and will 
continue to be necessary for groups outside the Insurance system. 
For insured groups, however, It Is both desirable and possible to 
provide Immediately more adequate protection within the frame-
work of the contributory system. 

Old-age insurance Is designed to prevent future old-age depend-
crncy; old-age assistance is designed to relieve existing- needs. A 
contributory system of cld-age insurance keeps the cost of old-age 
assistance from becoming excessive and assures support for the 
aged as in earned right. If the contributory system Is strength-
ened and liberalized, the cost of old-age assistance for uncovered 
groups will not Increase so rapidly in future years when the pro-
portion of aged In the population wiUl be much higher than at 
present. 

It Is essential then that the contributory basis of our old-age 
Insurance system be strengthened and not weakened. Contribu-
tory Insurance is the best-known method of preventing dependency 
in old age by enabling wage earners to provide during their work­
ing years for their support after their retirement. By relating 
benefits to contributions or earnings, contributory old-age insur-
ance preserves individual thrift and incentive; by granting bene-

fitsas rihtamater iniviual on-o i prservs ignty.
fisa19ate4frgtitpeevsIniiuldgnt.Cn

tributory insurance therefore strengthens democratic: principles
and avoids paternalistic methods of providing old-age security. 
Moreover, a contributory basis facilitates the financing of a social-
insurance scheme and is a safeguard against excessive liberaliza-

tino eeisa rtcinaantrdcinela of benefits. 
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There Is ample precedent for such provision, since 15 out of 22 
old-age Insurance systems of foreign countries make provision foar 
survivor benefits. 

Cost of more adequate benefits: The net effcct of the changes Is 
that the annual cost of the benefits payable in the early years will 
be greater, the annual cost of the benefits payable in the later 
years will be less. and the average annual ccst over thes next 40 
years. as testified to by the Chairman cf the Social Security Board. 
will be about the same as under the present system. A More 
detailed explanation of the coat figures will be found on pages 
15-17. 
TABLE I.-Comparison of beneflt payments -under present Federal 

old-age insurance plan and under revi~sedf plan on thJe basis of the4 
lntermedzijte retirement rate estimates 

tionof bnefisaprotctio educio29950----------------------------aswellas aganst
The contributory method In social insurance is no Innovation. 19.1------------------------------

Calendar year 

1940----------------------------
1941 ------------------------------
1942 -----------------------------
1943------------------------------

1945------------------------------
]l. ------------------------------
1947------------------------------
1948------------------------------
1949------------------------------

10,OM. OD 
42.000.000 
!-til0t51000 

150.j,(%O(
2100.0 

2M. (Wo.coo 
4(30.000.5 

r0l. (0. 000 
615. M. OA 

725.W.(554.150
E34, (M. 00 
971.000.000 

It had its beginning several hundred years ago In several countries 1052'-----------------------------1. 07& 0.,000.5 
when small groups of workmen banded together In mutual-benefit 19.3---------------------------- 1.193. 0(51.t50 
societies to build up group protection against unforeseen contin- 1954 --------------------------- 1.338.000. 000 
gencies. These early friendly societies developed the Insurance u 
method of protection which, by a gradual process of evolution, led Total 19440-54,inclusve 8,499.000.000 
to modern social insurance with the government entering to______ 

title t Revis-d plan Additional 
title________________ 

SSSorl(), O $420MD,0MO 
211.000.000 169(50.000 
35O.00D.000 =5. 00~. 00 
508, 00.00O 37~. W, 0(D

OK8.10.00 377.,000. MO 
713.0M00.10 423.0050. 000 
F555.(W,0.t0 452 0.00055 
997.000).( 4.00049.OX000 

1.134. %0. 000 519,000.00 
1.B 0. 5400000.(0.10(M 5
l.3Sq. M1. OM0 S5.000.OO0 
1,523.000.000 552. (M ODD 
1.621. t5.000 543.4OM 000
 
1,71%"10. 0 526 000 0
 
1.843. 000.0OD00 100D,000.10 

14.814.000,000 6.315, 000.00DD 

strengthen cooperative thrift and mutual protection. The con-
tributory method of social insurance has stood the test of time and 
experience. Proof of this Is the fact that no country which has 
once adopted a system of contributory social insurance has ever 
abandoned it. Many foreign countries, as does the United States, 
supplement their contributory scheme with a noncontributory pen-
sion scheme based on Individual need, but no country has ever 
given up the former system in favor of the latter. 

Uinder the present old-age insurance system only taxes have been 
payable since 1937. while monthly benefits are not payable until 
January 1, 1942. So long as only taxes are payable and monthly 
benefits are postponed, the general public Is under a misapprehen-
sion as to the financial operations of the plan and lacks a concrete 
demonstration of the effectiveness of the plan In providing protec-
tion. The recommendattons of this committee with respect to the 
old-age insurance plan, It Is hoped, will help to improve the under- 
standing of the aims of a contributory social-insurance plan, 

Providing more effective benefits: The basic problem confronting 
the committee was how to provide more adequate and effective 
benefits, particularly in the early years of operation, without In-
creasing the future cost of the old-age insurance system. The 
committee has solved this problem In two principal ways, as 
follows: 

I. Monthly benefits to wives, children, widows. orphans, and 
surviving dependent parents are substituted for the present 3y 2 ­
percent lump sums payable to the estates of deceased workers, 

2. The benefits of both single and married persons retiring In 
the early years are Increased but the benefits of single persons with 
high earnings retiring years hence are reduced somewhat. How-
ever, the benefits proposed for sing-le persons are higher than could 
be purchased with the employee's own contributions, except pos-
sibly In a very few extreme cases, 

In other words, the effect of these changes will be to provide for 
larger benefits In the early years than under the present law and 
larger than could be purcha~:ec by an insured worker from a pri-
v'ate insurance company with the amount he has paid the Goy-
ermient. This Is particularly true in the case of married persons. 
However, this does not mean that unmarried persons who will con-
tribute for many years wilt receive less protection from the Gov-
ermient than they could purchase from a private insurance coin-
pany with their own contributions. It does mean, however, that 
a larger proportion of the employer's contributions are used to pay 
benefits to those retiring In the early years, particularly married 
persons. 

Thus, various changes made by the committee are designed to 
afford more adequate protection to the family as a unit. The 
present law provides for only two general types of benefits, (1) 
monthly old-age benefits to qualified individuals and (2) lumnp-
sum payments to noncqualified individuals and upon death, The 
present law is, therefore, limited in its sccpe in that it does not 
provide current monthly benefits to the surviving wife of an aged 
annuitant, nor to the surviving widow with dependent children, 
The payment of these survivorsbip benefits and supplements for 
the wife of an annuitant are more in keeping with the principle of 
social insurance than the 31/-percent lump-sum payments now 
provided. Under a social-insurance plan the primary purpose is 
to pay benefits In accordance with the probable needs of the bene-
ficiaries rather than to make payments to the estate of a do-
ceased person regardless of whether or not he leaves dependents. 

TL3X 1V--424 

Before beginning a more detailed explanation of the revised 
benefit provisions, the following summary presents a brief outline 
of the new benefit plan: 

SummARY OuTLxNE or BENEFXT P~ovszoNs UNDER THE REvasim
 
FEDERATLOLD-AGE AND SuRvrvoR INsuRANcz PL&N
 

U5EFCTIVE DATE-JANUARY 1, 1940
 

OLD-AGE RETIRZMENT BENEMrS 
1. Old-age benefit: Each fully Insured Individual who has reached 

the age ox 65 Is eligible to receive a monthly primary (old age) 
Insurance benefit determined as follows: 

(a) A basic amount computed by applying 40 percent of average 
monthly wages, up to the first $50, plus 10 percent of average 
monthly wages in excess of $50. 

(b) Such amount to be increased I percent for each year of 
coverage ($200 or more wages). 

2. Supplement for wife: In addition, the wife, age 65 and over, of 
an Individual entitled to primary insurance benefits, if she is living 
with such individual, is eligible for a supplement which, when added 
to her primary insurance benefit, if any, equals one-half of a pul­
mary old-age Insurance benefit of her husband. 

3. Supplement for children: In addition each unmarried depend­
ent child, under age 18. of an Individual entitled to primary insuir­
ance benefits. Is eligible for a supplement of one-half of a primary 
Insurance benefit of the parent. 

S SENES0rrs 

I. Widows' old-age Insurance benefits: A widow of a fully insured 
Individual, who has attained age 65 and who was living with such 
individual when he died, is eligible for a monthly benefit which 
when added to her primary insurance benefit, if any. is equal to 
three-fourths of a primary insurance benefit of her husband. 

2. Orphans' monthly Insurance benefits: A fully or currently In­
sured Individual's unmarried dependent orphan under age 18 is 
eligible for an orphan's benefit equal to one-half of a primary 
insurance benefit of the parent. 

3. Current monthly insurance benefit to widow with children: A 
widow. regardless of age. cf a fully or currently insured individual. 
who was living with such individual when he died, and has In her 
care one or more children entitled to child's benefits receives a 
monthly benefit which. when added to her primary Insurance 
benefit, if any, is equal to three-fourths of his primary Insurance 
benefit. 

4. Parents' Insurance benefits: A parent of a fully Insured indi­
vidual who dies leaving no widow and no unmarried child under 
age 18. if such parent has attained age 65. has not married since 
the fully insured Individual's death, and was wholly dependent upon 
such individual at the time of such death, is eligible for a monthly 
benefit which, when added to the parent's other monthly benefits, 
if any, is equal to one-haUf of the primary insurance benefit of such 
fully insured Individual, 

5. Lump-sum death payment: Upon the death of a fully or cur­
rently Insured individual, leaving no one immediately entitled to 
a monthly benefit, a lump suim equal to six times the monthly 
primary Insurance benefit Is payable to a surviving close relative. 
or if no close relative, the person assuming responsibility far the 
funeral expenses ot the deceased to the extent of hIls actua 
disbursements. 
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The minimum benefit payment shall be not less than $10 per
month. The maximum benefit or benefits payable shall be not 
more than double the primary Insurance benefit. 80 percent of 
average wages, or $85. whichever is the smallest, 

23'FETrVE DAT 
The first major change proposed Is to advance the date fo0r 

beginning the payment of monthly old-age Insurance benefits 
from January 1, 1942. to January 1, 1940. From an administrative 
standpoint such an amendment is entirely practicable since the 
maintenance of wage records is already functioning successfully,
Personnel has been trained end experience has been acquired in all 
phases of the program. Approximately 44.000.000 account nunm-
hers have been assigned, and the Individual account for each 
worker set up by the Social Security Board. Furthermore, a net-
work of over 300'field offices has been set up and is functioning.
These offices have already handled over 360.000 claims for lump-
sum benefits. The experience obtained In adjudicating these 
claims Indicates that the necessary groundwork has been laid to 
permit the payment of monthly benefits in 1940. The payment
of monthly benefits In 1940 Is In keeping with the experience 
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vency of the system by permitting disproportionately large benefita 
to workers who migrate between uninsured and insured employ­
ments and accumulate only small earnings in Insured employment.

In order to relate beniefits to length of employment as well as to 
average wages a 1-percent increment for each year of covered earn­ings of $200 or more is added to the basic benefit. Thus the longer
a worker is In the system the larger will be his benefit. 

Supplementary benefits: The supplementary benefit payable ain 
aged wife is one-half of the primary insurance benefit of the an. 
nuitant. (The same amount Is payable for each dependent child.)'.
Because most wives In the long run will build up wage credits on 
their own account as a result of their own employment these 
supplementary allowances will add but little to the ultimate cost 
of the system. They will on the other hand greatly increase the 
adequacy and equity of the system by recognizing that the probable
need of a married couple is greater than that of a single individual, 

These changes In the benefit pattern are primarily designed, to 
Increase the adequacy of the system during the early years without 
altering the long-run cost proportions of the existing plan. They 
are not temporary improvements however but represent construc­
tive changes which will Increase the adequacy of the Federal old.. 
age Insurance system.

under the social Insurance laws of Great Britain, Czechoslovakia,.UMRBN~r
and Germany where old-age insurance benefits were paid within 2 
years after contributions first began. 

i1.510."1ZED AMOU Sproposes 
The second major change proposed Is the liberalization of bene-

fits to Insured workers retiring in the early years of the system.
This liberalization is effected by two impcrtant changes. First, 
the benefit base Is changed from total accumulated wages to 
average wages; second, supplementary benefits are provided In 
those cases where the annuitant has an aged wife (as well as 
In the rare cases where there are dependent children). Under 
the present law the average monthly old-age Insurance benefit pay-
ments in 1942 were originally estimated at about $17.50 per
month. Under the revised plan the average for single Individuals 
will be about $25.85 and for an eligible husband and wife about 
$38.78 per month. Table 2 shows illustrative monthly old-age
insurance benefits under the present plan and tunder the revised 
plan, 
TABnx 2.-flhustrative monthlyl old-age inuac benfits une 

present plan and under revised plan' 
_________ ____________________________ 

Prsn evisad Plan Prset evised Plan 
plant

planMrre 
Singl 
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Maried' 
igeparestlao
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~ ~ 
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S200 ineach year ofcoverage in order tobe eligible toeceive the i-percutIncrement 
If this Were not the case, the benefit would be somewhat lower.30-------

ElBenefits for amarried couple withoutechildren wherewifeis ellglble for asupple-
meat. 

3Benefits not paidnuntl after5years of coverage. 
sLMyra 1192EFrr FORM1ULA 

An average wage formula will relate benefits more closely to 
normal wages during productive- years. Since the object of socal 
Insurance is to compensate for wage loss, It Is Imperative that bene 
'fits be reasonably related to the wages of the Individual. This 
Insures that the cost of the benefits will stay within reasonable 
limits and that the system will be flexible enough to meet the wide 
varintions In earnings which exist. 

An average wage formula will also have the effect of raising the 
level of benefits payable In the early years of the system, but !t Will 
reduce future costs by eliminating unwarranted bonuses payable 
under the present formula to workers In Insured employment only a 
few years. These bonuses result from the greater weight now 
given to the first $8.000 of accumulated wages. They are justified, 
If a total wage formula is used, in the case of older and low-
paid workers who retire In the early years of the system and have 
not time In which to build up substantial beneftt rights. In the 
long run, however such bonuses are unwise and endanger the sol-

$17.50 2625 39.38 
21.50 27.50 41.25 
32,50 30.00 45.0OD 
41.50 32150 48. 75 

Average monthly wage of $250 

$25.00 $4100 $.2D 90 
37.50 44.00 68.00 
56.25 48.00 7100­

68.75 51.00 78.00
81.25 56.00 84.00 
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The bill contains a third major change, designed to Improve the

long-run effectiveness of our Insurance system. This amendment 
to establish monthly survivor benefits. The Social Secur­

ity Act now provides a certain amount of survivor protection in the 
form of lump-sum payments. These are small and Inadequate In 
the early years of the system and entirely unrelated to the needs 
of the recipients. However, eventually they will be rather costly
and may not provide protection where most needed. The new planx
will eliminate most lump-sumn benefits and will substitute monthly
benefits for those groups of survivors whose probable need Is great­
est. These groups are widows over 65. wIdows with children. 
orphans, and dependent parents over 65. The monthly benefits 
payable to these survivors are relatedl in size to the deceased Indi­
vidual's past monthly benefit or the monthly benefit he would have 
received on attaining age 65. 

In the case of a widow, the monthly benefit Is three-fourths cc 
the deceased's monthly benefit or prospective benefit. In the case 
of an orphan or dependent parent, It is one-half of the deceaseda 
monthly benefit or prospective benefit.

A monthly benefit will be payable to a parent only it no widow 
or unmarried child under age 18 survived, and only if the parent
was wholly dependent upon the deceased at time of death. While 
It 'would thus be necessary for a parent to prove dependency at the

eth nethtfc adbe sabnhdn sbeun 
showimeofdeath wonuhtl athdberqie.Apen pestblseden norsubsequent 
visions Is found in the State workmen's compensation laws, whichL 
constitute the oldest form of social insurance In this country.

benefits are shown In table 3. As has already been 

stated, these new monthly benefits can be provided without exceed-
reduction in lump-sumdetbnfisadheuurbnftst
Single persons.

TABmz S.-Illustrative monthly survivor benefits' 
_ _ _ _ _ _ _ _ _ _ _._ _ _-_ _ _ _ _ _ 
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Average monthly wage of 
deceased, $150 
-___ 

$145 $3,18 
S---------------18. 75 23.63 
10-------------- 1I6.50 24.75 
20 18.----- 27.00&00 
30--------------19,50 29.25 

21. 00 3150 
~ ~ ta nidvda an 

Ithiswereunot the t benefitvwoualdecasenh 
ti eenttecstebnftwudb 

$8.3e2.0 
39.58 
41. 25 
4100D 
48.75 
52.50 

tlat$ 
somlewast 
oehtlwr 

Average monthly wage of
 
eesd$O
 

$11889 $19.31 $31.19 
I3.13 19.69 31811
11005 21.50 a 37.
16.5 4.8 50.6 
165 243 03 
17.50 26.25 43.75 

Average monthly wage of
 
deceased, $210
 

$00 51 
21. 00 31.80 5150 
21,00 310 3.00 O 
24.00 36.00 OD.00 
26.00 39,00 6100 
28.00 41.00 70.00 
nec ero 

low ero IIner. cvr 

Not all lump-sum payments are el-imnated under the new plan. 
Upon the death of an Insured Individual leaving no one Imlmedi­
ately entitled to a monthly benefit, there will be paid a lump-sumn 
benefit of six times the monthly benefit of the deceased. This 
lump-sim will be paid to a surviving close relative, or If no close 
relative exists, then to the person assuming the responsibility tor 
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the funeral expenses of the deceased person to the extent of his 	 law-wage earners. This is similar to the procedure which Is fol­

lowed in private ijensicn plans which recognize that the employeractual disbursements. 
Table 4 shows illustrative lump sums payable in these cases. Must contribute more liberally In behalf of older workers if they 

TABLE 4.-Il1ustrative lump-sum death payments payable equal to 	 are to have Sufficient income to retire. 
six ime th prmar erifitTable 	 5 shows that under the tax and benefit plan as recoin­inuracesiz imestheyn-icryinsuanc benfitmended every worker will receive more In protection for at least 

the next 40 years than he could purchase from a private insurance 
Average monthly wages company with his own contributions. Even In an extreme case Of 

single person earning $250 per month for the next 45 years. the 

$50 $100 $1so V25 annuity purchasable elsewhere would amount to only 30 cents per 
_____ -a- _____ -_____ 

month more than the $58 per month such person would be entitled 
to under the revised plan. 

Years of coverage: TABLE 5.-Theoretical monthly annuities purchasable with only 
3---------- ------------- -- S123. GO $1U54.0 $185.40 $217.20 employee tax and benefits under proposed plan for single 

_______________ * 

men 
I--------------------- 126.00 157.50 1S9. 00 252.0 
10..----------- -132.00 165.00 198.00 264. 00 entering the system Jan. 1, 19371 
20 - 44.00 216.00 2&5. 00pu 	 ha'te------------	 180.00 
30 ----- 156.00 195.00 214.00 312.00D Suggested Purchasable gugeeted PucaaI 
40 1------68... 210.00 336.00D annuity planG.D0 252.00 	 plaln annuity 

QUALIFYING PROVISIONS 	 Level monthly wage of $50 Level monthly wage of $100 

The amendments provide a revision In the requirements con--_____ 
cerning the length of time covered and amount of wages that must years of coverage: Q)$57 (' 
have been earned Under the system in order to establish eligibility 3--------------- 21.060 (2) .2 () 

for benefits. 	 io------- ---- 22.00 (2) 27.50 $0.41 

The revised requirements for benefits are similar In principle to 20-------------------- 24.00 $1.15 30.00 2.95 
those fcund in the present law, but are changed in several respects, 30...------------. 56.00 4.25 32.50 9.51 

35.0 17.49due to the following reasons: 	 40------- -- ~ 280 ODe1 
1. Since payment of benefits would be advanced to 1940. the 45----------------------9.00 10.68 36,25 22.58 

number of qualifying years and the amount of wages are reduced - I _____ 

In the early years. Level monthly wage or $150 Level 
___ 

monthly wege of $2LO 
2. Since wages after the age of 65 are not counted during 1937,_____ 

3938, and 1939, the qualification provisions are adjusted to permit Years of coverage: 
3-	 $590 (51 $41.20 (I)such persons to qualify without undue hardship.

3. The present law permits persons who are in Insured employ- 5-	 31.50 (') 42.00 C')
$1. 9910...~.. 33.0OD 0.94 44.00 

ment for only a short time to receive very large benefits In comn- 236.00 	 6.36 45On IL 14 
~ 39.OD 14.77 52.00 25.3.Uparison to their contributions. In order to reduce the cost of pay-

ing benefits to these persons who shift between Insured and 42.00 2F%.81 5& (l0 45.46 
34.49 56.00 S6.30uninsured employment, there have been added provisions to protect 43.-4.50 

the system In future years. 
4. 	The addition of widows' and orphans' benefits necessitates a I These calculations are based upon the standard annuity table, at 3-percent inter-

are used for theoretic premiuimsshorter qualifying period for current insurance protection In the 	 est. Taxres less 10-percent allowance for expenses 
case of persons who die without having been employed as long as 	 Part of the taxes are applied to the purchase of a denth benefit wbich is identical 

is rquiedfo o qalif insrane bneftswith 	 that of the sugeested plan, and the remainder of the taxes are applied to theol-ag 
purChase of a deferred annuity with no death benefit.
 

"FULL~Y INStURD" AiD "tnRRNutaaLY INSURED" The following assumptions have been made:
 
Follwin isathsnopis nsued di- As regards taxes: A 1-percent tax rate onempjloyer and also on employee tbrougho deiniionof a"fuly 

194Z,a 2-percent tax rate on eseb in 1943-45: a 2A-percent tax rate on each in 1948-i% 
vidual" and "currently Insured individual" as contained in S-actionl and a 3-perectnt tax rate on each In 1949 and thereafter. 
209 (g) and (h) of the bill: 	 As regards benefits: Continuous year of coverage from age at entry to age 65, 

A. An individual aged 65 or over on January 1. 194, is fully retirement at age 6.5; indivIdual remains single for his entire lifetime and does not 

Insured for retirement benefits if he has 2 years of coverage and leavesa widow, a child under 18, or a dependent parent. 
f60 arnngsbefore (a year of coverage 	Is a yea I Taxes are used up entirely in purchasing the lump-sum death beniefit so that notoal retirement 

In which $200 or more was paid for covered employment).anutIsprhabe 
B. An individual who attains age 65 or dies in one of the years 	 FINNCINcG 

proposed which affect the financial1940 to 1945, inclusive, is fully insured with rcspect to all benefits Certain amendments are 
if he has had at least the applicable coverage and earning as framework of the old-age insurance system. First, the old-age 

reserve account is changed to a Federal old-age and survivor In-follows: 
-surance trust fund with the Secretary of the Treasury, the Secre-

Years of Total carn tary of labor, and the Chairman of the Social Security Board, all
_____________________________-

Date coverage ing ex officio, acting as a board of trustees. The board of trustees will 
will annually ___________________________ __________ 	 supervise the fund and report to Congress and 

whenever the trust fund becomes unduly small or exceeds three 

1940------------- -------------------- 3 $80 	 times the highest annual expenditure anticipated In the ensuing
will serve as1941 ------------------------------------------ 3 1,000 	 5-fiscal-year period. The Secretary of the Treasury 

h eev1942----------------------------------------------------- 4 1.200tuteo h un.A 	 sesceitdt 
1943 -------- - -- -------- --- 4 1,400 	 managingtrseoftefn.Alastcrdedothrsre 

account as of January 1, 1940. are transferred to the trust fund1944 ------------------------------------------------ s 1, 600 
account Is abolished on that date. It Is further 

____________________________ -____ -______ proposed that an amount equal to the full amount of the old-age1945- .............- ------- ----------- 5 1,800 	 when the reserve 


insurance taxes collected in the future he permanently appropri­
to the trust fund. Provision is made for the administrative 

fully insured with respect to all benefits if he has had nct less coats of the plan to be met from the trust fund. 

than 1 year of coverage for each 2 years after 1936 (or the year The method of Investing that portion of the trust fund not 

0. An Individual who attains age 65 or dies In or after 1946 Is ated 

of attaining age 21, if later), plus an additional year. and not less 	 needed for current claims or administrative purposes will be like 
than $2,000 of total earnings, subject to a minimum of 5 years 	 that now provided In the case of the unemployment trust fund. 

and in any case if he has 15 years of coverage. Instead of a minimum 3-percent interest on the investments ofof coverage.
Currently insured individual: An Individual who does not meet the present old-age reserve account, the Federal old-age and sur-

the above requirements is. however, currently Insured (I. e.. "wid- vivor insurance trust fund, like the unemployment 	 trust fund, 
byuses' and orphans' current benefits" are payable) provided that he 	 will earn Interest at the current average rate of interest borne 

has had earnings of $50 or more In at least 6 of the 12 calendar 	 aII outstanding Interest-bearing obligations composing the public 
to thepreceding the quarter in which he died, debt. At the present time the rate of interest being paid 

XNDIVIDUAL EQUITY PRESERVED unemployment trust fund Is2 percent. 

The proposed revision, while maintaining a reasonable relation- The present tax schedule Is amended so that the current rate 
ship between past earnings and future benefits, provides pr-opor- of I percent on employers and 1 percent cn employees Is con-

quarters immediately 	 1 

tionately greater protection f or the low-wage earner and the -short- tinued until 1943. This postponement in the tax step-up will save
 
time wage earner than for those more favorably situated. But employers and workers about $275.000.000 for 1940 or a total of
 
practically every worker, regardless of his level of wages or of the *825.000.000 for the 3 years 1940, 1941. and 1942. However, no
 
length of time during which he has contributed, would receive change Is made In the tax schedule thereafter. The rates will still
 
more by way of protection than he could have purchased from a Increase to 2 percent In 1943, 2', percent In 1946. and 3 percent
 
private insurance company at a cost equal to his own contribu- In 1949 and thereafter.
 
tions. in other words, the system recognizes the principle of Indi- The result of the committee's recommendations with respect to
 
vidual equity, as well as the principle Of socia adequacy. It has taxes and benefits on the size of the reserve and the amount of
 
been possible to incorporate in the system both these aspects of the benefit payments Is shown In table 6. It should be noted
 
security by utilizing a larger proportion of employers' contribu- that the maximum reserve built up In the period shown will be
 
titins to pay benefits to those retiring in the early years and to between seven and eight billion dollarS. It should also be noted
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that the size of the reserve will conform closcly to the recommen-
dation of the Secretary, of the Treasury of an "eventual reserve
amounting to riot more than three times the highest prospective
annual benefits in the ensuing 5 years.,, 
TA=x 8.-Progress o~f reserve under the intermediate retirement 

estimate of benefit disbursements with interest at 21/2 pecet
Tax rate at 2 pe-cent until Jan. 1, 1943, and thereafter following
the present shedule 

dolars]viding o[In illins
doues)further[Ino illins 

eeps 1942Ne a 1M4 1941 1943 1944 194 1910 

Neiptax recipts (gadmstre- 1.8planned,citiveexpennu iss)--$01$0 $14998107107$151 1,4tivess penses)t-a-----s-- 55I 9108 713 i.52V1 SUM 57 Mg ,930benfitpamens- -8 21 35 -0 59 71 -3S ­

Net cash receipts,1
aovernment-....413 294 154 411 469 3855 -81

Addintercstat2~ipercent. 41 51 158 6 79 91 15 190 
Total addition to fund.-- 454 I45 21 Z47 F,5 515 109
Fund at end of year-----1,888 2Z229 2.441 2918 3,466 I3922 6,44 7,752 

___________________ I 
NOTI.-Fund at end of 1939 isestimated to be $1,436,006,090. The benefit payments

exceed the net tax receipts iii 1954 
It should be clearly understood that the estimates presented are 

subject to a margin of error. Changes in average wages, death 
rates, birth rates, the rate of retirement, the proportion of the
aged in the total population, and shifts between insured and un-
Insured groups may result in substantial changes In these figures
In the future. It Is Impossible, therefore, to predict accurately
the future trends of all the factors influencing the long-run aspects
of the old-age Insurance program. The further one projects esti-
mnates of future Income and benefit payments, the greater is the 
margin of error, Constant study and frequent revaluations are,
therefore, essential for the long-run financing of our social-insur-
ance system. This Is one of the reasons why the committee has 
recommended that the board of trustees make an annual report to 
Congress on the actuarial status of the system, and report to Con-
gress whenever the trust fund Is unduly small, or exceeds three 

timecs the highest annual expenditures expected In the next 5-fisca-
year period, 

According to the best expert information available to the com-
mnittee. the estimates presented here are reasonable approximations
of the income and outgo of the insurance plan for the next 15 years.
The actual figures will no doubt vary somewhat from those shown. 
in table 6. However, the benefit payments shown, although based 
upon an intermediate estimate as regards rate of retirement, prob-
ably represent maximum amounts payable under the provisions of 
the bill. A serious downswing in business conditions might In-
crease the rate of old-age retirement and decrease the estimated 
amount of tax receipts, but such variations would probably not
alter the fact that the contributions and interest will cover all bene-
fit payments for the next 10 to 15 years. It is only when consider-
ation is given to the income and outgo of the system for 40 to 45 
years, or even more, that it becomes quite impossible to predict the
future status of the system. 

Table 6 shows that the annual contributions from workers and 
employers will probably be sufficient until 1955 to meet all the
annual benefit payments under the revised plan. If the original
actuarial assumptions of 1935 prove to be correct, It Is possible that 
benefits for all time to come can be financed from the present
schedule of taxes and the interest from the fund, even with the 
recommended postponement of the tax step-up until 1943. How-
ever. upon~the basis of additional data developed since 1935, it 
would appear that the actuarial calculations of 1935 represent a 
minimum estimtate of the future costs. Therefore it is possible
that the annual cost of the benefits may begin to exceed the annual 
tax collections about 1955 or even somewhat sooner, 

Only after experience has been obtained In paying benefits for 
several years wIll we have a better picture of the probable future
development of the system. Even then continual change will be 
necessary in the estimates due to the many variable factors which 
go into making such estimates, 

In making the changes in the present plan the committee has 
kept constantly in mind the fatt that, while disbursements for
benefits are relatively small In the early years of the program, far 
larger total disbursements are inevitable In the future, 

The plan recommended by this committee is designed to safe-
guard workers, employers, and the general public. In fact the 
committee believes the revised plan Is a much safer one than the 
present plan. As has already been pointed out, while the annual 
costs under the revised plan are greater in the early years of
operation, the future annual costs of the benefits when the system
reaches maturity are materially lower than under the present law 
and the over-all average cost is kept about the same. Conse-
quently. It Is believed that there Is not the same danger as exists 
in the present benefit schedule, the cost of which, while decep-
tively sm-all In the early years, mounts very steeply as the years 
progress. 

Unforseen contingencies may, however, change the entire opera-
tion of the plan, It is Important, therefore, that Congress be kept
fully informed of the probable future obligations being Incurred 
under the insurance plan as well as the public-assistance plans, 
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Each generation may then meet the situation before it in such 
manner as it deems beat. 

If future annual pay-roll tax collections plus available interest 
are Insufficient to meet future annual benefits It winl be necessary. 
In Order to pay the promised benefits, to Increase the pay-roil tax 
or provide for the deficiency out of other general taxes, or do both. 
Broadening the coverage of the system to bring in those persons 
now excluded will not only make the a~stem more effective In pro-protection but also strengthen Its actuarial base by stilleliminating the possibility of unearned benefits to the 
worker who moves from uninsured to insured employment. 

when OEthe 

Pour years ago,.hn h old-age insurance program was being
It was expected that the act as passed would provide old-age security for about half of the gainful workers in the country.It was realized, of course, that many workers who might not beInsured under the act at any one time would later obtain protec­

tion by shifting into insured occupations. It was generally sup­
posed, however, that the group so shifting would be small comn­
pared with the great mass of workers, who. throughout their work­
ing life, would remain continuously either In the insured category 
or in the uninsured category.

Operation of the act shows that the extent of migration, tern­
porary or permanent, from uninsured to insured employment, Is far 
greater than was assumed, by the President's Committee on Eco­nomic Security in 1935. As a consequence of the migration,
much larger proportion of the total population of the United

a 
States will qualify under the contributory system for old-age bene­
fits than had been expected.

The most important excluded groups are agricultural labor,
domestic service, and certain nonprofit organizations; here the 
committee decized unanimously that it would be unwise to remove 
the exempt~ons from these three groups at the present time. The 
present bill does, however, extend old-age Insurance coverage to 
some 1.100,000 more workers by removing the exemption of marl-
time employment, wages earned after 65. and certain Federal 
Instrumentalities such as national banks and State banks which 
are members of the Federal Reserve System.

In order to eliminate the nuisance of Inconsequential tax pay­
ments the bill excludes certain services performed for fraternal
benefit societies and other nonprofit Institutions exempt from in­
come tax, and certain other groups. While the earnings of a sub­
stantial number of persons are excluded by this recommendation. 
the total amount of earnings. involved. is undoubtedly very small. 
No estimath is available of the number of persons or amount of 
earnings so excluded. The Intent of the amendment Is to exclude 
those persons and those organizations In which the employment Is 
part time or Intermittent and the total amount of earnings Is only.
nominal, and the payment of the tax is Inoonsequenthal and a
nuisance. The benefit rights built up are also inconsequential.
Many of those affected, such as students and the secretaries of 
lodges, will have other employment which will enable them to de­
velop Insurance benefits. This amendment, therefore, should Sim­
plify the administration for the worker, the employer, and the 
Government. 

Seven other coverage amendments are proposed. They are as 
follows: 

1. Agricultural labor: The present act excludes "agricultural la­
bor" from coverage. The bill continues the exemption of agr'.cul­
tural labor and defines the term so as to clarify Its meaning and 
to extend the meaning to certain services which are an Integral
part of farming activitlea. These provisions are explained In detail 
in a subsequent part of this report, in connection with the deftni­
tion of "agricultural labor" as defined In section 209 (1) of the 
bill. 

2. Exclusion of payments to employer welfare plans: The term 
"wages" is amended so as to exclude from tax payments made by an. 
employer on account of a retirement, sickness, or accident-disabil­
ity plan, or for medical and hospitalization expenses In connection 
with sickness or accident disability. Dismissal wages which the 
employer is not legally required to make, and payments by an era­
ployer of the worker's Federal insurance contributions or a contri­
bution required of the worker under a State unemnployment-coin­
pensatlon law are also excluded from tax. This will save employers
time and money, but what Is more important is that It will elimi­
nate any reluctance on the part of the employer to establish such 
plans due to the additional tax cost. 

3. Definition of "employee": The binl includes a definition of the 
term "employee' designed to cover salesmen not already covered by 
the act. 

4. State employment: The exemption relating to employment by
State instrumentalities is so defined as to apply only to an instru­
mentality wholly owned by the State or political subdivision, cr tax 
exempt under the Constitution. 

5. Foreign governments: Provision Is made for the exemption of 
foreign governments, and their Instrumentalities under certain eon­
ditions, from the old-age Insurance taxes. 

S. Family employment: Service performed by an Individual for 
his son. daughter, wife, or husband, and service by a child under 
21 for his parent, Is excluded so as to make the old-age insurance 
coverage Identical in this respect with unemployment compensa­
lion coverage.

7. 'Included and excluded services: The law Io changed with re­
spect to services of an employee performing both included and 
excluded employment for the same employer so that the service 
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Which predominate In a pay period determine his status with that 
employer for that peid 

ADMNITATIVE CHNE 
1. A provision Is included requiring employers to furnish em-

ployees a statement, which they may retain, showing the amount 
Of taxes deducted from their wages under the old-age-insurance 
system. 

2. Provision is made for malking more equitable the recovery by, 
the Federal Government of Incorrect payments to Individuals. 

3. Provision is made respecting the practice of attorneys and 
agens bforetheBoar.ATLE 

4. Detailed provisions have been added relating to rules and 
regulations, hearings, and decisions with respect to insurance 
benefits, procedure for judicial review of the Board's decisions, andAvrgchk 
delegation of authority by the Board. Aveagebeekr 

5. Provision is made for giving an opportunity for a hearing to Number icNumb meretrmon 
awage earner or interested Individual with respect to any entry, ste of init ial tinued of checks of beniefits Total Partial 

omission, or revision of teBoard's wage record within 4 years received'I rclimed issed pid ue- unloy­
after the year any wages were paid or alleged to be paid, and as toreivdpl- poy 

the finalIty of the record..__________ 
6. Subchapter A, chapter 9. of the Internal Revenue Code (for­

merly title VII of the Social Security Act) Is given the short title 
"Federal Insurance Contributions Act.' 

UNEMPLOYMENT? COMePENSATIONfg 

The unemployment compensation and public assistance provl-
sions of the So-cial Security Act constitute the most comprehen-
sive attempt yet made to utilize a system of Federal-State CO-
operation for the solution of national problems. To promote State 
action In unemployment compensation, the Federal law establishes 
a uniform tax payable by employers regardless of whether the 

Stae n teyopraen neplymnt-omenatonhih as 
prt nuepomn-opnainStt nwihte a 

law; It then permits employers to offset (up to 90 percent of their 
Federal tax) contributions paid by them under a State unem-
ployment-compensation law. The act also provides that the Fed-
eral Government shall make grants to the States to cover the 
entire necessary cost of proper administration of their unmly

en-opsainiw.Michigan
men-copenatinlws.Minn(otr 

The recommendations of the commnittee relative to unemploy-
ment compensation deal with certain changes which In no way 
alter the fundamental Federal-State pattern now set forth in the 
Federal law. Under the present law the States are given very wide 
latitude in determining the way in which the State unemployment- 
compensation laws should operate.--The Federal law merely pre-
scribes a few simple standards. The States determine all such 
questions as the type of fund, the coverage of the law, the eligi-
bility provisIons, the waiting period, the amount and duration of 

diitaieaec.TebeeisFh yeo loslc hf slet 
personnel and determine the compensation and tenure Of Such 
personnel. 

Though the adjustment of rederal-State relations Is at best a 
difficult and delicate task, particularly In the field of social legis-
lation, experience so far in unemployment compensation indicates 
a large measure of success. The present provisions of the Federal 
law have proved completely effective in facilitating the enactment 
of State unemployment compensation laws. These. laws and the 

benfisthetyeamiisraiveagnc. Teyalo he 

character of their administration have, on the whole, been rea-

sonably satisfactory. The Inevitable administrative diffculties In 
valved In the Inauguration of any large-scale undertaking were 
accentuated by the fact that In 22 jurisdictions unemployment 
compensation first became payable In January 1938. at a time of 
unexpectedly heavy unemployment. It is. therefore, not surpris-
Ing that a considerable backlog of undisposed claims accumulated 

during the early months of benefit payments. In spite of these 
difficulties, the 31 jurisdictions that had begun paying benefits by 
the end of 1938 had paid out about $400,000,000 In benefits to 
approximately 3.500.000 lunemployed workers. 

The most pressing problem in unemployment compensation dur-
Ing 1938 was the improvement and simplification of the State laws. 
Some 30 States have already psssed extensive amendments at this 
year's legislative sessions and about 13 other States are still con-
sidering substantial changes-all designed to simplify and improve 
administration for the benefit of the employer, the worker, and the-
Government. Further encouragement Is given by the fact that 
the latest figures for 1939 show that practically all States are now 
currently disposing of all claims rece'lved and have eliminated their 
backlog of uindisposed claims accumulated during 1938.fispabl 

Although all the States, the District of Columbia, Alaska, and 
Hawaii are receiving Federal grants for the administration of their 
unemployment-compensuation laws, and although benefits are now 
being paid In 46 States (in addition to Alaska, Hawaii. and the Dis­
trict of Columbia). the unemployment-compensation program is 
still In Its infancy. Only 22 States, in addition to the Distrct of 

Clm ahvhabeei-aigeprecfomoeta1ca-
Colmbi,eneit-ayighve ad xpeiene fr mre hanI cm-

plete year. Inaone State benefits have been payable since July 1936, 
and 21 others, In addition to the District of Columbia, began benefit 
payments in January 1938. Six more States sod the Territories of 
Alaska and Hawaii came in some time during 1938, so that a total 
of 31 jurisdictions were paying benefits by the end of 1938: another 

16jie h eei-paying group In January 1939. Not until July 

Of thL~s year. when the last two States come in. wil the Federal-
State unemployment-compensation program be fully functioning. 

it is estimated that at the end of 1938 approximately 27.600,000 
workers had earned wage credits In some prior period of employ-
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ment covered by State laws. and that at that time 668.000 em­
ployers were subject to State laws. More than 38.000.000 benefit 
checks were issued during the year 1938. the average weekly check 
for total unemployment being approximately $11. Data on the 
operation of the States paying benefits in 1938 are shown In table 7. 
Up to the end of April 1939 nearly $540,000,000 had been paid out 
In unemployment-compensatiofl benefits by the 46 States, the Dis­
trict of Columbia. and the 2 Territories which had started to pay 
benefits before that date. (See table 8.) During the month of 
March 1939 alone almost $49,000,000 was paid out In benefits to 
more than 1.000,000 workers. 

7.-Number of unemploy~ment-compe'Isatfonl claims receivedl 
and number and amount oft benefit payments, 1938, by States 

____ meat ment 

Total for 
rtaesot 

5484,604 4S5,11,133 38.075,791 $393,7&78,709 510.93 55.39 

Alabama ----- 201,217 1,.50D, 425 1,163.327 
Arizona ----- 30.637 221.622 161.623 
California ---- 693,720 74,042,705 2,483,911 
Connectieut -- 354,735. 1,905743 1.215,091 
D)Lstrict of Co­

lumbia----- 43, 991 595,020 190059 
Idaho---------- 18.965 77,710 34.143 
Indiana._... 221,806 11,637.291 1,466,610
Iowa ---------- 82, 355 448.412 250,239 
L~ouislana... 134,365 769,543 654. 212 
Maine------ 126.102 '818.375 560 558 
Maryland--__2SR. 648 1.8SM.634 1,125, 215 

ascuci 2.95',1,9 ,6.7
3,509,362- 58--&4,141 2,953,093

o1 179.693 1,278.8&38 793,079 
MLimissippi--- 67,639 394,649 
New Hiamp­

shire------117,042 559,138 
New MeXiCo... 4,39J4 1.017
Now York --- 2,589,808 ("7)
North Carolina 40D.445 3,445, 529 
Oklshoma..._ 22,325 21.913 
Orecon - 18---I8,33)1761, 13 
Penniylvania- 1,690,431 9,229,875 
Rhode Island... 192,032 1, 81, 111 
outh Carolina 34,410 13,540Tennessee----194,218 1, 906,484

T'exau---------- 316,759 1,803,291 
Utah ---- -- 8.633 32,2S9 
Vermont----- 29.970 12,603 
VirginliS-----148,93 '835,777 
West Virginia. 187.947 '2,017,094 
Wisconsin --- 255031 1,279, 755 

240.231 

324,240 
1,017

7,41-7,119
1.14.1i,497 

0.739 
132712 

5408,304 
1,069.184

112988867,015
1,05t,219 

219. 195 
04,775 

SM3,297 
1,256.577 

8. 128.100 7.08 4.77 
1.902,407 I L 79 (4) 

23.715,354 9.72 5.24 
1Z2,254387 10.50 2.97 

1,073, 478 581 5.77 
366,302 10. 73 6.13

16,0308562 11 70 5.3 
ZSSS. 648 9.30 5.09 
4,007.049 141 5.38 
4,355455 193 5.44 

10. 14.3,80M 10.28 5.96 
70875 1.62 (U

39,9(n3,051 1349 (.1
8.161.095 10.38 6 
I, 414,218 5.89 (" 

2,731,870 9.29 4.99 
9.210 9.20 5.77

87,33W., (1 It 97 (Mi
8.2~16,040 O5.99 4.55 

71,231 1n.457 as lD 
5,910. 399 11.94 5.57 

71,545,301 IL 18l (14) 
9,293.2S0 9.63 5.1? 

5935,17 5.&71 3.930.144. 192 7.27 4.16 
9,343, 884 9.22 8.87 
2,461,300 11.37 7.56 

8221,712 9.39 5.07 
S.635.%683 808 4.02 

12,063,373 10.83 L94 
963,2511 9,407,697 I 510. 471 

I'An initial claim Lsasfirst claim for benefits Insa period ofunemploymeat. In some 
States. "~additional"' claims, which are the claims initiating the second and susee-
Squent spells of unemployment within a benefit year, are not included. 

' A continued claim is a claim reported weekly, following the filing of an initial 
claim, during a period of unemployment. 

'Not adjuste for retu ad benefit checks, 
'Adjusted for returned benefit checks. 
'No adjustment made for payments for less than the full benefit rate, such as thoss 

representing adjustments, supplementary, and final payment checks.
' No benefit payments for partial unemployment.

' January not included.
 
' May and June not included.
 
'January, February, and March not Included. 
"2No provision in State law for payments for partial unemployment.
 
I' Payments for partial unemployment not effective until January 1939
 
"Dat md. nDcme hnbnft eefrtpybe
Onlyt rayepote
"Ol2pamnsaeinDcbr198whneeftwreistayl. 

TABLE B.-Unemp~lPoym71enlt compensation benefit payments.1 January 
1938 to April 1939, by States 

firt payafitsSlate 

Total. all States-------------~--_-

Alabams ------- January I19---

Alaska ------------- January 1939----

Arizona-------------- January ItOS----
Arkansas. .--- --- January 19l9----
California .-------- January l93S.----
Colorado------- January 1939-.--
Connecticut------January IMS ---
Delaware ----------- January 19----
District of Columbia. January I93&---
Florida ----------- January 1959.., 

awaiL.--------.,---------33
dss..------Setebe 11 

CumulativeNebeei 
net eei Net benefit yNebenefittmougbar238toi,-mmli. paym

h.g MAr 13
 
April 19MAp~ 13
 

SM%9, ss 208 $ 5140.169,497513783709 

9,572,93MS 128. 193 1,444,835 
119,875---------------- 113,875

2473,670 1. W-.407 571,283
00.752 ----------------- 95,752 

36.926,697 23,715.354 13.211,53 
1.270.341--------------- 1,2L3341. 

14.369. 338 12,2543S7 2,114.951 
273, --------- %809 

,311,024 1.GM47 63,546
MI17930-------------381.760 

_20--------------- 33. 5M 
1,84,89 368.362 147,5 

Illinois-------------- July 1938..-.------------------­
l Adjusted for returned and voided benefit cheeks 
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TABLE S.-Uneinployment compensation benefit payments,' January TABLE 9.-CoMpari.Son of funda available for benefits as,Of Apr. 30, 

1938 to April 1939, by Sta~tes--Continued 1939. andt as of date benefits first became Payable--Continued 

Cumulative eev onct beneflit Netbtfi Net benefit 	 con he. Funds avail- Pe62eelt hi-
state Date benefits ymnt parsnt,% Jwme ,s state beeisfrt ableasofApr. crease in de.first payable "thirough 1935 ob 	 ~ a, a M cemiApril 1939 April13 	 accountIbleserve 

Indin An 94 510385 303892 5.9.13 

Iowa --------- July 193S --------- 1,4~'4.925 &;8.048 2,809.177
Kansas --- ---- Jnury 1939~ 1 --­--- S9---------------,nV,

Kenu-----do ----------- 1,64S, 400--------------- L64S. 400i 
Loiin--------- Januniry 19338-- 6.331, 070 4.007. 049 2Z327.021

Maine - ------------ do----------- 5.888,311 4,535, 455 l, .S2. SF6 
Nhlryland --------- ----- do ---------- -1239,k629 10. 143, 09 2.245.820
Nlfissaehusetts------ -----do----------- 33.640,443 27,098,7G5 6.41.'-68 
?%fichizan ----------- July 1938 ----- 81,015.04.8 39.9013.051 11,111.99771~in,sc~ota ---- Januqry IM --- 12.217.02 8,O.9

Msispi......April 1938--------2.078, 518 1,414,216 4 074. 9332 
Amisouri ---- January 1939.... 1,616.178-------- --------- 1.010."578 
Montana ------------ July 1939 -------- ----------- ---------- ----------

Nevrada--------------Jan--rdo. 9...9 619764


eva--------d-------------243,982------------------24,3.982 
New hlamps hire----January 193. --- 3.251,038 2,731,870 b519168
New Jersey --------- January 1939.. 5.900.041------------------ ,9 01New Mexic,------ ecenmber 1938-- 463.290 9.210 414,
New York -----------January 1W.18 114,548.704 27, 218. 06 --- 87.330, 641 
North Carolina..... -- do----------- 10,ox4978 8,216,010 1,840.938n

North Dakota-----January 1939--- 2511.497 ---- ----- 251,497 

Ohio -------------- -----do----------- 6,7in,475--------------- 6.78~3.475

Oklahoma ---------- December 1938-- Z.109. 314 71,231 2.038.103
Oregon ----- January IM ---- 8,020.725 8,916, 399 2,110,326

Pennsylvania------- -----do----------- 89. 759.617 71. 545.301 18,214,316

Ithode lsland -- ----- do ----- 10.896.6217 9,293,286 1,603.351

South Carolina ---- July 1938 --------- 1,388. 90 595,147 793. 233 

South D)akota----- Jauvary 1939---- 216.894---------------- 216.894

Tennessee----------- January 1933i-- 7,69,1,722 6.144.192 1,107,530
Texas ---- -- do----------- 13.3513.029 9.343.884 4,0o12.14.5
Utah ----- -do ----------- 3.18F5,815 2,4411.1300 724.515 

Venon.. - d----------1.6.0 2.1 64.4957
Virginia--- - do----------7,276.865 5,635,'888 1,84.172, 62 418  Washington .Jnary 1939---- 2,622.418 ----------- Z~
West Jaur 1isna938.--- 13,446,408 12.065.373f 1,381035
Wi1~sconsin-----July 1936------ 10,868.157 9,407.697 1,460.460

Wyoming------Janua?y 1939 -- 514,589----------------8614,859 


I'Does not Include $2,148,827 paid prilor to January 1938. 
As of April 30. 1939. a total of $1,270,370,000 was available for 


benefits In all the States (as.e table 9). This sium represents the 

total of moneys deposited In the unemployment trust fund, held 

by the States pending deposit, and withdrawn by the States pond-

ing benefit payment. Of this amount, $1,118,120,000 was available 

for benefits in those jurisdictions actually paying benefits. The 

reserves at this time would be about $225,000,000 less If all States 

had started the payment of benefits In January 1938. Since over 

half the States did not begin payment until later, their reserves 

were built up at a faster rate than originally anticipated. This~is 

evident from the fact that In the States which did pay benefits In 

1938. about 82 cents were paid out In benefits for each dollar col-. 

lected In contributions for the same year. Benefit payments would 

have been Increased further, and the available reser-ves reduced to 

the same extent, if the system had been In operattion for several 

years. so that workers couid have built up larger wage records, 


ThABLs 9--Compartson of funds available for benefits as of Apr. 30,

1939. and as of date benefits first became payable 


- ________-

Resere ac-help 

count when Fnsa Percent in-is s ofl]beeis al Apr.(e~si or de-Saebecaeft payt-bl a of3 cpreas In ye-
able serve account 

+ I
Total. all States ----- -$585, 920, 80 $1,270,371,W00 +2. 

Alabama -------------------- ---. 8,838,347 5,923.000 +LO
Alaka -------- ------------ ------ 884.607 917,000D +3.8 
Arizona ---- ------------------- - 2,013.8566 2,29O.00 +14.1
Arkans ss-- ---- - 6-- 6,042. 000 +13.8- -- ,309.341

Caioi.,~---------67.1-72,761 M 48.00 8 8

Colorado---------------- ------- -- 8,944,314 9.771.000 +9.2 

Connecticut------------------- ----- 18,104,439 2D.819.000 +36.0 

Delaware--------------------------- 3,915,184 4,610,000 +15.2

Dirtrict of Coi~lhibiS ---------------- 8B.893,882 12,674,000 +116.0 


Fl r d .9.870,515 1Z.135.000 +22.9
Georgia - - .------ -----	 15,501,562 17,729,000 +14.4

-H---- -- 3.249.683 3.917,930D +2D 5
Id h : .~ 3.00i6.78 2466. ODD -18.0 

n ---disnais (') 146,112.000 ('1
Indian: . 7 On 62 27,110.000 -140.I 

,9M 1, 25, 
KIt&ky 8930,338 21,297.000 +1'5 

- - ---- 7.6591.64 I&OK 0wo +gz 

10w- 746 	 1D:14.4 

Maie &75& 947 z.8800o -2&3 
M ary is d 9.057.378 12.682.000 +39.8
Massachusts~, 	 41.775,282 9,282,000 +41.9 

a3,293.4 47,6509. OW -24.9
Minsoa- - --- 11.923.982 16.667. 000 a~ 
MiispL2916,295 	 3.198,00 .123.14

Missouri----------------.:-------4,035.739 40,9060 +187 
'Benefits become payable July 1933. 

Nebraska---------------$7,081,592 8.297,000 )1.
Nevada------------------1,528,247 1,670.000 QNe5lnphr. 	 ,4.9 ,8890 41.New Hersey r---------46,27,6390 	 47,276,000 4I 
New Mesico---------------Z 458,817 2,624.000 +6.7
New York--------------- 93. 362,706 154.082,0ODD +00.6 
North Carolina - -------------------	 9,412.835 13.174,000 +40.0
North Dakota. .. 1,887,2G8 2,001,000 +6.5o11i0------------------------ 97,884,134 IO9.814,00+2.kahm - - - - 1,6180 179e .1-02Orlahoma-------- ----------------- -5 ,855,276 62,177,000 +.
 

7enyvnL,,.,. 76.429,033-15
0,29, 642 
hd- . - ,9925 ,8.00-.5 t& 

South Caoln..2..... 	 7.210 a,86K 000 +3&.6
Smith 	 Isoa.,- 2,289000 +14.8, 977,066 
Trenn~ese--------	 7,775,930 10, 449,00M4.4 
Txq----Tea------- ------------------- 19, 752.701 18,693,488 46.
Uth21010 	 ,49 +1.0a
Vermnt0,412108th----------	 2,241.000 +61.5
Vurmonts------ - ------ - -----------. 3412,109 23.291,000 +0.21
Vigiian----	 18,8590,97 325,76000 +4.43 
West Virginta.--.. 10,199.770 9,271,000 -2.1I
W~iscnsin 	 '1--30,282,099 41.78q.000 +36.0
Wyoming -- -.	 0129--52,-0

4129 z A0) & 

1As of end of December 1937. Blenefits first payable July 1936 

However, while the reserve funds of most States are In a stronger
position at the present time than when benefit payments were first 
begun, this is not true for all States. There were 13 States In which 
benefit payments during 1938 were equal to or in excess of the 
amounts collected In contributions from the date benefits were first;
payable. In one State the benefits paid out were nearly three times 
the contributions collected during the period benefits were paid.

The year 1938 was a year of substantial unemployment, and most
States are now rebuilding their reserve funds for future benefit pay­
ments. Yet the uneven charater of unemployment Is shown by

the fact that three States paid out benefits during the first 8 
months of 1939 In excess of the contributions collected, 

Elconomic resources and unemployment are not of equal magni­
tude in all the States. Different problems and varying standards 
are, therefore, to be expected In the various State unemployment
compensation systems. While benefit standards In all States are 
still not fully adequate to meet the problem of unemployment,
those In some States are more inadequate than In others. At the 
same time, some States have accumulated considerable reserves. 
and there Is demand from these States for a reduction In the un­
em~ployment-compens~ation contributiens. Caution must be exer­
cised, however, In attempting to remedy these inadequacies and 
inequalities before sufficient experience is acquired. The Federal-
State program 9f unemployment compensation is the only existing 
permanent Federal program aimed at meeting part of the unem­
ployment problem, Consequently 	It must not be viewed as tempo. 
rary legislation. Proposed changes in the unemployment-compensa..
tion program must be tested In 	 terms of both present need and
future Justification. 

In considering the provisions and the experience of the State laws,
the cornmittee's objective was to make such changes as will best 

to relieve industry of any unnecessary burdens and to provide 

the unemployed with more adequate benefits. Moreover, the corn­mlttee earnestly sought to keep any suggested changes within theframework of the present Federal-State system. This the corn­
mIttee has done by developing a plan, after very careful study,

whereby the present taxes for unemployment compensation may be
 
reduced In those States which can afford to maintain a certain

benefit standard. No drastic change in the basic pattern of the 
State laws is required, and each State may decide for Itself whether
It. will take advantage of the plan. 

AE- ISEDT1NPN 

In accordance with this plan, the present binl proposes to amend 
the Federal tax provisions so that States which have built up a cer­
tain reserve and meet minimum benefit standards may reduce their 
present rate of contributions on a uniform basis, All States now
have a basic contribution rate of 2.7 percent or higher.

A sufficient reserve, as a condition for the allowance of reduc­
tions in State contribution rates, Is defined in the proposed amend­
ment as not less than one and a half times the highest amount 
paid into the State unemployment-compensation fund with respect
to any one of the 10 precedlng years. or not less than one and a 
half times the highest amount of compensation paid out of the 
State fund within any one of the 10 preceding years, whichever 
amount Is the greater.

The minimum benefit standards which the State must meet if 
It desires to reduce Its general contribution rate below 2.7 per­
cent are as follows: 

1. At least 18 weeks of benefits within a period of 52 consecuttve 
Weeks or one.-third the Individual's earnings. whichever Is les.

2. A waiting period of not more thian 2 weeks In any 52 Con­
sective weems 

I 
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8. Weekly b:eneit rates averaging at least 60 percent of full-time of certain Federal Instrumentalities such, as national banks and 

weekly earning With a $5 minimum benefit and a maximum State bank members of the Federal Reserve System. This amend-
benefit of at least $15. 	 mnent would bring about 200.000 additional persons under the 

4. PartIal benefits for Individuals whose weekly earnings fall unemployment-compensation program, provided the States amend 
below 	 their benefit rate for total unemployment, their laws accordingly.

Thle amendment for the proposed horizontal reduction plan Provision is made in section 902 (h) of the bill pranting relief 
would go into effect Immediately. State legislatures now in sea- to taxpayers and States In those cases In which the highest
sion which will adjourn before final adoption of this bill might court of a State has held contributions paid under the State 
anticipate Its enactment and pass the necessary legisatlon to~ unemnployment-compensatuon law for 1936 or 1937 not to have 
enable the Governor or the State unemployment-compensation been validly required under such law. This provision Is to take 
agency to -take advantage of the plan. In other States special care of the situation In North Carolina where the State supreme
sessions wcu~d have to be called If Immediate advantage is to be court recently held that the provisions of the State law requir­
taken of the reduction In the taxes. While the reduction In the Ing contributions for 1936 were Invalid because they were retro­
tax rate Cannot go Into effect In the State until the minimum active. The effect of the proposed amendment is to enable North 
benefit standards are also provided, the State may compute the Carolina -to keep about 83.000.000 In its reserve fund for use In 
reserve necessary to meet the requirements as of any time within the payment of unernployment-compenlsatlon benefits. 
27 weeks before the reduced rates and the minimuml benefit Other changes affecting unemployment compensation are: 
standards are made effective. This gives aill States a retroactive 1. Authorization Is given to the States to make their unem­
period Of slightly over 6 months In which to select a date for ployment-ccmlpensation laws applicable to services performed on 
computation of the necessary reserve. It should be noted that a land or premises owned, held, or possessed by the United states 
State may select such a computation date prior to the 'effective Government. such as services performed as employees of hotels 
date of this bill, 	 In naticnal parks. Congress has already enacted a statute giving 

It Is estimated that this proposed amendment may save em- the States authority to apply their workmen's compensation laws 
ployers between 8200.000.000 and 8250.000.000 durIng the calendar to such employees. 
year 1940. The exact amount will depend upon how many States i 2 . The language excluding State Instrumentalities Is defined as 
take advantage of the plan, the dates upon which th reucios old-age Insurance so that the exemption applies only to an

tak heamontofthenepac, ad cntrbuio raestins Instrumentality wholly owned by the State or political sub­
tallexacepndtheboutnfive Sttes will probarblythav rts.~c e division, as well as those exempt from tax under the Constitution. 
seUvesceso asboutak adveSantaeso the hroriblontalereuction r- 3. As in old-age Insurance, the deffialtion of "wages".Is amended

soetimSOaduringt1940.fupont ae 	 theoeffectivedacteiof plan so as to exclude from tax the payments made by an employer
soetmedrig 94.Dependlng upnteefciedt fthis on account of a retirement. sickness, or accident-disability plan.

bill. It may be pessible that some Scates will wish to take ad- or for medical or hospitalization expense In connection with sick-
vantage of the proposed plan and provide for the reduction of ness or accident disability. Dismissal wages, which the employer
contributions late this year. This might result In a tax reduction Is not legally required to pay, and payments by an employer of 
Of as much as an additional *100.000.000 In 1939. 	 the worker's Federal insurance contributions, or a contribution 

OTHER UNEMPLOYaSENT COMPENSATION CwsNGom required of the worker under a State unemployment-compensation 
Under the proposed State-wide reduction plan, described above, law are also excluded from tax. 

employers would still be allowed to obtain their full 90-percent 4. Provision Is made, as In old-age Insurance, for the axemption
credit against the Federal pay-roll tax. The Federal tax Would of foreign governments and their Instrumentalities from the un­
remain at 3 percent, but additional credits would be provided for employment-compensation tax,
all employers in States which were in a position to reduce their 5. The law Is changed with respect to services c: an employee
contribution rates below 2.7 percent. performing both included and excluded employment for the same 

This State-wide reduction plan would not alter presen iniiul eployer so that the services which predominate In a pay period
expriece-atng maegneridal 	 The samerovsins.TheStaeswhih cul determine his status with that employer for the period. 

tax reductions after building up the necessary reserve fund and provisionmisimadeting r aigconneciondwithuaold-age insurane.c 
raising their m~nimum benefit standards, might still allow further 6.ovThen ameri clraing r"idvdulepoyrepeine ag
contribution reductions to Individual employers with favorable em- prvsosrelaied
ployment experience. Saewhcdinometheew in um 7. A provision has been Inserted requiring the State laws to pro­

beeftstndrs trehse fund InaequteMiniuld vide for the expenditure of Federal grants for the admin-Istration ofrerv wasmetth
beneitorwhoetanardrserv fud ws iadeuat. culd their unemployment-compensation laws In accordance with the

continue under their present laws, with or without individual em- 'Federal act and requiring the replacement of any moneys lcst or 
ployer experience rating systems, -provided they maintained con- exended for other purposes.
tribution rates, producing a total amount equal to 2.7 percent of 8. Extension of time Is given for the all owance of credit against the 
the taxable pay rolls. The bill provides that the provisions with Federal tax In cases where the employer has paid his State tax onl 
respect to maintenance of the average 2.7 percent will not go into time but has paid It to the wrong State. 
effect until January 1. 1942. with respect to a pooled fuinds or to 9. The time Is also extended In those cases where taxpayer's assets 
a partially pooled account or to a separate reserve account. Those are In the custody or control of a receiver, trustee, or other fiduciary
States which do not wish to take advantage of the horizontal re- under the control of a court, 
duction plan but wish to maintain the individual employer experl- 10. The "tax on employers of eight or more' now contained in 
ence-rating system would do So Without having to make any legis- subchapter C of chapter 9 of the Internal Revenue Code (formerly
lative changes at this time, title IX of the Social Security Act) Is given the short title "Federal 

Further saving to employers would be effected by, the proposed Unemployment Tax Act., 
amendment pranting relief to employers who paid their State un- PUBLIC ASSISTANCEc 
employment-compensation contributions for the years 1938. 1937, The committee has Included In the binl several amendments de-
and 1938 too late to qualify for the Federal credit. Employers who sindtlbeazendcrfyxsigFdrlpovinsocrig 
pay their delinquent taxes for these years before the sixtiethealz 	 adcarf eitigFeea podays ocenn 

eactentof woldecivtetfulaftr te hee aendent 	 crdit public assistance and to simplify the administration of the State 
agains thei Fnctederal taxeseforn1936.s1937,dand c1938.fTllswould plans. No fundamental change in Federal-state relations Is proposed.

agaist hei 196, 937.and193. Ths wuld Increase In prants for old-age assistance:foFedraltaxs 	 Under the present law 
amount to an aggregate sum of about *15.000.000. Further the pro- the Federal Government reimburses the States for 60 percent of their 
visions as to loss of credit on account of future delinquency would ass' tance payments to the needy aged up to a manximum of 830 a 
be relaxed by (1) increasing from 60 to 90 days the mnaximum month for each person aided. This means that the Federal Govern- ­
period for which the Commissioner of Internal Revenue Is per- nient does not pay more than 815 toward the assistance provided any
mitted to grant an extension for the filing of Federal tax returns, aged person In any month. The bill Increases the $30 limit to $40 
and (2) by providing that employers who pay their taxes after so that the mranxi-mum Federal grant per aged person Is increased from 
January 31 but before July 1 next following the close of the taxable $15 to *20 per month. This amendment Wil allow the States to lib.. 
year would lose only 10 percent of their allowable credit. eralize their grants to needy aged persons if they so desire. It Is eats-

Another of the amendments would resulrt In a saving to employers meted that the cost of this change to the Federal Government will 
as well as In considerable simplification of reporting Procedures, be about *5.000.000 to $10,000,000 per year. depending upon the 
This is the amendment to limit unemployment-compensation taxes extent to which the States take advantage of the new proposal,
to the first $3,000 of Annual wages. Such a limitation already exists Liberalization of aid to dependent children: At the present time 
In the case of old-age insurance and there are distinct advantages the Federal Government contributes only one-third of the payments 
to providing a uniform tax base for both programas. It is estimated made by the States to dependent children as against one-half in the 
that this new limiltation would result In a saving to employers of case of the aged and the blind. As a result, there are still eight
about $65.000.000 a year. States In addition to Alaska which are not participating In this pro..

Again in the Interests of simplification and uniform reporting, gram, and in many of the States that are participating the level of 
the present bill proposes to change the tax base for unemploy- assistance for dependent children Is lower than that for the aged and 
ment compensation from "wages payable" to the "Wages paid' the blind. The eight States are Connecticut, Illinois, Iowa, Ken-. 
definition used in old-age Insurance. tucky. Mississippi, Nevada. South Dakota, and Texas. The average

Many of the same changes In coverage are provided In this bill amount of aid per dependent child is about $13.50 per month Com­
with respect to unemployment compensation as have already pared with $19.50 for old-age assisance and *23.25 for blind persona
been discussed under old-age insurance. The cases involving The rapid expansion of the program for aid to dependent 
taxes of small consequence, which would be exempt under old- children In the country as a whole since 1935 stands in marked 
age Insurance, would also be exempt from the Federal Unem- contrast to the relatively stable picture of mothers' aid in the 
ployment Tax Act. The agricultural labor exemption is defined preceding 4-year period from 1932 thrOUagh 1035. The extension 
and extended as In-old-age Insurance. The bill proposes to extend of the program during the last 3 years is due to Federal contriba­
coverage to one of the groups now excluded, namely, employees tions which encouraged the matching of State and local tunds. 
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Furthermore, many States have liberalized their laws by adopting 
a broader definition cf the term "dependent child," by iiberaliz-
Ing the amounts that may be granted to needed cases, and by 
relaxing requirements relating to residence. At the close of 1935, 
aid was received by 117.000 families In behalf of 286.000 children. 
In May 1929 payment for aid to dependent children was being 
made to about 695.000 children In 287,000 families under plans 
approved by the Social Security Board. During the calendar year 
11,38 nearly t95.000.000 was spent by the Fcderal. State, and 
local governments for aid to dependent children under plans ap-
proved by the Board. The number of old people now being aided 
through Federal grants Is nearly three times as large as the 
number of dependent children being aided . But the actual num-
her of dependent children in need of assistance Is probably fully 
as large as the number of needy aged now receiving assistance, 

The bill makcs two changes, effective January 1, 1940. designed 
to expand aid to dependent Children. They, are as follows: 

1. The Federal matching Is Increased from one-third to one-
half. This will enable the States to give aid to many additional 
needy children. There are at the present time about 165.000 
children In 71.000 families who have filed applications In the 
States for aid and many more who will be eligible for aid when 
tbcse additional funds become available, 

2. The age limit for Federal grants is raised from 16 to 18 if the 
State agency finds that the child Is regularly attending school, 
This will enable moat children to finish high school. Six States 
already provide aid to Children up to the age of 18, and 6 addi-
tional States have the necessary legislation to take advantage
of this amendment immediately. It is estimated that about 100,000 
additional children may obtaln aid by virtue of this change, pro-
vided all States amend their laws accordingly.

It is estimated that the present State programs, when amended 
in accordance with the provisions of this bill will enable the States 
to provide monthly benefits for at least 1,000.000 dependent
children or over 300,000 more children than are being aided at the 
present time, 

The additional cost to the Federal Government of these two 
amendments is difficult to estimate due to the fact that the 
amendment-s are effective only at such time and to the extent 
that the States match the Federal funds. The additional costs of 
these amendments for, assistance to children is estimated at about 
$30,000,000 to $50,000,000 per year. Some of this cost will be off-
set In future years because of the Widows' and orphans' benefits 
provided under the Insurance plan. In any case, our obligation to 
provide care for the children of today who will be the parents of 
the next generatlon is one which must be met. The amendments 
recommended to both the Insurance and the assistance titles 
are part of a common program to promote the security of the 
family and the home. 

Administrative amendments: The bill alters the method by which 
the Federal Government shall settle with the States whose laws 
provide for a recovery from recipients or the estates of recipients of 
old-age assistance. At present these States must actually draw a 
check to reimburse the Federal Government for its share of any 
amount so recovered. The new plan provides adjustment in the 
amount of the Federal grant on account of the Federal pro rata 
share of any amount so recovered by the State. Any amount which 
the State spends on funeral expenses ,(in the case of aged or blind 
recipients) is considered In making the adjustment. The new plan 
of Federal-State settlement is applicable In all three assistance 
programs, whereas existing law affects only old-age assistance. 

The purpose of all three assistance programs Is further clarified 
by inserting the word "needy" In the definitions of those who may 
receive old-age assistance, aid to the blind, or aid to dependent 
children. A closely related clarifying amendment is applied to all 
three ass!stance titles and provides that the States, In determining 
need, must consider any other income and resources of individuals 
-claiming assistance, 

The only other important amendment affecting the public-assist-
ance titles is one which requires that the States, In order-to receive 
Federal grants, must provide safeguards to restrict the use or dis-
closure of Information concerning applicants and recipients to 
purposes directly connected with the administration of the plan. 
All three assistance titles would be thus amended, the obvious 
purpose being to Insure efficient administration and to proect 
recipients from humiliation and exploitation. 

vOcATIONAL REMABI[LI'TATION 

The basic act providing for the vocational rehabilitation of per-
eons disabled In industry or otherwise was passed by the Congress 
in 1920. The purpose of this act Is to assist physically disabled 
persorns. through guidance, medical and surgical treatment, artificial 
appliances, retraining, placement, and other essential services in 
entering or returning to suitabie employment In order that they 
may support themselves and their dependents. 

For carrying out Its purposes the basic Vocational Rehabilitation 
Act authorized the appropriation of 61.000,000 annually to be 
allotted to the States on the basis of their population with the 
stipulation that, to receive its allotment, a State must accept the 
provisions of the F7ederal act and match Its expenditures from 
Federal funds dollar for dollar with State funds, 

The basic act was not a permanent and continuing one but was 
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which, when matched by State funds, makes available for rehabill­
tatlon purposes approximately $4.O00,COO annually.

Few people are aware of the size of the problem of the physically 
disabled and its social and economic significance. Recent surveys
by the United States Public Health Service and by a number of 
State rehabilitation departments show that at any one time at least 
30 nersons In each 1.000 of the general population are phyalcally 
disaoled. On this basis there are in this country nearly 4,000.000 
physically, disabled persons.

Each year in the United States at least 800.000 persons became 
physically disabled through industrial, home, automobile, and other 
accidents, and diseases, such as arthritis, tuberculosis, and heart 
trouble. The experiences of the State rehabilitation departments 
show that not all of these persons are disabled to the extent that 
they are unable after convalescence to enter or return to employ­
ment. About 67 percent are able to make their own employent ad­
justment. The remaining 33 percent require rehabilitation service 
to aid them to engage in remunerative employment. 

Disabled persons who require assistance in their employment ad­
justment fall into three major groups:

1. Those who through training and other rehabilitation services 
can be returned to regular lines of competitive employment. This 
group comprises 60.000 persons annually.

2. Those whose disabilities are so serious that they cannot be re­
stored to competitive employment but can be trained in small 
busIness enterprises or In sheltered workshops, This group num­
bers about 150.000. 

3. Those who are so disabled that, if they are to be employed at 
all, they must bp/provided with suitable work In their homes. This 
group Includes approximately 50.000 persons annually. 

The first group (60,000) described above constitute the most 
pressing problem. Practically all of this group could and should 
be rehabilitated to complete self-support.

Experience of the States shows that It costs an average of 6300 
per case to rehabilitate a disabled person. On this basis the present 
program, with maximum efficiency In the expenditure of funds, 
cannot be expected to rehabilitarte more than 12,500 persons per 
year. Thus each year 47.500 of those who could and should be made 
self-supporting cannot be rehabilitated because of lack of sufficient 
funds. 

The cost of maintaining a dependent person In Idleness averages 
about $500 per year. The maintenance of 47.500 disabled persons
(of the 60.000 who could and should be rehabilitated to complete 
self-support in competitive employment) Is now costing someone-
relatives, communities, or the State and Federal Governments­
$23,750,000 per year. The expenditure by the Federal and State 
Governments of $300 each for their rehabilitation would not only 
obviate the enormous annual cost of maintaining these persons In 
Idleness. but would on the basis of 20 years' experience in reha­
bilitating the disabled, Increase the economic income to the NatIon 
by some $47,500,000 per year.

Obviously It would not be wise to appropriate at once funds 
sufficient to meet the whole vocational rehabilitation problem. It 
would appear, however, that a substantial. Increase over the pres­
ent amount could be efficiently absorbed and would be a wise. 
Investment of public funds. The machinery for rehabilitating the 
disabled.is; already In existence. Hence, any additional funds pro­
vided could be used entirely for services to those Who at present 
Cannot be served.- . 

The committee .ias recommended, therefore, an increase of 
61,000.000 In the authorization for vocational rehabilitation. The 
various States are now raising nearly $600,000 per year In excess 
of the amount matched by the Federal Government. Conse­
quently. the additional authorization will permit the matching of 
these amounts and allow for additional funds to be matched by 
the States so that the total amounts available for rehabilitation 
purposes will be about $6.000.000 per year. Table 10 shows the 
allotment of Federal funds under the present act and under the 
committee's recomntendatlonl, 
TABaz 10.-Allotments to the States of rehabilitationfund~s on the 

basi~s of the present authorization of $1,938,000 and on the basis 
ofa autheorzationof $2,938,O00 

ai Undoraainno Underizatn 
statetbori000o of 2,935,atoo 

- l~ . -....... . . ........... $40,913 $63,075 
Anitons ------------ ----- ----- 210.000 10. 132 
Arkansai ---------------------------------- 28, M7 44,283 
California --------------------------------------- 587,774 135. 320 
Colorsdo--- --------.------------------- 18,014 24.689 

FnDela e ----------------------
Georgi----------------------44,
Id2-- - - -

Illnois___ _-.--... ----­

Indian -- ------
Io ---a 
Kentucky..------------------------ ---

Louisiana ----- ---------------------
n-the. 

'310,024ws--------------------1,000
1-. 540,959,7000 

967 09,326 
- -10,000 10,608 

117.975 151,880 
3-------- 78,1912 
298.22 48,53 
40,42 ~CZ 32 

-- 32,492 5%0903 
. 12,3299 9.00 

vocational-rehabilitation program was incorporated as aMarro y -------------------- 4s 108,2R2 

the social-security program. Under the Social Security Act the vo- 'Bas~ic actprovides thaitno6Stateshallreceive less than S10,. The "rmlnmusmx 
cational Rehabilitation Act Was made permanent, and the authori- tesiwould share in increased appropriation Iini h~nsinstanes Wb&,rl oitlteai o5 
zaftion for appropriations was Increased to 4;1,oa0oo annually, population bashs would exeed $10,00. 
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TABILE IO.-Allotments to the States of rehtabilltationfunds on th~e Subsection (a) of section 3 is amended so that Its provisions will 

basis of the present authorizationof $1,938,000 and on the basis conform with section 1 of the Social Security Act which authorizes 
01 an authsorization of $2,938,000-Continued appropriations to enable States to furnish financial assistance tO 

needy aged Individuals and Increases the amount up to which the 
Under au- Under au- Federal Government will contribute one-half from $30 to *40. 

State thorizationof thorivitionof Subsection (b) Is amended so as to provide that the Board In 
1i.938,000 $2,038.100 making grants to States shall reduce the amount to be paid to any 

______________________________State for any quarter by a sum equivalent to the pro rata. share to 
Michi~a--------------------------i~ ~ 19 hich the United States is equitably entitled as determined by the 

'Minnesota--------------------------------------- 39 $1 115, Board of the net amount recovered during any prior quarter by the 
M.rss~ssippi --- --------------------------------------- 131,073 47103 State or any po'itlcal subdivisionthro with respect to old-age 
,.1Iissaur - -------------------------------------------- 56.112 Ko50, assistance furnished under the State plan. 
M.onta".a ---------------------------------------- 10.0(0 1lZ614 The provision will Include all recoveries made with respect to old-
Nebraska --------------------------------------- 21,304 132844 age assistance furnished under the State plan such as for example
Nevada----------------------------------------- 10.000 '10,000 recoveries from the estates of recipients, payments under MiS-
New Hampshire---------------------------------- 10.%000 11.090 tkec 
New lersey-------------------------------------- 62.482 K6127 tk.ec 
New Mexico------------------------------------- '110.000 10.090 A proviso eliminates for the purpose of determining the amount 
N~cw York -------------------------------------- 194.620 1(6,043 Of the offset, any amount recovered from the estate of a deceased 
North Carolina ----------------------------------- 49.015 75.565 recipient, not in excess of the amount expended by the State for 
North Dakota------------------------------------ 10, 526 16. 22S the funeral expenses of such deceased recipient in accordance with 
Ohio ------------------------------------------- 10O2,762 118,427 the State public-assistance law upon which the State plan is based. 
Oklahoma --------------------------------------- 37. 044 57.111 Seto10:Tiscinam dseton oasocnfrIs 
Oregon------------------------------------------ 14.746 12.734 Seto10:Tiscinam dseton8oasocnfr is 
Pennsylvania------------------------------------118.907 229 5G8 provisions with section I of the act, which authorizes appropria-
Rhode Island ------------------------------------ 10, 629 16,387 tions to enable States to furnish financial assistance to aged needy
South Carolina ----------------------------------- 26. M2 41.444 individuals. 
South Dakota------------------------------------ 10.712 16.514 T~zI-azne~r OTTEI w~ oiLSCRT c 
Tennessee --------------------------------------- 40. 454 65.367 TrE1-~zBET oTTr31o H oiLSc~r c
 
Texas------------------------------------------- 00.054 138.835 "MEDEALOLD-AGE AND anaVrVOU INSURANCE DENM"IT
 
U~sta------------------------------------------- '10,000 1Z 10,5
'Vermont---------------------------------------- '110.000 .1,os This title amends title III of the Social Security Act. It revises 

443Virginia----------------------------------------- 137, 57.726 and extends the present provisions for old-age Insurance benefits. 
Washington-------------------------------------- 24.171 37,264 It includes benefits for qualified wives and children of Individuals 
West Virginia-------------------------------------- 26. 735 41.216 entitled to old-age Insurance benefits and for qualified widows, 
Wisconsin--------------------------------- 4543 70,05~3 children, and parents of deceased individuals who, regardless of 
Wyoming---------------------------------------- 5.0,0 *000 age at death, have fulfilled certain conditions. It also provides a 

Hawii----------------------------------- -_ 5,00 5100 lump-sumn payment on death where no monthly benefits are then 
Total -------------------------------------I1,3. s.000 Z 938,000 payable. The amendment also advances the date for initial 

_____________________________ - _______- _______ monthly benefit payments from 1942 to 1940. A Federal old-age 
IHawaii, Puerto Rico. and the District of Columbia receive their allotments under and survivor Insurance trust fund is established under the amend-

special act, except that Hawaii received $5,000 additional under the Social Security ment, and provision is made for a board of three trustees to manage 
Act, the trust fund. A number of administrative changes are made, and 

Am To PUERTo Rico there Is provision for judicial review of decisions of the social se-
At the present time the act does not extend to Puerto Rico. curity Board with respect to benefit rights. A detailed explanation 

The bill extends coverage to Puerto Rico for the purposes of titles of title II as amended follows. 
V and VI of the Social Security Act (grants to States for maternal FEIIERAL OLD-AGE AND0SURM~OR InSURANCE TRUST FUND1 
and child welfare, vocational rehalbilitatIon, and public-health Section 201: This section creates a Federal old-age and survivor 
work). insurance trust fund In place of the present old-age reserve ac-

GENERM. count, which is abolished by these amendments. The trust fund 
Two amendments of a general character have been recommended is to be held by a board of trustees composed. of the Secetary of 

by the committee. These fare: the Treasury, the Secretary of Labor, and the Chairmann of the 
1. An amendment to prohibit the disclosure of information Social Security Board, all ex officio. Amounts equivalent to 100
 

obtained by the Board or Its employees except under certain percent of the taxes received under the Federal Insurance Contri­
restricted conditions related to proper administration. butions Act (formerly title VMI of the Social Security Act) are 

2. Penalties are provided for certain frauds and for impersona- permanently appropriated to the trust fund, and old-age and siTar 
tion in securing information concerning an Individual's dlate of vivor insurance benefits will be paid out of the fund. These 
birth, employment, wages, or benefits of any individual, amendments will clarify the relationship between contributions 

orT~x Rnzunder social-security program the form and the 
ExLANSHORT53TIONOTH ssource of benefit payments. 

SHORTTITLESection 201 (a) creates the trust flund and provides that the 
Section I of the bill provides that the act may be cited as the fund shall consist of (1) the securities held by the Secretary of the 

'Social Security Act Amendments of 1939." Treasury for the present old-age reserve account, (2) the amount 
Tr= I-AmENDmENTs To Trrz I or TiEs SocisAL Sxcumnrr AcT standing to the credit of such account on January 1. 1940, and 

ESnHNEQ17MEMENTS O H (3) amounts equivalent to 100 percent of the taxes received uinder 

D~r~im EPLAA~to the in of taxes 

IN TTCODAEASSAC5LN 
FOR HE TAT ITANE the Federal Insurance Contributions which are permanentlyOL-AOEA ~ Act,

Section 101: This section amends section 2 (a) of the Social appropriated to the trust fund. 
Security Act. Section 2 (a) sets out In clauses (1) through (7) Section 201 (b) creates a board of trustees of the Federal old-age 
certain basic requirements which a State old-age assistance plan and survivor insurance trust fund to be composed of the Secretary 
must meet in order to be approved by the Social Security Board. of the Treasury, the Secretary of Lab-or, and the Chiairmagn of the 
Clauses (5) and (7) are amended and a new clause, numbered Social Security Board, all ex officio. The Secretary of the Treasury 
(8). is added. is designated as the managing trustee. The board of trustees cre-

The amendment to clause (5) merely makes It clear that the ated by these amendments is similar to the set-up In the Postal 
methods of administration of the State plan must be proper as Savings Act. The board of trustees, In addition to reporting an-

Thela pesfcent. matro lue()i ti n from sec- nually to Congress on the status and operations of toe trust fund. 
Tepeetsubject mteofcas 7istrkewill be required to report Immediately to Congress whenever the 

tion 2 (a) by the amendment and is treated in section 102 of board Is of the opinion that during the ensuing 5 fiscal years the 
the bill. The amended clause (7) is effective July 1, 1941. Under trust fund wIll exceed three times the highest annual expenditures 
this clause the State plan must provide that the State agency anticipated during that 5-fiscal-year period and whenever it is of 
Ehall, in determining need, take Into consideration any income and the opinion that the amount of the trust fund Is lunduly smaslL 
resources of an individual claiming old-age assistance. Thbis will Section 201 (c) directs the managing trustee of the trust fund 
make it clear that, regardless of Its nature or source, any income to Invest the surplus of the trust fund In interest-bearing obliga­
or resources will have to be considered, including ordinary, income tions of the United States or in obligations guaranteed as to both 
from business or private sources, Federal benefit Insurance pay- principal and Interest by the United States. Special obligations 
ments under title II of the Social Security Act, and any other baigitrs tart qa oteaeaert fitrs I 
assets or means of support. The committee recommends this bhearnpbintderet, atoaprtedeqal tofthe aeragfterateo nteresmont 
change to greater that limited thet public det, compted the ofligthencalen isemonthprovide assurance the amounts g ashof senda 
available for old-age assistance in the States will be distributed nex preeding the spcathe blgatonstareinssuddteus whend.Hwvr may 

biyamnthsaculyI edad na qial ai lon that such special obligations shall be issued only if the man-
as possibe. aging trustee determines that the purchase of obligations in which 

The new clause, numbered (8). also effective July 1. 1941. re- the trust fund Is permitted to invest on original issue or at the 
quires that the State plan must provide safeguards which restrict maktpieInoInheubcItrs. 
the use or disclosure of information concerning applicants and maret pice is not inuthoiespubli iaagnteret. utet eleua 
recipients tPrpe drtlCnncewihteamntrio obligations acquired by the'trust fund at the market price and to 
of old-ago assistance, redeem the special obligations at Par plus accrued interest, 

PAYMENT TO STATES FOR OLD-AGE ASSISTANCEC Section 201 (e) provides that the interest on and the proceeds 

Section 102: This section amends section 3 of the Social Se- from the sale or redemption of obligations held in the trust fund 
curity hAC. shall be credited to and form a part Of the trust fund. 
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Section 201 (f) sets up a procedure whereby the trust fund will 

be requ!red to pay the cost of administration by the Social Security 
Board and the Treasury of the old-age and survivor insurance 
system. Monthly, the managing trustee will pay from the trust 
fund Into the general fund of the Treasury the amount which 
he and the Chairman of the Social Security Board estimate will be 
expended during the month for the administration of the system.

Section 201 (g) provides that the trust fund shall be available 
for making benefit payments required under title II of the social 
Security Act. 

OLD-AGE AND suavrvoa flNSURANCE EENEFTr P'AYMENTS5 
Primary insurance benefits 

Section 202 (a): This subsection provides, for aged Individuals. 
monthly "primary insurance benefits" (computed under sec. 209 
(e)), which are based on an individual's "average monthly wage"
(see sec. 209 (f) ). These benefits are payable to an Individual for 
each month until his death, upon condition that he (1) is at least 
65 years of age. (2) is a fully Insured Individual (defined in see. 
209 (g)). and (3) has applied for them. Primary Insurance bene- 
fits aie payable beginning with the first month In which the indi-

vidal ecoes avig mt cndiion (2).1ligbleforthm, ().
and (3) above. All of such conditions may be met in a single
month, or part in one month and part In another month or 
months., r n 

The first month for which a primary insurance benefit or0 Any
other benefit can be paid under section 202. is January 190 Al 
benefits under section 202 are payable as nearly as possible In equal
monthly installments, but a benefit for a particular month is not 
necessarily payable within that mouth, 

wife's insurance benefits 
Section 202 (b): This subsection provides for monthly "wife's 

insurance benefits" for an aged wife (defined in sec. 209 (i)) whose 
husband is living and Is entitled to "primary Insurance benefits" 
under subsection (a). The purpose of these wife's benefits, which 
are based on the wages of the husband, is to assure the wife of a 
monthly amount equal to one-half of the amount which her hus-
band receives as a monthly primary Insurance benefit. A benefit 
is payable to the wife for each month, upon condition that she 
(1) Is at least 65 years of age, (2) has applied for the benefits. (3) 
was living with her- husband at the time of filing such applica-
tion, and (4) Is not herself entitled to a monthly primary Insur-
ance benefit which Is equal to or greater than one-half of a 
monthly primary insurance benefit of her husband. 

Benefit rate: A wife's insurance benefit for a month Is equal to 
one-half of the monthly primary insurance benefit of the husband. 
but if the wife Is or becomes entitled to a monthly primary insur-
ance benefit under subsection (a). which Is less than one-half of 
the monthly primary insurance benefit of her husband, then her 
wife's insurance benefit for the month In which she becomes en-
titled to such primary insurance benefit and for each month there-
after is equal to the difference between one-half of her husband's 
monthly primary insurance benefit and her mo~nt'lly primary
insurance benefit. 

Benefit period: Wife's Insuransce benefits are payable beginning 
with the first month In which the wife becomes eligible for them. 
having met conditions .(1), (2),- (3). and (4) above. All of such 
conditions may be met In a single month, or part in one month 
and part in another month or months. The benefits end when the 
wife dies, her husband dies, they are divorced, or she becomes 
entitled to a monthly primary insurance benefit under subsection 
(a) equal to or exceeding one-half of her husband's monthly pri-t 
mary insurance benefit. 

Child's insurance benefits 
Section 202 (c) : Paragraphs (1) and (2) of this subsection pro- 

vide for monthly "child's insurance benefits" for a child (defined 
in sec. 209 (k)) whose parent Is entitled to primary Insurance bene-
fits or whose deceased parent (regardless of his age at death) was a 
fully or currently Insured individual (as defined In see. 209 (g) and 
(h)). The purpose of these child's benefits is to assure the child 
of a monthly amount based on the wages of the parent or deceased 
parent. A benefit Is payable to a child for each month, upon con-
dition that the child (1) has filed application for the benefits (or
application has been filed for him). (2) wa', unmarried and had not 
attained age 18 at the time his application was filed, and (3) was 
"dependent upon" the parent at the time the application was filed. 
or. if the parent has died, was "dependent upon" him at the time 
of death.. 

Benefit rate: A child's insurance benefit for a month Is equal to 
one-half of the monthly primary Insurance benefit of the parent or 
deceased parent with respect to whose wages the child Is entitled to 
receive the benefit. In the case of the deceased parent, such pri-
mary insurance benefit Is the amount which such parent would have 
been entitled to receive If he had, before his death, met the condi-
tions for payment of a primary Insurance benefit under subsection 
(a). If there is more than one such parent or deceased parent, the 
child Is entitled to one-half of the primary insurance benefit which 
Is largest.

Benefit period: Child's Insurance benefits are payable beginning
with the first month in which the child becomes eligible for them, 
having inet conditions (1), (2). and (3) above. All of such condi-
tions may be met In a single month, or part in one month and part
In another month or months. The child's benefits end when he dies, 
marries, is adopted, or attains age I8. 

"Dependent upon" defined: Paragraphs (3) and (4) of section 202
(c) definie the term 'dependent upon.' as used in paragraph. (1). 
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As a child is normally dependent upon his father or adopting father, 
paragraph (3) provides that he shall be deemed so dependent unless, 
at the time the child's application for benefits is filed, or if such 
father or adopting father is dead, at the time of death, such indi­
vidual was not living with the child or contributing to his support 
and (A) the child is neithcr the legitimate nor adopted child of 
such individual, or (B) the child had been adopted by some other 
Individual, or (C) the child, at the time of such Individual's death. 
was living with and supported by the child's stepfather. 

As a child Is not usually financially dependent upon his mother, adopting mother, or stepparent, paragraph (4) provides that, for the 
purposes of paragraph (1). a child shaUl not be deemed dependent 
upon any such indIvidual unless, at the time the child's application 
for benefits is filed, or. if such individual is dead, at the time of 
death, no parent other than such mother, adopting mother, or step­
parent was contributing to the support of the child and the child 
was not living with his father or adopting father. 

Widow,'s inssurance benefits 
Section 202 (d): This subsection provides for monthly "widow'. 

Insurance benefits" for an aged widow (defined In sec. 209 (j
whOsehsad idafulinrdidvdal(fndine.
 
209 (g)). The purpose of these widow's benefits, which are based
 
on the wages of the deceased husband, is to assure the widow of 
a monthly amount equal to three-fourths of the amount to which 
her husband was entitled, or would have been entitled if he had, 
before his death, met the conditions for a primary Insurance bene­
fit under subsection (a). A benefit Is payable to the widow for 
each month, upon condition that she (1) Is at least 65 years of 
age. (2) has not remarried. (3) has filed application for the bene­
fits. (4) was living with her husband at the time of his death. 
and (5) is not herself entitled to a monthly primary Insurance 
benefit which is equal to or greater than three-fourths of the 
monthly primary Insurance benefit of her husband. 

Benefit rate: A widow's Insurance benefit for a month is equal 
to three-fourths of the monthly primary Insurance benefit of her 
husband, but, if she Is or becomes entitled to a monthly primary,
insurance benefit under subsection (a) which Is less than three.' 
fourths of the monthly primary insurance benefit of her husband. 
then her widow's Insurance benefit for the mortth In which she 
becomes entitled to such primary insurance benefit, and for each 
month thereafter, is equal to the difference between three-fourths 
of her husband's monthly prim~ry Insurance benefit and her 
monthly primary insurance benefit, 

Benefit period: Widow's Insurance benefits are payable beginning
with the month in which the widow becomes eligible for them, 
,having met conditions (1), (2), (3). (4), and (5) above. All of 
such conditions may be met In a single month, or part In one 
month and part in another month or months. Benefits end when 
the widow remarries, dies, or becomes entitled to a monthly pri. 
mary insurance benefit equal to or exceeding three-fourths of the 
monthly primary insurance benefit of her husband. 

Widow's current insurance benefits 
Section 202 (e) : This subsection provides for "widow's current 

Insurance benefits," which aire based on the wages of a husband 
who died a fully or currently Insured individual (as defined in see. 
209 (g) and (h)). The purpose of this subsection Is to extend 
financial protection to the widow regardless af her age, while she 
has in her care a child of the deceased husband entitled to child's 
insurance benefits. It provides assurance for such a widow, before 
she becomes 65 years of age, of a monthly amount equal to three-
fourths of the amount to which her husband would have been 
entitled if, before his death, he had met the conditions for a pri­
mary insurance benefit under subsection (a). When she becomes 
65 such widow, if her husband was a fully insured individual, will 
become entitled to a widow's insurance benefit under subsection 
(d). If her husband was currently (but not. fully) insured, she 
will continue to be entitled to her widow's current benefit under 
subsection (e) so long as there Is a child of her husband who Is 
entitled to receive child's insurance benefits. A benefit Is payable 
to the widow for each month, upon condition that she (1) has 
not remarried, (2) Is not entitled to receive a monthly widow's 
Insurance benefit under subsection (d) or a monthly primary in­
surance benefit which Is equal to or greater than three-fourths of a 
monthly primary Insurance benefit of her husband, (3) was living
with her husband at the time of his death. (4) has filed applica­
tion for the benefits, and (5) at the timne of filing such applicatin 
has in her care a child of the deceased husband entitled to receive 
child's insurance benefits. By "in her care" Is meant that she 
takes responsibility for the welfare and care of the child, whether 
or not she actually lives in the same home with the child at the 
time she files application.

Benefit rate: A widow's current insurance benefit for a month 
Is equal to three-fourths of the monthly primary insurance benefit 
of her husband, but, if she Is or becomes entitled to a monthly
primary Insurance benefit under subsection (a) which Is less than 
three-fourths of a monthly primary Insurance benefit of her hus­
band, then her widow's current Insurance benefit for the month 
In which she becomes entitled to such primary Insurance benefit 
and for each month thereafter, Is equal to the difference between 
three-fourths of her husband's monthly primary Insurance benefit 
and her monthly primary insurance benefit. 

Benefit period: Widow's current Insurance benefits are payable
beginning with the month in which the widow becomes entitled 
to them, having met conditions (1), (2),.(3). (4), and (5) above. 
All of such conditions may be met In a single month, or part In 
one month and part In another month or months.. The benefito 
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end when no child of the deceased husband Is further entitled to 
receive a child's insurance benefit, the widow becomes entitled to 
receive a primary Insurance benefit under subsection (a) equal 
to or exceeding three-fourths of a primary insurance benefit of the 
deceased husband, she becomes entitled to receive a widow's Insur-
ance benefit, she remarries, or dies. 

Parent's insurance benefits 
Section 202 (f): This subsection provides for "parent's Insur-

ance benefits" for an aged parent whose son or daughter died a 
fully insured Individual (as defined In sec. 209 (gi).) leaving no 
widow and no unmarried surviving child under age 18. The pu-
pose of these benefits, which are based on the wages of the son or 
daughter, Is to extend financial protection to the aged parent
'where the parent was wholly dependent upon and supported by
the son or daughter at the time such son or daughter died, and 
wh'ere no such widow or child survlvcs. It assures the parent, In 
such cases. of a monthly amount equal to one-half of the amount 
to which the son or daughter was or would have bcen entitled 
as a fully insured individual if such son or daughter before death, 
had met the conditions for a primary insurance benefit under sub-
section (a). A benefit may be payable to both a mother and a 
father of the same fully Insured individual. A benefit is payable 
to the parent for each month, upon condition that such parent
(1) has attained age 65, (2) was wholly dependent upon and sup-
ported by the son or daughter at the time of the son's or daugh-
ter's death and filed proof of such dependency and support within 
2 years of the date of such death. (3) has not married since such 
death. (4) Is not entitled to receive any other monthly Insurance 
benefits of any kind or is entitled to receive one or more of such 
monthly benefits, the total of which is less than one-half of the 
monthly primary Insurance benefit of the deceased son or daughter,
and (5) has filed application for parent's insurance benefits. 

Benefit rate: The parent's Insurance benefit for a month is equal 
to one-half of the monthly primary insurance benefit of the son 
or daughter with respect to whose wages the parent is entitled 
to a benefit. If there Is more than one such son or daughter for 
a month in which the parent Is entitled to parent's benefits, the 
parent is entitled to one-half the primary Insurance benefit which 
is largest. If the parent Is or becomes entitled to a monthly
benefit or benefits (other than parent's Insurance benefits) and 
such monthly benefit or the total of such monthly benefits Is less 
than one-half of the monthly primary Insurance benefit of the 
son or daughter, then the parent's benefit for the month in which 
the parent becomes entitled to such other benefit or benefits, and 
for each month thereafter, Is equal to the difference between such 
other monthly benefit or the total of such other monthly benefits 
and one-half of the son's or daughter's monthly primary Insur-
ance benefit. 

Benefit period: Parent's Insurance benefits are payable beginning 
with the month in which the parent becomes eligible for them. 
having met conditions (11. (2), (3), (4), and (5) above. All of 
such conditions may be met In a single month, or part In one month 
and part In another month or months. Benefits end when the 
parent dies, marries, or becomes entitled to receive for any month 
an insurance benefit or benefits (other than parent's insurance 
benefits) In a total amount equal to or exceeding one-half of a 
primary insurance benefit of the deceased son or daughter.

"Parent" defined: Paragraph (3) of section 202 (f) defines the 
term "parent" to mean the mother or father of an Individual, the 
stepparent of an Individual by a marriage contracted before such 
Individual attained age 16, and the adopting parent by whom such 
individual was adopted before he attained age 16. 

Lump-sum death paymeetst 
Section 202 (g) : This section provides for the payment of a lump 

sum to a person hereinafter described, upon the death, after De-
cember 31, 1939, of a fully or currently Insured individual (as
defined in sec. 209 (g) and (h)) who left no suevlvlng widow, child, 
or parent who would, on filing application In the month In which 
such fully or currently Insured individual died, be entitled to a 
benefit for such month under subsection (b), (c), (d). (e), or (I)
of this section-

Descipton f prsos my beenttle: Te lmp-um ay-wo 
mnents are made to the following persons under the conditions 
stated: (1) To the widow or widower of the deceased; (2) if no 
such widow or widower Is living at the time of the fully or currently
Insured indIvidual'a death, to any child or children of the deceased 
and to any other person or persons who are, under the intestacy
law of the State where the deceased v'as domiciled, entitled to shara 
as distributees With such children of the deceased, in such propor- 
tions as provided by such law; (3) If no widow or widower and no 
such child and no such other person is living at the time of such 
death, to the parent or parents of the deceased, and to any other 
person or persons who are entitled under the law of the State where 
deceased was domiciled to share as distributees with the parents o 
the deceased, in such proportions as provided by such law. The 
Board is to determine the relationship under (1), (2), and (3)
above, and if there is more than one person entitled hereunder, is to 
distribute the lump-sum payment among all who are entitled. If 
none of the persona described under (1), (2), and (3) Is living at 
the time of the Board's determination, the amicunt due is to be paid 
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Amount of payment: The lumip-sum payment is an amount equal 

to six times a primary insurance benefit for a month (as defined In 
sec. 209 (e)) of the fully or currently insured deceased Individual. 

Application for lumnp-sum payment: The lump surm Is payable
only if application is filed by or on behalf of the person entitled 
(whether or not legally competent) prior to the expiration of 2 
years after the date of death of the fully or currently Insured 
individual. 

Delaycd applications
Section 202 (h): This subsection provides that an Individual 

who would have been entitled to an insurance benefit under sub­
section (b), (c), (d), (e). or (f) of this section for any month. 
If he had filed his application for such benefit during such month. 
shall be entitled to such benefit for such month if he files 
application for it before the end of the th~rd month immnediately
succeeding such month. The purpose of this section is to prevent
the loss of benefits to individuals who might not know of their 
right to benefits or who, for some other reasson, have delayed filing
their applications. If. for example, In March a widow has fulfilled 
all eligibility conditions under sectlcn 202 (d) xCeKCpt filingthe 
of her application, and files application In June, she will be 
entitled to a benefit for March. April, May, June. and thereafter. 
as if shie had filed her application In March. Simiflarly. if she files 
application in July. she will be entitled to a benefit for April.
May. June. July, and thereafter. just as if she had filed her
 
application In April.
 

.REDUTIcrON AMDMCcREASE OF MSSURANCE a3ENxMrS
 
Section 203: This section provIdes a max~mum and minimum
 

frbnft aal ne eto 0.adfrrdcino
 
focrbensefitosucpayableunder secioni202. and for raeduction, or 
Inraet uhmxmmo iiua h aemyb.o
the monthly amount or the benefit which would be payable

except for this section. It provides also for deductions from
 
benefits because of gainful employment for a stated amount of
 
wages, and under certain other enumerated circumstances. and for
 
deductions for lump-awrn payments made prior to 1940 upon

attainment of age 65.
 

Maximum benefits 
Section 203 (a): This subsection provides that any benefits pay.


able on the basis of an Individual's wages shall be reduced, so that
 
the maximum for any benefit (if only one benefit for a month Is
 
payable with respect to the wages of an Individual) or for the total
 
of all benefits (if more than one benefit is payable for a month
 
with respect to the wages of an individual) shall not exceed $85.
 
or two times the primary insurance benefit of such individual, or
 
80 percent of the average monthly wage of such individual, which­
ever is least. This takes the place of the provision now in the
 
Social Security Act limiting the monthly rate of benefits to $85. 

Minimum benefits 
Scin23b):Tssuetonpvdsthteefspabl
Sntetaion 203 ae proividua' phayable(a:Tiuscin es thcratsenefiso 


ointhe baisof any iendfividual's wages shtallo beinceaise sowhate thre
 
mianiu foran orpyal tontali
benefit for th of benefits(wpre oreo 
tans onevbenefit rdcisopayab efr aubemtonth ias o eo$10.hspoiion 
as rvnsardcinudrsbeto a oblw$0i 
the case where the average monthly wage Is very low. 

Proportionatereduction or increase 
Section 203 (c): This subsection provides that whenever a re­

duction or increase is required by subsection (a) or (b) and more
 
than one benefit Is payable for the month with respect to the
 
wages of an individual, each of the benefits shall be proportion­
ately increased or decreased, as the case may be.
 

Deductions because of employment, etc.
 
Section 203 (d): This subsection provides that deductions sha]l


be made from any benefits to which an individual Is entitled, until
 
such deductions total the amount of the benefit or of the benefits
 
(where the Individual is entitled to receive more than one insur­
ance benefit) which such Individual'was entitled to receive for any

month in which he (1) rende~ed services for wages of not less
 
than $15; or (2) if a child over 16 and under 18 years of age failed
 
oatn colrglryadth or id htsc ted
 

ance was feasible; or (3) If a widow entitled to a widow's current

insurance benefit did not have in her care a child of her deccased 
husband entitled to receive a child's Insurance benefit,
 

Section 203 (e): This subsection provides that deductions shall
 
be made from any wife's or child's Insurance benefit until the total
 
equals the wife's or child's bexiefit or benefits for any month in
 
which the Individual, with respect to whose wages such benefit
 

a aalrnee evcsfrwgso o esta I
 
was payable, seervces wagesiof not less
rendereid fo mothaneca15. 

aoexampleri ahcildreceivesg a beeftof20 per month bemryIsuacaue
OfafthrwoIreivna$2prmnhpiayisuac
benefit, $10 is deducted from benefits payable to the child If the 

fahrwksiamotfrwgeof65rmr.
Duplication of deductions prevented

Section 203 (t): This subsection prevents the duplication of de­
ductions under subsections (d) and (e). If. for example, a deduc­
tion Is imposed because of the occurrence in a month of an event
 
enumerated In subsection (d), there Is no deduction because of
 
employment in that month as set forth In subsection (e).
 

to any person or persons equitably entitled thereto, to the extentReotoBarofmpyen
and In the proportions that he or they shall have paid the expenses eotoBadofmpomn
of burial of the deceased (but no such payment for burial expenses Section 203 (g): This subsection requires that the occurrence of 
may cxceed the amount actually Q~lbursed by the person or persons any of the events enumerated In subsection (d) or (e) be reported
who paid such expenses). to the Board by any individual Whose benefits are subject to a 
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deduction under those subscctions. If the individual had knowl-
edge of the occurrence of the event. failure to so report is penal-
ized by doubling the deduction. 

Deductions becau~se of lump-sum payments
beneit heseuder

Section 203 (h) :An individual entitled to a bnftudrhee 
amendments may- have been paid a lump sum upon attainment of 
age 65, under provisions of the Social Security Act in force prior 
to 1940. This subsection provides that deductions shall also be. 
made from any primary insurance benefit to which an individual 
is entitled, or from any other Insurance benefit payable with re-
spect to the wages of such individual, until such deductions total 
the amount of any such lump-sum payment to su~ch individual, 
Deductions under subsections (d), (e), and (h) are made after any
reductions or increases which may be required under subsections 
(a) and (b), and such deductions may be made in such month or 
months, and at such rate, as the Board may determine. 

0VERPAYmENrrS AND UNDERPAYMENTS 
Adju~stmenlt of erroneous payments 

Section 204 (a) This subsection provides that errors In pay-
ments to an individual shall be adjusted by increasing or decreas-
Ing subsequent benefits to which such individual Is entitled. If 

suchindvidal djusmen ben bgunor om-iesbefre ha 
puceted.vda isbfrshlhemdeb bguderesig mu-adjustment nrasibeng or

byslequent benstefitspayable withdespc thceaigowagreaswich were 
scqunt eneitspayblewit he whch ereresectto age

the basis of benefits of such deceased Individual. Thus, If error 
Is made In the payment of a primary insurance benefit to an 
individual, adjustment shall be made upon his death in favor 
of or against his widow, children, and parents, if any, who are 

entiledtoeneits eceveIferrr i mae i th pamen of 
any benefit other than a primary Insurance benefit, then upon 

thedeahidivduao te rceiingsuc bneftdjuton th 
shall be made in favor of or against the primary beneficiary onTe 
basis of whose wages such -erroneous payments were made, and in 
favor of or against any other beneficiary whose benefits are payable 
on the ba~sis of those wages.

Section 204 (b) waives any right of the United States to recover 
by legal action or otherwise in any case of incorrect payment to an 
Individual who is without fault if adjustment or recovery would 
defeat the purpose of this title or would be against equity and 
good conscience. 

Section 204 (c) protects from liability any certifying or disburs-
ing officer in any case where adjustment or recovery Is waived 
under subsection (b). or where adjustment under subsection (a)
Is not completed prior to the dcath of all persons against whose 
benefits deductions are authorized. 

EVIDENCE, PROCEDtURE, AND CERTIFICATION FOR PAYMENT 
Section 205: 'This section of the bill provides a detailed pro-

cedure in connection with benefit determination and payment.
Administrative and judicial review provisions not now provided in 
the Social Security Act are Included, and administrative provi-
sions are included which are similar to those under which the 
Veterans' Administration operates. 

Section 205 (a) clarifies the Board's power to make rules and 
regulations to carry out the provisions of title II and directs the 
Board to adept regulations concerning the nature and extent of 
proofs to establish rights to benefits,

Section 205 (b) outlines the general functions of the Board in 
deteminngt ighs I reuirs th Bord obenfit. ofer 

opportunity for a hearing, upon request, to an individual whose 
rights are prejudiced by any decision of the Board. The Board 

to hlduchhearngsand
is also authorized, on its own motion,tohlsuheaigan
to conduct such investigations and other proceedings as it may 
deemi necessary or proper, and may administer oaths and affirma-
tions and examine witnesses. Evidence may be received at any
hearing before the Beard even though Inadmissible under rules of 
evidence applicable to court procedure. 

Section 205 (C) provides a procedure for the establishment, 
maintenance, and correction of wage records. Clause (1) directs 
the Board to maintain the records, and upon request to inform 
any wage earner, or after the wage earner's death, his wife, chiid. 
or parent, of the amount of his wages and periods of payments. 
shown by such records at the time of such request. The records 
are declared to constitute evidence of the amount of wages and 
the periods of payment, and the absence of an entry for any period 
constitutes evidence that no wages were paid in such period, 

Clause (2) provides that, after the expiration of the fourth calen-
dar year following any year in which wages were paid or alleged 
to have been paid, the Board's records shall be conclusive of the 
amount of wages and periods of payment except as provided in 
clauses (3) and (4). 

Clause (3) authorizes the Beard to correct its records prior to the 
expiration of such fourth year. Written notice of any revision 
which Is adverse to the interests of any individual shall be given 
to such individual in any case where he has been previously notified 
by the Board of the amount of wages and the periods of payment
shown by the records. Upon request prior to the expiration of 
such fourth year or within 60 days thereafter, the Board shall afford 
any wage earnier, or after his death, his wife, child, or parent, a 
hearing with respect to any alleged error in its records. 

Clause (4) provides for a limited correction of the records after 
the expiration of the fourth year. The procedure Is the same as 
that provided in clause (3). but no change can be made under this 
clause except to conform the records with tax returns and other 
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data submitted under title VIII of the Social Security Act or sub­
chapter A of chapter 9 of the Internal Revenue Code, and regula­
tions thereundsr. 

Clause (5) provides for judicial review of decisions under this
subsection In the same manner as is provided in subsection (g).

Section 205 (d) authorizes the Board to issue subpenas requiring 
the testimony of witnesses and the production of evidence. 

Section 205 (e) authorizes F'ederal courts to order obedience to 
thesbeao h or n opns scnep n ioei 
henue en ortsoardeadtruns.scntmtayof the ioei 
Section 205 (f) provides that the privilege against self-incrimina­

tIon shall not excuse any person from testifying, but that he shall 
not be prosecuted or subjected to a penalty or forfeiture on account 
of any matter concerning which he Is compelled to testify after 
claiming his privilege against self-incrimination. 

Section 205 (g) provides that any Individual may obtain a review 
of any final decision of the Board made after a hearing to which he 
was a party, by commencing a civil action in the appropriate district 
court of the United States within 60 days after notice of the de­
cision is mailed to him. The present provisions of the Social Se­
curity Act do not specify what remedy, If any, is open to a claimant 
In the event his claim to benefits is denied by the Board. The 
provisions of this subsection are similar to those made for the re­
view of decisions of many administrative bodies. The Board's de­
cisions on questions of law will be reviewable. but its findings of 
fact, If supported by substantial evidence, will be conclusive. 
Where a decision of the Board is based on a failure to submit proof 
i ofriywt euain h or a eiwol h 
qusino conformity ah o withh roregulationtecutmyrvw only the 
vldt fterglto.Poiini aefrrmnigo
proceedings to the Board for further action, or for additional 
evdn. 

Section 205 (h) provides that the findings and decision of the 
Board after a hearing shall be binding upon all individuals who were 
parties to such hearing and that there shall be no review of the 
Board's decisions by any person, tribunal, or governmental agency 
except as provided in subsection (g). Actions may not be brought
against the United States, the Board, or any of its officers or em­
ployees under section 24 of the Judicial Code to recover on any claim 
arising under title II. 

Section 205 (i) Incorporates substantially the provisions of the 
present section 207 of the act with respect to certification by the 
Board of the individuals entitled to payments, except that certifi­
cation is made to. and payment is made by. thd managing trustee. 
It is provided that the Board may withhold'certification pending 
court review under subsection (g). 

Section 205- (j) provides that the Board may. where it appears 
that the interest of the applicant would be served thereby, whether 
he is legally competent or incompetent, make certification for 

- payments directly to him or to a relative or some other person.
for the use and benefit of such applicant. 

Section 205 (k) provides that any payments hereafter made 
under conditions set forth In subsection (j), any payments made 
before January 1, 1940. to. or on behalf of, legally Incompetent in­
dividuals, and any payments made after December 31, 1939, to a 
legally incompetent individual without knowledge by the Board of 
such incompetency prior to certification of payment, if otherwise 
valid under this title, shaUl be a complete settlement and satis­
faction of any claim, right, or Interest in and to such payment.

Section 205 (1) authorizes the Board to delegate the powers eon­
fre pnI yti eto.Ti nldstepwrt su 
subpenas, conduct hearings, make determinations of the right to 
benefits, and make certification of payments. It also authorizes
the Board to appear by its own attorneys In court proceedings
under subsection (e) for the enforcement of Board subpenas.

Section 205 (in) provides that applications for benefits filed prior 
t otsbfr h plcn eoe nildt eev 
benefiotsshl befoetinvalid.eriesetild oreev 

Section 205 (n) authorizes the Board to certify to the manag­
ing trustee any two or more individuals in the same family for 
joint payment of the total benefits payable to such individuals. 

REPRESENTATION OF CLAIMANTS BEFORE THE BOARD 
Section 206: This section authorizes the Board to prescribe 

regulations concerning the practice of attorneys, agents, and other 
persons in the preparation or presentation of claims for benefits 
before the Board, and the Board may require of such agents or 
other persons (other than attorneys) as a condition to recognition 
that they show that they are of good character and good repute 
and are competent to represent claimants. An attorney in. good
standing who is admitted to practice before the highest court of 
a State, Territory, or District, or before the Supreme Court of the 
United States, or an inferior Federal court, is entitled to repre­
sent claimants before the Board. Under certain conditions an 
individual may be suspended or prohibited from further practice
before the Board. While It Is not contemplated that the services 
of an -gent or attorney ,will be necessary in presenting the vast 
majority of claims, the experience of other agencies would Indicate 
that where such services are performed the fees charged therefor' 
should be subject to regulation'by the Board, and it Is so pro­
vided. The provision is similar to the statute (5 U. S. C.. sec. 
261), giving the TPreasury Department comparable authority.- For 
the purpose of protecting claimants and beneficiaries a penalty' 
Is provided for violation of Board regulations prescribing fees and 
for deceiving, misleading, or threatening claimants or benefici­
aries with intent to defraud. 
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ArS:GNMENT 

SectIon 207: This section is idontical with section 208 of the
Social Securlty Act which poie htargtt amn ne 
this title shall niot he transferable or assignable nor shall any 
m~oneys paid or payable be subject to execution or other legal 
process, 

PENALTIES 
Sectio 203:advisable

Seto 0:This section Is dcsigned to protect the system 
against fraud. The present penal provisions are broadened and 
clarified so as to specifically apply to the making of false state-

mentannchor Increasin tolapply the puaking ofbetunets,tand etc.or 
obtan~n- eneftsandtoo Inceasng aplyto he mkin of 

false statements, affidvavls. or documents in connection with an 
application for benefits, regardless of whether made by the ap-
p~licant or some other person. 

DEFINITIONS 
Dcfinition of swages 
ubsctinTiscntiuesthepreentdefnitonSecion209(a):

Sections 20bu):t hiuscincniustepeetdfnto 
Prrah()excludes all aipayments heremployermaeb tcldod 

Pararap al (2 exluds mde emloyr t orpamens y th 
on behalf of an employee, or former employee, under a plan or 
system providing for retirement benefits (including pensions), or 
disability benefits (including medical and hospitalization expenses), 
but not life Insurance. These payments would be excluded even 
though the amcount or possibility of euch payments is taken into 
consideration in fixing the amount of remuneration and even 
though such payments are required, either expressly or implledly, 
by the contract of employment. Since it Is the practice of some 
employers to provide for such payments through insurance or the 
establishment and maintenance of funds for the purpose, the 
premiums or insurance payments and the payments made Into or 
out of any fund would likewise be excluded from wages. Para-
graph (3) expressly excludes from wages, payment by an employer 
(without deduction from the remuneration of, or other reimburse-
Inent from, the employee) of the employee's tax imposed by section 
1400 of the Internal Revenue Code (formerly sec. 801 of the Social 
Security Act) and employee contributions under State unemploy-

mentcomenstiolas. Pragaph(4)excu todimake. pay 
mcnts which the employer is not legally obligated tomk. 

The exclusion of remuneration paid prior to January 1, 1937. is 
merely a technical change. Such remuneration has never been any 
basis for the benefits under this title, being excluded In the provi-
sions providing the benefits. Such provisions are simplified by 
transferring the exclusion to the definition of wages. 

Definition of employment 
Section 2091 (b) : This term is defined to mean any service per-

formed prior to January 1, 1940. which would be included under 
existing law for purposes of credit toward benefits; and to mean 
any service performed after December 31. 1939, by an employee for 
the person employing him, irrespective of the citizenship or resi-
denoe of either, (A) within the United States, or (B) on or in con-
nection with an American vessel (defined in subsec. (d)) under a 
contract of service entered into within the United States or during
the performance of which the vessel touches a port therein, If the 
employee is employed on, and In connection with, the vessel when 
outside the United States. No substantive change In existing law 
is made by the introductory paragraph of this provision except the 
extension of the definition to include service on American vessels, 
This extension Is designed to include, with the qualifications
noted, all service which is attached to, or connected with, the 
vessel (e. g., service by officers and members of the crew and other 
employees such as those of concessionaires). Individuals who are 
passengers on the vessel In the generally accepted sense, such as 
an employee of an American department store going abroad, would 
not be included, because their service has no connection with the 
vessel. Service performed on, or in connection with, an American 
vessel within the United States will be on the same basis as 
regards inclusion as other services performed within the United 
States, 

Under existing law service performed within the United States 
(which otherwise constitutes employment) is covered irrespective 
of the citizenship or residence of the employer or employee. The 
amendment makes clear that this will be true also in the case of 
maritime service covered by the amendment, regardless of whether 
performed within or without the United States. The basic reasons 
which caused the original coverage to be made without distinc-
tions on account of citizenship or residence apply In the case of 
seamen. The number of foreign seamen who may be employed on 
American vessels engaged in trade Is limited under our shipping 
laws. 

The definition of the term "employment" under the amendment, 
as applied to service rendered prior to January 1, 1940. retains the 
exemptions contained in the present law. The definition appli-
cable to service rendered on and after that date cofitinues un-
changed some of the present exemptions, revises others, and adds 
certain radditlonal ones. -local 

Paragraph (1) continues the exception of agricultural labor, but 
a new subsection (1) defines the term for' purposes of the 
exclusion. 

Paragraph (2) continues the present exception of domestic 
service in a private home, but adds to the exception such service 
In a local college club or local chapter of a college fraternity or 
corority (not Including alumni clubs or chapters). Thus services 
of cook, waiter, chambermaid, and the house mother, performed 
for these local clubs and chapters, are exempt, 
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Paragraph (3) continues the present exception of casual labor 

not In the course of the employer's trade or business.
A new paragraph (4) excludes service performed by an indi­

vidual in the employ of his son, daughter, or spouse, and service 
performed by a child under the sag of 21 In the employ of his 
parent. This exclusion is already contained in the F'ederal unem­
ployment tax provisions of the existing law and is considered 

because of the possibility offered by such employment for
collusion in building up credits in certain cases which offer a 
high return for a small amount of contributions. 

Prgah()wictkethpleofhexsinecuin 

of service on documented vessels, excludes service performied on 
or in ccnnection with a vessel nct an American vessel, if the em­
ployee Is employed on and in connection with such vessel when 
outside the United States. This provision excludes all service, 
although performed within the United States, which Is rendered 
by an employee who was rendering service on and In conncction 
with such a vessel upon Its entry into the Unitcd States or who 
Is rendering such service upon departure of the vessel from the 
United States. Thus, officers and members of the crew and other 
employees whcse service Is rendered both on and in connection 
with the vessel (such as employees of concessionaires and others 
W' ose service is similarly connected with the vessel) when on its 
voyage are excluded even though the vessel is within the United 
States, if they come into or go out of the United States with 
the vessel. 

Pagrp 6cotneteexminofsvceprredn 
Pararaphoo (h) conitinu thtaes beemtion ofespervce ptro rmned n 

thltesepo of the United Statesbu, wiitsthe rxespetio tointrumen 
Instrumentalities which are (A) wholly owned by the United States 
or (B) exempt from the tax imposed by section 1410 of ths In­
ternal Revenue Code (formerly sac. 804 of the Social Security Act) 
by virtue of any other provision of law. The change In this pro­
vision brings within this title of the act certain Federal instru­
mentalities not falling within clause (A) or (B) above, such as 
national banks, 

Prgah7)continues the empinof service for State gov­
ermnsthisudviosadntuetltebtlmtsh 
ernmenton wtheiresubdivisonadinstrumentalities, butht liits the 

only to an instrumentality which is wholly owned by a State or 
political subdivision or which would be immune from the tax im­
posed by section 1410 of the Internal Revenue Code (formerly 
sec. 804 of the Social Security Act) by the Constitution. The 
amendment thus narrows the present exemption and in no case 
broadens It. 

Paragraph (8) continues the exemption of religious. charitab'le, 
scientific, literary, or educational organizations, but brings tie 
language of the exemption into conformity with the correspona-
Ing exemption from Income tax under section 101 (6) of the In­
ternal Revenue Code, by adding a specific disqualifying clause 
applicable where any substantial part of the activitIes of the 
organization is carrying on propaganda or otherwise attempting 
to influence legislation.

Paragraph (9) continues without change the present provisions 
of law exempting services of employees covered by the railroad-
retirement system. This provision leaves unchanged the exemp­
tion of the service of an individual in the employ of an employer
subject to the railroad retirement system even though the indi­
vidual recei; as remuneration in a form, a. g., tips, not recognized 
as compensation under the Railroad Rethemnent Act and sub­
chapter B of chapter 9 of tha Internal Revenue Code (formerly
the Carriers' Taxing Act of 1937), and leaves unchanged the in-
elusion of service in case it is performed by an employee in the 
segregable nonratiroad activities of an employer where segrega­
tion of the railroad activities from nonrailroad activities Is found 
necessary in the interpretation and administration of the laws 
relating to the social-security system and the railroad-retirement 
system.

Paragraph (10) provides several new exclusions from employ­
ment. Clause (A) exempts certain service in any calendar quar­
tar performed in the employ of an organization exempt from in­
come tax under section 101 of the Internal Revenue Code, If (1)
the remuneration for such service does not exceed $45; or (it) 
without regard to amount of remuneration, if the service is per­
formed in connection with the collection of dues or premiums 
(away from the home office) for a fraternal beneficiary society. 
order, or association, or Is ritualistic service (wherever performed)
in connection with such an organization; or (iii), without re­
gard to amount of remuneration, if the service 1s performed by 
a student enrolled and regularly attending classes- at a school., 
college, or university. Organizations so exempt from Income tax 
and thus within this provision include the following: Certain 
labor, agricultural, and horticultural organizations, muItual sav-, 
ings banks, fraternal beneficiary societies, building and loan as­
sociations, cooperative banks, credit unions, cemetery companies.
business leagues, chambers of commerce, real-estate boards, boards 
of trade, civic leagues, local associations of employees, social clubs, 

benevolent life insurance associations, mutual irrigation and 
telephone companies, farmers' or other mutual hail, cyclone, Cas­
ualty, or fire insurance companies or associations, farmers' coop­
erative marketing and purchasing associations, corporations, or­
ganized to finance crop operations, voluntary employees' benefi­
ciary associations, and religious or apostolic associations or Cor­
porations. 

Paragraph (10). clause (B), excepts service In the employ of 
an agricultural or horticultural organization, regardless of the 
amount of remuneration. These organizations are identical with 
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agricultural and horticultural organizations exempt from income 
tax under section 101 (1) of the Internal Revenue Code. 

Paragraph (10), clause (C), excepts service in the employ of a 
voluntary employees' beneficiary association, providing for pay-
ment of life, sick, accident, or other benefits to the members of 
such. association or their dependents, if (1) no part of its net 
earnings Inures (other than through such payments) to the 
benefit of any private shareholder or individual, and (ii) 85 per-
.cent or more of the income consists of amounts collected from 
members for the sole purpose of making such payments and 
meeting expenses. This exemption is identical with that of these 
organizations under section 101 (16) of the Internal Revenue Code 
and will have the same scope. 

Paragraph (10), clause (D). excepts all service performed in 
the employ of a voluntary employees' beneficiary association pro-
viding for the payment of life, sick, accident, or other benefits to 
the members of such association or their dependents or designated 
beneficiaries, if (i) admission to membership in such association 
Is limited to individuals who are employees of the United States 
Government, and (ii) no part of the net earnsings of such asao-
ciation inures (other than through such payments) to the benefit 
of any private shareholder or individual, 

Paragraph (10), clause (E). excepts service performed in any 
calendar quarter in the employ of a school, college, or university, 
not exempt from income tax, if such service is performed by a 
student enrolled and regularly attending classes at such school, 
college, or university, and the remuneration for such service does 
not exceed $45. In determining the remuneration, for purposes 
of the $45 limitation, the value of room, board, and tuition, if 
furnished by the school, colle~ge, or university as part of the 
remuneration, would be excluded, 

A calendar quarter is any period of 3 calendar months ending 
on March 31. June 30, September 30, or December 31. 

Paragraph (11) excepts service performed in the employ of a 
foreign government, and paragraph (12) similarly excepts, on a 
basis of reciprocity, service performed in the employ of an ins-
strumentality wholly owned by a foreign government. These Para-
graphs are, by section 902 (f) of the bill, made retroactively effec-
tive to the date of the enactment of the Social Security Act. 

Paragraph (13) excepts service performed as a student nurse In 
the employ of a hospital or a nurse's training school by an indi-
vidual who is enrollod and is regularly attending classes In such 
a school chartered or approved pursuant to State law; and service 
performed as an interne (as distinguished from a resident doctor) 
in the employ of a hospital by an individual who has completed 
a 4 years' courtse in a medical school chartered or approved pur-
suant to SLate law. 

Section 209 (c) : This section relates to an employee who has 
performed both included and excluded service for the same em-
ployer during a pay period. It provides that If one-half or more 
of the services constitutes included employment, all of such 
scrvlce will be- included; but that if less than one-half constitutes 
included employment, all will be excluded. The provision does 
not apply to the service of an employee in a pay period if any of 
the service of the employee in the pay period is covered under tha 
railroad ietirement system. 

Defi nition of American vessel 
Section 209 (dI) : This term is defined to mean any vessel docu-

mented or numbered under the laws of the United States; and 
also to include any vessel neither so documented nor numbered 
nor documented under the laws of any foreign country while the 
crow is in the employ only of citizens or residents of the United 
States or corporations organized under the laws of the United 
States or of any State. 

Primary insurance benefit defined 
Section 209 (a) defines the term 'primary insurance benefit" 

and is the basis for the computation of benefits under section 
202 'Piayisrnebnft en naon qaote

smof the fe~lowing: (1) (A) 40 percent of the amount of ansumiulsaerg otl aei uhaeag otl ae 
iosndiidal avcerage montl wageif such average monthly ecewage 
does nopecet $50, wagc~e f orI(B if surchaerag monthlymon exceed 

$50 40perentofpls pecen th hih50 1 o amuntby
such average monthly wage exceeds $50, and (2) an amount equal 
to 1 percent of the amount computed under (1) above multiplied
by the number of years in which $200 or snore of wages were paid 
to such individual. This section sets forth the method of comput-
ing the amnount of a primary insurance beniefit for a month. In 
the case of a living individual such amount is the amount payable 
as a benefit under section 202 (a). Such amount also serves as 
the basis for computing, in the case of a living or deceased indi-
vidual, any other benefit (or a lump sum) which may be payable 
on the basis of such individual'a wages, 

Average monthly wage 
Section 209 (f) defines the term "average monthly wage" as 

used in the formula set forth in subsection (a) to mean the 
quotient obtained by dividing the total wages paid an Individual 
before the year in which he died or became entitled to receive 
primary insurance benefits, whichever first occurred, by 12 times 
the number of years elapsing after 1936 and before such year in 
which he died or became so entitled, excluding any year prior to 
the year In which he attained the age of 22 during which he was 
paid less than $200. In no case, however. shall such total wages
be divided by a number less than 36. 
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Fully insured individual 

Section 209 (g) defines the term "fully insured individual." Since 
this definition will determine the earnings requirements for eligi­
bility for all primary insurance benefits, and therefore for a num­
ber of benefits for dependents of individuals with primary insur­
ance benefits, it will substantially affect the extent to which benefit 
payments will he a charge against the Federal old-age and sur­
vivor insurance trust fund. The definition Is deslgned, therefore, 
adequately to protect the trust fund and at the same time (a) to 
afford some benefit protection to Individuals who have now at­
tamned or are approaching age 65 (and their dependents), and who 
since the old-age insurance provisions of the Social Securlty Act 
became effective have ordinarily had little opportunity to build up
large wage credits (see par. (1) and (2) of definition); (b) to estab­
lish reasonable but somewhat stricter requirements for individuals 
who will have a longer time in which to accumulate qualifying 
wages (see par. (3) of definition); and (c) to take care of indi­
viduals who have been paid wages in covered employment over a 
long pericd of time (see par. (4) of definition). The following 
summary of the definition wiUl indicate its general effect: 

Paragraph (1) of the definition provides that Individuals who 
attain age 65 prior to the year 1940. in order to become fully In­
sured individuals, must have not less than 2 years of coverage (ex­
plaincd in definition) and have been paid not less than $600 In 
wages. This is a flat minimum requirement which applies without 
regard to the particular year In which an individual attained age 65. 

Paragraph (2) of the definition applies to Individuals who die or 
attain age 65 after 1939 and before 1946. It provides a formula for 
determining the requirements for becoming a fully insured lndl­
vidual, based on the number of years elapsing after 1936 and up to 
and including the year of death or attainment of age 65. If an 
individual dies In 1940, he must have at least 3 years of coverage 
and $800 in wages. Every second year after 1940 (beginn'n~g in 
1942) the number of years of coverage required Increases by 1 year, 
and every year after 1940 the amount of wages required increases 
by $200 over the amount required for the preceding year. Thus, 
an individual dying or attaining age 65 in 1945 must have 5 years 
of coverage and $1,800 in wages to be fully insured. 

Paragraph (3) provides a formula for determining the require-
meats for individuals who die or attain age 65 in 1946 or there­
after. The determination Is based on the number of years elapsing 
after 1936 or after the year in which an individual attained age 21 
(if he attained that age after 1936) and up to and including the 

year of death or attainment of age 65, subject to a minimum of 5 
years of coverage and minimum wages of $2,000. The provision con­
tinues the same rate of increase In coverage requirements from 
year to year. as provided under paragraph (2), but in no event are 
wages in excess of $2,000 required. The minimum coverage pro­
visions are applicable only in cases where the number of years of 
coverage determined In accordance with the formula is below the 
minimum. Thus, if an individual attains age 21 In 1950 and dies 
in 1956, the formula would require only 4 years of coverage, which, 
by operation of the minimum, would be increased to 5 years of 
coverage. Thc total wages required would, of course, be $2,000. 

Under paragraph (4) any individual who has accumulated 15 
years of coverage is fully insured, whether or not he earns any 

wages thereafter, Cretyisrdidvda 
Section 209 (h) defines the term "currently Insured Individual" 

to mean any individual with respect to whom It appears to the 
satisfaction of the Board that he has been paid wages of anot less 
than $50 for each of not less than 6 of the 12 calendar quarters 
immediately preceding the quarter in which he died. The purpose 
of this provision is. while avoiding an unwarranted drain on the 
trust fund, to provide protection -for the surviving dependents of 
individuals who are paid a certain minimum amount of wages in 
covered employment within the last 3 years before death, but who 
haentwrdinscemly ntogeouhndavnt
been paid sufficient wages to have qualified them as fully insured 
idvdas

Section 209 (1) defines the term "wife" to mean the wife of an 
individual who was married to him prior to January 1, 1939, or, if 
later, prior to the day upon which he attained the age of 60. 

Section 209 (j) defines the term "widow" (except as used In sec. 
202 (g) ) as the surviving dependent wife of an individual who was 
married to him prior to the beginning of the twelfth month before 
the month In which he died. 

Section 209 (k) defines the term "child" (except as used in see. 
202 (g)) as the child of an individual, and the stepchild of an indi­
vidual by a marriage contracted prsor to the date upon which he 
attained the age of 60 and prior to the beginning of the twelfth 
month before the month in which he died, and a child legally
adopted by an Individual prior to the date upon which he attained 
the age of 60 and prior to the beginning of the twelfth month before 
the month in which he died, 

Definition of "agriculturallabor" 
Section 209 (I) : The present law exempts "agricultural labor" 

without defining the term. It has been difficult to delimit the 
application of the term with the certainty required for adminis­
tration and for general understanding by employers and employees 
affected. 

Your committee believes that greater exactness should-be given 
to the exception and that It should be broadened to include as 
"agricultural labor" certain services not at present exempt, as such 
services are an Integral part of farming activities, Ini the case of 
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many Of auch services, It has been found that the Incidence of the 
taxes falls exclusively upon the farmer, a factor which, in numerous 
instances, has resulted in the establishment of competitive advan-
tages on the part of large farm operators to the detriment of the 

smaler oies.carried 
Paragraplil (1) of this subsection exempts service performed on a,

farml, in the employ of any person, in connection with cultivating 
tile soil, or in connection with raising or harvesting any agricul-
tural or horticultural commodity, including the raising, feeding, 
aind management of livestock, bees, poultry, and fur-bearing an~i-' 
snals. Such services are exempt under existing law only if per-
fermed in the employ of the owner or tenant of the farm on which 
they are rendered. Services performed on a farm in connection 
with the raising, feeding, and management of fur-bearing animals, 
such as foxes, hot now exempted, will be exempt under paragraph 
(1). This Paragraph also continues the existing exclusion of serv-
Ices Performed on a farmr in the raising or harvesting. of hortioul-
tural commodities, including flowers and nursery products, such as 
youilg fruit trees. ornameistal plants, and shrubs, 

Paragraph (2) of the subsection excepts services in the employ 
of the owner (whether or not such owner is in possession) or 
tenant of a farm in connection with the operation, management, 
or maintenance of such farm, if the major part of those services 
Is performed on a farm. Under this language certain services are 
to be regarded as agricultural even though they are not performed 
in conducting any of the operations referred to in paragraph (1). 
Services performed in connection with the "operation, manage-
ment, or maintenance" of a farm may include, for example, services 
performed by carpenters, painters, farm supervisors, irrigation 
engineers, bookkeepers, and other skilled or semiskilled workers 
whose services contribute in any way to the proper conduct of the 
farm or farms operated by their employer. Some of these services 
at present constitute covered employment under some circum-
stances but not under other circumstances. It is stipulated that 
the services referred to in this paragraph must be performed in 
the employ of the ownier or tenant of the farm so that the 
exemption Will not extend to services performed by such persons 
as cmpioyees of a comamercial. painting concern, for example, 
Which contracts with a farmer to renovate his farm properties, 

Paragraph (3) extends the exception to services performed in 
connection with certain specified products and operations. Ordi-
narily these services are performed on a farm or are of such a 
character as to warrant no different treatment than is accorded 
services performed in connection with farming activities. In order 
that a uniform rule may be applied in the case of these services,
they will be excepted whether or not performed onl a farm or 
in the employ of the owner or tenant of a farm. In the case 
of maple sap, the exemption will extend to services In connection 
with the processing of the sap into maple sugar or maple sirup, 
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the usual channels of commerce and consumption. To the extent 
that such farmers, organizations, or groups engage In the handling. 
etc., of commodities other than those of their own production or 
that of their members, such handling, etc., is not regarded as being 

on "as an incident to ordinary farming operations." In 
such a case the rules set forth in subsection (c) of this section apply. 

In the case of fruits and vegetables, however, whether or not of 
a perishable nature, services performed in the handling, drying,
packing, etc., of those commodities constitute "agricultural labor" 
even though not performed as an incident to ordinary farming 
operations, provided they are rendered as an incident to the prepa­
ration of such fruits or vegetables for market. Under this portion 
of the paragraph. for exa~mple, services performed in the sorting or 
grading of citrus fruits or in the cleaning of beans, as an incident 
to their preparation for market, will be excepted irrespective Of 
whether performed In the employ of a farmer, a farmers' coopera­
tIve, or a commercial handler of such commodities. 

Since the services referred to in this paragraph must be rendered 
In the actual handling, drying. etc., of the commodity, the para­
graph does not exempt services performed by stenographers, book­
keepers, clerks, and other office employees In the employ of farmers, 
farmers' cooperative organizations or groups, or commercial han­
dlers. To the extent that services of this character are performed 
in the employ of the owner or tenant of a farm, however, and are 
rendered in major part on a farm, they may be exempt under the 
provisions of paragraph (2). 

The last sentence of the subsection makes It clear that the term 
"far'm" as used in this subsection has a broad and comprehensive 
meaning. The term, for example, includes fur-bearing animal farms, 
'Under present law, services performed in connectlon with the opera­
tion of such farms constitute covered employment. The term also 
Includes greenhouses or other similar structures used primarily for 
the raising of agricultural or horticultural commodities, regardless of 
their location. Under the existing exception, labor performed in 
some greenhouses is excepted while labor in others is not. The inclu­
sion of greenhouses of the kind specified. within the meaning of the 
term "farm," will make for a more uniform treatment of greenhouse 
labor and lessen the administrative difficulties which this class of 
cases presents. Greenhouses used primarily for purposes such as 
storage or display purposes or for the fabrication of wreaths and cor­
sages (usually in connection with the operation of a retail establish­
ment) do not, of course, come within the exception. 

Section 209 (in) provides that determination of whether an appli­
cant Is the wife, widow, parent, or child of an individual is to be 
maeb applying such law as the courts of the State of domicile of 
the individual would apply in determining the devolution of intes­
tate personal property or If such individual was not domiciled In a 
State, by the courts of the District of Columbia: also that applicants 
who according to such law have the same status as a wife, widow, 

but not in the subsequent blending or other processing of such~ parent, or child shall be deemed such. 
sugar or sirup with other products. Under the present exception 
services performed In connection with the production of maple 
six u: or maple sugar do not constitute "agricultural labor." 
S:milarly. the existing exception does not extend to services per-
formed In connection with the growing, harvesting, processing, 
packing, and transporting to market of oleoresin, gum spirits of 
turpentine, and gum resin. Under this paragraph, however, the 
exception will apply to services performed in connection with the 
produ-ction or harvesting of crude gum (oleoresin) from a living 
trel and of the following products as processed only by the 
original producer of the crude gum (oieoresin) : Gum spirits of 
turpentine and gum resin, as defined in the Agricultural Market-
ing Act, as amended. S:rrviccs performed in connection with any 
hatching of poultry and in connection with the ginning of cotton 
will also be excepted. Services performed in connection with the 
raising or harvesting of mushrooms constitute "agricultural labor' 
under existing law, only when performed on a farm. Tha fact 
that mushrooms are not usually grown under ordinary field con-
ditions but are grown in cellars. caves, barns, or in -shedsspecially 
constructed for the purpose has resulted in the employees of some 
growers being covered while employees of others are not, Under 
this paragraph all such services will be excepted. 

Paragraph (4) of the subsection extends-.the exemption to service 
(though not p~erformed in the employ of the owner or tenant of a 
farm) performed in tha handling, freezlng, grading, storing, or de-
livering to storage or to market or to a carrier for transportation 
to market, any agricultural or horticultural commodity, provided
such service is performed as an incident to ordinary farming oper-
ations or, in the ease of fruits and vegetables, as an incident to the 
preparation of such fruits or vegetables for market. The provisions
of the paragraph, however, do not extend to services performed in 
connection with commercial canning or commercial freezing, nor to 
services performed in connection with any agricultural or horti-
cultural commodity after its delivery to a terminal market for dis-
tribution for consumption. The expression "as an incident to ordi-
nary farming operations" is, in general, intended to cover all services 
of the charateer described in the paragraph which are ordinarily
performed by the employees of a farmer or by employees of a 
farmers' cooperative organization or group, as a prerequisite to the 
miarketing, in its unmanufactured state, of any agricultural or 
horticultural commodity produced by such farmer or by the mem-
bers of such organization or group. The expression also includes 
the delivery of such commcdity to the place where, in the ordinary
and natural course of the particular kind of farming operations in-
Volved. the commodity accumulates in storage for distribution Into 

Section 209 (n) provides that a wife shall be deemed to be living 
with her husband if they are both members of the same household, 
or she is receiving regular contributions from him toward her sup­
port, or he has been ordered by any court to contribute to her sup­
port; and that a widow shall be deemed to have been living with her 
husband at the time of his death if they were both members of the 
same household at the time of his death, or she was receiving regular 
contributions from him toward her support on such date, o'r he had 
been ordered by any court to contribute to her support. 

TITLE III-AMENDMENTrS To TITLE III OF THE SOCIAL SECURITy ACT
 
PAYMENTS TO STATES FOR UNEM4PLOYMENT COMPENSATION
 

ADMINISTRATION
 
Section 301: This section substitutes the word "for" for the word 

"In" in the phrase "during the fiscal year in which such payment is 
to be made" In the first sentence of sectIon 302 (a) of the Social 
Security Act. This amendment is recommended in order to author­
ize the Board to certify unemployment compensation administration 
grants for proper administrative expenses, regardless of whether in­
curred within the fiscal year In which th-e grant Is made. This 
amendment is necessaryr because of the practical difficulty of deter­
mining and certifying with exactness grants to finance all expenses
lincurred during thle fiscal year before the end of that year. The sub­
stitution of the phrase "proper and efficient administration" for the 
phrase "proper administration" In this subsection Is made to con­
form the language of this subsection with similar language in the 
amended sections 2 (a), 402 (a). 503 (a), 513 (a), and 1002 (a) of 
the Social Security Act. This insertion does not effect any substan-. 
tive changes in this subsection. The reference in this subsection to 
the Internal Revenue Code recognizes the substitution of provisions
of the code for the pertinent provisions of title IX of the Social 
Security Act (the eld reference). 

POIIN FSAEUEPOMN OPNAINLW 
POIIN FSAEUEPOMN OPNAINLW 

Section 302: This section makes certain amendments to the re­
quirements made by section 303 (a) of the Social Security Act which 

'a State unempboyment compensation law must meet in order to 
qualify for grants for administrative expenses, 

The reference to the Internal Revenue Code, contained In the 
introductory sentence, recognizes the substitution of provisions
of the code for the pertinent provisions of title IX of the Social 
Security Act (the old reference),

The amendments made by this section to paragraphs (2), (4),
and (5) of section 303 (a) of the Social Security Act are designed to 
make clear that the State may refund contributions paid into the 
State fund by mistake, and also that cooperative arrangements may 
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be made for payment of compensation (in the case of workers who 
have moved from the State in whichi their compensation rights
Wore earned) by one State through employment offlices in another 
State. In addition, the amendments would authorize the refund 
of contributions paid with respect to a taxable year by national 
banks and other instrumentalities of the United States under the 
proposed amendment to section 1606 of the Internal Rovenue Code 
(formerly sec. 906 of the Social Security Act) if the State law under 
which such contributions wee collected is not certified by the 
Board with respect to that year unader section 1603. 

Another change in paragraph (6) substitutes a reference to the 
State unemployment fund for the (Federal) unemployment trust 
fund. This is done because the (Federal) unemployment trust 
fund is in substance merely a place of deposit for State moneys
rather than a fund out of which benefit payments are to be made, 

The amendment makes no change in paragraphs (3) and (6). 
New paragraphs (8) and (9) would make it necessary for the 

State law to include provision for the expenditure oif funds paid 
to the State for the administration of its unemploynment-compen-
sation law only for the purposes of and in the amounts found 
necessary by the Board for the proper and efficient administration 
of the State law: and for the replacement within a reasonable time 
of any such funds which by any action or contingency have been 
lost or have been expended for purposes other than, or in amounts 
In excess of, those found necessary by the Board for the proper and 
efficient administration of the State law. The purpose of these
roquirements is to minimize the possibility of the Board having to 
refuse to certify an amount for State administrative expenses be-
cause of misapplication or loas of previously granted funds for ad-
ministrative purposes. 

In order to enable the States to make the necessary changes in 
their unemployment-compensation laws without incurring the ex-
pease of special legislative sessions, the effective date of these two 
paragraphs is postponed until July 1, 1941. 
TITLE IV-AMENDMENTS To TITL.E IV OF THrE SOCIAL Sscruarry AcT 
CHANCES IN REQUIREMENTS FOR STATE PLANS FOE AMh TO DEPENDENT 

CHILDREN 
Section 401: This section amends section 402 (a) of the Social 

Security Act. Section 402 (a) sets out in clauses (1) through (6) 
certain basic requirements which a State plan for aid to dependent
children must meet in order to be approved by the Social Security
Board. 

Section 401 (a) amends clause (5) so as to make it clear the 
methods of administration of the State plan must be proper as 
well as efilcienit. 

Section 401 (b) adds a now clause, numbered (7), which be-
comes effective July 1. 1941. Under this clause the State plan 
must provide that the State agency shall, in determfnis.,g need, 
take into consideration any income and resources of any child 
claiming aid under this title. It also adds a new clause, num-
bered (8) effective July 1, 1941, which requires that the State 
plan must provide safeguards which restrict the use or disclosure 
of information concerning applicants and recipients to purposes 
directly connected with the administration of aid to dependent
children. These new provisions are similar to those added to title 
I of the Social Security Act by section 101 of the bill, 

PAYMENT TO STATES FOR AID TO DEPENOC,4T CHIfLDREN 
Section 402: Subsection (a) of this section amends section 403 

of the Social Security Act and will become effective on January i, 
1940. Existing law provides for a Federal grant to States having 
an approved plan for aid to dependent children in an amount 
equal to one-third of the total of the sums expended under any
such plan, not counting so much of such expenditure with re-
spect 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 dependent 
child and $12 for such month with respect to each of the other 
dependent children. The committee amendment increases the 
Federal share to one-half and conforms subsection (b) (1) to this 
change. (boftisetoprvdstathBorImk 

laugansctio )ofSttesshlredceio thviesamout tohe poaid, to any
Stat foranyst quartersbsal seum etequiale unttothe prratsshrtoan 
which the Uniuated S b ate Isu equitablyentitotled asodeterminred by

whihSttesiste Uite quiabl enitld, s dterine by
the Board, of the net amount recovered by the State or any po-
lltleal subdivision thereof with respect to aid to dependent ehil-
dren furnished under the State plan. The provision is a new one 
and is similar in scope and operation to the one Included by see-
tion 102 of the bill in section 3 (b) (2) of title I of the Social

SecuityAct exeptthatit he elaingoesnotincude rovso 
to funeral expenses of a deceased recipient, 

DEFINITION OF DEPENDENT CHILD 
Section 403: This section amends. the definition of "dependent

child," contained in section 406 (a) of the Social Security Act, so 
that its provisions will conform to section 401 of the act, which 
authorizes appropriations to enable States to furnish financial 
assistance to needy dependent children. Section 403 of the bill 
also amends section 406 (a) of the Social Security Act by Includ-
inc within the meaning of the tern "dependent child," a child 
under the age of 18 if found by the State agency to be regularly
attending school. The present definition Includes only children 
under the age of 16. The change will assist the States to aid 
children who are Over 16 and under 18 years of age but are still 
attending school, 
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TITns V-AMENDMENTS TO TrIns V OF THE SOCIAL SEcusmT AcT
 

CiAs. .E IN REQUIR1EMENTS FOR STATE PLANS FOE MATERNAL AND CHILD­
HEALTH SERVICES
 

Section 501: This section amends clause (3) of section 503 (a) of 
the Social Security Act so as to mske it clear that the methods of 
admlnlstsx-tion of a State plan for maternal and child-health serv­
ices must be proper as well as efficient. This change is similar to 
that made in the corresponding provisions of titles I, IV, and X. 
CHANCE IN REQUIREL5ENTrS FOR STATE PLANS FOR SERVICES FOR CRIPPLED 

CHiSLDREN 
Section 502: This section amends clause (3) of section 513 (a) 

of the Social Security Act so as to make It clear that the methods 
of edministration of a State plan for services for crippled children 
must be proper as w '11 as efficient. This change is similar to that 
made in the corresponding provisions of titles 1, IV, and X. 

VOCATIONAL REHABILITATION 
Section 503: This section increases the authorization of appro­

priations for grants to the States and Hawaii for vocational re­
habilitation of disabled persons by increasing the amount author-
Ized for this purpose for each fiscal year by section 531 of the Social 
Security Act from $1,938,000 to 82,938,000. 

TITLs VI-AmExs MNaseTSTO THE INTERNAL RsVsENsE COos
 
FEDERAL INSURANCE CONTRIBUJTIONS ACT
 

TAE DRSCIOS10AN140FTHITRALRVN OE
 
TAEuosSCIOS10AN140FTHITRALEEUEOD
 

(FOnLMERLY SECTIONS 501 AND 804 OF THE SOCIAL SECURITY ACT)
 
Sections 601 and 604: Under the existing provis~o-ns of sections 

1400 and 1410 of the Internal Revenue Code (formerly sees. 801 
and 804, respectIvely, of the Social Security Act) the rate of tax on 
employees and the rate of tax on employers are each scheduled to 
increase on January 1, 1940, from 1 percent of the wages to 1%/ per­
cent, with a further Increase of 'A2percent at the expiration of 
succeeding 3-year periods until the maximum rate of 3 percent on
employees and 3 percent on employers is reached in 1949. Under
the amendment the increase scheduled for January 1, 1940, would 
be eliminated, and the rate of each tax would be as follows: 

Percent 
For the calendar years 1939, 1940, 1941, and 1942-------------- 1 
For 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 

A further change is made by this amendment. Sections 1400 
and 1410 of the Internal Revenue Code now provide that the rate 
of tax applicable to wages Is the rate in effect at the time of 
the performance of the services for which the wages are paid. 
This will unnecessarily complicate the making of returns and 
the collection of the taxes in later years when the rate of tax 
has been increased. For example, in 1943 the rate of tax increases 
from 1 percent to 2 percent. Thus, wages which are paid in 
1943 for services performed In 1942 will be subject to the 1-percent 
rate, while wages paid in 1943 for services performed in that 
year will be subject to the 2-percenit rate. Provision must there­
fore be made in the return for 1943 for the reporting of wages
subject to the different rates, and, In auditing the returns, it will 
be necessary to ascertain not merely the time when the wages 
were paid and received, but also the year of the rendition of 
the services for which the wages are paid. If employers have 
failed to make the proper distinction, many refunds and addi­
tional assessments will doubtless be necessary and confusion will 
result. Under the amendment the rate applicable would be the 
rate in effect at the time that the wages are paid and received 
without reference to the rate which was in effect at the time 
the services were performed. 
ADJUSTMENTS OF OVERPAYMENT AND 'UNDERPAYMENT OF EMPLOYEES' 

TAX
 
Section 602: Present section 1401 (c) of the Internal Revenue
 

Code (formerly see. 802 (b) of the Social Security Act) is designed
 
to permit the employer to adjust, without interest, overpayments

and underpayments of employees' tax without the necessity in
 
the former case of requiring the filing of a claim for refund
 
and in the latter case of the making of a demand by the collector
 
for the additional tax. The existing provisions of the section

require that the adjustment be made in connection with subse­
quetwg amns h ifrn ye fstain bann 
attentimwag hepayents.rThe diffoeredntdyesosituationscobretadinin
 
atutertime the is discovere en Shoul be aem
errorle e correctedsl 
numyerouseeiin becntinulsouslhem-yForexmpleatheoemployeeumay
poydadrcingem eatnateulrnevlsorhmy
be entitled to no remuneration for some time to come, or if he is
 
entitled to remuneration, it may not be taxable because his

servispe is rendered temporarily, or for an indefinite time, in a
foreign country, or because he has already received 83.000 from 
the employer for services rendered during the calendar year, the 
maximum taxable remuneration under section 1426 (a) of the 
Internal Revenue Code (formerly sec. 811 (a) of the Social Se­
curity Act), or the employee's connection with the employer who 
made the error may have been severed. Morecver, undercollections 
require a procedure different from that in the case of overcollec­
tions. The use of the term "wage payments" causes difficulty
since the term "wages" has a restricted meaning for the purpose
of this tax. Furthermore, It may prove desirable In certain cir­
cumstances to provide for adjustments at times other than in 
connection with subsequent payments of remuneration to the 
individual. This amendment, by use of the word "remuneration" 
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srieper fomdatrDcmbr3,13,bon employee thecizesp forIrepctveoof such services; and an Individual whose services as a salesman are 
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inrtoad.c Of 'Wage" and by leaving the manner and time of the 
adjustnment to be prescribed by regulations, will enable the admin-
istrative Officers to meet the varied situations which arise, 

RECEIPTS FOR EMPLOYEES 
-Section 603: This section amends subchapter A of chapter 9 of

theIntr-,-tlRevnueCod(frmely itl VII o th SoialSecr-
th AnterbyalnReveinuea tormryni suof atherCoew(f inisu ScaSeu-

ItyAd)by nsetin a ew ecton n sch ubcaptr.Subsec-
tion (a) of the new section requires every employer to furnish each 
emIployee with a written statement or statements, in a form suit-

* bie for retention by the employee, showing the taxable wages paid 
to the employee after December 31, 1939, for services rendered in his 
employ, and the amount of tax imposed by section 1400 with re-
SPoct to such wages. In addition, the names of the employer and 
employee, and the period covered by the statement, are to be shown. 
L ach statement, or receipt, must cover one or more. but not more 
than. four, calendar quarters. Under existing Treasury regulations 
the employer is required to file a return for each calendar quarter
With the Collector of internal revenue, showing the amount of 
wages paid to each employee. By requiring the receipts to cover 
one or more calendar quarters, the employer is enabled, in making 
out such receipts, to use the amounts of wages of each employee 
as shown on the copies of the quarterly returns which the employer 
retains. Returns, under existing Treasury regulations, must be 
filed with the collector within the calendar month following the 
Close of the quarter. The section gives employers an additional 
month within which to furnish their employees with the receipts.
however, when an employee leaves the employ of the employer, the 
fin.al receipt, covering the period from the termination of the period
covered by the last preceding receipt furnished the employee, is to 
be given the employee when the final payment of wages is made to 
him. If the employer chooses, he may under the section furnish a 
receipt to an employee at the time of each payment of wages during 
a calendar quarter, in lieu of covering In a single receipt the total 
Wages paid to the employee during such quarter.

Subs~ection (b) provides that any employer who willfully fails to 
furnish a statement to an employee in the manner, at the time, and 
showing the information, required under subsection (a), shall for 
each such failure be subject to a civil penalty of not more than $5. 
TAXES UNosR sEcTioi4T 1410 OF TilE INTERNAL REVENUE CODE (FORMERLY 

SECTION 804 OF THsE SOCIAL. SECURITY ACT) 
Section 604: See section 601. supra. 

ADJUSTMENT OF EMPLOYERS' TAX 
Section 605: The amendment made by this section to section 

1411 of the Internal Revenue Code (formerly sec. 805 of the Social 
Security Act), relating to adjustments of employers' tax, is in-
tended to acecomplish the same purpose as the corresponding
amendment to section 1401 (c) of the code, relating to adjustments
of employees' tax. See section 602. supra. 

DEFINITIONS 

Section 606: This section. effective Janusry 1, 1940, amends see-
tion 1426 of the Internal Revenue Code, containing definitions 
applicable in the case of the old-age insurance taxes. 

Definition of wages
1426(a) Ths preentdefni-susecioncontnue th

Section 12 a hssbeto otne h rsn eii 
tion of wages, but excludes certain payments heretofore included. 
Paragraph (2) excludes all payments made by the employer to or 
on behalf of an employee or former employee, under a plan or 
system providing for retirement benefits (including pensions), or 
disability benefits (including medical and hospitalization expenses),
but not life Insurance. These payments will be excluded even 
though the amount or possibility of such payments is taken into 
consideration in fixing the amount of remuneration and even 
though such payments are required, either expressly or impliedly,
by the contract of employment. Since it is the practice of some 
employers to provide for such payments through insurance or the 
establishment and maintenance of funds for the purpose, the pre-
miums or insurance payments and the payments made into or out 
of any fund will likewise be excluded from wages. Paragraph (3)
expressly ecxlude~s from wages the payment by an employer (with 
out deduction from the remuneration of, or other reimbursement 
from, the employee) of the employee's tax imposed by section 1400 
of the Internal Revenue Code (formerly sec. 801 of the Social 
Security Act) and employee contributions under State unemploy-
mnent compensation laws. Paragraph (4) excludes dismissal pay-

nments which the employer is not legally obligated to make. 
Definition of employmnent 

Section 1426 (b) : This term is defined to mean any service per-
formed prior to January 1, 1940, which constituted employment

asdefined In this section prior to such date; and to mean any
Servce erfrme eceber31, 939 byan mplyeefortheafer 

proemlynhi.irsetvoftectznhpor residence 
of either, (A) within the United States or (B) on or In connection 
with an Ailaericanl vessel (defined in subsection (h)) under a con-
tract of service entered into within the United States or during the 
performance of which the vessel touches a port therein, if the em-
ployee Is employed on and in connection with the vessel when out-
side the United States. No substantive change in existing -law Is 
effected by the introductory paragraph of this provision except the 
extension of the definitlon to include service on American vessels. 
This extension Is designed to include, with the qualifications noted,
all service which is attached to or connected with the vessel (e. g.,
service by Officers and members of the crew and other employees 
such as those of concessionaires). Individuals who are passengers 
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on the vessel In the generally accepted sense, such as an employetO
of an American department store going abroad, will not be included 
because such service has no connection with the vessel. Service 
performed on or in connection with an American vessel within the 
United States will be on the same basis as regards inclusion as
other service performed within the United States.

Under existing law service performed within the United States
(which otherwise constitutes employment) is covered Irrespective
of the citizenship or residence of the employer or employee. TIhe 
amendment makes clear that this will be true also in the case of 
maritime service covered by the amendment, regardless of whether 
performed within or without the United States. The basic reasons 
which caused the original coverage to be made without distinctions 
on account of citizenship or residence apply in the case of sea­
mon. The number of foreign seamen who may be employed on 
American vessels engaged in trade is limited under our shipping
laws. 

The definition of the term "employment" -under the amendment, 
as applied to service rendered prior to January 1, 1940, retains 
the exemptions contained in the present law. The definition 
applicable to service rendered on and after that date continues 
unchanged some of the present exemptions, revises others, and 
adds certain additional ones. 

Paragraph (1) continues the exception of agricultural labor, but 
a new subsection (i) defines the term for purposes of the exclusion. 

Paragraph (2) continues the present exception of domestic 
service in a private home, but adds to the exception such service 
in a local college club, or local chapter of a college fraternity or 
sorority (not Including alumni clubs or chapters). Thus services 
of cook, waiter, chambermaid, and the house mother, performed for 
these local clubs and chapters, are exempt.

Paragraph (3) continues the present exception of casual labor 
not in the course of the employer's trade or business. 

A new paragraph (4) excludes service performed by an In­
dividual In the employ of his son, daughter, or spouse, and 
service performed by a child under the age of 21 in the employ
of his parent. This exclusion Is already contained In the Federal 
unemployment tax provisions of the existing law. The old para­
graph (4), which excluded service performed by an individual 
who has attained the age of 65. is repealed. 

Paragraphs (5) to (13). inclusive, are identical with the same 
paragraphs in section 209 (b) of the Social Security Act. For
detailed analysis of such paragraphs see pp. 46-49 of this report.

Section 1426 (c): This subsection relates to an employee who 
has both included and excluded service for the same employer
during a pay period. It provides that If one-half or more of the 
services constitutes included employment, all of such service 
will be included: but that if less than one-half constitutes In­
cluded employment, all will be excluded. 

The provision does not apply to the service of an employee in a 
pay period if any of the service of the employee in the pay period 
isecverued unde(omrlsubchapt rrersofcapter9c of theIntrna
 
RvneCd frel h aresTxn c f13)


Definition of employee 
Section 1426 (d) : This definition is Identical with the definition 

in section 1101 (a) (6) of the Social Security Act, which is applicable
to title II (see see. 801 of the bill). The amendment to the defi­
nition relates to salesmen. In some instances where remuneration 
is by way of commission and the.services are performed away from 
the place of business of the person for whom they are performed, the 
individual performing the services is held to be on employee, while 
In others he is held not to be an employee. A restricted view of the 
employer-employee relationship should not be taken in the adminis­
tration of the Federal old-age and survivors insurance system in 
making coverage determinations. The tests for determining the re­
lationship laid down in cases relating to tort liability and to the 
common-law concept of master and servant should not be narrowly
applied. In certain cases even the most liberal view as to the exist­
ence of the employer-employee relationship will fall short of cover-
Ing Individuals who should be covered, for example, certain classes of 
salesmen. In the case of salesmen, it Is thought desirable to extend 
coverage even where all of the usual elements of the employer-
employee relationship are wholly lacking and where accordingly 
even under the liberal application of the law the court would not 
ordinarily find the existence of the master-and-servant relationship.
It is the intention of this amendment to set up specific standards 
so that individuals performing services as salesmen may be uni­
formly covered without the necessity of applying any of the usual 
tests as to the relationship of employer and employee. 

A salesman in business as a broker or factor is excluded If the 
services are performed as part of such business, and, in furtherance 
of such business, similar services are performed for other persons and 
one or more employees of such salesman perform a substantial part 

csa evcs o ntecus fsc niiulspicpltae
cauasiervices, noption,thicuse sncuchd taenof intedividulitpioncia.
businssdfntornccpaIons not tintnclud fecti the definiton.-mpoe
sthius defnitionesmano inted dtoafc huteethe employer-employlema.
stausiofsa shalfesmah hsen employee ofandh scsalesman.eThus thel 
busainesslc haufeuwhhabenn aemployee of salesmanswill 
eansll h mloe fsc aemn 

Definition of employjer
Section 1426 (e) : This new definition Is for the purpose of making

clear that the extension of the broadened employee concept also 
broadens the employer concept. Thus where a salesman Is held to 
be an employee, the person for whom the salesman performs the 
Serices is the employer. For example, an Insurance solicitor who 
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executcs a contract with an insurance company under which he 
performs services as a salesman would be the employee of the insur-
ance company and not of the gencral agent of the company.

Section 1426 (f) and (g). defining the terms "State" and "per-
son," respectively, makes no change In the existing definitions of 
those terms, 

Definitions of American vessel andf agricultural labor 
Subsections (h) and (I) of section 1426 are Identical with sub-

sections (d) and (1) of section 209 of the Social Security Act. 
For detailed analysis of such subsections see pages 49 and 81 of this 
report. 

aSoaRT TITLE 
Section 607: This sectien Inserts a new section in subchapter A 

of chapter 9 of the Internal Revenue Code which provides that 
the s-ubchapter may be cited as the "Federal Insurance Contribu-
tions Act." 

FEDESAL UNEMPLOYMZENT TAX ACT 

TAXES UNDER SECTION 1600 OF TI-E INTERNAL REVENUE CODE (FORMERLY


SEC. 901 OF THE SOCIAL SECURITY ACT)

amndmnt hangs te 

tax liability under subechapter C of chapter 9 of the Internal Reve-
flue Code (formerly title IX of the Social Security Act) from "wages
payable" to "wages paid." That subchapter is thus brought into 

Secton 08:Thi bsisfordetrmiing 

conformity with subchapter A of chapter 9 (formerly title VIII of 
theSocal ecuityAc),alo ipoes on"waespaid."hic ta

Wthe soia ShepuritysAct),twhichtalsoimposesnataxeo "wages whnWage, fr oftheete pupostaesareconiderd pid hen
they are actually paid, or when they are constructively paid. i. e.,
credited to the account cf, or set apart for, the wage earner so that 
they may be drawn upon by him at any time although net then 
actually reduced to possession.

Under the existing law wages are "payable" with respect to em-
ployment during a calendar year. even though the amount of wages
Is not fix:ed ,aid no right exists to enforce payment at any time 
during that year. Thus a, bonus paid in 1939 for services per-
formed in 1038 constitutes "wages payable" for 1938, even though
the ameunt of the bonus may not have been known In 1938 and 
no obligation to pay it existed in that year.

In cases in which remuneration for services of an employee in a 
particular year is based on a percentage of profits, or on future 
royalties, the amnount of which cannot be determined until long
after the close of the year. the employer has been required to esti-
mate unascertained amounits and pay taxes and contributions on 

thatbass.ha oveestmatd.f h ubsquen corecion onthe 
return must be made with consequent refunds. If the employer
has underestimated, additional taxes may become due and he may
also be compelled to pay additional State contributions, which are 
usually not allowable as credit because not timely paid. Th 
attendant difficulties and confusion cause a burden on employers
end administrative authorities alike. The placing of this tax on 
the "wages paid" ba-sis will relieve this situation. 

With both the old-age-!nsurarnce tax and the unemployment-
compensation tax on the "wages paid" basis, the keeping of records 
by employers will be simplified.

'The new basis of taxaton will apply to all wages for services ren-
dered after the beginning of 1939. Insofar as the amendment 
would be retroactive with respect to the year 1939. it would not 
increase the tax liability of any taxpayer. 

CREDIT AGAINST TAX 
Section 609: This section relates only to the tax with respect

to services rendered in 1939 and thereafter, 
Contributions to State unemployment funds 

Section 1601 (a) : The present section 1601 (a) of the Internal 
Revenue Code (formerly sec. 902 of the Social Security Act) pro-
vides that a taxpayer may credit against the Federal tax only
contributions paid by him under a State law "with respect to 
employment." as defined in section 1607 of the Code (formerly 
sec. 907 of the act). Since the definition of employment In 
section 1607 restricts the meaning of the term to certain types
of service, the taxpayer is not given credit for contributions made 
under a State law with respect to services not covered by the 
Federal law.. Subdivision (1) eliminates the references in exist-
Ing law to "employment," thus allowing the taxpayer to credit 
against the tax the contributions which he is required to pay.
and wh~ch he actually pays, under a State law. The amend-
ment also includes a requirement that credit shall be allowed 
only for contributions to an unemployment fund which has been 
maintained during the taxable year as specified in the amend-
meat to section 1607 (f) of the Internal Revenue Code. 'See 
sec. 614, infra.)

Subdivision (2) provides that credit shall be permitted against
the tax for the taxable year only for the amount of contributions 
paid with respect to such year. This effects no substantive change
In the present law.CODTOSOADIINLCETALWNE 

Subdivision (3) liberalizes existing law by giving employers 
more time within which to pay their contributions to the State 
and secure credit therefor against the Federal tax. Under exist-
Ing law credit is allowable only for contributions with respect 
to the taxable year paid to the State before the dhde date of the 
Federal return for such year. The amendment permits full credit 
for contributions paid on (as well as before) the due date. The 
amendment further permits a credit for contributions paid after 
the due date of the Federal return but on or before June 30 next 
following the due date, but *this credit is not to exceed 90 per-
cent of the amount which would have been allowable as credit 
on account of such contributions it they had been paid on or 
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before the due date. For example, If an employer's gross liability
for Federal tax at the 3-percent rate is $100, and his liability for 
the same year for State contributions is also $100, and he paid
such contributions on or before the due date of the Federal 
return, he would be entitled to the maximum credit (under the 
limitation provided in sec. 1601 (c) ) of 90 percent of the Federal 
tax, or $90. and his net Federal tax would be $10. If, however,the employer paid the $100 In contributions after the due dato
but not later than June 30 next following, his credit would be 
90 percent of $9v, or $81. arid his net Federal tax would be $19. 
No credit Is allowable for contributions paid after June 33. 

Thus substantial relief is given employers for 1939 and future 
years. Your committee Is of the opinion that further liberalization 
of the conditions under which this credit would be allowable might
endanger the orderly functioning of the system. It Is desirable not 
to remove the aid provided in existing law to the State unemnploy­
ment-compensatlon systems which has been secured through the 
Inducement to employers to pay their State contributions promptly. 
Furthermore, any change should be avoided which would Impede
the audit of the Federal returns or delay final determination of the 
taxpayer's liability beyond a reasonable time after the returns are 
thesed I ahstomtendeed fornliberaiation inhavo ofe thven factorsiaswel 
ths atr sw. s otene o iealzto nfvro h 
txpayers.

Certain exceptions to the foregoing general rule are made In the 
amendment, however, to meet cases of genuine hardship.

Subdivision (3) removes the time limitation for payment of Statecontributions in those cases where the assets of the taxpayer are in
the custody or control of a court at any time beginning with the 
due date and ending with the next following June 30. both dates 
inclusive. 

Subdivision (4) grants relief in cases of payments made through
mistake under the wrong unemployment-compensation law. In 
such a c se payment under the proper State law with respect to the 
remuneration In question will be deemed, for the purposes of credit 
against the Federal tax, to have been made on the date of the 
erroneous payment. If the taxpayer's experience under the law of 
the wrong Stote had entitled him to cease paying any contributions 
for services subject to that law and by reason thereof the taxpayer
had actually paid no contributions with respect to the remunera­
tion in question, payment to the proper State will be treated, for 
such tax-credit purposes, as having been made on the date on which 
the Federal tax return was actually filied. 

Subdivision (8) provides for refund of any tax (including any
 
penalties and interest) which has been collected but with respect to

which credit allowable under th~s section has not been taken. The 
law (including statutes of limitations) applicable In the case of 
erroneous or illegal collection of tax will apply to such refunds. 
No interest will be paid on any such refund. 

Additional credit 
Section 1601 (b) (formerly sec. 909 (a) of the Social Security

Act): 'rhIls amendment changes In some particulars the existing law 
relating to additional credit allowance. 

It expressly conditions the allowance of an additional credit upon
certification of the State law under section 1603 (c) of the Internal 
Revenue Code (formerly sec. 903 (b) of the Social Security Act) and 
under the proposed amendment to section 1602 (c). (See sec. 610. 
infra.) 

It extends the additional credit to reduced rates of contributions
required under a State law with respect to employment not coveredby the Federal tax, thus bringing this subsection into conformity
In that regard with the proposed amendment of subsection (a) 
(relating to contributions to State unemployment funds), 

Under the amendment, additional credit allowance will be based 
on the difference between the amount of contributions the tax­
payer was required to pay under the State law and the amount 
he would have paid had he been subject under such State law 
to a rate of 2.7 percent. rather than on the difference between 
the amount the taxpayer actually paid under the State law and 
the highest rate applicable "from time to time" thi'oughout the 
taxable year. This change, in addition to measuring the credit by
2.7 percent of the pay roll with respect to which contributions are
 
required under the State law, also eliminates the possible necessity

for measuring additional credits In terms of periods of less than
 
1 year. 

Limit on total credit 
Section 1601 (c) restates the existing law limiting total credits 

against the Federal tax to not In excess of 90 percent of such tax. 
Since both the provision with respect to credits for contributions 
actually paid and the provisions with respect to additional credits 
are now included in one section of the law as subsections (a) and 
(b), respectively, it is unnecessary to Include the limitation sep­
arately in respect to each subsection. 

CNIIN FA~rOA RDTA.OAC 

Section 610 (a) : This subsection amends the provisions of exist-
Ing law (sec. 1602 of the Internal Revenue Code; formerly sec. 
910 of the Social Security Act) relating to the requirements with 
respect to additional credit allowance. 

The terms "employers," "employment," and "wages," which are 
defined In section 1607 and have special meanlngsr not applicable
here, are replaced by terms such as "persons having individuals in 
their employ." "services," and "remuneration," in order to make 
the requirements of this subsection more easily understandable In 
their application to State laws whose coverage differs from that of 
the Federal law. The phrase "person (or group of persons)"' has 
been used in the standards with respect to afl types of State 
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funds, to make clcar t~hat a Statc law may mcasure, for individual 
expcriellce-rating purposes, either an individual employer's record. 
or may lpernit two or more employers to combine their records and 
be treatedl, for expcrience-rating purposes, as if they were a single
legal ent 'ty. Several verbal changes are suggested in this subsec-
tion In the Interest of clarity, 

In order to facilitate the administration of provisions in State 
laws allowing variations in rates of contributions, the term "corn-
PutatiOn date," defined in subsection (d) (7) of the code, has been 
adopted, and the phrase "year preceding the computation date" sub-
stituted for terms such as "preceding year" and "year," to permit
the States to compute reduced rates as of a date prior to the date 
on which such reduced rates will become effective, 

Sfate standardls 

Section 1602 (a) of the code is amended by adding a new stand-
ard with respect to the allowance of additional credit, which re-
quires that Irrespective of the type of fund maintained under 
the State law, the State law will contain provisions whereby varia-
tions in rates of contributions as between different employers will 
be so computed as to yield, with respect to each year, a total 
amount of contributions substantially equivalent to 2.7 percent
of the total pay rolls of emp~oyer-s, subject to the contribution 
requirem~enlts of the State law. Fluctuations in pay rolls from 
year to year predclue the computation of rates in such a manner 
as to yield an exact amount, Your committee believes that this 
now standard with respect to individual employer-experience rating
Is essential to protect the fundamental purposes of the Federal 
tax credit system for providing unemployment compensation.
Because it is an additional standard. State laws under which par-
ticular types of funds are maintained will be required to comply 
with this over-all standard as well as the applicable standards pre-
scribed in paragraph (2). (3), or (4) of this subsection. The effec-
tive date of this new standard is postponed, under section 610 (b)
of the bill with respect to the standards prescribed in paragraphs 
(2) and (4), to permit States to conform therewith without in-
curring the expense of special legislative sessions (sec. 610 (b)
infra) . 

Paragraph (2) incorporates the standards of existing law appli-
cable to a pooled fund or partially pooled account, except that the 
phrase "years of compensation experience" in -the present law has 
been. replaced by a broader phrase permitting the use of an em-
ploycr's "experience with respect to unemployment" or an em-
ployer's experience with respect to "other factors bearing a direct 
relation to unemployment risk" as a basis for individual-experi-
ence rating under a pooled fund. This change is made in order 
to extend the possible bases by which State laws may measure 
eligibility for reductions in employers' rates of contributions to a 
pooled fund, thus adding flexibility to the present law. Because 
of th~s change, the definition of the phrase "year of compensation
experience" in subsection (d) (old subsection (c)) of this section 
Is no longer necessary. 

Paragraphs (3), (4), and (5) : The reserve requirements with 
respect to reserve accounts (uinder the amended new paragraph
(4) to become effective January 1, 1942) and guaranteed employ-
ment accounts have been restated in terms of 2'/,. percent of the 
pay roll for 3 years, rather than 7%/ percent of the pay roll for 
1 year. The term "pay roll" includes only the pay roll subject to 
the contribution requirements of the State law. This basis of 
measuring an employer's reserve or guaranteed employment ao-
count is more equitable from both the point of view of the 
employer and the State, since it permits the averaging of pay-roll 
experience over 3 years and avoids the unreasonable fluctuations 
in rates which may occur if pay rolls are substantially increased 
or decreased for a particular year. Because the standard rate of 
contributions under most laws is 2.7 percent (a very few State 
laws require a standard rate of 3 percent), employers could not 
accumulate a reserve equal to 7½/ percent of their annual pay 
roll in less than 3 years, except in very unusual situations. Hence, 
it is believed that the change in the reserve requirement to 21/
percent of pay rolls for 3 years in place of 71/ percent of pay roll 
for 1 year will not, in practical effect, alter the present reserve 
requirements.' The additional requirement with respect to 3 years
of contributions is deemed necessary to clarify the provision re-
hating to reserves equal to 2'/2 percent of the pay roll for 3 years.
Unless the employer has actually been subject to the contribution 
requirements of the State law for 3 years, the provision measuring
the reserve in terms of 21½ percent of pay rolls for the 3 pre-
ceding years would operate to reduce the reserve requirements, 
Under these two paragraphs, an employer may not be permitted 
a reduced rate of contributions to his guaranteed employment 
account unless he has fulfilled his guaranty with respect to the 
preceding year. and an employer may not be permitted a reduced 
sate of contributions to his reserve account unless compensation

hsboeenpayable from his account throughout the preceding year.
Pasarp 5 noprtstene tnad ihrsett 

individual reserve accounts. In order to permit States maintain-
ing such accounts to conform therewith without incurring the 
expense of special legislative sessions, these new standards will 
not become effective until January 1, 1942. Prior to that date, 
the standards in paragraph (4), which Incorporate the present
law, will be applicable, 

Othe SttesandrdsBoard
Othe SttesandrdsIn 

Section 1662 (b) : This is a new subsection providing greater
flexibility to the States with respect to the allowance of reduced 
rates of contributions on the basis of which additional credits 
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against the Federal tax will bc allowed. Without rcg-ardl to this
 
subsection a State may allow reduced rates under Individual em­
ployer expericnce rating systems In conformity with the standards
 
in subsection (a) of this section. In addition, under the option

provided by this subsection, a State may adopt either of two
 
alternative courses of action if it meets the standards set forth
 
in paragraphs (1) and (2) of this subsection: (1) It may reduce
 
all employers' rates uniformly; or (2) iti may vary individual em.­
ployers' rates of contributions under experience-rating provisions

which comply with the applicable standards in paragraph (2) or
 
(3) or (4) of subsection (a) (par. (3) of this subsection) but
 
without so calculating the respective rates as to secure an annual
 
yield of an amount substantially equivalent to 2.7 percent of the
 
State pay roll, the requirement of paragraph (1) of subsection (a)
of this section. 

The two standards contained In this subsection relate to the 
amount in the State unemployment compensation fund as of the 
computation date and the compensation payable under the State 
law as of the date the reduced rate is effective. 

Under paragraph (1) the amount in the State fund, as of the 
date that amount is determined, must at least equal one and one-
half times the highest amount paid into such fund up to some 
date prior to the effective date of the new rate with respect to 
any one of the 10 preceding calendar years, or one and one-half 
times the highest amount of compensation,-paid out of such fund 
within any one of the 10 preceding calendar years. whichever 
amount is greater. This paragraph does not require that either 
contributions or compensation shall have been payable under the 
State law for 10 calendar years.

Under paragraph (2) the State law must provide for the pay­
ment of compensation to otherwise eligible individuals in accord­
ance with the following general standards or in accordance with 
general standards which are substantially equivalent thereto: 

(A) Within a compensation period of not more than 52 con­
secutive weeks any such individual will be entitled to receive a
 
total amount of compensation equal to not less than (i) 16 times
 
his weekly rate of compensation for a week of total unemploy­
ment, or (ii) one-third of the Individual's total earnings for in­
sured work during a base period of not less than 52 weeks, which­
ever is less;
 

(B) The waiting period with respect to each compensation
 
period described under clause (A) may not exceed 2 calendar
 
weeks of total unemployment or two periods of total unemploy­
menit of 7 consecutive days each. Such weekly or 7-day waiting
 
periods need not be consecutive. This section is not applicable
 
to periods for which an individual may be disqualified for
 
compensation:
 

(C) The weekly rates of compensation for total unemployment

will be related to the individual's full-time weekly earnings for
 
insured work during a period to be prescribed in the State law.
 
Such a period may be a single week, representative of the indi­
vIdual's customary full-time weekly earnings, may be several such
 
representative weeks occurring within a longer proscribed period,
 
or the State law may secure such a relation to such full-time
 
weekly earnings by formulae (such as a reasonable fraction of
 
total wages for insured work during that calendar quarter In the
 
individual's base period in which such wages wera highest) which
 
will produce a reasonable approximation of such full-time weekly
 
earnings. Such weekly rates of compensation may not be less
 
than: (I) $5 per week if such full-time weekly earnings were $10
 
or less; (ii) 50 percent of such earnings If they were more than.
 
$10 but not more than $30; and (iii) $15 per week if such earn­
ings were more than $30; and
 

(D) Compensation will be paid to an otherwise eligible indi­
vidual who, by reason of some involuntary unemployment during 
a week, earns less than his weekly rate of compensation. The 
amount of such compensation will at least equal the difference 
between the individual's weekly rate of compensation for total 
unemployment and his actual earnings for such week, 

Certificatimn by the Board with. respect to additional credit 
allowance 

Section 1602 (c) : This is a new subsection, requiring the Social 
Scrt or ocriyt h ertr fteTesri h 
saeurity eroar Itocertifyiotes Staecreary ofnter Treasury, in0 the 
Stame manne asic it cetfieds Statey lwst undersectioemnt 160 scb­
setate laws whic it ofindis sctompl withisthe rqiremaentfof sub-ia 
sectioni(a)o(boftisetion.weetoknso ud Provso misnmande for patial
caerSticatio lwherne tof khindho funds c ar malintaiesunderio the 
same)oState lawione of which falst complt wthsusetion (a)iiedbtwe 
tor kind ofti sectioundor wherae lawcotriuton isaadividedlbredtwee 
twol kindsoweof und euet crditlyfunds perctatas h ate additonal 
wlillnbealwdolwith repecetreducedmratesoallowedsintcom­
plincerwtthhseprequisiementst ofwthissectonisi llrset 

Underthesrequprovisints af Staietela which rcmpives an alqulireset
wthterqrmnsofhiseinwllecvenuqaiid
certification. In some States, provision is made for the mainte­
nance of two parallel systems (such as a reserve account system
and a guaranteed employment account system). In such States, 
some employers may be covered by the one system and other 
employers may be covered by the other. In such States there would 
be no difficulty in certifying one system, even though the other 
failed to comply with the requirements of this section, and the 

would accordingly be directed to do so by subsection (c) (2).other States, contributions with respect to particular wage 
payments are required to be divided between two kinds of funds 
(such as the requirement that a part of each employer's contri­
bution be credited to his8 own reserve account and a part to a 
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"partially pooled" fund which is operated as a reinsurance fund). 
If in this type of situation the provisions of the State law with 
respcct to one or the other such fund do not comply with the 
requirelnents of this section. the Board Is directed to make such 
certification as will permit the allowance of ad~ditional credits 
only with respect to those reduced rates which have been allowed 
in accordance with the requirements of this section. 

In addition, this new subsection includes a paragraph requiring 
the Social Security Board to advise the States, in the same manner 
as it advises thre States of its findings under section 1603, whether 
or not the~r laws comply with the requirements of this section; after 
finding such compliance, the Board may thereafter deny certifies-
tion of a State law for additional credit purposes-only after prior 
notice and opportunity for hearing to the State. and only If it 
finds the State law no longer contains the applicable provisions
specified in subsection (a) or (b) or the State has failed to comply 
substantially with any such provision. The present subsection (b) 
of this section is eliminated because its purpose is achieved by the 
foregoing provisions, 

Definitions 
Section 1602 (d) : Paragraphs (1) and (4) of this subsection are 

amended to make clear that from a particular employer's reserve 
account or guaranteed employment account all compensation pay-
able ntebsso evcspromdfrhmadol opna 
tion payable on the bas's of services performed for him is to be 
paid. This Incorporates in part the exception clause in the present 
definition of a pooled fund, i. e.. that compensation may not be 
paid from a partial pool or reinsurance fund unless the reserve 
account or guaranteed employment account of the employer on the 
basis of whose services the benefit claimant had earned his benefit 
rights is exhausted or terminated, 

The present paragraph (2) is revised and divided Into paragraphs 
(2) and (3) in order to distinguish more clearly between a fully 
pooled fund and a partially pooled (or reinsurance) fund. The 
newv paragraph (3) permits the maintenance of a partially pooled 
fund In connection with a guaranteed employment account, as well 
as in connection with a separate reserve account. The definition 
of the partially pooled account also makes clear that a State may, 
without endangering its compliance with the definitions of the term 
"reserve account" and "guaranteed employment account," provide
for trnnsfers from reserve accounts or guaranteed employment 
accounts to a partially pooled account. SeealSat aw ow 
provide for such transfers. 

Paragraph (4) (old paragraph (3) ) amends the present law to 
permit guarantees of employment to be operative only with re-

setto individuals wvho contmnue to be available for suitable work 
specte gurnedetbihet li rvso sdee ee 

sary because under the present provision it is not clear whether 
employers are relieved from their guarantees with respect to dinl-
vidualus who quit voluntarily, or are unable to work because of some 
incapacity. or are out on strike. etc. This paragraph is also 
.amended to make clear the general understanding with respect to 
Its requirements concerning the probationary service period, i. e.. 
that thec probationary per od must be served within a continuous 
period immediately following the employee's first week of service 
anti mayntb-lie eetdywt epc oitritn 
periods of employment which never exceed 12 consecutive weeks, 
The last clause cf.' this definition is amended to clarify the point
that guaranteed remuneration and unemployment compensation are 
not the same, and that the guaranteed remuneration is not to be 
payable out of the guaranteed employment account. 

Paragraph (5) (old par. (4) ) deletes the definition of the term 
"yero ccnresatonexperience," because that term is no longer

"year of comgrpensati(on d~r 1)o eto C2() h ei 
nisod ftetem"er inprgah()(l par.(1s ofrasection 1d02(a). thepermi-
Sltlteon oflthewtrm"yea r"anthis paragraphsis dosgne tonpermtite 
Stats. to aellw ra ucdrts on the basis of 12caconsecutive 

mcnts. s a yar.trolleronthebasiwll ofa clendr 
Para~raph (8). defining the term "balance." Is a new definition 

added to make clear that the amount of the reserve required to be 
accumulated by employers with respect to whom a reserve acut 
or a guaranteed employment account is maintained, is to be made 
tip) of payments by such employers and may not be made up of 
emnployee contributions or funds from other sources. If employee 
conitributions are required undter a State law which provides for 
the maintenance of reserve accounts or guaranteed employment
funds, sc otiuin a epybeit h enuac 
fund. The exception contained in this definition, which permits 
the inclusion within a "balance" of payments other than payments 
by employers if made to a reserve account or guaranteed employ-
Inent account prier to January 2, 1g39. is designed to relieve the 
States of complicated comnputa~tions where payments, other than 
payments by em~ployers, have been paid to such accounts during 
early months of the State's experience. 
arParagraph (7) defines the term "computation date" to include 

any date occurring within 27 weeks prior to the date that a reduced 
rate goes into effect. As above indicated, this provision Is de-
sig~ned to give the States ample time within which to make their 
ccinputatlons with respect to variations In rates of contributions, 
Such computations are to be made at least once in each calendar 
year. 

Paragraph (8), defining the term "reduced rate." is designed to 
make clear thlat the requirements of subsections (a) and (b) are 
not applicable to a reduction from an Increased rate to a standard 
rate. i. e., situations in which employers with bad employment 
experience have been required to pay Increased rates and are sub-
&equently permitted to pay the standard or normal rate, 
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Section 610 (b) : This subsection of the bill. referred to In con-

ne~ction wvith section 1602 (a) (1) of the Internal Revenue Code, Is 
necessary In order to permit employers who are allowed reduced 
rates of contributions under State laws which conform with the 
present standards, to secure additional credits on the basis thereof 
and to avoid requiring States to convene special sessions of their 
legislatures in order to conform their laws with the new Standard 
In section 1602 (a) (1) of the code. This section of the bill post­
pones the application of that new standard with respect to pooled 
funds, partially pooled accounts, and individual reserve accounts, 
until January 1, 1942. thereby allowing ample time for all States 
to enact necessary amendatory legislation at the next regular 
sessions of their respective legislatures. 

PROVISIONS OF. STATE UNEMPLOYMENT COMPENSATION LAWS 
Seto61:Tecagsmdinprrph(),3,an(4
Seto61:TecagsmdInprrph ),3,ad(4 

of section 1603 (a) of the Internal Revenue Code (formerly see. 
903 (a) of the Social Security Act) by this section correspond to 
those made in paragraphs (2), (4). and (5) of section 303 (a) of 
the Social Security Act by slection 302. supra. 
EXTENSION OF 'TIME FOR FILING TAX RETURNS 'UNDER Rt'DCHAPTER C OF 

CHAPTER 9 OF THE INTERNAL REVENUE CODE 
Section 612: This section amends section 1604 (b) of the Internal

Revenue Code to authorize a longer extension of time for filing the 
return of the Federal unemployment tax. Existing law permits an 
extension of as much as 60 days. The amendment would provide 
an additional 30 days. or 90 days in all. The extensions under 
section 1604 (b) are granted under rules and regulations prescribed 
by the Commissioner of Internal Revenue with the approval of the 
Secretary of the Treasury. An employer finding it impossible to 
make his return on January 31. the due date prescribed In section 
1604 (a). or to pay his State contributions by that date. may make 
application In accordance with such rules and regulations for an 
extension of time for filing his Federal return. If granted, the em­
ployer has until the extended due date, as granted, to make nis 
return and pay his State contributions. No delinquency penalty 
will be incurred for late filing and no loss of credits will be suffered 
if the return is filed, and the contributions paid to the State, on or 
before such extended due date. 
INTERSTATE OR FOREIGN COMMERCE AND FEDERAL INSTRUMENTALrTIES 

Scto61:Tiseindsgaesxsigscin106fth
Iternal 13 Coec(formderlynase. 9xsigscin106 of theRevenu oilScuiyAt 
Itra eeu oe(omrysc 0 fteSca euiyAt 
as subsection (a). A clarifying amendment to the provision makes 
I clear beyond any possible doubt that an employer engaged in 
foreign commerce Is on the same basis as respects authority ofa
State to require payments Into an unemployment fund as employers 

engaged In interstate commerce. 
This section also amends section 1606 by adding subsections (b)

and (c). relating to Federal instrumentalities, and (d), relating to 
employment on lands held by the Government. 

Subsection (b) confers on State legislatures authority to require 
Instrumentalities of the United States (except those wholly owned 
by the United States or exempt from the taxes Imposed by sees. 
1410 and 1600 of the Internal Revenue Code (formerly sees. 804 and 
901. respectively of the Social Socurity Act) by any other provision
 
of law) to comply with State unemploymont compensation laws.
 
Under this amendment the States would be able to cover under
 
their unemployment compensation systems national banks and cer­
tain other Federal instrumentalities. Protection against any pos­
sible discrimination against instrumentalities of the United States
 
is afforded by the two provisos, which make the permission to re­
quire compliance with the State law conditional upon equality of
 
treatment and upon the approval and certification of the State law 
under section 1603 of the Internal Revenue Code (formerly sec. 903 
of thp Social Security Act). 

Su.~scction (c) makes provision for examination by the Comp­
of the Currency of returns and reports made to the States by

national banks. 
Subsection (d) authorizes the States to cover under their unem­

ployment Compensation laws services performed upon land held by 
the Federal Government, such as services for hotels located in 
national parks. 

ENIIS 
Seto 1DTi etoeffeNctiveJnuay1 90 mnssc 
Scin64 hsscin fetv auiy1 90 mnssc

tion 1607 of the Internal Revenue Code, containing definitions 
applicable in the case of the Federal unemployment tax. 

Definition of employer 
Section 1607 (a): No change from existing law is made In this 

definition. 
Definition of wages 

Section 1607 (b): This subsection continues the present definl­
tion of wages, but excludes certain payments heretofore included. 
Paragraph (1) excludes that part of the rem'uneration 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 WIthrsett mly 
meat during such calendar year. Paragraph (2) excludes all pay-
meats made by the employer to or on behalf of an employee or 
former employee, under a plan or system providing for retirement 
benefits (including pensions) or disability benefits (including med­
ical and hospitalization expenses), but not life insurance. These 
payments will be excluded even though the amount or possibility
of such payments Is taken Into consideration in fixing the amount 
of remuneration and even though such payments are required. 
either expressly or impliedly, by the contract of employment. Since 
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it. is tile practice of some employers to provide for such payments Section 1607 (e). defining "State agency," makes no change In 
through',I insurcncc or tho establishiment and maintenance of the existing definition of that term. 
flunch for too purpose, the premiums or insurance payments andDeitonfuemly ntud 
thCe 	 palYmn-its nt-.Ce into or out of any fund will likewise be ex-

e~deI im .',cs. Paralgraph (3) expressly excludes from wages
the -avinent by; a rneployer (w~ithout deduction from the remuner-

aeloremburc~nntofor the romtheemplyee oftheem-
ploYce's tax Imposecd by section 1400 of the Internal Rcvenue Code 
(formell"Y see. ~,01 of Social Security Act) and employee contribu-

tions; uider State1, unemploym tcmesto lw.Prgah
(4) excludes dismrissal payments which the employer is not legally 
ebl'gated to nlake. 

Definition of employment 
Section lC07 (c) : The amendments made here conform this defi-

nition to the definitions contained in amended section 209 (b) of 
the Social Sccurity Act and amrencled section 1426 (b) of the Inter-
nal R~evc'nuc. Code (formerly sec. 811 (b) of the Social Security Act) 

Wilhte exception of maritime, service. 
The definition of the term 'employment" under the amendment 

aLs alPP~lcd to service rendered prior to January 1. 1940. retains the 
exemptions contained in the present law. The definition appli-
cai)]e to service rendered on and after that date continues un-
chan~gect some of the present exemptions, revises others, and adds 
certaini additional ones. No substantive change in existing law Is 
eflected by the introductory paragraph of the definition, 

Pairagraj'lh (1) continues the exception of agricultural labor, but 
e. 	new subsection (1) defines the term for purposes of the exclusion. 

Paragraph (2) continues the present exception of domestic serv-
Ice in a private home, but acids to the exception such service 
III a local college club or local chapter of a college fraternity or 
sorority (not including alumni clubs or chapters). Thus services 
of cook, waiter, chambermaid, and the housemother, performed for 
these local clubs and chapters, are exempt.

Paragraph (3)inadds exception 	 in 
cotirse of the employer's trade or business. This exception is 
already eontained in amended section 209 (b) of the Social 
Security Act end amended section 1426 (b) of the Internal Reve-
flue Cede. 

Parag-raph (4) eontinues thle existing exception of service per. 
formed as anl cfficer or member of the crew of a vessel on the 
navigable waiters of the United States. 

cotiuerteaxitigaxepio o srvcepe-Parauegraphs 	 f pr(6)xepio 	 eric 
formed by an individual in the employ of his son, daughter, or 
spouse, and service performed by a child under the age of 21 
in the employ of his father or mother. 

Paraigraph (6) continues the exemption of service performed InI 
the employ of the United States, but with respect to Instrumen-
talities of the United States, limits the exemption to those instru­
mentalitics which are (A) wholly owned by the United States or 
(B) exem~pt from the tax imposed by section 1600 of the Internal 
Revenue Code (fo~merly sec. 901 of the Social Security Act) by 
virtue of any other provision of law. The change In this provi-
sion brings within the unemployment tax provisions certain Fed-
eral Instrumentalities not falling within clause (A) or (B) above, 
such as national bainks. 

Paragraph (7) continues the exemption of service for State gov. 
ernments. their subdivisions and instrumentalities, but lim~its the 
exemption with respect to instrumentalities so that It applies only 
to an instrumentality which is wholly owned by a State or politi­
cal subdivision or which would be immune from the tax Imposed 
by section 1600 of the Internal Revenue Code (formerly sec. 901. 
of the Social Security Act) by the Constitution. The amend-
ment thus narrows the present exemption and in no case 
broadens it. 

Paragraph (8) continues the exemption of religious, charitable, 
scientific, literary, or educational organizations, but brings the 
language of the exemption into conformity with the correspondinn 
exemption from income tax under section 101 (6) of the Internal 

Reenue Code, by adding a specific disqualifying clause applicable 
Iwhere any substantial part of the activities of the organization is 
carrying on propaganda or otherwise attempting to influence 
legislation. 

Paragraph (9) excepts services of employees covered by the rail-
road unemployment insurance system. This provision leaves un-
changed the exemption of the service of an individual in the 
employ of an employer subject to such system even though the 
Individual receives remuneration In a form (e. g.. tips) not recog-

Seto D67 efinition fub ddntwnef:Ti ouemis amendet 

sectinc167s. Theirst iseamendedsb
defintionade adingtose

setns.Tefrtotheaddsnecsisalrfyg
amendment providing that all sums standing to the credit of the 
Satinhe(drl)umpo et-usfndnd oey ih 
drawn from that fund by the State but unexpendled shall con­
stitute a part of the State fund. This removes any possible doubt 
whether such moneys remain a part of the State fund.Th 
second added* sentence provides that an unemployment fund shall 
be deemed to be maintained during a taxable year only if no part
of the moneys of such fund was expended for purposes other than 
payment of unemployment compensation and refunds of sums 
erroneously paid Into the fund. This provision, In conjunction
with an amendment to section 1601 (a) (see supra, sec. 609). 
makes it clear that an employer Is entitled to c~redit against the 
Federal tax only so long as the State uses Its fund for a proper 
purpose. 

Definition, of contributions 
Seto167g):TiprvsnIscaedoasoaodue 
Sfectione 1607s agd this provisincld inchaned sonasc avoidbutse 

o 	 eie em n hst nld ntetr cnrbtos 
payments required by a State law with respect to services not 
covered by the Federal law. 

Definition of compensation 
Section 1607 (h) : No change In existing law is made In this 

definition. 
Definition of employee 

Section 1607 (1): The term "employee" Is defined as in existing 
law to include an officer of a corporation. Although the term Is 
nobraedwihesctoslsmn 	 swsdnente 
dfnitibondefor purposespeof told-ageisurnanc coeage thne testse 

fan olofgecasualnclaborranot tthe 
fodermngthepoy-mlyerlaosipaddwni 
cases relating to tort liability and to the common-law concept of 
master and servant should not be narrowly applied. 

By the amendment to subsection (c), contained In paragraph 
(10) (A) thereof, uncompensated officers of any organization 
exempt from income tax under section 101 of the Internal Revenue 
code are excluded from the count in determining whether the 
organization is an employer of eight or more and liable for thetax. However, uncompensated officers of corporations not so 
exempt are not excluded for purposes of such determination 
merely because they are uncompensated. 

Section 1607 (j) and (k), defining the terms "State" and 
"Person," respectively, make no change In the existing definitions 
of those terms. 

Definition of agricultural labor 
Section 1607 (1) is Identical with section 209 (1) of the Social 

Security Act. For detailed analysis of such section see page 51 of 
this report. 

Section 615: This section inserts a new section In subchapter C 
of chapter 9 of the Internal Revenue Code which provides that 
the subchapter may be cited as the "Federal Unemployment Tax 
Act." 
TITLE Vr1-ASSENDMEN'rs To TrrLE X OF THE SOCIAL SEcuJIUTY AeT 

CHANGE IN REQUIREMENTS FOR STATE PLANS FOR AID TO THE BLIND 

Section 701: This section amends section 1002 (a) of the Social 
Security Act. Section 1002 (a) sets out certain basic require­
ments which a State plan for aid to the blind must meet In 
order to be approved by the Social Security Hoard. 

Section 701 (a) amends clause (5) so as to make it clear that 
the methods of administration of the State plan must be proper 
as well as efficient, 

Section 701 (b) adds a new clause, numbered (8), which Is 
effective July 1, 1941. Under this clause the State plan must 
provide that the State agency shall, in determining need, take 
into consideration any Income and resources of an individual 
claiming aid to the blind, It also adds a new clause, numbered 
(9). effective July 1, 1941, which requires that the State plan must 
provide safeguards which restrict the use or disclosure of infor­
mation concerning applicants and recipients to purposes directly 
connected with the administration of aid to the blind. These 
new provisions are similar to those added to title I of the Social 
Security Act by section 101 of the bill. 

nized as compensation under the Railroad Unemployment Insur-PAMNTOSTEFRAMOTHBLD 
ance Act, and leaves unchanged the inclusion of service In case 
it is performed by an employee in the segregable nonrailroad 
activities of an employer where segregation of the railroad activ-
ities from nonrailroiad activities is found necessary in the inter-
p:ctatlon and administration of the laws relating to the social 
security systemn and the railroad unemployment insurance system. 

Paragraphas (10) to (13), inclusive, are identical with the same 
paraggra~phs in section 200 (b) of the Social Security Act. For 
fdetailed analysis of such paragraphs see pp. 47-49 of this report, 

Se~ction 16G7 (d) : This section relates to anl employee who has 
both included and excluded service for the same employer during 
a pay period. It provides that if one-half or more of the services 
constitutes included employment, all of such service will be In-
eluded;l but that If less than one-half constitutes included em-
ploymeint. all will ho excluded. The provision does not apply to 
the service of an employee In a pay period If any of the service 
of the employee in thle pay period Ls covered under the railroad 
Unemployment-insurance system, 

Section 702: This section amends section 1003 of the Social 
Security Act. 

Subsection (a) of section 1003 is amended so that Its provi­
sions will conform with section 1001 of the Social Security Act, 
which authorizes appropriations to enable states to furnish finan­
cial assistance to needy Individuals who are blind. 

Subsection (b) (2) Is amended so as to provide that the Board, 
in making grants to States, shall reduce the amount to be paid 
to any State for any quarter by a sum equivalent to the pro rats 
share to which the United States Is equitably entitled, as deter­
mined by the Board, of the net amount recovered during any 
prior quarter by the State or any political subdivision thereof 
with respect to aid to the blind furnIshed under the State plan. 

A proviso eliminates from consideration for the purpose of de­
termining the amount of the offset any amount recovered from 
the estate of a deceased recipient which Is not In excess of the 
amount expended by the State for the funeral expenses of such 
deceased recipient, in accordance with the State public-assistance 
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law upon rhIch the plan Is based. The provision is a new one 

nd ls simillar in secpc and operation to thC oneO Included by
soctlon 102 of the bill in section 3 (b) (2) of ttle I of the Social 
,ecurity Act. 

6ecticn 703: This section amiends scction 1000 so as to conform 
Its provirions with section 1001 of thc Social Security Act, which 
.authorizcs aplpropriation~s to enable States to furnish financial as-
sistance to blind individuals who are needy, 
TITLE VIII-AMCXOMC%!1NTS To TITLE XI 0OFTHE SOCIAL SECURITY AcTr 

DEFINITION OF EMTPLOYEE AND OF EMPLOYER 
Secton 01:Subectonmens dfintio of"Stte"a) te
Secton 01:Subectonmens dfintio of"Stte"a) te 

contained in section 1101 (a) of the Social Security Act so as to 
include Puerto Rico for the purposes of titles V and VI of such act. 

Subecton ararapb) meds() o suh scton 101(a)by
inserting two new definitions which are applicable to title U1 of 
the act. 

Identical definitions appear in the amendments to section 1426 of 
the Federal Insurance Contributions Act, 

Trhe amendments to the definition of employee relate to salesmen,
In some instances where remuneration is by way of commission and 
the services are performed away from the place of business of the 
person for whom they are performed, the individual performing the 
services is held to be an employee, while In others he is held not 
to be ain employee. 

A restricted view of the employer-employee relationship should 
not be taken in the administration of the Federal old-age and sur-
vivors Insurance systerm in making coverage determinations. The 
tests for determining the relationship laid down in cases relating 
to tort liability and to the common-law concept of master and 
Lervant should not be narrowly applied. In certain cases even the 
most liberal view as to the existen.-e of the employer-employee
relationship wvill fall short of covering individuals who should be 
covered, for example, certain classes of salesmen, 

In the case of salesmen, it is thought desirable to extend cover-aLge vnweenlo h sa lmnso h lyrepoe 
relationship are wvholly lacking and where accordingly even under 
the liberal application of the law the court would not ordinarily
find the exist!n~ce of the master-and-servant relationship,

It is the intention of this ,amendment to set tip specific standards 
so that individuals performning- services as salesmen may be uni-
formly covered wvilhout the necessity of applying any of the usual 
tests as to the relationship of employer and employee,

A salesman in business as a broker or factor is excluded If the 
services aire performed as part of such business, and, In furtherance 
of such bus~ness, siirilar services are perfermed for other persons
and oen or more employees of such salesman perform a substantial 
part of such services: and an indlividual wvhose services as a sales-
moIn are casual services, not in the course of such individual's prin-
cipal trade, business, or occupation, is not Included in the definition, 
This definition is not intended to affect the employer-employee
status of a salesemn land the employee of such salesman. Thus, the 
bu~iiness chauffeur who has been an employee of a salesman will 
remain solely the employee of such salesman. 

The definition of employer Is to follow the definition of em-
ployce. It Is for the purpose of making clear that the extension of 
the breadened employee concept also broadens the employer ccn-
cept. Thus, where a salesman Is held to be an employee, the 
person for whom the salesman performs the services is the em-
ployer. For example, an insurance solicitor who executes a con-
tract with an insurance company under which be performs serv-
ices as a -salesman would be the employee of the insurance 
company and not the general agent of the company. 

PENALTY SECTIONS 
Section 802: This section amends title XI of the Social Security

Act, by adding the following two sections: 
Disclosure of in/ormsition -in possession of Board, 

Section 1106: This sectien prohibits the disclosure, except pur-
suant to Board regulations. of any returns or statements filed with 
the Commissioner of Internal Revenue under title VIII of the 
Social Security Act or the Federal Insuran'cae Contributions Act, or 
regulations thereu.nder, which have been transmitted by the Coam-
missioner to the'Board. The prohibition against disclosure, except 
pursuant to Board regu~lations, also extends to any file, record, 
report, paper, or information obtained by the Beard or any of Its 
efl'icers or employees in the course of official duties, and any such 
Inaterial obtained by an person from the Board or any of its 
cfficers or employees. Violation of the prohibition Is punishable 
as a misdemeanor, 

Penalty for fraud and misuse of Board's name75 
Section 1107 (a) provides that anyone who makes any false 

representation, with intent to defraud any person, knowing the 
representation to be false, concerning the requirements of this 
act, or the Federal Insurance Contributions Act, or the Federal 
'Unemployment Tax Act, shall be guilty of a misdemeanor. 

Section 1107 (b) provides that anyone who, with intent to ob-
tamn Information as to the date of birth, employment, wages, or 
benefits of any Individual, falsely represents to the Board that he 
Is such indivIdual or the wife, parent, or child of such Individual, 
or such Individual's agent, or the agent of such wife, parent, or 
child, or falsely represents to any person that he is an employee 
or agent of the United States, ~shall be guilty of a misdemeanor, 
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TITLE TX-l\ISCELT.ANrous PriovisioNs 

Section 001: This sect~on nak-es clear that the anicudrmnt of 
title III of the S;ocial Security Act ond section 1601:1of the Tin­
ternal rcvcnuc Code shall no bc constriued to wiweild or alter 
those provisions of the Raillrotad Uncmployment Insurance Act 
which provide lindtcd exceptions to the provisions of section 
303 (a) (4) and (5) of the Social Security Act and 1G03 (a) (3)
and (4) of the Internal Revenue Code. 

Section 002: Subsections (a). (b), (c), and (d) substantially
liberalize the conditions of allowance of credit against the Federal 
unemployment tax inmpcsed by title IX of the Social Security Act
for the years 1036, 1037, and 1938. Your committee recognizes
that the periodical granting of relief after the close of the taxable 
ya fetdwuddsryteefcieeso h odtoso 
allowance of the credit provided in permanent law and would 
prove costly in that it 'would call for the reopenIng and recon­
sideration of cases previously closed, the adjustment of claims, the 
abatement of assessments, and the payment of refunds. However,
the need should not arise In the future for granting relief of the 
type provided in the present section, since substantial liberal iza­
tion for 1939 and subsequent years Is provided in section 619 of 
the bill, amending section 1601 (a) of the Internal Revenue Code. 

Subsection (a) p-ovides for the allowance of credit against the 
tax for 1936, 1937. or 1938. for contributions paid to the State 
for such year before the sixtieth day after the date of enactment 
of this act. Under section 810 of the Revenue Act of 1938 tax­
payers were allowed credit against the tax for 1936 for contribu­
tions paid before July 27, 1938. Since a few taxpayers did not 
take advantage of that relief provision, it is felt desirable to 
include credit against the tax for 1936 in the present provisions.
Thus, the same final date for paying contributions to the State. 
in order to secure credit against the tax-namely, the fifty-ninth
day after the date of enactment of this act-is provided for the 
tax for each of the 3 past years during which the tax has been 
In effect.

Under clause (2) of subsection (a) credit is allowable for con­
tributions paid on or after the sixtieth day after the date of 
enactment of this act with respect to wages paid after the 
fortieth day after such date of enactment. 1his is designed to 
permit credit In cases in which, because the "wages payable"
basis of the tax for the years 1936. 1937. and 1938 is still retained,
credit would otherwise be lost since some wages are still being
paid with respect to those years, and it may not be possible to 
estimate the amount thereof or the amount thereof may have 
been underestlmated. 

Clause (3) of subsection (a) permIts credit for contributions 
paid to the State. without regard to the date of payment, If the 
assets of the taxpayer are In the custody or control of a fiduciary
appointed by. or under the control of, a court of competent jurns­
diction at any time during the 59-day period following the date 
Of enactment. 

Subsection (b) of this section makes the same provision with 
respect to the taxable years 1936, 1937. and 1938 as are made in 
section 1601 (a) (4) of the Internal Revenue Code, as amended,
for the taxable year 1039 and thereafter for cases in which the 
taxpayer pays his contributions to the wrong State. (See sec. 
609. supra.) 

Subsection (c) preserves the definitions of section 907 of the 
S.ocial Security Act, the 90-percent maximum credit against the 
Federal tax, and other provisions of title IX of the Social Security
Act, essential to the operation of the relief provisions in sub­
sections (a), (b). and (h) of this section for the taxable years
1936, 1937, and 1938. 

Subsection (d) provides for refund of any tax (including pen­alties and interest) which has been collected but with respect towhich credit Is allowable under this section. The law (includ-
Ing statutes of limitations) applicable In the case of erroneous 
or illegal collection of tax will apply to such refunds. No interest 
will be paid on any such refund. 

Subsection (e) of this section is designed to permit credit 
against the tax for the years 1940, 1941. and 1942 if In those 
years wages are paid for services rendered after December 31. 1933. 
but during a year prior to that In which payment occurs, and 
contributions with respect to such wages have not been credited 
against the tax for any prior taxable year. This provision relieves 
cases of hardship which might arise by reason of the change in 
th basis of the Federal tax from "wages payable" to "wages
paid." (See sec. 6018, supra.) 

Subsection (f) is designed to make retroactive to the date of 
enactment of the Social Security Act the exemptions from Federal
insurance and unemployment compensation coverage contained, re­spectively, in amended sections 209 (b) (11) and (12) of the Social 
Security Act and amended sections 1426 (b) (11) and (12) and 
1607 (c) (11) and (12) of the Internal Revenue Code of service in 
the employ of foreign governments and certain of their instrumen­
talities. If any tax (including Interest and penalties) has been 
cellected with respect to service thus exempt, it Is to be refunded,
without : owance of interest, in accordance with the provisions of 
law (including statutes of limitations) applicable In. the case of 
erroneous or Illegal collection of the tax. 

Subsection (g) provides that no lump-sum payments shall be 
ssade under tlce provisions of section 204 of the Social Security Act 
after the date of the enactment of this biUl, except to the estate of 
an Individual who dies prior to January 1, 1940. 



1939 6735 'CONGRESSIONAL 
Subsection (h) grants relief to taxpayers as well as States In cases

In which the highest court of a State has held contributions paid
under the State law with respect to the taxable years 1936 or 1937 
not to have bcen required payments under the State law. For ex­
ample, certain States enacted their unemployment-compensation
laws during the latter portion of 1936, levying contributions there­
under retroactively with respect to services performed on and after
January I of that year. State taxpayers in good faith paid such 
contributions and claimed and received credit therefor against their 
Federal tax. If sometime later the retroactive imposition of such
contributions Is held by the highest court of such State to have been 
Invalid, such taxpayers may be entitled to refunds under the State 
law, but by virtue of that fact such taxpayers also become liable 
for the full Federal tax with respect to such year.

Under this subsection so much of any such payments as are not 
refunded to the taxpayer may be credited against the tax imposed by
section 901 of the Social Security Act for the calendar year 1936 or 
1937. Moreover, if, in the example cited, the State had paid benefits
with respect to unemployment occurring during 1938, this section 
safeguards the status of the State law under section 903 of the 
Social Security Act by providing that so much of such payments as 
are not returned to the taxpayer shall be considered "contributions" 
for the purposes of that section. This section also postpones the 
periods of limitations prescribed by section 3312 (a) of the Internal 
Revenue Code in the case of the tax for 1936 or 1937 of any such 
taxpayer to whom any such payment Is returned, until the last such 
payment is returned to the taxpayer.

Section 903: This section amends section 1430 of the Internal 
Revenue Code by striking out the reference therein to section 3762 
of the code and inserting in lieu thereof a reference to section 3661. 
The change merely corrects a typographical error made in section 
1430 when the code was enacted. 

RECORD-HOUSE 
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Mr. COLMER. Mr. Speaker, I ask unanimous consent to 
address the House for 1 minute to make an announcement. 

The SPEAKER. Is there objection to the request of the 
gentleman from Mississippi? 

There was no objection. 
MTEETING JUNE 8 ON LIBERALIZATION OF SOCIAL SECURITY ACT 

Mr. COIMER. Mr. Speaker, there will be a meeting in the 
House caucus -room tomorrow morning at 10:30 of those 
Mcmbers of Congress who are interested in the liberalization 
of the present sccial-security bill with reference to pensions 
for the aged.

In this connection I call attention to my remarks of yes­
terday, which appear on pages 6683-6685 of the RECORD. 
This whole subject will be discussed at this meeting tomorrow, 
and we hope all who are interested in this most vital question 
will be present. 

Mr. FISH. Mr. Speaker, will the gentleman yield? 
Mr. COLMER. I yield.
Mr. FISH. Are the Republicans Invited; are the minority

Members invited? 
Air. COLMER. Certainly. 
[Here the gavel fell.] 
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EXTsEsWoNf OF ~~w 
Aft. COLLINS. Mr. Speaker, I ask unanimous consent to 

extend my remarks upon one phase of the pending social-
security bill and to Insert in the RECORD a very compre­
hensive letter from an insurance man from my State. 

The SPEAKER. Is there objection? 
There was no objection. 

RECORD-H1OUSE June 7, 19961 
point and to Include a brief amendment which I Intend to 
offer to the Eocial-security bill. 

The SPEAKER. Is there objection? 
There was no objection. 
Mr. VOORHIS of California. Mr. Speaker, the House will 

have under consideration again tomorrow the Social Se­
curity Act and bill H. R. 6635. which makes amendments to 
that act. 

I shall offer two amendments to that bill. The first of 
these will be offered in line 20 of page 2, after the word 
"assistance." At that point is found a provision regarding 
the method to be employed by State agencies in determin­
ing need. My amendment will add the following language: 

And (the State agency, shall) consider reasonable proof that the 
arnual Income of any such person (claiming old-age assistance) Is 
less than $360 as prima facie evidence of need. 

The purpose of this amendment is obvious. It Is to get 
away, to some degree at least, from the present system.
in effect In every State so far as I know, whereby It is nec­
essary for a person to practically prove himself a pauper ini 
order to qualify for any assistance at all. Under this 
amendment, for example, a county could not require an 
aged person to sign away title to his little home in order 
to qualify for a few dollars a month assistance. 

The second amendment which I shall offer will come on 
page 97. after line 5. This amendment will insert a new 
section-section 704-in the bill to read as follows: 

Title X of the Social Security Act, as amended. Is amended by
inserting after the word "blind", wherever It occurs In such title. 
the following: "or persons physically disabled to such a degree 
as to be unable to engage in a gainful occupation." 

The Principle contained In this amendment Is, I think. 
plain. Why should we provide social security for one type 
of disability only and not for others which, though perhaps 
less dramatic, may render an individual quite as helpless as 
though he were blind? This, however, is what we are doing 
now. My amendment seeks to correct that situation. 

Mr. COOLEY. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the REcoRD and to include therein 
certain letters and telegrams received by me and referred 
to In my remiarks today.

The SPEAKE3R. Is there objection? 
There was no objection.
Mr. HOLMIES. Mr. Speaker, I ask unanimous consent to 

extend my remarks in the REcoRD on the national old-age 
pension plan. 

The SPEAKER. Is there objection?
There was no objection. 

Mr.' VOORHIS of California. Mr. Speaker, I ask unanI­
mous consent to extend MY remarks in the REcoRD at this 
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ORDER OF BusnoS 
Mr. MARTIN of Massachusetts. Mr. speaker. I ask unani­

mous conisent to proceed for 1 minute. 
The SPEAKER. Is there objection to the request of the 

gentleman from Massachusetts [Mr. MART=]? 
There was no objection. 
Mr. MARTIN of Masachusetts. Mr. Speaker. may I ask 

the majority leader concerning the program for the week and 
when we will get to a vote on the social-security bill? 
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Mr. RAYBURN. It is the intention and the determination 

to complete the social-security bill this week, including a 
final vote. whether that be Friday or Saturday. 

Mr. MARTIN of Massachusetts. That means we will be 
In session on Saturday, if necessary, to get to a final vote? 

Mr. RAYBURN. Yes. 
Mr. MARTIN of Massachusetts. How long is it Intended 

to run today? 
Mr. RAYBURN. We hope to complete general debate. I 

do not think there are enough Members of the House who 
wilW be called away to affect a quorum. I believe a sumfclent 
number of Members wvill be here to maintain a quorum in 
order to complete general debate. 

Mr. MARTIN of Ma.-sachusetts. So far as the Repubicans 
are concerned, so very few of them have been invited that 
we cannot keep a quorum from being present, so far as this 
side is concerned. 

[Here the gavel fell.] 
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OLD-AGE BENEFIT PENSIONS 
Mr. TH1LL. Mr. Speaker, I ask unanimous consent to 

address the House for 1 minute. 
The SPEAKER. Is there objection to the request of the 

gentleman from Wisconsin? 
There was no objection. 
Mr. THILL. Mr. Speaker, old-age benefit pensions of $60 

a month should be paid to the needy aged of our country. 
The Townsend bill (H. R. 6466). according to the estimates 
of social-security, experts, would have provided only $31 a 
month for the aged. Dr. Townsend himself felt that only 
$50 a month for the old people would be realized under his 
latest plan. 

I propose that an increase in grants for old-age assistance 
be given by the Federal Government which will provide pay­
ments to the needy aged up to $60 per month. The Federal 
Government will, in accordance with the law, reimburse the 
States for 50 percent of their assistance payments to the 
needy aged. It is estimated by the Social Security Adminis­
tration that the cost of increasing old-age benefit payments 
from $30 a month to $40 a month will be about $5,000,000 to 
$10,000,000 per year, depending upon the extent to which the 
States take advantage of the new proposal. In proportion 
the cost of increasing the payments from $30 a month to $60 
a month will be about $15,000,000 to $30,000,000 a year. 

In my estimation something must be done at once to keep 
our old people in some degree of comfort with needed food, 
clothing, and shelter. This Congress has appropriated bil­
lions of dollars, much of it having been squandered In un­
necessary projects. I would much rather urge the appropria­
tion of $30,000,000 to provide pensions of $60 a month to the 
aged needy than spend $100,000,000 for a battleship. [Ap­
plause.] EXTENSION OP~ REBIARKS-

Mr. RANDOLPH. Mr. Speaker, I ask unanimous consent 
to insert at this point in the RECORD a letter addressed by 
myself to a constituent in connection with the Townsend 
vote and my views on social-security liberalization. 

The SPEAKER. Is there objection to the request of the 
gentleman from West Virginia? 

There was no objection. 
The letter is as follows: 

JUNE 2, 1939. 
Mr. P. V. WA7--oi. 

Townsend Club No. 1, Key~ser, W. Ve, 
My DLaa Ma. WATsoN: Replying to your day letter of May 31. 

let me say that - the Townsend bill was defeated in the House 
today by avoteof 97 to302. I am sorry to say that Icould not 
conscLentiously sup"o~ this legslation. 
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I feel that there should be a liberalized pension with Increased every section of It. and automatically bring jobs to the mil-amounts being paid by both Federal and State Governments. 31 lions now in Idleness. A great number of Congressmenfeel that the age limit should be lowered from 65 to 60. When I

voted for the Social Security Act I realized that it was cnly a never considered the national recovery feature of the Town-beginning In our efforts to bring about aid to the aged, assistance send program. Without the building up of purchasing Powerto the unemployed, and benefits to the crippled and blind, In the hands of the milions who want and cannot satisfy
The Ways and Means Committee of the House has been holding

extensive haarings on this subject and I understand that liberal- those wants. I for one, fail to see where our recovery can
ized amendments to this act will be brought before the House for possibly take place.action next week. In this act we have before us a mere program of relief.

You 'nay b~esure these amendments will receive my active coop- Whtewea ndteprstlworhteredoo, 
e VerynanSt!Pceepours 

Very yourrmof sSRncerelyer 

AhMENDMENT OF THE SOCIAL SECUaiTY Ar 
Mr. XDOUGHTON. 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. 6635) to amend the Social Security Act, and for other 

purpses.stamp
The motion was agreed to. 
Acct-dingly the House resolved itself Into the Committee 

of the -Thole House on the state of the Union for the further 
consideration of the bill HL R. 6635, with Mr. WMnuN in the 
chair, 

The Clerk read the title of the bill, 
Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to the 

gentleman from North Dakota [Mr. BURDiCK].
Mr. BURDICK. Mr. Chairman, this bill has a great deal 

of merit. If properly amended it will be the means of alle-
viating a good share of the distress in this country. I have 
always been, and still am, committed to the principles of 
the Townsend bill, I think I have always understood the 
objectives which Dr. Townsend has in mind In his efforts to 
enact that Program into law. 

The purpose of the Townsend program Is so much more 
far-reaching than this act, that there Is In fact but little 
similarity. The Townsend program was one of national 
recovery-it was not limited to aid to the old people of this 
country, but was designed to put enough purchasing power 
down at the -grass roots of this Nation to revive business lit 

the old people of this country have presented to them a 
relief. We can either take care of them 

through this so-called pension act, or we can take care of 
them under general relief-we must take care of them. 

While this act is not a recovery act In any sense, we can 
at least make it a humanitarian relief measure and take It 
out of the class of a miserable starving dole as the lawV 
operates today. 

Experience with the present social security law has es­
tablished some facts which should guide us in our present
deliberations. 

First. That the amounts paid to the aged have been so 
inadequate that there has, in fact, been no pension at all 
but merely a dole. 

Second. The law has not been operated as a decent dole,
for a dole is a gift and no gifts were made to the aged
under this law if they possessed any tangible piece of prop­
erty. If an old couple, an old man, or an old lady pos­
sessed what they called their home--some instances the 
actual value was not over $200, no benefits could be received 
under this law until the property was deeded over to the 
State administration, 

Many cases have come under my personal observation 
where an old couple had, through the years, saved enough 
to possess a modest home, not exceeding in value $2,000.
but while possessing the home, they were destitute of every­
thing else. I found that a man can starve in his own home 
as easily as anywhere else ifhe has no food. 'Ifoundaman 
can freeze to death in his own home in North Dakota if he 
cannot obtain fuel to burn. A man can get as ragged in his 
own home as he can anywhere if he has nothing with which 
to make clothes. 

Still this was their home-home means a lot to most 
people. Eugene Field says, "It takes a heap of living in a 
house to make It home." Why should we pass a law that 
will permit any State in distributing Federal funds. to exact 
a deed to any home of people found to be In need of help?
Leave these little homes alone. Leave what little property
they have alone-let us put this program on a higher plane
than that of a beggar's mite. 

Third. We have failed to offer any direct Government as­
sistance to any old person. We have offered aid If and when 
the State is willing to match funds. Some States could not 
match funds to any adequate extent and for that reason 
the aged have been without aid. We should not put our 

of approval on a bill to be known as a bill passed by
the Congress of the United States and make it contingent on 
what some State Is willing to do. If this is national aid It 
should be distributed that way. I have no objection to having 
a State pass upon the qualification of an applicant, but when 
certified by the State as a proper applicant the Federal 
funds should go direct to that individual regardless of what 
a State is willing or wants to do. In my Judgment the 
Federal payment should be equal to all persons in the United 
States and Territories and should carry a minimum payment
of $20 per month, 

Fourth, The States can then take up the work from that 
point and flnish up the job. The people of North Dakota,
have been hard hit in the last few years-more devastating
interference with normal crop production than any State 
in the Union, and this has been continuous for 9 years, but 
North Dakota can finish out the payments to the aged If we 
will authorize a minimum Payment of $20. and a special elec­
tion Is being called now in North Dakota to pass upon $40 
per month. This would mean that North Dakota. herself. 
will have to raise $20 per month Hf we pass this minimum 
Federal allowance of $20 per month. 
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Fifth. Geography is not material when distress Is abroad. 

Old people have been shunted around among relatives here 
and there and because of that they have found that in most 
cases they could not receive any aid payments, because they 
were not domiciled when the applications were made. They
would have to continuously reside in Pedunk, Posey County.
Whippole Township, Ind., if they received any aid from 
Indiana and this Government. Federal payments, too, should 
be made to any citizen of the United States who is qualil-
fled to receive aid regardless of where he is domiciled. We 
cannot say what the States will do, because we cannot leg-
islate for them, but we can say that it is immaterial to the 
Government where the citizen resides. 

If any general recovery to the business of the country is 
to come from this act, it will come exactly in proportion to 
the amount of money spread out as buying power among the 
people who will buy. If Members feel that a minimum pay­
ment of $20 is too much, just remember two things: A. If 
matched by the States, the entire amount would be $40. and

askyouif outhikter isanymoe i ths ombined 
yo thre iI as ifyouthins ay moe ths cany

allowance than to sustain life. There can be no purchases
made of clothing, medical attention, proper housing, and 
other necessary things to sustain an American standard of 
living. Even if you believe there will be more than enough 
to sustain a slender thread of life, remember that anything 
spent in excess of this will go directly into the purchasing 
power of the Nation which now does not exist. 

As I stated in the beginning, this is not a recovery pro-
gram-it Is a relief program and therefore let us make the 
provisions of It liberal enough to take care of the aged of the 
United States out of the category of an abject and starving 
dole. 

I1,for one, do not expect this bill to approach the benefits 
to all of the people, as would have been the case in the Town-
send prcgram, but we could not pass the Townsend recovery 
program-too many Congressmen could not see In it the 
recovery of the Nation-they hung onto the proposition that 
the aged could live on less than a maximum of $200 per
month and deliberately ignored the recovery features of the 
bill: too many other Congressmen betrayed the voters of 
their districts. When candidates have pledged themselves to 
support the voters in what the voters want, and having re-
ceived their votes and having been elected, I say It is outright
deception to come into this body and take the opposite
stand. Such conduct destroys the people's confidence in rep-
resentative government. I can find no objection to a Repre-
sentative who opposed the Townsend bill in the open, giving
the people of his district the opportunity to know what he 
would do if elected. When such a Representative voted "no" 
on the bill, he carried out honestly the philosophy he believed 
in, and his action did not shake public confidence in Congress.
But where candidates appeared before audiences and prom-
Ised faithfully to aid in this program, and then, at the crucial 
time, deserted that cause, I say such action is reprehensible. 
Where candidates wrote letters and -signed them pledging
their support to the Townsend recovery program, and by so 
doing received the Townsend support, and were accordingly
elected, their duty was plain. To then desert the people upon
the first roll call can have no other eff,-ct than to weaken the 
confidence of millions in representative government. 

On this bill, cannot we all agree that we owe a duty to the 
aged of this country to treat them better than paupers and 
beggars? If reelection is what most of you want, can you
be defeated on the Issue of taking a determined stand to help
the aged of the United States? If that is the only issue, 
your position will be as strong as the concrete at Gibraltar-
even the most conservative men who believe we should bal-
ance the Budget and let the people starve, cannot work up 
courage enough to attack you on that position. Let us think 
this bill through; forget our poiltical affiliations and do a 
worthy thing to protect those who have made this Nation 
great and who have made it possible for us to sit here in 
judgment over the destinies of 130.000,000 people. Let us 
today restore confidence in representative government. Let 
us liberalize this bill and make it workable: let us say to our 
fathers and mothers for the short span of years they are to 
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remain on earth, they, shall not be haunted by, the black vuii­
ture of want, hunger, and rags; that they shall not be driven 
"over the hill to the poor house," but they shall remain at 
home under the protecting care of the great Government 
which they built and which we mean to perpetuate. (Ap­
plause.] 

Mr. DOUGHT1ON. Mr. Chairman. I yield 3 minutes to the 
gentleman from Texas [Mr. PoAGE]. 

Mr. POAGE. Mr. Chairman, it is my desire to direct the 
attention of the House to the amendment of title 1 of the 
Social Security Act. On page 2, line 17, of the printed bill 
You will find a subsection (7) which reads as follows: 

(7) Effective July 1. .1941, provide that the State agency shall, 
in determining need, take Into consideration any other Income and 
resources of an individual claiming old-age assistance, and 

This language is substituted for the following, which is in 

the act at the present time: 
And (7) provide that if the State or any of Its political subdivi­

stons collects from the estate of any recipient of old-age assistanceamount 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 de­
posited in the Treasury to the credit of the appropriation for the 
purposes of this title. 

Actually, under this provision of the present law, the Treas­
ulrer has collected only $921,172.85 from the effective date of 
the bill up to April 30, 1939. It seems to me that the present
law is based on the sound principle that in those rather iso­
lated instances where the State actually collects funds as a 
reimbursement for expenditures made by it, no matter how 
small, that the Federal Government should share on in the 
same ratio as it shares in the disbursements. Certainly, one 
cannot find fault with this principle, and I can see no need 
for its repeal. However, as a practical matter, the collec­
tions under this provision are so small as to be almost mean­
ingless. I therefore feel that we need not be disturbed at 
the removal of this section from the present law. 

The implications contained In the language of the new 
section (7) are, however, a matter of grave concern to those 
of us who have heretofore witnessed the disruption of State 
pension plans by the administrative regulations of the Social 
Security Board. This section is new to the Federal act, but 
it involves a problem that is far from new in my home State. 

Mr. COOPER. Mr. Chairman, will the gentleman yield?
Mr. POAGE. Certainly. 
Mr. COOPER. I think I am correct in advising the gen­

tleman that an entirely different matter was in mind with 
respect to this provision. The gentleman would not take the 
position, I am sure, that a person -should receive old-age
assistance or an old-age pension if he is also eligible for and 
Is receiving an old-age annuity under title 1. 

Mr. POAGE. Certainly not. 
Mrt. COOPER. Under the present title II old-age annuities 

do not go into effect until 1942, but under this bill title II 
benefits or old-age annuities go into effect In 1940. There­
fore if a person is receiving title II benefits, or old-age
annuities, that certainly should be considered by the State 
agency before they should be granted an old-age pension or 
old-age assistance under title L 

Mr. POAGE. I quite agree with the gentleman as to the 
desirability of that procedure, and I did not know the reason 
for placing it in here, and I appreciate the gentleman's ex­
planation, because I think it is perfectly sound: but I do 
think that a limitation Intended to meet the situation de­
scribed by the gentleman should have a limitation in it to 
provide that the "other income" referred to should not be from 
a Goverunment annuity, or from any other form of public aid. 
In other words, I agree that we should not pay two pensions 
to the same individual But, as I understand this provision 
as it is now written, it would open up in every State in the 
Union a thing that in my State has been the greatest source 
of trouble since we have had an old-age assistance law, and 
that is the matter commonly referred to in Texas as "child 
support.!

Mr. Chairman. In 1935 I was a member of the Texas 
Senate. Our legislature was called into extraordinary ses­
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Sion for the Purpose of writing a State old-age assistance law 
in conformity with the Federal Social Security Act. At that 
time the entire subject of old-age assistance was new and 
we were working without the benefit of much experience to 
guide us. The bill brought out by a committee of that body
and considered by the State senate at that time contained a 
Provision expressly authorizing the authorities in determin-
ing the need of an applicant, to take into consideration the 
ability and willingness of the ccmponent members of the 
applicant's immediate family to contribute to his support. At 
that time I entertained the fear that this language would be 
used as a basis for denying aid to our old people on the 
ground that-not they, but someone else, albeit a child-
Possessed some property or income; and at that time I offered 
an amendment to that State legislation to strike this pro-
vision from the bill. The law under which the Texas old-
age ass'istance program was developed contained no reference 
to the ability of children to support an applicant, but this 
Item Soon became the chief object of the case workers' in-
vestigations. The only basis for or justification of this pro-
cedure has arisen from the interpretation of the requirement
that the applicant be in "necessitous circumstances." We 
thought that under this act the State would be the judge of 
the need of an applicant, but we were to soon find that our 
own Ideas of need had little to do with the actual admin-
istration of the program. Ostensibly in the hands of local 
people our program has been controlled by the interpreta-
tions and Investigations of the "approved" social service con-
sultants which the Social Security Board has forced upon us. 
And these people have in almost every case taken the un-
reasonable attitude that no matter how destitute an old 
person or an old couple might be, that their evident need was 
no basis of certification to the pension rolls if perchance any
child made even a szmall contribution to their support.

The situati")n became so bad and the abuse so flagrant
that removal of the so-called child support requirements
from cur law became the outstanding and overshadowing
political issue in my State. I say It became a political
issue. Really it became the political theme song of every
campaign. No one opposed it, at least not in t~he open-
everyone favored the change. A frenzy of righteous resent-
ment swept the State. Of course, demagogues took advan-
tage of the feelings of the people and promised every con-
ceivable benefit no matter how fantastic. Agitators went up
and down the State telling the needy old people that by
joining certain organizations or by voting for certain can-
didates that everyone would be given altogether unattain-
able retirement pensions-and often the promise was cou-
pled with the even more Impossible promise that the payments
would be made without any increase in taxes. There was 
some rivalry as to who would promise the most for the 
least, but there has been, and is no substantial disagree-
ment in my State that the old people should be given aid,
within the limits of the ability of society to pay the bill, 
wherever they are without means or Income of their own 
to support themselves. Our legislature has been in session 
since the first of January. It has been unable to agree 
on many things. It has never been able to muster a ma-
jority of both its houses for a proposal to adequately tax 
the great natural resources of our State, but it has agreed
that it should proclaim in unambiguous terms the deter-
miination of the people of Texas to grant aid to an the 
needy aged regardless of the status of the applicant's chil-
dren. Such a bill has passed the Texas Legislature and was 
just last week signed by our Governor. 

[Here the gavel feli.1 
Mr. DOUGHTON. Mr. Chairman. I yield the gentleman

2 additional minutes. 
Mr. COOPER. Mr. Chairman, will the gentleman yield

:further? 
Mr. POAGR. Surely.
Mr. COOPER. After all, the gentleman will bear in mind 

that this is a State-administered program so far as old-age
assistance is concerned and whatever the State wants to 
provide along that line Is entirely a matter for the State. 
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Mr. POAGE. It should be. 
Mr. COOPER. The Federal Government simply says to 

the State, "You work out your program as you think the 
people of your State ought to have it and we will match dollar 
for dollar what you do for your people up to not exceeding
$15 a month." That Is the present law. 

Mr. POAGE. And should be the law from now on out, but 
I do not understand that this provision leaves the law in that 
way, nor am I so sure that that is the practical working of 
this law at this time. That Is the letter of the law and it 
should be administered in that spirit. I think the gentleman
Is exactly correct in sayingm the State should have the same 
power in the future that it has theoretically had In the past,
and that is what I hope they will have, but as I understand 
this very provision it enables the Social Security Board-to. 
and they undoubtedly would through their regulations, go
into the States and compel the States to adopt their inter­
pretation or else lose the Federal contribution, and therefore 
It does not leave it within the hands of the State. I am Just 
as anxious about that as the gentleman from Tennessee, and 
my purpose on this floor is to see that the State has the op­
portunity to determine within its borders who shall be the 
recipients of old-age assistance, and where the State is put­
ting up its proportion of the money, It certainly should have 
that right. Of course, if we were dealing with a pension paid
entirely by the Federal Government there would be justi­
fication for the control of all details of the pension by the 
Federal Government. In fact, I have been working on a 
pension bill for months, and I have about come to the conclu­
sion that we will be forced to finally abandon our present
dual system and recognize that the Federal Government 
must assume the full burden. When this is done, control -of 
the system should pass with its burden. 

But even if we were considering a p2nision system fully
supported by the Federal Government I should still fear 
this new section 7 as it is drawn. I fear that it will be used 
at a future date to work an injustice on the old people of the 
United States. Let us not repeat and multiply, by 48 the 
mistakes of the Texas pension law. Let us rather profit by
the experience of the past. Let us strike out of this bill any­
thing that might at a later date be used as a basis of unfair 
discrimination. 

I have prepared an amendment to strike out the words 
"and resources" with the Idea that unless these -words are 
deleted they will at some future time be Interpreted as in-
eluding more than the personal income and property of 
the applicant himself and will be tortured Into a warrant to 
deny some needy old person the aid to which he is entitled 
and which I want him to get. I find, however, that there 
are a number of other Members who have prepared similar 
amendments, and doubtless in view of the statement of the 
able g'entleman from Tennessee [Mr. COOPER] as to the pur­
pose of the committee In insisting on this subsection, it may
be desirable for several of those interested in the clarifIca­
tion of this Item to get together and support one amend­
ment combining the Ideas of several Individual&. Ths I 
sha!1 be glad to do Just as I was glad this morning to join
with the gentleman from MISSISSIPPI [M~r. COLMERI and with 
many other members who had amendments of their own to 
broaden the base of Federal participation In pension funds,
and to unite our efforts behind one amendment for this 
purpose. I believe that the Federal Government should con­
tribute a larger share of the money spent for old-age assist­
ance. at least up to a reasonable figure, Probably the per­
centage of Federal grant or contribution should be gradu­
ated with a smaller percent granted where the payments per
individual are greater. I believe that any additional aid 
that the Federal Government can extend to the States in 
this matter should come at the bottom through a grant of a 
larger part of the total cost so that more people might go on 
the rolls, and so those now on the roll but who are getting
the smallest payment~s could have their payments raised. 
rather than at the top by granting a State more monley so 
that It could increase its higher bracket of payments from 
$30 to $40 per month. Such an increase will not reach 
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those drawing the average or less than average payments-
the very people who need help most. I had therefore pre-
pared an amendment to give this aid to the States for use 
In helping those at the bottom. I find, however, that 
Members w;ho have had more experience in Congress than I 
have already prepared similar amendments. I therefore 
expect to go along with them rather than' to insist on my 
own amendment. What I1want is to get results. I know 
that we will be more likely to get the desired results if we all 
work together in support of one amendment than if each 
of us insists on his own special amendment. I shall there-
fore follow this policy both as to subsection (7) and as to 
the percentage of Federal grant. [Applause.] 

(Here the gavel fell] 
Mr. TREADWAY. Mr. Chairman, I yield 3 minutes to the 

gentleman from Nebraska [Mr. STEFAN]. 
Wr. STEFAN. Mr. Chairman, I take this opportunity to 

propound one or two questions to the chairman of the 
committee. On page 17 of the report at the bottom of the 
page the following appears: 

In order to eliminate the nuisance of inconsequential tax 
payments, the bill excludes certain services performed for fra-
ternal benefit societies and other nonprofit institutions exempt 

from ncometax.up 
I have received many letters from small community clubs, 

chambers of commerce, whose officers are not paid a salary 
or any kind of a stipend whatsoever, in respect to this state-
ment. I am wondering if the chairman could tell me If 
this statement I have just read where it refers to the other 
nonprofit Institutions takes care of those chambers of 
commerce? 

Mr. COOPER. Mr. Chairman, I think I can say to the 
gentleman that that situation is taken care of. I do not 
think the gentleman or anyone else could have been any 
more anxious or determined to take care of that very situ-
ation than those of us on the committee. We certainly 
devoted as much time and attention to that as any other 
one thing, and it is our assurance and our understanding 
that that situation Is taken care of. 

Mr. STEFAN. I am glad the gentleman assures me of 
that fact, because I had Intended to offer two amendments 
to take care of some of those nonprofit institutions, 

Mr. COOPER. I think If the gentleman will carefully 
examine the language on page 38 of the bill be will find 
that that situation is taken care of, 

Mr. STEFAN. One other question. I have been asked by 
many people in my district, old people, as to an Insurance 
policy and owning their own homes. Are they eliminated 
from the benefits of the old-age pensions provided in thi 
particular bill, or is that a question that Is entirely up to 
the States? Do the States have the entire responsibility, 
and is it for the States to make the rules and regulations? 

Mr. COOPER. That is a matter that is entirely up to the 
States, 

Mr. STEFAN. I am also assured, am I not, that we have 
increased the child care benefits? 

Mr. COOPER. In aid to dependent children under exist-
ing law the Federal Government puts up one-third, 

Mr. STEFAN. And we have increased that to 50 percent? 
Mr. COOPER. The Federal Government, under existing 

law, makes a grant to the States of one-third. This bill 
increases that grant from one-third to one-half, 

Mr. STEFAN. I am very glad to hear that. My own peo-
ple in my State are very grateful that the committee has 
seen fit to increase that child welfare to 50 percent instead 
of one-third. 

Mr. Chairman, I wish to thank members of the Ways and 
Means Committee for assuring me that these amendments 
take care of the matters over which so many people In my 
district have registered concern. The officers of the Fremont 
and Columbus Chambers of Commerce, who have suggested 
the amendments which I proposed to offer, can now be as-
sured that these amendments are not necessary and that 
the officers who receive no salary in these nonprofit organi-
zations do not come under the provisions of this act 
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I am also assured here that the one-third Federal aid for 

child welfare has been increased to one-half. This will 
mean an increase of from $21,304 to $32,844 for my State of 
Nebraska, and I am sure, Mr. Chairman, that the officers of 
the Nebraska Legion Auxiliary groups who have written 
and telegraphed me will be cheered by that news. I hope 
that we can retain this amendment in the bill notwith­
standing some of the opposition which now prevails. The 
child welfare work which has been done In my State is as 
important as the vocational rehabilitation work which I 
note is given an increased amount in this bill. I urge Mem­
bers to retain the Increases in both of these Items. 

Regarding the increased Federal aid for the aged I will 
state, Mr. Chairman, that I hope this will result in giving 
many of the old people in my district some Increases in 
their pensions and also allow many others to secure some 
assistance. There are many old people in my district who 
today are not receiving old-age benefits, and I am hopeful 
that this increase will make It possible for those in charge of 
this work in my State to bring these needy old people into 
the old-age benefit column. I know there are States who 
do not match the Federal old-age funds. This bill provides
that the Federal Government will match dollar for dollar 

to $20 old-age benefit payments. This would mean that 
if the State of Nebraska matched the $20 offered by the 
Federal Government, It would be possible for our needy old 
people to receive at least $40 per month. That is, of course, 
if all of the needy old people in my State could be taken 
Into the program and if sufficient funds could be raised in 
my State. At the present time my State does not match 
dollar for dollar our Federal contribution with the result 
that our needy old people do not receive a very large monthly 
pension. If this bill will in any way improve the amount 
paid to our old people and take in others who are in immedi­
ate need, I will gladly support it. The reason I propounded 
several questions regarding the various rules and regulations 
regarding payment of old-age pensions under the provisions 
of this act, Mr. Chairman, is because my personal knowl­
edge Is that many people In my State cannot qualify under 
existing regulations. I am told that the committee is not 
opposed to paying old-age pensions under this act to old 
people who own a little home or who have some life Insur­
ance or just a little of these wordly goods. But those in 
charge of this bill indicate that they have no control over 
these State rules and regulations and that these rules and 
regulations must be the responsibility of the various States. 
In some States, we are told here, the Federal old-age funds 
are matched dollar for dollar and in some States the rules 
and regulations are not so strict as they are in my State 
of Nebraska. So we can do nothing here, Mr. Chairman, 
regarding less strict rules and regulations no matter how 
we personally feel about it. We can, however, Indicate tha; 
Congress feels that more leniency could be carried out in 
the States. 

The CHAIRMAN. The time of the gentleman from 
Nebraska has expired. 

Aft. TRlEADWAY. Mr. Chairman, I yield 6 minutes to the 
gentleman from Connecticut (Mr. MILLKR]. 

Mr. M]LLER. Afr. Chairman, this session seems to be one 
In which we are passing what I feel are deserved bouquets 
to the Members of the Committee on Ways and Means. I 
have taken home the three volumes of the hearings held on 
this bill, and on the other social-security proposals, and I 
hope to have the opportunity between the adjournment of this 
session and the convening of the next to thoroughly digest 
those three volumes. The committee has certainly put in 
long hours, and they have brought out a bill which I am sure 
most people will agree will improve the Social Security Act. 
I was particularly concerned about title 4, the provision re­
lating to dependent children, and I think the committee has 
inserted a wise provision that will allow dollar-for-dollar 
matching with the States. After all is said and done, the 
youngsters today who are from 10 to 15 years of age have 
suffered a good deal during this period of depression. Many 
of them have not had an opportunity to live in what we call 
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normal times. and many of their families have been receiving
aid from cities and other agencies throughout their lifetime,
It is Poor economy to neglect the growing generations,

I think we are all in agreement with the change in the 
abolishment of the huge reserve fund, adopting a pay-as-
you-go Policy in connection with social security. That is 
not only wise, from an actuarial point of view, but it is sound. 
I used that in the campaign last fall, and I amused myself
last evening by reading some clippings from the Connecticut 
newspapers at that time in which was told thatI social 
security could not be set up on a pay-as-you-go basis. I am 
glad that we will have the opportunity to disprove that idea. 

I have only one serious objection to the bill as reported
out by the committee, and possibly the chairman can set my
mind at ease on that point.

As I read the report of the committee, the testimony before 
the committee, and the bill itself, as I interpret it, I fear 
we are changing the terms of the social-security contract as 
it relates to single men. These people have been paying a 
Pay-roll tax. They have been assured that in case they die 
before reaching the age of 65, their beneficiaries would re-
ceive a lump-sum payment-a predetermined amount. As I 
read the bill and the testimony and the report, that amount 
is being greatly reduced, to a comparatively small sum--six 
times the monthly payments, as I understand it. Possibly
that is absolutely necessary, but If it is not I think it Is 
something we should give serious consideration because such 
things have a tendency to break down the confidence of our 
people not only in social-security legislation but in our Gov-
ermient. Are they not liable to say, "Well, why should I be 
enthusiastic about this? Two years from now, 6 years from 
now, some other Congress will change their mind, and we 
will not get a cent out of it." In fact, I heard that in con-
versation just this morning.

As I say, if it is necessary, if it is a change that must be 
made, I suppose we must go along, but I hope that the com-
mittee can give us some additional information other than 
that in the report. 

Mr. COOPER. Mr. Chairman, would the gentleman care 
to yield at that point? 

Mr. MILLER. Certainly.
Mr. COOPER, The gentleman has raised one of the prin-

cipal questions involved in the bill. Of course, as indicated 
by the gentleman's statement, we proceeded along this line 
under the present act. Now, in order to be able to provide
for these additional benefits for the family group-that is,
for the widows and children, those who are not provided for 
under existing law-it Is necessary, of course, to have addi-
tional funds available for that. In the case of the single 
person, they still get all of their own benefits that they pay
for. All that is done here is that we do appropriate a part
of the employer's contribution to make It possible to provide
these benefits for dependents, that Is, widows and children. 
We should bear in mind that under the Social Security Act 
people are buying and paying for old-age Insurance. it is 
not a banking arrangement, whereby they build up benefits 
for their present needs, but they are buying and paying for 
old-age Insurance, benefits to which they would be entitled 

when they reach the age of 65, the retirement time,


Mr. MILLER. Let me ask this question right there: Sup-
pose a single man remains single for a period of 15 years and 
then marries, will his old-age annuity be based on his full 
period of employment?

Mr. COOPER. Oh, yes; that is true. Then there is one 
other point, if I May.

[Here the gavel feilt 
Mr. TREADWAY. Mr. Chairman, I yield the gentleman 2 

additional minutes. 
Mr. COOPER. Even In this bill that we heave before us now 

the single person still gets vastly more in the way of old.. 
age retirement Insurance benefit than he could Possibly buy
from any insurance company with the same amount of 
money.

Mr. MILLER. I certainly appreciate that answer, because 
I think both sides of the aisle want to see social-securitY 
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legislation Perfected, but we do want to know what Is In the 
bill and what the answer to these changes Is and what in­
formation we can take back to those in our districts who are 
Interested. [Applause.] 

Mr. TREADWAY. Mr. chairman, will the gentleman
yield? 

Mr. MILLER. I yield.
Mr. TREADWAY. The last remark the gentleman has 

made is very illuminating. That is exactly the job, as I see 
it, of the members of the Ways and Means Committee at the 
Present time, particularly in reading the bill under the 
5-minute rule; that is, to endeavor to explain to Members 
who want to know exactly what the bill contains, although 
we have elaborated upon it as much as possible in both the 
majority and minority reports.

Mr. MILLER. I appreciate the Information received. 
The CHAIRMA.N. The time of the gentleman from Con­

necticut has again expired,
Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to the 

gentleman from California [Mr. GwuwnATr. 
Mr. GEARHART. Mr. Chairman, I shall vote for the bill 

which is now before us for consideration, because I1am con­
vinced it will greatly improve the social-security system of our 
country. 

Because there are so many here who have already spoken 
upon the advantages that will accrue from the adoption of 
this bILl I feel that I can well refrain from discussing any of 
the salutory phases of the measure. It is in respect to the 
imperfections in the bill I desire to address my remarks. 
There are plenty to sing its praises.

The bill is far from perfection and it is because of those 
imperfections that I think there should be some plain speak­
inig upon the floor of the Congress at this time. In my dis­
cussion I sincerely hope I do not fall into the practice of 
using the kind of words that were bandied about so liberally
last week when another bill dealing with social security was 
under consideration, or using words, short and ugly ones;
but, indeed, I might do that if I chose, because title II of 
the Social Security Act is an abomination, a monstrosity, one 
that should be eliminated from the whole scheme of social 
security. 

In the first place, although it is named "insurnce," It is 
not Insurance. In the second place, It draws a line of de­
marcation between American people-those who shall have 
benefits and those who shall be denied benefits. It is there­
fore inequitable, unjust, unfair, and un-American. It pro­
vides that only those who are fortunate enough as to have 
Jobs shall have security. Those who are not so fortunate as 
to have jobs are denied security. Now, I ask you, my col­
leagues, who Is the more in need of security, those who go
through life having jobs or those, the more unfortunate, who,
though desiring work, can find nothing to do. 

So I say it is fundamentally wrong when It endeavors to 
deal out security only to the more fortunate ones-the ones 
who are able to obtain employment,

That brings me to a consideration of those that are to 
have security under the terms of this legislation. Only thoce 
who have jobs are to be favored, because only those that have 
jobs are able to pay pay-roll taxes. MInd you, this is a tax 
levied upon the poorest, the humblest, and the least able to 
pay of all of the groups that compose our social structure;
and still, by compulsion of law, even though those wages may
be pitifully low, the strong arm of government descends upon
them, and from them is taken by force a percentage of that 
which they earn, taken from them. by force under the prne­
tense that this money taken from them is going to be there­
after applied as something In the nature of a premium on 
an insurance policy, an Insurance protection they will never 
get, 

Yes, in pious tones they tell them as they forcibly extract 
these so-called pay-roll taxes from their slim wage envelopes
that the money thus accumulated Is going to be applied as 
something in the nature of an insurance-policy premium and
that the fund thus developed will be Invested for the benefit 
of the working people, to the end that they in their old age 
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Will be able to draw upon the earnings of that fund for the 
security which they must have when the time comes when 
they can no longer, because of advancing age, provide for 
themselves. I tell you that this pretense is very little less 
than a fraud, a fraudulent representation made to the Amer-
ican people, because not a nickel of the pay-roll tax money 
ever goes to any fund actually; on thc contrary, it goes right
into the General Treasury, from which it is paid out inmme-
diately in satisfaction of the ordinary demands upon the 
Government, the from day-to-day running expenses of the 
Government. 

Yes, the act talks about a security fund: yes, the act talks 
about investing tbose funds in special-issue securities of the 
United States carrying an interest rate that used to be 3 
percent; hut all that, as the gentleman from New York so 
aptly described it during the course of the hearings before 
the Ways and Means Committee, is just a little bit of slippery
bookkeeping. Actually every nickel of that pay-roll tax 
money is taken and immediately spent, not on social security,
but in meeting the general operating expenses of the Gay-
ermient; and they tell the workingman, who is forced by
ccmpulsion of law to yield up that money, that he is buying
security in the nature of insurance. That is a fraud on him, 
and if it were done by the executives of a private insurance 
company they would be Immediately arrested and charged
with embezzlement. It is a misappropriation of funds, 
nothing less. 

But I do not want to leave the impression of criminality.
There is nothing criminal about it, because the Social Secur-
ity Act says that they can do just that very thing. It is there-
fore a legalized embezzlement, a legalized misappropriation, 
a legalized misrepresentation of the facts to the working-
men of this country. 

How about pay-roll taxes as a system of taxation? Numer-
ous famous economists appeared before the Commnittee on 
Ways and Means and testified about pay-roll taxes per se. 
Dr. Albert G. Hart, of the University of Chicago, had this to 
say-and I quote: 

r wculd not have any use for a pay-roll tax as a part of a general 
revenue system except Insofar as It Is hitched to social security. 

HereIsele omehinh sad aoutpayrol taes: 
If you have to raise the volume of your general revenues by a 

tax, I would say that the worst tax was the pay-roll tax. 

The truthfulness of that cannot be questioned.
The pay-roll tax is positively the worst form of taxation 

that any legislative body has ever been able to devise. This, 
for the simple reason that it levies upon the poorest, the 
least able to pay, the humblest, a tax which they, least of all, 
can ill afford to pay, 

Pay-roll taxes cannot be defended on the slim ground
mentioned by Dr. Hart, because actually they are not 
"hitched" to social security at all. 

[Here the gavel fell.] 
Mr. TREADWAY. Mr. Chairman, I yield the gentleman

2 additional minutes. 
Mr. BOEHNE. Mr. Chairman, will the gentleman yield?
Mr. GEARHART. I yield, 
Mr. BOEHNE. The gentleman from California has been 

denouncing title II of the Social Security Act. I wonder if 
he would tell us what he would substitute in its place,

Mr. GEARHART. I would repeal title II right now and 
begin building up title I into a fair and Just system-as 
generous a system as our country cion afford. 

Mr. Chairman, I yield back the balance of my time, 
Mr. DOUGHTON. Mr. Chairman, I yield 2 minutes to the 

gentleman from Massachusetts [Mr. McComAsscxi. 
Mr. MCCORMACK. Mr. Chairman, my purpose is to speak

briefly in reply to the remarks made by the preceding gen-
tleman, not to discuss the other features of the bill which 
I will probably discuss later in the debate, 

The gentleman from California has made some rather 
extreme statements. The gentleman from California cer-
tainly leaves the impression of being one who believes in 
being sensationaL It is remarks like that, of course, that 
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hit thc headlines, it is the extravagant statement that hits 
the headlines. The good men and women who go along
through life in the usual and orderly routine of life receive 
little attention, because that is not news. It is the criminal 
who is featured in the headlines, and it Is the man in public
life who makes wild and sensational statements not sup­
ported by the facts who hits the headlines. 

The gentleman from California, of course, was paired for 
the Townsend plan. 

Mr. GEARHART. Mr. Chairman, will the gentleman 
yield? 

Mr. McCORMACK, I yield.
Mr. GEARHART. I just wondered how I was going to 

make the headlines today with the King and Queen of Eng­
land in the city.

Mr. McCORMLACK. That is the gentleman's funeral. He 
certainly tried to hit the headlines. Whether he does or not 
makes no difference; it is the effort that counts. 

The gentleman from California has only reiterated to the 
membership of the House some similar extreme statements 
he made during the committee hearings. On that occasion 
he said it was embezzlement, and ever since that time he 
has been apologizing, trying to get out from under because 
he said it was embezzlement. Now he says it is legalized 
embezzlement. The gentleman from California was paired
for the Townsend plan. I assume had he been here he 
would have voted for It 

Of course. I can understand the gentleman's predicament.
He is trying to justify that vote. 

Let us analyze briefly what he wants to do. He advocates 
striking out title Ill. Well, if we strike that out we strike 
out all payments from 1940 to 1942. If we strike that out, 
it means nobody under the contributory annuity provisions
will get an annuity until 1942; then the average annuity 
payment will be about $17.50 per person per month through­
out the country, while noncontributory pensions throughout
the country are now averaging over $19 per month. 

The gentleman from California talks about distinguishing 
between groups of American citizens. Why, what greater
distinction or what greater disparagement could he get 
than to put into operation a plan where men and women 
agelwhen theyr wouldbe taesntild toeannuiy arecived on ahe 
aewe hywudb nildt nut eev na 
average only $17.50 a month and then have persons receive 
out of public funds-some group of aged persons, noncon­
tributory annuitants-over $19 per month on an average 
throughout the United States? 

Mr. Chairman, this bill alms to meet just that situation,
The New York 'limes, which is a very fair newspaper, al­
though somewhat critical of the present administration, and 
generally constructively so, this morning came out whole­
heartedly for this particular title of the bill. The editorial 
of the New York Times Is critical in respect to some othpr
features of the bill but it absolutely comes out in favor of 
this particular provision, section, or title of the bill. I may 
say, incidentally, the Ways and Means Committee was prac­
tically unanimous in reporting out the title of the bill that 
my friend attacks. 

The gentleman talks about the special fund. Of course, 
I can appreciate his position. It is politics. All right, but 
there is some limit to politics so far as some statements are 
concerned. What are the facts? May I state them just as 
simply as I can, without regard to how one might vote, but 
simply in an appeal to reason? Here Is the situation: The 
pay-roll tax at the present time imposed on the contribu­
tory annuity provisions of the law is 1 percent on the em­
ployer and 1 percent on the employee. When collected. it 
goes into the Treasury. 

[Here the gavel felti 
Mr. DOUGHTON. Mr. Chairman, I yield the gentleman 5 

additional minutes. 
Mr. McCORMACK. Mr. Chairman, this money is put into 

the Treasury. It cannot be paid into a special fund directly
because of a constitutional question. You all know the story
about that. We had to separate the taxing provisions from 
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the Provisions relating to the payment of annuities, eligibility, 
and so forth. Trhis money, as I stated, is paid into the Treas-
urY. We appropriate that money each year into a special 
fund. What are you going to do-let that money lie idle? 
yet, if You follow the reasoning of the gentleman from Cali-
fornia. we would collect the pay-roll tax, bring it into the 
General Treasury, and the Congress would appropriate it to 
the Social Security Board or the trustees as set forth in the 
pending bill. The money would lie idle. Is that common 
sense? 

What do we do? We want to put that money into some 
kind Of safe investment. Certainly you and I would not want 
the pay-roll tax to be invested in the stocks and bonds of 
private companies. Therefore we say it should be invested in 
the Securities of the Federal Government. Up to the time 
this bill was reported out of committee, Congress provided 
that such funds must earn 3-percent interest. 

Of course, you cannot very well get Government bonds pay-
ing 3 percent now, particularly in large amounts. You might 
get a few, but not many. We therefore provided, in order 
to assure 3-percent interest, that If the Treasury, or, later, 
the trustees, if the pending bill passes, could not buy bonds 
on the market at 3 percent, they must issue special obliga-
tions bearing 3 percent. Congress said there had to be 3-per-
cent interest. If we cannot get bonds, then we had to provide 
for the issuance of special obligations. We did the same 
thing in this case as was done in the case of the retirement 
fund for Federal employees, except in that case 4 percent 
was provided. That was recommended by the late Secretary 
of the Treasury, Andrew W. Mellon, and it was a sound 
recommendation, 

What do we do by this bill? We say that instead of pay-
ing 3-percent interest, this special fund or those entrusted 
with its care shall obtain the average rate of Interest, and we 

proidetht tey aybuy bonds in the market if it is for 
prvie that mayh ovr etitheyet 

Let us analyze that for a moment. Would any man in 
this House want -the trustees of this fund to go out in the 
market and buy bonds if it would have an adverse effect on 

theu arkt?th avragerat ofinteestwas2.6sa et 
phemrcent.?That Is sabouthe average frat long-nterms bons 
today. It runs about 2.6 percent as an average. Suppose

thee wre$5000000fnd hetrutee wnt utinthi nd 
onther werketo iondths fudayndthe tvrustee waenofutn$5,00,0 
onthresbtam arket ultobuy bonds prayngacthenavemragerte wofuin 

go up sharply in price. Would It be for the best interests of 
the Government and other persons who are bondhclders to 
have the Government use these funds in the open market, as 
a result of which the price of the bonds would be sharply 
increased? When that is done, and when payments become

due thse sod. ond he ameway whn mneyisar n 
are itescamgedway 

mneeded, thee special obligations.aedshred h oen 
nedued,thespecibond sod.Igaios when moneyis 

mentpaystheespcialoblgatinscertain 
The special obligations occupy the same position as a 

bond purchased in the market. When they need the money 
they simply call on the Government to pay these special ob-
ligations with interest. Suppose they had $30,000,000 worth 
of bonds and suppose they had to sell them to pay annuity 
benefits; suppose they dumped them on the market at one 
time and the price of the bonds would go down sharply as a 
result of that operation on the part of the Government? Do 
you think that should be done? I do not, and I do not be-
lieve the gentleman from California does either. There is the 
practical situation. 

Mr. KEEFE. Will the gentleman yield? 
Mr. McCORMACK. I yield to the gentleman from Wis-

consin. 
Mr. KEEFE. I would like a little information on that 

point. The gentleman stated that when the trustees needed 
money with which to meet their obligations or pay an-
nuities, they called upon the Government to pay and the 
Government pays. When they make the demand on the 
Government to pay those obligations, I would like to know 
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where the Government ultimately is going to get the moneY 
to pay those obligations except by the levy of taxes? If 
they do have to resort to the levying of taxes, then are not 
these same contributors, who have contributed to the crea­
tion of this fund, going to be Vixed again in order to ulti­
mnately receive their annuities? That is the question that 
agitates the people all over the country and I would like to 
have it earnestly answered. 

Mr. McCORMACK. The special obligations are provided 
for in order to obtain the interest guaranteed, to prevent the 
Government bond market from fluctuating unreasonably 
against the interest, the Government, and the people. 

When Congress provided that this fund shall earn 3-per­
cent interest, guaranteed by the Government. and If bonds 
bearing that rate are not obtainable, it necessarily, follows. 
unless the money is to be wholly idle, that some such provi­
sion had to be considered and enacted. In addition, it is a 
curb on governmental activities in Its own bond market that 
would prevent Government bonds from fluctuating in the 
market in an adverse manner. Of course, when resorted to, 
indirectly, giving an answer to the gentleman of my own per­
sonal views, this constitutes an increase in the bonded in-~ 
debtedness. but it is a situation provided by law, a situation 
that cannot be controlled if we are going to guarantee to this 
fund a stated rate of interest. 

[Here the gavel fell.)
Mr. COOPER. Mr. Chairman, I yield 7 additional minutes 

to the gentleman from Massachusetts. 
Mr. McCORMACK. It does constitute an Increase to the 

extent that we resort to special obligations of the bonded 
indebtedness of the Government. Does that answer the 
gentleman's inquiry? 

Mr. COOPER. Mr. Chairman, will the gentleman yield? 
Mr. McCORMACK. I yield. 
Mr. COOPER. Just to analyze the point of view of the 

gentleman, which I realize is a point of view that is enter­
tained by many, what Is the practical difference between levy-
Ing the taxes now to provide funds for the Government, with 
these people having to pay their proportional part, and later 
levying taxes to Pro;vide funds when these people would then 
jus.t pay their proportional part? Certainly there cannot be 
any pactical difference.

Mr. KEEFE. If these trustees were empowered as any
other similar trustees wvould be empowered to invest, for in­
stance, in the obligations of the H. 0. L. C., obligations which 

arfulgaanedbthGormntutwlbepiot 
of funds paid to the H. 0. L. C. by the citizens of America, 
then the taxes would not have again to be levied upon those 
people who contributed to create this fund. That is the point 
I am trying to bring out.

Mr. McCORMACK. In answer to the gentleman, I have 
frankly stated my opinion. Congress provides a certain rate 
of Interest. In order to meet that rate of interest under 

circumstances special obligations would be issued. 
Precedent has been established for this. These obligations 
occupy the same status as a bond, They are in the same 
category as a bond. 

Mr. KEEFE. I understand that. 
Mr. McCORMACK. The characterization of these obliga­

tions as I 0 U's, of course, has no greater strength than if 
the same characterization were directed against a bond 
issued by the Government. Insofar as this committee is 
humanly able, we have provided in the pending bill a 
separate fund and provided for its administration by trustees 
and insofar as we are humanly able we have directed those 
trustees to go into the open market when it is not Incon­
sistent with the best interest of our Government and pur­
chase bonds. In doing this, I submit to the gentleman from 
Wisconsin and my colleagues on both sides of the aisles, we 
are doing everything we can possibly, do. My purpose in 
rising was to briefly answer what I believe to be the unwar­
ranted statements, inconsistent with the facts of the gentle-. 
man from California. 

[Here the gavel fefll. 



8856 CONGRESSIONAL 
Mr. TREADWAY. Mr. Chairman, I yield 3 mnilutes to the 

gentleman from California [Mr. GEARHART]. 
Mr. GEARHART. Mr. Chairman, even at the risk of being 

accused again of cheap politics, I rise to make a little more 
plain, I hope, just what a legalistic fiction all this is. The 
gentleman from Massachusetts has carefully explained to you 
the elaborate method they have of handling these so-called 
pay-roll taxes. They levy a pay-roll tax and they get the 
money, and then the slippery bookkeeping begins. They 
make out I 0 U's, they appropriate the money from one 
fund to another, and they say it is invested when it is gone. 
And where is it? As soon as the Government got this pay-
roll tax from the poorest people in this country-those lea-st 
able to pay it-they immedl-ately spent the money building 
battleships, paying benefits to people, and spending it on 
P. W. A. and W. P. A. and upon every other routine activity 
of the Government. But not a bit of it on social security. 
W~hen spent, the money Is gone, and it is gone forever as 
soon as it is spent, because there is no necessity for the 
Government ever to pay it back for the simple reason that 
the interest on those I 0 U's furnishes the money which 
must be raised to care for the maturing demands against the 
social-security system set up in title II. Since none of the 
moneys collected as pay-roll taxes will be needed to pay the 
workers under title II, where will the Government get the 
money to pay the old-age pensions? 

It will get it just the way it gets all the other money it 
must have, it will borrow it or levy an additional tax. It 
will levy a tax on the People, all the people, not a part of the 
people. It will levy a tax on all the people to get the money, 
the money that is needed to pay the claim against the social-
security fund. And when they levy that tax on all the 
people they catch again the man who has already paid the 
pay-roll tax. In other words, this ridiculous, unfair, and 
unjust system is a double system of taxation upon the 
poorest, and the humblest, the man least able to pay. They 
divert this money into wrong channels, they misappropriate 
It, they indulge In legalized embezzlements, and then after 
they have spent the money on something entirely disasso-
ciated with social security they double back and make 
him pay It again, 

Mr. CRAWFORD. Mr. Chairman, will the gentleman 
yield? 

Mr. GEARHART. I yield to the gentleman from 
Michigan. 

Mr. CRAWFORD. Of course, the situation would be 
dissimilar If the Government were running on a balanced 
Budget basis. 

Mr. GEARHART. That is correct. If we were not in-
dulging In deficit finance, this whole system of monkey 
business would crash to the ground. When, oh, when, will 
the people but understand? [Applause.] 

[Here the gavel felL] 
Mr. COOPER. Mr. Chairman, I yield 20 minutes to the 

gentleman from Mlichigan [Mr. DnwcLL.] 
Mr. DINGELL.. Mr. Chairman, before I proceed with my 

own discourse I am constrained to make some sort of re-
sponse to my genial friend from Callfornia who found it 
necessary to make the second explanation of what he in-
tended in the first place to convey to this House. The fact 
of the matter is-and I hope I may have the attention of 
my friend from California-the arguments which he put 
forth on this floor have been exploded so completely and 
on so many occasions that no one pays any particular atten-
tion to such statements. He seems to be the only one left 
who still persists in baseless quotations., 

Mr. GEARHART. Mr. Chairman, will the gentleman 
yield? 

Mr. DINGELL. In Just a moment I will yield, 
Mr. GEARHART. I seem to have the attention of the 

gentleman from Michigan and the gentleman from Massa-
chusetts. 

Mr. DINGELL. It seems to me lie a sort of reecho of 
what some short-eared jackass said somewhere, sometime, 
for Political reasons, and my friend drags this back on the 
floor as though it were something new and Important. 
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It has been exploded, shattered by experts, and It Is as 

dead as the dodo. W~hen Californians talk about battleships, 
and their elimination as a possible argument against the bill 
or any of its provisions, I do not think that is very, good 
politics, and I dare say he will probably strike that reference 
out of his own remarks in the RECORD, because California is 
constantly shouting for battleships and more battleships, and 
I1am wondering if the gentleman disagrees with the great 
bulk of his fellow Californians? 

Mr. McLEAN. A point of order, Mr. Chairman. 
The CHAIRMAN (Mr. PwrTzasoN of Georgia). The gentle­

man will state it. 
Mr. McLEAN. I1 understand the rule requires that the 

gentleman shall address himself to the bill. 
Mr. DINGELL. I am addressing myself to remarks made 

In connection with the point raised by the gentleman, and 
I am not taking any orders from you. 

The CHAIRMAN. The gentleman from Michigan will 
proceed in order. 

Mr. McLEAN. Mr. Chairman, I make the point of order 
the gentleman is out of order qnd I insist that the gentleman 
shall proceed in order. 

Mr. DINGELL. Well, we will make it in order.
 
The CHAIRMAN. The gentleman will proceed In order.
 
Mr. DINGELL.- Mr. Chairman, I want to make just one
 

additional reference to the remarks of my friend and that is 
that all of the evidence before the committee bearing upon 
the subject of soundness of investing social-security funds, 
and particularly on that point by all the experts and by all 
of the witnesses 'representing industrialists, labor groups, 
bankers, and even some representatives of the Hearst papers, 
were all agreed that this method of financing Is sound, and 
I do not think there can be any question at all about it. 

Mr. COOPER. Mr. Chairman, will the gentleman yield at 
this point? 

Mr. DINGELL. I shall be glad to yield. 
Mr. COOPER. I am sure the gentleman will recall that 

the Advisory Council, which embraced some of the out­
standing men of the Nation-Swope, of General Electric, and 
men of that type, as well as outstanding representatives of 
the labor organizations of the country--unanimously ageed 
that the handling of this fund was absolutely proper, and 
they were a unit in their recommendation on that point. 

Mr. DINGELL. I thank the gentleman for his contri­
bution. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. DINGELL.1 I will be glad to yield. 
Mr. BUCK. The gentleman from Tennessee has Just re­

ferred to a statement that Mr. Swope made. May I call the 
attention of the Committee to the fact that he testified before 
our Ways and Means Committee as follows: 

Much discussion has been occasioned by the estimate of the 
enormous reserve which will be accumulated in 1980, I have never 
taken this seriously 0 . Nor have I any fears that these 
funds in the hands of the Government are in any sense insecure. 

Then the question was asked him: 
"You do not consider that the Investment of the money In special

obligations is embezzlement, legalistic or otherwise?" And Br. 
Swope answered, "'Certalnly not; It Is a shame to so designate it., 

Mr. DINGELL. I thank the gentleman for his contribu­
tion. 

Mr. Chairman, after several months of arduous work, the 
Committee on Ways and Means presents to the Congress a 
bill containing many and important amendments to the 
social-secu'rity law. These changes were decided upon only 
after listening to suggestions made by representatives of 
business, labor, and farmers. In fact, all elements concerned 
were given an opportunity to give testimony in open hearings 
which continued for a period of at least 2 months. The ex­
haustive hearings covered every phase of existing law, Advo­
cates of every conceivable kind of plan argued the merits of 
their respective proposals. Experts were presented before 
the committee by proponents of various plans in order to 
sustain their contentions of soundness and workability. 
W.hen the calendar of available witnesses was exhaus'ted the 
committee went into executive sessions, which terminated 
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with the reporting of H. R. 6635, the bill now before you. TASL 1.-Comparison of benefit paymnents under present Federal 
The committee labored continuousl addignlfooer4 old-age insuranceplan and under revised plan on the basts of th~e 
long months,.nemdaertreetrt siae 

Every paragraph, I dare say, of existing law and every Adtoa 
suggestion made by witnesses was carefully analyzed as to Cakendar year Present title II Revised plan Adediturona 

the Possible maximum benefit to the people. ---------- $4,OA0 M0.00 $Z0y)00 
Workability and the costs 194 ----------------- VA JF90-(qhad to be studied with utmost )------- 542.00000 2 14.000.00 

1941 ----------- - -20.01 ,.O.i t.009 
care. Expert advicc was available and consulted at every 1942---------------------------- 92. CO, COO 3OO00(0.000 25&SCIAJOWt 

step In advancement the completed measure.--144---------- 2150.0,0.CO 3.. ( W 01the toward ----------------- 59%tilt. (0 001. 
This bill, M1.r. Chairman, should meet every demand of the 1s 5----------------------------- 20. CMl)000 713.00".000 45_1. (0W). (Xl 
liberals and progressives in Congress. The conservatives 194-----------403.00M OO 001 0.00 452. CM) 0(A5M5. 

1(,01,00. 99)007. 001() 49r,.0ti'.tX0
need not fear lack of -soundness or workability. 1944-----------------------------e13.00M00c 1. 134.000.0')) 519o.150.0)9 

I presume there are Members here today who will not be 199----------------------- 2,00 1)1 0.O 4.W 0 
sati~llied with the extensions and generous amendments, but 11*51----------------971, 000. WEl 1,523. 0(0. 09) 55.9M.000.0 
I do not find fault with them because I myself was obliged i9-12-- ----------- :--------------- 1.07F. (00. 00A 1,621,000. Of,) 54M0.0100M

195 -------------------- :-- 1 ,13000.000 1. 719, (Mi. 0t0r2s) ~W1.OM 
to compromise some of my own views in order to reach an 1954--------------------------- 1.3)t8130,000182(0.000 1 05,00 0. 0) 
agreement. I am satisfied, however, that the bill gives very Toa.14 o154 nlsv.8 49000,00) 14,814,00,00I6,315, 000,000 
substantial satisfaction to those who rightfully deman~de ___________ _________ _____ 

broadening and liberalization. It is gratifying to note that A more detailed table of increased benefits covering the 
in spite of the increased benefits It was possible to allow individual annuitant equally graphic and forceful will be 
substantial reductions in taxes covering old-age and unem- found on page 10. I will not read the figures in detail but 
ployment-compensation insurance, will cite only a few. 

It seems almost paradoxical that In spite of substantial Take an Insured man earning an average monthly wage 
tax cuts that the law could be extended, expanded, and of $100. Under existing law, which requires 5 years of pre-
liberalized, yet that Is an absolute fact. The biggest prob- mium payments, the Zinsurd would not be eligible for bene­
lem as I view It, which confronted the committee at all fits for another 2 years. Under the revised plan he will 
times, was the prob~lem of working out a broad general plan receive, beginning with 1940, $25.75 per month for life, if 
covering more beneficiaries In every walk of life and under single; if married, he will receive $38.63 per month. Fol­
varied circumstances and issuing, so to speak, only one kind low that a step further, and you will observe in the next 
of policy under one identical premium for upward of 40,- line that the insured at the end of 5 years under the present 
000,000 people. Imagine the elasticity necessary to apply plan would be paid at the rate of $17.50 per month, while 
to such a task and the cramped situation which checked the under the revised plan if single he would receive $26.25 or 
committee's progress on all sides. The one-policy, one-pre- $39.38 per month if married. These payments, of course, 
mium-for-all problem, was ever present. Contrast this with are for life. 
the latitude of an insurance company which can and does Thmz 2.-illustrative monthly old--age-insurance beneflts undff 
write any kind of policy to fit the purse. desire, and amount present plan and under revised plan' 
of benefit demanded by the Insured.______ 

After all, the committee membership Is not composed of Pent Revised plan Pent Revised plan 
Insurance experts or actuaries. Yet in spite of our handi- p--- -pa 
caps and limitations, I am prone to believe In the funda- Single I Married'2single Ianrsd' 
mental soundness of our proposal. In considering the bill, - . __
 

keep before you at all times the fact that the benefits are Average monthly wage of $50 Average monthly wage of $100
 

intended for the living, for the insured, upon attainment of- __.___ - -______
 

the statutory age of 65. It Is not Intended to create an years of ooverage:
 
estate. The old-age annuity provisions were not only in- 3-------(') S$M $50.M90 (I) $2.75 $58. as
 

5__: $1.00 21.00 315 117.50 225 39.38
creased for the benefit of the Insured but were extended to 10--------- 7.50 22.00 32.00 2± 50 27.50 4L 25 
include aged wives, widows, children, and aged dependent 2D-----:-----------22.50 24.0) 340) 32.10 30o0 4&.00

30 ------------ 27.50 26.00 39.00 421 0 32.50 48. 73 
parents. The freezing of the employer and employee tax for 40-------------- 32.50 2&00 40.0) 51.25 35.00 5210s 
the years of 1940, 1941, and 1942 at 1 percent instead of 1'A-___-___ __ 

percent as provided by present law will save the taxpayers Averag monthly wage of $150 Average monthly wage of=$21 
about $275,000,000 per annum for the 3 years, or a total of__- -__-$L2$825,000,000 for the 3 years S.----------0 P 35 (3 

5--------$200 31.10 47.25 $28.00 42.00 63.00 
Benefit disbursements of $1,775,000,000 will be made dur- 10....27.50 33.0) 49.50 37 50 44.00 510)

ing 1940-44. While under existing law the beneficiaries 20 --------- 42.10 340) &L00 5M.25 48.0) ra1W 
30--------:-_ --- 53.75 30.00 18.50o 63.7 5'2.0) MOD0 

would receive about one-third of this amount or $555,000,000. 40--------------- 61 25 42.00 63.00I 81. 25 K 0) 8400 
The benefit Increment for the 5 years amounts to approxi- ~~a~uei ihrsett h eie ln hta niiulersa es 

matel $1,00,00,000 Exprts avise theconimtteethat $20)0in each yearol coverage in ord-r tohe eligible to recevethei1-percentiinrment. 
the -total costs over the next 45 years will be about the same If this were not the case, the benefit would be somewhat lower. 

aslw.uder resnt cst th ealy yarswillbe Bezeflts for a marriedcouple without children where wife Iseligible for asupple.he n 
greater due to greater benefits being paid to annuitants not 'Benefits not paid until after 5years of coverage. 
necessarily entitled to higher benefits If their proportionate What to me is an attractive illustration of benefits pur-
premiums are calculated. This policy is quite generally In chased under the. liberalized plan will be found on page 14. 
effect in all benefit plans and is firmly established as sound This table No. 5 shows exactly what an employee could pur-
and fair. At all times, however, the insured receive in chase for himself in the form of an annuity policy with only 
benefits far more than they would from an Insurance com- his own tax contribution as a premium, as compared to what 
pany. I call to your attention and commend for your study, he will receive under the social-security plan, as revised. 
table No. 1 on page 8 of the report giving comparisons of Mr. MULLER. Mr. Chairman, will the gentleman yield 
total benefit payments under the existing and the proposed there? 
law. Mr. DINGELL. Yes; I yield to the gentleman from Con-

Bear in mind at all times that the date of benefit pay- necticut. 
ments is to be advanced from 1942 to 1940. For the pur- Mr. bM YILE. The gentleman stated the amount that he 
pose of the record I will include the table, though I will can buy with his 3 percent or 1 percent--eventually 3 perceuL 
forego reading the figures, Would it not be fair to also ftgue in -the employers? 

LXXXV--M 
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Mr. DINGEIL. r am coming to that, and I want to assure 

my friend that I am trying to be fair to the insurance corn-
panies and to the plan proposed. 

Take, for your example, a level monthly wage of $100 and 
an employee paying to a private insurance company the 
amount of his own contribution without the contribution of 
his employer; at the end of 3 years he would receive under 
the simggested plan before you $25.75 per month for life, while 
under a purchasable annuity he would receive nothing; at 
the end of 5 Years he will receive under the suggested plan 
$26.25 per month for life, while under a purchasable annuity
he would still receive noth-ing. 

After paying for 10 years he would receive $27.50 per month 
for life under the suggested pl3n, while under a purchasable
annuity he would receive only 41 cents per month. In only, 
one instance does the table show in favor of purchasable 
annuities, and that is on the basis of a level monthly wage
of $250, where payments have been made for 45 years, and 
then the advantage amounts to only 30 cents per month. 

In all fairness, however, I am constrained to point out 
that if an annuitant purchased a policy from an insurance 
company with the same aid in contribution from his em-
ployer as Is being paid under the social-security plan the 
figures paid In benefits would be greater. At all times under 
the new plan the annuitant receives far more in benefits

thanhe ays or.Payment
thanhe ays or.later 

TABDLE 5.-Theoretical monthly annuities purchasable with only
employee tax and benefits under proposed plan for single men 
entering the syjstem Jan. 1, 19371 

____________ -Upon- ____________ 

Suggested Purchasable suggested Purchasable 
plan I anut pla I nut 

Level monthly wage of $10 Level monthly wage of $100 
Yewsof overge:tensive 

3---------------- - $20.OD $12&75I ' 
5--------------------- 21.00 X 
10-------------------- 22. O 27.50' 5041 

---- ..----- 24.00 $1.55 30.OD ass 
30--- ----- ~ 2500 8.16 V "I32.9-

2D.01 10.88 S& 231 2mi5 

Level monthly wage of $110 Level monthly wage of 
-_______ 

3 9. (1 $41 2 

1---------------- 33.5D SO. 42.00 F 
20--3G. 00 6.35 42.00 11.14 
30---- ------ 39.00 14.77 82.00 25-30 
40 ----------- 42. 00 2& 81 50.00 4&48 
4 ------ =----- 43.10 34.49 58.0OD 5&3 

I_________ 
IThese calculations are based upon the standard annuity table, at 3 percent

Interest. Taxes less 10-percent allowance for expenses are used for theoretic pe
ninumes. Part of the taxes are applied to the purchase of a death benifit wIchs 

identical with that of the suggested plan, and the remainder of the taxes are applied
to the purchase of a deterred ainnuity with no death lbenefit.iwaonyafwdsagththecm

The following assumptions have been made:itwsolafedas 
As regards taxes: A I-percent tax rate on employer end also on employee through

1942; a 2-percent tax rate on each in 1043-45; a 21t-percent tax rate on each in 194-48 
ind a 3-percent tax rate on each In 1949 and thereafter. 

As regards benefits: Continuous years of coverage from age at entry to ace 65,
retirement atagze t5 indlvidunlremainsasingle for hisentire lifetimeand doesnot leave 
a widow, a child under 18. or a dependent parent.I'Taxes are used up entirely in purchasing the lump-sum death benefit so that no 

annuty i purhasale.per
As regards unemployment Insurance taxes and benefits, I 

must of necessity be as brief as possible. I do want to say,
however, that the benefits here, too, have been increased. 
while the tax has been very materially reduced, or, at least, 
made possible where the reserves meet the Federal require-
ments. These are to the effect that the State cash reserve 
must cqual either the maximum total of benefit payments to 
the unemployed or the total taxes collectible in any one year 
within a specified period in 10 Years, whichever is greater. 

It is estimated that the savings In taxes for 1940 to employ-
ers where States avail themselves of the change in the basic 
law will amount to $200,000,000 to $250,000,000, depending, of 
course, on the number of States that will take advantage of 
the change. 

I believe there are now 35 States which can take advantage
of the reduction because of ample reserves on hand. Before 
the expiration of 1939 all but seven States will be able to take 
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advantage of the new law. At least, so It appears at the 
present time. 

Should the States wherein the reserves meet the new re­
qulirements act early enough to bring relief to their employers 
the savings to this class of taxpayers may reach an additional 
figure of $100,000,000 for 1939. 

Some States and some Governors might not be very anxious 
to take advantaae of the-se reductions, as Ls evidenced In 
Michigan. I have written Governor Dickinson and the 
Acting Lieutenant Governor, and also to the speaker of the 
house, urging immediate legislative action to enable my, State 
taking advantage of the proposed prospective tax reductions, 
I even submitted a brief as a guide. But unfortunately the 
legislature could not or would not delay adjournment and the 
Governor did not exercise any persuasion to effect the con­
sideration of the brief. A special session will very likely be 
forced by the taxpayers in order to comply with the Federal 
statute. I am hopeful this delay will do no harm. 

Penalties imposed upon employers for delayed Payments Of 
the tax due In 1936-37 and 1933 which will be remitted amount 
to $15,000,000. 

The law has been liberalized to permit the Commissioner of 
Internal Revenue to grant 90 days' extension of time for pay­
ment of taxes without penalty instead of 60 days, as provided 
under present law.

for a taxable year paid after January 31 and not
than July 1 next following close of taxable year will be 

eaie 0preto h alwbecei nta f9
pnlzd1 ecn ftealwbecei nta f9 
percent, as at present. 

the passage of the bini before you an additional say­
ings of $65,000,000 will be made possible because taxes will
be applicable to the first $3,000 of taxable salary. ThiJs same 
limitation already exists in the present annuity tax. The 
changes In existing law as proposed by the bill are too ex-

for me to even attempt to cover In detail. Therefore 
let me say to you that I recommend acaeu study by each.
an2veyMmbro tefis 2 ae o h
anevrMmbrothfis32pgsfte report.This bill needs no defense at my hands and you will not 
find it difficult to uphold. I am proud of my contribution 
toward its liberalization for I was privileged to build the 
structure of the draft before you. 

And now as to the old-age pensions, these have always
been my first and greatest concern. I have tried for ever 
so many years to bring about the adoption of a workable 
national Plan of substantial pension payments to the desery-
Ing old people. I have been amply rewarded for my patience
by the fact that I was privileged to help draft the law, and 
then later to witness the signing by President RoosevelL at 
the White House of this instnimentallty, which established 
on a permanent basis the payment of old-age pensions, 
While I have advocated the increase of the Federal contribu­
tion as far back as 1935, and insisted upon $20 instead of $15,

teraligtegththecm teereiznth
fairness and substance of the amendment, adopted the higherrtwihwhnmthdb teSae il aepsilrtwihwe ace yteSae ilmk osbe9
maximum pension of $40 a month per eligible pensioner. Xodta eea-tt eninsse sgnru
hl htaFdrlSaepninsse sgnru 

n
nample when it permits the payment of a maximum of $80 

month to an aged couple. Your Uncle Samuel will pay
his half if the States will do likewise, 

I am confident that the people of this country will assume 
that such an amount in extreme cases will be sufficient to 
provide comfort and contentment to the old folks. 

Dependent children and widows, as originally provided for 
in my, bill, will be taken care of by the McCormack amend­
ment, which I supported and which was forced through after 
three defeats. Thbis amendment provides for Federal match­
ing on a 50-50 basis instead of as heretofore, the one-third 
to two-thirds paid by, the States, In various detailed ways 
the provisions of existing law were liberalized. The cost In­
crease of the ratio in matching will cost the Federal Gov­
ernment thirty, to fifty million dollars per annum. It Is my
hope, and of the committee, that the States will supplement, 
this amount to reach more of the deserving dependent chil­
dren. Widows and orphaned dependent children should be 
our first concern, 
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TO hurry on toward the termination of my discourse, let 

me say that vocational rehabilitation, too, has been worked 
over and generous amendments added to existing law. A 
million dollars has been added to the authorization. 

Before adopting any of the amendments contained In the 
bill the committee had to at all times calculate the element of 
Costs and the ability of the taxpayer to meet them with 
Prompt regularity, 

It is, as you know, the function and the responsibility of this 
committee to provide the revenues covering all authorized 
appropriations. Mindful of the olllIgations which the coin-
mittee owes to the aged, the crippled, blind handicapped, and 
to the dependent children, we were constrained nevertheless 
to take into account the obligation which we owe, first, to the 
taxpayer. Every monthly increase in benefits, matters not 
how small, grows to tremendous proportions, because it muitst 
be multiplied 12 times for each year and then again hundreds 
of thousands, or even millions, of times, depending on the 
number of beneficiaries to be covered. Because of the perma-
nency of these benefits, if the gross total cost of any proposal 
is desired, we must multiply the gross annual costs by the 
normal life expectancy or statutory eligibility of the intended 
recipients. Altogether these added benefits mount to stagger-
ing figures. 

Mr. MARTIN of Colorado. Mr. Chairman, will the gentle-
man yield? 

Mr. DINGELLj. Yes. 
Mr. MARTIN of Colorado. Mir. Chairman, knowing the 

gentleman's interest In old-age pensions, and understanding 
the part he has taken in sponsoring the increase in this bill, 
I ask him if he thinks the committee has gone as far as prac-
ticable in the various provisions of the pending bill, and 
whether the bill should be supported In the House as is? 

Mr. DINGELL. I am absolutely positive on that point, that 
there should be no changes at; the present time-that 
the membership should be patient In order that we. may ob-
serve the workings of these new amendments and test the 
sincerity and willingness of the States to go along and meet 
the requirements and concessions thus far made in this bill. 

Mr. Chairman, I shall vote for the bill as presented, or a~s 
amended if the amendments are constructive and Practical, 
not demagogic, and I will urge you, my colleagues, to do like-
wise. Then as ti-me goes on and through experience we learn 
that further liberalization is needed and possible, that the 
Treasury can stand the strain of minor additional benefits, I 
will be the first among you to fight to bring this about. 

Mr. BATES of Massachusetts. Mr. Chairman, will the 
gentleman yield? 

Mr. DINGELL. Yes. 
Mr. BATES of Massachusetts. I made this interruption for 

the urpse beauseI hve anyf iquiing ecevedsothe urpse f iquiing ecevedsobeauseI hve any
letters in respect to it from smaller chambers of commerce, 
whether they are exempted under the provisions of this act. 

Mr. COOPER. We have taken care of the small Chambers 
of commerce, 

Mr. DINGEIL.U Yes. That was very definitely analyzed and 
provided for. 

Mr. JENKINS of Ohio, Mr. Chairman, I yield 25 minutes 
to the gentleman from Kansas [Mr. CARLsomI, 

Mr. CARLSON. Mr. Chairman, before I enter into a cdis-. 
cussion of the Pending bill, I want to express my personal 
thanks to the chairman, the gentleman from North Caro-
lina [Mr. DOUGHTON] and to the other members of the Ways
and Means Committee. During the several months of hear-
ings and executive sessions on the pending legislation, the 
membership of the committee were very generous and kind. 
As a new member of that committee, it was necessary for 
me to ask many questions, to get information that the older 
members no doubt felt was a waste of time. Your under-
standing and kindness were appreciated,

The committee has presented for your consideration H. R. 
6635. As has been previously stated, these amendments to 
the present social-security law are the results of months of 
work. There were many and varied views in regard to the 
amendments proposed, and to the social-security program 
as a whole. It Is my intention to discuss frankly and hon-
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estly what I believe to be some of the errors in the principles
of the present Sact as well a.s its inadequacy in caring for 
the present and future social problems. 

My remarks will be confined to those sections of the bill 
dealing with old-age retirement and unemployment Insur­
ance. 

On several occasions the statement has been made that 
our Nation has embarked on a more ambitious and far-
reaching social-security program than any nation on the 
face of the earth. This ambitious program has been In ex­
itctnce less than~4 years and already hans 42,000,W~0 regis­
trants under title II or old-age insurance. Its contacts, 
present and future, may have a vital effect on our national 
economy and even go so far as to have a direct or indirect 
effect on government Itself. 

In other words, we have developed a social-security pro­
gram with a mushroomnlike growth, when, for permanency's 
sake, it might have been better to develop it as a sturdy Oak. 
Proposed changes are already knocking at the door. This 
bill makes a very radical change In titles II and VIII relat­
ing to old-age insurance. Any social-security or old-age 
Pension plan that we may adopt is an additional tax burden 
and in this respect the present bill requires the collecting of 
new and additional taxes. 

The existing law was enacted in 1935. The public paid 
little attention to Litles II and VIII because they did not 
take effect for nearly 2 years, or until January 1, 1937. The 
act was passed by Congress with very little attention being 
paid to Its ultimate cost, at a time when any bill sent it by,
the administration was considered -must" legislation. Two 
years of tax collections under its provisions, amounting to 
more than five hundred millions annually, are bringing to 
the attention of the country the additional burden of tax­
ation on labor, agriculture, and Industry. In my opinion, 
there will be an Increasing general reaction to this tax 
burden. 

There Is no doubt that the act's generosity Is confined 
largely to the older workers, with Its greater tax hardships 
generally allocated to the younger and future registrants and 
their employers. There is a growing fear that the portion of 
the present pay-roll tax paid by the employers is and will 
continue to be shifted to the consuming public through higher 
prices. The 42,000,000 registrants make up a large part of 
the adult public. This point has been raised by friends of 
the act. 

M.Toa lofrel eea one fteSca 
Security Board, writing in the Atlantic Monthly, August 1938. 
sad: 

Society will bear a large part of the burden on employers. The 
matter of whether the act will be a boon to the young workerswill turn on that question and on several other similar questions
'Which deal with the risks of the young. If we assume that the 
employers' half is shiftable to the public, Including the registanta,
then old-age provisions may become very much less of a boon to 
the younger Workers. 

We must bear in mind at all times that a pay-roll tax 
taxes employment, It seems doubtful to me that any tax 
can be persuaded to encourage the very thing it taxes. The 
risk of young workers is that this tax, by discouraging em­
ployment, may create more old-age dependency than the 
benefits can cure. The tax may be expected to bear hardest 
on man-power industries and to encourage mechanization, 

The present combined pay-roll tax Is only 2 percent, But 
some actuaries have estimated that in future years the pro­
gram may require support equal to taxes of 10 percent to 12 
percent of the pay rolls, or more. This means that the pres­
ent plan involves another form of "leaning on the future" 
quite as we do when the Government operates on a deficit 
and borrows money to pay Its bills. The world's history of 
the past 25 years contains a number of illustrations of "lean-
Ing on the future." There is among them not a single 
record of success. 

So far, there have been no signs of serious rebellion against 
pay-roll taxes, but It Is interesting to note that the Amer­
can Federation of Labor In its Denver convention, 1931. 
proposed assistance to the plan by Federal contribution&, 
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A 1938 bulletin from the social security committee of C. 1. 0. 
proposed that the full cost of old-age benefits be put directly 
on the Treasury. 'The Social Security Board and the A& 
visory Council on Social Security have both recommended 
that a portion of the cost of the program be taken from genl-

eraltaxtion Advsor andTh Coucilwasvery specific:eraltaxtionAdvsor ThCoucilwascan 
stated that one-third of the cost should be borne by general
taxation. 

Should this be done, it destroys the princi-ple of a self-
supporting, pay-os-you- go pension plan. It is most unfair 
to the citizens of our country who were too old to qualify
for benefits under the plan, and to agriculture, certain pro-

fessona cleae, ad te slf-eplced.The wil b pain~ 
for a pension plan without receiving benefits. 

The Social Securit~y Act was passed in the House of Repre-
sentatives by a vote of 371 to 33. Thi's indicates that the bill 
had the support of agriculture. But the bill was for a self- 
supporting system of, by, and for the industrial workers--so 
that agriculture was not much concerned at the moment. if, 
however, it is found that the act is not self-supporting be-
cause of miscalculations, or if the proposal to abandon self-
support is pressed, it seems only reasonable to expect that 
agriculture will complain, in the first place, and oppose in 
the second. 

Taxation as general taxpayers, without benefits, presumna-
bly would not appeal to the farming area. It would appear 
that organized labor's complaints about the pay-roll taxes 
and the clamor for a reduction of taxes paid by the employers 
may have put agriculture on notice that the system is not 
exclusively one of benefits, but involves paying for them also, 

Some will simply state that agriculture should come under 
the program, and thus there could be no general complaint. 
It seems to me that agriculture would be very unwise to enter 
the plan in its present state. The fundamental principles of 
the plan, namely, the principle of self-support and the reserve 
basis, have been thrown back into the arena of debate, 

Agriculture seems entitled to know exactly what it is 
invited to join and to have proof of the system's solvency, 
It seems entitled also to know exactly what its general tax-
paying responsibility will become In connection with the 
present plan if It should remain outside. 

It is my contention that the farmers of this Nation are now 
paying a large part of the cost of the national social security 
program. This is of vital concern to approximately six and 
one-half million farm families representing 30,000,000 of our 
population. 

On this subject I want to call your attention to the testi-. 
mony of Dr. John Lee Coulter, as it appears In the hearings, 
beginning on page 980. Dr. Coulter has spent more than 30 
years in the field of agricultural economics, and during these 
years has owned and managed his own farms. He stated: 

Unless agriculture is able to secure for the products of the soin
prices which are reasonably In harmony with other prices, farmers 
in turn are unable to purchase from the market and their position
is disadvantageous.

The reason for that, fundamentally, Is that farmers sell their 
labor in the form of prices received for goods rather than in the 
form of wages or salaries. The great majority of other groupa
receive their compensation in the form of wages or salaries.pe

The farmers of the country produce, let us say. $1ooo,ooo,00ooo 
wcrth on the farm. These commodities, when they move to the 
city and through the processing establishments and when they
reach the consumer, represent a so-called value of farm products
that has doubled or trebled or quadrupled. 

mr. KNu-rsoN. Dr. Coulter, the arguments which you have raised 
against the transactions tax apply with equal force to the pay-roll
tax insofar as Its effect on the farmer? 

Dr. CouTE~rs. Yes. If they become pyramided, a series of one 
after another added to a commodity, and if imposed suddenly, they
become equally burdensome, and I think at the present time the 
various pay-roll taxes imposed under the social-security program
if added to the cost of products, and the final price of them, is one 
of the factors, maybe the largest factor In bringing about and con-
tinuirg the disparity between farm prices and the prices which 
farmers have to pay. That disparity Is present. I don't think 
anyone can blink at that. And no method has yet been found to 
bring the farm prices up. Temporarily, by loans without recourse, 
we bring them up, but destroy our market in so doing, destroy our 
foreign market, pile up surpluses, and the farmer has less to sell, 
Undoubtedly the new costs added to the finished prcducts have 
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Mr. CAB~sON. I want to assure you, doctor, that I very, greatly

appreciate your statement, because I am personally acquainted withYour familiarity with the agricultural sections of the Middle %Vest.
You have stated the effect this legislation (Hf.R. 2 and IL It 11)
would have on agriculture If enacted into law. You have also 
stated the effect the proposed amendment to the Social Security
Act would have on agriculture If enacted. Now, I wonder if yougive the committee any Information as to what the present
social-security law is costing agriculture. 

Dr. Cou.TEss. I haven't tried to make an estimate. I haven't 
tried to estimate the extent of the burden. I do feel, without anydoubt at all, from all of the data on hand, that it is one of the
factors producing the present disparity between prices which farm­
ers pay for what they buy and the prices which they receive. I 
think it is one of the larger factors. Those increased costs are 
bound to be reflected In the price of things they buy. 

Mr. Chairman, I want to direct your attention to the -state­
ment on page 2 of the committee report concerning- a saving 
of $275,000,000 annually for the years 1940, 1941, and 1942 
by freezing the present pay-roll taxes at 1 percent each on 
employer and employee. This statement says there will be a 
net saving of $825,000,000 in 3 years. 

On the same page we find the statement that by beginning 
payments next year instead of in 1942, and by liberalizing 
payments, we will spend $1,200,000,000 more than was con­
templated under the original act during the period of 1940 
to 1944, inclusive. 

In other words, in spite of reducing collections $825,000,000 
we are increasing expenditures by $1,200,000,000. This is 
nothing short of magic. The present administration is de­
termined to spend prospective revenues during the immediate 
future. This is not a sound business policy and will eventu­
ally destroy the protection for which these people have paid. 

Let us analyze the so-called savings nnd increased benefits. 
One Government estimate indicates that by 1954 social-
security tax income will total $1,800,000,000, while demands 
for benefits will be more than $2,000,000,000. Thereafter 
demands will increase faster than revenues, unless taxes are 
increased. Thus, in 15 years, annual disbursements for old-
age benefits will exceed annual income from pay-roll taxes. 
Therefore, at that time, Congress must either increase pay­
roll levies or appropriate funds for social-security payments 
out of general revenue. 

It is reasonable to assume that there will be great pressure 
against the scheduled increase of the tax to 4 percent in 
1943, and to 5 percent in 1946, and there will undoubtedly be 
even greater resistance to the proposed Increase to 6 percent 
In 1949 and thereafter. 

It is reasonable to assume that there will be great pressure 
against the scheduled tax increases in 1943, and there will 
undoubtedly be a greater resistance to the increase of the 
rate to 6 percent In 1949, We cannot have tax reduction 
and increased benefits. 

The principle of self-support in the present act means that 
the schedules of taxes and benefits were so established that 
the former are expected to support the latter. The present 
tax rate of 2 percent increases at 3-year intervals until It 
reaches 6 percent in 1949. 

The Treasury has computed that a level top rate of 5.34 
pecent on pay rolls is the actuarial equivalent of the present 
2 percent to 6 percent scale. In other words, any deferred 
payments at the present time means that this loss of revenue 
must be collected through increased taxes in the future. If
teati ob efspotnw uthv h ocle 
teati ob efspotnw uthv h ocle 
level tax rate of 5.34 percent.

The Treasury has estimated $867 as the average annual 
wage. Assuming 42,000,000 registrants, the total pay roll Is
 
$3,414,000,000 per annum: the accruing liability is 5.34 per­
cent of that sum: and the present tax that is being collected
 
is2pretothtum, levn ifrnc f33 esn


2pecnoftasulvigadfrneof34pret
of that amount to represent the present annual amount by
which the taxes are not satisfying the accruing liability.

Some contend that the actuarial cost of this program may 
be in excess of 12 percent. Dr. Altmeyer stated that the 
eventual cost when the system reached its maturity would 
be 9.35 percent. I do not believe that anyone can visualize 
the time when Industry and labor will be willing; to carry

become a big factor In putting stuff out of the reach of the faramudno apoiaey10preto hepyrl o
population. txbre fapoiaey1 ecn ftepyrl o 
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Social Security. Dr. Altmeyer's testimony on this subject is 
very Interesting, 

hir. ALThSEYER if we go off the so-called Reserve method of flnanc-
ing, we are confronted inevitably with three alternatives in the 
fUture when the annual benefit costs will have Increased steadily, 
as they will, of either Increasing the contributions based uponl pay
roll above the present maximum of 3 percent, of making some con­
tribution out of the general funds of the Treasury, or of reducing
benefits. There can be no other alternatives except those three,

I shcUld like to put the positoiog of the Board this way: We feel 
very strongly that Congress today ought to indicate what the gen­
eral policy of the Government wili be when that point is reached 
In the future. If Congress belleves the contribution rate should
be Increared from 3 percent to 31/2 percent. or 7 percent altogether,
instead of the present maximum of 8 pwercent. then thtt should bL 
uLiicated aL this time. If. an the other hand. Congress believes 
that. 3 percent each, or 6 percent ultogether, is a reasonable maxi-
mum so far as It can determine at this time, then Congress ought 
to Indicate at this time that It favors some contributions out orfgeneral revenues. But to increase benefits at this time or to post-
pone the Increase in the contribution rate at this time without 
taking Into account the eventual consequences of either or both 
actions seems to the Board to create a situation where the future
financing of the system and the future benefits provided unrder the 
systema are thrown into doubt.duigtepsyerEvrtieamllbinsornu­

* * * * * * 
Mr. AL~merET. Specifically, the actuaries estimated that the level 

premium cost--the average cost over the lifetime of the system-
would be a little over 5 percent, and the eventual coat when the 
system reached its maturity would be 9.35 percent.

Mr. DISNET. The cost? 

Mr. AvrmETRr. The cost. It was estimated that the difference 


between the eventual maximum contribution of 3 percent each. or 
6 percent together, and the 9.35-percent eventual cost, in 1980,
would be met through the interest earnings on the reserve which,
would have accumulated by that time, 


Mr. Disrixy. That would be direct taxes, of course,

Mr. ALTMETEYR. That Interest would have to be raised through

direct taxes However. I think you have to distinguish between 
the Interest earnings of a reserve and a direct Government con-
tribution to the system. While the interest earnings on the re-
serve are raised presumably through general taxation, the citizens
who pay the taxes to cover the Interest earnings have received a 
quid pro quo In the past, because they have had the use of the 
money that the contributors have paid into the Treasury under the 
old-age Insurance system

Since 1935 the actuaries are rather agreed-i4n fact.!I know of no 
dIsagreement among the actuaries as to the general proposition
that the costs of the present title It have been underestimated,
The range in Increase in costs-and I emphasize range-is up to 
as much as 50 percent greater In 1980 than originally, estimated, 

The Advisory Council's final report makes this Interesting 
comment: 

It (the Council) Is of the belief that we shall not commit future 
generations to a burden larger than we would want to bear
ourselves. 

They also said In their report: 
Information now available Indicated that the benefit structur 

under title U1 of the present act will Involve financing from all 
sources of annual disbursements equivalent to 10 to 12 percent
Of covered pay rolls by 1980, when persons now in their twenties
will be at the retirement age. Certain members of the Council 
who are actuaries fear that the upper limit of the eventual coat 
of the benefits will be higher than here estimated. 

Time will not permit a full discussion of the proposed
changes of benefit payments due the covered workers under 
the old-age insurance plan or title IL But the American 
people should know that we are now changing rulings In the 
middle of th3:- game. We are leaving the original principle of 
individual insurance and individual savings accounts-for 
a program of sccial insurance. The Individual loses his 
Identity and hIds savings becomes a part of a great national 
social-security POOL The Individual worker becomes but a 
part of a great social machine. To me, it is but another 
step that leads to a social program similar to the type In 
existence in Russia and other totalitarian governments.
Every wage earner who is single will be compelled to pay a 
tax and unless he or his dependents live until 65 years or 
older-his heirs or estate will receive the benieficient sum 
needed for burial expenses. This also carries a proviso
which reads-"'but no such payment for burial expenses may
exceed the amount actually disbursed by the person or 
persons who paid such expenses." Should he, through an 
accident or otherwise, become totally disabled, he could not 
draw a dollar in Insurance or benefits from the fund until 
he reached 65 years of age, and then his payments would 
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be based on the wages paid during the years he was actually
able to work. 

This revision of schedules is in favor of the near old. at
the expense of the young. Thousands of our citizens and 
workers who thought they were accumulating an insurance
and savings account now find that these funds have been 
thrown together into a national pool without even consulting
them. 

The Ways and Means Committee has recommended a re­
duction in pay-roll taxes for old-age insurance. But no
outright reduction is being recommended for the 3-percent
unnpom t-rrriea.Itstuctt escto

nmlyetIeuac a. tI r-ta h eto
dealing with the unemployment-insurance tax is being re­
written on a merit-rating basis with new and additional
State requirements. This 3-percent tax is a great burden 
nteepoesadhsadrc feto u nmlyontempyrsadhsaiecefctnouuepl­

ment Prob'em. Many of our small businesses and Industries 
cannot afford this drain. Almost every city and good-sized
town had examples of the destructive effect of ths tax
duigtepsyarEvytmeamllbinsornds 

try is forced to close its doors-the number of our unem­
ployed increases. In a number of instances, the employers
refuse to increase their pay rolls in excess of eight, in order 
to avoid the tax; and in other instances, it becomes neces­
sary for employers to reduce their pay rolls to eight or less
in order to avoid paying this tax. Therefore, this has a
serious effect on the unemployed of our country. This Is 
easy to understand, when one realizes that every time an
employer puts a new worker on the pay roll at $100 per
month, he adds a tax to his business of $48 per year. In 
Bmy opinion, Congress might well reduce the pay-roll taxes
from 3 percent to 2 percent instead of adopting the involved 
language of the provisions of this section. 

The Social Security Board says that the tax rate should 
average 2.7 percent. Who can say at this time whether that
is too much or not enough? We must have additional ex­
perfence to show us what benefits for total and Ipartial unem­
ployment are to cost, as there is no way of predicting what
the tax should be. The proposed amendment attempts to
lay down standards which the States must meet; and It 
em om that it is entirely too early to tyto establish 

these standards, as the States have not had enough expeni­
ence to say what they should be. Everyone will agree that it 
Is not logical or sensible to unduly tax the pay rolls and rob 
purchasing power of sorely needed funds, while building up
large surpluses In unemployment compensation funds. in 
my opinion, the unemployment compensation tax should 
be lowered now, and if later experience shows that more 
funds are needed, the tax can be increase& 

No one will deny reasonable benefits to the eligible unem­
ployed. But, if advocates of more benefits are not careful, 
we will have a dole which places a premium on unlemploy­
ment. Estimates of increased costs due to shortening of the 
waiting period and Increasing duration, plus the addition of 
benefits for partial unemployment, vary from 20 to 50 percent.
If these estimates are fair, then the formula in this section 
for a tax reduction Is but an idle gesture, for the funds can­
not raise the required one and one-half times. In good 
years It will be one and one-half times the increased total tax 
and In bad years one and one-half times the increased total 
benefits--so it would catch the State coming or going.

Congress woulld perform a real service In the way of busi­
ness appeasement and aid to employment by reducing the 
unemployment compensation tax from 3 to 2 percent now. 
With surpluses now in the State funds, no State will suffer be­
fore the time Congress again has an opportunity, to study
the picture. If this Is not done, I sincerely believe this entire 
sect!on, 1602. should be eliminated and the law rest as it is. 
This would give the States a chance to try out "experience
rating" which is permissible, as the law now stands. 

This new provision also threatens a very serious competitive
Problem between the various States. This section is so drawn 
that competing Industries may pay a very high tax rate in 
one State and in the adjoining State would have no unem-
Ployment taxes to Pay. This should cause everyone to give 
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serious consideration to It before It Is enacted Into law. My 
personal opinion is that if this situation develops as it might-
it will mean the future destruction of the act itself. 

In conclusion, I wish to state that I believe we need and 
will have a social-security program in this country. This 
Program must be based on a pay-as-you-go plan, be aCtUarily
sound, and have in mind the present and future cost of the 
program. [Applause.] 

Mr. COOPER. Mr. Chairman. I yield 20 minutes to the 
gentleman from California [Mr. Bucxl. 

Mr. BUCK. Mrt. Chairman, ladies and gentlemen of the 
Committee, it Is my Intention this afternoon to discuss In 
advance some of the amendments that Members have sug-
gested they would offer on the floor when the reading of the 
bill begins, 

Prior to that I do want to say a few words with reference to 
the discussion that arose this afternoon on the subject of the 
soundness of the investment of the funds which have been 
collected for old-age Insurance payments and those which 
will be collected and paid into the new trust fund. These 
funds are required by law, and will continue to be required, 
to be invested in United States Government obligations, 
It is amusing to me that anyone who has had Any grasp 
of the finances of the United States, of States, or of munici-
palities should feel any concern over the fact that funds for 
retirement payments or trust funds of any kind should be 
Invested in the very best obligations that exist, those of the 
Nation, the State, or the municipality itself. If the credit 
of our Nation is not worth anything at all, then the wails and 
moans of those who call these investments "the purchases 
of I 0 U's" might be justified; but if the credit of our 
Nation Is not worth anything, then the retirement fund, the 
annuity fund Itself, and your money In your own pockets is 
not worth anything. I do not know of a single person with 
authority in finance or economics who would appear before 
this august body and testify otherwise than that the present 
system of investing these trust funds In the obligations of 
the United States Government Is sound. 

Mr. JENIKINS of Ohio. Mr. Chairman, will the gentleman 
yield for a question? 

Mr. BUCK. Not Just now. I rill yield in !ust a moment. 
During the course of the hearings before the Ways and 

Means Committee Mr. Gerard Swope, president of the Gen-
eral Electric Co., testified in reference to the manner ini 
which the old-age reserve account funds were invested: 

Mr. Swopx. Nor have I any fears that these funds in the hands 
of the Government are In any sense u...secure. 

Later, Mr. McCo~uiAcK asked him: 

You do not con~s~der that the investment of the money In such 


obligations Is embezzlement, legalistic or otherwise? 
Mr. Swopz. Certainly not. It Is a shame to so designate It. 

Dr. J. Douglas Brown, of Princeton University, said: 
There has been a great deal of talk about the mishandling of 

funds, and fraud. I think that Is an entire misconception. I 
think the Treasury Is performing Its functions exactly and with 
the greatest integrity it has foilowed out the law as passed by
Congress. 

Mr. Marion B. Folsom, treasurer, Eastman Kodak Co., said, 
In answer to a query by Mr. COOPER, of Tennessee, who asked 
the question: 

I don't understand you to be offering any criticism of the 
methods employed up to now? 

No, sir, I do not. I do think there has been an awful lot of 
crit~cism of the handling of these funds which has not been at al 

just-led.necessary 
Dr. Paul Studenskld professor of economics, New York 

University, said: 
I don't conceive that the investment of these funds of the 

Social Security in Government bonds are merely Investments In 
Government I 0 U's. or that we need to be very much worried 
about it. I have deep faith in the future of the credit of the 
Federal Government despite the extensive borrowing that the 
Federal Government is engaged in. 
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Dr. Edwin E. Witte, professor of economics. University of 

Wisconsin, and formerly executive director, President's 
Committee on Economic Security. said-and I want you to 
listen to this. gentlemen: 

I will put It this way: That you cannot find among economists 
or financiers or anybody who understands the operations of finance 
or governmental finance a person who thinks that these funds 
are lost to the beneficiares. They are, on the contrary. the most 
secure Investment you can have. 

It is remarkable that among those who are familiar with 
financial operations of business corporations, those who 
understand governmental finance and those whose opinions 
as economists are most valued that there should be unanimity 
of opinion. This unanimity ought to satisfy and silence 
those who are misrepresenting the past financial opmrations 
of the Government and who seek for some ulterior purpose 
that I do not profess to know, to discredit the value of the 
securities that the United States Government issues. As 
of December 31, 1938, Federal trust funds such as the civil 
service retirement and disability fund, the Federal Deposit 
Insurance Corporation. Indian trust funds, the Postal Savings 
System, Alien Property Custodian funds, and many others, 
held as investments, bonds of the United States Government, 
or bonds the payment of which was guaranteed by the 
United States Government, a total In face value amounting 
to $5,032,381,290. All of these bonds and obligations are just 
as much and just as little, I 0 U's as those the gentleman 
from California [Mr. GEARHART] complained about this after­
noon. Thlese investments are absolutely safe, as the gentle­
man from Massachusetts [Mr. McCORsrAcxl pointed out, and 
are of the soundest possible character. 

Mr. Chairman, I have been advised that there may be 
amendments offered tomorrow to delete from the bill the 
paragraphs which the committee has reported. defining 
agricultural labor, and bringing American seamen under the 
coverage provisions of old-age insurance. I should like to 
say a word first with reference to the reasons that actuated 
the committee in bringing those who are employed in mari­
time employment under the act, 

We realize that this Is still a very diffcult problem so far 
as unemployment compensation Is concerned. For example, 
there Is the question of how long a seaman should be re-
Quired to wait unemployed before he becomes entitled to 
unemployment compensation. Those who are familiar with 
the maritime industry will know what I mean when I say 
that when a seaman goes to a hiring hail his name appears 
at the bottom of the lis and be has to work his way up.
It Is not, therefore, fair to the employer or to anyone else 
to say that he should have necessarily the same period of 

waiting that a man who is out of employment In general 
industry should have. We are not, however, touching that 
problem here. We have decided to bring seamen under the 
old-age provisions of the act, leave the question of unem­
ployment compensation for future consideration. May I 
say that the committee Is very hopeful that this latter por­
tion of the problem may also be worked out In the near 
future. I understand that someone has objected to the 
wording in our bill because we have said that those engaged
In maritime employment on American vessels shall be cov­
ered irrespective of citizenship, 

Mr. Chairman, this language refers to any employee, and 
to any employer as well. The man who works in the Ford 
factory in Michigan, the man who works in the cannery in 
California, is building up his nld-age record regardless of 
the fact that he Is an American citizen, and regardless of 
whether he is employed by one. The phrase Is particularly 

as to seamen. 
The inclusion of the phrase is necessary since most of the 

services performed on martime vessels, wit~h respect to 
which the taxes will apply, will be performed outside the 
United States. The courts might consider the levying of 
such taxes to be beyond the normal and usual exercise of 

etaigpwrangvehestueaarorcntr­
thtaigpwr dgvehestueanro rcntr­
tion unles the Intent Is stated expressly,, 
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The courts examine closely the intent to tax where the 

tax may be applied outside the United States. In United 
States v. Goelet ((1914) 232 U. S. 293), regarding the tax on 
the use of foreign-built yachts, the court said at page 295: 

Not In the slightest degree questioning that there was power 
to impose the excise duty on the citizen owning a foreign-built
yacht whoily irrespective of the fact that he was permanently
domiciled in a foreign country and putting out Of view all ques-
tions COncerning the nonapplication of the statute to the case in 
hand Purely because of the situs of the yacht Itself, the single 
matter for decision is, do the terms of the statute provide for the 
payment by a citizen of the United States who has a permanent
residence and domicile abroad of an excise duty because of the 
use by him as owner or charterer under the terms of the statute of 
aLforeign-hiuilt yacht? * * * Indeed we think It must be con-
ceded that the levy of such a tax Is so beyond the normal and 
usual exercise of the taxing power, as to cause It: to be. when 
exerted, of rare occurrence and In the fullest sense exceptional, 
This being true, we must approach the statute for the purpose
of ascertaining whether Its provisions sanction such rare and 
exceptional taxation. Considering the text lot the law],. we search 
In vain for the express declaration of such authority. True. It Is 
argued by the United States, that as the tax Is levied on any
citizen using a foreign-built yacht and as any Includes all, there-
fore the statute expressly embraces a citizen permanently domi­
ciled and residing abroad. But this argument In effect begs the 
question for decision which is whether the use of the general
words, any citizen, without more should be considered as ex-
pressing more than the general rule of taxation, or In other words 
can be treated without the expression of more as embracing the 
exceptional exertion of the power to tax one permanently residing
abroad. 

The court held that the tax in that case did not apply 
to a citizen having a permanent residence and domicile 
abroad. In view of the foregoing statements of the court, 
It seems wise to include the phrase in the definition of em-
ployment for purposes of the old-age insurance provisions of 
law, since it Is our intent to levy the taxes on services per 
formed outside the United States on American vessels. 

The definition of "employment" for purposes of the Fed-era tx unmplymetwll til cveronl sevics pr-
freda unmthi hoyeUnitetxdilSttstilldcove nonl serviesde peri-
formed waithinmte Unrited Stats is nnecsayotwextende to inser 

dudemartimItis ecesar, hoeve, Inertsevice t 
In that definition the phrase "irrespective of the citizenship 
or residence of the employer or employee" in order not to 
raise a doubt as to the intention with regard to service per-
formed within the United States. If the phrase appears in 
the definition of employment for old-age insurance pur11-
poses, but is left out in the definition for purposes of the 
Federal unemployment tax, it might be contended that an 
alien or nonresident employer or employee is not subject to 
the tax, even though the services are Per-formed within the 
United States. 

There has been some question as to how large a percentage 
of our seamen are American citizens, and those who, Perhaps, 
will move to strike out this section may dwell on this subject 
tomorrow. I have, therefore, for your information obtained 
a letter from the Department of Commerce, which I desire to 
read at this point: JuN .13. 
Eon. FRaw R. BUCK usx1,13.

House of Representatives, Washington, D. C. 
MY DEss CON~nnsasuAN Bucx: This will acknowledge your letter 

of May 50. 1939. addressed to the Secretary of Commerce, in which 
you desire Information as to the percentage of American citizens 
engaged in the maritime trade. 

Statistics for the fiscal year 1938, now being prepared In the 
Bureau of Marine Inspection and Navigation, show that seamen,
excluding licensed officers, shipped before shipping commissioners 
were 90.1 percent Americans. We do not have compiled a break-
down on the percentage of Americans shipped in the IntercoastaL. 
Great Lakes, and foreign trade. However, the Great Lakes trAde 
is not included In the above percentage, Inasmuch as the crews 
on the Great Lakes ships did not sign on before a Shipping com­
missioner and the Bureau's figures are compiled from shipp~ig
cormmissioners' reports. 

you might be Interested In the following figures on the per-
centage of Americans shipped before shipping commissioners in 
previous years: percen 
Fiscal year 197---------------- ------- 86.0 

Fiscal year 1C35 --------- 6-Co. 
Fiscal year 104--------- ---- _ 77. 
F~a yea 193-- ------ ---- ___ y4 
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I Shall be pleased to furnish any further Information you may 

desredonthi soubrec. 
~ or.J. M~.JOHNSONe. 

Asitn Secretaryi of CommerCe. 
It will be observed that in the foregoing letter the total 

Is not broken down by divisions; and I may say parentheti­
cally also that practically all Great Lakes seamen are Amen-
can citizens. 

Obviously the maritime Industry of the United States Is 
ontewyobea0-prntA rinlbridurad 
ontewyobea10erntA rinlbridurad 
It seems to me that In view of the fact there has been no 
opposition on the part of employers, and that the employees
in this industry have requested inclusion, that no objection 
should be made when less than 10 percent of those now 
employed are aliens. Certainly there must be more than 10 
percent aliens employed In great industrial establishments,
such as the Ford Motor Co.
 

Mr. CULKEht Mr. Chairman, will the gentleman yield?

Mr. BUCK. I Yield. 
Mr. CULKIN. May I say that I concur heartily in the 

gentleman's conclusions and statements. I know of nothing
that will stabilize the offshore marine Industry to a greater
extent than their placement under social security. I thinkr 
the gentleman's committee has done a splendid Job In this 
Particular, and I agree with the gentleman's reasoning in full. 

Mr. BUCK. I thank the gentleman for his contribution. 
Mr. EATON of California. Mr. Chairman, will the gentle­

man yield? 
Mr. BUCK. I yield.
Mr. EATON of California. Are stevedores already included 

under social security?
Mr. BUCK. I understand they already are included. 
Mrt. CARLSON. Mr. Chairman, will the gentleman yield? 
Mr. BUCK. I yield.
Mr. CARLSON. The gentleman from California has re­

ferred to the fact that 10 percent aliens are included. Per­
sonally I question the Inclusion of 10 percent. As I under­
stand it, there are 200.000 seamen to be taken in under this 
amendment. This would mean 20,000 aliens would be in­
cluded. Is that correct? 

Mr. BUCK. The pending bill proposes to extend coverage 
to service performed "on or in connection with an jamerican 
vessel under a contract of service which Is entered Into within 
the United States or during the performance of which the 
vessel touches at a port In the United States if the employee is 
employed on and In connection with such vessel when outside 
the United States." W7e define "American vessel" as any 
vessel documented or numbered under the laws of the United 
States and also any vessel i::ither documented nor numbered 
under the laws of the United States if its crew is employed
solely by one or more citizens or resdents of the United States 
or corporations organized under its laws. 

According to the testimony. given by George E, Bigge. 
Commissioner. Social Security Board, documented vessels 
cover 183.000 people; that Is about 8.000 on2 Yachts of one 
kind or another, 20,C03 on fishing vessels, about 90.000 in
deep-sea fishing, And 43.000 on rivers and local craft. 

Mr. CULKIN. Mr. Chairman, will the gentleman yield
thr 

frhr 
Mr. BUCK. I yield.
Mr. CUI-KIN. Might I state to the gentleman that every 

merchant marine in the world-the French, the German, the 
Italian, and the English-have had social security and old-
age retirement for their offshore men for an Indefinite perio&l
and it has had a tremendously beneficial stabilizing Influence 
upon the industry. I think we need that Particularly here in
the offshore industry in America. 

Mr. BUCK As a matter of fact, if we did not Include
both the aliens and the Americans there would be a tendency 
for employers to hire aliens up to the limit the law allows. 

Mr. CULKDN. Yes; but the limit Is ex-tremely low. I winl 

oi~shore service are a vanislhing factor and they will be prac­
tically eliminated within 2 or 3 years 
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Mr. BUCK. I understand so. 
Mr. CULKIN. And may I say, if the gentleman will per-j 

mit, that one of the preliminaries to a man's going on an 
American ship is that he shall have first plapers. 

Mr. BUCK. I am sorry; I cannot yield further to the gen-
tleman, but I thank him for his valuable contribution. 

I want now to take up the amendment that the committee 
has prepared defining agricultural labor. I am advised that 
one Member of the House tcm-orrcw will offer an amendment 
striking out the exemption for agricultural labor, for em-
ployees of religious, charitable, and other organizations, and 
for those engaged in domestic service. If that is not adopted, 
I am advised that an amendment will the-n be offered to re-
ject the paragraph the committee has prepared after much 
thoughtful consideration defining agricultural labor. I un-
derstand this amendment comes from very reputable labor 
-ources. I regret they have seen fit to suggest that such 
an amendment should be offered. I can only say that I have 
been very proud myself to have been of assistance, for 
instance, in connection with this inclusion of seamen in 
the act on behalf of organized labor. I have had labor sup-
port invariably in my election contests, and I look back with 
pride upon my association with organized labor. I think, 
however, when organized labor attempts to step into the 
agricultural field without a realization of the economic situ-
ation of the farmer, it is not taking into consideration all of 
those elements which we as members of the committee have 
had before us for a period of some months. 

Mr. Chairman, agricultural labor was exempted in the 
original act, and it was exempted upon a sound basis. There 
is a reasonable basis for continuing this exemption, and the 
committee so found unanimously. Farmers cannot pass on 
their tax cost as the industrialist can on his pay roll. May 
I say also, speaking as a farmer, that farm life offers its Ownl 
kind of social security. Its work Is outdoors. It does not 
have the nervous strain that Is bound to come as a result of 
association with machinery. It offers under modem rules 
and regulations good living conditions everywhere. The 
young man is employed at an early age, and I may say to 
those of you who come from the city that we take care of a 
great many of your older men who have passed out of the 
picture as far as industry is concerned but who can still earn 
an honest, respectable living on the farm. Its social security 
Is its own. Its problems are not those of industry; the farmer 
cannot be Judged nor can agricultural labor be Judged by the 
camne standards as industrial employer and employee. 

The exemption contained in the original act is justified and 
should be continued. The clarifying paragraphs that the 
Ways and Means Committee has put Into this bill are merely 
for the purpose of interpreting the original decision of Con-
gress that agricultural labor should be exempt. These para-
graphs are based on the theory that what is agricultural 
labor is determined by the nature of the work and not by 
whom the man is employed. Agricultural labor starts with 
the planting of a crop. It ends when that crop has been 
delivered to market or to a carrier for transportation to 
market, and all the intervening steps should be regarded as 
in the nature of agricultural labor. 

Mr. WOODRUFF of Michigan. Will the gentleman yield?
Mr.BUC. th romMichigan.Iyied t getlean

Mr. BUCK.DRyUel toftheigentleMan firom tenint 
thebo.oW oDRfF ofgMihgn1MyIdretatnto o 

May I offer a tribute to the work of the gentleman from 
California In connection with clearing up a misunderstanding 
that seems to have existed in the Treasury Department in 
its interpretation of the will of Congress as outlined in the 
Social Security Act, 

Mr. BUCK. I thank the gentleman, 
Mr. WVOODRUFF of Michigan. In that connection I will go 
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At the bottom of page 53 1 find the following: 
The term, for example, Includes fur-bearing animal farms. Under 

the present law, services performed in connection with the operation 
of such farms constitute covered employment. 

As a matter of fact, is It not true that that Is simply an 
interpretation of the law by the Treasury Department and is 
not covercd in the law itself? 

Mr. BUCK. I think the gentleman Is correct in his conclu­
sions. The law clearly exempts "agricultural labor." Our 
difficulty has been to make the Treasury understand what 
"agricultural labor" is. I would like to develop that in con­
nection with two or three other rulings the Treasury Depart­
ment has made, if the gentleman does not mind. 

Frankly, I think the time will come when both charitable 
institutions, educational institutions, and agriculture will feel 
that their employees ought to be included under at least the 
old-age provisions of this act; but I think a great deal of edu­
cation is necessary before these classes of employers and the 
employees can see the benefits of this. 

Mr. WOODRUFF of Michigan. I agree with the gentleman 
and I am in harmony with his views on that subject. 

Mr. BUCK. It will be recalled that there was only one 
man who appeared before our committee asking that agri­
cultural labor be included. I say frankly he did not make 
a good impression on the committee. Am I correct? 

Mr. WOODRUFF of Michigan. Entirely correct. 
[Here the gavel fell.] 
Mr. COOPER. Mr. Chairman, I yield the gentleman 5 

additional minutes. 
Mr. BUCK. Mr. Chairman, under these circumstances I 

think the committee has acted wisely in presenting this 
amendment to you to clear up what agricultural labor 
means. In our opinion the Bureau of Internal Revenue, 
and I invite the particular attention of the gentleman from 
Michigan to this, in issuing its regulations for the collection 
of social-security taxes produced a great many conflicting 
and in my opinion ridiculous rules and regulations. One of 
them is the one to which the gentleman referred, having to 
do with fur-bearing animial farms. The Bureau of Bio­
logical Survey in the Department of Agriculture classifies 
farms of that type as agricultural. Thiere is no question 
about that. 

Mr. WOODRUFF' of Michigan. Is It not the gentleman's 
opinion that the Congress never intended the operation of 
a fur-bearing farm to be anything other than an agricul­
tural pursuit? 

Mr. BUCK. Of course, that Is exactly so. 
Let me call attention to some of the other rulings. In 

some cases the rulings have worked to the advantage of 
farmers who have large acreage. I stated a few minutes 
ago that I am a farmer. I have a fairly large acreage, and 
on it I have a packing plant where I can clean, wash, and 
pack my own fruit. 

That labor is exempt. If 10 or 20 of my neighbors do the 
sm hn ntesm aI hygttgte n ul 
cooperativh pcing nshdithe te ralradan theradbirdwashIettg 

apoples rathveirp sn hdo fruitra and uase theisam
packin thei 
ape rterpas n akterfutaduetesm 
type of labor under the same circumstances, they are now 
taxed under the rulings of the Bureau of Internal Revenue,
because the work is done off of a farm. Where is the Justice 
in that, in making the small producer suffer? 

Let us consider the question of poultry. Under the ruling 
of the Bureau, if you raise poultry for the purpose of selling 
eggs or selling the fowl themselves to market and you employ 
labor, that is agricultural labor. On the other hand, if you 
employ labor to raise baby chicks, that is not agricultural 
labor. If you raise mushrooms out in a shed back of the 
house on your farm and employ labor, that Is agricultural 

Intothemater back of your house andurter henthe entema isreay t yildlabor, but if you have a natural cave 
Mr. BUCK. The gentleman may propound his question and 

perhaps I can answer it as I proceed. 
Mr. WOODRUFF of Michigan. I find at the bottom of 

page 51 the following sentence: 
Services performed on a farm in connection with the raising, feed-

Ing. and management of fur-bearing animals, such as foxesnono 
exempted, WiLl be exempt under paragraph 1.I 

raise te hr n mlysmoet avs hm htI 
not agricultural labor. 

Let me add that the Pure Food and Drugs Act of the United 
IStates and many State laws require rigid inspection of agri­

cultural commodities, and in the case of apples and pemr 
require that they be washed before they can be shipped In 
Interstate commerce. The average farmer Is In no position to 
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handle this work by himself on his farm, lie must cooperate
with his neighbors in a common packing plant where his 
fruit can be washed, his beans gradcd and cleaned, and -coon. 
All these Processes are a part of the preparation of the farm 
crop for market, and it has been unfair and inequitable for 
the Bureau of Internal Revenue to make rulings which tend 
to restrict all of these operations to a given farm. Their 
rulings have worked to the advantage of those who have large 
acreages on which they can carry through a complete agri-
cultural operation from producing a crop to delivering for 
transportation to market. It might be very fairly said the 
Present amendment is intended not merely to state clearly
what Congress considers are agricultural operations but to 
remove the Inequities that now exist, 

The changes which we present to you have been worked out 
with members of the Legislative Counsel, representatives of 
the BUreau of Internal Revenue, and with counsel for the 
Social Security Board. I can state to you quite truthfully
that the Treasury Department has assured the Ways and 
Means Committee that the definition proposed is one which 
they find workable. 

Mr. HAWKS. Mr. Chairman, will the gentleman yield?
Mr. BUCK. I yield to the gentleman from Wisconsin. 
Mr. HAWKS. In connection with the sentences to which 

the gentleman from Michigan called attention, I wonder if 
the fur farmers who have been paying these taxes under the 
language used in the report will receive any repayment?

Mr. BUCK. I cannot tell the gentleman that. I will say
this much, that In the opinion of those of us who helped to 
draw this amendment these various services which form an 
Integral part of agriculture were intended to be covered by
Congress in Its original enactment; but, frankly, I cannot tell 
the gentleman what the situation would be in regard to the 
problem there. 

Mr. HAWKS. It is not quite fair that they should have 
been taxed purely under a regulation issued by the Depart-
ment. 

Mr. BUCK. I take It that they have their recourse to the 
courts under those circumstances; there Is no question about 
that. 

Mr. COOPER. Mdr. Chairman, will the gentleman yield?
Mr. BUCK. I yield.pepewarexctntoad
Mr. COOPER. Of course, these people who have been con-

strued to be under covered employment and whose wage
record has been built up will still be there. If they go into 
other covered employment they get the benefit of that,

Mr. HAWKS. How about the employers' contribution,
thea? 

Mr. COOPER. Of course, the employers' tax has been 
paid. They do not get any refund. The tax is not being
paid for the benefit of the employers but for the benefit of 
the employees. 

Mr. HAWKS. But they would have to get out of this 
employment, 

Mr. BUCK. I am sorry I cannot yield further on this 
fur-bearing proposition. I wish to call attention to one or 
two other matters before my time expires,

Let me call attention to another serious anomaly. if you 
are the owner of a farm, and you enter Into a written agree-
menit with a marketing agent to pick and pack your crop,
whether it Is fruit or beans or anything else, the labor em-
ployed by the marketing agent Is considered to be agricul-
tural labor at the present time; but if you sell your fruit or 
beans to that same marketing agent and he comes in with a 
crew and picks your crop, that is not agricultural labor 
under the rulings of the Bureau of Internal Revenue, 
Services performed by the employees of a company handling
tobacco in warehouses off the farm but in the Immediate 
neighborhood where the process of fermentation was carried 
on, however, have been held to be agricultural, so that the 
Treasury has applied no uniform rule In connection with its 
Idea of limiting agricultural labor to work on the farm. In 
the case of cotton ginning, packing lettuce, and so forth,
however, a very rigid restriction has been made limiting the 
exemption to work done on a far- Itself. 

[Here the gavel fell.] 
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Mr. COOPER. AU. Chairman, I yield 5 additional minutes 

to the gentleman from California. 
Wr. BUCK. These curious distinctions produce Inequities 

among people operating in the same commodities in the same 
localities, and certainly this is an injustice. Now, assuming
there is merit to what I said about the reason for the ex­
emption of agricultural labor until such time as both em­
ployers and em'iployees have been educated to the point where 
they will want to be included-and, after all, you want these 
people to be included just as you have wanted the seamen 
who have come to us asking to be included under this act-
then we ought to have this clarifying amendment, this de­
fining amendment which Is based on the theory that It Is not 
by whom a man is employed but the nature of the work he 
is do:ng that constitutes it agricultural labor. 

Mr. Chairman, in conclusion I desire to discuss briefly
the subject of the -liberalizing" amendments that have been 
sugtisted by some of the Representatives who come from 
States that are not matching the present Federal old-age
assistance contribution. I have some hesitancy in going
Into this subject, because, as has been pointed out, the 
State of California is the only State that is now fully match­
ing the contributions that the Government makes. I am 
satisficd, however, that whether or not ours is the only State 
that can do that or will do it, the equal matching principle
is the sound principle on which Federal co'xtributions should 
be made. Once we start paying two-thirds of the first $15. 
as has been suggested, and half of the rest, or matching at 
the rate of 4 to 1 for the benefit of certain States, it will not 
be long until all the States will come to you and ask you for 
a fiat, a uniform, and a universal pension of the kind you
voted down here the other day. There are reasons, which I 
shall insert in the RECORD, for rejecting any such proposal
of a uniform or universal basis. 

Mr. TREADWAY. Mr. Chairman, will the gentleman
yild 

MY. BUCK. I yield to the gentleman from Massachusetts. 
Mr. TREADWAY. Is It not a fact that if a change In the 

rtoo 05 hudb aei ol ipyadt h 
ep ofth-50 ande woul simpy addeftoaeshouldebe it the 

peopenseofrte eovertnmento andi owybnftteae
 

Mr. BUCK. That is my opinion. May I say that while 
this does not appear in the records, in the executive sessions 
Dr. Altmeyer stated that if we should adopt a proposal such 
as having the Federal Government pay two-thirds of the 
first $15 and half of the remainder It would increase the 
tax cost to the United States' by from $40,000,004) to 
$10,000,E00 a year.

This Is on the basis of a $30 top matching. It we take the 
$40 top matching that the committee has recommended, the 
cost would be from $45,000,000 to $110,000,000 a year. The 
4-to-1 matching proposal will cost the Federal Government 
an additional $220,000,000 per year.

Mrt. Chairman, our comm-ittee Is a hard-working committee. 
We have a great many things to consider, but, fundamentally, 
we are charged with raising the revenue for the country
through taxation. When you vote on these so-called liberal-. 
izing proposals, remember that the next week you are going to 
be called upon to tax Your people to pay for them. There LS 
no alternative whatsoever. We cannot go on borrowing In­
definitely: we will not do so, and we are going to have to 
bring in a tax bill that will wring the money out of the 
pockets of whom? of those who are prepared to produce in 
the next generation and who are engaged in active business 
today in order to make these unreasonable Pension pay­
ments to the States whose legislators themselves refuse to 
provide the funds which are necessary to take care of the 
States' responsibilities to their own aged. I am not insensible 
of the diffoculties that some of our States have In providing
for social aid, but I have noticed that whenever it iS neces_ 
sary for any State to match other Federal appropriations
such as those made for roads, the states have always been
able to find the necessary money. I am afraid that some of 
those who are urging these excessive payments are forgetting
that after a.11 It Is the right of the State to determine how far 
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It wants to go In social insurance. When the Federal Goy-
enmient holds up the standard, be it $30 a month or, $40 a 
month, and says that It will match up to half that amount, 
any money that a State provides, in my opinion, the Federal 
Government has extended an Invitation sufficiently broad and 
sufficiently liberal, and until the time comes when the States 
take advantage of that invitation the CongreSs should not 
go further by authorizing larger subsidies which must be 

bomeby n tremendoushe txpaers tp ofthealreadyborn by he n tp oftheWeaxpaersload of taxes under which they are staggering.
Mr. Chairman, at this point I desire to insert a portion of

the testimony of Dr. Altmneyer, to be found at page 2306 of 
the hearings before the Ways and Means Committee: 

Dr. ALTaSEEra. The approach In the Social Security Act, as you
know, Is twofold. Title I undertakes to set up a systematic, orderly
method of helping old people who are In need. But the benefits are 
In proportion to their needs, 

The States have very wide freedom, In fact, entire freedom. ini 
determining what the definition of the concept of need shall be 
since that is not laid down in the Federal Social Sacurity Act. 

Therefore a State is In a position to determine, in the light of Its 
resources, Its habits. its customs, just what aid shall be granted
these aged people, and under what circumstances. 

That gives us a flexible system; that, in a country of this mag-
nitude. with its varying conditions, is absolutely essential for a 
decent, equitable, and adequate treatment of this prcblem of need, 
which varies with the Individual's circumstances. 

The House very decisively defeated the Townsend pro-
posal the other day. What the gentleman from Mississippi 
[Mr. COLMER] and the others who have spoken as he spoke 
are proposing to do is simply to open up the back door to 
Townsendism and to invite Its proponents back to make 
a raid on the Capitol instead of sending them to the State 
legislatures, whose members they should deal with fIrst of 
an. 

I insert an extract from an editorial In the Washington 
Post of June 6, 1939. which states this quite clearly: 

THROUGH THE DAMKDOOS 
At present the Social Security Board matches old-age sllow. 

ances by the States on a 50-50 basis. Thus, the system retains a 
very definite local character. States are not likely to promise
extravagant benefits so long as their taxpayers are required to 
meet half of the bill. Senator Braxzs proposes, however, that 
the Federal Government Increase Its contribution to two-thirds of 
the total pension allowed in the poorer States. 

Acceptance of that principle for some States would, of 
quickly lead to demands for Its general application. The next step
might easily be a wholly Federal system of old-age pensions, In 
order to equalize the differences of which Senator BYaNES corn-
plains. The Townsendites would then have only to bring about
liberalization of Federal old-age benefits to arrive, by a delayed
approach, at the goal they seek. 

When the House begins debate on the proposed amendments 
to the Social Security Act today It must be alive to the very real 
danger of ushering In Townsendism, through the back door. 

I also want to call the committee's attention to an edi-
torial which appeared in the Washington News of June 7, 
1939, on the same subject. I quote the following from that 
editorial. While the reference made is to a plan proposed by 
the Senator from South Carolina [Mr. BYRNES], its aPPli-
cation Is equally pertinent to the Calmer plan and others 
which we have before us today. 

Irxrp socIL sscrUry sm sIntroduce 
Trhe proposed social-security law changes now being debated In 

Cong~ress are recommended by the House Ways and Means Corn-
mittee which has made a long and careful study and has considered 
the views of many experts.

We believe these changes are desirable and safe. Under them,. 
payment of old-age insurance benefits would start next year. In-
stead of In 1942; increased benefits would be extended to wives,
widows, and dependents of Insured persons; about 1.100.000 more 
people would be taken in under the law's Insurance provisions; the 
plan to build up a $47,000,000,000 reserve fund would be aban-
doned: pay-roll tax Increases would be postponed, saving employers
and employees about *1,700.000.000 in the next 5 years; and the 
system would be liberalized in other respects.

But some Congressmen want to go even further. For instance 
Senator BYSNEs. of South Carolina, and others think the Federal 
Government should be more generous In the matter of old-age
pensions toward the 30 States whose people have per capita Incomes 
lower than the average for the whole country.

At present the Federal Government contributes half the cost of 
such Pensions, UP to $30 a month total. Most States pay pensions
of much less than $30 a Month-the country-wide average Is below 
620-because they can't or won't match the full $15 whic the 
Fiederal Government Is willing to provide. The Ways and Means, 

Committee proposes to increase the maximram Federal grant to $20,
makting It possible for any State which will put up an equal amountto pay $40 pensions.

This won't help those very, poor States which now fall far short 
of $15-a-month contributions. South Carolina, for example, pays 
an average pension of only $7.79. and Arkansas of only $6.05. NineStates, all in the South, are below $10.50. 

So Senator ByRNzs' plan Is to have a sliding scale, with the Fed­
eral grants varying from half the total pension In "rich" States to 
as much as two-thirds in States whose per capita Incomes are 
farthest below the national average. chiefly Southern States.appreciate the gravity of the problem Senator BYRNEs Is try­ing to attack. But we also appreciate the realities of politics, one 
of which Is that what some States get from Congress all States will 
demand. If the Federal Government starts paying two-thirds the 
cost of old-age pensions In South Carolina, Arkansas, and other 

"poor" States, it will soon pay two-thirds the cost in every State. 
Another reality of politics Is this: That the larger the propor­

tion of Federal contribution to a system administered by the States 
the less interest will the States have In keeping administration wise 
and economical. Local tnxpayers ~are notoriously Indifferent to 
waste of "money from Washington."

We think there are many States now paying low old-age pen­
'ons which could afford to pay more under the present arrange­

ment. They should be encouraged to do that. We know there 
are poverty-stricken States whose economic condition should be 
improved. But the Byrnes propcsal, It seemis to us, would actually
contribute very little toward that end, while at the same time It 
would threaten serious damage to social security's entire old-age
pension system.

Mr. Chairman, I appeal to every Member of this House, 
when they vote upon the Colmer amendment, to think not of 
their own local problem, but to think in terms of the United 
States and of those people at the end of the line of taxation 
who will be called upon to make good any Increases that are 
voted over and above those fair and liberal ones that the 
Ways and Means Committee has already made. [Applause.]

(Here the gavel fell] 
Mr. COOPER. Mr. Chairman, I yield 5 minutes to the 

gentleman from Arkansas [Mr. T.Rity]. 
Mr. TERRY. Mr. Chairman, I was very much interested 

In the closing remarks of the gentleman from California 
[Mr. Bucic] with reference to not changing the proportions
that the Government now pays In old-age assistance. 

Under the present law, the Government pays half of what 
the States pay out, up to $30 a month. Under the bill which
Is now under discussion, the Ways and Means Committee 
hsicesdteaon rma$0mxmmt 4
hacnresdteumutfrma$0saiuet 4
maximum, with the State matching equally the Federal Gov­
emninent. This Increase to $40 is a mere gesture. If the 
Congress has a sincere desire to assist the aged people of the 
country by making a substantial contribution, then I say that
teices rm$0t 4 ihtepeetrtode o 
teices rm$0t 4 ihtepeetrtode o 
mean anything. The important matter- to consider In the
contribution of the Federal Government is how much It will 
contribute toward the first $30 of the total amount of the 
old-age assistance. 

In March of this year I Introduced a bill, H. R. 5038, which 
changes the proportion of the contribution of the Federal 
Government. Under the present bill now under considera­
tion, the Federal Government reimburses the State for one-
half of the pension payments, not counting anything above 
$40. Based on title I of my bill, at the proper time I shall 

an amendment which would change this basis in 
the following particulars: The $40 maximum in the bill would 
be increased to $45, and this increased figure would be divided 
Inotre$5bakshefst15pitonyndvul
It he 1 rces h is 1 adt n idvda 
for any month to be on the basis of $2 of Federal money to $1 
of State money: the second $15 on the basis of $1 of Federal 
money to $1 of State money, or In equal proportions, and the 
third bracket of $15 on the basis of $1 contributed by the 
Federal Government to $2 contributed by the State. 

This change would accomplish the following desirable re­
s~s twudeal hs ttswihaenwpyn
sls twudeal hs ttswihaenwpyn 
very low and Insuifficient pensions to raise their payments to 
a more reasonable level. Federal funds would go into the
vaiuStesoamch orunfmbsstantpe­
enarbecusetepor cnamc toesStates oreuldrmbeaexpetedat last 
et eas h orrSae ol eepce tlatt 
take full advantage of the more favorable matching up tosis. At present a disproportionate amount of Federal 
money Is going into the richer states. Trhe decreased match-
Ing ratio, from the standpoint of the Federal Government. 
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recognizes that as these payments increase, the Federal pay-
ment of Pensions should decrease. In this way the old citi-
zens Of all the States-the wealthier States and the poorer
States-would have the same basic sum, and the States 
could then add to that basic sum under the second and 
third brackets with a diminishing responsibility on the part
of the Federal Government. Under the present method, 
only one State, California, exceeds the $30 maximum with 
$32.46. followed by Massachusetts with $28.57, and Colorado 
with $28.12. Nine States are below $10.50. The average
Pension of all the States is $19.27, and this in spite of the 
willingness of the Federal Government to pay one-half of the 
pension up to $30. Raising the maximum amount from 
$30 to $40 does not do the old people of the poorer States 
any good when these States cannot come anywhere near 
matching the amount the Government Is now offering,
To raise the amount to $40 merely emphasizes the vast dis-
parity between the assistance that can be afforded the citi-
zens of the different States. 

As compared with a pension of $32.43 paid In California, 
my State, Arkansas, pays $6.15 per month to its old people,
This means, of course, that the Federal Government ad-
vances to Arkansas about $3.08 for each eligible person, while 
it advances $15 per month to each eligible person In Call-
fornia-nearly five times as much as it contributes for the 
citizens of Arkansas. 

This great disparity does not exist because Arkansas wants 
its old people to have inadequate assistance, but simply
because Arkansas has not the taxable wealth on which to 
base a larger proportion of assistance to its citizens. It 
is not because Arkansas is unwilling to tax itself to provide
social services for its people. Arkansas has placed upon It-
self about every kind of a tax that the ingenuity of man 
can devise-and yet we fall far short of measuring up to 
the average of the Nation. The wealth Is not there. In 
addition to the Federal Income tax, we pay a State income 
tax. We also have a sales tax and an occupation tax. Our 
real-estate tax rate is nearly three times that of the District of 
Columbia, and in order to keep our public schools going we 
have a voluntary 18-mill school tax which the various school 
districts vzssess upon themselves--in addition to the re.-War 
millage. Vie have a road tax and one of the higshest gas
taxe3 in the country. 

There are many other taxes too numerous to recount in this 
brief time. I am mentloning these things to show that 
Arkansas is not trying- to dodg-e its full responsibility in the 
matter of Ending sources of revenue. And Arkansas Is not 
the only State that Is unable to find taxable weal1th sujf.

fcettprvdarasn2 peso foitolpepefiintt poid fritracn_~!epnso ldpowithout adequate Federal assistance. 
It is rather revealing- to -3e that the per capita income of 

the United States in 1935 Was $4302, while that ofAka.a 
was $132. Trhat of Z..ississippl was $170, and Alabama $189. 

Many other States In the north, east, west, and south are
also laboring under the handicap of insufalcient taxable 
wealth. 

Arkansas has had fine forests which have been cut down,
to the enrichment of outside ownership. We have the largest
deposits of bauxite in the country, but the rwealth produced
from this source has swelled the coffers of another State. 

I am asking the members of the committee to give the 
people of the poorer States the chance to have not $200 per
month, as was attempted last week by some of our friends, 
but merely an amount that will assure the old people of the
Nation, east, west, north, =nd south, some reasonable modi-
cum of comfort as they pass over the brow of the hill and face 
the setting sun. [:Applause.] 

(Here the gavel fell.]
Mr. COOPER. Mr. Chairman, I yield 15 minutes to the 

gentleman from Oklahoma [Mr. Dmsrr]. 
Mr. DISNEY. Mir. Chairman, today when I picked up a 

very reliable weekly newspaper published here In Washing-
ton-the United States News-I saw that the Federal tax 
collections ini 1930 weev LZOCC5 that in 1933 It rose 
to $6,800,000,000; and In 1939 It reached $6,100,000,000. it 
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further states that the amount now needed to balance the 
Budget is $9,700,000,000. Expenditures have trebled and 
taxes have doubled since 1929. This is not a record for any
party, Republican or Democratic, to be proud of, but this 
spending orgy did not start with this administration, with 
the Coolidge administration or the Harding administration 
or the Hoover administration. This orgy started when the 
States threw away their birthright In 1913 and ratified the 
sixteenth amendment without a floor or a ceiling, releasing 
to the Federal Government the unlimited right to tax the 
States' citizens; that is when it started, and when the Federal 
Government began this orgy the States followed suit and the 
local governments followed the bad example of the Federal 
Government. 

In 1937 the total governmental expenditures for State,
local, and Federal Government in the United States was 
$17,300,000,000, and In that year all the States west of the 
Mississippi had an income of only $17,600,000,000. 

The question is whether we are going to continue along
this line. My remarks will be related to that question and. 
specifically, to the proposals made by fine gentlemen whose 
views I respect, who are suggesting that we violate the time-
honored and, apparently, sound governmental principle of 
matching the States equally with respect to Federal sums. 

We should keep in mind that there is not enough money
In the United States, if we were to make a capital levy on 
every dollar's worth of property in the Nation, to satisfy
the demands of all the humanitarian purposes that some­
body could suggest that we carry on. 

Mr. TREAD WAY. Mr. Chairman, will the gentleman
yield? 

Mr DISNEY. Yes. 
MrTRAWY M.ChimnImaetepnto

orde ThAtDthreYi noqurum pharesent,Imaetepito 
odrta hr sn urmpeet

The CHAIRMAN. The gentleman from Massachusetts 
makes the point of order that there is no quorum present.
The Chair will count. [After counting.] Sixty-four Mem­
bers present, not a quorum. The Doorkeeper will close the 
doors, the Sergeant at Arms will notify absentees, and the 
Clerk will call the roll. 

The Clerk called the roll, --ad the following Members 
failed to answer to their neames: 

[RoUl No. 901 
Alien, 1L. Curley Kennedy, Martin Satterneyd 
Andrews Daelouen Kennedy, Nachael Schiner 
Arunl ID-caes Kleberg S.muet. 
Hat-s. KY. flitter lanbharn Shrfer. AMIch. 
Bel Douglas Larrabee shzpnleyBeEelnder Duncan LaSmith, Wash.
Biand Dinn Lesinsicii Smith. W. VS. 
Bloo 17-on,.N.J. -!1lam Thos.S Somers, N. Y.L~rfBoland Enzlebrighj; M.cteynolds steagaul
Bolles Evans A'cle-Jewrzs Stearns. N. ]EL 
Bolto= Faddls Lzasnuson. Sullivan 
Borein P1ay Martin. In SumphnerT 
Buc~:ley. N.'?. Fitzpatrick Massingale Tarver 
Bultrinkle Fiannagan May Taylor. Cola. 
Byrne, N. Y. Ford. MJiss Murdock, Utah Thomas, Tex. 
Byron Gifford Nelson Vorys. Ohio
Cartwright Green Norreli WadsworthCase. S. Dak. Griswold Oflay White, Idaho 
Chapman Harness O'Leary White. Ohito 
Chiperfleld Hanrington 0'roole WhittingtonClark EHartley Peterson. Fla. WiggieswortuGorbett Hendricks Pfeifer. Wood 
CourtneY Hennings Pierce, N. Y. WoodruinL Va. 
Crosser Janrman Pierce. Oreg. Youngdaka
C)owther Johnson. Ind. Rich 
Culkin Johnson. W. V.. Rogers, ma. 
Cummings Kee Romnjue 

The Committee rose; and Mr. RAYBMUR having assumed 
the chair as Speaker pro tempore, Wr. WARREN.i Chairman of 
the Commiittee of the Whole House on the state of the Union. 
reported that that Committee, having had under considera­
tion the bill H. R. 6535, and finding itself without a quoruim,
he eaused the roll to be called, when 312 Members responded 
to their names, a quorum. and he handed in the names of 
the aob'rntees for printing in the journaL, 

The Committee resumed its sitting. 
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The CHAIRMAN. The gentleman from Oklahoma [Mr. 

DISNEY] is recognized for 12 minutes. 
Mr. I'READWAY. Mr. Chairman, I yield the gentlemanl 

from Oklahoma 3 additional minutes. 
Mr. DISNEY. Mr. Chairman, to discuss this whole 

proposition in 15 minutes is extremely difficult, but I shall 
do the best I can. I had made only some preliminary re-
marks when the point of order was made that there was no 
quorum Present, and I think at the expense of boring those 
good people who were here when I started, I shall retrace 
my steps to some extent. 

This morning I picked up the United States News, and I 
saw a very interesting chart in it, which I am sure is a 
reliable one, because this newspaper is factual in its state-
ments. According to its chart, in 1930 we had a tax collec-
tion of $3,600,000,000: in 1938 there was a tax collection of 
$6,800,000,000. and in 1939, $6,100,000,000: and the statement 
Is made in that chart that in order to balance the Federal 
Budget it would take $9,700,000,000. The proposal that I 
intend to discuss here would add, according to its own pro-
ponents, about $220,000,000. I do not suppose their estimates 
are any higher than they can justify under the circum-
stances, but that Is what is involved in money. In my opin-
ion, as a Democrat, I express the idea that the best speech 
that is being made nowadays on the floor of this House is 
being made by a certain Republican. It consists of eight
words, "Where are you going to get the money?" This 
spending orgy is not a partisan matter. It did not begin in 
this administration. It became more accentuated because 
our economic difficulties grew to be greater. 

It did not begin in the Coolidge administration, It did not 
begin in the Hoover administration, but it started when Your 
State and my State threw away their right to control the Fed-
eral Government to some extent in matters of taxation when 
these States ratified the sixteenth amendment without floor 
or ceiling. Then is when the orgy began, and how long it will 
continue depends, in my judgment, upon what the States will 
finally do to stop it, and not upon what we wiUl do here. Con-
gress apparently is going to continue to spend until somebody 
some place, somewhere, halts us, 

Mr. Chairman, I repeat, there Is not enough money in these 
United States, if we were to make a capital levy on every 
dime's worth of property in the country, to meet all of the 
humanitarian needs that some person or group of persons or 
some official group of people, maybe departmental bureaucrats, 
might suggest. There is not enough money in America to do 
It. It is not a question nowadays, apparently, of what the 
people need in the demands that are made upon us; it is not 
a question of what this Nation can afford. We appear to be 
trying to give the people what they want and not what they
necessarily need. Last week, by a decisive vote, we invited the 
Townsend people to go back to the States, where the respon-
sibility primarily belongs. At least, in my judgment, it belongs 
there. We Invited them to go back to the States and, In 
effect, to see the legislatures. But the Terry-proposed amend-
ment, and tbke Colmer-proposed amendment, and various 
other amendments here proposed this afternoon are simply 
Invitations to the Townsend people to come back again and 
again and again, until finally the principle that we voted 
against the other day will be in effect here, 

Mr. PATMAN. Mr. Chairman, will the gentleman yield? 
Mr. DISNEY. Not until I have concluded my statement, 

I want to answer questions, but I want to conclude my state-
ment first. The principle in the Townsend bill that was most 
unsound, in my Judgment, was not the question of compulsory 
spending. 

That could be taken care of some way. It is not a question 
of whether or not we pay people who need or do not need 
pensions. To my mind the question is whether or not the 
Federal Government is going to engage in Paying pensions 
to the full extent, 100 percent. That Is where the thing
begins and ends. The other two elements, to me, are inci-
dental to that main question. 

Now, that Is a Policy we must determine. Under the six-
teenth amendment we can continue taxing the people to any
limit we see fit, until the States See fit to change such a 
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system. I hope the Conferences of Governors will start 
something that will awaken us on that subject. 

We can pension the old people to any amount and make 
the taxpayers pay any amount under the sixteenth amend­
ment; we can pay them $100 a month. $200 a month, $500 a 
month, as we please, and we can raise the money. We can 
make the people take it. We cannot make them like It. 

I discussed this with one gentleman from the South. In 
whose judgment I had the greatest respect. He said, "my 
State cannot pay any more. My State cannot possibly pay 
any more." With $45,000,000,000 piled up against the Na­
tion, can the Nation pay any more than we are paying now? 
Can we possibly go any farther? Are we not in the same 
condition our colleague's State Is in, with 10.000.000 people 
out of work, and while we are taxing business all the more 
and thereby preventing business, at least to that extent, from 
putting more men to work? Can we go any farther? I 
repeat, taxes have doubled and expenditures trebled in 10 
years. Where is the saturation point? Can we make it any 
more emphatic about the Nation than he made it about his 
State? Mraybe those States are not matching. Maybe they 
can match what we offer them. I think some of them can 
come more nearly matching what has been offered by the 
Federal Government than they are doing, but why should 
they do so when in Congress we propose to go to two-thirds or 
four-fifths? What incentive is there on the part of the 
States to match 50-50 when we here today are discussing 
matching two-thirds, four-fifths, or even seven-eighths? 

Oh. gentlemen may say, "You on the Ways and Means 
Committee raised the matching limit to $20, which was just 
a gesture. That was a hoax."' What if we had left It at 
$15, what becomes of your argument then? If we had left 
it at $15, where Is the hoax in that? When you propose to 
go to two-thirds or four-fifths that is not any argument. 
This $9,700,000,000 deficit Is what is involved. The propo­
nents of this amendment admit that at the low figure $220,­
000,000 Is the cost of their plan. This committee amend­
ment in the bill is an invitation to the people who believe 
In old-age pensions to go back to the States where a part 
of this responsibility belongs, and where the responsibility 
w~ill not be accepted as long as we flirt with the idea of 
matching the States more than 50-50. 

All down the years of our history we have felt that 
when the Federal Government should go a certain length in 
appropriations where a local proposition was involved, the 
Federal Government's furnishing one-half was sufficient, and 
there ought to be responsibility on the part of the States to 
furnish the other half. Now, as I said, the other day we 
invited the proponents of the Townsend bill to go back to 
where the responsibility really lies. Today it Is proposed to 
Invite them back to continue this pressure. The man who 
defeats you when you are running for office again, after you 
have voted for two-thirds, will be the man who promises to 
go to four-fifths or seven-eighths, or all the way to 100 
percent. Surely gentlemen do not have to have it explained 
to them what difficulties are involved in the Federal Gov­
ermient paying the whole bill. How fragile a basis we are 
operating on when the Government pays it all. Three hun­
dred and two to ninety-seven the other day said that was 
unsound. Many things were said about the bill being a 
monstrosity and un-American in its nature, but basically 
what we were voting on was whether or not this Government 
should pay the whole bill for old-age pensions. Personally 
I think the taxpayer has some rights in this thing. I think 
the man who pays his taxes is entitled to know that every 
man who is getting money from the Government Is doing 
his share, because he is entitled to that right. When we 
launch into 100-percent spending for pensions for the aged.
the next step is to pay them regardless of need, and the 
next step is to raise the rate of monthly payment. We can 
do it. Whether our Government can afford it or not. we can 
take the money away from the taxpayers by some process,

Now I am ready to answer any questions. 
Mr. PATMAN. I would like to ask the gentleman one or 

two questions.
Mr. DISNEY. I yield to the gentleman. 
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Mr. PATMAN. 'Under this proposed amendment to the 

social-security law offered by the committee, the Government 
Will Put UP $20 by matching for every person over 65 years
of age who Is eligible under the State law. That is right, is 
It not? 

Mr. DISNEY. Yes. 
Mr. PATMAN. Now, the Calmer amendment, which many

of us are supporting, provides only that a $20 Federal con-
tribution will be made, but it commences at the bottom in-. 
stead of at the top, and if all States take advantage of ths 
amendment as proposed by the committee, the Federal Gov-
ermient Will not be out one penny more if the Colmer amend-
mient were adopted instead of the committee amendment, 

Mr. DISNEY. I would be glad to have you explain that, in 
view of the $9,000,000,000 deficit. but you admitted a little 
while ago this would cost $220,000,000 additional annually, 
according to your own figures. I think it would be vastly 
more, 

Mr. PATMAN. It would be exactly the same as the com-
mnittee would have the Government pay, if the States take 
advantage of what you are offering them, 

Mr. DISNEY. That may be a primary consideration, I 
may say to the gentleman from Texas, but to me the primary 
consideration is where we are headed in raising the payment. 

Mr. PATMAN. I know, but the amount will not be in-
creased. 

Mr. DISNEY. I do not agree with the gentleman. If the 
gentleman can explain that to the House, I would indeed be 
glad to have him do so. 

Mr. PATMAN. The explanation Is simple. If all the 
States take advantage of what is offered them In this bill 
and pay their bld people $40 on a 50-50 basis, which Is $20 
for each old-age pensioner, that w.,ud be exactly the same 
amount that the Federal Government would pay If the 
Calmer amendment were adopted. 

Mr. DISNE Y. But the States have certain rights, and this 
is on the basis of what the committee felt the States had a 
right to do, to say how much or how little'they would pay
their old-age pensioners. That is one of the duties of citi-
zenship.

Mr. BUCK. Mr. Chairman, will the gentleman yield? 

Mr. DISNEY. I yield, 

Mr. BUCK. If we adopt the policy of the United Stat'es 


Government's matching 4 to 1 any pension scheme, Will not 
the States, have the same right to come back and ask us to 
match 4 to 1 on money for Federal-aid roads and other 
grants-in-aid that the Federal Government makes? 

Mr. DISNEY. That follows logically,
Mr. TREADWAY. If In considering the pending bill we 

change the 50-50 provision as the committee recommends 
to a two-thirds and one-third provision, will the aged people 
get a cent additional money under the changed plan?


Mr. DISNEY. It does not seem to me that they would. 

Mr. JOHNSON of Oklahoma. Mr. Chairman, will the 

gentleman yield?

Mr. DISNEY. I yield,

Mr. JOHNSON of Oklahoma. I ask my colleague from 


Oklahoma, for whom I have great respect, whether It Is not 
true that under the committee amendment he is actually
proposing to work a hardship on the poorer States that will 
under no circumstances be able to match up the $20? 

Mr. DISNEY. I do not think so. 
A few days ago this House took courageous action In de- 

cisively rejecting the utterly inequitable and unsound plan
for wholly Federal pensions. This action conclusively dem-
onstrated that, so far as the Members of the House of 
Representatives are concerned, they place the welfare of their 
country and its citizens above any petty political advantage
which they might persona~lly gain by condoning a raid on the 
Treasury and a fraud upon the deserving old people of the 
Nation, 

I am glad that the Stand which we took upon that occasion 
grew out of earnest conviction on our part. For the threat 
of unwise action, which would be equally detrimental to the 
Interests both of our elder citizens and of all citizens. Is far 
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from past. In fact, In some ways the danger Is far greater 
at this minute than it was when we took our vote on the 
Townsend plan a few days ago. Then we faced an issue of 
which the fallacies were readily apparent. Today we run the 
risk of being drawn Insensibly but inevitably Into the quag­
mire of an equally impossible and equally fallacious pension
scheme. 

I refer to the proposals now being advanced for amending 
the Social Security Act to provide a Federal matching ratio 
for old-age assistance In excess of the 50 percent authorized 
by the existing law. Because the proposed amendments do 
not appear at first glance to suggest any radical departure 
from the principles already embodied In the Social Security 
Act, because they do appear at first glance to help the so-
called poorer States, which, it is contended, cannot pay decent 
pensions to their needy old people, they have a specious 
plausibility. But beneath this plausibility, as I think I can 
prove to you, they are as Impractical and as dangerous as 
those schemes which we have already rejected.

These proposals will involve excessive cost to our already
burdened Federal Treasury. They will result in gross In­
equity as among the States. They will lead inevitably to a 
tremendous Federal bureaucracy. They will result finally In 
a straight out-and-out national old-age pension scheme, 
based neither on need nor economic loss. The ultimate comn­
plexity of the proposed scheme is such that it is baund to 
collapse under Its own weight. And, what is more, It will 
fail completely In Its avowed purpose of providing more ade­
quately for the old people of this country.

Even the mildest of the proposals advanced would require
the Federal Government to pay two-thirds of the first $15 to 
each recipient of old-age assistance plus one-half of any 
amount from $15 to $30. This would mean an increase in the 
Federal cost of old-age assistance ranging from forty to a 
hundred and ten million dollars annually, depending, on the 
action taken by the several States. Other proposals which 
would necessitate still greater Federal expenditures have also 
been proposed. One of these would place upon the Federal 
Government as much as four-fifths of the entire burden of 
old-age assistance payments up to $25 per monthL. Another 
point to which I1would like to call your attention Is the fact 
that this estimate of an increase ranging from forty to a 
hundred and ten mnillon dollars annually would apply only 
to the first few years. In future years we would have to 
anticipate that the amount required would be far in excess 
even of this. 

I need not emphasize to the M~embers of this Congress the 
great difliculty we are now experiencing In raising the reve. 
nues necessary to meet present obligations. For the fiscal 
year 19410 our deficit1 will. the three and one-third billion dol-
lams. The total deficit over the emergency years since 1931 
will come to $27(3,0300,C'09. In view of the situation with 
which we have been confronted, these expenditures have 
been justified as emergency, measures. As investments in 
the security and stability of the Nation they are sound and 
reasonable. 

But how can we, in good conscience. now take a course of 
action which, I bellieve, will preclude any possibility of bal.. 
ancing our Budget within the predictable future? Yet that 
Is precisely what the proponents of these bills are suggesting
that we should do. The Ways and Means Committee is 
charged by this House with the responsibility for finding the 
money which the Federal Government needs to meet its 
obligations. I think it s worth noting that no one has asked 
this committee where the money to finance these additional 
Federal contributions to old-age pensions Is to come fraom 

And, even if the Federal Government should undertak3 
this colossal burden, it would not, in my opinion, be serving
the ends toward Which, it Is said, these bills are directed. 
This action on the part of the Federal Government would 
not wipe out inequities In old-age assistance among the 
States. It would not put more money into the pockets of 
those needy old people who need It. 

Assume for a moment that Congress was so short-sightedL 
so delinquent of Its responsibilities as to pass such a measure. 
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What would be the result? There are several alternatives, 
all equally objectionable. In the first place it should be 
noted that congressional action on this matter would be 
meaningless until the States also took action. However, 
there can be little doubt that they would do so. It seems 
more thar. likely that some of the States would utilize this 
Federal handout to effect an unjust reduction in their own 
proper obligations. If that Is the case, the old people will 
not get 1 additional penny. Instead, what will probably 
happen is that the bulk of the increased contributions from 
the Federal Government will be used for the purpose of re-
ducing State expenditures. In other words, the States may. 
if they so desire, take unfair advantage of this situation to 
balance their budgets at the expense of the Federal Gov-
ermient. 

Some States, on the other hand, will, no doubt, go the 
limit in stretching payments to old people. In that case 
they will make demands upon the Federal Government for 
sums that will so far out-top present expenditures as to be 
well nigh incalculable. 

Furthermore It is readily apparent that the rich States 
which can easily afford to pay as much or more than they 
are now providing for their old people will be the ones most 
likely to receive this gratuitous assistance from the Federal 
Treasury. The inequalities of such a scheme become more 
and more apparent when you consider that the taxpayers 
who contribute to Federal revenues are not limited to any 
one part of the country. We are all of us citizens of the 
United States, as well as of a particular State. Since far 
more than half of the Federal revenues are derived from 
taxes not levied in accordance with ability to pay, these 
schemes would really operate at the expense of the so-called 
poorer States. 

I repeat, as the elected representatives of the American 
people, we have no right to permit the gross inequalities 
which any such measure would inevitably produce. Rather, 
we have an obligation to protect the best interests Of all 
concerned-the Nation and its States, the old people and 
their fellow citizens who in the last analysis support both 
Federal and State activities, 

There are only two ways in which any such proposal could 
assure that more money would actually reach the old people 
for whom it is intended. one way would be to freeze State 
expenditures at their present level, or in some States at a 
higher level than they are now paying. This could only, 
result in a permanent distortion of State budgets and &, 
permanent crippling of other equally urgent services, in 
cluding schools, hospitals, and other essential protections of 
the general welfare. The other method would be to require 
a Federal contribution of a fiat, minimum amount which 
would go -to every recipient. This is impractical and inequi-
table. It would completely disregard the element of need 

te gie o aand smeoul asi amont iniviualwhoand oul givbaic aoun to n idiviualwhoth sam 
had no income whatsoever and to one who had some re-
sources of his own. It is as unjust to make equal provisions 
for unequal needs as it is to disregard wholly the require-
ments of those who are in want.weepbihd"Terprsnteparsavbenc-

Another point to be considered Is the vast and, I venture 
to say unmanageable, complexity of administration which 
would result from any such change. This is a matter, gen-
tlemen, to w~hich those who support this bill appear to have 
given little thought. Yet, I think I can establish ail too 
readily the conclusion that the Federal Government would 
find itself involved in details of administration which would 
be alike objectionable from the point of view of the Gov-
ermient and of the people. One of the inevitable con-
comitants of increasing Federal contributions is increasing 
Federal supervision and control over disbursements. As a 
result we would find ourselves, perhaps overnight, with an 
enormous Federal bureaucracy, which would be compelled 
to reach down into the homes of the individual recipients of 
assistance. Old-age insurance, which is federally operated, 
offers no such problem, because there payments to indi-
viduals are made on a basis of past earnings, and the Fed-
eral operations entailed are simply of a bookkeeping and 
accounting character. If the Federal Government extends 
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Its proportionate stake in old-age pensions, It must inevi­
tably extend its proportionate concern in the individual 
needs of those receiving assistance. 

one of the great safeguards of our present system of 
equal matching for old-age assistance is the fact that it is 
geared to give just consideration both to the national as­
pects and to the local aspects of the problem. I should be 
more than loath to see the Federal Goverrnment take any 
action which would weaken the local relationships so neces­
sary, if an assistance program based on need is to have 
reality in the lives of individual men and wemen. 

For all these reasons I believe that proposals to Increase 
the percentage basis of Federal matching- are unsound; that 
they would defeat the very purposes which are their avowed 
intention. In addition, I believe that they are wholly un­
necessary. I recognize the serious financial problems with 
which some of our States are confronted. But I believe that 
the majority of the States can and will provide adequate 
pensions for their old people, and that they will do so vastly 
more effectively if they are not permitted to shift an undue 
share of the responsibility to the Federal Government. 

I know what the situation is in my own State of Okla­
homa. I am well aware of the difficulties which have been 
encountered there. Yet my State is paying pensions to a 
larger proportion of Its elder citizens than any other State 
in the Unfon. So far it has been able to finance them; and 
it will, I believe, in the future be able to make its program 
still more adequate. I know that some of you may think. 
"Yes: but look at the amount paid in Oklahoma. Its old 
people don't get on the average quite $20 a month." But, 
even so, our average payment is higher than the average for 
the entire Nation. 

Of course, the level of assistance in my State, as In many 
others, is still quite low. But, In considering these levels of 
assistance, these averages. we must remember that in every 
State they reflect a wide difference in the payments made to 
individuals. Many of the old people receiving aid in Okla­
homa and in other States have some income from other 
sources, or they own their own homes. Others live in house­
holds where there are two or more persons, each receiving old-
age assistance. In general, I believe it is fair to say that in 
most States small payments go to people who need only 
supplementary aid for such cash requirements as they can­
not otherwise provide. These small payments bring down 
the average so that It does not give a really representative 
picture of the level of assistance now being generally provided. 

Even so, as I just said, I believe that the States can and 
should work toward more adequate assistance within the 
present framework of the Social Security Act. In my State 
I believe that this objective can be attained without any net 
InraeicotAsyurea pbblreaigaths 
inraencotAsyurellpbbyrcligaths
moment, Oklahoma received considerable publicity a year
ago because of failures both of omilssion and commission on 
the part of its old-age assistance administration. I would 
be the last to deny that there was truth in some of these 
charges. But, as Mark Twain said when notices of his death 

wiereapblishedag Tera repod:n'h aer aebencn 
sGderabt exaggrers at ed." dwicninet eaeI 

Greatoaiprogreshasbenigu and wllacntnues which madehain 
OklahomaIn tighteningi s upanyo lanes whichmAnmay have 
wexiteon the pofvitsn wroectareinitiwalrtae progream.quand 
welothwatwrdpvingmeaeqtertcin 
to those of our old people who are entitled to aid under the 
existing provisions of Federal and State laws. Oklahoma has 
had its share of criticism. I believe it is now entitled to a 
just recognition of its genuine concern for its aged citizens 
and of its determination as a State to meet Its fair and full 
share of our responsibility toward them. 

If this Congress reinforces the action It took on the Town­
send plan, if it withstands as firmly the present insidious 
pressure to adopt equally unsound policies I am certain that 
the whole future course of old-age security in this Country, 
will be brighter. 

When no shred of doubt is left as to the position of the 
Federal Governmnentk when the desires of some States to lit 
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the whole burden Off their own shoulders have been answered 

effctully WeshalI Sttelegislaturesfnd elivetha 
will stop passing memorials urging Congress to take over 
their own duties. Instead they will become responsive to the 
legitimate demands made upon them by the citizens of their 
own States. 

I hope that my plea to you today will not be taken as 
opposed to the interests of the old people or opposed to 
Nation-Wide social legislation. My record on this score speaks 
for itself, and I am willing to stand on the consistency of my 
past and present action. I voted for the Social Security Act 
in 1935. I voted for all the bills sponsored by the administra-
tion with the purpose of promoting- greater economic and 
social well-being for the people of the country. And I expect 
to continue to support the sound social programs which I feel 
confident Will be developed by this administration and future 
administrations. 

But for this very reason I cannot do otherwise than call to 
the attention of this Congress the dangers inherent in the 
Proposals before us. I have every confidence that we shall 
not unwittingly support a program which would implicate us 
in untold difficulties. These measures, while plausible and 
trimmed with vote-getting attractions, are, I am convinced. 
detrimental to the interests of the old people and the citizens 
generally. They will make our task in this Congress and in 
future Congresses vastly more difficult. We have no right to 
Involve ourselves and the people whom we represent in any 
such ill-considered scheme. 

I believe, as I think most of you do, that the interests of the 
old people will best be served by maintaining and strengthen-
ing our present system of genuine two-way cooperation as 
between the States and the Federal Government. The Fed-
eral Government has an obligation for old-age assistance, but 
so have the States. No plan which would permit either to 
slIP out from under its just responsibilities can long endure, 
Within the week we have closed the door and. I hope, locked 
It forever to the threat of an unsound Federal old-age pension
plan. Let us not permit this equally dangerous proposal to~ words, we are supposed Under such a doctrine to legizlate not 
get by us because it makes a back-alley approach in the gus 
of a simple amendment to the existing program. 

To forestall this inequitable, this foolhardy, measure, we 
need no uncommon insight or courage. Plain common sense, 
simple arithmetic, and an ordinary feeling for human justice
and human rights-that is all it takes to reveal the weak-
nesses and the fallacies of these proposals. fly takin- a little 
thought now we shall save the American people, including the 
elder citizens for whom each of us feels a deep personal 
concern, from bitter disappointment and incalculable costs, 

The Washington Post correctly appraises the situation in 
the following language: 

THROUGH THE SAMH DOOR 

Senator BmR~ms has further Shaken the confidence of those who 
hoped that the decisive House vote last week could be regarded 
as the end of the Townsendism. If the Senator's plan to break 
down the present relationship between Federal and State con-
tributions for old-ag-e pensions should be adopted. It would givo
the Townsendites precisely the sort of opening wedge they ar 
seeking.

At preent the Social Security Board matches old-age allowances 
by the States on a 50-50 basis. Thus the system retains a very
definite local character. States are not likely to promise extrava-
gant benefits so long as their taxpayers are required to Meet hailf 
of the bill. Senator BERases proposes, however, that the Federal 
Government Increase Its contribution to two-thirds of the total 
pension allowed in the poorer States. 

Acceptance of that principle for some States would, of core 
quickly lead to demands for Its general application. The next 
step might easily be a wholly Federal system of old-age pensions,
In order to equalize the differences of which Senator BYR1ss COM-
plains. The Townsendites would then have only to bring about 
liberalization of Federal old-age benefits to arrive, by' a delayed
approach, at the goal they seek. 

Senator BYRNms makes at good point against the Ways and 
Means Committee proposal to raise the maximxn'x Federal con­
tribution for the aged to $20 per month. That plan, he says, winl 
benefit only the wealthier States able to match such payments
dollar for dollar. States which can afford to contribute only $4 
per capita for their Indigent aged would continue paying es 
pensions. The gap between C0 and C,:O pensions must be avoided. 
But the existence of this problem does not justify breaking down 
the safeguards against an extavagant aUl-Federal Pensions system,. 
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When the House begins debate on the propsed amendments to 

the Social Security Act today It must be allve to the very real 
dne fuhrn nTwsnimtruhtebc or 

Mr. MoT~r. Mr. Chairman. will the gentleman yield? 
Mr. DISNEY. I yield.
(Here the gavel fell.] 
Mr. COOPER. Mr. Chairman. I yield 1 additional minute 

to the gentleman from Oklahoma. 
Mr. TREAD WAY. Mr. Chairman, I yield I additional mnin­

ute to the gentleman from Oklahoma. 
The CHAIRMAN. The gentleman from Oklahoma Is rec-

Ognized for 2 additional minutes. 
Mr. MO'IT. The gentleman observed, In answer to a ques­

tion by the gentleman from California [Mr. Bucx], that if 
this amendment were adopted the States would be inclined to 
ask for greater Federal contribution in every other activity, 
including road funds. Does the gentleman know ot any 
State which has proposed that the Federal Government con­
tribute more than 50 percent of road construction? 

Mr. DISNEY. I do not; but I never heard before that they 
had proposed that we raise the 50-50 principle on anything 
else. 

Mr. MOTT. On the other hand, the gentleman knows that 
the legislatures of a number of States have passed resolutions 
memorializing the Congress to pass legislation in line with 
the Townsend proposal, whereunder the Government fur­
nishes the entire amount. The gentleman knows that. 

Mr. DISNEY. If the legislatures had the responsibility of 
raising the money, they would not be doing such things. 
That Is what I am contending-that they assume their 
responsibility. 

Mr. MOTT. The gentleman knows that is true. 
Mr. DISNEY. I have noticed that. 
Mr. MOlT. In other words, the tendency of legislatures 

today Is to ask the Federal Government to furnish a flat 
old..a-ge pension. There Is no desire for any matching.

Mr. DISNEY. They demand what they want. In other 

on what we can afford, but on what they demand of us. 
Mr. COLE of Maryland. Mr. Chairman, Wildl the gentle­

man yield? 
Mr. DISNEY. I yield. 
Mr. COLE of Maryland. Following the long consideration 

which the Ways and Means Committee gave this subject and 
after so many weeks of testimony, I assume the committee 
took Into consideratIon the ability of the States to meet this 
problem. Did the Ways and Means Committee take any 
action on the question of embracing greater burden on the 
Federal Government than on the States? In other words, 
was the amendment which is now proposed considered by the 
Committee on Ways and Means? 

Mr. DISNEY. Oh, yes; we considered It In the Ways and 
Means Committee. 

Mr. COLE- of Maryland. With what result? 
ill.. DISNEY. That the proposal to raise to two-thirds 

Was rejected after the most thorough and serious considera­
tion. (Applause.]

(Here the gavel fell.] 
*T AWY. . Iyil10mntst

M.TED A.M.Carin il 0mntst 
the gentleman from New Jersey [m~r. McLaawl. 

Mr. McLEAN. Mr. Chairman, we have Just listened to one 
of the most thoughtful and one of the most statesmanlike 
discussions that it has ever been my privilege to hear since I 
have been a Member of the House of Representatives, and it 
would be well for all of us to give some thought as to really,
whthicorbuonfmteFdraGvrmntote 
whthicorbuonfmteFdel vemetote 
States means. My attitude on the bill today might be de­
scribed as that of one who came to scoff but stayed to pray.
When the Social Security Act was Previously before the 
House I was not in favor of It. I will vote for the pending 
measure. On the former occasion It was my conviction that 
the proposed activity wwas one in which the Federal Govern­
ment should not inject itscelf. My school of thought was the 
same school as that of the Presltdot of the United States 
when he Wau Governor of New York. 
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On March 2, 1930. President Roosevelt, then Governor of 

New York, had this to say about the Intervention of the 
Federal Government: 

As a matter of fact and law, the governing rights of the States 
are all of those which have not been surrendered to the National 
Government by the Constitution or its amendments. Wisely or 
unwisely, people know that under the eighteenth amendment Con­
gress has been given the right to legislate on this particular sub-
ject, but this is not the case In the matter of a great number of 
other vital problems of government, such as the conduct of public
utilities, of banks, of insurance, of business, or agriculture, of 
education, of social welfare, and of a dozen other Important fea­
tures. In these Washington must not be encouraged to interfere. 

* * *Thepse 
Thie preservation of this home rule by the States Is not a cry of 

Jealous Commonwealths seeking their own aggrandizement at the 
expense of sister States. It Is a fundamentai necessity if we are 
to remain a truly united country, 

I share the same opinion today as that of President Rcose-
velt in 1930, but my position is altered by the fact that the 
social-security prcgram is established, and my obligation is 
to assist in improving it, The modifications made by the 
pending bill are in that direction, 

We are now engaged in a controversy as to the amount 
which shall be contributed by the Federal Government to 
the States to carry into effect the provisions of the bill. 

This controversy illustrates the evils that are bound to 
grow out of the tendency of the present times to centralize 
all of our affairs in the Federal Government. The inade-
quate revenue systems of many States have made It diffi-
cult for them to finance numerous activities of present-day
demands and, as the gentleman from Oklahoma [Mr. Drs-
NEY] pointed out, the power of the Federal Government 
under the sixteenth amendment to tax without limitation 
or control has created a demand on the part of these less 
fortunate States that the Federal Government assist in 
various enterprises alleged to be for the benefit of the 
Nation as a whole and there has developed the practice of 
granting subsidies to the States. 

These subsidies are politically and affectionately designated 
as "grants in aid." In the making of these grants constitu.-
tional restraints are disregarded and their purposes lost sight
of, and there is deliberate resort to unique and subtle devices 
to circumvent them. The suggestions for Federal aid tun-
formly come from States less fortunate, hoping to benefit 
through the medium of Federal taxation out of the resources 
of others. 

The obvious political significance of these Federal grants 
weakens the resistance of those in control of the pursestrings.
The political mind, in its desire for perpetuation In ofmce, is 
ever ready to yield to those influences which will provide for 
constituency benefits which otherwise might not be enjoyed
by those possessing the voting power. By accepting these 
subsidies the States must conform to requirements laid down 
In the Federal statutes. By so doing they admit a degree of 
supervision and control which threatens State independence,
which will ultimately destroy the sovereignty of the States and 
render them mere administrative agencies of the Federal 
Government. 

The theory upon which these so-called grants-in-aid are 
made is that the Federal Government has sorre reservoir of 
money disconnected with local taxation which can be tapped
for the benefit of the States and their various subdivisions 
without affecting the local tax burden. Some day when the 
people begin to realize that concentration in the Federal Gov-
ermient has removed their Government from their direct 
control, when all governmental activities are directed by one 
individual or group, just what is happening will be better 
understood. After all, every citizen of the United States 
makes his contribution to the revenues of the Federal Gov-
ermient, as well as to the State and local governments, and 
You do not ease the tax burden by changing the medium 
through which the taxes are collected and spent. 

The people of my own State of New Jersey, for the fiscal 
year ending June 30, 1938, contributed over $210,000,000 in 
taxes to the Federal Government. These taxes were paid by 
the same people who paid taxes for the maintenance of the 
State and local governments. During that same year New 
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Jersey received from the Federal Government for various 
relief purposes a little over $73,000,000, about 331/3 percent of 
its contribution. Therefore, if a citizen of New Jersey paid to 
the Federal Government an income tax of $600, only about
$200 was returned to the State in Federal grants, the balance 
being spent in localities far removed from the State and for 
purposes about which the New Jersey taxpayer had little or 
nothing to say.

The machinery of the Social Security Act is only one of 
many unique devices which have been resorted to for the pur­
pose of circumventing the restraints of the Constitution.

restraints were created to preserve our liberty and inde­
pendence by keeping governmental activities under direct 
pouacntl.IreetsocedtnthAmianepe
pouacntl.treetsocedtnthAmianepe 
or the American system to say that the States cannot or will 
not meet their obligations to the needy through their local 
governments. It has been done. I challenge any Member of 
this House to admit that his State has neglected its obligations 
to the underprivileged. New Jersey, for example, was a pio­
neer in social legislation. We pride ourselves on our Work-
men's Compensation Act, our publi-c education system, cur 
care of the blind, the widows, the orphans and aged persons,
ad mental defectives, an u rga f oainleua 
tion and rehabilitation. 

I said that New Jersey's contribution to the Federal Gov­
ermient was two-thirds more than it received. What Ls 
true of New Jersey Is true elsewhere. 

[Here the gavel fell.] 
Mr. TREADWAY. Mr. Chairman, I yield the gentleman

2 additional minutes, 
Mr. McLEAN. Mr. Chairman, in many States the amount 

of Federal money received far exceeds the amount con­
tributed by them. How long will the States permit the use 
of this device of taking money from the Federal Government 
and using It as an agency to take money out of the pockets
of the more fortunate States, "sucker States," if you please,
in the parlance of the day. We are heading to a time when 
the States will lose their Identity and become mere adminis­
trative agencies of the Federal Government. The practice
does violence to the statement of President Roosevelt in 1930 
that "preservation of home rule Is a fundamental necessity
if we are to remain a truly united country.", 

Mr. Chairman, my attitude toward this program, as I have 
stated, remains the same, but my position Is al~tered so far 
as this bill is concerned. I expect to vote for the measure. 
While I do not believe in the principle of the Federal Gov­
ermient carrying on this activity, we facL- a condition. The 
Congress has determined that It is a proper governmental
function for the Federal Government to stick Its nose Into 
the activities of the States; and on the theory that this is a 
better bill, that this bill will better protect what rights may
be left to the States, I am constrained to support it, 
[Applause. 

[Here the gavel felL] 
Mr. TREADWAY. Mr. Chairman, I yield 6 minutes to the 

gentleman from Michigan [Mr. CRAWFORD). 
Mr. CRAWFORD. Mr. Chairman, it is my desire to comn­

pliment the commnittee for the amendments here recoin-
mended, which will leave approximately $1,575,000,000 over 
a period of the next 3 years in the hands of industry and the 
workers. This saving may be used in the purchase of con­
sumer goods or it may be placed in the field of investment, 
and the savings are made to the people because the commit-
tee's recommendations do not permit the increased rates to 
go into effect until January 1, 1940, in connection with the 
changes they have made in the pay-roll and the unemploy­
ment-insurance tax. 

The committee gives encouragement also because it seems 
to point out to us that the Congress can push a social-
security program beyond the limits of the present technology 
to support. If we go too far in this respect, we contribute 
to the pulling down of the whole structure of social security
and the boasted high standard of living which we enjoy today 
as a people. 

For the committee to be able to come to us In the form of 
these amendments, and as they now recommend that we act, 
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which amendments are you might say only slight changes in 
thc original Social Security Act, and they are only temporary
in that they run~for a period of only 3 years, and at the same 
time prevent the assessment or save for our people one and 
a half billion dollars, should prove to us that we were ex-
ceedingly loose in the construction and approval of the origi-
nal Social Security Act. 

Mr. Chairman, these recommended changes not only leave 
the framework of the Social Security Act intact but, in my 
opinion, these changes now supported by the committee ac-
tually strengthen the act and make it more acceptable to all 
and More nearly bearable to those who have to put up the 
money. Accordingly, in my opinion, we move in a direction 
of preserving the original philosophy of the Social Security
Act. 

Mr. Chairman, scientific kr'owledge is cumulative. It moves 
forward by steps. We can make too many promises. We 
can create too many dollar obligations for our scientific ma-
chinery to meet at a given time. Moving out of the field of 
poetry into the realm of grim reality, we know we cannot pour 
out of a pint measure more than a pint. 

Mr. Chairman, I believe every man or woman who toils 
-shouldhave In this day, in this age, in this country, a frugal
living, one economic in the use or expenditure of resources, 
not wasteful or lavish, saving, sparing, and with it all ob-
tained by or appropriate to economy. So in considering this 
social-security problem I keep in mind the man or woman 
who has worked, who is now working, and who must here-
after work. For each there should be a frugal living, We 
can apply the tax too severely. We can be too aggressive. 

Dr. Berle, in dealing somewhat with this situation, made 
this statement just the other day before the Temporary Na-
tional Economic Committee: 

We have the undisputed fact In the United States--it appears
partly true also In Frrance, and to a less extent In Great Britain-
that the private capital markets have been in large measure closed 
Oince the year 1931. 

The flow into capital construction May be said to have found 
Its norm at a level of somewhere between eight and ten billions of 
dollars during the decade from 1920 to 1930. Of this, at least six
billions went through the public Markets-that is, occurred by sale 
of stocks and bonds. The balance went into construction through
th-a mortgage markets or through private placement. By 1931 the 
amounts going through the public markets had failen to approxi-
mately half that amount, then withered to a mere fraction. At 
a maximum, since 1931, not more than two and one-half billions of 
true capital money has gone through the mechanism of the public
markets The average is considerably less. 

The conclusion is obvious: American private markets are not 
funneling capital funds into capital construction at more than-
roughly-one-third to one-half the rate they were doing In the 
1920-30 decade. This means that private activity In heavy Indus-
try is not being continuously generated In sufficient volume to 
keep those Industries busy, or to keep the country continuously on 
an even economic keel. 

The slack has been taken up by Government financing,
There is. first, the fact that the wealth-creating power of the 


Government is relatively limited. It has under Its direct control 

not more than, perhaps, one-tenth of the productive machinery

of the country. This is largely traditional In form. 

if, therefore, wealth is to be crested by creation of Government 

debt, the sccpe of Government enterprise must be largely In-

creased. Briefly, the Government will have to enter Into the 

direct financing of activities now supposed to be private; and a 
continuance of that direct financing must be inevitably that the 
Government ultimately will control and own those activities. Put 
differently, if the Government undertakes to create wealth by
using its own credit at the rate of four billion or so a year. and 
if its work !s well done, the Government will be acquiring direct 
productive mechanisms at the rate of four billions' worth a year. 
or thereabouts. over a period of years, the Government will 
gradually come to own most of the productive plants of the 
United States. 

This is certainly so fundamentally a change In the course of 
American life that the decision to make It should be taken for 
reasons other than relief of a series of temporary diffacutltes. If
the country desires to make wealth creation a function of Gov- 
ermient (I personally believe It must do so In larger measure 
than it has heretofore) the choice should be the considered choice 
of the country, and not the result of a policy of drift, 

So, Mr. Chairman, from the statements of Dr. Berle we 
can gather additional evidence of what is taking place in 
this country, of why we have so many unemployed. of why 
our people are so conscious of this thing we call social 
security. Congress responds, more or less, to the demands of 
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the people. Congress is conscious of pressure groups. Coin­
gress feels perhaps more keenly the call of the pressure 
groups than it understands the stress it places, from time to 
time, on the ability of our people to contribute to the tax 
box whether It be In the form of social-security taxes-aor 
savings some would prefer to call them-or for some other 
purpose or objective. I personally feel that we are more apt 
to place too great a load on the people, that we are more 
likely to impose a social cost that is beyond the ability of our 
people to bear, than we are to overlook the social needs of 
the people. 

With the permission of the House, I wish to further ex­
plore some of these factors and elements which enter into 
the general picture and which contribute so greatly to the 
growing concern of our people. Without question, the great
number of unemployed-now estimated to be around 
11,000.000 workers-is directly related to the absence of 
capital credit to which Dr. Berle refers. Furthermore, the 
factor of hoarding, the practice of pump priming, and the 
creation of credit money by Government are elements which 
we should consider in dealing with the prcgram of the Social 
Sccurity Act and these amendments here under consider­
ation. 

BANK HOARDINO-PRICE$ 

Mr. Chairman, an expression of appreciation is due the 
gentleman from California [Mr. Voosinsl for his friendly
recognition on May 8 of my effort of the 4th of May to pre­
sent a partial analysis of farm price relations and money
supply. 

BO0ARDmrG vERsus PUMP PRrum52 

I beg to protest, however, that certain inferences which he 
drew from my remarks do not seem to me to be warranted. 
For example, I hope we may not fall at this point In the 
discussion to recognize the clarifying contribution of the 
Federal Reserve Board's recent statements pointing out that 
a record high in money supply is today accompanied by, a 
low In price level. While it is not true, as the Board at least 
implied-the inference was actually drawn by the Economists' 
National Committee on Monetary Policy in reprinting the
Mrhsaeeto h or-htpierltost hc 
Mrhsaeeto h or-htpierltost hc
the Board itself attributes important economic significance
have not moved with money supply, It is quite obvious that 
factors affecting the use of the money supply have intervened
udrteplce hc aedvlpdsneteeooi
udrteplce hc aedvlpdsneteeooi

collapse of 1929-30.
 

It is gratifying, indeed. to have the gentleman from Call­
fornia acknowledge that these policies, because of the way in 
which they have created and floated new money to offset the 
losses of deflation, are proving. to use his words, to be "in­
adequate to solve the problem." Since these policies have 
had the support of both parties, I am happy to join him in 
pointing out that as to results we did not "plan it that way."
Confession is good for the soul; and we may even hope that 
the shouting and tumult will die and the captains and kings 
of politlcs depart, leaving us to sacrifice our partisan pride
of op~nion and face these unsolved problems with an humble 
and a contrite heart. 

I1do not feel that in the time available I can resolve all of 
what seem to me the confusions in analysis and definition of 
terms which the gentleman has drawn from current political
and academic thought and Incoroprated in his reply. But 
I must at least point out that these ideas introduce consider­
ations that, in my opinion, are quite extraneous to the prob­
lem of the monetary cycle with which we are dealing. 

MONOPOLY PRICES 
outstanding among these irrelevancies Is the specious 

tep ocet a lb o u isa noptnyb
teptocaeanliifrurislIcmetcyb

attributing sticky or rigid prices to what the gentleman calls 
the magic of monopoly. To begin with, competent student-,
such as Humphrey, Tucker, and quite recently Arthur. have 
presented ample arguments to show that there is no magic 
About it; for as related especially to the size of modern units 
of industrial production, monopoly can have no determining
relation to the general rigidity of prices in durable goods.
On the whole, such prices fall to rise as much as they fall to 
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fall, and they developed this lag relative to shifts in farm 
prices long before the day of the supercorporation. But 
even if this were not true, the gentleman has eagerly ad-
mitted that we are dealing with a monetary problem In which 
the difficulty lies not in price rigidity but in price variability, 
which should not have occurred were monetary supply prop-
erly controlled, 

His argument, therefore, reminds us of the good Irish 
biddy watching the holiday parade. As her son Pat's platoon 
swung around the prosperity comner she noted well the rigid 
and orderly array. But her maternal pride swayed her 
r-artisan viewpoint as she saw Pat striding out in front of the 
line. '"B'gorra, 'n look, wud ye!" she cried. "They're all out 
o' step ixcipt Paatl"1 

Price rig-idity--the gentleman would call It stability if he 
were net baiting big business--is; the very thing he is seek-
ing. Indeed, he is only too eager to suggest that it is the lack 
Of stable prices that causes the hoarding of money such as 
we are now witnessing. In this contention we all readily con-
cur. But this, as I shall undertake to show, is for the very 
season that It sets up a vicious circle of cause and effect 
which eclipses the influence of a normal rate of interest in 
maintaining that circulation of money which can alone as-
sure us that hoarding will not develop and create the very
panics, followed by booms as rising prices recur, which we are 
seeking to cure. 

BANKING, HOARDING, INVESTMENT, PRICES 
Let the gentleman note well that the money changers 

were in the temple long before the evils of the modern clear-
Ing-house system were developed by banking with partial 
reserves. Let us recognize, too, that hoarding, under modern 
developments in the field of capital formation, that is, under 
mechanization, is capable of causing quite as much if not 
more difficulty in price cycles than is caused with the exist-
Ing banking system. This system, though a very cause of 
instability-and Mr. Voorhis has such an eminent authority 
as Professor Slichter, of Harvard, to support him in this 
position-does at least allow for some erratic expansion, even 
by public as by private borrowing, as the gentleman well 
notes. 

Hoarding, therefore, remains the ancient and fundamental 
evil with which we must deal; and in this connection I 
submit that it seems relatively Immaterial whether or not 
'we grant an unjust concession to people of means to create 
money in the form of bank credit. In the long run the 
effect of hoarding in producing the difficulty of money-price 
cycles must be pretty much the same as that of banking with 
partial reserves. The modern money problem is, indeed, 
more critical, but not so much because of the banking sys-
tem as because of our mechanical development of capital 
equipment. The accompanying complex divisions in pro-
ductive processes make continuity In trading through money 
Imperative for the maintenance of economic stability and 
employment, 

Indeed, it is at this point that I beg to take sharp Issue 
with the bargain basement theory of pump priming by sub-
s',d&zing consumers to maintain stable prices, to keep con-
sumer purchasing power up to production, in the President's 
words. We are all consumers, especially of the food supplies
which so sensitively record monetary conditions in their farm 
price level. Rich or poor, -our consumption level in necessi-
ties is the same and has the same relation to the price of 
staples. But we are not all savers who can hoard money,
and it Is precisely for that reason that the method of 
issuing money must consider, not the spending motives of 
the have-nots who are without reserves which they can 
choose not to spend, but the spending motives of those who 
have earned a surplus In Income which they can hoard. 
What will they do, and why? Should not those who earn 
and save our surplus control its Investment? Is this not In 
the public interest? 

How, indeed, can our eminently sincere Golden State col-
league, having traced the cause of boarding to falling prices,
fail to see that he Is not dealing with hoarding at all when 
he proposes to subsidize necessitous spending as against the 
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Investment of savings or surplus funds? Let us get hold of 
the fact that we cannot pin this lack of so-called velocity 
in money supply solely on the banks or on a few wealthy
Midases, but must attribute it to everyone's cash balances 
insofar as such balances do not have to be spent for neces­
sities. The failure of investment in paring knives or auto­
mobiles has the same effect, in proportion to its value volume, 
as the failure to Invest In hotels or steel mills. As the so-
called lack of confidence affects the money supply and the 
business cycle through the operation of bank credit, so it 
must also affect the sum of money in use through affecting 
the rate of employment of cash, just as it would do were we 
operating under an exclusively cash system. Failure to ex­
pand the money supply in such a way as to prevent falling
farm prices must have this hoarding effect regardless of the 
banking system, even though it be true that our system of 
extending credit through the banks operates to prevent
that essential monetary control. 

It seems to me essential, therefore, that the monetary,
methcds adopted shall affect not those incomes which must 
necessarily be spent regularly but rather those Incomes or 
really that part of all incomes which can at will be spent
irregularly and become indefinitely unspent as cash balances, 
thus affecting the total sum of money being used In trade. 
Is It not plain, both in theory and in fact, that this sum-all 
the money actually being spent--does not affect the price 
level of the classes of goods which, being durable, need not 
be bought as used and from which spending may therefore 
be withheld, but rather the prices of those goods which are 
used up as purchased and for which money must be spent
continuously? Prices exist, and are related to the sum of 
money spent, in sales which are consummated, not In sales 
which are withheld. 

As a business community the country seems not to budget 
Its spending as an Individual account midght do, so as to 
allot a particular segment of Its Income to food supply. If 
staple farm prices are falling, income Is not thereby released 
to other, nonnecessitous spending. On the contrary, Income 
Is, as a whole, devoted proportionately less to other things-
so much less, Indeed, that in order to sustain Industrial 
sales the decrease in so-called demand would have to be 
apportioned, simultaneously, amongst the complex chain of 
productive factors which operate In assembling the products
of Industry. Doing this, simultaneously, is plainly Impossible. 
So the final process of the many steps involved in the total 
cost of assembling any Industrial product would have to 
assimilate the whole of this deflationary loss if all finished. 
consumer goods are to decline In price as flexibly as raw 
materials. Plainly, this, too, cannot be done if the final 
processor Is to remain solvent, for he has already paid for 
antecedent costs (raw materials and unfinished goods) at a 
higher level of prices. 

The result of deflation Is, then, that the normal margin of 
profit which sustains all industry and investment, and which 
is the normal rate of interest, Is destroyed and durable goods
tend to be sold, to sustain their market position, at a price 
level representing money costs which must be restored by
reflation to make the system work at all. Imagine, If you 
can, the chaos of a market for durable goods which operated
flexibly to meet the monetary instability of farm pricesl 
What would happen to the used-car market, for example, 
if new automobiles came onto the mark-et at prices which 
varied with crop prices? Indeed, in such a market, the 
housewife would find herself renting washing machines and. 
mayhap, even paring knives, from a holding company op­
erated to speculate or hedge against these allegedly com­
petitive flexibilities; in price. 

It is obviously, then, impossible to keep the price of cap­
htal equipment, accumulated at costs incurred over a period 
of changing prices, in line with variable farm prices. If the 
normal rate of interest-the normal, marginal rate of re­
turn on Investment-is affected by mere changes In the 
price of inventories (of all kinds of property), money in­
comes rise and fall accordingly and the whole capital struc­
ture is progressively affected Ia Its price at a multiple rate 
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based upon calculations from the normal rate of discount 
or interest, if that rate is allowed to operate without inter-
ference. For this reason, money, despite attempts to neu-
tralize the difficulty by changes in bank rates, is sooner or 
later Sucked into speculative operations in capital values, 
largely through speculation in real estate and mechanics of 
the stock market. This affects normal business much as 
does hoarding, so that the money supply is never adequate 
and cannot be made adequate in the face of a rising level of 
basic commodity prices, 

NEsW CRmrr SCHEMES SUBVaMSMS~ 

Despite this inherent monetary impasse involved in rising 
prices, Marxian fallacies as to the nature of capital and 
interest and their relation to monetary saving and invest-
ment have so permeated the whole of our body politic in-
cluding, it would seem, even the Golden State, as to lead to 
the gentleman's naive proposal for a rising price level as 
a remedy for our troubles with debt! Our minds have be-
come so chronically confused by inurement to the existing 
mroney muddle that we find it very difficult to think at all, 
it seems, in terms of a rational system. Indeed, though the 
gentleman has agreed with Dr. Currie that our money sup-
ply must come into existence free from debt, does he not 
now propose a system of public meddling with what must 
and should remain the properly private function of loaning 
money, by opening a ledger of national credit which so far 
has never been opened? How, pray, can public credit be 
loaned into a free system of competitive private enterprise? 
Is not the proposal for a system of industrial finance 
banks under Government auspices, selling consolidated de-
bentures and stock to the public, but making credit and 
even equity capital available to producers, just another 
name for the very same kind of a financial Tower of Babel 
which we have been trying to build in the Federal Reserve 
System? Is it not, in reality, just such a system of conces-
sions in credit money that we are now struggling to force 
into operation and which is proving not to be the answer 
even though autocracy be invoked, as in Germany, in the 
vain attempt to make it work? 

In the words of the venerable president of the University 
of Minnesota, Dr. Guy Stanton Ford, prefacing the most 
notable volume of essays on dictatorships yet to appear in 
print: 

The unconscious fascism of many of the prescriptions to pre-
serve democracy should give the thoughtful citizen more anxiety 
than the vague danger of a handful of radicals. 

If my efforts to be thoughtful about the pickle being pre-
pared for democracy in this Congress have told me anything, 
it is that those experts who are ideologizing for our million-
dollar tem-permanent econostrums committee are prepar-
ing statistical opiates to assure public unconsciousness while 
democracy is being preserved in the saltpeter of bureaucracy 
and the vinegar of autocracy. Even Dr. Currie has, by re-
quest-I wonder who requested it-presented the committee 
with an array of dope sheets which should, let me say, raise 
the ghost of Disraeli In his trenchant retort: "There are 
three kinds of lies: White lies, damned lies, and statistics." 
Dr. Simon Kuznets, of the National Bureau of Economic Re-. 
search, upon whose work I observe the Currie showing on 
offsets for saving Is largely based, has himself indicated 
that these statistics of national income and capital forma ­
tion are at best not precise guides in business-cycle studies. 
Yet it is assuredly the business cycle with which this com-
mittee should be especially concerned. 

While it seems to be an accepted precept of statistical 
methods that figures prove nothing as to economic causa-
tion, their soporific influence has apparently beclouded even 
such an outstanding intellect as that which told this very 
economic committee only last summer: 

Regulation Is always dangerous. Finally there is always the ce-
tainty that *the regulaticns will be used for purposes 
which are either corrupt, political, or doctrinaire. Any of these 
three may produce violent and extremely unhealthy results. 

I wish someone would explain the system of capital credit 
which the author of this sage advice, Dr. Adolf Berle, Jr., 
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now proposes in conjunction with the gentleman from Call­
fornia. so as to make me understand how it can be operated 
without regulations. An allegedly new banking- system car­
ried on not for prolit but as a public service' charged with 
the responsibility of making capital-mczdit loans to business 
and to government is projected-without regulation? 

Let us beware, Mr. Chairman. Beware the Greeks when 
bearings gifts. Beware the starry-eyed liberal when devis­
ing new deals to operate on altruism. Give me liberty to 
profit or lose competitively in investment If you want me to 
feel safe from exploitation. 

Whether or not so-called Interest charges be attached to 
such a credit system as now exists or as these gentlemen 
of the New Deal are adumbrating for us Is wholly immate­
rial to its feasibility. The flaw in the system lies in the 
attempt to float new money by lending it, so that the money 
exists in the debt structure only and can no longer exist for 
use if and when the debt is paid. Putting politics into Such 
a scheme of parasitic, forced saving through Government 
auspices cannot sanctify it. On the contrary, that Is pre­
cisely what has put the Federal Reserve Board on the spot 
today. Political pressure will continue to make a racket 
out of the very best intentions in the management of money 
by any board empowered to use its discretion In any way 
whatsoever. This will be true even in that fool's paradise 
where, according to Dr. Berle, new centers of finance are to 
be more responsible to the public by being wholly under non­
political, public control. But regulations, mind you, the 
doctor's own words, "regulations are to free them"~-not the 
people but these new, new deals In finance-from the 
rigidities which now obstruct the flow of capital. No one 
suggcsts change in the objectives of the New Deal's strug­
gles. But Heaven protect us from these unscrupulous 
money changers who, faced by the failure of credit, have 
proposed only the lending of more money, for though con­
demned in these very words In President's Roosevelt's first 
inaugural address, money lending and more money lending 
is still the fiscal principle under which those objectives are 
being sought after 6 long years of lip service to monetary 
liberalism. Liberalism; yes-with other peoples' money. 

DU1SINESS CTCLES AMR MOrN=AR 

Bad as Its sponsorship of spending has been, however, the 
peetRsreBadhsa es enspriei t 
peetRsreBadhsa es ensprleI t 
suggestion that it be not given any added illusory powers 
No matter what the auspices, the attempt to spend, privately 
or publicly, through an uncontrollable lending system, can­
not operate otherwise than in business cycles of inflation 
and deflation. Falling to mend the roof In fair weather 
under the illusion that It is "frnece~ssary, we are deluged 
with money leaks when the rainy day recurs. Quoting the 
words of Dr. F. H. Knight, of Chicago University, in closing 
a caustic criticism of the latest treatise on money and inter­
est by John Maynard Keynes, our British bellwether in lend­
ing and spending, let me suggest that since speculative 
psychology tends to give rise to a kind of momentum or 
cumulative tendency in price changes, and since this 
tendency should be especially strong in the case of money, 
the essential function of which is to be held speculatively. 
therefore this-monetary specullation-is the Most Impor­
tant factor in the general tendency to oscillate in an eco­
nomic system-in contrast with speculative cycles affecting 
particular commodities. 

Professor Marshall, of England, fully recognized-page 594 
of his Principles-this monetary character of the business 
cycle and pointed out, in the precepts of his preface, that 
those effects of an economic cause which are not. easily 
traced, are frequently more important than, and in the 
opposite direction to, those which lie on the surface and 
attract the eye of the casual observer. As recently pointed 
out by Dr. Timoshenko in a Paper from L.eland Stanford 
University dealing with the post-war price of wheat, mone­
tary influences are a powerful price factor which neverthe­
less do not lie on the surface where they can be Isolated 
and studied statistically. 



6876 CONGRESSIONAL 
We have then to deal with a factor the influence of which 

cannot be presented statistically in the investigations con-
ducted by a congressional committee, however highly fi-
nanced. What is needed, It seems to me, is not an addendum 
to the plethora of so-called facts already accumulated, but 
a correct interpretation of facts well known to everyone. It 
is not things as they are or have been, statistically, but things 
as they ought to be, that need a thorough reconsideration. 

Does anyone deny that an outright policy of inflation 
would produce forthwith what is commonly called recov-
ery? Hardly. We know very well that we cannot attain 
recovery and reemployment without an accompaniment of 
monetary inflation. What is not yet solved is the problem 
of making it permanent--of controlling, without restricting 
freedom of enterprise, the advance of prices to prevent the 
disparities of inflation, while maintaining an adequate supply 
of money in use to prevent the disparities of deflation. Nor 
can we meet this problem of prices and monetary inflation 
by playing ostrich with It--by sticking our beads in the 
sands of a Kentucky hillside where all that gold no longer 
glitters! 

The eminent gentleman from New York [Mr. BARTON] has 
recently suggested the one sure way to stage a prompt recov-
ery while calling a halt on public spending, to wit: 

Cut taxes immediately. Instead of decreasing the deficit the first 
year, this might for the moment increase It. 

But the gentleman from New York (Mr. BARTON] has failed, 
it seems to me, to consider sufficiently the dangerous situation 
which deficit pump-priming has already produced under defi-
cits borrowed from the banking system. Smothering taxa-
tion, accompanied by extravagant subsidies of all kinds, has 
produced the condition fostered by subsidized interest rates 
that has been disclosed by the chart of farm prices, money 
supply, and income, which I presented before this House on 
May 4. Unless we systematize Mr. BARTON'S procedure for tax 
relief to make it check, as well as cause, Inflation, changing 
also to a system of demand deposits covered by full reserves to 
prevent credit inflation, we can have only a gambler's recovery 
of runaway prices-and such a recovery, it would seem, prob-
ably cannot be stalled off much longer. Without this divorce 
between money supply and bank loans, as proposed by Dr. 
Currie, we face assured instability from the perverse elasticity 
of the system. This was pointed out also by Professor SlIch_ 
ter, of the Harvard School of Business, in his book Toward 
Stability. That instability, that uncontrolled inflation, may 
bring recovery, but with it will surely come the attempt to 
dictate prices and control investment that spells fascism. 
Thus arises the subtle subversion of democracy and free 
enterprise foreseen by Dr. Goldenwelser, of the Federal Re-
serve Board's staff, early in the New Deal, when he thus 
expressed himself: 

I am firmly convinced that monetary control does not exist and 
that within the framework of our economic and political organi- 
zation monetary control can never exist. It will not exist until 
such time * when the Government will control substan-
tially all economic activity.relcmnfudNomlythghotaw 

This, then, is the defeatist view which the economic com-
mittee of this Congress and the administration is obviously 
taking for granted. Almost every presentation which official 
witnesses have put before this temporary (7) committee has 
been a promotion, not of a broad, open-minded investigation, 
but of a gilded goose-step into un-American activities, 

CAPITALIS NOT MONNY5 

Fundamentally, may I insist, the mistaken Idea that inter-
est is actually a charge for the use of money is at the bottom 
of the confusion of thought In which we have become en-
meshed. In this confusion experts and laymen alike are fail- 
ing to distinguish between money and wealth. let us try to 
get this clear. Except, perhaps, in the form of public debt 
which, as Thomas Jeff erson insisted, should be constitutionally 
prohibited, it is obvious that money itself cannot be invested. 

It can only be kept in circulation by being spent- for that 
which is actually invested-that is. for the productive factors 
such as i'achines, which are properly called capital. What-
ever may be the pract~ice in accouniting-and my own business 
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experience has been largely centered in accountancy-
neither money nor instruments of indebtedness can be called 
economic capital. They may, of course, be properly listed 
In the balance sheet as Individual or corporate business as­
sets, but they are not themselves productive of any real 
wealth or income and therefore cannot be listed as capital in 
the sense of wealth-that is, as economic assets. 

If we are to erase the confusion between money and 
wealth, between price and value, from our discussions, we 
must stop using the word "capital" to mean both or either-
money and/or wealth. Capital is not money except to the 
individual who is counting his assets in toto as his capital, 
in which case he sumis up everything in terms of money even 
though he be not actually possessed of a single cent of money. 
Capital in this sense of real wealth is not purchasing power 
as is money, and therefore is no proper, direct concern of 
Government, certainly not in its responsibility for dealing 
with our boom-bust monetary cycles. 

Because money is not wealth, it may well be defined as 
that, the ownership of which excludes the ownership of 
wealth and prevents the holder from participating in the 
benefits of income. Normally, and properly, the holder of 
money cannot love money. Rather must he have to get 
rid of it-spend it for something which he can invest, that 
is, something which he can put to productive use, before he 
can enjoy any income. If properly used, money thus serves 
to socialize wealth in the sense of assuring that all wealth 
shall be produced for continual use. 

Trading, indeedl, is for mutual profit; it would not other. 
wise continue. It is, in other words, the procedure which 
creates the values in the products of division of labor which 
would otherwise be valueless to their producers. In brief, a 
normal money system must operate so that saving and Invest­
ment may and normally do proceed coincidentally. This is 
accomplished because the production of surplus value by 
anyone can function at once through the medium of ex­
change to reward him with so-called unearned Income. 
Through licruidating his surplus production-by conversion 
into money-and placing the money at Interest at the dis­
posal of society, the producer of wealth acquires income in 
liquid form without having wastefully to hold or Invest his 
surplus goods himself. Indeed. if he neither spends nor 
lends his money, society proceeds to use the real wealth he 
previously produced without rewarding him at all. This, 
truly, is production for use In the socialistic Ideal. No 
use-no profit. 

In the light of this distinction between money and wealth 
we can readily see that It is simply not true, as the gentleman 
from California [Mr. VooRHis] alleges, that the supply of 
money must be increased because, forsooth, 

Investment means a storing up S of a portion of current 

Inoe 
Investment spending, even for Government bonds, does 

not store or hide any money and therefore create a need for a 
relcmnfud Noalythghotlwsudror 

sudror 
existing credit system, investment circulates money just like 
any other spending. Indeed, all spending is investment, if 
not in the capitalistic accessories to labor which function in 
production, then in man himself as a productive factor; for 
as the philosopher Kant observed, man Is both cause and 
effect. In all investment, human beings are both the means 
to the objective and the objective Itself. 

TAX aELT' AGAINST PU3LIO SPENDING 

To summarize, the new money must be Issued, not by 
doles at the bottom of the system, but by tax relief Into the 
hands of those whose incomes are in part available as taxes 
to support unproductive public spending and therefore can 
and will be used in private, productive Investment and em­
ployment when released by remission of taxes. As long as 
public policy is based on the theory that public spending 
instead of tax relief for private spending Is the only avail­
able expedient, it is assuredly inevitable that the Nation will 
be progressively engaged either in a fatal drift to communis­
tic futilities or in boondoggling instead of in profitable pro­
ductioa and trade. Since neither of these is feasible, Gov­
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eminent squandering to "Prime the pump" is a policy which 
finds Itself in a dilemma, caught between the devil of de-
presslon and the deep blue sea of autocracy and bureaucracy, 

WHAT IS CAPIALMISM 

Let mne close by asking consideration for what seem to 
me underlying principles in the normal operation today, as 
always throughout human history, of the competitive, cap 
italistic system. Let me say that while I hold no brief from 
Dr. Knight, of Chicago. and do not wish to involve him in 
the shortcomings of this presentation. I take my cue from 
my own business experience as Illuminated by ideas which he 
has offered, particularly in criticism of Irving Fisher's pres-
entation of the orthodox theory of interest and value, 

A human economy can only operate capitalistically. Hu-
man economic values always represent estimates of future 
annual income accruing from the productivity of the asset 
being appraised, which is then capitalized at a fixed, nat-
ural rate of interest to set the valuation. Capital, in other 
words--real wealth, not money-must maintain a net repro-
ductive rate in excess of all amortization charges--includ-
ing insurance against risk-of approximately 5 percent an-
nually in order to be worth what It cost. Investments, 
which in a money system should correspond with prices, are 
always appraised for pricing, not by whether or not the 
accumulation of costs which they normally represent proves 
capable of reproduction at a net rate to cover all expenses 
but by whether or not that net rate annually equals about 
5 percent of those antecedent costs which have built UP a 
given investment. 

This dynamic process of maximizing productivity, Income, 
estimating it numerically, capitalizing the resulting values 
at a multiple of 20 times the annual income, and adjusting 
antecedent costs to this appraisal, is obviously one which is 
so complex that It can be validated only by the personal 
responsibility of ownership for the solvency of the results 
attained. A free market choice should exist, free from 
Price fixing by government: but it cannot be free from the 
stern realities of our existence and our* environment as 
they fix the consequences of behavior. The profit and loss 
in property values resulting from reduction or elevation 
of expenses or productivity is a fixed multiple of resulting 
annual income. That is to say, any property is ultimately 
altered in value about 20 times as much as Its annual net 
income is altered. This is true -whether trading occurs or 
not, 
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Investment thus never yields any continuous Profit or loss 
above or below the rate of interest. It is always reappralsed. 
not on the basis of whether or not it produces a net in­
come-above or below zero-but on the basis of the net 
income as related to the rate of interest-above or beloW 
about 5 percent per annm 

When the Greeks used a word meaning "offspring" for 
what the Romans came to call "inter-est," they. had no' 
fallen so completely under the spell of the money, illusion 
but that they recognized that trading Invariably proceeds on 
this fundamental, reproductive precept in capitalization. 
Every attempt In history to alter It by lending of new money, 
at depressed rates or at no interest, has resulted in more 
or less disastrous hoarding and subsequent uncontrollable 
inflation. It has resulted, In other words, in a "business 
cycle." In my opinion, that is the way all this Government 
meddling with the lending of money will work out this time; 
and It is against this very contingency that the Federal 
Reserve Board has now warned the Congress that it does not 
have and cannot be given, effective powers of control. 

EXTENqSION OF RE3CARSH 

I fear I would accuse the gentleman from California of a 
deliberate partisan attempt to obscure or camouflage the 
issues by sophistries did I not know, riot only of his per­
sonal sincerity and Integrity, but also how serious the con­
fusion of thought, and of language, has become in the field 
of cycle and monetary theory as related to prices. As evi­
dence of the nature of this confusion, Mr. Chairman, I shall 
very shortly beg leave to extend my remarks to include in 
the RECORD a series of letters which passed between myself 
and the Bureau of Agricultural Economics during the past 
year, leading up to the development of the chart of grain 
prices which I exhibited to this House on May 4. I asked the 
gentleman from California to join me at that time In re­
questing an excess of space, if found necessary, In which 
this correspondence may be printed. 

Mr. Chairman, I ask unanimous consent to extend my 
own remarks in the REcORD on this subject and include -some 
additional comments I wish to make that have to do with 
this problem. 

The CHAIRMAN. ILs there objection to the request of. 
the gentleman from Michigan? 

There was no objection. 
Mr. COOPER. Mr. Chairman, I yield 5 minutes to the 

gentleman from Texas [Mr. PAnwm].
It is thus obvious that errors In estimating Incomes andOL-GPEWN 

resulting values may develop not only from individual lack 
of technical skill or knowledge but also from a social failure 
to use either a constant rate of interest or a common de-
nominator of constant economic value In recording items of 
expense and production. Such a denominator and rate of 
interest cannot be selected arbitrarily for use but must be 
real, economic constants actually Involved in the cumula-
tive cost of all production as it is molded Into property 
which can be owned and appraised. Obviously, a change in 
the numerical-monetary--expression of this real unit of 
cost or economic value, or a change in the Interest ratio at 
which capital values are computed, will theoretically create 
a change in numerical-monetary-inventory that is pro-
porticnate to the investment already attained in processing 
at the time of change In the monetary denominator or in the 
rate of interest. Highly processed, -durable commodities, 
which do not have to be used up as fast as purchased, will, 
therefore, become involved in capitalistic, speculative trad-
Ing, resulting from interest-rate and monetary changes, at 
prices which vary intricately in proportion to their dura-
bility and length of Processing, 

Thus the fixed, natural rate of interest Is the fulcrum 
upon which all trading values Including natural resources 
are balanced against their productive capacity per annum. 
The process of appraisal on this basis is and always has been 
continuous and dynamic, for we are always debiting the 
investment with the rate of interest and crediting It with the 
value of services obtained during the intervals of use. If 
this account falls to balance, the investment Is recapitalized 
accordingly by all those who trade for pricing on the market. 

ODAEPNIN 
teMr. PATMAN. Mr. Chairman, I congratulate the Commit­
te on Ways and Means for the fine work it has done on 
social-security legisation since the beginning of 1935. This 
bill proposes a substantial amendment to the old-age assist­
ance -partof that law. It proposes that the Federal Govern­
ment match up to $40, 50-50, the amount paid by the States; 
In other words, the Federal Government promises to pay as a 
direct Federal contribution $20 to each eligible person on the 
pension roll over 65 years of age. A $20 contribution: let us 
keep that in mind. 

UNOMFCIAL. STERrrO cO31b~rrzz 
This morning there was held a meeting in the caucus room. 

attended by Members of the House who are Interested In 
liberalizing the old-age assistance part of this law. It was 
called by the gentleman from Mississippi, Congressman Cox,­
MER, who was elected chairman of the group. Many of US 
would like to see the Federal Government make a direct con­
tribution of $30. Many would like to have different plans and 
proposals adopted. So we have agreed to pool all our different 
proposals before this unofficial steering committee and en­
deavor to get one major liberalizing amendment adopted to 
this part of the law. The amendment that was agreed upon is 
an amendment by the gentleman from Arississippi [Mr. CoL­
M-a, and It will be offered by him when this bill is read for 
amendment under the 5-minute rule. 
rEDEAL GOVERMUMT TO CNMaMVM 4 To I VP Tro 1?r OF $20 

CO.V==`D7aN Eur "MrMAz. ouqq 
This amendment provides, briefly that the Federal Govern­

ment will contribute $4 for every $1 that is put up by &state 
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UP to $20. the maximum amount that the Federal Govern-
ment will be out. Remember, the committee offers a $20 
maximum now in ths bill, so this Calmer amendment will 
not increase that. Take a State that is putting up $10 now, 
under existing law the old-age pension recipients are receiv-
ing $20, half from the State and half from the Federal 
Government. 

Under the Colmer amendment $5 of that amount will be 
sufficient to obtain $20 from the Government. That will 
make $25. Then the $5 extra which the State is paying wili 
make $30. In other words, for every $10 that is put up by 
the State, up to $20, the Federal contribution limit, the State 
recipients will obtain $30-$10 put up by the State and $20 
put up by the Federal Government. If all the States take 
advantage of the provision offered them in this committee 
bill, which is to match 50-50 up to $40 per month, the Fed-
eral Government will be out just as much as it would be out 
under the Calmer amendment. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. PATMAN. In just a moment I will yield. 
I know the contention will be made that all the States can-

not take advantage of this committee proposal. Shall we 
place ourselves in the position where we are collecting money 
from people all over the Nation by a 1-cent Federal tax on 
each gallon of gasoline, almost a 100-percent sales tax on 
cigarettes, an excise tax, and a normal-income tax, all these 
taxes being paid by people all aver the Nation, but when we 
commence to distribute the money out for old-age assistance, 
when we commence paying it out, we commence at the top
and help only the wealthy States? Sball we go back and 
tell our old people, "We voted for a law which would give

you$40a mnt, wth 20 edralconribtin, f yu lve 
you $40ornamontIn Nwit2 Fedralbu cotibuinf you liveinTxso 
InCaifoissiap or nlaNew York but Ifmyou livesIe Txao rhrStts It is almost useless for us to indulge In anywhelmingly.
Mssissipp ore Oklahome Ne of StatesIno omegan these othert 
someothet SmutatWes In rewEivngln as well, wote canotl give 
you i that wamout.y Wetaresgvn.tonyt*hpol h 

livein ~havehe walty
Mr. BATES of Massachusetts. Mr. Chairman, will the 

gentleman yield? 
Mr. PATMAN. I am sorry I cannot yield. I do not have 

the time, 
I do not believe that is fair to the people who live In the 

poorer States and who pay exactly the same in proportion 
-towhat the people in all the States pay. It Is certainly unfair 
to collect the money as we do and pay It out In that way. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. PA7TMAN. I yield to the gentleman from California, 
Mr. BUCK, The States to which the gentleman refers 

match Federal funds for road Improvement on a 50-50 basis, 
do they not? 

Mr. PATMAN. Yes. 
Mr. BUCK. In 1937, according to the Information I have, 

some of those States spent millions of dollars to match the 
Federal contribution. 

Mr. PATMAN. That is righL
Mr. UCK hey Whlepen ony afew alty tousnds 

rofthey spentold. 
of dollars tctakefcaretoetheirlaged 

Mr. ATMN. hatIs nt acomarale stuaionat ll. 

Mfdolr.BUCK While r e alrhuad 

Mr. Chairman, I hope the Colmer amendment Is adopted
'when it is presented.. (Applause.) 

(Herethe gvelfll.)In
Mr. COOPER. Mr. Chairman, I yield 2 minutes to the 

gentleman from Montana [Mr. O'Co~moRl. 
Mr. O'CONNOR Mr. Chairman, the primary purpose I 

have in asking for this time is to ask a question of one of 
the members of the Ways and Means Committee, but first 
I1want to say a word for a class of People that do not seem 
to come within the philosophy or the scope of this act, and 
they are the employers. Take, for instance. the small stores 
In small country towns where we find storekeepers and little 
Places of business such as laundries. and so forth that may 
go On for Years and employ quite a few people. We find in 
many Instances that after their rent Is paid and their lights
and heat are Paid for and after the Janitor Is-pald and after 
their Other MeP is paid, they have little left for theselves, 
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They have been contributing to this fund from the begin­

ning and yet, under the Philosophy or scope of this bill, if 
they go broke, and the records show that from 75 to 90 percent
of employers engaged in such small business today do go
broke, we find them without the scope of this measure and 
without being able to receive any benefits from this social-
security set-up and, personally, I would like to know from 
some member of the Ways and Means Committee, and par­
ticularly my good friend. the distinguished gentleman from 
Tennessee [Mr. COOPER], if there is any way by which we can 
amend this bill to include such an employer, for Instance, 
who goes broke. 

[Here the gavel felt) 
Mr. COOPER. Mr. Chairman, I yield the gentleman 1 

additional minute and will be glad to endeavor to give him the 
best informiation I can in that brief time. 

Of course, this program is to provide benefits for em­
ployees and not employers. Under the original report of the 
President's Committee on Economic Security, a provision was 
included and recommended to provide for voluntary annui­
ties, which would have taken care of the type of person to 
which the gentleman refers. We encountered considerable 
opposition from insurance companies to that provision of the 
recommendation. Therefore in the original social-security
bill that part was not included and it is still not included In 
the pending measure. 

[Here the gavel fell.)
Mr. TREADWAY. Mr. Chairman, I yield 15 mInutes to the 

gentleman from Ohio [Mr. JEmxaNsi. 
Mr. JENKINS of Ohio. Wr. Chairman, It would seem 

from the discussions we have had that by far the majority,
of the House has already made up its mind what it Is
going to do, and it would seem that this bill will pass over-

further debate. Really, we have had no real debate for there 
are not many items in controversy. We have had rather a 
symposium -of explanations, and I do not know that we will 

much further debate when we get Into the considera-. 
tion of the bill under the 5-minute rule. Some of you who 
were here 5 years ago, when we passed the social security 
bill, know that it was genmrally considered that that was 
the most comprehensive bill that had ever been passed 
since the foundation of the Republic. When I say compre­
hensive I mean the most all inclusive. Of course, a war 
measure or other measures of that kind constitute a different 
proposition, but It was generally considered then, and is 
considered now, that the social security bill Is the most 
comprehensive, all-inclusive bill that Congress has ever 
passed from the days of George Washington down to 1935. 

When we passed that bill it divided itself, naturally Into 
two categories, and that same situation obtains with refer­
ence to the bill we are considering today. Any arguments 
that we may have with reference to this bill Wil all divide 
on these two points.

W-hat are the two divisions to which I refer? One is the 
division that has Its source In the wellspring of publlc
charity or from a public sense of duty to those of our people
who, through no fault of their own, are unable to properly 

The second division Is title II and title III, which readily
clasiytesle notecasfcto htIsalcl 
asf hmevsit h lsiiainta hl a 

this first grant Is old-age pensions. There Is no speial 
tax laid for this class. Do not get it confused with the old-
age benefits. The old-age r~ension section In title I Is a 
charitable propositicn, where the United States Government 
comes forward and seeks to da something for the aged people
of the country. Tomorrow, when someone rises and offers 
an amendment to change the Program of 50-50 contribu­
tions, you must remember that the old-age pension plan that 
we passed 5 years ago did not originate with the Federal Gov­
ermient. The Federal Government Is not the originator.
Congress cannot claim patent rights on old-age pensions,
because many of the States had old-age pension laws long
before the Federal Governmrent took It; but you can put your
finger on this, that the Federal Government did not take it 
UP until It found out how popular It was with the States, and 
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It then took it up with the idea In mind that It should always 
be a national policy, and that the Goverrnment and the States 
should divide the responsibility. We laid the proposition 
down that the States should participate equally with the Fed-
eral Government. The Federal Government did not put Up 
any machinery for distribution. It did not provide for that; 
it Simply laid down the proposition that we would give an 
equal amount with any State up to $15. But the States 
must come forward and superintend the distribution of the 
pensions. The States moust administer it. If we had not 
provided in that bill that the States would administer the act, 
It never would have been passed; and why? Because we 
argued that we wanted the administration of the law close 
to the people so that the people could tell who were the 
chiselers and who were the people that should not have the 
pension and who were the ones who should have it. And so 
when we considered that proposition 4 or 5 years ago, do you 
know what we Republicans did? 

I am not trying to inject politics into this but just a state-
ment of facts. We Repubilcans tried to fix the figure for 
the Federal Government's contribution at $20 to be matched 
by the States. We waged a battle for $20 but it was not 
accepted. Do not you think we should feel proud that the 
Democrats have seen the light? [Laughter.] They have 
seen the error of their ways. They have seen the equity of 
it, and they now come with us for a $20 a month proposition 
which I am sure we Republicans will support. 

Let me tell you another thing about the bill we passed in 
1935. The Democrats cannot claim credit for this whole 
Social Security Act, comprehensive as it was. Certainly not, 
It has 10 titles in it. One of the titles simply gives the name 
to the bill, so It has nine effective titles in It. One of those 
titles provides aid to the blind. When the original social-
security bill came from the White House it said nothing 
about the blind. We fought it out in the Ways and Means 
Commnittee, and the Democratic Party would not accept that 
provision for the blind, so that that party now has no right 
to claim that it is responsible for the pension the blind get 
in this country. We Republicans made the fight on the 
floor of the House and tried to get the Democrats to include 
the blind, but they declined to do It. The proposition re-
ceived much support but not enough to carry It. The bill 
went to the Senate, and the Senate amended the bill with 
language almost identical with the amendment which we 
offered. So. Mr. Chairman, this bill Is not a political bill, 
either Republican or Democratic. It is a bill that has in it 
many good features which have come from both parties and 
some which are not so good. 

Mr. TREADWAY. Mr. Chairman, Will the gentleman 
yield? 

Mr. JENKCINS of Ohio. Yes; I1am always glad to yield to 
my leader on our committee. 

Mr. TREAD)WAY. The gentleman Is too modest about the 
matter of the aid for the blind. He was the man who pro-
posed It. [Applause.] 

Mr. JENICINS of Ohio. I thank the gentleman, and I am 
proud of any small part I may have had in It. It is not 
necessary to mention that here. Let us go a little further, 
We had In this original bill a proposition that provided for 
aid for children. That was not Initiated by the New Deal. 
We had that In the Federal law. -We had In the Federal law 
rehabilitation features. The biggest part of this important 
bill was already the law in some form or other. When we 
approach a discussion of this bill, let us consider these assist-
ance features as being for the best Interests of the country, 
We are all for these features in spirit; we may, differ in 
method, 

The other division Into which this law will classify Itself 
naturally is, as I have heretofore stated, the provision of 
Insurance. I opposed title 11 5 years ago. I oppose It now 
In my heart. Then I said it was unconstitutional, and I1was 
opposed to It on the further ground that I felt it was not a 
wise program for the Government to assume. I shall not 
discuss what we did at that time, but I still insist that these 
insurance features have not put themselves by a 5-year trial 
on as firm a footing with the people as these other features 
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have. I would be In favor of title II with all my heart If I 
felt it would benefit the workingman. The workingmanl 
needs immediate help when he needs it-not a rainbow 45 
years away. 

Mr. PATMAN. Mr. Chairman, will the gentleman yield? 
Mr. JENKINS of Ohio. In a minute. I want to drive this 

home. Observe this prophecy. We made It 4 years ago. We 
said this insurance proposition would not live because it is not 
built on proper insurance foundations, and It would not en­
dure; it could not endure. They said that they would fortify 
it with this vast $47,000,000,000 reserve. 

We opposed the big reserve then. We Republicans oP­
posed it 2 years ago. The gentleman from New York [Mr. 
REED], one of our distinguished Memblers, and myself collab­
orating with other members of our party on the Ways and 
Means Committee, advanced our position and our reasons 
for it. Today we see what has happened and we can say, 
"I told you so.' Now, what has happened? This bill pro­
vides for a change in the pay-roll tax rate which will do 
away with the $47,000,000,000 reserve. That was a 10-to-i 
reserve. Now the bill provides a 3-to-i reserve. Why do 
I mention this? I mention It beeause they have seen the 
light of day. They have come to our view by the irresistible 
force of facts. They see another thing. They see that these 
two insurance provisions will not itand on their feet from 
an insurance standpoint. They will not do it. Why do I 
say this? Let me take you to the majority report and show 
you what the majority report says. I want to compliment 
those who got it up. It is a splendid report. Particularly 
you younger Members who want to make speeches this su--q 
mer on this proposition of the social security, may do well 
to take that report and also the minority report, which Is 
equally and even more eloquent in its correctness than the 
majority report and it Is even more responsible and Milmi­
nating, but it is not quite so voluminous. I want you to look 
In that report and see what has happened. Let us see what 
has happened. On page 15 they have a table that Is really 
astounding. It scares me because It proves that the time 
is coming when these two insurance features are going to 
be nothing more nor less than social-benefit Institutions. 
The Federal Government will have to maintain them. 

Talk about taxes! This bill will reduce the tax two hun­
dred and seventy-five million, on title H1 by reason of our 
freezing the pay-roll tax at I percent for 3 years Instead 
of raising it to 11/2 percent on the employer and employee 
as the present law provides. But the tax. will go up to 2 
percent on each of these parties in 3 years from now. In 
5 years it will go up again to 6 percent-3 percent on each,~ 
When it is up to its highest limit, 6 percent, we will run 
behind $81,000,000. Let me show you the figures. In 1940 
we take in $501,000,000, and only spend eighty-eight million. 
In 1941 we take in five hundred and five million, and we only 
spend two hundred and eleven million. In 1942 we take in 
five hundred and four million, and we spend three hundred 
and fifty million. We are still ahead of the game. But In 
1944, when we raise the tax, we take in $1,067,000,000 and 
we spend five hundred and ninety-eight million. In 1950 we 
take In $1,751,000,000, and we spend $1,389,000,000. When 
our employers will be paying 3 percent and the workingmen 
will be paying 3 percent, you can say whatever you please, 
You can laugh if you want, but when it reaches its limit of 
tax production, it will reach in 1955, $1,849,000,000, and we 
will spend $1,930,000,000, That is what we will spend. That 
will be a deficit of eighty-one million in that one year. What 
are we going to do then? You cannot raise the tax-you 
have told the people that this will carry It through, and 
this is not true. You cannot raise the tax, consequently 
you are going to dig down into your pockets to keep) the 
gigantic institution going. 'Why? Because you will have a 
lot of people who paid for It. and you will say, "We cannot 
throw those fellows down now, We will have to do some. 
thing about it." My friends, we are proceeding blindly, and 
the only result will be to deceive the people. 

I tell you, Just as sure as you live, that the United States 
Government has no business in the insurance business un­
less it runs it along the lines of Insurance. unless It expects 
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to come forward and make up the great deficits as it will 
have to do. Then, if it is not an insurance program, why 
not give it a descriptive name? Why deceive the millions 
of workers who are now under the Social Security? They 
are not voluntarily under it. It is compulsory. My friends, 
If It were options&l, that would be entirely different, but when 
the Government compels many millions of its people to pay 
their money on an insurance plan that they have a right 
to believe will benefit them, only to find it to be a delusion, 
somebody will have committed a terrible legislative crime, 

Who will answer me as to what we will do in 1956? As I 
have already shown, we are going to be compelled to dig 
into our reserve to the tune of probably four hundred mill' on. 
In 1957 we will have to dig in a lot more. The next thing we 
will have our reserve all used up, regardless of whether it is 
I 0 U's or good regular United States bonds. We will be 
in the red so far that I do not know what we will do about 
it. It will be terrible to contemplate. If we could quit in 
1956 without any evil consequences, that would be one thing, 
but you just simply cannot quit when you get that far along, 
Then you know what will be the result-appropriation upon 
appropriation, world without end. 

IMr. CARLSON. Mr. Chairman, will the gentleman yield? 
Mr. JENKINS of Ohio. Yes; I gladly yield to my able 

friend from Kansas. 
Mr. CARLSON. Will the gentleman just stress the fact 

that that is only 15 years away-a very, very short period in 
the time of a nartion.. 

Mr. JENKINS of Ohio. Yes. That is what astounded me 
when I heard those men coming from the fiscal department 
of the Government say with such nonchalance, "Yes; in 15 
years we will be out on a limb." They do not care. They 
know that the New Deal will be an old broken-down "old 
deal" by that time. They have never been compelled to 
meet a pay roll and they have never carried a dinner bucket, 
else they would be more interested. 

What are we going to do about It? What is our obligation 
to posterity? We must be interested about this. It is a 
tremendous question. I do not know what is the best thing 
to do about it, but It seems that the best thing we can do Is 
to separate these provisions of the social-security bill, so 
that we can administer what admits of administration. Let 
ips Congressmen, representing the Federal Government. give 
these aged deserving people five or ten dollars a month more; 
let us encourage the States to do -likewise; let us take care 
of these unfortunate widows with dependent children; let 
us take care of these rehabilitated people; let us take care 
of the public-health provision. I have not mentioned that 
yet, but that is an eminently proper governmental activity, 
The Government should take an interest In the control of 
epidemics and in health measures that are general in their 
scope. It ought to be ready to meet them financially. But 
when the Government gets into the insurance business or 
anything of that sort, they should know their business, 
When you tell a man 20 years of age, "Now, we are going to 
compel you to come under the social-security law, and if 
you will pay a certain percentage of your wages until you are 
65, you will draw a pension. You are putting on him a 
tremendous task. You were never put under such a yoke. 
I dare say that if you had your choice you would not assume 
the load. I am not opposed to it if the people want it. But 
It is a tremendous thing to have about 45,000,000 people 
paying on a plan that will not carry through as they are now 
led to believe it will do. If you have made $18 or $20 or $25 
a week for about 45 years, you will get about $40 a month 
when you get to be 65 years of age. The employer will have 
paid as much as you paid, yet you will have not as much as 
old-age Pensioners should have now who have paid nothing 
In. If you die before you are 65, without a family, you will 
get nothing." And your widow willonly get 6months' bene-
fits at the time of your death, and no more until she is 65. 
I am sorry, my time is running short, I should like to discuss 
many other provisions of the bill. [Applause.] 

The CHLAIRMAN. The time of the gentleman from Ohio 
has expired. 
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Mr. TREADWAY. Mr. Chairman, I yield 3 minutes to the 

gentleman from Pennsylvania [Mr. VAN ZAINDT). 
Mr. VANZANDT. Mr. Chairman, only a few days ago, 

some of us stood on the floor of this House pleading for 
the enactment of legislation which bid fair not only to pro­
vide immediate and adequate social security for the senior 
citizens of the country, but to contribute to the general vwel­
fare of all the people of the Nation. 

During the debate on that measure some of us were some­
what critical of the present Social Security Act and the 
amendments now proposed to it. That criticism, however, 
was not directed at the broad Principles of the law. No one 
ever has questioned the high purpose or the fundamental 
soundness of the social-security program. Our complaint 
was against the amount of protection provided in the pres­
ent law and the Proposed amendments for the elder citizens 
who are most in need of protection right now. 

Our sole purpese was to supplement the law so as to give 
immediate and adequate social security to the needy elders, 
who are too advanced In years to enjoy the full benefit of 
the revised act, or any more liberal provisions which may be 
adopted in the future. It seems a pity that the public-
spirited citizens, who have done so much to advance this 
program of protection against economic and social hazards, 
will not share as they should in the fruits of their labors. 
But that is the portion which frequently falls to the pio­
neers along the path of progress. They sow the seeds and 
future generations reap the harvest. They may solace 
themselves with the knowledge their efforts were not In vain, 

But no matter how far short of meeting the present and 
pressing needs of those most deserving of adequate protec­
tion these amendments may fall, I shall support this meas­
ure on the theory that "half a loaf Is better than none." 
There can be no question about the desirability of the 
amendments and the vast improvement they will make in 
the sccial-security program. 

Among the many features of this measure, which are de­
signed to improve and strengthen the present act, I am 
impressed particularly with the merit of two amendments. 
The first is the provision to keep social security secure-. I 
refer, of course, to the provision creating a Federal old-age 
and survivor insurance trust fund to safeguard the insur­
ance benefit funds. The second is the provision freezing 
the pay-roll tax. Those two amendments are calculated 
to contribute to public confidence In the Social Security .Act. 

Under the present administration we have witnessed some 
frenzied deficit financing. Public confidence in the entire 
social-security set-up was shaken when it was revealed that 
taxes paid into the social-security fund. were being dumped 
into the general fund in the Treasury and were being used. 
to finance the current expenses of the Government. 

No trust Imposed upon the Government Is higher than 
the fiduciary capacity it serves with respect to the social 
security funds. Nothing could be more cruel to those who 
place a blind faith in the integrity of the Government than 
the misapplication of such funds. It is unpleasant to even 
contemplate the calamity that would befall this country if 
social security funds were squandered recklessly on all sorts 
of pump-priming projects. All danger of any such calamity, 
however, has been eliminated by the creation of a trust 
fund, ear-marked for social security purposes. 

The freezing of the old-age insurance tax will have a far 
more wholesome effect than appears on the surface. Busi­
ness men and especially small-business men in my district 
looked askance upon the automatic 50-percent increase in 
the old-age annuity tax, which was scheduled to begin in, 
1940. Businessmen, already heavily laden with taxes, were 
fearful lest the sharp increase in that levy wculd greatly, 
disturb business and might result In further unemployment. 
An increase of about 15 percent in the Federal tax burden 
upon corporate employers, as it is estimated the higher rate 
would have imposed, is no small item to a businessman with 
a business budget. Such an increase in Federal taxes cer­
tainly would be a serious factor in preventing or at least 
delaying recovery. 
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Fortunately, the committee listened to the sound argu-

ments Presented by businessmen and allayed their fears by 
freezing the tax. The amendment would freeze at 1 percent 
the tax on the worker and 1 percent on the employer for the 
3 Years 1940, 1941, and 1942, as against the 11/2-percent 
rates on each under the present act. That provision alone 
will save employers and workers about $275,000,000 in 1940, 
or a total of $825,000,000 in the 3 years. 

Another provision which Is designed to lessen the load on 
employers without lessening the benefits to the workers is 
worthy of mention. States may reduce their unemployment 
insurance contributions if a certain reserve fund has been 
attained and minimum benefit standards have been pro-
vided. It is estimated this provision may save employers 
from $200,000,000 to $250,000,000 during 1940, If the States 
cut their contribution rates from 2.7 to 2 percent. 

Employers stand to save another $65,000,000 a year under 
the unemployment-compensation provisions. This would be 
done by limiting the application of the tax to only the first 
$3,000 an employer pays to an employee for a year. Still 
another saving to employers of about $15,000,000 will be 
made under the provisions for refunds and abatements to 
employers who paid their 1936, 1937, and 1938 unemploy-
mnent-compensation contributions late to the States, 

In all, it is estimated that savings, chiefly to employers, 
aggregating about $1,700,000,000 may be effected in 3 years. 

One of the chief virtues of the amendments is the provi-
sionundr f od-ag illaymntwich inurace bnefts 

start next year, instead of in 1942. Other commendable 
amendments include the increased benefits to wives, widows, 
and dependents of insured persons and the inclusion of 
about 1,100,000 more persons under the law's old-age insur­
ance provisions. And about 200,000 persons, chiefly bank 
clerks, are brought under unemployment insurance. 

One of the vital clarifying amendments has to do with 
agricultural labor. The term "agricultural labor" is defined 
so as to exempt certain types of service and thus meet sound 
objections made by the farmers, 

Another sound change is the abandonment of the plan to 
build up a $47,000,000,000 reserve fund for old-age insurance, 
and the adoption of a pay-as-you-go policy, with a moderate 
contingent reserve, 

No one, not excepting the Democratic members of the 
House Ways and Means Committee, claims that even with 
the proposed amendments the Social Security Act is perfect or 
all inclusive. On the other hand, the Republican minority 
of the committee concedes the measure at least makes cer-
tain improvements in the present law--some of which we 
have ourselves heretofore suggested-which we believe justify 
us In supporting it despite its defects. 

Because of the tendency on the part of some Democrats to 
claim all the credit for the Social Security Act, I wish to 
read one paragraph from the views of the minority, included 
In the official report on this bill. It states: 

Republicans In both branches may deservedly be proud of the 
part they have played In calling to the attention of the coun~try 
the dangers and burdens Inherent In the present reserve structure,
and in bringing about the changes proposed. The action taken by
the coimmittee Is an acknowledgment of the soundness of the 
major Republican criticism of the existing law. 

Let us hope the day is not far distant when we allcan 
join in nonpartisan praise of a perfect Social Security Act, 
under which the holy trinity of democracy-the worker, the 
employer, and the Government-are linked in the fulfillment 
of America's destiny-adequate social security for all of our 
citizens. [Applause.] 

Mr. TREADWAY. Mr. Chairman, I yield 3 minutes to the 
gentleman from New Jersey [Mr. KzAN. 

Mr. KEAN. Mr. Chairman, the fact that the criticism of 
the use by the Government of old-age trust funds for current 
expenses is amply justified seems to have been recognized 
by the authors of this bill, for a half-hearted attempt has 
been made to sugar-coat the present method; but the basic 
principle and basic wrong has not been corrected. 

The bill now changes the name of the "old-age reserve 
account" to the "old-age trust fund," and instead of pr-. 
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chases being entirely under the control of the Secretary of 
the T'reasury, it is placed under the control of three trustee-% 
namely, the Secretary of the Treasury, the Secretary of Labor. 
and the Chairman of the Social Security Board: and It is 
provided that the money Is to be used to purchase either 
original isscues at par or outstanding obligations at the mar­
ket price, and Ir0 U's-special Treasury obligations--onlY 
if the trustees do not consider that to purchase either of 
the above two classes "is not In the public interest." 

But this plan in no way goes to the root of the fallacy in 
the present system. The only way that a true trust fund 
can be provided is by limiting the purchases to bonds which 
are already outstanding. In this way only can you prevent 
these taxes from being used for current expenses. 

The case is no different from that of a shopkeeper who has 
a pension to pay to an employee at some future -date, and 
receives the money for this purpose. If he should take this 
money and use it for current expenses for his store and give 
himself an I 0 U, then when the time comes to pay the 
pension he will have to look somewhere else for the money. 
The same would result if he used the money to invest in part 
of a note or bond issue which he was selling to others. 

The safe way in which he could assure himself of having 
the money when needed would be for him to take up from 
the bank one of his notes which is already outstanding. 'Thus 
when the pension comes due he can use the money which he 
habenptigsdeopyoftent. 

There are only three ways in which these trust funds can 
be invested in Government securities. The fairest way, as I 
have mentioned, is the purchase of already outstanding 
seuite 

The second Is by the purchase of a portion of an original 
Issue which is being offered to the public. This method 
the authors of the new bill seem to think is entirely justifiable; 
but, in my opinion, this would not make for an honest fund. 
for the Government only issues bonds when It needs the 
money for current expenses, and the money would, of course. 
be used for this purpose. The Tr~easury would in all proba­
bility increase the authorized amount of the loan by the 
amount of money which they knew the so-called trust fund 
would be purchasing. 

I cannot see that this makes any more of a real trust 
fund than the present or third method, which is to sell to the 
fund Treasury I 0 U's at a specified rate of interest, as in 
both cases the money is used for current expenses, 

The result of either of the last two plans Is that the work­
ingman Is taxed and the money goes into the trust fund, 
The trustees then take the money which they have received 
and give it to the Treasury, which In turn Issues to the trust 
fund either Its I 0 U or a new bond "part of an original 
issue." Thus the Treasury has the money to spend for cur­
rent expenses and the fund has the new bonds for the 
I 0 U's, but when the time comes that the fund must be 
used for the benefits provided for In the act the Treasury has 
spent the money years before; the money Is gone, and In order 
to get the necessary funds to pay pensions due they must tax 
the people all over again.

As I said before, the only way that a real trust fund can 
be provided is by buying United States bonds which are al­
ready outstanding. As the money provided by the taxpayer 
and used by the trustees for purchase of these bonds goes 
to the owners of these bonds who have already paid the 
Government for them no new money will go to the Treasury 
for It to spend, and the money provided from the old-age 
taxes cannot be used for current expenses. 

It has been said that we should not criticize this method 
as the same thing has been done in other cases by Republicank 
Secretaries of the Treasury. It must be remembered, how­
ever, that in past times the money Involved was a compara­
tively small amount; and whether it Is done by Republicans 
or Democrats, It is wrong. I am perfectly willing to acknowl­
edge that everything done by past Republican administra­
tions was not perfect; and when we find a thing that i3 
wrong, let us correct It. 
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It is easy to criticize, but those who criticize should pro-

pose a constructive solution; and, 11 no one else does, I pro-
pose to introduce an amendment tomorrow along the lines 
of H. R. 6156. which I introduced on May 4, 1939, which 
would accomplish the purpose of preventing the use of this 
trust fund for current expenses. (Applause.] 

IMr. MARCANTONIO. Mr. Chairman, I make the point 
of order that a quorum is not present. 

The CHAIRMAN. The Chair will count. 
Mr. MARCANTONIO. Mr. Chairman, I withdraw the 

point of order, 
Mr. TREADWAY. Mr. Chairman, I yield 3 minutes to 

the gentleman from Michigan [Mr. DONDERO]. 
Mr. DONDERO. Mr. Chairman. I rise at this time to ask 

a question and to set forth a situation which I believe obtains 
in the district of every Member of this House. 

In nearly every community in the country there are small 
corporations that employ a few men and women. Some of 
them may only give employment to 4 or 5 people, others 
8, 9, 10, or more. These little industries are the backbone 
of many little towns and cities and in their aggregate pro-
vide the pay roll, the employment, and the purchasing 
power of the people. Many of these concerns operate on 
a very small margin of profit while others are barely able 
to continue in business. In many instances they mean the 
very life of a community. If one of these small corpora-
tions employs 8 or more people, it comes under the pay-
roll tax of the Social Security Act, amendments to such 
act now being before us as provided in the bill H. R. 6635. 
This provision of the law has deterred many small con-
cerns employing less than 8 people from expanding or 
offering employment to others In order to avoid the penalty 
of the pay-roll tax. Such is the case in my congressional 
district. Undoubtedly such little industries felt they could 
not continue in business if they had to meet the added 
burden of such taxes. At least in this respect and in suc 
instances the Social Security Act has retarded progress and 
recovery and added to the list of the unemployed, 

As the law stands now an officer of such a corporation, a 
little corporation, who receives no salary whatever but who 
simply gives his name to the company, is included as one of 
the employees and figured in the basis for computing pay
roll taxes. Fbr example, If you had a company in your dis-
trict that had seven employees drawing salary and two 
who were officers but who received nothing whatever from 
the company, who simply gave their names to the company 
because of family prestige and influence or community pride, 
nevertheless those two officers are considered as employees, 
the company would be charged with nine employees and 
compelled to pay a pay-roll tax based on nine employees 
even though two of them receive nothing from the company, 

I particularly call the attention of the committee to 
page 63 of the bill, subsection (dl) where the term "eplye"is efied a oficr oIclue o aorpraton.Ilonder"

is dflnd t incudean a woderffier o orpratin.
if the committee would not accept an amendment in sub-
stance as follows: "But exempting such officers and em-

ployes f acorpraton n comenstio orho rceieployes f acorpraton n comenstio orho rceie 
salary whatever from such corporation"? The reason for 
this amendment is to keep alive and going in the little comn-
mnunities of the Nation small companies and corporations

thatarethebacboneofhe ounrywithut ubjctig
them toe the pay-rollta on temployeesyandhofficesubwho drawinthemto he ay-rll ax n eployes nd fficrs ho raw 
no salary. Perhaps the able distinguished gentleman from 

Tennsse (M. o aswe tht qeston?Cors] wnts 
Mr. COOPER. I did not quite catch the full import of the 

gentleman's question. 
Mr. DONDERO. The question Is, Whether or not the 

committee has taken into consideration the effect of includ-
ing in the numnber of employees in small companies those 
employees and officers of corporations who merely lend their 
names to the company but receive no compensation or salary 
whatever, thereby subjecting such small concerns to the pay-
roll tax, whether or not the committee has considered the 
question of excluding them from the pay-roll tax imposed by
this bill. 
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Mr. COOPER. The gentleman will recall, of course, that 

the pending bill exempts all who are exempted under section 
101 of the internal-revenue law. This takes care of chain. 
bers of commerce and a long list of institutions. 

Mr. DONDERO. I understand that, but I have received 
correspondence from little corporations wherein they state 
they may have nine people employed but only seven receive 
any compensation whatever. Because of the fact that two 
are officers, although they receive nothing, the company is 
subjected to a pay-roll tax. That company Is not a chamber 
of commerce: It is a little corporation that is trying hard to 
get along. What has the committee done to take care of a 
situation of that kind? Can the gentleman from California, 
a member of the committee, answer that? 

Mr. BUCK. Are these corporations of which the gentle­
man spealzs corporations operated for profit? 

Mr. DONDERO. They are. 
Mr. BUCK. I am afraid we have not done anything about 

that. 
Mr. DONDERO. These two officers receive no compensa­

tion whatever; they simply give their names to the company. 
Mr. BUCK. We have not covered such people. We have 

covered the situation in the cases of corporations exempt 
from taxation under section 101 of the revenue law. 

Mr. DONDERO. It seems to me that an amendment cover-
Ing such cases as I have mentioned might be advisable. 

[Here the gavel felL] 
Mr. LUDLOW. Mr. Chairman, with the main objectives of 

the pending social-security legislation, namely, the liberall­
zation of. benefits, I most heartily agree. No person with a 
heart and an understanding would be content with the pitl­
fully Inadequate benefits now paid to our worthy aged. It Is 
our duty to do something more than has yet been done, or 
even attempted, to make the evening of their lives peaceful 
and secure. 

Nevertheless, there are provisions of the pending bill to 
which we in Indiana must vigorously dissent because of their 
relation to the Indiana unemployment compensation program, 
and we will be hoping that somewhere in~its progress through 
the legislative mill the bill will be amended so as to Iron out 
these objectionable provisions. 

In order that the House may understand the legitimate
criticisms of those who speak for our Indiana business in­
terests, I submit the following four objections to the bill 
presented by William H. Book, vice president of the Indian­
apolis Chamber of Commerce. 

The chamber of commerce of our city is one of the best 
organizations of its kind in the country, and Mr. Book Is an 
outstanding business executive who has had much experience 
In matters relating to public affairs. His four points of 
criticism are as follows: 

1. Although the bill technically preserves the rights of, States to 
operate under merit rating programs, the other provisions soIncrease the costs of the program as to Bubstantially restrict the 
operation of merit rating. It may, in the practical operation. actu­
ally become Inoperative.

2. The prospect of tax reduction Is minimized, If not entirely
offset, by the Increased benefit req~uirements, so that what Is pro­jected as a substantial saving in pay-ronl tales for unemployment 
compensation will in the long run prove to be an actual Increase. 

3. More difficult and expensive administrative requircments ara 
set up in the full-time weekly wage basis of computing benefits 
rquired in the bill. 

4. The bill is a long step toward federalization of unemploymentcompensation.
Ias rsn oyo etrwitnb r okt 

Hon. Jomn W. MCCORMACK, the able member of the Ways and 
Means Committee in charge of this legislation. This letter 

follows:I.uNosrnJneS199 
Hon. JOHN W. McCORMACK 

House Office Building, 'Washington, D. C. 
DEAa Ms. MCCoRmACK: I shaSU attempt In this letter to outline 

the views of employers of Indiana, as I can interpret them fromthe conclusions of employers' committees and Individual employers,
regarding unemployment compensation program amendments con­
tained in H. R. 6635. 

It should be said at the outset that employers generally appre­
ciate the effort that has been expended by yourself and othermembers of the Ways and Means Committee In placing In the bill 
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you have drafted features which are calculated to give immediate
relief from the growing tax burden on business. I refer particu-
larly to the tax exemption on portions of annual ealaries in c;.Czess
Of $3.000. to the permissive features allowing States to reduce
unemployment compensation taxes on a uniform. State-wide basis,
and to the Federal old-age benefit program amendment "freezing"1
the tax for another 3 years at 1 percent. I believe it is recognized
by this time that employers are not entirely selfish in their efforts 
to obtain relief from growing tax burdens, but instead have sound
basis for their contention that everyone will profit through the
scftcn~ng of tax deterrents to industrial expansion and growth.

There are several specific features of H. R. 6635 with which 
business groups of Indiana. do not agree, for, they, feel, sound 
reasons. These I pass on to you entirely In a constructive spirit.

Probably the major point of disagreement with the bill lies in
the minimum benefit standards which are established, particularly
In the duration requirement of 16 times the weekly benefit amount,
Careful analysis has shown that this requirement would Increase
total benefit payments in Indiana-and hence the total cost borne 
eventually by employers-approximattaly 20 percent. The estab-
lishment of flat duration standards also Is felt to be an abandon-
meat of insurance principles and a step in the direction of the 
relief Concept of unemployment compensation.IncnlsoIpentheumainfaseilrpr,

it is realized that an objection to the minlimum-beniefit stand-ards nimcediately raises the controversial question of just what the
level benefits should be. However, we feel that should be a matter
largely or State determinaticn, In accordance with conditions of 
each State. It must be recognized that If the unemployment-cornpensation program Is to be successful, the economic benefits de-
rived from It must outweigh its costs. There obviously Is a point
to which benefit costs of the program might go which would defeat
the program. There is not sufficient experience yet to know whatthat point is. and employers of Indiana feel that the Federal Gov-
ermient would be establishing a dangerous precedent in fixing as
minimum-benefit standards a level which would result in increas-
ing materially the benefit-payment costs of nearly all State pro-

grams.lowing 
Specifically, employers are not convinced that the Federal lawshcu!d prescribe any mninimum-beniefit standards. However, if It

Is to be conceded that Federal minimum standards are necessary,
In te wisingtocse f Sate ppl unform Stte-idetax 

reduction, the standards set up In the Ways and Means Committee
bill should be modified to the point where they will sevtecu-
sively as protection against possible State action reducing benefits 
to an unreasonably low level-rather than standards compellingStates to raise their present benefit levels,.nraettlbnftpyet

Employers also feel it would be a mistake to Include in thebenefit-standard requirements language which may later be Inter-
preted by the Social Security Board as requiring strict adherence
by States to the full-time weekly wage base in the determination
of weekly benefit amounts. If States should be required to base
weekly benefit computations on what, in effect, Is the wage an
Individual would have earned had he been empsoyed full time at
his regular rate or pay, almost Insurmountable administrative and
employer-reporting difficulties will be created, as States which have
tried the full-time weekly wage base have learned. The highest
quarterly wage base, such as Is used in Indiana. approximates the
full-time weekly wage base insofar as the benefit applicant is
concerned, but Is much simpler of administration. Indiana em-
ployers feel that there should be some such change In H. H. 6635, 
as the elimination of the terms "full time" where they appear on 
page 73 of the bill, and the Insertion, after the word "earnings"
In line 12. page 713,of the words "~as defined In State law." 'This
would leave the definition of weekly earnings to State legislative
action, 

The effect of the bill on State merit-rating programs Is of
primary concern to Indiana employers. I realize that the bill
permits a State, if it has the prescribed balance In Its fund and
if it meets the prescribed minimum-benefit standards, to have
State-wide tax reduction, Individual merit rating, or a combination
of both. However, the estimated 20-percent increase In benefit 
coats which would be involved in Indiana's compliance with the
benefit standards would result In a substantially more narrow
margin within which merit rating might operate, defeating It
completely for some employers. Unless employment conditions

improve materially, the margin would be so narrow as to render

merit rating almost wholly ineffective for all employers.MrCOPR


If a State did not have the prescribed balance In Its fund or

did not choose to meet the minimum benefit standards, under sub-

section (a) of section 1602, as amended, it would be required to

levy taxes that would produce the equivalent of a 2.7-percent rate
 on total pay rolls of the State subject to the unemployment corn-
penrsation program. It Is obvious that under such circumstances 
merit-rating programs, for practical purposes, would be nullified,
It is the consensus, specifically, that States which prefer to re-
main exclusively on the Individual merit-rating basis-in prefer-
ence to State-wide reduction or a combination of the two-s6hould 
not be compelled to meet the one and one-half times reserve re­
qu'irement or gear their rates to a 2.7-percent average as long as
they have a set-up definitely guaranteeing payment of all benefits 
to which unemployed workers are entitled. We are quite certain
that Indiana has such a guaranty in its adequately protected
partial pool set-up.

I should state that at a recent conference of representatives of
business groups from Indiana, Illinois, Wisconsin. and Missouri, 
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views expressed by the representatives from the other States were
substantially the same as those which I have outlined In this 
letter. 

Generally, speakting, the belief of Indiana employers Is that there
should be no more than the necessary minimum of Federal regu­
lation of State programs, and under no circumstances should
there be Interference with the freedom of States to encourage
stabilization of employ'ment by means of merit-rating programs.
In the long run, this will accomplish far more for the good of em­
ployees and employers alike than the boosting of the amount of
cash benefits-a procedure which, when carried to the extreme.
cculd resul't only In the collapse of the unemployment compensa­
tion program.

As explained to you by 1.r. Howard Friend, I was ill the latter' 
part of last week and am sorry that I was not able to get to Wash­
ington to talk with you. It appears now that the Indiana group
probably will not be In Washington until such time, following
your suggestion in your letter of June 3 to Mr. Friend, as the bill
is under consideration by a Senate committee. We shall hope t*
have the opportunity to talk to you at that time. 

Sincerely yours, 
WILLIAM H. BOOK. 

I ocuin rsn h umto faseilrprof the governmental research division of the Iriterorgan­
ization Council of Indiana, which outlines the views of State­
wide business employers' organizations of Indiana which have 
gvnti atrtems erossuyadcnieain
ie hsmte h otsrossuyadcnieain

The summa tion referred to follows:
 
u ma
 

In this, an analytical treatment of major amendments to the
Federal social-security law affecting unemployment compensation.
as proposed by the Ways and Means Committee of the National
House of Representatives in the pending bill, H. R. 6635, the fol­conclusions are reached in respect to their application to 
the Indiana program:

1. Tax exemption on portions of annual salaries In excess of
3,0O0 Is a wholly justified correction of an existing inequity.2. Permission to States to reduce contribution rates on State­

wiebsssanmedteaxrlfseputIisoiidbypcl
fed conditions which would Increase the program's ultimate cost 

3.inutry.-ekmnmm eei uain eurmn ol
3.crThe towekt inmupyetInnduratina wouldrbenefit prequirment

i nin prxmtl 1pr
cent.

4. Merit rating consideration: (a) Unless the State complied with
minimum benefit requirements and established the specified milni­
mulm reserve, individual merit rating would be inoperative except,
to the extent that limited rate variations would assure aggregate
collections equivalent to collections from a State-wide rate of 2.7 
percent. (b) If the State qualified for a reduced State-wide rate
and individual merit rating, the 21-percent increase in benefit pay­
ments materially would narrow the margin In which the Indi­
vidual merit,-rating program and Its incentive to the stabilizatoio 
of employment might operate.

&. At existing or Improved employment levels, minimum benefit
standards of the bill could be met and the State-wide contribution 
rate reduced to 1.7 percent without "bankrupting" the Indiana
fund, but operation of Individual merit rating would be narrowly
restricted. At lower employment levels, the abllity of the Indiana 
programn to meet benefit standards and maintain an adequate reserve
qualifying the State for a reduced rate Is very doubtful and Indi-

Vidual merit rating would be completely nullified.
 

6. The full-time weekly wage base for the determination of
'Weekly benefit amounts would create very serious administrative 
difficulties and would increase State administrative costs and costs
of reporting by employers. It probably would increase total bene­
fit payment~s, depending on how llterally It might be administered.


7. Establishment of a fiat duration of benefits would represent
abandonment of insurance principles under which total benefits

payable to an individual are related to his previous earnings and

would be In violation of the concept of unemployment compens~a_

tion as an insurance--and not a relief-program.
 

.OOE. r.CiranImoettthco ite
M.Chim ,IMvetateCo ite

do now rise. 
The motion was agreed to. 
Accordingly the Cemmittee rose: and the Speaker pro tern-

Pore having resumed the chair. Mr. WARitEN, Chairman of the
Committee of the Whole House on the state of the Union.
reported that that Committee, having had Under considera..to h il(.R 65 oaedteSca euiyAt
to h il(LR 65 oaedteSca euiyAt
and for other purposes, had come to no resolution thereon. 
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EXTEN~sroN oP REMARKS 

Mr. BUCK. Mr. Speaker, I ask unanimous consent to ex­
tend my own remarks in the RECORD and to include therein 
excerpts from hearings before the Ways and Means Corn­
mittee and excerpts from two editorials. 

The SPEAKER pro tempore. Is there objection to the 
request of the gentleman from California? 

There was no objection. 
Mr. DEmPsEY asked and was given permission to extend his 

own remarks in the RECORD. 
Mr. DINGELL. Mr. Speaker. I ask unanimous consent that 

I may be privileged to include in the remarks I made this 
afternoon three short tables which are necessary to properly 
round out my speech. 

The SPEAKER pro tempore. Is there objection to the 
request of the gentleman from Michigan [Mr. DINGELL]? 

There was no objection. 
Mr. COLMER. Mr. Speaker, I ask unanimous consent to 

extend my own remarks in the RECORD with reference to the 
liberalizing amendment w.lich I have given notice I will offer, 
and a chart and statement showing what this amendment 
would do. 

The SPEAKER pro tempore. Is there objection to the 
request of the gentleman from Mississippi [Mr. CoLbmzR? 

There was no objection. 
Mr. PATMAN. Mr. Speaker, I ask unanimous consent to 

revise and extend the remarks I made today and to insert in 
connection therewith certain excerpts. 

The SPEAKER pro tempore. Is there objection to the 
request of the gentleman from Texas [Mr. PATMANI]? 

There was no objection. 
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AMEZDMEN OF TME SOCIAL SECURrTV AC2 

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. 6635) to amend the Social Security Act. 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 fur­
ther consideration of the bill H. H. 6635, with Mr. Whn 
In the Chair. 

The Clerk read the title of the bill. 
Mr. TREADWAY. Mr. Chairman, I yield the remainder 

of my time to the gentleman from New York [Mr. REED.] 
Mr. REED of New York. Mr. Chairman. I1 do not know 

whether the membership of the House fully realizes or ap­
preciates the amount of time that has been spent by the 
Ways and Means Committee on this Important legislation. 
I think It has been one of the most arduous and one of the 
most trying experiences I have had in some 20 years of leg­
islation. The hearings have continued for more than 3 
months. We have had hearings morning and afternoon on 
this bill, and I want it distinctly understood at the outset 
that there has been no political opposition to this bill and 
there was not when It was before the House originally. 31t 
was a bill that was approved In the Senate by a vote of 76 
to 7; it was approved in the House by a vote of 371 to 23, 
and later approved by the President on August 14. 1935. 
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I want to be perfectly frank with the Members of the 

House and state that I was one of the 33 who opposed the 
bill In its original form. I was in absolute sympathy with 
the objectives sought to be attained, but there were certain 
provisions in the bill of which I did not approve and which I 
felt would come back to plague the Congress and the country. 

It is inconceivable that anyone would be opposed to the 
objectives of a bill of this kind; that is, a system of protection
against unemployment, a scheme of annuities for industrial 
and white-collar employees, a plan for noncontributory old-fornoconribuorypenionsforthehe eedy
age pensions fo h ednnotiuoypnin r 
blind and for relatives caring for orphans and other destitute 
children, and an appropriation for the Public Health Service,

These are all very worthy objects, and you would find few 
men who would be opposed to them; but I want to caUl the 
attention of the House to the fact that when the bill was 
first before the Congress it was my honest and firm convic-

tiontha thunonsituionl, bt eidetlythewa bilucontituionltionthaws th bil bt eidetlythe
Supreme Court thought oth'irwise, and it is now the law of 
the land. outside of that objection which I had to the bill,
I am as heartily for the objectives now as I was in the be-
ginning, and I think a great improvement has been made 
in this hill, and I downt if there will be very much opposi-
tion to it. 

This is not a perfect bill, far from it: In fact, there are 
very few pieces of perfect legislation that come out of a large
legislative body. Most bills are a matter of compromise.

Thrsbound to be great diversity of opinion as to Just howThere Isvide 
certain objectives should be obtained. The New Deal Members 
seem to feel we are guilty of lese majeste if we offer any con-
structive suggestions to important legislation once it has been 

writened to ththeAveue.low-Incomeoterwriten to th otered theAveue.Is 
Mr. Chairman, the New Deal Members of the majority

have been very sensitive to any criticism of legislation enia-
nating from the inner circle at the other end of Pernsyl-
vania Avenue, The Social Security Act, as first presented to 
Congress, was so fied with glaring defects that it was in-
evitable that its provisions would have to be overhauled to 

avoirin Ita th hans anuttr o ndinantpubic.avoi thebans ofanmn ait uttr ndinantpubic.involve Increased collections In the future from those insured.
The majority would not listen to the constructive criticisms 
of the Republican minority, nor would the New Deal Members 
of the majority consider proposals offered to Improve the act, 

Even now New Deal Members rush to the defense of the 
policy of spending the pay-roll taxes as they flow into the 
general revenues of the Treasury. The mere mention of

I re0 'sflgs lket Infriaed ull. Te fct hatI 0 slagto aIfurate buls. he act hated i lie 
an Income tax Imposed upon the low-income groups and then 
used for the New Deal spending program does not impress
the spenders as anything irregular or a proper subject for 
critic~sm. 

I realise that not a thing I can say will quicken the con-
science or bring homne to those who act In the capacity oflegilatieo agardinsund nteded y th Cogres

legilatve uardansofinendd b tofud theConres 
pay old-age benefits, a realization that the money should not 
be diverted to other purposes, The fact that far In excess 
of a billion dollars has been collected In pay-roll taxes fr 
the specific Purpose of paying old-age benefits, and that all fr 

of this except a comparatively small amount has been used 
for other Purposes seems to be of no consequence to those 

oingthespening tht thaswho re It s eidenwhothespedin.re oin ItIs vidnt tat he ax-
payers now realize that as a result of this diversion of the 
funds so collected and spent by the New Deal, the money
will have to be raised over again by taxation,

The Republican minority from the first has sought to direct 
attention to the injustice of taxing the working men and 
women Of this Nation to furnish funds to be spent, wasted,
and frittered away by a reckless spending adminIstration, 
I know full well how futile it is to argue the injustice of Such 
a programn with those 'whose only interest seems to be to 
continue to obtain money to spend, regardless from what 
source derived or to what end the funds collected will be 
applied. 

nIts Important, however, that tha record should be kept
straight for the benefit of the public. When the public Is 
once in Possession of thle truth, the constructive suggestions 
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of the Republican minority will receive more and more 
support, and the consequence will be a more Just and work­
able law. 

I want to quote what the Brookings Institution of Wash­
lngton, D. C., has to say on this subject, social-security 
taxes and their use, for paying the current expenses of the 
New Deal spending program. I quote: 

The primary critici-m of the oid-age annuity scheme relates to 
the. accumulation of a huge reserve. The plan Involves the accu­
mnulation by the yearly payments and the interest thereon. of asum which will pay the annuity when the beneficiary reaches the
required age. 

Th7,e accumulatlons are Invested In Federal Government obligations 
yielding at least 3 pcrccnt return. If outstanding Government bond 
issucs do not yield such a rate, special obligations yield~ng 3 percentaeissued for the purpose. By the end of December 1933 the Govern­
marent had issued two billions of such obligations, and these were 
turned over to the Social Security Board In lieu of cash collected 
from the social-security taxes. The Governiment is, of course, obli­
gated to pay Interest on thcsa- bonds to the Social Security Board.These bend aecumulations are called reserves, and it Is estimated 
that by 1980 the aecumulation would reach nearly $30,000.000.000. 
Under existing procedures the pay-roll taxes are used for operating
exPenses of the Gorcrnment. Nteither cash nor revenue-producingasets is being provided by the taxes. Thus the accumulating obliga­
tilosns under the sEccal-security plan will have to be met. by further 
taxation in the future. Such a development was not contemplated 
originally. lt was assumed that the Budget would be balanced and that the social-security taxes could be used to reduce the existing
Government debt, thereby lessening the Government's obligations, 
if not accumulating cash or other assets. The persistence of the 
deficit has meant that such a programn could not be carried out. 

The net effect of the pay-roll taxes to date has thus been to pro-'the Government with some revenue and to keep the Federal 
deficit a little lower than It would otherwisse have been. As a 
method of raising money for the general expenses of the Government 
It Is highly Inequitable In Its operatiod. A part of it falls on the 

classes, and that which is collected from corporationsnot levied with reference to their ability to pay. As we have 
Eeen, It bears heavily on small corporations. 

If there were a balanced Budget and the social-securfty taxes were 
being invested in outstanding Government bonds, the reserve, so tospeak, would be In the form of decreased Government liabilities
rather than In the form of increased assets. It Is apparent in any 
case that the so-called reserve Is not analogous to that maintained 
by ordinary insurance companies which do not Invest In their owni 
obligations or create new I 0 Uis, the payment of which would 

The,alternative to the accumulation of a huge reserve Is a pay-as­
you-go plan. Since under the present operation of th3 system the 
benefits will have to be paid out of general taxation In the future, weshoud cease beguiling ourselves Into the belief that t~he building up,of a reserve has any economic significance. We shcald rais such 
amounts of social-security taxes as are necessary to take care of, 
current payments and to provide the modest reserves necessary, to 
care for posaibl emergencies. This means a few billon dollisr atthemost. 

The Inauguration of this plan should be accompanied by the 
adoption of the principle of Investing the modest contingent reserves 
that would be accumulating in outstanding Government obligations.This Implies an abolition of the present system of guaranteeing a3-percent return on the reserve In the form of COovemment obliga
tions delivered to the Social Security Board; the earnings on the 
Investments should be determined by money-marke. conditions at
the time of purchase rather than be arbitrarily set at a fixed mini­
mum rate which may come to be out of line with zoarket yields.
This plan of actually Investing the tax accumulations in outstanding 
bonds necessarily means that the social-security taxes cannot be 
used to meet Treasury' deficits.In short, this analysis implies a segregation of the administration
of the social-security program from the ordinary financail operations
of the Government. 
asUnder the pay-as-you-go plan we would not need to have nesriy

high rates In the early years as under the present plan. Therates would start at a low amount and would Increase hi proportiom
to the Increased age of the groups affected. 

I call attention to the fact that the Brookings institution 
after a most thorough and exhaustive study of the Social 
Security Act made the following recommendations: 

1. The old-age annuities should be financed on a pay-as-you-ge
basis rather than by the accumulation of a huge resyee

2. The rates for the old-age annuities should be temporarily re­
duced from 1 to one-half of 1 percent, and be eubsequently hI­
creased only as benefit payments necessitate.3. The modest contingent reserves should be Invested In out­
standing Government bonds at current rates, and the financial 
administration of the system should be segregated from the fiscal 
operations of the Treasury. 

Mr. Chairman, it must be apparent to all, except to the 
New Deal spenders, that the pay-roil taxes continue to flow 
In full volume from the pockets of the working men and 
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13, Improvement has been paced by Air. Morgenthau and for the first
article by Mr. Arthur Krock under date of February 3, 13,time the President has completely assented to a major New Deal 
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women into the Treasury to be squandered for anything, and 
everything that can be devised by a group of happy-go-lucky 
spendthrlfts. nyntrlt xec rtcs rmteIt I onl natralto froepectcritcis th 
New Deal spending, debt-creating advocates, but the Repub-
lican minority has come In for no more abuse from the New 
Deal devotees than has that wing of constructive critics,

know asJefersnia esitedtheun-Deocrts wo hve know asJefersnia Deocrts wo hve esitedthean 
sound fiscal and financial policies of the present admninistra 
tion. 

Mr. haiman hae pevetedReublcanmodety ighMr. l~aiman Repblian mdest miht hve revet 
the minority from claiming credit for such improvements 
as appear in the bill now under consideration, but courtesy 
requires that we acknowledge with profound appreciation 
what the New York Times has had to say with reference to 
the contribution which the Republican minority has made to 
the measure under consideration. I quote, first, from an 

In this leading and outstanding Democratic newspaper: 
Behidcncurentresluton looking to improvements of thete 

Social Security Act, jointly sponsored in Congress by a Republican 
group, is the story of an interesting experiment. The resolution 
represents a serious effort, after long study, to organize and publicly 
demonstrate an effective opposition technique in this heavily ad-
ministration Congress. It turns on the contribution of Ideas ad-
vantageous to legislation passed by the party in power instead of 
attempts to hamstring, harass, and embarrass. 

The authors of the proposal and devisers, of the technique which 
It is hoped the suggestion will Illustrate and popularize are Sen-
ators VANDENBEnG and TOWNSEaND and Representatives REED and 
JF-.NXXNs-all Republicans. They conferred long, earnestly, and 
often before they made their move. They do not doubt their reso-
lution will be pigeonholed by the majority. But they believe the 
changes they propose In the fundamental mechanics of the Social 
Security Act, being fundamentally sound, will eventually be 
adopted under the auspices of the administration, 

The article goes on to say: 
The four Republicans who composed .the resolution did not rely 

on their own resources or information. They approached the best 
experts they could find, nonpartisan and in favor of social security. 
They accepted numerous suggestions * What the Repub-
lican conferees sought to evolve was a sustained piece of construc­
tive critical work, and they believe they succeeded. They ap-
proached the problem as national, nonpartisan, and economic, too 
worthy to be the abject of a political gesture, and realizing also that 
especially In such a matter, the least politics Is the best. 

The basis of the constructive criticism of the resolution's au­
thors can be summarized as follows: It is most Important to put 
the contributory old-age pension system on a firmn and practical 
footing. It Is not so grounded at present. The full reserve set-up 
Is the flaw, with its eventual accumulation of forty-seven billions 
to be invested in Government 3 percents. 

Any such fund, In the opinion of the Vandenberg group, is sureED 
to be politically used In a democracy, and meanwhile the accumu-
lation rcduces the available revenues for current old-age pensions.
They believe the arrangement doubly penalizes the worker because. 
while exacting a high tax, it deprives him of the present fruits of 
his Investment,.ol 

The sponsors wudeliminate the full reserve requirement of the 
existing law, substituting a Modest contingent reserve, and thus 
release a large share of the pay-roll tax revenue, using the saving
for one of two Purposes. First, to hasten or increase the payment 
of old-age pensions. Second, to reduce the pay-roll tax to 2 percent 
for an indefinite period and avoid the graduated increase for a long 
time, 

After pointing out the Republican opposition to the huge 
reserve, the article concludes as follows: 

It can readily be seen that this is neither sniping nor the old 
political device of trying to dig a hole for the enemy, regardless of 
whether, when he falls in, his good public works, as well as his bad, 

willbe briedwithhimthat 

Now, let us see what Mr. Krock had to say in the Demo-
cratic New York Times on March 28, 1939. with reference to 
the effect of the minority's efforts to amend the Social Se-. 
curity Act: 

CONSRUCIVEPRTISNER~sCITICSM V NW DrT- AWS 
CO~sRPASISAlvE CRESCSM o DAL~su )l~ AWS 

In February 1937 four Republican Members of Congress In~tro-
duced a concurrent resolution looking to Improvements in the so­
cial Security Act * The four Republicans were Senators 
VuwNsEsslc and TowNiEzND and Representatives REED and Jrasqxzes
;* * was remarked in this apace at that time, these Re..*As 

ub:;Icn "approached the problem as national, nonpartisan. and 
eooi, too worthy to be the object of a political gesture, realizing

that lin such a matter the least politics is the bet.' 
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Their concurrent resolution was based as follows:
 
"Ii't Is more Important to put the contributory old-age pension
 sys.tem on a firm and practical footing. It is not so grounded at 

present. The full reserve set-up is the flaw, with Its eventual 
accumulation of 547,000,000.000 to be Invested In governments, at 
3 percenit. Any such fund in a democracy is sure to be politically
used, and meanwhile the accumulation reduces the available 
revenues for current old-age pensions. The present arrangement 
doubly penalizes the worker because, while exacting a high tax. 
it deprives him of the present fruits of his Investment. These 
Republicans proposed elimination of the full reserve requirement,substituting a modest contingent reserve and thus releasing a 
lsarge share of the pay-roll tax revenue. They sought to use the 
saving to hasten or Increase the payment of old-age pensions, or 
to reduce the pay-roll tax to 2 percent for an indefinIte periodand avoid the graduated Increase for a long time. I * 

"Only a part of the suggestions of 1937 have been met by the ad­
ministration, and all the faults of the Social Security Act have by 
no means been marked for remedy. But a large step toward 

law revision which is simultaneously a candid admission of error 
and a cooperative move for businessreory 

(Applause.]
Thtrulwihhaishtwenheaw asrtenI 

etrulwihhaisttwenheaw asrtenI 
was speedily passed for political purposes. Even the slogan
"Social Security," the title of the act, was a catch phrase.
and led every person In distress to believe that at last here 
was legislation that was going to build the Eutopia of which 
he had so long dreamed, but today we are confronted with a 
Practical situation, with a situation of doing what the counl­
try can afford to do in its present economic condition. W 

W 
sought by months of hard labor, In a nonparisan way, co­
operating in every way possible with the majority to perfect
this bill. I say to the membership of the House that while 
there are many shortcomings in the bill, yet It is so superior 
to the original bill, and as it has now been pronounced by 
the Supreme Court the law of the land, that I shall vote to 
pass this measure. I hope also that it will not be so far 
amended by overenthusiastic people as to emasculate the 
Provisions Intended for the benefit of those for whom the 
law was enacted to help.

Mr. CRAWFORD. Mr. Chairman, will the gentleman yield?
Mr. REED of New York. Yes. 
Mr. CRAWFORD. If we have a moment, I think we might 

develop this thought a little bit. At the present time, as these 
tax -remittances are made to the Treasury by Industry, col­
lIcted from the employee and from industry, they go to the 
general fund of the Treasury?

M.RE fNwYr.Ta srgt
fNwYok ht srgt

Mr. CRAWFORD. And they are appropriated out by acts 
of Congress, to be used for the general purposes of the coun­
try, instead of being appropriated out for the purchasing of 
debt obligations previously issued by the G,6verrment. There­
fore the present act calls for the issuance of special obligations 
to which the gentleman has referred. Later on, when the 
recipients of the benefits desire to collect something the Gay­
ermient must go out and tax the people to get the money in 
order to pay the recipIents of the benefits, and while that is 
going on the special obligations are reflected in the debt of 
the Government. 

Mr. REED of New York. That is correct. 
Mr. CRAWFORD. The special debt obligations do not show 

up in the deficit, figured as such, but they do show up in the 
increased debt of the Government. If, instead of following 

procedure, we purchased Federal debt obligations pre­
viously issued, the deficit figure would schow up in a greater 
slim, and might be embarrassing politically, but at the same 
time we would be accumulating as a reserve fund previously 
issued debt obligations incurred in running the Government,
and those debt obligations then would be thrown into the fund 
and the interest which they would accumulate would help pay 
the benefits to the beneficiaries in the subsequent years. As 
I understand the gentleman's quotations from the Brookings
Institute, that is what they recommend, and that is In line 
with the original philosophy of the minority group of the 
WasndM nsCmite
WIsadMasCmite 

Mr. REED of New York. That Is right. 
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Mr. CRAWFORD. I wanted to get that point cleared up.
Mr. REED of New York. We pointed that out from the 

very start, Of course, I do not need to say to this House 
that it is human nature, whenever a legislative body sees a 
vast accumulation of funds in the Treasury, to appropriate 
those funds for other purposes. It is a dangerous procedure.
As I say, this does not correct the situation entirely, but 
it goes a long way in cutting down the large reserve, and 
cutting it down to a reasonable basis of about 3 to 1, or 
sermething l~ke that, 

Mr. SIROVICH. Mr. Chairman, will the gentleman yield? 
Mr. REED of New York. Yes. 
Mr. SIROVICH. I have been very much impressed with 

the statement the gentleman has made, but -the thoug-ht
which has ccme to my mind, and which I would like the 
gentlcman to consider is this: In the year 1970 he states 
that we would have accumulated about $47,003,000,000. 

Mr. REED of New York. That is right, 
Mr. SIROVICH. We will suppose $40,000,000,000 had been 

accumulated. That money could wipe out the complete tax-
exempt securities in which the wealthiest people of the 
country have invested. As I say, the securities are tax. 
exempt, and the money has not gone into business and 
industry, and if an amendment could be offered to the 
secial-security bill that the $1,800,000,000 that we have now 
received thus far, and every year, should be utilized for the 
retirement of tax-exempt securities, then the Government 
would retain the interest, and this money would ba forced 
into private industry and would tend to employ the army of 
unemployed. What about that? 

Mr. REED of New York. Let me tell the gentleman what 
would happen in that event. All you would have accumu-
lated are just these 3 percent I 0 U's, and the money in 
the meantime collected would have been spent. Let me ask 
the gentleman a question: Did the gentleman vote the other 
day for the bill to remove the partition and permit the 
Government to issue $15,000,000,000 or more of long-term
bonds in lieu of short-term notes? 

Mr. SIROVICH. I do not think I was here at the time. 
Mr. REED of New York. The gentleman's side passed

that bill and there is nothing now to prevent the 'Treasury 
from issuing $15,000,000,000 more of tax-exempt securities, 
which the majority has been condemning so much. 

Mr. SIROVICH. Could we today offer an amendment at 
the proper place that all of this money that is obtained for 
old-age security and old-age assistance should be utilized 
only for one thing now and that the retirement of tax.. 
exempt securities? 

Mr. REED of New York. I am not so sure whether you 
can do that or nwt. I do not mean to be short with the 
gentleman from New York, but of course there is a consti-
tutional question involved. It is very~serious, 

Mr. HINSHAW. Mr. Chairman, will the gentleman yield?
Mr. REED of New York. I yield. 
Mr. HINSHAW. In questioning another member of your

committee the other day I learned that the funds to be 
raised by this taxation of the employer and employee are 
used exclusively for the purpose of paying benefits to the 
contributing employees when they reach retirement age.
Is that correct? 

Mr. REED of New York. Will the gentleman state that 
question once more, please? 

Mr. HINSHAW. That the funds raised through the 1-
percent tax on employer and employee are to be paid 
through the trust fund exclusively for the benefit of those 
who habve contributed to the fund-that is, the employees 
who have contributed to the fund. and for no other purpose.
Is that correct'? 

Mr. REED of New York. That is what we plan. 
Mr. HINSHAW. Is there any tax Plan set forth in the 

bill that would provide for the other payments that are 
authorized by the bill, such as old-age assistance and aid to 
the blind, and so forth? 

Mr. REED of New York. No. 
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Mr. HINSHAW. Then payments for th~ Purposes come 

out of the Federal Treasury? 
Mr. REED of New York. They come o=t of the Federal 

Treasury.
Mr. HINSHAW. Or Federal deficit, shnal we call it? 
Mr. REED of New York. General taxes. 
Mr. HOLMES. Mr. Chairman, will the gentleman yield?. 
Mr. REED of New York. I yield. 
Mr. HOLMES. I want to make an observation along the 

line of that made by our colleague, Dr. Sinovicir. Why
should the suggestion be made that thiis smza2 group of about 
one-quarter or one-third of our population viso contribute to 
this pension fund-I mean employers and cip~oyees-should
alone be the ones who should assume the burden of this whole 
tax when there are ntllions of professionel men--doctors, 
lawyers, and men of wealth-who do not contribute in any
shape or manner to this fund? If we are going to retire 
this buz.e sum of bdllions of dollars It sho--d be by all the 
people, because it is their obligation and nrt this particular 
group of manufacturers and employees wha should be called 
upon to assume all the burdens of wiping out this tremendous 
bonded indebtedness. 

Mr. REED of New York. I thank the rentleman for his 
observation. 

Mr. BROWN of Ohio. Mr. Chairman, will the gentleman 
yield? 

Mr. REED of New York. I yield. 
Mr. BROWN of Ohio. As an employer I would like to ask 

the gentleman this question: When this law became operative
originally a contract was made between the Government and 
some of my employees stating that those emrployees would be 
paid a certain amount upon retirement, or in case of their 
death their estates would receive a certain amount. This 
bill. I notice, changes those payments entireTZy. Is that true? 

Mr`EE f e York. It does. It changes the contract 
that was entered into. It modifies It consi ~bly.

Mr. BROWN of Ohio. It changes the ccnttract which was 
made, under which these men have paid in their money as 
employees and under which contract I have paid in as 
employer? 

Mr. REE of New York. The original conception and 
philosophy of thi's bill was this, and it so went out to the 
country, and workingmen and employers believed It: That 
every person who paid a pay-roll tax lookirg forward to old-
age benefits would be assured of one thing-that he would 
get all the money back that he pa~d in, plau interest. 

Mr. BROWN of Ohio. And under this law he will not, if he 
dies before he reaches 65? 

Mr. REE of New York. That is traa- It has been 
modified. 

Mr. BROWN of Ohio. And there Is a direct damage and 
injury to a number of men in the higher brzckets; is that not 
true? 

Mr. REED of New York. Yes; that Is trai_ 
Mr. BROWN of Ohio. Let me ask the gentleman one other 

question. What is there to prevent this Cc-ngress or a Con­
gress 10 or 20 years from now from changing this law entirely
and taking away further benefits that the =aen are supposed 
to receive from the money they have paid in? 

Mr. REED3 of New York. Not one thing, because one Con­
gress cannot bind another. It Is simply the conscience of the 
sovereign. 

Mr. BROWN of Ohio. And, of course, grrernmental con­
tracts no longer hold in the United States znder our present 
Court? 

Mr. REED of New York. That Is corredc. 
Mr. MILLER. Mr. Chairman, will the gmatleman yield? 
Mr. REE of New York. I yield. 
Mr. MILLER. I would lie to call the gentleman's atten­

tion to page 95. I notice the bill carries this provision: That 
the Federal Government will pay an a-mount, which shall be 
used exclusively as aid to the blind, equal to one-half of the 
total of the sums expended during such quarter as aid to the 
blind under the State plan, and so forth,, not counting so 
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much Of such expendittire with respect to any Individual for 
any month as exceed.-, $30. In other words, it leaves the 
blind with a $30 limitation, while we are giving the old-age
pensioners $40 at 65 years. 

Mr. REED of New York. Yes. 
Mr. MILLER. Does it not seem that a blind person should 

be entitled to the same amount as the aged receive? 
Mr. REED of New York. Of course; that is the danger of 

late amendments to a bill-not going through and correcting
all discrepancies. I assume there will be some effort made 
on the floor to equalize some of the inequalities. [Applause.]

Mr. Chairman, I yield back the balance of my time. 
Mr. DOUGHTON. Mr. Chairman, I yield the remainder 

Of my time to the gentleman from Tennessee [Mr. CoorERi. 
The CHAIRMAN. The gentleman from Tennessee is 

recognized for 37 minutes. 
Mr. COOPER. Mr. Chairman, the Social Security Act,

approved on August 14. 1935, is the greatest piece of social 
legislation ever enacted at any one time in the history of this 
or any other country in all the world. Many of the leading
countries of the world have programs for social security.
Most of those programs have been built up over a period of 
years, in some instances as many as 20 years being necessary 
to build up the program. They would provide for one phase
of it, perhaps old-age pensions, and later they would provide
for unemployment compensation, and so on; but this is the 
first country in the history of the world that ever adopted a 
rounded-out program for social security at one time. 

It was my privilege to be a member of the subcommittee in 
1934 that gave considerable time and attention to a part of the 
program embraced in the present act. It was also my privi-
lege to be a member of the subcommittee which did most of 
the work in the drafting of the present Social Security Act. 
It Is a little difficult for us sometimes to fully understand 
statements and charges made here on the floor, especially by 
some of our friends who cannot resist the temptation to be 
just a little partisan now and then, and to hear the statements 
made that this bill was sent up from the other end of the 
Avenue, and that it was hastily enacted by Congress. Now, 
as one who is in a position to know something about the real 
facts, I want to say to you that I have never known any meas-
ure that received more careful, thorough, and painstaking
consideration by a standing committee of the Congress, or a 
bill more of which was actually written by the committee than 
the present Social Security Act. [Applause.] To those of us 
who labored so long and so hard in the drafting and the 
enactment of this legislation, the surprising thing has been 
that the program has succeeded to the remarkable extent that 
it has and that it has worked so successfully,

Let us bear in mind that we were plowing new ground, 
There were no precedents in this country to guide us and few 
precedents in other countries of the world, because, after al, 
we have a decidedly different situation in this country to 
what they have in most of the other countries of the world,
We realized at the time that, although we were doing the 
best job we could, further amendments would be neces-
sary and changes in the light of experience would be found 
to be expedient and advisable. This legislation has been 
considered all the way through, In 1934, in 1935, and the 
pending bill, on a nonpartisan basis. There has been no 
partisanship manifested by members of the committee dur-
ing the consideration of this measure; and as one of the 
majority members of the Ways and Means Committee, I am 
glad to acknowledge our debt of gratitude to the minority,
members of the committee who have cooperated with us 
and assisted so much in the consideration of this important
legislation. [Applause.) We are also indebted to Mr. Rice, 
of the drafting service, and the members of the staff, and 
the Chairman of the Social Security Board and his very
efficient corps of workers who have worked with us and 
assisted us all the way through in the consideration of this 
legisiation.

This legislation stands today as a great tribute to the 
foresight and the wisdom of that great humanitarian, that 
man whose heart beats in tune with the Interests and the 
welfare of the masses of our people, our great President of 
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the United States, Franklin D1. Roosevelt. [Applause.]
This program was the outstanding objective of Mr. Roosevelt 
during the second 2 years of his first adiistration. The 
present Social Security Act passed the House by a vote of 
372 to 33 and passed the Senate by a vote of 77 to 6. 

The Social Security Act, which contains substantially the 
provisions for insurance as was reported by the Ways and 
Means Committee, has been sustained by the Supreme Court 
of the United States in three different cases. 

The enactment of the Social Security Act marked a new 
era in this country. For the first time the Federal Govern­
ment accepted the responsibility of providing a systematic 
program of protection against economic and social hazards. 
The first part of the program Is designed to reduce future 
dependency. The second part of the program is designed
and Intended to relieve existing needs. The first part of the 
program provides for a Federal system of old-age insurance 
and for a Federal-State program for unemployment compen­
sation. The second part of the program provides for grants 
to States for a program of aid to the needy aged, for de­
pendent children, for needy blind, as well as providing for 
assistance to public health, maternal and child welfare, and 
other similar types of assistance. 

Mr. SHORT. Mr. Chairman, will the gentleman yield at 
that particular point? 

Mr. COOPER. I yield. 
Mr. SHORT. I Just wondered, the gentleman from Ten­

nessee, who has studied this matter so thoroughly, if he can 
tell the Committee why no assistance is included for helpless
cripples? 

Mr. COOPER. I am glad the gentleman asked that ques­
tion because he and the membership of the House are en­
titled to an explanation on that point. The Social Security
Board recommended the inclusion of a provision for total 
permanent disability cases at some time in the future. It 
pointed out, however, that not only would a large additional 
amount of expense be Involved, but they stated that, in their 
opinion, it would probably require a year or 2 years to be able 
to work out a proper program for its adm'inistration. Your 
committee, therefore, In view of that information from the 
Social Security Board, decided not to Include a provision In 
this bill for total and permanent disability cases. 

Mr. SHORT. But I am sure that the gentleman from Ten­
nessee will agree with all of us that a person with two legs 
off, or two arms off, is just as helpless, and as much in need. 
and as deserving of assistance as a person 60 or 70 years of age.

Mr. COOPER. There Is no question about the desirability
of trying to take care of cases of that kind. There is no 
doubt about all of us being interested and anxious to do all 
we can along that line. 

MrSHR.IthSoileciyBadttisim 
Mr.n asHORT. Is thes procial, Secrit Board at thes timor 

makie Cngraestuyos hspormadhnwlhyrpr 
toth COOngRess? oil euiy BadI oniun t 

Mrud.COOPER Tfcus,nehe Social Security Aor iratsdsctinuin 
stdadofcuenerheSilScrtyAtsdate
and passed, the Social Security Board is required to continue 
Its study on all phases of social security and make reports 
to the Congress,

Mr. SHORT. I hope they will soon report favorably In 
the matter of assistance to these helpless eripples, 

Mr. DUNCAN. Mr. Chairman, will the gentleman yield?
 
Mr. COOPER. I yield.

Mr. DUNCAN. Along the line of the Inquiry by the gentle­

man from Missouri I Will ask the gentleman from Tennessee 
if there Is not included in the bill a provision for vocational 
rehabilitation to take Care of the type of people referred to 
by the gentleman from Missourt? 

Mr. COOPER. That is true. Of course, under the present
Social Security Act there Is provision made for the Federal 
Government to make grants-in-aid to the States to care for 
people injured in industry and otherwise and to provide re­
habllitations for them. In this bill we increased the amount 
of the Federal grant by $1,000,000.

Mr. SHORT. But that is confined to thos injured in 
Industry? 
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Mrf. COOPER. That Is a program that has been going on 

for years. That particular appropriation has been increased 
by a million dollars. 

Mr. DUNCAN. This applies not only to those injured In 
Industry but to those injured otherwise? 

Mr. COOPER. That is true. 
Mr. GWYNNE. Will the gentleman yield? 
Mr. COOPER. I yield to the gentleman from Iowa. 
Mr. GWYNNE. There seems to be some question about 

the employees of corporations under section 101. Is it the 
gentleman's understanding that an employee or an offcer of 
a corporation under section 101 who receives no payment is 
not included? 

Mr. COOPER. That Is true. 
Mr. GWYNNE. That is the proper construction? 
Mir. COOPER. As I endeavored to reply to the gentleman 

from Nebraska [Mr. STEFAN] when he asked a similar ques-
tion yesterday, I will say to the gentleman from Iowa that 
he nor any other Member of the House Is more interested and 
more anxious about that being taken care of than those of 
us on the committee. We certainly did everything we could 
and we received the assurance that the provisions of this bill 
takes care of that situation, 

Mr. MILLER. Will the gentleman yield? 
Mr. COOPER. I yield to the gentleman from Connecticut. 
Mr. MILLER. Referring back to the question asked by the 

gentleman from Missouri, if the administration would take 
the broadest possible interpretation of the act, can it not do 
a great deal under the vocational rehabilitation, by construc-
tive work, for the so-called crippled and disabled? 

Mr. COOPER. That Is true, 
Mr. MILLER. May I add a further thought. The worst 

thing that could happen Is to tell a person who is crippled 
that he is on the shelf for life. I would rather spend $10 to 
rehabilitate that man than to pay him a pension of $10 and 
retire him. 

Mr. COOPER. That Is true. The gentleman will remem-
ber that this Is a State program. It is a State-administered 
program. The Federal Goverrnment makes grants-in-aid to 
the States to carry forward the rehabilitation program. We 
are increasing the amount of money or the authorization by 
the Federal Goverinment to the extent of a million dollars in 
the pending bill. 

Mr. MILIXER. In some States there seems to be a misun-
derstanding as to what rehabilitation of the disabled means, 
and some of the money expended in the States, it has been 
ruled by the Board, is not rehabilitation. I realize it cannot 
be included in the act. 

Mr. COOPER. The gentleman knows that Congress can-
not enact a law and administer it too, but we are including 
a provision to enable the States to give greater assistance 
along that line, 

Mr. CRAWFORD. Will the gentleman yield? 
Mr. COOPER. I yield to the gentleman from Michigan. 
Mr. CRAWFORD. If the States fully comply to the limiti 

and go along with the million dollars to which the gentleman 
has referred, what will the total sum amount to? Can the 
gentleman give us that figure? Suppose the States fully 
comply, 

Mr. COOPER. I cannot give the gentleman the amount 
to the penny, 

Mr. CRAWFORD. Rogbly. 
Mr. COOPER. We are appropriating S1,900,000, approxi-

mately, at the present time. This bill increases It by a 
million dollars. which will make very close to $3,000,000. 

Mr. CRAWFORD. Does the gentleman know what the 
Stats ae cntrbutng tothe$1,00,00?ithrefeenc 

Mr. COOPER. I do not have those figures before me. The 
gentleman from New York [Mr. R~zzl, who has been vitally 
interested In this matter for Many Years. made a very able 
speech day before yesterday on that particular subject. 

Mr. CRAWFORD. I thank the gentleman, 
Mr. DINGELL. Will the gentleman yield? 
Mr. C00PER I yield to the gentleman from Michigan. 
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Mr. DINGELL. I think if the gentleman from Michigan 

[Mr. CPAwFORD] will refer to page 31 of the report. he will get 
the entire answer to his question. 

Mr. COOPER. In tbis connection permit me to say I 
really believe the report presented by this committee on the 
pending bill is one of the best I have ever seen since it has 
been my privilege to serve here. I think it would be to the 
interest of every Member to study and preserve the report. 
We have labored for a long time to try to make it as corn­
plete as possible, and I think we have made considerable 
contribution along that line. [Applause.] 

Mr. TREADWAY. Will the gentlhman yield?
 
Mr. COOPER. I yield to the gentleman from Massachu-.
 

setts. 
Mr. TREADWAY. I assume that the gentleman is speak­

ing of both parts of the report, including the minority 
views? 

Mr. COOPER. I am glad to include the entire report, both 
the report accompanying the bill and the minority, views 
filed with it. 

Mr. TREADWAY. Irthank the gentleman. 
Mr. COOPER. Mr. Chairman, as I was trying to point out 

a few moments ago, it was realized at the time the Social 
Security Act was passed that changes and amendments would 
have to be made in the future. When you are dealing with 
a program as far-reaching and as important as this, it isa 
humanly impossible to bring about that degree of perfec­
tion in the drafting of legislation of this type that we may be 
encouraged to believe will withstand all possible future tests. 
So it was recognized at the time the Social Security Act was 
passed that changes would be found necessary, and the pro­
vision is included in the present act providing that the Social 
Security Board shall continue to study, make investigations, 
and report to Congrc&'~. its recommendations for changes and 
improvements in the act in the light of its experience. 

Last year an advisory council was appointed, composed of 
many of the outstanding men of this Nation, men like Mr. 
Swope, of General Electric; the head of United States Steel; 
Mr. Fuller, of the Curtis Publishing Co.; and many other out­
standing industrialists of the Nation;, also outstanding labor 
leaders of the. country, including Mr. Matthew Woll, vice 
president of the American Federation of labor; a representa­
tive of the C. I. 0.; and other outstanding representatives of 
the workers of the country; and a very distinguished group 
of outstanding men who represented the general public, in­
cluding Dr. Brown, of Princeton University, who served as 
chairman of the group. 

Then the Social Security Board made Its report and the 
President of the United States transmitted this report to the 
Congress. The report of the Advisory Council and the Social 
Security Board was the basis upon which your committee 
worked out the amendments which are presented to you In 
this pending bill. 

Full and complete hearings were held on this subject. 
Forty-eIght days of time was devoted to those public hearings. 
They began on February 1 and closed on April '7. Twenty-
five hundred pages of testimony are included in the printed 
hearings. One hundred and sixty-four witnesses appeared 
during that time. The committee devoted 6 weeks of almost 
solid time in executive session to preparing the pending bill 
after the public hearings were closed. This bill embraces the 
amendments to the present Soc!.%l Security Act.

If I may have your indulgence for a few moments longer,
I would like to take up and endeavor to discuss a little more 
in detail some of the outstanding, amendments Included In 
this bill and changes made in the present Social Security Act. 
Frt hudlk oivt oratnint h atro 
taxes. This bill affords more tax relief to the people of this 
country than we can hope to give them in any other measure 
that can be enacted by this session of the Congress. [Ap­
plause.] 

Mr. McCORMACK. Mr. Chairman, will the gentleman 
yield? 

Mr. COOPER. I yield to the gentleman from Massachu­
setta. 
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Mr. McCORMACK. In connection with the recommenda-

tions of the Advisory Council, William Randolph Hearst ap-
Pointed a committee to make an investigation, called the 
Nonpartisan Social Security Commission, consisting of Sen-
ator James J. Davis, Henry I. Harriman, Samuel W. Reyburn,
William J. Graham, Dr. Herman Feldman, Dr. Richard A.
Lester, and Mlerryle Stanley Rukcyser. Their recommenda-
tions, as far as contribuzcry annuities are concerned, are 
substantially along the lines of the recommendations of the
Advisory Council and along the lines of the present bill as this 
committee has reportedi It 

Mr. COOPER. The gentleman is correct. 
If I may refer at this time to an additional item, we have

heard considerable discussion about the old-age insurance 
reserve fund. We have heard some words used thlat I regret
to hear used In connection with it, with respect to its being 
a system involving the use of I 0 U's, and so on like that,
The Social Security Act, the law passed by Congress, requlires
that these special obligations shall yield 3 percent interest 
for this fund. Of course, the money coming in from the pay-
roll taxes is to be invested in these special obligations. The 
Treasury Department has followed the word and the letter
of the law in that respect. This Advisory Council, composed
of some of the c'jtstanding men in the Nation, included as a 
part of their report a description of the use of this fund, and 
Iwish to read two short sentences from the report:
Ih ntdSae rauyuestemny elzdfo h 

issuance of these special securities by the old-age reserve account 
In the same manner as It does moneys realized fromth sale o
other Government securities. 

This matter has been handled the same as all other funds 
of a similar type and character. The retirement fund for
civil-service employees and the fund for the soldiers' insur 
ance, as well as various other funds, have been handled in 
exactly the same way, under administrations of both politi-
cal parties, as has this fund for old-age insurance. 

I invite your attention to the closing sentence of this report:
The members of the council-
This is the Advisory Council-

regardless of differing views on other aspects of the financing of
old-age Insurance, are of the opinion that the present provisions
regarding the Investment of the moneys in the old-age reserveaccount do not involve any misuse of these moneys or endangerthe safety of these fuds 

As I indicated a moment ago, I should like to invite your 
tattentio buriefl toeyar14 billwithresec withe proviion of this 

taxs.he urig pope o ounry ieear190 te ths 
pay about $580,000,000 less in taxes than they would hav 

to pay under the present act. 


For the ensuing 2 years they will pay about $1,130,000,000
less in taxes than they would have to pay under the present
act. The total savings will amount to approximately
$1,710,000,000. 

The old-age Insurance tax has been frozen at 1 percent 
on the worker and 1 percent on the employer for the 3 
years 1940, 1941, and 1942, as against the 1l'/z-percent rate 
on each employer and employee under the present act. 
This will save employers and workers about $275,000,000 In 
1940, or a total of about $825,000,000 in the 3 years.

Provision is made so the States may reduce their unem-
ployment insurance contributions, if a certain reserve fund 
has been attained and minimum benefit standards have been 
provided. All except about five States of the Union will be
able to take advantage of this change during 1940. This 
may save employers from $200,000,000 to $250,000,000 during
1940 if the States reduce their contribution rates from an 
average of 2.7 percent to an average of 2 percent.

only the first $3,000 an employer pays an employee per 
year is taxed under the unemployment compensation pro-
vision. This is already true In the case of old-age insurance,
This will save employers about $65,000,000 a year.

provision Is also made for refunds and abatements to 
employers who paid their 1936 and 1937 and 1938 unemploy-
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ment compensation contributions late to the States. This
will save employers about $15,000,000. 

Therefore, the aggregate of these items. as I indicated a 
moment ago, will amount to a saving to the taxpayers of thle 
country of about $580,000,000 during the year 1940, and for 
the next 3 years a total saving of about $1,710,000,000. This
is much more substantial tax relief than we can possibly hope
to give to the people of this country under any other legisla­
tion that we can pass at this session of the Congress.

Mr. JENKINS of Ohio. Mr. Chairman, will the gentleman
yield? 

Mr. COOPER. I yield. 
Mr. JENKINS of Ohio. I appreciate what the gentleman 

says, and I think it is a very fine showing. I wonder if the 
gentleman is going to show in his speech how much wider 
we have made the distribution. If the gentleman does not 
have the time or is not going to do so, I may say that I have 
not been able to find that set out by itself in the report, and 
I believe it would be a veryr fine thing if it were stated, If 
the gentleman has such information. It would not, of course. 
be fair to tell this House you are going to save that much 
money, because we are going to spread It cut over a wider 
base and spend a great deal more than we are going to spend.

Mr. COOPER. Of course, you have to spend more money,
especially for old-age Insurance during the earlier years of 
the program, but we will save money in the later years, sothat over a period of 40 or 45 years It is estimated it winl 
come out about the same as the present programn would 
Cost Us. 

Mr. HOLMES. Mr. Chairman, will the gentleman yield? 
Mr. COOPER. I Yield to the gentleman from Massachu­

setts. 
Mr. HOLMES. I understand the gentleman to say that 

the annual contribution on the part of the employee and 
employer has been fixed at 1 percent.

Mr. COOPER. Yes; that is true. 
Mr. HOLMES. Has the gentleman any estimate of how 

much revenue that tax will bring into the Treasury?Mr. COOPER.. I do not have the figures immediately be­fore me as to the yield of the present 1 percent, but by
freezing at the present 1 percent and not allowing it toincrease next year to 1 /2 percent on employers and em-

I thsaigIavincteofbut270000
poes h aigIhv niae faot$7,0,0will be n~ade by reason of not allowing the increase to go 
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if the Treasury did not file with the committee the total 
amount of the yield during 1938 on that 1 percent basis.

Mr. COOPER. Oh, yes; those figures appear in the hear­
ings. I just do not happen to have them immediately before 
me at the moment. 

Mr. HOLMES. Are they in the report?
Mr. COOPER. Yes; they are In the report, too. 
Mr. MOTT. Mr. Chairman, will the gentleman yield?
Mr. COOPER. I yield to the gentleman from Oregon.
Mir. MOTTl. Will the gentleman clear up the matter re­

garding the use of this pay-roll tax by the Government? 
The gentleman heard the gentleman from New York state 
that under the present system the Government is giving the 
Security Board its I 0 U's. and that when the time comes 
to pay these pensions it will mean that a tax will have to 
be levied again. Will the gentleman point out, if he can,
wherein the statement of the gentleman from New York in 
that respect is incorrect? 

Mr. COOPER. I endeavored to point out a few moments 
ago by quoting from the Advisory Council that this fund has 
been used just the same as all other similar funds handled 
by the Government, and that Is true. 

Now, let me further state to the gentleman, what practical
difference does it make? These taxes are paid in by the 
employers and employees. The Government receives that 
money in the Trcasury. The Government has certain ex­
penditures to make and certain obligations to meet. What 
Is the practical difference between levying a tax upon the 
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people now to raise all the money that the Federal Govern-
ment has to have or In using this money and paying interest 
on it; and if need be, levying taxes later to replace that 
money? 

From a practical business standpoint I1am unable to see 
how there is any ground for any great alarm or disturbance 
on that point, 

Mr. MOTT. If the gentleman is asking me, I see a great
deal of difference, but that was nct my question.

Mr. COOPER. And this is not the proper time for us to 
get into a prolonged argument about that. 

Mr. MOTT. The question I am asking the gentleman is 
whether or not the statement of the gentleman from New 
York is correct that we levy this money twice in order to pay
these old-age pensions? We levy it once through the pay-
roll tax, we spend that for general governmental purposes,
and then we levy it again by general taxation. Is that cor-
rect or not? 

Mr. COOPER. No; I do not think so. We levy this tax 
and we provide this fund and it is held by the Government. 

Mr. MOTT. No; it is spent by the Government. 
Mr. COOPER. Just a minute, if I may continue. We levy

this tax, we collect this money, and it is held by the United 
States. Now, the United States Government uses that money
just like it uses any other money, and issues its special obliga-
tions to this particular fund, and they are held in this fund. 
The fund is just as solvent; it is just as sound as the Govern-
ment itself. Now, what is the difference between raising taxes 
or providing revenue in the future to take care of these spe-
cial obligations than it would be for any other bond or oblliga-
tion issued by the Government? 

Mr. MURDOCK of Arizona. Mr. Chairman, will the gentle-
man yield? 

Mr. COOPER. I yield to the gentleman from Arizona. 
Mr. MURDOCK of Arizona. I am very much interested in 

the gentleman's comment that the tax for 1936, 1937, and 
1938 had been taken care of from smie of those who paid their 
taxes to the State too late. It has come to my attention that 
this rather complicated legislation carried such heavy pen-
alties as to work an injustice on certain taxpayers in its begin-
ning years of operation. Some taxpayers at first paid, or 
offered to pay, too late and were themselves not to blame. 

Mr. COOPER. Too late to get credit, 
Mr. MURDOCK of Arizona. The gentleman found, did he 

not, that there were a great many that were in that predica-
ment-men who were not at fault, but who had failed to syn-
chronize these two laws, one law on the part of the Federal 
Goverrnment, and one on the part of the State, so that such 
taxpayers found themselves delinquent, so to speak, and 
under heavy penalty? I think the gentleman's committee has 
done wisely and acted ju';tly In showing this proper attitude 
toward struggling businessmen. They want to do the right
thing in paying these taxes and I congratulate the committee 
upon this fair provision. 

Mr. COOPER, I appreciate the gentleman's statement, 
Of course it was shown to us that a considerable number of 
people had been caught in this kind of a situation. I have 
no doubt that many of them were worthy and deserving and 
there may have been some who were not quite so worthy and 
deserving, but we have given the relief, we have at least given
them a fresh start, an Opportun~ity to move along from this 
point. 

Mr. BROOKS. Mr. Chairman, will the gentleman yield?
Mr. COOPER. Yes. 
Mr. BROOKS. I think the gentleman IS Making a very

learned discussion of this bill. There is one Phase of it, how-
ever, that perhaps the gentleman has touched upon to some 
extent, but it is something I believe that all of us are much 
interested in, and that is the question of the wider distribu-
tion of old-age pensions. Will the gentleman explain to the 
House whether or not the new set-up is going to give a wider 
distribution of the funds either to cover families or old people 
in this country not covered at the Present time? 

Mr. COOPER. Does the gentleman have reference tb old-
age assistance In title I. commonly called old-age pensions, 
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or does he refer to old-age benefits under title II, commonly
referred to as old-age annuities? 

Mr. BROOKS. Old-age pensions. That question has 
arisen and it has been discussed on the floor, but I have not 
heard a satisfactory answer up to the present time. 

Mr. COOPER. Of course my time is almost exhausted 
and I cannot enter into a lengthy discussion of that at this 
time except to say that the pending bill continues the pres­
ent. arrangement whereby the Federal Government will match 
dollar for dollar what the State puts up for old-age pensions, 
except this do~es increase the limit from $15 to $20, or a 
total of from $30 to $40. 

Mr. WHITE of Ohio rose. 
Mr. COOPER. I am sorry, but I have only a little mare 

time remaining and I was hoping to cover some other phases
of the bill. We have liberalized considerably the provisions
of the Social Security Act, especially with reference to old-
age insurance, and we now include in this bill provisions for 
the wives of these annuitants, and we also make provision
for children, also for widows and orphans. It has been con­
siderably extended so as to take in this adidtional group of 
people so that we may in effect say that we now have under 
the provisions of this bill a program on a family basis, and 
we will take care of these people who will need this assistance 
because of the loss of the father or the husband and the loss 
of the pay and wages that he has been bringing into the 
family. 

I would like to here show more In detail some of the addi­
tional benefits provided. 
suo ARy ouurLI-E OF BENErr PROVuOiNS UNDER THE REVISED FED­

-RAL OLD-AGE Aim Su .TivoRW IIIsuRxcz PLAx
 
A. EFFECTIVE DAME JANUARY 1, 1940
 

13 OLD-AGE RETI1REXENTr BENEFITS
 
1. Old-age benefit: Each Insured Individual who has 

reached the age of 65 is eligible to receive a monthly primary
(old-age) insurance benefit determined as follows: 

(a) A basic amount computed by applying 40 percent of 
average monthly wages up to the first $50, plus 10 percent of 
average monthly wages in excess of $50. 

(b) Such amount to be increased 1 percent for each year
of coverage ($200 or more wages). 

2. Supplement for wife: In addition, the wife, aged 65 and 
over, of an individual entitled to primary insurance benefits 
is eligible for a supplement of one-half of the primary old-
age insurance benefit, or her own benefit, whichever is larger.

3. Supplement for children: In additirn, each individual 
entitled to primary insurance benefits is eligible for a supple­
ment of one-half of the primary insurance benefit for each 
child under the age of 16, or 18 if regularly attending school. 

C.SURVIVORS'V NF2 
1. Widows' old-age insurance benefits: 
(a) Lump-sum payment: A lump-sum benefit equal to six 

times the monthly primary insurance benefit is payable to 
the widow, irrespective of age, upon the death of her fully
insured husband. 

(b) Monthly benefits: Each widow of a fully Insured indi­
vidual is also eligible when she attains age 65 (1) for a 
monthly benefit equal to three-fourths the primary insur­
ance benefit (beginning at age 65, or 6 months after her 
husband died, whIchever Is later) or (II) her own primary
old-age insurance benefit, if larger.

2. Orphans' monthly Insurance benefits: Each insured in-
dividual's dependent orphan (up to 16 or 18 if regularly at­
tending school) is eligible for an orphan's benefit equal to 
one-half of the primary Insurance benefit of the deceased 
parent, 

3. Benefits to widows with children: 
(a) Lumnp-sum payment: A lump-sum benefit equal to six 

times the monthly primary insurance benefit is payable to 
the widow upon the death of her Insured husband. 

(b) Current monthly insurance benefit: A widow of an in­
sured individual who has in her care one or more children 
also Is eligible for a monthly benefit-beginning with the 
sixth month after the death of her husband-of three­

-fourths the primary insurance benefit until she dies, rerma ­
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ries, or the children reach 16--or 13 if they are attending
school regularly, 

4- Prens, nsuanc beefis: Uon he eat ofa flly4. Prens'beefis: he eat ofa fllynsuanc Uon 
Insured individual who leaves no widow or child under 13 
(a) a lu1MP-sum. benefit equal to six times the primary in-
surance benefit is payable to a surviving parent wh a 

whll dpedet po te ecasd nd(buo reahoing
wholy dpenentupo th deeasd ad () uon eacing

age 65--or 6 months after the month in which such indi-
vidual died, whichever is later--a monthly benefit equal to 
one-half of the primary old-age insurance benefit Is payable 
to each such parent.55.Lump-sum funeral benefit: Upon the death of an in-
sured individual who leaves no widow, no child under 18,
and no wholly dependent parent, a lump sum of six times 
the monthly primary insurance benefit is payable for the 
funeral expenses of the deceased. 

D. 55INIMVM AND MAXIMUM SENE Sand 


The minimum benefit payable shall be not less than $10 

per month. The maximum benefit payable shall be not 
more than double the primary insurance benefit, 80 percent
of average wages or $85, whichever is the smallest, 

Your committee, after 4 months of hard work, has 
brought you a bill that we sincerely believe is in the interest 
of the People of this country and one that we feel is worthy

of (Aplaue.]basedyur sppor.of (Aplaue.]theyur sppor.
The CHAIRMAN. The time of the gentleman from Ten-

nessee has expired. All time has expired,
Mr. DOUGHTON. Mr. Chairman, I ask unanimous consent 

that the bill may be read by title rather than by sections. 
The CHAIRMAN. The gentleman from North Carolina 

asks unanimous consent that the bill be read by title rather 
thanby ectonsobectonnecessary.Is herthanby ectins.Is tereobjetio?

Mr. TREADWAY. Mr. Chairman, as far as the minority 
Is concerned, we are agreeable to reading the bill by title, 

The CHAIRMAN. Is there objection? 
There was no objection.
The CHAIRMAN. The Clerk will read, 
Mr. TERRY. Mr. Chairman, I make the point of order that 

there is no quorum present. 
The CHAIRMAN. The gentleman from Arkansas makes the 

point of order that there is no quorum present. The Chair
willcout. [ftecontin.] ne hndrd ad twntyone
willcout.contin.][fte ne hndrd ad twntyone

Members present, a quorum. 
Mr. JENKINS of Ohio. Mr. Chairman, I rise to a parlia-

mentary inquiry. 
The CHAIRMAN. The gentleman will state it. 
Mr. JENKINS of Ohio. I make the inquiry just as a matter 

of information, because several people have come to the desk 
inquiring as to where they may offer their amendments. This 
is true, is It not, that the bill will be read from the first page 
over to title II, at the end of Page 5, and anyone wishing to 
offer an amendment that is germane to any portion of the bill 
up to that place will be permitted to offer it at the conclusion 
of the reading of that portion of the bill, if he can get recog-
nition from the Chir 

The CHAIRMAN. The gentleman from Ohio is entirely
corrct.TheClekwil rad itl L 
corrct. he tite LInsertlerkwillrea 


The Clerk read as follows: 

Be it enacted, etc., That this act may be cited as the "Social 

Security Act Amendments of 1939." 
TrTLE I-AMENDMENTS TO TI1TLE I 0OFTHE SOCIAL SVCIYRITT A.CT 
SmC. 101. Section 2 (a) of the Social Security Act is amended to 

read as follows: 
"(a) A State plan for old-age assistance must (I) 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 participation by the State; (3) either provide for the 
establishment 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 for old-
age assistance Is denied, an opportunity for a fair hearing before 
such State agency; (5) provide such methods of administration 
(other than those relating to selection, tenure of office, and coin-
pensation of personnel) as are found by the Board to be necessary
for the proper and efficient operation of the plan; (6) provide that 
the State agency will malke such reports, in such form and con-
tainin bel information, as the Board may from time to time 
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require, and comply with such provisions as the Board may from 
time to time find necessary to assure the correctness and verifies­
tion of such reports; (7) effective July 1, 1941, provide that theState agency shall, in detcrmining need, take into consideration 
any other income and resources of an Individual claiming cid-age 
assistance; and (13) effective July 1, 1941, provlde safeguards which 
etrict the use or disclosure of lnormation concerning applicants

and recipients to purposes directly connected with the administra­
tion of old-age assistance." 

SEC. 102. Effective January 1, 1940. section 3 of such act 18 
amended to read as follows: 

"PATMEN TO STATES 
"SEc. 3. (a) From the sums appropriated therefor. the Secretaryof the Treasury shall pay to each State which has an approved

plan for old-age asmistance, for each quarter, beginning with the 
quarter commencing January 1, 1940. (1) an amount, which shall 
be used exclusively as old-age assistance, 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 needy Individual 
who at the time of such expenditure Is 65 years of age or older 

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 $40. and (2) 5 percent of such amount, which shall be
 
used for paying the costs of administering the State plan or for
 
old-age assistance, or both, and for no other purpose.
 
be"(b) The methcd of computing and paying such amounts shall.
beas 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 

on (A) a report filed by the State containing its estimate oftotal 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 lessthan 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 

"(2) The Board shall then certify to the Secretary of the Treasury 
the amount so estimated by the Board. (A) 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 whichshould have been paid to the State under clause (I) of subsection 
(a) for such quarter. and (B) reduced by a sum equivalent to the 
pro rats share to which the United States is equitably entitled, as 
determined by the Board, of the net amount recovered during anyprior quarter by the State or any political subdivision thereof with 
respect to old-age assistance furnished under the State plan, except 
that such increases or reductions shall not be made to the extent 
that such sums have 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: Provided, That any part of 
the amount recovered from the estate of a deceased recipient whichk 
Is not in excess of the amount expended by the State or any po­
litical subdivision thereof for the funeral expenses of the deceasedshall not be considered as a basis for reduction under clause (B) of
this paragraph. 

"1(3) The Secretary of the Treasury shall thereupon, through the 
Division of Disbursement of the Treasury Department and prior toaudit or settlement by the General Accounting Office, pay to the
State. at the time or times fixed by the Board. the amount so certi­
fled, increased by 5 percent.'
 

SEm. 103. Section 6 of such act Is amended to read as follows:
"SEm. 6. When used In this title, the term 'old-age assistance' 
means money, payments to needy aged Individuals." 

M.CLER MrChimnIofeanmnd nt 
MrCT2 r.ha-snIofeankm dnnt 
The Clerk read as follows: 

. Amendment offered by Wr. COLN=R: On page S. line 9, strike out 
one-half' and Insert "four-fifths"; in line 15. strike out "40"1 and

"25"; page 4. line 6, strike out "one-hall" and Insert "one­
fifth."
 

Mr. COLKER. Mr. Chairman, this Is the amendment that 
we gave notice several days ago we were going to offer on 
this occasion. Thbis Is the amendment that has the backing 
o prxmtl 0 ebr fti os h r pn 
o prxmtl 0 ebr fti os h r pn 
soring it. This Is the amendiment by which we hope to 
equalize the distribution of the proceeds to the aged needy of 
this country. 

I placed In the Appendix of the RECORD, appearing at page
2490, under an extension of remarks, a chart which woul4 
show Just what this amendment would mean in the average
receipts by those qualified as recipients In each State. in 

other words, this amendment seeks to have the Federal (ov­
ermient pay, four-fifths for every dollar that the State puts 
up to the Federal Government's limitation of $20. This 

would tend to equalize the distributioni of these funds. It 
would tend to bring some of the poorer states up, but it 
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would help every State in the Union. as this chart will 
disclose. 

I know a lot has been said about helping the aged needy. 
I know there Is a lot of lip service that is rendered to this 
class of people. I do not belong to any organization other 
than the organization that was formed here yesterday. I 
do not subscribe to any organization that goes out and seeks 
money from the aged and needy-money which they need-
to try to put across this kind of legislation. I do not have 
any sympathy with a lot of that stuff that is done. 

By this amendment you have an opportunity to render 
some real service rather than lip service to your constituents 
who are In need of these funds. 

We are going to have a lot of debate about this, I assume. 
These gentlemen on the powerful Ways and Means Coin-
mittee, for wham I1have very profound respect and a high 
regard, are going to say that we are trying to wreck their 
bill, and so on. But this matter has been called to their 
attention before. I realize they have worked hard on this 
proposition, but I am not going to take all my time in paying 
tribute to the Ways and Means Committee, more than to 
say that I have a very high respect and regard for them. 

But I do say to you, when they tell you this will wreck the 
Government and it is going to cost a whole lot of money, just 
remember this: As the able gentleman from Georgia [Mr. 
RAmSPECKI has pointed out, if this amendment is adopted it 
will not cost the Federal Government one cent more than it 
would cost the Federal Government if the States match the 
$20 that the Ways and Means Committee has authorized 
them to pay in this bill. It is not going to wreck the Govern-
ment. I voted against a proposition that was submitted re-
cently, as a matter of discretion, because I thought it was 
going too far; but we have got something here that is tan-
gible; something that is reasonable; something that can be 
attained. Those of you who are in favor of this amendment 
and who want to help these aged people, I hope, will say so 
by your vote on this amendment, 

Mr. Chairman, the distinguished chairman of the Ways 
and Means Committee contends that this amendment, if en-
acted, would cost the Federal Government more than four-
hundred-odd-millon dollars. and gives his authority there-
for. We deny that it would cost anything like that amount, 
and we aver that the figures that we obtained from the same 
source are to the effect that It would cost only $114,000,000 
upon the present basis of those who are qualified and ar 
obtaining the pension. But, of course, we know that figures
do not mean anything. The question is, Are we willing to 
adopt this amendment and let it go to the other end of the 
Capitol, where it would be amended, anyway; and as a result, 
have some tangible increase worked out in conference? Let 
me say to you that while we are primarily interested in the 
States in the lower brackets, this amendment would help aged
recipients in every State of the Union, including the State of 
the distinguished chairman of the Ways and Means Coin-
mittee. It would mean, as we pointed out the other day, that 
the aged needy who qualify In the State of Mississippi would 
receive a pension of $18.05. We appeal to your sense of 
fairness and Justice and urge you to support this amendment. 

[Here the gavel felL] 
Mr. RAMSPECK. Mr. Chairman, I move to strike out the 

last word, 
Mr. Chairman, I rise In support of the amendment offered 

by the gentleman from Mississippi [Mrt. CoLmER], and I ap-
pear here as one of the group that Is sponsoring this amend-
ment. 

my State today is paying between $8 and $9 to its old-
age pensioners. Offering the. additional amount from the 
Federal Government, under the plan sponsored by the Ways 
and Means Committee, will not help their situation. They 
are not now able to match the $15 on a dollar-for-dollar 
basis. Therefore the plan of the committee does not offer 
any assistance to the State of Georgia. 

According to the information I have, the situation we find 
Ourselves in in Georgia is a situation similar to that of most 
of the States, In that they are not now matching the $15 
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which the present law provides. If the Ways and Means 
Committee is in good faith in offering this $20, and I think 
they are, then the plan we are proposing here today will 
not cost the Government any more money,.simply because 
we are not increasing the amount that the Government 
offers to pay beyond the $20 stipulated in the pending bili. 
We simply change the ratio or proportion from dollar for 
dollar to 4 to 1. That will help all of the States. Every 
one of the 48 States of the Union will be able to pay more 
money to the old-age pensioners in their States, without 
increasing the cost to the States. 

Mr. BOEHNE. Mr. Chairman, will the gentleman yield? 
Mr. RAMSPECK. I yield. 
Mr. BOEINlE. What assurance does this amendment give

the aged needy that they will actually receive more in the 
State of Georgia or the State of Mississippi or in any other 
State in the Union than they are now receiving? 

Mr. RAMSPECK. It gives them this assurance, that with 
the present appropriations, instead of getting between $8 and 
$9 they will get over $20. 

Mr. COOPER. Mr. Chairman, will the gentleman yield 
further? 

Mr. RAMSPECEK. I yield. 
Mr. COOPER. What is there In this amendment, though, 

to force this money to go to the old people Instead of the 
State just taking this money and continuing to pay the old 
people what they are getting now? 

Mr. RAMSPECK. Of course, any State can refuse to ap­
propriate any money for old-age pensions. They can do it 
under the committee's plan just as well as they can do it 
under this, but public sentiment will demand that they con­
tinue the present appropriations and take the benefit of addi­
-tional money coming from the Federal Government, and 
that Is the only way we are going to do anything under 
this type of legislation for the old people In our States. 

I hope the committee will adopt this amendment. I 
think it is a reasonable proposal, and I think it will benefit 
all of the States and enable us to enact a sound, sensible 
program, one that can be compiled with and one that will 
be of real benefit to the people. 

Mr. DWORSHTAK. Mr. Chairma~n, will the gentleman 
yield? 

Mr. RAMSPECK. I yield.
Mr. DWORSHAK.L The gentleman states that some States 

are not able to match 50-50 
Mr. RAMSPECI. Yes. 
Mr. DWORSHIAK Why are they not able to do that? 
Mr. RAMSPECK. Because they have not enough money. 
Mr. DWORSHAK. Where is the Federal Government 

going to get the money to pay the four-fIfths Instead of the 
half when it is now operating at an annual deficit of three or 
four billions of dollars? 

Mr. RAMISPECK. The same place It gets It now. 
Aft. DWORSHAK. Where Is that? 
Mr. RAMSPECK. By borrowing it and from taxes, that Is. 

where we get it now. 
The point I arni making Is that even though the corn­

mittee proposal says that the Federal contribution will be 
raised to $20, the old people will not get any more than 
they are getting now for It will be impossible'for the States 
to match it. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. RAMSPECK, I yield. 
Mr. BUCK. I think the gentleman has not thought this 

through. It will, of course, cost the Government more money. 
Under the Colmer amendment the Government would be 
called upon to pay a $20 pension to every qualified aged 
needy person in the country, but under the committee plan 
it will not cost the Government more, because the States 
must match. 

Mr. RAMSPECK. Then the gentleman admits that his 
committee put that In the bill not in good faith. 

Mr. BUCK. Not at all. The committee put it In the 
bill in the utmost good fuith, liberalizing the present law. 
but following out the principle of the present law. 
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Mr. RAUM~PECK. It was put in the bill with the expecta-

tion that the States could not take advantage of it? 
Mr. BUCK. It was not. 
Mr. RAMSPECK. Then the Colmer proposal will not cost 

any more than the committee proposal will. [Applause.] 
[Here the gavel fell.] 
Mr. COLLINS. Mr. Chairman, I move to strike out the 

last two words. 
Mr. Chairman, several bills In line with the Colmer amnend-

menit have been introduced in this House. I happen to be 
the author of one similar to It which had the approval of 
the great organization of which Abe Epstein is director and 
'which has the approval of that organization and, as I under-
stand, was endorsed by Mr. Epstein when he testified before 
the Committee on Ways and Means. In view of the fact that 
the bill that I have proposed is in line with the Colmer 
amendment, I wish to address my remarks to that amend-
ment rather than to the legislation which I proposed. 

In the first place, the proposal of the Ways and Means 
Committee on old-age help is unfair to the poorer States 
&f the country. That is apparent. There is a disparity in 
'the amounts that old people in the various States will receive,. 
In addition to that particular disparity there Is another one. 
Because of the difference in amounts, it forces the poorer 
States Io pay from their meager funds a part of the cost of 
furnish~ng larger pensions to the richer States. These two

dispragsunairthaae s I bliee tey illbe emeied 
by this House. It was suggested a few days ago by someone 
on this floor that there ought to be a disparity ]in old-age 
payments in the States because of differences in the cost of

livig I difernt cunty. he ageandectonsof te 
liviguI Differentscin courDearmntry.cTenl andaof the Woune 
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As a result of those discussions, propaganda was dis­

serninated throughout the Nation having for its purpose the 
creation of an impression In the minds of the aged people 
that they might expect some additional benefits by way of 
increased old-age pensions as a result of proposed amend­
ments to the Social Security Act and the aged people of this 
country have been led to believe that after voting down the 
Townsend plan the Ways and Means Committee is going to 
take care of the aged by increasing the Federal contribution 
to the States who pay old-age pensions. 

While I intend to vote for the present bill. I do not do SO 
under any misapprehension that the proposed increase of 
Federal contribution from $15 to $20 is going to have the 
effect of materially increasing the pensions received by the 
aged throughout the country, and any propaganda that has 
been issued which tends to create this impression, in my 
judgment, is exceedingly vicious. The simple facts are that 
under the present law the Federal Government undertakes to 
match State money up to $15 per month for the payment of 
old-age pensions, so that if the various States were able to 
pay $15 per month to needy aged people, $30 per month 

esoscudthsb eevd 
The present bill proposes to Increase the Federal Govern­

ment's contribution from $15 per month to $20 per month. 
thus giving the impression that $40 per month pensions are 
to be made available to the aged. No such cruel hope should
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poresn bhill, inordrtpa mondrthpenithes pstatles $40 persost epi 
peetblteSaei re opy$0prmnhpn 
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I ask, therefore, in view of the facts that the records dis­
close that practically no State has availed itself up to date of 
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are made will and do frequently gravitate to the richer States 
where larger amounts are paid. I know this Is the fact. 

Mr. HINSHAW. Mr. Chairman, will the gentleman yield? 
Air. COLLINS. I have only a minute or two, I cannot yield, 

I know this Is a fact, because in the last 5 or 6 years, accord-
Ing to a study made about a year ago by a certain group 
studying sociology at George Washington University in the 
District of Columbia, it was found that about 87,000 colored 
people had come to the District of Columbia and that this 
influx along with the other colored residents constitute 47.3 
percent of the total votes of the District of Columbia if there 
were suffrage here. This shows that people in the small or 
no income brackets are moving to centers like Washington, 
Cincinnati, St. Louis, Chicago, Philadelphia, Detroit, and 
other cities of the United States to get relief or larger old-
age assistance benefits. And these cities will necessarily 
have to further increase their budgets in order to care for 
these unfortunate people seeking a better existence, 

[Here the gavel fell.] 
M~r. KEEFE. Mr. Chairman, I rise in opposition to the 

amendment. 
Mr. Chairman, I am one of those benighted individuals 

who had the audacity to vote for the Townsend Plan and I 
am perfectly willing- to assume that responsibility. The 
same reasons that impelled me to vote for the Townsend 
plan compels me to vote against this amendment. In the 
discussions upon that bill, the gentleman from California 
[Mr. Bucxl. who is now smiling so vigorously, in opposing 
the same, stated to this House in substance, like the ad-
vance man who used to run ahead of Ringling Bros. circus, 
"Wait until our circus comes to town." He stated in his 
remarks to the House in opposition to that bil "Wait until 
the social-security bill comes before the House. We are 
going to do something for the aged people of this country 
In that bill." 

the present law, by matching that amount through the 
medium of a State contribution, how can it be expected that 
the States will be able to raise any more money to meet their 
share of the pension by raising the offer of the Federal Gov­
ermient from $15 to $20 per month? If the States are unable 
to match $15 per month, under the present law, and pay $30 
per month pensions, certainly they will not be able to match 
$20 per month, so as to be able to pay $40 per month pen­
sions. It is true that the opportunity is provided in the pres­
ent bill, but aged people of this country should know and 
understand that the Federal Government under this proposed 
bill will not pay out a single dollar that is not matched by, a 
-similardollar to be paid by the respective States, and I can see 
no hope or expectation of any increase in pensions if depend­
ence is to be had upon the various States to provide the match-
lag funds in order to make increased pensions available. 

I have always contended, and still contend, that the whole 
subject of old-age pensions is Federal in character and scope, 
and that whatever pensions are paid should be paid directly 
out of the Federal Treasury, and the amount necessary to 
make such payments be provided for by suitable tax legisla­
tion on a pay-as-you-go basis. Any other program will have 
no other result than to see 48 different State pension schemes 
and plans buffeted about as political footballs while the aged 
people must stand on the side lines and continue to suffer 
because of improper and inadequate care. 

It seems to me that any pension plan that Is proposed 
should be sound enough and appealing enough to the public 
of America to permit the imposition of sufficient taxes to pay 
the cost. And any other program which relies upon a con­
tinuation of borrowed money is, in my Judgment, indeed a 
hoax upon all of the people of this country. The aged people 
of this country, therefore, should not be encouraged in the 
thought that so-called liberalization of the old-age beneent 
provisions of the Social Security Act are going to result in any 
increased pension for them. [Applause.] 

[Here the gavel fell.] 
Mr. HOBBS. Mr. Chairman. I rise In support of the 

amendment, 
Mr. Chairman, I yield to no man in my respect for the 

Ways and Means Committee of this House and for the dis­
tinguished and able gentlemen who compose it, my respec& 
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Is unbounded also for the experts that great committee has 
associated with it in Its labors. But I am convinced that in 
writing the old-age pension provisions of the original act, 
as well as of this bill, Jupiter has nodded. 

In the bitter winter of 1788 Queen Marie Antoinette of 
Franca was to'ld by one of her courtiers in reply to her ques-
tion, "Why do the people cry?" "They cry for bread." Her 
classic response was, "Then let them eat cake." 

History tells us that that witticism was one of the causes 
of the French Revolution and her start on the path to the 
guillotine. 

The parallel may not be perfect, but it is sufficiently so, I 
think, to warrant its use as an argument for supporting the 
pending meritorious amendment. The needy aged of Amer-
ica who live in those States which are too bitterly poor to 
match Federal funds to any appreciable extent, are almost 
literally crying for bread. The answer of the Ways and 
Means Committee is, "Then let them eat cake." 

Why increase this limit of Federal contribution to $20 
when only one State has matched $15? If that cruel, false 
hope that you engendered by the original act and the State 
plans presented under it has failed of fruition in 47 States 
In the Union, and so miserably in 8 States that not one of 
them has been able to provide their half of even a $10 
monthly pension, why do you call this an Improvement when 
you merely raise the outside limit to which their false hope 
might point? 

Mr. Chairman, we are not here arraying class against class, 
nor State against State. We are simply trying to face facts 
and those facts are that it Is Just as impossible for Alabama, 
for Instance, to raise the $27,000,000 which would be re-
quired to match the Federal contribution up to $15 for every 
old person in our State as it Is for an ordinary cow to jump 
over the moon. 

The distinguished Secretary of Commerce, then W. P. A. 
Administrator, when he made his speech at Memphis about 
what he was going to do for the farmers of the Nation in 
their off season, after the crops were laid by, through W. P. A. 
work relief, was suffering from the same illusion that has 
actuated the Ways and Means Committee In the presentation 
of this bill. Neither he nor they can believe how poor many 
States and citizens are. The honorable Administrator 
thought there could not be more than 100,000 farmers in the 
Nation whose annual incomes were less than $312. That was 
his first total- allotment-100,000. In spite of all the restric- 
tions that could be devised, 100,000 was not sufficient for 
one State. In my home county I think more than 5,000 
farmers qualified, but only 300 Jobs were provided for them. 

As it was in that promised farm relief, so is it with old-age 
pensions. The promise was not opulence, but the actuality 
is pathetic, 

Whether we should ever have created this hope is debat-
able. But, having done so, the Nation's duty Is clear. We 
must keep faith with those needy aged whom we taught to 
hope. They cannot eat hope. [Applause.] 

[Here the gavel fell.] 
Mr. NICHOLS. Mr. Chairman, I move to strike out the 

last three words, 
Mr. Chairman, I shall Support this amendment. I have 

never been able to understand why the domicile or the resi-
dence of an old man or woman should be a test as to how 
much money he or she should receive from the Federal Gov-
errinent in Payment of an old-age pension. I have always 
been impressed with the thought that when the -Federal 
Government admitted that it owed an obligation to the old 
men and women of the United States, in fairness the Fed-
eral Governiment owed exactly the same amount of money 
to every old man and woman regardless of their geographic 
location within the United States, 

Now, has the Federal Government recognized and ad-
mitted the fact that they owe an old-age pension to the old 
men and women of this country? The answer must inevi-
tably be "yes." MY distinguished, able, and respected col-
league from Oklahoma made a very enlightening speech 
yesterday in which hle Pointed out that the thing we voted 
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on when we voted several days ago on the Townsend plan 
was a test of whether or not the Federal Government should 
bear the entire burden of paying an old-age pension. I 
differ with my friend because that was not the test at all. 
If the State of Oklahoma can pay her old men and women 
a pension of any amount of money that Is a State obli­
gation. 

If any State In the Union wants to pay its aged any sum of 
money, that is the privilege of the State and it is a State 
obligation. As I see it, this is a Federal matter. If the 
Federal Government is going to put it upon the basis that 
an old man or woman must live In a rich State before he or 
she can receive as much money as another old man or 
woman in exactly the same circumstances, then. Insofar as 
the Federal Government is concerned, it is discriminating 
between the old man or the old woman who lives in Mis­
sissippi, for example, and the old man or the old woman in 
exactly the same situation who lives in the State of New 
York. 

This is the closest approach I have seen to the Federal 
Government paying an equal amount of money, to old men 
and women who fall into a certain class no matter what 
State they live In. The only reason it is a close approach 
is that if this amendment Is adopted then any State which 
can raise $5 for the old men and women entitled to a pen­
sion would receive $20 from the Federal Government. When 
the Committee on Ways and Means says, "We will match 
up to $20 the money appropriated by the States," it is say-
Ing, "We assume that the Federal Government has a re­
sponsibility of $20 per month to every old man and woman 
in the United States." 

I am tired of hearing candidates for office prate about the 
great things that will be done for the aged of this country. 

I am tired of seeing this body year after year hold out hope 
to the aged of this country that some day the Federal Oov­
ermient will adequately take care of them. 

I could not support the Townsend plan because it held out 
a promise to the old people of this country which I knew 
could never be fulfilled, to wit, the payment of $200 per month 
to every old man and woman In the United State's over 65 
years of age; and the Ways and Means Committee said 
they were bringing out a bill which would liberalize old-age
pensions and adequately fulfill the Federal obligation. They 
have broken faith with Us, 

The plan offered here today by the great Ways and Means 
Committee of this House is but little better than the Town­
send plan, because it holds out to the old people of this Na­
tion the hope that under the provisions of this bill they will 
receive $40 a month, The real truth of the matter Is that 
they can only receive this sum if and when the State wherein 
they live appropriates enough money to pay them $20 a 
month from the State, In which event the Federal Govern­
ment will match it with $20. 

Let us look at the record. Ten dolli'rs amonth is the aver­
age paid in old-age pensions all over the United States, being
represented by $5 from the State and $5 from the Federal 
Government. Only one State in the United States is paying 
$15 a month, and by so doing availing themselves of the $15 
contribution of the Federal Government. That State is 
California. 

Why, then, should we believe that the States of the Union 
will now supply $20 when under the old law they could not 
even supply $15? 

No; this bill is but an Idle gesture, and unless this Colmer 
amendment, or some amendment like it, Is adopted, we will 
simply fix it so that the rich States of the Union. such as 
New York, California, and other States of their kind, wil 
benefit because their resources will permit the appropriation 
of sumfficient sums to avail themselves of the $20 Federal con­
tribution while the old people In States such as Oklahoma, 
Alabama, Mississippi, and nearly every State in the South and 
Southwest, will continue to suffer because the resources of 
those States are not such that the legislature can appropriate 
a, sufficient amount of money to match 50-50 the maximum 
amount provided in this bilL 
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Why do not we be honest and fair with the old pioneers 

who gave us civilization, culture, and the good things of 
life which we enjoy today, and say to them the Federal 
Government will pay you X amount of, dollars as its con-
tribution to your support in your declining years, through ap-
preciation for services rendered, and they pay that amount 
to every old man and woman who falls within the classifica-
tion. regardless of where he or she may live, and then if the 
State in which they live deems that that State owes them 
an additional sum, then let the State legislature appropriate 
that sum and pay it to them direct and independent of the 
sum paid by the Federal Government. 

When I voted for the Social Security bill when it was first 
offered for consideration, I said that I was doing so not 
because I thought it was ample or sufficient, but because I 
found myself in the position of a man who found himself 
caught naked in a blizzard and someone handed him a suit of 
B. V. D.'s and he put them on, not because he thought they 
would keep him from freezing to death, but because he 
thought It was the best that was offered. 

If this amendment is defeated and there is not one sim-
ilar to it adopted, my conscience dictates to me that I should 
vote against this bill and. that I would do were it not for the 
fact that I am afraid that the old people of my congressional 
district would misinterpret the vote and think that I was 
voting against the principle of the payment of an old-age 
pension, so I presume that in the end I shall have to vote for 
the passage of whatever bill is finally agreed to by the House, 
finding myself again in the position of a man In a blizzard. 

This is the first real opportunity that the Members Of 
the House of Representatives have had to closely approach 
discharging the Nation's obligation to our aged. Support 
this amendment. Let us Incorporate It-in this bill. Then we 
can all go home tonight, sleep well, secure in the belief that 
we have taken a long step forward toward discharging this 
obligation, and we can surely rest assured that we are no 
longer kidding the old people of the country, but at last have 
decided to play fair. [Applause.] 

(Here the gavel feEll. 
Mr. DISNEY. Mr. Chairman, I rise in opposition to the 

amendment, 
Mr. Chairman, in my opinion, this amendment is madness, 

sheer madness, when we begin to reason it out. The Socili 
Security Board estimates that this will cost $417,000,000 annu-
ally, this statement being made by the Chairman of t~he 
Board to me here this morning. 

Mr. COLMER. Mr. Chairman, will the gentleman yield?
Mr. DISNEY. I yield for a question. 
Mr. COLTER. What is the name of the gentleman who 

made that statement? 
Aft. DISNEY. Mr. Altmneyer, the Chairman of the Socia 

Security Board. 
This amendment will cost $417,000,000 annually; and you 

will know it yourselves when you reason It out, and so will the 
author of the amendment. 

Mr. CO(LMER. Mr. Chairman, will the gentleman yield 
further? 

Mr. DISNEY. No; I have only 5 minutes. 
Mr. DEmPSEY. Mr. Chairman, will the gentleman yil 

for just one brief Question? 
Mr. DISNEY. I yield. 
Mr. DEMrPSEY. What did the Social Security Board esti-

mate would be the cost of providing $20 a month under this 
bill if all the States matched that contribution? 

Mr. DISNEY. I did not inquire about that. That Is not 
involved. 

Mr. Chairman, let us be practical for a moment. Suppose 
we were members of the Mississippi Legislature and thi~s 
amendment should pas here today. We would promptly go 
Into session and raise the State contribution to $5 from what-
ever it is now-I believe it is something over $4. You say 
now you cannot afford to raise the State contribution, yet if 
this amendmenet were agreed to you could afford to goto $5, 
because for every $5 you contributed you would bring $20 
of Federal money into the State. You would figure the addi-
tional expenditure under the same theories advanced here; 
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would justify your raising the contribution to what you 55Y 
now you cannot afford. You would have put up $5 to get 
$20 into the State. What else would you do? You would 
liberalize the needs test until you would get more twenties 
and more and more until you would gut the Federal Treasury.
That is what would happen. 

Mr. ZiIAMERMAN. Mr. Chairman, will the gentleman 
yield? 

Mr. DISNEY. I cannot yield. 
Then let us go to the State of Oklahoma and imagine YOU 

are a legislator in that State, which now contributes about $9. 
A legislator with enough sense to come in out of the rain 
would vote to cut the contribution to $5, because now the old-
age pensioners in the State get only about $18 when we Put 
up $9 and by contributing $5 you would get a total of $25 a 
month for the old-age pensioners in the State. Then you In 
Oklahoma would liberalize the needs test to get more and more 
twenties from the Federal Government. Why would it not 
cost $417,000,000? The gentleman from Oklahoma [Mr. 
FERGUSON] and I discussed It last night, and reasoning that the 
probability would be that because of the liberalizing of the 
needs test, which would naturally follow if this amendment is 
adopted, the number of pensioners would go up and up, if 
State legislators would act as we would appear to be acting if 
we passed such an amendment, it would come more nearly 
approaching a billion dollars than $417,000,000. 

Gentlemen, let me plead with you. In 1916 the Federal 
Government in this United States cost $1,034,000,000. and In 
1939, without any comparable increase in population, we are 
going to spend ten billion. How long can it last? How long 
are we going to continue at this rate? We cannot afford it. 

Mr. GORE. Mr. Chairman, will the gentleman yield?
 
Mr. DISNEY. Not now.
 
It is said that the State of Alabama just cannot raise the
 

money. How long are we going to continue? Why, the psy­
chology in the Hoover administration got so low that Gov­
ermient obligations were selling in the 80's. and now Govern­
ments are oversubscribed 10 or 15 times. What a turn of the 
hand it would take to change that Intangible thing, that psy­
chology, Into the psychology of those other terrible times. If 
we try to keep this up, we Just cannot afford to do It. 
(Applause] 

[Here the gavel fell.] 
Mr. FORD of Mississippi. Mr. Chairman, I move to strike 

out the last word. 
Mr. Chairman, I rise in support of the amendment offered 

by my colleague the gentleman from Mississippi (Mr. 
Cox.MU). 

The gentleman who Just preceded me said that the amend­
ment is sheer madness. I think there are very few people
in this House this afternoon who will not take issue with that 
statement. I may call attention to the fact that the people 
in my State today are only receiving around $8 per month 
at the age of 65 years and above, and they are limited to cases 
of absolute necessity. It Is not a wide-open proposition
where people generally who have reached that age and have 
a very meager Income can even get any assistance. They 
have to submit proof that they are on starvation and have no 
relatives that can assist them before they are even recog­
nized for any assistance, and even then there are a great 
many persons on the waiting list who are unable to get their 
$8 a month now. 

Mr. DISNEY. Mr. Chairman, will the gentleman yield? 

Mr. FIORD of Mississippi. Yes, 
Mr. DISNEY. The gentleman would not abolish the needs 

tet? 
Mr. FIORD of Mississippi. I would make it more liberal 

and would certainly eliminate the pauper's oath. 
Mr. DISNEY. That is exactly, what your legislature would 

do if you ever passed this amendment. 
Mr. FIORD of Mississippi. I thinkr they should do it. I 

ithink it is only fair to the people of this country that we 
should increr-se and liberalize this pension. [Applause.] 

Mr. DOUCHdTON. If they should do that.,why do they not 
-do it now? 
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Mr. FORD of Mississippi. The trouble is a great many 

States, including my own, are financially unable to put up 
the $4 for the ones who are on the rolls today, 

Mr. DOUGHTON. If they cannot put up $4, how can they 
put up $5. as proposed in this amendment? 

Mr. FIORD of Mississippi. Of course, if this amendment is 
adopted and they only put up the $4 which they are doing at 
the present time, then the Government, under this amend-
ment, would put up $16. and that would enable them to 
receive a total of $20 a month. A great many of the aged 
people in my State would be most happy to receive that 
amount a month instead of the meager sum of $8 which they 
now receive under the present Federal and State laws, 

Mr. COLMER. Mr. Chairman, will the gentleman yield? 
Mr. FIORD of Mistsissippi. I yield. 
Mr. COLAMR. Of course, my colleague does not under-

stand-and I am sure the gentlemen who have questioned 
him do not understand-that it would be necessary to put up 
any fixed amount for them to receive an increase under this 
amendment. If they put up $2, under this amendment they 
would be entitled to $10. 

Mr. FIORD of Mississippi. That is right, 
Mr. COLNMER And the amount goes up on a graduated 

scale to where the aged needy in the gentleman's State of 
Oklahoma would receive an increase of approximately $10. 

Mr. FIORD of Mississippi. That is right, and I call my col-
league's attention to page 2490 of the Appendix to the CON-
GR~ssioNAL RECORD. At that page of the RECORD you will find a 
table Inserted by my colleague the gentleman from Mississippi 
[Mr. CoumEIra. The information contained therein was fur-
nished by the Social Security Board, and, speaking for the 
State of Oklahoma, we find that the aged in that State 
received an average pension for the month of April of $19.79, 
and if this amendment should be adopted they would receive 
an increase up to $29.90. Take the State of Connecticut. 
The aged there received for April $25.88, whereas if this 
amendment should be adopted they would receive $32.94 
without any further action on the part of the State legisla-
tures of those respective States. Then take California. the 
only State of the Union that is matching the $15 under the 
pressent law, there they would receive about $37 if this amend-
ment should be adopted. 

The law we have today requiring the State to match dollar 
for dollar is nothing in the world but a farce, because the 
agricultural States and the poorer States of this Union are 
unable financially to put up on a dollar-for-dollar basis, 

We have in my State every kind of tax imaginable, and 
those taxes do not yield enough to match the Federal funds 
under the present law. The Federal Government Is com-
mitted to this proposition and this Congress should liberalize 
this bill whereby the aged living in the poor States will be 
put on an equal basis with the ones living In the rich States. 
I hope the proposed amendment will be adopted. [Applause.] 

[Here the gavel fell.] 
Mr. DOUGHTON. Mr. Chairman, I ask unanimous con-

sent that all debate on this amendment close in 25 minutes. 
Mr. PATMAN. Mr. Chairman, reserving the right to ob-

ject 
Mr. O'CONNOR. I object, Mr. Chairman, 
Mr. HINSHAW. Mr. Chairman. I move to strike out the 

last four words. 
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The CHAIRMAN. The question now recurs on the motion 

of the gentleman from North Carolina that all debate on 
this amendment close In 1 hour. 

The question was taken; and on a division (demanded by 
Mr. O'CoN~oa) there were--ayes 147. noes 44. 

So the motion was agreed to. 
Mr. HINSHAW. Mr. Chairman, I think we find ourselves 

in a rather anomalous position at the present time, and one 
which cannot be sustained. In the first place, under the 
present act, as I understand It, something like one-third of 
the people of the United States engaged in remunerative 
employment are covered for old-age benefits. In order to 
support those payments, there is a 1-percent tax paid upon 
their wages by themselves, and 1-percent tax paid by the 
employer. The people who drafted the bill choose to call it 
an excise tax, or something of that sort, to get away from 
the expression, a gross-income tax. However, it Is, neverthe­
less, a tax on the gross Income of those who earn the wages, 
It is said that the first 1 percent only can be so considered, 
but I call attention to the fact that In all Probability the 
additional 1 percent paid by the employer can be considered 
as a 1-percent increase In salary, and then deducted from 
their total wages. The other day. some of us stood some 
rather vituperative talk on the part of the members of the 
committee and others because we voted for the Townsend bill. 
I am not an adherent of the Townsend plan-in fact, the 
Townsend people not only did not endorse me, they put a 
candidate In the field against me; but I voted for that bill 
partly because of the following particular reason: It supplies 
a tax to support the payment of benefits. I have gone into 
this bill before us, and I find that the old-age assistance pro­
gram under the Social Security Act has no bassis of tax to sup­
port It whatever, and I believe that the committee missed a 
big bet, a splendid opportunity, to go into that other bill, and 
place a tax on the books, not only by consent of, but by the 
strong urging of these groups, In order to support the old-age 
assistance program. I think they missed a big opportunity, 
and I said at the time that if the committee had exercised its 
collective genius and considered that measure in committee 
and perfected it, they could have had a tax to support that 
old-age assistance program. At the present time there Is 
talk also in this House about increasing the benefits to cer­
tain aged people, and some Members are hollering because 
there is no tax to support it. I think the committee 'made a 
big mistake In not taking on that proposed tax, or something 
like it. 

The gentleman from Mississippi [Mr. CoLmER] talks about 
the wealthier States.. The State of California Is not any 
wealthier than any other State, and if you will increase 
the payments to the people In your own States and keep them 
out of our State, then the people paying the $20 tax in Cali­
fornia will be so much better off and better able to support
the aged people we have now. 

Mr. RANKIN. Mr. Chairman, will the gentleman yield? 
Mr. HINSHAW. Yes; I yield. 
Mr. RANKIN. This amendment would be a relief to the 

State of California? 
Mr. HINSHAW. It would in a way, bat some such plan 

as the one brought up the other day would be a much greater 
relief. 

Mr. RANKIN. I am not criticizing the gentleman's atti-
Mr. OUGTON.Mr.Chaiman I ak uanimus on-tude the other day, but his attitude today would load this 

sent that all debate on this amendment close in 1 hour. 

Mr. DO'C HONNOIobetMr.Chimn I oeta aldbt 
Mr. OUGTON Mr Charma, Imov tba al deate 

on this amendment close in 1 hour. 
Mr. RANKIN. Mr. Chairman, I offer an amendment to the 

motion of the gentleman from North Carolina to mak It 
one hour and a half. 

The CHAIRMAN. The question is on the amendment of 
the gentleman from Mississippi to the motion of the gentle-
man from North Carolina that debate close in one hou and 
a half. 

The amendment to the motion was rejected, 

buren ot h epeo aion. n o edt eiv 

Mr. HINSHAW. Of the $20 contributed by the people of 
California. $10 Is paid by the real-estate taxpayers, largely
home owners and farmers,, and $10 comes out of the State 
general taxation. It is a burden greater than our people can 
aford. and the Social Security Act to that extent Is ruining 
our State. 

Mr. RANKIN. The present act? 
Mr. HINSHAW. The old-age assistance program and some 

other features. 
Mr. PANKIN. And the Present bWU~without this amend­

ment Is not helping the State of California, 
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Mr. HINSHAW. Not at all, insofar as old-age assistance 

Is concerned, 
Mr. RANKI.N. This amendment would help the State of 

California? 
Mr. IHINSHAW. Yes; by encouraging the aged in other 

States to stay home, 
Mr. RANKIN. Then the gentleman is for the amend-

ment? 
Mr. HINSHAW. I am. 
The CHAIRMAN. The Chair recognizes the gentleman 

from Oklahoma [Mr. JOHNSON] for 2 minutes. 
Mr. JOHNSON of Oklahoma. Mr. Chairman. I rise in 

support of the pending Colmer amendment. Let me say in 
the outset that I regret to find myself in disagreement at 
this time with my able and distinguished colleague from 
Oklahoma [Mr. DISNEY], for whom I have much respect. 
The fact is that I was rather surprised and somewhat dis-
appointed that he should refer to this amendment as sheer 
madness. I do not believe that my colleague really in-
tended to use such strong language. When the vote is 
taken It is my guess that at least seven, or possibly eight 
of the nine Members of Congress from Oklahoma will sup 
Port the Colmer amendment as the most practical and hu-
mane proposal yet presented. Oh, no, this is not sheer 
madness, but it proposes a long-delayed justice to our de-
serving and impoverished old people. [Applause.] 

The pending amendment not only would liberalize the 
FedralGovrnmnt'cotriuton ut t popoes lsoto 

more nearly equalize the benefits to our old people, irrespec-
tive of where they may happen to reside. When the Social 
Security Act was first considered and debated in this body

I tok te hata uifor pesio shuldpsiton Feera 
be paid all old people who could qualify under the act, re-
gardless of whether they resided in a wealthy State or a 

poorone I y psiton.Anavenotchaned 
poorone I y Psitonfewavenotchaned 

Mention has been made several times today of the over-
whelruing defeat in this House recently of the so-called 
Townsend bill. Many of us recall the speech of the able 
chairman of the committee when the late Townsend bill 

was nde cosidratin. muh iththewa imresed 
statement of the chairman that it was the rankest kind of 
hypocrisy for anyone to lead our old people to believe that 
there was the remotest possibility of them receiving a Fed-
eral pension of $200 a month. To that statement Ifur 
agreed. 

Yet it is significant that the Ways and Means Comimit-
tee has brought in a bill here proposing to raise the Fed-
eral contribution to $20 a month, when every Member 
knows full well that it will be impossible for a vast majority 
of the States to match such a proposal on a 50-50 basis. It 
is conceded that as the bill stands now, it 1s a gesture. I 
shall not call that provision "sheer madness." Nor will I 
refer to such action on the part of this great committee as 
rank hypocrisy. But certainly I am not unduly critical 
when I say that such action by the committee is, at best, 
but an empty gesture. This amendment offered by the 
gentleman from Mississippi [Mr. COLATER]. as has hereto-
fore been pointed out, simply proposes to assist the so-called 
poorer States which are absolutely unable to match the 
Federal Government even under the present law. This will' 
do more to help the aged and take care of the old people 
now in dire distress than any other proposal yet made, 
(Applause.] 

Mr. Chairman, I am supporting the so-called Calmer 
amendment, believing it to be a Just and forward step in 
solving the perplexing problem of assistance to our deserv-
Ing and needy old people. The announcement of the comn-
mittee that it has raised Federal participation from $15 to 
$20 per month would seem at first blush to be Important lib-
eralization of the present law, but it Is conceded that not 
more than six States in the Union would find it possible to 
pay a $40 pension on a 50-50 basis at this time. This act 
on the part of the Ways and Means Committee, instead of 
helping our aged people generally, would have the effect of 
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working a hardship on themn. Especially is this true in States 
like Oklahoma and 46 or 47 others that to date have not 
been able to match the Federal Government's participation 
of $15. It is doubtful if this gesture on the part of the 
Ways and Means Committee would add one dollar of Federal 
participation. 

Under the Colmer amendment it Is Proposed that the 
Federal Government pay four-fifths of pensions to all peo­
ple qualifying who have reached the age of 65 years, up to 
$20, which is the maximum amount of Federal participation 
recommended by the Ways and Means Committee. The 
wealthier States that desire and are able to pay more could, 
of course, do so. In fact, there is no limit to the amount 
that the State might pay. The State of Oklahoma. so I am 
advised, Is at this time paying an average of about $9 per 
monith That would mean, if the Colmer amendment were 
adopted, that the average old-age pension would be $29 
per month. Surely no one will rise In his seat and say any 
old person can live decently on less. This amendment 
should be adopted. If agreed to, it would not only make the 
lives of our deserving old people much easier but It would 
have the effect of eliminating some pension rackets of 
those who are chasing rainbows with impossible and fan­
tastic dreams. It would ring down the curtain on those who 
are playing on the heartstrings of our old people and rob­
bing them of nickels, dimes, and quarters that are needed 
for food. 

Mr. Chairman, there is another amendment that I am 
vtlyitrse n hti n htwl eofrdb h 
gentleman from California [Mr. VOORsMs to specify with 
a yardstick the "needs clause" for old-age pensions. One 
of the most unsatisfactory things connected with the ad­

istrnofheScaScutyAtasbntedfeet 
yardsticks used in different localities.

old person who works and makes an effort to earn a
dollars is penalized under the present system. The pres­

ent set-up is not encouraging industry and thrift, but on the 
other hand it is very definitely encouraging idleness. I do not 
poest nwwa h adtc hudb.Teaed 
ment of the gentleman from California simply proposes 
that those having an income of $360 or less will be able to 
participate in old-age pensions. I do not know whether that 
Is the correct figure or not but certainly it is the duty of the 
Federal Government to place a limit somewhere. Of course 
it is nonsense and absurd to say that a person with a ten 
thousand or a hundred thousand dollar income should re­
ceive old-age benefits from the Government. But on the 
other hand, it is just as absurd to deprive a needy old person 
of a pension to which he is justly entitled because he makes 
a few dollars a week or month in an effort to help himself 
and his aged and perhaps helpless spouse. Certainly it 
should not be the policy of this Government to make anyone 
sign a pauper's oath in order to become a beneficiary of old-
age assistance. 

Again I say that this or a similar amendment ought, by all 
means, be adopted. But it seems that the die Is cast, and 
that word has gone down the line to defeat any and all, 
amendments. If such a program is carried out and this Con­
gress adjourns without liberalizing and more evenly equaliz­
ing old-age Pensions, I do not hesitate to predict that the 
people will elect a Congress that will enact just, reasonable. 
and humane legislation for the needy and deserving old 
people of the Nation. [Applause.] 

The CHAIRMAN. The Chair recognizes the gentleman 
from Washington (Mr. Ln~vY] for 2 minutes. 

Mr. LEAVY. Mr. Chairman, there are two approaches to 
the subject of old-age pensions. It appears the Ways and 
Means Committee has approached it with the viewpoint of 
the monetary cost. There is the other approach, and that 
is as to what poverty is doing to American citizens. Thjat is 
the primary approach. I am frank to say to you that the 
nearer we come in this Congress to making the pension pro­
gram, whatever the amount may be, a strictly Federal pro­
gram, the nearer we will come to ultimate Justice toward the 
senior people of this country. [ApplauseJ 
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Of course, if the States of the Union all met this matching, Average old-age assistance payment per recipient, (title 1), December 

under the present amendment it would cost mare moneyJ3Cotne 
than it is costing now, but I am satisfied, and the members 
of the Ways and Means Committee would have to grant that 
they knew when they offered this bill that no possibility, ex-
isted for the various States to match to $20 per person. 

I secured figures yesterday from the Social Security 
Board-there are 1,836,636 persons now on old-age assistance, 
and the cost to the Federal Government to pay each one $20 
from Federal funds would cost $440,793,000, or just a little 
more than double what it is now. But that would be offset 
by probably an eqiual amount on W. P. A. appropriations or 
appropriations of that type. What is more, it would go just 
a little further along the line of doing justice to people who 
have been shamefully treated by this Congress ever Eince the 
depression began in 1929. I am heartsick when I note what 
needs to be done in fairness to our senior citizens, and when 
I see how ungrateful we are as a nation. [Applause.] 

I[Here the gavel fell-
The CHAIRMAN. The Chair recognizes the gentleman 

from Mississippi [Mr. RANixx'] for 2 minutes. 
Mr. RANKIN. Mr. Chairman, the amendment to have the 

Federal Government pay a larger portion of the old-age 
Pension should be adopted by all means. Personally, I 
should like to see the Federal Government pay it all, for I 
realise that the poorer States are unable to meet their p~art 
of the responsibility. 

If the Congress is unwilling to have the Federal Govern-
ment pay the entire amount of $30 per month, then by all 
means we should support the amendment to have the Fed-
eral Government pay two-thirds, or three-fourths of the 
amount while the State pays the balance--or let the Fed-
eral Government pay its part, $15 a month, regardless of 
State contribution. 

The provisions of the present bill, without such an amend- 
ment, is worse than useless, so far as the vast majority 
of the old people of this country are concerned. To raise the 
amount from $30 per month to $40 per month and stun re-
quire the States to pay 50 percent of it will be worth abso-

lutlyothngto he ldpeople In a majority of the agricul-
turaly notateng Tohe onld hn hywl e u fi ilb 
the privilege of helping to pay their pro rata of that. part 
of this pens~on contributed by the Federal Government to 
old people In the wealthier States. 

There is only one State in the Union now that pays the 
full amount of $30 per month, and that is California. For 
the Information of the House and others who read the 
RECCRD I insert at this point a table showing the amount of 
old-age pension received by the old people of the various 
States under the present law. 

The table Is as follows: 
Average old-age assistancepayment per recipient (title Z), December 

1938 
United States ----------------- ------------- $19.5r5 

- 32.43 
Colorado ---- ----------------- --------- 29-99 

Massachusett--------------------------------------- :28.586 
Connecticut-- - ----- -------------- 26.66 
Nevada ---------------------------------- 26.46 
Arizona ......-.--------- -- --------- 26.10 
New York..-------------- ------------ --- --- ------- 24.15 
New Hampshire..--.-.-.-.------------- ----------------- 23.08 
Ohio ---- ---- --------- - 23.01 
Washington_...------------------ 22.10 
Wyomring. ~ - ---- ------------------ 21.62 
Idaho_~ 

Oregon ---- ---


Pennsyv na............. 

Wicni..____20.78 

Maine.-----------.--

Utah---20.45 
Minnesota_ 
South Dakota..__ ___ 
Oklahoma...-.---------__
Iowa... 
Hansa&a._______9.62 
New Jersey--. 
Rhltode 

21.55
~21.30 

21.19 

20.71 

-_-_--_---------- 20.42 
20.04 
19.94 

-- --- 19:82 

19.32 
285 
I&.48 

MaylnNorth Dakota ,.. -
Nebraka--. 
Michign-
indi -------

Vermont_--- - ­
Texas-..... --------­
Florida ----------------­

-
$17. 5117.38 

- -17.12 

. ....- 17.11 

-­
- 16.5314.47

13.84 
13.84 

West Virginia ----- ----- ---- 13.79 
Tennessee---------------------------- ------------ 13.23New Mexico. - .--...-------- ---- - 11.15 
Deaaro... 1084 
Louisiana._..---------.----._ _ 10.26 
Virginia--------------- 9.54
Alabama --- 9.51
North Caroina-------------- -- 9.36 
CGeorgia------------------------ -------------- 8.76 
Kentucky ------ 8.73 
South Ca~rolina------------- 7.40Mississippi --- - -- -------- 6.92
Axcn ------------------------------- 6.15 

o ilnt ht h giutrlSttsta aebe 
bourdened fort7 years wiheagrightua protectv tharif thatbee 
bree o 5yaswt ihpoetv aifta 
lvies a tax upon everything the people buy are unable to 
meet even the present limit of $15 a month. It Is simply 
an outrage to pay the old people of some States $15 out of the 
Federal Treasury and at the same time pay the old people 
of Missir-sippi only $3.46, merely because the people of that 
State cannot match a higher figure. 

These States that pay exorbitant freight rates now im­
posed for the benefit of the richer States, into whose coffers 
the wealth of the Nation has been poured by high tariffs, 
discriminatory freight rates, and utility rates, exorbitant in­
terest rates and Insurance charges-these poorer States sup­
ported usually by the toiling farmers of the Nation, are un­
able to meet their half of this $30 per month. 

Therefore their old people, who toll In the fields and In 
the factories, and who struggle along In small business estab­
lishmnents, are shunted cff with small amounts ranging as low 
as $6.92 a month in the State of Mississippi, or $6.15 a month 
in the State of Arkansas. 

Yet that part of the Federal Government's contribution to 
the richer States is taken from the people of the poorer States 
through these indirect and hidden taxes. 

I have always favored an old-age pension, but I believe It 
should be paid by the Federal Government, so that the people 
in every State would be treated alike. 

Let me call attention to the fact that the social-security 
law as it now stands is of no benefit to the farmers of this 
country-the agricultural people who make the living for the 
rest of us, as a rule, get nothing out of it. This bill not only 
does not take care of them but it further penalizes the people 
in the agricultural States. If this amendment Is adopted 
to raise the Federal Government's contribution to two-thirds 
or three-fourths, it will give them some relifef and will not 
hurt the rest of you. I cannot understand why you men 
object to relieving a burden on the people of your States for 
fear we will do at least partial, if belated, justice to the 
people in the agricultural States. 

This bill in its present form will not pass the Senate, The 
Senators from the agricultural States are not going to let 
it pass. If this is merely a gesture to kill off help for the 

old people throughout the agricultural belt, get up here and 
say so and let us fight It out on that ground. But if it Is 
done by subterfuge, then the old people may say, in the 

words of Shakcspeare:
And be these juggling "'men" no more believed 
That palter with us in a double sense; 
That keep the word of promise to our ear. 
And break It to cur hope. 

Thbey, promised us Just the other day that they would bring
in a bill to correct the injustices In the old-age pension law. 
Now what have they brought in? A measure that at very 
best will only increase the old-age pensions In those States 
where they do not need it, keeping the word of promise to 
th ear and breaking it to the hope. Our old people askerd 
for a fish and you offered them a serpent; they asked for 
bread and you offered them a stone. They asked for a 
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change that will help to keep the wolf from the door and you 
bring them one that will further penaLize the old people In a 
majority of the States and only'benefit a few in those States 
that are already well cared for. 

The present social-security law, as I pointed out, leaves out 
the farmer entirely except as he may be permitted to par-
ticipate in these old-age pension provisions which so violently
discriminate against the agricultural States. 

Mr. BUCK. Mr. ChairmWan, will the gentleman yield?
Mr. RANKIN. yes. 
Mr. BUCK. Did you or anybody else appear before the 

Ways and Means Committee and ask that agricultural labor 
be included in this provision?

Mr. AI~IN.Oh,he entemanfro Caiforia Mr.
Mr.h, ANKN.he gntlmanfro Calforia Mr. 

BucK] is now referring to day laborers, or hired help on the 
farm. Of course, the farmers do not ask, nor do their friends 
ask, to have them included and forced to pay a tax to guar-
antee a pension to others that is denied to them. He 
barely makes enough to pay the wages of his hired help,
much less an extra tax to take care of his hired man after he 
leaves him or becomes too old to work. 

Every intelligent man knows that the farmer who culti-
yates his own land does not participate, and cannot par.
ticipate, in the provisions of the Social Security Act except
insofar as he is compelled to pay indirect taxes to meet the 
burden. His only chance for any compensation at all is
through the old-age pension, that would keep the wolf 
away from his door when he passes the age of his earning
Power. And yet, while you wring indirect taxes from him 
to take care of other people, in the richer States, you leave 
him to the mercy of fate with only such meager assistance as 
his State is able to match, which the above table shows,owa$61pemot.Te yo wodrwyteruns aslo as615prmnh enyuwnewyte
old people of this Nation are grasping at every straw in their 
struggle to secure some measure of economic justice. ~ 

Let me warn, you now, that you are going to wipe out these 
jutcIeulteadd toteodpoloftear-Ineualtie,d jutic ad totheoldpeole f te ari-

cultural States or you are going to have some such measure 
as the Townsend bill before you from now on, It would 
at least treat all old people alike. 

This measure, as It now stands, Is not only a flagrant In-
Justice but it will be a terrible disappointment to the old 
people In a majority of the States of this Union. These in-

eqaiieiutbecreceadshioneshtssdn te~~ippi ---------------------------------------- 7.22 18.03e crretedequaitis mst andthesooer hatis onethe South Carolina ------------------------------------- 7.79 19.10better it will be for all concerned. [Applause.] 
The CHAIRMAN. The Chair recognizes the gentleman

from Georgia [Mr. PAczL. 
Mr. PACE. Mr. Chairman, the gentleman from Oklahoma 

has referred to this amendment as "madness." I am won-
dering if there is not a greater tempest behind the amend-
ment. If you check the roll call on the vote on the Townsend 
plan, you will find there were only nine votes out of the entire 
agricultural South for the Townsend plan. Our people are 
usually reasonable; they are patient and long-suffering, but 
I do not believe our people, who try to be good Americans, 
are always going to endure such discriminations as now exist. 
If those 9 Representatives should suddenly become 90 Repre-I mwneigi asadMasCr-h
sentatives, I mwneig fteWy ndMasCm 
mnittee would have proved itself of real service to this Nation 
in opposing amendments of this kind. [ do not say that theprsn rmtoeSae ol oefrtepeetmembership fo hs ttswudvt o h 
Townsend plan, but if such inequalities as now exist are 
continued the people may send Representatives here who 
will vote for It. 

PersnallfunamenallI a oppsed o machin. I 

think it brings about a -system of Federal control over the
States that is endangering our form of government. If the 
Federal Government is going to contribute to the support of 
the aged and needy, it should do so In a direct manner, with-
out conditions or reservations. If the committee believes 
that $20 per month is the proper amount which the Federal 
Government should pay, then that amount should be paid
direct to the beneficiary, and let it be left up to the States 
to handle their own affairswithout force from the Federal 
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Government, and Increase or supplement that amount In 
such manner and to such an extent as it desires and as Its 
condition permits. 

The present matching system is unfair; it results in old-
age assistance grants to States, particularly, the rich and 
prosperous States, rather than to the aged and needy. An 
aged and needy person In Georgia is entitled to the same 
assistance from his or her Government as an aged and needy 
person living in any other State of the Union. How unfair 
the present system Is, and the changes sought to be made 
by this amendment are shown by the following table: 
Average amount of o~d-cge assistance per aged needy Individual f0or 

Apr-.Il 193f,, by Statcs, comnparedi with maximum po'ssible average 
amount under a rcv-ised plan of four-filfthsa Federal matching ont$25 per month per aged individual 

[Bwd upo ~trsnriton that States continue to expend as much as they now expend 
anti!ce a]. the a~dditioral I-Meral funds for increasked grants to the agedi 

ahn 
M'veragr 
pvraeamabnt 

pal~ under 
April 1939 rvie 

pa 

Rtegion 1: 
Connecticut ------------------------ M$Ss 8314
Alaiane----------------------------- 20.54 30.27_assachusetts-------------------------------------- 2S. 57 34.29 
New Ifasinpre---------------------------------. 2.4 3.7 
Vermont ------------------------------------------ 1J504 27.52 

Region 11: New York ---------------------------------- 24.20 32.10Region Ill:
Delaware------------------------------------------ 10.89* 2&43 
New Jersey---------------------------------------- 19.52 29.75 

ReginnsyVana-----------------76:88
Distrkwt of Columbia-------------------------------- 25.62 32.81Maryland ----------------------------------------- 17.28 28.64 
North Carolina ------------------------------------- 9.55 23.90 
t9~i ------------------- ----------9.64 24.10S~rt irina..----------------------1389 26.95 

Region V. 
Kentucky------------------------------------------8.67 2L.70Michigan------------------------------------------16.64 28&32
Ohio----------------------------------------------27.55 31.28 
Ilini -------------------------------------------- 18. 97 29.49 
Indiana ------------------------------------------- 17.01 2311 
wisconsin ----------------------------------------- 21. 09 30.asRegion VII:-------------------­
F~lorida ------------------------------------------- 13.893 2k92 
asorgia--------------------------- ------------ &55 21. 40 

Tennessee -------------------------------------. 13.22 26.61 
ReIona-------------------- -------- 19. 29. 93 

Minnesota--------------------------------------- 2D.5 30.33Nebraska ----------------------------------------- 1I5.72 27.86
North Dakota-----------------------------------. 17.66 28.83 
South Dakota--------------------------------------18. 98 29. 49Region IX:
Arkansas ------------------------------------------ 6.05 18.15 
Kan~aw----------------------- 71 29.36Alissourl------------ ------------------ I& 67 29.34Oklalsoma.--------------------------------------. 19.7-9 29.90 

Region--------------X: ~ z 
New Mesico ----------------------------- -------- 11.80 2_.90 

Region XI:1.0 2.1 
Arizona-----------------------------------------. 26.26 33.13 
Colorado------------------------------------------ 2 12 34 CIdabo--------------------------------------------- 21.31 30.66 

ontana ------------------------------------------ 1I6.99 23150Utahb--------------------------------------------- 20.66 30.33Wyoming...............................------ 21.6 X9 
Region XR1.5:09

California------------------------------ ----------- 32.46 36.23
Nevadla------------------------------------------- 26.57 33.29 
Oregon-------------------------------------------- 21.32 30.66 

Ten ionles& ------------------- 31 10 
Alaska ---------------------------- . 27.50 38.73
Hawaii--------------------------------------------12.69 31353 

NOTE.-The arerare payments shown for the revised plan amemade on the as­
%umitionthat each State maintains the number of recipients as at present and usesall the additional Federal funds for incrv,&sed grants to the aged. Those States
which wish to put additional individuals on the rolls and also raise the payment 
somewhat would have different averages than shown above 

The CHAIRMAN. The gentleman from Oregon [Mr.
MOTT] Is recognized for 2 minutes. 

Mr. MOTT. Mr. Chairman, most of the argument in favor 
of this amendment so far has come from the Members of 
what has been referred to as the poorer States. So far ais 
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providing for old-age pensions under the present law is con-
cerned, the State of Oregon, which I represent, cannot be 
classed as one of the poorer States, because we pay one of the 
highest average old-age pensions of any State in the Union; 
the average is something more than $21 per month. But as 
one who believes in substantial old-age pensions and as one 
who is thoroughly convinced that old-age security is a Fed-
eral rather than a State responsibility, I intend to support 
this amendment, 

The people of this country have been led by the present 
administration to expect, and they do expect, from the bill 
now before us some real liberalIzation in the amount of old-
age persions. But as the bill stands now there is no liberali-
zation whatever in It. The alleged liberalization is nothing 
but an empty gesture. In fact, in my opinion, it is a joker, 
Those who opposed the Townsend legislation in the House a 
few days ago criticized the sponsors of that proposal because 
it mentioned a maximum amount of $200 beyond which a 
pension could not be paid in any event. It was contended 
that the sponsors were hypocritical because they knew the 
bill would not furnish that amount and that the advocates 
of the bill therefore were trying to fool the old people. The 
Ways and Means Committee, in reporting this bill, can with 
much greater accuracy be accused of being hypocritical, be-
cause they know that the States which are not able now to 
furnish even $15 and to match the Federal Government's 
contribution of $15 will certainly not be able to match a con-
tribution by the Federal Government of $20 on a 50-SO basis, 
Thie people of those States, therefore, will get no larger pen-
sion under the proposed bill than they have been receiving 
under existing law. The Colmer amendment requires only a 
25-percent contribution by the State, and it will therefore 
enable every State which wishes to do so to receive the full 
benefit of the Government's contribution of $20 per month. 
I propose, therefore, to support the Colmer amendment as a 
step in the right direction. [Applause.] 

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman 

from Texas (Mr. PATmAN] for 2 minutes. 
COLMER AMENDMKN? 

Mr. PATMAN. Mr. Chairman, if 2,000,000 people received 
old-age pensions under the committee's proposal, the 
amount will be $480,000,000-$480,000,000 by the Federal 
Government and $480,000,000 by the States. Under the 
Colmer amendment the cost will be exactly the same to the 
Federal Government-not be a penny's difference. It would 
cost just as much under the committee's proposal, if all States 
take advantage of the opportunity given by the committee, 
as under the Colmer amendment. The only answer that 
can be offered to that Is that we know when we offer it to 
them that they cannot get it. We are offering something 
In the committee amendment that we know they cannot get. 
Only two or three States can take advantage of that oppor-
tunity. We will penalize -the other people because they live in 
the other 45 States of the Union. 

Is this the way to legislate? Do you not think, since 
taxes are collected from all the people alike according to 
income, according to the number of gallons of gasoline they 
use, according to the different articles they use on which the 
Federal Government levies a tax, that we should distribute it 
on a fair and equal basis for old-age security purposes? You 
know and I know that this bill is not going to become a law 
as the House passes it. We know that the bill must go to 
another body and that amendments will be offered and 
adopted. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. PATMIAN. I cannot yield; I have oniy 2 minutes. 

The gentleman and his committee had 8 hours, 
Then this bill will be written in the conference committee, 

So let us adopt the Colmer amendment. [Applause.] 
[Here the gavel fell.] 
The CHAIRMAN. The gentleman from New York [Mr. 

REED] is recognized for 3 mInutes. 
Mr. REED of New York. Mr. Chairman, in the State of 

New York, considered one of the wealthy States of the 
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Union, we have very gradually been raising the pension for 
the aged. I think we have raised it too slowly in view of the 
capacity of the State to pay. I have felt that the legis­
lature In my State could have exercised a little more vision 
when It came to the question of pensions, because it Is per­

ap!: they are not the amount thernnrent matching 
Federal Government Is prepared to pay. 

If you want to destroy the Impulses such as they are in 
our State and other States, to take care of the old people,
then all you have to do Is to pass this amendment. Our 
State was left with a terrific debt some years ago. The peo­
ple are struggling, even though the State may be rich in 
resources, struggling to pay off that debt, to balance Its 
budget, trying to pare down the expenses of the State. At 
the present time the average pension paid in New York State 
is $24.27, of which the State contributes $12.13 V and the2 
Federal Government a like amount. Under the provisions 
of this amendment what would happen? The New York 
State Legislature could reduce expenses simply by reducing 
the amount it is now paying the aged and still pay a pen­
sion larger than it is paying today; that is, It can save by 
reducing Its contribution to the average old-age pension 
by putting up only $5, and thus make a saving of $7.13'/2 
on every pension paid. You will find, if you pass this 
amendment, that every one of those States instead of rais-
Ing the pension to the aged is going to reduce Its share 
and still pay a pension as large or a little bit larger than 
they are paying now. So if you adopt this amendment, you 
are going to destroy the gradually growing feeling that 
something more should be done for the old people in these 
States; and I say to you that It would be an absolute calam­
ity for Pennsylvania, Illnois, New York, and many of these 
States that are gradually edging up their pensions to have 
such a bill as this passed, for they will reduce the amount 
they now contribute while the result will be that the old 
people will receive no greater and possibly a smaller pen­
sion than they are receiving today. 

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman 

from Florida [Mr. GREEN] for 2 minutes. 
Mr. GR.EEN. Mr. Chairman and my colleagues, I voted for 

the Townsend plan bill and I am supporting the Colmer 
amendment. The care and assistance to the aged Is a Federal 
responsibility. Such amount as is paid to the aged as pen­
sions should be paid by the Government directly to the aged 
and without the requirement of any local or State matching 
or contribution. Under the present set-up, the aged of our 
country are receiving diff erent amounts in the different States 
of the Nation. The old-age assistance benefits range from 
$6.05 per person in Arkansas to $32.46 in California. These 
figures are the average amounts of old-age pension or assist­
ance now being received in these States by the needy aged. 

In the State of Florida, I believe, the average there received 
per person Is $13.83, and this, of course, Is about the average 
amount received throughout the United States. Of course, it 
Is obvious that any such system as this is wrong. A person ini 
Florida, Mississippi, California, Arkansas, and New York 
should have exactly the same amount of old-age assistance. 
It should be equal and the Federal responsibility is equal and 
should be equally met by Federal appropriation and Federal 
administration. 

I would prefer to see the Government pay even a small 
amount and let it be paid directly by the Government to the 
Individual without State contribution. Even the Federal 
amounts which are now paid should be blanketed throughout 
the country equally in this manner. An aged person can be 
in hunger and want to the same degree in one State as lin 
another. Dependency, hunger, need, and responsibility know 
no State lines. Under the present plan, the people In Arkan­
sas, where a low pension is paid, are helping to pay the pen­
sionss in California, where a high pension Is paid. Direct and 
Indirect Federal taxes collected throughout the United States 
make up the funds to pay Federal benefits to the aged; there­
fore similar tax contributions are made from all parts of the 
country to make up the old-age pension Federal fund. I$ 
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should undoubtedly be disbursed to the individual in like 
amount, regardless of where he resides within the United 
States. of course assuming he is a citizen of the United States 
for the required statutory period. 

The Colmer amendment would direct the Federal Govern-
ment to pay 80 percent and the State government to pay 
20 percent. This, of course, will go a long way toward equal-
izing the amount received by the aged in the various States. 
I strongly favor payment of Federal pensions to all of the 
aged of our country. If some of my colleagues differ with 
me concerning the word "all," then I am willing to meet 
them halfway and vote for a bill to pay pensions to all 
aged Persons in the country who do not pay a Federal income 
tax. If an aged person who has a reasonable amount of 
Property draws the pension and does not particularly need 
It, he can and will use it to pay his taxes, 

If legislation is finally passed at this session compelling 
State contributions to match Federal old-age pension funds, 
then the administration of the fund should be authorized 
and directed to be carried on by local State agencies. In 
the State of Florida we have in each county five county 
district officers known as county commissioners. They levy 
the tax in the various counties and are, in fact, the county 
financiers. They are the ones in Florida to administer 
benefits to the aged. They kncw personally, In almost every 
case, each aged person in their respective districts and know 
the needs of each aged individual. Under the bill now before 
us a provision should be written-and I hope It will be-
enabling and directing this local control and administration, 
It will save nmillions of dollars in administration expense 
annually and will supply pensions to additional thousands of 
aged. [Applause.] 

[Here the gavel fell.] 
The- CHAIRMAN. The Chair recognizes the gentleman 

from North Carolina [Mr. COOLEY] for 2 minutes. 
Mr. COOLEY. Mr. Chairman, I think that the $20 pro-

vision in this bill is nothing but a grand gesture and a false 
hope. Something has been said about holding out false 
hopes to the aged people of this Nation. The fact is this 
ccmmittee is dangling before the eyes of the aged people of 
this Nation the hope of receiving $20 Federal contribution 
which they know in their hearts the aged people will never 
receive, 

I believe not only in liberalizing pensions but in equalizing 
the pensions to the aged people of the Nation and I believe 
the Colmner amendment will place emphasis upon the equali-
zation idea which I have in mind. 

I want to call attention to the fact that the Eskimos in 
Alaska receive now three times the amount in pensions Per 
person than do the people of my State of North Carolina, 
from which the distinguished chairman of the Ways and 
Means Committee comes. If there is any reason why this 
committee should be wiAlling to increase the Federal contribu-
tion to $20 a month and at the same time oppose the Colmer 
amendment I would like to know that reason, and I would 
like to have somebody on the Ways and Means Committee 
tell me just how the present provision in the bill will help 
the people of North Carolina when they must know that we 
are not now taking advantage of the $15 Federal contribution 
which has been made available, 

In North Carolina we realized long ago the necessity Of 
the strong aiding the weak and we provided an equalization 
fund in connection with our educational system by which the 
strong counties help the weak counties of the State. The 
Colmer amendme-nt will put that sort of principle into the 
social-security bill. 

May I call attention to the fact that according to infor-
mation I have received from the Social Security Board, 31.193 
recipients in North Carolina receive an average pension of 
$9.26 per month, and I am advised that more than 8.000 
applications are now pending. No doubt practically all of 
the 8,000 applicants who have not yet received any pension 
whatever are Just as worthy, just as dependent, and just as 
much entitled to the relief provded by the socal-securty law 
as those now drawing pensions. I understand that In my 
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own county the State made Its calculations upon a basis of 
400 eligibles. I am advised by the welfare officer of Nash 
County that there are more than 1,500 eligibles in the county. 
Funds were provided on a basis of 400 eligibles, and the funds 
provided have been actually divided between 600 aged per­
sons, which means that the 600 now receiving a pension oni 
an average of approximately $8 per month are receiving only 
about two-thirds of the amount which the State intended for 
the 400 considered In its original calculations to have. Even 
though 600 citizens of the county are now receiving a meager 
pension, the fact remains that according to the record ap­
proximately 900 aged and qualified citizens are not receiving 
any pension whatever. 

In the State of South Carolina the average pension Is 
$7.19 per month, in Mississippi $6.47 per month, in the State 
of Arkansas only $4.22 per month, and I would have you 
also remember that the Eskimos in Alaska are receiving an 
average pension of $27.32 per month. In California the 
average pension is $32.39 per month. If the present system 
continues, It is perfectly plain to see that the old people of 
North Carolina, South Carolina, Mississippi, Arkansas, and 
other Southern States will be much better off if they give up 
the State of their nativity and thumb rides to California or 
even to far-away Alaska. 

When it comes to paying money Into the Federal Treasury, 
North Carolina ranks at or near the top in the list of States. 
When it comes to receiving assistance from the Federal G.v!­
ermient, our State ranks at or near the bottom of the list 
of States. The Federal Government, if it owes any duty at 
all to the aged people of the Nation, owes exactly the same 
duty to the aged people living in the poor States that it does 
to those who live in States where wealth abounds. The $20 
provision in the present bill will only make possible higher 
and better pensions in wealthy States. The fact that North 
Carolina and many other States In the Union have not taken
advantage of the full $15, which has been available since the 
enactment of the original Social Security Act, certainly indi­
cates that they will not take advantage of the increase pro­
vided in the bill under consideration. If any member of the 
committee can do so, I would appreciate it very much if he 
will point out to me just how this $20 provision will help the 
old people of my State. 

I believe that the Colmner amendment will mean much to 
the old people of North Carolina, and I certainly hope that 
It may be adopted. [Applause.) 

(Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman 

from California [Mr. BuOKI for 3 minutes, 
Mr. BUCK. Mr. Chairman, the trcuble with the Colmer 

amendment is that it abandons the principle of equal 
matching of Federal grants-in-aid for old-age assistance at 
tremendous cost to the Federal Government. _Last year the 
Ways and Means Committee brought in and the Congress 
enacted a bill that repealed $30,000,000 of excise taxes such 
as those on furs, phonographic records, sporting goods, cam­
era lenses, chewing gum, matches, hot oil, mouth washes. 
and various other things. If the Colmer amendment Is 
agreed to, the Ways and Means Committee will be under 
the painful necessity of putting back into the tax laws not 
only this $30,000,000 but over 10 times as much in order to 
pay the $407,000,000 that the Col~mer amendment will cost, 
I think that is a sufficient reason why we should think twice 
before adopting the amendment. Moreover, may I say that. 
the reason for equal matching is based upon the principle 
that a State is in a position to determine by the light of its 
own resources, its habits, and its customs what should be 
granted to these aged people and under what circumstances, 
So we continue as we have now, a flexible system, for in a 
country of our size with its various conditions It Is essen­
tial that any equitable and adequate treatment of the prob­
lem of need, which Is the basis for relief under title H of 
the Social Security Act, should he granted in accordance 
with the variation of the individual's circumstances. 7bese 
circumstances certainly vary with the geographical loea­
tion-.-that; is, the State location in which the pensioner finds 
himself. That Is a sound principle. A Federal penslozL 
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based upon a uniform amendment and applied universally 
is not sound, as I believe we have demonstrated to you in 
the general debate, 

I am in deep sympathy with some of the States that 
complain that they have not the funds to match the Govern-
ment fully to the $15 granted heretofore by the Federal 
Government; $20 hereafter. Perhaps they do not want to. 

Let me call attention to the State of Mississippi in con-
nection with its road projects. From 1935, according to the 
Bureau of Roads, to the present time, road projects amount-
Ing to $41,617,000 have been put into effect in Mississippi, of 
which sum Mississippi received over $18,000,000 from Fed-
eral grants, leaving $23,000,000 that was borne by the State. 
Mississippi sold bonds, put on a seles tax, and otherwise 
raised the money for this when It wanted to. But in 1938 
Mississippi spent for old-age pensions only one-half million 
dollars. 

it seems to me when those are the actual figures-and 
there are other similar cases-that we might well consider 
whether these States actually want to take care of their 
aged with their own resources or whether they are merely 
looking to the Federal Treasury-in other words, Uncle 
Sam-to pay vastly more than he has been doing, so the 
home folks shall not be burdened by the cost of caring for 
their own. 

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman 

from Montana [Mr. O'CoNNoR] 
Mr. O'CONNOR. Mr. Chairman, In my State the people 

have been able to advance $10 and the Federal Government 
aid is the same amount. The needy people of our State are 
now being paid a pension of $20.56. If the Colmer amendment 
Is adopted, for which I am going to vote, and assuming that 
my State continues to pay $10 as it has in the past, the aged 
people of my State will receive a pension of $30. Under the 
bill as written Montana would not be benefited, as we are 
unable to match the $15 provided for under the pi..sent law. 

I want to ask the membership of this House how in the 
name of God we can expect people in the high altitudes, 
where an enormous amount of fuel Is required, to pay their 
coal bill, pay their rent, pay for their clothing, and pay for 
their food out of the sulm of $20.56 a month? Each of us is 
drawing a salary of $10,000 a year. I ask, how are we 
going to look in the faces of the needy old people of this 
country and keep that money and deny them enough, if you 
please, to get even some of the common necessaries of life? 

It seems to me to be no less than outrageous for us to 
stand here this afternoon quibbling over a few dollars: a, 
few dollars for whom? For the aged people of this country, 
who, in my section of the country, built our schoolhouses, 
our churches, our courthouses, and other public improve-
ments, and improved our farms and irrigated our lands, many 
of whom are today in. their declining years and in want. 

RECORD-HOUSE JUNE 9 
that coming here with a bill and saying: 'We are going to 
liberalize the assistance to the aged," and then saying, "We 
will give you $20 a month if your State will do the same 
thing," is not a joke, because It is a very serious matter. It 
is fooling the old people of this country who should expect 
more from the Congress of the United States than that, 
For one I do not propose to do it. I believe if a person In 
one State is entitled to a certain amount from the Federal 
Government a person In another State is entitled to the same 
amount. Most certainly the obligation of the Federal Gov­
erninent to all needy aged persons is the same, whether they 
reside in New Mexico or New York, yet the opponents of this 
amendment would force the Congress to practice discrimina­
tion in violation of the very fundamental principle of our 
American Government. 

To my mind it is deceit of a vicious form to seek to lead 
the aged citizens of this country, who are In dire want, to 
believe that we are liberalizing our old-age assistance policy, 
when in reality we are doing nothing of the kind. I do not 
want to be, nor will I wittingly be, a party to that sort of 
subterfuge. 

To refuse to adopt this amendment Is not economy; it Is 
parsimony of the type that justifies embittered criticism of 
this Congress by those whom we have led to believe we would 
help. When we appropriate lavishly for those who are able-
bodied and able to withstand life's vicissitudes, how can we 
Justify our failure to do likewise for those who become en­
feebled and dependent through declining years? Are we to 
revert to the cruel practices of paganism and savagery and 
destroy those now aged whose fortitude and courage once 
provided the bulwark upon which our Nation has grown and 
prospered? 

The merit and the justice of this amendment is beyond 
question; It should be adopted. [Applause.] 

[Here the gavel fell.] 
The CHAIRMAN. The gentleman from Michigan [Mr. 

DINGELL] Is recognized for 3 minutes. 
Mr. DINGELL. Mr. Chairman, I for one would hate to 

come before you hat in hand and constantly plead poverty 
on behalf of my State. I do not think there is a material 
distinction between the State of Mississippi and the State of 
Michigan. It is just a question of whether the State of 
Michigan will pay a pension arid whether the State of Mis­
sissippi declines to pay one. I believe the reflection is upon 
the State which refuses to take care of its own problems. 
My State levies taxes upon the property and wealth of the 
State and Mississippi will not tap its tax reservoirs and for 
that reason appropriates about one-half million dollars for 
pensions. 

Thywudbplaetocm ineradgtfu­
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money, and they would pay this out in a pension to their 

beaditdothsforeduceThese are the people we are trying to legislate for here today.theed Fiiedera grat iasicesdte even ol 
The Colmer amendment Is not a long step forward, but Is 
some improvement over the present situation. (Applause.] 

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman 

from New Mexico [Mir. Dxipszy] for 2 minutes. 
Mr. DEMPSEY. Mr. Chairman, I propose to support the 

Colmer amendment because I believe it is a disgraceful thing 
for this great, wealthy Nation to see aged people with but a 
few more years to live lacking the bare necessities of life. I 
further regret that frequent promises have been made to 
the people of this Nation, largely by persons of my political 
faith, telling them that no man or woman will want for food. 
and that we now say to the people of the States, "If your 
State cannot contribute anything to the pension fund, the 
Federal Government has no interest whatever in whether 
you live or (lie." 

Much has been said here today about taxes. What do 
you think of a State such as New Mexico, where the Federal 
Government owns 55 Percent of the total lands of the State 
and pays not a dime of tax to the people of our State? The 
45 percent remaining provides the money for old-age assist-
ance and the various activities we have to carry on.. I belimv 
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the stringency of the needs test in the poor States in order 
to spread these pensions wider and thicker. But they will 
not do it of themselves. Why not? Do not try to tell me 
that the State of Mississippi Is so poverty stricken that it 
cannot pay a decent and reasonable pension. This reflection 
upon the $40 gross payment which Is provided in the present 
bill, that it is a hoax or a false gesture, is entirely wrong. 
I resent such demagoguery and such inferences. 

Mr. COLMER. Mr. Chairman, will the gentleman yield? 
Mr. DINGELL. I aml sorry. 
That $40 amendment was offered in good faith. It will 

produce the desired effect if the States will show their sin­
cerity. their honesty, and their willingness to meet the Fled­
eral Government on a dollar-for-dollar basis. It Will do 
Just exactly what it was intended to do, that Is, It will pay, 
up to $40 a month to every eligible pensioner In your State, 
or pay, an aged couple as high as $80 a month. That is 
$960 per year in cold roiled American money, and. you can­
not discount or laugh that off. 

Mr. GEYER of California. Mr. Chairman. will the gen­
tlemain yield? 
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Mr. DINGELL. I am sorry; I have only 3 minutes. 
I have heard a gentleman trying to tell this House-and I 

do not know his method of calculation or what kind of 
arithmetic he learned during his early years-that this 
amendment will not cost the Government any more than 
the Federal Government is paying now. It is sheer bunk 
and nonsense and an insult to a man's Intelligence to try 
to gct away with a statement of that kind. If the total 
amount involved is half a billion dollars, on a 50-50 basis 
the Federal Government is called upon to pay $250,000,000, 
and on a four-flfths maximum basis the Federal Govern-
ment would pay $400,000,000 out of $500,000,000. Is there a 
difference? I will say there is a difference! One hundred 
and fifty miJllon dollars, or 60 percent. 

This Proposal would shift the burden from the derelict 
States and place it upon the Federal Government without 
Increasing pensions, certainly not in my State. Moreover, it 
would freeze the pension base at the lowest level paid by the 
so-called poor States. Remember, the Federal Government 
must match payments, not in one State or in the poor States 
but in all States. (Applause] 

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman 

from Michigan [Mr. CRAWFORD] for 2 minutes. 
Mr. CRAWFORD. Mr. Chairman, this proposed amend-

ment strikes me from four different angles. First, we con-
fuse dollars with what you might call frugal living. Anyone 
who has lived in the North as well as In the South knows that 
you can enjoy a frugal living in the South with fewer dollars 
than you can in the North. The dollar cost of living is not 
so great in a mild climate as In a cold climate, 

Second, the adoption of the amendment would further dis-~ 
locate and destroy industry as it is now operating and that 
would in turn add to the insecurity of the present structure, 

Third, as the committee recommends, the people can now 
act on old-age assistance and pensions by increasing the 
amcunt of the State appropriation In accordance with the 
needs, as pointed out by the distinguished gentleman from 
California, who is a member of the committee. 

if 
Fourth, ifyou adopt an amendment which moves in the 

direction of destroying friendliness toward the social-security 
program by imposing on the so-called northern industrial 
States a greater burden than they can possibly carry, in 
order to give financial relief, we will say, to the States that 
are not so blessed with industry, that in turn would under-
mine the entire social-security structure and eventually lead 
to a break-down of the program and destroy the Social 
Security Act through a demand for its repeal. 

For these reasons, as well as others that could be enumer-
ated, I shall vote against the amendment, and, of course, I 
hope it will be defeated. [Applause.] 

[Here the gavel fell.] 
The CHAIRMAN (Mr. THomAsoN). The Chair recognizes 

the gentleman from California [Mr. LELAND M. FIoRD] for 2 
minutes. 

Mr. LELAN~D M.FIORD. Mr. Chairman, I have heard many 
remarks made here today about some poor States. I have 
heard the remark made that California is the only State that 
is paying the $15. I have heard something about the matter 
of gestures, but let me tell you men that, as far as California 
is concerned, it Is no gesture on the part of California, because 
California will be benefited by this amendment, 

You people may or may not know, but you ought to know, 
that California is carrying the load, or at least part of the 
load, of some 47 other States that either cannot or will not 
raise the money to take care of their needy aged. Therefore 
I think it is proper that this load should be equalized and the 
Federal responsibility recognized. I do not think there is 
any question but what there should be a uniform amount that 
the Federal Government should contribute, and regardless of 
wh.at my colleague who preceded me a few moments ago said, 
that all States are equal In purchasing power, any man who 
has helped to make up a tax roll knows that States have 
diferent amounts of taxable wealth, 

Mr. BUCIL Mr. Chairman, will the gentleman yield? 
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Mr. LELAN~D M. FORD. I cannot yield. 
With reference to my friend the gentleman from California 

[Mr. Bucid, he comes from a part of California somewhat 
removed, some 400 or 500 miles away from this load In south­
ern California. We have 111,000 indigents in Los Angeles 
County. We have 132.000 on aged aid in the State, of which 
half are in Los Angeles County. My colleague the gentleman 
from California [Mr. Bucx] may not know what the pressure 
of this means, but in Los Angeles County alone $8,000,000 
goes on the taxes of the homes of all the people to pay this 
money. This means about 40 cents in the tax rate. 

If this amount is made uniform and the Federal Govern­
ment will assume its proper and honorable responsibility by 
assisting the respective States to take care of their just pro-
Portion of this load, this action will keep these aged people 
from going to California and placing on that State a dispro­
portionate and unjust burden. It will also permit these aged 
people to remain In their respective States, which are actually 
their real homes, and retain these ties of kinship and friend­
ship that may be dear to them. 

These elderly people must be taken care of. If they actually 
are in need, they will either be taken care of here or on the 
indigent rolls. I appeal to each Representative of each one 
of the States to do his duty by these old people, to his own 
State, and to the other States, who are. doing their duty, par­
ticularly California, to vote for this amendment on the 
further ground of common justice. 

California Is paying relief and aged aid benefits for many 
of the 47 States. It cannot much longer continue to do this. 
and I therefore appeal to you for this support to which we 
are eminently entitled. 

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman 

from Illinois [Mr. MITCHELL] for 2 minutes. 
Mr. MITCHELL. Mr. Chairman, 4 years ago I stood on 

the floor of this House when we were considering this legis­
lation and I said then that if it Is the duty of the Congress 
of the United States to provide a pension for old people, It 
is not providing that pension when we base it upon the wealth 
of any particular State, and I stand here to ask you this 
question: Are we pensioning the wealthy States of our great 
Government or are we pensioning the poor people, the aged 
people of this Government that we say we are pensioning? 
I think It is well for us to stop and think of this. 

I am in favor of this amendment because It comes closer 
to the remarks I made 4 years ago than anything I have 
heard offered on this floor for the relief of the aged of this 
Nation. 

I take no stock In the statement that we have no poor 
States and no rich States. I heard a member of the Com-~ 
mIttee say a moment ago that Mississippi Is as wealthy as the 
State of Michigan. I am wondering If he has any poor coun­
ties in the State of Michigan that are not quite as wealthy 
as the county in which Detroit is situated. We do have poor 
counties and poor States, we do have rich people and Poor 
people, and if this Congress owes the old people of this Nation 
a duty to pension them, we ought to do it without regard 
to State lines. 

I am going to vote for the amendment. [Applause.] 
The CHAIRMAN. The Chair recognizes the gentlemau 

from Louisiana [Mr. ALLmq] for 2 minutes. 
Mr. ALLEN of Louisiana. Mr. Chairman, by the great 

committee of this House, the Ways and Means Committee, 
we have been led upon the mountain top, we have been shown 
the promised land, and now, by their mandate of 50-50. we 
must return to wander in the wilderness. [Laughter.] 

I want to present these facts to you gentlemen who come 
from the great industrial sections. The gentleman from 
Michigan a moment ago made a comparison between the 
Southern States and the great State of Michigan. Did It ever 
occur to you gentlemen from the Industrial sections that, 
every dime we get gravitates right back to you? Do you 
know that every tool that we use in every walk of life comes 
from you people? It is made by your workmen. Do you not 
know that you will be the recipients indirectly of every dime 
that Is paid to the southern agricultural sectionst 
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Mr. DINGELL. Mr. Chairman, will the gentleman yield? 
Mrt. ALLEN of Louisiana. I am sorry, but I do not have 

time to yield. 
Mr. Chairman, I present this to you as an industrial prob-

lem. What this countiry is suffering with is a lack of distribu-
tion of money, a lack of buying power in the hands of the 
great poorer sections of the country. If you want to rehabili-
tate this country, then make it possible for the poor people in 
the farming sections, the farming South and the farming 
West, to buy your industrial goods, and this country will be 
better off. 

Your greatest market Is not abroad, but at home. Count-
less millions do not have the purchasing power to secure the 
things they need. The wealth has been accumulating in our 
large centers in the North and East so that now the great 
mass of humanity in the less-favored sections are without 
purchasing power. I say to you who represent the financial 
centers that, in my opinion, you are pursuing a short-sighted 
course. You have the factories and you have the funds with 
which to operate them. Many of your people need the work. 
Our people, an agricultural people, need to buy your goods.
We have agricultural products that you need. You have it 
within your power to bring about a redistribution of these 
elements. I say to you who represent industrial sections that 
your welfare and the welfare of your constituents, In my 
humble opinion, will be best served by recognizing the need 
of the whole Nation and that the Nation cannot be healthy 
as long as we have submerged millions in our land. 

Now, the amendment proposed by the gentleman from 
Mississippi [Mr. CoLmER) will go a long way to bring about 
this redistribution of the goods of the land. Under this 
amendment every old person who qualifles for this assistance 
would receive a minimum of $25 per month, $20 of which 
would be paid by the Federal Government and $5 by the 
State. If a State puts up more than $5, of course, the amount 
would be more than $25. 

Frankly. Mr. Chairman, I would like to see our aged get 
more than this minimum of $25. but this would be such an 
Improvement over what we have now that It would be a God-
send, Personally I would like to see the Federal Govern-
ment pay not less than $30 monthly direct to our aged. Thi 
was the proposal of my great and lamented friend, Senator 
Huey P. Long. He Introduced a bill to do that and I have a 
bill pending which embodies his principles. I do want to 
see the principle of greater Federal contributions established, 
preferably a direct Federal pension, because this is one of the 
best ways I can think of to bring about a more just equaliza-
tion of the goods of the land and the opportunities for making 
a living. I am wholeheartedly supporting this amendment, 
and I sincerely hope that it will pass. [Applause.]

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman 

from Oklahoma [Mr. MASSnsALE] for 2 minutes. 
Mr. MASSINGALE. Mr. Chairman, I call attention to one 

matter that appears to me to be somewhat unfair, and that is 
this: When some gentleman was speaking in behalf of this 
amendment two or three of the members of the committee 
having charge of the bill asked in unison how he had any 
assurance that the States were going to participate. I will tell 
you how you get It. You get it from the language of your own 
bill, from your own words. There Is no change in anything 
in the wording of this bill except in the percentage quota. 
It is simply changed from one-half to 80 percent in one place, 
and that is the only change there is In it, so that if you have 
the authority now, or have any assurance now, you will have 
It when the Colmer amendment is Put into the bill, 

My distinguished colleague from Oklahoma [Mr. DISNEY]-
and he is a dear friend of mine-is uneasy about the $417,-
000,000 that he says this bill will cost more than the commit-
tee bill will cost. The gentleman got his information from 
Mr. Altmeyer. Mr. Altmeyer is the Chairman of the Security 
Board, and he consulted the index of the dead Indians on the 
rolls in Oklahoma. That is the way he got it. [Applause.] 
Wr. Altmeyer is an excellent administrator, but I fear his 

experience with social security in Oklahoma gave him an 
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enlarged photograph of the activities of those Indians. This 
committee bill without such amendment as the Colmer 
amendment means nothing to the aged poor of Oklahoma or 
any other State unable to match with further or additional 
State contributions the mentioned increase. It Is deceptive 
to pass this bill and it cannot possibly do any good for the 
poor of the States that have been unable to match the Federal 
Government up to $15. I support the Colmer amendment. 

The CHAIRMAN. The Chair recognizes the gentleman 
from Massachusetts [Mr. TR wAnWy]. 

Mr. TREADWAY. Mr. Chairman, I am opposed to the 
Calmer amendment. I think the amendment brought in by 
the Ways and Means Committee, matching 50-50 up to $40, 
is the proper manner to handle this subject. This is no Idle 
gesture, as many Members have stated. What we want to 
accomplish is to bring home to the Representatives of the 
various States their duty to their own people. That is the 
real object. There is too much effort to put the whole burden 
of old-age pensions on the Federal Government. When one 
speaks of increasing the cost, which Is about $175,000,000 at 
the present time, by $407,000,000 additional, you simply are 
burdening the Federal Government with a tax that the people 
cannot stand. There is no reason In the world why States 
should not come forward and do their share toward aiding 
the old people. The State legislatures should meet the Con­
gress halfway in providing decent old-age pensions. They 
must be made pension-conscious. That is the problem that 
now faces us. The Federal Goverrnment initiated to a large 
extent this aid to the aged, and the State legislatures should 
realize their duty toward the people. 

The Federal Government cannot afford this additional 
burden anywhere near as well as the States can afford to bring 
up their contributions to match the Federal Government's 
allotment, so that the aged people will be getting the $40 
that they are entitled to. That is the question the Members 
of this House have to settle here in a few minutes. It is as 
to whether we want to aid the aged people or remove from 
certain States the burden and put it onto other States. I 
repeat, the Federal Government Is in no position to add 
$407,000,000 to its expenditures without fending a way in 
which to raise that sum from the taxable incomes of the 
people of the country. If you are going to spend more money, 
you ought to show where we can secure the money, The 
people will object to raising their taxes; and where is the 
money to come from other than through taxation or through
adding to the public debt, neither of which we are in any con­
dition to do? 

Any increase in the contribution above 50 percent-is a step 
in the direction of an eventual 100-percent- Federal contri­
bution. 

The gentleman from Oklahoma [Mr. Dxsmny] made a pow­
erful speech in this House yesterday, In which he opposed 
any Federal contribution in excess of 50 percent. I refer 
Members to that speech for the reasons why the proposals 
for increasing the Federal share of old-age pension payments 
should be defeated. The reasons he advanced are unanswer­
able, and I agree with them. 

The outstanding argument which is made In favor of In­
creasing the Federal share is that many of the States cannot 
afford to match the full $15 payment which the Federal Gov­
ermient stands willing to make. 

But let me ask this question: Is the Federal Government 
in any better shape than the States to assume an increased 
expense for old-age pensions? 

Does any State have a bonded Indebtedness equal in pro­
portion to the Federal debt which now approaches forty-five 
billions? 

Have the States pushed their taxing powers to the limit 
as has the Federal Government? 

We must not forget that every cent we appropriate here 
must come from the people in taxes of one form or another, 
imposed at one time or another. These taxes must come from 
the people, whether they are imposed by the Federal Govern­
ment or by the States, and what the States individually 
cannot afford the Federal Government cannot afford. 



1939 6911 CONGRESSIONAL 
The amendment to the present act which is proposed by 

the Committee is sound and reasonable. The amendments 
which are proposed here by individual Members are unsound 
and unreasonable. In many instances they would not in-
crease the amount of pension which the individual receives, 
but would simply shift a part of the cost of old-age pensions 
from the States to the Federal Government. 

Under the bill as recommended to the House by the corn-
mittee, a pension of $40 can be provided if the States meet 
the Federal Government half way in the amount to be con- 
tributed. If the States are relieved of their responsibility in 
the matter, the tendency will be to put anyone and everyone 
on the rolls and the cost of old-age pensions will mount sky-
ward. 

I hope and trust that the House will uphold the committee 
in its recommendation and vote down the various amend-
ments proposed by individual Members, 

This amendment should be defeated for the best interests 
of the aged people of the country. 

The CHAIRMAN. The time of the gentleman from Mas-
sachusetts has expired. The Chair recognizes the gentleman 
from Ohio [Mr. BENDER] for 1 minute. 

Mr. BENDER. Mr. Chairman, anyone who examines the 
amendments proposed to the Social Security Act must be 
aware of the many grave difficulties implicit In these pro-
posals. We are confronted with the knowledge that under 
present economic circumstances, only two or three States at 
most will find it possible to match a Federal appropriation 
amounting to $20 per month for each pensioner. We are 
certainly conscious of the increased burden which the passage 
of this measure will impose upon the Federal Government 
Itself. 

Nevertheless, de~spite the imperfections which are always 
inherent in the work of human beings, I am convinced that 
this bill merits the support of the Nation. 

Its undeniable improvements over the existing law, in my 
opinion, outweigh the arguments of those who oppose its 
passage, 

First, and foremost, this legislation makes it evident that 
our Nation Is vitally concerned with the welfare of its aged 
citizens; that we recognize the hopeless inadequacy of the 
pension system now in operation in most of our States; 
that we are determined to correct this situation if it is 
possible,

I am confident that the coming of 1940 and a change In 
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Every Congressman who votes for this measure does so 

with a complete awareness of its many shortcomings. De­
spite these failings, I favor its passage in the interests Of 
our deserving needy and the fulfillment of our obligations 
to them. 

You gentlemen from Georgia, Alabama, and Mississippi 
whine that your States cannot pay their just share of old-age 
pensions. If your people would start voting the Republican 
ticket they perhaps would not be in such dire need and your 
States would be able to pay the taxes of some northern 
Republican States. 

The CHAIRMAN. The Chair recognizes the gentleman 
from South Dakota [Mr. MITNDT] for 1 minute. 

Mr. MUNDTlJ'. Mr. Chairman, it seems to me that the Pro­
posal of the Ways and Means Committee to increase the 
benefits to $40 per month for those States which can afford to 
match dollar for dollar the Federal contribution of $20 puts 
us in a rather un~que position. We must decide in short 
order whether or not we will vote for a measure which will 
enable the poor States to help the rich States meet their bene­
fit payments or whether the rich States will help the poor 
meet theirs. Rather than to have the rich get richer and the 
poor get poorer, it seems to me that, inasmuch as we cannot 
have complete equity, we should adopt the proposed amend­
ment and have the rich States help the poor States meet 
their old-age problems. 

And my friends there is more of genuine equity in such a 
policy than might appear at first thought, and the proposed 
amendment does not penalize the richer States unfairly. 
Let us keep in mind a fact which is frequently overlooked by 
those listing the taxes paid the Federal Government by the 
varicus States. Let us realize clearly here and now that the 
taxes paid to the Federal Government by industrial States 
are paid from profits earned from sales made throughout 
America; therefore, the taxes which corporations forward 
to the Federal Government are actually paid by the citizens 
of all the States in which these corporations do business-
they are simply reported from the States which happen to 
grant the charters to these corporations. Conscquently, It 
is no more than right and fair that this fact be kept In 
mind whenever the hoary old delusion is aired, as it has been 
today by certain speakers, to the effect that the rural States 
pay little Federal tax and are therefore in poor position to 
ask for increased consideration from Government funds. 
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the political leadership of our Nation will bring about suchDFIECBLrI 'OTNADPYNG~Z 
economic improvement throughout the country that those 
States which now find it impossible to match a $20 pension 
contribution will become increasingly able to bear their share 
of the responsibility, 

This legislation will bring new hope to the men and women 
who have been treated so heartlessly by our Nation. I feel 
that the rebirth of that hope is important to the morale of 
our people. 

But this series of amendments acts as more than a mere 
moral stimulant. By advancing the date when old-age in-
surance payments will become payable from 1942 to 1940, we 
are performing a service recognized as necessary by most of 
our economists. 

The inclusion of maritime workers within the terms of 
the Act makes the law more effective In meeting the needs 
of our people, and I look forward to the day provision may 
be made to care for a~ll our needy citizens, whatever may be 
their occupation. 

Each of these changes in the law is desirable, but I am 
particularly Proud of the part played by the Republican 
Party in correcting the most unfortunate provision of the 
existing law, the indefensible gigantic "reserve fund," which 
would have opened the path to a spending policy of even 
more incredible Proportions than the one in which we are 
now floundering. The elimination of this reserve and the 
placing of our funds in a true trust fund on a pay-as-you-go 
basis are among the outstanding legislative achievements of 
this session of Congress. The Republican members of the 
Ways and Means Committee deserve the thanks of the Nation 
for their part in establishing this change. 

if I do nothing else In this talk, I want to make it crystal 
clear that the States reporting large Federal taxes paid by 
corporations engaged in Nation-wide business are not, in 
fact, paying this tax; they collect it from the profitable oper­
ations undertaken in 47 other States and simply report to 
Washin~gton the tax from the home address of the corpora­
tion. The fact that the envelope carrying the tax check to 
Washington is postmarked New Jersey or New York or Rhode 
Island does not mean that these States have made a dis­
proportionately big contribution to the Federal tax collector 
and are therefore in position to resent equitable treatment 
on a per capita basis of the people of the rural and ncnin­
dustrialized States. 

While we are on this subject let us not overlook one further 
fact, since it has an important bearing on this amendment. 
which, after all, is simply a proposal to permit all States to 
share equally on a per capita basis in whatever old-age assist­
ance the Federal Governmnent provides, whether it be fifteen. 
twenty, or twenty-five dollars per month as the share of the 
Federal Government. That fact is that these rich, indus­
trialized, corporation-housing States also find money raising 
by taxation easier by virtue of the fact that these corpora­
tions "bring home to Rome" the profits garnered in the 47 
other States and use these profits to expand plant equipment, 
build xAew buildings, increase capital holdings, and expand 
income statements, all of which are in turn taxable by the 
States themselves. Thus, from the profits earned by opera­
tions In the rural States, these industrial States reap richL 
State tax receipts and are in a correspondingly better posi­
tion to pay taxes for old-age assistance, for poor relief, andi 
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for other social legislation. Consequently it Is not blue-sky 
economy or prejudicial legislation which comes before us, as 
the Colmner amendment does, asking that at least insofar as 
the Federal contribution to old-age benefits is concerned all 
States should share and share alike regardless of their ability 
to match these payments on a dollar-for-dollar basis. 

Unless some -such amendment as that now before us is 
adopted the myth of $40-a-month pensions, made possible by
the States' matching dollar for dollar the Federal Govern-
ment's $20 contribution, will be exactly that and nothing 
more for about 40 States of the Union, and New York and a 
few more States will be the only ones benefited by. the pro-
posals of liberalization by the Ways and Means Commit-
tee. Worse than that, the poorer States in rural areas will 
actually be taxed to help bring greater benefits to the richer 
States, because we all recognize, I am sure, that the increased 
cost of old-age assistance is shared by aUl States. 

Thus we find coming into being the matter I spoke about 
on May 31 in discussing H. R. 6466, and the discriminations 
which the present Social Security Act make against the rural 
areas are either deliberately or unwittingly aggravated. As~ Michigan has not matched the $15 that has been offered to 
this act now operates, we find rural States discriminated 
against by virtue of the fact that many of its unemployment
and old-age benefits are barred to it by occupational exemp-
tions which exclude farmers and small-business men from Its 
provisions and awards and we find that rural States are not 
now able in many cases to match on a dollar-for-dollar basis 
the Federal contributions to old-age benefits which are now 
available. To expand these Federal contributions to $20 per
month without repealing or modifying the dollar-for-dollar 
matching requirements is simply to increase the discrimina-
tion against the "have not" States in favor of the "took It 
fromn us" States and dces not correct the preesent inequalities. 
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My colleagues, it was to protest against these inequalities 
and to correct the accident of geography which now Plays
such an important part in our security program that many
of us from rural districts voted for H. R. 6466 on June 1. 
An important principle is at stake in all these deliberations 
about old-age pensions and social security-that principle is 
the question of whether this country Is to continue a pro-
gram of sectional security with benefits for some and just 
the costs thereof for others, or whether we are to work out 
a program of uniform benefits for citizens of a certain age
and condition throughout the country. Thus far, social se-
curity as presently practiced is not conformiing with thi3 
second principle. Most of us voting for H. R. 6466 did so 
with the realization that the Senate would have to eliminate 
certain undesirable provisions before putting it into practice
but also with the realization that if we permit the present 
program to become too well' set in Its policies before elim-
inating its discriminatory features we shall then be unable 
to adopt a proper pension and social-security program for 
America. 

The influence of the 97 Members voting for H. R. 6466 is 
already making itself felt in this House by the amendments 
and changes proposed In the Social Security Act which would 
reduce the hazard of the present contemplated $47,000,000,000 
trust fund and which would reduce the discrimination against
certain sections and groups. I urge those 97 Members and 
all others believing in fairness and Justice to the aged of this 
country regardless of place of residence or pursuit of Occu-
pation to join in voting for the Colmer amendment to per-
mit all States to share equally on a per capita basis in the 
Federal old-age benefits contributed by your Government 
and mine, 

The CHAIRMAN. The Chair recognizes the gentleman
from California [Mr. VooR Isfor 1 minute. 

Mr. VOORHIS of California. Mr. Chairman, I am for this 
amendment because I believe it is a truly national arnend-
mnent; because the interests of my section of the country 
are best served by giving a better chance, a better degree
of purchasing power to those sections of the country that 
have the lowest purchasing power. I believe that for the 
same reason that I believe our main concern should be the 
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groups of people who have the lowest purchasing power. it 
has been well said by the gentleman from Louisiana [Mr. 
ALLEN] that every dollar of purchasing power that goes inito 
the poorer States that will benefit from this amendment 
returns again to those great financial centers, when the 
people of those poorer States make purchases of goods which 
they have to buy from those centers or pay interest on the 
debts. 

So I believe that in the interest of general Justice and 
fairness, to make more of a national program out of this, 
this amendment should be adopted. The nearer we get ito 
a national program in this matter the better off we are 
going to be. [Applause.] 

[Here the gavel fell.)
The CHAIRMAN. The Chair recognizes the gentleman

from Michigan [Mr. Hooit] for 1 minute. 
Mr. HOOK. Mr. Chairman, I believe that old-age Pen­

sions and assistance for the aged is a Federal program.
There have been some remarks made here about the State 
of Michigan today. Let me say to you that the State of 

them by the Federal Government. This Congress made an 
offer that, if accepted by the States, would give the old 
people $30 apiece. The State legislatures have avoided their 
share of the duty to old People up to this time. The 
only thing the Legislature of the State of Michigan did was 
to fall to match the $15, and then send a memorial to Con­
gress to pass the Townsend bill. In other words, they just
passed the buck. It is about time that we did make this 
a Federal old-age pension and see that the old people are 
paid a fair amount, and forget about asking some of the 
State legislatures to handle this problem. We furnish most 
of the money; why not furnish all the money and make it 

direct Federal aid. 
am for this amendment because I think It comes the 

closer to a Federal old-age Pension, 'which will avoid any 
passing the buck by the State legislatures. [Applause.]

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman

from North Carolina [Mr. DouGHrrox] for 5 minutes. [Ap­
plause.) 

Mr DOUGHTON. Mr. Chairm2ani, I rise In opposition to 
the Colmer amendment. 

In the brief time allotted to me, of course, I cannot state 
the many objections which to my mind are valid against
this amendment. In my judgment, Its adaption would be a 
serious, regrettable, and major blunder. 

A few days ago this House reflected great credit upon
Itself, and, in my judgment, rendered outstanding service to 
the country by defeating an unreasonable, impractical old-
age pension plan. The Colmner amendment is a long step in~ 
the direction that is proposed to be traveled by the Townsend 
bill. You will find that practically every Townsendite in this 
House will be for this amendment, because he believes ulti­
mately that that will be the destination at which we will 
arrive. 

There has been a great deal said about the poorer States. 
If there is any one desire in my heart above another it is to 
see justice done to dependent aged, needy, and destitute peo­
ple. Mr. Chairman, I vigorously oppose, in carrying out this 
worthy purpose, that the States shall unload upon the Fed­
eral Government their own duty and their own responsibility. 
Prior to the adoption of the present social-security law the 
States had this entire burden to carry. This was their rec­
ognized and realized responsibility, and as far as I know, no 
one in the so-called poorer States was starving and destitute 
of clothing. The Federal Government, believing that what 
was being done for the old people wa's not adequate, gener­
erously came in and said, "We will carry half the load." If 
Mississippi or any other State cannot give three or four or five 
dollars to help its needy, destitute old people, how can it 
educate its people? How can it spend millions and millions 
In building roads? According to my good friend Mr. CoLLiNs 
the load will soon be lightened. Mississippi's load will be 
very much lightened if so many migrate to New York and 
Washington and other place& 
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Mr. B3ATES of Massachusetts. Mr. Chairman, will the 

gentleman yield? 
Mr. DOUGHTON. I yield. 
Mr. BATES of Massachusetts. Does It not appear to the 

Committee that this is an a~ttempt on the part of many States 
of the Union to get away from the proper taxing of their oain 
people and drive that burden on the other States of the 
Union? Is it not a fact that in the case of Louisiana, about 
which the gentleman spoke here today, not because I say it, 

but because the Governor says, it. it is the most prosperous 
State in the Union? Let me quote: 

If You come to Louisiana as a home seeker, Louisiana today Is the 
most Prosperous State In the Union. There is a thousand dollars 

exeptononhoeseas.There Is a livestock exemption. New 
homes are tax exempt for 3 years and new Industries for 10 years. 

[Laughter.] 
Thenletmegai rad thy abut ax eempionwha saThenletmerad thy sa abut ax eempiongai wha 

or tax-free homes in Mississippi: 
If Mississippi continues on, they have gone a long way toward 

provdin ta-frehoes.been 
Mr. DOUGHTON. Well, my good friend from North Caro-

lina challenged me to know what this would do for North 
Carolina. I speak for the Federal-tax payers of North Caro-
lia the same as I do for the State-tax payers. I will say to 
my friend that North Carolina is balancing her budget and 
able to meet her obligations, while the Federal Government 
is short of this desired goal. The gentleman would not dare 
stand up here and say to this House that North Carolina 
could not match the Federal contribution, 

Mr. COOLEY. Will the gentleman yield? 
Mr. DOUGHTON. If you want to say that North Carolina 

is not able to match 50-50 the Federal contribution to take 
care of her dependent old people, I will yield. 

Mr. COOLEY. I want to say to the gentleman that he 
knows that North Carolina has not yet met the Federal con-
tribution of $15 and will never meet the $20 contribution, 

Mr. DOUGHTON. Yes; and that is a tribute in one sense, 
and in another it might be a criticism; but I do assert that 
our State is able to match on a 50-50 basis any contribution 
made by the Federal Government that is necessary for our 
aged needy people, and I challenge my good friend from 
North Carolina [Mr. COOLEY] to deny that statement, 

Mr. COOLEY. My question was one asking the gentle-
man to explain to the House how this bill would help North 
Carolina. 

Mr. DOUGHTON. I cannot answer the gentleman's ques-
tion in the brief time at my disposal. 

[Here the gavel fell.] 
The CHAIRMAN (Mr. WARREN). The time of the gentle-

man from North Carolina has expired. All time on this 
amendment has expired. 

The question is on the amendment offered by the gentle-
man from Mississippi. 

The question was taken; and on a division (demanded by 
Mr. COLMIER) there were-ayes 88, noes 162. 

Mr. CaLMER. Mrt. Chairman, I demand tellers. 

Tellers were ordered, and the Chair appointed as tellers 
Mr. COLMER and Mr. DOUGHTON. 

The Committee again divided; and the tellers reported that 
there were-ayes 97, noes 174. 

So the amendment was rejected. 
The CHAIRMAN. The Chair recognizes the gentleman 

from Arkansas [Mr. TERRYl. 
Mr~. TERRY. Mr. Chairman, I have an amcndment similar 

to that offered by the gentleman from Oklahoma [Mr. 
FERGUSON]. 

Mr. WOODRUFF of Michigan. Mr. Chairman-
The CHAIRMAN. For what purpose does the gentleman 

from Michigan, a member of the committee, rise? 
Mr. WOODRUFF of Michigan. To offer an amendment. 
The CHAIRMAN. The Chair recognizes the gentleman 

from Michigan, a member of the committee, to offer an 
amendment. 
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The Clerk read as follows: 
Amendment offered by Mr. wooouv" of Michigan: Page 3. line 4. 

amend section 3 (a) of title I of the social security Act to read 
as follows: AYETTOSTS 

*'Sxc. 3. (a) From smsap TO roratedteeoth ertr 
of the Treasury shall pyth ahSae a Seleanysumsha appropraevheeoted 
for old-age assistance, for each quarter, beginning with the quarter 
commencing October 1, 1939, (1) an amount, which shall be used 
exclusively as old-age assistance, equal to two-thirds of the total
of the sums expended during such quarter as old-age assistance 
under the State plan with respect to each needy Individual who at 
the time of such expenditure is 65 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 ex-

for paying the costs of administering the State plan or for old-age 
assistance, or both, and for no other purpose: Provided, That the 

Federal contribution shall not exceed 50 percent in those States 
which reduce expenditures for old-age assistance under the prO­
visions of this section." 

Mr. WOODRUFF of Michigan. Mr. Chairman, I think 
thrisnMebrotisHuewofrmeyasha 

interested in giving to our old people a pension, or an 
annuity or whatever you care to call it, that will keep the 
needy aged in at least some degree of comfort. 

An inspection of the records of the Social Security Board 
discloses the fact that there is but one State in the Union 
which today pays the maximum, or has averaged the maxi­
mum amount that can be paid under the provisions of sec­
tion 1, paragraph 3, of the Social Security Act. It is per­
fectly apparent to me that the 280,000 old people in this 
country who many months ago qualified for an old-age 
Pension, but who today have never received a penny, can 
never know the security to which they are entitled until 
something more is done to enable the States to meet their 
obligations, which In my opinion are primarily State obl~ga-
Uon 

It occurs to me that if by an increase in the proportion of 
the money expended for old-age pensions we could step up 
the amount the Federal Government contributes we could Iu 
this way bring relief to those who have not up to this time 
been able to secure a pension. We could also bring addi­
tional relief to those who are already on the pension rolls. 

I think there is not a man in this House who will rise In 
his place and say that a pension of $5 a month Is an ade­
quate pension to pay an old person. 

Mr. LEAVY. Mr. Chairman, will the gentleman yield? 
Mr. WOODRUFF of Michigan. I1yield. 
Bar. LEAVY. The gentleman referred to the fact that 

there were a substantial number of persons not on the rolls. 
I have those figures. For the purpose of making it clear let, 
me give them to the gentleman. There are now 230,873 per­
sons who are qualified to receive pensions in States which are 
unable to pay them. 

one other question, if the gentleman will permit, does the 
gentleman's amendment mean that it will be a 2 to 1 match­
ing, that the Federal Government will give $2 each time the 
State raises $1? 

Mr. WOODRUFF of Michigan. That Is correct up to a 
maximum of $45 per month. I say further, and I want to 
make It perfectly clear, that under my amendment it will 
be possible for an old person providing his necessities de­
mand such an amount to draw as much as $45 per month.. 
Let me call attention also to the fact that the maximum 
provided will enable an old person to be hospitalized if 
necessary. 

Mr. MARTIN of Colorado. Mr. Chairman, will the gen­
tleman yield? 

Mr. WOODRUFF of Michigan. Gladly. 
Mr. MARTIN of Colorado. Is there anything In the gen­

tleman's amendment to assure these 280.000 persons getting 
some pension? They still might not get any pension, any 
more than they do now. 

Mr. WOODRUFF of Michigan. It has been stated by 
those in opposition to the Colmer amendment that we have 
no assurance that the increased amount paid by the Fed­
eral Government would go into the pockets of the old people. 
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1 call the attention of the committee to the proviso I at-
tached to my original amendment. I will react it. The 
proviso reads: 

Provided, That the Flederal Government's contribution shall not
exceed 50 percent in those States which reduce expenditures for
old-age assistance under the provisions of this section. 

Mr. BUCK. Will the gentleman yield?
Mr. WOODRUFF of Michigan. I Yield to the gentleman

from California. 
Mr. BUCK. I am anxious to know what that proviso 

means. Does it mean if the States reduce their total expen-
ditures to the individuals or the total amount of the expen-
ditures those States will not participate in the benefits of 
the gentleman's amendment? 

Mr. WOODRUFF of Michigan. Exactly. 
[Here the gavel fell.] 
Mr. McCORM.ACK. Mr. Chairman, I rise In opposition to 

the amendment offered by the gentleman from Michigan
[Mr. WOODRUFFi]. 

Mr. Chairman, before voting on this amendment each 
Member should realize just what it does. The amendment 
Increases the Federal contribution a straight two-thirds. 
The Colmer amendment was a mild one in comparison with 
this one. Any one who voted against the Calmner amendment 
should certainly vote against this one, and most of those 
who supported the Calmer amendment should also vote 
against this amendment. 

Mr. WOODRUFF of Michigan. Will the gentleman yield?
Mr. McCORMACK.L I yield to the gentleman from Mich-

Igan. 
Mr. WOODRUFF of Michigan. Did the gentleman say my

amendment would cost more than the Calmer amendment? 
Mr. McCORMACK. Wait until I get through. I may not 

satisfy my friend from Michigan. 
Mr. WOODRUFF of Michigan. I ask the gentleman, do I 

understand him correctly? 
Mr. McCORMACK. Yes, 
Mr. WOODRUFF of Michigan. Then he is as mistaken as 

he can possibly be. 
Mr. McCORMACK. The gentleman from Massachusetts 

has been mistaken many times, but whether the gentlemian
from Massachusetts or the gentle-man from Michigan is mis.. 
taken is for each individual Member of the House to de-
termine. 

Mr. WOODRUFF of Michigan. MY authority is the Chair-
man of the Social Security Board and it is to the effect 
those figures the gentleman has in mind are not correct. 

Mr. McCORMACK. Was the gentleman's information 
from the Chairman of the Social Security Board based upon
two-thirds being paid on need or is It based on the gentle-
man's amendment where need is eliminated and where 
anybody 65 years of age or over can get it? 

Mr. WOODRUFF of 'Michigan. If my amendment is 
adopted, the section under which these allotments are paid
would be administered exactly as it Is today. Every peniny
would be based on need and nothing else, 

Mr. McCORMACK. The gentleman's amendment cer-
tainly does not carry out that thought, 

Mr. WOODRUFF of Michigan. Oh. it does. It carries the 
phraseology of the act itself, 

Mr. McCORMACE. The present bill contains the follow-
Ing language: 

From the sums appropriated therefor, the Secretary of the Treas-. 
ury shall pay to each State which has an approved plan for old-
age assistance, for each quarter-

And so forth-
with respect to each needy Individual. 

The gentleman's amendment eliminates ",need." Why did 
he leave the word "need' out? What Is the significance of 
the word "need" in this present bill and why did the gentle-

man(lltOf eav tha 

Mr. ELEBERG. Wil the gentleman yield?

Mr. MCCORMACH. I Yield to the gentleman from Texas. 
Mr. ELEBERO. I did not get the gentlemian'S fSt State-

mentclerlygt butI arrve t tfollowingeoughof t t mencearybutInogh t t a Impres-ot f ariv te 
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sion that what the gentleman is trying to tell the House is 
that the amendment we now have before us Is just as much 
of a racket as the amendment we Just voted down. Is that 
correct? 

Mr. McCORMACK. The characterization of the amend­
mnent I will leave to the gentleman from Texas. I probably 
would characterize It a little more mildly.

Mr. RANEIN. Will the gentleman yield?
Mr. MCCORMACIL I yield to the gentleman from Missis-

SIPPL 
Mi. RANKIN. I Just want to ask the gentleman from 

Texas [Mr. KLEBERG] if he would apply that same epithet to 
the bill as a whole. 

Mr. MCCORMACK. I think we can take that remark as 
impersonal. None of us need get excited In debate. Of 
course, we say things extemporaneously In debate that we 
do not always mean. 

Mr. McKEOUGH. Will the gentleman yield?
Mr. McCORMACK I yield to the gentleman from Illinois. 
Mr. McKEOUGH. May I call the gentleman's attention to 

line 6 of the amendment offered by the gentleman from 
Michigan? He still leaves it In the language that calls for 
an approved plan, which absolutely nullifies the whole busi­
ness. 

Mr. WOODRUFF of Michigan. Will the gentleman yield?
I wish to apologize to the gentleman if he will permit me. 

Mr. McCORMACK. I yield to the gentleman from Mlichi­
gam 

Mr. WOODRUFF of Michigan. May I say to the gentle­
man and to the Committee that the word "needy" was left 
out of the amendment inadvertently. 

Mr. McCORMACIC. Does the gentleman want to put the 
word "needy" back? 

Mr. WOODRUFF of Michigan. I certainly do. 
Mr. MCCORMACIL All right. I am glad any misunder­

standing between my friend and myself is cleared up. I yield 
to the gentleman to submit a unanimous-consent request.

Mr. WOODRUFF of Michigan. Mr. Chairman, I ask unan­
imous consent that my amendment may be amended by
including the word "needy." 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Michigan [Mr. WOODRun'I? 

There was no objection.
Mr. WOODRUFF of Michigan. I thank my friend from 

Massachusetts. May, I say one mare word? May I say to 
the gentleman and to the Committee that so long as I am a 
Member of this House I will vote for no pension that is not 
based upon the "need" of the individual? I will not vote to 
tax the poor people of this country to pay a pension to those 
who have more of the world's goods than those taxed. 

Mr. MCCORMACK. Mr. Chairman. the gentleman hay-
Ing amended his amendment, he thereby admits, at least by,
Implication, that may criticism, so far as the elimination of 
the word "needy," was correct. I will proceed to present my
views upon his amended amendment. As between this and 
the Calmer amendment, the Calmer amendment is still far 
more preferable. The Calmer amendment undertook to take 
care of the weaker States. It went too far. Something
along the line of the Calmer amendment I believe in, but this 
amendment Is just as objectionable and more so in its pres­
ent form. It should be rejected.

[Here the gavel fell.]
 
Mr. TERRY. Mr. Chairman, I have an amendment on


the desk that I offer as a substitute for the amendment
offered by the gentleman from Michigan [Mr. WOODRUFF]. 

The Clerk read as follows: 
Amendment offered by Mr. Tmris as a substitute far the amend­

ment offered by Mr. WoonaRuvi of Michigan: On page S. strikeout lines 3 to 18 and Insert In lieu thereof the following: 
P? OSTU 

. a)Prm T hrfo, h ertrhesmsNaprorate 
the Treasury shall pay to each State which has an approved

Plan for old-age assistance. for each quarter, beginning with the 
quarter commencIng January 1. 1940, (1) an amount, which shall' 
be used exclusively as old-age assistance, equal to the sumn of the 

proportions of the amounts expended during such quar­ter as old-age assistance under the State plan with respect to 
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each needy Individual who at the time of such expenditure is 65 
years Of age or older and is not an Inmate of a public institution: 

"(A) Two-thirds of such expenditures, not counting so much 
thereof with respect to any indIvidual for any month as exceedis 
$15. plus 

"(B) One-hailf of the amount by which such expenditures ex-
ceed the amount which may be counted under paragraph (A).*not 
counting so much thereof with respect to any individual for any 
month as exceeds $40. plus.

"(2) 5 percent of the amount of the payment under clause (1) 
Of this subsection, which shall be used for paying the costs of 
administering the State plan or for old-age assistance, or both,.
and for no- other purpose." 

On page 4, line 6. strike out "-one-half" and Insert In lieu 
thereof "the State's proportionate share." 

Mr. TERRY. Mr. Chairman, the amendment I propose to 
substitute for that of the gentleman from Michigan is very 
simple. It merely divides payments for old-age assistance 
Into two brackets. In the first bracket the Federal Govern-
ment provides two-thirds of the first $15. In the second 
bracket the State and the Federal Government match equally 
up to the maximum amount of $40, which is permitted in 
the bill under consideration, 

Mr. COLMER. Mr. Chairman, will the gentleman yield? 
Mr. TERRY. I yield to the gentleman from Mississippi. 
Mr. COLMER, If I understand the gentleman's amend- 

ment correctly, it would do the same thing as the amend-
ment which was defeated except upon a smaller scale; In 
other words, the ratio would be two for one rather than four 
for one, as In the amendment we proposed. 

Mr. TERRY. Yes; that is correct. The Federal Govern-
maent would match in the first bracket two for one, and 
after that equally with the States, up to the $40 maximum. 

Mr. COLMER. I just wanted to say to the gentleman I 
am going to support his amendment. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. TERRY. I yield to the gentleman from California. 
Mr. BUCK. Has the gentleman any estimate of the cost? 
Mr. TERRY. I understand the cost would be somewhere 

between $45,000,000 and $110,000,000, 
Mr. BUCK. Per yea. 
Mr. TERRY. That is the information that has been 

given me. 
Mr. BUCK. I Just wanted to determine the cost so the 

members of the Committee could understand what the cost 
Involved was, 

Mr. FERGUSON. Mr. Chairman, will the gentleman 
yield? 

Mr. TERRY. I yield to the gentleman from Oklahoma. 
Mr. FERGUSON. In answer to the question of the gentle.-

man from California, may I say that an exactly similar 
amendment was referred to the Social Security Board, which 
has given us the following information: 

Thbe prohable additional cost of this change Is $45,000.000 to 
$110,000,000 per year. 
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Mr. TERRY. I yield to the gentleman from North Caro­

la
 
lna
 

Mr. DOUGHTON. The gentleman's substitute amendment 
proposes to increase the Federal contribution to two-thirdls, 
up to $15. Would the gentleman then favor the law's being 
amnsee yteFdrlGvrmnrte hnb h 
Satemin erdbthe Federal Governmentwul bterptting up the 
Sae ic h eea oernn ol eptigu h 
money?

Mr. TERRY. I believe the Federal Government can very
elafr opytofroei h is 1 rceadI
 
elafr opytofroeI h is 1 rceadI
 

would not be putting up all of the money in any event,
Mr. MURDOCK of Arizona. Mr. Chairmpan, Will the gen­

tleman yield? 
Mr. TERRY. I yield. 
Mr. MURDOCK of Arizona. Does the gentleman not be­

lieve that what I will call the machinery of this law and the 
operation of it ought to be in the hands of the States, the 
expense of it ought to be largely on the Federal Government; 
in other words, Federal contribution without Federal control? 
In schooling work I favor Federal contribution to equalize 
educational opportunity, and in this matter I want to equalize 
social security. 

Mr. TERRY. I believe we should have a basic minimum 
amount that is equal all over the United States and then let 
the individual States add to that such further amounts as 

I they feel they can afford. It does not seem fair to me that 
the people in the poorer States should get only $4 or $5 a 
month while those in the richer States get from $20 to $32. 
as in California. 

Mr. DINGELL.- Mr. Chairman, winl the gentleman yield? 
Mr. TERRY. I yield. 
Mr. DINGELL-. May I ask the gentleman whether he can 

assure me that the State of Arkansas will pay a little above 
that first $15 bracket, because if it will not, then I am abso-. 
lutely opposed to any such amendment at this time. 

Mr. TERRY. At the present time Arkansas Is paying 
$6.15 per month to the old people. California, which pays 
the largest pension, Is paying $32.46. Of this amount. of 
course, the Federal Government pays $15. In other words. 
the United States is paying California five times as much 
as it is paying Arkansas. 

As stated in the remarks I made on this subject yesterday 
in the general debate, the great disparity that exists between 
the amounts paid for old-age assistance by the poorer States 
and their more fortunate sister States Is not because the 
poorer States desire to give their old people inadequate as­
sistance, It is because the poorer States have not the taxable 
wealth on which to base a larger proportion of contribution. 
In my State we have tapped aUl sources of revenue and still 
we compare unfavorably with the national average. We 
have a State income tax, a privilege tax, a sales tax, a per­
sonal-property tax-tangible and intangible-and many 

I hae hre rignalleterhe fom r. ltmyer Chir-others. Our real-estate tax rate is nearly three times that 
Imaveothereoiatheorigina lettrdfo. r lmeeCar 


Mr. KIT'INTON wll te
Mr.Charma, gntlmanMr. inTINGON.Mr.Charman wil te gntlman
yield? 

Mr. TERRY. I yield to the gentleman from Mississippi. 
Mr. WBITTINGTON. The purpose of the gentleman's 

amendment is to increase the Federal contribution to the 
ratio of 2 to 1 up to $15, and after that carry out the provi-
sion of the existing bill which calls for a 50-percent contri-
bution? 

Mr. TERRY. The gentleman Is correct. 

Mr. MASSINGALE. Mr. Chairman, will the gentleman 


yield? 
Mr. TERRY. I yield, 
Mr. mASSINGAILE. I am not clear on just what this 

amendment will cost, according to Mr. Altmeyer. 
Mr. TERRY. According to Mr. Altmeyer, as has beeni 

stated, the cost will be from $45,000,000 to $110,000,000. 
Mr. MAASSINGALE. Above what the present bill will cost? 
Mr. 'rERRY. No; above what the present law now in effect 

costs. 
Mr. DOUGHTON. Mr. Chairman, win the gentleman 

yield? 

of the District of Columbia. Our cigarette and gas taxes are 
among the highest in the country.No; it is not because we are unwilling to tax ourselves 
to provide social services for our people. The wealth is not 
there. The per capita income of the United States is $432. 
That of the District of Columbia is $962-the highest ili 
the country. That of New York, I am informed, Is over $700. 
The per capita of Arkansas Is $182. That tells the story. 

Arkansas is not the- only State that cannot compare with 
the national average in the amount It provides for old-age
assistance. There are nine States that provide below $10.50. 
The national average of all the States is $19.27. of what 
avail does it do the old people of the country for the Ways
and Means Committee to raise the old-age assistance from 
$30 to $40. when the States, with all the pressure that is on 
them, cannot come within $10 of averaging up to the $30 
now set by the social-security law? It Is truly an empty 
gesture. 

The adoption of my, amendment only means that of the 
first $15 the Government will pay $2 for $1 put up by the 
State. It Is a very smal Increase, but it will be a godsend 
to those old people who are receiving a miserable pittance of 
$4 or $5 or $8 a month. 
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It has been suggested by those opposed to this amendment 

that its adoption will cause the Townsend plan advocates to 
redouble their efforts. I say to you that unless you do 
liberalize the present assistance to some degree, at lea-C, you 
are giving aid and encouragement to those persons who 
have made a very lucrative living by dangling before the 
eyes of the old people of our country the wvill-o'-the-wisp 
of the $200 per month plan. 

I urge the adoption of my amendment. (Applause.] 
[Here the gavel fell.] 
Mhr. DOUGHTON. Mr. Chairman, I rise in opposition to 

the amendment. 
Mr. Chairman, I ask unanimous consent to revise and 

extend the remarks I am about to make and the other state-
ment I made. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from North Carolina? 

There was no objection. 
Mr. DOUGHTON. Mr. Chairman, this amendment is 

equally as objectionable in its major point as the Colmner 
amendment, because it abandons the 50-50 ratio of contribu-
tion for old-age pensions. If you can go from 50-50 to two-
thirds, by the Federal Government paying two-thirds of the 
pension, then why will they not come back and say, "Take 
over three-fourths of the load"? And you can take it as a 
fact that if you assume three-fourths of the burden you will 
have the same argument to take over the entire burden. and 
that is exactly where we would be heading. It is admitted 
that this amendment will place an additional burden on the 
Treasury of somewhere between $45,000,000 and $100,000,000 
a year. 

Mr. ELLIS. Mr. Chairman, will the gentleman yield? 
Mr. DOUGHTON. No; I regret I do not have the time, 
If you keep piling up authorizations, while I have no threat 

from the President of the United States, I know exactly how 
he feels about this. He believes, first, that it should not be 
made, but if it is made, it is Incumbent on the Congress to 
provide the increased revenue that will be necessary to defray 
the expense. We go on here day after day and month after 
month creating authorizations and providing no tax whereby 
we can take care of these authorizations. Then we criticize 
the administration for throwing the Budget out of balance 
when we are responsible ourselves for its being out of balance. 

Mr. Chairman, if we vote for this amendment, there is one 
thing it is our duty to do and that is to remain here and write 
a tax bill. or increase the tax bill we will soon bring out, suffi-
cient to raise the amount of money that this will authorize, 
and where would the gentleman from Mississippi or the gen-
tleman from Arkansas propose we get this money? Would 
you favor a sales tax? 

Mr. TERRY. If the gentleman will yield to me, I will tell 
him. I would just cut off about one-half of one of these 
$100,000,000 battleships, and then You would have the money. 

Mr. DOUGHTON. The gentleman well knows that the 
Congress would not do that, and therefore the gentleman is 
suggesting an impossible remedy. The gentleman knows 
the House would not do it; the Congress would not do it, 
and the President would not stand for it. 

Mr. MASSINGALE. Mr. Chairman, will the gentleman
yield? 

Mr. DOUGHTON. I am sorry I have not the time to 
yield. 

Mr. Chairman, somebody should speak for the Federal 
taxpayers. We are now called upon to write a revenue bill 
whereby we will lighten taxes on business in order that em-
ployment may be increased and the unemployment burden 
lightened, and yet we come in here and propose amend-
mients that would increase the burden of taxation, 

Another thing is that when we freeze the pay-roll taxes 
at 1 percent for 3 Years and try to save the business tax-
payers of the country money in order to promote business, 
then it is proposed to add to the burdens of the Treasury 
a large additional amount without making any provision
'vhatever to take care of it. 

There Is one of two things you may expect, if we add to 
this bill enormously, as this Proposed amendment would do, 
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that is to raise additional revenue 's.nd increase our taxes 
or you may expect to see the bill vetoed. I do not speak for 
the President, but knowing his feelings as I do, I have no 
doubt but what that would happen, and there Is also no 
doubt that if we increase the tax burden we have got to do 
something to take care of that burden, because It is our 
duty and our responsibility. Under the present bill the 
Federal Government has gone a long way, considering its 
fiscal condition, in assisting States in providing for aged 
needy people, and if this is not reasonably done, it will be 
the fault of the States and not the Federal Government. 
Also please remember the liberal aid given by the Federal 
Government to needy crippled children, the blind, and other 
generous and liberal provisions of the bill which I do not 
now have time to mention. 

Mr. Chairman, I move that all debate on the pending 
amendment and the substitute therefor close in 20 minutes. 

The motion was agreed to. 
The CHAIRMAN. The Chair recognizes the gentleman 

fo etcy[r OSOIfr4mnts 
fo etcy[r OSO]fr4mnts 

Mr. ROBSION of Kentucky. Mr. Chairman, we have be­
fore us H. R. 6635, which proposes to amend in a number 
of respects the Social Security Act of 1935. Under the pres­
ent Social Security Act the Federal Government matches 
dollar for dollar the amount put up by the States to pay
needy persons 65 years of age and over up to a maximum 
Of $15 paid by the Federal Government: that is to say, if 
any State puts up as much as $15 the Federal Government 
will match the State's money with $15 and enable any needy 
person 65 years of age or over to receive $30 per month, but 
if a State puts up only $4 the Federal Government will put 
up only $4, making a total of $8 per month. 

Section 3 of title I of the bill before us provides that the 
Federal Government will increase its maximum from $15 to 
$20 per month, providing, of course, the State will put up as 
much as $20 per month. The State of California up until 
this time is the only State of the 48 States that has matched 
the Federal Government's maximum of $15 and paid $30a9 
month pensions to needy people 65 years of age or over. All 
the other States have failed to match the full amount of $15. 
the maximum contribution by the Federal Government. Ac­
cording to the records of the Social Security Board, Ken­
tucky has paid an average of $8.69; one-half of this was paid
by the Federal Government. Georgia has paid $8.62, Mis­
sissippi $7.02, South Carolina $7.61. and Arkansas $6.11. 

Under the social-security law It is up to the legislature of 
each State to fix the terms and conditions, the maximum age,
and the maximum amount that the State will match of Fed­
eral funds. The Kentucky Legislature fixed the maximum 
that Kentucky would put up for any needy old person 65 years 
of age and over at the sum of $7.50 a month. If Kentucky
should pay the maximum amount of $7.50 a month, the Fed­
eral Government would then pay only $7.50 a month, making 
a total of $15 per month in all, but as we have pointed out on 
an average the needy old people of Kentucky have been 
receiving and are receiving only $8.69 a month. 

This is not aUl of the sad story of the needy old people of 
Kentucky. Nearly 90,000 of needy old people have made 
application for pensions, but only about 45,000 have been 
granted pensions, and these have received on an average only
$8.69 a month. Those in charge of the old-age pensions in 
Kentucky have advised me, as well as others, that they are 
unable to pay many needy old persons any pension because 
sufficient funds have not been provided by the State of Ken­
tucky for that purpose. We have had and still have a Demo­
cratic administration In Kentucky with a large majority of 
the State legislature made up of Democrats ever since the 
Federal Social Security Act was passed in 1935. It was the 
Democratic leg~ilature and Democratic administration In Ken­
tucky that fixed the maximum Kentucky contribution at not 
more than $7.50 per month and made It impossible for any 
needy old person in Kentucky to receive in all from the State 
and Federal Government more than $15 per month. The 
Republicans In the House and Senate of the Kentucky Legis­
lature offered amendments fixing the mraximuim to be put up 
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by the State of Kentucky at $15 instead of $7.50 per month, 
and if this amendment had been adopted, it then would have 
been Possible for the needy old people of Kentucky 65 years 
of age or over to receive a pension of $30 a month. Each and 
every Republican in the House and Senate voted for this 
amendment, but the Democrats with their big majority de-
feated this salutary amendment. With the Kentucky law as 
it is, the amendment in the biUl before us increasing the 
Federal contribution from $15 to $20 a month will mean abso-
lutelY nothing except a snare and illusion to needy old people 
of Kentucky and practically every State in the Union except
Calif ornia. Kentucky is in the small group of States paying 
the smallest amount of old-age pensions. 

The President and his administration have stated time and 
again during the last year or so that old-age pensions 
throughout the Nation should be and would be liberalized at 
this session of Congress. The President and his adrninis-
tration were opposed to the Townsend plan. They insisted 
an adequate o!d-age pension would be met by liberalization 
of the Social Security Act that would come up in a few 
days and which is now before us. and they insisted that this 
act would be amended so that the needy old people of the 
country would receive pensions more in keeping- with their 
needs, 

The needy old people of America will find that this amend-
ment will not add one dime to their old-age pensions unless 
it is in a State like California that has already matched the 
maximum amount of $15 now being put up by the Federal 
Government. 

I FAOR WODRFFRZAENDENTincome 
I FAOR WODR~l'TEMENDENTblessing

We now have before us for our immediate consideration 
the amendment offered to this bill by our colleague, Mr~. 
WOODRUFF of Mfichigan. He is one of the ablest men on the 
Ways and Means Committee and is chairman of the Re-
publican caucus of the House. He comes from one of the 
so-called rich States of the Union. I am very much in 
favor of his amendment, because it provides-

First. That the Federal Government will match two for 
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and distribute the finished product and sell them to the 
so-called poor States at a great profit. 

I introduced and had charge of the Federal Aid Road Act 
of November 9, 1921. The so-called rich States opposed the 
Federal aid road bill. They claimed it would impose a 
burden on the rich States in favor of the so-called poor 
States. The Federal aid road bill provided for the distribu­
tion of money to the States on a basis to area, population. 
and road mileage. The Members of the House from the 
rich States insisted that another element should be consid­
ered-wealth-and that the road money should be distrib­
uted on the basis of wealth, population, area, and mileage. 
Congress refused to accept wealth in the distribution of the 
road money. The trouble then with the country was that 
roads were being built in the rich States and in the rich 
communities of the poor States while the road building 
lagged in the poor States and in less-favored communities. 
Under the Federal aid road law roads were built through
the poor States and through the poor communities of the 
poor States, and all of this proved to be a great blessing to 
the Nation as a whole. In a few years the Members of the 
House and Senate from the rich States ceased their opposi­
tion to the road-bill program and now no one insists that 
wealth should be one of the elements in the distribution of 
the Federal aid road money. 

Whatever money is spent for old-age pensions in the poor 
States will increase the purchasing power of the people in 
those States and it will return to the rich States In increased 
business. The rich States absorb most of the money and

of the poor States. In the end it will prove to be ak 
as did the Federal aid road law. The old-age -pen­

sion matter will never be settled until it is settled right, and 
in my opinion, some day if not now the principle embodied 
in the Woodruff amendment will be adopted, The failure 
to meet this problem and the failure to provide adequate
pensions for needy old people of the Nation will increase 
the chances for such proposals such as the Townsend plan 
and other plans. If we are going to have old-age pensions 
let them be adequate, fair, just, and reasonable. 

one to provide assistance and pensions for needy old peopleRUASCT0 ICRWM=GIn 
60 years of age or over. The Government now puts up dol-
lar for dollar. Under the Woodruff amendment the Federal 

Govenmet isautoried t pu up s mch s $3 ifthe 
States put up as much as $15, making $45 in all, 

This amendment would benefit the needy old people in 
*each and all of the States of the Union. Under the Wood-
ruff amendment. if Kentucky did not change its maximum 
of $7.50 a month and would put up $7.50 the Federal Gov-
ermient would meet the $7.50 with $15, making $22.50 in all, 
and if the State of Kentucky would put up $10 it would be 
necessary for the Federal Government to put up $20, mak-
ing $30 in all for each needy person 60 years of age or over, 
In other words, the Federal Government would match two 
for 1 instead of 1 for 1 for old-age pensions in each 
and all of the 48 States. I do not believe that we can claim 
we are making adequate provisions for the needy old people 
unless they are allowed at least $30 per month, 

When the President's social-security bill was up for con-
ecideratlon in the House in 1935. I offered an amendment 
that provided that the Federal Government would pay an 
adequate old-age pension to each and every person 60 years of 
age or over, to each and every needy person and to each and 
every permanently and totally disabled person, 

I am very happy to have an opportunity to speak and vote 
for the Woodruff amendment. The administration and its 
leaders, as well as some of the Members from the so-called 
rich states of the Union, are opposed to the Woodruff 
amendment, and, because of the big majority that the ad-
ministration has in the House, they may be able to defeat 
it. it is claimed by them that the Woodruff amendment 
would impose hardships on the rich States to aid the poor 
states. we must bear in mind that the so-called poor States 
produce the raw materials in the way of timber, coal, farm 
products, and so forth. These go to the so-called rich States 
for processing and distribution, The producers of raw ma- 
terials as a rule have far less income than those who process 

UnertheScal SECurIOty provdingfrSAIcRMNt~ nol 
Inurnder th S Act for old-agenuiyweSocial bcuity provdin pan 
nuities to persons 65 years of age or over. I refer to persons
who have been employed and whose wages as well as the em­
ployers have been taxed to provide a fund for this old-age 
Insurance. These people will not receive old-age pensions.
They will receive old-age annuities. About 45,000,000 
workers In the United States had Issued to them Social 
Security cards- and they pay a tax out of their wages and 
their employers pay a like tax to provide a fund out of which 
to pay these annuities after the perscn has reached 65 years 
of age and over. These persons are largely employed in the 
so-called rich States in the various branches of Industry, 
commerce, processing agricultural products and other raw 
materials. These taxes paid by the workers and their em­
ployers are added to the cost of the products and all of us 
must pay these taxes to a large extent. The people in the 
rural sections, the farm workers, domestic workers, and so 
forth, living in the rural sections, do not come under this old-
age insurance provision of the Social Security Act, Their 
only hope of relief is under the so-called old-age pension. 

The wife as well as the widow and children In case of the 
death of the husband will secure a pension under these old-
age annuities, and they will receive a much larger pension 
and up to $85 per month under these old-age annuities. And 
Congress must provide a reasonable, fair, and adequate 
pension for the needy~old people who do not and cannot 
come under the old-age insurance. Old-age insurance would 
not begin until 1942, but this bill amends the act of 1935 
and authorized these payments to begin 2 years earlier, 
January 1, 1940, and it greatly increases the annuities that 
will be received by those workers who have reached the age
of 65 and provides annuities for the wife after she reaches 
65 and provides annuities for the children on the death of 
the parent, but In my opinion this bill will not benefit the 
needy old people 'who do not come under the ald-age 
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insurance plan. If they are to receive more liberal pensions, 
we must adopt something like the Woodruff amendment and 
let the Government put up two for one as provided in the 
Woodruff amendment. 

I am sure if the Woodruff amendment was adopted a great 
majority of the States would soon put up at least $10 a 
month and enable each needy old person to receive at least 
$30 per month and, of course, some States would put up $15 
and this would give the needy old people of such States $45 
per month, 

DESmASLE PROVISIONS 

I shall vote for the bill as a whole. It has a number of very 
desirable features. The tax on the employee and employer 
would rcmain at 1 percent under this bill. That will mean a 
great saving to the workers and their employers. There have 
been collected by the Government from these pay-roll taxes 
from the workers and employers many more times in dollars 
than have been paid out in benefits. These pay-roll taxes 
should be used for the purposes for which they were intended 
and that is to provide annuities or pensions for workers who 
retire after they are 65 years of age and for their wives, 
widows, and children. 

This bill also provides that the payment of old-age annui-
tics begin on January 1, 1940, instead of 1942, as provided In 
the act of 1935. This bill also provides for an increase of 
the Federal contribution to aid the States in taking care of 
their needy blind, but, of course, the States would have to 
match this money. Kentucky has not yet matched the 
amount set up for needy widows and their children and 
needy blind people provided in the act of 1935, and I am 
afraid the increase in this measure will not help the needy 
widows and the needy blind in Kentucky. 

The needy crippled people of the Nation must not be over- 
looked by the Federal Government or by the States. The 
Federal Government and the States should see to it that 
the needy old people, the needy blind, the needy disabled, and 
needy widows and their orphan children are given just, ade-
quate, and fair consideration; and then the Federal Govern-
ment and the States should encourage those who are younger 
and able to work to start things moving in this country in 
agriculture, industry, and commerce so that we may have 
pay rolls to take the Place of relief rolls. 

THlE TOWNSEND PLAN 

A few days ago the Townsend plan was before us for con-
sideration. I did not feel that the Townsend plan was fea-
sible. Dr. Townsend in his own testimony before the com-
inittee recently stated that need or necessity should not be 
considered. In other words, every person 60 years of age or 
over, rich or poor, in need or in plenty, should receive -the 
pension, and under his plan 12,000,000 people in the United 
States would be eligible for the pension. His idea was that 
we should start with. $200 a month for each person 60 
years of age and over and this sum would likely go to $300 
a month within 5 years. His plan would mean that a husband 
and wife over 60 years of age, whether poor or rich, could and 
would receive $400 to $600 a month if they applied for same. 
If 12,000,000 who would be eligible applied for this pension 
it would cost the Government each year over $28,000,000,000, 
and if it were increased to $300 a month, as Dr. Townsend 
planned, It would cost the Federal Government over $43,000,-
000,000 annually, and at $200 a month there would have to 
be raised annually in the State of Kentucky $532,000,000. 

last year the Federal Government collected in all in the 
ways of revenues and taxes from the American people about 
$6,000,000,000, and we collected in taxes for all purposes to 
operate the State government of Kentucky--salaries, schools, 
roads, and for every other purpose-about $25,000,000. Under 
the Townsend plan we would have increased the taxes for 
old-age pensions alone by the Federal Government nearly 
five times, and the taxes paid by the people of Kentucky 
more than 20 times, 

Dr. Townsend's Plan to raise these enormous sums In taxes 
was to levy income, consumers', and sales taxes. I1should 
like to see the old people of this Nation receive that sum of 
money. It would soon enable me to retire and quit work. 
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But It seems to me to be impracticable and unworkable. 

then favored, and still favor a pension that is fair, just, and 
reasonable, and one that the taxpayers are able to meet.. 
The American Federation of Labor, the railroad brother­
hoods and other labor organizations, and the farm organiza­
tions of the country strongly opposed the Townsend plan 
because the big part of these consumers' taxes and sales 
taxes would be paid by the working people and the common 
people. I think it would take at least 20 percent of their 
income and wages to meet these taxes. I believe, however, 
that the Woodruff amendment is feasible and workable and 
will insure a fair, adequate, and reasonable old-age pension. 

The CHAIRMAN. The Chair recognizes the gentleman 
from Oklahoma [Mr. FERGusoN]. 

Mr. FERGUSON. Mr. Chairman, during the debate under 
the 5-minute rule we often vote on amendments that we do 
not understand. So I am taking the liberty of suggesting 
to the membership of the House that they turn to page 241% 
of the Appendix of the RECORD of June 6, if they are interested 
in knowing the exact wording of the Terry amendment, which 
is now up for a vote. It is printed there in the Appendix of the 
RECORD at page 2419. The amendment, in simple language, 
does this: The Federal, Government contributes $2 to the 
State's $1 for the first $15. After that the matching is on a 
50.-5O basis. If the State puts up $5, the Federal Government 
would put up $10, making the total pension $15. If the State 
puts up $10, the Federal Government would put up $15, mak­
ing the total $25 up to $40, the maximum pension provided 
under the bill as favored by the committee. If $40 were Paid, 
the State would pay $17.50 and the Federal Government $22.50. 
This would change the contribution on the maximum pension 
only 10 percent and reduce it from a 50-50 matching propo­
sition to a 60-40 on the maximum, and here is what it would 
accomplish. We have 12 States now paying a pension of 
$10 or less. That is the combined pension. These States 
say that they cannot raise more money. At the same time 
they are Southern States, where the standard of living and 
the cost of living may not be so high. So the adoption of 
this two-for-one proposition up to $15 would mean that these 
States that are now suffering from these wholly Inadequate 
pensions would be able to make a payment of $15 to their 
pensioners. As I read to the House during the remarks of 
the gentleman from Arkansas [Mr. TERRY], the cost of this 
amendment would be between $45,000,000 and $110,000,000. 
This is the opinion of the Social Security Board in writing 
to me on this certain amendment. Forty-five million dollars 
would be the cost if the present rules were not Increased. 
That is not a tremendous burden on the Budget of the 
United States. The present Budget for old-age pensions Is 
$225,000,000. This amendment when put Into effect would 
raise the Federal Budget on old-age pensions to $275,000,000. 

The CHAIRMAN. The time of the gentleman from Okla­
homa has expired. 

Mr. DISNEY. The gentleman means that the Immediate 
rise In the cost would be from $45,000,000 to $110,000,000, 
does he not? He does not mean to tell the House that would 
be the final cost of this amendment? 

The CHAIRMAN. The time of the gentleman from Okla­
homa has expired. 

The Chair recognizes the gentleman from Massachusetts 
[Mr. BATnsl for 4 m'nutes. 

Mr. BATES of Massachusetts. Mr. Chairman, those of us 
who have for some years given thought and study to ques­
tions of taxation, particularly in our own States, are some­
what surprised at the effort being made this afternoon to 
attempt to load unto other States of the Union already suf­
fering from tremendous tax burdens, a responsibility that 
Is entirely their own. 

A short time ago the chairman of the Ways and Means 
Committee yielded to me for a few moments so I could give 
information to its members relative to the devious ways that 
some of our States of the Union are tax-exempting their own 
residents, their industrial establishments, and other kinds 
of property. It Is particularly of interest to know that only 
a few da~ys ago I cut this article from a magazine advertising 
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the State of Louisiana, that very State some Of Whose MeM- Aver'age old-age assistance payment per' recipient (title I) De­
bers were today advocating a larger percentage of national cemnber 1938-Continued $99 
contribution in order, evidently, to evade their just share Oklahoma------------------------------------------199 

Iowa -------------------------------------- 19.82of the cost of this burden. Kansas------------ --- ----------------------------------- 19.62Among other things, the Governor says in this article: New Jersey --------- :------------------19.32 
Louisiana today i h otpopru tt fteUin Rhode Island------ --------------------------------- 18.78 

if you come as a home -seeker you know already that our landis Mlinsoui------------------------------------------- 18.482 
are fertile, that there is a $1,000 exemption on homesteads from Missourdi------------------------------------------------- 18.48
cli property taxes; that all livestock In the State Is tax free; that Marthland ---a --------------------------------------- 17.31 
new homes are tax exempt for 3 years, and new Industries for 10 Nebraska- 17.12years. Michigan --------------------------------------------- 17. 11 

So much for the State of Louisiana. Let us go to Ar~- Indiana ---------------------------------------------- 16.53 
kass heSaefrmwih oesmeo h Mmes Vermont --------------------------------------------- 14.47 coe okanss, he Satefromwhih sme th Memers Texas ------------------------------------------------ 13.84

advocating higher Federal contributions. We find in the Florida ----------------------------------------------- 13.84 
report that I have here, entitled "Homestead Valuation Sur- West Virginia ----------------------------------------- 13.749 
vey," by the commissioner of education in the State of Tennessee -------------------------------------------- 13.23 
Arkansas, pertinent comments about the exemption of home- Delwar ----------------------------------------------- 11.15 
steads from local taxation. Among other things, he said in DLousaware--------------------------------------------- 10.81

this reportthaLouisgiania----------------------------------------------10.26 
Airinabm-----------------------------------------------9.54

The exemption of homesteads up to $1,0 will mean a Icss In Alrthbam olna------------------------------------------ 9.31 
revenue to the state of Ar~kansas of Caroli---a--------------------------------------96.36N5800.Gortha 

May I quote again from the National Municipal Review, in Kentucky ------------------------------------------------ 8.73
th es o wosMsisipiepesnatve ls avcae South Carolina------------------------------------------- 7.40the case ~ ~ ofhs~~~~ ~ersnaie~Mississippi, loavct ~ ss~p.------------------------------------------ 6.92

this legislation, and where It went on to say: Arkansas ------------------------------------------------- 6.15 
MrSSISSn'p PRtoWDS T&X-FREE HOMES-1s50,000 scoaE OWNERS CLAIM Per capita income by, States, 1935 

EXEMsPTION UNDER NEW HOMESTEAD LAWS; PROGRAM TO COST STATE United States---------------------------------------- 432 
OVER THREE AND A HALF MrTl.LiON DOLLARS ANNUALLY 
Although the legislature d~d not adopt the entire program of the New York -------------------------------------------- 700 

Governor, it passed 10 bills relating to homestead exemptions, and Connecticut----------------------------------------------- 607 
as a result of this legislation Mississippi has gone a long way toward California------------------------------------------------- 605 
providing tax-free homes. Delaware-------------------------------------------------- 590 

ItIsveyobiosht heeStte aeatemtigbysuh Rhode Island---------------------------------------------- 561
It s hes Sate ae y Nevada 545tht vrycbvou ateptig sch -----------------------------------------------

cxemptions on homesteads and manufacturing plants as well Massachusetts --------------------------------------------- 539 
to shift their own burden to other States of the Union. Not Nwyoming ----------------------------------------- 526 
only have many industries left parts cf the country to go into Ilnews ----------------------------------------- 517Jersey 

tax-exempt areas, but many of the wealthiest taxpayers have Illnois- ------------------------------------------------- 8
 

Stteswhertake n up omiile thre aenoincme-tx Montslania----------------------------------------------- 7taenupdoicleinSats hee hee ren icoe-ax henslani--------------------------------------------------473
 
laws. This is purely for the purpose of evading their just Michigand ------------------------------------------ 473
share of the cost of government. Marylan ------------------------------------------ 4673 

Representatives of these States are today pleading for the Ohio------------------------------------------------------ 460 
adoption of this amendment secking a larger Federal contri- New Hampshire ------------------------------------- 438
 
bution toward the cost of their old-age assistance, and it Is of Wasinneston-------------------------------------.---- 434
 
special Interest to note that in these very States the legis- Maine ------------------------------------------------- 414
 
latures have refused to enact sufficient tax laws that would Colorado --------------------------------------------- 40
 
raise needed revenue sufficient to pay higher old-age pensions. Idciana--------------------------------------------------- 402


Arizona --------------------------------------------------- 401Only 13 States now have no income-tax laws. Oregon---------------------------------------------- 394
 
There is rapidly growing up in this country a group of tax- Iowa -------------------------------------------------- 370
 

dodging States, States that are trying to shift the burden Missouri-------------------------------------------- 366

whc srgtul noohrSae.Vermont ---------------------------------------. ---- 366
hir

heir ont 

The argument made for this proposal is that there are Nebraska----------------------------------------------- 361


certain States which are unable to make old-age assistance Florida ------------------------------------------------ 353
 

whichis rghtfllyothr Sttes.Kansas ------------------------------------------------ 385 

wpamns.Iecls tbe soigth l-aea- Utah------------------------------------------------ 348
sitnepayments inclsthe Statles ashcomparted with-the psr Idaho------------------------------------------------------ 344 

sisancn te pamens ascopard he New 322Sate wth er Mexico-------------------------------------------
capita income by States. This Indicates that it is not so WVest Virginia ----------------------------------------- 318
 
much a question of inability to pay as it is unwillingness to TexCas------------------------------------------------- 316
 

pa.Virginia------------------------------------------------ 305

(AlSgrsfrmScilScuiyBor)Louisiana -------------------------------------------------- 800


(Allfigues rom 275
ocil Seuriy Bord)South Dakota -----------------------------------------
Average old-age assaistance payment per recipient (title 1) De- North Dakota ----------------------------------------- 260


cember 1938 Oklahoma------------------------------------------------- 239
 
United States------------------------------------- $19.55 North Carolinaa-------------------------------------- 253
 

Georgia------------------------------------------ __ 25
California ----------------------------------------------- 32.43 Kentucky------------------------------------------------- 240 
Colorado ------------------------------------------------ 29.99 Tennessee------------------------------------------------- 232
Massachusetts----------------------------------------- 28.56 South Carolina ---------------------------------------- 224 
Connecticut --------------------------------------------- 26.66 Alabama--------------------------------------------------- 189 
Nevada------------------------------------------------ 26.46 Arkansas------------------------- ------------------------- 182 
Arizona------------------------------------------------ 26.10 Mississippi -------------------------------------------- 170 
New York ------------------------------------------------ 24. 18 District of Columbia--------------------------------------- 966 
New Hampshire ------------------------------------------ 23. 03 In the interest of those States from which have migrated
Ohio---------------------------------------------------- 23.01
Washington ------------------------------------------- 22.10 a large number of industries to these tax-exempt areas,
WyomIng --------------------------------------------- 21.62 and who are finding the tax burden and unemployment
Idaho ------- ------------------------------ 21.55 problem so pronounced, I1feel in the interest of justice and 
Oregon -------- ----------------------------- 21.30 eut htteaedetsol edfae.Srl
Pennsylvania -------------------------------------------- 21.19 eut htteaedetsol edfae. Srl 
Wisconsin----------------------------------------------- 20.78 these States that have tax-exempt provisions can well afford 
Maine --------------------------------------------- 20.71 to shoulder their just share of the cost of old-age asisstance. 
Montana------- ----------------------------------------- 20.48 [Applause.]
Utah----------------------------------------- 20.45 
Minnesota ---------------------------- -- 20.42 The CHAIRMAN. The Chair recognizes the gentlemnazL
South Dakota----- - - 2o.04 frcm New York [Mr. MARcANToImoI for 3 minutes. 
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Mr. MARCANTONIO. Mr. Chairman, I do not believe any 

Member of this House can accuse me of being illiberal. How-
ever, I do not propose to vote for any reactionary measure 
simply because its proponents, who have never been on the 
liberal side of any fence, call it liberal. I do think the-time 
has come when we must pause and recognize that this type 
of an amendment places on the mcre humanitarian and pro-
gressive States a greater burden and permits the landed 
aristocracy and the new industrialism of other States to 
dodge their responsibility toward the aged of those States, 

A great deal has been said here about New York by the 
gentleman from Kentucky [Mr. ROBSION]. Does the gen-
tleman realize that in New York we are almost taxed to 
death? Aside from a real-estate tax and a Federal and State 
income tax, in various cities we have personal-property taxes, 
sales taxes of every kind; taxes on every single article. New 
York cares not only for the unemployables but for many 
unemployed employables because of Congressmen who voted 
to cut appropriations for W. P. A. New York is en-
gaged in many aspects of welfare legislation. Pass amend-
meats of this type and you add an additional burden on New 
York and other States like it. I say that in this matter of 
Pensions, the States must assume their responsibility. I say 
it is grossly unfair and unjust to load on us an extra load so 
that various States can get out from under. The several 
States can put up their required share. They do not tax in 
order to bring down to their States industries which seek 
cheap labor and seek to dodge the taxes necessary to carry 
the benefits of social welfare legislation to the people of our 
States. Let the legislatures of those States whose Represent-
atives here are sponsoring these 4-to-i and 2-to-i amend-
ments assume their just responsibilities toward the people 
of their States; let them levy the necessary taxes and let them 
cease making their States havens for tax dodgers and in-
dustrialists who seek to escape their social obligations. 

Mr. ROBSION of Kentucky. Mr. Chairman, will the gen-
tleman yield? 

Mr. MARCANTONqIO. Excuse me; not just now, 
When it is said that this bill is a snare and a delusion, that 

the old people are not going to get an additional penny, I 
say that the responsibility for the old people not getting an 
additional penny rests entirely on the States in which they 
reside. Let those States be fair with the United States Gov-
ermient, let them raise their required share, and their old 
people will get additional pensions. [Applause.] 

[Here the gavel fell.] 
The CHAIRMAN. The Chair recognizes the gentleman

from California [Mr. Hixsiuw] for 2 minutes. 
Mr. HINSHAW. Mr. Chairman, I have made bold to criti-

cize this act. I have done so partly because it does not pro-
vide taxes to support the aged assistance program that is 
authorized in the act. I am amazed that of all committees, 
the Ways and Means Committee should bring out a bill that 
Is not self-supporting. 

The able chairman of the committee has even asked some-
one to suggest a tax to support this portion of the bill. I 
humbly offer to him and to the members of the committee 
that if they will put much the same kind of tax that is here 
levied against the one-third of the people covered by title II 
on the balance of the people, they will more than adequately 
support the old-age assistance program contained in this bill, 
They had an opportunity to work out such a bill when they 
failed to perfect H. R. 6466, and the Rules Committee chose 
to send us that bill under a gag rule so that it could not be 
amended. I1 claim that some such tax program as that 
offered in H. R. 6466, with suitable amendments, or even the 
tax program that Is offered in this bill for a certain one-third 
of the people, if applied to everyone equitably, would ade-
quately support the old-age assistance section and permit of 
Liberalization to boot. 

Mr. Chairman, we are in a great confusion here. We talk 
about social-security taxes when we mean compulsory old-age 
Insurance premiums. I see no essential difference between 
these payments and those payments many of us made for 
war-risk insurance. If the majority of our people believe 
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that all of the people should be compelled to take out old-age 
risk insurance so that they will not become public charges if 
and when they reach old age, then the people have a right 
to so order in a democracy. We have already done so, but 
for one-third of our people only. 

Furthermore, Mr. Chairman, this program of old-age risk 
insurance should be self-supporting and should not be con­
sidered as a part of the Federal Budget. Here we call it a 
tax for social security, but it is no more a tax than are the 
millions of insurance premiums that are regularly paid on 
the millions of ordinary life-insurance policies in force in this 
country. We fight against paying taxes, but we -work to pay 
insurance premiums. This pending act would make princes 
of one-third of our people and paupers of all but a fortunate 
small percent of the other two-thirds. It contains some gross 
inequities and is ponderous and cumbersome In its adminis­
tration. [Applause.] 

The CHAIRMAN. The Chair recognizes the gentleman 
from Missis&'ppi [Mr. COLMER] for 3 minutes. 

Mr. COLMER. Mr. Chairman, I am just as much Inter­
ested in this amendment as I was in the amendment that I 
sponsored a moment ago. In fact, I consider it my amend-
meat and the amendment of those of us who are interested 
in liberalizing this pension. 

Now, it has been pointed out repeatedly today that this bill 
that is brought here does not liberalize the pensions of these 
aged people, because there is only one State in the Union that 
is now matching the $15 that the Government offers. I just 
want to say in these 3 minutes you are either going to pass 
this liberalizing amendment or you are not going to pass 
anything. If you are not going to pass anything, let It be 
known to the aged needy people and the country at large, and 
say that this Congress is not in favor of increasing the pen­
sions to the aged needy. 

I was amazed that the gentleman from New York [Mr. 
MARCAeq'ONIO], a man who would probably vote one hundred 
billions for the Workers Alliance, for the W. P. A., should 
get up here and oppose this proposition of 2 to 1 for these 
aged people. 

Mr. MARCANTONIO. Mr. Chairman, will the gentleman 
yield? 

Mr. COLMER. I am sorry, I have only a few minutes, 
Mr. MvARCANTONIO. The gentleman mentioned my 

name. 
Mr. COLMER. Mr. Chairmian, I decline to yield. 
Mr. Chairman, either we are going to liberalize this blill 

with this amendment and give these people something, or 
we leave the question entirely unsettled and just put off the 
Issue to a later time. I was not astonished at the action 
of the gentleman on the other side, he was running true to 
form; nor was I astonished when the minority defeated the 
amendment on the 4-to-i proposal, but let me say to Re­
publicans and Democrats alike that if you do not want to 
vote for this amendment, then you are in effect saying to 
the aged people that you are not going to give them any­
thing. Oh, yes; there is another course, there is another 
body at the other end of the Capitol. When the bill gets 
over there it will be liberalized, but this is your test vote. 
We ask you to vote for it. 

Mr. Chairman, we have made the best fight that we knew 
how to make in an effort to get a more liberal pension for 
the aged needy. I regret that many who had signified their 
desire to support this amendment are not here. I regret that 
under the rules of the House we are unable to get a record 
vote on this amendment and on the amendment which I 
cffered and which was defeated on a teller vote. I was par­
ticularly disappointed in our colleagues on the Republican 
side of the aisle. There is no question but that, with few 
exceptions, they voted against the liberalizing amendment 
which we offered a few minutes ago. There is also no ques­
tion but that the majority of the Democrats voted for It. 
Had our Republican friends come through as we expected 
them to do, this amendment would have been adopted. I 
hope that those who oppose these efforts which we are mak­
ing to liberalize these pensions will not go before the country, 
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next Year and tell the people that they favor an adequate
old-age pension. 

Let rue say In conclusion to my colleagues that this is the 
last stand. If you really favor a liberalization of the bill 
which the committee has reported, and which we have 
pointed out repeatedly means nothing because only one State 
Is now matching the $15 provision, then this is your oppor-
tunity to liberalize it. We have reason to believe that the 
Senate Will liberalize the bill if we do not. Why should we 
not do so In the first Instance? I appeal to you in the name 
of the thousands of the aged needy throughout the country,
and Particularly in our section, to support this amendment 
and no longer turn a deaf ear to the pleas of these aged
needy people. 

[Here the gavel fell.]
The CHAIRMAN. The time of the gentleman from Mis-

sissippi has expired, all time on this amendment has expired. 
Mr. TERRY. Mr. Chairman, a parliamentary inquiry.
The CHAIRMAN. The gentleman will state It. 
Mr. TERRY. As I understand it the first vote will be on 

my amendment as a substitute for the amendment offered by 
the gentleman from Michigan, will It not? 

The CHAIRMAN. The gentleman is correct. The Chair 
was about to put the question. 

The question is on the substitute amendment offered by 
the gentleman from Arkansas to the amendment offered by
the gentleman from Michigan. 

The question was taken; and on a division (demanded by 
Mr. TERRY) there were-ayes 65, noes 131. 

So the substitute amendment was rejected. 
The CHAIRMAN. The question recurs on the amendment 

offered by the gentleman from Michigan [Mr. WOODRUFF]. 
The question was taken; and on a division (demanded by 

Mr. WOODRUFF) there were--ayes 79, noes 142. 
So the amendment was rejected. 
Mr. KELLER. Mr. Chairman, I offer an amendment, 
The Clerk read as follows: 
Amendment offered by Mr. KE-LE: On page 3, In line 9. strike 

out "one-half" and Insert "two-thirds"; In line 18. strike out 
"5 percent" and insert "4 percent." 

Mr. BUr-~. Mr. Chairman, a point of order. 
The CHAIRMAN. The gentleman will state Ut. 
Mr. BUCK. Mr. Chairman, I make the point of order that 

this Is practically the same amendment we just voted on. 
The CHAIRMAN. In order for the point of order to be 

sustained the amendment would have to be Identical to one 
which has already been voted on. This amendment is not 
Identical, 

The ointofoerrueddeemedoderIsThe ointof rderIsverrle&the 
The gentleman from Illinois is recognized for 5 minutes. 
Mr. KELLER. Mr. Chairman, I call the attention of the 

Committee to the fact that we are going from one extreme to 
another. At. the present time we ought to make progress 
slowly but surely. There is a great deal of merit in the 
4-to-i proposed which was rejected. The idea behind it was 
not wrong, but the extent of the proportion was wrong. 

When the proposal of Federal old-age pensions first came 
up it was my great pleasure and honor to have introduced 
the original bill, which was the basis of the old-age assist-
ance features of our social-security law. The present old-
age assistance feature was put into the social-security law at 
that time. First I proposed-a national old-age pension. On 
rewriting the bill I proposed that the contribution as between 
the Federal Government and the State governments should 
be 3 to 1, 3 parts being contributed by the Federal Govern-
ment and 1 part by the States. That is exactly the propor-
tion in Canada between the contribution of the Dominion 
Government and the provinces. After arguing the question 
with the President he finally insisted that we ought to start 
out on an even basis. I was, of course, compelled to give in 
to that, although I still held to my own opinion that there 
ought to be a difference. 

We have tried out the 50-50 plan and we have found that 
the 50-50 plan does not give the relief we had a right to 
expect and which we hoped it would give when we wrote It 

I y-43?" 

RECORD-HOUSE 
into the law. Our own experience should teach us that there 
is a way of doing this. In foreign countries what happened 
was that they started at a certain rate of pension and a 
certain age, almost invariably 65, the same as we did. LiAttle 
by little the pension was Increased to what each country 
considered a normal amount. As time ran along they began
to reduce the age limit from 65 to 62, and 60, and finally to 
58 years. That is exactly the process that we probably will 
go through in this country. 

That is the rational process, but we ought not to overlook 
the fact that we ought to be ready at the present time for 
the Federal Government to assume a larger proportion than 
one-half, for the simple season that when this Government 
was first instituted the amount of money raised through 
real-estate taxes amounted to about 90 percent of the entire 
revenues of Government. At the present time It amounts to 
less than 15 percent; in other words, It has become a mat­
ter of taxing income. In flhinois as well as In other States 
the people are suffering from this mistake. For the pur­
pose of providing our half of the old-age assistance we are 
taxing our property, the homes of people who are not able 
to pay these taxes. When you do that you are not going to 
get the right kind and the right distribution on the old-age 
pension. It is for this reason, in my judgment, that we 
ought to pass a 2-to-i provision at the present time; then 
profit by that experience and see where we can go. Because 
the figures presently Indicate that we should ultimately 
arrive at $50 a month instead of $40; but the $40 Is a step 
forward. We ought to make It 2 to 1 instead of 1 to 1, as 
at present. 

[Here the gavel fell.] 
Mr. DOUGHTON. Mr. Chairman. I rise In opposition to 

the amendment offered by the gentleman from Illinois [Mr. 
EL R. 
This amendment is substantially the same as the one just 

voted down. 
Mr. Chairman, I move that all debate on this amendment 

do now close,
The motion was agreed to. 
The CHAIRMAN. The question Is on the amendment 

offered by the gentleman from Illinois [Mr. KELLER]. 
The amendment was rejected. 
Mr. DIRKSEN. Mr. Chairman. I1 offer an a-endment. 

which I send to the Clerk's desk. 
The Clerk read as follows: 
Amendment offered by, Mr. DnucsEN: Page 2. line 20. after the 

word -assistance", strike out the semicolon, insert a colon and 
the following: '"Prvided. That the term 'resources' shall not be 

to include any sum or amount which, In, the opinion ofState or any instrumentality thereof, might be obtained from 
children or relatives.' 

Wr. BUCK. Will the gentleman yield before he starts? 
Mr. DIRKSEN. I yield to the gentleman from California. 
Mr. BUCK. Does the gentleman's amendment read 'shall 

not be deemed to include any sum or amounts received from 
chlrn. 

Mr. DIRKSEN. It reads "That the term 'resources' shall 
not be deemed to include any sum or amount which In the 
opinion of the State or any instrumentality thereof might be 
obtained from children or relatives." 

Mr. BUCK. Suppose allowances were made under other 
titles of this act? 

Mr. DIRKSEN. They would have to be amended if this is 
adopted, in accordance with the substance of my amendment. 
Let me explain it first before myV time is exhausted. 

Mr. BUCK. I am trying to really understand what the 
gentleman has In mind. 

Mr. DIRKSEN. Uf the gentleman will permit. I will ex­
plain it. 

Mr. Chairman, let me take a hypothetical case. Loet us as­
sume that under the old-age assistance act of the State of 
Illinois one makes written application for old-age assistance. 
Normally he might be entitled to $30 a month. That appli­
cation goes to an Investigator or to a social worker. That 
socia worker calls on the applicant and after going into the 
matter of Income and resources will say: "Have you azay 
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children?" "Yes, two." "Sons or daughters?" "Two sons.,, 
"Who are they and where do they work? Are they married 
or are they single?" "Both of them are married. Bath have 
families. Both have children."1 "Where do they work?" 
"One works in a canning factory, the other works in a shoe 
factory." "How much money do they earn in a week?" 
"Each one of them receives approximately $25 per week." 
Now, then, if in the judgment of that investigator, which is 
affirmed by the old-age assistance division, the State decides 
that each one of these married sons should or could contrib-
ute $2, $3, or $5 per month out of the pay check, that amount 
of money is going to be taken from the potential old-age 
assistance which will be given to the aged person. It is what 
is known in the State of Illinois as the relative clause. They 

Mr.ChiranitaloiNe isr one ofthoer grpiga ndditateu 
thng.t theiraged peIsople of thoe coupntr tatd ditsomtiesu 

thins pepleoft th agete cunty tht smetmes 
makes this seem like bitter charity. There are many aged 
fathers and mothers who do not want to depend upon 
their sons and daughters, who have their own families and 
who have gone through lean years since 1929; yet, if in the 
opinion of the States and if in the opinion of the Attorney 
General, or If the old-age assistance division said that such 
son or daughter could contribute, then the amount of pen-
sion is going to be diminished by the sum total, of that con-
tribution. 

The eligibility provision in our law In Illinois has a quali-
fication for old-age assistance: 

Has no children who in the opinion of the State department or 
the attorney general are legally responsible for the applicant's 

support.stated 
Are we asking families to take care of the old-age assist-

ance. or are we making this a matter for the States and for 
the Federal Government? I say It is a very unhappy pro-
vision that has crept into many State laws, and it has 
caused distaste everywhere among the aged. It seems to 
me one of the things we can do is to make certain that the 
word "~resource"~ is qualified so that no case worker, no 
Investigator, no attorney general, will be able to say that 
this son or daughter, whether they can afford It or not, 
could contribute $2 or $3 or $5 toward the assistance of an 
aged person and then reduce the proposed amount by that 
much. 

Mr. COOPER. Will the gentleman yield? 
Mr. DIRKSEN. I yield to the gentleman from Ten-

nessee. 
Mr. COOPER. Does not the gentleman think that his 

own State, If it wants to have a provision of that kind in 
Its law with respect to money that that State pays ouit, 
ought to have a right to have it? 

Mr. DIRKSEN. I may say to the gentleman from Ten-
uessee that it is stated In the act: 

Effective July 1, 1941. the State act must provide *0*that 
the State agency in determining need shall take into consideration 

Incoe ad reoures.Committee 
What is a resource? Is It something that a son 0r 

daughter can contribute? Are you going to leave it as 
vague as that? We ought to have it stated definitely. It 
ought to be clarified. The amendment I have offered should 
be adopted.

[Here the gavel feEL. 
Mr. BUCK. Mr. Chairman, I rise in opposition to the 

amendment offered by the gentleman from flUinois. 
May I call to the attention of the Committee that the 

other income and resources that are to be taken into con-
sideration are specifically stated to be those of the individual 
claiming old-age assistance, and that does not include, in 
my opinion, any resources that his son or daughter or any-
one else might have. If this statement will clarify the 
record for the benefit of the Illinois officials who administer 
their old-age law, I am very happy to make It. 

Mr. DIR]KSEN. Mr. Chiairman, will the gentleman yield? 
Mr. BUCK. I yield to the gentleman from Illinois. 
Mr. DIRKSEN. I may say to the gentleman It Is going 

to be a matter of administrative interpretation, and how 
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does the gentleman know or how do I know what they will 
say down In Springfield, Ill., or what they will say down in 
the Social Security Board as to what constitutes a resource? 

Mr. BUCK. How can they go back of the language In 
this bill, if it becomes law, which states that the State 
agency shall take into consideration-I quote: 

Any other Income and resources of an Individual claiming old-
age assistance. 

His children are certainly not claiming old-age assistance. 
Mr. DIRESEN. The fact is that this was not In the 

original law. Why should It be put in now? 
Mr. COOPER. Mr. Chairman, will the gentleman yield? 
Mr. BUCK. I yield to the gentleman from Tennessee. 
Mr. COOPER. The gentleman from Illinois entirely misses 

the point Involved in this provision in the bill. Under the 
present law old-age benefits under title II1 do not come into 
effect until 1942. Under these amendments those benefits 
are moved up and come Into effect in 1940. Could the gen­
tleman from Illinois or anybody else take the position that 
a person receiving an old-age benefit or annuity should also 
be entitled to an old-age pension or old-age assistance? The 
gentleman entirely misses the point with respect to the pro­
vision of the bill about which he is speaking. 

Mr. DIRKSEN. If the gentleman will yield, the gentleman 
from Illinois has not missed the point. Do not be misled on 
that. 

Mr. POAGE. Mr. Chairman, will the gentleman yield? 
Mr. BUCK. I yield. 
Mr. POAGE. May I say to the gentleman that this is the 

point I was raising yesterday, and that while clearly the point 
by the gentleman from Tennessee is well taken, the 

experience of my State, which had in Its statute almost 
exactly word for word the provision this bill has in it, was 
that the investigators and supervisors from the Social Se­
curity Board at Washington enforced on our State the inter­
pretation of a statute almost word for word like this that 
kept every person off the roll who had a child who had any 
means of self-support whatever. 

Mr. BUCK. Yes; but I may say to the gentleman from 
Texas that here we are laying down a standard for the State 
to live up to, and in very definite words. The Social Security 
Board is not going to be involved in a question of interpreta­
tion of a State law. The "resources" are those of the old-age 
individual claiming assistance. If he can draw a benefit 
under title II, we propose it be taken into consideration. 

Mr. POAGE. The State statute was almost exactly word 
for word what you are attempting to lay down here, and the 
Social Security Board has already interpreted that provi­
sion; it has done it already in the State of Texas, and I am 
sure it has in other States. 

Mr. MAGNUSON. Mr. Chairman, will the gentleman 
yield? 

Mr. BUCM I1yIeld.
Mr. MAGNUSON. May I say to the gentleman and the 

that this exact question arose in the State of 
Washington last January. 

Mr. BUCK. Yes; but It arose not under a Federal statute. 
Mr. MAGNUSON. I was going to sustain the gentleman's 

point. The Supreme Court knocked out all our old- age Pen­
sion laws. The Social Security Board ruled that the question 
of what resour-ces should be taken into consideration was 
entirely a matter for the State and that It was not nianda­
tory to receive the Federal grant that children support the 
aged people. 

Mr. BUCK. I thank the gentleman for the contribution. 
It was very valuable. 

Mr. Chairman, I yield back the balance of my time. 
Mr. DOUGHTION. Mr. Chairman. I move that all debate 

on the pending amendment do now close. 
The motion was agreed to. 
Mr. DIRISEN. Mr. Chairman, a parliamentary Inquiry.
The CHAIRMAN (Mr. PATMANi). The gentleman Will 

state It. 
Mr. DIRIKSEN. Are we voting on the amendment-or thO 

motion to close debate? 
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Mr. HOOK. Mr. Chairman, are we voting on the motion 

to close debate? 
The CHAIRMAN. The question was on the motion of the 

gentleman from North Carolina to close debate on the pend-
ing amendment. The Chair put the question, and the mo-
tioni was agreed to. 

The question is on the amendment offered by the gentle-
man from Illinois [Mr. DrRcsEN1. 

The amendment was rejected. 
Mr. BRADLEY of Pennsylvania. Mr. Chairman, I offer 

an aendmnt.under 
The Clerk read as follows: 
Amendment offered by Mr. BRiw=E of Pennsylvania: On page 

2. line 9. after the word "administration", strike out "other than 
those relating to selections, tenure of office, and compensation of 
personnel" and insert "including a, civil-service merit system for 
employees, who shall be dismissed for cause only, and who shall 
have the right of appeal to the court or courts having Jurisdic-
tion in their respective States: Provided also, That In the event of 
a necessary curtailment of personnel no new employees shall be 
engaged in a similar classification until after those dismissed under 
such Curtailment order shaUl be restored to duty, or shall have. In 
Writing, declined such reinstatement." 

Mr. RADEY Pensylani.o M. Chirmn, wen his
Mr. RADEY o hisPensylani. M. Chirmn, wen 

Congress enacted the social-security law it inaugurated a 
great humanitarian experiment. I think everyone concedes 
that that legislation and this new legislation are desirable. 
but I feel that every man in this House should wish to place 
safeguards around the administration of such legislation, not 
only by the Federal Government but by the States, to the end 
that we will have an efficient and a just administration of 

the law.offered
We have heard on the floor of the House many statements 

regarding the introduction of politics into the administration 
of the W. P. A. We know that throughout the country In the 
local administrative forces there has been politics with regard 
to relief. I think these men and women who receive old-
age pensions should be absolutely safeguarded so that they 
may not be submitted to exploitation on the part of any
political machine, no matter of what party. 

The Federal Government has established civil service for 
the employees engaged under the Federal Government. 
There may bDethose who say we have no right to interfere 
with the machinery of the States, but, after all, the Federal 
Government is contributing up to $20 for every grant that 
is made by every State and if we do not establish the most 
rigid safeguards, sooner or later, regardless of what the PO" 
lltical aspect may be In any State, we are going to see investi-
gators and supervisors actively engaged In politics, and the 
social security legislation is going to be brought into discredit. 

I hope that everyone who is sincerely interested in the 
matter of old-age pensions and social security will support 
this amendment so that we can be sure that the Congress 
of the United States has provided safeguards, not only in 
Federal administration, but in the States, because that is 
where you probably will need it more than you do here in 
Washington, and I hope the committee will support this 
amendment to insure an efficient civil service administration 
that will be free of politics no matter who might wish to bring 
pressure. 

Mr. RAMSPECK. Mr. Chairman, will the gentleman 
yield? 

Mr. BRADLEY of Pennsylvania. I shall be pleased to yield 
to the gentleman. 

Mr. RAMSPECK. I may say to the gentleman that I think 
his amendment is very fine. We know that in the State of 
Kentucky last year and in the gentleman's own State and in 
the State of Ohio, as well as in many other States, these em-
ployees were used by State political machines, and we ought 
to prohibit that, because we are paying part of the cost and 
we ought to make the States put them under a merit system. 

Mr. BRADLEY of Pennsylvania. I thank the gentleman 
from Georgia and I am very glad he has made that state-
ment, because I know that everyone in this House knows 
that, above all others, he is sincerely interested in the civil-
service system, and when he feels that this Is a desirable 
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amendment I think that should create a good impressionl 
upon the other members of the committee. (Applause.]

Mr. COOPER. Mr. Chairman, I am going to take just aL 
moment or two to speak in opposition to the pending amend-
merit. 

This matter was thoroughly considered by your committee, 
not only during the consideration of the pending bill but in 
1935. during the consideration of the present act. AU in the 
world this means is that the Federal Government will say to 
the sovereign States of this Union whom they have to employ 

their State program. As long as the States put up
half of the money to provide these benefits and this assist­
ance, they certainly should have a right to select the person­
nel and to handle the program in those States. 

Mr. RAMSPECK. Mr. Chairman, will the gentleman. 

Yield? 
Mr. COOPER. I yield to the gentleman.
Mr. RAMSPECK. I know the gentleman does not want to 

wrongly state the amendment. It does not interfere with the 
right of the State to select the persons, but simply provides
that they must be selected under a system of merit rather 
than political patronage.

Mr. COOPER. Certainly, the Federal Government says the 
State may select its personnel, but the State has to select it 
under a system prescribed or approved by the Federal Gov­
ermient. So what difference or distinction is there in the 
matter? 

Ti mnmn a oe onuaiiul ytecm 
Thisteaymenmberont wabothied downuaf osbthe commit-e 
iTteebmmer oHM sidestiof then. bThe soommittee. 

by the gentleman from Pennsylvania [Mr. BRADLEY].
The amendment was rejected. 
Mr. VOORHIS of California. Mr. Chairman. I offer an 

amendment. 
The Clerk read as follows: 

Amendment offered by Mr. VooRnm of California, On page 2,line 20. after the word "assistance", insert "Provided. That when­
ever such other cash income is less than $360 per year, such fact 
shall be prima facie proof of need:" 

Mr. VOORHIS of California. Mr. Chairman, the purpose 
of this amendment is to take a step in the direction of making 
it possible for such pensions as are paid under this act to be 
paid to people without compelling those people to go through 
a virtual pauperism test in order to qualify. In effect the 
amendment says that if an individual's cash income is less 
than $360 a year, which certainly is little enough, then that 
person shall be deemed by the State agency to be eligible, 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. VOORHIS of California. Yes. 
Mr. BUCK. This provides that if an individual has less 

than $360 a year Income he shall be eligible? 
Mr. VOORHIS of California, Yes. 
Mr. BUCK. Suppose he owns $100,000 worth of land from 

which he does not get any income at all. 
Mr. VOORHIS of California. If he has no income, he 

would not be in very good shape would he? This amendment 
does not say that the State must under all circumstances 
make payment to an individual under those circumnstances~ 
but it does say that if that person is in receipt of less than 
$360 income in a year that shall be regarded as prima facie 
evidence of eligibility on the part of that person. That 
means really and practically, without quibbling, that a per­
son is not going to be compelled to give a lien on a little 
home to the county before he can qualify. It means that his 
sons and daughters, as pointed out previously by the gentle­
man from Illinois, are not going to be compelled to make a 
contribution, when they themselves are hard pressed, to the 
support of this particular individual. It means, in other 
words, that we are taking a step in the direction of making 
this what we claim it to be, namely, a payment made because 
it ought to be made and without the humiliating experience 
through which people now in many cases are compelled to go. 

j I feel very strongly on this point because of the experiences
Ithat we have had in our own State and in my own congres-
I sional district. I feel strongly on It because of what I know 
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has happened in so many cases. For example, I could point 
to cases where a man and wife, both together, each of whom 
draws a full pension, are living next door to a person who 
is holding onto a little home, but who has to give a lien 
against that home before he can qualify. My State tried to 
correct that particular situation and now permits real prop-
erty up to $3,000, I believe, to be owned by an individual with-
out hWs being made Ineligible; but it left a loophole, and that 
loophole was that it was provided that anybody who was a 
relative of an individual past 65 might be held responsible 
for their support, and through that method It has been 
possible for the same injustice to take place as between two 
individuals, one of whom receives the pension, while the other 
is denied on the ground that he has, for illustration, a son in 
Montana, with four or five children, making a very meager 
Income, who can be asked to contribute.-

Mr. POAGE. Mr. Chairman, will the gentleman yield?
Mr. VOORHIS of California, Yes. 
Mr. POAGE. My State has corrected that, but if this bill 

goes through without the gentleman's amendment I am sure 
all the efforts of our legislatures will go for nothing, 

Mr. VOORHIS of California. I think it will. In regard to 
people in receipt of payments under title II, it seems to me 
that if those same people will become eligible to payments
under title II In 1940 it is all the more necessary for an 
amendment of this kind to be adopted. I do not believe that 
the members of the Ways and Means Committee themselves 
would want to see a person who had contributed under title II 
and was getting payment as a result of those contributions 
receive less than P.person who had not contributed and who 
was receiving cId-age assistance. Under this amendment 
that would be corrected, at least to a certain extent; and If 
the person received, say, $10 under title II1, he would not 
thereby be disbarred, as they might well be now under certain 
State laws, from the receipt of any other further considera-
tion under title L 

The CHAIRMAN. The time of the gentleman from Cali-
fornia has expired. 

Mr. BUCK. Mr. Chairman, I move that all debate upon 
the pending amendment be now closed. 

The motion was agreed to. 
The CHAIRMAN. The question is on the amendment 

offered by the gentleman from California. 
Th-e question was taken; and on a division (demanded by

Mr. VooasUS Of California) there were-ayes 58, noes 109. 
So the amendment was rejected. 
Mr. TAYLOR of Tennessee. Mr. Chairman, I offer an 

amendment, 
The Clerk read as follows: 

Amenmenofere f Tnnesee Onpag ineitbyMr.TAYoR 3 
18. after the word "purpose", strik~e out the period. Insert ac~Oon 
and the following: "Provided,That no State will require any bane-
ficlary under this section as a condition precedent, to convey by
deed or otherwise, any property said recipient may poses. 

Mr. TAYLOR of Tennessee. Mr. Chairman, I recognize 
that up until now this afternoon this Committee has had 
open season on amendments, but I believe this amendment 
possesses such outstanding merit that the majority of this 
body will support it. 

In a number of the States, not In all of them by any 
means, before an old person is granted old-age assistance he 
is required to convey to the State whatever property he may 
possess, regardless of the insignificance of the value of such 
property. That proved to be a very serious deterrent to 
the old people. I know In my State it has been a deterrent 
to applicants for old-age assistance. When they come before 
the welfare board and find that before they can be con-
sidered for old-age assistance they must give a lien on the 
property or convey by deed their little home, in many 
instances a little hovel with an acre of garden, they simply
walk away, 

Mr. Chairman, I1 think it is beneath the dignity of a 
sovereign State to require, as a condition precedent, that 
those little homes, those little tracts of land that are worth 
from $100 to $200, should be conveyed to the State before 
application for old-age assistance will be granted, 
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Mr. LEAVY. Mr. Chairman, will the gentleman yield? 
Mr. TAYLOR of Tennessee. I yield.
Mr. LEAVY. I am in full accord with what the gentle­

man has said. To show you how varying the States are now. 
and how unfair it is. I1have the figures for the various States. 
Twenty-seven States have no provision for recovery; 9 Sta~es 
have permissible recovery; and 15 States absolutely require a 
recovery.

Mr. TAYLOR of Tennessee. That is merely an argument 
in support of the amendment which I have offered. 

Mr. LEAVY. Your amendment would put an end to this 
sort of thing? 

Mr. TAYLOR of Tennessee. It would put an end to that 
sort of racket. 

Mr. PITrENGER. Mr. Chairman, will the gentleman yield? 
Mr. TAYLOR of Tennessee. I yield. 
Mr. PITTENGER. Is your amendment retroactive? In 

Minnesota they have a law that puts a lien on the home­
stead now. 

Mr. TAYLOR of Tennessee. I think, if my amendment is 
adopted, it would cancel all of the liens that have been given 
as a condition for the granting of old-age assistance. 

Mr. STEFAN. Mr. Chairman, will the gentleman yield? 
Mr. TAYLOR of Tennessee. I yield. 
Mr. STEFAN. I am in full accord with your amendment. 

You will recall that yesterday I asked the chairman of the 
committee the question whether or not we could do anything 
to eliminate that terrible situation where an old man or an 
old lady had a little home and they could not get a pension
unless they gave a lien on that little home to the State, but 
our chairman of our committee tells us we cannot do anything
about It, that that is a matter for the States to determine. 

Mr. TAYLOR of Tennessee. We certainly can legislate.
Mr. STEFA1r. I am going to vote for your amendment. 
Mr. TAYLOR of Tennessee. I appreciate the support of the 

gentleman. 
I want to conclude, Mr. Chairman, by saying that I think 

it is a melancholy commentary that a sovereign State, be­
fore it will grant this old-age aid to indigent persons, must 
require the conveyance of a little home, in many instances 
perhaps not worth more than $50 or $75. But those old 
People have a sentimental attachment to their homes, and 
before they will comply with any. such requirement they 
will walk away and refuse to pursue their application. 

Mr. COOPER. Will the gentleman yield? 
Mr. TAYLOR of Tennessee. I yield. 
Mr. COOPER. Is that not a much more pertinent ques­

tion to ask in the State legislature than it is here? 
Mr. TAYLOR of Tennessee. Well, I think we ought to do 
here. We have an opportunity to do it now. It Is a mat­

terthtogtntbreredoteSaes
Mr. BUCK. Mr. Chairman, will the gentleman yield?
Mr. TAYLOR of Tennessee. I yield.
Mr. BUCK. Suppose we adopt your amendment and the 

State could not obtain a lien on the property, then would 
not the State pass a law saying that those people are not 
needy, and they never would get any relief? 

Mr. TAYLOR of Tennessee. But they get no Income 
whatever from these little homes. 

Mr. BUCK. But you would not accomplish the purpose 
you are aiming at. in my opinion.

Mr. TAYLOR of Tennessee. If you will adopt my amend­
ment, I will take the consequences. 

Mr. MILLS of Louisiana. Mr. Chairman, will the gentle­
man yield? 

Mr. TAYLOR of Tennessee. I yield. 
Mr. MILLS of Louisiana, Will it not make the old people 

more content if your amendment Is adopted? 
Mr. TAYLOR of Tennessee. Of course, Naturally, the 

States would not grant pensions to people who have homes 
In the nature of mansions. It is only the small homes of 
practically no value that such an amendment as mine would 
cover. (Applause.] 

[Here the gavel fell.] 
Mr. McCORMACK. Mr. Chairman, I rise in opposition to 

the amendment. 



1939 6925 CONGRESSIONAL 
Thbe amendment of the gentleman from Tennessee has a 

very sentimental appeal. The gentleman says it is a "melan-
choly commentary" upon a State that would do that. Well,
I do not Want to characterize the great sovereign State of 
Tennessee as doing something on this occasion which con-
stitutes "a melancholy commentary," but I will agree with 
the gentleman that I would dislike very much to see such a 
condition existing in Massachusetts. But we are sitting here 
as Members of the Congress of the United States. My friend 
fron. Tennessee is in effect asking us as Members of Con-
gress to compel his State to do something that his State leg-
islature will not do. His job rests with Tennessee. as I see it,
and not with the Congress of the United States. 

Mr. TAYLOR of Tennessee. Mr. Chairman, will the gen-
tleman Yield? 

Mr. McCORMACK. I yield gladly, 
Mr. TAYLOR of Tennessee. I have repeatedly appealed

to the Legislature of Tennessee to repeal this requirement. I 
will say to the gentleman that as a Tennessean I am 5orry
'that my State has written into its laws, in pursuance of this 
act of Congress, any such unfortunate provision as that, 

Mr. McCORMACK. Will not my friend admit that it is a 
Tennessee problem? 

Mr. TAYLOR of Tennessee. No; I think It is not, 
Mr. MCCORMACK. Let us keep In mind the fact, Mr. 

Chairman, that we have tried to make this law as broad as 
possible, giving to the States as broad jurisdiction as it is 
Possible to give them to meet the old-age problem payable out 
of Public funds in accordance with their own State conditions. 
If we start putting this condition in and that condition in,
there is no reason in the world why we should not put In every
condition. that is not attractive or agreeable to every Member 
of Congress from every one of the 48 States of the Union. I 
Join with my friend in his opinion that the Tennessee law 
should be changed, but I submit in all reason that we should 
not change the Tennessee law, or the Massachusetts law, or 
the New York law, or the Alabama law in Congress; this 
should be done by the legislatures of the respective States: it 
is a matter for the several States. My friend should go into 
Tennessee and mold public opinion, because public opinion ls 
the controlling factor in a democracy. 

Mr. TAYLOR of Tennessee. Mr. Chairman, will the gen-
tleman yield? 

Wr. McCORMACK. I yield. I would not oppose the gen-
tleman's amendment if I were a member of the Tennessee 
Legislature, and if a bill along the lines he desired was pend-
Ing before that body. 

Mr. TAYLOR of Tennessee. I do not see how the gentle, 
man can vote against giy amendment after the eloquent
appeal he has made in behalf of States' rights. 

Mr. McCORMACK. As a Member of Congress, I say it is 
wrong for Congress to put into this law a basic requirement
simply to meet a situation which exists in Tennessee. That is 
a question for the State of Tennessee to solve through its 
legislature. The Legislature of Tennessee should meet the 
problem instead of passing the buck to the Congress of the 
United States. [Applause.] 

[Here the gavel fell.]
Mr. ONE MrofOhi. hadpreareChirmn, an

Mr.OnES ofla tothioMr. Chairman Iythad prnteparedrom
amendmssentw by thse gentlemanrfromsimilrtoteonsieratoffre 
theaeness entow under consideratin. Irorineseei support of 
thew tamendmentothme genbuttlema fromiefo beausendTenn hesse 
kenow tha thte Iftime bislaouto bmenlimiednto furter amsend-
metstoe title eilofathebilMyamendment anddrcossdesatitsel 
atoeptthesme evl ta h mnmn ne osdrto 
aTteamptstomeet.Ihv rprdi sflos 
Thge amenden I0 havter prepaolnsrediseou 'ndashollws: 

Pag 2,lin 2, wod "nd,aterseicoonstikeoutth 
and on lie 24, after the word "assistance", strike out the 
period and quotation marks and insert a semicolon and the 
following: 
and (9) provide that the State. after January1, 1.940. for assist 
ance furnished him under the plan, shall not require security,
pledge, or encumbrance by mortgage, trust deed, or deposit ofrecipient's personal or real property for the repayment of any
amouints for old-age assistanme 
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Briefly, the effect of my amendment would change the 

claim of the State and the Federal Government from a 
secured lien mortgage, or pledge upon the property of the 
old-age pensioner to a general claim against his estate. 

The gentleman from Massachusetts has just said that 
the amendment attempts to direct the way the State shall 
legislate. In answer to his argument I believe the Federal 
Government owes a definite responsibility to all of the 
States because the Federal Government gave birth to this 
legislation, and in paragraph 7 of the original act I quote: 

That 11 the State or any of Its political subdivisions collects 
frcm the estate of a recipient of old-age assistance any amount 
with respect to the old-age assistance furnished him uncer theplan, or.x-half of the net amount so collected shall be promptlypaid to the United States." 

We have given birth to the thought, and we have accepted 
from the respective States one-half of the moneys collected 
flomn the estates of old-age recipients.

Let us examine the figures for the State of Ohio. Since 
February .11, 1936, $36,648,000 has been paid by the Federal 
Government to the State of Ohio. During the same term 
the State of Ohio has paid to the Federal Government the 
sumn of $135,629 as the Federal Government's share of 
moneys realized f roin the estates of old-age recipients. One 
hundred thirty-five thousand six hundred and twenty-nine 
dollars is one-half of the net amount collected from the 
estates of old-age pensioners out of the proceeds of their 
life-insurance policies, bank deposits, and homesteads. The 
State has realized a net of an equal $135,629. The Federal 
$135,629 and the State $135,629 gives us a total net suim of 
$271,258. This Is the net amount after court costs, re­
ceivers' fees, trustees' fees, and attorneys' fees have beern 
deducted from the gross proceeds of the sale price of old-
age pensioners' estates, 

I am sure if we knew the total gross sale price of the prop­
erties of the old-age pensioners, there would not be one vote 
cast against this amendment. I am sure if we knew the total 
gross proceeds of old-age pensioners' estates before attor­
neys' fees, court costs, receivers' fees, and trustees' fees are 
deducted to give us the net amount collected, we would never 
let another day pass Until we had enacted this amendment. 

One hundred and thirty-five thousand six hundred and 
twenty-nine dollars recovered In comparison to $36,648,000 
paid to my State in old-age pensions in itself shows that the 
law is of no real benefit to the Government. 

The States and the Federal Government can save these 
attorneys' fees, court costs, receivers' fees, and trustees' fees 
by passing this amendment and leaving the matter up to 
the States to legislate on the subject whether they will make 
the claim for old-age assistance a general claim against the 
estates of old-age recipients, or completely forbear any recov. 
ery for amounts advanced. 

So long as the Federal Government encourages the States 
to put a lien upon the property of old-age recipients by ac­
cepting one-half of the net collected frem. their estates, just
that long will old-age pensioners be compelled to give a 
blanket mortgage, a trust deed, or pledge of every bit of prop­
erty that they own before they can get their pension. many
of these people have worked all of their lives to complete a 
contract of purchase of a homestead, or to pay out a small
life-insurance policy, only to find when they reach the age of 
65 without funds through no fault of their own perhaps, that 
the arm of their State says, "Before we will give you a pension
You must give a mortgage on your property, deliver your
insurance policy to secure the State and the Federal Govern­
ment." Were the mortgage only for $30 or $20 or $10, what­
ever the pension is for 1 month, and the average in my State 
is $22 a month, giving a mortgage or delivering an Insurance 
policy would not be so serious, but when an old-age pensione
gives a trust deed or delivers an insurance policy he parts
with a possession for future installments so long as he lives,

YOU Canl say to me that the State does not touch the 
old-age Pensioner's property until he is dead, but the effect 
is just the same as if it were sold at the moment the mort. 
gage was given, or the Possession of the policy was parted 
with. From a practical standpoint a cloud is on the title
to the homestead. indell-ite in amount because the grocer. 
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the doctor, the hospital, the druggist does not know any more 
than you and I how long the old-age pensioner will live, 
and from the moment that the trust deed is delivered and 
the policy surrendered the old-age pensioner's credit. is 
seriously harmed or completely gone. 

No wonder there Is dissatisfaction among the old people 
when they are compelled to part with their dearest posses-
sions in order to receive a sum of money each month that 
will not keep and maintain them. When sickness strikes, 
when ill-health raps at the door, when a severe winter comes, 
when the roof leaks overhead, when clothing and shoes wear 
cut, when teeth need fixing, and eyes fail, it is then that a 
clear title to a little home, possession of a small insurance 
policy would give more mental health to our dear friends on 
the pension rolls, who deserve your consideration and mine, 
than any empty promises in the future, 

Do you want to enact a law that will make it possible for 
o!d-age pensioners to maintain their self-respect and self-
reliance by handling their own property in their last days? 
They deserve a better answer from this Government who 
fathered this alleged humanitarian legislation, than the 
direction to go to the county pension director. 

Somebody has suggested that this would give children an 
opportunity to avoid their obligation to the parents and later 
reap the benefit. That observation Is made without consid-
eration to this amendment, or the amendment that I have 
drafted, because the general creditor of an estate stands 
between the unfaithful son and daughter and his or her 

inheriance.and 
I urge that all of you support the amendment of the gen-

tlEman from Tennessee to give mental hope and a small 
portonbunantlifewhihf te mre tis umaitaian 

law was recommended to be when passed. Remove the cloud 
on the title of the pensioners' pro.-2rties, turn from the doors 
of these old-age pensioners those who would collect trus-
tees' fees, attorneys' fees, court costs, and receivers' fees, 
because this group of people are the least able to pay themn. 
Let the States collect, if they will, as general creditors for 
amounts advanced under this law, 

Let us put the defenseless widow and her claim for widow's 
allowance and year's support and other exemptions ahead of 
the trustee, the receiver, and the foreclosure suit. 

Mr. DOUGHTON. Mr. Chairman. I move that all debate 
on the pending amendment and all amendments to this title 
do now close, 

The question was taken; and on a division (demanded by 
Mr. SCHAFER of Wisconsin) there were-ayes 102, noes 35. 

So the motion was agreed to. 
The CHAIRMAN.. The question is on the amendment 

offered by the gentleman from Tennessee. 
Thbe question was taken; and on a division (demanded by 

Mrt. TAYLOR of Tennessee) there were-ayes 42. noes 91. 
So the amendment was rejected. 
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Mr. MAAS. Mr. Chairman, this amendment provides that 

the Federal Government shall match State funds for old-
aj'e assistance on the basis of two dollars for one, up to a total 
of $30 for the Federal Government contribution. This would 
make possible a payment of $45 a month as the maximum, 
as against the present $30 or the $40 proposed in the comn­
mittee bill. The committee proposal is really useless, because 
$15 is the practical limit that States can afford to contribute. 
Only about seven or eight States are now paying even the 
full $15. The average for both State and Federal contribu­
tions is about $19. In Minnesota, where $15 can be paid, very 
few get the full amount. The average total there is about $20 
per month. 

This is not security for old age, nor will it induce the older 
employed people to retire and make way for younger people 
to get their jobs. 

Yet only seven States and Alaska could take advantage of 
the $20 proposal, because the rest of the States cannot con­
tribute over $15, and therefore the increase could not be 
matched. In reality the committee bill's so-called increase is 
no increase at all, since practically no States can obtain it; 
certainly not until their legislatures meet again and increase 
the various States' limits. 

My amendment will make it possible to increase the old-age 
assistance in every State without any change In State laws 
anywhere. 

The 2-for-i proposal will make possible a practical and 
reasonable old-age payment which would provide security 

would permit older employed people to give up their Jobs. 
ThswudcetacoierbeelfInhenmpyet 
Thisutowoul creater fi h nepomnawonsierabers. 

Incomes are on a national basis today. They are no longer
loa.Teoclomuiesredindfacalynta 
fwcargTe lcntrs Thernitefor theFderalne Govenmeillntsould 
felagcntr.T rfoeheFdalovnm thud 
and must contribute on the basis of 2 to 1. 

it is possible to live upon $45 per month, where It is not 
upon $30. A couple could draw up to $90, where the State 
took full advantage of the maximum. 

We must either have a reasonable old-age assistance sys­
temn or none. 

We have voted large increases for the Army and Navy. 
They are essential for national defense. Congress voted 
hundreds of millions for farm parity. We must also vote 
adequate pensions to the older people. 

This does not mean fantastic schemes, but my proposal is 
a sound, liberal, workable plan. 

I am attaching hereto a list showing payments made in 
each State under the present social-security system and pay­
ments which automatically would be made under my plan: 

.___ 

Average 

M.MA.M.,ofr.aen en.Maxhnumn amount authorized amout 
padM.MA.M.Chairman, I ofraamn et.being 	 atmmresent 

The Clerk read as follows:atpent 

Amendment offered by Mr. MAAs: On page S. line 9. after the 
word "to", strike out "one-half" and Insert "two-thirds for each Alabama. $30 --------------------------- $9.31 

one-third paid by any State. not to exceed S30. to ba paid by the Arizonan.no0 limit.......................- 6.10 

Federal Government"; line 13, after the word "Institution", insert california. $35.........................-- 32.53 

a period and strike out the comma and the words "not count-"; on Colorado. $45..........................-- 19. 99 

line 14. strike out aUl the words; on line 15, strike out the words Connecticut, $7 per week.................-26.66 

"individual for any month as exceeds 840 and" and add "Provided. Delaware, $25.........................-- 10.84 

however, That the total payment to any couple shaUl not exceed Florida. $30...........................13.8I&4 

$75 in any one month." 	 Idaho. $30.-.-----....................-- 21.75 

Illinois, $30 .---- .-------.---- &52.	 1---
The CHAIRMAN. The question is on the amendment Indiana. SW0.-- .......----------- 16.53 


offered by the gentleman from Minnesota. Iowa, $25.............................--- 19.82

Teaedetwsrjce.Kansas. 	 no limit.......................--- 19.62 

Theamedmetrjeced.Kentucky, 	 SI15.-.......................8-.73
ws 

Mr. MAAS. Mr. Chairman, I ask unanimous consent to Louisiana. no limit......................-- 1026 
Maine. $30...........................---- 20.71


extend my own remarks at this point in the RECORD and to Marlnd, 630.........................--- 17.51 

include a table of payments in the various States, Massahusetts, $30......................-- 28.56 


Michigan, SW----0. ------- --- 17.11 
The CHAIRMAN. The gentleman's request for Inclusion Minneovta, $30.................----- 20.32 


of the table referred to will have to be secured in the House. Mi...............------------ ....... 
Without objection, the gentleman's request to extend his ownl Montana. no li it .. ~58 
remarks in the RECORD at this point wil be granted Nebraska. $30 -------------- 17.12

Nevada. $30 -------	 26.46 
There was no objection. 	 New Hampshirem 32.69 

Averagean afce 
aon ttsafeunernd- by $5ineress 

mynd b 
mt 

$14.26 
39.23 
47.53 California. 
44.99 Colorado. 
39.99 
16.26 
20.76 
3263 
27.78
24.80 
29.73
29.43 Kansas.
I3.10 
1139 Loulsiana.
31.019
26.27 
42.84
25.67 
30.48 
10.8$ 
30.87 Montai3. 
25.6839.6 
34.62 
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A Ave___ge 
amuneSatsgffctd 

Maximm8utSatAveraffAeetadamoumnmtaountamuntauouoiztdunder my by '.s increase,being paid amend- committee bill 

-____ 

New Jersey, $30-----------------------... $19.32 M.898 
New Mexico, no limit----------11.15 16.73 New Mexico.
New York, no limit---------------------- 24. 18 36.29 New York.
North Carolina. $30 -------------------- 9.36 14.04 
North Dakota, $30----.:------------------ 17'. 38 26.09 
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had favorable consideration. Evidently those in control of 
this pending legislation do not want any amendments. I 
think that is a mistaken viewpoint.I want to say to the Members of the House that the present 
social-security law is wholly inadequate, and in my opinion 
i: is not working out satisfactorily. I believe that old-age
assistance should be national and uniform in its scope. The
peetatI ete.Tedbt nteforo h
peetati ete.Tedbt nteforo h
House today indicates clearly that in some States proper 

South Carolina, $240 per year--------------.40 11.10
South Dakota. $3o --------------------- 20).04 30. 
Tennessee, $25--------------------------- 13.23 19.85
Texas, $10----------------------------... u1.M 20.76 
Utah. M ------------ .......... 2 5 X6 

Vermont, " .0......................... 14.47 21.71
 

Vigiia................... 9.5.4 14.31

Wesbnton,$30 ----------------------- 22.10 331WetVirginia. $30 ----------------------- 13.79 20. 6d8aeavnae
Wisconsin, si per day-------------------- 20.78 31.17 
WyominR, $30-------------------------... 21.62 32.43 
Alaska, $43 ----------------------------- 27.51 41.26 Alaska. 

8 States less than $10 per month, 8 States pay between $10 and $15. 12 Stte pa
between $15 and $20, 14States pay between $20 and $525.6 States pay between $25 and 
$30,1State payasover $30, whichbis California. Largest average amount of $32.13. 

Mr. HOOK. Mr. Chairman, I offer an amendment which 
I send to the Clerk's desk. 

The Clerk read as follows: 
Amendment offered by Mr. Hoose: On page 3. in line 9. after the 

comma. insert "equal to $15 per month to each Individual who at 
the time of such expenditure is 65 years of age or older and is not 
an Intnate of a public institution, and in addition thereto a" 
amnount.'"rvddb 

The CHAIRMAN. The question is on the amendment of-
fere bythe Miciga Hoxl.favorentemanfro [Mr

feredaymthementleman fromctdMihgn[r oK.upon 

Mr. PITTENGER. Mr. Chairman. I offer an amendment 
whic I endtohe Cerks dsk.agedwhic I endtohe Cerks dsk.assistance. 

The Clerk read as follows: 
Amendment offered by Mr. PtTTENGll: On page 5, line 12, strike 

out the word "sixty-five" and insert In lieu thereof sIxt." 
On line 13. after the word "Institution", strike out the comnma and 

the words "not counting" and Insert In lieu thereof a period and the 
words 'Any married person having title under this section and 
the wife not having title the rate shaUl be Increased 50 percent more 
than that of a single person, with an additional 10 percent of the 
base pension for each minor child not self-supporting." 

On line 14, strike out all the language, and on line 15 strike out 
the following language: "individual for any amount as exceeds 
$4 and." 

The CHAIRMAN. The question is on the amendment
offeed y te Minestagntlmanfro Mr.PrrENG~l. 

offerdabythementleman fromMinetc[r.Ped.GE] 

Mr. PITT'ENGER. Mr. Chairman, I ask unanimous con-
sent to extend my own remarks at this point In the Rxcoaw.

The HAIMAN Isther obecton o th reues ofthe 
gethemCanromMAN.Isotthere objTEciNGttER rqes]fh 
ghentemwasnfom Mbecionneo.[r TNE 
Thre wasTENoGbEction. Chimn h mnmn htI 
Mr.eoffredin Cihairman amendment tat665Mr.ecio thendn 

ought to be adopted because the amendment will strengthen 
the bill and make it more fair to people entitled to old-age 
assistance. The amendment makes people at the age of 60 
years entitled to the benefits of the act. The present law

toattin he aerequresa prso o 65befre ecoing
reqigirlosr prond- to atsitaince hnofi5mbforthe age becoming 
be lgibefreod-aeassac.Itikteaelmtsol 

Then the amendment further provides that a married man. 
whose wife is not entitled to the benefits of the act, shall 
receive 50 percent more than a single person, and in addition 
10 percent of his base pension for every minor child not self-
supporting. It ought to require no argument to convince you 
that a married man should receive more than a single person,
and this amendment would provide for that result, 

Several other worth-while amendments have been offered 
today. I refer, for example, to the amendment by the gen-
tleman from Tennessee [Mr. TAYLOR], which would forbid 
the states from putting liens upon the homesteads of aged

proswho apply for assistance. That amendren shudent should
have been adopted. I~kewise, other amendments should have 

Ohiaoa$30 -------------------- 2 01 34.52 legislation is enacted so that the State set-up makes certain------- $6 19.94Oklhom , --- :::-: 29.91Oregon. $30------------------::: ------ 21.30 32. 9s grants and these, of course, are matched by Federal con-
Pennsylvania, $30---------- ------ ----- 21.19 31.78tibtn.Onheoeradsm SaesfltoetU
Rhode island, $30.---- ----------------- 1878 28.17trbtosOnheteradomSaesfitoetu 

the necessary machinery or to make proper appropriations
fmnys stogtFdrlad 

o oe oa ogtFdrlad
I want to be fair, and I will admit that the present bill

does liberalize the existing law. But it does not go far' 

enough. It leaves too much discretion to the various States.If the States donot tk datg fteFdrllwfteFdrllw
then the aged people who need assistance will have to 
suffer. 

The people who framed the original social-security law 
were well intentioned, but I do not believe that they realized
that this was a national problem, and not one for solution
by the States. I do not think old-age pensions should be 
based on State lines. Neither do I think that the States 
should be made the basis for determining the revenue or the 
disbursements to be made to those entitled to a pension. 

I speak from observation when I say that In my district 
the payments are Inadequate, and that there Is real dis­
tress in spite of the small help that comes from the revenue
poiedbnh reetlw 

hepeetlw 

I hope that the Ways and Means Committee will look with 
upon the amendment that I have proposed, as well as 
other worth-while amendments that have for their pu'­

pose the liberalization of the present bill to the end that the 
people of the United States may be given adequate 

Mr. THILL. Mr. Chairman, I offer an amendment which 
I send to the Clerk's desk, 

The Clerk read as follows: 
Amendment offered by Mr. T~mu. Page 3, line 13, after 'ex­

ceeds", strike out "$40" and Insert '$40." 

The CHAIRMAN. The question Is on the amendment 
offered by the gentleman from Wisconsin [Mr. Tmrai).

The question was taken; and on a division (demanded by'
MrScA'RoWionn)teewe-ys1,os8. 

r CAE fWsosn teewr-ys1,ne 1
 

So the amendment was rejected.

Mr. TRILL~Mr. Chairman, I ask unanimous consent to 

extend my own remarks at this point in the REcoRD. 

The CHAIRMAN. Is there objection to the request ot 
the gentleman from Wisconsin [Mr. Taint.]?

There was no objection.
Mr. TRIULL Mr. Chairman, debates and arguments have 

continued for some time on this section of the bill. My 
amendment simply provides for increasing the total amount 
of old-ag~e assistance benefits from $30 to $60 per month. 

Soesythat thedpionofmamendment willncuus heanbe Idcemtent 
toa theSatesptiontk myaedetheidatgof greate fInancialeai 
t h ttst aeavnaeo h rae iaca i 
to be provided by the Federal Government.

Many needy aged cannot possibly live decently on $30 a 
month. It is altogether proper and fitting that we take care 
of our old people and keep them in some semblance of com.­

fort, providing them with needed food, clothing, and shelter. 
It has been estimated that an increase in old-age assis-.. 

tance grants from $30 to $40 per month will cost between 
$5,000,000 and $10,000,000. Increasing the grants from $30 
to $60 per month will, according to the estimates, cost less 
than $30,000,000. How can anyone Interested in the plight
of our old people have any objection to this amendment? 

Mr'. HOOK. Mr. Chairman, I offer an amendment, which 
I send to the Clerk's desk. 

The Clerk read as follows: 
Amendment offered by Mr. Hooic: On page 2. In line S. after 

the semicolon, strike out all down to and including the semicoloaIn line 12 and insert "(5) Provide such methods of administa.,
tion as are found by the Board to be necessary for the efficiw* 
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operation of the plan: Providted, hsowever, T1hat the selection, 
tenure of office, and compensation of personnel shall be approved 

by te Bord."The 
The CHAIRMAN. The question Is on the amendment 

offered by the gentleman from Michigan [Mr. Hoosci. 
The amendment was rejected. 
Mr. GEYER of California. Mr. Chairman. I offer an 

amendment, which I send to the Clerk's desk. 
The Clerk read as follows: 
Amendment offered by Mr. GETER of California: On page 3, line 

12. strike out the words "sixty-five" and all the remainder of the 
paragraph, down to and Including line 18 on the same page, and In 
lieu thereof Insert the following: `60 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 $60. except that such amount shaUl equal at least $15 for 
each month during such quarter with respect to each such indi­
vidual receiving not less than $22.50 during such month, and (2) 
5 percent of such amount, which shall be used for paying the costs 
of administering the State plan or for old-age assistance, or both,
and for no other purpose." 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from California [Mr. GEYER]. 

The amendment was rejected. 
Mr. GEYER of California. Mr. Chairman, I have but 5 

minutes. These amendments would lower the age of the recip-
lent from 65 to 60. Surely those of 60 who have been thrown 
on the scrap heap are entitled to care as a matter of right, I 
wish I had time to develop this point. 

The plan I propose also allows the Federal Government to 
match the State below $7.50, but, above that, up to $15 contri-
bution by the State, the Federal Government will contribute 
$15. This would allow the poor State, on paying $7.50. to get 
a pension of $22.50. Surely this is not too much. 

This 2mendment also allows the State to contribute, if it 
cares to, $30, which the Federal Government will match, 
allowing the recipient to receive "60 at 60."1 Above that 
amount of $60 per month the State alone must pay the excess,

I amprod tooffr aendent.I a anioustotis ar~I amprod tooffr a aretis aendent.I aniousto 
for our senior Citizens. 

Some will say, "Where are we going to get the money?" To 
this I answer: The same place we get the money for battle-
ships with which to destroy lives we will get the money to save 
precious lives. It will cost about the same amount as one of 
these giant instruments of death. Thbis bill that we are con-

keepsthesidering allows my State but $5 more per month and kep h 
age at-65 without my amendment. Of course, I will vote for 
this pittance, but I hope my amendment will pass, making 
our old-age feature of the Social Security Act really much 
better rather than a mockery, 

Mr. HOBBS. Mr. Chairman, I offer an amendment, which 
I send to the Clerk's desk, 

The Clerk read as follows: 
Amendment offered by Mr. Hoans: Page 3, line 15. after "1(2)",

insert "to each such State in which the total old-age assistance 
paid each recipient for any quarter heretofore did not exceed $30. 
a second or additional amount, which shall be used exclusively as 
old-age assistance, equal to one-half of such total of the sums 
expended during such quarter as old-age assistance under the 
State plan with respect to each needy Individual who at the time 
of such expenditure Is 65 years of age or older and is not an 

lnrnteIstittio;f aanublc(3.11The 
The CHAIRMAN. The question is on the amendment 

offered by the gentleman from Alabama [Mr. HOBSs]. 
The amendment was rejected. 
Mr. HOBBS. Mr. Chairman, I ask unanimous consent to 

extend my own remarks at this point in the RECORD. 
The CHAIRMAN. Is there objection to the request of the 

gentleman from Alabama [Mr. HoBss]?
There was no objection.Trs

Mr. OBB. Mr tis aendent illChirma. if
Mr.Mr OBB. tis aendent illChirma, If 

adopted, be of benefit to eight States only. Those prospec-
tive beneficiaries are North Carolina, Virginia, Kentucky, Ala-
bama, Georgia, Mississippi, South Carolina, and Arkansas. 

The rcason upon which this proposal is based was set forth 
as best I could in the limited time allowed me in the general 
debate last Tuesday. It is, simply, the story of the widow's 
mite. They have each done their best, and, out of their 
meager revenues, have appropriated every cent they could, 
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but still their needy aged eligibles have received as a monthly
pension less than $10. 

President, the Social Security Board, and the Ways
and Means Committee have repeatedly said that the minimum 
pension should be $15 a month. 

Try to live on $15 a month and see if you thinkr that too 
much. 

Yet not one of these States has been able to reach even $10. 
These States have strained themselves and exhausted every 

means at their command. The Social Security Board knows 
that this is true. Is It too much to ask of Uncle Sam, who
craethhoendugdisesnbleshtheel
craethhoendugdisrsnbleshtheep 
to satisfy that hope? His nieces and nephews live in these 
eight States as well as in the richer Commonwealths. 

Two dollars of Federal money for every one of the first 
$5 paid by any one of these eight States will assure a pension
of $15 a month, approximately. 

Thbis House has said by its vote on other amendments today
that we should not do much more. Should we do nothing? 

May I not plead with you to rise at least to this level of 
unselfishness and give the aged poor in these eight States 
these crumbs which should be allowed to fall from the 
Nation's table? 

[Here the gavel fefll. 
Mr. FISH. Mr. Chairman, I offer an amendment which I 

send to the Clerk's desk. 
The Clerk read as follows: 
Amendment offered by Mr. FIsH: On page 3, strike out lines 3 

to 18 and Insert in lieu thereof the following: 
"PAYMENT TO STATE 

"Sc 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 thequarter commencing January 1. 1940, (1) an amount, which shall
be used exclusively as old-age assistance, equal to the SUM of the 
following proportions of the amounts expended during such quarter 
as old-age assistance under the State plan with respect to each
needy Individual who at the time of such expenditure Is 65 years
of age or older and is not an inmate of a public institution: 

"(A) Five-eights of such expenditures, not counting so much 
thereof with respect. to any Individual for any month as exceeds 
$15, plus"(B) One-half of the amount by which such expenditures exceed 
the amount which may be counted under paragraph (A). not 
counting so much thereof with respect to any individual for any 
month as exceeds $40, plus

2o Five percent of the amount of the payment under clause (1)
fthis subsection, which shall be used for paying the costs of 

administering the State plan or for old-age assistance, or both, and 
for no other purpose." 

On page 4. line 6, strike out "one-half" and Insert In lieu 
thereof "the State's proportionate sbsre." 

The CHAIRMAN. The question Is on the amendment 
offered by the gentleman from New York [Mr. FIsHni. 

The question was taken; and on a division (demanded by 
Mr. FISH) there were-ayes 21, noes 87. 

So the amendment was rejected.
Mr. SCHAFER of Wisconsin. Mr. Chairmani, I offer an 

amendment. 

The Clerk read as follows:
 
Amendment offered by Mr. ScssApxa of Wisconsin: Page 3, line
 

15, strike out "#40" and Insert "$75.'
 

CHAIRMAN. The question is on the amendment 
offered by the gentleman from Wisconsin, 

The question was taken; and on a division (demanded by 
Mr. THILL) there were-ayes 10, noes 117. 

So the amendment was rejected. 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows: 

- mmNTTTrtIroTaSciLSurrAc 
~ c.201. Effective January 1, 1940. title II of such act Is
amended to read as foflows: 
.. m IIREA OL-~ N Suvro IxsuRSISCU Bmwxrrs 

"MEA OLD-AGE Aw srvvi rNsunAnCZ TRusT FUND 

"SEC. 201. (a) There is hereby created on the books of the 
T.reasu'ry of the United States a trust fund to be known as the 
'Federai Old-Age and Survivor Insurance Trust Fund' (herelinfter 
in this title called the 'trust fund'). The trust fund shall con­
sist of the securities held by the Secretary of the Treasury forthe Old-Age Reserve Account and the amount standing to the 
credit of the Old-Age Reserve Account on the books of the Treasury 
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on January i, 1940. which securities and amount the Secretary of 
the Treasury is authorized and directed to transfer to the trust 
fund, and, in addition, such amounts as may be appropriated to 
the trust fund as hereinafter provided. There Is hereby appro-
priated to the trust fund for the fiscal year ending June 30, 1941,
and for each fiscal year thereafter, out of any moneys In the 
Treasury not otherwise appropriated, amounts equivalent to 100 
percent of the taxes (including Interest, penalties, and additions 
to the taxes) received under the Federal Insurance Contributions 
Act and covered Into the Treasury.

"(b) There is hereby created a body to be known as the Board 
of Trustees of the yederal Old-Age and Survivor Insurance Trust 
Fund (hereinafter In this title called the 'Board of Trustees')
which Board of Trustees shall be composed of the Secretary of 
the Treasury, the Secretary of Labor, and the Chairman of the 
Social Security Bosad, all ex cfflcio. The Se'Tetary of the Treasury
shall be the Managing Trustee of the Board of Trustees (here-
1nafter in this title called the 'Managing Trustee'). It shall be 
the duty of the Board of Trustees to--


"(1) Ioid the trust fund;

"(2) Report to the Congress on the first day of each regular

Ze~sson of the Congress on the operation and status of the trust 
fund during the preceding fiscal year and on its expected opera-
tion and status during the next ensuing 5 fiuscal years;

"(3) Report immediately to the Congress whenever the Board 
Of Trustees is of the opinion that during the ensuing 5 fiscal 
years the trust fund will exceed three times' the highest annual 
expenditures anticipated during that 5-fiscal-year period, and 
whenever the Board of Trustees is of the opinion that the amount 
of the trust fund is unduly small." 

The report provided for in paragraph (2) above shall Include a 
statement of the assets of. and the disbursements made from, the 
trust fund during the preceding fiscal year, an estimate of the 
expccted future income to, and disbursements to be made from,
the trust fund during each of the next ensuing 5 fiscal years,
and a statement of the actuarial status of the trust fund,

"(c) It shall be the duty of the Managing Trustee to Invest 
such portion of the trust fund as is not, in his judgment. re-
quired to meet current withdrawals. Such investments may be 
made Only in interest-bearing obligations of the United States or 
in obligations guaranteed as to both principal and interest by t*he 
United States. For such purpose such obligations may be ac-
quired (1) on original issue at par, or (2) by purchase of out-
standing obligations at the market price. 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 
trust fund. Such special obligations shall bear Interest at a rate 
equal to the average rate of interest, computed as to 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 a part of the public debt; except that where such 
average rate Is not a multiple of one-eighth of 1 percent, the 
rate of Interest of such special obligations shall be the multiple
of one-eighth of 1 percent next lower than such average rate,
Such special obligations shall be issued only if the Manag-
Ing Trustee determines that the purchase of other Interest-bearing
obligations of the United States, or of obligations guaranteed as 
to both principal and Interest by the United States on original
Issue or at the market price, Is not In the public interest. 

"(d) Any obligations acquired by the trust fund (except special
obligations issued exclusively to the trust fund) may be sold by
the Managing Trustee at the market price, and such special obli-
gations may be redeemed at, par plus accrued Interest, 

"(e) The Interest on, and the proceeds from the sale or redemp-
tion of, any obligations held In the trust fund shall be credited 
to and form a part of the trust fund,

"1(f) The Managing Trustee Is directed to pay each month from 
the trust fund Into the Treasury, the amount estimated by him 
and the Chairman of the Social Security Board which will be 

expended during the month by the Social Security Board and 

the Treasury Department for the administration of title II and 

title VIII of this act, and the Flederal Insurance Contributions 

Act, Such payments shall be covered into the Treasury as mis-

cellaneous receipts. If it subsequently appears that the estimates 

in any particular montih were too high or too low, appropriate

adjustments shall be Mat.#, by the Managing Trustee in futurz,

monthly payments.


"(g) All amounts credited to the trust fund shall be available 

for makting payments required under this title, 


"OLD-AGE AND SURVIVOR INSURAaNCE BENZ=' PAMET 

"Primaryinsurance beneft. 

"Sac. 202. (a) Every individual, 'who (1) is a fully Insured indi-
vidual (as defined In section 209 (g)) after December 31, 1939. (2)
has attained the age of 65. and (3) has filed application for pri-
mary insurance benefits, shall be entitled to receive a primary in-
surance benefit (as defined In section 209 (a)) for each month, 
beginning with the month in which such Individual becomes so 
entitled to such Insurance benefits and ending with the month 
preceding the month In 'which he dies. 

-wif, inuranebeeftU(D)
Wi~e' ftssgratsebenfitsand 

`(b) (1) Every wife (as defined In section 209 (i)) of an Indi-
vidual entitled to Pimsry insurance benefits, if such wife (A) has
attained the age of 65, (B) has filed application for wile's insur-
aince benefits. (C) was living with such Individual at the time such 
applcatIon was filed, and (D) Jo not entitled to receive priinsq 
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insurance benefits, or is entitled to receive primary, Insurance bene­
fits each of which Is less than one-half of a primary Insurance 
benefit of her husband, shall be entitled to receive a 'wife's Insur­
ance benefit for each month, beginning with the month In which 
she becomes so entitled to such Insurance benefits, and ending
with the month immediately preceding the first month In which 
any of the following occurs: she dies, her husband dies, they are 
divorced a vinculo matrimonl, or she becomes entitled to receive 
a primary Insurance benefit eq'ial to or exceecting one-half of a 
primary insurance benefit, of her husband. 

"(2) Such wife's insurance benefit for each month shall be equal 
to one-half of a primary insurance benefit of her husband, except
that, if she is entitled to receive a primary Insurance benefit for 
any month, such wife's insurance benefit for such month shall be 
reduced by an amount equal to a primary Insurance benefit of 
such wile. 

'Ch7sd's insurance benefits 
"(c) (1) Every child (as defined in section 209 (k)) of an mndt­

vidual entitled to primary insurance benefits, or of an' individual 
who died a fully or currently insured Individual (as defined in 
section 209 (g) and (h)) after December 31, 1939, if such child 
(A) has filied application for child's Insurance benefits. (B) at the 
time such application was filed was unmnarried and had not at­
tained the age of 18, and (C) was dependent upon such individual 
at the time such application was filed, or, If such individual has 
died, was dependent upon such Individual at the time cf such 
Individual's death, shall be entitled to receive a child's insurance 
benefit for each month, beginning with the mcnth in which such 
child becomes so entitled to such Insurance benefits, and ending
with the month immediately preceding the first month in which 
any of the following occurs: such child dies, marries, is adopted. 
or attains the age of 18. 

"(2) Such child's insurance benefit for each month shall be equal
to one-half of a primary insurance benefit of the individual with 
respect to whose wages the child is entitled to receive such benefit. 
except that, when there is more than one such Individual such 
benefit shall be equal to one-half of whichever primary insurance 
benefit Is greatest.

"(3) A child shall be deemed dependent upon a father or adopt-
Ing father, or to have been dependent upon such Individual at the 
time of the death of such individual, unless, at the time of such 
death, or, If such Individual was living, at the time such child's 
application for child's insurance benefits was filed, such Individual 
was not living with or contributing to the support of such child 
and­

"(A) such child Is neither the legitimate nor adopted child of 
such Individual, or 

"(B) such child had been adopted by some Other Individual, 'or 
"(C) such child, at the time Of such Individual's death,: was 

living with and Supported by such child's stepfather,
"(4) A child shall be deemed dependent upon a mother, adopt.

ing mother, or stepparent, or to have been dependent upon such 
Individual at the time of the death of such individual, only If, 
at the time of such death, or, if such Individual was living, at 
the time such child's application for child's Insurance benefits was 
filed, no parent other than such individual was contributing to the 
Support of such child and such child was not living 'with Its 
father or adopting father, 

'Widmes inuac bnft 

"(d) (1) Every widow (as defined In section 209 (3)) of an
 
individual who died a fully insured individual after December 81,.

1939. If such widow (A) has not remarried, (B) has attained the
 
age of 655,(C) has filied application for widow's insurance benefits.
 
(D) was living with such Individual ait the time of his death
 
and (E) Is not entitled to receive primary insurance benefits, or
 
Is entitled to receive primary insurance benefits each of which
 
Is less than three-fourths of a primary insuance benefit of hAr
 
husband. shall be entitled to receive a widow's Insurance benefit
 
for each month, beginning with the month in which she becomes
 
so entitled to such Insurance benefits and ending with the month
 
immediately preceding the first month in which ainy of the fol­
lowing occurs: she remarries, dies, or becomes entitled to receive
 
a primary insurance benefit equal to or exceeding three-fourths
 
of a primary insurance benefit of her husband.
 

"(2) Such widow's insurance benefit for each month shall be
 
equal to three-fourths of a primary Insurance benefit of her
 
deceased husband, except that, If she is entitled to receive a 
primary Insurance benefit for anj month, such widlow's insurance 
benefit for such month shall be reduced by an amount equal to a 
primary Insurance benefit of such widow. 

'Widow's Current inssuransce benefits 
"(e) (1) Every, widow (as defined int section 209 (3)) of an 

Individual who died a fully or currently Insured individual after 
December 31, 1939, if such widow (A) has not remarried, (B)
Is not entitled to receive a widow's inssance benefil, and is not 
entitled to receive primary insurance benefits, or is entitled to 
receive primary insurance benefits each of which is less thath 
three-fourths of a primary Insurance benefit of her husband. 
(C) was living with such Individual at the time of his death

has filed application for widow's current Insurance benefits.(E) at the time of Miing such application has in her caren 
child of such deceased Individual entitled to receive a childs 
insurance benefit, shall be entitled to receive a widow's current
Insurance benefit for each month, beginning with the month JIn 
which she becomes so entitled to such current insurance benefits 
and ending 'with the month Immediately preceding the JIrs month 
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In which any of the following occurs: no child of such deceased 
Individual Is entitled to receive a child's insurance benefit, she 
becomes entitled to receive a primary Insurance benefit equal to 
or exceeding three-fourths of a primary Insurance benefit of her 
deceased husband, she becomes entitled to receive a widow's insur-
ance benefit. she remarries, she dies. 

"1(2) Such widow's current insurance benefit for each month 
shall be equal to three-fourths of a primary insurance benefit of 
her deceased husband, except that, .. ' she Is entitled to receive 
a primary Insurance benefit for any mitnth, such widow's current 
Insurance benefit for such month shall be reduced by an amount 
equal to a primary Insurance benefit of such widow. 

"Parent'sinsurancebenefit 
"1(f) (i) Every parent (as defined In this subsection) of an mndi-

vidual who died a fully insured Individual after December 31. 1939,
leaving no widow and no unmarried surviving child under the age
of 18. If such parent (A) has attained the age of 55. (B) was wholly
dependent upon and supported by such individual at the time of 
such Individual's death and filed proof of such dependency and 
support within 2 years of such date of death, (C) has not married 
since s'lch Individual's death, (D) Is not entitled to receive any
other insurance benefits under this section, or is entitled to receive 
one or more of such benefits for a month, but the total for such 
month is less than one-half of a primary insurance benefit of such 
deceased Individual, and (E) has filed application for parent's in-
surance benefits, shall be entitled to receive a parent's Insurance 
benefit for each month, beginning with the month in which such 
parent becomes so entitled to such parent's Insurance benefits and 
ending with the month Immediately preceding the first month In 
which any of the following occurs: Such parent dies, marries, or 
becomes entitled to receive for any month an insurance benefit 
or benefits (other than a benefit under this subsection) In a totalamout eual o o o aexeedig oe-hlf rimry Isurnce
amoneft eq ual idinguatoeorexee oehlofapirynsace 

"(2) Such parent's Insurance benefit for each month shall be 
equal to one-half of a primary insurance benefit of such deceased 
Individual, except that, if such parent is entitled to receive an in-
surance benefit or benefits for any month (other than a benefit 
under this subsection), such parent's insurance benefit fo uh 

monh sal beredce mont qua t toalof suchbyan th 
monthebenetlobenrefitsd for amounth thereoisumorsuc Wqathen

othro bneft sch onh. wae moebeefis fr theei 
to receive a parent's Insurance benefit for a month, such 

benefit shall be equal to one-half of whichever primary insurance 
benefit is greatest.

"1(3) As used In this subsection, the term 'parent' mens he 
ofanfthe stppaentof 

by a marriage contracted before such individual attained the age 
moter r ndiidul, enandividua 

of 16, or an adopting parent by whom an individual was adopted
before he attained the age of 16. 

"Lump-sum death payments 
"1(g) Upon the death, alter December 31, 1939, of an individual 

who died a fully or currently insured individual leaving no surviv-
Ing widow, child, or parent who would, on filing appication in the 
month in which such Individual died, be entitled to a benefit for 
such month under subsection (b), (c). (d), (e), or (f) of this 
section, an amount equal to six times a primary insurance benefit 
of such individual shall be paid In a lump-sum to the following 
person (or if more than one, shall be distributed among them)
whose relationship to the deceased Is determined by the Board, and 
who Is living on the date of such determination: To the widow 0r 
widower of the deceased; or, if no such widow or widower be then 
living, to any child or children of the deceased and to any other 
person or persons who are, under the intestacy law of the State 
where the deceased was domiciled, entitled to share as distributees 
with such children of the deceased, in such proportions as Is pro
vided by such law: or if no widow or widower and no such child 
and no such other person be then living, to the parent or parents
of the deceased and to any other person or persons who are entitled 
under such law to share as distributees with the parents of the 
deceased, in such proportions as Is provided by such law. A per-
son who is entitled to share as distributee with an above-named 
relative of the deceased shall not be precluded from receiving a 
payment unader this subsection by reason of the fact that no such 
named relative survived the deceased or of the fact that no such 
named relative of the deceased was living on the date of such 
determination. If none of the persons described in this subsection 
be living on the date of such determination, such amount shall be 
paid to any person or persons, equitably entitled thereto, to the 
extent and In the proportions that he or they shall have paid the 
expenses of burial of the deceased. No payment shall be made to 
any person under this subsection, unless application therefor shall 
have been filed, by or on behalf of any such person (whether or not 
legaliy competent), prior to the expiration of 2 years after the dat 
of death of such Individual, 

"API'LWION20 
"(h) An Individual who would have been entitled to a benefit 

under subsections (b). (c), (d). (e), or (f) for any month had he 
filed application therefor prior to the end of such month, shall be 
entitled to such benefit for such month if he files application there-
for prior to the end of the third month immediately succeeding
suclh Month, 

"REDCTIO AMNCRFings"EOTO D cXAMB OF WlSU5.ASSORENsrTSh 
"San. 203. (a) Whenever the benefit or total of benefits under 

section 202, Payable for a month with respect to an individual's 
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wages, exceeds (1) *85. or (2) an amount equal to twice a primary
Insurance benefit of such Individual, or (3) an mamunt equal to 80 
percent of his average monthly wage (as defined In section 209 
(f)), wh'chever of -such three amounts is least, such benefit or total 
of benefits shall, prior to any deductions under subsections (d),
(e). or (h), be reduced to such least amount. 

"(b) Whenever the benefit or total of benefits under section 202 
(or as reduced under subsection (a)), payable for a month with 
respect to an Individual's wages, Is less than *10. such benefit or 
total of benefits shall, prior to any deductions under subsections 
(d), (e). or (h). be increased to $10. 

`(c) Whenever a decrease or Increase of the total of benefits for 
a month Is made under subsection (a) or (b) of this section, each
benefit shall be proportionately decreased or increased, as the case may be. 

'"(d) Deductions shall be made from any payment under this 
title to which an Individual Is entitled, until the total of such 
dedcin qassc niiulsbnfto eeisfray

edunthIons whuacs such individual'sbn:io enft o n 
"(I) rendered services for wages of not less than *15: or 
"(2) If a child under 18 and over 16 years of age, failed to attend 

school regularly and the Board finds that attendance was feasible; 
o 
or )I io nildt idwscretIsrnebnft 
did not have in her care a child of her deceased husband entitled 
to receive a child's Insurance benefit. 

-(e) Deductions shall be made from any wife's or child's Insur­
ance benefit to which a wife or child is entitled, until the total of 
such deductions equals such wife's or child's insurance benefit or 
benefits for any month In which the Individual, with respect to 
w 
whose wages such benefit was payable, rendered services for wages
of not less than *15."(f) If more than one event occurs In any 1 month which would
occasion deducttons equal to a benefit for such month, only an 
aount equal to such benefit shall be deducted. 

"(g) Any Individual whose benefits are subject to deduction 
under subsection (d) or (e), because of the occurrence of an event 
enumerated therein, shall report such occurrence to the Board 
prior to the receipt and acceptance of an insurance benefit for the
second month following the month In which such event occurred. 
Any such individual having knowledge thereof, who fails to report 
any such occurrence, shall suffer an additional deduction equal tothan one such Individual with respect to whose wges te parenthtipsduerubcio()ore)

is entitled "thatDmoeduction shallealsonbemde fro an piar srac 
benefi Deduwhichons individals is maentteofrom anypiayohrInsur-nc 
bnftt hc nidvda setteo rmayohrIsr 
ance benefit payable with respect to such Individual's wages, until 
such deductions total the amount of any lump sum paid to such 
pindividual udaerosenctionn20 of the Social Security Act amndfrc 
prior tofth1a9o3 eatetofteScalScrtAtaed 
mneo 98 

'OVEP.PATMSSS'S AMT VSSDUPATIWI'r 
"Szm. 204. (a) Whenever an error has been made with respect to 

pyet oa niiuludrti il icuigpyet
made prior to January 1. 1940), proper adjustment shall be made, 
Under regulations prescribed by the Board, by increasing or decreas-
Ing subsequent payments to which such individual is entitled. If 
such individual dies before such adjustment has been completed.
adjustment shall be made by increasing or decreasing subsequent
benefits payable with respect to the wages which were the basis of 
bnefits of such deceased individuaL. 

"(b) There shall be no adjustment or recovery by the United 
States In any case where incorrect payment has been made to an 
individual who Is without fault (including payments made prior to 
January 1, 1940). and where adjustment or recovery would defeat 
the purpose of this title or would be against equity and good
conscience. 

"(c) No certifying or disbursing offcer' shall be held liable for 
any amount certified or paid by him to any person where the ad­
justment or recovery of such amount Is waived under subsection 
(b). or where adjustment under subsection (a) Is not completed
prior to the death of all persons against whose benefits deductions 
are authorized. 

"EVn)ENcx PRzOCEDUM AMSCERTWMcATION F01 PATMMlI 
"Smc. 205. (a) The Board shall have full power and authority to 

make rules and regulations and to establish procedures, not incon­
sistent with the provisions of this title, which are necessary or ap­
propriate to carry out such provisions, and shall adopt reasonable 
and proper rules and regulations to regulate and provide for the 
nature and extent of the proofs and evidence and the method of 
taking and furnishing the same In order to establish the right to 
benefits hereunder. 

"(b The Board Is directed to make findings of fact, and de­
cisions as to the rights of any Individual applying for a payment
under this title. Whenever requested by any such Individual or 
whenever requested by a wife, widow, child, or parent who makes 
a showing in writing that his or her rights may be prejudiced by 
any decision the Board has rendered, It shall give such applicant
and such other individual reasonable notice and opportunity for 
a hearing with respect to such decison, and, if a hearing Is held, 
shall, on the basis of evidence adduced at the hearing, afifrm,
mordify, or reverse its findings of fact and such decision. The 
Board Is further authorized, on its own motion, to hold such hear-

and to conduct such investigations and other proceedings as Itmay deem necessary or proper for the administration of this title. 
In the course of any hearing, Investigation, or other proceeding, It 
may administer oaths and aflrmations, examine witnessMesand re­
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ceive evidence. Evidence may be received at any hearing before 
the Board even though inadlmisible under rules of evidence ap-
plicable to court procedure. 

' (c) (1) On the basis of information obtained by or submitted to 
the Board. and after such verification thereof as It deems neces-
sary. the Board shall establish and maintain records of the amounts 
of wages paid to each Individual and of the periods in which such 
wages were paid and, upon request, shall inform any individual, or 
after his death shall inform the wife, child, or parent of such in- 
dividual, of the amounts of wages of such Individual and the 
periods of payments shown by such records at the time of such 
request. Such records shall be evidence, for the purpose of pro-
ceedings before the Board or any court, of the amounts of such 
wages and the periods in which they were paid, and the absence of 
an entry as to an individual's wag-es in such records for any period
shall be evidence that no wages were paid such individual in such 
period,

.(2) After the expiration of the fourth calendar year following 
any year iii which wages were paid or are alleged to have been paid 
an individual, the records of the Board as to the wages of sucni in-
dividlual for such year and the periods of payment shall be con-
clusive for the purposes of this title, except as hereafter provided-

"(3) If. prior to the expiration of such fourth year, it is 
brought to the attention of the Board that any entry of such wages
In such records is erroneous, or that any Item of such wages has 
been omitted from the records, the Board may correct such entry 
or include such omitted Item in its records, as the case may be. 
Written notice of any revision of any such entry, which Is adverse 
to t he Interests of any Individual, shall be given to such individual,
in any case where such individual has previously been notified by
the Board of the amount of wages and of the period of pay-
ments shown by such entry. Upon request in writing made prior
to the expiration of such fourth year. or within 60 days there-
after, the Board shall afford any individual, or after his death 
shall afford the wife, child, or parent of such Individual, reasonable 
notice and opportunity for hearing with respect to any entry or 
alleged omission of wages of such individual In such records, or 
any revision of any such entry. If a hearing is held, the Board 
shall make findings of fact and a decision based upon the evidence 
adduced at such hearing and shall revise Its records as may be 
required by such findings and decision, 

"(4) After the expiration of such fourth year, the Board masy
revise any entry or include in Its records any omitted Item of 
wages to conform its records with tax returns or portions of tax 
returns (including information returns and other written state-
ments) filed with the Commissioner of Internal Revenue under 
title VMI of the Social Security Act or the Federal Insurance Con-
tributions Act or under regulations made under authority thereof,
Notice shall be given oif such revision under such conditions and 
to such Individuals as is provided for revisions under paragraph
(3) of this subsection, Upon request, notice and opportunity for 
hearing with ;rpect to any such entry, omnission, or revision, shal 
be afforded under such conditions and to such Individuals as Is 
provided in paragraph (3) hereof, but no evidence shall be intro-
duced at any such hearing except with respect to conformity of 
such records with such tax returns and such other data submit-
ted under such title VMI or the Federal Insurance Contributions 
Act or under such regulations.

"(5) Decisions of the Board under this subsection shall be re-
viewable by commencing a civil action In the district court of the 
United States as provided in subsection (g) hereof, 

"(d) For the purpose of any hearing, Investigation, or other 
proceeding authorized or directed under this title, or relative to 
any other matter within its jurisdiction hereunder, the Board 
shall have power to issue subpenas requiring the attendance and 
testimon~y of witnesses and the production of any evidence that 
relates to any matter under Investigation or In question before 
the Board. Such attendance of witnesses and production of 
evidence at she designated place of such hearing, Investigation, or 
other proceeding may be required from any place in the United 
States or in any Territory or possession thereof. Subpenas of the 
Board shall be served by anyone authorized by it (1) by delivering 
a copy thereof to the individual named therein, or (2) by registered
mail addressed to such individual fut his last dwelling place or 
principal place of business. A verified return by the Individual 
so serving the subpena setting forth 1he manner of service, or, in 
the case of service by registered mail, the return post-office re-
ceipt therefor signed by the individual so served, shall be proof of 
service. Witnesses so subpenaed shall be paid the same fees and 
mileage as are paid witnesses in the district courts of the United 
States. 

"(e) in the case of contumacy by, or refusal to obey a subpena
duly served upon. any Person, any Distrlct court of the United 
States for the judicial district in whIch said person charged with 
contumacy or refusal to obey is found or resides or transacts busi-
ness, upon application by the Board, shall have jurisdiction to iiisue 
an order requiring such person to appear and give testimony, or to 
appear and produce evidence, or both; any failure to obey such 
order of the court may be punished by said court as contempt
thereof. 

"1(f) No person so subpenaed or ordered shall be excused from 
attending and testifying or from producing books, records. corre-
spondence, documents, or other evidence on the ground that the 
testimony or evidence required of him may tend to incriminate him 
or subject him to a penalty or forfeiture; but no person shall be 
prosecuted or subjected to any penalty or forfeiture for, or on 
account of, any transection, matter, or thing concerning which he 
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is compelled, after having claimed his privilege against self-incrimll­
nation, to testify or produce evidence, except that such Person se 
testifying shall not be exempt from proaecution and punishment
for perjury committed In so testifying.

`(g) Any individual, after any final decision of the Board madfl 
after a bearing to which be was a party, irrespective of the amount 
In controversy. may obtain a review of such decision by a civil 
action commenced within 60 days after the mailing to him of notice 
of such decision or within such further time as the Board May
allow. Such action shall be brought in the district court of the 
United States for the judicial district in which the plaintiff resides, 
or has his principal place of business, or, if he does not reside CC 
have his principal place of business within any such judicial dis­
trict, in the District Court of the United States for the District Of 
Columbia, As part of its answer the Board shall file a certified 
copy of the transcript of the record. Including the evidence upon
which the findings and decision complained of are based. The 
court shall have power to enter, upon the pleadings and transcript
of the record, a judgment affirming, modifying, or reversing the 
decision of the Beard, with or without remanding the cause for a 
rehearing. The findings of the Board as to any fact, If supported
by substantial evidence, shall be conclusive, and where a claim hag
been denied by the Board or a decision is rendered under sub­
section (b) hereof which is adverse to an individual who was a 
party to the hearing before the Board, because of failure of the 
claimant or such Individual to submit proof In conformity with any
regulation prescribed under subsection (a) hereof, the court shall 
review only the question of conformity with such regulations and 
the validity of such regulations. The court Ahsil. on motion of 
the Board made before it files Its answer, remand the cas to the 
Board for further action by the Board, and may, at any time, on 
good cause shown, order additional evidence to be taken before the 
Board, and the Board shall. after the case Is remanded, and after-
hearing such additional evidence, if so ordered, mcdlify or aftirm its 
findings of fact or its decisicn, or both, and shall file with the 
court any such additional and modified findings of fact and de­
cis'cn. and a transcript of the additional record and testimony 
upon which Its action in modifying or affirming was based. Such 
additional or modified findings of fact and decision shall be review­
able only to the extent provided for review of the original findlings
of fact and decision. The judgment of the court shall he final 
except that It shall be subject to review In the same manner as a 
judgment In other civil actions. 

*'(h) The findings and decision of the Board after a hearing shall 
be binding upon all individuals who were parties to such hearing.
No findings of. fact or decision of the Board shall be reviewed by any 
person, tribunal, or governmental agency except as herein pro­
vided. No action against the United States, the Board, or any
officer or employee thereof shall be brought under section 24 of the 
Judicial Code of the United States to recover on any claim arising
under this title. 

' (i) Upon final decision of the Board, or upon final judgment of 
any court of competent jurisdiction, that any person Is entitled to 
any payment or payments under this title, the Board shall certify to 
the Managing Trustee the name and address of the person so 
entitled to receive such payment or payments, the amount of such 
payment or payments, and the time at which such payment or pay­
ments should be made, and the Managing Trustee, through the 
Division of Disbursement of the Treasury Department, and prior
to any action thereon by the General Accounting Office, shall make 
payment in accordance with the certification of the Board: Pro­
vided, That where a review of the Board's decision Is or may be 
sought under subsection (g) the Board may withhold certification 
of payment pending such review, The Managing Trustee shall not 
be held personally liable for any payment or payments made in 
accordance with-a certification by the Board-

N(J) When it appears to the Board that the interest of an 
applicant entitled to a payment would be served thereby. certiftca­
tion of payment may be made, regardless of the legal competency
or Incompetency of the individual entitled thereto, either for direct 
payment to such applicant, or for his use and benefit to a relative or 
some other person.

`(k) Any payment made after December 31, 1939, under condi­
tions set forth In subsection (j), any payment made before January
1, 1940, to, or on behalf of, a legally incompetent Individual, and 
any payment made after December 31. 1q39, to a legally Incom­
petent individual without knowledge by the Board of Incompetency
prior to certification of payment. If otherwise valid under this title,
shall be a complete settlement and satisfaction of any claim,. right. 
or interest In and to such payment.

"(1) The Board is authorized to delegate to any member, officer, 
or employee of the Board designated by It any of the powers con­
ferred upon it by this section. and Is authorized to be represented
by Its own attorneys in any court In any case or proceeding azislng
under the provisions of subsection (e).

`(in) No application for any benefit under this title filed prior to 
3 months before the first month for which the applicant becomes 
entitled to receive such benefit shall be accepted as an application
for the purposes of this title. 

"(n) The Board may. In Its discretion, certify to the Mngn
Trustee any two or more individuals of the same familyfo joint
payment of the total benefits payable to such Individuals. 

`RsErs~sENrATioN or cLAn&ANI's BE-oax 5H BAR 
"SEc. 206. The Board may prescribc- rules and regulations gav­

erning the recognition of agents or other persons, other than attor­
neys as hereinafter provided, representing claimants before the. 
Board. and masy require of such agents or other persozu% befoM 
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being recognized as representatives of claimants that they shall 
show that they are of good character and In good repute. possessed
of the nccessary qualifications to enable them to render such claim-
ants valuable service, and otherwise competent to advise and assist 
such claimants in the presentation of their cases. An attorney In 
good standing who is admitted to practice before the highest court 
of the 	State, Territory, District, or Insular possession of his resi-
dence 	or before the Supreme Court of the United States or the 
Inferior Federal courts, shall be entitled to represent claimants be-
fore the Board upon filing with the Board a certificate of his right
to so practice from the presiding judge or clerk of any such court. 
The Board may. after due notice and opportunity for hearing.
suspend or prohibit from further practice before it any such person,
agent, 	or attorney who refuses to comply with the Board's rules 
and regulations or who violates any provision of this section for 
which a penalty is prescribed. The Board may. by rule and regula-
tion, prescribe the maximum fees which may be charged for serv-
Ices performed In connection with any claim before the Board under 
this title, and any agreement In violation of such rules and regu-
lations shall be void. Any person who shall, with Intent to de-
fraud, 	in any manner willfully and knowingly deceive, mislead. or 
threaten any claimant or prospective claimant or beneficiary under 
this title by word, circular, letter, or advertisement, or who shall 
knowingly charge or collect directly or Indirectly any fee in excess 
of the maximum fee, or make any agreement directly or Indirectly
to charge or collect any fee In excess of the maximum fee pre-
scribed by the Board, shall be deemed guilty of a misdemeanor and, 
upon 	conviction thereof, shall for each o~ffense be punished by a 
fine not exceeding $500 or by imprisonment not exceeding 1 year, or 
both. 

'Asswaum~rployee
"Smc. 207. The right of any person to any future payment undereut,this title shall not be transferable or assignable, at law or In eut,

and none of the moneys paid or payable or rights existing under
this title shall be subject to execution, levy, attachment, garnish-
ment. 	or other legal process, or to the operation of any bankruptcy 


or.nsovenyTlwpremiums 

"PE54ALTI~and 

'"SEc. 208. Whoever, for the purpose of causing anl Increase in any

payment authorized to be made under this title, or for the pur1pose

of causing any payment to be made where no payment is authorized 

under this title, shall make or cause to be made any false statement 

or representation (including anV false statement or representation 

In connection with any matter arising under the Federal Insurance 

Contributions Act) as to the amount of any wages paid or received 

or the period during which earned or paid, or whoever makes or 

causes to be made any false statement of a material fact In "ny

application for any payment under this title, or whoever makes 
or causes to be made any false statement, representation, affidavit, 
or document In connection with such an application, shall be guilty
of a misdemeanor and upon conviction thereof shall be fined not 
more than $1,000 or Imprisoned for not more than 1 year, or both. 

11i)ErqmoN9beneficiary
11S~. 	 29.histite--dent,henusedIn 

"(a) The term 'wages' means all remuneration for employment,

Including the cash value of all remuneration paid In any medium
xcet tht cah; 

"(1) 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 

othe thn sch trm hal notincudeof 

Indiidul b ith o duingeploer suh espct eplomenindividalenbryesuch emlyrwt epc t mlyetdrn 
"(2) The amount of any payment made to, or on behalf of, an 


employee under a plan or system established by an employer which
make prvison orhs eploeesgenrall orfora cassformaksfo poviiohi eploeesgeeraly r or clssor classes
of his employees (including any amount paid by an employer for
Insurance, or Into a fund, to provide for any such payment), on 
account of (A) retirement, or (B) sickness or accident disability, 
or (C) medical and hospitalization expenses in connection with 
sickness or accident disability;,

"(3) The payment by an employer (without deduction frmte
remneatinte mplye) f heaximpsefuon anef A)

remploeerndraetion 1400mloe)A ImposdeuoroffheIthernalxeeu (B) 
of any payment required from an employee under a State unemploy-
ment 	compensation law;

(4Dismisslpayments which the employer is not legally re-"(4)d t msake orInstruentality 
"(5) Any remuneration paid to an individual prior to January

1. 	1937, 
"(b) The term 'employment' means any service performed alter 

December 31, 1936, and prior to January 1. 1940, which was em-
ployment as defined in section 210 (b) of the Social Security Act 
prior to such date (except service performed by an individual alter 
he attained the age of 65), and any service, of whatever nature,
performed after December 31, 1939. by an employee for the-person
employing him, Irrespective of the citizenship or residence of either,
(A) within the United States, or (B) on or in connection with -n 

American vessel under a contract of service which is entered Into 
within the United States or during the performance of which the 
vessel touches at a port in the United States, If the employee is 
employed on and In connection with such vessel when outside the 
United States, except-

"(1) Agricultural labor (as defined In subsection (1) of this 
section);

"(2) DomestIc Eervice, in a private home, local college club, or 
local chapter of a college fraternity ojr sororltv-
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"(3) Casual labor not In the course of the employer's trade or 

business; 
"1(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 21 In the employ of his father or mother,~

"(5) Service performed on or In connection with a vessel not 
an American vessel by an employee. if the employee is employed on 
and In connection with such vessel when outside the United States;

"(6) Service performed in the employ of the United States Goy­
ermient. or of an Instrumentality of the United States which is 
(A) wholly owned by the United States, or (B) exempt from the tax 
Imposed by section 1410 of the Internal Revenue Code by virtue 
of any other provis~on of law;

"(7) Service performed in the employ of a State. or any politi­
cal subdivision thereof, or any Instrumentality of any one or more 
of the foregoing which Is wholly owned by one or more Steates or 
political sub'4 ivisions; and any service performed In the employ of 
any Instrumentality of one or more States or political subdivisions 
to the extent that the Instrumentality Is. with respect to such serv-
Ice, immune under the Constitution of the United States from the 
tax imposed by section 1410 of the Internal Revenue Code;

'(8) Service performed In the employ of a corporation, comn­
munity chest, fund, or foundation, organized and operated exclu­
sively for religious, charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to children or animals, 
no part of the net earnings of which Inures to the benefit of any
private shareholder or Individual, and no substantial part of the 
activit~es of which is carrying on propaganda, or otherwise attempt-
Ing to influence legislation;

"(9) Service performed by an Individual as an employee or em-
representative as defined In section 1532 of the Internal 

Revenue Code;"(10) (A) Service performed in any calendar quarter In the em­ploy of any organization- exempt from Income tax under section 101 
ofteneraRvnuCdif 
ofI theItremunReeratio fore suhsricfosno xed ,o


"M h isidonctooihteso f4due
rmneai) such service collexction or 
for a fraternal beneficiary society, order. or association, 

is performed away from the home office, or is ritualistic service 
In connection with any such society, order, or association, or 

"(Il) such service is performed by a student who Is enrolled and 
Is regularly attending classes at a school, college, or university;

"(B) Service performed in the employ of an agricultural or 
horticultural organization;

"(C) Service performed In the employ of a voluntary employees'
beneficiary association providing for the payment of life, sick, aBed­
dent, or other benefits to the members of such association or their 
dependents, if (i) no part of Its net earnipgs inlures (other than 
through such payments) to the benefit of any private shareholder 
or individual, and (ii) 85 percent or more of the income consists
 
of amounts collected from members for the sole purpose of making

such payments and meeting expenses;


"(D) Service performed In the employ of a voluntary employees' 
association providing for the payment of life, sick, acci­

or other benefits to the members of such association or their 
deednso eintdbnfcais f()amsint ebr 
ship in such association is limited to individuals who are employeesthe United States Government, and (ii) no part of the net
 
ernings of such association inures (other than through such pay­
ments) to the benefit of any private shareholder or Individual;


"(E3) Service performed in any calendar quarter In the employ
of a school, college, or university, not exempt from Income taxnder section 101 of the Internal Revenue Code, if such-service Is 
performed by a student who Is enrolled and is regularly attending

classes at such school, college, or university, and the remuneration.
such service does not exceed $45 (exclusive of room, board, andtuition);

1)SevcprfmdIntemloofaoeingenet
"(inluinService asrfrmaconsua oreothery ofafcroregempoyeenornt

(nonudinglsmaticrpeaseacntative);r ffcr remloe o 
"(12)plServicreprerfredtainvhe mpo)fanisrmetlt

w(2 evc efre nteepo fa ntuetlt 
holly owned by a foreign government-­

in(A) If the service is of a character similar to that performed
I foreign countries by employees of the United States Government 
orfanisum tltyheo;ad

"(B) If the Secretary of State shall certify to the Secretary of 
the Treasury that the foreign government, with respect to~whcso

and employees thereof exemption Is claimed, grants 
an equivalent exemption with respect to similar service performed
In the foreign country by employees of the Unitedi States Govern­
inent and of instrumentalities thereof;

"(13) Service performed as a student nurse In the employ, of a 
hospital or a nurses' training school by an Individual who Is en­
rolled and is regularly attending classes In a nurses' training school 
chartered or approved pursuant to State law; and service performed 
as an interne in the employ of a hospital by an Individual who 
has completed a 4-years' course in a medical school chartered or 
approved pursuant to State law. 

"(c) If the services performed during one-half or more of any
pLy period by an employee for the person employing him consti­
tute employment, all the services of such employee for such period
shall be deemed to be employment: but if the services performed
during more than one-half of any such pay period by an employee
for the person employing him do not constitute employment,
then none of the services of such employee for such period shsfl 
be deemed to be employment. As used In this subsection the term 
'pay Period' means a period (of not more than 81 consecutive 
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idys) for 'Which a payment of remuneration is ordinarily made 
to the employee by the person employing him. This subsection 
shall not be applicable with respect to services performed for an 
employer in a pay period, where any of such service is excepted 
by paragraph (9) of subsection (b).

".(d) The term 'American vessel' means any vessel documented 
or numbered under the laws of the United States; and Includes 
any vessel which is neither documented or numbered under the 
laws Of the United States nor documented under the laws of any
foreign country, if its crew is employed solely by one or more 
citizens or residents of the United States or corporations organ-
ized under the laws of the United States or of any State. 

..(e) The term 'primary insurance bepefit' means an amount 
equal to the sum of the following-

M,(1) (A) 40 percent of the amount of an individual's average
monthly wage if such average monthly wage does not exceed $50, 

or (B) if such average monthly wage exceeds $50, 40 percent of 
$50. Plus 10 percent of the amount by which such average monthly 
wage exceeds $50, and 

"(2) an amount equal to 1 percent of the amount computed
under paragraph (1) multiplied by the number of years In which 
$200 or more of wages were paid to such individual. 

"(f) The term 'average monthly wage' means the quotient
obtained by dividing the total wages paid an Individual before 
the year in which he died or became entitled to receive primary
In-surance benefits, whichever first occurred, by 12 times the 
number of years elapsing after 1936 and before such year in which 
he died or became so entitled, excluding any year prior to the 
year In which he attained the age of 22 during which he was paid
less than $200 of wages; but in no case shail such total wages be 
divided by a number less than 36. 

"(g) The term 'fully Insured Individual' means any individual 
with respect to whom It appears to the satisfaction of the Board 
that,-

"(1) (A) he attained age 65 prior to 1940, and 
(B) he has not less than 2 years of coverage, and 
(C) the total amount of wages paid to him was not less than 

$M0; or
"(2) (A) within the period of 1940-45, inclusive, he attained 

the age of 65 or died before attaining such age, and 
"(B) he had not less than 1 year of coverage for each two of 

the years specified in clause (C), plus an additional year of 
coverage, and 

"(C) the total amount of wages paid to him was not less than 
an amount equal to *200 multiplied by the number of years
elapsing after 1936 and up to and including the year in which 
he attained the age of 65 or died, whichever first occurred; or 

"h,(3) (A) the total amount of wages Paid to him was not less 
tan $2,000, andgeteafrmNrh

'(B) he had not less than 1 year of coverage for each two of 
the years elapsing alter 1936, or after the year in which be at-
tained the age of 21, whichever year Is later, and up to and in-
cluding the year in which he attained the age of 65 or died,
whichever first occurred, plus an additional year of coverage, and 
In no case had less than 5 years of coverage; or 

"(4) he had at least 15 years of coverage,
"As used In this subsection, the term 'year' means calendar 

year, and the term 'year of coverage' means a calendar year In 
which the individual has been paid not less than $200 In wages. 
When the number of years specified In clause (2) (C) or clause 
(3) (B) Is an odd number, for purposes of clause (2) (B) or (3)
(B), respectively, such number shall be reduced by one. 

"(h) The term -currently insured Individual' means any indi-
vIdual with respect to whom it appears to the satisfaction of the 
Board that he has been paid wages of not less then $50 for each
of not less than 6 of the 12 calendar qaar5ters. immediately pre-
ceding the quarter In which he died. 

",(I) The term 'wife' means the wife of an Individual who was 
married to him prior to January 1, 1939, or if later, prior to the 
date upon which he attained the age of 60. 

"1(j) The term 'widow' (except when used In section 202 (g)) 
means the surviving wife of an individual who was married to him 
prior to the beginning of the twelfth month before the month In 
which he died 

"(k) The term 'child' (except when used in section 202 (g)) 
means the child of an Individual, and the stepchild of an Indi-
vidual by a marriage contracted prior to the date upon which he 
attained the age of 60 and prior to the beginning of the twelfth
month before the month in which he died, and a child legally
adopted by an individual prior to the date upon which he attained 
the age of 60 and prior to the beginning of the twelfth month 
before The termt inawhichlthea died, ncuesa eviepe 

"()Teoem'arcltrllao'inldsdf erie-
"(I) on a farm, in the employ of any person, In connection with 

cultivating the soill, or in connection with raising or harvesting 
any agricultural or horticultural commodity, Including the raising, 
feeding, and management of livestock. bees, poultry, and fur 
bearlingr animals. 

"(2) in the employ of the owner or tenant of a farm, In connec-
tion with the operation, management, or maintenance of such 
farm, if the Major part Of such service Is performed on a farm, 
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"(4) In handling, drying, packing, packaging, processing, freezing.

grading, storing, or delivering to storage or to market or to a carrier 
for transportation to market, any agricultural or horticultural comn­
modity; but only if such service is performed as an incident to 
ordinary farming operations or. in the case of fruits and vegetables. 
as an Incident to the preparation of such fruits or vegetables for 
market. The provisions of this paragraph shall not be deemed to 
be applicable with respect to service performed in connection with 
commercial canning or commercial freezing or in connection with 
any agricultural or horticultural commodity after Its delivery tO 
a terminal market for distribution for consumption.

"As used In this subsection, the term 'farm' Includes stock, 
dairy, poultry, fruit, fur-bearing animal, and truck farms, plan­
tations, ranches, nurseries, ranges, greenhouses, or other similar 
structures used primarily for the raising of agiculturai or horticul­
tural commodities, and orchards. 

"(in) In determining whether an applicant Is the wife, widow, 
child, or parent of a fully insured or currently insured individual 
for purposes of this title, the Board shall apply such law as would 
be applied in determining the devolution of Intestate personal 
property by the courts of the State in which such insured Indi­
vidual Is domiciled at the time such applicant fIles application. 
or. if such Insured individual is dead, by the courts of the State In 
which he was domiciled at the time of his death, or if such insured 
individual Is or was tiot so domiciled In any State, by the courts 
of the District of Columbia. Applicants who according to such 
law would have the same status relative to taking intestate personal 
property as a wife, widow, child, or parent snail be deemed such. 

"(n) A wife shall be deemed to be living with her husband If 
they are both members of the same household, or she Is receiving
regular contributions from him toward her support, or he has been 
ordered by any court to contribute to her support; and a widow 
shall be deemed to have been living with her husband at the time 
of his death If they were both members of the same household on 
the date of his death, or she was receiving regular contributions 
from him toward her support on such date, or he had been ordered 
by any court to contribute to her support.' 

Mr. DOUGHTON (Interrupting the reading of title MD. 
Afr. Chairman, I ask unanimous consent that the further 
redn of this title be dispensed with.

M RAWY eevn tergtt bet r 
M.TED A.Rsrigtergtt bet r 

Chairman, this will not preclude anyone from offering an 
amendment to this title? 

Mr. DOUGHTON, No; not at afL. 
The CEHAMMAN. Is there objection to the request of the 

arona 
gnlmnfo ot aoia 

There was no objection.
Mr. HAVENNEFR. Mr. Chairman, I offer an amendment. 
The Clerk read as follows: 

Amendment offered by Mr. IlAvzine: Page 36, line 13, strike out, 
beginning with the comma after the word "home" down through
the word "'sorority" In line 15. 

Mr. HAVENNER, Mdr. Chairman, this is one of a, series of 
amendments to the pending bill which have been proposed by
teAeia eeaino ao nteble httecy
teAeia eeaino ao nteble httecv 
erage of old-age benefits and unemployment compensation
should be extended rather than limited, as is the case in cer­
tain sections of the bill now before us.

TeAeia eeaino aoi omnwt l 
TeAeia eeaino aoi omnwt l 

other advocates of adequate social security in America, is 
convinced that certain provisions of this bill, which at first 
glance might appear relatively unimportant, as a matter of 
fact constitute a grave threat to the preservation of our new]ly
established American system of social security. 

WaraprhnieInohrwrsthtteeluonf
W r prhnie nohrwrs htteecuino 

certain workers provided for by this bill Is the first thrust of 
the camel's nose under the tent of social-security coverage
whc maevnulytpeoerhtviayiprat
whc ma evnulytpeoerhtvilyIprtt
social structure. 

In this belief we have the unqualified support of the Ad­
visory Council on Social Security, a body of experts repre­
senting labor, employers, and the public, appointed by the 
United States Senate to study the advisability of amending
the Social Security Act, In Its report to the Senate, of De­
cemlber last, the Advisory Council urged in the strongest
ternis that the coverage of social-security benefits be ex­
tended and not diminished, and emphasised the fact that
the Social Security Act was written primarily for the pro­

"(3) in connection with the production or harvesting of maple I tectioni of the workers of America. 
sirup rmpesgro n;omdt eie sa agiutural One of the effects of the definitions in sections 209. 1426 
commodity in section 15 (g) of the Agricultural MaktngAt and 1607 Is to exclude from coverage domestic workers em-
as amended, or In connectIon With the raising or harvestingofI
mushrooms, or in connection with the hatclhl2g of poultry In ployed in a local college club, or a local chapter of a fraternity
connection With the gtinning at cotton, or sorority. The amendment which I have submitted strikes 
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out these exemptions, but leaves domestic service in a private 
home still excempt. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. HAVENNER. I would prefer to complete my state-

ment before yielding. 
Mr. BUCK. I would like to know Just how far the gen-

-tleman's amendment goes. I did not hear it read; I am 
very sorry, 

Mr. HAVENNER. It merely strikes cut everything In that 
exemption following the word "home." 

Mr. BUCK. Is that subdivision (2)? 
Mr. HAVENNER. It is on page 36, line 13. I am not sure 

about the number of the subdivision, 
Mr. BUCK. I thank the gentleman. I wanted to find Out 

what the gentleman is offering, 
Mr. HAVENNER. I have been a member of a college fra-

ternity for 35 years and am very much devoted to its ideals 
and asscciations. but I can think of no good reason why a 
domestic worker who earns his living as a cook, waiter, or 
house boy in a fraternity house should be deprived of the 
social-security credits to which he would be entitled if he 
were employed In a similar capacity in a hotel or public 
boarding house. 

The persons who work for college clubs, fraternal and 
benefit associations, and students who work for schools or 
colleges while they are in attendance at such institutions 
should, even though their earnings are small and the em-
ploying unit not a profit-making organization, be entitled 
to the security of old age and unemployment insurance pro-
vided they meet the general eligibility tests established in 
respect to their total earnings or period of work and length 
of time employed. Each year of a person's working life 

shoud hlp ontrbut is od ae. ov-1942 is most commendable. Likewise, the repeal of the pro­tothesecuityof 
erage of the act when changed should be toward a larger 
inclusion. No backward steps should be taken which re-
duce the number of persons entitled to security. 

The purpose of this amendment is to keep under the pro-
visions of the Social Security Act workers who are now coy-
ered and who would be excluded under the provisions of 
this bill. Workers who have already contributed from their 

salaiesforoldage wold xcldednsuanc ereaterbe 
under those provisions and would lose the security they had 
begun to build up.Evntebnfcaisothslgsainwudotxpt 

If this amendment Is adopted, as in justice to a large 
number- of employees throughout the country I believe it 
should be, I shall offer a similar amendment to sectIon 1426 
and section 1607 so that the same exemptions may be 
stricken out of those sections. 

I urge all those who are Interested in preserving the infeg-
rity of our new social-security program for the benefit' of 
our American workers to support this amendment. Its de-

feaea wold enroahmetaniniia ponthescpe of 
social-security coverage in America, which we have fought 
so hard to establish. [Applause.] 

[Here the gavel fell.] 
Mr. TREADWAY. Mr. Chairman, I rise in opposition to 

the amendment. 
If I understand the amendment offered by the gentleman 

from California, on page 36, he is referring to employment in 
a local college club or a local chapter of a college fraternity 
or sorority. He wants that item stricken out of the bill, 

We had extensive hearings, Mr. Chairman, on the subject 
of employment of college students. It was the unanimous 
vlew at the hearings before the Committee on ways and 
Means and of the committee it~self that fraternity employ-
ment should be excluded from coverage under the Social 
Security Act. Under existing law there is a distinction be-
tween the employment of college students by the college, 
which was exempt, and employment by a fraternity, which 
was included. The idea of the committee was simply to put 
them on an equal basis. I believe it would be very detri-
mental to the well-being of college students and college fra-
ternities if this subdivision were stricken out, 

Mr. McCORMACK. Mr. Chairman, will the gentleman 
yield? 

Mr. T1IEADWAY. I ield, 
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Mr. McCORMACK. One of the main and compelling 

reasons was that most of these boys are working to get an 
education. If they cannot get work in these fraternity houses 
they will be unable to get an education. The work Is purely 
incidental to the primary purpose of obtaining an education. 

Mr. TREADWAY. The gentleman is absolutely correct. 
This is simply another method of support. The boys work 
not for the actual dollars and cents payment in cash but 
for their board or room. 

Mr. COOPER. Mr. Chairman, will the gentleman yield?
 
Mr. TREADWAY. I yield.
 
Mr. COOPER. I am sure the gentleman will also recall
 

that the boys who are working their way through school by 
working for a dormitory operated by the school are exempt, 
but if they work for a fraternity they are not exempt. The 
purpose of this provision is to try to equalize the situation 
and make it fair to all the boys attending schooL. 

Mr. TREADWAY. The purpose of the committee is to 
show no discrimination between stude2nts, whether they are 
working for the college or for a fraternity. The exemption 
of educational institutions takes care of the boys if they are 
working for the college, but not if they are working for a 
club or fraternity. 

Mr. Chairman, I trust the amendment offered by the gen­
tleman from California will be voted down. [Applause.] 

[Here the gavel fell.] 
Mr. SMITH of Ohio. IMr. Chairman, I move to strike out 

the last word. 
Mr. Chairman, here Is a piece of legislation with gocd in It 

and bad in it. 
The relief which it gives to employees and employers in 

reuigtirpyoltasfrthyas190141an 

vision for a large reserve fund, with the savings it makes and 
the additional benefits it permits, together with the limita­
tion of pay-roll taxes on incomes not exceeding $3,000. 

NoshlIqurewihtebjcvssugtntisbl 
unoer shalls I uarrel. wit cothend hobjetves, souhat Inthisisbill 
unerisltitlescIandeV.erI do contend ishowever,thathisisg bad 
mgsltoneyt beauseo there Istrnosprovisionefor raisin tHoue 
can honestly take exception to this view. I am certain the 
folks back home feel the same way about it, 

Evethroiebenefciriease of theirlenislaion alwoudnots expethu 
ustprvdanIceeinhiresonlowcewtot 
Providing the taxes to pay for them, 

This legislation is bad In other respects. No one in this 
House knows, or has any way of knowing, what the additional 
costs are going to be under title I, whether they will be 
$5,000,000, $100,000,000, or several hundred million.- If no 
changes in State laws are made, we are told the extra cost 
will be only $5,000,000. The principal argument for the 
amn ettohittlishaItncaeshemutbyht 
stum only. 

Now, if no change Is made in the Ohio law, our aged will 
receive no benefits from this legislation, while at the same 
time our State will be taxed to pay pension benefits to States 
that can take advantage of it. That obviously would be an 
injustice. 

It is to be expected, of course, that some States will change 
their laws. This is, in my opinion, shortsighted and slipshod 
legislation, in that it does not contemplate this contingency. 

Even if the additional cost were to be only $5,000,000, this 
legislation is defective in not providing taxes to meet this 
sum. But when the cost may conceivably run up to $100,­
000,000 or more, then its defectiveness becomes so clear that 
it should not be overlooked. 

I cannot see any enduring soc!al security in legislation of 
this sort. I can see in it only social insecurity If not eco­
nomic chaos. It is one thing to provide public pensions for 
the aged on a pay-as-you-go basis but It is quite another to 
borrow money and add to an already dangerously excessive 
national debt to pay for them. In the end all social Eecurity 
must depend upon the economic health of our Nation, for 
which a~highly solvent Government is one of the flist essen­
tiabLs [Applausej 
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The CHAIRMAN. The question is on the amendment 

offered by the gentleman from California [Mr. HAvfl -ER]. 
The amendment was rejected. 
Mr. HAVENNER. Mr. Chairman, I offer a further amend-

ment. 
The Clerk read as follows: 
Amendment offered by Mr. HAvENNER: on page 38, strike out

lines 4 to 26, inclusive, and on page 39. strike out lines 1 to 22,
inclusive. 

Mr. HAVE~NNER. Mr. Chairman, Increasing the number 
of exclusions from the provisions of the Social Security Act 
is directly contrary to the recommendations of the Advisory
Colln~il on Social Security, the committee of experts ap-
pointed by the United States Senate to which I referred in 
my Previous remarks. This committee, incidentally, included 
as far as labor is concerned representatives of both the Amer-
ican Federation of Labor and the C. I. 0. 

Mr. BUCK. Mr. Chairman, I ask unanimous consent that 
the amendment may be again reported without taking it 
Gut of the gentlpman's time, 

The CHAIRMVAN. Is there objection to the request of the 
gentleman from California? 

There was no objection, 
The Clerk again reported the Havenner amendment. 
Mr. HAVENNER. The Advisory Council specifically rec-

ommended that employees of private nonprofit religious,
charitable. and educational institutions should be brought
under coverage immediately. The report of the Advisory
Council contained an emphatic declaration that all changes
in coverage should be in the dircction of including more

workrsefortsholdad tat b mae toard hatgoalIn
workrs nd hateffotbemad hatgoa insoul towrd 

the near future. I am authorized to say that the American 
Federation of Labor concurs in that recommendation, 

In the amendment now before you, which has been pre-
pared by the American Federation of Labor, the exemptions 
in section 209, subsection 10, would be stricken out. These 
include the following classes of service performed in the em-
ploy of any organization exempt from income tax under 
section 101 of the Internal Revenue Code: 

Cases where the remuneration for service does not exceed 
$45 in any calendar quarter, 

When the service is in connection with the collection Of 
dues or premiums for a fraternal beneficiary society and is 
performed away from the home office, or is ritualistic service 
In connection with any such society, 

When the service is performed by a student enrolled and 
regularly attending classes at a school, college, or university. 

When the service is performed in the employ of an agri-
cultural or horticultural organization, 

When the service is performed in the employ of a volun-
tary employees beneficiary association, 

When the service is performed in the employ of a school, 
college, or university not exempt from income tax when 
the student is enrolled and regularly attending classes and 
the remuneration does not exceed $45. 

I quote to you now the recommendation of the Advisory 
Council on Social Security with respect to the exemptions
which would be stricken out with this amendment: 

The employees of private nonprofit religious, charitable, and 
educational Institutions now excluded from coverage under titles 
II and VIII should immediately be brought into coverage under 
the same provisions of these titles as affect other covered groups.

The council believes that there is no justification In social 
policy for the exclusion of the employees of such organizations
from the protection afforded by the insurance program here 
recommended. Further, no special administrative difficulties exist 
in the coverage of the employees of such organimatons under the 
system. 

The CHAIRM~AN. The question is on the amendment of-
fered by the gentleman from California [Mr. H~vENNxid. 

The amendment was rejected. 
Mr, HAVENNER. Mr. Chairman, I offer a further 

amendment. 
The Clerk read as follows: 
Amendment offered by Mr. EavzsNN=: on Mae 40, un 15,

strike out lines 15 to 22. Incluive. 
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Mr. HAVENNER. Mr. Chairman, one of the principal 

arguments against retaining student nurses within the coy­
erage of this bill is that their earnings are so small that 
It is a nuisance to collect the tax and imposes an unjus­
tiflable amount of work in compiling the records upon the 
Federal and State agencies and the employers. This argu­
metnirlovlokthfathttelwwswitn 
for the benefit of the workers and not primarily for'the con­
venience of their employers. These young girls who work 
as student nurses are fully entitled to some credit in theiryouth for the long and arduous labor which they perform.and to deny them the right to build up a wage record during
their service as students is an absolute injustice.

In my State of California this same argument was ad­
vanced and became the motif of a long, bitter fight in the 
State legislature years ago when the 8-hour law for women 
was under consideration. There humane considerations pre­
vailed, and when the law was finally passed student nurses 
were given the protection of the 8-hour law limitation. Thbe 
American Federation of Labor stands squarely behind this 
amendment, and I earnestly hope that Congress will give 
to these girl workers the recognition which they deserve. 

The CHAIRMAN. The question is on the adoption of 
the amendment offered by the gentleman from California. 

The amendment was rejected. 
Mr. HAVENNER. Mr. Chairman, I offer a further amend­

ment. 
The Clerk read as follows: 
Amendment offered by Mr. 11mm-NxxEa: On page 45. strike out 

lines 3 to 25. Inclusive, and on page 46. strike out lines 1 to 6. 
inclusive, and lnsert In 1!su thereof the following:

The term lagricutiawal labor' means only the services of a
farmhand employed by a farmer to do the ordinary work con­
nected with a bona fide farm. It does not include services per­
formed on farms whcse scale or nature of cperatIons makes them
Industrial in character. 'In nu, case does It Include mcre thanthe first processing of products which Is Incidental to the farming
cperations."1 

Mr. HAVENNER. Mr. Chairman, the definition of the 
term "agricultural labor" proposed by H. R. 6635, is broader 
than that which has been used by the Bureau of Internal 
Revenue in determining coverage. Therefore workers who 
rave already contributed to the old-age pension fund would 
not be protected in the future and many would be barred. 
The purpose of the exclusion of agricultural labor when the 
Social Security Act was passed was to avoid a difficult ad­
ministrative problem of including hired hands on many small 
and separated farms. The difficulty was believed to be sim­
flar to that of covering domestic workers in private homes, 
However, the Advisory Council on Social Security and the 
Social Security Board have urged that coverage be extended 
to farm laborers as soon as administratively feasible. The 
whole purpose of sov~ial-security laws is to increase the 
security of workers of our Nation. Coverage should be made 
broader as administrative techniques function more smoothly. 
At no time should coverage be narrowed with the result that 
classes of people once Included are later excluded. 

Both the Advisory Council on Social Security and the 
American Federation of Labor believe that reduction in coy­
erage is contrary to the public interest and that agricul­
tural labor should continue to be defined narrowly until 
such date as all agricultural laborers are covered. To in-
elude as agricultural labor persons engaged in handling, dry­
ing, packing, rackaging, processing, freezing, grading, storing, 
or delivering to storage or market any~agricultural and 
horticultural commodities, not even confining such opera­
tions to the first processing wiUl remove security from many
workers now covered. large farms which carry on many
such Processes are really industrial in character and their 
employees should not suffer this discrimination. 

I appreciate the efforts of the representatives of the ag­
ricultural districts to protect the small farmer from undue 
taxation, and in common with many other representatives of 
the urban population I have repeatedly voted to extend 
Federal aid to the farming communities. However, -we who 
live in the cities cannot find any social or economic justifica­
tion for exempting the farmer from taxation for skilled in­
dustrial work performed on his farm by carpenters, painters. 
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and so forth, when we city dwellers would be liable for taxa-
tion of work of an identical character if it were performed 
in our own homne, 

Mr. BUCK. Mr. Chairman, I rise In opposition to the 
amendment. I would not do so, and I do not desire to take 
up the time of the Committee unduly, but I feel it necessary 
to call the attention of the Committee to the fact that yester-
day, in the remarks to be found on page 6864 of the RECORD, I 
discussed this proposed amendment somewhat extensively
and showed why the committee unanimously had agreed upon
the language submitted in the bill which the gentleman from 
California [Mr. HAVENNER I would strike out. All I desire to 
do is to add this statement. After the question came before 
the committee and when the Committee had unanimously de-

contnuetheexcusinagrculura laorem-ocided to cniuthexlsoofarclualarm-selling
ployees of religious and charitable institutions, and so forth. 
and the question was directly put to Dr. Altmeyer, he said, at 
page 2329 of the hearings: 

I Want to make It clear that the Board does not take Issue with 
this committee on its decision on a matter of policy 0 . As 
a m~atter of public policy we agree with the committee It lb unwise 
to legislate In advance of further study of the situation. 

The HAIMANqustio ison heTh dopionof the 
ThendCntAffredN bythe questiomnisron theadopifonia 
Teamendmentoffre sbthejgentled rmClfri. 
Th. EA.M.CaraIofrn amendmentwsrjce. 
Mr. ClArk Mr.aCairmnIoffrlnowedmnt 

The lerasfollws:There rea 
Amendment offered by Mr. KwEN: Page 8, Uine 10, after the word 

"acquired"~, strike out all following down through line 4, page 9,
and substitute the following: "O0nly by purchase of outstanding 
obligations at the market price and may be acquired only on such 
terms as to provide an Investment yield of not less than the average
rate of Interest, computed as of the end of the calendar month 
next preceding the acquisition, borne by all interest-bearing obli-
gations of the United States then forming a part of the public debt, 
except that where such average rate Is not a multiple of one-eighth
of 1 percent. the rate of obligations purchased may be a multiple
of one-eighth of 1 percent next lower than such average rate. If 
no such obligations can be purchased at such an Investment yield,
obligations of a less yield which have been outstanding for at least 
1 year may be purchased and thereupon shall be exchanged for 
original issues at par of special obligations having an investment 
yield not less than the yield which would be required If obligations
of the required yield were purchased In the open market. The 
purpose for which obligations of the United States may be Issued 
under the Second Liberty Bond Act, as amended, are hereby ex-
tended to authorize the issuance at par of special obligations
exclusively to the fund.'"vrbd 

Mr. KEAN. Mr. Chairman, this amendment would compel 
the board of trustees created by this act to set up a rel 
trust fund. There is no need of discussing the merits of the 
question now, as it has been fully discussed not only in the 
debates on the floor on the bill but also before the country 
during the last election campaign. 

The amendment provides that investments can be made 
only in United States Government bonds which have been 
outstanding for at least 1 year, and that if the return on 
these bonds is too low, for the purposes of the fund, they 
may be exchanged at the Treasury for securities with a yield 
of not less than the average rate of interest borne by a~ll 
interest-bearing obligations of the United States. 

In my opinion only by the adoption of such an amendment 
can we prevent the present practice of using old-age taxes 
for current expenses. 

The fact that such an amendment is needed seems to have 
been recognized by the committee in the proposed changes 
to this section; but to my mind these changes do not suflf-
ciently restrict the authority of the trustees-as they allow 
the purchase of either original issues at par or special Tress-
ury obligations, the purchase of either of which would result 
in the use 'of the funds for current expenses, 

The amendment offered, permitting only the purchase of 
securities already outstanding, would make this Impossible
and provide a real trust fund. 

Let us keep faith with the contributors to this fund. 
Mr. BUCK. Mr. Chairman, I rise In opposition to the 

amendment. The provisions by which the investment of the 
money under the old-age reserve account at the present time 
held by the trustees and the future investment of funds to 
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be of the proposed trust fund are quite similar. The pro-. 
cedure is standard and has been used for many years. It 
was adopted originally by Secretary Mellon in connection 
with the civil-service retirement fund and the adjusted-
service certificate fund. I call attention to what Secretary 
Mellon said would follow the adoption of the policy suggested 
by the gentleman who last spoke. I quote from what Secre­
taiy Mellon said (annual report to Congress, 1926): 

If the Treasury were In the Government bond market on the 
1st of January In each year to buy $100,000,000 of Its securities. 
the purchases could not be made in 1 day, nor could such alarge order be filled without unduly increasing the market price
which th~e funod would have to pay. If, also, the Treasury in the 
course of the year was required to sell securities to provide the 
fund with cash, the tendency would then be to depress Govern­
ment securities on the market. So if the practice of buying and 

on the open market were used, the Treasury would be con­
tinually purchasing on a high market. 

Mr. Chairman, the adoption of this amendment would en­
tirely defeat the purpose of conserving and preserving the 
assets of the trust fund for its future beneficiaries. I ask 
that the amendment be defeated. 

The CHAIRMAN. The question 'is on the adoption of the 
amendment offered by the gentleman from New Jersey.

The amendment was rejected. 
Mr. ALEXANDER. Mr. Chairman, I ask unanimous consent 

to extend my remarks in the RacoatD. 
The CHAIRMAN. Is there objection? 

was no objection. 
Mr. CREAL. Mr. Chairman, I move to strike out the last 

two words. As gentlemen are well aware, this is the first time 
that I have addressed the House this year. It is to be pre­
sumed that the king is always right; when In a courthouse it 
i to be presumed that the court is always right. Likewise 
when the committee has a bill, and when the committee 
opposes amendments to that bill, It Is the usual custom to 
presume that the committee is always right. But not always. 
One amendment here this afternoon was defeated that ought
to have been adopted, and somewhere in this bill before we 
finish, at some proper place and time, It will come up again in 
a different form though practically it will be the same thing. 
I have reference to the amendment offered by the gentleman
from Tennessee [Mr. TAmLORI. A number of States which at 
first thought that old-age pensions were a bonanza and
eeyoywsgigt iefrvradddntne n 

a on olv frvradddntne n 
Property, and those States passed laws immediately compel-
Ing the conveyance of homesteads to the State. We have such 
a law in Kentucky. The amendment that was defeated under­
took to take care of that situation. The amendment will be 
offered somewhere, somehow, and will provide that the prop-. 
erty shall be used and occupied as a homestead only. 

Let me illustrate. Here is a man who Is 65 years of age, 
who is drawing an old-age pension. He leaves a widow who 
is 49 years old. He deeds the property to the State, and 
after he Is dead, and has been hauled away, where is the 
widow going to stay and what Is she going to do? She is 
the widow of a pauper. What Is she going to do? That 
home may have been worth $2,500 or $75, It may be Just a 
hailf acre place, a place to raise chickens, a place to sleep in. 
a place in which to keep warm. What is that property 
worth to the State, where the party is going to be highly 
eligible for an old-age pension. What is it worth? Then 
again, that party needs something to bury him, and burial 
expenses in most States come in as preferred claims to the 
property before it can be passed out to the heirs 

My good friend the gentleman from Massachusetts [Mr. 
McCoaaAsCi] talked loud and long, and vociferously about 
the Federal Government legislating and telling the States 
what they could do and what they could not do. We have 
many laws, hundreds of them, where we have appropriated 
money, where we have attached conditions down to a gnat's 
capacity, of what to do and how to do It. 

They will make you tear up a Plederal road for a mile 
because It has something in it that does not belong to it, 
and do it all over again, On your educational grants the 
Smith-Hughes Act and others, all of your New Deal acts, 
where the town has to furnish the house, or a certain part of 
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the machlnery-...what Is It that we have done. I ask you? It 
will reach 95 percent of all the money the Federal Government 
appropriates where you tell the States you have to do it this 
way irn order to get the money. By telling the States, "In order 
to admit ~ster this old-age pension matter you cannot do it this 
way or that way," is perfectly fair. It is an oversight in taking 
over the homestead and it ought to be restored. [Applause.] 

[Here the gavel fell.] 
Mr. BATES of Massachusetts. Mr. Chairman, I ask unarn-

nmous consent to extend my own remarks and include some 
figures on social security. 

The CHAIRMAN. Without objection, it is so ordered. 
There was no objection. 
Mr. CARLSON. Mr. Chairman, I offer an amendment. 
The Clerk read as follows: 
Amendment offered by AMr.CARLSON: On page 36. line 4, strike 

out the words "Irrespective of the citizenship." 
Mr. CARLSON. Mr. Chairman, I want to call attention 

to scme new language that is going into the Social Security 
Act; that is, if this amendment is adopted. The committee 
wrote into this bill that this act shall apply irrespective of 
the citizenship. That is not in the original act. Someone 
will ask why is it placed in this bill at the time when we are 
considering largely our American citizens? In other words, 
this bill is now open to aliens. Now, that is true of the pres-
ent act, but this particular amendment is put in here for a 
specific reason, and that is to care for a new group. 

I want to call your attention to page 41. We are going to 
analyze this and see what this amendment does. I do not 

belevethecomittewntsto o i afer e gt ito t, nd 
I ontbelieve the aterwhomttewntres thoulddoi gtInost.n 

On page 41, line 13-I wish you would follow me, because 
when this is done you will hear some criticism. It deals with 
the inclusion of seamen, but it does n-ot say "American sea-
mcn." It says "the term American vessel may mean any 

vesel oocuentd oftheUnitednuberd uderthelaw 
vtaesse"ouetdo ubre ne h aso h 
Staes"BC.M.Carawlthgeteayil' 

Mr. BCAR.SMr. Cha;Irmn wiltegnlmnyield? 
Mr. BCKRSO. Yes:Ih gienld.a gbakifhdosnt 

min, BUCK pgentlemanhgocbacknifshevdoe otiWill, the on 
coindtiandwt pAgeri36, cvnseieonrinradon thessl 

connctina Ameicawihveseling 
Mr. CARLSON. I will be glad to leave that to the gentle-

man from California. I would like to discuss the effect of 
this amendment to this section. I intend to discuss the other 
one later, because I intend to offer an amendment to strike 
it also. 

A vessel does not need to be documented under the flag of 
the United States or any country. It can belong to a group 
of foreign citizens. It can be manned by a foreign crew, not 
an American sailor on it; and if we leave these words in that 
bill, we put them under this act, under the old-age insur-
ance. I do not believe this House wants to do that, 

Here is a concrete case of why this was written in: 
We hire Greek ships, owned and manner by Greek citizens, for 

sponge fisherxes off the coast of Florida. 
-Ido not believe it Is the intention of this Congress to cover 

Greek sailors who man that boat. 
Now, we have heard a lot about the Japanese vessels fish-

Ing for salmon In the Northwest. Notice what this particular 
section says: 

oleyIf ts re isemloydy oe o mre itzen o rei-man from California heard the statement of the gentleman 

RECORD-HOUSE 6937 
Mr. JENKINS of Ohio. It would be entirely, possible.
 

would it not, for a Japanese boat, complemented with JaP­
anese people, from the captain on down-


Mr. CARLSON. There need not be an American seaman
 
on any of these boats. I, for one, am not going to let this
 
amendment go through this House without giving you an
 
opportunity to vote on removing it from this bill. The
 
only reason these particular words were put in this bill Was
 
to care for this section and another section, and those
 
words "irrespective of the citizenship" are not in this act.
 

I hope you will vote to take them out.
 
The CHAIRMAN. The time of the gentleman from
 

Kansas has expired.
 
Mr. BUCK. Mr. Chairman, I rise in opposition to the
 

amendment.
 
Mr. Chairman, at the present time seamen are not covered
 

under the Social Security Act. It is proposed to put them
 
under coverage as far as old-age insurance is concerned.
 
Every employee In covered employment in the United States.
 
whether he Is a citizen or an alien, working, let us say for
 
the Ford Motor Co. or any other manufacturing industry'.
 
is covered. He is also covered even though his employer be
 

whatlwen wn.od st aeth emncvrdoh 
s hame Oant yeterdayis heRvOR acmncveebais put inoa the ntual
 
saebi.OnytrdyIptnothRERDhecul
 
figures which show that American maritime employment is
 
90.1 percent performed by American citizens at the present
 
time. Most of the remainder of those employed on Ameri­
can vessels have already taken out their first papers, and
 
it seems to me it Is begging the question to say that a man
working on land for the Ford Motor Co., for instance, may 

be an alien and receive all the protection of the Social Se­
curity Act but a similar man working In maritime employ­
ment may not,
 

Thr is no opposition from either employers or employees
 
tothe inclusion of seamen under this act.
 

The inclusion of the phrase "irrespective of citizenship"
to which the gentleman from Kansas has objected is neces­
sary in the case of seamen, for the reason that most of the
 
services performed on maritime vessels with respect to whIch
 
the social-security taxes will apply will be performed outside
 
of the United States. The courts might consider the levy-


of such taxes to be beyond the normal, usual exercise of
 
the taxing power and give the statute otherwise a narrower
 
construction unless we express the intent specifically. In
 
this connection I call attention to a quotation I put in the
 
RECORD yesterday from the case of the United States v.
 
Goelet (232 U. S. 293). In that case the Court held that
 
the tax levied by the Federal Government did not apply to
 
a citizen having a permanent residence and domicile abroad.
 
The tax was can excise tax on yachts; the yacht was a for­
eign-built yacht.
 

In view of the statements that were contained in that
 
decision of the Supreme Court, it seemed wise to us to in-

elude the phrase that we put in here in the definition of
 
employment for purpcses of old-age insurance provisions of
 
the law since it is our intent to levy the taxes on services
 
performed outside the United States on American vessels.
 

Mr. JOHNSON of Oklahoma. Mr. Chairman, will the gen­
tleman yield?
 

Mrt. BUCK. I yield.
 
Mr. JOHNSON of Oklahoma. I assume that the gentle-


dents of the United States or corporations. 

Now, the crew on this boat need not be Americans. The 
boat need not be documented under any flag. The crew 
can be absolutely foreign. These Japanese fishing boats 
that fish for salmon can be hired by a corporation or an 
individual citizen of the United States, and we American 
citizens are going to put them under this act' and give themi 
old-age insurance. 

Mr. JENKINS of Ohio. Will the gentleman yield? 
Mr. CARLSON. I1yield. 

T V-438M 

fo asswt eeec oa-re eslo a
vessel that might be fishing off or near our American coasts,
but actually operated by foreigners. Some of us have been 
waiting for the gentleman, who is a distinguished member 
of the committee, to answer that particular argument raised 
by the gentleman from Kansas. I am certain none of us 
wish to vote for anything that will permit such a condition. 
Will the gentleman elaborate on that at this time? 

Mr. BUCK. The coverage, of -course, as the gentleman 
from Oklahoma knows, provides only that the crew is cov­
ered if it is employed solely by one or more citizens of the 
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United States or residents of the United States, or corpora-
tions organized under the laws of the United States or of 
any State. As far as that is concerned, I think the laws of 
every State require that at least a majority of the stock 
of a corporation must be held by citizens of the United 
States. 

Mr. JENKINS of Ohio. Mr. Chairman, will the gentleman 
yield? 

Mr. BUCK. I yield. 
Mr. JENKINS of Ohio. I want to ask the gentleman a 

question. If I understood the gentleman's argument cor-
rectly, it was that in the case of an alien working for Henry 
Ford the alien was entitled to the benefit of our social-
security laws-and he ought to be. 

Mr. BUCK. The gentleman does not deny that, does he? 
Mr. JENKINS of Ohio. No; for I have always maintained 

that When an alien is working right alongside of others on 
the same machine or similar machines, on similar lathes, 
and he ought not to have the same privileges as his fellow 
workers; but in that case the owner of the property, or the 
corporation owner, the factory owner is an American. 

Mr. BUCK. Will the gentleman let me reply to his state- 
ment? If the employer were an alien, the employee would 
still be protected. 

Mr. JENKINS of Ohio. let us see if he would. 
Mr. BUCK. That is apparent. 
Mr. JENKINS of Ohio. Even if he were an alien operat-

ing in our country, he would be under the supervision of 
the local police forces, and all that, and he would be in a 
different category from some of those to which this language 
under discussion applies. Why would not the gentleman 
agree to this sort of amendment: Change the language on 
page 36 where it says "by an employer for the person 
employing him Irrespective of citizenship of either," if we 
are going to let these sailors, these Japanese, and so on, come 
under the provisions of our law; why not take out the word 
"either"? 

Mr. BUCK. Just a minute. I cannot yield aln my time 
to the gentleman. 

(Here the gavel fell.] 
Mr. BUCK. Mr. Chairman, I ask unanimous consent to 

proceed for 5 additional minutes. 
The CHAIRMAN. Is there objection to the request of the 

gentleman from California? 
There was no objection. 
Mr. BUCK. Mr. Chairman, I yield to the gentleman from 

Ohio to complete his statement. 
Mr. JENKINS of Ohio. Instead of leaving the language 

on page 36. line 4, as it Is, "by an employee for the person 
employing him, irrespective of the citizenship or residence 
of either," why does not the gentleman make some provi-
sion so that these Japanese sailors, Greek sailors, Chinese 
sailors, or whatever they may be, shall be employed by an 
American or an American company? Will not the gentle-
man go that far? 

Mr. BUCK. Now, will the gentleman let me explain? if 
the gentleman will turn to page 41 he will find definitions, 
In the first place, let me say that the covered employment of 
a seaman must be in connection with an American vessel, 

Then we define an American vessel, on page 41, to mean 
any vessel, documented or numbered under the laws of the 
United States, or not documented elsewhere, if Its crew is 
employed solely by one or more citizens or residents of the 
United States. I think that answers the gentleman's objec-
tion. 

Mr. JENKINS of Ohio. That does not cover the provision 
on page 36 and that Is what I want to do. If you can make 
page 36 cover that then you have a good basis for your 
argument. 

Mr. BUCK. If the gentleman does not want to take as 
sound the case of United States against Goelet, which I cited 
as the law, that might be all right, but we are up against a 
practical proposition. These services are performed outside 
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well we had this up and discussed it thoroughly. This is the 
opinion of the majority, if not the unanimous opinion of the 
committee. 

Mr. McCORMACK. Will the gentleman yield?
 
Mr. BUCK. I yield to the gentleman from Massachu­

setts. 
Mr. McCORMACK. And the services performed outside 

the United States are not for persons living in foreign coun­
tries. It is men employed by either American citizens or per­
sons who are subject to the laws of the United States, who are 
within the United States. So that the situation of a Japanese 
vessel, which, of course, alarms some people, does not apply. 
It has no application to a vessel coming from Japan and 
going into the fishing trade. An inference is left with refer.; 
ence to some Greek vessel coming from Greece, but there is 
no justification for that. One has to be a citizen of the 
United States, employing others, or one who Is a resident of 
the United States, just the same as any other business 
activity. 

Mr. DINGELL. Will the gentleman yield?
 
Mr. BUCK. I yield to the gentleman from Michigan,
 
Mr. DINGELL. Is It not true that If we tamper with this
 

we are going to put the American seamen at a disadvantage? 
The Great Lakes are interested in this. I remember this 
matter coming up in committee. May I ask the gentleman 
from Kansas how many sailors and seamen he has In Kan­
sas? I may also say to the gentleman from Oklahoma that 
he has not any out there either. We are interested in this 
and we are protecting the American seamen. 

Mr. BUCK. I thank the gentleman from Massachusetts 
and the gentleman from Michigan for their contributions. 

Mr. Chairman, I feel the objections that have been raised 
by the gentleman from Ohio and the gentleman from Kan­
sas, and I know they are both sincere, go to matters that 
are not fundamental. There is no danger to American labor 
or capital. If there was anything to worry about so far as 
Japanese seamen are concerned, I think the gentleman from 
California who is speaking would be concerned about it. 

Mr. SIROVICH. Will the gentleman yield?
 
Mr. BUCK. I yield to the gentleman from New York.
 
Mr. SIROVICH. For the benefit of the Members of Con­

gress, I Just called the gentleman from Virginia [Mr. 
BLAND], chairman of the Committee on Merchant Marine 
and Fisheries. Due to the late hour, for It is now approxl~ 
mately 6 o'clock, unfortunately his office Is closed and he 
is not in. As the next ranking member of that committee 
may I call the attention of my colleague to the fact that we 
protected through the medium of the ship subsidy bill re­
cently enacted every man and woman who works upon an 
American ship and provided that every man and woman who 
works upon an American ship operating in foreign countries 
must be a 100 percent American citizen. 

[Here the gavel fell.) 
Mr. JENKINS of Ohio. Mr. Chairman, I move to strike 

out the last word. 
Mr. Chairman, as I said awhile ago, I do not want to 

emasculate this bill. I think this is an oversight and ought 
to be corrected. On page 41 is where we treat the problem 
of the seamen. I am not disclosing any secret when I say 
we had a battle over this. We agreed on the proposition 
largely upon the argument made by the gentleman, to which 
I subscribed. I say that when an alien is working across a 
lathe from an American citizen in an American factory he 
ought to have exactly the same rights and the same protec­
tion as his fellow workers; but when you get Into an in­
dustry like that employing seamen, the situation Is differ­
ent. The situs of the employment in one case is fixed while 
In the other it is shifting, taking the employee often into 
foreign lands and over the Seven Seas. That is the occupa­
tion that give~s us the most trouble from an immigration anid 
labor standpoint. They go from place to place and have no 
home. The question of the administration of this law to 
take care of them will be tremendously diifferent from the 

the United States. The gentleman knows that has all beenI administration of a law that takes care of the man who 
threshed out In the committee. The gentleman knows very I works in Detroit for Mr. Ford or somebody else. 
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Let us look at page 36. You cannot lose anything if a few 

words are inserted in there. Let me read the amendment 
that I think will solve this problem and see if the gentle-
man will not agree with me. If he does not agree with me, 
of course. I realize that we might not be able to win our 
contention, because the policy is to not emasculate this bill 
and I shall adhere to that. Still it is unwise to be so pride-
ful as not to yield to an amendment that will manifestly 
improve the bill. 

What would the gentleman say if we struck out the words 
in the third line on page 36, "for the person", and inserted the 
following: "of an American citizen"? And in line 4, struck 
out the words "Irrespective of citizenship or residence of 
either", so that the language would be In lines 3 and 4, on 

page 6?-lIg.]
December 31. 1939. by an employee of an American citizen or

corporation or partnership employing him (A). 
I would be perfectly willing to recede from my objection if 

the gentleman would accept an amendment like that. Let 
him be an American employer, so we will have a truthful and 
Proper report miade to our Social Security Board in Washing-
ton, and so that we may have somebody that we can hold 
responsible. Then let the crew be whatever it may be. Why 
not put that in? 

Mr. BUCK. Will the gentleman Yield? 
Mr. JENKINS of Ohio. I yield to the gentleman from 

California. 
Mr. BUCK. The effect of the amendment which the gentle-

man suggests would be to prohibit any employee now in coy-
ered employment, who Is working for an alien inside the 
United States as well as on a ship from receiving any benefits 
under this act. 

Mr. JENKINS of Ohio. I do not agree with the gentleman.
Mr. BUCK. It would. That covers both provisions. 
Mr. McCORMACK. I know the sincerity of my friend on 

the commnittee. I am fearful, however, if an amendment like 
that is adopted you are going to give the alien In the United 
States operating ships an advantage over an American oper-
ating ship because the American operator will have to pay 
the pay-roll tax and the other fellow will not, 

Mr. JENKINS of Ohio. This is the point I am trying to 
cover, and I will leave it with you again. Here is a man in 
New York who is an importer. He is an importer of fish or 
something that comes from the waters of Australia or way 
cut in midocean in the Pacific. He can employ a Japanese or 
a Portuguese or anybody else in the world to operate a ship 
out there, who will have an exclusive Japanese crew, and he 
can employ them for years and years and maybe never see 
them or know anything about them except that they, are 
catching fish for his boats which come along periodically and 
accept their catch, or he may employ nobody but Japs. 

Mr. BUCK. Now, wait a minute. 
Mr. JENKINS of Ohio. He might involve us by his far-

flung activities in all kinds of trouble, war troubles maybe,
and fishing boundary troubles, and many other controversies. 

Mr. BUCK. He cannot. The gentleman knows very well 
that under tne maritime acts that is impossible. The num-
ber of aliens that can be employed is strictly limited, and the 
number is decreasing all the time; there is no question about 
that. 

Mr. CARLSON. Mr. Chairman, will the gentleman yield? 
Mr. JENKINS of Ohio. I yield to the gentleman from 

Kansas. 
Mr. CARLSON. That is the point I am trying to make, 

and this section does not cover that. An American citizen can 
hire a crew that is 100 percent foreign, I do not care what 
nationality it may be. 

Mr. SIROVICIL. He cannot do that according to the law. 
Mr. CARLSON. Read the bill, 
Mr. smROVICH. Let me tell the gentleman something. I 

know a lot more about the law than the gentleman does. 
Mr. JENKINS of Ohio. The gentleman cannot be right,
Mr. sIROVICH. Let me explain, 
Mr. JENKINS of Ohio. I know what the gentleman has in 

mind, but the gentleman cannot be right when he says that 
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every man that works on a registered boat Is an American,
citizen, because that izs not right. 

Mr. BUCK. Is the gentleman referring to me? 
Mr. JENKINS of Ohio. No; I meant the gentleman from 

New York. 
[Here the gavel felU. 
The CHAIRMvAN. The question is on the amendment 

offered by the gentleman from Kansas iMr. CAmLSNI. 
The question was taken; and on a division (demanded by

Mr. CAILsoN) there were--ayes 24, noes 59. 
So the amendment was rejected. 
Mr. ALEXANDER. Mr. Chairman. I make the point of 

order that a quorum is not present.
The CHAIRMAN. The Chair will count. [After count-

One hundred and four Members are present, a quo­
llJmfl

Mr. CARLSON. Mr. Chairman, I offer an amendment. 
The Clerk read as follows: 
Amendment offered by Wr.CAsxsoNe: On page 41, beginn~ing In 

line 13. strike out lines 13 to 20, inclusive. 
Mr. CARLSON. Mr. Chairman, I hesitate to take the time 

of the Committee so late in the afternoon, but I ask anyone-
I ask the gentleman from California or anyone else--to deny
the fact that American citizens, individually, collectively, or 
as a corporation, can hire a foreign-owned ship with a 100 
percent foreign crew, with not an American sailor on It, 
and that these men will come under the old-age insurance 
provisions of this act? 

Mr. DINGELL. Mr. Chairman, will the gentleman yield? 
Mr. CARLSON. I yield.
Mr. DINIGELL. I would like to ask the gentleman whether 

he would want an American citizen--
Mr. CARLSON. Wait a minute. 
Mr. DINGEL.TT Just let me answer the gentleman's 

question. 
Mr. CARLSON. Then answer It. 
Mr. DINGELL.. An American citizen has the privilege of 

hiring a foreign vessel now. 
Mr. CARISON. Surely. I am for it. Let hins hire all he 

wants. 
Mr. DINGELLT. The gentleman wants to bring them into 

competition with American vessels whose seamen come under 
the act. If he does that, he will be helping to destroy our 
merchant marine. 

Mr. CARLSON. I am opposed to the United States putting
these foreigners under the old-age Insurance provisions, and 
these foreignerli are being hired now. 

Mr. DINGELT. You cannot stop them from hiring-foreign 
vessehls 

Mr. JENKIS of Ohio. If the gentleman's amendment is 
adopted, you will stop it. 

Mr. CARLSON. If you adopt this amendment, you will 
take this section out, and it will be all right, That is what 
the Congress ought to do. 

Mr. DINGELLT. You wifi destroy the American merchant 
marine if you do that. 

Mr. CARLSON. The section In which the gentleman is 
Interested is on page 36. If you will strike this out, I will not 
move to strike that out. This section ought to come out, and 
I say that in all seriousness. 

I ask the gentleman from California [Mr. Bucic] If he will 
not tell the House if I have not stated the facts on this 
amendment? 

Mr. BUCK. Of course, the gentleman realizes the fact 
that vessels that are documented or numbered under the 
laws of any foreign country-

Mr. CARLSON. Or without any, country.
Mr. BUCK. Without any country? The number of those 

Is so negligible that it does not amount to anything, in the 
first place. Second, you have the competitive situation to 
consider in there. The people who are brought under this 
act, if they are brought under ft, will be paying the pay-
roil tax. 

Mr. CARLSON. I just want to say that no one has yet
taken the floor and said that I have not stated the far-+& 
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As long as we have millions of American citizens who are not 
under this old-age insurance provision and receiving the 
protection of this Government, I for one will absolutely not 
stand on this floor and permit this bill to go through with-
out my vote being cast against it. If this Congress does 
what I believe It ought to do. it will strike this section out. 

Mr. JENKINS of Ohio. Mr. Chairman, will the gentleman 
yield? 

Mr. CARLSON. I yield to the gentleman from Ohio. 
Mr. JENKINS of Ohio. I think the gentleman will agree 

with me on this proposition, that neither of us who have 
been taking the burden of this responsibility here is opposed 
to any of these programs. 

Mr. CARLSON. No. 
Mr. JENKINS of Ohio. why cannot these astute gentle-

men on the majority side come In tomorrow with an amend-
ment that will clarify this situation? Let us take care of 
it and see to It that nobody in this country can employ an 
entirely foreign outfit. That Is liable to involve us in any-
thing, 

You cannot tell what they will do. What Is the use of 
putting our liberties and lives and the safety of our Republic 
in the hands of somebody we do not know a thing about 
and somebody that does not owe us any allegiance whatever. 

[Here the gavel fell. 
Mr. DINGELL. Mr. Chairman, I rise in opposition to the 

amendment, 
Mr. Chairman, this proposal was thoroughly and completely 

threshed out in committee. This is a rather poor time to be 
again dragging this matter out when in the maze of all the 
discussions of the past many of the members of the committee 
are somewhat handicapped to give the proper kind of repll 
to statements made at this time, but I will say to the gentle-
man that insofar as this provision is concerned, the commit-
tee has considered the matter very thoroughly, and it was 
decided that the American merchant marine and the Ameri-
can worker and the American businessman in the merchant 
marine business would suffer a handicap if this provision were 
not made, 

Now, I think some of us along the Great Lakes and along 
the seacoast are interested in the seamen and we are inter-
ested In shipowners, and I do not believe we are trying to seUl 
these people "down the river." 

It is not necessary that someone from Kansas or Oklahoma 
protect the maritime interests of this country. 

This matter has been thoroughly and completely threshed 
out, and so far as I am concerned it Is a closc:.I matter. I am 
ready to vote on it right now without taking any chances with 
my people back home. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. DINGEILL Yes; I yield, 
Mr. BUCK. I may say that the ranking majority member 

of the Merchant Marine Committee, the gentleman from New 
York [Mr. SIRovxCHI, has just endorsed the bill as the coin-
mittee reported it, and I want to call the attention of my 
Republican friends to the fact that yesterday one of the rank-
ing minority members, Mr. Cumzmw. in interrogating me said: 

May I say that I concur heartily In the gentleman's conclusions 
and statements? Iknow of nothing that will stabilize the offshore 
marine Industry to a greater extent than their placement under 
social security. I think the gentleman's committee has doue a
cplendid job In this particular and I agree with the gentleman's
reasoning in full. 

The gentleman from New York [MN1r. CuLKnrl is the rank-
ing Republican member on the Merchant Marine Committee 
next to the gentleman from California [Mr. WELCH], and I 
may say that this is not a partisan proposition. It is a ques-
tion of trying to build up and make secure our workmen who 
are in the maritime industry. 

Mr. McCORMACK. Mr. Chairman, will the gentleman 
yield? 

Mr. DINGELL. I yield. 
Mr. McCORMACK. The gentleman from Kansas [r 

CARiLSON] places himself in a rather embarrassing position. 
If his amendment is agreed to and this paragraph is stricken 
out, It means that an American or a resident of the United 
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States can obtain, through negotiations or otherwise, a for­
eign vessel and not pay the pay-roil tax. That foreign vessel 
is under his control and that is permissible by maritime law. 

T1his is a condition we have to meet with ways and means, 
because that vessel is competing with American vessels, yes­
sels owned by Americans and manned by Americans, and comn­
peting for the transportation of goods, and yet we are giving 
that man, a resident of the United States, a competitive ad­
vantage over other Americans, and this provision. of neces­
sity, is aimed at meeting that situation. 

I have no controversy with my friend about what he has in 
mind, but that condition must be met by other legislation, 
We are confronted with a condition and in order to meet that 
condition so that one will not be given an advantage over 
another, we have to draft this particular paragraph, and the 
elimination of the paragraph would work to the disadvantage 
of the Americans who are subject to the law. 

[Here the gavel fell.] 
The CHAIRMAN. The question is on the adoption of the 

amendment offered by the gentleman from Kansa [Mr. 
CARLsox]. 

The question was taken; and on a division (demanded by 
Mr. CARLSON) there were-ayes 39, noes 50. 

So the amendment was rejected. 
Mr. ALEXANDER. Mr. Chairman, I suggest the absence 

of a quorum in view of the fact we have only 89 Members 
voting, and I make the point of order there is not a quorum 
present. 

The CHAIRMAN. The gentleman from Minnesota makes 
the point of order there is not a quorum present. The Chair 
will count. [After counting.] One hundred and ten Mem­
bers are present, a quoirum. 

Mr. HALL. Mr. Chairman, I ask unanimous consent to 
extend my own remarks at this point in the RECORD. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from New York? 

There was no objection. 
Mr. HALL Mr. Chairman, many proposals have been put 

forward here today to increase Federal contributions on con-
side~rations and arguments that appeal strongly to the heart-
the more rapid amelioration of the condition of the aged by 
making it possible for them to receive more in the way of 
old-age assistance under State plans than they are now 
getting. 

But the philosophy of such proposals goes beyond its bare 
objective. While the direct and immediate effect would only 
be to force a greater contribution by the Federal Govern­
ment for every dollar paid out by the States for the assist­
ance of the aged, we would be inaugurating a marked de­
parture in the policy we have been following in grants-in-aid 
to the States, covering not only social-security Items but a 
vast number of other subjects. 

The field of Federal subsidies to the States is ever enlarg­
ing. The 50-50 matching principle, while admittedly without 
any scientific basis, nevertheless operates on those things 
which at least up to the present time are conceded to be 
responsibilities and duties and subjects of State government. 
It has been applied generally to those adventures in Federal 
aid to the States which seem to be persuaded as worth while 
and wholesome cooperative steps. That in the main is the 
theory although in its application there are great short­
cmnsadeiswihIhp oedywl ecretda 
cmnsadeiswihIhp oedywl ecretda 
part of a study that will be given to the whole policy of the 
Federal grant-in-aid system and Its results. 

These aids to the States, until the advent of the Social 
Security Act, have generally not covered social objectives 
with the exception of such items as maternity and infancy 
care, and social-hygiene extension. Their cost, with the 
exception of the highway construction program, has not been 
great in comparison with the sort of appropriation figures to 
which we have now become accustomed. In the mand these 
grants-in-aid items have been limited to such things as 
building forest trails, highway construction, vocational and 
r~ehabilitation work, employment service,agcutrleen 
sion work, and so forth. In general they have not been 
directed to the redressing of social conditions. 
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But with the advent of the Social Security Act the field of 


Federal grants-in-aid has become greatly broadened, and 

these Programs now run into the hundreds of m-illions of 

dollars. 


In enlarging the Federal-aid field, however, we have straight
along insisted that the States match furrow with furrow; that 
for every dollar contributed by the Federal Treasury a dollar 
be contributed by the treasury of the State. 

The Proposals to increase the Federal contribution would 
Scuttle that principle. It would force farther open the door 
of Federal participation until we reach the day when the Fed-
oral Treasury would be assumning the entire expense for assist-
ance to the aged and where the States would not be paying a 
dime for the care and support of the aged in their own~ 

bordrsduring
borders.Board's

This amendment is urged on the plea of poverty of the 
States. We are told that they are unable to give the aged 
Peoples within their borders more than-they are now giving 
and that therefore the Federal Government must come to 
their rescue. They are holding out the tin cup.

But it is not alone the destruction of the 50-50 matching 
prinipl inthecas s ivoled.Ifofo~dageassitane tat 

we adopt the principle in this Instance, it will not be long
before we shall be asked, also In the name of poverty of the 
States, to apply it to every other Instance of existing and 
future grant-in-aid policy. Establish a precedent, give it 
some age, and you establish wisdom! 

If we adopt any matching principle other than the present 
we werewilandSurly50-5 pln, inaly e ca cofi- (2) Payment of unemployment compensation solely through50-5 Pln,wewerewilinaly andSurly e ca cofi-public employment offices or such other agencies as the Board m~ay

dently expect that it will be applied to vocational and rehabil-
itation grants-in-aid; that it wifl be applied to highway con-
struction, that the greater Federal contribution will be given 
to our cooperative programs touching all of the subjects now 
on the 50-50 matching basis. 

I admit that the States alone are not to blame for the rapid
extesio oftherans-i-aidpolcy.provisionsextesio oftherans-i-aidpolcy.Act),

Much of the stimulus for It has been supplied by the Na-
tional Government, particularly In the last 7 years. Whether 
done under the guise of national emergency or wehrwwhethr we
like to admit or not, the process has been one of steady nation-
alization of local governmental functions, of control by Wash-
Ington. Wherever the Federal dollar has gone There has been 

promssoyor he Sate ~nte tosig,attached to it a poisr oefrteSae osgta
In consideration of that dollar they will do as they are told 
to do. 

In those cases of national stimulus of the policy, in the ex-
tension of the bribe dollar to the States, the latter have shown 
little reluctance In resisting the Imposition of the Federal 
controls that accompanied it. They have eagerly reached 
out for more and more and discounted the evils that would 
follow, 

We are Pauperizing the States, pauperizzing their sovereign-
ties, through the bribe of the Federal matching dollar. ]For 
the gold they can get seemingly many are willing to barter 
their rights and to submit meekly to the dictation of an ever-
growing bureaucracy in Washington. The Federal matching

dollrteirpalteshs tckld nd heyarecomng ackfordollrteirpalteshs tckld nd heyarecomng ackfor 
moreand ore.excess 

With respect to the general subject before us, of assistance 
to the aged, I am in favor of a $20 contribution by the Fed-
eral Government but only on the condition that the States 
match dollar for dollar. If we are to get in time a maxi-
mum of $40 monthly for old-age assistance we will only get 
it by the insistence that the States match the Federal con-
tributlon dollar for dollar. 

As I view this proposition, the adoption of any other match-
Ing principle would mark the beginning of a break-down alJ 
along the line of the Present 5D-50 principle. It is vital that 
this tendency be resisted, in view not only of the cooperative

arragemntsnown te satut boks ut o th cotlyarragemntsnown te satut boks ut o th cotly
schemes that have been presented to the Congress touching 
the public education and national public health programs,
which would commit the Federal Government, on a coop-theexpndiureofcratve asi, t imdrds nd undeds

theexpndiureofcratve asi, t undrds nd undeds 
of millions of dollamg 
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If we do not resist further encroachments on the TreasUry

under the matching provisions, the bureaucracy of Washing­
ton will absorb not only State duties and responsibilities but 
the sovereignty of the States will be ravished and we shall bO 
contributing to the complete break-down of our present Fed­
eral system. 

The Clerk read as follows: 
Trn= M-AvENIDmEwrs To TrrLE MI or THE SocIL SEcukrIT ACT 

S~c. 301. Section 302 (a) of such act to amended to read as 
follows: 
of(a.) The Board shall from time to time certify to the Secretaryofthe Treasury for payment to each State which has an unenmploy­
ment compensation law approved by the Board under the Federal 
Unemployment Tax Act. such amounts as the Board determines tO 
be necessary for the proper and eilicient administration of such law 

the fiscal year for which such payment is to be made. TheOdetermination shall be based on (1) the population of the 
State; (2) an estimate of the number of persons covered by the 
State law and of the coat of proper and efficient administration of 
such law: and (3) such other factors as the Board finds relevanLThe 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." 

SEC. 302. Section 303 (a) of such act Is amended to read as 
(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 the Federal Unemployment Tax Act, Includes provision 
for­'(l) 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 reasonably calculated to insure full pay­
ment of unemployment compensation when due; and 

approve; and 
"1(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 receired In the unemployment
fund of such State (except for refunds of sums erroneously paid 
into such fund and except for refunds paid In accordance with the 

of section 1606 (b) of the -Federal Unemployment ftaxImmediately upon such receipt, to the Secretary of the Tress­
ury to the credit of the unemployment trust fund established by
section 904; and 

"(5) Expenditure of all money withdrawn from an unemploy­ment fund of such State, in the payment of Unemployment Comn­
pensation, exclusive of expenses of administration, and for re­
funds of suims erroneously paid into such fund an'd refunds paid 
in accordance with the provisions of section 1608 (b) of the 
Federal Unemployment Tax Act; 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 verificationof such reports; and

'(7) Making available upon request to any agency of the United 
States charged with the administration of public works or assist­
ance through public employment, the name, address, ordinary
occupation, and employment status of each recipient of unem­ployment compensation, and a statement of such recipient's
rights to further compensation under such law; and 

"(8) Effective -July 1, 1941. the expenditure of all moneya re­
ceived pursuant to section 302 of this title solely for the purposesand In the amounts found necessary by the Board for the properand efficient administration of such State law; and 

"(9) Effective July 1. 1941, the replacement, within a reasonable 
time, of any moneys received pursuant to section 302 of this title. 
Which, because of any action or contingency, have been lostor have been expended for purposes other than, or In amounts in 

of. those found necessary by the Board for the proper
administration of such State law.' 
TT= IV-Amimmmwrr To Txrrz IV or run SocIA&L Smcuarrr Acr 

SEC. 401. (a) Clause (5) of section 402 (a) of such act Is 
amended to read as follows: "1(5) provide such methods of ad­mainistration (other than those relating to selection, tenure ofoffice, and compensation of personnel) as are-found by the Board 
to be necessary for the proper and effcient operation of the plan.' 

(b) Effective July 1, 1941. section 402 (a) of such act Is furz­
ther amended by inserting before the period at the end thereof asmicolon and the following new clauses: "1(7) provide that the
Setate agency shall, In determining need, take Into consideration 
any other income and resources of any child claiming aid to de­
pendent children: and (8) provide safeguards which restrict the 
use or disclosure of information concerning applicants andrecipients to purposes directly connected with the administration 
of aid to dependent children." 

SEc. 402. (a) Effective January 1. 1940. subsection (a) of section 
403 of such act is amended by striking out "one-third" and Inset..
Ing In lieu thereof "one-half', and paragraph (1) of subsection (b)
of such section Is amended by striking out -t'wo-thirds' and 
Insertirg In lieu thereof "one-hall" 
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(b) Effective January, 1, 1940, paragraph (2) of section 403 (b)

of such act is amended to read as follows: 
"'(2) The Board sball then certify to the Secretary, of the 

Tr~easury the amount so estimated by the Board. (A) 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.
and (B) ieduced by a suim equivalent to tl'e pro rata share to 
which the United States is equitably entitled, as determined by 
the Board, of the net amount recovered during any prior quarter
by the State or any political subdivision thereof with respect to 
nild to dependent children furnished under the State plan; except 
that such increases or reductions shall not be made to the extent 
that such sums have 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.'

SEc. 403. Section 406 (a) of such act lb amended to read as 
follows: 

-(a) The term 'dependent child' means a needy child under 
the age of 16. or under the age of 18 if found by the State agency 
to be regularly attending school, who has been deprived of 
parental support or care by reason of the death, continued ab­
sence from the home, or physical or mental Incapacity of a parent.
and who is living with his father, mother, grandfather, grand­
mother. brother, sister, stepfather, stepmotber, stepbrother, step­
sL,,,er, uncle, or aunt, in a place of residence maintained by one 
or more of such relatives as his or their own home;'. 

Mr. DOUGHTON. Wr. Chairman, I move that the Com­
mittee do now rise. 

The motion was agreed to. 
Accordingly the Committee rose; and Mr. RAr~umRN having 

assumed the chair ras Speaker pro tempore, Mr. WARREB, 
Chairman of the Committee of the Whole House on the state 
of the Union, reported that that Committee had had under 
consideration the bill H. R. 6635, and haa directed him to 
report that it had come to no resolution thereon. 
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AMENDMENT OF THE SOCIAL SECURITY ACT 
Mr. DOUGH-TON. 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. 6635) to amend the Social Security Act, 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 further 
consideration of the bill H. R. 6635, with M6r. WARREN in the 
chair. 

The cx f te tebll.1410tile red
The lei f te tebll.adjustmentstile red 

The CHAIRMAN. When the Committee rose yesterday 
title IV had been read. As there seem to be no amendments 

to tat wllitle eadth itlClrkV.SEC.toClrktat wllitle eadth itl V~Revenue 
The Clerk read as follows: 
TrTLE V-AmENDMENTS To TrrLE V or' vsE SOcMLL ScUasrrY Ac's 
SEC. 501. Clause (3) of section 503 (a) of such act is amended to 

read as follows: "'(3) provide such methods of administration 
(other than those relating to selection, tenure of office. and com-
pensation of personnel) as are necessary for the prcper and efficient 
operation of the Plan." 

SEC. 502. Clause (3) of section 513 (a) of such act is amended to 
read as folloWs: "(3) provide such methods of administration (other 
than those relating to selection. tenure of office, and compensation
of personnel) as are necessary for the proper and efficient operation
of the plan."

SE~c. 503. Section 531 (a) of such act is amended by striking out 
"$1,933,000" and inserting in Uieu therecf '$2,938,000."1 

7,ra VIAMENMENSTHEINTNALREVEUET ODE 
'TITE V-Au~oME'vsTOITE5AL ~t~EUEHE ODE 

SEC. 601. Section 1400 of the Internal Revenue Code Is amended to 
read as follows: 

.,InCadditio to othe taxes. hr hl~elvecletd n 
.. I aditin o saHbe olectd, ndohertaxsthee evid,

paid upon the income of every individual a tax equal to the follow-
ing percentages of the Wages (as defined In sec. 1426 (a)) received 
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bv him after December 31. 1936, with respect to employment (ts
defined In sec. 1426 (b) ) after such cdate:

-(1) With respect to wages reteived during the calendar years 
1929. 1940. 1941. and 1942. the rate shall be 1 percent. 

",(21 With respect to wages received during the calendar years
1943. 1944. and 1945. the rate shall be 2 percent. 

'13) With respect to wages received during the calendar years
1946. 1947. and 1948. the rate shall be 2 1 percent.

"(4) With respect to wages received after December 31. 1948. the 
rate shall be 3 percent."

SEC. 602. Section 1401 (c) at the Internal Revenue Code Is 
amended to read as follows: 

"(c) Adjustments: If more or less; than the correct amount of tax 
imposed by section 1400 Is paid with respect to any payment of 
remuneration, proper adjustments, with respect bcth to the tax and 
the amount to be deducted, shall be made, without Interest, In such 
manner and at such times as may be prescribed by regulations made 
under this subchapter."

SEC. C03. Part I of subchapter A of chapter 9 of the Internal Reve­
nue Code Is amended by adding at the end thereof the following 
new section: 

"SEc. 1403. Receipts for employees.
`(a) Requirement: Every employer shall furnish to each of his 

employees a written statement or statements, In a form suitable for 
retention by the employee, showing the wages paid by him to the 
employee after December 31. 1939. Each statement shall cover a 
calendar year. or 1. 2, 3. or 4 Calendar quarters, whether or not 
within the same calendar year. and shall show the name cf the 
employer, the name of the employee, the period covered by the 
statement, the total amount of wages paid within such period, and 
the amount of the tax impcsed by section 1400 with respect to such 
wages. Each statement shall be furniz-hed to the employee not later 
than the last day of the second calendar month following the period
covered by the statement, except that, if the employee leaves the 
employ of the employer, the final statement shall be furnished oil 
the day on which the last payment of wages is made to the cm­
ployee. The employer may, at his cption. furnish such a statement 
to any employee at the time of each payment of wages to the 
employee during any calendar quarter, in lieu of a statement cover-
Ing such quarter; and In such case the statement may show the 
date of payment of the wavcs in lieu of the period covered by the 
statement. 

`(b) Penalty for failure to furnish: Any employer who willfully,
fails to furnish a statement to an employee in the manner, at the 
time, and showing the information, required under subsection (a).
shall for each such failure be subject to a civil penalty of not more 
than $5."' 

SEC. 604. Section 1410 of the Internal Revenue Code Is amended 
to read as follows: 

'SEC. 1410. Rate of tax. 
"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 1426 (a)) 
paid by him after December 31. 1936. with respect to employment
(as defined in sec. 1426 (b)) after such date: 

"(1) With respect to wages paid during the calendar years 1939, 
1940. 1941. and 1942. the rate shall be 1 percent."(2) With respect to wages paid, during the calendar years 1943,
1944. and 1945. the rate shall be 2 percent. 

"(3) With respect to wages paid during the calendar years 1946, 
1947. and 1948. the rate shall be 2!j percent. 

"(4) With respect to wages paid alter December 31. 1948, the rateshall be 3 percent.",
SEC. 605. Section 1411 of the Internal Revenue Code Is amended 

to read as follows: 
"SEC. 1411. Adjustment of tax. 
"If more or less than the correct amcunt of tax imposed by section

is paid with respect to any payment of remuneration, proper
with respect to the tax shall be made, without Interest. 

In such manner and at such times as may be prescribed by regula­
tions trade under this subchapter.'­

606. Effective January, 1. 1940, section 1426 of the internal
Code is amended to read as follows:
 

VSEC.1426. Definitions.
 
"When used In this subchapter­
`(a) WVages: The term 'wages' means all remuneration for employ­

ment. including the cash value of all remuneration Paid In any 
medium other than cash: except that such terma shall not include­
m"(1) That part of the remuneration which, alter remunerat~on 
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 wsth respect to employment during 
such calendar year;

"(2) The amount of any payment made to. or on behalf of. an, 
employee under a Plan or system established by an employer
whichl maktes provision for his employees generally or for a class or 
classes of his enirloyees (including any amount paid by an em­
ployer for insurance, or into a fund, to provide for any such 
payment), on account of (A) retirement, or (B) sickness or acci­
dent disability, or (C) medical and hospitalization expenses iB 
connection with sickness or accident disability;, 

"(3) The payment by an employer (without deduction from than
remuneration of the employee) (A) of the tax imposed upon ati 
employee under section 140~0 or (B) of any payment required frozm 
an employee under a State uynemployment compensation law; or 
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(4) Dismissal payments which the employer is not legally re-

quired to manke. 
"(b EmPlOYmENT: The term 'employment, means any service 

performed prior to January 1. 1940. which was employment as 
defined In this section prior to such date, and any service, of what-
ever nature, performed sfter December 31. 1939. by an employee for 
the person employing him. irrespective of the citizenship or resi-
dence of either. (A) within the United States, or (B) on or in 
connection with an American vessel undcr a contract of service 
which is entered into within the United States or during the 
porformance of which the vessel touches at a port in the United 
States, if the employee is employed on and in connection with such 
vessel when outside the United States, except-

"I 1) Agricultural labor (as defined in subsection (i) of this 
section); 

"(2) Domestic service in a private home, local college club, or 
local chap~ter of a college fraternity or sorority; 

"1(3) Casual labor not in the course of the employer's trade or 
business; 

"1(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 21 In the employ of his father or mother; 

"1(5) Service performed on or in connection with a vessel not an 
American vessel by an employee, if the employee is employed on 
and In connection with such vessel when outside the United 
States; 

"(6) Scrvice performed In the employ of the United States Goy-
ermient. or of an instrumentality of the United States which is 
(A) wholly owned by the United States, or (B) exempt from the 
taxes imposed by section 1410 by virtue of any other provision of 
law;

"(7) Service performed in the employ of a State. or any polltical 
subdivision thereof, or any instrumentality of any one or more 
of the foregoing which Is wholly owned by one or more States or 
political subdivisons; and any service performed in the employ of 
any Instrumentality of one or more -Statesor political subdivisions 
to the extent that the instrumentality is. with respect to such 
rervice, Immune under the Constitution of the United States from 
the tax Imposed by section 1410;

"(8) Service performed in the employ of a corporation, corn-
mrunity chest, fund, or foundation, organized and operated ex-
elusively for religious, charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to children or animals, 
no part of the net earnings of which inures to the benefIt of any
private shareholder or individual, and no substantial part of the 
activities of which is carrying on propaganda, or otherwise at-
temapting, to In'fluence legislation;

"1(9) Service performed by an individual as an employee or em-
ployre representative as defined in section 1532; 

"(10) (A) Service performed in any calendar quarter in the em-
ploy of an organization exempt from Income tax under section 
101. If-

"(I) the remuneration for such service does not exceed $45, or 
"(ii) such service is in connection with the collection of dues 

or premiums for a fraternal beneficiary society, order, or asso-
ciaticn. and is performed away from the home office, or is ritualistic 
service in connection with any such society, order, or association, or 

"(iii) such service is performed by a student who is enrolled 
and is regularly attending classes at a school. college. or university; 

1(B) Service performed in the employ of an agricultural or 
horticultural organization;

"1(C) Service performed in the employ of a voluntary employees'
beneficiary association providing for the payment of life, sick. 
accident, or other benefits to the members of such association or 
their dependents, If (I) no part of its net earnings inures (other
than through such payments) to the benefit of any private share- 
holder or individual, and (ii) 85 percent or more of the Income 
consists of amounts collected from members for the sole purpose of 
making such payments and meeting expenses;

"(D) Service performed in the employ of a voluntary employees'
beneficiary association providing for the payment of life, sick, 
accident, or other benefits to the members of such association or 
their dependents or designated beneficiaries, If (i) admission to 
membership in such association is limited to individuals who are 
employees of the United States Government, and (ii) no part of 
the net earnings of such association Inures (other than through
such payments) to the benefit of any private shareholder or Indi-
vidual; 

"(E) Service performed in any calendar quarter in the employ of 
a EChool,. college, or university, not exempt from Income tax under 
section 101. if such service Is performed by a student who Is en-
rolled and is regularly attending classes at such school, college, or 
university, and the remuneration for such service does not, exceed 
$45 (exclusive of room. board, and tuition);

"(11) Service performed In the employ of a foreign government
(including service as a consular or othcr officer or employee or a 
rnondiplomratlc representative); or 

"(12) Service performed In the employ of an Instrumentality
wholly owned by a foreign government-

"()If the service is of a character similar to that performed In 
foreign countries by employees of the United States Government or 
of an instrumentality thereof; and 

"(B) If the Secretary of State shall certify to the Secretary of the 
Treasury that the foreign government, with respect to whose instru-
mentality and employees thereof exemption is claimed, grants an 
equivalent exemptIon with respect to similar service performed in 
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the foreign country by employecs of the United States Government 
and of instrumentalities thercof; 

"(13) Service performed as a student nurse in the employ of a 
hospital or a nurses' training school by an lndividual who Is en­
rolled and is regularly attending classes in a nurses' training school 
chartered or approved pursuant to State law; and service performed 
as an interne in the emnploy of a hospital by an individual who has 
completed a 4 years' course In a medical school chartered or 
approved pursuant to State law. 

"(C) Included and excluded service: if the services performed 
during one-half or more of any pay period by an employee for the 
person employing him constitute employment, all the services of 
such employee for -such period shall be deemed to be employment. 
but if the servicz's performed during more than one-half of any 
such pay period by an employee for the person employing him do 
not constitute employment, then none of the -services of such em­
ployee for such period shall be deemed to be employment. As used 
In this sul:secticn. the term 'pay period' means a period (of not 
more than 31 consecutive days) for which a payment of remunera­
tion is ordinarily made to the employee by the person employing 
him. This subsection shall not be applicable with respect to Eerv-
Ices performed for an employer in a pay pericd. where any of such 
service is excepted by paragraph (9) of subsection (b). 

"1(d) Employee: The term 'employee' includes an officer of a cor­
poration. It also includes any Individual who, for remuneration 
(by way of commission or otherwise) under an agreement or agree­
mnentzs contemplating a series of similar transactions, secures appli­
caticns or crciers or otherwise personally performs services as a 
salesman fcr a person In furtherance of such person's trade or busi­
ness (but who is not an employee of such person under the law of 
master and servant); unless (1) such services are performed as a 
part of such individual's busincss as a broker or factor and, in fur­
therance, of such business as broker or factor, similar services are 
performed for other persons and one or more employees of such 
broker or factor perform a substantial part of such services, or (2)
such services are casual services not in the course of such indi­
viduial's principal trade, business, or occupation.

"(e) Employer: The term 'employer' includes any person for 
whom an individual performs any service of whatever nature as his 
employee.

"(f) State: The term 'State' includes Alaska, Hawaii, and the 
District of Columbia, 

-(g) Person: The term 'person' means an individual, a trust or 
estate, a partrnersleip. or a corporation,

"(b) American vessel: The term 'American vessel' means any
vessel documented or numbered under the laws of the United 
States; and includes any vessel which Is neither documented or 
numbered under the laws of the United States nor documented 
under the laws ,of any foreign country, if its crew is employed
solely by one or more citizens or residents of the United States 
or corporations organized under the laws of the United States or 
of any State. 

"(i) Agricultural labor: The term 'agricultural labor' Includes 
all services performed­

"(1) On a farm, in the employ of any person, In connection with 
cultivating the soil, or in connection with raising or harvesting 
any agricultural or horticultural commodity. Including the raising,
feeding, and management of livestock, bees, poultry, and fur-
bearing animals. 

"(2) In the employ of the owner or tenant of a farm, In connec­
tion v.ith the operation, management, or maintenance of such 
farm, if the major part of such service is performed on a farm, 

"(3) In connection with the production of harvesting of maple
sirup or maple sug-ar or any commodity defined as an agricultural
commodity in section 15 (g) of the Agricultural Marketing Act, as 
amnendled, or in connection with the raising or harvesting of mush­
rooms, or in connection with the hatching of poultry, or in con­
nection with the ginning of cotton, 

"(4) In handling, drying, packing, packaging, processing, freez­
ing. grading, storing, or delivering to storage or to market or to a 
carrier for transportation to market, any agricultural or horticul­
tural commodity; but only if such service is performed as an inci­
dent to ordinary farming operations or, In the case of fruits and 
vegetables, as an incident to the preparation of such fruits or 
vegetables for market. The provisions of this paragraph shall not 
be deemed to be applicable with respect to service performed In 
connection with commercial canning or commercial freezing or in 
connection with any egricultural or horticultural commodity after 
its delivery to a terminal market for distribution for consumption.

'As used in this subsection, the term 'farmn' Includes stoic, 
dairy, poultry, fruit, fur-bearing animal, and truck farms, planta­
tions. ranches, nurseries, ranges, greenhouses, or other similar 
structures used primarily for the raising of agricultural or horti­
cultural commodities, and orchards." 

SEc. 607. Subchapter A of chapter 9 of the Internal Revenue 
Code is amended by adding at the end thereof the following new 
section: 

"Ssc. 1432. This subchapter may be cited as the 'Federal Insur­
ance Contributions Act,"'" 

SECc. 608. Section 1600 of the Internal Revenue Code is amended 
to read as follows: 

"SEc. 1600. Rate of tax. 
"~Every employer (as defined In section 1607 (a)) shall pay for 

the calendar year 1939 and for each calendar year thereafter an 
excise tax, with respect to having Individuals In his employ, equal 
to 3 percent of the total wages (as defined in section 1607 (b)) 
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Paid by him during the calendar year with respect to employment 
(as dellncd in section 1607 (c) ) after December 31, 1938." 

SEC. 609. Section 1601 of the Internal Revenue Code Is amended 
to read as follow: 

.:SEC. 1601. Credits against tax. 
"(a) Contributions to State unemployment funds.-
"(1) The taxpayer may. to the extent provided in this subsection 

and subsection (c). credit against the tax Imposed by section 1600 
the amount of contributions paid by him into an unemployment 
fund maintained during the taxable year under the unemploy-
meat compensation law of a State which is certified for the tax-
able year as provided In section 1603. 

"(2) The credit shalli be permitted against the tax for the tax-
able year only for the amotumt of contributions paid with respect 
to such taxable year.

"(3) The credit against the tax for any taxable year shall be 
permitted only for contributions paid on or before the last day 
Upon which the taxpayer is required under section 16041 to file a 
return for such year: except that credit shall be permitted fcr 
contributions paid after such last day but before July 1 next fol-
lowing such last day. but such credit shall not exceed 90 percent 
of the amount which would have been allowable as credit on ac-
count of such contributions bad they beer paid on or before such 
last day. The preceding provisions of th.s subdivision shall not 
apply to the credit against the tax of a taxpayer for any taxable 
year If such taxpayer's assets, at any time during the period from 
such last day for filing a return for such year to Juno 30 'next 
follo'ving such last day, both dates inclusive, are in the custody or 
control of a receiver, trustee, or other fiduciary appointed by. or 
under the control of, a court of competent jurisdiction. 

"(4) Upon the payment of contributions into the unemploy-
ment fund of a State which are required under the unemployment 
compensation law of that State with respect to remuneration on 
the basis of which, prier to such payment into the proper fund. 
the taxpayer erroneously paid an amount as contributions under 
another unemployment compensation law, the payment Into the 
proper fund shall, for purposes of credit against the tax, be 
deemed to have been made at the time of the erroneous payment, 
If, by reason of such other law. the taxpayer was entitled tc. cease 
paying contributions with respect to services subject to such other 
law, the payment into the proper fund shall, for purposes of 
credit against the tax. be deemed to have been made on the oate 
the return for the taxable year was filed under section 1604. 

"(5) Refund of the tax (including penalty and Interest collected 
with respect thereto, If any), based on any credit allowable under 
this section. may be made In accordance with the provisions of law 
applicable in the case of erroneous or illegal collection of the tax,

b pad oNo nteestshal alowe o th amuntof nysuch
rofintees salbaloeorpionteaotofny 

"(b) Additional credit: In addition to the credit allowed under
subsctin (),maycreit tx imose byataxaye gaint te 

section 1600 for any taxable year an amount, with respect to the
unemployment compensation law of each State certified for the 

taxale yea as rovdesweekly
taabe.yara povdd in section 1602 (or with respect to any

provisiorit thereof so certified), equal to the amount. If any, by 
which the contributions required to be paid by him with respect
to the taxable year were less than the contributions such taxpayer

wudhave been required to pay if throughout the taxable year he 
woudbesujcunesuhSaelwtaraeo2.pecn. 

"(c) Limit on total credits: The total credits allowed to aLtax-
payer under this subachapter shall not exceed 90 percent of the 
tax against which such credits are allowable." 

Sec. 610 (a) Section 1602 of the Internal Revenue Code Is 
amended to read as follows: 

"1Sac. 1602. Conditions of additional credit allowance. 
"(a) State standards: A taxpayer shall be allowed an additional 

credit under section 1601 (b) with respect to any reduced rate 
of contributions permitted by a State law, only if the Board finds 
that under such law-

..M The total annual contributions will yield not less than an 
amount substantially equivalent to 2.7 percent of the total annual 
pay roll with respect to which contributions are required under 
such law, and 

"(2) No reduced rate of contributions to a pooled fund or to a 
partially pooled account, is permitted to a person (or group of 
persona) having individuals in his (or their) employ except on the 
basis of his (or their) experience with respect to unemployment 
or other factors bearing a direct relation to unemployment risk 
during not less than the S consecutive years immediately preced-
iag the computation date; or 

(3) No reduced rate of contributions to a guaranteed employ-
meat account Is permitted to a person (or a group of persons) 
having individuals in his (or their) employ unless (A) the guar-
anty of remuneration was fulfilled In the year preceding the corn-
putation date: and (B) the balance of such account amounts to 
not less than 2V/2 percent of that part of the pay roil or pay rolls 
for the 3 years preceding the computation date by which contribu-
tions to such account were measured; and (C) such contributions 
were payable to such account with respect to 3 years preceding 
the computation date; or 

"(4) Such lower rate, with respect to contributions to a separate 
reserve account, Is permitted only when (A) compensation has 
been payable from such account throughout the preceding calendar 
year. sand (B) such account amounts to not less than five times 
the largest amount of compensation paid from such account within 
any one of the 3 precading calendar years. and (C) such account 
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amounts to not less than 7%' percent of the total wages payable 
by him (plus the total wages payable by any other emp~loyers who 
may be contributing to such accournt) with respect to employment
In such State in the preceding calendar year. 

"-(5) Effective January 1. 1942. paragraph (4) of this subsection 
Is amended to read as follows: 

- '(4) No reduced rate of contributions to a reserve account Is 
permitted to a Person (or group of persons) having individuals in 
his (or their) employ unless (A) compensation has been payable 
from such account throughout the year preceding the computa­
tion date, and (B) the balance of such account amounts to not 
less than fire times the largest amount of compensation paid from 
such account within any one of the 3 years preceding such date. 
and (C) the balance of such acccunt amounts to not less than 21'j 
percent of that part of the pay roll or pay rolls for the 3 years 
prcceding such date by which contributions to such account were 
measured, and (D) such contributions were payable to such ac­
count with respEct to the 3 years preceding the ccmputation date. 

`(b) Other State standards: Notwithstanding the provisions of 
subsection (a) (1) of this section a taxpayer shall be allowed an 
additional credit under section 1601 (b) with respect to any re­
duced rate of contributions permitted by, a State law if the Board 
finds that under such law­

"(1) the amount In the unemployment fund as of the compu­
tation date equals not less than one and one-half times the highest 
amount pald into such fund with respect to any one of the pre­
ceding 10 calendar years or one and one-half times the highest 
amcunt of compensation paid out of such fund within any one of the 
preceding 10 calendar years. whichever Is the 'greater; and 

"'(2) compensation will be paid to any otherwise eligible Indi­
vidual in accordance with general standards and requirements not 
less favorable to such individual than the following or aubstan­
tially equivalent standards: 

-(A) the individual will be entitled to receive, within a com­
pensation period prescribed by State law of not more than 52 
consecutive weltks a total amount 01' compensation equal to not 
less than 16 times his weekly rate of compensation for a week 
of total unemplcyment or one-third the Individual's total earn-
lags (with respect to which contributions were required Under such 
State law) during a base period prescribed by State law of flat 
less than 52 consecutive weeks, whichever is less. 

"(B) no such individual will be required to have been totally 

unemplcyed for longer than 2 calendar weeks or two periods of 7 
consecutive days each, as a condition to receiving, during the 
compensation period prescribed by State law, the toail amount of 
compensation provided In subparagraph (A) of this subsection. 

"(C) the weekly rates of compensation payable for total unem­
ployment in -suchState will be related to the full-time weekly earn-: 
Ings (with respcct to which contributions were required under such
State law) of such individual during a period prescribed by State 
laan wilotbleshn I$5prekifucfu-tm
weekly earnings were $10 or less, (ii) 50 percent of such full-time 

earnings if they were more than $10 but not more than
$20. and (ii) $15 per week If such full-time weekly earnings were 
mr hnSO n 
mr hn$0 n 

"(0) compensation will be paid under such State law to any
such individual 'whose earnings In any week equal less than sstich 
individual's weekly rate of compensation for total unemployment. 
in an amount at least equal to the difference between such Indi­
vidual's actual earnings with respect to such week and his weekly 
rate of compensation for total unemployment: and 

"'(3) Any varlaticns In reduced rates of contributions, as between 
different peracns havirng individuals in their employ. are per­
mitted only in accordance with the provisions of paragraph (2). 
(3), or (4) of subsection (a) of this section. 

-(C) Certification by the Board with respect to additional credit 
allowance: 

"(1) On December 31 in each taxable year. the Board shall certify 
to the Secretary of the Treasury the law of each State (certified 
with respect to such year by the Board as provided In section 1803) 
with respect to which it finds that reduced rates of contributions 
were allowable with respect to such taxable year only in accord­
ance with the provissions of subsection (a) or (b) of this section. 

"(2) If the Board finds that under the law of a single State (cer­
tified by the Board as provided in section 1603) more than one type 
of fund or account Is maintainen. and reduced rates of contributions 
to more than one type of fund or account were allowable with respect 
to any taxable yiear, and one or more of such reduced rates were 
allowable under conditions not fulfilling the requirements of sub-
Eection (a) or (b) of this section. the Board shrall, on December 31 
of such taxable year, certify to the Secretary of the Treasury only 
those provisions of the State law pursuant to which reduced rates 
of conriblutions were allowable with respect to such taxable year 
under condittons fulfilling the requirements of subsection (a) or 
(b of this section. and shall, In connection therewith, designate the 
kind of fund or account, as defined In subsection (d) of this section, 
established by the provisions so certified. If the Board finds that a 
part of any reduced rate of contributions payable under such law or 
under such provisions Is required to be paid into one fund or 
account and a part into another fund or account, the Board shanl 
make such certification pursuant to this paragraph as it finds will 
assure the allowance of additional credits only with respect to that 
part of the reduced rate of contributions which is allowed under pro-. 
Visions which do fulfill the requirements of subsection (a) or (b) at 
this section. 
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"(3) The Board shiall, vrthln 30 day3 after any State law Is sub-

mltted to It for such purpose, certify to the State agency Its findings 
with respect to reduced rates of contributions to a ty;:e of fund or 
account, as defined in Suteection (d) of this section. which are 
allowable under such State law only in accordance with the p.ov-

Ficins of subsection (a) or (b) of this section. After making such 
findings. the Board shall not withhold its certification to the Secre-
tory of the Treasury of such State law, or of the provisions thereof 
with respect to which such findings were made, for any taxable year 
pursuant to paragraph (I) or (2) of this subsection unless, after 
reasonable notice and opportunity for hearing to the State agency. 
the Board finds the State law no longer contains the provisions 
.specified in subsection (a) or (b) of this section or the State has, 
with respect to such taxable year, failed to comply substantially with 
an~y such provision. 

"(d) Definitions: As used in this section-
(1) Reserve account: The term 'reserve account' means a sEp-

,irate account in an unemployment fund, maintained with respect 
to a prrscn (or group of persona) having individuals in his (or their) 
employ, from which account, unless such account is exhausted, is 
paid all and only cormpersation payable on the basis of services per-
formed for such person (or for one or more of the persons comprising 
the group). 

"(2) Fooled fund: The term 'pooled fund' means an unemploy-
mcnt fund or any part thereof (other than a reserve account or a 
guaranteed employment account) into which the total contribu-
tions of persons contributing thereto are payable, In which all con-
trinbutions are mineled and undivided, and from wvhich compensation 
is payab'e to all individ'jals eligible for compznsition from such fund, 

(3) Partially pooled account: The term 'partially pooled account' 
moans a part of an unemployment fund In which part of the fund 
all contributions thereto are mingled and undivided, and from which 
p-art of the fund compensation Is payable crnly to Individuals to 
whom compensation would be payable from a reserve account or 
from a guaranteed employment account but for the exhaustion or 
tUrmination of such reserve account or of such guaranteed employ-
ment account. Paymenrts from a reserve account or guaranteed 
employment account into a partially pooled account shall not be 
cons'ruedi to be inconsistent with the provisions of paragraph (1) 
or (4) of this subsection. 

"1(4) Guaranteed employment account: The term 'guaranteed 
employment account' means a separate account, In an unemploy-
ment fund, maintained with respect to a person (or group of per-
sons) having individuals in his (or their) employ who, in accord-
once with the provisions of the State law or of a plan thereunder 
approved by the State agency. 

"(A) guarantees in advance at least 30 hours of work, for which 
remuneration will be paid at not lees than stated rates, for each 
of 40 weeks (or if more. 1 weekly hour may be deducted for each 
added week guaranteed) in a year, to all the individuals who are 
in hWs (or their) employ In. and who continue to be available for 
suitable work in, one or more distinct establishments, except that 
any such Individual's guaranty may commence after a probationary 
period (included within the 11 or less consecutive weeks immnedi-
ately following the first week In which the individual renders 
services), and 

"(B) gives security or assurance, satisfactory to the State 
aency. for the fultIllment of such guarantees, from which 
account, unless such account is exhausted or terminated, is paid 
all and only compensation, payable on the basis of services per-
formed for sucll perz-on (or for one or more of the persona compris-
ing the group), to any such Individual whose guaranteed remun-
eration has not been paid (either pursuant to the guaranty or 
from the security or assurance provided for the fulfillment of the 
guaranty) or whos2 guaranty Is not renewed and who Is otherwis3

eligbleforcompnsaionundrth Stte aw.statement 
"(5) Year: The term 'year' means any 12 consecutIve ca.nda

months. 
"()Blac:Tentm'alne' ihrspcsoa eev 

accun o acout,BalceuanTheetermptloyment means theamountrv 
sandingt tor teucrntedi oftemaoumnt ascofn.menmuationudtethe

staningto he acountas f te cmpuatin dte;redt o th 
except that, If subsequent to January 1, 1939. any moneys have 
been paid into or credited to such account other than payments 
thereto by persons having indivaduals in their employ, such terms 
shall mean the amount In such account as of the computation 
date less the total of such other moneys palds Into or credited to 
such account subsequent to January 1, 1939. 

"(7) Computation date: The term 'computation date' means 
the date, occurring at least once In each calendar year and within 
27 weeks prior to the effe-otive date of new rates of contributions, 
as of which such rates are computed. 

"(8) Reduced rate: Thbe term 'reduced rate' means a rate of 
contributions lcwer than the standard rate applicable under the 
State law, and the term 'standard rate' means the rate on the basis 
of which variations therefrom are computed."

(b) The provisions of paragraph (1) of section 1602 (a) of the 
Internal Revenue Code, as amended, shall be applicable to para-
graph (2) of such section only after December 31, 1941, and shall In 
no event be applicable to paragraph (4) of such section in force 
prior to January 1, 1942. 

Sac. 611. Paragraphs (1), (3), and (4) of section 1603 (a) of the 
Internal Revenue Code are amended to read as follows: 

"(1) All compensation is to be paid thr'ough public employ-
ment offices or such other agencies as the Board may approve;

"(3) Aim mcney received In the unemployment fund shall (ex-
cept for refunds Qf sums erroneously paid into such fund and ex-
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ccpt for refunds paid in accordance with the provisions of section 
1606 (bi) immediately upon such receipt be paid over to the Scc-
Meary of the Treasury to the credit of the Unemployment Trust 
Fund establshEd by section 904 of the Social Security Act (49 
Stat. 640: U. S. C.. 1934 ed.. title 42. sec. 1104); 

"(4) All money withdrawn from the unemployment fund sf the 
State shall be used solely in the payment of unemployment corn­
pensaticn. ex~clusive of expenses of administration. and for refunds 
of sums erroneously paid Into such fund and refuncis paid iLi 
accordance wsth the provisions of section 1606 (b)." 

Sc. 612. Secttion 1604 (b) of the Internal Revenue Code Is 
amended to reid as follows: 

"b) Extension of time for filing: The Commissioner may extend 
the time for filing the return of the tax Imposed by this sub­
chapter. under such rules and regulations as he may prescribe with 
the approval cf the Secretary, but no such extension shall be for 
more than 90 days.

Sec. 613, Section 1606 of the Internal Revenue Code Is amended 
to r:'ad as follows: 

"Sac. 1606. Interstate commerce and Federal instrumentalites. 
"la) No person required under a State law to make payments 

to an unemployment fund shall be relieved from compliance there­
with on the ground that he is engaged in interstate or foreigr. 
commerce, or that the State law does not distinguish between 
employees engaged in interstate or foreign commerce and those 
enigaczed in intrastate commerce. 

"(bi The legislature of any State may require any Instrumental-
Ity of the United States (except such as are (A) wholly owned by 
the United States, or (B) exempt from the taxes imposed by see­
ticnis 1410 and 1600 by virtue of any other provision of law), and 
the individuals in Its employ, to make contributions to an unemn­
ploymi-nt fund under a State unemnployment-compensation law 
approved by the Board under section 1603 and (except as provided 
in !ection 5240 of the Revised Statutes, as amended, and as modified 
by subsection Ic) of this section) to comply otherwise with such 
law. The permission granted In this subsection shall apply (1) 
only to the extent that no discrimination Is made against such 
instrumentality, so that if the rate of contribution is uniform upon 
all other persons subject to such law on account of having Indi­
viduals in their employ, and upon all employees of such persons. 
respectively, the contributions required of such instrumentality or 
the individuals in its employ shall not be at a greater rate than is 
required of such other persons and such employees, and if the rates 
are determined separately for different persons or classes of persons 
having Individuals In their employ or for different classes of em­
ployees. the determination shall be based solely upon unemploy­
ment experience and other factors bearing a direct rzlation io, 
unemployment risk, and (2) only if such State law makes provision 
for the refund of any contributions required under such law from 
an instrumentalfty of the United States or its employees for any 
year in the event sa~d State Is not certified by the Board under 
Eection 1603 with respect to such year. 

"(c) Nothing contained in sect-ion 5240 of the Revised Statutes. 
as ame-nded, shall prevent any State from requiring any nat~onal 
banking a'sociation to render returns and reports relative to the 
association's emnpoyees. their remuneration and services, to the 
samne extent that other persons are required to render like returns 
and reports under a State law requiring contributions to an uinem­
ployment fund. The Comptroller of the Currency shall. upos. 
receipt of a copy of any such return or report of a nationral leanit-
Ing associaticn from, and upon request of. any duly authorized 
official. body. or commission of a State. cause an examination of the 
correctness of such return or report to be made at the time of the 
next succeeding examination of such association, and --hall there­
upon transmit to such official, body, or commission a complete

of his findings respecting the accuracy of such returns 
orreports.

Id) No person shall be relieved from compliance with a State 
unemrploymnent-compensation law on the ground that services were 
performed on land or premises owned, held, or possessed by the 
United States, and any State shall have full jurisdiction and power
to enforce the provisions of such law to the same extent and with 
the same effect as though such place were not owned, held, or 
posseSsed by the United States." 

Sac. 614. Effective January 1, 1940, section 1607 of the Internal 
Revenue Code is amended to read as follows: 

"Sac. 1607. Definitions, 
"When used In this subchapter­
"(a) Employer: The term 'employer' does not include any per­

son unless on each of some 20 days during the taxable year. each 
day being in a different calendar week, the total number of indi­
viduals who were In his employ for some portion of the day 
(whether or not at the same moment of time) was eight or more. 

"(b) Wages: The term 'wages' means all remuneration for em­
ployment. Including the cash value of all remuneration paid in 
any medium other than cash; except that such term shall not 
Include­

"-(I) That part of the remuneration which, after remuneration 
equal to 83.000 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,~

"(2) The amount of any payment made to, or on behalf of. an 
employee under a plan or system established by an employer which 
makes provision for his employees generally or for a clas or Plasse 
of his employees (including any amount paid by an employer for 
Insurance, or Into a fund, to provide for any such Payment). an 



1939 6955 CONGRESSIONAL 
acCount of (A) retirement, or (B) sickness or accident disability, 
or (C) medical and hospitalization expenses in connection with 
sickness or accident disability: 

".(3) The payment by an employer (without deduction from the 
remuneration of the employee) (A) of the tax imposed upon an 
employee under section 1400 or (B) of any payment required from 
an employee under a State unemployment compensation law: or 

"(4) DIsmissal payments which the employer is not legally re-
quired to make, 

-,(c) Employment: The term 'employment' meains any service 
performed prior to January 1. 1940. which was employment as 
defined in this section prior to such date, and any service. of 
whatever nature, performed after December 31. 1939. within the 
United States by an employee for the person employing him. irre-
Epective of the citizenship or residence of either, except-

"(I) Agricultural labor (as defined In subsection (I)); 
"(2) Domestic service In a private home, local college club, or 

local chapter of a college fraternity or sorority; 
..(3) Casual labor not In the course of the employer's trade or 

business: 
T(41 Service performed as an officer or member of the crew of 

a veszel on the navigable waters of the United States; 
(5) Service performed by an individual In the employ of his 

son, daughter, or spouse, and service performed by a child under 
the age of 21 in the employ of his father or mother; 

"(6l Service performed in the employ of the United States Gov-
ermient or of an instrumentality of the United States which is 
(A) wholly owned by the United States, or (B) exempt from the 
tax Imposed by section 1600 by virtue of any other provision of 
law: 

'(7) Service performed in the employ of a State. or any political 
subdivision thereof, or any instrumentality of any one or more of 
the foregoing which is wholly owned by onc or more States or 
political subdivisions: and any service performed in the employ 
of any instrumentality of one or more States or political subdivi-
sions to the extent that the instrum'entality is. with respe.ct to 
such service, immune under the Constitution of the United States 
from the tax imposed by section 1600; 

"(81 Service performed in the employ of a corporation. commu-
nity chest, fund, or foundation, organized and operated exclusively 
for religious, charitable, scientific, literary, or educational purpoees, 
or for the prevention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any private 
shareholder or Individual, and no substantial part of the activities 
of which is carrying on propaganda, or otherwise attempting, to 
influence legislation,

"(9) Service performed by an individual as an employee or em-
ployce representative as defined in section 1 of the Railroad Unem-
ployment Insurance Act: 

"(10) (A) Service performed in any calendar quarter in the em-

ploy of any organization exempt from Income tax under section 

101. 	if-

`(I) the remuneration for such service does not .exceed $45, or 
"(ii) such service is in connection with the collection of dues 

or premiums for a fraternal beneficiary society, order, or associa-

tion, and is performed away from the home office, or Is ritualistic 

service in connection with any such society, order, or association, or 


".(Hi) such service is performed by a student who is enrolled and 
Is regularly attending classcs at a school, college, or university; 

"(B) Service performed In the employ of an agricultural or her-
ticultural organization;,

"1(C, Service per-formed in the employ of a voluntary employees' 
beneficiary association provid~ng for the payment of life. sick, acci-
dent, or other benefits to the members of such association or their 
dependents. if Ii) no part of its net earnings Inures (other tha 
through such payments) to the benefit of any private shareholder 
or Individual. and (Ii) 55 percent or more of the income consists 
of amounts collected from members for the sole purpose of making 
such payments and meeting expenses:

"(Di Service performed in the employ of a voluntary employees'
beneficiary association providing for the payment of life, tick, acci-

deedentsor benefi if suIh adssocaion tormem-dterinae citatemebres, 

depehip in suc aesoigatiobnefiscimritedito ndlvduisswhon are em-


tersipsc n islimtedtoand ividul nhoparteoasocatin 	 tem 
ployees of the United States Government.an I)oprtfte 
net earnings of such arsociation inures (other than throur!h such 
payments) to the benefit of any private shareholder or individual; 

"(El Service performed In any calendar quarter in the employ
of a school, college. or university, not exempt from income tax 
under section 101. if such service is performned by a student who is 

enoledani rguary ttndngcasses at such schocol, college.
eorlniedstyand thegremunerationdfor uchl evcede otece 

$45 vexlusive oftroomubordandtuitnfon); evceo 'Its 
"-(11) Service performed in the employ of a foreign government 

(including service as a consular or other officer or employee or a 
nondiplomatic representative): or 

"(12) Service performed in the employ of an instrumentality 
wholly owned by a foreign government-

-()if the service Is of a character sImilar to that performed
Infrincun(A)yeplye fte ntdSaesGvrmn

In frein cuntiesbyof nitd Sate Goernentmplyee he 
or of an instrumentality thereof: and 

"(B 1 If the Secretary of State shall certify to the Secretary of 
the Treasury that the foreign government, with respect to whoese 
instrumentality exemption Is claimed, grants an equivalent exemp-
tion with respect to similar service performed in the foreign coun-
try by ejnploy~ee of the United States Governmnent, and of InstrU-
meentalities thereof: 
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"(13) Service performed as a student nurse in the employ of a 

hospital or a nurses' training school by an Individual who is en­
rolled and is regularly attending classes In a nurses' training school 
charte'ed or approved pursuant to State law; and service performed 
as an interne In the employ of a hospital by an Individual who 
has completed a 4 years' course in a medical school chartered or 
approved pursuant to State law. 

"(d) Included and excluded service: If the services performed 
during one-half or more of any pay period by, an employee for 
the person employing him constitute employment, all the services 
of such employee for such period shall be deemed to be employ­
ment; but if the services performed during more than one-half of 
any such pay period by an employee for the person employing him 
do not constitute employment, then none of the services of such 
employee for such period shall be deemed to be employment. 
As used In this subsection the term 'pay period' means a period 
(of not more than 31 consecutive days) for whlch a payment of 
remuneration Is ordinarily made to the employee by the person 
employing him. This subsection shall not be applicable with re­
spect to services performed for an employer in a pay period. where 
any of such service Is excepted by paragraph (9) of subsection (C). 

-(e) State agency: Thie term 'State agency' means any State 
officer, board, or other authority designated under a State law to 
administer the unemployment fund in such State. 

' (f) Unemployment fund: The term 'unemployment fund' 
means a special fund, established under a State law and admin­
istered by a State agency, for the payment of compensation. Any 
sums standing to the account of the State agency In the unem­
ployment trust fund established by -section 904 of the Social 
Security Act, as amendled. shall be deemed to be a part of the un­
employment fund of the State. and no sums paid out of the-unem­
ployment trust fund to such State agency shall cease to be a part 
of the unemployment fund of the State until expended by such 
State agency. An unemployment fund shall be deemed to be 
maintained during a taxable year only if throughout such year. 
or such portion of the year as the urfemployment fund was In 
existence, no part of the moneys of such fund was expended for 
any purpose other than the payment of compensation (exclusive 
of expenses of administratlon) and for refunds of siums erroneously 
paid Into such fund and refunds paid in accordance with the pro­
visions of section 1608 (b. 

"(g) Contributions: The term 'contributions' means payments 
required by a State law to be made into an unemployment fund 
by any person on account of having Individuals in his employ, to 
the extent that such payments are made by him without being 
deducted or deductible from the remuneration of individuals In 
his employ. 

"(hi Compensation: The term 'compensation' means cash bene­
fits payable to Individuals with respect to their unemployment. 

"(I) Employee: The term 'employee' includes an officer of a 
corporation. 

`Wj State: The term 'State' includes Alaska, Hawall, and the 
District of Columbia. 

-ik) Person: The term 'person' means an individual, a trust or 
estate, a partnership, or a corporation. 

"(1) Agricultural labor: The term 'agricultural labor' includes 
all service performed­

"(1) On a farm, In the employ of any person, In connection with 
cultivating the soil. or in connection with-raising or harvesting any 
agricuitural or horticultural commodity. including the raising, 
feeding, and management of livestock, bees, poultry, and fur-bear-
Ing animals. 

"(2 In the employ of the owner or tenant of a farm, In con­
ncinwt h prtomngmno aneac fsc 
farm, if the major part of such service is performed on a farm. 

"(3) In connection with the production or harvesting of maple 
sirup or maple sugar or any commodity defined as an agricultural 
commodity in section 15 (g) of the Agricultural Marketing Act, as 
amended, or in connection with the raising or harvesting of mush­
rooma, or in connection with the hatchin$ of poultry, or in con­
neicwthtegnigocto. 

"(4) In handling. drying, packing. packaging, processing, freez­
ing. grading, storing. or delivering to storage or to market or to a 
carrier for transportation to market, any agricultural or horticul­
tural corrmmodity; but cnly if suth service is performed as an cin­
dent to ordinary farming operations or. in the case of fruits and 
vetalsasnIcintothpraainofuhfutsr 
vegetables, asr maniient Tohe prov paraofthion pafasuch frhits or 
veealsfrmkt.Tepoionofhsprgahsalnl
be deemed to be applicable with respect to service performed In 
connection with commercial canning or commercial freezing or In
connection with any agricultural or horticultural commodity after 

delivery to a terminal market for distribution for consumption. 
"As used In this subsection, the term 'farm' includes stock, dairy, 

poultry, fruit, fur-bearing animal, and truck farms, plantations. 
ranches, nurseries, ranges, greenhouses or other similar structures 
used primarily for the raising of agricultural or horticultural com­
modities, and orchards." 

Sr~c. 615. Subchapter C of chapter 9 of the Internal Revenue 
Code is amended by adding at the end thereof the following new
section: 

-~.11.Ti uihpe a ectda h FdrlUen 
"SmEn.161ThaxA ucatrcatecie.sth"Fdra n 

Piomn axAt' 
Mr. McCORMACK (interrupting the reading of title VI).

MrCaimn asc namoscnnttttefutr 
Mrean ofhtitlen I ase dnispense cosetttthhfrte 
raigo il Ib ipne ih 
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The CHAIRMAN. Is there objection to the request of the 

gentleman from Massachusetts? 
There was no objection. 
Mr. DONDERO. Mr. Chairman, I offer an amendment. 
The Clerk read as follows: 
Amendment offered by Mr. DoNDERO: On page 63. line 15. after 

the word "corporation" and before the period. insert a comma and 
the following: "but shall not include an officer of a corporation
who rcceives no compensation for his services as such officer."' 

Mr. DONDERO. Mr. Chairman, if you want to extend a 
helping hand to little business corporations of this Nation, 
this amendment offers an opportunity to you to do so. If you 
want to corrcct what to me seems an injustice, you can cor-
rect that injustice by adopting this amendment. 

I call the attention of the committee to the language on 
Page 75 of the report on this bill, which reads as follows, 
beginning at the bottcm of page 74: 

By the amendment to subsection (c), contahied in paragraph 
(101 (A) thereof. uncompensated officers of any organization ex-
empt from income tax under section 101 of the Internal Revcnue 
Code are excluded from the count in determining whether the or­
ganization is on employer of eight or more and liablc for the tax. 
However. uncompensated officers of corporations not so exempt are 
not excluded for purpcscs of such determination merely becauze 
they are uncompensated. 

I took it upon myself this morning to call Mr. Altmcyer, the 
Chairman of the Social Security Poard, on this matter and 
he frankly said to me that the question of not counting an 
uncompensated officer of a corporation in determining 
'whether a corporation came within the provisions of this act 
had not been given very much thought and he was unable 
to answer the question. 

This is what happens: In this country we have many small 
corporations and no doubt they exist in the congressional 
district of every Member of this House. They are struggling 
to keep on their feet. Many of them have eight employees 
or less. Some of these little corporations have officers who 
merely lend their names or their prestige, for community 
pride, for financial reasons, or otherwise, they receive no com-
pensation because they are officers of the corporation. Never-
theless, as the law stands now, those officers are counted in 
the number of employees for the purpose of determining 
whether the corporation is an employer of eight or more and 
liable for the tax, and if the corporation has eight or more 
employees, by counting the uncompensated officers, it comes 
under the pay-roll provision of this law and must pay the. 
pay-roll tax. What I am socking to do is to exempt the offi-
cers of the corporation who receive nothing by way of salary 
in order that these small industries may avoid the burden of 
this additional tax. This pay-roll tax is. no doubt, in many 
cases, the difference between profit and loss, between red and 
black ink. It is intended to encourage small concerns to 
employ labor, to stay in business. Whe~re profits are small 
it means the difference betwveen success and failure. Such 
cfficers should be exempted the pay-roll tax provisions of this 
law, 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. DONDERO. I yield to the gentleman from California. 
Mr. BUCK. These uncompensated officers in a private 

corpcration. however, are generally stockholders, are they not, 
receiving dividends on their stock if the corporation is 
making money? 

Mr. DONDERO. That is correct; but such reasoning could 
apply to all stockholders, and the fact that they have their 
money invested in the corporation is no reason why they 
should not receive a just share of the dividends if a profit 
is made. 

Mr. BUCK. I am not objecting to their receiving divi-
dends; but suppose they actually work for the corporation 
and draw no salary, depending for compensation only on 
those dividends? Does the gentleman's amendment say -if 
they have no active Part?" Suppose the president, v.1ce presi-
dent, and treasurer of a Private corporation are actively 
engaged in the business, but because they receive dividends 
from the business they do not care to receive a salary, is it fair 
to the employees, if they have only five other employees, to 
have those employees excluded under the terms of the gentle-
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man's amendment simply because the oficers or stockholders 
do not want to draw down any salary? 

Mr. DONDERO. The point I am raising is this: In a case 
such as the gentleman has mentioned these little corpora­
tions do not desire to come under the provisions of the Social 
Security Act but desire to be excluded from it. The gentle­
man apparently believes that everybody is eager to come 
under the act, but I can assure him that he is mistaken and 
that such is not the case. 

Mr. COOPER. Mr. Chairman, I rise in opposition to the 
amendment. 

First, I want to point out to t~he gentleman from Michigan 
that he has offered his amendment at the wrong place in the 
bill. He has offered his amendment to title VIII, which is the 
tax for old-age insurance. 

Mr. DONDERO. Mr. Chairman, will the gentleman yield 
right there? 

Mr. COOPER. And the question of eight or more em­
ployees is not involved in that at all. 

Mr. DONDERO. I think the gentleman is in error, because 

I did not introduce the amendment to title VIII, but offered 
the amendment to title VI of the hill, on page 63. 

Mr. COOPER. The gcntleman cifered his amendment at 
line 15, on page 63. 

Mr. DONDERO. That Is correct. 
Mr. COOPER. That relates to title VIII taxes, which are 

the taxes for old-age insurance, and that does not involve the 
Question of eight or more employees at all. The part of the 
act and the part of the bill where the limitation of eight or 
more employees applies is with respect to unemployment com-
Pensation. That is title III or title IX of the act. The gen­
tleman's amendment is certainly not at the right place as he 
has offered it. 

Mr. DONDERO. Let me ask the gentlemen of the com­
mittee this question: What objection would the committee 
have to accepting this amendment in case the gentleman's 
position is right that it should be offered to title III? 

Mr. COOPER. Of course, I will get to that point; but will 
the gentleman concede that his amendment is not offered at 
the right place here? 

Mr. COOPER. I think with all deference, I can give the 

MrDO ER.IdnowatocneeituilIhv 
Mr.e Dth ERO Iatedorhenhotuwat.t ocd tutlIhv 

gvnta atrfrhrtogt 

gentleman the assurance that his amendment is offered at 
the wrong place as he has offered it here. 

Mr. DONDERO. If the gentleman wyaives that provision, 
will the gentleman tell the House what objection there 
would be to accepting the amendment? 

Mr. COOPER. Certainly, I shall be pleased to tell the 
gentleman the objection to accepting the amendment. 

The gentleman's amendment, if offered at the right place 
in the bill, would apply to ordinary businiess corporations or 
ordinary business institutions. This would mean that the 
employees of these ordinary business corporations would not 
have the protection of unemployment compensation and they 
would not be included under the program. Simply because 
some of the officers of the corporation are not compensated. 
under the gentleman's amendment they would not be 
counted in the eight or more. You would not only have the 
very unfair situation of these employees or workers working 
for these corporations not getting the protection that so 
many other workers and employee7s get, but you would also 
have this very serious competitive situation that would be 
immediately presented; that is, the employees of one of these 
corporations to which the gentleman refers will be exempt 
from the tax and therefore that corporation would not pay 
the tax; while another corporation engaged in the same kind 
of business would have to pay the tax on their employees 
and therefore they would be at a great disadvantage as 
against the corporation covered under the gentle-an's 
amendment. 

It is eminently unfair, both from the standpoint of the 
Interest of the workers, and also from the standpoint of the 
competitive advantage that certain corporations would have 
as against others. 
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Mr. DONDERO. Mr. Chairman, will the gentleman yield? 
Mr. COOPER. Yes. 
Mr. DONDERO. The gentleman from Tennessee goes 

upon the assumption, however, that all these corporations 
want to come under this act. I say -to the House that all 
of them do not want to come under the act, and protests 
have reached me from my district from small concerns that 
do not want to come under the act, neither officers nor men. 

The CHAIRMAN. The time of the gentleman from Ten-
nessee has expired. 

Mir. COOPER. Mr. Chairman. I ask unanimous consent to 
Proceed for 2 minutes more, 

The CHAIRMAN. Is there objection? 
There was no objection. 
Air. COOPER. Certainly corporations may not want to 

come under the act. That might apply to a vast number of 
corporations throughout the country, but hcw about the 
workers, the employees of those corporations? This is an 
act to afford protection to them. This is a benefit which 
they receive, and certainly If you can exempt part of the 
corporations and their employees receive no protection, no 
benefit under this part of the program, at the same time you 
create a competitive situation where those favored corpo-
rations will have a decided advantage over their competitors 
engaged in the same line of business: you would be doing 
something eminently unfair, and it could not be justified. 

Mr. DONDERO. But does not the bill now exempt all 
corporations that do not have eight employees or more? 

Mr. COOPER. Certainly. The question of eight or more, 
was arrived at in this way: The House bill passed in 1935 
exempted 10 or more. The bill went to the Senate, and the 
Senate amended that provision, changing the number from 
10 to 6 or more, and in conference there was a compromise 
agreed upon at 8 or more, and that is the law. 

Mr. DONDERO. And those corporations are now exempt, 
The CHAIRMAN. The time of the gentleman from Ten-

nessee has again expired. 
Mr. McCORMACK. Mr. Chairman, I ask unanimous con-

sent that the time of the gentleman from Tennessee be 
extended 2 minutes. 

The CHAIRMAN. Is there objection? 
There was no objection. 
Mr. McCORMvACK. Mr. Chairman, will the gentleman 

yield? 
Mr. COOPER. Yes. 
Mr. McCORMACK. I call to the gentleman's attention 

the fact that we have taken care of the uncompensated o~ffi-
cers in fraternal, farm, and other organizations, various cor-
porations under section 101 of the Revenue Act, and they are 
exempt: and while the Federal law says that no State can 
exempt more than 8, actually the States exempt 3 or 4 or 5, 
a¶ni some go as low as exempting only 1, and that is impor-
tant in connection with the amendment offered by the gen-
tleman from Michigan. 

Mir. DONDERO. But where the men and the officers 
c~hoose not to come under the act and wish to avoid the pay-
roll tax under the act, why should they not have the right 
to do so? 

Mr. COOPER. Does. the gentleman think it would be 
proper legislation to provide a national program for the 
wvorkers of the country and then let it be optional With 
corporations whether they come under the program or not? 

Mr. DONDERO. That is not the purpose of my amend-
ment. it seeks to exempt uncompensated officers of the 
little concerns of the country, and not the large concerns, 
It would reach small corporations where the number of em-
ployees, officers incl uded, was eight or a few more. 

Mr. COOPER.. That could not be justified at all under 
this type of program. 

Mr. VOORHIS of California. Mr. Chairmani will the gen-
tlemnan yield? 

Mr. COOPER. Yes. 
Mr. VOORHIS of California. I agree thoroughly with the 

gentleman's argument, and does not the gentleman feel that 
logically, following out that argument, we ought at some 

RECORD-HOUSE 
time to amend the act so as to make it uniform al over the 
country and permit employees where only one cr more are 
employed to come under this act also? 

Mr. COOPER. That is an entirely different matter. 
The CHAIRMAN. The time of the gentleman from Ten­

nessee has again expired. The question is on the amend­
ment offered by the gentleman frcem Michigan. 

The question was taken; and on a division (demanded by 
Mr. DoNDERO) there were-ayes 37, noes 79. 

So the amendment was rejected. 
Mr. McCORMACK. Mr. Chairman. I offer the following 

committee amendment, which I send to the desk. 
The Clerk read as follows: 
Committee amendment offered by Mr. MCCoSMAcK: Page 64. lines 

2 and 3, strikre out the words "casual services." 
Mr. McCORMACK. Mr. Chairman, this is a perfecting 

amendment. Its purpose is to eliminate from the provisions 
of this paragraph persons who are employed as clerks, for 
example: or who have some regular employment, but who in 
off hours might sell insurance or radios or anything else as 
a side line, so to speak. The purpose of the amendment is to 
eliminate them from this part of the bill. It is a very deserv­
ing amendment. Later, on page 98, the committee has voted 
to strike out the same words in relation to that part of the 
bill. 

Mr. TREADWAY. Mr. Chairman, will the gentleman 
yield? 

Mr. McCORMACK. Yes. 
Mr. TREADWAY. I think it would be well to tell the 

House that it will not remove those people from their regular 
employment. 

Mr. McCORMIACK. No: it will not except them when they 
are doing some outside work, outside of their regular employ­
ment. They will not be subject to taxes for doing that out­
side work. 

Mr. HAWKXS. Mr. Chairman, will the gentleman yield? 
Mr. McCORMACK. I yield. 
Mr. HAWKS. Would that apply to the casual laborer who 

goes out to the farm to work? 
Mr. McCORMIACK. They are not covered anyway. Agri­

cultural help Is eliminated. 
Mr. HLAWKS. But here Is what they are afraid of back 

home: We cannot get men to go on the farm to work, because 
they are under the benefits of the Unemployment Insurance 
Act-

Mr. MeCORMACK. This amendment relates to the con­
tributory annuities, and, of course, this provision of the bill 
Is not in the Unemployment Compensation Act. 

Mr. HAWKS. Then they could tell those people that 
are on the unemployment compensation rolls today that they 
could go out on the farm and work without jeopardizing their 
lights? 

Mr. McCORMACK. Thbis amendment, as I have stated, is 
a clarifying amendment. Take yourself or myself, for ex­
ample: suppose we were working as a clerk, suppose we were 
selling something on the cutside, such as insurance, to earn 
a little more mo~ney. Under the bill as It now stands, the 
employer. might be subject to the contributory annuity tax 
and the employee would be not only on his regular employ­
ment as a clerk; which he ought to be, but in connection with 
casual employmeat subject to the same tax. The purpo-se of 
this amendment is to eliminate that situation. I am going 
to offer a s~milar amendment to another part of the bill 
when we reach it. This amendment has no relationship to 
the inquiry of the gentleman. Hcwever, I do not feel that a 
person receiving unemployment compensation can be em­
ployed at the same time. I do not think any State law per­
mits that. 

(Here the gavel fell.]
Mr. CARLSON. Mr. Chairman, I move to strike out the 

last word. 
Mr. Chairman, this Is one of the controversial paragraphs 

In this bill. I do not believe I am violating the confidence 
of the Ways and Means Commimttee when I say we spent
much time on It. 
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Mr. McCORMACK. Will the gcntlcman yield right there? 
Mr. CARLSON. I yield, 
Mr. McCORMACK. I take It the gentleman does not 

mean that this amendment is controversial, but the general
provision of the bill? 

Mr. CARLSON. I thank the gentleman for the corrcctlon. 
I am speaking of the entire paragraph (d). The gentleman 
from Massachusetts [Mr. MCCOR.MACK] has offered an 
amendment that I think greatly clarifies this particular see-
tion, but even with its adoption I am fearful we have not 
accomplished the desired result. I am speaking of para-
graph (d) on page 63. The armendment offered by the gen-
tleman from Massachusetts, I think, improves it. but I am 
not satisfied with it. I am willing to let it go to the Senate 
or hope to have it clarified in conference. 

The section deals with the independent outside salesmen. 
They are pa4d solely on a commission basis and are not fur-
nished an expense or drawing account. It is my contention 
that this section, if adopted, will throw thousands of people 
out of work. 

It is estimated that this sales force Is now distributing
products from manufacturers doing a business In excess of 
$1.000.000,000 annually. Large businesses have been built by
outside salesmen. They do not have a contractual relation-
ship of employer and employee, and this section tries to 
establish that. I am afraid we have gone too far. This 
includes this group of citizens that sell newspaper subscrip-
tions, insurance, and people who are now making a liveli-
hood on a commission basis. One of my friends is engaged
in business on a large scale; in fact, a national business, 
He hires people, regardless of age, to go out and sell his 
product on a commission basis. If this provision goes into 
effect he and other manufacturers and distributors will 
greatly limit their forces, and then we will have, in my 
opinion, thousands of additional people out of work-~people 
who are now engaged In work as salesmen on a commission 
basis. PersonafLy, I think this is a poor time to legislate In 
any way that will throw people out of work. 

I merely wanted to express my position on this. I do not 
care to offer an amendment to strike this paragraph from 
the bill, but the House should know what it is passing when 
thi's section is adopted. 

M~r. McCORMACK'. Will the gentleman yield?
Mr. CARLSON. I yield. 
Mr. McCORMACK. So the gentleman's position will not 

be misunderstood, the amendment I have offered as a coin-
mittee amendment, the gentleman is absolutely in favor of? 
I agree with the gentleman that there is a question where 
there are some who should be included and some who should 
not be, but it is difficult to phrase it. As my friend from 
Kansas stated, we are hoping it will be taken care of in the 
interim between the time the bill passes the House and the 
time the conference report is agreed to, and the amendment 
I have offered is an amendment along the line that we all 
want. 

Mr. CARLSON. I am in hearty accord with the gentle-
man's amendment and I hope it is adopted. 

[Here the gavel fell.] 
The CHAIRMAN. The question Is on the committee 

amendment offered by the gentleman from Massachusetts 
[Mr. McCCORMACF.. 

The committee amendment was agreed to. 
Mr. McCOR-MACK. Mr. Chairman, I offer a further com-

mthee Clenkdreadasfolos 
ol~lws:Mr. 

Committee amendment offered by Mr. McCCoRmAc: on page 73. 
line 23. after the phrase "State law", insert "or will be determined 
on the basis of such fractional part of an individual's total earn-

Theas lerkrea 

ings (with respect to which contributions were required under 
such State law) during that calendar quarter within such period
In which such earnings were highest, as will produce a reasonable 
approximation of such full-time weekly earnings.", 

Mr. McCORMACK. Mr. Chairman, this amendment is 
simply for the purpose of clarification. Several questions
have been raised rabout the meaning of the phrase "full-time 
weekly earnings." Those questions are fully answered on 
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page 68 of the committee report. However, in order to avoid 
misunderstanding and confusion, the committee has recoin­
mendcd this amendment, so that the interpretation of this 
ppirase will be provided in the law Itself. 

This amendment does not affect the bill in any substantial 
manner. It is designed to protect the rights of the States 
by clearly indicating the committee's Intent with regard to 
the meaning of the phrase "full-time weckly earnings."

Thre CHAIRMAN. The question is on agreeing to the 
committee amendment. 

The committee amendment was agreed to. 
Mr. HAVENNER. Mr. Chairman. I offer an amendment. 
The Clerk read as follows: 
Amendment offered by Mr. HAvaaxmm: on page 84, strike out 

lines 7 #to12. inclusive. 
Mr. HAVENNER. Mr. Chairman, this is another of the 

amendments endorsed by the American Federation of Labor 
and is intended to make the definition of employer In this 
section identical with the definition of employer for old-age
insurance tax coverage. 

The pay-roll tax for the old-age insurance title of the 
Social Security Act is collected from all employers who are 
operating in covered eccupations. For unemployment comn­
pensation the Federal tax is collected only from employers 
in the covered occupations who have eight or more employees 
during each of 20 weeks in the year. For old-age Insurance 
the tax is levied on only the first $3,000 of wages to any one 
employee. For unemployment compensation it Ic on the 

'entire pay roll. The Social Security Board recommended that 
the tax be levied on the same employers and for the same 
amounts of the pay roll for unemployment compensation as 
for old-age insurance in order to simplify record keeping and 
administration. H. R. 6635 changes the pay-roll tax for 
unemployment compensation to the first $3,000 of wages but 
fails to change the definition of "employer" to mean employer 
of one or more persons as in old-age insurance. It should be 
amended to accomplish this. 

Many employers favor the wider coverage because em­
ployers of six or seven workers have a tax advantage in their 
competition with those who hire eight or more workers. 
Many States have extended coverage more liberally than the 
Federal law. It would make interstate competition easier for 
employers in those States with more liberal standards if the 
Federal law were amended. Administration would be more 
economical. Employers' records would be simplified. Work­
ers who now are employed in smaller establishments would 
enjoy the same unemployment compensation security pos­
sessed by those In larger plants. 

Mr. VOORHIS of California. Mr. Chairman will the gen­
tleman Yield? 

Mr. HAVENNER. I yield. 
Mr. VOORHIS of California. Does not the gentleman be­

lieve the very arguments advanced by the gentleman from 
Tennessee against the amendment offered by the gentleman
from Michigan are equally important in defending the gentle-
man's amendment? Because the argument was advanced 
that in the case of a limitation of the number of employees 
as between corporations, a difference in the number of men 
on the pay roil would give one a competitive advantage over 
the other. 

Mr. HAVENNER. It seems to me to be a matter of simple
justice to make this correction. 

Mr. COOPER. Mr. Chairman, I rise In opposition to the 
amendment and ask to be Indulged only briefly.

Chairman, the present Social Security Act exempts
eight or less. The effect of this amendment, of course, would 
be to disturb the entire situation that now exists. The iinpo­
sition of the provis~ons of this amendment would mean that 
every littie business with one or two employees would have 
to be covered. 

me House. In 1935, following the recommendation of your 
committee, thought that 10 or less should be exempt; and. 
as explained a few moments ago, the Senate changed it to 
6. In conference the number was fixed at 8. I think we 
are not Yet ready to extend this program down to include 
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every little business In the country which has one or two 
People working for it; the corner grocery store and 
businesses of that type. 

Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. COOPER. I yield. 
Mr. BUCK. May I call the gentleman's attention to the 

fact that the amendment is wrong, anyway, because it pro-
Poses to knock out the entire definition of employer? It is 
absolutely essential that we have some definition of employer
In the bill. 

Mr. COOPER. I think the gentleman is correct. I feel 
that the amendment should be rejected, 

The CHAIRMMN. The question is on the amendment of-
fered by the gentleman from California. 

The amendment was rejected. 
Mr. HAVENNER. Mr. Chairman, I offer a further 

amendment.AmendmentThe Clerk read as follows: 
Amendment offered by Mr, HAVENNTH: On page 58, line 15. strike 

out beginning with the comma after the word "horne" down 
through the word "sorority" ina line 17z. 

Mr. MrAVENERChirma, tis menmen is 
identical with the amendment I offered to an earlier title 
yesterday, and is presented at this time in order to keep

the frECODpogrm ofamedmets.Mr.te sraiht
theRCoAItRMAiNh frThe qurtogram ofam endments. nt 

offered by the gentleman from California.MrHVENR 
The amendment was rejected. 
Mr. HAVENNER. Mr. Chairman, I offer a further 

amendment. 
Theas lerkreaollos:The lerasfollws:In rea 

Amendment offered by Mr. HAVENVIER: on page 60. strike out 
lines 4 to 25. Inclusive, and on page 61. lines 1 to 21, inclusive, 

Mr. HAVENNER. Mr. Chairman, this amendment is idern-
tical with an amendment offered yesterday to an earlier title 
of the bill with respect to employees ofrnonprofit organizations,

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from California. 

The amendment was rejected. 
Mr. HAVENNER. Mr. Chairman, I offer a further 

amendment. 
The Clerk read as follows: 
Amendment offered by Mr. Hsva-misa: On page 62. strike out lines 

18 to 22. inclusive. 
Mr. HAVENNER. Mr. Chairman, this amendment is iden-

tical with one I offered yesterday relating to student nurses. 
Th-e CHAIRMAN. The question is on the amendment 

offered by the gentleman from California. 
The amendment was rejz-cted. 
Mr. HAVE.NNER. Mr. Chairman, I offer a further 

amendment. 
The Clerk read as follows: 
Amendment offered by Mer. HAvENN=R Page 64, strike out lines 20 

to 25. inclusive. aUl of page 65. and on page 66, lines 1 and 2, and 
Insert in lieu thereof the following: 

.. (i) Agricultural labor: The term 'agricultural labor' means only
the services of a farm hand employed by a farmer to do the ordinary 
work connected with a bona fide farm. It does not include services 
performed on farms whose scale or nature of operations makes them 
industrial in character. In no case does It include more than the 
first processing of products which Is Incidental to the farming 
operations." 

Mr. HAVENNER. Mr. Chairman, this is similar to the 
amendment I offered yesterday relating to the definition of 
agricultural labor. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from California. 

The amendment was rejected. 
Mr. HAVENNER. Mr. Chairman, I offer a further 

amendment. 
The Clerk read as follows: 
Amendment offered by Mr. HAvEsaewt: Page 85. Uine 23, strike out 

beginning with the comma after the word "home" down through
the word "sorority' in line 25. 

Mr. HAVENNER. Mr. Chairman, this is a definition of 
domestic labor. 
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The CHIRMIIVAN. The question is on the amendment 

offered by the gentleman from California. 
The amendment was rejected. 
Wr. HAVENNER. Mr.. Chairman, I offer an amendment, 

which I send to the Clerk's desk. 
The Clerk read as follows: 
Amendment offered by Mr. H~vENxsR: Page 87. strike out lIne 

11 to 26. Inclusive, and strike out an of page 88. 
Mr. HAVEINER. 1Mr. Chairman, this is again the amend­

ment relating to employees of nonprofit, organizations. 
The CH'AIRMA&N. The question is on the amendment 

offered by the gentleman from California [Mr. HAvmqreRiza
The amendment was rejected. 
Mr. 11AVM4NER. M~r. Chairman, I offer another amend­

ment, which I1send to the Clerk's desk. 
The Clerk read as follows: 

offered by 3,1r. IlvLxvNsEs: Page 89, strike cut lines
18 to 25. inclusive. 

Air. HAVENNER. Mr. Chairman, this is the amendment 
relating to the employment of students and nurses. 

The CHAIRMAN. The question is on the amendment 
ofedbytegnlmnrmCafria[ .HAEIR] 

The question was taken; and on a division (demanded by
SCIIAF-ER of Wisconsin) there were--ayes 4, nces 103,

So the amendment was rejected. 

r CamnIofrntermnd 
ment, which I send to the Clerk's desk. 

The Clerk read as follows: 
Amendment offered by Mr. HAVsnNIN: Page 92. strike out lines 
to 25. inclusi'e. and an page 93. lines 1 to 11. inclusive, and Insert
lieu thereof the following: 

"(1) Agricultural labor-the term 'agricultural labor' means only
the services of a farm band employed by a farmer to do the ordi­
nary work connected with a bona fide farm. It does not include 
services performed on farms whose scale or nature of operations
makes them industrial in chariacter. In no case does It include 
more than the first. processing of products which is incidental to 
the farming operations." 

The CHAIRMAN. The question is on the amendment of­
fered by the gentleman from California [Mr. HAvEN-NER). 

The amendment was rejected. 
Mr. RAM~SPECK. Mr. Chairman, I move to strike out 

the last word. 
Mr. Chairman, I am very much interested in the question

whether or not corporations operating annual fairs, such as 
we have in practically every State in the Union are covered 
by this law,. We all know that the purpose of those organi­
zations, althou~gh they may be incorporated, is not to make 
money but to encourage improvement in agricultural and 
commercial conditions. They generally have agricultural 
and livestock exhibits principally, but oftentimes commercial 
exhibits as well. They also operate amusement devices 
through contract with the company which brings the so-
called midways to the fairs. May I ask the gentleman from 
Tennessee to give us the benefit of the committee's view 
on that? 

Mr. COOPER. Mr. Chairman, it is the understanding of 
the committee that these fairs of the type mentioned by the 
gentleman are interpreted by the Treasury Department regu­
lations to be in connection with agricultural programs and
 
the advancement of agricultural products. Being such, they
 
are completely exempted under section 101 of the Internal
 
Revenue Code, therefore, are exempted under the provisions
 
of this bill.
 

Mr. RAMSPECK.. I thank the gentleman. 
The Clerk read as follows: 

'rrrLE V7-MX11%-iASer TO Trra= X OF' TRZ SOCIAL Sx:Ct-irr Ac'r 
Ss~c. 701. (a) Clause (5) of section 1002 (a) of the Social Security 

Act is amended to read as follows: "(5-) provide such methods of 
administration (other than those relating to selection, tenure of 
office, and compensation of personnel) as aire found by the Board 
to be necessary for the proper and efficient operation of the plan-, 

(b) Effective July 1, 1941. section 1002 (a) of such act is further 
amended by inserting before the period at the end thereof a semi­
colon and the following new clauses: "~(8) provide that the State 
agency shall, In determining need, take into consideration any
other income and resources of an individual claiming aid to the 
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blind: and (9) provide. safeguards which restrict the use or d1!tcIO-
sure of information concerning applicants and recipients to pur-
IposCS directly ccnnected with the admlnistrction of aid to the 
blind." 

SEC. 702. Effective January 1. 1940, secticn. 1C03 of such act is 
amended to read as follows: 

"'PAYMENT TO STATES 
`SE'~. 1003. (a) From the sums appropriated therefor. the Secre-

tary of the Trrea.sury shall pay to each State wh'ch has an approved 
plan for a'd to the Minud. for each quarter, beginning with the 
qua.rter conmmencing Jainuary 1. 1940. ii) an amc~unt. which shall 
he usEd exc~usively as aid to the blin~d, equal to one-half of the 
total of the rumns expended during such quarter as aid to the blind 
under the State plan with rezvpect to each needy individual who 
is bIhnd 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 percent of such amount, which 
sh~all be used for paying the costs of administering the St-ate plan 
or for aid to the blind, or both, and for no other purpose. 

"(b) The nmethod of computing and paying such amounts shall3 
he as follows: 

"(1) T1he Board shall, prior to the beginning of each quarter,
estimate the amount to he paid to the State for such quarter under 
the provisxns of clause (1) of subsection- (a). such estimate to be 
based on (Ai 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 sitting the amount appropriated 
or mnade 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 expendittires. the 
source or scurces from which the difference Is expected to be de­
rivcd, (B) records showing the number of blind individuals in the 
Slate, and (C) such other investigation as the Board may find 
ncceseary. 

.(2) The Board shall then certify to the Secretary of the T1rees-
ury the amount so estimated by the Board. (A) reduced or in-
creased, 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 under clause (1) of sub-
section iai for such quarter, and (B) reduced by a sum equivalent 
to the pro rata share to which the United States is equitably en-
titled, as determined by the Board, of the net amount recovered 
during a prior quarter by the State or any political subdivision 
thereof with respect to aid to the blind furnished under the State 
plan; except that such increases or reductions shall not be made 
to the, extent that such sums have been applied to make the amount 
certified for any prior quarter greater or less than the amount esti-
mated by the Board for such prior quarter: Provided.That any part
of the amount recovered from the estate of a deceased recipient
which is not in excess of the amount expended by the State or any 
political subdivision thereof for the funeral expenses of the deceased 
shall not he considered as a basis for reduction under clause (B) 
of this paragraph.

"(3) Trhe Secretary of the Treasury shall thereupon, through the 
Division of Dismbursement of the Treasury Department, and prior to 
audit or settlemrent by the General Accounting Office, pay to the 
State, at the time or times fixed by the Board, the amount so certi-
fled, increased by 5 percent." 

StE. 703. Section 1006 of such act Is amended to read as follows' 
'SEC. 1006. %Whenused in this title, the term 'aid to the blned' 

means money payments to blind individuals who are needy."~ 
M.JENTKINS of Ohio. Mr. Chairman, I offer a corn-

mr.e medet 

Mr. ROBERTSON. Will the gentleman withhold that so 
that I may clarify the statement of the gentleman irom. 

Tneseaotteeagricultural fairs? 
TennJEssee a Soutthese Yes

f Oho. esentire 
Mir. ROBERTSON. Mr. Chairman, I wish to call attention 

to page 2 of the committee report, where you will find that 
all agricultural and horticultural organizations are corn-
pletely exempted from both the old-age and the unemploy-
ment pnsy-roll tax. In addition to that, this bill exempts all 
nonprofit corporations exempt from income tax under section 
101 of the Revenue Act where the compensation of the 
employee is less than $45 in a quarter. 

Some question has been raised by a representative of the 
United States Chamber of Commerce as to whether or not 
the language has been properly inserted in all of the neces-
sary places. The answer to that is found on page 2 of the 
report, which gives the interpretation by the committee of 
the langguag-e used by the committee, w.hich language is bind-
ing on the 'Treasury Department. We say on page 2 Of the 
report: 

Mr. ENKNS 

1. Certain services. Including services for agricultural end horti-
cultural associations. voluntary employees' beneficiary asssociazions, 
local or ritualistic services for fraternal beneficiary sccieties. and 
services of employees earning nominal amounts (less than 6!45 per 
quarter) of nonprofit institutions exempt Irom income tax, are 
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excnmpted from old-agbe Insurance nind unemployment compensation 
in order to eliminate the nuisance cases of Inconsequential taz 
paymets 

The Tr-easury Department is bound by that. regardless of 
what anybody else may think. 

Mr. JENKINS of Ohio. Mr. Chairman, I offer a committee 
amendment.
 

The Clerk read as follows:
 

Conmmittee amendment offered by Mr. JENKINs of OhIo: On page 
95. line 2, strike out -'$30" and Insert "040." 

Air. JENKINS of Ohio. Mr. Chairman, title VII of this 
bill has to do with pensions for the blind. The amendment 
which I have sent to the Clerk's desk provides for an in­
crease in the pension to the blind. It applies, in line 2, on 

page 95. 
I wish to state that this is a committee amendment, and 

I wish to thank the Committee on Ways and Means most 
profoundly for their graciousness in permitting me to offer 
this amendment, as you know it is the universal rule for the 
majority members to offer all committee amendments to a 
bilescalyailofuhgrtim ranestisn. 
bilescalyailofuhgrtim ranestisn. 
The amendment has the full and complete approval of every
momber of the Committee on Ways and Means, both Demo­
crats and Republicans. The reason they were gracious 

enough to assign this privilege to me is that I have been 
more or less active with reference to preparing and securing­
legislationl that aids the blind. I shall not take the time of 
this Committee any further on this point, but say again as 
grco
gaiusly and sincerely as I can that I appreciate the kind 
consideration of the committee. 

May I state further that this amendment simply puts the 

blind pensioners on the same basis as the old-age pensioners.
It raises the maximum contribution of the Federal Govern­
ment frcm $15 to $20. The Federal Government will con­
trbtupo 2anifheStegvnm twlldte 
rbt pt 2 n fteSaegvrmn ild h 

same the blind will get $40 per month-whatever the States 
will give up to $20 the Federal Government will match. The 
FederalI law provides that the old-age pensions must be ad­
mnsee ne tt ntadpatclyalteSae
mistrdineaSaeuitndpcialya hetts 
have such a State unit. It is unfortunate that the law is 
not the same as to the blind. In many States, in the State of 
OifrisacteSaei o nt ntesm a 
OifrisacteSaei o nt ntesm a 
with reference to the payment of old-age pensions as it Is 
with reference to the payment of the blind pensions, with 
the result that the blind people do not get the pensions as 

easily or to the same extent the old-age pensioners do. I 
hope the time will ccme when the blind will be given the 
same administrative advantages as the old-age pensioners. 

.Mr. McCORMACK. Mir. Chairman, will the gentleman 
yield? 

M.JNISo ho e:Iyedt h itnuse 
and learned gentleman from Massachusetts. 

Mr. McCORMACK. The statement of the gentleman from 
Ohio indicates the very fine spirit that existed among the

membership of the Committee on Ways and Means, 
without regard to party affiliation, during the entire con­
sideration of this bill, which extended over several months. 
It certainly was a pleasure to all the members of the Com­
mittee on Ways and Means, particularly the Democratic 
members of the committee, to have the committee amend­
ment offered by the distinguished gentleman from Ohio, 
who made such a valiant fight to have the amendment 
adopted. [Applause.] 

The CHAIRMAN. The question is on the committee 
amendment offered by the gentleman from Ohio [Mr. 
jENyjl] 

The committee amendment was agreed to, 
Mir HAVENNER. Mr. Chairman, I ask unanimous con­

sent to return to title VI in order to offer a few more amend­
ments, without debate, which I did not offer while title VI was 
under consideration. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from California? 

There was no obecetion. 
Mr. HAVENNER. Mr. Chairman, I offer an atmendmnent, 
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The Clerk read as follows: 

HAENNR: 10 
Amend"mc" nt fee yM.HVNE:Pae7,ln 0 fe: 

Arnncie.-tbyAir ccre age70,lin afer he 

Wod"fi* nert the following: 
*lll) Ccmgpen-atlon will be pnld to any otherwise eligible mndi-

viduail In accordfance with general standards and requirements not 
les3 favorable to such individual than the following or suibstantially 
eciuivalenit btandards: 

"(I) the individual will be entitled to receive, within a compen-
sotion rericd prrscribed by the State law of not more than 52 con-
sEcutive weeks, a total amount of compensation equal to not less 
than 16 times his weekly rate of compensation for a week of total 
unemcrployment: 

*(il) no individual wlll be required to serve a waiting period In 
exceas Of 1 week or 7 consecutive days of total unemnplol`ment within 
the compensation period prescribed by the State law as a condition 

toreccing dluring- such compensation period the total amount of 
cormpm"sation provided in subparsgraph (I) of this subsection: 

"(III) the weekly rates of compensation payable for total unem-
ployment In such State will be related to the full-time weekly earn-
ings (with respect to which contributions wvere required under such 
State law) of such individual during a period prescribed by State 
law and will be not less than (a') 155 per week if such full-time 
Weekly earnings were 810 or less. (ba') 50 percent of such full-time 
weekly earning3 if they were more than $10 but not more than $30. 
and (c'), $15 per week if such full-time weekly earnings were more 
than $30:' 

Olv) cempensation will be paid under such State law to any such 
individual whose earnings In any week equal less than such indi-
vidal's wei kly rate of compensation for total unemployment, in an 
anmount at least cqual to the difference between such Individual's 
actual earnings with respect to such week and h~s weekly rate of 
compensation for total unemployment; 

"(v) no disqualification for compensation will be imposed in excess 
of d-,squalificatlon for compensation during a 6 consecutive week 
period bec'ningii with the week In which the dIsqualifying circum-
btatnce occurs; and." 

The amendment was rejected. 

Mr ITAVENNI\ER. Mr. Chairman, I ask unanimous con-cent 


to extend my own remarks in the RECORD at this point. 

te

The CHAIRMAN. Is there objection to the rcquest ofth 
genti.?fran from California? 

There was no objection. 
Mr. HAVENNER. Mr. Chairman, this amendment estab-

lishes benefit standards which must be adopted by any State 
before additional credit allowance would be granted to ern-
ployers who are paying a smaller tax rate than the average 
rate in the State under specified provisions of the State law. 

The serious defcct in the 	proposal of the pending bill is 
that the benefit standards it establishes are reasonable only as 

minimum standards for the less industrialized States. In a 

number of States standards have already been adopted which 

are superior in some respccts to those of the bill before us. 


re 	 imiIf,If, oweertaxredctinsprmitedandnoprmitedandno issetoweertaxredctins imi issetre 
to the amount of reduction as soon as these minimum benfits 
are met and the specified reserve established, it will be almost 
iinpossible for States to retain or adopt superior standards, 
If better benefits are paid, 	the extra cost of such benefits will 
keep the reserve from being built up and will delay the full 
amcunt of tax reduction possible. 

It was only after the uniform Federal tax law was levied 
that States found it possible to pass unemployment-compcn-

equaize ompti-inerstte
sation laws. The Federal taxeqaidinrstecm t-

tive conditions. If varying amounts of credit are given

against the Federal law to make up for reductions in State


bewee illbe uequl aaintaxe, te cmpettioStaes 
taxe, te beweecmpettio Staes illbe uequl aain 

and each State Will try to reduce its rate as far as possible. 
It will be vel'y hard for any State to establish better benefits 

than the minimum, and those minimum standards are known 
to be inadequate. This is one of three amendments sponsored 
by the American Federation of Labor to prevent the proposed 
tax reduction in Unemployment-compensation tax returns 
from taking effect in such a way that benefit payments will be 
fixed at levels far too low to be satisfactory or adequate. 

Mr. Chairman. I offer a further amendment, 
The Clerk read as follows: 
Amendment offered by Mr. HAVasoNxa: Page 72. strike out lines 10 

ncusie:all of page 73. and lines 1 to 17. inclusive, on pageto 5. 
74. 	and insert the following: 


'(b) other State standards: Notwithstanding the provisions of 

su:3scction (a) (1) (A) of this section. a taxpayer shall be allowed 
an additional credit under section 1601 (b) with respect to any 
reduced rate of contributions permitted by a State law if the 
Board finds that under Such law-

,(I) the amount in the unemployment fund as cf the compu-
taIon date equals not less than one and one-half time the highest 
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amnount paid Into such fund with respect to any I of the pre­
ceding 10 calendar years. or one and One-half times the highest 
amount of compensation paid cut of such fund within any 1 Of 
the preceding 10 calendar years. whichever Is the greater; and 

*"(2)any variations In reduced ratt~s of ContribUtiCfls as between 
different persons having Individuals in their employ, are permitted 
only in accordance with the provisions of paragraph (2). (3). or 
(4) 	 of subsection (a) of this section; and 

"(3) either part 1, part II, part m1,or part; IV of this subs-ection. 
aecmie 	 ih 

'PAcmpldRitT, I 
ATetolanulctrbinwilyldotesthnn

-A h oa nulcnrbto ilyedntls hna 
t

2rncuint substantially equivalent to 2.4 percen of the total annual 
pay roll with respect to which contributions are required under 
uhlwan 

(B) compensation will be paid to any otherwise eligible indi­
ridual In accordance with general standards and requirenents not 
less favorable to such individual than the lollowing or substan­
tially equivalent standards: 

-0) the Individual will be entltlcd to rece~ve. within a compen­
ratlcn period prescribed by State law of net snore than 52 consecu­
tive weeks, a total amount of compensation equal to not less than 
16 times his weekly rate of ccmpensaticn for a week of total unem­
ployment, 

*il) no such Individual will be required to serve a waiting 
period In excess of 1 week or 7 consecutive days of total unem­
ployment within the compensation period prescribed by the State 
law as a condition to receiving during Fuch co'npen-sation period 
the total amocunt cf compensation provided in subparagraph (I) 
of this subsection; 

"Oll) the weekly rates of compensation payable for total unem­
ploymenlt in such State will be related to the full.-time weekly 
earnings (with respect to which contributions- were required unde.r 
such State law) of such Individual during a period prescribed by 
State law. and will not be less than (a') $6 per week if such full-
time weekly earnings were $12 or less. (b') 53 percent of such full-
time weekly earnings if they were more than $12 but not more than 
636. and (c') $18 per week if such full-time weekly earnings were 
mere 	then $36: 

"(iv) compensation will be paid under such State law to any such 
indivldU~sl whose earnings in 	 any we'ek equal less than such indi­
viciuai's weekly rate of compensation for total unemployment. In 
act amount at least equal to the difference between such indi­
vidual's actual earnings with respect to such week and his weekly 
rate of compensation for total unemployment; and

"(v) No d'squalIfcatlon for 	 compensation will be imposed In 
excess of disqualification for compensation during a C-con-secutive­
week period beginning with the week in which the disqualifying 
circumstance occurs. 

"PART U 

"(A) The total annual contributions will yield rot less than an 
amount su'stantially equivalent to 2.1 percent of the total annual 
pay roll with respect to which contributions are required under 
such law; and 

'1(B) Compensation will he paid to any otherwise eligible mndl­
vidual in accordance with general stande-rds, and requirements not 
less favorable to such individual than the following or substantiallyequivalent standards: 

'"(1) The individual will be entitled to receive, wilhln a comn­
penS3tlon period prescribed by State law of not more than 52 
consecutive weeks, a total amount of compensation equal to not 
less than 23 times his weekly rate of compensatiotn for a week of
total unemployment;

",(ii) No such individual will be required to serve a waiting 
period in excess of 1 week or 7 consecutive days of total unemploy­
ment within the compensation period prescribed by the State law, 
as a condition to receiving, during such compensation period, the 
total amount of compensation provided in subparagraph (1) of this
subsection; 

"(iii) The weekly rates of compensation payable for total unem­
ployment in such State will be related to the full-time weekly earn­
ings (with respect to which contributions were required under such 
State law) of such individuAl during a period prescribed by State 
law, and will not be less than (a') $7 per ree-k if such full-time 
weekly earnings were $14 or less. (b') 50 percent of such full-time 
weekly earnings if they were moce than $14 but not more than $40,
and (c') $20 per week if such full-time weekly earnings were more
than $40; 

-'(iv) Compensation will be paid under such State law to any 
such individual whose earnings In any week equal Iless than such 
individual's weekly rate of compen-sation for total unemployment,
In an amount at least equal 	 to the difference between such Indtl. 
vidual's actual earnings with respect to such week and his weekly 
rate of compensation for total uncmployment; and 

-'(v) No disqualification for compensation will be Imposed in 
excess of dtsquaififcation for compensation during a 6-consecutive.. 
week period beginning with the week In which the disqualifying 

cru ac cus 
"PART MM 

',A) The total annual contributions will yield not less than an 
amnount substantially equivalent to 1.8 percent of the total annual 
pay roll with respect to which contributions are required under 
such law; and 

"'(B) Compensation will be paid to any otherwise eligible indi­
vidual In accordance with general standards and requirements not 
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less favorable to such individual than the following or substantially
equivalent standards:

"I)ii he Individual will be entitled to receive, within a compen-
sation period prescribed by State law of not more than 52 conzecu-
tive weeks, a total amount of compensation tequal to not less than 
24 times his weekly rate of compensation for a week of total 
untemrployment:

" i) No such individual will be required to serve a waiting period
in excess%of 1 week or 7 consecutive days of total unemployment
within the comrpensationl period prescribed by the State law, as a 
condit ion to receiving, during such compensation period, the total
amiount of compensation provided In subparagraph (i) of this 
subsection:wolbefleeooyaddfathpupsofheaw 

uii Tmhe weekly rates of compensation payable for total un-
employment in such State will be related to the full-time weekly
earninizs (with respect to which contributions were required under 
such State law) of such individual during a period prescribed by
State law and will not be less than (a') $7 per week if such full-
timne weekly earnings were $14 or less, (b') 60 percent of such full-
time weekly earnings if they were more than $14 but not more than
,t40. and (c') $20 per week if such full-time weekly earnings were 
more than $40;raeiloeeecSttw'wihtloeisontx

'(iv) Compensation will be paid under such State law to any
such individual whose earnings in any week equal less than such
individual's weekly rate of compensation for total unemployment,
in an amount at least equal to the difference between such indi-
vidual's actual earnings with respect to such week and his weekly
rate of compensation for total unemployment, and 

-(v) No disqualification for compensation will be imposed In 
excess of disqualification for compensation during a 6-cons:!cutive­
week period beginning with the week in which the disqualifying
circumstance occurs. 

"P'ART Tv 
"(lThe total annual contributions will yield not less than an 

amount substantially equivalent to l.a percent of the total annual 
pay roil with respect to which contributions are required under
such law; and 

-iB) Compensation will be paid to any otherwise eligible mndi-
vidual in accordance with general standaids and requirements not 
l~es favorable to such individual than the following or substantially
equivalent standards: 

' Ii) The individual will be entitled to receive, 'within a comnpen-
cation period prescribed by State law of not more than 52 consecu-
tive weeks a total amount of compensation equal to not less than 
26 times his weeckly rate of compensation for a week of total unem-
ployment; 

"(ii) No such Individual will be required to serve a waiting period
In excess of I week or 7 consecutive days of total unemployment
within the compensation pericd prescribed by the State law, as a 
condition to receiving, during such compensation period, the total 
amount of compensation provided In subparagraph (I) of this 
subsection; 

"(iii) The weekly rates of compensation payable for total unem-
ployment in such State will be related to the full-time weekly earn-
ings (with respect to which contributions were required under such 
State law) of such individual during a period prescribed by State 
law and will not be less than (a') $7 per week if such full-time 
weekly earnings were $14 or less, (b') 682'3 percent of such full-
time wveelkly earnings if they were more than $14. but not more 
than $o40, and (C' I $20 per week if such full-time weekly earnings 
v.ere more than $40; 

'lv) Compensation will be paid under such State law to any
such individual whose earnings in any week equal less than such 
Individual's weekly rate of compensation for total unemployment,
in an amount at least equal to the difference between such indi-
vidual's actual earnings with respect to such week and his weekly 
rate of compensation for total unemployment; and 

'(v) No dliqualification for compensation will be imposed in 
excess of d'squaliifcation for compensation during a 6-consecutive-
week perioU beginning with the week in which the disqualifying
circumstance occurs."' 


Mr. CCOMAC th
(inerrptig ofthe 
Mr MCOMAKinerupin tereading ofte

amendment). Mr. Chairman, I ask unanimous consent that 
the further reading of the amendment be dispensed with,

The HAIMAN obecton th reues ofIsther oTheCHARMA.I thre bjetio tothereqestof
the gentleman from Massachusetts?ciur 

Ther wasno ojecton.Mr. 
The CHAIRMAN. The question is on the amendment of-

fered by the gentleman from California. 
The amendment was rejected. 
Mr. HAVENNER. Mr. Chairman, I ask unanimous con-

sent to extend my Own remarks in the RECORD at this point.
The CHAIRMAN. Is there objection to the request Cf 

the gentleman from California? 
There was no objection. 
Mr. HAVENNER. Mr. Chairman, the pending bill pro-

vides that the States should be allowed to reduce the tax 
rate without any reduction in the credit their employers
have against the Federal tax when they have reserves of a 
specified amount and have adopted the stated benefit stand-
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ards. Those standards are so far from adzquate that in 
Some respects they are inferior to existing State laws. The
Ways and Means Committee report estimates that all ex­
cept five States would be able to reduce taxes in 1940. To 
allow tax reductions to proceed unchecked after these stand­
ards are reached will prevent any improvemnent in bene­
fits. There will be a competitior between States to push
taxes down rather than a reasonable effort to improve benefits

Tax reductions wh~ch would prevent benefit Increases
wolbeasecnmyndeetthpuoeofhea. 

An amendment providing for progressive benefit h-ereascs 
as a condition of prcgressive tax reductions would put real 
security into the system.

At present no State has a satssfactory benefit scale. The 
purpose of unemployment compensation is to pay reason­
able benefits to the unemployed worker. If the Federal taxrt slwrd ahSaewl iht oe t w a 
rate to give its employers the same advantage enjoyed by
employers in other 
tne obnftwl 
tne obnftWl 

States. 
ufrb 
ufrb 

The persons
etnaino 
otnainO 

the law 
o 
o 

was in­
eei 
eei 

rates. 
This amendment has been prepared by the American PAd­

eration of Labor, and I urge its adoption. 
Mr. Chairman. I offer a further amendment. 
Mr. BUCK. Mr. Chairman. a parliamentary inquiry.
Tne CHAIRMAN. The gentleman will state it. 
Mr. BUCK. How many more amendments will be of­

fedb tegnlanro Cliri?
fedbytegnl anro Clfria

The CHAIRMAN. The Chair does not think that is a 
proper parliamentary inquiry, but the Chair has been ad­
vised that this Is all. 

TeCekra sflos 
TeCekra sflos 
Amendment offered by Mr. &~vsrNEta: Page 61, after line 4,

Insert the following: 
"(7) Compensation will be paid to any otherwise eligible Indi­

vidual in accordance with general standards and requirements not 
less favorable to such individual than the following or substantially
equivalent standards: 

-(A) The individual will be entitled to receive, within a com­
pensation periqd prescribed by the State law of not more than 52 
consecutive weeks, a total amount of compensation equal to not 
less than 16 times his weekly rate of compensation for a week of 
total unemployment; 

-(B) No individual will be required to serve a waiting period In 
excess of 1 week or 7 consecutive days of total unemployment
within the compensation period prescribed by the State law, as a 
condition to receiving during such compensation period the total 
amount of compensation provided in subparagraph (A) of this 
subsection; 

-(C) The weekly rates of compensation payable for total unem­
ployment In sucla State will he related to the full-time weekly
earnings (with respect to which contributions were required under 
such State law) of such individual during a pericd prescribed by
State law and will be not less than (I) $5 per week if such full-
time weekly earnings were $10 or less. (it) 50 percent of such full-
time weeakly earnings if they were more than $10 but not more than 
$30. and liii) $18 per week if such full-time weekly earnings were 
more than $30; 

"ID) Compensation will be paid under such State law to any
such individual whose earnings in any week equal less than such 
individual's weekly rate of compensation for total unemployment,
in an amrount at least equal to the difference between such indi­
vidu al's actual earnings with respect to such week and his weekly
rate of com'pensation for total unemployment; and 

"(E) No disqualification for compensation will be Imposed in 
excess of disqualification for compensation during a 6-consecutive­
week period beginning with the week in which the disqualifyingcirustance occurs."' 

McCQRMIACK (interrupting the reading of the amend­
ment). Mr. Chairman. I ask unanimous consent that the 
further reading of the amendment be dispensed with. 

The CHAIRMAN. Is there cbjecticn to the request of the 
gentleman from Massachusetts? 

There was no objection.
The CHAIRMAN. The question is on the amendment of 

the gentleman from California. 
The amendment Was rejected. 
Mr. HAVENNER. Mr. Chairman, I ask unanimous con­

sent to extend my own remarks at this point in the REcoaD. 
The CHAIRMAN. Is there objection to the request of the 

gentleman from California? 
There was no objection. 
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Mr. HAVENNER. Mr. Chairman, when the Federal 3-per- 

cent tax was adopted in title IX of the Social Security Act 
the purpose was to make it possible for States to establish 
unemplOyment-compensation systems without handicapping 
their employers in interstate competition. The 2.7-percent 
tax which most of the States adopted was a compromise, 
admittedly not large enough to pay the benefits which would 
mean substantial security for unemployed workers, but as 
large as it wvas believed advisable to levy on pay rolls in 1935 
for unemployment compensation. Everyone expected that 
benefit payments wculd be as large and as extended as the 
funds raised would permit. 

Instead of adequate benefits the low standards adopted 
originally on the basis of mistaken estimates of cost were 
retained, and the money collected was not used. Absurdly 
low benefit checks, many for amounts less than $2, long wait-
ing periods, severe disqualifications, and payments for periceds
too brief to be significant have made a farce of unemploy-
ment compensation in many States. In the last quarter of 
1938, 28 percent of the cheeks were for amounts less than 
$8. In the first quarter of 1939 those small checks had in-
creased to 33 percent of the total written. It is no wonder 
that unused reserves have piled up to very large sums in some 
States. 

It is time to remember the purpose of social-security legis-
lation. Unemployment compensation is to aid the unem-
plcyed worker. The meager payments so far have made a 
mockery of the "security" the system was designed to achieve. 
The 3-percent tax is in large measure passed on to consumers. 
The estimated saving to employers from tax reductions is, 
therefore, vastly overrated. The real aid to business would 
come from making full use of the unemployment-compensa-
tion funds. If the benefits are adequate, paid promptly and 
for periods long enough to cover the usual perieds of unem-
ployment the amount paid in in taxes will be returned to 
business in payment for goods. That demand for commod- 
ities is the relief business needs. When commodities are sold 
there is mcney to pay taxes. 

Unemployed workers can be counted on to spend all the 
money they get in benefits. Their demands are limited only 
by their resources. The law wascdesigned for their aid. Mak-
ing their purchasing power regular would aid business, so 
serving a double purpose. The amendment provides for 
standards of benefit payments which will insure a more corn-

plet fudsus or eneft pymets.reasonofavalabl 
pTeie useofdavailale fundssore bentefi pAymercnts. eato 

Thisbo amndmn ishponord b yeteaAercanFteraio 
ofLbr. an Cadopted. t trkeothlsshould. be. v 

r. stikeMr. ILLR. CairanI moe t ut he ast 
word. 

Mr. Chairman, I take this time to express very briefly an 
observation brought to mind by the amendment offered by the 
gentleman from Ohio [Mr. JENKINS]I and adopted by the Coin-
mittee a few moments ago. I think it is well to pause and 
remind ourselves that because of the intense interest in old-
age assistance and old-age insurance, we are many times 
inclined to overlook the importance of other titles of the 
Social Security Act. I believe I can safely say that in my own 
district very few of the residents realize the possibilities in 
the Social Security Act, and very few of the States, I fear, 
are taking full advantage of certain titles of the act. 

The change made in title IV wherein the Federal Govern-
ment will now match dollar for dollar the money appropriated 
by the States is certainly an improvement over the old act. 

The American Legion has been very much interested in 
this whole program of child reform, and at their suggestion
the F. E. R. A. made a survey a few years ago and developed 
the fact that there are in the United States practically the 
same number of needy children as there are aged people in 
need, but still the fact remains that at the present time we 
are spending $4 for assistance to the aged for every dollar we 
are spending for dependent and needy children, 

I realize that part of the program must be carried on by 
the States, but I1feel it is the duty of every Member of the 
Congress. when they go back into their districts to discuss 
with these in Power in their respective States the possibility 

I fV---440 
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of enlarging and Increasing the work done for the needy 
children. 

Mr. TREADWAY. Mr. Chairman, will the gentleman yield? 
Mr. MILL-ER. G~adly. 
Mr. TREADWAY. Of course, the gentleman is well aware 

of the fact we have done the right thir~g by the needy children 
in changing the apportionment from one-third to one-half 
as the contribution on the part of the Federal Government. 

Mr. MILLER. I1 intended to express the thought, and I 
believe I did say that was an improvement, and I hope the 
information will be conveyed back to the several States. 

IHere the gavel fell.]
 
Mr. VOORHIS of California. Mr. Chairman. I offer an
 

amendment. 
The Clerk read as follows: 
Amendment offered by Mr. VOocHYS cf California: On page 97, 

line 5. after section 703. insert a new section to re.ad a.s follows, 
"SEC. 704. Title X of the Social Security Act, as amended. Isofamended by inEerting aftcr the word 'blind' wherever it occurs In
ch title the following: 'or persons physically disabled in such 

duegcree as to be unable 'to engage in a gainful occupation."'" 
Mr. VOORHIS of California. Mr. Chairman, I am sure 

that the real purpose of this amendment is one toward which 
the members of the committee themselves are sympathetic. 
Ideteehsbe oedsuso led ncneto 
windedthisere i whasben wsomdscusionalIreadyinhconnetution
wihtsbilnwicitasadsIreltatatuyo

this question is being made.
 
SiThe philosophy behind this amendment, I think, is very,
 
imple. It is simply that disability due to blhndness is no
 

more serious for the person affected from the standpoint of
 
being able to engage in earning a living than many other
 
kid fdsaiiy ndteeoe in order for the act to bZ
 
a weil-rounded piece of legislat ion, there should be some pro..
 
vision made for other ty'pes of 'disability on the same basis as
 
is made for blindness, provided the disability is sufficiently
 
serious to render it impossible for the person to engage in a
 
gainful occupation.
 

The amendment would in no way change the obligation on 
the State to determine the degree of disability and would still 
leave to the State, of course, the determination as to how far 
it would go in making provision for cases of this kind. 

I simply felt that in the interest of having the act a well-
rounded one, an amendment of this kind should be put into 
the measure and made a part of the program, and this is the

I have offered the amendment. 
Mr. COOPER. Mr. Chairman, I shall ask the indulgence 

of the House only briefly. I pointed out yesterday in re.. 
sponse to a question asked me the reasons of the committee 
for not including total permanent disability cases in the 
pending bill. I am sure I voice the sentiment and feeling 
of every member of the Committee when I say that we are 
interested, we are in sympathy, with this group of our people,
but it was pointed cut to us by the Chairman of the Social 
Security Board that although they recommended future in­
clusion of permanent and total disability cases, they thought 
perhaps it would take a year or maybe 2 years to be able 
to properly work out the administrative program so as to be 
able to take care of that. WVehave many difficult questions 
involved in that, so that certainly this amendment should 
not be included in this bill. We should not start en this 
program at this time. The Social Security Board is continu­
ing its study and its investigation. There would be consider. 
able additional ccst involved and the Board is not prepared 
and ready to administer such a program even if it should be 
adopted. 

Mr. TREADWAY. Mr. Chairman, Winl the gentleman 
yield? 

Mr. COOPER. Yes. 
Mr. TREADWAY. Has not the gentleman Just referred 

to one outstanding reason for further study, namely, the 
additional cost which would undoubtedly reach into a very 
large figure? 

Mr. COOPER. Yes: that is true. 
Mr. REED Of NeW York. Mr. Chairman, Will the gentle. 

matn yield? 
Mr. COOPER Ye&. 
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Mr. REED of New York. Of course it must be apparent 

to all of the Members of the House that this is a bill so 
very comprehensive, entering into so many fields of social 
security, that it is utterly impossible to work out a solution 
of all of theni that prescnt themselves at this time. 

Mr. COOPER. There is no dcubt about that. 
Mr. BUCK. Mr. Chairman, will the gentleman yield? 
Mr. COOPER. Yes. 
Mr. BUCK. The gentleman will recall that the estimate 

of the cost for benefit disbursements in a total disability
benefit plan ranged from $27.000.000 to $30,000,000 in 1940, 
and would reach to from $162.003,003 to $278,000,000 by 1945. 
and increase thereafter, so your committee was very seriously 
conccrncd with the question of cost. 

The CHAIRMAN. The tirne of the gentleman from Ten-
ncssee has expired. The question is on the amendment 
offered by the gentleman from California. 

The amendment was rejected, 
Mr. McCORMIACK. Mr. Chairman, I move to strike out 

the last word. I was very much pleased to hear the remarks 
of the distinguished gentleman from Cornnecticut [Mr. Mrm-
LERI in relaticn to dependent children. Nothing pleases me 
more in this bill than the increased Federal grant from one-
th~rd to one-half and the increase of eligibility from 16 years

toth8 yarswhe re atendng chol.chldrn eguarl
tom18 yeas whdenxthee hidrenar regularly attenadiangeschl 
Somepofis had. eteedfut nhvn h dac c 

complshed.was
The acticn of the committee in increasing the Federal 

grant to dependent children from one-third to one-half is a 
commendable one. It was my pleasure to introduce a bill 
at the request of the American Ilegion to accomplish this re-
sult. The Social Security Board also made this as one of 
iThefommeydaisteoldsnforsoslisiutos.ae

The am~y oldsti th f or scia insituion. Sfe-000 acres of land, of which less than 1,500,000 acres is capable
guarding the family against economic hazards is one of the of being cultivated. The evidence showed that the per capita
major purposes of modern social legislation. The impor- inccme and wealth of the inhabitants of Puerto Rico is very,
tance of the family, and the duty, obligation, and necessity very low. 
of preserving it as far as possible, is evildent to all of us. The The evidence also showed, as contained in a letter from 
action of the committece is not only humane, but is a great Governor Winship to President Roosevelt dated June 25, 1938, 
sted-agehi dieciltion,. otiuoyadnnatiuoy that during the 5-year period from March 1933 Puerto Rico

ontibuoryandOld-ge egilaton, oncnt~butryreceived out of funds appropriated for new construction and 
unemployment compensation, mothers' aid, and general relief 
by several States and then political subdivisions, aid .to the 
blind and incapacitated, all have an important bearing on 
preserving the family life. 

In these cases most of the beneficiaries are adults. In the 
- .p of aid to children we are giving consideration to the 
child of today who will be the citizen ot tomorrowv and upijj 
whose shoulders, with others, will rest the duty and task of 
carrying on the full duties of a citizen. It is to the children 
of today that we must look to for the successful conduct of 
our Government when the time comes that they assume full 
responsibility. That is all the more rea-son why the increased 
Federal grant to dependent children l- important and com-
mendable. 

Prior to the passage of the Social Security Act, which was 
brought about through the inspiration and leadership of the 
great humanitarian, President Franklin D. Roosevelt, there 
was no national pattern of relief for dependent children, the 
aged or the blind. 

In 1934, 270.000 to 28000O dependent children in "need" 
were eared for, inadequately in most cases, under State law, 
with only a few States making provision for such aid, 

Today, 631,000 children are receiving aid, in 40 States and 
two Territories, which are participating in the Federal-State 
program brought abcut as a result of the passage of the 
Sccial Security Act, with 95 percent of such cases in the 
United States receiving assistance thrcug-h Federal contribu-
tion. The action in increasing the Federal grant from one-
third to one-half should enable States to extend their activi-
ties in this deserving field, 

Prior to the passage of the Social Security Act, the few 
States that gave consideration to the dependent children in 
need generally did so through mothers' aid laws, the stand-
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ards being diffiicult to meet, and generally beirig left to the 
political subdivisions of a State to assume the burden of 
meeting. In the 40 States and 2 Territories that have passed 
laws complying with title IV, that situation has changed.

One of the underlying theories behind title IV-aid to de­
pendent children-is that it is inadvisable from the angle of 
government and wrong from the angle of society to break up 
a family and p~t children in the position of requiring public 
assistance in a poor institution, such as was the general prac­
tice only a few years ago.

Under institutional care, which is repugnant to all, which 
the social-security law practically removed, the costs were 
much greater than keeping the family together, keeping the 
mother and her children in their own home. 

I am also particularly pleased in the action taken by the 
Committee on Ways and Means, and which the House has 
agreed to. relating to Puerto Rico, and in giving to the people 
of Puerto Rico the benefits provided for in this bill. I hope 
that in the near future the other recommendations of Presi­
dent Roosevelt and of the Social Security Board with refer­
ence to the peojpie of Puerto Rico will be incorporated into 
law. 

The people of Puerto Rico are citizens of the United States 
Jlust as much as wve of continental United States are.

The evidence presented to - the committee by Governor 
Winship and Miss r-enroot, Commissioner Iglesias, and 
others who appeared in behalf of the people of Puerto Rico 

interesting and convincing. It showed that Puerto Rico 
is an is-land of about 100 miles long and 35 miles wide, and in 
that limited area are living 1,800.000 persons, or about 500 
persons per square mile. If the same number of persons per
mile, for example, lived in the great State of Texas, the popu­
lation of the State of Texas would be 115,000,000. The evi­
dence showed the area of Puerto Rico comprises about 2,200,­

emergency purposes $57.41 per capita. The letter of Gover­
nor Winship also shows that the per capita appropriation in 
continental United States was $222.99; in Hawaii, $141.5'0; in 
Alaska, $211.40; and in the Virgin Islands, $282.28. 

The letter also shows that in the same period the Federal 
Government allowed the government of Puerto Rico to re­
ceive around Sb,UU0,000 each year in taxes, which during the 
5-year period is about $14 per capita, which, added to' the 
$57.41, would only amount to $71.41 per capita. 

The evidence also shows that the people of Puerto Rico 
are among the best customers of goods produced or manufac­
tured in the United States, buying from continental United 
States in 1936 farm products or manufactured goods and 
other manufactured products in the sum of $86,350,000, and 
in 1937 in the sum of $90,000,000. 

The evidence also showes that the legislative body of Puerto 
Rico has already made the appropriations necessary to match 
the Fcdcral grant on the provisions of the pending binl that 
we have extended to Puerto Rico. Puerto Rico has -simply 
sought what other parts of the United States now have under 
the existing social-security law; and in this bill we have 
included Puerto Rico in such parts thereof as the Puerto 
Rican government are capable of accepting at the present 
time. 

Puerto Rico is an integral part of the United States. The 
people of Puerto Rico are citizens of the United States. Its 
people should be given every opportunity to progress eco­
nomically as rapidly as they can. We should give to the 
people of Puerto Rico consistent with their best Interest.-. and 
in the near future the humane benefits of all of the provi­
sions of the Social Security Act and of all progressive legis­
lation that future Congresses might pass and which might
become enact±ed into law. 
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The Clerk read as follows: 

TnwE VIII-Am~wrimmns To TI= XI or T=z SocrAL sfcvnuarr Ac 
SEc. 801. Effective January 1, 1940-
(a) 	 clause (1) of section 1101 (a) of such act is amended to read 

nscfollow~s: "(l) The term 'State' (except when used in sec. 531)
includes Alas-ka. Hawaii. and the District of Columbia. and when 
used in titles V and VI of such act (including sec. 531) includes 
Puerto Rico.", 

(b) 	 section 1101 (a) Is further amended by striking out paragraph 
(G) and Inserting in lieu thereof the following:

"(6) The term 'employee' includes an officer of a corporation. It 
also includes any individual who, for remuneration (by way of corn-
mission or otherwise) under an agreement or agreements contem-
plating a series of similar transactions, secure 3 applications or orders 
or otherwise personally performs services as a salesman for a person 
In furtherance of such person's trade or business (but who is not 
an employee of such person under the law of master and servant); 
unless (A) such services are performed as a part cf stich Individual's 
business as a broker or factor and, in furtherance of such business 
as broker or factor, similar services are performed for other persons
and one or more employees of such broker or factor perform a sub­
stantial part of such services, or ID) such services are casual services 
not in the course of such individual's principal trade, business, or 

occuption.Aga-In
"(7) The term 'employer' Includes any person for whom an Indi-

vidual performs any service of whiatever nature as his employee." 
SEC. 802. Title:KI of such act Is further amended by adding at the 

end thercof the follcwlng new sections: 
"aIsOLOsuRE oF I-,kcOSMATroq im rossassom oF EoAnD 

"SEC. 1106. No disclosure of any return or portion of a return (in­
cluding Information recturns and other written statements) filed 
with the Commissioner of Internal Revenue under title VIII of the 
,Social Security Act or the Fedcral Insurance Contributions Act or 
under regulations ma-de under anuthcrity thereof. which has been 
transmitted to the Hoard by the Corrmissioner of Internal Revenue., 
or of any file, record, report, or other paper, or any Information, 
obtained at any time by the Board or by any officer or employee of 
the Heard In the course of discharging the duties of the Board, and 
no 	disclosure of any such file, record, report, or other paper, or 
information, obtained at any time by any person from the Hoard or 
from ally officer or employee of the Board, shall be made excecpt as 
the Hoard may by rcgulations prescribe. Any person who shaUl 
violate any provision of this section shall be deemed guilty of a mis- 
demeanor. and upon conviction tlso-.rcof shall be punished by a fine 
not exceeding $1,000 or by imprissonment not exceeding 1 year, or 
both. 

"PENALTY FOR FSAIUD 
"Sac. 1107. (a) Whoever, with the Intent to defraud any person, 

shall make or cause to be made any false representation concerning 
the requirements of this act, the Federal Insurance Contributions 
Act, or the rederal Unemployment Tax Act, or of any rules or regu-
latlons issued thereunder, knowing such representations to be false. 
shall be deemed guilty of a misdemeanor, and upon conviction 
thercof shall be 'puni-shed by a fine not exceeding $1,000 or by 
imprisonment not exceeding 1 year, or both. 

"(b) Whoever, with the intent lo elicit information as to the date 
of birth, employment, wages, or benefits of any Individual (1) 
falscly represents to the Board that he is such individual, or the 
wife, parent, or chtld of such individual, or the duly authorized 
agent of such individual, or of the wile, parent, or child of such 
individual, or (2) falsely represents to any person that he is an 
employee or agent cif th~c United States, shall be deemed guilty of a 
misdemeanor, and upon conviction thereof shall be punished by a 
fine not exceeding $1,000 or by imprisonment not exceeding 1 year, 

or both."(b)
Mr. McCORMACK. Mr. Chairman. I offer the following 

committee amendment, which I send to the desk. 
The Clerk read as follows: 

Cmiteamendment offered by Mr. McCoassAcl: Page 98, line 
Commtteeto 

4, strike out the words 'casual services." 

Mr. MCCORMAC. Mr. Chairman, this is the same
amendment adopted in another part of the bill found on 
page 64. 

The CHAIRMAN. The Question is on agreeing to the corn-
mittee amendment. 

The comnmittee amenedmlent was agreed to. 
Mr. CARLSON. Mir. Chairman. I move to strike out the 

last word. In this section we are including Puerto Rico for 
the first time under the Social Security Act. It comes unde 

I 	 der 
the provisions of title V and title VI, which deal with ma 
ternal and child welfare and with public health. I think 
every mcmber of the Ways and Means Committee was greatly

withthetestmonofHon.BlatonWinsipGov
impressed wtthtetmnofHnBlnoWizipGv-
ernor of Puerto Rico, and by representatives of the Depa~rt-
ment of the interior and other citizens interested in the wel-
fare of that country. I1think we were all amazed to learn 

of orswhil weconribue fnancall to 
that this Nation oforwiew otiuefnnilyt
the support of Puerto Rico in several and In akny ways. yet 
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passed legislation in Congress that is Just about to destroy 
the economic conditions of that country. 

Governor Winship stated before our committee that there 
were six or scvyca hundred thousand who have got to be fed 
or they will go hungry this summer because of the sugar 
quota and the wage and hour law, The wage and hour law 
and the tradle treaties have practically destroyed an industry
employing ninety to one hundred thousand women. It seemIs 
that our Nation has tried to help Puerto Rico flnancially, but 
at the same time just about strangled them with reciprocal-
trade treaties and regulations.

On April 14 the -Senate and House of Representatives of 
Puerto Rico passed a concurrent resolution. I am going to 
read one section of it: 

Whereas these acts on the part of the Congress of the United 
States and of the national administration will undoubtedly cause 
the total ruin of all cur resources and all wealth, and they now 

dsorg l ntaieo h uiese fPet ioadkl 
all hope of creating new Industries. 

I say the reciprocal-trade agreements and wage and 
horlwtaweheencdhvejsabudsryd
hu a htw aeeatdhv utaiu etoe 
that country. The following resolution passea by the Senate 
and House of Puerto Rico calls to our attention the seriousness 
of the situation: 

Concurrent resolution to set forth the very acute crisis now expe­
rienced by the island of Puerto Rico; to make urgent demands 
upon the Pretident of the United Staes:: of America and the 
national administration for a remedy for this situation 
WherevS the exports of Puerto Rico have fallen from $114.953.827 

In 10.37 to 582.077,173 In 1938. 1. e.. a decrease of 28.5 percent. In 
1938 imports amourted to 693.314.783. which showed a trade bal­
ance ta'zinst Puerto Rico of 611.237,605 In the year 1938: 

Whereas due to the restrictions resulting from the quotas as­
signed to Puerto Rico for this yernr; there can be no new plantings 
of s-u.-arcane, the sugar-grinding season will close in Way. It being 
one of the shortest there has ever been in Puerto Rico, and at the 
close of the grinding season there will be over 200,000 laborers 
out of work: 

Whereas according to reports of the Administrator of the 
P. R. R. A.. the number of cases certified for relief reached 222.606
 
unemployed in November 1938. a figure which represents, counting
 
their dependents, 1.121,035 perso-is without means of subsistence;
 

Whereas Puerto Rico has suffered considerable reductlons in 
the export values of its agricultural products during the year 10-38 
as compared with 1937, reductions which are distributed- approxi­
mately as follows: Sugar. $21,240.000; coflee, $1,059,000; tobacco, 
$1,631,000; fruits. $691,000; needlework, C9,199,000; 

Whereas in accordance with the agreement enitered into with 
Cuba on September 3. 1934, by virtue of which the tariff on canned 
and fresh pineapples was reduced, the Republic of Cubs bound 
itself to furnish seeds to Puerto Rico, an obligation which it has 
refused to perform, thus violating the conditions of said treaty: 

Whereas these reductions (with the exception of coffee) have aul 
been due directly to acts, both legislative and admInistrative, of 
the National Government, to wit: 

(a) Sugar Act of 1937, which in the distribution of quotas allots 
to Puerto Rico a ratio of only 11.94 percent out of the total esti­
mated consumption of the Nation. 

T7he Wage and Hour Act, which prescribes wages at a rate 
that the most important of the industries affected cannot with­
stand. 

(c) 	 Trade agreement with France whereby the duty on bay onl 
was reduced from 25 percent to 121"2 percent, which caused our 
sales of this oil to the United States to drop from $29,181 In 1937 

617.223 	 in 1938. 
Tr)'Iade agreement with Cuba, dated September 3, 1934, re­

ducing the duty on cigars from $3.60 a pound, plus 20 percent ad 
Talorem. to 5225 a pound, plus 

12 1
*' percent ad valorem, which 

caused a drop from S1,453.340 in 1934 to 542.813 in 1938 In the 
value of Puerto Rican cigars in the United States. 

(e) Trade agmtement with the United Kingdom, dated January 
1. 1939. reducing the duty on Coconuts from $5 a thousand to62.50 a thousand, which reduction is likewise applicable to coco­
nuts imported from Panama, Colomb~a. Venezuela, Cuba, and 
Santo Domingo, under the "most favored nation"' clause in their 
commercial treaties with the United States, which has resulted in 
such a drop in the price of coconuts that It Is hardly worth while 
to ship them. 

(f) 7Trade agreements with Ei Salvador. Guatemala, and Csnada. 
dated May 31. 1937; June 15. 1938, and January 1, 1939. reducing 
the import duty on honey from 3 to 2 cents a pound, for which 
reason the sales of honey from Puerto Rico In the United States 
hare dropped from 575.175 in 1936 to $47,924 In 1938. 

(g) Trade agreement with Switzerland. dated December 15. 
1936. which ona pages 375-410 reads as follows: Handkerchiefs, 
wholly or in part of machine-made lace; handkerchiefs embroi­
dered (whether with a plain or fancy Initial, monogram, or other­
wise, and whether or not the embroidery Is on a scalloped edge). 
tambhoured. apPllqued. or from which threads have been omitted. 
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drawn, punched, or cut. and with threads introduced after weav-
ing to finish or Ornament the openwork. not including one row of 
straight hcmstitching adjoining the horn: any of the foregoing. 
finished or unfinished, which contain no handmade lace and which 
is not embroidered or tamboured in any part by hand: Composed 
wholly or in clh'ef value of cotton, 2 cents each and 30 percent 
ad valorem. Composed wholly or in chief value of vegetable fiber 
other than cotton: If finished and valued at 80 cents or more per 
dozen. 2 cents each and 30 percent ad valorem. 

If unh.~mmed and without any finished edge. and valued at 45 
cents or more per dozen. 2 cents each and 30 percent ad valorem. 

The Treasury Department decided that. inasmuch as paragraph 
1529 (b). above cited, specifically exempts only handkerchiefs 
which are not cmbrcid-rrcd or tamboured in any part by hand, 
but does not specifically exempt other hand-made ornaments such 
as applique, works from which threads have been omitted. etc., 
handkerchiefs on vwhich such handwork has been done shall be 
included under the new tariff rate of the treaty. 

The above did not favor Switzerland but instead favored China, 
which totally invaded the handkerchief market of the Unitcd 
States to the detriment of the handkerchief market of Puerto Rico. 

(h) Competition with China, the Philippines. Portugal. Japan, 
Italy. and Madeira. subject to this tariff under the most-favored-
nation clause, caused a drop in the value of our sales of needle-
work to the United States from $20.811.000 in 1937 to 811.612.000 
in 1938: this when the wage rates fixed by the National Wage 
and Hour Act were still to be prescribed: 

(i) Trade agreement with Cuba. of September 3. 1934. lowering 
the tariff on cucumbers. peppers. canned and fresh pineapples. 
as follows: Cucumbers, from $0.024 a pound to $0.012 a pound; 
peppers, from $0.02 a pound to $0.015 a pound: canned pine-
apples. from $0.016 a pound to $0.008 a pound: fresh pineapples, 
from $0.40 a crate to $0.20 a crate. These reductions in the tariff on 
cucumbers and peppers are aggravated by the fact that such 
reductions are effective from December 1 to the last day of the 
following February In the case of cucumbers, and from January 
1 to April 30 in the case of peppers. and it is between these dates 
for which the reduction has been granted that Puerto Rico ships 
these products to the continent, when the other producing areas 
of the Nation have finished selling their crops. thus giving the 
advantage to Cuba exclusively at the expense of Puerto Rico. while 
complete protection Is afforded to the other producing areas of 

theconinnt.Asrsul, te aleof ueto ica ccumbers 

to the United States has dropped from 2.923.230 pounds In 1935 
to 2.562.450 pounds in 1938; and sales of peppers have dropped 
from 149.845 pounds in 1935 to 78.255 pounds in 1938. Even 
though this reduction is not of the greatest significance, it is 
important. however, that a business which, if it enjoyed 'adequate 
protection, could increase in importance and perhaps become a 
leading factor in our sources of wealth, has been brought to a 
standstill: 

(J) As regards fresh pineapples, the agreement with Cuba will 
practically do away with the cultivation of this fruit In Puerto 
Rico. considering that Cuban exports of fresh pineapples to the 
United States have increased from 52.7 percent of the total pine-
apple imports in 1935 to 55.4 percent In 1936 and 64.6 percent in 
1937. while Puerto Rican shipments decreased during the same 
period from 34.2 percent in 1936 to 28.3 percent In 1937. As a 
result of competition, furthermore, prices dropped from $2.66 a 
case in the Ncw;, York market in 1935 to $2.47 a ease in 1936, to 
$2.24 a case ifl 19.7, and to $1.94 a case in 1938. and the prices 
on canned pineapples likewise dropped from $0.066 a pound in 
1935 to S0.C64 a pound in 1936. to 80.058 a pound in 1937. and 
to 80.057 a pound In 1938; and the whole situation is now fur-
ther aggravated by the fact that the canning and packing of pine-
apples for the market is now made enormously expensive through 
the application of the Wage and Hour Act. Agreements similar 
to that made with Cuba in regard to pineapples, made with Hon-
duras. Guatemala. Haiti. and Costa Rica. have reduced the duty 
on fresh pineapples from $0.50 a crate to $0.35 a crate, and the 
agreement with the United Kingdom of England dated January 
1. 1939. now also fixes the duty at $0.35 a Crate; 

1k) Trade agreement with Cuba (September 3, 1934) and Haiti 
(June 3. 1935) reducing the duty on rum from $4 to $2 a gallon 
in the case of Cuba and from $5 to 82.50 a gallon in the case of 
Haiti. Through these concessions the expansion of our liquor in-
dustry has necessarily been checked, which with the effective pro-
tection previously enjoyed, could have developed into a source of 
Income of almost as much consequence as the sugar indudstrY; 

(1) Trade agreement of September 3, 1934, with Cubs, making 
reductions in the duty on unstripped tobacco; agreement Of Feb-
ruary 1, 1936. with Holland. lowering the duty on cigar wrappers; 
agreement of January 1, 1929, with the United Kingdom. lowvering 
the duty on cut tobacco; agreement of September 3. 1934, with 
Cuba. lowering the duty on fresh tomatoes and grapefruits. all of 
them to the grave Injury of the price of our tobacco, our toma-
toss, and our grapefruit; 

(ml Trade agreement of June 15. 1936. with Prance, lowering 
the duty on vanilla from $0.30 a pound to $9.15 a pound. a reduc-
tion wh~ich deprives Puerto Rico of the protection offered to this 
product the cultivation of which was being promoted for the pur-
pose of creating the vanilla industry. In view of the fact that 
Puerto Rico needs diversification of agriculture and the develop-
ment of new industries; 

(n) Under the security offered by a protective tariff of 80.02 a 
pound, we essayed the promotion of the planting and cultivation 
of citron as a suitable crop to supplement the coffee crop in thle 
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interior of the island. It grew well, and the cultivation of this 
crop acquired over greater importance, but the Congress of the 
United States removed the tariff and now, selling at prices of 8 
and 4 culnts a pound in the New York market, Italy. with great 
strides displaces Puerto Rican producers who cannot compete at 
these prices, for in Italy this product is salted with sea water and 
lower %ages are 'paid, and. in addition, the Government subsidizes 
producers. 

(0) The exportation of manganese, the only mineral that we 
mined on a commercial scale, has had to be stopped because Con­
gress tcck awvay the tariff protection It previously enjoyed; 

Whereas the Department of State now proposes to lower the duty 
on Cuban sugar from $0.90 to S0.75 a hundredweight, according to 
a notice dated November 30. 1938. and this will be another blow 
aimed at our economy and affecting our chief agricultural product, 
inasmuch as the mere announcement of the reduction In the duty 
brought the prices down, which forced the Secretary of Agriculture 
to cut down on his estimate of consumption for the purpose of 
maintaining prices, which will work fresh Injury on us, inasmuch 
as the market quota originally allotted to us will have to be cut 
down In proportion; 

Whoreas in making the agreement with Czechoslovakia, Puerto 
Rican coffee did not receive adequate consideration and was al­
lotted a minimum quota smaller than that of any of the other 
countries th~at sell ccffee in that market, despite the fact that 
Czechoslovakian coffee importers are desirous of buying It. and 
such action has prevented the increased importation of Puerto 
Rican coffee: 

Whereas the application of the provisions of the Sugar Act or 
1937 has reduced the Income derived from sugar out of all pro­
pototohendsftecutradhsIjrdteitrss 
portion trodthenesan aofrthecountryrandRhasinjuredatheiontmaeret 
wofrte phroducersh adisrliaborer ofwhc Puerto Rico,st atio maee 
worse throughm thf icrmntino whiecnietlaeshaPue Ricothae beneni 
mad oasvhictim foprwies contidnoenutaloarea thaei hadrthe benefit 
ofhqota whihe repreentenorh reductpiones ofilev theirnra cropas. 
whlotedneither Hwaiienora Phlipinsoavtfled wcthe quotathslreas 
thtallotted tothemwhil Cuaico allottedt aRquothastwieays flared ats 
thtulotte to Riso gricodhas alwtay fille it39Pxesuertosan andotterto 

quthat tmouexcss salte getitoo qutas 1939rdc
tourIln a 15priendiong o 
that amount totale restric28tionso,2. percenhtaondnItsh93 fradc-ha 
to hc oae .7.2 es owtsadn h atta 
sugar is the foundation of our economy, the mother industry on 

whiheweaitwldp ndfor t payingwaes toin150,00 ofeor lab9orers; ac 
Weesi ilntb loe uigti er13 omnfc 

ture sugar In excess of the quota assigned for the continental mar­
ket and consumption in the Island, which will mean a difference 
of 108.139 tens less sugar manufactured by us this year. and for 
this reason thc grinding season will last S months only and suffl­
dient cane will ~remain standing In the fields to meet the require­
ments of practically the whole of the next grinding season, a 
circumstance th!s that v.AIl prevent new plantings and will, as a 
consequence, leave over 130.000 Industrial laborers without wcrk 
and create a state of unemployment after the end of May which 
will have no parallel in the history of Puerto Rico. while the con­
tinental areas. Hawaii and the Philippines, will be able to use all 
the sugar bcet and all the cane there may be In their fields; 

Whereas the right of Puerto Rico to promote and develop all the 
Industries for which favorable conditions exist here was arbitrarIly 
violated and restricted when the said Sugar Act of 1937 imposed 
8 fixed permissible quantity of sugar to be refined in Puerto Rico; 

Whrereas we are being arbitrarily sacrificed through the pro­
visions of the Sugar Act while neither the continental sugar-beet 
States nor the sugarcane States of Florida and Louisiana have filled 
their quotas, with the sole exception of Louisiana in the crop-year 
1935-36. in which year. however, through redistributions made by 
the national administration, Louisiana was permitted to sell Its 
excess production; 

Whereas the Sugar Act of 1937, which, In defining "liquid 
sugar,"' expressly excludes "the sirup of cane juice produced from 
augarcane grown in the continental United States." produces the 
effect of not charging against the quotas of Louisiana and Florida 
the sirup manufactured In those States, while the sirup produced 
In Puerto Rico Is charged against the quota of this country; and 
those States are free to turn into sirup any cane in excess of their 
fixed sugar quotas, while Puerto Rico Is denied the right to do so; 

Whereas these discriminations against the Puerto Rican sugar 
industry have no justification and can well be branded Inhuman 
and selfish, if the relative importance of the said industry in the 
economy of the States of the American union and in Puerto Rico 
is considered, and one thinks of the number of human beings 
affected In one case and the other,~ 

Whereas through enactments of the Congress of the United 
States which have removed the customs duty on many of the 
products produced in Puerto Rico; through the Sugar Act of 1937. 
which Inhumanly restricts our production of sugar; through the 
Wage and Hour Act which increases the cost ofproduction of 8 
great many industrial products to a point where, for purposes of 
competition, they cannot withstand the wage rates fixed; through 
the agreements made with various foreign nations, which have 
affected our sugar, our tobacco, our cucumbers, our peppers, our 
tomatoes, our fresh and canned pineapples. our citrons. our vanilla, 
our coffee, our needlework, our manganese, and our grapefruit, the 
decrease In the value of our exports and the consequent decrease Inl 
our purchasing power has beea so enormous as to cause a frightful 
unemployment crisis which Is a very serious menace to the peace 
and the welfare of our countrr. 
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Whereas these acts on the part ef the Congress of the United difficulties In convincing the committee on two previous occa-

Statqs and of~the national administration will undoubtedly cau~,t sions, I tried for the third and last time and in the final 
the total ruin of all our sources of wealth, and they now discour- a lyiIwsabetwnovrnugofm clegeso 
age all the Initiative of the businessmen of Puerto Rico and kill aill aayi a bet i vreog fm olausS 
hcpe cf promoting the creation of new Industries; and that the committee acted favorably on the amendment which 

Whereas the United States of America contracted, with the whole I off ered. Now, then, in my opinion, justice has been done 
world as a witness, the solemn obligation to govern Puerto Ricoisad Ofvles 
democratically and to Insure the li7berty and happiness of the t h epeo htbatfliln.O atclrvleI 
Puerto Ricans: Now, therefore, be It the aid for public health and for maternal and child care. 

Rescired by the Senate of Puerto Rico (the House of Reprcseenta- I hope that that is but a beginning of what we may eventtl­
th-cs cociicrrTing): 

1. To petition the President of the United States to Create as ally do for the people of Puerto Rico. 
soc'n as possl-ble, in view of the critical economic condition of the [Here the gavel fell.]
isand and the need of a prompt and effective remedy, an inter- The Clerk read as follows: 
departmental board having sufficient authority to discuss and Tni.LE EX-MISCELLANEOUS PRov61sIONS 
consider at a round-table conference with a duly accredited repre­
senrtationi of the legitimate interests of the Island, the present SEC. 901. No, provision of this act shall be construed as amend-
condition of Puerto Rico and its problems and needs, and also to Ing or altering the effect of section 13 (b), (c). (d). (e). or tf) 
'!tudy and agree upon measures leading to their solution. including of the Railroad Unemployment Insurance Act. 91o h 
the modification of the administrative and financial laws and SEc. 902. (a) Against the tax Imposed by section 91o h 
measures that are adversely affecting our economy. Social Security Act for the calendar year 1936. 1937. or 1938. any 

2. To demand that sufficient power and authority be granted to taxpayer shall be allowed credit for the amount of contributions. 
the Legislature of Puerto Rico to create a board to regulate wages with respect to employment during such year. paid by him into an 

an ours in accordance with the possibilities and financial poten- uepomn ududraSaelw 
tiality of the industries and thc need of our laborers to enjoy fair (I) Before the sixtieth day after the date of the enactment of 
Wages, both in Industries engaged in local business and in industries this act; 
engaged In interstate commerce. (2) On or after such sixtieth day, with respect to wages paid 

3. To demand from the national administration and from the after the fortieth day after such date of enactment: 
COIIFeress of the United States that the sugar quota of Puerto Rico 13) Without regard to the date of payment, if the atsets of the 
be increased by 125.000 additional tons of sugar. taxpayer are, at any tUme risring the 519-day period following such 

4. To requ~est from the Congress of the United States legislatlon date of enactment, in the custody or control of a receiver, trustee. 
to restore the import duty on those products of Puerto R'co which or other fiduciary appointed by, or under the control of, a court. 
have been detrimentally affected by the removal of the tariff or Of competent jurisdiction. 
import duty previously existing. (b) Upon the payment of contributions into the unemployment 

S. That all such provisions of commercial treaties with foreign fund of a State wvhich are required under the unemployment Com­
couintries be denounced and amended as cause the ruin of our pensation law of that State with respect to remuneration on the 
.agriculture and of our sources of wealth, plunging Puerto Rico into basis of which, prior to such payment Into the proper fund, the 
a chaotic financial situation, and our laborers, through unemploy- tnxpayer crroneously paid an amount as contributions under an­
ment. into a condition of unbearable penury and starvation. Other unernployment-con-pensatcton law, the paymnent Into thal 

6. That as our excess of population, one of our nmost serious proper fund shall, for purposes of credit against the tax imposed 
prob'cms. establishes a state of unbalance between production and by section 901 of the Social Sccurty Act for the calendar years 
consumption. it be demanded from the Government of the United 1936, 1937. and 1938, respectively, be deEmed to have been made a. 
Slates of America that it negotiate for the colonization of large the time of the erroneous payment. If, by reason of such other 

resof land in Santo Domningo and Venezuela by thirty or forty law, the taxpayer was entitled to cease paying contributions with 
thousand Puerto Rican families, a step that would contribute to- respect to services subject to such other law, the payment into the 
ward the decrease of unemployment and would tend to reestablish proper fund shall. for purposes of credit against the tax, be deemed 
to a great extent the balance between production in the island and to have been n',ade on the date the return for the taxable year was 
consumption by our population, filed under section 905 of the Social Security Act. 

7. That a certified copy of this resolution be sent to the Prcs~dcnt (c) The provisions of the Social Security Act In force prior to 
of teUie States of America, theHoralFaninDao February 11, 1939 (except the provisions limiting the credit to

Rotvlt. tothe Cmiteo nua Affoairbolte Seaklnatelandof anounts paid before the date of filing retur'ns) shall apply to 
ersnttvsto the C on allowance (a), and and thethe1_~HosIft IslrAfisoommittee the Territores onf of credit under subsections (b). (h),

f Reresci'atves same,e Huse SecrteComtares of all Therriariesous terms used in such subsections shall have the meaning as 
th?, House of Representatives; to the Sertre faltevros when used in titule IX of the Social Security Act prior to such date. 
departments of the national administration: to every Senato andoa rdtalwal gis h .. ipsdb ato 0 
Representative in the United States Congress; to all the Commis- Thtoacritlowbeginthetxmpsdy ctn90

ad ofthethe ossssinsTrriorie of such act for the calendar years 1936. 1937, and 1938, respectively,sicners and Delegates cf all thspsss'alln f h nottois

United States, and to a great number of the leading newspapers shl ntexceed CO percent of such tax.
 
edited on the continent, (d) Refund of the tax (including penalty and Interest collected
 

enaGnz~ez onWe. nriue nd ntoio Aroy. scretrie of with respect thereto, if any), based any credit allowable under
N1.1. Eriqe ad Anoni Aroyo Seretrie of subsections (a), (b). and (h), may be made in accordanceMea Gnz,,Ie with the 

the Senate and the House of Representatives of Puerto Rico. respec- provisions of law applicable in the case of erroneous or illegal col­
tively, do hereby certify that the foregoing concurrent resolution lection of the tax. No interest shall be allowed or paid on the 
was unanimously approved by the Senate and the House of Repre- amount of any such refund. 
serltatives of Puerto Rico on April 10 and April 14, respectively. 1939. (e) Notwithstanding the provisions of section 1601 (a) (2) of the 

In xvitness whereof we have hereunto set our hands and caused Itra eeu oe saedd rdtsalb emte 
to be affixed the scals of the Senate and the House of Representa- Itra eeu oe saedd rdtsalb emte
tives of Puerto RICO. In our offices at San Juan, Puerto Rico, on this~ under such section 1601. against the tax for the taxable year in

which remuneration Is paid for services rendered during a prior
the 15th day of April A. D. 1939. ERQEG~A~ EA year, for the amounts of contributions with respect to such 

EnRItTEONZL~ MNA.remuneration which have not been credited against the tax for any
Secrfetry. Senate of Puerto Pico. prior taxable year. Credit shall be permitted under this subsection 

ANTONIO ARROYO, only against the tax for the years 1940. 1941. and 1942, and only 
Secretary, Mouse of Rcprescntatiresof Puerto Rico. for contributions with respect to remuneration for services rendered 

Approved: after December 31. 1938. 
RAFAEL MAPTINEz NADAL, (f) No tax shall be collected under title VIII or IX of the Social 

President, Senmafe of Puerto Rico. Security Act or under the Federal Insurance Contributions Act or 
MioUVEL A. GAZCiA Mt.NOEZ. I. the Federal Unemployment Tax Act, with respect to services ren-

Speaker, House of Representatires of PuertoRio dered prior to January 1. 1940. which are described in subparagraphs 
(11) and (12) of sections 1426 (b) and 1607 (c) of the Internal

Mir. DINqGELL. Mr. Chairman, I move to strike out the Revenue Code, as amended, and any such tax heretofore collected 
last word. (incltiding penalty and interest with rospzct thereto. if any). shall 

Air. Chairman, in connection with the amendment covering be refunded in accordance with the provisions of law applicable
in the case of erroneous or illegal collection of the tax, No inter­

changes in titles V and VI, and providing for the participa- est shall be allowed or paid on the amount of any such refund. No 
t~on on the part of Puerto Rico, I want to say at this time payment shall be made under title II Cf the Social Se-curity Act 
that Puerto Rico has come in for rather belated consideration wvith respect to services rendered prior to January 1, 194. which 
at the hands of this Government, are described in subparagraphs (11) and (12) of section 209 (b) of 

suc act, as amended.
Up to the present time it appears to me-and I think it is u(gI N upsmpyetsalh aeudrtepo~in 

quite generally conceded-that Puerto Rico, in spite of the of section 204 of the Social Security Act after the date of enact-
fact that it is an essential and integral part of the Federal ment of this act, except to the estate of an Individual who dies priorasene ihas eentretedin a a tepcild as to January 1. 1940.
UniOn,habentetdiasesasasehld Iws (h) Notwithstanding the provision of section 907 (f) of the 
particularly impressed and impelled to act by the force and Social Security Act limiting the term "contributions" to payments 
the human appeal made by Governor WVinship, when he zequired by a State law credit shall be permitted against the tax 

apperedbefreemmiteeandplededthe aus ofhisI iposed by section 901 of such act year 1§36 orhe for the calendarapperedbefoete comitee nd peadd th case o hi '1937. for so much of any payments made as contributions for such 
people. For that reason. anXd in spite of the fact that I had year into the unemployment fund of a State which are held by 
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tbe highest court of such State not to be required payments under 
the unt..tnployrnient-compensatlon law of such State if they are not 
returned to the taxpayer. So much of such payments as are not so 
returnicd shall be considered to be "Contributions" fer the purposes 
of section 9'J3 of such act. TIhe periods of limitations prescribed 
by econ3312 (a) of the Internal Revenue Code shall not begin to 
run, in the case of the tax for such year of any taxpayer to whom 
any such payment is returned, until the last such payment is 
returned to the taxpayer, 

Sir. Kis. Szoction 1430 of the Internal Revenue Code is amended 
by striking out '3762" and inserting in lieu therecf "3661. 

Mir. TREADWAY. Mr. Chairman,lImove to strike out the 
last word. 

MN.r.Chairman,. I have been a member of the Ways and 
Means Committee longer than any other man. including the 
distinguished chairman. During those many years it has 
had before it problems of great 'moment to the country and 
to the people. We have discussed matters of a partisan 
nature, and we have occasionally had before us bills of a 
nonpartisan nature. I am pleased to say that the bill which 
is being completed at this time is one of the latter class, 
where there has been no partisanship on the part of the 
members. We have all worked together to the best of our 
ability to give the country an act that will be in the best 
interest of the people. 

Above all, such a result must be through harmiony in the 
ccomritt~ee. The hearings on this bill now being completed 
were commenced by the committee on February 1. and cur 
consideration of the bill has continued without interruption 
to the time when the chairman was authorized by the com-
mittee to report this final draft to the House for its action, 
All during the period of my service on this very important 
committee we have on most matters acted in ccmplete har-
mony. I have served both as a majority and as a minority 
member during those years, and I cannot help but feel that, 
as we close the consideration of the bill at this time, a word 
should be said by one of the representatives of the minority 
in compliment to the chairman cf the committee. [Ap-
plause.] 

It has been a most trying situation. Naturally, differences 
have cccurred in the course of the consideration of the bill, 
but owing to the tact, fairness, ard honorable attitude of 
the chairman, and to the high regard in wvhich he is held 
by members of the committee, w~e have dealt tog-ether in 
peace and harmony from February 1 to this minute. 
[Applause.] 

We may not be presenting to you a perfect bill. That would 
be beyond the power of human conception in a measure of so 
great intricacy and importance as the measure befcre us; but. 
I do want to say in all sincerity that there never has been a 
Chairman of the Ways and Means Committee more anxious, 
mnare willing, and more desirous of peace and harmony among 
t~he 25 members than has the gentleman frcm North Carolina 
[Mr. DouGHToNi during this period. [Applause.] 

The only drawback, my friends, during that period was his 
ebsecec. We all regretted, not only the members of the corn-
n-.ntee but th3 Memibers of the House, that for a period fIllness 
prevented his being with us, and we are all glad that his health 
was fully restored. During that time he was absenit he h-ad a 
most able substitute in the person of the gentleman from New 
York ['Mr. CsL-LEN]. Mr. CUJLLEq had learned the iesson of 
dlipicmacy frcm the chairman of the committee before he left 
us, and probably hand learned some additional lessons in 
methods of diplomacy in the politics of New York City, which 
he brought to us in the Committee on 'Ways and Means. 
[Applause.] 

So that both in the persons cf the chairman and the vice 
chairman the committee and the country have been well 
served. As the representative of the minority members of the 
committee at this time. I want to thank both the chairman 
and the able vice chairman, Mr. CULLEN, for the courtesy 
which the minority members have received during the consid-
eration of this very intricate and important bill for the welfare 
and well-being of the people of our country. [Applause.] 

[Here the gavel felt] 
Mr. DOUGHTON. Mr. Chairman.I ask unanimous consent 

to proceed for 5 mInutes. 
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The CHAIRMAN. Without objection, It is so ordered. 
There was no objection.
M.DUHO.M.CaraItakm olau 
M.DUHO.M.CaraItakm olau 

and fine personal friend the gentleman from Massachusetts 
(Mr. Tr.EADWAY] for his superlatively kind words in connec­

tion with my humble services as chairman of the great Com­
mittee on Ways and Means. 

Gracious words, although we realize unmerited, inspire us 
to higher endeavor, to be worthy of the trust and confidence 
our friends place in us; and I am sure no one could appre­
ciate more fully than I the genereus words of my friend. 
ALLEN TREADWAY. He is not only an able man and a faith­
ful Representative of his people and his party and, in the 
broadest sense, of the country but he is in every sense of the 
word a high-toned gentleman [applause], whose word can 
always be relied on. In our committee work and official 
duties it is necessary that we have. frequent conferences. I 
have always found hun not only anxious and willing to 
cooperate as far as he consistently can but I have always 
found him willing to extend me cvery courtesy reasonably 
possible. Whcnever he makes a promise, I rely on it just as 
safely and as fully as I rely on the promises in the Inspired 
Word. 

In the consideration of this bill I am glad to say that the 
minority have cooperated 100 percent, have not manifested 
the slightest trace or evidence whatsoever of any desire or 
disposition to make political capital out of this humanitarian 
subject we have had under consideration; and for what work 
has been accomplished, imperfect though it be, I say that the 
mninority, in proportion to their numbers, are entitled to Just 
as much credit for what will be accomplished under this bill, 
if it is written into law, which I am satisfied it will be in 
substantially its present form, as the majority. [Applause.] 
I can only wish that in matters relating to the welfare of all 
the American people it were possible to consider them on the 
same high plane and in the same nonpartisan patriotic spirit 
that has attended the consideration of this bill. Were this 
possible, I ami sure it wouild greatly enhance and promote the 
welfare of all the people. So long as I am chairman, Demo­
crat that I am, it will be my highest purpose, I may say to 
the gentleman from Massachusetts [Mr. TREADWAY], to CO-
operate with him in giving first consideration to things of 
greatest importance. In all the affairs of life it is impor­
tant that we give first consideration to things of greatest 
importance and minor or secondary consideration to things 
of minor or secondary importance. We all realize that the 
welfare of the American people is a matter of superlative 
importance, to which all other matters are secondary. 
[Applause, the Members rising.] 

Mr. CULLEN. Mr. Chairman, I ask unanimous consent to 
proceed for 2 minutes. 

The CHAIRMAN. Without objection, it is so ordered. 
There was no objection. 
Mr. CULLEN. Mr. Chairman, I rise to express my grateful 

appreciation for the kind wvords of my collsague Mr. TREAD­
WAY. During my acting chairmanship of this wonderful and 
great committee of the House it was my duty to take care of 
the legislation that came before us. I was not very happy to 
do it, yet I had to meet that task because of the illness of 
our distinguished and able chairman, ROBErT DoUGHTON, Of 
North Carolina. [Applause.] For 6 long weeks we handled 
the hecrings on this legislation with the fullest cooperation of 
the gentleman from Massachusetts [Mr. TRIEADWAY] and the 
full membership of the minority. So I express to them here 
on this floor my sincere appreciatA'On for the great help 
they gave me while presiding over these hearings. tAp­
plauze.] Of my Democratic cdlleegues, the same words 
should go in the RECORD, and I am very happy to stand on 
this floor this afternoon and express my appreciation and 
gratitude. 

This bill is ready for a vote. It constitutes one of the 
greatest pieces of humanitarian legislation that has been 
brought before the House in years and I1congratulate the 
House on its action, for I know it will pass by a practically
unanimous vote, I thankl you. [Applause.) 
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Mr. MURDOCK of Arizona. Mr. Chairman, I ask unani-

mxous consent to extend my remarks at this point in the 
RECORD. 

The CHAIRMAN. Without objecticn, it is so ordered. 
There was no objection. 
Mr. MURDOCK of Arizona. Mr. Chairman, I arose to be 

recognized under a pro forma amendment to title I1X of this 
bill, but now I feel that, laudatory as my rem-arks were to be, 
they seem scarcely appropriate following the very fine re-
marks we have just heard from the ranking member of the 
minority on the Ways and Means Commit tee, and from the 
chairman of this great committee, and froma the gentleman
of Now York, ranking majority member on the committee. 
I am not on this highly important committee, but I do know 
enough of its arduous work in the preparation of this compli-
cated and important measure to sympathize with the mem-
bers and to appreciate the difficult and valuable wo3rk they
have done. Let me add a viord of praise and commendation. 

The gentleman from Massachusetts said that this was not a 
Perfect bill, but he gave a perfect explanation why it is not a 
Perfect bill. I want to comment on that portion of the bill 
under title IX found on pages 100 and 101 and the first four 
lines on page 102. I have hecard much criticism of our social-
security law, but about the worst criticism came from small-
business men who felt unjustly penalized in regard to late 
payment of their unemployment tax of the Social Security
Act under title IX. Some of them feel that the penalties are 
too heavy and that the schedule of penalty should be reduced. 
My thought was that if they could be relieved for the first 
2 or 3 years of the operation of the act that they could start 
out with a clean slate after this year and no injustice would 
be done. The committee has shown much leniency to this 
class of taxpayers, 

There are several features of this b'Ill which ought to be an 
answer to a cry going up in certain quarters that Government 
is against business and trying to be harmful rather than 
helpful. This bill seems mindful of the burden on business 
and not in a sense of appeasement but in a sense of fairness 
has fixed the rate so as to be less burdensome cn the tax-
payers generally in the immediate years ahead. 'This provi-
sion, together with the one referred to above granting credits 
and refunds to belated taxpayers, constitutes the best evi-
dence that this Congress is not the foe of business but anx-
iously desires to cooperate with business. We do not want 
to kill the geose that lays the golden eggs but to legislate for 
fthe businessman and the employee in the most feasible and 
fair system which we can devise. Again I congratulate the 
committee on this splendid accomplishment. 

Mr. MUNDT. Mr. Chairman, I offer an amendment. 
The Clerk read as follows: 
Ainendment offered by Mr. MUeNDT: Page 104, lIne 3, insert a new 

section. as follows: 
"SEc. 904. Beginning with January 1. 1941. no provisions of the


social Security Act shall be operative or effective for foreign-born

alictis whIo have not taken out their full American citizenship 

papers by that date or who do not become American citizens within 
0 years after their entrance into this country: Provided. howerer,
T'hat an aliens not qualified for social-securilty benefits shall have 
refuaided to them the Ifull amnount of any contribution they may
have made to the social-security fund bzfure they became dis-
qualified frem paxticipation. In the benefits of this act through
failure to comply with the citizenship requirements of the act: 
Provieled furthcr, That in the case of alien employers or American 
employers uc~rg alien laborcrs a tax equivalent to that collected 
from like American citizens svhdal be levied and collected as a
'specinl privilege tax' for operating as aliens in this country in 
direct competition with American citizens.-

Mr. COOPER. Mr. Chairman, I make' a potnt of order 
against the amendment. 

The CHAIRMAL4N. The gentleman will state it. 
Mr. COOPER. I make a point of order against the amend-

ment on the ground it is not germane to this bill. 
The CHAIRMAN. The Chair is ready to rule. 
This amendment is offered to title MXwhich is the mis-

cellancous section. The Chair thinks it is clearly in order and 
therefore overrules the point of order, 

Mr. MUJNDT. Mr. Chairman, It is with considerable hesi-
tancy that I offer an amendment this late In the considera-
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tion of this bWIl, and after the nice exchange of pleasantries 
we just had, but I cannot refrain from calling to your atten­
tion a rather important fact which it seems to me has been 
neglected throughout the consideration of this bill. 

At the present time we are in the peculiar position of taxing 
a great many American citizens who cannot possibly come 
within the benefits cf this act. We tax those American cit­
izens in order to pay benefits to aliens in this country. It 
will be recalled that in the matter of relief we provided that 
a certificate of citizenship was necessary as prima faeie evi­
dence in order to be a recipient of W. P. A. gra~nts. Relief is 
a matter of giving charty and assistance to people in need. 
In the case of social security, it seems to me, it is even more 
important that one should first of all establish his citizen­
ship before he enjoys the complete benefits of American 
democracy. It is more important In the case of social se­
curity than in the matter of relieving distress. 

Unless the ponding amendment Is agreed to, may I Point 
out that the farmers of my State, for example, and of the 
other rural States, and the small-business men who cannot 
come under the unemployment compensation clauses, all 
must pay the increased costs of living made necessary to pay
these benefits to aliens. They cannot come under the old-
age insurance benieflts because they are not employed in suf­
ficiently large numbers, but must again pay the increased 
costs In their family budgets. 

Furthermore the people of these rural States are able to 
receive only a little more than 50 percent of the old-age
assistance grants because of the failure of this body yester­
day to make available to all States, equally, the Federal con­
tributions to old-age benefit grants. All in all, the citizens 
of our rural States are pretty much left standing on the side­
lines watching the parade of social security march past 
except they have the doubtful advantage over most side­
line spectators provided by the fact that they are taxed and 
charged for these benefits which either geographical or 
eccupational accident prevent them from obtaining. My
amendment will at least prevent the taxing of our American 
citizens and the addition of costs and charges to their family
budgets to provide for alien benefits and securities which 

-are denied to our western and southern citizens themselves. 
SOCIAL azEray FRo AMZaICANS ONLY 

In short, my colleagues, I urge you to support my amend­
ment in the interest of both better government and better 
justice. I contend that the hand which reaches out to take 
social-security payments from the United States Govern­
ment should first be lifted up in an oath of allegiance to the
 
Government making such social security Possible.' 

As I stated do;Wn here in 'the Well yesterday, most of us
 
who voted for H. R. 6466 last week did so to advance certain
 
principles of social security and to protest certain policies

fteSca eut c s o prtn.Ia ret

ofteScaScutyAtsnwoprig.Imfeeo
grant that H. R. 6466 has some hastily written passages and 
some obvious deficiencies which needed correction in the
Senate, and I readily admit that neither those who voted 
against the bill nor those who voted for it have any occasion 
today to dislccatc our shculdcrs by patting ourselves on the 
back in self-congratulation.

It was hoped to write certain clearly outlined principles of 
old-age security legislation into the law of the land. At this 
point, however, may I stress that while H. Rt. 6466 limited its 
benefits to those who had been full-fledged American citizens
foatlst5yrsthpeenacpeetsheaadxf

o tlat5yas h rsn c rsnsteprdxo
actually taxing full-fledged American citizens for benefits
denied to them and passing many of these benefits along to 
aliens who can thus take most freely from a Government to 
which they give not even the oath of allegiance. Further­
more, H. R. 6466 removed the injunction which denies to 
certain citizens biecause of accident of geography or occupa­
tion benefits conferred upon residents of industrialized and 
wealthy States. Finally, H. R. 6466 sets up a pay-as-you-go 
system of security while the present act builds UP a Pyramid
of obligations which may some day threaten our whole eco­
nomic structure. Taken pru~ciple for principle, H.L R. 6466 
surely had as much to commend as to criticize, if we are 
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forced to accept its rejection as an endorsement of the pres-
ent program as now operating. 

During the past few days we have amended the present 
program with some valuable and desirable amendments. We 
have increased its economic stability but we have done little 
to enhance its equitable application. Both the present pro-
gram and H. R. 6466 must depend upon experience tables to 
prove their eventual economic worth or fallacy. At best we 
have only the hopeful predictions of economic theorists in 
both instances on that point. However, on the basis of 
reason, logic, and equity the mind of man can produce more 
definite results; and it is to your reason, logic, and sense of 
equity that I now appeal in asking that we at least adopt 
as ane principle of social security in this country that we 
would make the receipt of social-security benefits a privilege 
of citizcnship in America and not a device for taxing Ameri-
cans to support aliens, 

It has been argued by the Ways and Means Committee 
majority members that to limit benefits of this bill to Ameri-
can citizens would free aliens from social-security taxes and 
enable them to compete unfairly against citizens. However, 
my amendment meets this objection by its provision to com- 
pel all aliens to pay a compensatory tax equivalent to social-
security taxes for the privilege of operating as aliens in this 
country in competition with loyal Amracican citizens. Since 
the social-security tax is itself a special tax for a special 
purpose, there should be no question about the constitutional 
possibility of developing my proposed special-purpose tax to 
equalize ccmpetitive conditions and to protect American 
citizens. If the will to correct this situation is strong enough, 
the way can be found within the Constitution for such a 
patriotic correction, 

With these things in mind, I think we should accept the 
pending amendment, which provides that these benefits shall 
be a part of the privilege of American citizenship. We should 
not psrmnit this act to continue in such manner that it taxes 
farmers, small-business men, and other American citizens 
who get hut little consideration in this bill, for the benefit 
of aliens In this country. 

Mr. TAYLOR of Tennessee. Will the gentleman yield? 
Mr. MUNDT. I yield to the gentleman from Tennessee. 
Mr. TAYLOR of Tennessee. I notice the gentleman stated 

In his amendment "foreign born aliens." I suggest that he 
ask unanimous consent to s'tike out "foreign born," because 
they are the only aliens. 

Air. MUJNDT. I includcd those words for the protection 
of the American Indian. There seems to be some confusion 
of opinion as to whether he is a citizen or ward of the Gov-
ermient, and under no circumstlances do I want him dis-
crirninated against, 

[Here the gavel felt] 
Mr. COOPER. Mr. Chairman. I shiall only ask your indul-

gence very briefly in opposition to the pending amendment. 
Ibelieve I can safely say that no Member of this House could 

be more strongly in favor of immigration restrictions than I 
am. My record of service here clearly bears out that state-
ieent. I submit, however, in all fairness that the amendment 
offered by the distinguished gentleman from South Dakota 
has no proper place in the pending bill. Certainly we cannot 
deal with such an important, question as immigration in this 
kind of a bill. 

To analyze for just a moment, let us bear in mind what the 
real e-ffect of his amendment would be. It would give a direct 
competitive advantage to aliens who are employed in this 
country in the following respect: If an employer had a group 
ci aliens employed, he would have to pay no tax on them; 
whereas if he had American citizens employed, he would have 

topy h heeortx h cmettveavntg wud 
to heefrethayth tx. copeitveadvntgewold

be directly in favor of the man employing aliens. That is the 
important question. It strikes at one of the very fundamental 
principles involved in this program. 

Mril UDTh enlmn ilAshbrook
Mr UD.Wleteah ilALtin

Mr. COOPER. I yield to the gentleman from South Dakota. 
Mrt. MUNDT. There is considerable merit in the gentle-

man's statement except for the fact he did not hear th ate 
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part of my amendment, which provided a special privilege tax 
applicable to those aliens and those employers who are not 
going to pay this social-security tax to secure its benefits. 
It Is a special-privilege tax for the right and opportunity 
of competing with American citizens as aliens in this country. 
There is no discrimitnation against American citizens. 

Mr. COOPER. What practical purpose could be accom­
plished by any such arrangement as that? 

Mr. MUNDT. I am endeavoring to protect American labor. 
Mr. McCORMACK. Will the gentleman yield? 
Mr. COOPER. Ilyield to the gentleman from Massachusetts. 
Mr. McCORMACK. Furthermore, I submit you cannot 

impose one tax on one class of employers. under our consti­
tutional form of government, and another tax upon the same 
class of employer simply because one is an alien and the other 
is a citizen. You cannot put a privilege tax on one group of 
business without putting it upon all business. When you do 
that you are licensing business, which certainly is contrary to 
the ideals of our Government. 

[Here the gavel felL] 
The CHAIRMAN. The question is on the amendment of­

fered by the gentleman from South Dakota [Mr. MUNDT]. 
The amendment was rejected. 
The CHAIRMAN. Under the rule, the Committee rises. 
Accordingly the Committee rose; and the Speaker having 

resumed the chair, M~r. WARREN, Chairman of the Committee 
of the Whole House on the state of the Union, reported that 
that Committee, having had under consideration the bill 
(H. R. 6635) to amend the Social Security Act, and for other 
purposes, pursuant to House Resolution 214, he reported the 
same back to the House with sundry amendments adopted by 
the Committee of the Whole. 

The SPEAKER. Under the rule, the previous question 
Is ordered. 

Is a separate vote demanded on any amendment? If not, 
the Chair will put them en gros. 

The amendments were agreed to. 
The SPEAKER. The question Is on the engrossment and 

third reading of the bill. 
The bill was ordered to be engrossed and read a third time, 

and was read the third time. 
Mr. CARLSON. Mir. Speaker, I offer a motion to recoin­

mInt. 
The SPEAKER. Is the gentleman opposed to the bill? 
Mr. CARLSON. I am, Mr. Speaker, in Its present form. 
The Clerk read as follows:
 
Mr. CARLSON moves to recommit the bill H. R. 6635 to the Corn­

mittee on Ways and Meani. 
Mr. COOPER. Mr. Speaker, I move the previous question 

on the motion to rcccmmit. 
The previous question was ordered. 
The SPEAKER. The question is on the motion to recoin­

mit. 
The motion to recommit was rejected. 
The SPEAKER. The question is on the passage of the 

bill. 
Mr. DOUGHTON. Mr. Speaker, I demand the yeas and 

nays. 
The yeas and nays were ordered. 
The question was taken; and there were yeas 364, nays 2, 

answered "present" 1, not voting 63, as follows: 
g~oll No. 911 
YEAS-364 

Alexander Bates. Ky. Brown. Ga. Chiperfield 
Allen. Ill.
Al-en: La.
Allen. Ps. 

Bates. NAss
Beam
Beckworth 

Brown, Ohio 
Bryson
Buck 

Church
Clason
C!avpool 

Andersen. R. Carl Bell 
Anderson. CalIf. Bender
Anderson. Mo. Blackney
Andresen. A.H. Bland 

Buckler. Minn. 
Buckley, N. Y. 
Bulwinkle 
Burch 

Clevenger
Cluett
coclhran 
Coffee. Nebr. 

Angell
Arends,
Arnold 

Bloom
Boehne
EBoland 

Burdick
Byrns. Tenn.
Caidwell 

Coffee. Wash.
Cole. Md.
Cole. N. Y. 

Ball 
Blolles
Bolton
Boren 

Cannon. FULa
Cannon. Mo.
Carter 

Calmer
Cooley 
cooper 

BarnesO Bradley. Mich. Cartwrlght Corbett 
Barton Brnd; .Pa Ce'.lder Cos0Z 
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Crawford Hare Maloney Sacks General pairs until further notice: 
Cr al Harrington Mansfield SandagerwthM. asor. 
Creosser Hart Mapes SasseerMrRaknwt W.adoth 
Crowe Karter. N. Y'. Mareantonlo Satterfield Mir. Lanham with Mr. Gifford. 
cu:kin Harter. Ohio Marshall Schaefer, III. Mr. Thomas S. McMiilnwthM.K to. 

Cullen Havenner Martin. Colo. Schafer. Wis. Mir. Bloykin with Wr. Ditter. e 
Cummings Hawks Martin. lII. Schiffler Mir. Martin J. Kennedy with Mr. Thoma3 Of New Jerse. 
Curtis Healey Martin. Iowa Schuetz Mr. Hennings with Mr. Douglas. 
D'Alesandtro Heinke Martin. Mass. Schulte Mr. Collins with Mr. Seger.
Darden He.s Mason Schwert Mr. Maciejewski w-th Mr. Rich. 
Darrow Aflassingale Scrughamk Mr. Delaney with Mr. Crowther. 
Dempsey Hinshaw May Shafer. Mich. Mr. Nelson with Mr. Hartley. 
DCI~oUeZS Hobbs Michener Shanley Mir. Merritt with Mr. Fish. 
Dingell Hoffmnai Miller Sheppard Mir. Patton with Mr. Andrews. 
Dirksen HDI~rnea Mills. Ark. Short Mr. Chapman with Mr. Brewster. 
Disney Hoo0k Mills. La. Simpson Mr. Fitzpatrick with Mr. Case of South Dakota. 
Dondero Hope *Mitchell Sirovich Mr. Dies with Mr. Seccombe. 
Doughton Horton Monklewicz Smith. Cona. Mr. Keller with Mr. Smith of Maine. 
Dowzll Houston Monroney Smith. Ill. Mr. McReynolds with Mr. Kunkel. 
Doxey Hull Moser Smith. Va. Mr. O~Leary with Mr. Grant of Indaa 
Drewry Hunter M~ott Smith. Wash. M.r. Sumners of Texas with Mr. Risk. 
Duncan Jacobsen Mouton SmaIs. W. Va. Mr. Taylor of CO'.rado with Mir. Harness. 
Dunn Jarnsrn Mundt Snyder Mr. Dickstein with Mrt. McDowell. 
]Durham Jarrett Murdock. Ariz. Somers. N. Y. Mr. Clark with Mr. Youngdahl. 
Dworshak Jeffries Murdock. Utah. South Mr. Connery with Mr. Secrest. 
Eaton. Calif. Jenkins. Ohio Murray Sparkman Mr. Mcoranery with Mr. Burgin. 
Eaton. N. J. Jenks. N. IL Myers Spence Mr. Shannon with Mr. Courtney.
Eberharter Jensen Nichols Spring.2r Mr. Les-inskl with Mr. Curley.
Edmiston Johns Norrell Starnes, Ala. Mir. Wallgren with Mr. Pay.
Eliiott Johnscn. ml. Norton Steagall Mr. Anderson of Missouri with Mr. Hook. 
Elits Johnson. Ind. O'Bricn Stearns. N. EL Mr. Sweeney with Mr. Hendricks. 
EV.stonl Johnson.LutherA.O'Con~nor Stefan Mr. Byrne of New York with Mir. White of Idaho. 
Eneei Johnson. Lyndon O'Day Sullivan Mr. Casey of Massachusetts with Mr. Izac. 
Englebright Johnson. Okla. Oliver Sumner. IM. Mr. Byron with Mr. Ryan.
Evans Johnson. W. Va. O'Neal SutphinMrCALO.M.Sek, am ecddasvtn 
Faddis Jones. Ohio Osmers Taber 1*1.CRS..M.Sekr mrcre svtn 
Fenton Jones. Tex. O'Toole Talle ",nay." I have a pair with the gentleman from Ohio, Mr. 
Ferguson Kean Owen TarverLEI.TeereIaktamyvebewhdwnndht
Fernandez Kee Pace Taylor. 'Tenn. LEI.T rereIakttmyvebe itdwnndha 
Fla~herty Keefe Parsons Tenerowicz I be recorded as "present." 
Flannagan Kelly Patmnan Terry The result of the vote was announced as above recorded. 
Flannery Kennedy. Md. Patrick Thomas. Tex. 
Folger Kennedy. Michael Patton Thomason A motion to reconsider was laid on the table. 
Ford. Leland M. Keogh Pearson Thorkelson ANNOUNCEMEN9TS 
Ford. Miss. Kerr Peterson. Fla. Tibbott 
Ford. Thomas F. Kilday Peterson. Ga. Tinkham Mr. DOUGHTON. Mr. Speaker, my colleague the gen-
Fries Klnzer Pfeifer Tolan tleman from North Carolina, Mr. BusINe, was called out of 
Fulmer Kirwan Pierce. N. Y. Treadway
Gamble Kitchens Pierce. Oreg. Van Zandt town. I1am authorized to state that if he were present he 
Garrett Kleberg Pittenger Vincent. Ky. would have voted "yea."
Gartner Kocialkowski Plunsley Vlinson, Ga. Mr. BOLAND. 'Mr. Speaker, my colleague, the gentleman 
Gathings Kramer Poage Voorhis, Calif. 
Gavagan Lambertson Polk Vorys. Ohio from Maryland, Wr. BRYON, is unavoidably detained. If he 
Gearhart Landis Powers Vreeland were here, he would have voted "yea."
Gehrmann Larrabee Rabaut Walter 
Gerlach Lea Ramrspeck Warren M~r. SACKS. Mr. Speaker, my colleague from Philadel-
Geyer, Calif. Leavy Randolph Weaver phia, Mr. MCGIAINERY, is unavoidably detained on official 
Gibbs LeCompte Rayburn Welch business. If he v.ere here, he would have voted "yea." 
Gilchrist Lemke Reece. Tenns. West 
Gillie Lewis. Colo. Reed. flI. Wheat Mr. FLAHERTY. Mr. Speaker, the gentleman from Mas-
Gore Luce Reed. N. Y. Whelchel sachusetts, Mr. CONN;ERY, unexpectedly went to the hospital
Gotsett Ludlow Rees. Kans. White. Ohio 
Graham McAndrews Rlchards Whuittington for an opLeraticn this morning. Hc has asked me to state that 
Grant. Ala. MeArdle Robertson Wigglesworth if he were here he would have voted "yea" on this vote. 
Green McCormack Robinson. Utah Wiliiams. Del. Mr. GREEN. Mir. Speaker, I am authorized to announce 
Gregory McGehee Robsion. Ky. w~iuams. Mo. thtimyclegeMrHEnccswrepsntewod
Griffith McKeough Rockefeller Winter ta fm olauM.HNRCS eepeeth ol 
Griswold McLaughlin Rodgers. Pa. Wolcott have voted for the passage of the bill. He is detained on 
Gross McLean Rogers. Mass. Wolfenden. Pa. conofhswnines 
Guyer. Kans. lMcLeod Rogers. Okla. Wvolverton. N. J. accon fhsoniles 
Gwynne McMiilan. John L.Romnjue Wood Mr. SABATH. Mr. Speaker, the gentleman from New 
Hall Mrass Routzolun Woodruff. Mich. York, Mr. DELATEY, was called home. He is in favor of the 
Haileck Magnuson Rutherford Woodrum, Va. 
Hancock Blalion Sabath Zimmerman bill. If he could have remained, he would have voted "yea." 

NAYS-2 Mr. EATON of New Jersey. Mr. Speaker, my colleagues
Smith OhioThillfrom. New Jersey, Mr. SEGER and Mr. THoMAS, were called 

Sm SIthOhi "PEE T'!-1 home on official business. If they were present, they would 
ANSVERE voted "yea.'"PRSEN"-lhave 

Carlson Mr. REED of New York. Mr. Speaker, my three colleagues 
NOT VOTING-63 from New York. IL-. ANDREWS, Mr. FISH, and Mr. DOUGLAS, are 

Andrews Delaney Kennedy. Martin Risk unavoidably absent. If they were here, they would have 
Harden Dicktstein Knutson Ryanmvtd"e.
Boykin Dies Kunikel Seccombevoe ye.
Brewster Ditter Lanham Secrest EXTENSION OF REMARKS 
Burgin Douglas Levinski Seger Air. DEROU-EN and Mr. LARRABEE asked and were given 
Byrne. N. Y. Fay Lewls. Ohio Shannon 
Byron Fish McDowell Smith. Maine permission to extend their own remarks in the RECORD. 
Case. S. Dak. Fitzpatrick McGranery Sumrners. Tex. Mr. MARCANTONIO. Mr. Speaker, I ask unanimous con-
Casey. Mass. G~fford McNI;Ilan. Thos.S. Sweeney
Chapman Grant. Ind. MeCReynolds Taylor. Colo. sent to extend my own remarks in the RECORD and include 
Clark Harness AMaciejewski Thomas. N. J7. therein a statement by Vincente Polanco, a member of the 
Collins Hartley Merritt Wadsworth economic delegation of Puerto Rico. 
Connery Hendricks Nelson Wallgren
Courtney Hennings O'Leary White. Idaho The SPEAUKER. Is there objection to the request of the 
Crowther I=a Raunkin YoUngdahl gentleman from New York? 
Curley nepe There was no objection.I~ h 

So the bill was passed. ANNOUNCEMENT 
The Clerk announced the following pair: Mr. CASEY of Massachusetts. Mr. Speaker, I was detained 
On this vote: and did not arrve in the Chamber in time to vote. Had I 
M~r.Levis of Ohio (for) with Mr. Carlson (against), been here in time for the roll call, I would have voted -yea." 
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Mr. H. CARL ANDERSEN. Mr. Speaker, my colleague the 

gentlemnan from Mikinesota, Mr. YOUNGDAHL, was unavoidably
absent bccause of important official business. Had he been 
present, he would have voted "yea." 

Mr. WIGGLESWORTH. Mr. Speaker, the gentleman from 
Massachusetts, Mr. GIFFORD, and the gentleman from Penn­
sylvania, Mr. DITTER, are both unavoidebly absent. If pres­
ent, they would vote "yea."

Mr. GILLIE. Mr. Speaker, my colleagues the gentleman 
from Indiana. M~.r. GRANT, and the gentlkman from Indiana, 
Mr. HARNESS, are unavoidably absent. Had they been here. 
both of them would have voted "yea." 

Mr. HOOK. Mr. Speaker, my colleague the gentleman from 
Michigan, Mr. LEsTNsK, is unavoidably absent from the city.
If prcsent, he would have voted "yea" on the last roll call. 

EXTENSION OF REMARKS 

Mr. CARLSON. Mr.-Speaker. I ask unanimous consent to 
include in the remarks I made today a copy of a resolution 
passed by the Senate of Puerto Rico. 

The SPEAKER. Is there objection to the request of the 
gentleman from Kansas? 

There was no objection. 
Mr. MUNDT. Mr. Speaker, I ask unanimous consent that 

my colleague the gentleman from South Dakota [Mr. CASE] 
may extend his remarks in the RECORD on the social-security 
amendments and include therein portions of his testimony 
before the Ways and Means Committee. 

The SPEAKER. Is there objection to the request of the 
gentleman from South Dakota? 

There was no objection. 
Mr. HARRINGTON. Mr. Speaker, I ask unanimous con­

sent to extend my own remarks in the RECORD and to include 
therein a newspaper article from Sioux City, Iowa. 

The SPEAKER. Is there objection to the request of the 
gentleman from Iowa? 

There' was no objection. 
Mr. WOODRUFF of Michigan. Mr. Speaker, I ask unani­

mous consent to extend my own remarks in the RECORD at 
this point. 

The SPEAKER. Is there objection to the request of the 
gentleman from Michigan? 

There was no objection. 

RECORD-HOUSE JUNE 10
 



7&6'r CONGRESI.s...R.ssH.6635 

IN THlE SENATE OF THE UNITED STATES 

JUNE 12, 19,39
 
Read twice and referred to the Committee on Finance
 

AN ACT
 
To amend the Social Security Act, and for other purposes., 

1 Be it enacted by the Senate and House of Representa­

2 tives of the United States of America in Congqress assembled, 

3 That this Act may be cited as the "Social Security Act 

4 Amendments of 1939." 

5 TITLE I-AMENDMENTS TO TITLE I OF THE 

6 SOCIAL SECURITY ACT 

'7 SEC. 101. Section 2 (a) of the Social Security Act is 

8 amended to read as follows: 

9 " (a) A State plan for old-age assistance must (1) 

10 provide that it shall be in effect in all political subdivisions 

1i of the State, and, if administered by them, be mandatory 



2
 

1 upon them; (2) provide for financial participation by the 

2 State; (3) either provide for the establishment or designa­

3 tion of a single State agency to administer the plan, or pro­

4 vide for the, establishment or designation of a-single State 

5 agency to supervise the administration of the plan; (4) 

6 provide for granting to any individual, whose claim for old­

7 age assistance is denied, an opportunity for a fair hearing 

8 before such State agency; (5) provide such methods of 

9 administration (other than those relating to selection, tenure 

1.0 of office, and compensation of personnel) as are found by 

11 the Board to be necessary for the proper and efficient 

12 operation of the plan; (6) provide that the State agency 

13 will make such reports, in such form and containing such 

14 information, as the Board may from time to time require, 

15 and comply with such provisions as the Board may from 

16 time to time find necessary to assure the correctness and 

1.7 verification of such reports; (7) effective July 1, 1941, 

18 provide that the State agency shall, in determining need, 

19 take into consideration any other income and resources of 

20 an individual claiming old-age assistance; and (8) effective 

21 July 1, 1941, provide safeguards which restrict the use or 

22' disclosure of information concerning applicants and recipients 

23 to purposes directly connected with the administration of 

24 old-ag'e assistance." 
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SEC. 102. Effective January 1, 1940, section 3 of such 

Act is amended to read as follows: 

"cPAYMENT TO STATES 

"SE~C. 3. (a) From the sums appropriated theref or, 

the Secretary of the Treasury shall pay to each State which 

has an approved plan for old-age assistance', for each quar­

ter, beginning with the quarter commencing January 1, 1940, 

(1) an amount, which shall be used exclusively as old-age 

assistance, equal to one-half of the total of the sums ex­

pended during such quarter as old-age assistance under the 

State plan with respect to each needy 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 count­

ing so much of such expenditure with respect to any indi­

vidual for any month as exceeds $40, and (2) 5 per centum 

of such amount, which shall be used for paying the costs of 

administering 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 
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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 indi­

viduals 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, 

(A) 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 under clause (1) of 

subsection (a) for such quarter, and (B) reduced by 

-a sum equivalent to the pro rata share to which the 

United States is equitably entitled, as determined by the 

Board, of the net amount recovered during any prior 

quarter by the State or any political subdivision thereof 

with respect to old-age assistance furnished under the 

State plan; except that such increases or reductions shall 

not be made to the extent that such sums have been 
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applied to make the amount certified for any prior quarter 

greater or less than the amount estimated by the Board 

for such prior quarter: Provided, That any part of 

the amount recovered from the estate of a deceased 

recipient which is not in excess of the amount -expended 

by the State or any political subdivision thereof for the 

funeral expenses of the deceased shall not be considered 

as a basis for reduction under clause (B) of this para­

graph. 

" (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 certi­

fled, increased by 5 per centum." 

SEc. 103. Section 6 of such Act is amended to read as 

follows:.­

"Smc. 6. When used in this title the termn 'old-age 

assistance' means money payments to needy aged indi­

viduals." 

TITLE Il-AMENDMENT TO TITLE II OF THE 

SOCIAL SECURITY ACT 

SEc. 201. Effective January 1, 1940, title II of such 

Act. is amended to read as follows: 
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1 "TITLE II-FEDERAL OLD-AGE AND SURVIVOR
 

2 INSURANCE BENEFITS 

3 "9FEDERAL OLD-AGE AND SURVIVOR INSURANCE TRUST 

4 FUND 

5 "SEc. 201. (a) There is hereby created on the books 

6 of the Treasury of the United States a trust fund to be known 

17 as the 'Federal Old-Age and Survivor Insurance Trust 

8 Fund' (hereinafter in this title called the 'Trust Fund') . 

9 The Trust Fund shall consist of the securities held by the 

10 Secretary of the Treasury for the Old Age Reserve Account 

11 and the amount standing to the credit of the Old. Age Re-. 

12. serve Account on the books of the Treasury on January 1, 

13 1940, which securities and amount the Secretary of the 

14 Treasury is authorized and directed to transfer to the Trust 

15 Fund, and, in addition, such amounts as may be appro­

16 priated to the Trust Fund as hereinafter provided. There is 

17 hereby appropriated to the Trust Fund for the fiscal year 

18 ending June 30, 1941, and for each fiscal year thereafter, out 

19 of any moneys in the Treasury not otherwise appropriated, 

20 amounts equivalent to 100 per centum of the taxes (includ­

21 ing interest, penalties, and additions to the taxes) received 

22 under the Federal Insurance Contributions Act and covered 

23 into the Treasury. 

.24 " (b) There is hereby created a body to be known as the 

Board of Trustees of the Federal Old-Age and Survivor 
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Insurance Trust Fund (hereinafter in this title called the 

'Board of Trustees') which Board of Trustees shall be comn­

posed of the Secretary of the Treasury, the Secretary of 

Labor, and the Chairman of the Social Security Board, all 

ex officio. The Secretary of the Treasury shall be the Man­

aging Trustee of the Board of Trustees (hereinafter in this' 

title called the 'Managing Trustee') . It shall be the duty 

of the Board of Trustees to­

"(1) Hold the Trust Fund; 

"(2) Report to the Congress on the first day of 

each regular session of the Congress on the operation 

and status of the Trust Fund during the preceding 

fiscal year and on its expected operation and status 

during the next ensuing five fiscal years; 

" (3) Report immediately to the Congress whenever 

the Board of Trustees is of the opinion that during 

the ensuing five fiscal years the Trust Fund will exceed 

three times the highest annual expenditures anticipated 

during that five-fiscal-year period, and whenever the 

Board of Trustees is of the opinion that the amount of 

the Trust Fund is unduly small. 

The report provided for in paragraph (2) above shall in-

elude a statement of the assets of, and the disbursements made 

from, the Trust Fund during the preceding fiscal year, an 

estimate of the expected future income to, and disbursements 
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to be made from, the Trust Fund during cach of the -next 

ensuing five fiscal years, and a statement of the actuarial 

status of the Trust.Fund. 

" (c) It shall be the duty of the Managing Trustee to 

invest such portion of the Trust Fund as is not, in -his judg­

mnent, required to meet current withidrawals. Such invest­

ments 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 pur­

pose 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 Liberty Bond 

Act, as amended, are hereby extended to authorize the 

issuance at par of special obligations exclusively to the Trust 

Fund. Such special obligations shall bear interest at a rate 

equal to the average rate of interest, computed as to 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 a part of the Public Debt.; except. that where 

such average rate is not a multiple of one-eighth of 1 per 

centuini, the rate of interest of such special obligations shall 

be the multiple of one-eighth of 1 per centum. next lower than 

such average rate. Such special 'bligations shall be issued 

only if the Managing Trustee determiines that the purchase of 



1 other interest-bearing obligations of the United States, or of 

2 obligations guaranteed as to both principal and interest by 

3 the United States on original issue or at the market price, 

4 is not in the public interest. 

5 " (d) Any obligations acquired by the Trust Fund (ex­

6 cept special obligations issued exclusively to the Trust Fund) 

7 may be sold by the Managing Trustee at the market price, 

8 and such special obligations may be redeemed at par plus 

9 accrued interest. 

10 " (e) The interest on, and the proceeds from the sale 

:1or redemption of, any obligations held in the Trust Fund 

12 shall be credited to and form a part of the Trust Fund. 

13 " (f) The Managing Trustee is directed to pay each 

14 month from the Trust Fund into the Treasury the amount 

15 estimated by him and the Chairman of the Social Security 

16 Board which will be expended during the month by the 

17 Social Security Board and the Treasury Department for the 

18 administration of Title II and Title VIII of this Act, and 

19 the Federal Insurance Contributions Act. Such payments 

20 shall be covered into the Treasury as miscellaneous receipts. 

21 If it subsequently appears that thn estimates in any par­

22 ticular month were too high or too low, appropriate adjust­

23 ments shall be made by the Managing Trustee in future 

24 monthly payments. 
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1 "(g) All amounts credited to the Trust Fund shall be 

2 available for making payments required under this title. 

3 "4OLD-AGE A'ND SURVIVOR INSURANCE BENEFIT PAYMENTS 

4 "Primary Insurance Benefits 

5 "Soc. 202. (a) Every individual, who (1) is a fully 

6 insured individual (as defined in section 209 (g) ) after 

7 December 31, 1939, (2) has attained the age of sixty-five, 

8 and (3) has filed application for primary insurance benefits, 

9 shall be entitled to receive a primary insurance benefit (as 

10 defined in section 209 (e) ) for each month, beginning with 

11 the month in which such individual becomes so entitled to 

12 such insurance benefits and ending with the month preceding 

13 the month in which he dies. 

14 "Wife's Insurance Benefits 

15 "(b) (1) Every wife (as defined in section 209 (i) ) of 

16 an individual entitled to primary insurance benefits, if such 

17 wife (A) has attained the age of sixty-five, (B) has filed ap­

18 plication. for wife's insurance benefits, (0) was living with 

1-9 such individual at the time such application was filed, and 

20 (D) is not entitled to receive primary insurance benefits, or is 

21 entitled to receive primary insurance benefits each of which 

22 is less than one-half of a primary insurance benefit of. her 

23 husband, shall be entitled to receive a wife's insurance 

.24 benefit for each month, beginning with the month in which 

25 she becomes so entitled to such insurance benefits, and ending 
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with the month immediately preceding the, first month in 

which any of the following occurs: she dies, her husband dies, 

they are divorced a vinculo matrimonii, or she becomes 

entitled to receive a primary insurance benefit equal to or 

exceeding one-hall of a primary insurance benefit of her 

husband. 

" (2) Such wife's insurance benefit for each month shall 

be equal to one-hall of a primary insurance benefit of her 

husband, except that, if she is entitled to receive a primary 

insurance benefit for any month, such wife's insurance benefit 

for such month shall be reduced by an amount equal to a 

primary insurance benefit of such wife. 

"Child's Insurance Benefits 

"(c) (1) Every child (as defined in section 209 (k)) 

of an individual entitled to primary insurance benefits, or 

of an individual who died a fully or currently insured indi­

vidual (as defined in section 209 (g) and (h) ) after De­

cember 31, 1939, if such child (A) has filed application for 

child's insurance benefits, (B) at the time such application 

was filed was unmarried and had not attained the age of 18, 

and (C) was dependent upon such individual at the time 

such application was filed, or, if such individual has died, was 

dependent upon such individual at the time of such individ­

ual's death, shall be entitled to receive a child's insurance 
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1L benefit for each month, beginning with the month in which 

2 such child becomes so entitled to such insurance benefits, and 

3 ending with the month immediately preceding the first month 

4 in which any of the following occurs: such child dies, marries, 

5 is adopted, or attains the age of eighteen. 

6 " (2) Such child's insurance benefit for each month shall 

7 be equal to one-half of a primary insurance benefit of the 

8 individual with respect to whose wages the child is entitled 

9 to receive such benefit, except that, when there is more than 

10 one such individual such benefit shall be equal to one-half 

11 of whichever primary insurance benefit is greatest. 

1L2 " (3) A child shall be deemed dependent upon a father 

13 or adopting father, or to have been dependent upon such 

L4 individual at the time of the death of such individual, unless, 

15 at the time of such death, or, if such individual was living, 

16 at the time such child's application for child's insurance 

17 benefits was filed, such individual was not living with or 

18 contributing to the support of such child and­

19 " (A) such child is neither the legitimate nor 

20 adopted child of such individual, or 

21 " (B) such child had been adopted by some other 

22 individual, or 

23 " (C) such child, at the time of such individual's 

24 death, was living with and supported by such child's 

25 stepfather. 
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"(4) A child shall be deemed dependent upon a mother, 

adopting mother, or stepparent, or to have been dependent 

upon such individual at the time of the death of such indi­

vidual, only if, at the time of such death, or, if such 

individual was living, at the time such child's application 

for child's insurance benefits was filed, no parent other than 

such individual was contributing to the support of such child 

and such child was not living with its father or adopting 

father. 

"Widow's Insurance Benefits 

"(d) (1) Every widow (as defined in section 209 (j)) 

of an individual who died a fully insured individual after 

December 31, 1939, if such widow (A) has not remarried, 

(B) has attained the age of sixty-five, (C) has filed appli­

cation for widow's insurance benefits, (D) was living with 

such individual at the time of his death, and (E) is not 

entitled to receive primary insurance benefits, or is entitled to 

receive primary insurance benefits each of which is less than 

three-fourths, of a primary insurance benefit of her husband, 

shall be entitled to receive a widow's insurance benefit for 

each month, beginning with the month in which she becomes 

so entitled to such insurance benefits and ending with the 

month immediately preceding the first month in which any 

of the following occurs: she remarries, dies, or becomes 

entitled to receive a primary insurance benefit equal to or 
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exceeding three-fourths of a primary insurance benefit of
 

her husband. 

"(2) Such widow's insurance benefit for each month 

shall be equal to three-fourths, of a primary insurance benefit 

of her deceased husband, except that, if she is entitled to 

receive a primary insurance benefit for any month, such 

widow's insurance benefit for such month shall be reduced 

by an amount equal to a primary insurance benefit of such 

widow. 

"Widow's Current Insurance Benefits 

"(e) (1) Every widow (as defined in section 209 (j)) 

of an individual who died a fully or currently insured indi­

vidual after December 31, 1939, if such widow (A) lhas not 

remaxried, (B) is not entitled to receive a widow's insurance 

benefit, and is not entitled to receive primary insurance bene­

fits, or is entitled to receive primary insurance benefits each 

of which is less than three-fourths of a primary insurance 

benefit of her husband, (C) was living with such indi­

vidual at the time of his death, (D) has filed application 

for widow's current insurance benefits, and (E) at the 

time of filing such application has in her care a child of 

such deceased individual entitled to receive a child's insur­

ance benefit, shall be entitled to receive a widow's current 

insurance benefit for each month, beginning with the month 

25in which she becomes so entitled to such current insurance 
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benefits and ending with the month immediately preceding 

the first month in which any of the following occurs: no child 

of such deceased individual is entitled to receive a child's in­

surance benefit, she becomes entitled to receive a primary 

insurance benefit equal to or exceeding three-fourths of a 

primary insurance benefit of her deceased husband, she be­

comes entitled to receive a widow's insurance benefit, she 

remarries, she dies. 

"(2) Such widow's current insurance benefit for each 

month shall be equal to three-fourths of a primary insurance 

benefit of. her. deceased husband, except that, if she is entitled 

to receive a primary insurance benefit for any month, such 

widow's current insurance benefit for such month shall be 

reduced, by an amount equal to a primary insurance benefit 

of such widow. 

"Parent's Insurance Benefit 

"(f) (1) Every parent (as defined in this subsection) 

of an individual who died a fully insured individual after 

December 31, 1939, leaving no widow and no unmarried 

surviving child under the age of eighteen, if such parent (A) 

has attained the age of sixtya-five, (B) was wholly depend­

ent upon and supported by such'individual at the time of 

such individual's death and filed proof of such dependency 

and support within two years- of such date of death, (0) has 
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not married since such individual's death, (D) is not entitled 

to receive any other insurance benefits under this section, or 

is entitled to receive one or more of such benefits for a month, 

but the total for such month is less than one-half of a primary 

insurance benefit of such deceased individual, and' (E) has 

filed application for parent's insurance benefits, shall be 

entitled to receive a parent's insurance benefit for each 

month, beginning with the month in which such parent be­

comes so entitled to such parent's insurance benefits and 

ending with the month immediately preceding the first 

month in which any of the following occurs: such parent dies, 

marries, or becomes entitled to receive for any month an 

insurance benefit or benefits (other than a benefit under this 

subsection) in a total amount equal to or exceeding one-half 

of a primary insurance benefit of such deceased individual. 

" (2) Such parent's insurance benefit for each month 

shall be equal to one-half of a primary insurance benefit of 

such deceased individual, except that, if such parent is en­

titled to receive an insurance benefit or benefits for any 

month (other than a benefit under this subsection), such 

parent's insurance benefit for such month shall be reduced 

by an amount equal to the total of such other benefit or 

benefits for such month. When there is more than one such 

individual with respect to whose wages the parent i's entitled 

to receive a parent's insurance benefit for a month, such 
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1 ben~efit shall be equal to one-half of whichever primary 

2 insurance benefit is greatest. 

"(3) As used in this subsection, the term 'parent' means 

4 the mother or father of an individual, a stepparent of an 

5 individual by a marriage contracted before such individual 

6 attained the age of sixteen, or an adopting parent by whom 

7 an individual was adopted before he attained.d the age of 

IS sixteen. 

9 "Lump-Sum Death Payments 

I0 "(g) Upon the death, after December 31, 1939, of 

.11. an individual who died a fully or currently insured indi­

12 vidual leaving no surviving widow, child, or parent who 

.13 would, on filing application in the month in which such indi­

14 vidual died, be entitled to a benefit for such month under sub­

-) -section (b) , (c) , (d) , (e) , or (f) of this section, an amount 

IG equal to six times a primary insurance benefit of such indi­

17 vidual shall be paid in a lump-sum to the following person 

18I (or if more than one, shall be distributed among them) 

19whose relationship to the deceased is determined by the 

20) Board, and who is living on the date of such determination: 

2.1 To. the widow or widower of the deceased; or, if no such 

22 widow or widower be then living, to any child or children. of 

23 the deceased and to any other person or persons who are, 

24 under the intestacy law of the State where the deceased was 

25~~qdomiciled, entitled to share as distributees with such children 
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I of the deceased, in such proportions as is provided by such 

2 law; or, if no widow or widower and no such child and no 

3 such other person be then living, to the parent or parents 

4 of the deceased and to any other person or persons who are 

5 entitled under such law to share as distributees with the 

6 parents of the deceased, in such proportions as is provided by 

7 such law. A person who is entitled to share as distributee 

8 with an above-named relative of the deceased shall not be 

9 precluded from receiving a payment under this subsection 

10 by reason of the 'fact that no such named relative sur­

11 vived the deceased or of the fact that no such named relative 

.12 of the (leceased was living on the date of such determnina­

13 tion. If none of the persons described in this. subsection 

14 be living on the date of such determination, such amoma~ 

1L5 shall be paid to any person or persons, equitably entitlel 

16 thereto, to the extent and in the proportions that he or they 

17 shall have paid the expenses of burial of the deceased. No 

18 payment shall be made to any person under this subsection, 

19 unless application therefor shall have been filed, by or on 

20 behalf of any such, person (whether or not legally com­

21 petent) , prior to the expiration of two years after the date 

22 of death of such individual. 

23 APPLICATION 

24 "(l) An individual who would have been entitled to a 

benefit under subsection (b), (c), (d.), (e) , or (f) for any 
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month had he filed application therefor prior to the end of 

such month, shall be entitled to such benefit for such month 

if he files application therefor prior to the end of the third 

month immediately succeeding such month. 

"tREDUCTION AND INCREASE OF INSURANCE BENEFITS 

"SEC. 203. (a) Whenever the benefit or total of benefits 

under section 202, payable for a month with respect to an 

individual's wages, exceeds (1) $85, or (2) an amount 

equal to twice a primary insurance benefit of such individual, 

or (3) an amount equal to -80 per centurn of his average 

monthly wage (as defined in section 209 (f) ), whichever 

of such three amounts is least, such benefit or total of benefits 

shall, prior to any deductions under subsections (d) , (e) , 

or (h), be reduced to such least amount. 

"(b) Whenever the benefit or total of benefits under sec­

tion 202 (or as reduced under subsection (a) ), payable for a 

month with respect to an individual's wages, is less than $10, 

such beiiefit or total of benefits shall,. prior to any deduc­

tio'ns under subsections (d) , (e) , or (h) , be increased 

to $10. 

"(c) Whenever a decrease or increase of the tota] of 

benefits for a month is made under subsection (a) or (b) 

of this section, each benefit shall be proportionately decreased 

2A or increased, as the case; may be. 
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1 "(d) Deductions shall be made from any payment under 

2 this title to which an individual is entitled, until the total of 

3 such deductions equals such individual's benefit or benefits for 

4 any month in which such individual: 

5 " (1) rendered services for wages of not less thai, 

6 $15; or 

7 " (2) if a child under eighteen and over sixteen 

8 years of age, failed to attend school regularly and the 

9 Board finds that attendance was feasible; or 

10 "(3) if a widow entitled to a widow's current in­

11 surance benefit, did not have in her care a child of her 

12 deceased husband entitled to receive a child's insurance 

13 benefit. 

14 " (e) Deductions shall be made from any wife's or child's 

15 insurance benefit to which a wife or child is entitled, until 

16 the total of such deductions equals such wife's or child's 

17 insurance benefit or benefits for any month in which the 

1.8 individual, with respect to whose wages such benefit was pay-

IS able, rendered services for wages of not less than $15. 

20 " (f) If more than one event occurs in any one month 

.21 which would occasion deductions equal to a benefit for such 

22 month, only an amount equal to such benefit shall be de­

23 ducted. 

24 " (g) Any individual whose benefits are subject to deduc­

25 tion under subsection (d) or (e), because of the occurrence 
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of an event enumerated therein, shall report such occurrence 

to the Board prior to the receipt and acceptance of an insur­

ance benefit for the second month following the month in 

which such event occurred. Any such individual having 

knowledge thereof, who fails to report any such occur­

rence, shall suffer an additional deduction equal to that 

imposed under subsection (d) or (e) . 

" (h) Deductions shall also be made from any primary 

insurance benefit to which an individual is entitled, or from 

any other insurance benefit payable with respect to such 

individual's wages, until such deductions total the amount 

of any lump sum paid to such individual under section 204 

of the Social Security Act in force prior to the date of enact­

ment of the Social Security Act Amendments of 1939. 

itOVERPAYMENTS AND UJNDERPAYMENTS 

"SEc. 204. (a) Whenever an error has been made 

wvith respect to payments to an individual under this title 

(including payments made prior to January 1, 1940), 

proper adjustment shall be made, under regulations pre­

scribed by the Board, by increasing or decreasing subsequent 

payments to which such individual is entitled. If such indi-

vidual dies before such adjustment has been completed, adjust­

ment shall be made by increasing or decreasing subsequent 

benefits payable with respect to the wages which were the 

.25 basis of benefits of such deceased individual. 
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I "(b) There shall be no -adjustment or recovery by the 

2 United States in any case where incorrect payment has been 

3 made to an individual wvho is without fault (including pay­

4 ments made prior to January 1, 1940) , and where adjust­

5 ment or recovery would defeat the purpose of this title or 

6 would be against equity and good conscience. 

7 " (c) No certifying or disbursing officer shall be held 

8 liable for any amount certified or paid by him to any person 

9 where the adjustment or recovery of such amount is waived 

10 under subsection (b), or where adjustment under sulbsec­

11 tion (a) is not completed prior-to the death of all persons 

12 against whose benaefits deductions are authorized. 

13 "49EVIDEINCE, PROCEDURE, AND CERTIFICATION FOR 

14 PAYMENT 

15 "SEC. 205. (a) The Board shall have full power and 

16 authority to mrake rules and regulations and to establish pro­

17 cedures, riot inconsistent with the provisions of this title, 

18 which are necessary or appropriate to carry out such 

19 provisions, and shall adopt reasonable and proper rules and 

20 regulations to regulate and provide for the nature and extent 

21 of the proofs and evidence -and the method of taking and 

22 fur'nishingr the same in order to establish the right to benefits 

23 hereunder. 

24 "(b) The Board is directed to make findings of fact, 

25 and decisions as to. the rights of any individual applying -for 
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a payment under this title. Whenever requested by any 

such individual or whenever requested by a wife, widow, 

child, or parent who makes a showing in writing that his or 

her rights may be prejudiced by any decision the Board 

has rendered, it shall give such applicant and such other 

individual reasonable notice and opportunity for a hca rinigZ 

with respect to such decision, and, if a hearing-is held, shall, 

on the basis of evidence adduced at the hearingr, affirm, 

modify, or, reverse its findings of fact and such decision. The 

Board is, further authorized, on its own motion, to hold such 

hearings and to conduct such investigations and other pro­

ceedings as it may deem necessary or proper for the admin­

istration of this title. In the course of any hearing, investi­

gation, or other proceeding, it may administer oaths and 

affirmations, examine witnesses, and receive evidence. Evi­

dence may be received at any hearing before the Board 

even though inadmissible under rules -of evidence applicable 

to court procedure. 

" (c) (1) On the basis of information obtained by~.or 

submitted to the Board, and after such verification thereof as 

it deems necessary, the Board shall establish and. maintain 

records of the amounts of wages paid to each individual 

and of the periods in which such wages were paid and, upon 

request, shall inform any -individual, or after his death shall 

2, inform the wife, child, or parent of such individual, of the 
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1L amounts of wages of such individual and the periods of pay­

2 ments -shown by such records at the time of such request. 

3 Such records shall be evidence, for the purpose of proceed­

4 ings before the Board or any court, of the amounts of such 

-5 wages and the periods in. which they were paid, and thc 

6 absence of an entry as to an individual's wages in such records 

7 for any period shall be evidence that no wages were paid 

8 such individual in such period. 

9 "(2) After the expiration of the fourth calendar year 

10 following any year in which wages were paid or are alleged 

11 to have been -paid an individual, the records of the Board as 

12 to the wages.of such individual for such year and the periods 

13 of payment shall be conclusive for -the purposes -of this title, 

14 except as hereafter provided. 

15 "(3) If, prior to the expiration of such fourth year, 

16 it is brought to the attention of the Board that any entry of 

17 such wages in such records is erroneous, or that any item 

18 of such wages has been omitted from the records, the Board 

19 'may correct such entry or include such omitted Iitem in 'its 

20, records, as the case may be. Written notice of any revisioti 

21 of -any such entry, which is adverse to the interests of any 

22 individual, shall be given to such individual, in any case 

23' where, such, individual has previously been notified by the 

24 Board of the amount of wages and of the period of pay­

25 ments shown by such entry. .Upon -request in writing made 
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1 prior to the expiration of such fourth year, or within -sixty 

2 days thereafter, the Board shall afford any individual, or 

3 after his death shall afford the wife, child, or parent of such 

4 individual, reasonable notice and opportunity for hearing 

5 with respect to any entry or alleged omission of wages of 

6 such individual in such records, or any revision of any such 

'7 entry. If a hearing is held, the Board shall. make findings 

8 of fact and a decision based upon the evidence adduced at 

9 such hearing and shall revise its records as may be required 

10 by such findings and decision. 

11 " (4) After the expiration of such fourth year, the 

12 Board may revise any entry or include in its records any 

13 omitted item of wages to conform its records with tax returns 

14 or portions of tax returns (including information returns and 

15 other written statements) filed with the Commissioner of In­

16 ternal. Revenue under title VIII of the Social Security Act or 

17 the Federal Insurance Contributions Act or under regulations 

18 made under authority thereof., Notice shall be given of such 

19 revision under such conditions and to such individuals as is 

20 provided for revisions under paragraph (3) of this sub­

21 section. Upon request, notice and opportunity for hearing 

22 wvith respect to Any such entry, omission, or revision, shall be 

23 afforded under such conditions and to such individuals as 

24 'is provided in paragraph (3) hereof, but no evidence shall 

25 be introduced at any such hearing except with respect to con­
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1 formity of such records with such tax returns and such other 

2 data submitted under such title VIII or the Federal Insurance 

3 Contributions Act or under such regulations. 

4 "(05) Decisions of the Board under this subsection shall 

5 be reviewable by commencing a civil action in the district 

6 court of the United States as p'rovided in subsection (g) 

7 hereof. 

8 " (d) For the purpose of any hearing, investigation, or 

9 other proceeding authorized or directed under this title, or 

10 relative to any other matter within its jurisdiction hereunder, 

11 the Board shall have power to issue subpenas requiring the 

12 attendance and testimony of witnesses and the production of 

13 any evidence that relates to any matter under investigation 

.14 or in question before the Board. Such attendance of wit­

15 nesses and production of evidence at thle designated place of 

16 such hearing, investigation, or other proceeding may be re­

17 quired from any place in the United States or in any Terri­

18 tory or possession thereof. Stibpcnas of the Board shall he 

19 served by anyone authorized by it (1) by delivering a copy 

20 thereof to the individual named therein, or (2) by regis­

21 tered mail addressed to such individual at~his last dwelling 

22 place or principal place of business. A verified return by tile 

23 individual so serving the subpena setting forth the manner 

24 of service, or, in the case of service by registered mail, the 

25 return post-office receipt therefor signed by the individual so 
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served, shall be proof of service. Witnesses so subpenaed 

shall be paid the same fees and mileage as are paid witnesses 

in the district courts of the United States. 

" (e) In case of contumacy by, or refusal to obey a 

subpena duly served upon, any person, any district court 

of the United States for the judicial district in which said 

person charged with contumacy or refusal to obey is found 

or resides or transacts business, upon application by the 

Board, shall have jurisdiction to issue on order requiring 

such person to appear and give testimony, or to appear and 

produce evidence, or both; any failure to obey such order 

of the court may be punished by said court as contempt 

thereof. 

" (f) No person so subpenaed or ordered shall be ex­

cused from attending and testifying or from producing books, 

records, correspondence, documents, or other evidence on the 

ground that the -testimony or evidence required of him may 

tend to incriminate him or subject him to a penalty or for­

feiture; but no person shall be prosecuted or subjected to any 

penalty or forfeiture for, or on account of, any transaction, 

matter, or thing concerning which he is compelled, after 

having claimed his privilege against self-incrimination, to 

testify or produce evidence, except that such person so testi­

fying shall not be exempt from prosecution and punishment 

for perjury committed in so testifying. 
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I "(g) Any individual, after any final decision of the 

2 Board made after a hearing to which he was a party, irre­

3 spective of the amount in controversy, may obtain a review 

4 of such decision by a civil action commenced within sixty 

5 days after the mailing to him of notice of such decision or 

6 within such further time as the Board may allow. Such 

7 action shall be brought in the district court of the United 

8 States for the judicial district in which the plaintiff resides, 

9 or has his principal place of business, or, if he does not reside 

10 or have his principal place of business within any such 

11 judicial district, in the District Court of the United States 

1L2 for the District of Columbia. As part of its answer the 

13 Board shall file a certified copy of the transcript of the record 

14 including the evidence upon: which the findings and decision 

15 complained of are based. The court shall have power to 

16 enter, upon the pleadings and transcript of the record, a 

17 judgment affirming, modifying, or reversing the decision of 

18 the Board, with or without remanding the cause for a rehear­

19 ing. The findings of the Board as to any fact, if supported 

20 by substantial evidence, shall bc conclusive, and where a 

21 claim has been denied by the, Board or a decision is rendered 

22 under subsection (b) hereof which is adverse to an individual 

23 who was a party to the hearing before the Board, because 

24 of failure of the claimant or such individual to submit proof 
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in conformity with any regulation prescribed under sub­

section (a) hereof, the court shall review only the question 

of conformity with such regulations and the validity of 

such regulations. The court shall, on motion of the Board 

made before it files its answer, remand the case to the Board 

for further action by the Board, and may, at any time, on 

good cause shown, order additional evidence to be taken 

before the Board, and the Board shall, after the case is 

remanded, and after hearing such additional evidence if so 

ordered, modify or affirm its findings of fact or its decision, or 

both, and shall file with the court any such additional and 

modified findings of fact and decision, and a transcript of the 

additional record and testimony upon which its action in 

modifying or affirming was based. Such, additional or 

modified findings of fact and decision shall be reviewable 

only to the extent provided for review of the original find­

ings of fact and decision. The judgment of the court shall 

be final except that it shall be subject to review in the same 

manner as a judgment in other civil actions. 

"(h) The findings and decision of the Board after a 

hearing shall be binding upon all individuals who were par­

ties to such hearing. No findings of fact or decision of the 

Board-shall be reviewed by any person, tribunal, or govern­

mental agency except as herein provided. No action. against 
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the United States, the Board, or any officer or employee 

thereof shall be brought under section 24 of the Judicial Code 

of the United States to recover on any claim arising under 

this title. 

"(i) Upon final decision of the Board, or upon final 

judgment of any court of, competent jurisdiction, that any 

person is entitled to any payment or payments under this 

title, the Board shall certify to the Managing Trustee the 

name and address of the person so entitled to receive such 

payment or payments, the amount of such payment or pay­

ments, and the time at which such payment or payments 

should be made, and the Managing Trustee, through the 

Division of Disbursement of the Treasury Department, and 

prior to any action thereon by the General Accounting 

Office, shall make payment in accordance with the certifica­

tion of the Board.: Provided, That where a review of the 

Board's decision is or may be sought under subsection (g) 

the Board may withhold certification of payment pending 

such review. The Managing Trustee shall not be held per­

sonially liable for any payment or payments made in accord­

ance with a certification by the Board. 

"(j) When it appears. to the Board that the interest of 

an applicant entitled to a payment would be served thereby, 

certification of payment may be made, regardless of the legal 

competency or incompetency of the individual entitled thereto, 
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1 either for direct payment to such applicant, or for his use 

2 and benefit to a relative or some other person. 

3 " (k) Any payment made after December 31, 1939. 

4 under conditions set forth in subsection (j), any payment 

5 made before January 1, 1940, to, or on behalf of, a legally 

63 incompetent individual, and any payment made after De­

7 cember 31, 1939, to a legally incompetent individual with­

8 out knowledge by the Board of incompetency prior to certi­

9 fication of payment, if otherwise valid under this title, shall be 

10 a complete settlement and satisfaction of any claim, right, or 

11 interest in and to such payment. 

1.2 " (1) The Board is authorized to delegate to any mem­

13 ber, officer, or employee of the Board designated by it any 

1.4 of the powers conferred upon it by this section, and is author­

15 ized to be represented by its own attorneys in any court 

16 in any case or proceeding arising under the provisions of 

17 subsection (e) . 

.18 "(in) No application for any benefit under this title 

19 filed prior to three months before the first month for which 

20 the applicant becomes entitled to receive such benefit shall be 

21 accepted as an application for the purposes of this title. 

22 " (n) The Board may, in its discretion, certify to the 

23 Managing Trustee any two or more individuals of the same 

24 family for joint payment of the total benefits payable to such 

25 individuals. 
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"REPRESENTATION OF CLAIMANTS BHFORE, THE BOARD 

"SEC. 206. The Board may prcscribe rules and regula­

tions governing the recognition of agents or other persons, 

other than attorneys As hereinafter provided, representing 

claimants before the Board, and may require of such agents 

or otber persons, before being-recognized as representatives 

of claimants that they shall show that they are of good 

character and in good repute, possessed of the necessary 

qualifications to enable them to render such claimants valu­

able service, and otherwise competent to advise and assist 

such claimants in the presentation of their cases. An attor­

ney in good standing who is admitted to practice before the 

highest court of the State, Territory, District, or insular 

l)ssessiofl of his residence or before the Supreme Court of 

the United States or the inferior Federal courts, shall be 

entitled to represent claimants before the Board upon filing 

with the Board a certificate of his right to so practice from 

the presiding judge or clerk of any such court. The Board 

may, after due notice and opportunity for hearing, sus­
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with any claim before the Boardl under this title, and any 

agreement in violation of such rules and regulations shall 

be void. Any person who shall, with intent to defraud, in 

any manner willfully and knowingly deceive, mislead, or 

threaten any claimant or prospective claimant or beneficiary 

under this title by word, circular, letter or advertisement, or 

who shall knowingly charge or collect directly or indirectly 
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1 where no payment is authorized under this titlc, shiall make 

2 or cause to be made any false statement or representation 

3 (including any false statement or representation in connec­

4 tion with any matter arising under the Federal Insurance 

5Contributions Act) as to the amount of any wages paid 

G3or received or the period during~ which earned or paid, or 

7 whoever makes or causes to be made any false statement 

8 of a material fact in any application for any payment under 

9 thstileor whoever makes or causes to be made any false 

10 statement, representation, affidavit, or document in connec-

I I tion with such an application, shall be guilty of a misdemeanor 

:12 and upon conviction thereof shall be fined niot more than 

13 $1,000 or imprisoned for not more than one year, or both. 

14 "tDEFINITIONS 

15 "Smc 209. When used in this title­

16 "(a) The term 'wages' means all remuneration for em­

17 ployment, including the cash value of all remuneration paid 

18 in any medium other than cash; except that such term shall 

19 not include­

20 "(1) That part of the remuneration which, after 

21 remuneration equal to $3,000 has been paid to an indi­

22 vidual by an employer with respect to employment dur­

23 iiig any calendar year, is paid to such individua~l by such 

24 employer with respecti to employment during such 

25 calendar year; 
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1 "(2) The amount of any payment made to, or on 

2 behalf of, anl employee under a plan or system estab­

3 lished by an employer which makes provision for his 

4 employees generally or for a class or classes of his emn­

5 ployees (including any amount paid by an employer 

6 for insurance, or into a fund, to provide for any such 

'7 payment) , onl account of (A) retirement, or (B) sick­

8 ness or accident disability, or (C) medical and hospitali­

9 zation expenses in connection with sickness or accident 

10 disability; 

11 " (3) The payment by an employer (without de­

12 duction from the remuneration of the employee) (A) of 

13 the tax imposed upon an employee under section 1400 

14 of. the Internal Revenue Code or (B) of any payment 

15 required from an employee under a State unemploy­

16 ment compensation law; 

17 "(4) Dismissal payments which the employer is 

18 not legally required to make; or 

19 "(5) Any remuneration paid to an individual prior 

20 to January 1, 1937. 

21 "(b) The term. 'employment' means any service per­

22 formed after December 31, 1936, and prior to January 1.
 

23 1940, which was employment as defined in section 210 (b)
 

24 of the Social Security Act prior to such date (except service
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1L performed by an individual after lie attained the age of sixty­

2 five), and any service, of whatever nature, performed after 

3 December OD1, 19,39, by an employee for the person employing 

4 him, irrespective of the citizenship or residence of either, (A) 

5 within the United States, or (B) on or in connection with 

6 an American vessel under a contract of service which is en­

7 tered into within the United States or during the performance 

8 of which the vessel touches at a port in the United States, if 

9 the employee is employed on and in connection with such 

io vessel when outside the United States, except-

II "(1) Agricultural labor (as defined in subsection 

1L2 (1) of this section) 

13 "(2) Domestic service in a private home, local col­

14 lege club, or local chapter of a college fraternity or 

15 sorority; 

16 " (3) Casual labor not in the course of the em­

17 ployer's trade or business; 

18 "(4) Service performed by an individual in the 

19 employ of his son, daughter, or spouse, and service per­

20 formed by a child under the age of twenty-one in the 

21 employ of his father or mother; 

22 "(5) Service performed on or in connection with 

23 a vessel not an American vessel by an employee, if the 

24 employee is employed on and in connection with such 

vessel when outside the United States;
 25 
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"c(6) Service performed in the employ of the 

United States Government, or of an instrumentality of 

the United States which is (A) wholly owned by the 

United States, or (B) exempt from the tax imposed by 

section 1410 of the Internal Revenue Code by virtue 

of any other provision of law; 

" (7) Service performed. in the employ of a State, 

or any political subdivision thereof, or any instrumen­

tality of any one or more of the foregoing which is 

wholly owned by one or more States or political sub­

divisions; and any scrvice performed in the employ of 

any instrumentality of one or more States or political 

subdivisions to the extent that the instrumentality is, 

with respect to such service, immune under the Constitu­

tion of the United States from the tax imposed by 

section 1.410 of the Internal Revenue Code; 

" (8) Service 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, or for the 

prevention of cruelty to children or animals, no part 

of the net earn~ings of which inures to the benefit of any 

private shareholder or individual, and 110 substantial 

part of the activities of which is carrying on propaganda, 

or otherwise attempting, to influence legislation; 
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"(9) Service pcrfo.-ined by an individual as an 

employee or employee representative as defined in sec­

tion 1532 of the Internal Revenue Code; 

" (10) (A) -Service performed in any calendar 

quarter in the employ of any organization exempt from 

income tax under section 101 of the Internal Revenue 

Code, if­

" (i) the remuneration for such service does not 

exceed $45, or 

" (i) such service is in connection with the 

collection of dues or premiums for a fraternal bene­

ficiary society, order, or association, and is per­

formed away from the home office, or is ritualistic 

service in connection with any such society, order, 

or association, or 

" (iii) such service is performed by a student 

who is enrolled and is regularly attending classes at 

a school, college, or university; 

" (B) Service performed in the employ of an agri­

cultural or horticultural organization; 

" (C) Service performed in the employ of a volun­

tary employees' beneficiary association providing for the 

payment of life, sick, accident, or other benefits to the 

members of such association or their dependents, if (i) 

no part of its net earnings inures (other than through 

such payments) to the benefit of any private shareholder 
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or individual, and (ii) 85 per centum or more of the 

income consists of amounts collected from members for 

the sole purpose of making such payments and meeting 

expenses; 

" (D) Service performed in the employ of a volun­

tary employees' beneficiary association providing for the 

payment of life, sick, accident, or other benefits to the 

members of such association or their dependents or des­

ignated beneficiaries, if (i) admission to membership in 

such association is limited to individuals who are em­

ployees of the United States Government, and (ii) no 

part of the net earnings of such association inures (other 

than through such payments) to the benefit of any 

private shareholder or individual; 

" (E) Service performed in any calendar quarter 

in the employ of a school, college, or university, not 

exempt from income tax under section 101 of the 

Internal Rievenue Code, if such service is performed 

by a student who is enrolled and is regularly attending 

classes at such school, college, or university, and the 

remuneration for such service does not exceed $45 

(exclusive of room, board, and tuition) 

" (11) Service performed in the employ of a foreign 

government (including service as a consular or other 

officer or employee or a niondiplomatic-representative) 
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1 "(12) Service performed in the employ of an in­

2 strumentality wholly owned by a foreign government­

8 "(A) If the service is of a character similar 

4 to that performed ifi foreign countries by employees 

of the United States Government or of an instru­

6 mentality thereof; and 

7 " (B) If the Secretary of State shall certify to 

8 the Secretary of the Treasury that the foreign gov­

9 ermient, with respect to whose instrumentality and 

employees thcreof exemption is claimed, grants an 

11 equivalent exemption with respect to similar service 

12 performed in the foreign country by employees of 

13 the United States Government and of instrumnentali­

14 ties thereof; 

" (13) Service performed as a student nurse in the 

16 employ of a hospital or a nurses' training school by an 

17 individual who is enrolled and is regularly attending 

18 classes in a nurses' training school chartered or approved 

19 pursuant to State law; and service performed as an 

interne in the employ of a hospital by an individual who 

21 has completed a four years' course in a medical school 

22 chartered or approved pursuant to State -law. 

23 " (c) If the services performed during one-half or more 

24 of any pay period by an employee for the person employing 

him constitute employment, all the services of such employee 
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for such period shall be deemed to be employment; but if the 

services performed during more than one-half of any such 

pay period by an employee for the person employing him do 

not constitute employment, then none of the services of such 

employee for such period shall be deemed to be employ­

ment. As used in this subsection the term 'pay period' 

means a period (of not more than thirtys-one consecutive 

days) for which a payment of remuneration is ordinarily 

made to the employee by the person employing him. This 

subsection shall. not be applicable with respect to services 

performed for an employer in a pay period, where any of 

such service is excepted by paragraph (9) of subsection (b) . 

" (d) The term 'American vessel' means any vessel doc­

umnented or numbered under the laws of the United States; 

and includes any vessel which is neither documented or 

numbered under the laws of the United States nor doe­

umented under the laws of any foreign country, if its crew 

is employed solely by one or more citizens or residents of 

the United States or corporations organized under the laws 

of the United States or of any State. 

" (e) The term 'primary insurance benefit' means an 

amount equal to the sum of the following­

" (1) (A) 40 per centum. of the amount of an 

indiv-dual's average monthly wage if such average 
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monthly wage does not exceed $50, or (B) if such aver­

age monthly wage exceeds $50, 40 per centumn of $50, 

plus 10 per centum of the amount by which such aver­

age monthly wage exceeds $50, and 

"(2) an amount equal to 1 per centum of the 

amount computed under paragraph (1) multiplied by 

the number of years in which $200 or more of wages 

were paid to such individual. 

"(f) The term 'average monthly wage' means the quo­

tient obtained by dividing the total wages paid an individual 

before the year in which he died or became entitled to receive 

primary insurance benefits, whichever first occurred, by 

twelve times the number of years elapsing after 1936 and 

before such year in which he died or became so entitled, ex­

cluding any year prior to the year in which he attained 

the age of twenty-two during which he was paid less than 

$200 of wages; but in no case shall such total wages be 

divided by a number less than thirty-six. 

" (g) The term 'fully insured individual' means any 

individual with respect to whom it appears to the satisfac­

tion of the Board that­

"(1) (A) he attained age sixtyv-five prior to 1940, 

and 

"(B) he has not kss than two years of coverage, 

and 
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1 "(C) the total amount of wages paid to him was 

2 not less than $600; or 

3 " (2) (A) within the period of 1940-1945, inclu­

4 sive, he attained the age of sixty-five or died before 

5 attaining such age, and 

.6 " (B) he had not less than one year of coverage for 

7 each two of the years specified in clause (C) , plus an 

8 additional year of coverage, and 

9 " (C) the total amount of wages paid to him was 

10 not less than an amount equal to $200 multiplied by the 

i I number of years elapsing after 1936 and up to and 

12 including the year in which he attained the age of sixtym­

13 five or died, whichever first occurred; or 

14 " (3) (A) the total amount of wages paid to him 

15 was not less than $2,000, and 

16 " (B) he had not less than one year of coverage 

17 for each two of the years elapsing after 1936, or after 

18 the year in which he attained the age of twentye-one, 

19 whichever year is later, and up to and including the year 

20 in which he attained the age of sixty-five or died, which­

21 ever first occurred, plus an additional year of coverage, 

22 and in no case had less than five years of coverage; or 

23 " (4) he had at least fifteen years of coverage. 

24 "As used in this subsection, the term 'year' means calen­

25 dar year, and. the term 'year of coverage' means a calendar 
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1 year in which the, individual has been paidl not less than 

2 $200 in wages. When the number of years specified in 

B clause (2) (C) or clause (3) (B) is an odd number, for 

4 purposes of clause (2) (B) or (3) (B), respectively, such 

5 number shall be reduced by one. 

6 " (l) The term 'currently insured individual' means any 

7 individual with respect to whom it appears to the satisfaction 

8 of the Board that he has been paid wages of not less than 

9 $50 for each of not less than six of the twelve calendar quar­

10 ters, immediately preceding the quarter in which he died. 

11 " (i) The term 'wife' means the wife of an individual 

1L2 who was married to him prior to January 1, 1939, or if 

13 later, prior to the date upon which he attained the age of 

14 sixty. 

j " (j) The term 'widow' (except when used in section 

16 202 (g) ) means the surviving wife of an individual who 

17 was married to him prior to the beginning of the twelfth 

18 month before the month ir which he died. 

19 " (k) The term 'child' (except when used in section 

20 202 (g) ) means the child of an individual, and the step­

21 child of an individual by a marriage contracted prior to the 

22 date upon which he attained the age of sixty and prior to 

23 the beginning of the twelfth month before the month in which 

24 he died, and a child legally adopted by an individual prior 

25 to the date upon which he attained the age of sixty anid prior 
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to the beginning of the twelfth month before the month in 

which he died. 

"(1) The term 'agricultural labor' includes all. service 

performed­

" (1) On a farm, in the employ of any person, in con­

nection with cultivating the soil, or in connection with raising 

or harvesting any agricultural or horticultural commodity, 

including the raising, feeding, and management of livestock, 

bees, poultry, and fur-bearing animals. 

" (2) In the employ of the owner or tenant of a farm, 

in connection with the operation, management, or mainte­

nance of such farm, if the major part of such service is 

performed on a farm. 

" (3) In connection with the production or harvesting of 

maple sirup or maple sugar or any commodity defined as an 

agricultural commodity in section 15 (g) of the Agricultural 

Marketing Act, as amended, or in connection with the raising 

or harvesting of mushrooms, or in connection with the hatch­

ing of poultry, or in connection with the ginning of cotton. 

" (4) In handling, drying, packing, packaging, process­

ing, freezing, grading, storing, or delivering to storage or to 

market or to a carrier for transportation to market, any 

agricultural or horticultural commodity; but only if such 

service is performed as an incident to ordinary farming opera­

25tions or, in the case of fruits and vegetables, as an incident to 
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:1 the preparation of such fruits or vegetables for market. The 

2 provisions of this paragraph shall not be deemed to be 

3 applicable with respect to service performed in connection 

4 with commercial canning or commercial freezing or in connec­

5 tion with any agricultural or horticultural commodity after its 

6 delivery to a terminal market for distribution for consumption. 

7 "As used in this subsection, the term 'farm' includes 

8 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

9 farms, plantations, ranches, nurseries, ranges, greenhouses 

10 or other similar structures used primarily for the raising of 

11 agricultural or horticultural commodities, and orchards. 

12 "(in) In determining whether an applicant is the wife, 

13 widow, child, or parent of a fully insured or currently insured 

14 individual for purposes of this title, the Board shall apply 

15 such law as would be applied in determining the devolution 

1.6 of intestate personal property by the courts of the State in 

17 which such insured individual is domiciled at the time such 

18 applicant files application, or, if such insured individual 

19 is dead, by the courts of the State in which he was domiciled 

20 at the time of his death, or if such insured individual is or was 

21 not so domiciled in any State, by the courts of the District 

22 of Columbia. Applicants who according to such law would 

23 have the same status relative to taking intestate personal 

24 property as a wife, widow, child, or parent shall be deemed 

25 such. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

47
 

"(n) A wife shall be deemed to be living with her hus­

band if they are both members of the same household, or 

she is receiving regular contributions from him toward her 

support, or he has been ordered by any court to contribute 

to her support; and a widow shall be deemed to have been 

living with her husband at the time of his death if they were 

both members of the same household on the date of his death, 

or she was receiving regular contributions from him toward 

her support on such date, or he had been ordered by any 

court to contribute to her support." 

TITLE III-AMENDMENTS TO TITLE III OFE THE 

SOCIAL SECURITY ACT 

Smc. 301. Section 302 (a) of such Act is amended to 

read as follows: 

" (a) The Board shall from time to time certify to the 

Secretary -of the Treasury for payment to each State which 

has an unemployment compensation law approved by the 

Board under the Federal Unemployment Tax Act, such 

amounts a~s the Board determines to be necessary for the 

proper and efficient administration of such law during the 

fiscal year for which such payment is to be made. The 

Board's determination shall be based on (1) the population 

of the State; (2) an estimate of the number of. persons 

covered by the State law and of the cost of proper and 

25efficient administration of such law; and (3) such other 
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1 factors as the Boaird finds relevant. The Board shiall not 

2 certify for payment under this section in any fiscal year a 

3 total amount in excess of the amount appropriated therefor 

4 for such fiscal year." 

5 SEC. 302. Section 303 (a) of such Act is amendled to 

6 read as follows: 

7 "(a) The Board shall make no certification for pay­

8 ment to any State unless it finds that the law of such State, 

9 approved by the Board under the Federal 'Unemployment 

10 Tax Act, includes provision for­

11 " (1I) Such methods of administration (other than those 

12 relating to selection, tenure of office, and compensation of 

13 personnel) as are found by the Board to be reasonably calcu­

14 lated to insure full payment of unemployment compensation 

.15 when due; and 

16 " (2) Payment of unemployment compensation solely 

17 through public employment offices or such other agencies as 

18 the Board may approve; and 

19 "t(3) Opportunity for a fair hearing, before an impar­

20 tial tribunal, for all individuals whose claims for unem­

21 ployment compensation are denied; and 

22 "(4) The payment of all money received in the unem­

23 ployment fund of such State (except for refunds of sunms 

24 erroneously paid into such fund and except for refunds 

25 paid in accordance with the provisions of section 1606 (b) of 
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the Federal Unemployment Tax Act), 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 withdrawn from an 

unemployment fund of such State, in the payment of unem­

ployment compensation, exclusive of expenses of admin­

istration, and for refunds of sums erroneously paid into such 

fund and refunds paid in accordance with the provisions of 

section 1606 (b) of the Federal Unemployment Tax Act; 

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 employment, the name, 

address, ordinary occupation and employment status of each 

recipient of unemployment compensation, and a statement of 

such recipient's rights to 'further compensation under such 

law; and 

"(8) Effective July 1, 1941, the expenditure of all 

moneys received pursuant to section 302 of this title solely 

RI. B. 6635­
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1 for the purpos~es and in the amounts found necessary iby the 

2 Board for the proper and efficient administration of such 

3 State law; and 

4 " (9) Effective July 1, 1941, the replacement, within a 

reasonable time, of any moneys received pursuant to section 

6 302 of this title, which, beciause of any action or contingency, 

7 have been lost or have lbeen expended for purposes other than, 

s or in amounts in excess of, those found necessary by the Board 

9for the proper administration of such State law." 

TITLE IV-AMENDMENTS TO TITLE IV OF THE 

11 SOCIAL SECURITY ACT 

12 SEC. 401. (a) Clause (5) of section 402 (a) of such 

13 Act is amended to read as follows: " (5) provide such 

14 methods of administration (other than those relating to selec­

tion, tenure of office, and compensation of personnel) as are 

16 found by the Board to be necessary for the proper and effi­

17 cient operation of the plan." 

18 (b) Effective July 1, 1941, section 402 (a) of such Act 

19 is further amended by inserting before the period at the end 

thereof a semicolon and the following new clauses: " (7) 

21 provide that the State agency shall, in determining need, take 

22 into consideration tuny other income and resources of any 

23 child claiming aid to dependent children; and (8) provide 

24 safeguards which restrict the use or disclosure of information 

concerning aplplicants and recipients to purposes directly con­

26 nected with the administration of aid to dependent children". 
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SEC. 4021. (a) Effective January 1, 1940, subsection 

(a) of section 403 of such Act is amended by striking out 

"one-third" and inserting in lieu thereof "one-half", and 

paragraph (1) of subsection (b; of such section is amended 

by striking out "two-thirds" and inserting in lieu thereof 

"one-half". 

(b) Effective January 1, 1940, paragraph (2) of sec­

tion 403 (b) of such Act is amended to read as follows: 

"t(2) The Board shall then certify to tlhe Secretary 

of tbe Treasury the amount so estimated by the Board, 

(A) reduced or increased, as the case may be, by anly 

sum -by which it finds that its estimate for any prior 

quarter was greater or less than the amount which 

should have be&dn paid to the State for such quarter, and 

(B) reduced by a sum equivalent to the pro rata share 

to which the, United States is equitably entitled, as deter­

mined by the Board, of the net amount recovered during 

any prior quarter by the State or any political subdivi­

sion thereof with respect to aid to dependent children 

furnished under the State plan; except that such in­

creases or reductions shall not be made to the extent that 

such sums have been applied to make the amount certi­

fled for any prior quarter greater or less than the 

amount estimated by the Board for such prior quarter." 
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1 SEC. 403. Section 406 (a) of such Act is amended to 

2 read as follows: 

3 "(a) The term 'dependent child' means a needy child 

4 under the age of sixteen, or under the age of eighteen if 

5 found by the State agency to be regularly attending school, 

6 who has been deprived of parental support or care by reason 

7 of the death, continued absence from the home, or physical 

8 or mental incapacity of a parent, and who is living with his 

9 father, mother, grandfather, grandmother, brother, sister, 

10 stepfather, stepmother, stepbrother, stepsister, uncle, or aunt, 

i1 in a place of residence maintained by one or more of such 

12 relatives as his or their own home;". 

13 TITLE V-AMENDMIENTS TO TITLE V OF THE 

14 SOCIAL SECURITY ACT 

15 SEC. 501. Clause (3) of section 503 (a) of such Act 

16 is amended to read as follows: " (3) provide such methods 

17 of administration (other than those relating to selection, 

18 tenure of office, and compensation of personnel) as are 

19 necessary for the proper and efficient operation of the plan." 

20 SEC. 502. Clause (3) of section 513 (a) of such Act is 

21 amended to read as follows: " (3) provide such methods of 

22 administration (other than those relating to selection, tenure 

23 of office, and compensation of personnel) as are necessary for 

24 the proper and efficient operation of the plan." 
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1 SEC. 503. Section 531 (a) of such Act is amended by 

2 striking out "$1,938,000" and inserting in lieu thereof 

3 "$2,938,000". 

4 TITLE VII;-AMENDMENTS TO THE INTERNAL 

5 ]REVENUE CODE 

6 SEC. 601. Section 1400 of the Internal Revenue Code is 

7 amended to read as follows: 

8 "SEC. 1400. RATE OF TAX. 

9 "In addition to other taxes, there shall be levied, 

10 collected, and paid upon the income of every individual 

11a tax equal to the following percentages of the wages (as 

1.2 defined in section 1426 (a) ) received by him after Decem­

13 ber 31, 1936, with respect to employment (as defined in 

14 section 1426 (b) ) after such date: 

15 "(1) With respect to wages received during the 

16 calendar years 1939, 1940, 1941, and 1942, the rate 

17 shall be 1 per centum. 

18 " (2) With respect to wages received during the 

19 calendar years 1943, 1944, and 1945, the rate shall 

20 be 2 per centumn. 

21 " (3) With respect to wages received during the 

22 calendar years 1946, 1947, and 1948, the rate shall 

23 be 2j per centum. 

24 "1(4) With respect to wages received after Decem­

25 ber 31, 1948, the rate shall be 3 per centum." 
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1 Sic. 602. Section 1401 (c) of the Internal Revenue 

2 Code is amended to read as follows: 

3 "(c) ADJUSTMEN'-rs.-Tf more or less than the correct 

4 amount of tax imposed by section 1400 is paid with respect 

5 to any paymnent of remuneration, proper adjustments, with 

6 respect both to the tax and the amount to be deducted, shall 

7 be made, without interest, in such manner and at such times 

8as may be prescribed by regulations made under this sub­

9 chapter." 

10 SEC. 603. Part I of subchapter A of chapter 9 of the 

11 Internal Revenue Code is amended by adding at the end 

12 thereof the following new se~ on: 

13 "SEC. 1403. RECEIPTS FOR EMPLOYEES. 

14 " (a) REQTJIREMENT.-Every employer shall furnish to 

15 each of his employees a written statement or statements, in 

16 a form suitable for retention by the employee, showing the 

17 wages paid by himi to the employee after December 31, 1939. 

18 Each statement shall cover a calendar year, or one, two, 

19 three, or four calendar 'quarters, whether or not within the 

20 same calendar year, and shall show the name of the employer, 

21 the name of the employee, the period covered by the state­

2" ment, the total amount of wages paid within such period, 

23 and the amount of the tax imposed by section 1400 with 

24 respect to such wages. Each statement shall be furnished 

215 to the, employee not later than tels a ftescn 
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calendar month following the period covered by the state­

ment, except that, if the employee leaves the employ of the 

employer, the finail statement shall be furnished on the day 

on which the last payment of wages is made to the employee. 

The employer may, at his option, furnish sucli a statement 

to any employee at the time of each payment of wages to the 

employee during any calendar quarter, in lieu of a statement 

covering such quarter; and, in such case, the statement may 

show the date of payment of the wages, in lieu of the period 

covered by the statement. 

i(b) PENALTY FOR FAILUJRE To FumNsH.-Any 

employer who wilfully fails to furnish a statement to an em­

ployee in the manner, at the time, and showing the informa­

tion, required under subsection (a) , shall for each such 

failure be subject to a civil penalty of not more than $5." 

SEC. 604. Section 1410 of the Intervd Revenue Code 

is -amended to read as follows: 

"SEC. 1410. RATE OF TAX. 

"In addition to other taxes, every employer shall pay 

an excise tax, with respect to having individuals in his em­

ploy, equal to the following percentages of the wages (as 

defined in section 1426 (a) ) paid by him after. December 

31, 1936, with respect to employment (as defined in section 

1426 (b) ) after such date: 
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1 "(1) With respcct to wages paid during the calendar 

2 years 1939, 1940, 1941, and 1942, the rate shall be 1 per 

3 centuin. 

4 (2) With respect to wages paid during the calendar 

5years 1943, 1944, and 1945, the rate shall be 2 per centum. 

6 (3) With respect to, wages paid during the calendar 

years 1946, 1947, and 1948, the rate shall be 21 per centum. 

8 (4) With respect to wages paid after December 31, 

9 1948, the rate shall be 3 per centum." 

10 SEC. 605. Section 1411 of the Internal Revenue Code is 

11 amended to read as follows: 

12 "SEC. 1411. ADJUSTMENT OF TAX. 

13 "If more or less than the correct amount of tax in­

14 posed by section 1410 is paid with respect to any payment 

15 of remuneration, proper adjustments with respect to the tax 

16 'shall be made, without interest, in such manner and at such 

17 times as may be prescribed by regulations made under this 

18 subchapter." 

19 SEC. 606. Effective January 1, 1940, section 1426 of the 

20 Internal Revenue Code is amended to read as follows: 

21 "-SEC. 1426. DEFINITIONS. 

22 "When used in this subchapter­

23 " (a) WAGEs.-The term 'wages' means all remuner­

24 ation for employment, including the cah value of all remu­
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neration. paid in any medium other than cash; except that 

such term shall not include­

" (1) 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; 

" (2) The amount of any payment made to, or on 

behalf of, an employee under a plan or system established 

by an employer which makes provision for his employees 

generally or for a class or classes of his employees (in­

cludling any amount paid by an employer for insurance, 

or into a fund, to provide for any such payment) , on 

account of (A) retirement, or (B) sickness or accident 

disability, or (C) medical and hospitalization expenses 

in connection with sickness or accident disability; 

" (3) The payment by an employer (without deduc­

tion from the remuneration of the employee) (A) of the 

tax imposed upon an employee under section 1400 or 

(B) of any payment required from an employee under 

a State unemployment compensation law; or 

" (4) Dismissal payments which the -employer is 

.24 not legally required to make. 
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"(b) EMPI1OYMENT.-The term 'employment' Means 

anly service performed prior to January 1, 1940, which was 

employment'as defincd in this section prior to such date, and 

any service, of whatever nature, performed after December 

31, 1939, by an employee for the person employing him, 

irrespective of the citizenship, or residence of either, (A) 

within the United States, or (B) on or in connection with 

an American vessel under a contract of service which is 

entered into within the United States or during the perform­

ance of which the vessel touches at a port in the United 

States, if the employee is employed on and in connection 

with such vessel when outside the United States, except­

"(1) Agricultural labor (as defined in subsection 

(i) of this section) 

"(2) Domestic service in a private home, locai 

college club, or local chapter of a college fraternity or 

sorority; 

" (3) Casual hilbor not in the course of the em-

ployer's trade or business; 

"(4) Service performed by an individual in the 

employ of his son, daughter-, or spouse,. and service per­

formed by a child under the age of twentys-one in the 

employ of his father or mother; 

. " (5) Service perf-)rmed on or in connection with 

a vessel not an American vessel by an employee, if the 
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1 employee is employed on and in connection with such 

2 vessel'%vien outside the United States; 

3 " (6) Service performed in tile employ of the 

4 United States Government, or of an instrumentality of 

5 the United States which is (A) wholly owned by the 

6 United States, or (B) exerflIt from the taxes imposed 

7 by section 1410 by virtue of any other provision of law; 

8 " (7) Service performed in the employ of a State, 

9 or any political subdivision thereof, or any instruimen­

1.0 tality of any one or more of the foregoing which is wholly 

I1I owned by one or more States or political subdivisions; 

12 and any service performed in the employ of any instru­

13 mentality of one or more States or political subdivisions 

14 to the extent that the instrumentality is, with respect to 

15 such service, immune under the Constitution of the 

16 United States from the tax imposed by section 1410; 

17 " (8) Service performed in the employ of a cor­

18 poration, community chest, fund, or foundation, organ­

19 ized and operated exclusively for religious, charitable, 

20 scientific, literary, or educational purposes, or for the 

21 prevention of cruelty to children or animals, no part of 

22 the net earnings of which inures to the benefit of any 

23 private shareholder or individual, and no substantial part 

24 of the activities of which is carrying on propaganda, 

25 or otherwise attempting, to influence legislation; 
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"(9) Service performed by an individual as an 

employee or employee representative as defined in section 

1532; 

" (10) (A) Service performed in any calendar 

quarter in the employ of any organization exempt from 

income tax under section 101, if­

" (i) the remuneration for such service does not 

exceed $45, or 

" (ii) such service is in connection with the 

collection of dues or premiums for a fraternal bene­

ficiary society, order, or association, and is performed 

away from the home office, or is ritualistic service in 

connection with any such society, order, or associa­

tion, or 

" (iii) such service is performed by a student 

who is enrolled and is regularly attending classes 

at a school, college, or university; 

" (B) Service performed in the employ of an agri­

cultural or horticultural organization; 

" (C) Service performed in the employ of a volun­

tary employees' beneficiary association providing for the 

payment of life, sick, accident, or other benefits to the 

members of such association or their dependents, if (i) 

no part of its net earnings inures (other than through 

such payments) to the benefit of any private shareholder 25 
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or individual, and (ii) 85 per centum. or more of the 

income consists of amouiits collected from members for 

the sole purpose of making such payments and meeting 

expenses; 

"(ID) Service performed in the employ of a volun­

tary employees' beneficiary association providing for the 

payment of life, sick, accident, or other benefits to the 

members of such association or their dependents or desig­

nated beneficiaries, if (i) admission to membership in 

such association is limited to individuals who are em­

ployees of the United States Government, and (ii) no 

part of the net earnings of such association inures (other 

than through such payments) to the benefit of any 

private shareholder or individual; 

" (E) Service performed in any calendar quarter 

in the employ of a school, college, or university, not 

exempt from income tax under section 101, if such 

service is performed by a student who is enrolled and 

is regularly attending classes at such school, college, or 

university, and the remuneration for such service does 

not exceed $45 (exclusive of room, board, and tuition) 

" (11) Service performed in the employ of a foreign 

government (including service as a consular or other 

officer or employee or a notdiplomatic representative); 

or 
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1 "(1 2) Service performed in thec employ of an pi­

2 strumentality wholly owned by a foreign government­

3 "(A) If the service is of a character similar 

4 to that performed in foreign countries by employees 

of the United States Government or of an instru­

6 mentality thereof; and . 

7 " (B) If the Secretary of State shall certify 

8 to the Secretary of the Treasury that the foreign 

9 government, with respect to whose instrumentality 

and employees thereof exemption is claimed, grants 

11 an equivalent exemption with respect to similar 

12 service performed in the foreign country by em­

13 ployees of the United States Government and of 

14 instrumentalities thereof; 

" (13) Service performed as a student nurse in the 

16 employ of a hospital or a nurses' trainling school by an 

17 individual who is enrolled and is regularly attending 

18 classes in a nurses' training school chartered or approved 

19 pursuant to State law; and service performied as an in­

terne in the emplo~y of a hospital by an individual who 

21 has completed a four years' course in a medical schiool 

22, chartered or approved pursuant to State law. 

23 " (C) INCLUDED AND EXCLUDED Sirmvicn,.-If the 

24 services performed during one-half or more of any pay period 

by an employee for the person employing him constitute 
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1 employment, all the services of such employee for such period 

2 shall be deemed to be employment; but if the services per­

3 formed during more than one-half of any such pay period by 

4 an employee for the person employing him do not constitute 

5 employment, then none of the services of such employee for 

6 such period shall be deemed to be employment. As used in 

7 this subsection the term 'pay period' means a period (of not 

8 more than thirty-one consecutive days) for which a payment 

9 of remuneration is ordinarily made to the employee by the 

10 person employing him. This subsection shall not 'be appli­

11 cable with respect to services performed for an employer in 

12 a pay period, where any of such service is excepted by 

13 paragraph (9) of subsection (b). 

14 "(d) EMPLOYEE.-The term 'employee' includes an 

J5 officer of a corporation. It also includes any individual who, 

16 ffar r-emuneration (by way of commission or otherwise) 

17 under, an agreement or agreements contemplating a series 

18 of similar transactions, secures applications or orders or 

19 otherwise personally performs services. as a salesman for a 

20 person in furtherance of such person's trade or business 

21 (but who is not an employee of- such' person under the low 

22 of master and servant) ; unless (1) such services are per­

23 formed -as a part of such individual's business as a broker or 

24 factor and, in furtherance of such business as broker or factor, 

25 similar services are performed for other persons and one 
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or more employees of such broker or factor perform a sub­

stantial part of such services, or (2) such services are not 

in the course of such individuial's principal trade, business, 

Or occupation. 

" (e) EMPLoYER.-The term 'employer' includes any 

person for whom an individual. performs any service of 

whatever nature as his employee. 

" (f ) STATE.-The term 'State' includes Alaska, Hawaii, 

and the District of Columbia. 

" (g) PEnsoN.-The term 'person' means an individual, 

a trust or estate, a partnership, or a corporation. 

"(h) AMERICAN VESSEL.-The term 'American yes­

sel' means any vessel documented or --iumbered under the 

laws of the United States; and includes any vessel which 

is neither documented or numbered under the laws of the 

United States nor documented under the laws of any foreign 

country, if its crew is employed solely by one or more citi­

zens or residents of the United States or corporations organ­

ized under the laws of the United States or of any State.. 

" (i) AGRicTJLTuRATL LABOR.-The term 'agricultural 

labor' includes all services performed­

" (1) On a farm, in the employ of any person, in 

connection with cultivating the soil, or in connection 

with raising or harvesting any agricultural or horticul­

tural commodity, including the raising, feeding, and 
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1 management of livestock, bees, poultry, and fur-bearing 

2 animals. 

3 " (2) In the employ of the owner or tenant of a 

4 farm, in connection with the operation, management, or 

5 maintenance of such farm, if the major part of such 

6 service is performed on a farm. 

'7 "(3) In connection with the production or harvest­

8 ing of maple sirup or maple sugar or any commodity 

9 defined as an agricultural commodity in section 15 (g) 

10 of the Agricultural Marketing Act, as amended, or in 

11 connection with the raising or harvesting of mushrooms, 

12 or in connection with the hatching of poultry, or in 

13 connection with the ginning of cotton. 

14 " (4) In handling, drying, packing, packaging, 

15 processing, freezing, grading, storing, or delivering to 

16 storage or to market or to a carrier for transportation to 

17 market, any agricultural or horticultural commodity; 

18 but only if such service is performed as an incident to 

19 ordinary faxming operations or, in the case of fruits and 

20 vegetables, as an incident to the preparation of such 

21 fruits or vegetables for market. The provisions of this 

22 paragraph shall not be deemed to be applicable with 

23 respect to service performed in connection with conmmer­

24 cial canning or commercial freezing or in connection with 

R. R. 6635-5 
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1 any agricultural or horticultural commodity after its de­

2 livery to a tcrminal market for distribution for con­

3 sumnption. 

4 "As used in this subsection, the term 'farm' includes 

5 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

6 farms, plantations, ranches, nurseries, ranges, greenhouses 

'7 or other similar structures used primarily for the raising of 

8 agricultural or horticultural commodities, and orchards." 

9 SEc. 607. Subchapter A of chapter 9 of the Internal 

10 Revenue Code is amended by adding at the end thereof the 

11 following new section: 

12 "SEC. 1432. This subchapter may be cited as the 'Fed­

13 eral Insurance Contributions Act'." 

14 SEC. 608. Section 1600 of the Internal Revenue Code 

15 is amended to read as follows: 

16 "SEC. 1600. RATE OF TAX. 

17 "Every employer (as defined in section 1607 (a) ) shall 

18 pay for the calendar year 1939 and for each calendar year 

19 thereafter an excise tax, with respect to having individuals 

20 in his employ, equal to 3 per centum. of the total wages (as 

21 defined in section 1607 (b) ) paid by him during the calen­

22 dar year with respect to employment (as defined in section 

23 1607 (c) ) after December 31, 1938." 

24 SEC. 609. Section 1601 of the Internal Revenue Code is 

25 amended to read as follows: 
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1 "SEC. 1601. CREDIITS AGAINST TAX. 

2 " (a) CONTRrBUTIONS TO STATE, UNE MPLOYMENT 

3 FuNDs.­

4 " (1) The tax-payer may, to the extent provided in 

this subsection and subsection (c) , credit against the tax 

6 imposed by section 1600 the amount of contributions 

7 paid by him into an unemployment fund maintained 

8 during the taxable year under the unemployment corn­

9 pensation law of a State which is certified for the tax­

able year as provided in section 1603. 

1.1 "(2) The credit shall be permitted against the tax 

12 for the taxable year only for the amount of contributions 

13 paid with respect to such taxable year. 

14 " (3) The credit against the tax for any taxable year 

shall be permitted only for contributions paid on or before 

16 the last day upon which the taxpayer is required under 

17 section 1604 to ifile a return for such year; except that 

18 credit shall be permitted for contributions paid after such 

19 last day but before July 1 next following such last day, 

but such credit shall not exceed 90 per centum of the. 

21 amount which would have been allowable as credit on 

22 account of such contributions had they been paid on or 

23 before such last day. The preceding provisions of this 

24 subdivision shall not apply to the credit against the tax 

of a taxpayer for any taxable year if such taxpayer's 
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1 assets, at any time during the period from such last day 

2for filing a return for such year to June 30 next follow­

3 ing such last day, both dates inclusive, are in the custody 

4 or control of a receiver, trustee, or other fiduciary 

5 appointed by, or under the contrcol of, a court of corn­

6 petent jurisdiction. 

7 "(4) Upon the payment of contributions into the 

8 unemployment fund of a State which arc required under 

9 thq unemployment compensation law of that State with 

10 respect to remuneration on the basis of which, prior to 

11 such payment into the proper fund, the taxpayer erro­

12 neously paid an amount as contributions under another 

1L3 unemployment compensation law, the payment into the 

14 proper fund shall, for purposes of credit against the 

15 tax, be deemed to have been made at the time of the 

16 erroneous payment. If, by reason of such other law, 

17 the taxpayer was entitled to cease paying contributions 

18 with respect to services subject to such other law, the 

19 payment into the proper fund shall, for purposes of 

20 credit against the tax, be deemed to have been made 

21 on the date the return for the taxable year was fied under 

22 section 1604. 

23 "(5) Refund of the tax (including penalty and 

24 interest collected with respect thereto, if any), based on 
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1 any credit allowable under this section, may be made in 

2 accordance with the provisions of law applicable in the 

3 case of erroneous or illegal collection of the tax. No 

4 interest shall be allowed or paid on the amount of any 

5 such refund. 

6 " (b) ADDITIONAL CREDIT.-In addition to the credit 

'7 allowed under subsection (a), a taxpayer may credit against 

8 the tax imposed by sectioA 1600 for any taxable year an 

9 amount, with respect to the unemployment compensation 

10 law of each State certified for the taxable year as provided 

11 in section 1602 (or with respect to any provisions thereof 

12 so certified), equal to the amount, if any, by which the 

13 contributions required to be paid by him with respect to 

14 the taxable year were less than the contributions such tax­

15 payer would have been required to pay if throughout the 

16 taxable year he had been subject under such State law to a 

17 rate of 2.7 per centuin. 

18 " (c) LIMIT ON TOTAL CREDITS.-The total credits 

19 allowed to a taxpayer under this subchapter shall not exceed 

20 90 per centum. of the tax against which such credits are 

21 allowable." 

22 SEC. 610. (a) Section 1602 of the Internal Revenue 

23 Code is amended to read as follows: 



70
 

1 "SEC. 1602. CONDITIONS OF' ADDITIONAL CREDIT ALLOW­

2 ANCE. 

3 "(a) STATE STANDARuDS.-A taxpayer shall be allowed 

4 an additional credit under section 1601 (b) with respect to 

5any reduced rate of contributions permitted by a State law, 

6 only if the Board finds that under such law­

7 ~ " (1) The total annual contributions will yield not 

8 less than an amount substantially equivalent to 2.7 per 

9 centumn of the total annual pay roll with respect to 

10 which contributions are required under such law, and 

11 " (2) No reduced ra~te of contributions to a pooled 

12 fund or to a partially pooled account, is permitted to a 

13 person (or group of persons) having individuals in. his 

14 (or their) employ except on the basis of his (or their) 

15 experience with respect to unemployment or other fac­

16 tors bearing a direct relation to unemployment risk dur­

17 iug not less than the three consecutive years inmmedi­

18 ately preceding the computation date; or 

19 " (3) No reduced rate of contributions to a guar­

20 anteed employment account is permitted to a person 

21 (or a group of persons) having individuals in his (or 

22 their) employ unless (A) the guaranty of remunera­

23 tion was fulfilled in the year preceding the computation 

24 date; and (B) the balance of such account amounts 

25 to not less than 21 per centum, of that part of the 
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pay roll or pay rolls for the three years preceding the 

computation date by which contributions to such ac­

count were measured; and (C) such contributions 

were payable to such account with respect to three 

years preceding the computation date; or 

" (4) Such lower rate, with respect to contributions 

to a separate reserve account, is permitted only when 

(A) compensation has been payable from such account 

throughout the preceding calendar year, and (B) such 

account amounts to not less than five times the largest 

amount of compensation paid from such account within 

any one of the three preceding calendar years, and (C) 

such account amounts to not less than 71 per centum 

of the total wages payable by him (plus the total wages 

payable by any other employers who may be contrib­

uting to such account) with respect to employment in 

such State in the preceding calendar year. 

" (5) Effective January 1, 1942, paragraph (4) 

of this subsection is amended to read as follows: 

" '(4) No reduced rate of contributions to a reserve 

account is permitted to a person (or group of persons) 

having individuals in his (or their) employ unless (A) 

compensation has been payable from such account 

throughout the year preceding the computation date, and 

(B) the balance of such account amounts to not less than 
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five times the largest amount of compensation paid from 

such account within any one of the three years preced­

ing such date, and (C) the balance of such account 

amounts to not less than 21-per centum of that part of 

the pay roll. or pay rolls for the three years preceding 

such date by which contributions to such account were 

measured, and (D) such contributions were payable to 

such account with respect to the three years preceding 

the computation date.' 

" (b) OTHER STATE STANDARDS.-Notwithstanding the 

provisions of subsection (a) (1) of this section a taxpayer 

shall be allowed an additional credit under section 1601 (b) 

with respect to any reduced rate of contributions permitted 

by a State law if the Board finds that under such law­

" (1) the amount in the unemployment fund as of 

the computation date equals not less than one and one-

half times the highest amount paid into such fund with 

respect to any one of the preceding ten calendar years or 

one and one-half times the highest amount of compensa­

tion paid out of such fund within any one of the pre­

ceding ten calendar years, whichever is the greater; and 

" (2) compensation will be paid to any otherwise 

eligible individual in accordance with general standards 

and requirements not less favorable to such individual 

than the following or substantially equivalent standards; 
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1 "(A) the individual will be entitled to receive, 

2 within a compensation period prescribed by State 

3 law of not more than fifty-two consecutive weeks, a 

4 total amount of compensation equal to not less than 

5 sixteen times his weekly rate of compensation for a 

6 week of total unemployment or one-third the individ­

'7 ual's total earnings (with respect to which contribu­

8 tions were required under such State law) during 

9 a base period prescribed by State law of not less 

10 than fifty-two consecutive weeks, whichever is less, 

11 "(B) no such individual will be required to 

12 have been totally unemployed for longer than two 

13 calendar weeks or two periods of seven consecutive 

14 days each, as a condition to receiving, during the 

15 compensation period prescribed by State law, the 

16 total amount of compensation provided in subpara­

17 graph (A) of this subsection, 

18 " (0) the weekly rates of compensation payable 

1.9 for total unemployment in such State will be related 

20 to the full-time weekly earnings (with respect to 

21 which contributions were required under such State 

22 law) of such individual during a period prescribed 

23 by State law or will be determined on the basis of 

24 such fractional part of an individual's total earnings 
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1 (with respect to which contributions were required 

2 under such State law) during that calendar quarter 

3 within such period in which such earnings were 

4 highest, as will produce a reasonable approximation 

5 of such full-time weekly earnings, and will not be 

6 less than (i) $5 per week if such full-time weekly 

'7 earnings were $10 or less, (ii) 50 per centum of 

8 such full-time weekly earnings if they were more 

9 than $10 but not more than $30, and (iii) $15 

10 per week if such full-time weekly earnings were 

11 more than $30, and 

12 " (D) compensation will be paid under such 

13 State law to any such individual whose earnings in 

14 any week equal less than such individual's weekly 

15 rate of compensation for total unemployment, in an 

16 amount at least equal to the difference between 

17 such individual's a~ctual earnings with respect to 

18 such week and his weekly rate of compensation for 

19 total unemployment; and 

20 " (3) Any variations in reduced rates of contribu­

21 tions, as between different persons having individuals in 

22 their employ, are permitted only in accordance with the 

23 provisions of paragraph (2), (3), or (4) of subsection 

24 (a) of this section. 
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1 "(C) CERTIFICATION BY TUE BOARD WITH RESPECT 

2 To ADDITIONAL CREDIT ALLOWANCE.­

3 "(1) On December 31 in each taxable year, the 

4 Board shall certify to the Secretary of the Treasury the 

5 law of each State (certified with respect to such year 

6 by the Board as provided in section 1603) with respect 

7 to which it finds that reduced rates of contributions were 

8 allowable with respect to such taxable year only in ac­

9 cordance with the provisions of subsection (a) or (b) 

lo of this section. 

11 " (2) If the Board finds that under the law of a 

12 single State (certified by the Board as provided in sec­

13 tion 1603) more than one type of fund or account is 

14 maintained, and reduced rates of contributions to more 

15 than one type of fund or account were allowable with 

16 respect to any taxable year, and one or more of such 

17 reduced rates were allowable under conditions not. ful­

18 filling the requirements of subsection (a) or (b) of 

19 this section, the Board shall, on December 31 of such 

20 taxable year, certify to the Secretary of the Treasury 

21 only those provisions of the State law pursuant to which 

22 reduced rates of contributions were allowable with re­

23 spect to such taxable year under conditions fulfilling the 

24 requirements of subsection (a) or (b) of this section, 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

76 

and shall, in connection therewith, designate the kind of 

fund or account, as defined in subsection (d) of this 

section, established by the provisions so certified. If 

the Board finds that a part of any reduced rate of 

contributions payable under such law or under such pro­

visions is required to be paid into one fund or account 

and a part into another fund or account, the Board shall 

make such certification pursuant to this paragraph as it 

finds will assure the allowance of additional credits only 

with respect to that part of the reduced rate of contribu­

tions which is allowed under provisions which do fulfill 

the requirements of subsection (a) or (b) of this section. 

" (3) The Board shall, within thirty days after any 

State law is submitted to it for such purpose, certify to 

the State agency its findings with respect to reduced rates 

of contributions to a type of fund or account, as defined 

in subsection (d) of this section, which are allowable 

under such State law only in accordance with the provi­

sions of subsection (a) or (b) of this section. After 

making such findings, the Board shall not withhold its 

certification to the Secretary of the Treasury of such 

State law, or of the provisions thereof with respect to 

which such findings were made, for any taxable year 

pursuant to paragraph ,(1) or (2) of this subsection 

unless, after reasonable notice and opportunity for hear­
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1 ing to the State agency, the Board finds the State law 

2 no longer contains the provisions specified in subsection 

3 (a) or (b) of this section or the State has, with respect 

4 to such taxable year, failed to comply substantially with 

5 any such provision. 

6 "(d) DEFINITIONS.-As used in'this section­

7 " (1) RESERvE ACCOUNT.-The term 'reserve account' 

8 means a separate a~ccount in an unemployment fund, main­

9 tained with respect to a person (or group of persons) having 

1-0 individuals in his (or their) employ, from which account, 

II unless such account is exhausted, is paid all and only corn­

12 pensatio'n payable on the basis of services performed for 

13 such person (or for one or more of the persons comprising 

14 the group). 

15 " (2) POOLED FUND.-The term 'pooled fund' means 

16 an unemployment fund or any part thereof ~other than a 

17 reserve account or a guaranteed employment account) into 

18 which the total contributions of persons contributing thereto 

19 are payable, in which all contributions are mingled and 

20 undivided, and from which compensation is payable to all 

21 individuals eligible for compensation from such fund. 

22 " (3) PARTIALLY POOLED ACCOUNT.-The term 'par­

23 tially pooled account' means a part of an unemployment fund 

24 in which part of the fund all contributions thereto are mingled 

25 and undivided, and from which part of the fund compensation 
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1 is payable only to individuals to whom compensation would 

2 be payable from a reserve account or from a guaranteed em­

3 ployment account but for the exhaustion or termination of 

4 such reserve account or of such guaranteed employment ac­

5 count. Payments from. a reserve account or guaranteed 

6 employment account into a partially pooled account shall not 

7 be construed to be inconsistent with the provisions of para­

8 graph (1) or (4) of this subsection. 

9 "(4) GUARANTEED EMPLOYMENT ACCOUNT.-The 

1-0 term 'guaranteed employment account' means a separate 

11 account, in an unemployment fund, maintained with respect 

12 to a person (or group of persons) having individuals in his 

13 (or their) employ who, in accordance with the provisions 

14 of the State law or of a plan thereunder approved by the 

15 State agency, 

16 "(A) guarantees in advance at least thirty hours of 

17 work, for which remuneration will be paid at not less 

18 than stated rates, for each of forty weeks (or if more, 

19 one weekly hour may be deducted for each added week 

20 guaranteed) in a year, to all the individuals who are 

21 in his (or their) employ in, and who continue to 

22 be available for suitable work in, one or more distinct 

23 establishments, except that any such individual's guar­

24 anty may commence after a probationary period (in­

25 cluded within the eleven or less consecutive weeks 
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1 immediately follo~wing the first week in which the 

2 individual renders -services), and 

3 " (B) gives security or assurance, satisfactory to the 

4 State agency, for the fulfillment of such guaranties, 

from which account, unless such account is exhausted or 

6 terminated, is paid all and only compensation, payable on 

7 the basis of services performed for such person (or for one or 

8 more of the persons comprising the group), to any such 

9 individual whose guaranteed remuneration has not been paid 

(either pursuant to the guaranty or from the security or 

11 assurance provided for the fulfillment of the guaranty) , or 

12 whose guaranty is not renewed and who is otherwise eligible 

13 for compensation under the State law. 

:14 " (5) YEAR~.-The term 'year' means any twelve con­

secutive calendar months. 

16 " (6) BALA~qcE.-The term 'balance', with respect to a 

17 reserve account or a guaranteed employment account, means 

18 the amount standing to the credit of the account as of the 

19 computation date; except that, if subsequent to January 1, 

1939, any moneys have been paid into or credited to such 

21 account other than payments thereto by persons having indi­

22 viduals in their employ, such term shall mean the amount 

23 in such account as of the computation date less the total 

24 of such other moneys paid into or credited to such account 

subsequent to January 1, 1939. 
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1 "(7) COMPUTATION DATE.-The term 'computation 

2 date' means the date, occurring at least once in each calendar 

3 yeax and within twenty-seven weeks prior to the effective 

4 date of new rates of contributions, as of which such rates axe 

5 computed. 

6 " (8) REDucED RATE.-The term 'reduced rate' means 

7 a rate of contributions lower than the standard rate applicable 

8 under the State law, and the term 'standard rate' means the 

9 rate on the basis of which variations therefrom are com­

10 puted." 

11 (b) The provisions of paragraph (1) of section 1602 

12 (a) of the Internal Revenue Code, as amended, shall be 

13 applicable to paragraph (2) of such section only after De­

14 cember 31, 1941, and shall in no event be applicable to 

15 paxagraph (4) of such section in force prior to January 1, 

16 1942. 

17 SEC. 611. Paragraphs (1), (3), and (4) of section 

18 1603 (a) of the Internal Revenue Code are amended to 

19 read as follows: 

20 " (1) ARl compensation is to be paid through pub­

21 lic employment offices or such other agencies as the 

22 Board may approve; 

23 "t(3) All money received in the unemployment 

24 fund shall (except for refunds of sums erroneously paid 
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into such fund and except for refunds paid in accordance 

with the provisions of section 1606 (b) ) 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 of the Social Security 

Act (49 Stat. 640; U. S. C.,j 1934 ed., title 42, sec. 

1.104) ; 

" (4) All money withdrawn from the unemploy­

ment fund of the State shall be used solely in the 

payment of unemployment compensation, exclusive of 

expenses of administration, and for refunds of sums 

erroneously paid into such fund and refunds paid in 

accordance with the provisions of section 1606 (b) ;" 

SEc. 612. Section 1604 (b) of the Internal Revenue 

Code is amended to read as follows: 

" (b) EXTENSION OF TiME FoB. FILING.-The Coin-

missioner may extend the time for filing the return of the 

tax imposed by this subchapter, under such rules and regu­

lations as he may prescribe with the approval of the Secre­

tary, but no such extension shall be for more than ninety 

days. 

SEC. 613. Section 1606 of the Inteinal Revenue Code 

is amended to read as follows: 

R. R. 6635--6 
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1 "SEC. 1606. INTERSTATE COMMERCE AND FEDERAL IN­

2 STRUMENTALITIES. 

3 "(a) No person required under a State law to make 

4 payments to an unemployment fund shall be relieved from 

5 compliance therewith on the ground that he is engaged in 

6 interstate or foreign commerce, or that the State law does 

7 not distinguish between employees engaged in interstate or 

8 foreign commerce and those engaged in intrastate commerce. 

9 "(b) The legislature of any State may require any 

10 instrumentality of the United States (except such as are (A) 

11 wholly owned by the United States, or (B) exempt from the 

12 taxes imposed by sections 1410 and 1600 by virtue of any 

13 other provision of law), and the individuals in its employ, 

1L4 to make contributions to an unemployment fund under a 

15 State unemployment compensation law approved by the 

16 Board under section 1603 and (except as provided in section 

17 5240 of the Revised Statutes, as amended, and as modified by 

18 subsection (c) of this section) to comply otherwise with such 

19 law. The permission granted in this subsection shall apply 

20 (1) only to the extent that no discrimination is made against 

21 such instrumentality, so that if the rate of contribution is 

22 uniform upon all other persons subject to such law on 

23 account of having individuals in their employ, and upon all 

24 employees of such persons, respectively, the contributions 

25 required of such instrumentality or the individuals in its 



83
 

1 employ shall not be at a greater rate than is required of such 

2 other persons and such employees, and if the rates are deter­

3 mined separately for different persons or classes of persons 

4 having individuals in their employ or for different classes of 

5 employees, the determination shall be based solely upon 

6 unemployment experience and other factors bearing a direct 

7 relation to unemployment risk, and (2) only if such State 

8 law makes provision for the refund of any contributions 

9 required under such law from an instrumentality of the 

10 Ujnited States or its employees for any year in the event 

11 said State is not certified by the Board under section 1603 

12 with respect to such year. 

13 " (c) Nothing contained in section 5240) of the Revised 

14 Statutes, as amended, shall prevent any State from requiring 

:15 any national banking association to render returns and re­

16 ports relative to the association's employees, their remunera­

17 Lion and services, to the same extent that other persons are re­

18 #ured to render like returns and reports under a State 

1-9 law requiring contributions to an unemployment fund. The 

20 Comptroller of the Currency shall, upon receipt of a copy 

21 of any such return or report of a national banking associa­

22 tion from, and upon request of, any duly authorized official, 

23 body, or commission of a State, cause an examination of the 

24 correctness of such return or report to he made at the time of 

25 the next succeeding examination of such association, and shall 
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i thereupon transmit to such official, body, or commission a 

2 complete statement of his findings respecting the accuracy of 

3 such returns or reports. 

4 " (d) No person shall be relieved from compliance with a 

5 State unemployment compensation law on the ground that 

6 services were performed on land or premises owned, held, or 

7 possessed by the United States, and any State shall have 

8 full jurisdiction and power to enforce the provisions of such 

9 law to the same extent and with the same effect as though 

10 such place were not owned, held, or possessed by the United 

ii States." 

12 SEC. 614. Effective January 1, 1940, section 1607 of 

13 the Internal Revenue Code is amended to read as follows: 

14 "SEC. 1607. DEFINITIONS. 

15 "When used in this subchapter­

16 " (a) EmpLoYER.-The term 'employer' does not in­

1.7 clude any person unless on each of some twenty days during 

18 the taxable yeax, each day being in a different calendar week, 

1.9 the total number of individuals who were in his employ 

20 for some portion of the day (whether or not at the same 

2.1 moment of time) was eight or more. 

22 " (b) WAGEs.-The term 'wages' means all remu­

23 neration for employment, including the cash value of all 

24 remuneration paid in any medium other than cash; except 

25 that such term shall not include­
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1 "(1) That part of the remuneration which, after 

2 remuneration equal to $3,000 has been paid to an indi­

3 vidual by an employer with respect to employment dur­

4 ing any calendar year, is paid to such individual by 

5 such employer with respect to employment during such 

6 calendar year; 

'7 " (2) The amount of any payment made to, or on 

8 behalf of, an employee under a plan or system estab­

9 lished by an employer which makes provision for his 

10 employees generally or for a class or classes of his em­

11 ployees (including any amount paid by an employer 

12 for insurance, or into a fund, to provide for any such 

13 payment), on account of (A) retirement, or (B) sick­

14 ness or accident disability, or (0) medical and hos­

15 pitalization expenses in connection with sickness or acci­

16 dent disability; 

17 " (3) The payment by an employer (without 

18 deduction from the remuneration of the employee) (A) 

19 of the tax imposed upon an employee under section 1400 

20 or (B) of any payment required from an employee* 

21 under a State unemployment compensation law; or 

22 "(4) Dismissal payments which the employer is 

23 not legally required to make. 

24 " (c) EMPLOYMENT.-The term 'employment' means 

25 any service performed prior to January 1, 1940, which was 
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1 employment as defined in this section prior to such date, and 

2 a~ny service, of whatever nature, performed after Decem­

3 ber 31, 1939, within the United States by an employee for 

4 the person employing him, irrespective of the citizenship or 

5 residence of either, except­

6 "(1) Agricultural labor (.as defined. in subsection 

7 ()) 

8 "(2) Domestic service in a private home, local 

9 college club, or local chapter of a college fraternity or 

10 sorority; 

11 " (3) Casual labor not in the course of the em­

12 ployer's trade or business; 

1.3 " (4) Service performed as an officer or member 

14 of the crew of a vessel on the navigable waters of the 

15 United States; 

16 " (5) Service performed by an individual in the 

17 employ of his son, daughter, or spouse, and service 

18 performed by a child under the age of twenty-one in 

19 the employ of his father or mother; 

20 " (6) Service performed in the employ of the 

21 United States Government or of an instrumentality of 

22 the United States which is (A) wholly owned by the 

23 United States, or (B) exempt from the tax imposed by 

24 section 1600 by virtue of any other provision of law; 
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1 "(7) Service perfonned in the employ of a State, 

2 or any political subdivision thereof, or any instrumen­

3 tality of any one or more of the foregoing which is 

4 -wholly owned by one or more States or political subdivi­

5 sions; and any service performed in the employ of 

6 any instrumentality of one or more States or political 

7 subdivisions to the extent that the instrumentality is, 

8 with respect to such service, immune under the CJonsti­

9 tution of the United States from the tax imposed by 

10 section 1600; 

11 " (8) Service performed in the employ of a corpora­

12 tion, community chest, fund, or foundation, organized 

13 and operated exclusively for religious, charitable, scien­

14 tific, literary, or educational purposes, or for the pre­

15 vention of cruelty to children or animals, no part of the 

16 net earnings of which inures to the benefit of any private 

17 shareholder or individual, and no substantial part of the 

18 activities of which is carrying on propaganda, or other­

19 wise attempting, to influence legislation; 

20 " (9) Service performed by an individual as an 

21 employee or employee represertative as defined in section 

22 1 of the Railroad Unemployment Insurance Act; 

23 " (10) (A) Service performed in any calendar 

24 quarter in the employ of any organization exempt from 

25 income tax under section 101, if­
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1 "(i) the remuneration for such service does not 

2 exceed $45, or 

3 " (ii) such service is in connection with the 

4 collection of dues or premiums for a fraternal bene­

5 ficiary society, order, or association, and is per­

6 formed away from the home office, or is ritualistic 

7 service in connection with any such society, order, 

8 or association, or 

9 " (iii) such service is performed by a student 

10 who is enrolled and is regularly attending classes at 

11 a school, college, or university; 

:12 " (B) Service performed in the employ of an agri­

13 cultural or horticultural organization; 

14 " (0) Service performed in the employ of .a volun­

15 tary employees' beneficiary association providing for the 

16 payment of life, sick, accident, or other benefits to the 

17 members of such association or their dependents, if (i) no 

18 part of its net earnings inures (other than through such 

19 payments) to the benefit of any private shareholder or 

20 individual, and (ii) 85 per centum or more of the income 

21 consists of amounts collected from members for the sole 

22 purpose of making such payments and meeting expenses; 

23 " (D) Service performed in the employ of a volun­

24 tary employees' beneficiary association providing for the 

25 payment of life, sick, accident, or other benefits to the 
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members of such association or their dependents or des­

ignated beneficiaries, if (i) admission to membership in 

such association is limited to individuals who are em­

ployees of the United States Government, and (ii) no 

part of the net earnings of such association inures (other 

than through such payments) tQ the benefit of any 

private shareholder or individual; 

" (E) Service performed in any calendar quarter 

in the employ of a school, college, or university, not 

exempt from income tax under section 101, if such 

service is performed by a student who is enrolled and is 

regularly attending classes at such school, college, or 

university, and the remuneration for such service does 

not exceed $45 (exclusive of room, board, and tuition) ; 

"( 1 1) Service performed in the employ of a foreign 

government (including service as a consular or other 

officer or employee or a nondiplomatic representative); 

or 

" (12) Service performed in the employ of an instru­

mentality wholly owned by a foreign government-­

" (A) If the service is of a character similar to 

that performed in foreign countries by employees 

of the United States Government or of an instru­

mentality thereof; and 
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1 "(B) If the Secretary of State shall certify to 

2 the Secretary of the Treasury that the foreign gov­

3 erniment, with respect to whose instrumentality ex­

4 emption is claimed, grants an equivalent exemption 

5 with respect to similar service performed in the for­

6 eign country by employees of the United States 

7 Government and of instrumentalities thereof: 

8 " (13) Service performed as a student nurse in the 

9 employ of a hospital or a nurses' training school by an 

10 individual who is enrolled and is regularly attending 

11 classes in a inurses' training school chartered or approved 

12 pursuant to State law; and service performed as an 

13 interne in the employ of a hospital by an individual who 

14 has completed a four years' course in a medical school 

15 chartered or approved pursuant to State law. 

16 "(d) INCLUDED AND EXCLUDED SERvicE.-If the 

17 services performed during one-hall or more of any pay 

18 period by an employee for the person employing him consti­

19 tute employment, all the services of such employee for such 

20 period shall be deemed to be employment; but if the, services 

21 performed during more than one-half of any -such pay period 

22 by an employee for the person employing him do not con­

23 stitute employment, then none of the services of such em­

24 ployee for such period shall be deemed to be employment. 

25 As used in this subsection the term 'pay period' means a 
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1 period (of not more than thirtym-one consecutive days) for 

2 which a payment of remuneration is ordinarily made to the 

3 employee by the person employing him. This subsection 

4 shall not be applicable with respect to services performed for 

5an employer in a pay period, where any of such service is 

6 excepted by paragraph (9) of subsection (c) . 

7 " (e) STATE AGENcy.-The term 'State agency' means 

8 any State officer, board, or other authority, designated 

9 under a State law to administer the unemployment fund in 

10 such State. 

11 " (f) UNEMPLOYMENT FuND.-The term 'unemploy­

12 ment fund' means a special fund, established under a State 

13 law and administered by a State agency, for the pay­

14 ment of compensation. Any sums standing to the account 

15 of the State agency in the Unemployment Trust Fund 

16 established by section 904 of the Social Security Act, as 

17 amended, shall be deemed to be a part of the unemployment 

18 fund of the State, and no sums paid out of the Unemployo­

19 ment Trust Fund to such State agency shall cease to be a 

20 part of the unemployment fund of the State until expended 

21 by such State agency. An unemployment fund shall be 

22 deemed to be maintained during a taxable year only if 

23 throughout such year, or such portion of the year as the 

24 unemployment fund was in existence, no part of the moneys 

25 of such fund was expended for any purpose other than the 
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payment of compensation (exclusive of expenses of admin­

istration) and for refunds of sums erroneously paid into 

such fund and refunds paid in accordance with the pro­

visions of section 1606 (b). 

" (g) CONTmnBUTIONS.-The term 'contributions' means 

payments required by a State law to be made into an un­

employment fund by any person on account of having 

individuals in his employ, to the extent that such payments 

are made by him without being deducted or deductible from 

the remuneration of individuals in his employ. 

" (h) COMPENSATION.-The term 'compensation' means 

cash benefits payable to individuals with respect to their 

unemployment. 

" (i) EMPLOYmE.-The term 'employee' includes an 

officer of a corporation. 

"()STATE.-The term 'State' includes Alaska, Hawaii, 

and the District of Columbia. 

" (k) PERSON.-The term 'person' means an individual, 

a trust or estate, a partnership, or a corporation. 

"(1) AGRICULTURAL LABoR.-The term 'agricultural 

labor' includes all service performed­

" (1) On a farm, in the employ of any person, mn 

connection with cultivating the soil, or in connection with 

raising or harvesting any agricultural or horticultural 
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1 commodity, including the raising, feeding, and manage­

2 ment of livestock, bees, poultry, and fur-bearing animals. 

3 " (2) In the employ of the owner or tenant of a 

4 farm, in connection with the operation, management, or 

5 maintenance of such farm, if the major part of such 

6 service is performed on a farm. 

'7 " (3) In connection with the production or harvest­

8 ing of maple sirup or maple sugar or any commodity 

9 defined as an agricultural commodity in section 15 (g) 

10 of the Agricultural Marketing Act, as amended, or in 

11 connection with the raising or harvesting of mushrooms, 

12 or in connection with the hatching of poultry, or in 

13 connection with the ginning of cotton. 

14 " (4) In handling, drying, packing, packaging, 

15 processing, freezing, grading, storing, or delivering to 

16 storage or to market or to a carrier for transportation 

17 to market, any agricultural or horticultural commodity; 

18 but only if such service is performed as an incident to 

19 ordinary farming operations or, in the case of fruits and 

20 vegetables, as an incident to the preparation of such 

21 fruits or vegetables for market. The provisions of this 

22 paragraph shall. not be deemed to be applicable with re­

23 spect to service performed in connection with commer­

24 cial cannmng or commercial freezing or in connection 
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1 with any agricultural or horticultural commodity after 

2 its delivery to a terminal market for distribution for 

3 consumption. 

4 "As used in this subsection, the term 'farm' includes 

5 stock, dairy, poultry, fruit, fur-bearing animal, and track 

6 farms, plantations, ranches, nurseries, ranges, greenhouses 

7 or other similar structures used primarily for the raising of 

8 agricultural or horticultural commodities, and orchards." 

9 SEC. 615. Subchapter C of chapter 9 of the Internal 

10o Revenue Code is amended by adding at the end thereof the 

11 following new section: 

12 "SEC. 1611. This subchapter may be cited as the 'Fed­

13 eral Unemployment Tax Act'." 

14 TITLE VII-AMENDMENTS TO TITLE X OF THE 

15 SOCIAL SECURITY ACT 

16 -SEc. 701. (a) Clause (5) of section 1002 (a) of the 

17 Social Security Act is amended to read as follows: "(5) 

18 provide such methods of administration (other than those 

19 relating to selection, tenure of office, and compensation of 

20 personnel) as are found by the Board to be necessary for 

.21 the proper and efficient operation of the plan." 

22 (b) Effective July 1, 1941, section 1002 (a) of such 

23 Act is further amended by inserting before the period at the 

24 end thereof a semicolon and the following new clauses: 

25 "(8) provide that the State agency shall, in determining 
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1 need, take into consideration any other income and resources 

2 of an individual claiming aid to the blind; and (9) provide 

3 safeguards which restrict the use or disclosure of information 

4 concerning applicants and recipients to purposes directly 

5 connected with the administration of aid to the blind". 

6 SEC. 702. Effective January 1, 1940, section 1003 of 

7 such Act is amended to read as follows: 

8 "cPAYMENT TO STATES 

9 "S~c. 1003. (a) From the sums appropriated therefor, 

10 the, Secretary of the Treasury shall pay to each State which 

-11 has an approved plan for aid to the blid, for each quarter, 

12 beginning with the quarter commencing January 1, 1940, 

13 (1) an amount, which shall be used exclusively as aid to 

14 the blind, equal to one-half of the total of the sums expended 

15 during such quarter as aid to the blind under the State plan 

16 with respect to each needy individual Who is blind and is 

17 not an inmate of a public institution, not counting so much 

18 of such expenditure with respect to any- individual for any 

19 month as exceeds $40, and (2) 5 per centumn of such 

20 amount, which shall be used for paying the costs of admin­

21 istering the State plan or for aid to the blind, or both, and 

22 for no other purpose. 

23 "(b) The. method of computing and paying such 

.2 amounts shall be as follows: 
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1 "(1) the Board shall, prior to the beginning of 

2 each quarter, estimate the amount to be paid to the State 

3 for such quarter under the provisions of clause (1) of 

4 subsection (a), such estimate to be based on (A) a 

5 report filed by the State containing its estimate of the 

6 total sum to be expended in such quarter in accordance 

'7 with the provisions of such clause, and stating the amount 

8 appropriated or made availa~ble by the State and its polit­

9 ical subdivisions for such expenditures in such quarter, 

10 and if such amount is less than one-half of the total sum 

11 of such estimated expenditures, the source or sources 

12 from which the difference is expected to be derived, (B) 

13 records showing the number of blind individuals in the 

14 State, and (C) such other investigation as the Board 

15 may find necessary. 

16 " (2) The Board shall then certify to the Secretary 

17 of the Treasury the amount so estimated by the Board, 

18 (A) reduced or increased, as the case may be, by any 

19 sum by which it finds that its estimate for any prior 

20 quarter was greater or less than the amount which 

21 should have been paid to the State under clause (1) of 

22 subsection (a) for such quarter, and (B) reduced by a 

23 sum equivalent to the pro rata share to which the United 

24 States is equitably entitled, as determined by the Board, 
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1 of the net amount recovered during a prior quarter by 

2 the State or any political subdivision thereof with respect 

3 to aid to the blind furnished under the State plan; except 

4 that such increases or reductions shall not be made to the 

5 extent that such sums lhave been applied to make the 

6 amount certified for any prior quarter greater or less 

7 than the amount estimated by the Board for such prior 

8 quarter: Provided, That any part of the amount recov­

9 ered from the estate of a deceased recipient which is not 

10 in excess of the amount expended by the State or any 

11 political subdivision thereof for the funeral expenses 

12 of the deceased shall not be considered as a basis for 

13 reduction under clause (B) of this paragraph. 

14 "(3) The Secretary of the Treasury shall there­

15 upon, through the Division of Disbursement of the Treas­

16 ury Department, and prior to audit or settlement by the 

1-7 General Accounting Office, pay to the State, at the time 

118 or times fixed by the Board, the amount so certified, in­

19 creased by 5 per centum." 

20 SEC. 703. Section 1006 of such Act is amended to read 

21 as follows: 

22 "SEC. 1006. When used in this title the term 'aid to 

23 the blind' means money payments to blind individuals who 

24 are needy." 

IE.R. 6635-7 
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1 TITLE VIII-A.MENDMENTS TO TITLE XI OF THE 

2 SOCIAL SECURITY ACT 

3 S.Fc. 801. Effective January 1, 1940­

4 (a) clause (1) of section 1101 (a) of such Act is 

5 amended to read as follows: " (1) The term 'State' (except 

6 when used in section 531) includes Alaska., Hawaii, and the 

7 District of Columbia, and when used in titles V and VI of 

8 such Act (including section 531) includes Puerto Rico." 

9 (b) section 1101 (a) is further amended by striking out 

10 paragraph (6) and inserting in lieu thereof the following: 

11 " (6) The term 'employee' includes an officer of a corpo­

12 ration. It also includes any individual who, for remuneration 

13 (by way of commission or otherwise) under an agreement 

14 or agreements contemplating a series of similar transactions, 

15 secures applications or orders or otherwise personally per­

16 forms services as a salesman for a person in furtherance of 

17 such person's trade or business (but who is not an employee 

18 of such person under the law of master and servant) ; unless 

1.9 (A) such services are performed as a part of such individual's 

20 business as a broker or factor and, in furtherance of such 

21 business as broker or factor, similar services are performed 

22 for other persons and one or more employees of such broker 

23 or factor perform a substantial part of such services, or (B) 

24 such services are not in the course of such individual's 

25 principal trade, business, or occupation. 
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"(7) The term 'employer' includes any person for whom 

an individual performs any service of whatever nature as 

his employee." 

SEC. 802. Title XI of such Act is further amended by 

adding at the end thereof the following new sections: 

"tDISCLOSURE OF INFORMATION IN POSSESSION OF BOARD 

"SEC. 1106. No disclosure of any return or portion of 

a return (including information returns and other written 

statements) filed with the Commissioner of Internal Revenue 

under title VIII of the Social Security Act or the Federal 

Insurance Contributions Act or under regulations made under 

authority thereof, which has been transmitted to the Board by 

the Commissioner of Internal Revenue, or of any file, record, 

report, or other paper, or any information, obtained at any 

time by the Board or by any officer or employee of the Board 

in the course of discharging the duties of the Board, and 

no disclosure of any such file, record, report, or other 

paper, or information, obtained at any time by any person 

from the Board or from any officer or employee of the Board, 

shall be made except as the Board may by regulations pre­

scribe. Any person who shall violate any provision of this 

section shall be deemed guilty of a misdemeanor and, upon 

conviction thereof, shall be punished by a fine not exceeding 

$1,000, or by imprisonment not exceeding one year, or both. 
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I "PENALTY FOR FRAUD 

2 "SEC. 1107. (a) Whoever, with the intent to defraud 

3 any person, shall make or cause to be made any false rep­

4 resentation concerning the requirements of this Act, the Fed­

5 eral Insurance Contributions Act. or the Federal Unemploy­

6 ment Tax Act, or of any rules or regulations issued there­

7~ under, knowing such representations to be false, shall be 

8 deemed guilty of a misdemeanor, and, upon conviction 

9 thereof, shall be punished by a fine not exceeding $1,000, or 

-10 by imprisonment not exceeding one year, or both. 

11 " (b) Whoever, with the intent to elicit information as 

12 to the date of birth, employment, wages, or benefits of any 

13 individual (1) falsely represents to the Board that he is 

14 such individual, or the wife, parent, or child of such mndi­
15 vidual, or the duly authorized agent of such individual, or 

:16 of the wife, parent, or child of such individual, or (2) falsely 

:17 represents to any person that he is an employee or agent of 

18 the United States, shall be deemed guilty of a misdemeanor, 

19 and, upon conviction thereof, shall be punished by a fine not 

20 exceeding $1,000, or by imprisonment not exceeding one 

21 year, or both." 

22 TITLE IX-MISCELLANEOUS PROVISIONS 

23 SEC. 901. No provision of this Act shall be construed as 

24 amending or altering the effect of section 13 (b), (c), (d), 

25 (e), or (f) of the Railroad Unemployment Insurance Act. 
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1 Smc. 902. (a) Against the tax imposed by section 901 

2 of the Social Security Act for the calendar year 1936, 

3 1937, or 1938, any taxpayer shall be allowed credit for 

4 the amount of contributions, with respect to employment 

5 during such year, paid by him into an unemployment fund 

6 under a State law­

7 (1) Before the sixtieth day after the date of the 

8 enactment of this Act; 

9 (2) On. or after such sixtieth day, with respect to 

10 wages paid after the fortieth day after such date of 

11 enactment; 

12 (3) Without regard to the date of payment, if the 

13 assets of the taxpayer are, at any time during the ftfty%­

14 nine-day period following such date of enactment, in 

'15 the custody or control of a receiver, trustee, or other 

16 fiduciary appointed by, or under the control of, a court 

17 of competent jurisdiction. 

18 (b) Upon the payment of contributions into the unem­

19 ployment fund of a State which are required under the 

20 unemployment compensation law of that State with respect 

21 to remuneration on the basis of which, prior to such pay­

22 ment into the proper fund, the taxpayer erroneously paid 

23 an amount as contributions under another unemployment 

24 compensation law, the payment into the proper fund shall, 
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1 for purposes of credit against the tax imposed by section 901 

2 of the Social Security Act for. the calendar years 1936, 

3 1937, and 1938, respectively, be deemed to have been made 

4 at the time of the erroneous payment. If, by reason of such 

5 other law, the taxpayer was entitled to cease paying contribu­

6 tions with respect to services subject to such other law, the 

7 payment into the proper fund shall, for purposes of credit 

8 against the tax, be deemed to have been made on the date 

9 the return for the taxable year was filed under section 905 

-10 of the Social Security Act. 

11 (c) The provisiolis of the Social Security Act in force 

12 prior to February 11, 1939 (except the provisions limiting 

13 the credit to amounts paid before the date of filing returns) 

14 shall apply to allowance of credit under subsections (a), 

15 (b), and (h), and the terms used in such subsections shall 

16 have the same meaning as when used in title IX of the Social 

17 Security Act prior to such date. The total credit allowable 

18 against the tax imposed by section 901 of such Act for the 

19 calendar years 1936, 1937, and 1938, respectively, shall not 

20 exceed 90 per centu~m of such tax. 

21 (d) Refund of the tax (including penalty and interest 

22 collected with respect thereto, if any), based on any credit 

23 allowable under subsections (a) , (b) , and (h) , may be made 

24 in accordance with the provisions of law applicable in t~he 



103
 

1 case of erroneous or illegal collection of the tax. No interest 

2 shall be allowed or paid on the amount of any such refund. 

3 (e) Notwithstanding the provisions of section 1601 (a) 

4 (2) of the Internal Revenue Code, as amended, credit shall 

5 be permitted under such section 1601, against the tax for 

6 the taxable year in which remuneration is paid for services 

7 rendered during a prior year, for the amounts of contribu­

8 tions with respect to such remuneration which have not been 

9 credited against the tax for any prior taxable year. Credit 

10 shall be permitted under this subsection only against the tax 

11 for the years 1940, 1941, and 1942, and only for contribu­

12 tions with respect to remuneration for services rendered after 

13 December 31, 1938. 

14 (f) No tax shall be collected under title VIII or IX 

i.5 of the Social Security Act or under the Federal Insurance 

16 Contributions Act or the Federal Unemployment Tax Act, 

17 with respect to services rendered prior to January 1, 1940, 

18 which are described in subpa~ragraphs (11) and (12) of 

19 sections 1426 (b) and 1607 (c) of the Internal Revenue 

20 Code, as amended, and any such ta~x heretofore collected 

21 (including penalty and interest with respect thereto, if any), 

22 shall be refunded in accordance with the provisions of law 

23 applicable in the case of erroneous or illegal collection of the 

24 tax. No interest shall be allowed or paid on the amount of 
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1' any such refund. No payment shall be made under title II of 

2 the Social Security Act with respect to services rendered prior 

3 to January 1, 1940, which are dlescribed in subparagrapbs 

4 (11) and (12) of section 209 (b) of such Act, as amended. 

5 (g) No lump-sum payment shall be made under the pro­

6 visions of section 204 of the Social Security Act after the 

7 date of enactment of this Act, except to the estate of an indi­

8 vidual who dies prior to January 1, 1940. 

9 (h) Notwithstanding the provision of section 907 (f) 

10 of the Social Security Act limiting the term "contributions" 

11 to payments required by a State law, credit shall be permitted 

12 against the tax imposed by section 901 of such Act for the 

13 calendar year 1936 or 1937, for so much of any payments 

14 made as contributions for such year into the unemployment 

15 fund of a State which are held by the highest court of such 

16 State not to be required payments under the unemployment 

17 compensation law of such State if they are not returned to 

18 the taxpayer. So much of such payments as are not so 

1-9 returned shall be considered to be "contributions" for the 

20 purposes of section 903 of such Act. The periods of limita­

21 tions prescribed by section 3312 (a) of the Internal Revenue 

22 Code shall not begin to ram, in the case of the tax for such 

23 year of any taxpayer to whom any such payment is returned, 

24 until the last such payment it; returned to the taxpayer. 
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1 SEC. 903. Section 1430 of the Internal Revenue Code is 

2 amended by striking out "3762" and inserting in lieu thereof 

3 "'3661". 

Passed the House of Representatives June 10, 1939. 

Attest: SOUTH TRIMBLE, 

Clerk. 

H1.R. 6635­



76Tm CONGRS 
JST SESGRON H.R. 6 
 3 

AN ACT
 
To amend the Social Security Act, and for other 

purposes. 

JuNc 12, 193
 

Read twice and referred to the Committee on Finance
 



Calendar No. 793 
76TH CONGRESS SENATE f REPORT 

18t Session I No. 734 

SOCIAL SECURITY ACT AMENDMENTS OF 1939 

JULY 7 (legislative day, JULY 6), 1939.-Ordered to be printed 

Mr. KING (for Mr. HARRISON), from the Committee on Finance, 
submitted the following 

REPORT 

[To accompany H. R. 66351 

The Committee on Fiinance, to whom was referred the bill (H. R. 
6635) to amend the Social Security Act, and for other purposes,
having considered the same, report favorably thereon wiuh amend­
ments and recommend that the bill as amended do pass. 

GENERAL STATEMENT 

DIVISIONS OF THin BILL 

This bill amends the Social Security Act and certain sections of sub-
chapters A and C of chapter 9 of the Internal Revenue Code (for­
merly titles VIII and IX of the Social Security Act).

The bill is divided into nine titles: 
Title I-Amendments to title I of the Social Security Act (grants to 

States for old-age assistance). 
Title II-Amendments to title II of the Social Security Act (Federal

old-age benefits).
Title III-Amendments to title III of the Social Security Act (grants 

to States for Unemployment Compensation Administration). 
Title IV-Amendments to title IV of the Social Security Act (grants 

to States for aid to dependent children). 
Title V-Amendments to titles V and VI of the Social Security Act 

(grants, to States for maternal and child welfare, etc.).
Title VI-Amendments to the Internal Revenue Code (provisions 

formerly in titles VIII and IX of the Social Security Act).
Title VII-Amendments to title X of the Social Security Act (grants 

to States for aid to the blind). 
Title VIII-Amendments to title XI of the Social Security Act (gen­

eral provisions).
Title IX-Miscellaneous amendments. 
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SUMMARY OF PRINCIPAL CONTENTS OF BILL 

TAXES 

1. The old-age insurance tax has been frozen at 1 percent on the 
worker and 1 percent on the employer for the 3 years 1940, 1941, and 
1942 as against the 1Y-rpercent rates on each under the present act. 
This will save employers and workers about $275,000,000 in 1940, or a 
total of $825,000,000 in the 3 years. 

2. Only the first $3,000 an employer pays an employee for a year 
is taxed under the unemployment-compensation provisions. This is 
already the case in old-age insurance. This will save employers 
about $65,000,000 a year. 

3. Provision is made for refunds and abatements to employers who 
paid their 1936, 1937, and 1938 unemployment-compensation con-. 
tributions late to the States. This will save employers about 
$15,000,000. 

4. Thus the savings above mentioned, through 1940, may aggregate 
some $355,000,000. In addition, such savings for the ensuing 2 years. 
may amount to approximately $550,000,000. This represents total 
savings of approximately $905,000,000. 

BENEFITS 

The old-age insurance benefits have been liberalized, benefits pro-. 
vided for aged wives, and for widows, children, and aged dependent 
parents, and the date for beginning monthly benefit payments has 
been advanced to January 1, 1940. About $2,093,000,000 in benefits 
is estimated to be disbursed during 1940-44, or about $1,538,000,004 
above what it is estimated would be spent under existing law during 
these 5 years. 

The total cost of these benefits over the next 45 years will be about, 
the same as the cost of the present benefits would be during that period 
of time. Of course, the cost in the early years will be more but ther 
cost in the later years will be less. 

COVERAGE 

1. Certain services, including services for agricultural and horti­
cultural associations, voluntary employees' beneficiary associations, 
local or ritualistic services for fraternal beneficiary societies, and 
services of employees earning nominal amounts (less than $45 per 
quarter) of nonprofit institutions exempt from income tax, are ex­
empted from old-age insurance and unemployment compensation in 
order to eliminate the nuisance cases of inconsequential tax payments. 

2. The term "agricultural labor" is defined so as to clarify its 
meaning and to extend the exemption to certain types of service 
which, although not at present exempt, are an integral part of farming 
activities. 

3. About 1,100,000 additional persons (seamen, bank employees, 
and employed persons age 65 and over) are brought under the old-age 
insurance system and about 200,000 under unemployment insurance 
(chiefly bank employees). 
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MATERNAL AND CHILD 	 WELFARE, VOCATIONAL REHABILITATION, AND 

PUBLIC-HEALTH WORK 

1. Provision is made for a $2,020,000 increase in the authorization 
for Federal grants to the States for maternal- and child-health services. 
This will increase the present Federal authorization from $3,800,000 
to $5,820,000. 

2. Provision is made for a $1,020,000 increase in the authorization 
for Federal grants to the States for crippled children. This will 
increase the present Federal authorization from $2,850,000 to 
$3,870,000. 

3. Provision is made for a $2,062,000 increase in the authorization 
for Federal grants to the States for vocational rehabilitation work. 
This will increase the present Federal authorization from $1,938,000 
to $4,000,000. 

4. Provision is made for a $4,000,000 increase in the authorization 
for Federal grants to the States for public-health work. This will 
increase the present Federal authorization from $8,000,000 to 
$12,000,000. 

ADMINISTRATION 

1. A Federal old-age and survivor insurance trust fund is created 
for safeguarding the insurance benefit funds. The Secretary of the 
Treasury, the Secretary of Labor, and the Chairman of the Social 
Security Bo~ard are made trustees of this fund.. 

2. Provision is made to restrict the use of information concerning 
recipients of State old-age assistance (particularly their names and 
addresses) to purposes directly connected with the administration of 
old-age assistance. This is designed to prevent the use of such infor­
mation for political and commercial purposes. 

3. Otber amendments are recommended to simplify and clarify 
administration of the law. 

HISTORY OF LEGISLATION 

The Social Security Act became law on August 14, 193 5, after many 
months of deliberation in Congress. The bill was passed by an over­
whelming majority in both the House and the Senate, the votes being 
372 to 33 and 77 to 6, respectively. The insurance provisions of the 
present act were upheld by the United States Supreme Court in the 
cases of Steward Machine Co. v. Davis (301 U. S. 548); Helvering v. 
Davis (301 U. S. 619); and Carmichael v. Southern Coal Co. (301 
U. S. 495). 

The enactment of the Social Security Act marked a new era, the 
Federal Government accepting, for the first time, responsibility for 
providing a systematic program of protection against economic and 
social hazards. Though admittedly not perfect or all inclusive 
the Social Security Act did embrace the broadest program for sociai 
security ever launched at one time by any government. 

Relieving and reducing dependency.-The Social Security Act 
aimed to attack the problem of insecurity upon two fronts: First, 
by providing safeguards designed to reduce future dependency, and 
second, by improving the methods of relieving existing needs. The 
first objective was promoted by providing a Federal system of old-
age insurance and by granting Federal aid to State-administered 
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programs of unemployment compensation; the second objective was 
promoted by providing Federal grants to State programs of aid 
to the needy aged, aid to dependent children, and aid to the needy
blind. Funds were also provided to stimulate development and 
extension of various health and welfare services. 

Public assistance.-Under the Social Security Act, great progress has 
already been made. As a result of the Federal aid provided in the 
Social Security Act, the States were enabled to extend their assistance 
programs to the needy aged, dependent children, and the needy blind. 
All the States, the District of Columbia, Alaska, and Hawaii now have 
a pproved plans for old-age assistance and receive Federal funds to sup.
plement their contributions. Forty States, the District of Columbia, 
and Hawaii participate in the Federal-State program for aid to de­
pendent children,. and an equal number are receiving Federal grants

For aid to the needy blind. Some 2,500,000 needy individuals are 
now receiving regular cash assistance under these cooperative Federal-
State programs. From the beginning of the system through June 
1939, over $1,300,000,000 of Federal, State, and local funds have been 
spent in States with plans approved by the Social Security Board. 
During the calendar year 1938 the total Federal, State, and local ex­
penditures were over $495,000,000, of which $391,000,000 was for old-
age assistance, $93,000,000 for aid to dependent children, and 
$11,000,000 for aid to the blind. 

Unemployment compensation.-The incentives provided in the Social 
Security Act stimulated rapid passage of State unemployment coin­
pensation laws. Before the act was passed, only 1 State, Wisconsin, 
gad a going system of unemployment insurance; now all the 48 States 

and Alaska, Hawaii, and the District of Columbia have approved
laws. Benefits are already being paid to unemployed covered workers 
under all but 2 of these laws; in the last 2 States (Illinois and Mon­
tana) benefits became payable on July 1 of this year. More than 
27,500,000 workers are covered by these laws and about 3,800,000 
temnprarily unemployed workers received benefits amounting to 
nearly $400,000,000 during the year 1938. In addition, about 
$228,000,000 has been paid to unemployed workers during the first 
6 months of 1939. 

Old-age insurance.-The full effect of the Federal old-age 'insurance 
program will not be felt until monthly benefits begin to be paid. In 
the meantime, however, the Social Security Board has established 
wage-record accounts for over 44,000,000 persons, of whom more 
than 32,000,000 have already had wages reported in .either 1937 or 
1938, thus enabling these individuals to build up rights to protection
for themselves and their dependents upon a sound basis. In addition, 
lump-sum benefits, amounting to 3% percent of accumulated covered 
earnings, totaling about $18,712,000, have been paid up to May 30, 
1939, to or on behalf of over 363,000 persons who reached age 65 or 
died. 

Revision of Social Security Act.-Tremendous as is the scope of this 
program, it was recognized from the beginning that changes would 
have to be made as experience and study indicated lines of revision 
and improvement. Congress, therefore, expressly provided in the 
Social Security Act that the Social Security Board should study and 
make recommendations as to methods of providing more effective 
economic security. 
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Further to facilitate necessary revision, ain Advisory Council on 
Social Security was created in May 1937. It was composed of out­
standing citizens representing employers, employees, and the public.
The Advisory Council spent more than a year in study and delibera­
tion and transmitted its final report and recommendations on De­
cember 19, 1938. 

The recommendations of the Social Security Board, based upon
3 years of intensive study, were submitted to the President of the 
United States on December 30, 1938. The President transmitted the 
Board's report to Congress, with a special message on January 16, 
1939. 

The Committee on Ways and Means of the House of Representa­
tives held extended publio'hea-rinigs on these recommendations and 
alternative proposals relating to social security. The bill was referred 
to this committee on June 12, 1939. All witnesses who requested to 
be heard were allowed to appear in public hearings and their state­
mients and testimony appear in the printed hearingS. 

GENERAL PURPOSE AND SCOPE oF AmENDMENTS 

The present bill aims to strengthen and extend the principles and 
objectives of the Social Security Act. The foundations of a perma­
nent program have been laid and it seems wise to build upon the 
present structure. 

Old-age insurance, unemployment compensation, and public assist­
ance are now accepted as permanent in our fabric of social services. 
The present bill is designed to widen the scope and to improve the 
adequacy and the administration of these programs without altering
their essential features. Benefits will continue to be payable as a 
matter of right to workers covered by the insurance programs; aid will 
con tinue to be related to need under the assistance programs. 

FEDERAL OLD-AGE AND SURVIVORS INSURANCE BENEFITS 

The number of aged persons in our population is steadily growing.
In 1900 there were only 3,080,000 persons 65 and over, representing 4.1 
percent of the popuation. This figure reached 6,634,000, or 5.4 
percent, in 1930, and it is estimated there are about 8,200,000, or 6.3 
percent, at the present time. Recent estimates indicate that by 1980 
we may have over 22,000,000 persons aged 65 and over, representing
14 to 16 percent of the total population. Recognizing these facts, it is 
possible to foresee that we shall have a growing number of aged persons
for whom some provision must be made. This has been the experience
of all industrial countries. 

In the course of its study of the problem, the committee has become 
increasingly impressed by the need to revise the existing old-age
insurance program in the direction of fitting, the structure of benefits 
more closely to the basic needs of our people, now and in the future. 
With limited funds available for this type of insurance protection in­
dividual savings and other resources must continue to be the chief 
reliance for security. As a means of affording basic protection, how­
ever, the existing system can be much improved. With the advan­
tage of more than 3 years of study and experience since the passage
of the act, and with a greatly enhanced public understanding of the 
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method of social insurance, the time seems ripe for the revision of the 
program to afford more adequate protection to more of our people. 
under the present old-age insurance system monthly benefits would 
not begin until 1942; for a considerable number of years thereafter 
benefits would remain small and would in many cases have to be sup­
plemented by old-age assistance: Such assistance, based on individual 
need, is also necessary for those already old, and will continue to be 
necessary for groups outside the insurance system. For insured groups,
however, it is both desirable and possible to provide immediately more 
adequate protection within the framework of the contributory system. 

Old-age insurance is designed to prevent future old-age dependency; 
old-age assistance is designed to relieve existing needs. A contribu­
tory system of old-age insurance keeps the cost of old-age assistance 
from becoming excessive and assures support for the aged as an earned 
right. If the contributory system is strengthened and liberalized, the 
cost of old-age assistance for uncovered groups will not increase so 
rapidly in future years when the proportion of aged in the population 
will be much higher than at present.

It is essential then that the contributory basis of our old-age insur­
ance system be strengthened and not weakened. Contributory in­
surance is the best-known method of preventing dependency in old 
age by enabling wage earners to provide during their working years
for their support after their retirement. By relating benefits to con­
tributions or earnings, contributory old-age insurance preserves 
individual thrift and incentive; by granting benefits as a matter of 
right it preserves individual dignity. Contributory insurance there­
fore strengthens democratic principles and avoids paternalistic 
methods of providing old-age security. Moreover, a contributory
basis facilitates the financing of a social-insurance scheme and is a 
safeguard against excessive liberalization of benefits as well as a pro­
tection against reduction of benefits. 

The contributory method in social insurance is no innovation. It 
had its beginning several hundred years ago in several countries when 
small groups of workmen banded together in mutual-benefit societies 
to build up group protection against unforeseen contingencies. These 
early friendly societies developed the insurance method of protection
which, by a gradual process of evolution, led to modern social insur­
ance with the Government entering to strengthen cooperative thrift 
and mutual protection. The contributory method of social insur­
ance has stood the test of time and experience. Proof of this is the 
fact that no country which has once adopted a system of contributory 
social insurance has ever abandoned it. Many foreign countries, 
as does the United States, supplement their contributory scheme wi~th 
a noncontributory pension scheme based on individual need, but no 
country has ever given up the former system in favor of the latter. 

Under the present old-age insurance system only taxes have been 
payable since 1937, while monthly benefits are not payable until 
January 1, 1942. So long as only taxes are payable and monthly
benefits are postponed, the general public is under a misapprehension 
as to the financial operations of the plan and lacks a concrete demon­
stration of the effectiveness of the plan in providing protection. The 

Table 1 shows the benefit disbursements of the present plan year 
by year for the 15 years 1940-55, inclusive, the comparable disburse­
ments of the plan as recommended by the Senate Committee on 
Finance, and the additional disbursements of the Finance Committee's 
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plan over the present title II. The plan recommended by the Senate 
Finance Committee increases benefit disbursements about $695,000,­
000 more in the 15 years 1940-55, inclusive, over the House bill. A 
more detailed explanation of the cost figures will be found on pages 
15-17. 
House bill as amended by this committee with respect to the old-age 
insurance plan, it is hoped, will help to improve the understanding 
of the aims of a contributory social-insurance plan. 

Providing more effective benefits.-The basic problem was how to 
provide more adequate and effective benefits, particularly in the 
early years of operation, without increasing the future -cost of the 
old-age insurance system. The bill solves this problem in two 
-principalways, as follows: 

1. Monthly benefits to wives, children, widows, orphans, and sur­
viving dependent parents are substituted for the present 3%2-percent 
lump sums payable to the estates of deceased workers. 

2. The benefits of both single and married persons retiring in the 
early years are increased but the benefits of single persons with high 
earnings retiring years hence are reduced somewhat. However, the 
benefits proposed for single persons are higher than could be purchased 
with the employee's own contributions, except possibly in a very 
few extreme cases. 

In other words, the effect of these changes will be to provide for 
larger benefits in the early years than under the present law and larger 
than could be purchased by an insured worker from a private insuir­
ance company with the amount he has paid the Government. This 
is particularly true in the case of married persons. However, this 
does not mean that unmarried persons who will contribute for many 
years will receive less protection from the Government than they 
-could purchase from a private insurance company with their own 
contributions. It does mean, however, that a larger proportion of 
the employer's contributions are used to pay benefits to those retiring 
in the early years, particularly married persons. 

Thus, various changes made by the bill are designed to afford 
more adequate protection to the family as a unit. The present 
law provides for only two general types of benefits, (1) monthly old-
age benefits to qualified individuals and (2) lump-sum payments to 
nonqualified individuals and upon death. The present law is, there­
fore, limited in its scope in that it does not provide current monthly 
benefits to the surviving wife of an aged annuitant, nor to the surviv­
ing widow with dependent children. The payment of these survivor­
ship benefits and supplements for the wife of an annuitant are more 
in keeping with the principle of social insurance than the 3%2-percent 
lump-sum payments now provided. Under a social-insurance plan 
the primary purpose is to pay benefits in accordance with the probable 
needs of the beneficiaries rather than to make payments to the estate 
of a deceased person regardless of whether or not he leaves dependents. 
There is ample precedeut for such provision, since 15 out of 22 old-
age insurance systems of foreign countries make provision for survivor 
benefits. 

Cost of more adequate benefits.-The net effect of the changes is that 
the annual cost of the benefits payable in the early years will be 
greater, the annual cost of the benefits payable in the later years 
will be less, and the average annual cost over the next 40 years will 
be about the same as under the present system. 
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TABLE 1.-Comparison of benefit payments under present Federal old-age insur­
ance plan, House bill, and under revised plan of the Senate Committee on Finance 
on the basis of the intermediateretirement rate estimate8 

Calendar year titlent House plan Revised plan 

1940------------------------------------$46,00,00I 8I0,0 $1,0,0 

19041------------------------------------------------ 42,000,000 
1942 -----------------------------------------------­ 042,000,000 
1943 --------------- -------------------------------­ 110,000,000 
1944 -----------------------------------------------­ 2210,000,000 
10448------------------------------------------------ 220,000,000 
1046 -----------------------------------------------­ 4203,000,000 
1947 -----------------------------------------------­ 1401,000,000
1948 ------------------------------------------------ 015,000,000
19489------------------------------------------------7215,000,000 

211,000, 000 
2150,000,000 
308,000,000 
508,000,000 
713,000,000 
855,000,000 
007,000,000

1,13,000,000
1,265,000,000 

2114,000,000 
431,000,000 
5831,000,000 
687,000,000 
677,000,000 
712.000,000 
1,048000,000

1,104,000,000
1,304,000,000 

1910-------------------------------------------------8345,000,000
1951 -----------------------------------------------­ 9714,000,000 

1,189,000,000
1,538,000,000 

1,4224,000,000
1,102, 000, 000 

1951 --------------------------
1053 -----------------------------------------------
1954 ------------------------- --

1,078,000,000 
1,103,000,000 
1,338,000,000 

1,821,000,000 
1,710,000,000 
1,843,000,000 

1,642,000,000 
1,733,000,000 
3,810, 000,000D 

Total 1940-54, inclusive------------------------- 8,499,000,000 14, 814,000,000 15,W59,000,00 

Before beginning a more detailed explanation of the revised benefit 
provisions, the following summary presents a brief outline of the new 

benefit plan. 

SUMMARY OUTLINE OF BENEFIT PROVISIONS3 UNDER THE REVISED 

FEDERAL OLD-AGE AND SURVIVORS' INSURANCE PLAN 

EFFECTIVE DATE-JANUARY 1, 1940 

OLD-AGE RETIREMENT BENEFITS 

1. Old-age benefiL.-Each fully insured individual who has reached 
teage of 65 is eligible to receive a monthly primary (old-'age) insur­

ance benefit determined as follows: 
(a) A basic amount computed by applying: 40 percent of average

monthly wages, up to the first $50, plus 10 percent of average monthly, 
wages in excess of $50. 

(b) Such amount to be increased 1 percent for each year of coverage
($200 or more wages). 

2. Supplement for wnje.-In addition, the wife, age 65 and over, 
of an individual entitled to primary insurance benefits, if she is living 
with such individual, is eligible for a supplement which, when added 
to her primary insurance benefit, if any, equals one-half of a primary 
old-age insurance benefit of her husband. 

3. Supplement for children.-In addition each unmarried dependent
child, under age 18, of an individual entitled to primary insurance 
benefits, is eligible for a supplement of one-half of a primary insur­
ance benefit of the parent. 

SURVIVORS' BENEFITS 

1. Widows' old-age insurance benefits.-A widow of a fully insured 
individual, who has attained age 65 and who was living with such 
individual when he died, is eligible for a monthly benefit which when 
added to her primary insurance benefit, if any, is equal to three-
fourths of a primary insurance benefit of her husband. 

2. Orphans' monthly insurance benefits .- A fully or currently insured 
individual's unmarried dependent orphan under age 18 is eligible for 
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an orphan's benefit equal to one-half of a primary insurance benefit 
of the parent.

3. Current monthly insurance benefit to widow with children.-A 
widow, regardless of age, of a fully or currently insured individual, 
who was living with such individual when he died, and has in her --ore 
one or more children entitled to child's benefits receives a monthly 
benefit which, when added to her primary insurance benefit, if any,
is equal to three-fourths of his primary insurance benefit. 

4. Parents'insurancebenefits.-A parent of a fully insured individual 
who dies leaving no widow and no unmarried child under age 15, if 
such parent has attained age 65, has not married since the fully insured 
individual's death, and was wholly dependent upon such individual 
at the time of such death, is eligible for a monthly benefit which, when 
added to the parent's other monthly benefits, if any, is equal to one-
half of the primary insurance benefit of such fully insured individual. 

5. Lump-sum deathpayment .- Upon the death of a fully or currently
insured individual, leaving no one immediately entitled to a monthly
benefit, a lump sum equal to six times the monthly primary insurance 
benefit is payable to a surviving close relative, or if no close relative, 
the person assuming responsibility for the funeral expenses of the 
deceased to the extent of his actual disbursements. 

MINIMUM AND MAXIMUM BENEFITS 

The minimum primary insurance benefit payable shall be not less 
than $10 per month. The maximum benefit or benefits payable shall 
be not more than double the primary insurance benefit, 80 percent
of average wages, or $85, whichever is the smallest. 

EFFECTIVJI DATE 

The first major change proposed is to advance the date for beginning
the payment of monthly old-age insurance benefits from January 1, 
1942, to January 1, 1940. From an administrative standpoint such 
an amendment is entirely practicable since the maintenance of wage
records is already functioning successfully. Personnel has been trained 
and experience has been acquired in all phases of the program.
Approximately 44,000,000 account numbers have been assigned, and 
the individual account for each worker set up by the Social Security
Board. Furthermore, a network of over 300 field offices has been 
set up and is functioning. These offices have already handled over 
400,000 claims for lump-sum benefits. The experience obtained in 
adjudicating these claims indicates that the necessary groundwork has 
been laid to permit the payment of monthly benefits in 1940. The 
payment of monthly benefits in 1940 is in keeping with the experience
under the social insurance laws of Great Britain, Czechoslovakia, and 
Germany where old-age insurance benefits were paid within 2 years 
after contributions first began. 

LIBERALIZED AMOUNTS 

The second major change proposed is the liberalization of benefits 
to insured workers retiring in the early years of the system. This 
liberalization is effected by two important changes. First, the 
benefit base is changed from total accumulated wages to average 
wages; second, supplementary benefits are provided in those cases 
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where the annuitant has an aged wife (as well as in the rare cases 
where there are, dependent children). Table 2 shows illustrative 
monthly odaeinsurance benefits under the present plan and under 
the revisp~d plan. 

TABLE, 2.-Illustrative monthly old-age insurance benefits under present plan and 
under revised plan I 

Revised plan Revised plan 
Present __ _ _ _ _ _ _ _ _ Present _ _ _ _ _ _ _ _ _ _ 

pln Single I Married I la SingejMrid 

Average monthly wage of $50 Average monthly wage of $100 

Years of coverage:
3------------------------ (3) $20. 60 $30.960 (') $25. 75 $38.63 
5--------------------- --- $16. 00 21. 00 31.560 $17.510 26. 25 39.38 
10------------------------ 17.50 22.00 33.00 22.150 27.50 41.25 
20------------------------ 22.50 24.00 36.00 32.10 30.00 45.00 
30 ------------------------ 27.150 26.00 39.00 42.50 32.10 48.75 
40 --------------------_--- 32.50 28.00 40.00 51.25 35.00 52.50 

Average monthly wage of $110 Average monthly wage of $250 

3-------------------------C' $30.90 $46.35 (') $41.20 $61.60 
5------------------------$20.00 31.10 47.25 $25.00 42.00 63.00 
10 ------------------------ 27.50 33.00 49.10 37.10 44.00 6600O 
20------------------------ 42.150 36.00 54.00 56.25 48.00 72.00 
30------------------------53.75 39.00 58.10 68.75 52.00 78.00 
40------------------------ 61.21 42.00 63.00 $1.25 56.00 64.00 

I It Is assumed, with respect to the rcvised plan, that an individual earns at least $200 in each year of 
coverage in order to be eligible to receive the 1-percent increment. If this were not the case, the benefit 
would he somewhat lower. 

' Benefits for a married couple without children where wife is eligible for a supplement. 
'Benefits not paid until after 5 years of coverage 

REVISED BENEFITr FORtMULA 

An average wage formula will relate benefits more closely to normal 
wages during productive years. Since the object of social insurance 
is to compensate for wage loss, it is imperative that benefits be 
reasonably related to the wages of the individual. This insures that 
the cost of the benefits will stay within reasonable limits and that the 
system will be flexible enough to meet the wide variations in earnings 
which exist. 

An average wage formula will also have the effect of raising the 
level of benefits payable in the early years of the system, but it will 
reduce future costs by eliminating unwarranted bonuses payable 
uinder the present formula to workers in insured employment only a 
few years. These bonuses result from the greater weight now given 
to the first $3,000 of accumulated wages. They are justified, if a total 
wage formula is used, in the case of older and low-paid workers who 
retire in the early years of the system and have not time in which to 
build up substantial benefit rights. In the long run, however, such 
bonuses are unwise and endanger the solvency of the system by per­
mitting disproportionately large benefits to workers who migrate 
between uninsured and insuired employments and accumulate only 
small earnings in insured employment. 

In order to relate benefits to length of employment, as well as to 
average wages, a 1 percent increment for each year of covered earnings 
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of $200 or more is added to the basic benefit. Thus, the longer a 
worker is in the system the larger will be his benefit.. 

Supplementary benefits.-The supplementary benefit payable an aged 
wife is one-half of the primary insurance benefit of the annuitant. 
(The same amount is payable for each dependent child.) Because 
most wives, in the long run, will build up wage credits on their own 
account, as a result of their own employment, these supplementary 
allowances will add but little to theultimate cost of the system. They 
will, on the other hand, greatly increase the adequacy and equity of 
the system by recognizing that the probable need of a married couple 
is geater than that of a single individual. 

These changes in the benefit pattern are primarily designed to 
increase the adequacy of the system during the early years without 
altering the long-run cost proportions of the existing plan. They are 
not temporary improvements, however, but represent constructive 
changes, which will increase the adequacy of the Federal old-age 
insurance system. 

SURVIVORS BENEFITS 

The bill contains a third major change, designed to improve the 
long-run effectiveness of our insurance system. This amendment 
proposes to establish monthly survivors benefits. The Social Secur­
ity Act now provides a certain amount of survivorship protection in 
the form of lump-sum payments. These are small and inadequate in 
the early years of the system and entirely unrelated to the needs 
of the recipients. However they will eventually be rather costly and 
will not provide protection in those cases where most needed.' The 
new plan will eliminate most lump-sum benefits and will substitute 
monthly benefits for those groups of survivors whose probable need 
is greatest. These groups are widows over 65, widows with children, 
orphans, and dependent parents over 65. The monthly benefits pay­
able to these survivors are related in size to the deceased individual's 
past monthly benefit or the monthly benefit he would have received 
on attaining age 65. 

In the case of a widow, the monthly benefit is three-fourths of the 
deceased's monthly benefit or prospective benefit. In the case of an 
orphan or dependent parent, it is one-half of the deceased's monthly 
benefit or prospective benefit. 

A monthly benefit will be payable to a parent only if no widow or 
unmarried child under age 18 survived, and only if the parent was 
wholly dependent upon the deceased at time of death. While it 
would thus be necessary for a parent to prove dependency at the 
time of death, once that fact had been established no subsequent 
showing of need would be required. Ample precedent for such pro­
visions is found in the State workmen's compensation laws, which 
constitute the oldest form of social insurance in this country. 

Illustrative benefits are shown in table 3. As has already been 
stated, these new monthly benefits can be provided without exceed­
ing the eventual costs of the system as now set up, because of the 
reduction in lump-sum death benefits and the future benefits to single 
persons. 
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TABLE 3.-Illustrative monthly survivor benefits'I 

One child Widow6 io One child Widow 651Wdo 
or parent ovr ' edoe o aet o n n 
65 or over I ovr child 65 or over ovr child 

Average monthly wage of Average monthly wage of 
deceased, $50 deceased, $100 

Years of coverage:
3------------------------ $10. 30 $15.45 $21.75 $12.88 $19.31 $32. 19 
&~------------------------ 10.00 15. 75 26.25 13. 13 19. 09 32.81 
to0----------------------- 11.00 10.50 27.10 13.75 20.63 34.38 
20------------------------
30---------------13.00 

12.00 18.00 
19.50 

30.00D 
32.50 

15.00 
16.25 

22.50 
24.38 

37.50 
40.63 

40~----------. 00 21.00 35.00 17.50 26.25 43.75 

Average monthly wage of Average monthly wage of 
deceased, $150 deceased, $250 

Years of coverage:
3------------------------- $15.45 $23.18 $38.03 $20.060 $30.90 $51.50 
6------------------------- 15.75 23.63 39.30 21.00 31. 50 52.50 
10----------- ------------- 16.50 24.75 41.25 22.00 33.00 55.00 
20 ------------------------ 18.00 27.00 45.00 24.00 36.00 00.00 
30 ------------------------ 19.50 29.25 46.75 26.00 39.00 65.00 
40 ------------------------ 21.00 31.50 52.50 25.00 42.00 70.00 

1 It is assumed that an Individual earns at least $200 in each year of coverage. It this were not the case,
the benefit would be somewhat lower. 

Not all lump-sum payments are eliminated under the new plan.
Upon~the death of an insured individual leaving no one immediately 
entitled to a monthly benefit, there will be paid a lump-sum benefit of 
six times the monthly benefit of the deceased. This lump sum will be 
paid to a surviving close relative, or if no close relative exists, then to 
the person assuming the responsibility for the funeral expenses of the 
deceased person to the extent of his actual disbursements. 

Table 4 shows illustrative lump sums payable in these cases. 

TABLE 4. Illustrativelump-sum death payments payable equal to 6 times the primary 
insurance benefit 

Average monthly wages 

$10 $100 $150 $210 

Years of coverage:
3---------------------------------------------- $123. 60 $154. 10 $185. 40 $247. 20 
5----------------------------------------------- 126.10 157.510 189.00 212.00 
10---------------------------------------- ------ 132.00 105.00 198.00 264.00 
20------------------------------ ---------------- 144.00 180.00 216.50 288. 00 
30-------------------------------- ------ ------- 156.00 191.00 234.00 312. 00 
40 ---------------------------------------------- 165.00 210.00 252.00 336.00 

QUALIFYING PROVISIONS 

The amendments provide a revision in the requirements concerning
the length of time covered and amount of wages that must have 
been earned under the system in order to establish eligibility for 
benefits. 

The revised requirements for benefits are similar in principle to 
those found in the present law but are changed in several respects,
due to the following reasons: 
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1. Since payment of benefits would be advanced to 1940, the 
number. of qualifying quarters and the amoun1t Of Wages are reduced 
in the early years.

2. Since wages after the age of 65 were not counted during 1,937, 
1938, and 1939, the qualification provisions are adjusted to permuit
such persons to qualify without undue hardship.

3. The present law permits persons who are in insured employment 
for only a short time to receive very large benefits in comparison to 
their contributions. In order to reduce the cost of paying benefits 
to these persons who shift between insured and uninsured employ­
ment, there have been added provisions to protect the system in 
future y ears. 

4. The addition of widows' and orphans' benefits necessitates a 
shorter qualifying period for current insurance protection in the case of 
persons who die without having been employed as long as is required 
to qualify for old-age insurance benefits. 

"9FULLY INSURED" AND "CURRENTLY INSURED" 

Your committee have given particular attention to the border-line 
situations which will arise in the early years of the proposed old-age
and survivors insurance system whereby some persons will barely
qualify for benefits and other persons will barely miss qulifying, for 
benefits. It is inevitable that border-line situations wIl arise i the 
early years of any contributory social-insurance system which does 
not cover all of the gainfully occupied persons. It is also true that the 
border-line situations existing under the proposed amendments are not 
so serious as the border-line situations which would arise under the 
present law. Under the present law, if a person reaches age 65 without 
having met the eligibility requirements, it is impossible for him ever to 
qualify for a monthly benefit by earnings after reaching age 65. Under 

the proposed amendments a person who fails to qualify for monthly 
benefits by the time he reaches age 65 can nevertheless qualify by 
earnings received after age 65 in insured employment. However, your
committee believes that the border-line situations that still arise 
under the amendments should be reduced to a minimum. Accordingly
the eligibility conditions have been reworded although the essential 
elements contained in the bill passed by the House are retained. 
Likewise, it is recommended that wages of persons over 65 years of 
age be -counted for benefit and tax purposes beginning on January 1, 
1939, instead of January 1,1940. 

In the bill passed by the House a distinction is made between a 
"fully insured" individual, as one who has satisfied the eligibility
requirements for all benefits (old age as well as survivorship) and a 
"currently insured" individual, as one who has satisfied the eligibility
requirements for survivorship benefits only. The eligibility condi­
tions for a "fully insured" individual are greater than for a "Cur­
rently insured" individual. This distinction is necessary in order to 
furnish more immediate protection to survivors against the risk of 
premature death of the breadwinner while not unduly relaxing the 
requirements for old-age-retirement benefits which is a future risk 
against which workers have an opportunity to build up advance 
protection. 
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In substance, the, definition of a "currently insured" individual in 
the bill passed by the House is one who has earned $50 in one-half 
of the 12 calendar quarters preceding his death. 'Your committee 
do pots propose to make a change in this definition of a "currently 
iiisured" individual. They do recommend, however, that the defini­
tion of a "fully insured" individual, which is now expressed in terms 
of calendar years, be expressed in terms of calendar quarters instead. 
The definition of a "fully insured" individual suggested by your comn­
mittee is in substance as follows: An individual who has earned at 
least $50 in each of one-half of the calendar quarters elapsing since 
December 31, 1936 (or since he became 21 years of age, if later) and 
the date when he died or became 65 years of age. A minimum of 6 
quarters and a maximum of 40 quarters of such earnings would be 
required. Your committee believe that this change from calendar 
years to calendar quarters in the definitiorn more effectively establishes 
the individual's past participation in insured employment and con­
sequently- eliminates the necessity for a requirement as to aggregate 
earnings as contained in the bill as passed by the House. Your com­
mittee also believe that it warrants a change in the maximum period 
of time in insured employment from 15 years, as in the House bill, to 
40 quarters. 

The change suggested above would not only have the advantage of 
using calendar quarters in defining both a "fully insured" individual 
and a "currently insured" individual but would have two added 
advantages. It would enable a person who had reached age 65 and 
had just missed qualifying to qualify by earning an additional $50 
in a subsequent quarter instead of an additional $2100 in a subsequent 
year. 

It would also permit a smoother progressive increase in the eligibility 
requirements as. the insurance system matures. This is important 
since some progressive increase in the eligibility requirements as the 
insurance system matures is essential in order to make certain that 
the benefits bear a reasonable relationship to contributions a~nd wage 
loss. It is necessary if a social-insurance system is to be adequate to 
pay benefits to those retiring in the early years which are in excess of 
the actuarial value of their contributions since they have not had an 
opportunity to make sufficient contributions in the past. It is also 
obvious that the earnings qualifications cannot be as strict in the 
early years because those reaching retirement age in these years have 
bad ohly a limited opportunity to demonstrate their earnings record 
since the system went into effect. However, as the system grows 
older and the opportunity to establish a contributions and age record 
increases, it is desirable that the contributions and earnings qualifica­
tions also be strengthened in order to make certain that benefits are 
reasonably related to contributions and loss of earnings. 

The change in the definition of a "fully insured" individual in itse'f 
will permit some very low-paid and intermittently employed workers 
to qualify who could not otherwise qualify, but in general it does not 
liberalize to any considerable extent the eligibility requirements con­
tained in the bill as passed by the House. However, the other recom­
mendation of your committee-namely, that the earnings of persons 
age 65 and over in covered employment be counted for both benefit 
and tax purposes beginning January 1, 1939, instead of January 1, 
1940-does greatly increase the number of persons now 65 years of 
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-age who will be able to qualify for benefits in 1940 and subsequent 
years. It is, of course, these individuals who have hlready reached 
age 65 who will be the first to retire, but the present law disregards 
for both benefit and tax purposes all wages earned after age 65, bI-reby 
making it most difficult for these individuals to qualify. The chan6, 
suggested would enable all persons who have reached age 65 prior to 
January 1, 1939, to develop or complete a qualifying wage record 
beginning January 1, 1939, instead of January 1, 1940. It is esti­
mated that the effect of this change would be to enable more than 
twice as many persons to qualify in 1940 as could qualify if the wages 
of persons over 65 years of age were not taken into consideration until 
January 1, 1940. Of course, even without this change many of these 
individuals would qualify in 1941 and subsequent years instead of in 
1940. However, the effect of the change is to increase the amount of 
benefits that will be payable during the 15-year period 1940-54, 
inclusive, by $695,000,000. Table 1 shows the combined effect on 
benefit payments during this period of the time of the changes sug­
gested by your committee. Table 6 shows the progress of the reserve 
after taking into a~ccount these changes. 

INDIVIDUAL EQUITY PRESERVED 

The proposed revision, while maintaining a reasonable relationship 
between past earnings and future benefits, provides proportionately 
greater protection for the low-wage earner and the short-time wage 
earner than for those more favorably situated. But practically every 
worker, regardless of his level of wages or of the length of time during 
which he has contributed, would receive more by way of protection 
than he could have purchased from a private insurance company at 
a cost equal to his own contributions. In other words, the system 
recognizes the principle of individual equity, as well as the principle 
,of social adequacy. It has been possible to incorporate in-the system 
both these aspects of security by utilizing a larger proportion of 
employers' contributions to pay benefits to those retiring in the early 
years and to low-wage earners. This is similar to the procedure which 
is followed in private pension plans which recognize that the employer 
must contribute more liberally in behalf of older workers if they are 
to have sufficient income to retire. 

Table 5 shows that under the tax and benefit plan as recommended 
every worker will receive more in protection for at least the next 40 
years than he could purchase from a private insurance company with 
his own contributions. Even in an extreme case of a single person 
earning $250 per month for the next 45 years, the annuity purchasable 
elsewhere would amount to only 30 cents per month more than the $58 
per month such person would be entitled to under the revised plan. 
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TABELI 5.-Theoretical monthly annuities purchasable with only employee tax and' 
benefits under prresosedplan,for single men entering the 8ystem January1, 1987 1 

Su ted Purchuastablle Sug~ested Purchuasa,'ble,
pla an.uiy plan annuiy 

Level monthly wage of $50 Level monthly wage of $10OG 

Years of coverage:
I----------------------------------------- $20.60 () $25.75
S--------------------21.00 26.25 

la: : 2 00 7 60 $0.41 

402S.00 8.16 35.00 17.4P
45-------------------29.00 10.68 36.25 22.55 

Level monthly wage of $150 Level monthly wage of $250 

3---------------------------------------- $30.90 () $41.20 () 
----------------------------------------- 315 2 42.00 (I

10---------------------------------------- 33.00 $094 44.00 $1.90 
20 ------------------------------ --------- 36.00 6..35 48.00 11.14 
80---------------------------------------- 39.00 14. 77 52.00 25.30 
40 --------------------------------------- 42.00 26.81 56.00 45.46 
45 --------------------------------------- 43.250 34.49 58.00 W3a 

I These calculations are based upon the Standard annuity table, at 3 percent interest. Taxes less 10­
percent allowance for expenses are used for theoretic premiums. Part of the taxes are applied to the 
purchase of a death benefit which is identical with that of the suggested plan, and the remainder of the 
taxes are applied to the purchase of a deferred annuity with no death benefit. 

The following assumptions have been made: 
As regards taxes: A 1-percent tax rate on employer and also on employee through 1942; a 2-percent tax 

rate on each in 1943-45; a 23i-percent tax rate on each In 1946-48; and a 3-percent tax rate on each in 1949 and 
thereafter. 

As regards benefits: Continuous years of coverage from age at entry to age 65, retirement at age 65; Indi­
vidual remalns single for his entire lifetime and does not leave a widow, a child under 18, or a dependent 
parent.

Tae are used up entirely In purchasing the lump-sum death benefit so that no annuity is purchasable. 

FINANCING 

Certain amendments are proposed which affect the financial frame­
work of the old-age insurance system. First, the old-age reserve 
account is changed to a Federal old-age and survivors insurance 
trust fund with the Secretary of the Treasury, the Secretary of Labor,
and the Chairman of the Social Security Board, all ex officio, acting 
as a board of trustees. The board of trustees will supervise thie fund 
and will report to Congress annually and whenever the trust fund 
becomes unduly small or exceeds three times the highest annual 
expenditure anticipated in the ensuing 5-fiscal-year period. The 
Secretary of the Treasury will serve as managing trustee of the fund. 
All assets credited to the reserve account as of January 1, 1940, are 
transferred to the trust fund when the reserve account is abolished 
on that date. It is further proposed that an amount equal to the full 
amount of the old-age insurance taxes collected in the future be 
permanently appropriated to the trust fund. Provision is made 
for the administrative costs of the plan to be met from the trust fund. 

The method of investing that portion of the trust fund not needed 
for current claims or administrative purposes will be like that now 
provided in the case of the unemployment trust fund. Instead of a 

minimum3-percent interest on the investments of the present old-. 
age reserve account, the Federal old-age and survivors insurance 
trust fund, like the unemployment trust fund, will earn interest at 
the current average rate of interest borne by all outstanding interest-
bearing obligations composing the public debt. At the present time. 
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the rate of interest being paid to the unemployment trust fund is 
2%percent.

The present tax schedule is amended so that the current rate of 1 
percent on employers and 1 percent on employees is continued until 
1943. This postponement in the tax step-up will save employers and 
workers about $275,000,000 for 1940 or a total of $825,000,000 for 
the 3 years 1940, 1941, and 1942. However, no change is made in 
the tax schedule thereafter. The rates will still increase to 2 percent 
in 1943, 2%percent in 1946, and 3 percent in 1949 and thereafter. 

The result of the changes from existing law with respect to taxes 
and benefits on the size of the reserve and the amount of the benefit 
payments is shown in table 6. It should be noted that the maximum 
reserve built up in the period shown will be between six and seven 
billion dollars. It should also be noted that the size of the reserve 
will conform closely to the recommendation of the Secretary of the 
Treasury of an "eventual reserve amounting to not, more than three 
imes the highest prospective annual benefits in the ensuing 5 years." 

TABLE 6.-Progress of reserve under the intermediate retirement estimate of benefit 
disbursementswith interest at 232 percent. Tax rate at 2 percent until Jan. 1, 1948,
and thereafterfollowing the present schedule 

[In millions of dollars] 

1940 1941 1942 1943 1944 1945 1990 1955 

Net tax receipts (gross receipts minus admin­
istrative expenses)' ----------- ----------- 501 105 504 919 1,067 1,078 1,751 1,849 

Less benefit payments --------------------- 2 114 298 431 583 667 776 1, 422 1,930 

Net cash receipts to Government ---- 387 207 73 336 490 302 329 -81 
Add Interest at 23i percent------------------ 411 49 54 61 71 812 136 169 

Total addition to fund ----------- 48 25 2 97 471 384 461 88 
Fund at end of year ----------- ----------- 1,871 2, 127 2, 254 2,651 1,122 3,506 6,737 6,871 

I Does not include any adjustment for refunds to employees who receive more than $3,000 in wages from 
covered employment in any one calendar year. 

I Includes estimated 10 million payable in 1940 for lump-sum claims previously incurred. 
NOTE.-The fund at the end of 1939 is estimated to be S1,443,0O0.000. Benefit payments exceed net tax 

reoeiints in 1954. 

It should be clearly understood that the estimates presented are 
subject to a margin of error. Changes in average wages, death rates, 
birth rates the rate of retirement, the proportion of the aged in the 
total popujation, and shifts between insured and uninsured groups 
ma~y result in substantial changes in these figures in the future. It 
is impossible, therefore, to predict accurately the future trends of all 
the factors influencing the long-run aspects of the old-age insurance 
program. The further one projects estimates of future income and 
benefit payments, the greater is the margin of error. Constant study

and frequent revaluations are, therefore, essential for the long-run
financing of our social insurance system. This is one of the reasons 
why the bill provides that the board of trustees make an annual 
report to Congress on the actuarial status of the system; and report 
to Congress whenever the trust fund is unduly small, or exceeds 
three times the highest annual expenditures expected in the next 
5-fiscal-year period.

According to the best expert information available to the committee,
the estimates presented here are reasonable approximations of the 

S. Rept. 734, 76-1-2 
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income and outgo of the insurance plan for the next 15 years. The 
actual figures will no doubt vary -somewhat from those shown in 
table 6. However, the benefit payments shown, although based 
upon an intermediate estimate as regards rate of retirement, probably 
represent maximum amounts payable under the provisions of the 
bill. A serious downswing in business conditions might increase the 
rate of old-age retirement and decrease the estimated amount of tax 
receipts, but such variations would probably not alter the fact that 
the contributions and interest will cover all benefit payments for the 
next 10 to 15 years. It is only when consideration is given to the 
income and outgo of the system for 40 to 45 years, or even more, that 
it becomes quite impossible to predict the future status of the system.

Table 6 shows that the annual contributions from workers and em­
loyers will probably be sufficient until 1955 to meet all the annual 

~enefit payments under the revised plan. If the original actuarial 
assumptions of 1935 prove to be correct, it is possible that benefits 
for all time to come can be financed from the present schedule of taxes 
and the interest from the fund, even with the recommended postpone­
ment of the tax step-up until 1943. However, upon the basis of addi­
tional data developed since 1935, it would appear that the actuarial 
calculations of 1935 represent a minumum estimate of the future costs. 
Therefore, it is possible that the annual cost of the benefits may begin 
to exceed the annual tax collections about 1955 or even somewhat 
sooner. 

Only after experience has been obtained in paying benefits for sev­
eral years will we have a better picture of the probable future develop­
*ihent of the system. Even then continual change will be necessary
in the estimates due to the many variable factors which go into making
such estimates. 

In making the changes in the present plan the committee has kept 
constantly in mind the fact that, while disbursements for benefits are 
relatively small in the early years of the program, far larger total 
disbursements are inevitable in the future. 

The plan provided for in the bill is designed to safeguard workers,
employers, and the general public. In fact, your committee agrees
with the House that the revised plan is a much safer one than the 
present plan. As has already been pointed out, while the annual costs 
under the revised plan are greater in the early years of operation, the 
future annual costs of the benefits when the system reaches maturity 
are materially lower than under the present law and the over-all aver­
age c~ost is kept about the same. Consequently, it is believed that 
there is not the same danger as exists in the present benefit schedule,
the cost of which, while deceptively small in the early years, mounts 
very steeply as the years progress.

Unforeseen contingencies may, however, change the entire operation
of the plan. It is important, therefore, that Congress be kept fully
informed of the probable future obligations being incurred under the 
insurance plan as well as the public-assistance plans. Each generation 
may then meet the situation before it in such manner as it deems best. 

If future annual pay-roll tax collections plus available interest are 
insufficient to meet future annual benefits it will be necessary, in order 
to pay the promised benefits, to increase the pay-roll tax or provide
for the deficiency out of other general taxes, or do both. Broadening
the coverage of the system to bring in those persons now excluded 
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will not only make the system more effective in providing protection 
but also strengthen its actuarial base by still further eliminating the 
possibility of unearned benefits to the worker who moves from u~nm­
sured to insured employment. 

COVERAGE 

Four years ago, when the old-age insurance program was being
planned, it was expected that the act as passed would provide old-age 
security for about half of the gainful workers in the country. It was 
realized, of course, that many workers who might not be insured 
under the act at any one tune would later obtain protection by shifting 
into insured occupations. It was generally supposed, however, that 
the group so shifting would be small compared with the great mass of 
workers, who, throughout their working life, would remain continu­
ously either in the insured category or in the uninsured category.

Operation of the act shows that the extent of migration, temporary 
or permanent, from uninsured to insured employment is far greater 
than was assumed by the President's Committee on Economic 
Security in 1935. As a consequence of the migration, a much larger
proportion of the total population of the United States will qualify 
under the contributory system for old-age benefits than had been 
expected. 

The most important excluded groups are agricultural labor, domestic 
service, and certain nonprofit organizations; here your committee 
agrees with the House that it would be unwise to remove the exemp­
tions from these three groups at the present time. The present bill 
does, however, extend old-age insurance coverage to some 1,100,000 
more workers by removing the exemption of maritime employment, 
wages earned after 65, and certain Federal instrumentalities such as 
national banks and State banks which are members of the Federal 
Reserve System.

In order to eliminate the nuisance of inconsequential tax payments 
the bill excludes certain services performed for fraternal benefit 
societies and other nonprofit institutions exempt from income tax, and 
certain other groups. While the earnings of a substantial number of 
persons are excluded by this recommendation, the total amount of 
earnings involved is undoubtedly very small. No estimate is avail­
able of the number of persons or amount of earnings so excluded. The 
intent of the amendment is to exclude those persons and those organi­
zations in which the employment is part-time or intermittent and the 
total amount of earnings is only nominal, and the payment of the tax 
is inconsequential and a nuisance. The benefit rights built up are 
also inconsequential. Many of those affected, such as students and 
the secretaries of lodges, will have other employment which will enable 
them to develop insurance benefits. This amendment, therefore, 
should simplify the administration for the worker, the employer, and 
the Government. 

Nine other amendments to the coverage provisions are included in 
the bill. They are as follows: 

1. Agriculturallabor.-The present act excludes "agricultural labor" 
from coverage. The bill continues the exemption of agricultural
labor and defines the term so as to clarify its meaning and to extend 
the meaning to certain services which are an integral part of farming
activities. These provisions are explained in detail in a subsequent 
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part of this report, in connection with the definition of "agricultural
labor" as defined in section 209 (1)of the bill. 

2. Exclusion, of payments to employer welfare plan8.-The term 
"wages" is amended so as to exclude from tax payments made by an 

employer on account of a retirement, annuity, sickness, death or 
accident-disability plan, or for medical and hospitalization expenses
in connection with sickness or accident disability. Dismissal wages
which the employer is not legally required to make, and payments
by an employer of the worker's Federal insurance contributions or a 
contribution required of the worker under a State unemployment-.
compensation law are also excluded from tax. This will save employers
time and money but what is more important is that it will eliminate 
any reluctance on the part of the employer to establish such plans
due to the additional tax cost. 

3. Fishing.-Thebill exempts services performed in fishing and cer­
tain related activities, and also an officer or member of the crew of any
sail vessel or any other vessel of less than 400 tons. 

4. Newsboys.-The bill exempts services performed by an individual 
under. the age of 18 in the delivery or distribution of newspapers or 
shopping news, not including delivery or distribution to any point for 
subsequent delivery or distribution. 

5. State employment.-The exemption relating to employment by
State instrumentalities is so defined as to apply only to an ins tru­
mentality wholly owned by the State or political subdivision, or tax 
exempt under the Constitution. 

6. Foreign. governments.-Provision is made for the exemption of 
foreign governments, and their instrumentalities under certain con­
ditions, from the old-age-insurance taxes. 

7. Family employment.-Service performed by an individual for his 
son daghtr, ife orhuband, and service by a child under 21 for 
hisparntisexcude soasto make the old-age-insurance coverage.
idetialhisrepec wthunemployment compensation coverage.n 

8. Iclued xcldedSermiCe8.-The law is changed with respectnd 
to services of an employee performing both included and excluded 
employment for the same employer so that the services which 
predominate in a pay period determine his status with that employer-
for that period.

9. Multiple employment.-The bill provides for a refund without 
interest to employees who earn wages in covered employment in excess 
of $3,000 from more than one employer in any given calendar year.
The claim for refund must be made to the Bureau of Internal Revenue 
of the Treasury Department within 2 years-after the calendar jear in, 
which the wages are paid with respect to which the refund is c aied.­

ADMINISTRATIVE CHANGES 

1. A provision is included requiring employers to furnish employees 
a statement, which they may retain, showing the amount of taxes 
deducted from their wages under the old-age-insurance system.

2. Provision is made for making more equitable the recovery by the 
Federal Government of incorrect payments to individuals. 

3. Provision is made respecting the practice of attorneys and agents
before the Board; 
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4. Detailed provisions have been added relating to rules and regu­
lations, hearings, and decisions with respect to insurance benefits, pro­
cedure for judicial review of the Board's decisions, and delegation of 
authority by the Board. 

5. Provision is made for giving an opportunity for a hearing to a 
wYage earner or interested individual with respect to any entry, omis­
sion, or revision of the Board's wage record within 4 years after the 
year any wages were paid or alleged to be paid, and as to the finality 
of the record. 

6. Subchapter A, chapter 9, of the Internal Revenue Code (formerly
title VIII of the Social Security Act) is given the short title "Federal 
Insurance Contributions Act." 

UNEMPLOYMENT COMPENSATION 

The unemployment compensation and public assistance provisions 
of the Social Security Act constitute the most comprehensive attempt 
yet made to utilize a system of Federal-State cooperation for the solu­
tion of national problems. To promote State action in unemployment
compensation, the Federal law establishes a uniform tax payable by
employers regardless of whether the State in which they operate has 
an unemployment-compensation law; it then permits employers to 
offset (up to 90 percent of their Federal tax) contributions paid by 
them under a State unemployment-compensation law. The act also 
provides that the Federal Government shall make grants to the States 
to cover the entire necessary cost of proper administration of their 
unemployment-compensation laws. 

The House bill relative to unemployment compensation deals with 
certain changes which in no way alter the fundamental Federal-State 
pattern now set forth in the Federal law. Under the present law the 
States are given very wide latitude in determining the way in which 
the State unemploymient-compensation laws should operate. The 
Federal law mer-ely'prescribes a few simple standards. The States 
determine aill such questions as the type of fund, the coverage of the 
law, the eligibility provisions, the waiting period, the amount and 
duration of benefits, the type of administrative agency. They also 
select the personnel and determine the compensation and tenure of 
such personnel.

Though the adjustment of Federal-State relations is at best a diffi­
cult and delicate task, particularly in the field of social legislation,
experience so far in unemployment compensation indicates a large 
measure of success. The present provisions of the Federal law have 
proved completely effective in facilitating the enactment of State 
unemployment compensation laws. These laws and the character of 
their administration have on the whole been reasonably satisfactory.
The inevitable administrative difficulties involved in the inauguration
of any large-scale undertaking were accentuated by the fact that in 22 
jurisdictions unemployment compensation first became payable in 
January 1938, at a time of unexpectedly heavy unemployment. It is, 
therefore, not surprising that a considerable backlog of undisposed
claims accumulated during the early months of benefit payments.
In spite of these difficulties the 31 jurisdictions that had begunpaying 
benefits by the end of 1938 had paid out about $400,000,000 in benefits 
to approximately 3,500,000 unemployed workers. 



22 SOCIAL SECURITY ACT AMENDMENTS OF 1939 

The most pressing problem in unemployment compensation during 
1938 was the improvement and simplification of the State laws. 
Some 30 States have already passed extensive amendments at this 
year's legislative sessions and about 13 other States are still con­
sidering substantial changes-all designed to simplify and improve 
administration for the benefit of the employer, the worker, and the 
Government. Further encouragement is given by the fact that the 
latest figures for 1939 show that practically all States are now cur­
rently disposing of all claims received and have eliminated their back­
log of undisposed claims accumulated during 1938. 

Although all the States, the District of Columbia, Alaska, and 
Hawaii are receiving Federal grants for the administration of their 
unemployment compensation laws and although benefits are now 
being paid in 46 States (in addition to Alaska, Hawaii, and the Dis­
trict of Columbia) the unemployment compensation program is still 
in its infancy. Only 22 States, in addition to the District of Colum­
bia, have had benefit-paying experience for more than 1 complete 
year. In one State benefits have been payable since July 1936, and 
21 others in addition to the District of Columbia began benefit pay­
ments in January 1938. Six more States and the Territories of Alaska 
and Hawaii came in some time during 1938 so that a total of 31 juris­
dictions were paying benefits by the end of 1938; another 16 joined 
the benefit-paying group in January 1939. Not until July of this 
year, when the last 2 States come in, will the Federal-State unem­
ployment compensation program be fully functioning. 

It is estimated that at the end of 1938 approximately 27,600,000 
workers had earned wage credits in some prior period of employ­
ment covered by State laws, and that, at that time, 668,000 employers 
were subject to State laws. More than 38,000,000 benefit checks 
were issued during the year 1938, the average weekly check for total 
unemployment being approximately $11. Data on the operation 
of t~e States paying benefits in 1938 are shown in table 7. Up to 
the end of April 1939, nearly $540,000,000 had been paid out in 
unemployment compensation benefits by the 46 States, the District 
of Columbia, and the 2 Territories which had started to pay benefits 
before that date. (See table 8.) During the month of March 
1939 alone, almost $49,000,000 was paid out in benefits to more than 
1,000,000 workers. 
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TABLE 7.-Number of unemployment compensation claims received and number 

and amount of benefit payments, 1938, by States 

Number of Number of Number of Net amount Avrgchk 
State initial continued check ofbnit Iu- Pail 

claims claims kisue of beneits Totalu- Pat,
received Ireceived iue pad employ- unemploy­

ment ment 

Total for States re­
porting------------- 9,484, 604 45,5111,335 38,075, 791 $393, 785, 709 $10. 93 $5. 39 

Alabama------------------- 201,217 
Arizona--------------------- 130,637 
California------------------ 693, 720 
Connecticut---------------- 354. 735 
District of Columbia ---- 43, 991 
Idaho---.------------------- 18,965 
Indiana -------------------- 225, 806 
Iowa----------------------- 82, 355 
Louisiana------------------ 134, 365 
Maine- -------------------- 126,1302 
Maryland------------------ 288,648 
Massachusetts -------------- 626, 965 
Michigan ------------------ 584, 142 
Minnesota ------------------ 179, 693 
Mississippi----------------- 67, 639 
New Hampshire ------------ 117, 042 
New Mexico----------------- 4,394 

1,100,425 
221, 622 

74,042,705 
2, 900, 743 

395, 020 
77, 710 

81,637, 291 
448, 412 
769, 543 

7818, 375 
1,802,634 
2,512,604 
3, 509, 362 
1, 278, 838 

394, 649 
559, 135 

1,017 

1,163, 327 
161, 623 

2,485,911 
1,216,091

196, 059 
34, 148 

1,460, 610 
280, 239 
554, 212 
566, 558 

1,125,215 
2, 563, 871 
2, 958, 093 

793, 070 
240,231 
324, 246 

1,017 

8,128,100 
1,902,407 

23, 713, 314 
12, 254, 387 
1,672,478 

366, 362 
16, 308,5162

2,5185, 645 
4,007,045 
4, 535, 455 

30,143,569 
27,058,765 
39, 903,051
8, 161, 095 
1,414,216 
2, 731,6870

9,210 

7. 66 
11.79 
9. 72 

10. 59 
8.81 

10. 73 
12. 76 
9. 30 
8. 41 
8. 93 

10. 29 
30. 62 
13. 49 
10. 38 
5. 89 
9.28 
9.520 

4. 77 
(8) 

5. 24 
3. 97 
5.77 
6.153 
6. 99 
5. 69 
6.38 
5.44 
5.98 

(15) 
(Ii) 

5.68 
(15)

4.99 
5.77 

New York----------------- 2, 589, 806 
North Carolina.------------- 400, 445 
Oklahoma------------ ------ 22, 325 
Oregon. ------------------- 188, 320 
Pennsylvani a-------------- 1,090,431 
Rhode Island --------------- 192, 032 
South Carolina--------------14, 410 
Tennessee------------------ 194, 246 
Texas---------------------- 316, 759 
Utah- -- ~---------------_--- 58, 633 
Vermont-------------------- 29, 670 
Virginia-------------------- 148, 933 
West Virginia--------------- 187, 947 
Wisconsin------------------ 280,631 

(12)
3, 445, 529 

21,953 
7 761, 813 

9, 220,871 
1,681,151 

503, 546 
1,906, 481 
1,803, 29 1 

302, 289 
152, 603 

9835, 777 
7 2,617, 094 

1,279,755 

7,417,119
1,140,497

6, 739 
532, 712 

6, 408, 304 
1,049, 584 

112,586 
867, 015 

1,051, 219 
219, 195 

94, 775 
805, 257 

1,2256,577
961, 251 

87, 330,0641
8, 216, 040 

71, 231 
5, 516, 199 

71, 545, 301 
9, 293, 286 

.595, 147 
6, 144, 192 
9, 343, 884 
2,401, 300 

821, 712 
5,635, 688 

12, 065, 373 
9,407,697 

11.97 
6. F9 

10. 57 
11.94 
11 is 

9. 63 
6.71 
7. 27 
9. 22 

11. 37 
9,39 
8.06 

10.83 
10. 54 

(ii) 
4. 55 

ii 9.00 
6. 37 

(Ii) 
5.17 
3.93 
4.18 
5.87 
7.086 
5.07 
4.02 
5.94 
4.71 

1 An initial claim Is a first clairii for benefits in a period of unemployment. In sonie States, "additional" 
claims, which are the claius initiating the second and subsequent spells of unemployment within a benefit 
year, are not included. 

I A continued claim is a claim reported weekly, following the filing of an initial claim, during a period of 
unemployment.

3Not adjusted for returned benefit checks. 
4Adjusted for returned benefit checks. 
No adjustment made for payments for less than the full benefit, rate, such as those representing adjust­

ments, supplementary, and final payment checks. 
8 No benefit payments for partial unemployment.
I January not included. 
I May and June not included. 

January, February, and March not Included. 
55 No provision in State law for payments for partial unemployment. 
ii Payments for partial unemployment not effective until January 1939. 
Is Data not reported. 
53 Only 2 payments made in December 1938, when benefits were first payable. 
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TABLs 8.- Unemployment cornpensationbenefit payments,' January 1988 to April 
1989, by States 

Cumulative Nobeft 
state Date benefits net benefit Net benefit etybenetst

fistpaabe payments payments, pnarymetsofithaybe srough 1938 Anuryl to3April 1939 Arl13 

Total, all States --------------- ------------------ $539, 955,206 $393, 785, 709 $140, 169,497 

Alabama---------------------------- January 1938--- 9,572,935 8,128,100 1,444,835
Alaska ----------------------------- January 1939 ----. 119,875----------------- 119,875
Arizona----------------------------- January 1938 ----. 2, 473, 670 1,902,407 571, 263
Arkansas---------------------------- January 1939 ----.. 590, 752----------------- 8590,752
,California -------------------------- January 1938..---- 36, 926,897 23,715, 3.54 13, 211,543
Colorado---------------------------- January 1939.. 1,270,341---------------- 31,270, 341
Connecticut------------------------- January 1938 ---- ~ 14, 389,338 12,254, 387 2,114,951
Delaware --------------------------- January 1939.. 279, 803----------------- 279,803
District of Columbia------------------JTanuary 1938.---- 2,311,024 1, 672,478 63854
Florida ----------------------------- January 1939..---- 381, 760----------------- 381,760
Georgia ----------------------------- -- d---do----------- 844,956----------------- 8944,950
Hawaii ---------------------------- ----- do------ 33,526----------------- 33,526
Idaho ------------------------------ September 1938-. 1,543, 580 386, 362 1,477,218
Illinois ----------------------------- July1939----------------------------­
Indiana----------------------------- April 1938--------- 21,003,678 16,303, 562 4,898, 113
Iowa ------------------------------- July 1938 ---- 5,454,826 2,585,8648 2,869,177
Kansas ----------------------------- January 1939.-- 1,085,589---------------- 1,085,389
Kentucky-------------------------- ----- do------------- 1,648,490----------------- 1, 648, 400
Louisiana--------------------------- January 1938 ---- 6, 334,070 4,007,049 2,327,021
Maine----------------------------- -----do------------- 5,888,341 4,535,455 1,352, 886
Maryland ------------------------- ----- do------------ 12, 389,629 10, 143, 809 2, 245, 820
Massachusetts---------------------- -----do------------ 33, 640,448 27,008, 765 6, 541,683
Michigan --------------------------- July 1938---------- 51,015,048 39,903,051 11,151,997
Minnesota -------------------------- January 1938 -- 12,217, 028 8, 161, 096 4,055,933

Mississippif ------------------------- April 1938---- 2,078,548 1,414,216 664,382
Missouri---------------------------- January 1939---- 1,616,578---------------- 1,616,878
Montana---------------------------- July 1939.........................................--------­
Nebraska--------------------------- January 1939 ---- 659, 768----------------- 659,768
Nevada------------------------------ -d----do ---------- 243,982----------------- 243,982
New Hampsbire--------------------- January 1038 -- 3,251,038 2,731,870 519, 166
New Jersey---------------i---------- January 1939 ---- 5,900, 041---------------- 5,900,041
New Mexico ------------------------ December 1938-- 463,290 9,210 454,080
New York -------------------------- January 1938--- 114, 54, 704 87,330,641 27,218,083
North Carolina--------------------- -----do------------310,086,978 8,216,040 1,840,938
North Dakota ----------------------- JTanuary 1939 ---- 351,497----------------- 251,407
Ohio-------------------------------- -- d---do----------50,783,475-------------- 56,753,475
Oklahoma -------------------------- December 1938..- 2,109,334 71,231- 2,038,103
Oregon ----------------------------- January 1938 .... ~ 8,026,725 5,915, 399 2,110,326
Pennsylvania ---------------------- ----- do------------ 89,759,617 71, 545, 301 15,214,316
Rhode Island----------------------- -----do------------ 10,808,637 9,293, 286 1,603,351
South Carolina ---------------------- July 1938----- 1,388,380 595, 147 793,233
South Dakota ----------------------- January 1939 ----. 216,894----------------- 216,894
Tennessee--------------------------- January 1938--- 7,651, 722 6, 144, 192 1,507, 830 
Texas ----------------------------- -----do------------ 13, 356,029 9,343,884 4,012, 145Utah-------------------------------- -- d---do---------- 3, 185, 815 2, 461,303 724, 515 
Vermont ---------------------------- -- d---do---------- 1,086,207 821, 712 264,495
Virginia ----------------------------- -- d---do---------- 7,276,865 5,635, 658 1,6141,177
Washington ------------------------- January 1939..----.. 2,6822, 418---------------- 2,622, 418
West Virginia ----------------------- January 1938 -- 13, 446,408 12, 065, 373 1,381,035
Wisconsin--------------------------- July 1936---------'110,888,157 9,407,697 1,460,460
Wyoming--------------------------- January 1939--- 514,589----------------- 514,589 

I	Adjusted for returned and voided benefit checks.
 
Does not include $2,146,827 paid prior to January 1938.
 

As of April 30, 1939, a total of $1,270,370,000 was available for 
benefits in all the States (see table 9). This sum represents the total 
of moneys deposited in the unemployment trust fund, held by the 
States pending deposit, and withdrawn by the States pending benefit 

paymnt.Of 	 ws aailble for benefits hisamont,$1,18,10,00 
in tosejuridicionsactall payng enefts. Thereserves at this 
timewoud225000000les ifallStaes ad started theabutb 
paymntf bnefts Jauar Snceove haf the States didi 198. 
not egi pamen untl lter thir rseres erebuit up at a faster 
ratetha orginlly ntiipaed. Thisis vidnt rom the fact that 

inte States whcddpybenefits in 1938, about 82 cents were paid
out in benefits fo eahdlar collected in contributions for the same 
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year. Benefit payments would have been increased further, and the 
available reserves reduced to the same extent, if the system had been 
in operation for several years so that workers could have built up 
larger wage records. 

TAB3LE 9.-Fund8 available for unemployment compensation benefits as of Apr. 80, 
1939 

Fundfr ovailahle as of
State: Apr. 80, 1989 

Total, all States ---------------------------------- $1, 270, 371, 000 

Alabama --------------------------------------------
Alaska-----------------------------------------------
Arizona---------------------------------------------
Arkansas--------------------------------------------
California ------------------------------------------
Colorado--------------------------------------------
Connecticut -----------------------------------------
Delaware--------------------------------------------
District of Columbia ----------------------------------
Florida ---------------------------------------------
Georgia---------------------------------------------
Hawaii----------------------------------------------
Idaho-----------------------------------------------
Illinois---------------------------------------------
Indiana --------------------------------------------
Iowa -----------------------------------------------
Kansas ---------------------------------------------
Kentucky-------------------------------------------
Louisiana -------------------------------------------
Maine-----------------------------------------------
Maryland-------------------------------------------
Massachusetts---------------------------------------
Michigan -------------------------------------------
Minnesota-------------------------------------------
Mississippi-------------------------------------------
Missouri --------------------------------------------
Montana--------------------------------------------
Nebraska--------------------------------------------
Nevada ---------------------------------------------
New Hampshire --------------------------------------
New Jersey------------------------------------------
New Mexico -----------------------------------------
New York ------------------------------------------
North Carolina---------------------------------------
North Dakota----------------------------------------
Ohio-----------------------------------------------
Oklahoma-------------------------------------------
Oregon----------------------------------------------
PennsylVania----------------------------------------
Rhode Island ----------------------------------------
South Carolina ---------------------------------------
South Dakota ----------------------------------------
Tennessee-------------------------------------------
Texas ----------------------------------------------
Utah -----------------------------------------------
Vermont --------------------------------------------
Virginia --------------------------------------------
Washington------------------------------------------
West Virginia ----------------------------------------
Wisconsin-------------------------------------------
Wyoming--------------------------------------------

I Benefits become payable July 1939.
 
'As of end ofDecember 1937. Benefits first payable July:1938.
 

58,923, 000 
917,000 

2, 298, 000 
6,042,000 

121,480,000 
9, 771, 000 

20, 819, 000 
4, 510, 000 
12, 674, 000 
12, 135, 000 
17, 729, 000 
3, 917,000 
2,466;000 

146, 112, 000 
27,110,000 
11,259,000 
11,645,000 
21, 297, 000 
13, 986, 000 

2,884,000 
12, 662, 000 
59, 282, 000 
47, 509, 000 
16, 667, 000 
3, 598, 000 

40, 390, 000 
6,138, 000 
8, 297, 000 
1, 670, 000 
4, 888, 000 

77, 276, 000 
2, 624, 000 

154, 082, 000 
13, 174, 000 
2, 001, 000 

109,814,000 
12, 729, 000 
6,177,000 

76, 429, 000 
7, 181, 000 
8, 686, 000 
2,269,000 

10, 449, 000 
36, 651, 000 
2,841,000 
2, 281, 000 

13, 325, 000 
19, 726, 000 
9, 271, 000 

41, 789, 000 
2, 520, 000 
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However, while the reserve funds of most States are in a stronger 
position at the present time than when benefit payments were first 
begun, this is not true for all States. There were 13 States in which 
benefit payments during 1938 were equal to or in excess of the amounts 
collected in contributions from the date benefits were first payable.
In one State the benefits paid out were nearly three times the contri­
butions collected during the period benefits were paid. 

The year 1938 was a year of substantial unemployment and most 
States are now rebuilding their reserve funds for future ~bonefit pay­
ments. Yet, the uneven character of unemployment is shown by the 
fact that three States paid out benefits during the first 3 months of 
1939 in excess of the contributions collected. 

Economic resources and unemployment are not of equal magnitude
in all the States. Different problems and varying standards are, 
therefore, to be expected in the various State unemployment com­
pensation systems. While benefit standards in all States are still not 
fully adequate to meet the problem of unempldyment, those in some 
States are more inadequate than in others. At the same time, some 
States have accumulated considerable reserves and there is demand 
from these States for a reduction in the unemployment-compensation 
contributions. Caution must be exercised, however, in attempting 
to remedy these inadequacies and inequalities before sufficient experi­
ence is acquired. The Federal-State program of unemployment
compensation is the only existing permanent Federal program aimed 
at meeting part of the unemployment problem. Consequently, it 
must not be viewed as temporary legislation. Proposed changes in 
the unemployment-compensation program must be tested in terms 
of both present need and future justification.

Your committee have eluiminated from the bill certain amendments 
to the unemployment-insurance provisions wbich were contained in 
the House bill. In general, the two amendments which have been 
deleted by your committee are as follows: 

1. The provision requiring that States shall collect an average of 
2.7 percent of pay rolls; and 

2. The State-wide reduction plan allowing States to reduce con­
tributions if they meet certain minimum reserve and benefit standards. 

Your committee have not included these two pro-visions in the bill 
after hearing from the administrators of several State unemployment-
compensation agencies who opposed these two provisions in the House 
bill. Your committee feel that there has not been enough time to 
develop sufficient experience in the field of unemployment compensa­
tion upon which to base an intelligent decision with respect to a 
reduction in the contribution rates or the insertion of minimum benefit 
*standards at this particular time. 

In view of this fact your conmnittee feel that the wisest pollcy is to 
continue the present provisions with respect to unemployment
insurance until such time as a thorough study of the benefit experience
of the various States will yield practical results. 

The bill contains, however, certain amendments designed to sim­
plify administration for employers and the Government and to 
clarify certain technical aspects of the present act. 

Employers will save an aggregate amount of about 15 million 
dollars by virtue of the provision grainting relief to those employers 
who paid their State unemployment-compensation contributions for 
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the years 1936, 1937, and 1938 too late to qualify for the Federal credit. 
Employers who pay their delinquent taxes for these years before the 
sixtieth day after the enactment of these amendments would receive 
full credit against their Federal taxes for 1936, 1937, and 1938. 
Further the provisions as to loss of credit on account of future delin­
quency would be relaxed by (1) increasing from 60 to 90 days the 
maximum period for which the Commissioner of Internal Revenue is 
permitted to grant an extension for the filing of Federal tax returns, 
and (2) by providing that employers who pay their taxes after January 
31 but before July 1 next following the close of the taxable year would 
lose only 10 percent of their allowable credit. 

Another of the amendments would result in a saving to employers 
as well as in considerable simplification of reporting procedures. 
This is the amendment to limit unemployment-compensation taxes to 
the first $3,000 of annual wages. Such a limitation already exists in 
the case of old-age insurance and there are distinct advantages to 
providing a uniform tax base for both programs. It is estimated that 
this new limitation would result in a saving to employers of about 
$65,000,000 a year.

Again in the interests of simplification and uniform reporting, the 
present bill proposes to change the tax base for unemployment com­
pensation from "wages payable" to the "wages paid" definition used 
mn old-age insurance. 

Many of the same changes in coverage are provided in this bill with 
respect to unemployment compensation as have already been discussed 
under old-age insurance. The cases involving ~taxes of small conse­
quence, which would be exempt under old-age insurance, would also 
be exempt from the Federal Unemployment Tax Act. The agricul­
tural-labor exemption is defined and extended as in old-age insurance. 
The bill proposes to extend coverage to one of the groups now excluded, 
namely, employees of certain Federal instrumentalities such as 
national banks, and State bank members of the Federal Reserve 
System. This amendment would bring about 200,000 additional 
persons under the unemployment-compensation program, provided 
the States amend their laws accordingly. 

Provision is made in section 902 (h) of the bill granting relief to 
taxpayers and States in those cases in which the highest court of a 
State has held contributions paid under the State unemployment com­
pensation law for 1936 or 1937 not to have been validly required under 
such law. This provision is to take care of the situation in North Caro­
lina where the State supreme court recently held that the provisions of 
the State law requlring contributions for 1936 were invalid because 
they were retroactive. The effect of the proposed amendment is to 
enable North Carolina to keep about $3,000,000 in its reserve fund 
for use in the payment of unemployment compensation benefits. 

Other changes affecting unemployment compensation are: 
1. Authorization is given to the States to make their unemployment-

compensation laws applicable to services performed on land or prem­
ises owned, held, or possessed by the United States Government, such 
as services performed as employees of hotels in national parks. Con­
gress has already enacted a statute giving the States authority to 
apply their workmen's compensation law" to such employees. 

2. The language excluding State instrumentalities is defined as in 
old-age insurance so that the exemption applies only to an instru­
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mentality wholly owned by the State or political subdivision, as well 
Asths n axmt from tax under the Constitution. 
3. Ainodage insurance, the definition of "wages"~ is amended so 

as to exclude from tax the payments made by an employer on account 
of a retirement annuity, sickness, death, or accident-disability plan, or 
for medical or hospitalization expense in connection with sickness or 
accident disability. Dismissal wages, which the employer is not 
legally required to pay, and payments by an employer of the worker's,
Federal insurance contributions, or a contribution required of the, 
worker under a State unemployment-compensation law are also 
excluded from tax. 

4. Provision is made, as in old-age insurance, for the exemption of 
foreign governments and their instrumentalities from the unemploy­
ment-compensation tax. 

5. Provision is made for the exemption of services performed by 
an individual for a person as an insurance agent or as an insurance 
solicitor, if all such services performed by such individual for such 
person are performed for remuneration solely by way of commission. 

6. Provision is made for the exemption of services performed by 
an individual under the age of 18 in the delivery or distribution 
of newspapers or shopping news, not including delivery or distribution 
to any point for subsequent delivery or distribution. 

7. The law is changed with respect to services of an employee per­
forming both included and excluded employment for the same em­
ployer so that the services which predominate in a pay period deter­
mine his status with that employer for the period. The same provi­
sion is made in connection with old-age insurance. 

8. The "merit rating"~or "individual employer experience rating"
provisions are clarified. 

9. A provision has been inserted requiring the State laws to provide
for the expenditure of Federal grants for the administration of their 
unemployment compensation laws in accordance with the Federal act 
and requiring the replacement of any moneys lost or expended for 
other purposes.

10. Extension of time is given for the allowance of credit against the 
Federal tax in cases where the employer has paid his State tax on time 
but has paid it to the wrong State. 

1 1. The time is also extended in those cases where taxpayer's assets 
are in the custody or control of a receiver, trustee, or other fiduciary
under the control of a court. 

12. The "tax on employers of eight or more" now contained in 
subchapter C of chapter 9 of the Internal Revenue Code (formerly
title IX of the Social Security Act) is given the short title "Federal 
Unemployment Tax Act." 

PUBLIc ASSISTANCE 

The bill contains several amendments designed to liberalize and 
clarify existing Federal provisions concerning public assistance and to 
simplify the administration of the State plans. No fundamental 
change in Federal-State relations is proposed.

Increase in grantsjorold-age assistance.-Under the present law the 
Federal Government reimburses the States for 60 percent of their 
assistance payments to the needy aged up to a maximum of $30 a 
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month for each person aided. This means that the Federal Govern­
ment does not pay more than $15 toward the assistance provided any
aged person in any month. The bill increases the $30 limit to $40 
so that the maximum Federal grant per aged person is increased from 
$15 to $0prmnh Thsaedment will allow the States to 
liberalie tergattondyged persons if they so desire. The 
cost of thscag oteFdrlGovernment will depend upon the 
extent towihteSae aeavantage of the new proposal.

Liberalizationof aid to dependen children.--At the present time the 
Federal Government contributes only one-third of the payments
made by the States to dependent children as against one-half in the 
case of the aged and the blind. As a result, there are still eight 
States in addition to Alaska which are not participating 'in this pro­
gram, aind in many of the States that are participating, the leve Of 
assistance for dependent children is lower than that for the aged and 
the blind. The eight States are Connecticut, Illinois, Iowa, Ken­
tucky, Mississippi, Nevada, South Dakota, and Texas. The average 
amount of aid per dependent child is about $13.50 per month com­
pared with $19.50 for old-age assistance and $23.25 for blind persons.

The rapid expansion of the program for aid to dependent children 
in the country as a whole since 1935 stands in marked contrast to 
the relatively stable picture of mothers' aid in the preceding 4-year 
period from 1932 through 1935. The extension of the program during
the last 3 years is due to Federal contributions which encouraged
the matching of State and local funds. Furthermore, many States 
have liberalized their laws by adopting a broader definition of the 
term "dependent child," by liberalizing the amounts that may be 
granted to needed cases, and by relaxing requirements relating to 
residence. At the close of 1935, aid was received by 117,000 families 
in behalf of 286,000 children. In May 1939 payment for aid to 
dependent children was being made to about 695,000 children in 
287,000 families under plans approved by the Social Security Board. 
During the calendar year 1938 nearly $95,000,000 was spent by the 
Federal, State, and local governments for aid to dependent chldrene 
under plans approved by the Board. The number of old people now 
being aided through Federal grants is nearly three times as large as 
the number of dependent children being aided. But the actual 
number of dependent children in need of assistance is probably fully 
as large as the number of needy aged now receiving assistance. 

The bill makes three changes, effective January 1, 1940, designed to 
expand aid to dependent children. They are as follows: 

1. The Federal matching is increased from one-third to one-half. 
This will enable the States to give aid to many additional needy
children. There are at the present time about 165,000 children in 
71,000 families who have ifiled applications in the States for aid and 
many more who will be eligible for aid when these additional funds 
become available. 

2. The age limit for Federal grants is raised from 16 to 18 if the 
State agency finds that the child is regularly attending school. This 
will enable most children to finish high school. Six States already
provide aid to children up to the age of 18 and six additional States 
have the necessary legislation to take advantage of this amendment 
immediately. It is estimated that about 100,000 additional children 
mayr obtain aid by virtue of this change, provided all States amend 
their laws accordingly. 
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It is estimated that the present State programs, when amended in 
accordance with the provisions of this bill will enable the States to 
provide monthly benefits for at least 1,000,000 dependent children or 
over 300,000 more children than are being aided at the present time. 

3. The present Federal matching limit of $18 per month for the 
first child and $12 per month for each child thereafter is liberalized 
so that the Federal Government k$ill pay one-half on all up to an aver­
age of $18 per child per month for the State as a whole. The change
suggested by your committee of matching the expenditures for aid 
to dependent children on the basis of an average of $18 per child per 
month instead of on the basis of a maximum of $18 if there is only 
one dependent child in a home and $12 for each additional child has 
the effect of enablirng the States to grant more adequate assistance 
to small families. The typical situation is that a dependent widow 
as well as a child must be supported by the grant that is mnade for the 
care of the child. The result of the present maximum limitations has 
been that far less adequate assistance has been granted to these small 
families. 

The additional cost to the Federal Government of these three amend­
ments is difficult to estimate due to the fact that the amendments are 
effective only at such time and to the extent that the States match 
the Federal funds. The additional costs of these amendments for 
assistance to children is estimated at about $30,000,000 to $60,000,000 
per year. Some of the additional cost will be offset in future years 
because of the widows' and orphans' benefits provided under the 
insurance plan. In any case, our obligation to provide care for the 
children of today who will be the parents of the next generation is one 
which must be met. The amendments reccmmended to both the 
insurance and the assistance titles are part of a common program to 
promote the security of the family and the home. 

Administrative amendments.-The bill provides that after January 1, 
1940, all approved plans for and to the needy aged, blind, and depend­
ent children must include methods relating to the establishment and 
maintenance of personnel standards on a merit basis. Identical pro­
visions were also inserted in title V of the act with respect to the ma­
ternal and child-health provisions and services for crippled children. 

The bill alters the method by which the Federal Government shall 
settle with the States whose laws provide for a recovery from recipients 
or the estates of recipients of old-age assistance. At present these 
States must actually draw a check to reimburse the Federal Govern­
ment for its share of any amount so recovered. The new plan pro­
vides adjustment in the amount of the Federal grant, on account of 
the Federal pro rata share of any amount so recovered by the State. 
Any amount which the State spends on funeral expenses (in the case 
of aged or blind recipients) is considered in making the adjustment.
The new plan of Federal-State settlement is applicable in all three 
assistance programs, whereas existing law affects only old-age assist­
ance. 

The purpose of all three assistance programs is further clarified by 
inserting the word "needy" in thA~definitions of those who may re­
ceive old-age assistance, aid to the blind, or aid to dependent cbil­
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dren. A closely related clarifying amendment is applied to all three 
assistance titles and provides that the States, in determining need, 
must consider any other income anct resources of individuals claimin 
assistance. 

The only other important amendment affecting the public-assist­
ance titles is one which requires that the States, in order to receive 
Federal grants, must provide safeguards to restrict the use or disclosure 
of information concerning applicants and recipients to purposes 
directly connected with the administration of the plan. All three 
assistance titles would be thus amended, the obvious purpose being 
to insure efficient administration and to protect recipients from humnil­
iation and exploitation. 

MATERNAL AND CHILD HEALTH SERVICES AND SERVICES FORd CRIPPLED 

CHILDREN 

It has been fully demonstrated in testimony presented to this com­
mittee that there is urgent need for increased authorizations for ma­
ternal and child health and crippled children's services under title V, 
parts 1 and 2, of the Social Security Act. The chairman of the sub­
committee of the Committee on Education and Labor, which has been 
holding hearings on the Wagner national health bill (S. 1620), stated 
to this committee that testimony presented at the hearings had con­
vinced him of the need for immediate expansion of these programs. 

In her testimony before this committee, Dr. Martha M. Eliot, As­
sistant Chief of the Children's Bureau, stated that of the 32 State 
plans for maternal and child health services for the fiscal year 1940 
already reviewed, 26 showed immediate need for carrying forward 
programs already initiated in a total sum of over $7,000,000. The 
estimate is based largely on a known need to provide additional 
medical and nursing services in maternity and child health clinics and 
in the homes. 

With reference to the crippled children's program she stated that 
over 14,500 children at this very time are on the waiting lists of the 
official State agencies, awaiting hospital care and that nearly 13,000 
of these are now awaiting care because of lack of funds. To provide 
care for children now on the waiting lists would cost at least $3,000,000 
in addition to present resources. The following table 10 shows the 
distribution by States of these children awaiting care. 
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TABLFI lo.-Number of crippled children on waiting list. of State agencies as Of 
May 16, 1989 

Due to Due to Due to 
State lack Of lack of other Total 

funds beds reasons 

Alabama-------------------------------------------- 3,189------------- ------------ 3,189 
Alaska----------------------------------------------- 55 ----------- -- :------:_5Arizona------------------------------------------- 7------79------------ --------- ---79
Arkansas ------- ----------------------------------- 25 ------------ 25623--- ------------
California-------------------------------------------- 199-------------- ------------ 199Cblorar'10 ------------------------------------------ 0---- ------------ 600 ------------
,Connecticut---------------------------------------- ------------ ------------ 0 80 s 
Delaware ------------------------------------------- ------------ 2-------2
District of Columbia --------------------------------- ------------ 17 ------- 17
Florida -------------------------------------------- 3831--- ------------ ------------ 315
Georga----------------------------625 75 ------- 700Hawa ------------------------ ---------:---------- ------------ ------------ 181

Idh------------------------91------------------- --------- 91Idainoi------ ------------------------------------ 30---91------------ ------------ 30
Illnoias------------------------------------------ - 30 ------------ - -206 ---- 200 
Indiaa ------],0-------------------------1,----------0 ------ 200 
Kansas ---------------------------------------------- ------ ------------- 100 100 
Kentucky--------- --------------------------------- 2,00------------ ------------ 2,000 
Louisiana--------------------------------7---------- ------------ 20------------ 20Maine-------------------------------------------------- ----- 2 2 
Maryland. .-------------------------- -------- 29 29 
Massashusetts--------------------------- --- ---------I -------- 8----------­
Michigan ------------------------------------- ----- 0---- ------------ ------------ 0
Minnesota ------------------------------------------- 23 49 ------ 72 
Mississi]PPi ------------------------------------------ 339---------- ------------ 39
Missouri ------------------------------------------- 2O------------ ------------ 20
Montana-------------------------------------- ------------- ------------ 6
Nebraska -------------------------------------------- 25 35 ------- 0
Nevada---------------------------------------------- 24---------- ------------ 2
New Hampshire-------------------------------------- 20---------- ------------ 2
New Jersey-----------------------------------------0---- ------------ ------------ 0 
New Mexico--------------------------------------------- 20 ------------ 230New York -------------------------------------------- 2---------- ------------ ------ 2 
North Carolina------------------------------------ 39------- ------------ -------- 39737 
North Dakota-------------------------------------0-------- ------------ --- ----- a
Ohio---------------------------------------75-------------------70-------- 750
Oklahoma------------------------------------------ ------------ 10 200
Oregon ----------------------------------------------- ------------ ------ 605 65
Pennsylvania---------------- ------------------------ 300 100 ------ 400
Rhode Island---------------------------------------1----14 ------------ ------------ 14 
South Carolina --------------------------------------- 269-------------- ------------ 259
South Dakota 18-------------- 18010---------
Tennessee ------------- --- 20 i-----------------21225
Texas ----------------- 82------------
Utah------------------------------------------------ 325-------------- ------------ 325
Vermont -------------------------------------------------------- 76 ------ 76
Virginia --------------------------------------------- 130-------------- ------------ 130
Washington-----------------------------------------8--- 5 ------------ ------------ 65 
West Virginia--------------------------------------- ------------------- 25 25 
Wisconsin-----------------------------------49--------------------ii 9 
Wyoming -------------------------------------- ------------ ----------- 00 

Total----------------------------------------- 12,918 1,253 402 14,573 

In addition to children now on the waiting lists there are large
numbers of children crippled from heart disease who should be brought
within the program. The cost of caring for these children in hospitals 
or convalescent homes is great and the period of treatment is pro­
longed. It is estimated on the other hand that if proper and early 
care is given to these children probably 60 percent can be restored to 
normal existence. 

The sums of money included in the amendment to title V, parts
1 and 2, would provide for expansion of the present programs on the 
basis of urgent immediate need and for demonstration of methods of 
providing medical care in maternity and childhood. Full provisions
for meeting the needs of mothers and children for health and medical 
services would still await action on a comprehensive national health 
program. 
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The increase in the authorization for maternity and child-health 
services under title V, part 1, would provide $1,020,000 to be added 
to the sum which must be matched by the States (sec. 502 (a)), and 
$1,000,000 to the fund allotted according to the financial need of each 
State for assistance in carrying out its State plan (502 (b)), for which 
there are no matching requirements. 

The increase in authorization under title A", part 2, for services to 
crippled children is in the amount of $1,020,000 to be allotted to the 
States according to the financial need of each State for assistance in 
carrying out its State plan, a provision comparable with that for 
maternity and child-health services in section 502( b), for which there 
are no matching requirements. It was shown in testimony before the 
committee that prompt, effective service in meeting emergency condi­
tions such as infantile-paralysis epidemics could not be given unless 
part of the appropriation was available for grants to the States on the 
basis of need without matching requirements. 

Tables 11 and 12 showing a comparison of the distribution of funds 
for maternal and child health services and services for crippled chil­
dren for the fiscal year 1939 and tentative distributions uinder proposed 
amendments to title V, parts 1 and 2, of the Social Security Act are 
as follows: 

TABLE 11.-Distribution of funds for maternal and ch'ild heal.th1 services for fiscal 
year 1989 and tentative distribution under proposed amcredmcrdfs to titi' V, Pt. 1, 
of the Social Security Art 

Present (fiscal year 1939) Proposed (tentative distribution) 

State or Territory Total, fund Total, fund 
4 

A and FundA I FundB 2 A and Fund A Fund B 2
fund B fund B 

Total ------------- $3 800, 000.00 $2,820, 000. 00 $980,000.00 $3, 820,000. 00 5 $3,820,000.00 $1,980, 000. 00 

Alabama-----------------3105,834.92 70, 206. 53 33, 648.39 149, 942.44 97,946.14 31, 996.30
 
Alaska ------------------- 34, 789.28 21, 074. 53 13, 714. 43 47, 616.2 21,628.22 25,988.30
 
Arizona------------------356, 732.70 27, 971. 61 28,781.09 71,363.43 33,276.31 38, 089. 14
 
Arkansa~s-----------------68, 468.08 47, 994.539 20, 473. 49 102, 024. 22 64,5378. 24 38, 043. 98
 
California---------------- 103, 293.14 90,3572. 78 12, 722. 36 170, 286. 27 139, 213.353 31,083.04
 
Colorado ----------------- 4, 833.72 33, 265.91 19,389.81 80,029.81 44,809.26 3!, 217.335
 
Connecticut -------------- 48, 734. 90 38,9563. 96 10,171. )0 28,282.60 48. 812. 14 8, 470. 66
 
Delaware.................30, 764.33 23, 273.350 7,488. 83 36, 190. 32 23,309.67 10, 690. 65
 
District of Colunmbia--- 34,014.08 29, 774. 72 24, 239. 36 31,389. 29 33,61.534 iS, 783. 75 
Florida...................76, 333.20 43,463.352 32, 807. 77 83,989.72 37,330.30 38, 639.42 
Georg]a----------126,363.10 71, 404.36 34, 870. 74 164, 723.64 101,643. 72 03,679.92 
Hawaii ------------------- 33,800.41 27, 680. 13 8,210.28 47,431.73 30, 836. 10 16,3595.63 

Idaho -------------------- 43, 490.92 28,538.68 14,912.24 58,020. 86 33, 118. 17 24,9002.69 
Mlinoi..........123, 967.351 313,677.51 10,200.00 173,317.79 165,847.13 9, 470.66 
Indiana------------------ 72,039.42 63, 127. 10 6,9832. 32 104, 789. 78 00,937. 54 13,832.24 
Iowa..................... 63, 900.42 33,673.91 8,226.31 92,040.39 71,268.46 18,771.93 
Kansas...................68,818.89 43, 053.16 23,763.71 78,816.19 37,100.00 21,716.33 
Kentucky ---------------- 101,154. 46 66,383.60 34,570.80 119,747.36 91,033.70 20,693.66 
Louisiana ----------------- 98,5883.36 36,603.43 41,981.93 129,948.34 78,203.74 31,744.60 
Maine....................43,600.20 32,779.64 12,910.356 69,312.17 39,288.22 30,023.93 
Maryland................62, 165. 311 42, 203. 27 19,960. 24 72, 238. 69 53, 093.551 17, 145. 14 
M~assachusetts ------------ 78, 650.911 71,332.78 7, 118. 13 113. 497. 47~ 98,164.291 11,303.18 
Michigan................ 104,3359.533 93,850.78 10,708.73 150,063.401 133,809.061 14,254.34 
Minnesota................69, 467.411 39,733.61 9,733.80 99,087.071 80, 771.961 18, 313. 11 

1 Uniform apportionment of $20,000 to each State and apportionment of $1,800,000 on basis of ratio of live 
births in State to total live births. 

2Allotment according to financial need for assistance in carrying out State plan, after number of live 
births is taken into consideration. 

3Uniform apportionment of $20,000 to each State and apportionment of $2,800,000 on basis of ratio of 
live births in State to total live births. 

ISubject to modification on basis of States' needs for financial assistance as shown in State plans to be 
submitted. Conditional distribution of $1,483,000 made as follows: $482,624.73, uniform grant; $334,123.27. 
sparsity of population: $334,125, excess infant mortality; $314,125, excess maternal mortality. 

Including $20,000 uniform allotment to Puerto Rico under see. 302 (a). Distribution of amounts to 
States on basis of number of live births is tentative since it does not include proportionate amount for 
Puerto Rico. 

S. Rept. 734, 76-1-3 
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TABLE 11.-Dietribution of funds for maternal and child health services for fiscal 
year 1939 and tertative distributionunder proposed amendments to title V, pt. 1, 
of the Social Security Act-Contnued. 

Present (fiscal year 1939) Proposed (tentative distribution) 

State or Territory Total, fund Total, fund 
A and Fund A Fund B A and Fund A Fund B 

fund B fuind B 

Mississippi------------- $96,010.50 $61,295. 37 $34, 715.13 $137,164.27 $85,907.13 $51,257.14 
Missouri---------------- 84, W.5.42 66,698.86 17,966.56 125, 731.00 92,050. 64 253,680.38 
Montana --------------- 51,107.08 28,685.67 22,421.41 58,355.03 12,965.09 25,389.94
Nebraska--------------- 51,906.95 39, 875.17 12, 031. 78 69,993.34 48, 174.652 21,818.82 
Nevada----------------- 50,551.60 21,185.10 29,366.80 48,720.00 22,203. 85 26, 516.15 
New Hampshire--------- 36, 431. 20 26, 413. 20 10,018.00 44,505. 32 29, 656. 78 14,848. 54 
New Jersey ------------- 78,429. 23 64, 919. 23 13,470.00 98, 555.82 89, 085. 16 9,470. 66 
New Mexico............-72, 351. 10 30, 779.43 41,571.67 79,669. 56 37, 105.66 42,163.90 
New York-------------- 172, 391.00 172,391.00------------_ 267,326. 58 254, 684.80 12,641. 78 
North Carolina --------- 114, 829. 18 83,624. 24 31, 204.94 172, 198.65 12, 046. 77 52, 151.588 
North Dakota........... 43,827.65 31, 333.97 12,493.66 61,838.87 35,987. 50 25,811.37
Ohio------------------- 116,858.62 106,608.71 10,249.91 183,817.46 110,098.00 27,719.46 
Oklahoma -------------- 89,873. 93 64,9292. 25 34,951. 68 164,845.26 72, 447.39 32, 397.87 
Oregon----------------- 52,269.98 31,671.25 20, 598. 60 62, 644. 51 39, 555. 17 23,089.34 
Pennsylvania----------- 155,118. 82 155,118.82 ------------- 267,415.14 224,050.87 43, 364. 27 
Rhode Island------------ 33,506.94 28, 506.94 5,000.00 42,963.99 32,954. 96 9,949.03
South Carolina --------- 100,143.34 52,815.15 47, 328. 19 125,527.00 71,418.84 64,108.16 
South Dakota --- -------- 49,091.89 30, 756.04 18, 335. 85 59, 528. 26 35,065.20 24,465.06 
Tennessee-------------_ 84,975. 53 62, 234. 93 22, 740. 66 126, 792. 17 85, 708. 20 41,083.67 
Texas ------------------ 146, 981. 49 113, 205. 64 33, 775. 85 267, 029.62 166,827.60 100, 202.02 
Utah ------------------- 43, 700. 98 30,482.10 13, 21.8.8 59, 983. 74 36,058.34 23,925.40 
Vermont---------------- 38, 842. 65 25, 385.96 13, 456.69 46,802.97 28, 003. 24 18, 799. 73 
Virginia---------- ------ 62, 799. 50 23 85, 723.7094, 599. 73 31,800O. 128,071.79 42,348.09 
Washington------------- 51,205. 94 39, 522. 73 11,683. 21 173,997.07 51, 673.88Q 22,323. 19 
West Virginia ---- ------- 68, 598.84 54, 118. 84 14,480.00 100, 221. 28 73,439. 23 26, 782.05 
Wisconsin -------------- 71, 142. 36 63. 940. 32 7,202.04 101, 32.3.93 87, 739.06 13, 584.87 
Wyoming--------------- 23, 969.52 23,969. 52 ------------- 51, 246.13 25. 731.07 25,515.06 
Reserved for allotment 

for special needs --- ------------ ------------- ------------- 495, 000.00 ------------- 495,000.00 

TABLE 12.-Distributionof funds for services for crippled children for fiscal year 
1939 and tentative distribution under proposed amendments to title V, pt. 2, of the 
Social Security Act 

Total, p eet Proposed (tentative distribution) 
State or Territory (icl~er-______________ 

1991 Total Fund A2 Fund B 3 4 

Total-------------------------- $2,850,9600.09 A 3, 870, 000.00 $2,850,000.00 $1,000,000.00 

Alabama------------------------------ 69,313.49 84,878.26 69,313.49 17, 112.47 
Alaska--------------------------- ---- 20,665.23 20, 941. 51 20, 663. 25 388.36 
Arizona------------------------------- 35,424. 16 37, 720. 27 35, 424. 16 2,728.50 
Arkansas............................--- 45. 331. 51 55, 960. 11 45, 331. 53 12,080.48
California------------------ ---------- 107, 724. 93 129,466.157 107, 724. 93 20,027.46 
Colorado ------------------------- ---- 42, 715. 25 47, 659. 48 42, 715.25 6,323.30, 
Connecticut--------------------------- 37. 753. 35 45, 202.351 37, 753. 35 6,070.52
Delaware----------------------------- 22, 560. 67 23,655.66 22, 560. 87 1,052.27 
District of Columbia------------------- 29,156.05 30,899.85 29, 156.05 1,755.65 
Florida ------------------------------- 57, 357. 14 64,576.64 57, 357. 14 8,079. 88 

1Uniform apportionment of $20,000 to each State and apportionment of $1,830,000 according to need of 
each State after taking into consideration number of crippled children in need of services and cost of furnish­
ing services. Distribution made as follows: $1,430,000 on basis of ratio of State population under 21 years to 
total population under 21years; 8400,003 on basis of need as shown in State plans after taking Into considera­
tion number of crippled children in need of services and cost of furnishing such services. 

I Uniform apportionment of $20,000 to each State and apportionment of $1,830,000 according to need of each 
State after taking into consideration number of crippled children in need of services and coat of furnishing 
services. Based on 1930idistribution. 

3 Subject to modification on basis of States' needs for financial assistance as shown its State plans to be 
submitted. 

4 Amount for distribution according to financial need of each State for assistance in carrying out State plan 
after taking into consideration number of crippled children in need of services and cost of furnishing services. 
Includes children crippled from orthopedic conditions, heart disease, and certain other crippling conditions. 

I Including $2,000unliform allotment to Puerto Rico under sec. 512(a). Distributionofamountsto States 
on basis of number of crippled children in need of care and cost of care is tentative sinee it does not include 
proportionate amount for Puerto Rico. 
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TABLE 12.-Distributionof funds for services for crippled children for fical year 
1989 and tentative distribution under proposed amendments to title V1, pt. 2, of 
the Social Security Act-Continued 

Total, present Proposed (tentative distribution) 
State or Territory (fiscal year -_______-_______ 

1939) Total Fund A Fund 

Georgia--------------------------------- $60, 299. 95 $77, 209.02 $60, 299.95 $18, 691.32 
Hawaii---------------------------------- 25, 017.24 27,122.38 25,017.24 2,937.86 
Idaho------------------------------------ 25, 666. 88 28,044.59 25, 666.88 3, 288.61 
Illinois----------------------------------- 99, 714.05 133, 160.50 99, 714.05 30, 751.81 
Indiana---------------------------------- 55,313.54 70,130.41 55,313.54 13,684.66 
Iowa------------------------------------ 57, 576. 94 69, 147.68 57, 576. 94 12, 074.87 
Kansas---------------------------------- 41, 469. 22 50,463.09 41,459.22 10,386.04 
Kentucky-------------------------------- 85, 000.00 99,297.24 85,000.00 15, 259.24 
Louisiana-------------------------------- 47,8632.12 59, 228.02 47,632.12 11,872.33 
Maine..---------------------------------- 32, 881.15 36, 602. 48 32,8E81, 15 4, 210.72 
Maryland-------------------------------- 54,138. 56 61, 749. 15 54, 138.560 0,504. 59 
Massachusetts--------------------------- 74,678.48 92,424.69 74,678.48 15, 763.23 
Michigan------------------------------- 100, 000.00 122,821.23 200,000.00 19,799.02 
Minnesota------------------------------69, 325. 05 81,829.27 69,325. 05 13,078.67 
Mississippi------------------------------- 47,9001. 78 59, 693.99 47, 961. 78 13, 795. 55 
Missouri--------------------------------- 58, 864. 27 75,170.96 58, 854.27 16,952.588 
Montana-------------------------------- 38,854. 22 41, 510. 58 38, 884. 22 3, 632. 93 
Nebraska-------------------------------- 351,163.92 57,945.98 51,163.92 8,129.37 
Nevada---------------------------------- 20,865.04 21, 227. 99 20, 865.04 452.17 
New Hampshire------------------------- 24,894.46 26, 948. 08 24,894.46 1, 995.40 
New Jersey------------------------------ 72, 876. 74 91, 216. 34 72, 876. 74 16, 450. 58 
New Mexico----------------------------- 30,000. 36 32, 475. 20 30,000. 36 3, 041.27 
New York------------------------------ 147, 056. 50 200, 366. 92 147, 056.60 47, 257. 14 
North Carolina-------------------------- 50,6537.05 119, 063.08 96,537.05 20, 740. 45 
North Dakota--------------------------- 29,222.060 33, 092.22 29. 222. 60 4,750.81 
Ohio----------------------------------- 115,869.80 146,924.96 115,869.80 28,372. 23 
Oklahoma------------------------------- 77, 543. 52 00, 842. 41 77, 543. 52 14,611.900 
Oregon---------------------------------- 29,1501.22 33,487. 75 29,001.22 4,882.01 
Pennsylvania---------------------------- 133,604.21 181,270.31 133,004.21 44,117.87 
Rhode Island---------------------------- 27,611.59 30,805.26 27,611.59 2,676.65 
South Carolina--------------------------- 050,947.13 61, 673.05 00,647.13 11,563.75 
South Dakota---------------------------- 28, 776.08 32,458. 35 28, 776.08 4,463.66 
Tennessee-------------------------------- 14, 263. 92 68, 626. 19 54, 253.92 14, 323.85 
Texas----------------------------------- 9~9, 11 1.92 130,339.11 99,111.92 34,408.93 
Utah------------------------------------ 30.000. 00 32, 918. 43 30. 000. 00 4, 072.86 
Vermont--------------------------------- 23,978. 23 25,5647.42 23, 978.22 1, 625.39 
Virginia--------------------------------- 72,040.08 85,483. 47 72,040.08 13,372. 21 
Washington------------------------------ 52.265,38 58,900. 13 52,265. 38 7, 463.38 
West Virginia---------------------------- 53, 672. 75 63, 605. 37 53, 672. 75 9,427. 23 
Wisconsin-------------------------------- 63, 447. 20 77,480. 99 63, 447.20 14,029.88 
Wyoming-------------------------------- 22, 647. 07 23, 757. 73 22, 647.07 5,351.099 
Reserved for allotment for special needs- ------------------ 400, 000. 00 ------------------- 400, 000.00 

PUBLIC-HEALTH WORK 

The public-health titles of the Social Security Act represent an 
approach to a national health program-a balanced, comprehensive
plan of preventive and medical services which must be our ultimate 
goal. The health provisions of the present act represent the first 
step toward the achievement of this objective. They seek to reduce 
drastically the volume of sickness and premature death by making
available to all areas and all groups of the population in need of service 
the proven methods of prevention of these great causes of illness 
against which we have weapons of unquestioned power-prevention 
of deaths of mothers and babies; a Nation-wide attack on tuber­
culosis; prevention of deaths from pneumonia by prompt treatment 
with serum or simple chemicals; addition of useful years of life to 
those suffering from cancer by early diagnosis and appropriate medical 
care; the practical eradication of malaria, a major health problem in 
large areas of the South; promotion of industrial hygiene, with greatly 
intensified efforts toward the control of the occupational diseases, 
and integration of all phases of the preventive program for the health 
protection of the working population. Such activities as these form 
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a. recognized part of the modern public-health program. In theory, 
their development is an inherent part of the public-health provisions 
of the Social Security Act. Accomplishments under the act have failed 
to realize the full potentialities of these services because of the limited 
funds available. 

Finally, the public-health titles of the act are notable as a demon­
stration of the successful application of the grants-in-aid system to 
the field of health. The principle of Federal grants-in-aid for edu­
cational purposes has been accepted since the middle of the last 
century. Its extension to the field of health dates from the passage 
of the Social Security Act. 

In matters concerned with the control of disease, the individuals 
of a community are interdependent. But the community of today 
is not the city, or the State-it is Nation-wide, a community of 48 
States. Modern methods of transportation have intensified the means 
of disease spread. A person may be exposed to smallpox in Muncie, 
Ind., today and spread it to those at the world's fair tomorrow. 

ACCOMPLISHMENT UNDER TITLE VI 

In spite of the relatively small sums made available under the terms 
of the act, undoubtedly a greater advance has been made in public 
health in the United States in the past 3 years than ever before within 
a comparable period. Under title VI of the act, the major develop­
ment has occurred in the expansion of the basic services designed to 
prevent illness-the control of acute communicable disease, public, 
health nursing, sanitary control of water and milk supplies, the regis­
tration of vital statistics, laboratory service. This trend is a result 
of the widespread need for basic health organizations in urban, and 
especially in rural, areas of the country. 

The record of accomplishment is tangible. At the end of the year 
1936, only 946 of some 3,000 counties in the country were receiving 
health service under full-time county or district health organizations; 
at the close of 1938, the number had increased to 1,371, a gain of 425 
counties in 2 years. Between 1937 and 1938, full-time public-health 
nurses employed by State and local agencies increased by 1,720. 
Over a third of these new nurses are serving rural areas and small 
cities under 10,000 population. Postgraduate training in public health 
was given to 3,820 persons between 1936 and 1938. Health officers, 
medical directors of special services such as tuberculosis and venereal-
disease control, public-health nurses, sanitary engineers and other 
technicians have been equipped to staff newly organized local health 
departments, and to expand organizations lacking adequate personnel. 

UNMET PUBLIC-HEALTH NEEDS 

Measured in terms of public-health needs, only a beginning has 
been made. Federal funds available under title VI budgeted by the 
States for the fiscal year 1939 (including unexpended balances) amount 
to 9.7 million dollars. 

The action of the States in giving major emphasis to basic health 
organizations is based on evident need. It is estimated that over 
one-half of the counties in the country are still not served by full-time 
health officers on a county or district basis. But the need is not 
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confined to rural areas-the proportion of cities without full-time 
health officers is almost as high. At the beginning of 1939, 745 
counties in the country had no public-health nursing service. But 
areas having public-health nurses are by no means adequately sup­
plied. In 18 States, the average rural population served by a public-
health nurse is between 10,000 and 20,000; in 5 States, the ratio is 
1 nurse for between 20,000 and 30,000 persons; in 2 States, the ratio 
exceeds 1 to 30,000. 

Use of so large a proportion of funds available under title VI for the 
basic essentials of public-health work obviously leaves only a small 
margin for the special services which hold promise of great return 
in the promotion of health. In these special health services are 
included such activities as the control of tuberculosis, pneumonia, 
cancer, and malaria; services in industrial hygiene, and in dental 
hygiene. Only a million dollars of Federal funds have been budgeted 
by the States for these services in the current fiscal year-about 
11 percent of the total funds available. In marked contrast to the 
widespread use of Federal funds for the expansion of the essential 
health services, allocation of funds for these special health services 
has been made by relatively few States. Only 6 States have desig­
nated Federal funds for cancer control, although 3 additional States 
are supporting activities in this field from State funds. Federal funds 
help pneumonia-control activities on a State-wide basis in 15 States. 
About half of the States have budgeted Federal funds for the control 
of tuberculosis, and industrial hygiene services. The meager develop­
ment of these special health services'permitted by funds authorized 
under the existing terms of title VI creates an urgent need for addi­
tional Federal funds for this purpose. 

To expand public-health activities toward the solution of these 
urgent health problems, it is the consensus among the State health 
authorities that the sum authorized under section 601 of title VI 
should be increased from $8,000,000 to $12,000,000. In making use 
of these additional funds, particular emphasis would be placed on 
developing State programs, for the control of tuberculosis and malaria, 
for the reduction of mortality from cancer and pneumonia, and for 
industrial-hygiene activities. 

VOCATIONAL REHABILITATION 

The basic act providing for the vocational rehabilitation of persons 
disabled in industry or otherwise was passed by the Congress in 1920. 
The purpose of this act is to assist physically disabled persons, through 
guidance, medical and surgical treatment, artificial appliances, re­
training, placement, and other essential services, in entering or return­
ing to suitable employment in order that they may support themselves 
and their dependents. 

For carrying out its purposes the basic Vocational Rehabilitation 
Act authorized the appropriation of $1,000,000 annually to be allotted 
to the States on the basis of their population with the stipulation that, 
to receive its allotment, a State must accept the provisions of the 
Federal act and match its expenditures from Federal funds dollar for 
dollar with State funds. 

The basic act was not a permanent and continuing one but was ex­
tended from time to time by the Congress until 1935, when the voca­
tional rehabilitation program was incorporated as a part of the social 
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security program. Under the Social Security Act the Vocational 
Rehabilitation Act was made permanent, and the authorization for 
appropriations was increased to $1 938,000 annually, which when 
matched by State funds, makes ava~able' for rehabilitation purposes 

Few eope ae aare f te sze f th prble ofthe physically
disbleit an sinifcane.Recentsoialandecoomi surveys 
by te Uite ealh Srvie ad b umber of StateSttesPubic a 
rehailiatio tha ne imeat least 30deartmntssho atany 

O thsbasithr are ithscountry neal 4,000,000pyial 
disabled persons.

Each year in the United States at least 800,000 persons become phys­
ically disabled through industrial, home, automobile, and other acci­
dents, and diseases, such as arthritis, tuberculosis, and heart trouble. 
The experiences of the State rehabilitation departments show that 
not all of these persons are disabled to the extent that they are unable 
after convalescence to enter or return to employment. About 67 
percent are able to make their own employment adjustment. The 
remnaininag 33 percent require rehabilitation service to aid them to 
engage in remunerative employment.

Disabled persons who require assistance in their employment ad­
justment fall into three major groups:

1. Those who through training and other rehabilitation services can 
be returned to regular lines of competitive employment. This group 
comprises 60,000 persons annually.

2.Those whose disabilities are so serious that they cannot be re­
stored to competitive employment but.can be trained in small business 
enterprises or in sheltered workshops. This group numbers about 
150,000. 

3. Those who are so disabled that, if they are to be employed at 
all, they must be provided with suitable work in their homes. This 
group includes approximately 50,000 persons annually.

The first group (60,000) described above constitute the most pressing
problem. Practically all of this group could and should be rehabili­
tated to complete self-support.

Experience of the States shows that it costs an average of $300 per 
case to rehabilitate a disabled person. On this basis the present 
program, with maximum efficiency in the expenditure of funds, cannot 
be expected to rehabilitate more than 12,500 persons per year. Thus 
each year 47,500 of those who could and should be made self-support­
ing cannot be rehabilitated because of lack of sufficient funds. 

The cost of maintaining a dependent person in idleness averages
about $500 per year. The maintenance of 47,500 disabled persons
(of the 60,000 who could and should be rehabilitated to complete
self-support 'in competitive employment) is now costing some­
one-relatives, communities, or the State and Federal Governments­
$23,750,000 per year. The expenditure by the Federal and State 
Governments of $300 each for their rehabilitation would not only
obviate the enormous annual cost of maintaining these persons in 
idleness, but would on the basis of 20 years' experience in rehabilitating
the disabled, increase the economic income to the Nation by some 
$47,500,000 per year. 
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Obviously it would not be wise to appropriate at once funds suffi­
cient to meet the whole vocational rehabilitation problem. It would 
appear, however, that a substantial increase over the present amount 
could be efficiently absorbed and would be a wise investment of 
public funds. The machinery for rehabilitating the disabled is 
already in existence. Hence, any additional funds provided could be 
used entirely for services to those who at present cannot be served. 

The House bill increased the amount authorized to be appropriated 
annually for vocational rehabilitation to $2,938,000. Your committee 
have increased this amount to $4,000,000. Your committee have 
provided that the minimum allotment for any State shall be $30,000, 
instead of $10,000, as is provided in existing law, and also for an 
annual flat allotment to Hawaii of $15,000 instead of the $5,000 

proideinexstig lw.The amendment made by your committee 
als prvidsn anua fat allotment to Puerto Rico of $15,000 
inseadofhe ous prviion which placed Puerto Rico on the same 
bass a th Sate, ad icrases the authorization for appropriations 

for administrative expenses. 

AID TO PUERTO Rico 

At thepresent time the act does not extend to Puerto Rico. The 
bill extends coverage to Puerto Rico for the purposes of titles V and 
VI of the Social Security Act (grants to States for maternal and child 
welfare, vocational rehabilitation, and public health work). 

GENERAL 

Two amendments of a general character are contained in the bill. 
These are: 

1. An amendment to prohibit the disclosure of information ob­
tained by the Board or its employees except under certain restricted 
conditions related to proper administration.; 

2. Penalties are provided for certain frauds and for impersonation 
in securing information concerning an individual's date of birth, 
employment, wages, or benefits of any individual. 

DETAILED EXPLANATION OF THE BILL 

SHORT TITLE 

Section 1 of the bill provides that the'act may be cited as the 
"Social Security Act Amendments of 1939." 

TITLE I.-AMENDMENTS To TITLE I OF THE SOCIAL SECURITY ACT 

CHANGES IN REQUIREMENTS FOR STATE OLD-AGE ASSISTANCE PLANS 

Section 101: This section amends section 2 (a) of the Social Secu­
rity Act. Section 2 (a) sets out in clauses (1) through (7) certain basic 
requirements which a State old-age assistance plan must meet in 
order to be approved by the Social Security Board. Clauses (5) and 
(7) are amended and a new clause, numbered (8), is added. 

There are two amendments to clause (5). One amendment, which 
was included in the bill as passed by the House, merely makes it clear 
that the methods of administration of the State plan must be proper 
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as well as efficient. By the other amendment proposed by this comn­
mittee, the matter in parentheses is stricken and language is inserted 
which specifically provides that, after January 1, 1940, the State plan 
must provide as part of the methods of administration tinder the plan,
such methods relating to the establishment and maintenance of 
personnel standards on a merit basis as are, found by the Board to be 
necessary for the proper and efficient operation of the plan. The 
committee believe that, under this provision, the several State and 
local agencies will be aided in their efforts to select adequately trained. 
personnel, and to provide more efficient administration of the plan.
This proposal would not authorize the Social Security Board to par­
ticipate in or to require the selection of particular individuals to be 
employed by the State or local agency.

The present subject matter of clause (7) is stricken from section 2 (a)
by the amendment and is treated in section 102 of the bill. The 
amended clause (7) is effective July 1, 1941. Under this clause the 
State plan must provide that the State agency shall, in determining 
need, take into consideration any income and resouirces of an individual 
claiming old-age assistance. This will make it clear that, regardless
of its nature or source, any income or resources will have to'be con­
sidered, including ordinary income from business or private sources,
Federal benefit insurance payments under title 11 of the Social 
Security Act., and any other assets or means of support. The comn­
mittee recommends this change to provide greater assurance that the 
limited amounts available for old-age assistance in the States will be 
distributed only amtong those actually in need and on as equitable a 
basis as possible. 

The new clause, numbered (8), also effective July 1, 1941, requires
that the State plan must provide safeguards which restrict the use or 
disclosure of information concerning applicants and recipients to 
purposes directly connected with the administration of old-age 
assistance. 

PAYMENT TO STATES FOR OLD-AGE ASSISTANCE 

Section 102: This section amends section 3 of the Social Security
Act. 

Subsection (a) of section 3 is amended so that its provisions will 
conform with section 1 of the Social Security Act., which authorizes 
appropriations to enable States to fumnish- financia~l assistance to 
needy aged individuals and increases the amount up to which the 
Federal Government will contribute one-half from $30 to $40. 

Subsection (b) is amended so as to provide that the Board in 
making grants to States shall reduce the amount to be paid to any
State for any quarter by a sum equivalent to the pro rata share to 
which the United States is equitably entitled, as determined by the 
Board, of the net amount recovered during any prior quarter by the 
State or any political subdivision thereof with respect to old-age
assistance furnished under the State plan. 

The provision will include all recoveries made with respect to old-
age assistance furnished under the State plan, such as, for example,
recoveries from the estates of recipients, payments under mistake, etc. 

A proviso eliminates, for the purpose of determining the amount of 
the offset, any amount recovered from the estate of a deceased re­
cipient, not in excess of the amount expended by the State for the 
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funeral expenses of such deceased recipient in accordance with the 
State public assistance law upon which the State plan is based. 

Section 103: This section amends section 6 so as to conform its 
provisions with section 1 of the Act, which authorizes appropriations 
to enable States to furnish financial assistance to aged needy 
individuals. 

TITLE I1-AMENDMENTS To TITLE II OF THE, SOCIAL SECURITY ACT 

FEDERAL OLD-AGE AND SURVIVORS INSURANCE BENEFITS 

This title amends title II of the Social Security Act. It revises 
and extends the present provisions for old-age insurance benefits. 
It includes benefits for qualified wives and children of individuals 
entitled to old-ag-e insurance benefits and for qualified widows, 
children, and parents of deceased individuals, who, regardless of 
age at death, have fulfilled certain conditions. It also provides a 
lump-sum payment on death where no monthly benefits are then 
payable. It also advances the date for initial monthly benefit pay­
ments from 1942 to 1940. A Federal old-age and survivor insurance 
trust fund is established, and provision is made for a board of three 
trustees to manage the trust fund. A number of administrative 
changes are made, and there is provision for judicial review of decisions 
of the Social Security Board with respect to benefit rights. A detailed 
explanation of title II as amended follows. 

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND 

Section 201: This section creates a Federal old-ag-e and survivors 
insurance trust fund in place of the present old-age reserve account, 
which is abolished by these amendments. The trust fund is to be held 
by a board of trustees composed of the Secretary of the Treasury, the 
Secretary of Labor, and the Chairman of the Social Security B~oard, 
all ex officio. Amounts equivalent to 100 percent of the taxes received 
under the Federal Insurance Cohtributions Act (formerly title VIII of 
the Social Security Act) are permanently appropriated to the trust 
fund, and old-age and survivors insurance benefits will be paid out 
of the fund. This should clarify the relationship between contribu­
tions under the social-security program in the form of taxes and the 
source of benefit payments. 

Section 201 (a) creates the trust fund and provides that the fund 
shall consist of (1) the securities held by the Secretary of the Treasury 
for the present old-age reserve account, (2) the amount standing to 
the credit of such account on January 1, 1940, and (3) amounts 
equivalent to 100 p~ercent of the taxes received under the Federal 
Insurance Contributions Act, which are permanently appropriated to 
the trust fund. 

Section 201 (b) creates a board of trustees of the Federal old-age 
and survivors insurance trust fund to be composed of the Secre­
tary of the Treasury, the Secretary of Labor, and the Chairman 
of the Social Security Board, all ex officio. The Secretary of the 
Treasury is designated as the managing trustee. The board of 
trustees created is similar to the set-up in the Postal Savings Act. 
The board of trustees, in addition to reporting annually to Con­
gress on the status and operations of the trust fund, will be required 



42 SOCIAL SECURITY ACT AMENDMENTS OF 1939 

to report immediately to Congress whenever the board is of the opinion 
that during the ensuing 5 fiscal years the trust fund will exceed three 
times the highest annual expenditures anticipated during that 5-fiscal­
year period and whenever it is of the opinion that the amount of the 
trust fund is unduly small. 

Section 201 (c) directs the managing trustee of tbe trust fund to 
invest the surplus of the trust fund in interest-bearing obligations of 
the United States or in obligations guaranteed as to both principal
and interest by the United States. Special obligations bearing 
interest at a rate equal to the average rate of interest on the public 
debt, computed as of the end of the calendar month next preceding
the date when the special obligations are issued, may be issued to the 
trust fund. However, the bill contains a provision that such special
obligations shall be issued only if the managing trustee determines 
that the purchase of obligations in which the trust fund is permitted 
to invest on original issue or at the market price is not in the public 
interest. 

Section 201 (d) authorizes the managing trustee to sell regular
obligations acquired by the trust fund at the market price and to 
redeem the special obligations at par plus accrued interest. 

Section 201 (e) provides that the interest on and the proceeds from 
the sale or redemption of obligations held in the trust fund shall be 
credited to and form a part of the trust fund. 

Section 201 (f) sets up a procedure whereby the trust fund will be 
required to pay the cost of administration by the Social Security 
Board and the Treasury of the old-age and survivors insurance 
system. Monthly, the managing trustee will pay from the trust 
fund into the general fund of the Treasury the amount which he 
and the Chairman of the Social Security Board estimate will be 

eended during the month for the administration of the system. 
Slection 201 (g). provides that the trust fund shall be available for 

making benefit payments required under title II of the Social Security 
Act. 

The only amendment recommended by your committee to this 
section and to section 202 (a) of the House bill changes the word 
"9survivor" to "survivors." 

OLD-AGE AND SURVIVOR INSURANCE BENEFIT PAYMENTS 

Primary insurance benefits. 
Section 202 (a): This subsection provides, for aged individuals, 

monthly "primary insurance benefits" (computed under sec. 209 (e)), 
which are based on an individual's "average monthly wage" (see 
sec. 209 (f)). These benefits are ]payable to an individual for each 
month until his death, upon condition that he (1) is at least 65 years 
of age, (2) is a fully insured individual (defined in sec. 209 (g)), and 
(3) has applied for them. Primary insurance benefits are payable 
beginning with the first month in which the individual becomes 
eligible for them, having miet conditions (1), (2), and (3) above. All 
of such conditions may be met in a single month, or part in one 
month and part in another month or months. 

The first mnonth for which a primar inurance benefit or any other 
benefit can be paid underseto 202, is January 1940. All 
benefits under section 202 are payable as nearly as possible in equal 



43 SOCIAL SECURITY ACT AMENDMENTS OF 1939 

monthly~ installments, but a benefit for a particular month is not 
necessarily payable within that month. 
Wife's insurancebenefits. 

Section 202 (b): This subsection provides for monthly "wife's 
insurance benefits" for an aged wife (defined in sec. 209 (i)) whose 
husband is living and is entitled to "primary insurance benefits" under 
subsection (a). The purpose of these wife's benefits, which are based 
on the wages of the husband, is to assure the wife of a monthly amount 
equal to one-half of the amount which her husband receives as a 
monthly primary insurance benefit. A benefit is payable to the wife 
for each month, upon condition that she (1) is at least 65 years of age,
(2) has applied for the benefits, (3) was living with her husband at the 
time of filing such application, and (4) is not herself entitled to a 
monthly primary insurance benefit which is equal to or greater than 
one-half of a monthly primary insurance benefit of her husband. 

Be'nefit rate.-A wife's insurance benefit for a month is equal to 
one-half of the monthly primary insurance benefit of the husband, but 
if the wife is or becomes entitled to a monthly primary insurance 
benefit under subsection (a), which is less than one-half of the monthly
primary insurance benefit of her husband, then her wife's insurance 
benefit for the month in which she becomes entitled to such primary
insurance benefit and for each month thereafter is equal to the differ­
ence between one-half of her husband's monthly primary insurance 
benefit and her monthly primar Insurance benefit. 

Benefit period.-Wife' insaurrance benefits are payable beginning
with the first month in which the wife becomes eligible for them,
having met conditions (1), (2), (3), and (4) above. All of such condi­
tions may be met in a single month, or part in one month and part in 
another month or months. The benefits end when the wife dies, her 
husband dies, they are divorced, or she becomes entitled to a monthly
primary insurance benefit under subsection (a) equal to or exceeding 
one-half of her husband's monthly primary insurance benefit. 
Mhid's insurancebenefits. 

Section 202 (c): Paragraphs (1) and (2) of this subsection provide
for monthly "child's insurance benefits" for a child (defined in see. 
209 (k)) whose parent is entitled to primary insurance benefits or whose 
deceased parent (regardless of his age at death) was a fully or currently, 
insured individual (as defined in sec. 209 (g) and (h)). The purpose
of these child's benefits is to assure the child of a monthly amount 
based on the wages of the parent or deceased parent. A beniefit is 
payable to a child for each month, upon condition that the child (1)has 
filed application for the benefits (or application has been ifiled for him),
(2) was unmarried and had not attained age 18 at the time his applica­
tion was filed, and (3) was "dependent upon" the parent at the time 
the application was filed, or, if the parent has died, was "dependent
upon" him at the time of death. 

Benefit rate.-A child's insurance benefit for a month is equal to 
one-half of the monthly primary insurance benefit of the parent or 
deceased parent with respect to whose wages the child is entitled to 
receive the benefit. In the case of the deceased parent, such primary
insurance benefit is the amount which such parent would have been 
entitled to receive if he had, before his death, met the conditions for 
payment of a primary insurance benefit under subsection (a). If there 
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is more than one such parent or deceased parent, the child is entitled 
to one-half of the primary insurance benefit which is largest.

Benefit period.- Child 's insurance benefits are payable beginning
with the first month in which the child becomes eligible for them, hav­
ing met conditions(1,2) and (3) above. All of such conditions 
may be met in a single mont, or part in one month and part in another 
month or months. The child's benefits end when he dies, marries,
is adopted, or attains age 15. 

"Dependent upon" defined.-Paragraphs(3) and (4) of section 202 
(c) define the term "dependent upon," as used in paragraph (1). As 
a child is normally dependent upon his father or adopting father, para­
graph (3) provides that he shall be deemed so dependent unless, at 
the time the child's application for benefits is filed, or if such father 
or adopting father is dead, at the time of death, such individual was 
not living with the child or contributing to his support and (A) the 
child is neither the legitimate nor adopted child of such individual, 
or (B) the child had been adopted by some other individual, or (C)
the child, at the time of such individual's death, was living with and 
supported by the child's stepfather.

As a child is not usually financially dependent upon his mother,
adopting mother, or stepparent, paragraph (4) provides that, for the 
purposes of paragraph (1), a child shball not be deemed dependent 
upon any such individual unless, at the time the child's application
for benefits is filed, or, if such individual is dead, at the time of death, 
no parent other than such mother, adopting mother, or stepparent 
was contributing to the support of the child and the child was not 
living with his father or adopting father. 
Wido,'s insurance benefits. 

Section 202 (d): This subsection provides for monthly "widow's 
insurance benefits" for an aged widowv (defined in sec. 209 (j)) whose 
husband died a fuily insured individual (defined in sec. 209 (g)). The 
purpose of these widow's benefits, which are based on the wages of 
the deceased husband, is to assure the widow of a monthly amount 
equal to three-fourths of the amount to which her husband was en­
titled, or would have been entitled if he had, before his death, met 
the conditions for a primary insurance benefit under subsection (a).
A benefit is payable to the widow for each month, upon condition that 
she (1) is at least 65 years of age, (2) has not remarried, (3) has filed 
application for the benefits, (4) was living with her husband at the 
time of his death, and (5) is not herself entitled to a monthly primary
insurance benefit which is equal to or greater than three-fourths of 
the monthly primary insurance benefit of her husband. 

Benefit rate.-A widow's insurance benefit for a month is equal to 
three-fourths of the monthly primary insurance benefit of her hus­
band, but, if she is or becomes entitled to a monthly primary insurance 
benefit under subsection (a) which is less than three-fourths of the 
monthly primary insurance benefit of her husband, then her widow's 
insurance benefit for the month in which she becomes entitled to 
such primary insurance benefit, and for each month thereafter, is 
equal to the difference between three-fourths of her husband's monthly
primary insurance benefit and her monthly primary insurance benefit. 

Benefit period.-Widow's insurance benefits are payable beginning
with the month in which the widow becomes eligible for them, having
met conditions (1), (2), (3), (4), and (5) above. All of such conditions 
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may be met in a single month, or part in one month and part in another 
month or months. Benefits end when the widow reinarries, dies, or 
becomes entitled to a monthly primary insurance benefit equal to or 
exceeding three-fourths of the monthly primary insurance benefit of 
her husband. 
Widow's current insurance,benefi-ts. 

Section 202 (e): This subsection provides for "widow's current in­
surance benefits", which are based on the wages of a husband who died 
a fully or currently insured individual (as defined in sec. 209 (g) and 
(h)). The purpose of this subsection is to extend financial protection 
to the widow regardless of her age, while she has in her care a child of 
the deceased husband entitled to child's insurance benefits. It pro­
vides assurance for such a widow, before she becomes 65 years of age, 
of a monthly amount equal to three-fourths of the amount to which her 
husband would have been entitled if, before his death, he had met the 
conditions for a primary insurance benefit under subsection (a). 
When she becomes 65 such widow, if her husband was a fully insured 
individual, will become entitled to a widow's insurance benefit under 
subsection (d). If her husband was currently (but not fully) insured, 
she will continue to be entitled to her widow's current benefit under 
subsection (e) so long as there is a child of her husband who is entitled 
to receive child's insurance benefits. A benefit is payable to the widow 
for each month, upon condition that she (1) has not remarried, (2) is 
not entitled to receive a monthly widow's insurance benefit under 
subsection (d) or a monthly primary insurance benefit which is equal 
to or greater than three-fourths of a monthly primary insurance 
benefit of her husband, (3) was livino-with her husband at the time of 
his death, (4) has filed application for the benefits, and (5) at the time 
of filing such application has in her care a child of the deceased hus­
band entitled to receive child's insurance benefits. By "in her care" 
is meant that she takes responsibility for the welfare and care of the 
child, whether or not she actually lives in the same home with the 
child at the time she files application. 

Benefit rate.-A widow's current insurance benefit for a month is 
equal to three-fourths of the monthly primary insurance benefit of 
her husband, but, if she is or becomes entitled to a monthly primary 
insurance benefit under subsection (a) which is less than three-fourths 
of a monthly primary insurance benefit of her husband, then her 
widow's current insurance benefit for the month in which she becomes 

entitled to such primary insurance benefit and for each month there­
after, is equal to the difference between three-fourths of her husband's 
monthly primary insurance benefit and her monthly primary insurance 
benefit. 

Benefit period.-Widow's current insurance benefits are ]payable 
beginning with the month in which the widow becomes entitled to 
them, having met conditions (1), (2), (3), (4), and (5) above. All of 
such conditions may be met in a single month, or part in one month and 
part in another month or months. The benefits end when no child 
of the deceased husband is further entitled to receive a child's insurance 
benefit, the widow becomes entitled to receive a primary insurance 
benefit under subsection (a) equal to or exceeding three-fourths of a 
primary insurance benefit of the deceased husband, she becomes 
entitled to receive a widow's insurance benefit, she remarries, or dies. 
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Parent'sinsurance benefits. 
Section 202 (f): This subsection provides for "parent's insurance 

benefits" for an aged parent whose son of daughter died a fully in­
sured individual (as defined in sec. 209 (g)), leaving no widow and no 
unmarried surviving child under age 18. The purpose of these benie­
fits, which are based on the wages of the son or daughter, is to extend 
financial protection to the aged parent where the parent was wholly 
dependent upon and supported by the son or daughter at the time such 
son or daughter died, and where no such widow or child survives. It 
assures the parent, in such cases, of a monthly amount equal to one-
half of the amount to which the son or daughter was or would have 
been entitled as a fully insured individual if such son or daughter
before death, had met the conditions for a primary insurance benefit 
under subsection (a). A benefit may be payable to both a mother and 
a father of the same fully insured individual. A benefit is payable to 
the parent for each month, upon condition that such parent (1) has 
attained age 65, (2) was wholly dependent upon and supported by the 
son or daughter at the time of the son's or daughter's death and filed 
proof of such dependency and support within 2 years of the date of 
such death, (3) has not married since such death, (4) is not entitled to 
receive any other monthl insurance benefits of any kind or is entitled 
to receive one or moe fsuch monthly benefits, the total of which is 
less than one-half of the monthly primary insurance benefit of the 
deceased son or daughter, and (5) has filed application for parent's
insurance benefits. 

Benefit rate.-The parent's insurance benefit for a month is equal 
to one-half of the monthly primary insurance benefit of the son or 
daughter with respect to whose wages the parent is entitled to a bene­
fit. If there is more than one such son or daughter for a month in 
which the parent is entitled to parent's benefits, the parent is entitled 
to one-half the primary insurance benefit which is largest. If the 
parent is or becomes entitled to a monthly benefit or benefits (other 
than parent's insurance benefits) and such monthly benefit or the 
total of such monthly benefits is less than one-half of the monthly 
primary insurance benefit of the son or daughter, then the parent's 

benefit for the month in which the parent becomes entitled to such 
other benefit or benefits, and for each month thereafter, is equal to 
the difference between such other monthly benefit or the total of such 
other monthly benefits and one-half of the son's or daughter's monthly
primary insurance benefit. 

Benefit period.-Parent's insurance, benefits are payable beginning 
with the month in which the parent becomes eligible for them, having 
met conditiont- (1), (2), (3), (4), and (5) above. All of such condi­
tions may be met in a single month, or part in one month and part 
in another month or months. Benefits end when the parent dies, 
marries, or becomes entitled to receive for any month an insurance 
benefit or benefits (other than parent's insurance benefits) in a total 
amount equal to or exceeding one-half of a primary insurance benefit 
of the deceased son or daughter.

"Parent" defined.-Paragraph (3) of section 202 (f) defines the 
term "parent" to mean the mother or father of an individual, the 
stepparent of an individual by a marriage contracted before such 
individual attained age 16, and the adopting parent by whom such 
individual was adopted before he attained age 16. 
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Lump-sum death payments. 
Section 202 (g): This section provides for the payment of a lump 

sum to a person hereinafter described, upon the death, after December 
31, 1939, of a fully or currently insured individual (as defined in sec. 
209 (g) and (h)) who left no surviving widow, child, or parent who 
would, on filing application in the month in which such fully or cur­
rently insured individual died, be entitled to a benefit for such month 
under subsection (b), (c), (d), (e), or (f) of this section. 

Des~riptionof personswho may be entitled.-The lump-sum payments 
are made to the following persons under the conditions stated: (1) To 
the widow or widower of the deceased; (2) if no such widow or widower 
is living at the time of the fully or currently insured individual's death, 
to any child or children of the deceased and to any other person or 
persons who are, under the intestacy law of the State where the 
deceased was domiciled, entitled to share as distributees with such 
children of the deceased, in such proportions as provided by such law; 
(3) if no widow or widower and no such child and no such other person 
is living at the time of such death, to the parent or parents of the 
deceased. The Board is to determine the relationship under (1), (2), 
and (3) above, and if there is more than one person en titled hereunder, 
is to distribute the lump-sum payment among all who are entitled. 
If none of the persons described under (1), (2), and (3) is living at 
the time of the Board's determination, the amount due is to be paid 
to any person or persons equitably entitled thereto, to the extent and 
in the proportions that he or they shall have paid the expenses of 
burial of the deceased (but no such payment for burial expenses may 
exceed the amount actually disbursed by the person or persons who 
paid such expenses). 

It will be noted that your commitiee amendment limits payment of 
the lump sum, in cases arising under (3) above, to the parent or 
parents of the deceased, eliminating the provision of the House bill for 
distribution among persons who may be entitled under the law of the 
State to share as distributees with the parents of the deceased. The 
committee proposal would also provide that when more than one 
parent is entitled to a payment, each of them would share equally. 

Amount of 1payment.- The lump-sum payment is an amount equal to 
six times primary insurance benefit for a month (as defined in sec. 
209 (e)) of the fully or currently insured deceased individual. 

Applicationfor lump-sum payment.-The lump sum is payable only 
if application is filed by or on behalf of the person entitled (whether 
or not legally competent) prior to the expiration of 2 years after 
the date of death of the fully or currently insured individual. 
Delayed applications. 

Section 202 (h): This subsection provides that an individual who 
would have been entitled to an insurance benefit under subsection 
(b), (c), (d), (e), or (f) of this section for any month, if he had filed 
his application for such benefit during such month, shall be entitled 
to such benefit for such month if he files application for it before the 
end of the third month immediately succeeding such month. The 
purpose of this section is to prevent the loss of benefits to individuals 
who might not know of their right to benefits or who, for some other 
reason, have delayed filing their applications. If, for example, in 
March a widow has fulfilled all eligibility conditions under section 
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202 (d) except the filing of her application, and files application in 
June, she will be entitled to a benefit for March, April, May, June, and 
thereafter, -as if she had filed her application in March. Similarly,
if she files application in July, she will be entitled to a benefit for 
April, May, June, July, and thereafter, just as if she had filed her 
application in April. 

REDUCTION AND INCREASE OF INSURANCE BENEFITS 

Section 203: This section provides a maximum and minimum for 
benefits payable under section 202, and for reduction or increase to 
such maximum or minimum, as the case may be, of the monthly 
amount of the benefit which would be payable except for this section. 
It provides also for deductions from ben~efits because of gainful em­
ployment for a stated amount of wages, and under certain other 
enumerated circumstances, and for deductions for lump-sum pay­
ments made prior to 1940 upon attainment of age 65. 
Maximum benefits. 

Section 203 (a): This subsection of the bill as passed by the House 
provides that any benefits payable on the basis of 'an individual's 
wages shall be reduced, so that the maximum for any benefit (if only 
one benefit for a month is payable with respect to the wages of an 
individual) or for the total of all benefits (if more than one benefit 
is payable for a month will respect to the wages of an individual) shall 
not exceed (1) $85, or (2) two times the primary insurance benefit of 
such individual, or (3) 80 percent of the average monthly wage of such 
individual, whichever is least. This takes the place of the provision 
now in the Social Security Act limiting the monthly rate of benefits 
to $85. 

One of the effects of this provision is that there may in some cases 
be reductions so that there will be paid a maximum of $10 per month 
in monthly benefits whether there are one, two, or more dependents. 
Your committee feel that in such cases the reduction should not be 
so great as now provided in the House bill. For example, it is believed 
that the minimum total of benefits payable for a husband and wife 
should not be less than $15, and of a hu-sband, wife, and child, or for 
four surviving dependent orphans, not less than $20. 

The bill reported by your committee accordingly includes a pro­
posed amendment which would change this provision of the House 
bill so that the reduction in the amount of a benefit will be required 
only where the total of benefits payable with respect to an individual's 
wvages is more than $20, and provides that the tota~l of benefits shall 
in such cases be reduced to (a) the least of the amounts referred to 
under (1), (2), and (3) above, or (b) $20, whichever is greater. It 
also strikes out reference to reduction of a single benefit as superfluous 
because of certain other proposed amendments which will be men­
tioned later in detail. 
Mi~inimum benefits. 

Section 203 (b): This subsection provides that benefits payable on 
the basis of an individual's wages shall be increased so that the mini­
mum for any benefit or for the Mtotal of benefits (where more than one 
benefit is payable for a month) is $10. This provision also prevents a 
reduction under subsection (a) to below $10 in the case where the 
average monthly wage is very low. 
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The parenthetical clause of the House bill making this subsection 
applicable after reductions under subsection (a) have been made 
would be made unnecessary by the amendment to subsection (a) 
proposed by the committee, since uinder the committee proposal no 
benefit or total of benefits could be reduced under subsection (a) to 
below $10. The clause is therefore eliminated. 
Proportionatereduction or increase. 

Section 203 (c): This subsection of the H-ouse bill provides that 
whenever a reduction or increase is required by subsection (a) or (b) 
and more than one benefit is payable for the month with respect to 
the wages of an individual, each of the benefits shail be proportionately 
increased or decreased, as the case may be. 

Under this provision an individual's primary benefit mighit be subject 
to reduction. For example, an individual with a wife and two children 
entitled to benefits would have his $10 primary benefit reduced. 
Thus, in the example given, under the provision of the House bill there 
would be a reduction so that the husband's benefit would be reduced 
from $10 to $8 and the total benefits for wife and children would be 
$12. Your committee believe it would be more understandable for the 
primary benefit to remain at $10 and the total of benefits for wife and 
children to be reduced to $10. 

The committee therefore recommend that subsection (c) be changed 
to except specifically primary insurance benefits from the proportion­
ate reductions from each benefit required under that subsection. 
Deductions because of employment, etc. 

Section 203 (d): This subsection of the House bill provides that 
deductions shall be made from any benefits to which an individual is 
entitled, until such deductions total the amount of the benefit or of 
the benefits (where the individual is entitled to receive more than one 
insurance benefit) which such individual was entitled to receive for 
any month in which he (1) rendered services for wages of not less than 
$15; or (2) if a child over 16 and under 18 years of age failed to attend 
school regularly and the Board finds that such attendance was feasi­
ble; or (3) if a widow entitled to a widow's current insurance benefit 
did not have in her care a child of her deceased husband entitled to 
receive a child's insurance benefit. 

Section 203 (e): This subsection provides that deductions shall be 
made from any wife's or child's insurance benefit until the total equals 
the wife's or child's benefit or benefits for any month in which the 
individual, with respect to whose wages such benefit was payable,
rendered services for wages of not less than $15. For example, if 
a child receives a benefit of $10 per month because of a father who 
is receiving a $20 per month primary insurance benefit, $10 is deducted 
from benefits payable to the child if the father works in a month for 
wages of $15 or more. 

The House bill does not make it clear as to whether children serving 
as apprentices without pay shall be considered as attending school, 
and the proposed committee amendments to paragraph (2) of this 
subsection are to make it clear that apprentices serving without pay 
are to be regarded as attending school. 

The other proposed amendment to this subsection makes it clear 
that the Board is authorized to determine the proper amount of each 
deduction to be made in any benefit and the month or months in 

S. IRept. 734, 76-1-4 
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which the deduction or deductions are to be made. This also applies
in the case of deductions under subsections (e) and (h). 
Duplicationof deductions prevented. 

Section 203 (f): This subsection prevents the duplication of deduc­
tions under subsections (d) and (e). If, for example, a deduction is 
imposed because of the occurrence in a month of an event enumerated 
in subsection (d), there is no deduction because of employment in 
that month as set forth in subsection (e). 
Report to Board of Employment. 

Section 203 (g): This subsection of the House bill requires that the 
occurrence of any of the events enumerated in subsection (d) or (e)
be reported to the Board by any individual whose benefits are subject 
to a deduction under those subsections. If the individual had know­
ledge of the occurrence of the event, failure to so report is penalized 
by doubling the deduction. 

In some instances it should be the person receiving the payment
rather than the individual on behalf of whom the benefit is received 
who should have the duty of making the report required under this 
subsection. For example, the guardian should report a minor's 
failure to attend school. 

Your committee accordingly propose that this subsection be 
amended to require that the report be made by any individual who is 
in receipt of benefits subject to deduction, or who is in receipt of such 
benefits on behalf of another individual. 
Deductions because of lump-sum payments. 

Section 203 (h): An .individual entitled to a benefit under these 
amendments may have been paid a lump suim upon attainment of 
age 65, under pr~ovisions of the Social Security Act in force prior to 
1940. This subsection provides that deductions shall also be made 
from any primary insurance benefit to which an individual is entitled, 
or from any other insurance benefit payable with respect to the wages
of such individual, until such deductions total the amount of any
such lump-sum payment to such individual. Deductions under 
subsections (d), (e), and (h) are made after any reductions or increases 
which may be required under subsections (a) and (b). 

OVERPAYMENTS AND UNDERPAYMENTS 

Adjustment of erroneouspayments. 
Section 204 (a): This subsection provides that errors in payments 

to an individual shall be adjusted by increasing or decreasing subse­
quent benefits to which such individual is entitled. If such individual 
dies before adjustment has been begun or completed, adjustment
shall be made by 'increasing or decreasing subsequent benefits payable
with respect to the wages which were the basis of benefits of such 
deceased individual. Thus, if error is made in the payment of a 
primary insurance benefit to an individual, adjustment shall be made 
upon his death in favor of or against his widow, children, and parents,
if any, who are entitled to receive benefits. If error is made in the 
payment of any benefit other than a primary insurance benefit, then 
upon the death of the individual receiving such benefit, adjustment
shall be made in favor of or against the primary beneficiary on the 
basis of whose wages such erroneous payments were made, and in 
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favor of or against any other beneficiary whose benefits are payable 
on the basis of those wages.

Section 204 (b) waives any right of the United States to recover by 
legal action or otherwise 'in any case of incorrect payment to an indi­
vidual who is without fault if adjustment or recovery would defeat 
the purpose of this title or would be against equity and good conscience, 

Section 204 (c) protects from hiability any certifying or disbursing
officer in any case where adjustment or recovery is waived under 
subsection (b), or where adjustment 'undersubsection (a) is not com­
pleted prior to the death of all persons against whose benefits deduc­
tions, are authorized. 

EVIDENCE, PROCEDURE, AND CERTIFICATION FOR PAYMENT 

Section 205: This section of the bill provides a detailed procedure
in connection with benefit determination and payment. Adminis­
trative and judicial review provisions not now provided in the Social 
Security Act are included, and administrative provisions are included 
which are similar to those under which the Veterans' Administration 
operates.

Section 205 (a) clarifies the Board's power to make rules and regu­
lations to carry out the provisions of title II and directs the Board 
to adopt regulations concerning the nature and extent of proofs to 
establish rights to benefits. 

Section 205 (b) outlines the general functions of the Board in 
determining rights to benefits. It requires the Board to offer oppor­
tunity for a hearing, upon request, to an individual whose rights are 
prejudiced by any decision of the Board. The Board is also authorized, 
on its own motion, to hold such hearings and to conduct such investi­
gations and other proceedings as it may deem necessary or proper, 
and may administer oaths and affirmations and examine witnesses. 
Evidence may be received at any hearing before the Board even though
inadmissible under rules of evidence applicable to court procedure. 

Section 205 (c) provides a procedure for the establishment, mainte­
nance, and correction of wage records. Clause (1) directs the Board 
to maintain the records, and upon request to inform any wage earner, 
or after the wage earner's death, his wife, child, or parent, of the 
amount of his wages and periods of payments, shown by such records 
at the time of such request. The records are declared to constitute 
evidence of the amount of wages and the periods of payment, and the 
absence of an entry for any period constitutes evidence that no wages 
were paid in such period. 

Clause (2) provides that, after the expiration of the fourth calendar 
year following any year in which wages were paid or alleged to have 
been paid, the Board's records shall be conclusive of the amount of 
wages and periods of payment except as provided in clauses (3) and (4). 

Clause (3) authorizes the Board to correct its records prior to the. 
expiration of such fourth year. Written notice of any revision which 
is 'adverse to the interests of any individual shall be given to such 
individual in any case where he has been previously notified by the 
Board of the amount of wages and the periods of payment shown by 
the records. Upon request prior to the expiration of such fourth year 
or within 60 days thereafter, the Board shall afford any wage earner, 
or after his death, his wife, child, or parent, a hearing with respect to 
any alleged error in its records. 
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Clause (4) provides for a limited correction of the records after the 
expiration of the fourth year. The procedure is the same as that pro­
vided in clause (3), but no change can be made under this clause except 
to conform the records with tax returns and other data submitted 
under title VIII of the Social Security Act or subchapter A of chapter
9 of the Internal Revenue Code, and regulations thereunder. 

Clause (5) provides for judicial review of decisions under this 
subsection in the same manner as is provided in subsection (g).

Section 205 (d) authorizes the Board to issue subpenas requiring the 
testimony of witnesses and the production of evidence. 

Sec: ion 205 (e) authorizes Federal courts to order obedience to the 
subpena of the Board and to punish as contempt any disobedience of 
the court's order. 

Section 205 (f) provides that the privilege against self-incrimination 
shall not excuse any person from testifying but that he shall not be 
prosecuted or subjected to a penalty or forfeiture on account of any 
matter concerning which he is compelled to testify after claiming his 
privilege against self-incriminatin. 

Section 205 (g) provides that any individual may obtain a review 
of any final decision of the Board made after a hearing to which he 
was a party, by commencing a civil action in the appropriate district 
court of the United States within 60 days after notice of the decision 
is mailed to him. The present provisions of the Social Security Act 
do not specify what remedy, if any, is open to a claimant in the event 
his claim to benefits is denied by the Board. The provisions of this 
subsection are similar to those made for the review of decisions of 
many administrative bodies. The Board's decisions on questions of 
law will be reviewable, hut its findings of fact, if supported by sub­
stantial evidence, will be conclusive. Where a decision of the Board 
is based on a failure to submit proof in conformity with a regulation, 
the court may review only the question of conformity of the proof
with the regulation and the validity of the regulation. Provision is 
made for remanding of proceedings to the Board for further action, 
or for additional evidence. 

Section 205 (h) provides that the findings and decision of the Board 
after a hearing shall be binding upon all individuals who were parties 
to such hearing and that there shall be no review of the Board's 
decisions by any person, tribunal, or governmental agency except as 
provided in subsection (g). Actions may not be brought against tha 
'United States, the Board, or any of. its officers or employees under 
section 24 of the Judicial Code to recover on any claim arising under 
title II. 

Section 205 (i) incorporates substantially the provisions of the 
present section 207 of the act with respect to certification by the 
Board of the individuals entitled to payments, except that certifica­
tion-is made to, and payment is made by, the managing trustee. It is 
provided that the Board may withhold certification pending court 
review under subsection (g). 

Section 205 (j) provides that the Board may, where it appears that 
the interest of the applicant would be served thereby, whether he is 
legally competent or incompetent, make certification for payments
directly to him or to a relative or some other person, for the use and 
benefit of such applicant. 
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Section 205 (k) provides that any payments hereafter made under 
conditions set forth in subsection (j), any payments made before 
January 1, 1940, to, or on behalf of, legally incompetent individuals, 
and any payments made after December 31, 1939, to a legally mncom­
petent individual without knowledge by the Board of such mcompe­
tency prior to certification of payment, if otherwise valid under this 
title, shall be a complete settlement and satisfaction of any claim, 
right, or interest in and to such payment. 

Section 205 (1) authorizes the Board to delegate the powers con­
ferred upon it by this section. This includes the power to issue 
subpenas, conduct hearings, make determinations of the right to 
benefits, and make certification of payments. It also authorizes the 
Board to appear by its own attorneys in court proceedings under sub­
section (e) for the enforcement of Board subpenas. 

Section 205 (in) provides that applications for benefits filed prior to 
3 months before the applicant becomes entitled to receive benefits, 
shall be invalid. 

Section 205 (n) authorizes the Board to certify to the managing 
trustee any two or more individuals in the same farmilyT for joint 
payment of the total benefits payable to such individuals. 

REPRESENTATION OF CLAIMANTS BEFORE THE BOARD 

Section 206: This section authorizes the Board to prescribe regula­
tions concerning the practice of attorneys, agents, and other persons 
in the preparation or presentation of claims for benefits before the 
Board, and the Board may require of such agents or other persons 
(other than attorneys) as a condition to recognition that they show 
that they are of good character and good repute and are competent to 
represent claimants. An attorney, in good standing who is admitted to 
practice before the highest court of a State, Territory, or District, or 
before the Supreme Court of the United States or an iuferior Federal 
court, is entitled to represent claimants before the Board. Under 
certain conditions an individual may be suspended or prohibited from 
further practice before the Board. Whlile it is not contemplated that 
the services of an agent or attorney will be necessary in presenting 
the vast majority of claims, the experience of other agencies would 
indicate that where such services are performed the fees charged there­
for should be subject to regulation by the Board, and it is so provided. 
The provision is similar to the statute (5 U. S. C., sec. 261) giving the 
Treasury Department comparable authority. For the purpose of 
protecting claimants and beneficiaries a penalty is provided for 
violation of Board regulations prescribing fees and for deceiving, 
misleading, or threatening claimants or beneficiaries with intent 
to defraud. 

ASSIGNMENT 

Section 207: This section is identical with section 208 of the Social 
Security Act which provides that a right to payment under this title 
shall not be transferable or assignable nor shall any moneys paid or 
payable be subject to execution or other legal process. 
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PENALTIES 

Section 208: This section is designed tc, protect the system against
fraud. The present penal provisions are broadened and clarified so 
as to specifically apply to the making of false statements such as in 
tax returns, tax claims, etc., for the purpose of obtaining or increasing
benefits, and to apply to the making of false statements, affidavits, or 
documents in connection with an application for benefits, regardless
of whether made by the applicant or some other person. 

DEFINITIONS 

Definition of woages. 
Section 209 (a): This subsection continues the present definition of 

wages, clarifies it in certain respects, and excludes certain payments
heretofore included. Paragraph (2) in the House bill excludes all 
payments made Iby the employer to or on behalf of an employee or 
former employee, under a plan or system providing for retirement 
benefits (including pensions), or disability benefits (including medical 
and hospitalization expenses), but not life insurance. Your com­
mittee have added an exclusion. of~payments on account of death 
(including life insurance) where it is clear that the employee while 
living does not have certain rights and options. Generally, such pay­
ments are excluded under existing law if the'employee does not have 
those rights and options, but it is deemed desirable for purposes of 
certainty to provide an express exclusion. The payments under para­
graph (2) of the House bill and under the bill, as amended, would be 
exclirded even though the amount or possibility of such payments is 
taken into consideration in fixing the amount of remuneration and 
even though such payments are required, either expressly or impliedly,
by the contract of employment. Since it is the practice of some em­
ployers to provide for such payments through insurance or the estab­

lishment and maintenance of funds for the purpose, the premiums or 
insurance payments and the payments made into or out of any fund 
would likewise be excluded from wages. Paragraph (3) expressly
excludes from wages, payment' by an employer (without deduction 
from the remuneration of, or other reimbursement from, the employee)
of the employee's tax imposed by section 1400 of the Internal Revenue 
Code (formerly sec. 801 of the Social Security Act) and employee
contributions under State unemployment compensation laws. Para­
graph (4) excludes dismissal payments which the employer is not 
legally obligated to make. 

The exclusion of remuneration paid prior to January 1, 1937, is 
merely a technical change. Such remuneration has never been any
basis for the benefits under this title, being excluded in the provisions
providing the benefits. Such provisions are simplified by transferring
the exclusion to the definition of wages.

Your committee have proposed an amendment, effective in 1940, 
to the Federal Insurance Contribuitions Act, giving a tax rebate to 
employees with total salary of more than $3,000, who, because they
work for more than one employer in a year, have taxable wages in 
excess of $3,000 for the year. Your committee accordingly propose an 
amendment to section 209 (a) of the House bill, so that no more than 
$3,000 total remuneration for any calendar year is counted for such 
year for benefit purposes. 
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Definition of employment. 
Section 209 (b): This term is defined in the House bill to mean any 

service performed prior to January 1, 1940, which would be included 
under existing law' for purposes of credit toward benefits; and to mean 
any service performed after December 31, 1939, by an employee for 
the person employing him, irrespective of the citizenship or residence~ 
of either, (A) within the United States, or (B) on or in connection with 
an American vessel (defined in subsec. (d)) under a contract of service. 
entered into within the United States or during the performance of 
which the vessel touches a port therein, if the employee is employed 
on, and in connection with, the vessel when outside the United States. 
No substantive change in existing law is made by the introductory-
paragraph of this provision except the extension of the definition to, 
include service on American vessels. Your committee, however, pro­
pose another* substantive change to the introductory paragraph-the,
provision relative to service performed by an individual after he at­
tains age 65. Under the House bill the Federal Insurance Contribu­
tions Act is amended and taxes wages from such services after 1939. 
Accordingly, the House bill includes such services performed after­
1939 in the definition of employment. One of your committee's pro­
posed amendments would make wages from such services performed, 
after 1938 taxable, and it is proposed that the introductory paragraph 
of section 209 (b) of the bill as it passed the House be amended 
accordingly. The purpose is to give the opportunity for an additional 
year of coverage to those who become 65 before 1939. This extension 
is designed to include, with the qualifications noted, all service which 
is attached to, or connected with, the vessel (e. g., service by officers 
and members of the crew and other employees such as those of con­
cessionaires). Individuals who are passengers on the vessel in the 
generally accepted sense, such as an employee of an American depart­
ment store going abroad, would not be included, because their service 
has no connection with the vessel. Service performed on, or in con­
nection with, an American vessel within the United States will be on 
the same basis as regards inclusion as other services performed within 
the United States. 

Under existing law service performed within the United States 
(which otherwise constitutes employment) is covered irrespective of 
the citizenship or residence of the employer or employee. The 
amendment makes clear that this will be true also in the case of' 
maritime service covered by the amendment, regardless of whether 
performed within or without the United States. The basic reasons 
which caused the original coverage to be made without distinctions 
on account of citizenship or residence apply in the case of seamen.. 
The number of foreign seamen -who may be employed on American' 
vessels engaged in trade is limited under our shipping laws. 

The defimition of the term "employment" under the amendment, 
as applied to service rendered prior to January 1, 1940, retains the 
exemptions contained in the present law. The definition applicable 
to service rendered on and after that date continues unchanged some 
of the present exemptions, revises others, and adds certain addi­
tional ones. 

Paragraph (1) continues the exception of agricultural labor, but a 
new subsection (1) defines the term for purposes of the exclusion. 
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Paragraph (2) continues the present exception of domestic service 
in a private home, but adds to the exception such service in a local 
(ollege club or local chapter of a co]Iege fraternity or sorority (not 
including alumni clubs or chapters). Thus services of cook, waiter, 
chambermaid, and the house mother, performed for these local 
clubs and chapters, are exempt.

Paragraph (3) continues the present exception of casual labor not 
in the course of the employer's trade or business. 

A new paragraph (4) excludes service performed by an individual in 
the employ of his son, daughter, or spouse, and service performed by a 
child under the age of 21 in the employ of his parent. This exclusion 
is already contained in the Federal unemployment tax provisions of 
the existing law and is considered advisable because of the possibility
offered by such employment for collusion in building up credits in 
certain cases which offer a high return for a small amount of contribu­
tions. 

Paragraph (5), which takes the place of the existing exclusion of 
service on documented vessels, excludes service performed on or in 
connection with a vessel not an American vessel, if the employee is 
employed on and in connection with such vessel when outside the 
United States. This provision excludes all service, although per­
formed within the United States, which is rendered by an employee
who was rendering service on and in connection with such a vessel 
upon its entry into the United States or who is rendering such service 
upon departure of the vessel from the United States. Thus, officers 
and members of the crew and other employees whose service is 
rendered both on and in connection with the vessel (such as employees
of concessionaires and others whose service is similarly connected with 
the vessel) when on its voyage are excluded even though the vessel is 
within the United States, if they come into or go out of the United 
States with the vessel. 

Paragraph (6) continues the exemption of service performed in the 
employ of the United States but, with respect to instrumentalities of 
the United States, limits the exemption to those instrumentalities 
which are (A) wholly owned by the United States or (B) exempt from 
the tax imposed by section 1410 of the Internal Revenue Code 
(formerly sec. 804 of the Social Security Act) by virtue of anyv other 
provision of law. The change in this provision brings,within this title 
of the act certain Federal instrumentalities not falling wvithin clause 
(A) or (B), above, such as national banks. 

Paragraph (7) continues the exemption of service for State govern­
ments, their subdivisions and instrumentalities, but limits the exemp­
tion with respect to instrumentalities so that it applies only to an 
instrumentality which is wholly owned by a State or political sub­
division or which would be immune from the tax imposed by section 
1410 of the Internal Revenue Code (formerly sec. 804 of the Social 
Security Act) by the Congtitution. The amendment thus narrows the 
present exemption and in .no case broadens it. 

.Paragraph (8) continues the exemption of religious, charitable, 
Ercientific, lierary, or educational organizations, but brings the language
of the exemption into conformity with the corresponding exemption
from income tax under section 101 (6) of the Internal Revenue Code, 
by adding a specific, disqualifying clause applicable where any sub­
stantial part of the activities of the organization is carrying on 
propaganda or otherwise attempting to influence legislation. 
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Paragraph (9) continues without change the present provisions of 
law exempting services of employees covered by the railroad-retirement 
system. This provision leaves unchanged the exemption of the service 
of an individual in the employ of an employer subject to the railroad 
retirement system even though the individual receives remuneration 
in a form, e. g., tips, not recognized as compensation under the Railroad 
Retirement Act and subcbapter B of chapter 9 of the Internal Revenue 
Code (formerly the Carriers' Taxing Act of 1937), and leaves un­
changed the inclusion of service in case it is performed by an employee 
in the segregable nonrailroad activities of an employer where segre­
gation of the railroad activities from nonrailroad activities is found 
necessary in the interpretation and administration of the laws relating 
to the social-security system and the railroad-retirement system. 

Paragraph (10) provides several new exclusions from employment. 
Clause (A) exempts -certain service in any calendar quarter perf ormed 
in the employ of an organization exempt from income tax under 
section 101 of the Internal Revenue Code, if (i) the remuneration for 
such service does not exceed $45; or (ii) without- regard to amount 
of remuneration, if the service is performed in connection with tile 
collection of dues or premiums (away from the home office) for a 
fraternal beneficiary society, order, or association, or is ritualistic 
service (wherever performed) in connection with such an organiza­
tion; or (iii), without regard to amount of remuneration, if the service 
is performed by a student enrolled and regularly attending classes at 
a school, college, or university. Organizations so exempt from income 
tax and thus within this provision include the following: Certain 
labor, agricultural, and horticultural organizations, mutual savings 
banks, fraternal beneficiary societies, building and loan associations, 
cooperative banks, credit unions, cemetery companies, business 
leagues, chambers of commerce, real estate boards, boards of trade, 
civic leagues, local associations of employees, social clubs, local bonev­
olent life insurance associations, mutual irrigation and telephone com­
panies, farmers' or other mutual hail, cyclones, casualty, or fire in­
surance companies or associations, farmers' cooperative marketing 
and purchasing associations, corporations organized to finance crop 
operations, voluntary employees' beneficiary associations, and religious 
or apostolic associations or corporations. 

Paragraph (10), clause (B), of the House bill excepts service in the 
employ of an agricultural or horticultural organization, regardless of 
the amount of remuneration. The committee report of the Ways and 
Means Committee states that these organizations are identical with 
agricultural and horticultural organizations exempt from income tax 
under section 101 (1) of the Internal Revenue Code. The proposed 
amendment of your committee would be to clarify the provision. 

Paragraph (10), clause (C), excepts service mn the employ of a 
voluntary employees' beneficiary association, providing for payment 
of life, sick, accident, or other benefits to the members of such asso­
ciation or their dependents, if (i) no part of its net earnings inures 
(other than through such payments) to the benefit of any private 
shareholder or individual, and (ii) 85 percent or more of the income 
consists of amounts collected from members for the sole purpose of 
making such payments and meeting expenses. This exemption is 
identical with that of these organizations under section 101 (16) of 
the Internal Revenue Code and will have the same scope. 
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Paragraph (10), clause (D), of the House bill excepts all service 
performed in the employ of a voluntary employees' beneficiary associ­
ation providing for the payment of life, sick, accident, or other benefits 
to the members of such association or their dependents or designated 
beneficiaries, if (i) admission to membership in such association is 
limited to individuals who are employees of the United States Govern­
ment, and (ii) no part of the net earnings of such association inures 
(other than through such payments) to the benefit of any private
shareholder or individual. The proposed amendment is merely 
-clarifying. 

Paragraph (10), clause (E), excepts service performed in any calen­
dar quarter in the employ of a school, college, or university, not exempt
from income tax, if such service is performed by a student enrolled and 
regularly attending classes at such school, college, or university, and 
the remuneration for such service does not exceed $45. In deter­

miig the remuneration, for purposes of the,$45 limitation, the value 
of room, board, and tuition, if furnished by the school, college, or 
university as part of the remuneration, would be excluded. 

A calendar quarter is any period of 3 calendar months ending on 
March 31, June 30, September 30, or December 31. 

Paragraph (1 1) excepts service performed in the employ of a foreign 
government, and paragraph (12) similarly excepts, on a basis of 
reciprocity, service performed in the employ of an instrumentality
wholly owned by a foreign government. These paragraphs are, by 
section 902 (f) of the bill, made retroactively effective to the date of the 
enactment of the Social Security Act. 

Paragraph (13) excepts service performed as a student nurse in the 
employ of a hospital or a nurse's training school by an individual who is 
enrolled and is regularly attending classes in such a school chartered 
or approved pursuant to State law; and service performed as an interne 
(as distinguished from a resident doctor) in the employ of a hospital
by an individual who has completed a 4 years' course in a medical 
school chartered or approved pursuant to State law. 

Paragraph (14) is a new paragraph proposed by your committee. 
This amendment would exclude fishermen from coverage. It 

would also exclude officers and members of crews (even though not 
fishermen) of any vessel less than 400 tons or of any sail vessel regard­
less Of tonnage if the vessel is engaged in specified fishing activities. 
The tonnage of vessels will be determined by methods employed for 
determining tonnage for the purpose of registry.

Paragraph (15) is a new paragraph proposed by your committee, 
which would exclude services performed by an individual under the 
age of 18 in making street sales of newspapers, and in making house-
to-house delivery of newspapers or shopping news, including handbills 
and other similar types of advertising material It does not include 
the handling of newspapers and advertising material prior to time 
they are turned over to the individual who makes the sale, the house-
to-house, or other final distribution. 

Section 209 (c): This section of the House bill relates to an employee
who has performed both included and excluded service for the same 
employer during a pay period. It provides that if one-half or more 
of the services constitutes included employment, all of such service 
will be included; but that if less than one-half constitutes included 
employment, all will be excluded. The provision does not apply to 
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the service of an employee in a pay period if any of the service of the 
,employee in the pay period is covered under the railroad-retirement 
system. The proposed amendment by your committee is merely 
clarifying. 
Definition oJf American vessel. 

Section 209 (d): This term is defined to mean any vessel docu­
mented or numbered under the laws of the United States; and also 
to include any vessel neither so documented nor numbered nor docu­
mented under the laws of any foreign country while the crew is in the 
-employonly of citizens or residents of the United States or corporations 
,organized under the laws of the United States or of any State. 
"Primaryinsurance benefit" defined. 

Section 209 (e) of the House bill defines the term "primary insur­
ance benefit" and is the basis for the computation of benefits under 
~section 202. "Primary insurance benefit" means an amount equal to 
the sum of the following: (1) (A) 40 percent of the amount of an 
individual's average monthly wage, if such average monthly wage does 
not exceed $50, or (B) if such average monthly wage exceeds $50, 40 
percent of $50, plus 10 percent of the amount by which such average 
monthly wage exceeds $50, and (2) an amount equal to 1 percent of 
the amount computed under (1) above multiplied by the number of 
years in which $200 or more of wages were paid to such individual. 
This section sets forth the method of computing the amount of a 
primary insurance benefit for a month. In the case of a living indi­
vidual such amount is the amount payable as a benefit under section 
202 (a). Such amount also serves as the basis for computing, in the 
case of a living or deceased individual, any other benefit (or a lump 
sum) which may be payable on the basis of such individual's wages. 

The amendment proposed by your committee to clause (1) places a 
limit of $250 on the average monthly wage upon which computation 
of the benefit may be based. While it will be impossible to exceed 
this average from employment after 1099 under your committee's 
proposal in connection with tax rebates, in an occasional case a person 
,earning large amounts with several employers, prior to 1940 and 
retiring in the near future, might otherwise receive unjustifiably large 
benefits. 

This proposal would also liberalize the House bill in this respect by 
providing that the minimum primary insurance benefit shall be $10 
and, under the amendments proposed to section 203, this minimum 
primary insurance benefit would not be subject to reduction as a 
primary insurance benefit would be under the provisions of the House 
bill. 

Average monthly wage. 
Section 209 (f) of the House bill defines the term "average monthly 

wage" as used in the formula set forth in subsection (e) to mean the 
quotient obtained by dividing the total wages paid an individual before 
the year in which he died or became entitled to receive primary 
insurance benefits, whichever first occurred, by 12 times the number 
of years elapsing after 1936 and before such year in which he died or 
became so entitled, excluding any year prior to the year in which he 
attained the age of 22 during which he was paid less than $200. In 
no case, however, shall such total wages be divided by a number less 
than 36. 
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Your committee's proposal would amend the House bill by substi­
tuting quarters for years, and eliminating the minimum divisor of 36. 
Thus the wages which would be counted toward benefits would be 
those paid before the quarter in which the individual dies or retires 
rather than before the y~ear in which such event occurs. The mini­
mum divisor in determining monthly average wages would be 18 
instead of 36 as 6 quarters are provided in title II as the minimum 
requirement for benefits. It would also eliminate from the conmputa­
tion quarters which occurred prior to 1939 and which occurred after 
an individual already 65 had attained that age, thus tending more 
accurately to reflect his wage loss on retirement. 
Fully insured individual. 

Section 209 (g) of the House bill defines the term "fully insured 
individual."­

Paragraph (1) of the definition provides that individuals who attain 
age 65 prior to the year 1940, in order to become fully insured in­
dividuals, must have not less than 2 years of coverage and have been 
paid not less than $600 in wages. This is a fiat minimum require­
ment which applies without rega~rd to the particular year i~n wbich 
'an individual attained age 65. 

Paragraph (2) of the definition applies to individuals who die or 
attain age 65 after 1939 and before 1946. It provides a formula for 
determining the requirements for becoming a fully insured individual, 
based on the number of years elapsing after 1936 and up to and includ­
ing the year of death or attainment of age 65. If an individual dies in 
1940, he must have at least 3 years of coverage and $800 in wages. 
Every second year after 1940 (beginning in 1942) the number of years 
of coverage required increases by 1 year, and every year after 1940 
the amount of wages required 'increases by $200 over the amount 
required for the preceding year. Thus,. an individual dying or 
attaining age 65 in 1945 must have 5 years of coverage and $1,800 
in wages to be fully insured. 

Paragraph (3) provides a formula for determining the requirements 
for individuals who die or attain age 65 in 1946 or thereafter. 
The determination is based on the number of years elapsing after 
1936 or after the year in which an individual attained age 21 (if he 
attained that age after 1936) and up to and including the year of 
death or attainment of age 65, subject to a minimum of 5 years of 
coverage and minimum wages of $2,000. The provision continues 
the same rate of increase in coverage requirements from year to year, 
as provided under paragraph (2), but in no event are wages in ex­
cess of $2,000 required. The minimum coverage provisions are 
applicable only in cases where the number of years of coverage de­
termined in accordance with the formula is below the minimum. 
Thus, if an individual attains age 21 in 1950 and dies in 1956, the 
formula would require only 4 years of coverage, which, by operation 
of the mimimum; would be increased to 5 years of coverage. The 
total wages required would, of coursA, be $2,000. 

Under paragraph (4) any individual who has accumulated 15 years 
of coverage is fully insured, whether or not he earns any wages 
thereaf ter. 

Your committee propose an amendment to this subsection of the 
bill, which, while preserving its general principles, would somewhat 
liberalize and simplify the requirements. The proposal is insubstance, 
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that a person would be a fully insured individual if he had half as 
many quarters of coverage as there were quarters elapsing after 1936 
(or his twenty-first birthday, if later), and before he attained age 65 
(or died prior to 65). In meeting this requirement, quarters of cover­
age are counted though occurring after theindividual is 65. A quarter 
of coverage is defined as a calendar quarter in which an individual is 
paid at least $50. In addition, the amendment would provide that 
an individual who has 40 quarters of coverage would be fully insured 
regardless of whether he earned any wages thereafter. 
Currently insured individual. 

Section 209 (h) defines the term "currently insured individual" to 
mean any individual with respect to whom it appears to the satisfac­
tion of the Board that he has been paid wages of not less than $50 
for each of not less than 6 of the 12 calendar quarters immediately 
preceding the quarter in which he died. The purpose of this provi­
sion is, while avoiding an unwarranted drain on the trust fund, to 
provide protection for the surviving dependenfs of individuals who 
are paid a certain minimum amount of wages in covered employment 
within the last 3 years before death, but who have not workied in 
such employment long enough and have not been paid sufficient wages 
to have qualified them as fully insured individuals. 

Section 209 (i) of the House bill defines the term "wife" to mean the 
wife of an individual who was married to him prior to January 1, 1939, 
or if later, prior to tile day upon which he attained the age of 60. 

Section 209 (j) of the House bill defines the term "widow" (except as 
used in sec. 202 (g)) as the surviving dependent wife of an individual 
who was married to him prior to the beginning of the twelfth month 
before the month in which he died. Your committee propose a change 
in section 209 (i) and (j) by eliminating the requirement as to the date 
of marriage in any case where the wife is the mother of a son or daugh­
ter of the insured individual. 

Section 209 (k) defines the term "child" (except as used in sec. 
202 (g)) as the child of an individual, and the stepchild of an individual 
by a marriage contracted prior to the date upon which he attained the 
age of 60 and prior to the beginning of the twelfth month before the 
month in which he died, and a child legally adopted by an individual 
prior to the date upon which he attained the age of 60 and prior to 
the beginning of the twelfth month before the month in which he died. 
Definition of "agriculturallabor." 

Section 209 (1): The present law exempts "agricultural labor" 
without defining the term. It has been difficult to delimit the applica­
tion of the term with the certainty required for administration and 
for general understanding by employers and employees affected. 

Your conmmittee believes that greater exactness should be given 
to the exception and that it should be broadened to include as "agri­
cultural labor" certain services not at present exempt, as such services 
are an integral part of farming activities. In the case of many of 
such services, it has been found that the incidence of the taxes falls 
exclusively upon the farmer, a factor which, in numerous instances, 
has resulted in the establishment of competitive advantages on the 
part of large farm operators to the detriment of the smaller ones. 

The definition of "agricultural labor" contained in the bill as 
reported by the committee is in substantially the same form as in the 



62 SOCIAL SECURITY ACT AMENDMENTS OF 1939 

House bill; however, the committee does recommend some changes
designed to further clarify the extent of the exemption.

Paragraph (1) of this subsection exempts service performed on a 
farm, in the employ of any person, in cultivating the soil, or in raising 
or harvesting any agricultural or horticultural commodity, including
the raising, shearing, feeding, caring for, training, and management of 
livestock, bees, poultry, and fur-bearing animals and other wildlife. 
Such services are exempt under existing law only if performed in the 
employ of the owner or tenant of the farm on which they are rendered. 
Services performed on a farm in the raising, feeding, and management 
of fur-bearing animals, such as foxes, not now exempted, will be 
exempt under paragraph (1). This paragraph also continues the 
existing exclusion of services performed On a farm in the raising or 
harvesting of horticultural commodities, including flowers and nursery
products, such as young fruit trees, ornamental plants, and shrubs. 

Paragraph (2) of the subsection excepts services in the employ of 
the owner (whether or not such owner is mn possession) or tenant or 
other operator of a farm in connection with the operation, manage­
ment, conservation, improvement, or maintenance of such farmn and 
its tools and equipment, if the major part of those services are per­
formed on a farm. Under this language certain services are to be 
regarded as agricultural even though they are not performed in con­
ducting any of the operations referred to in paragraph (1). Services 
exempt under this paragraph may include, for example, services per­
formed by carpenters, painters, farm supervisors, irrigation engineers,
bookkeepers, and other skilled or semiskilled workers whose services 
contribute in any way to the proper conduct of the farm or farms 
operated by their employer. Some of these services at present con­
stitute covered employment under some circumstances but not under 
other circumstances. It is stipulated that the services referred to in 
this paragraph must be performed in the employ of the owner or 
tenant or other operator of the farm so that the exemption will not 
extend to services performed by such persons as employees of a com­
mercial painting concern, for example, which contracts with a farmer 
to renovate his farm properties. 

Paragraph (3) extends the exception to services performed in con­
nection with certain specified products and operations. Ordinarily
these services are performed on a farm or are of such a character as 
to warrant no different treatment than is accorded services per­
formed in connection with farming activities. In order that a uni­
form rule may be applied in the case of these services, they will be 
excepted whether or not performed on a farm or in the employ of the 
owner or tenant of a farm. In the case of maple sap, the exemption
will extend to services in connection with the processing of the sap
into maple sugar or maple sirup, but not in the subsequent blending 
or other processi'ng of such sugar or sirup with other products. Under 
the present exception services performed in connection with the pro­
duction of maple sirup or maple sugar do not constitute "agricultural
labor." Similarly, the existing exception does not extend to services 
performed in connection with the growing, harvesting, processing,
packig and transporting to market of oleoresin, gum spirits of tur­
pentie and gum resin. Under this paragraph, however, the excep­

towilapply to services performed in connection with the prduc­
tion or harvesting Of crude gum (oleoresin) from a living tree and of 
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the following products as processed only by the original producer of 
the crude gum (oleoresin): Gum spirits of turpentine and gum resin,, 
as defined in the Agricultural Marketing Act, as amended. Services 
performed in connection with any hatching of poultry and in connec­
tion with the ginning of cotton will also be excepted. Services per­
formed in connection with the raising or harvesting of mushrooms 
constitute "agricultural labor" under existing law, only when per­
formed on a farm. The fact that mushrooms are not usually grown
under ordinary field conditions but are grown in cellars, caves, barns, 
or in sheds specially constructed for the purpose has resulted in the 
employees of some growers being covered while employees of others 
are not. Under this paragraph all such services will be excepted.
Service performed in connection with the operation or maintenance 
of ditches, canals, reservoirs, or waterways used exclusively for 
supplying and storing water for farming purposes will also be excepted
under this paragraph. Thus, all service performed in the employ of an 
organization operating exclusively for the purpose of supplying water 
to farms would be exempt. Most of such organizations are exempt
under the present law as governmental agencies. The others are 
usually nonprofit companies formed by the farmers who use the 
water. 

Paragraph (4) of the subsection extends the exemption to service 
(though not performed in the employ of the owner or tenant or other 
operator of a farm) performed in the handling, planting, freezing,
grading, storing, or delivering to storage or to market or to a carrier for 
transportation to market, any agricultural or horticultural commodity,
provided such service is performed as an incident to ordinary farming 
operations or, in the case of fruits and vegetables, as an incident to the 
preparation of such fruits or vegetables for market. The provisions of 
the paragraph, however, do not extend to services performed in connec­
tion with commercial canning or commnercial freezing, nor to services 
performed in connection with any agricultural or horticultural com­
modity after its delivery to a terminal market for distribution for 
consumption. The expression "as an incident to ordinary farming
operations"~is, in general, intended to cover all services of the character 
described in the paragraph which are ordinarily performed by the em­
ployees of a farmer or by employees of a farmers' cooperative organiza­
tion or group, as a prerequisite to the marketing, in its unmanufactured 
state, of any agricultural or horticultural commodity produced by such 
farmer or by the members of such organization or group. The ex­
pression also includes the delivery of such commodity to the place
where, in the ordinary and natural course of the particular kind of 
farming operations involved, the commodity accumulates in storage
for distribution into the usual channels of commerce and consump­
tion. To the extent that such farmers, organizations, or groups, 
engage in the handling, etc., of commodities other than those of their 
own production or that of their members, such handling, etc., is not 
regarded as being carried on "as an incident to ordinary farming
operations." In such a case the rules set forth in subsection (c) of 
this section apply.

In the case of fruits and vegetables, however, whether or not of a 
perishable nature, services performed in the handling, drying, packing, 
etc., of those commodities constitute "agricultural labor" even though 
not performed as an incident*to ordinary farming operations, provided 
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they are rendered as an incident to the preparation of such fruits or 
vegetables for market. Under this portion of the paragraph, for ex­
ample, services performed in the sorting, grading, or storing of fruits or 
in the cleaning of beans, as an incident to their preparation for market, 
will be excepted irrespective of whether performed in the employ of 
a farmer, a farmers' cooperative, or a commercial handler of such 
commodities. 

Since the services referred to in this paragraph must be rendered in 
the actual handling, drying, etc., of the commodity, the paragraph 
does not exempt services performed by stenographers, bookkeepers,
clerks, and other office employees in the employ of farmers, farmers' 
cooperative organizations or groups, or commercial handlers. To the 
extent that services of this character are performed in the employ of 
the owner or tenant of a farm, however, and are rendered in major 
part on a farm, they may be exempt under the provisions of para­
graph (2).

The last sentence of the subsection makes it clear that the term 
"farm" as used in this subsection has a broad and comprehensive
meaning. The term, for example, includes fur-bearing animal farms. 
Under present law, services performed in connection with the opera­
tion of such farms constitute covered employment. The term also 
includes greenhouses or other similar structures used primarily for the 
raising of agricultural or horticultural commodities, regardless of their 
location. Under the existing exception, labor performed in some 
greenhouses is excepted while labor in others is not. The inclusion 
of greenhouses of the kind specified, within the meaning of the term 
"farm," will make for a more uniform treatment of greenhouse labor 
and lessen the administrative difficulties which this class of cases 
presents. Greenhouses used primarily for purposes such as storage or 
display purposes or for the fabrication of wreaths and corsages 
(usualyly in connection with the operation of a retail establishment) 
do not, of course, come within the exception. 

Section 209 (in) provides that determination of whether an applicant
is the wife, widow, parent, or child of an individual is to be made by
applying such law as the courts of the State of domicile of the indi­
vidual would apply in determining the devolution of intestate personal 
property or if such individual was not domiciled in a State, by the 
courts of the District of Columbia; also that applicants who accord­
ing to such law have the same status as a wife, widow, parent, or child 
shall be deemed such. 

Section 209 (n) provides that a wife shall be deemed to be living
with her husband if they are both members of the same household, 
or she is receiving regular contributions from him toward her support, 
or he has been ordered by any court to contribute to her support;
and that a.widow shall be deemed to have been living with her husband 
at the time of his death if they were both members of the same house­
hold at. the time of his death, or she was receiving regular contributions 
from him toward her support on such date, or he had been ordered by 
any court to contribute to her support. 
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TITLE III-AmENDMENTS To TITLE III OF THE SOCIAL SECURITY ACT 

PAYMENTS TO STATES FOR UNEMPLOYMENT COMPENSATION
 
ADMINISTRATION
 

Section 301: This section substitutes the word "for" for the word 
"in" in the phrase "during the fiscal year in which such payment is to 
be made" in the first sentence of section 302 (a) of the Social Security 
Act. This amendment is recommended in order to authorize the 
Board to certify unemployment compensation administration grants 
for proper administrative expenses, regardless of whether incurred 
within the fiscal year in which the grant is made. This amendment 
is necessary because of the practical difficulty of determining and 
certifying with exactness grants to finance all expenses incurred during 
the fiscal year before the end of that year. The substitution of the 
phrase "proper and efficient administration" for the phrase "proper 
administration" in this subsection is made to conform the language 
of this subsection with similar language in the amended sections 2 (a), 
402 (a), 503 (a), 513 (a), and 1002 (a) of the Social Security Act. This 
insertion does not effect any substantive changes in this subsection. 
The reference in this subsection to the Internal Revenue Code recog­
nizes the substitution of provisions of the code for the pertinent 
provisions of title IX of the Social Security Act (the old reference). 

PROVISIONS OF STATE UNEMPLOYMENT COMPENSATION LAWS 

Section 302: This section makes certain amendments to the require­
ments made by section 303 (a) of the Social Security Act which a 
State unemployment compensation law must meet in order to qualify 
for grants for administrative expenses. 

The reference to the Internal Revenue Code, contained in the intro­
ductory sentence, recognizes the substitution of provisions of the code 
for the pertinent provisions of title IX of the Social Security Act (the 
old reference). 

The committee recommend an amendment to the parenthetical 
clause in paragraph (1) which will make it necessary, after July 1, 
1941, for the State law to include as part of its provisions for methods 
of administration, such methods relating to the establishment and 
maintenance of personnel standards on a merit basis, as are found by 
the Board to be reasonably calculated to insure full payment of unem­
ployment compensation when due. The committee believe that, 
under this provision, the several State agencies will be aided in their 
efforts to select adequately trained personnel, and to provide more 
efficient administration of the law. This amendment would not 
authorize the Social Security Board to participate in or require the 
selection of particular individuals to be employed by the State agency. 

The amendments made by this section to paragraphs (2), (4), and 
(5) of section 303 (a) of the Social Security Act are designed to make 
clear that the-State may refund contributions paid into the State fund 
by mistake, and also that cooperative arrangements may be made for 
payment of compensation (in the case of workers who have moved 
from the State in which their compensation rights were earned) by 
one State through employment offices in another State. in addition, 
the amendments would authorize the refund of contributions paid 

S. Rept. 734, 76-1-5 
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with respect to a taxable year by national banks and other instru­
mentalities of the United States under the proposed amendment to 
section 1606 of the Internal Revenue Code (formerly sec. 906 of the 
Social Security Act) if the State laW under which such contributions 
were collected is not certified by the Board with respect to that year 
under section 1603. 

Another change in paragraph (5) substitutes a reference to the 
State unemployment fund for the (Federal) unemployment trust fund. 
This is done because the (Federal) unemployment trust fund is in 
substance merely a place of deposit for State moneys rather than a 
fund out of which benefit payments are to be made. 

The amendment makes no change in paragraphs (3) and (6).
New paragraphs (8) and (9) would make it necessary for the State 

law to include provision for the expenditure of funds paid to the State 
for the admimistration of its unemployment compensation law only
for the purposes of and in the amounts found necessary by the Board 
for the proper and efficient administration of the Statoe law; and for 
the replacement within a reasonable time of any such funds which by 
any action or contingen~cy have been lost or have been expended for 

nuroses other than, or in amounts in excess of) those found necessary
bythe Board for the proper and efficient administration of the State 

law. The purpose of these requirements is to minimize the possibility 
of the Board having to refuse to certify an amount for State adminis­
trative expenses because of misapplication or loss of previously
granted funds for administrative purposes. 

In order to enable the States to make the necessary changes in their 
unemployment compensation laws without incurring the expense of 
special legislative sessions, the effective date of these two paragraphs
is postponed until July 1, 1941. 

TITLE IV-AMENDMENTS To TITLE IV OF THE SOCIAL SECURITY ACT 

CHANGES IN REQUIREMENTS FOR STATE PLANS FOR AID TO DEPENDENT 
CHILDREN 

Sect-ion 401: This section amends section 402 (a) of the Social Se­
curity Act. Section 402 (a) sets out in clauses (1) through (6) certain 
basic requirements which a State plan for aid to dependent children 
must meet in order to be approved by the Social Security Board. 

Section 401 (a) contains two amendments to clause (5). One 
relates to the requirement of "proper"~ admiistration and the other 
concerns the inclusion in State plans, after January 1, 1940, of pro­
visions for personnel standards on a merit basis. These amend­
ments are similar to those made to clause (5) of section 2 (a) of the 
Social Security Act by section 101 of the bill. 

Section 401 (b) adds a new clause, numbered (7), which becomes 
effective July 1, 1941. Under this clause the State plan must provide
that the State agency shall, in determining need, take into considera­
tion any income and resources of any child claiming aid under this 
title. It also adds a new clause, numbered (8), effective July 1, 1941, 
which requires that the State plan must provide. safeguards which 
restrict the use or disclosure of information concerning applicants and 
recipients to purposes directly connected with the administration of 
aid to dependent children. These new provisions are similar to those 
added to title I of the Social Security Act by section 101 of the bill. 
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PAYMENT TO STATES FOR AID TO DEPENDENT CHILDREN 

Section 402: Subsection (a) of this section amends section 403 of the 
Social Security Act and will become effective on January .1, 1940. 
Existing law provides for a Federal grant to States having an approved 
plan for aid to dependent children in an amount equal to one-third of 
the total of the sums expended under any 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 an~ month with respect to one 
such dependent child and $12 for such month with respect to each of 
the other dependent children. The bill as passed by the House 
increases the Federal share to one-half and conforms subsection (b) 
(1) to this change.

Your committee recommend changing the House provision and exist­
ing law by eliminating the present maxima and by providing that the 
Federal share for each quarter shall be one-half of the sums expended 
by the State in carrying out its plan, not counting so much of such 
expenditure as aid to dependent children for any month as exceeds 
anaverage of$18 multiplied by the total number of dependent children 
receiving aid for the month. Your committee believes that this change 
in the House bill will enable the States to meet more adequately the 
demands of this type of program.

Subsection (b) of this section provides that the Board, in making 
grants to States, shall reduce the amount to be paid to any State for 
any quarter by a sum equivalent to the pro rata share to which the 
United States is equitably entitled, as determined by the Board, of the 
net amount recovered by the State or any political subdivision thereof 
with respect to aid to dependent children furnished under the State 
plan. The provision is anew one and is similar inscope anidoperation 
to the one included by section 102 of the bill in section 3 (b) (2) of title 
I of the Social Security Act, except that it does not include the proviso 
relating to funeral expenses of a deceased recipient. 

DEFINITION OF DEPENDENT CHILD 

Section 403: This section amends the definition of "dependent 
child," contained in section 406 (a) of the Social Security Act, so that 
its provisions will conform to section 401 of the act, which authorizes 
appropriations to enable States to furnish financial assistance to needy 
dependent children. Section 403 of the bill as passed by the House 
also amends section 406 (a) of the Social Security Act by including 
within the meaning of the term "dependent child," a child under the 
age of 18 if found by the State agency to be regularly attending school. 
The present definition includes only children under the age of 16. 
The change will assist the States to aid children who are over 16 and 
under 18 years of age but are still attending school. 

The only change made by your committee in this provision of the 
House bill is inclusion of language placing nonremunerated appren­
tices in the same class as children regularly attending school, with 
respect to the liberalization of the age limitation. 
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TITLE V-AMENDMENTS To TITLES V AND VI OF THE SOCIAL 

SECURITY ACT 

PUBLIC WELFARE SERVICES 

Your committee have included in the bill a number of changes inl 
the provisions of the Social Security' Act relating to maternal and 
child-welfare services, services for crippled children, vocational 
rehabilitation, and public-health work. The provisions relating to 
maternal and child-health services and services for crippled children 
are administered by the Children's Bureau of the Department of 
Labor. The provisions relating to public-health work and vocational 
rehabilitation are administered, respectively, by the Public Health 
Service and the-'Office of Education. 

INCREASE IN AUTHORIZATION Or APPROPRIATIONS FOR MATERNAL AND 

CHILD-HEALTH SERVICES 

Section 501. This section of the bill increases the authorization of 
appropriations for grants to States for maternal and child-hbalth 
services for each fiscal year as provided in section 501 of the Socia! 
Security Act from $3,800,000 to $5,820,000. 

ALLOTMENTS TO STATES FOR MATERNAL AND CHILD-HEALTH SERVICES 

Section 502. This section of the bill amends section 502 of the 
Social Security Act, which provides the method by which the appro­
priations authorized by section 501 shall be allotted. Under sub­
section (a) of section 502 of the existing law, a fiat annual allotment 
of $20,000 is made to each State; $20,000 of the increased authoriza­
tion is attributable to the fact that Puerto Rico under an amendment 
to section 1101 of the Social Security Act is included in these provi­
sions as a State. Under subsection (a) of section 502 of the existing 
law, $1,800,000 is authorized to be allotted to the various States in 
the proportion that live births in the State bears to the total number 
of live births in the United States, using the latest calendar year for 
which the Bureau of the Census has available statistics. Subsection 
(a) of this section of the bill increases this amount to $2,800,000. 
This amount is required by provisions of section 504 of the Social 
Security Act to be matched by the State on 50-50 basis. 

Under subsection (b) of section 502 of existing law, $980,000 is 
authorized to be allotted, apportioned according to the financial need 
of each State in carrying its plan for maternal and child-health services, 
taking into consideration the number of live births in the State. 
Subsection (b) of this section of the bill increases this amount to 
$1,980,000. This amount is not required to be matched. 

CHANGE IN REQUIREMENTS FOR STATE PLANS FOR MATERNAL AND 
CHILD-HEALTH SERVICES 

Section 503: This section contains two amendments to clause (3) 
of section 503 (a) of the Social Security Act. These amendments are 
similar to those made to clause (5) of section 2 (a) of the Social 
Security Act by section 101 of the bill. 
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INCREASE IN AUTHORIZATION OF APPROPRIATION FOR SERVICES FOR 

CRIPPLED CHILDREN 

Section 504: This section of the bill increases the authorization of 
appropriations for grants to States for services to crippled children 
for each fiscal year as provided in section 511 of the Social Security 
Act from $2,850,000 to $3,870,000. 

ALLOTMENTS TO STATES FOR SERVICES TO CRIPPLED CHILDREN 

Section 505: This section of the bill amends section 512 of the Social 
Security Act by designating the existing law as subsection (a) and 
writing therein the amount ($1,830,000) to be allotted thereunder in 
addition to the fiat allotments of $20,000 for each State (including
Puerto Rico). This additional amount is allotted to the States on 
the basis of the need of each State taking into consideration the num­
ber of crippled children in such State in need of services for crippled 
children and the cost of furnishing such services. The States are 
required under section 514 of the Social Security Act to match on a 
50-50 basis the allotments under this subsection. 

The additional appropriation ($1,000,000) is to be allotted under 
a new subsection (b) according to the financial need of each Sta te for 
assistance in carrying out its State plan, after taking into considera­
tion the number of crippled children in such State in need of services 
for crippled children and the cost of furnishing such service to them. 
The States are not required to match the allotments under this sub­
section. 

Subsection (c) of the bill designates existing subsection (b) (relating, 
to allotments remaining unpaid at the end of any fiscal year) as sub­
section (c). 

CHANGE IN REQUIREMENTS FOR STATE PLANS FOR SERVICES FOR 
CRIPPLED CHILDREN 

This section contains two amendments to clause (3) of section 513 (a) 
of the Social Security Act. These amendments are identical with 
those made to clause (5) of section 2 (a) of the Social Security Act 
by section 101 of the bill. 

PAYMENT TO STATES 

Section 507: Subsection (a) of this section of the bill amends section 
514 of the Social Security Act by striking out "section 512" and 
inserting "section 512 (a)." This is a technical change to make it 
clear that matching of these funds by the State is required only in 
reference to those allotted under subsection 512 (a). 

Subsection (b) of this section of the bill adds subsection (c) to 
section 514 of the act to provide the method of paying the amounts 
allotted under amended section 512 (b). 

VOCATIONAL REHABILITATION 

Section 508: This section increases the authorization of appropria­
tions for grants to the States and Hawaii for vocational rehabilitation 
of disabled persons by increasing the amount authorized for this pur­
pose for each fiscal year by section 531 of the Social Security Act. 
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The House bill increased the amount authorized to be appropriated
annually for vocational rehabilitation to $2,938,000. The committee 
amendment further increases this amount to $4,000,000. It also 
provides that the minimum allotment for any State shall be $30,000, 
instead of $10,000 as is provided in existing law, and provides an 
annual flat allotment to Hawai of $15,000 instead of the $5,000 pro­
vided in existing law. The amendment made by your committee also 
provides an annual flat allotment to Puerto Rico of $15,000 instead 
of the House provision which placed Puerto Rico on the same basis 
as the States, and increases the authorization of appropriations for 
administrative expenses. 

APPROPRIATIONS FOR PUBLIC-HEALTH WORK 

Section 509: This section of the bill increases the authorization of 
appropriations, for each fiscal year, for grants to States and their 
political subdivisions for public-health work, as provided in section 
601 of the Social Security Act, from $8,000,000 to $12,000,000. 

TITLE VI-AMENDMENTS TO THE INTERNAL REVENUE CODE 

FEDERAL INSURANCE CONTRIBUTIONS ACT 

TAXES UNDER SECTIONS 1400 AND 1410 OF THE INTERNAL REVENUE CODE 
(FORMERLY SECTIONS 801 AND 804 OF THE SOCIAL SECURITY ACT) 

Sections 601 and 604: Under the existing provisions of sections 
1400 and 1410 of the Internal Revenue Code (formerly sees. 801 and 
804, respectively, of the Social Security Act) the rate of tax on em­
ployees and the rate of tax on employers are each scheduled to increase 
on January 1, 1940, from 1 percent of the wages to 1~,2 percent, with a 
further increase of Y2 percent at the expiration of succeeding 3-year
periods until the maximum rate of 3 percent on employees and 3 per­
cent on employers is reached in 1949. Under the amendment the 
increase scheduled for January 1, 1940, would be eliminated, and the 
rate of each tax would be as follows: 

Percent, 
For the calendar years 1939, 1940, 1941, and 1942 ---------------------- 1
 
For 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
 

A further change is made by this amendment. Sections 1400 and 
1410 of the Internal Revenue Code now provide that the rate of tax 
applicable to wages is the rate in effect at the time of the performance
of the services for which the 'Wages are paid. This will unnecessarily
complicate the making of returns and the collection of the taxes in 
later years when the rate of tax has been increased. For example,
in 1943 the rate of tax increases from 1 percent to 2 percent. Thus, 
wages which are paid in 1943 for services performed in 1942 will be 
subject to the 1-percent rate, while wages paid in 1943 for services 
performed in that year will be subject to the 2-percent rate. Provision 
must therefore be made in the return for 1943 for the reporting of 
wages subject to the different rates, and, in auditing the returns, it 
will be necessary to ascertain not merely the time when the wages 
were paid and received, but also the year of the rendition of the services 
for which the wages are paid. If employers have failed to make the 
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-proper distinction, many refunds and additional assessments will 
doubtless be necessary and confusion will result. Under the amend­
ment the rate applicable would be the rate in effect at the time that 
the wages are paid and received without reference to the rate which 
was in effect at the time the services were performed. 

ADJUSTMENTS OF OVERPAYMENT AND UNDERPAYMENT OF EMPLOYEES' 

TAX, AND SPECIAL REFUNDS OF EMPLOYEE' S TAX 

Section 602 (a): Present section 1401 (c) of the Internal Revenue 
Code (formerly sec. 802 (b) of the Social Security Act) is designed to 
permit the employer to adjust, without interest, overpayments and 
underpayments of employees' tax without the necessity in the former 
case of requiring the filing of a claim for refund and in the latter case 
of the making of a demand by the collector for the additional tax. The 
existing provisions of the section require that the adjustment be made 
in connection with subsequent wage payments. The different types 
of situations obtaining at the time the error is discovered and should 
be corrected are numerous. For example, the employee may be con­
-tinuousy emlydadrciigrmnrto trglritervals, 
or- emyb nildt ormnrtoor 
-if he is ettetormnrtoimanobetxleecuse 

rhomeim t ome, or 
his 

service isrnee eprrlo o nidfnt ie naforeign 
-country, rbcueh a led eevd$,0 rmteepoe 
for serie redrddrn h aedryatemxmmtaxal 
remuneration under section 1426 (a) of te Internal Revenue Code 
(formerly see. 811 (a) of the Social Security Act), or the employee's 
-connection with the employer who made the error may have been 
-severed. Moreover, undercollections require a procedure different 
from that in the case of overcollections. The use of the term "wage 
paymrents" causes difficulty since the term "wages" has a restricted 
'meaning for the purpose of this tax. Furthermore, it may prove 
-desirable in certain circumstances to provide for adjustments at times 
other than in connection with subsequent payments of remuneration 
to the individual. This amendment, by use of the word "remunera­
tion" instead of "wage" and by leaving the manner and time of the 
-adjustment to be prescribed by, regulations, will enable the adninis­
trative officers to meet the varied situations which arise. 

Section 602 (b): Your committee has added this subsection to 
section 602 of the House bill, which would add a new subsection (d) 
to section 1401 of the Internal Revenue Code. Under existing law, 
-remuneration received by an employee witb respect to employment 
during any calendar year is taxable up to and including $3,000 
received by the employee from each employer he may have during 
the year. Hence, an employee who has more than one, employer may 
be required to pay the old-age-insurance employee's tax on aggregate 
wages in excess of $3,000. The committee believe this bears harshly 
on the individual having more than one employer during a calendar 
year, and has accordingly incorporated an amendment which permits 
the employee to obtain a refund, without interest, of the tax paid 
on the aggregate in excess of $3,000 earned after December 31, 1939, 
provided a timely claim is filed. For administrative reasons the 
-committee has not disturbed the liability of the employee having 
more than one employer for tax on each $3,000 of wages from each 
employer or the requirement that each employer shall deduct the 
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employee's tax from wages which he, pays his employee within the 
$3,000 maximum. No ground for relief exists in the case of the 
employer's tax. Each employer wvill and should be liable for tax 
with respect to the first $3,000 paid to each employee notwithstand­
ing the employee may be receiving, or may later in the year receive, 
wages from another employer. No refund is authorized in any case 
unless the employee's tax with respect to at least $3,000 of wages for 
employment daring the calendar year has been actually deducted 
and paid to the collector of internal revenue. 

RECEIPTS FOR EMPLOYEES 

Section 603: This section amends subchapter A of chapter 9 of the 
Internal Revenue Code (formerly dtle VIII of the Social Security Act) 
by inserting a niew section in suchi subchapter. Subsection (a) of the 
new section requires every employer to furnish each employee with a 
written statement or statements, in a form suitable for retention by
the employee, showing the taxable wages paid to the employee after 
December 31, 1939, for services rendered in his employ, and the 
amount of tax imposed by section 1400 with respect to such wages.
In addition, the names of the employer and employee, and the period
covered by the statement, are to be shown. Each statement, or 
receipt, must cover one or more, but not more than four, calendar 
quarters. Under existing Treasury regulations the employer is 
required to file a return for each calendar quarter with the collector of 
internal revenue, showing the amount of wages paid to each employee.
By requiring the receipts to cover one, or more calendar quarters, the 
employer is enabled, in making out such receipts, to use the amounts 
of wages of each employee as shown on the copies of the quarterly 
returns which the employer retains. Returns, under existing Treasury 
regulations, must be filed with the collector within the calendar 
month following, the close of the quarter. The section gives employers 
an additional m~onth within which to furnish their employees with the 
receipts. However, when an employee leaves the employ of the 
employer, the final receipt, covering the period from the termination 
of the period covered by the last preceding receipt furnished the 
employee, is to be given the employee when the final payment of 
wages is made to him. If the employer chooses, he may under the 
section furnish a receipt to an employee at the time of each payment 
of wages during a calendar quarter, in lieu of covering in a single receipt
the total wages paid to the employee during such quarter. 

Subsection (b) provides that any employer who willfully fails to 
furnish a statement to an employee in the manner, at the time, and 
showing the information, required under subsection (a),shall for each 
such failure be subject to a civil penalty of not more than $5. 

TAXES UNDER SECTION 1410 OF THE INTERNAL REVENUE CODE (FOR­
MERLY SECTION 804 OF THE SOCIAL SECURITY ACT) 

Section 604: See section 601, supra. 

ADJUSTMENT OF EMPLOYERS' TAX 

Section 605: The amendment made by this section to section 1411 
of the Internal Revenue Code (formerly sec. 805 of the Social Security
Act), relating to adjustments of employers' tax, is intended to ac­
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complish the same purpose as the corresponding amendment to sec­
tion 1401 (c) of the code, relating to adjustments of employees' tax. 
See section 602 (a), supra. 

DEFINITIONS 

Section 606: This section, effective January 1, 1940, amends section 
1426 of the Internal Revenue Code, containing definitions applicable 
in the case of the old-age insurance taxes. 

De~finition of Wages. 
Section 1426 (a): This subsection continues the present definition 

of wages, clarifies it in certain respects, and excludes certain payments 
heretofore included. Paragraph (2) in the House bill excludes all 
payments made by the employer to or on behalf of an employee or 
former employee, under a plan or system providing for retirement 
benefits (including pensions) or disability benefits (including medical 
and hospitalization expenses), but not life insurance. Your committee 
have added an exclusion of payments on account of death (including 
life insurance) where it is clear that the employee while living does 
not have certain rights and options. Generally, such payments are 
excluded under existing law if the employee does not have those rights 
and options, but it is deemed desirable for purposes of certainty to 
provide an express exclusion. The payments under paragraph (2) of 
the House bill and under the bill, as amended, will be excluded even 
though the amount or possibility of such payments is taken into con­
sideration in fixing the amount of remuneration and even though such 
payments are required, either expressly or impliedly, by the contract 
of employment. Since it is the practice of some employers to provide 
for such payments through insurance or the establishment and main­
tenance of funds for the purpose, the premiums or insurance pay­
mnents and the payments made into or out of any fund will likewise 
be excluded from wages. Your committee has made no change in 
paragraphs (3) and (4) of the House bill. Paragraph (3), which merely 
.clarifies existing law, expressly excludes from wages the payment by 
an employer (without deduction from the remuneration of, or other 
reimbursement from, the employee) of the employee's tax imposed 
by section 1400 of the Internal Revenue Code (formerly sec. 801 of 
the Social Security Act) and employee contributions under State 
unemployment compensation laws. Paragraph (4) excludes dismissal 
payments which the employer is not legally obligated to make. 

Definition of employment. 
Section 1426 (b): This term is defined to mean any service per­

formed prior to January 1, 1940, which constituted employment as 
,defined in this section prior to such date; and to mean any service 
performed after December 31, 1939, by an employee for the person 
employing him, irrespective of the citizenship or residence of either,
~(A) within the United States or (B) on or in connection with an 
American vessel (defined in subsection (h)) uinder a contract of service 
entered into within the United States or during the performance of 
which the vessel touches a port therein, if the employee is employed 
on and in connection with the vessel when outside the United States. 
No substantive change in existing law is effected by the introductory 
paragraph of this provision except the extension of the definition to 
include serie on American vessels. This extension is designed to 
include, with the qualifications noted, all service which is attached 
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to or connected with the vessel (e. g., service by officers and members 
of the crew and other employees such as those of concessionaires).
Individuals who are passengers on the vessel in tbe generally accepted 
sense, such as an employee of an American department store going 
abroad, will not be included because such service has no connection 
with the vessel. Service performed on or in connection with an 
American vessel within the United States will be on the same basis 
as regards inclusion as other service performed within the United 
States. 

Under existing law service performed witbin the United States. 
(which otherwise constitutes employment) is covered irrespective of 
the citizenship or residence of the employer or employee. The 
amendment makes clear that this will be true also in the case of 
maritime service covered by the amendment, regardless of whether 
performed within or without the United States. The basic reasons 
which caused the original coverage to be made without distinctions 
on account of citizenship or residence apply in the case of seamen. 
The number of foreign seamen who may be employed on American 
vessels engaged in trade is limited under our shipping laws. 

The definition of the term "employment" under the amendment, 
as applied to service rendered prior to January 1, 1940, retains the 
exemptions contained in the present law. The definition applicable 
to service rendered on and after that date continues unchanged some 
of the present exemptions, revises others, and adds certain additional. 
ones. 

Paragraph (1) continues the exception of agricultural labor, but a 
new subsection (h) defines the term for purposes of the exclusion. 

Paragraph (2) continues the present exception of domestic service 
ina private home, but adds to the exception such service in a local 

college club, or local chapter of a college fraternity or sorority (not 
including alumni clubs or chapters). Thus services of cook, waiter, 
chambermaid, and the house mother, performed for these local clubs-
and chapters, are exempt. 

Paragraph (3) continues the present exception of casual labor not 
in the course of the employer's trade or business. 

A new paragraph (4) excludes service performed by an individual 
in the employ of his son, daughter, or spouse, and service performed by 
a child under the age of 21 in the employ of his parent. This exclu.­
ison is already contained in the Federal unemployment tax provisions
of the existing law. The old paragraph (4), which excluded servicer 
performed by an individual who has attained the age of 65, is repealed. 
(See sec. 905 (a) of the bill, which makes such repeal effective Janu­
ary 1, 1939.)

"Paragraphs (5) to (15), inclusive, are identical with the same para­
graphs in section 209 (b) of the Social Security Act. For detailed 
analysis of sucb paragraphs see the explanation of such section 209 
(b) in this report. 

Section 1426 (c): This subsection relates to an employee who has 
both included and excluded service for the same employer during a 
pay period. It provides that if one-half or more of the services con­
stitutes included employment, all of such service will be included;, 
but that if less than one-half constitutes included employment, all 
will be excluded. 

The provision does not apply to the service of an employee in as 
pay period if any of the service of the employee in the pay period is, 
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covered under subchapter B of chapter 9 of the Internal Revenue 
Code (formerly the Carriers Taxing Act of 1937). The amendment 
proposed by your committee to the last sentence of this subsection is 
merely clarifying. 
Definitions oj employee and employer. 

The House proposal to extend coverage to salesmen who are not 
employees has been stricken out by the committee. It is believed 
inexpedient to change the existing law which limits coverage to 
employees. This action of the committee renders unnecessary the 
new definiition of employer which was contained in subsection (e) of 
section 1426 as passed by the House. Subsection (e) is therefore 
stricken, and subsequent subsections of section 1426 have been 
relettered. 

Section 1426 (e) and (f), defining the terms "State" and "person,
respectively, makes no change in the existing definitions of those 
terms. 
Definitions of American vessel and agricultural labor. 

Subsections (g) and (h) of section 1426 are identical with subsections 
(d) and (1)of section 209 of the Social Security Act. For detailed 
analysis see discussion of those subsections in this report. 

SHORT TITLE 

Section 607: This section inserts a new section in subchapter A of 
chapter 9 of the Internal Revenue Code which provides that the sub­
chapter may be cited as the "Federal Insurance Contributions Act." 

FEDERAL UNEMPLOYMENT TAX ACT 

TAXES UNDER SECTION 1600 OF THE INTERNAL REVENUE CODE (FORMERLY 

SEC. 901 OF THE SOCIAL SECURITY ACT) 

Section 608: This amendment changes the basis for determining 
tax liability uinder subchapter C of chapter 9 of the Internal Revenue 
Code (formerly title IX of the Social Security Act) from "wages pay­
able" to "wages paid." That subchapter is thus brought into con­
formity with subchapter A of chapter 9 (formerly title VIII of the 
Social Security Act), which also imposes a tax on "wages paid."
Wages, for the purpose of these taxes, are considered paid when they 
are actually paid, or when they are constructively paid, i. e., credited 
to the account of, or set apart for, the wage earner so that they may 
be drawn upon by him at any time although not then actually reduced 
to possession.

Under the existing law wages are "payable" with respect to employ­
ment during a calendar year, even though the amount of wages is not 
fixed and no right exists to enforce payment at any time during that 
year. Thus a bonus paid in 1939 for services performed in 1938 con­
stitutes "wages payable" for 1938, even though the amount of the 
bonus may not have been known in 1938 and no obligation to pay it 
existed in that year.

In cases in which remuneration for services of an employee in a par­
ticular year is based on a percentage of profits, or on future royalties,
the amount of which cannot be determined until long after the close 
of the year, the employer has been required to estimate unascertained 
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amounts and pay taxes and contributions on that basis. If he has 
overestimated, subsequent corrections on the return must be made 
with consequent refunds. If the employer has underestimated, addi­
tional taxes may become due and he may also be compelled to pay
additional State contributions, which are usually not allowable as 
credit because not timely paid. The attendant difficulties and con­
fusion cause a burden on employers and administrative authorities 
alike. The placing of this tax on the "wages paid" basis will relieve 
this situation. 

With both the old-age-insurance tax and the unemployment-com­
pensation tax on the wages paid basis, the keeping of records by em­
ployers will be simplified.

The new basis of taxation will apply to all wages for services rendered 
after the beginning of 1939. Insofar as the amendment would be 
retroactive with respect to the year 1939, it would not increase the tax 
liability of any taxpayer. 

CREDIT AGAINST TAX 

Section 609: This section relates only to the tax with respect to 
services rendered in 1939 and thereafter. 
Contributionsto State unemployment Junds. 

Section 1601 (a): The present section 1601 (a) of the Internal Reve­
nue Code (formerly sec. 902 of the Social Security Act) provides that 
a taxpayer may credit against the Federal tax only contributions paid
by him under a State law "with respect to employment," as defined 
in section 1607 of the Code (formerly sec. 907 of the act). Since 
the definition of employment in section 1607 restricts the meaning of 
the term to certain types of service, the taxpayer is not given credit 
for contributions made under a State law with respect to services not 
covered by the Federal law. Subdivision (1) eliminates the references 
in existing law to "employment.. thus allowing the taxpayer to credit 
against the tax the contributions which he is required to pay, and 
which he actually pays, under a State law. The amendment also in­
cludes a requirement that credit shall be allowed only for contribu­
tions to an unemployment fund which has been maintained during
the taxable year as specified in the amendment to section 1607 (f) o 
the Internal Revenue Code. (See sec. 614, infra.)

Subdivision (2) provides that credit shall be permitted against the 
tax for the taxable year only for the amount of contributions paid
with respect to such year. This effects no substantive change in the 
present law. 

Subdivision (3) liberalizes existing law by giving employers more 
time within which to pay their contributions to the State and secure 
credit therefor against the Federal tax. Under existing law credit is 
allowable only for contributions with respect to the taxable year paid 
to the State before the due date of the Federal return for such year.
Tlhe amendment permits full credit for contributions paid on (as well 
as before) the due date. The amendment further permits a credit for 
contributions paid after the due date of the Federal return but on or 
before June 30 next following the due date, but this credit is not to 
exceed 90 percent of the amount which would have been allowable as 
credit on account of such contributions if they had been paid on or 
before the due date. For example, if an employer's gross liability for 
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Federal tax at the 3-percent rate is $100, and his liability for the same 
year for State contributions is also $100, and he paid such contribu­
tions on or before the due date of the Federal return, he would be en­
titled to the maximum credit (under the limitation provided in sec. 
1601 (c)), of 90 percent of the Federal tax, or $90, and his net Federal 
tax would be $10. If, however, the employer paid the $100 in con­
tributions after the due date but not later than June 30 next following, 
his credit would be 90 percent of $90, or $81, and his net Federal tax 
would be $19. No credit is allowable for contributions paid after 
June 30.. 

Thus, substantial relief is given employers' for 1939 and future years. 
The Committee on Finance agrees with the House that further liberali­
zation of the conditions under which this credit would be allowable 
might endanger the oirderly functioning of the system. It is desirable 
not to remove the aid provided in existing law to the State unem­
ployment-compensation systems which has been secured through the 
inducement to employers to pay their State contributions promptly. 
Furthermore, any change should be avoided which would impede 
the audit of the Federal returns or delay final determination of the 
taxpayer's liability beyond a reasonable time after the returns are 
filed. In proposing this amendment consideration has been given 
these factors as well as to the need for liberalization in favor of the 
taxpayers. 

Certain exceptions to the foregoing general rule are made in the 
amendment, however, to meet cases of genuine hardship. 

Subdivision (3) removes the time limitation for payment of State 
contributions in those cases where the assets of the taxpayer are in the 
custody or control of a court at any time beginning with the due date 
and ending with the next following June 30, both dates inclusive. 

Subdivision (4) grants relief in cases of payments made through 
mistake under the wrong unemploymnent-compensation law. In 
such a case payment under the proper State law with respect to the 
remuneration in question will be deemed, for the purposes of credit 
against the Federal tax, to have been made on the date of the erron­
eous payment. If the taxpayer's experience under the law of the 
wrong State had entitled him to cease paying any contributions for 
services subject to that law and by reason thereof the taxpayer had 
actually paid no contributions with respect to the remuneration in 
question, payment to the proper State will be treated, for such tax-
credit purposes, as having been made on the date on which the 
Federal tax return was actually filed. 

Subdivision (5) provides for refund of any tax (including any penal­
ties and interest) which has been collected but with respect to which 
credit allowable under this section has not been taken. The law 
(including statutes of limitations) applicable in the case of erroneous 
or illegal collection of tax will apply to such refunds. No interest will 
be pa~id on any such refund. 
Additional credit. 

Section 1601 (b) (formerly section 909 (a) of the Social Security Act): 
This amendment changes in some particulars the existing law, relating 
to additional credit allowance. 

It expressly conditions the allowance of an additional credit upon 
certification of the State law under section 1603 (c) of the Internal 
Revenue Code (formerly section 903 (b) of the Social Security Act) 
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and under the proposed amendment to section 1602 (c). (See section 
610, infra.)

It extends the additional credit to reduced rates of contributions 
required under a State law with respect to employment not covered 
by the Federal tax, thus bringing this subsection into conformity in 
that regard with the proposed amendment of subsection (a) (relating 
to contributions to State unemployment funds).

Under the amendment, additional credit allowance will be based 
on the difference between the amount of contributions the taxpayer 
was required to pay under the State law and the amount he would 
have paid if throughout the taxable year he had been subject to the 
highest rate applied under the State law in the taxable year to any
employer, or to a rate of 2.7. percent, whichever rate is lower. This 
change, in addition to measuring the credit by the applicable percent
of the pay roll with respect to which contributions are required
under the State law, also eliminates the possible necessity for measur­
ing additional credits in terms of periods of less than .1year. The 
elimination of the new section 1602 (b) of the code, contained in the 
H-ouse bill, has made unnecessary the House bill amendment of this 
section, establishin only 2.7 percent of pay roll as the measure for 
additional credit allowances. 
Limit on total credit. 

Section 1601 (c) restates the existing law limiting total credits against
the Federal tax to not in excess of 90 percent of such tax. Since both 
the provision with respect to credits for contributions actually paid
and the provisions with respect to additional credits are now included 
in one section of the law as subsections (a) and (b), respectively, it is 
unnecessary to include the limitation separately in respect to each 
subsection. 

CONDITIONS Or ADDITIONAL CREDIT ALLOWANCE 

Section 610: This subsection amends the provisions of existing law 
(sec. 1602 of the Internal Revenue Code; formerly section 910 of the 
Social Security Act) relating to the requirements with respect to addi­
tional credit allowance. 

The terms "employers," "employment," and "wages," which are 
defined in section 1607 and have special meanings not applicable here, 
are replaced by terms such as "persons having individuals in their 
employ," "servie," and "remuneration," in order to make the re­
quirements of this subsection more easily understandable in their 
application to State laws whose coverage differs from that of the 

Feeral law, The phrase "person (or group of persons)" has been 
used in the standards and definitions with respect to all types of State 
funds, to make clear that a State law may measure, for individual 
experience-rating purposes, either an individual employer's record, or 
may permit two or more employers to combine their records and be 
treated, for experience-rating purposes, as if they were a single legal
entity. Several verbal changes are suggested in this subsection in the 
interest of clarity.

In order to facilitate the administration of provisions in State laws 
allowing variations in rates of contributions, the term "computation
date," defined in subsection (c) (7) of this section of the code, has 
been adopted, and the phrase "year preceding the computation date" 
substituted for terms such as "preceding year" and "year," to permit 
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the States to compute reduced rates as of a date prior to the date on 
which such reduced rates will become effective. 

State standards. 
The House bill amended section 1602 (a) of the code by adding a 

new standard with respect to the allowance of additional credit, 
which requires that irrespective of the type of fund maintained under 
the State law, the State law will contain provisions whereby variations 
in rates of contributions as between different employers will be so 
-computed as to yield, with respect to each year, a total amount of 
contributions substantially equivalent to 2.7 percent of the total pay 
rolls of employers, subject to the contribution requirements of the 
State law. Your committee has deleted this new standard because it 
~believes that at this time, the addition of a new standard with respect 
to individual employer-experience rating is premature. 

Paragraph (1): In order to permit States which have pooled fund 
unemployment compensation laws to allow variations in rates of con­
tributions at an earlier date, the committee has changed this para­
graph as amended in the House bill, to permit the allowance of reduced 
rates of contributions under pooled fund laws on the basis of one 
rather than three years of experience by an employer with respect to 
unemployment or other factors bearing a direct relation to unemploy­
ment risk, but only after compensation has been payable under the 
State law with respect to such employer for one year. In other 
respects this paragraph incorporates the standards of existing law 
applicable to a pooled fund or partially pooled account, except that 
the phrase "years of compensation experience" in the present law has 
~been replaced by a broader phrase permitting the use of an employer's 
"experience with respect to unemployment" or an employer's experi­
ence with respct to "other factors bearing a direct relation to unem­
ployment risk" as a basis for individual-experience rating under a 
pooled fund. This change is made in order to extend the possible 
bases by which State laws may measure eligibility for reductions in 
employers' rates of contributions to a pooled fund, thus adding flexi­
bility to the present law. Because of this change, the definition of 
the phrase "year of compensation experience" in subsection (c) of 
this section of the code is no longer necessary. 

Paragraphs (2), (3), and (4): The reserve requirements with respect 
to reserve accounts (under the amended new paragraph (3) to become 
,effective January 1, 1942) and guaranteed employment accounts have 
been restated in terms of 2%2 percent of the pay roll for 3 years, rather 
than 7%2 percent of the pay roll for 1 year. The term "pay roll" 
includes only the pay roll subject to the contribution requirements 
of the State law. This basis of measuring an employer's reserve or 
guaranteed employment account is more equitable from both the point 
of view of the employer and the State, since it permits the averaging 
of pay-roll experience over 3 years and avoids the unreasonable 
fluctuations in rates which may occur if pay rolls are substantially 
increased or decreased for a particular year. Because the standard 
rate of contributions under most laws is 2.7 percent (a very, few 
-Statelaws require a standard rate of 3 percent), employers could not 
accumulate a reserve equal to 7%2 percent of their annual pay roll in less 
than 3 years, except in very unusual situations. Hence, it is believed 
-that the change in the reserve requirement to 2%2 percent of pay 
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rolls for 3 years in place of 7Y2 percent of pay roll for 1 year will not, 
in practical effect, alter the present reserve requirements. The 
additional requirement with respect to 3 years of contributions is 
deemed necessary to clarify the provision relating to reserves equal 
to 2Y2 percent of the pay roll for 3 years. Unless the employer has 
actually been subject to the contribution requirements of the State 
law for 3 years, the provision measuring the reserve in terms of 2%2 
percent of pay rolls for the 3 preceding years would operate to reduce 
the reserve requirements. Under these two paragraphs. an employer 
may not be permitted a reduced rate of contributions to his guaranteed 
employment account unless he has fulfilled his guaranty with respect 
to the preceding year, and an employer may not be permitted a re­
duced rate of contributions to his reserve account unless compensation 
has been payable from his account throughout the preceding year. 

Paragraph (4) incorporates the new standards with respect to 
individual reserve accounts. In order to permit States maintaining 
such accounts to conform therewith without incurring the expense of 
special legislative sessions, these new standards will not become 
effective until January 1, 1942. Prior to that date, the standards in 
paragraph (3), which incorporate the present law, will be applicable. 

The House bill added a new subsection (b) to section 1602 of the 
code, under which a State would be permitted to adopt either of two 
alternative courses of action if its law meets the standards set forth in 
paragraphs (1) and (2) of the new subsection: (1) It might reduce all 
employers' rates uniformly; or (2) it might vary individual employers' 
rates of contributions under experience-rating provisions which comply 
with the applicable standards in paragraph (2) or (3) or (4) of sub­
section (a) of this section as amended in the House bill, but without 
so calculatiing the respective rates as to secure an annual yield of an 
amount substantially equivalent to 2.7 percent of the State pay roll, 
the requirement of paragraph (1) of subsection (a) of this section as 
amended in the House bill. The Finance Committee has deleted this 
new subsection because it believes that the States' short experience in 
the payment of com~pensation and lack of experience in the actual 
operation of their present provisions for variations in rates of con­
tributions does not warrant substantial changes in the Federal 
standards. 

Certificationby the Board with respect to additionalcredit allowance. 
Section 1602 (b): This is a new subsection, requiring the Social 

Security Board to certify to the Secretary of the Treasury, in the 
same manner as it certifies State laws under section 1603 (c), State 
laws which it finds comply with the requirements of subsection (a) 
of this section. Provision is made for partial certification where 
two kinds of funds are maintained under the same State law, one 
of which fails to comply with subsection (a) of this section, or where 
a contribution is divided between two kinds of funds under a State 
law, so that additional credits will be allowed only with respect 
to reduced rates allowed in compliance with the requirements of this 
section. 

Under these provisions a State law which complies in all respects 
with the requirements of this section Will receive an unqualified 
certification. In some States, provision is made for the maintenance 
of two parallel systems (such as a reserve account system and a 
guaranteed employment account system). In such States, some 



SOCIAL SECURITY ACT AMENDMENTS OF 1939 81 

employers may be covered by the one system and other employers 
may be covered by the other. In such States there would be no 
difficulty in certifying one system, even though the other failed to 
comply with the requirements of this section, and the Board would 
accordingly be directed to do so by paragraph (2) of this subsection. 
In other States, contributions with respect to particular wage payments 
are required to be divided between two kinds of funds (such as the re­
quiremient that a part of, each employer's contribution be credited to 
his own reserve account and a Jpart to a "partially pooled" fund which 
is operated as a reinsurance fund). If in this type of situatiorn the 
provisions of the State law with respect to one or the other sucl! fund 
do not comply with the requirements of this section, the Board is 
directed to make such certification as will permit the allowance of 
additional credits only with respect to those reduced rates which 
have been allowed in accordance with the requirements of this section. 

In addition, this new subsection includes a paragraph requiring thle 
Social Security Board to advise the States, in the same manner as it 
advises the States of its findings under section 1603, whethier or not 
their laws comply with the requirements of this section; after finding 
such compliance, the Board may thereafter deny certification of a 
State law for additional credit purposes only after prior notice and 
opportunity for hearing to the State, and] only if it finds the State law 
no longer contains the applicable provisions specified in subsection 
(a) or the State has failed to comply substantially with any such 
provision. The present subsection (b) of this section is eliminated 
because its purpose is achieved by the foregoing provisions. 
Definitions. 

Section 1602 (c): Paragraphs (1) and (4) of this subsection are 
amended to make clear that from a particular employer's reserve 
account or guaranteed employment account, all compensation pay­
able on the basis of services performed for him and only compensation 
payable on the basis of services performed for him, is to be paid. This 
incorporates in part the exception clause in the present definition of a 
pooled fund, i. e., that compensation may not be paid from a partial 
pool or reinsurance fund unless the reserve account or guaranteed 
employment account of the employer on the basis of whose services 
the benefit claimant had earned his benefit rights, is exhausted or 
terminated. 

The present paragraph (2) is revised and divided into paragraphs
(2) and (3) in order to distinguish more clearly between a fully pooled 
fund and a partially pooled (or reinsurance) fuind. The new paragraph 
(3) permits the maintenance of a partially pooled fund in connection 
with a guaranteed employment account, as well as in connection with 
a separate reserve account. The definition of the partially pooled 
account also makes clear that a State may, without endangering its 
compliance with the definitions of the term "reserve account" and 
"guaranteed employment account," provide for transfers from reserve 
accounts or gruaranteed employment accounts to a partially pooled 
account. Several State laws now provide for such transfers. 

Paragraph (4) (old paragraph (3)) amends the present law to permit 
guarantees of employment to be operative only with respect to indi­
viduals who continue to be available for suitable work in the guaran­
teed establishment. This provision is deemed necessary because 
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under the present provision it is not clear whether employers are 
relieved from their guarantees with respect to individuals who quit
voluntarily, or are unable to work because of some incapacity, or are 
out on strike, etc. This paragraph is also amended to make clear the 
general understanding with respect to its requirements concerning the 
probationary service period, i. e., that the probationary period must 
be served within a continuous period immediately following the 
employee's first week of service and may not be claimed repeatedly
with respect to intermittent periods of employment which never 
exceed 12 consecutive weeks. The last clause of this definition is 
amended to clarify the point that guaranteed remuneration and 
unemployment compensation are not the same, and that the guaran­
teed remuneration is not to be payable out of the guaranteed employ­
ment account. 

Paragraph (5) (old par. (4)) deletes the definition of the term "year
of compensation experience," because that term is no longer used in 
paragraph (1) of section 1602 (a). The definition of the term "year,"
in this paragraph, is designed to permit States to allow reduced rates 
on the basis of 12 consecutive months, as well as on the basis of a 
calendar year.

Paragraph (6), defining the term "balance," is a new definition 
added to make clear that the amount of the reserve required to be 
accumulated by employers with respect to whom a reserve account or 
a guaranteed employment account is maintained, is to be made up
of payments by such employers and may not be made up of employee
contributions or funds from other sources. If employee contrib­
tions are re'quired under a State law which provides for the main­
tenance of reserve accounts or guaranteed. employment funds, such 
contributions may be payable into the reinsurance fund. The ex­
ception contained in this definition, which permits the inclusion within 
a "balance" of payments other than pa ents by employers if made 
to a reserve account or guaranteed employment account prior to Jan­
uary 2, 1940, is designed to relieve the States of complicated compu­
tations where payments, other than payments by employers, have 
been paid to such accounts during early months of the State's ex­
perience.

Your committee has advanced this date one year beyond that pre­
scribed in the House bill in order to avoid a hardship in one State. 

Paragraph (7) defines the term "computation date" to include any
date occurring within 27 weeks prior to the date that a reduced rate 
goes into effect. As above indicated, this provision is designed to 
give the States ample time within which to make their computations
with respect to variations in rates of contributions. Such computa­
tions are to be made at least once in each calendar year.

Paragraph (8), defining the term "reduced rate," is designed to 
make clear that the requirements of subsection (a) are not applicable 
to a reduction from an increased rate to a standard rate, i. e., situations 
in which employers with bad employment experience have been re­
quired to pay increased rates and are subsequently permitted to pay
the standard or normal rate. 

Section 610 (b) of the House bill has been rendered unnecessary by
the committee amendment deleting from the House bill, the new Fed­
eral standard incorporated in section 1602 (a) (1) of the code. 
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PROVISIONS OF STATE UNEMPLOYMENT COMPENSATION LAWS 

Section 611: The changes made in paragrapbs (1), (3), and (4) of 
section 1603 (a) of the Internal Revenue Code (formerly sec. 903 (a) 
of the Social Security Act) by this section correspond to those made 
in paragraphs (2), (4), and (5) of section 303 (a) of the Social Security 
Act by section 302, supra. 

EXTENSION OF TIME FOR FILING TAX RETURNS UNDER SUBCHAPTER C 

OF CHAPTER 9 OF THE INTERNAL REVENUE CODE 

Section 612: This section amends section 1604 (b) of the Internal 
Revenue Code to authorize a longer extension of time for filing the 
return of the Federal unemployment tax. Existing law permits an 
extension of as much as 60 days. The amendment would provide an 
additional 30 days, or 90 days in all. The extensions under section 
1604 (b) are granted under rules and regulations prescribed by the 
Commissioner of Internal Revenue with the approval of the Secretary 
of the Treasury. An employer finding it impossible to make his 
return on January 31, the due date prescribed in section 1604 (a), or 
to pay his State contributions by that date, may make application in 
accordance with such rules and regulations for an extension of time for 
filing his Federal return. If granted, the employer has until the 
extended due date, as granted, to make his return and pay his State 
contributions. No delinquency penalty will be incurred for late 
filing and no loss of credits will be suffered if the return is filed, and 
the contributions paid to the State, on or before such extended due 
date. 

INTERSTATE OR FOREIGN COMMERCE AND FEDERAL INSTRUMENTALITIES 

Section 613: This section designates existing section 1606 of the 
Internal Revenue Code (formerly sec. 906 of the Social Security 
Act) as'subsection (a). A clarifying amendment to the provision 
makes it clear beyond any possible doubt that an employer engaged 
in foreign commerce is on the same basis as respects authority of a 
State to require payments into an unemployment fund as employers 
engaged in interstate commerce. 

This section also amends section 1606 by adding subsections (b) 
and (c), relating to Federal instrumentalities, and (d), relating to 
employment on lands held by the Government. 

Subsection (b) as passed by the House confers on State legislatures 
authority to require instrumentalities of the United States (except 
those wholly owned by the United States or exempt from the taxes 
imposed by sections 1410 and 1600 of the Internal Revenue Code 
(formerly sees. 804 and 901, respectively, of the Social Security Act) 
by any other provision of law) to comply with State unemployment 
compensation laws. Since only the unemployment tax is involved, 
your committee has stricken from the House bill the reference to the 
old-age tax imposed by section 1410. Under this amendment the 
States would be able to cover under their unemployment compensa­
tion systems national banks and certain other Federal instrumen­
talities. Protection against any possible discrimination against 
instrumentalities of the United States is afforded by the two pro­
visos, which make the permission to require compliance with the 
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State law conditional upon equality of treatment and upon the ap­
prova~l and certification of the State law under section 1603 of the. 
Internal Revenue Code (formerly sec. 903 of the S6cial Security Act). 

Subsection (c) makes provision for examination by the Comptroller
of the Currency of returns and reports made to the States by national 
banks. 

Subsection (d) authorizes the States to cover under their unemploy­
ment compensation laws services performed upon land held by the 
Federal Government, such as services for hotels located in national 
parks. 

DEFINITIONS 

Section 614: This section, effective January 1, 1940, amends section 
1607 of the Internal Revenue Code, containing definitions applicable 
in the case of the Federal unemployment tax. 

Section 1607 (a): Definition of employer. The House made no 
change from existing law in this definition. Your committee have 
inserted a clarifying amendment providing expressly that, in deter­
mining whether a person employs eight or more employees, only 
those employees employed in employment (as defined in sec. 1607 
(c)) are to be counted. 
Definition of wages. 

Section 1607 (b): This subsection continues the present definition of 
wages, clarifies it in certain respects and excludes certain payments 
heretofore included. Paragraph (1) excludes that part of the re'muner­
ation 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 individua~l by such employer with respect 
to employment during such calendar year. Paragraph (2) in the 
House bill excludes all payments made by the employer to or on behalf 
of an employee or former employee, under a plan or system providing 
for retirement benefits (including pensions), or disability benefits 
(including medical and hospitalization expenses), but not ]ife insur­
ance. Your committee has added an exclusion of payments on 
account of death (including life insurance) where it is clear that the 
employee while living does not have certain rights and options.
Generally, such payments are excluded under existing law if the 
employee does not have those rights and options, but it is deemed 
desirable for purposes of certainty to provide an express excliisioh. 
The payments under paragraph (2) of the House bill and under the 
bill, as amended, will be ex-cluded even though the amount or possi­
bilityvof sucli payments is taken into consideration in fixing the amount 
of remuneration and even though such payments are required, either 
expressly or inipliedly, by the contract of employment. Since it is 
the practice of some employers to provide for such payments through 
insurance or the establishment and maintenance of funds for the 
purpose, the premiums or insurance payments aind the payments made 
into or out of any fund will likewise b~e excluded from wages. Your 
committee has made no change in paragraphs (3) and (4) of the 
House bill. Paragraph (3), which merely clarifies existing law, ex­
pressly excludes from wages the payment by an employer (without
deduction from the remuneration of, or other reimbursement from, the 
emlployee) of the employee's tax imposed by section 1400 of the In­
ternal Revenue Code (formerly sec. 801 of Social Security Act) and 
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employee contributions under State unemployment compensation 
laws. Paragraph (4) excludes dismissal payments which the employer 
is not legally obligated to make. 
Definition of employment. 

Section 1607 (c): The definition of the term "employment" under 
the amendment, as applied to service rendered prior to January 1, 
1940, retains the exemptions contained in the present law. The 
definition applicable to service rendered on and after that date con­
tinues unchanged some of the present exemptions, revises others, and 
adds certain additional ones. No substantive change in existing law 
is effected by the introductory paragraph of the definition. 

Paragraph (1) continues the exception of agricultural labor, but a 
new subsection (1) defines the term for purposes of the exclusion. 

Para-rapli (2) continues the present exception of domestic service 
in a private home, but adds to the exception such service in a local 
college club or local chapter of a college fraternityr or sorority (not in­
cluding, alumni clubs or chapters). Thus services of cook, waiter, 
chambermaid, and the housemother, performed for these local clubs 
and chapters, are exempt. 

Paragraph (3) adds an exception of casual labor not in the course of 
the employer's trade or business. This exception is already contained 
in amended section 209 (b) of the Social Security Act and amended 
section 1426 (b) of the Internal Revenue Code.. 

Paragraph (4) continues the existing excep~tion of service performed 
as an officer or member of the crew of a vessel on the navigable 
waters of the United States. 

Paragraph (5) continues the existing exception of service performed 
by an individual in the employ of his son, daughter, or spouse, and 
service performed by a child under the age of 21 in the employ of his 
father or mother. 

Paragraph (6) continues the exemption of service performed in the 
-employ of the United States, but with respect to instrumentalities of 
the United States, limits the exemption to those instrumentalities 
which are (A) wholly owned by the United States or (B) exempt from 
the tax imposed by section 1600 of -the Internal Revenue Code 
(formerly sec. 901 of the Social Security Act) by virtue of any other 
provision of law. The change in this provision brings wAithlin the 
unemployment tax provisions certain Federal instrumentalities not 
falling within clause (A) or (B) above, such as national banks. 

Paragraph (7) continues the exemption of service for State govern­
ments, their subdivisions and instrumentalities, but limits the exemp­
tion with respect to instrumentalities so that it applies only to an 
instrumentality which is wholly owned by a State or political sub­
division or which would be immune from the tax imposed by section 
1600 of the Internal Revenue Code (formerly sec. 901 of the Social 
Security Act) by the Constitution. The amendment thus narrows 
the present exemption and in no case broadens it. 

Paragraph (8) continues the exemption of religious, charitable, 
scientific, literary, or educational organizations, but brings the 
language of the exemption into conformity with the corresponding 
exemption from income tax under section 101 (6) of the Internal 
Revenue Code, by adding a specific disqualifying clause applicable 
where any substantial part of the activities of the organization is 
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carrying on propaganda or otherwise attempting to -influence legis­
lation. 

Paragraph (9) excepts services of employees covered by the railroad 
unemployment 'insurance system. This provision leaves unchanged
the exemption of the service of an individual in the employ of an 
employer subject to such system even though the individual receives 
remuneration in a form (e. g., tips) not recognized as compensation
under the Railroad Unemployment Insurance Act, and leaves un­
changed the inclusion of service in case it is performed by an employee
in the segregable nonrailroad activities of an employer where segrega­
tion of the railroad activities from nonrailroad activities is found 
necessary in the interpretation and admniiiistratioD Of the laws relating. 
to the social security system and the railroad unemployment insurance 
system.

Paragraphs (10) to (13), inclusive, are identical with the same 
pargrahsn ecton 09 b)of the Social Security Act. For detailed 
analsisseetheexpanaionof such paragraphs in this report.

Pararap(14 elmintes from coverage 'insurance agents and 
soliitosth reuneatin for which they perform their services isi 

on a commilssion basis solely. If any part of such remuneration is a 
fixed salary the agent or solicitor is covered and the tax is computed 
on the basis of his aggregate remuneration (for example, salary or-
salary plus commissions). No similar exclusion is made from coverage 
under the Federal Insurance Contributions Act. 

Paragraph (15) is identical with paragraph (15) of section 209 (b)
of the Social Security Act. For detailed analysis see the explanation
of that-section in this report. 

Section 1607 (d): This section relates to an employee who has both 
included and excluded service for the same employer during a pay
period. It provides that if one-half or more of the services constitutes. 
included employment, all of such service will be included; but that if 
less than one-half constitutes included employment, all will ber 
excluded. The provision does not apply to the service of an employee
in a pay period if any of the service of the employee in the pay period
is covered under the railroad unemployment-insurance system. The 
amendment made by your committee to the last sentence is merely
clarifying. 

Section 1607 (e), defining "State agency," makes no change in the 
existing definition of that term. 
Definition of unemployment fund. 

Section 1607 (f): This definition is amended by adding two new 
sentences. The first of these added sentences is a. clarifying amend­
ment providing that all sums standing to the credit of the State in the 
(Federal) unemployment-trust fund and money withdrawn from that 
fund by the State but unexpended shall constitute a part of the 
State. fund. This removes any possible doubt whether such moneys
remain a part of the State fund. The second added sentence provides
that an unemployment fund shall be deemed to be maintained during 
a taxable year only if no part of the moneys of such fund was expended
for purposes other than payment of unemployment compensation
and refunds of sums erroneously paid into the fund. This provision,
in conjunction with an amendment to section 1601 (a) (see supra, 
sec. 609), makes it clear that an employer is entitled to credit against
the Federal tax only so long as the State uses its fund for a proper 
purpose. 
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Definition oj contributions. 
Section 1607 (g): This provision is changed so as to avoid use of 

defined terms and thus to include in the termn "contributions" pay­
ments required by a State law with respect to services not covered 
by the Federal law. 
Definition oj compensation. 

Section 1607 (h): No change in existing law is made in this definition. 
Definition of employee. 

Section 1607 (i): The term "employee" is defined as in existing law 
to include an officer of a corporation. 

By the amendment to subsection (c), contained in paragraph
(10) (A) thereof, uncompensated officers of any organization exempt 
from income tax under section 101 of the Internal Revenue Code are 
excluded from the count in determining whether the organization is 
an employer of eight or more and liable for the tax. However, 
uncompensated officers of corporations not so exempt are not excluded 
for purposes of such determination merely because they are uncom­
pensated.

Section 1607 (j) and (k), definin the terms "State" and "person,"
respectively, make no change in the existing definitions of those terms. 
Definition of agriculturallabor. 

Section 1607 (1) is identical with section 209 (1)of the Social Se­
curity Act. For detailed analysis see discussion of that section in this 
report. 

Section 615: This section inserts a new section in subchapter C of 
chapter 9 of the Internal Revenue Code which provides that the sub­
chapter may be cited as the "Federal Unemployment Tax Act." 

TITLE VII-AmENDMENTS To TITLE X OF THE SOCIAL SECURITY ACT 

CHANGE IN REQUIREMENTS FOR STATE PLANS FOR AID TO THE BLIND 

Section 701: This section amends section 1002 (a) of the Social 
Security Act. Section 1002 (a) sets out certain basic requirements 
which a State pla~n for aid to the blind must meet in order to be ap­
proved by the Social Security Board. 

Sec. 701 (a) contains two amendments to clause (5). One relates 
to the requirement of "proper" administration and the other concerns. 
the inclusion in State plans, after January 1, 1940, of provisions for 
personnel standards on a merit basis,. These amendments are identical 
with those made to clause' (5) of section 2 (a) of the Social Security 
Act by section 101 of the bill. 

Section 701 (b) adds a new clause, numbered (8), which is effective 
July 1, 1941. Under this clause the State plan must provide that the 
State agency shall, in determining need, take into consideration any
income and resources of an individual claiming aid to the blind. It 
also adds a new clause, numbered (9), effective July 1, 1941, which 
requires that the State plan must provide safeguards which restrict the 
use or disclosure of information concerning applicants and recipients 
to purposes directly connected with the administration of Rid to the 
blind. These new provisions are similar to those added to title I of' 
the Social Security Act by section 101 of the bill. 
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PAYMENT TO STATES FOR AID TO THE BLIND 

Section 702: This section amends section 1003 of the Socia~l Security 
Act. 

Subsection (a) of section 1003 is amended so that its provisions will 
,conformn with section I 001 of the Socia~l Security Act, which authorizes 
appropriations to enable States to furnisbi financial assistance to needy
individuals who aire blind. 

Subsection (b) (2) is amended so as to provide that the Board, in 
making grafits to States, shall reduce the amount to be paid to any
State for any quarter by a sum equivalent to the pro rata share to 
which the United States is equitably entitled, as determined by the 
Board, of the net amount recovered during any prior quarter by the 
State or any political subdivision thereof with respect to aid to the 
blind furnished under the State plan. 

A proviso eliminates from consideration for the purpose of deter­
mining, the amount of the offset any amount recovered from the estate 
*of a deceased recipient which is not in excess of the amount expended
by the State for the funeral expenses of such deceased recipient, in 
accordance with the State public-assistance law upon which the plan
is based. The provision is a new one and is similar in scope and opera­
tion to the one included by section 102 of the bill in section 3 (b) (2)
-oftitle I of the Social Security Act. 

Section 703: This section amends section 1006 so as to conform 
its provisions with section 1001 of the Social Security Act, which 
authorizes appropriations to enable States to furnish financial assist­
ance to blind individuals who are needy. 

TITLE VIII-AMENDMENTS To TITLE XI OF THE SOCIAL SECURITY 
ACT 

DEFINITIONS 

Section 801: This section amends the definition of "State" con­
tained in section 1101 (a) of the Social Security Act so as to include 
Puerto Rico for the purposes of titles V (except sec. 531) and VI of 
such act. 

The House proposal to extend coverage to salesmen who are not 
employees has been stricken out by the committee. It is believed 
inexpedient to change the existing law which limits coverage to 
employees. This action of the committee renders unnecessary -the 
new definition of employer which was contained in paragraph (6) of 
subsection (a) of section 1101 as amended by the House. Paragraph
(6) of subsection (a) of the present law therefore would remain un­
changed under the committee proposal, and paragraph (7) of that 
subsection as added by the House, would be eliminlated. 

PENALTY SECTIONS 

Section 802: This section a-mends title XI of the Social Security
Act by adding the following two sections: 
Disclosureof information in possession of Board. 

Section 1106: This section prohibits the disclosure, except pursuant 
to Board regulations, of any returns or statements (filed with the 
Comnmissioner of Internal Revenue under title VIII of the Social 
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Security Act or the Federal Insurance Contributions Act, or)]regula­
tions thereunder, (~vhiclh have been transmitted) by the Commissioner 
to the Board. The prohibition against disclosure, except pursuant 
to Board regulations, also extends to any file, record, report, paper, 
or information obtained by the Board or any of its officers or em­
ployees in the course of d6fficial duties, and any such material obtained 
by any person from the Board or any of its officers or employees. 
Violation of the prohibition is punishable as a nisdemeanor. 

Penalty~forfraud and misuse of Board's name. 
Section 1107 (a) provides that anyone who makes any false repre­

sentation, with intent to defraud any person, knowing the representa­
tion to be false, concerning the requirements of this act, or the' Fed­
eral Insurance Contributions Act, or the Federal Unemployment Tax 
Act, shall be guilty of a misdemeanor. 

Section 1107 (b') provides that anyone who, with intent to obtain 
information as to the date of birth, employment, wages, or benefits 
of any individual, falsely represents to the Board that he is such 
individual or the wife, parent, or child of such individual, or such 
individual's agent, or the agent of such wife, parent, or child, or 
falsely represents to any person that he is an employee or agent of 
the United States, shall be guilty of a misdemeanor. 

TITLE TX-MISCELLANEOUS PROVISIONS 

Section 901: This section makes clear that the amendment of title 
III of the Social Security Act and section 1603 of the Internal Revenue 
Code shall not be construed to amend or alter those provisions of the 
Railroad Unemployment Insurance Act which provide limited excep­
tions to the provisions of section 303 (a) (4) and (5) of the-~Social 
Security Act and 1603 (a) (3) and (4) of the Internal Revenue Code. 

Section 902: Subsections (a), (b), (c), and (d) substantially liberal­
ize the conditions of allowance of credit against the Federal unen i ploy­
ment tax imposed by title IX of the Social Security Act for the years 
1936, 1937, and 1938. This committee agree with the House that 
the periodical granting of relief after the close of the taxable year 
affected would destroy the effectiveness of the conditions of allowance 
of the credit provided in permanent law and would prove costly in 
that it would call for the reopening and reconsideration of cases pre­
viously closed, the adjustment of claims, the abatement of assessments, 
and the payment of refunds. However, the need should not arise in 
the future for granting relief of the type provided in the present 
section, since substantial liberalization for 1939 and subsequent years 
is provided in section 609 of the bill, amending section 1601 (a) of 
the Internal Revenue Code. 

Subsection (a) provides for the allowance of credit against the 
tax for 1936, 1937, or 1938, for contributions paid to the State for such 
year before the sixtieth day after the date of enactment of this act. 
Under section 81 0 of the Revenue Act of 1938 taxpayers were allowed 
credit against the tax for 1936 for contributions paid before July 27, 
1938. Since a few taxpayers did not take advantage of that relief 
provision, it is felt desirable to include credit against the tax for 1936 
in the present provisions. Thus, the same final date for paying con­
tributions to the State, in order to secure credit against the tax-
namely, the fifty-ninth day after the date of enactment of this act-is 
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provided for the tax for each of the 3 past years during which the tax 
has been in effect. 

Under clause (2) of subsection (a) credit is allowable for contribu­
tions paid on or after the sixtieth day after the date of enactment of 
this act with respect to wages paid after the fortieth day. after such 
-date of enactment. This is designed to permit credit in cases in 
which, because the "wages payable" basis of the tax for the years
1936, 1937, and 1938 is still retained, credit would otherwise be lost 
since some wages are still being paid with respect to those years, and 
it may not be possible to estimate the amount thereof or the amount 
thereof may have been underestimated. 

Clause (3) of subsection (a) permits credit for contributions paid to 
-the State, without regard to the date of payment, if the assets of the 
taxpayer are in the custody or control of a fiduciary appointed by, or 
under the control of, a court of competent jurisdiction at any time 
~during the 59-day period following the date of enactment. 

Subsection (b) of this section makes the same provision with respect 
-to the taxable years 1936, 1937, and 1938 as are made in section 1601 
(a) (4) of the Internal Revenue Code, as amended, for the taxable 
year 1939 and thereafter for cases in which the taxpayer pays his 
contributions to the wrong State. (See sec. 609, supra.) 

Subsection (c) preserves the definitions of section 907 of the Social 
Security Act, the 90-percent maximum credit against the Federal tax, 
:and other provisions of title IX of the Social Security Act, essential 
to the operation of the relief provisions in subsections (a), (b), and 
(h) of this section for the taxable years 1936, 1937, and 1938. 

Subsection (d) provides for refund of any tax (including penalties
and interest) which has been collected but with respect to which credit 
is allowable under this section. The law (including statutes of limita­
*tions) applicable in the case of erroneous or illegal collection of tax 
will apply to such refunds. No interest will be paid on any such 
'refund. 

Subsection (e) of this section is designed to permit credit against 
the tax for the years 1940, 1941, and 1942 if in those years wages are 
paid for services rendered after December 31, 1938, but during a year
prior to that in which payment occurs, and contributions with respect 
to such wages have not been credited against the tax for any prior
taxable year. This provision relieves cases of hardship which miight 
arise by reason of the change in -the basis of the Federal tax from 
"wages payable" to "wages paid." (See sec. 608, supra.)

Subsection (f) is designed to make retroactive to the date of enact­
ment of the Social Security Act the exemptions from Federal insurance 
and unemployment compensation coverage contained, respectively, in 
amended sections 209 (b) (11) and (12) of the Social Security Act and 
amended sections 1426 (b) (11) and (12) and 1607 (c) (11) and (12) of 
the Internal Revenue Code of service in the employ of foreign govern­
ments and certain of their instrumentalities. If any tax (including 
interest and penalties) has been collected with respect to service thus 
-exempt, it is to be refunded, without allowance of interest, in accord­
ance with the provisions of law (including statutes of limitations) 
applicable in the case of erroneous or ilegal collection of the tax. 

Subsection (g) provides that no lump-sum payments shall be made 
under the provisions of section 204 of the Social Security Act after the 
date of the enactment of this bill, except to the estate of an individual 
who dies prior to January 1, 1940. 



91 SOCIAL SECURITY ACT AMENDMENTS OF 1939 

In the case of individuals dying prior to January 1, 1940, the 
-lump-sum payments provided under sections 203 and 204 of the 
present act will be payable to the estate (or to the persons entitled 
-thereto under State law) whether application for such payment is 
filed prior to January 1, 1940, or on or after January 1, 1940. 

Subsection (h) grants relief to taxpayers as well as States in cases in 
which the highest court of a State has held contributions paid under 
the State law with respect to the taxable years 1936 or 1937 not to 
-have been required payments under the State law. For example,
certain States enacted their unemployment compensation laws during
*the latter portion of 1936, levying contributions thereunder retroac­
tively with respect to services performed on and after January 1 of 
that year. State taxpayers in good faith paid such contributions and 
.claimed and received credit therefor against their Federal tax. If 
sometime later, the retroactive imposition of such contributions is 
held by the highest court of such State to have been invalid, such 
taxpayers may be entitled to refunds under the State law, but by
virtue of that fact, such taxpayers also become liable for the full 
Federal tax with respect to such year. 

Under this subsection, so much of any such payments as are not 
-refunded to the taxpayer may be credited against the tax imposed by
~section 901 of the Social Security Act for the calendar year 1936 or 
1937. Moreover, if, in the example cited, the State had paid benefits 
-withrespect to unemployment occurring during 1938, this section safe­
-guards the status of the State law under section 903 of the Social 
Security Act by providing that so much of such payments as are not 
returned to the taxpayer shall be considered "contributions" for the 
purposes of that section. This section also postpones the periods of 

liiations prescribed by section 3312 (a) of the Intemnal Revenue 
Code in the case of the tax for 1936 or 1937 of any such taxpayer to 
whom any such payment is returned, until the last such payment is 
returned to the taxpayer. 

Subsection (i) has been added by your committee. The Federal 
unemployment tax is a uniform tax on employers of eight or more 
levied at the rate of 3 percent of their taxable pay rolls. If the condi­
tions prescribed by the law imposing such tax are satisfied, an em­
ployer may credit against the tax the amount of contributions, which 
he has paid or has been relieved from paying into a State unemploy­
ment fund, not exceeding 90 percent of the Federal tax against which 
such contributions are credited. If those conditions are not satisfied, 
the employer is liable for the full 3 percent tax. Several district 
courts have held that the collection of the full 3 percent Federal tax 
(without allowance of the 90 percent credit) from a bankrupt estate,
which failed to qualify for* credit, is not prohibited by section 57j
of the Bankruptcy Act, as amended, which section provides that 
debts owing to the 'United States "as a penalty or forfeiture shall 
not be allowed." However, some district courts have held otherwise. 
Subsection (i) effects no substantive change in the law but is designed 
to set at rest the question involved by expressly providing that no 
part of the tax imposed by the Federal Unemployment Tax Act or 
by title IX of the Social Security Act shall be deemed a penalty or 
forfeiture within the meaning of section 57j of the Bankruptcy Act, 
as amended. The new subsection does not affect the liberalization 
in subsection (a), or in section 1601 (a) (3) of the Federal Unemploy­
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ment Tax Act, of the conditions for credit in the case of an employer 
whose assets are in the custody of a court. 

Section 903: This section amends section 1430 of the Internal Reve­
nue Code by striking out the reference therein to section 3762 of the 
code and inserting in lieu thereof a reference to section 3661. The 
change merely corrects a typographical error made in section 1430 
when the code was enacted. 

Section 904: This amendment to the House bill merely conforms 
the reference in section 1428 of the Internal Revenue Code to the 
revis ion of the numberinig of the paragraphs in section 1426 (b) of 
the code. 

Section 905: This amendment to the House bill would include in 
the measure of the employer's and employee's taxes, wages paid, with 
respect to employment after December 31, 1938, to employees who 
have attained age 65. Thleliability of the employer for thieemployee's 
tax with respect to service performed prior to the enactment of this 
act is limited, however, to the amount of wages in the control of the 
employer at any time after 90 days after thie enactment of the act. 
This confines t~he employer's liability for the employee's tax to situa­
tions where ample opportunity exists for the employer to deduct the 
employee's tax from his employee's wage.­

Section 906: This is a new section which the committee has added 
to the House bill to relieve certain States from an undue hardship
which would otherwise result from the failure on the part of such 
States' legislatures to enact necessary legislation within the time re­
quired under the Railroad Unemployment Insurance- Act, approved
June 25, 1938. Under that act, the Social Security Board is required 
to determine for each State certain sums described in the act as the 
State's "preliminary amount," and the State's "liquidating amount." 
These sums represent an approximation of the difference between the 
total amount collected by the State from railroad employers who have 
ceasedl to be subject to the State laws and have become subject to the 
Railroad Unemployment Insurance Act, and the total amount of com­
pensation paid by the States on the basis of wages earnied from such 
employers. The railroad act requires the Social Security Board to 
withhold administrative grants under title III of the Social Security 
Act from each State whose first regular legislative session after the date 
of enactment of that act did not authorize the timely filing by the 
State of its authorization and direction to the Secretary of the Treas­
ury to transfer from the State's account the unemployment trust fund 
to the railroad unemployment insurance account in the unemployment 
trust fund, the sums as determined by the Social Security Board. 

The committee has been a~dvised that in a limited number of States, 
regular legislative sessions which convened during 1939 have adjourned 
without enacting the necessary legislation required under the Railroad 
Unemployment Insurance Act and without making any provision for 
financing the administrative expenses of their unemployment compen­
sation laws during the period with respect to which the Social Security
Board is required to withhold from them grants under title III of the 
Soeial Security Act. In order to permit the continued administration 
of the unemployment compensation laws in- each of these few States, 
this section extends until 30 days after the close of such States' next 
regular legislative session, the time within which such States may effect 
the necessary transfers of funds. The net effect of this postponement 
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will not deprive the Railroad Unemployment Insurance Account of 
any moneys to which it is en titled under the present provisions of the 
Railroad Unemploym-ent Insurance Act. The section will apply only 
to States in which the first regular legislative session which began after 
June 25, 1938, has adjourned prior to 30 days after the date of enact­
ment of this act. This limitation is necessary in order that States 
whose first regular legislative sessions which begin after June 25, 1938, 
and after the date of enactment of this act, will not be authorized to 
postpone the enactment of the legislation required under the Railroad 
Unemployment Insurance Act. 

Section 907 is a new amendment. proposed because in the case of 
persons 65 or over there may be benefit credits because of wages 
earned during any part of 1939. This amendment would provide 
that where the employee's tax has not been deducted from the em­
ployee over 65 and where the employer has not made any tax pay­
ment for his employment in 1939, deduction of an amount equal to 
the employee's tax without interest would be made from his monthly 
benefits or other benefits payable with respect to his wages. 

0 
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AN ACT
 
To amend the Social Security Act, and for other purposes. 

I Be it enacted by the Senate and House of Representa­

2 tives of the United States of America in Congqress assembled, 

3 That this Act may be cited as the "Social Security Act 

4 Amendments of 1939". 

5 TITLE I-AMENDMENTS TO TITLE Ii OF THE 

6 SOCIAL SECURITY ACT 

7 SmC. 101. Section 2 (a) of the Social Security Act is 

8 amended to read as follows: 

9 " (a) A State plan for old-age assistance must (1) 

10 provide that it shall be in effect in all political subdivisions 

ii of the State, and, if adiiinistered by them, be mandatory 



1 upon them; (2) provide for financial participation by the 

2 State; (3) either provide for the establishment or designa­

3 tion of a single State agency to administer the plan, or pro­

4 vide for the establishment or designation of a single State 

5 agency to supervise the administration of the plan; (4) 

6 provide for granting to any individual, whose claim for old­

7 age assistance is denied, an opportunity for a fair hearing 

8 before such State agency; (5) provide, such methods of 

9 administration (ether thaft7 these *elfttin*g to seleetiaei+, temfitfe 

10 of4 Ofe~ee a*4 ee fpe*1satief of per-eneIe including, after 

11 January 1, 1940, methods relating to the establishment and 

12 maintenance of personnel standards on a merit basis) as are 

13 found by the Board to be necessary for the proper and effi­

14 cient operation of the plan; (6) provide that the State 

15 agency will make such reports, in such form and containing 

16 such information, as the Board may from time to time require, 

17 and comply with such provisions as the Board may from 

18 time to time find necessary to assure the correctness and 

19 verification of such reports; (7) effective July 1, 1941, 

20 provide that the State agency shall, in determining need, 

21 take into consideration any other income and resources of 

22 an individual claiming old-age assistance; and (8) effective 

23 July 1, 1941, provide safeguards which restrict the use or 

24 disclosure of information concerning applicants and recipients 



.1 to purposes directly connected with the administration of
 

2 old-age assistance." 

3 SEC. 102. Effective January 1, 1940, section 3 of such 

4Act is amended to read as follows: 

5 "iPAYMENT TO STATES 

6 "SEC. 3. (a) From the sums appropriated therefor, 

,jthe Secretary of the Treasury shall pay to each State which 

8 has an approved plan for old-age assistance, for each quar­

9 ter, beginning with the quarter commencing January 1, 1940, 

10o (1) an amount, which shall be used exclusively as old-age 

11 assistance, equal to one-half of the total of the sunis ex­

12 pended during such quarter as old-age assistance under the 

13 State plan with respect to each needy individual who at 

14 the time of such expenditure is sixty-five years of age or 

15older and is not an inmate of a public institution, not count­

16 ing so -much of such expenditure with respect to any indi­

17 vidual for any month as exceeds $40, and (2) 5 per centum 

18of such amount, which shall be used for paying the costs of 

19 administering the State plan or for old-age assistance, or 

20 both, and for no other purpose. 

21 " (b) The method of computing and paying such 

22 amounts shall be as follows: 

23 " (1) The Board shall, prior to the beginning of 

24 each quarter, estimate the amount to be paid to the 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4 

State for such quarter under the provisions of clause (1) 

of subsection (a) , such estimate t6 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 indi­

viduals in the State, and (C) such other investigation 

as the Board may find necessary. 

"(2) TIhe Board shall then certify to the Secretary 

of the Treasury the amount so estimated by the Board, 

(A) 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 under clause (1) of 

subsection (a) for such quarter, anad (B) reduced by 

a sum equivalent to the pro rata share to w hich the 

United States is equitably entitled, as determined by the 

Board, of the net amount recovered during any prior 

quarter by the State or any political subdivision thereof 

with respect to old-age assistance furnished under the 
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1 State plan; except that such increases or reductions shall 

2 not be made to the extent that such sums have been 

3 aJpplied to make the amount certified for any prior quarter 

4 greater or less than the amount estimated by the Board 

for such prior quarter: Provided, That any part of 

6 the amount recovered from the estate of a deceased 

7 recipient which is not in excess of the amount expended 

8 by the State or any political subdivision thereof for the 

9 funeral expenses of the deceased shall not be considered 

as a basis for reduction under clause (B) of this para­

11 graph. 

12 " (3) The Secretary of the Treasury shall there­

13 upon, through the Division of Disbursement of the 

14 Treasury Department and prior to audit or settlement by 

the General Accounting Office, pay to the State, at the 

16 time or times fixed by the Board, the amount so certi­

.7 fled, increased by 5 per centum." 

1-8 SEC. 103. Section 6 of such Act is amended to read as 

19 follows: 

"SEC. 6. When used in this title the terin 'old-age­

21 assistance' means money payments to needyd aged indi­

22 viduals." 

23 TITLE II-AMENDAMENT TO T'ITLE II OF T1lilY 

24 SOCIA L SECURITY ACT 

SEC. 201. Effective January 1, 1940, title, II of suchl 

26 Act is amended to read as follows: 
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1 "TITLE II-FEDERAL OLD-AGE AND SURVIVOR 

2 SURVT7VORS INSURANCE 'BENEFITS 

3 "FEDERAL OLD-AGE AND FWVV: SUR VIVR'S TNSURANCE 

4 TRUST FUND 

"SEC. 201. (a) There is hereby created on the books 

6 of the Treasury of the United-States a trust fund to be known 

7 as the 'Federal Old-Age and gafvier- Survivors Insurance 

8 Trust Fund' (hereinafter in this title called the 'Trust Fund') . 

9 The Trust, Fund shall consist of the securities held by the 

Secretary of the Treasury for the Old Age Reserve Account 

11 and the amount standing to the credit of the Old Age Re­

12 serve Account on the books of the Treasury on January 1, 

13 1940, which securities and amount the Secretary of the 

14 Treasury is authorized and directed to transfer to the Trust 

Fund, and, in addition, such amounts as may be appro­

16 priated to the Trust Fund as hereinafter provided. There is 

1-7 hereby appropriated to the Trust Fund for the fiscal year 

18 ending June 30, 1941, and for each fiscal year thereafter, out 

19 of any moneys in the Treasury not otherwise appropriated, 

amounts equivalent to 100 per centumn of the taxes (includ­

2-1 ing interest, penalties, and additions to the taxes) received 

22 under the Federal Insurance Contributions Act and covered 

23 into the Treasury. 

24 " (b) There is hereby created a body to be known as the 

Board of Trustees of the Federal Old-Age and S4f~vive- Sur­
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vivor~s Insurance Trust Fund (hereinafter in this title called 

the 'Board of Trustees') wNhich Board of Trustees shall be 

composed of the Secretary of the Treasury, the Secretary of 

Labor, and the Chairman of the Social Security Board, all 

ex officio. The Secretary of the Treasury shall be the Man­

aging Trustee of the Board of Trustees (hereinafter in this 

title called the 'Managing Trustee') . It shall be the duty 

of the Board of Trustees to­

"(1) Hold the Trust Fund; 

"(2) Report to the Congress on the first day of 

each regular session of the Congress on the operation 

and status of the Trust Fund during the preceding 

fiscal year and on its expected operation and status 

during the next ensuing five fiscal years; 

" (3) Report immediately to the Congress whenever 

the Board of Trustees is of the opinion that during 

the ensuing five fiscal years the Trust Fund will exceed 

three times the highest annual expenditures anticipated 

during that five-fiscal-year period, and whenever the, 

Board of Trustees is of the opinion that the amount of 

the Trust Fund is unduly small. 

The report provided for in paragraph (2) above shall in­

clude a statement of the assets of, and the disbursements made 

from, the Trust Fund during the preceding fiscal year, an 

estimate of the expected future income to, and disbursements 
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1 to be made from, the Trust Fund during each of the next 

2 ensuing five fiscal years, arid a statement of the actuarial 

3 status of the Trust Fund. 

4 " (c) It shall be the duty of the Managing Trustee to 

5 invest such portion of the Trust Fund as is not, in his judg­

6 ment, required to meet curient withdrawals. Such invest­

7 mnents may be made only in interest-bearing obligations of 

8 the United States or in obligations guaranteed as to both 

9 principal and interest by the United States. For such pur­

10 pose such obligations may be acquired (1) on original issue 

11 at par, or (2) by purchase of outstanding obligations at the 

12 market price. The purposes for which obligations of the 

13 United States may be issued under the Second Liberty Bond 

141 Act, as amended, are hereby extended to authorize the 

15 issuance at par of special obligations exclusively to the Trust 

1.6 Fund. Such special obligations shall bear interest at a rate 

17 equal to the average rate of interest, computed as to the end 

1.8 of the calendar month next preceding the date of such issue, 

19 borne by all interest-bearing obligations of the United States 

20 then forming a part of the Public Debt; except that where 

21 such average rate is not a multiple of one-eighth of 1 per 

22 centum-, the rate of interest of such special obligations shall 

23 be the multiple of one-eighth of 1 per centumn next lower than 

24 such average rate. Such special obligations shall be issued 

25 only if the Managing Trustee determines that the purchase of 
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1 other interest-bearing obligations of the United States, or of 

2 obligations guaranteed as to both principal and interest by 

3 the United States on original issue or at the market price, 

4 is not in the public interest. 

5 " (d) Any obligations acquired by the Trust Fund (ex­

6 cept special obligations issued exclusively to the Trust Fund) 

7 may be sold by the Managing Trustee at the market price, 

8 and such special obligations may be redeemed at par plus 

9 accrued interest. 

10 " (e) The interest on, and the proceeds from the sale 

11or redemption of, any obligations held in the Trust Fund 

12 shall be credited to and form a part of the Trust Fund. 

13 " (f) The Managing Trustee is directed to pay each 

14 month from the Trust Fund into the Treasury the amount 

15 estimated by him and the Chairman of the Social Security 

16 Board which will be expended during the month by the 

17 Social Security Board and the Treasury Department for the 

18 administration of Title II and Title VIII of this Act, and 

19 the Federal Insurance Contributions Act. Such payments 

20 shall be covered into the Treasury as miscellaneous receipts. 

21 If it subsequently appears that the estimates in any par­

22 ticular month were too high or too low, appropriate adjust­

23 ments shall be made by the Ma~naging Trustee in future 

24 monthly payments, 
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1 "(g) All amounts credited to the Trust Fund shall be 

2 available for making payments required under this title. 

3 "(OLD-AGE AND e ~~SURVIVO0RS TNSIJRANCE BENEFIT 

4 PAYMENTS 

5 "Primary Insurance Benefits 

6 "SEC. 202. (a.) Every individual, who (1) is a fully 

7~ insured individual (as defined in section 209 (g) ) after 

8 December 31, 1939, (2) has attained the age of sixty-five, 

9 and (3) has filed application for primary insurance benefits, 

10 shall be entitled to receive a primary insurance benefit (as 

11 defined in section 209 (e) ) for each month, beginning with 

12 the month in which such individual becomes so entitled to 

:13 such insurance benefits and ending with the month preceding 

14 the month in which he dies. 

:15 "Wife's Insurance Benefits 

16 "(b) (1) Every wife (as defined in section 209 (i) ) of 

17 an individual entitled to primary insurance benefits, if such 

18 wife (A) has attained the age of sixty-five, (B) has ifiled ap­

19 plication for wife's insurance benefits, (0) was living with 

20 such individual at the time such application was filed, and 

21 (D) is not entitled to receive primary insurance benefits, or is 

22 entitled to receive primary insurance benefits each of which 

23 is less than one-half of a primary insurance benefit of her 

24 husband, shall be entitled to receive a wife's insurance 

25 benefit for each month, beginning with the month in which 



1 she becomes so entitk~d to such mi'suraiice benefits, and ending 

2 with the month immediately preceding the first month in 

3 which any of the following occurs: she dies, her husband dies, 

4 they are divorced a vinculo matrimonii, or she becomes 

5 entitled to receive a primary insurance benefit equal to or 

6 exceeding one-half of a primary insurance, benefit of her 

7 husband. 

8 " (2) Such wife's insurance benefit. for each month shall 

9 be equal to one-bali of a primary insurance benefit of her 

10 husband, except that, if she is entitled to receive a primary 

11 insurance benefit for any month, such wife's insurance benefit 

12 for such month shall be reduced by an amount equal to a 

13 primary insurance benefit of such wife. 

14 "Child's Insurance Benefits 

15 "(c) (1) Every child (as defined in section 209 (k)) 

16 of an individual entitled to primary insurance benefits, or 

17 of an individual who died a fully or currently insured indi­

18 vidual (a~s defined in section 209 (g) and (h) ) after De­

19 cember 31, 1939, if such child (A) has filed application for 

20 child's insurance benefits, (B) at the time such application 

21 was filed wa~s unmarried and had not attained the age of 18, 

22 and (C) was9 dependent upon such individual at the time 

2.3 such application was filed, or, if such individual has died, was 

24 dependent upon such individual at the time of such individ­

2.5 ual's death, shall be entitled to receive a child's insurance 
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1 benefit for each month, bcgliminrg with the month in which 

2 such child becomes so entitled to such insurance benefits, arid 

3 ending with the month immediately preceding the first month 

4 in which any of the following occurs: such child dies, marries, 

5 is adopted, or attains the age of eighteen. 

6 " (2) Such child's insurance benefit for each month shall 

7 be equal to one-half of a primary insurance benefit of the 

8 individual with respect to whose wages the child is entitled 

9 to receive such benefit, except that, when there is more than 

:10 one such individual such benefit shall be equal to one-half 

11 of whichever primary insurance benefit is greatest. 

12 " (3) A child shall be deemed dependent upon a father 

13 or adopting father, or to have been dependent upon such 

14 individual at the time of the death of such individual, unless, 

15 at the time of such death, or, if such individual was living, 

16 at the time such child's application for child's insurance 

17 benefits was filed, such individual was not living with or 

18 contributing to the support of such child and­

19 " (A) such child is neither the legitimate nor 

20 adopted child of such individual, or 

21 " (B) such child had been adopted by some other 

22 individual, or 

23 "(C) such child, at the time of such individual's 

24 death, was living with and supported by such child's 

25 stepfather. 
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1 "(4) A child shall be deemed dependent upon a mother, 

2 adopting mother, or stepparent, or to have been dependent 

3 upon such individual at the time of the death of such indi­

4 vidual, only if, at the time of such death, or, if such 

5 individual was living, at the time such child's application 

6 for child's insurance benefits was filed, no parent other than 

7~ such individual was contributing to the support of such child 

8 and such child was not living with its father or adopting 

9 father. 

10 "Widow's Insurance Benefits 

11 "(d) (1) Every widow (as defined in section 209 (j)) 

12 of an individual who died a fully insured individual after 

13 December 31, 1939, if such widow (A) has not remarried, 

14 (B) has attained the age of sixty-five, (C) has filed appli­

15 cation for widow's insurance benefits, (D) was living with 

16 such individual at the time of his death, and (E) is not 

17 entitled to receive primary insurance benefits, or is entitled to 

18 receive primary insurance benefits each of which is less than 

19 three-fourths of a primary insurance benefit of her husband, 

20 shall be entitled to receive a widow's insurance benefit for 

21 each month, beginning with the month in which she, becomes 

22 so entitled to such insurance benefits and ending with the, 

23 month immediately preceding the first month in which any 

24 of the following occurs: she remarries, dies, or lbecomes 

25 entitled to receive a primary insurance benefit equald to or 
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1 exceeding three-fourths of a primary insurance benefit of 

2 her husband. 

3 "(2) Such widow's insurance benefit for each month 

4 shall be equal to three-fourths of a primary insurance benefit 

5 of her deceased husband, except that, if she is entitled to 

6 receive a primary insurance benefit for any month, such 

7 widow's insurance benefit for such month shall be reduced 

8 by an amount equal to a primary insurance benefit of sucb 

9 widow. 

10 "Widow's Current Insurance Benefits 

11 "(e) (1) Every widow (as defined in section 209 (j)) 

12 of an individual who died a fully or currently insured indi­

13 vidual after December 31, 1939, if such widow (A) has not 

14 remarried, (B) is not entitled to receive a widow's insurance 

15 benefit, and is not entitled to receive primary insurance bene­

16 fits, or is entitled to receive primary insurance benefits each 

17 of which is less than three-fourths of a primary insurance 

18 benefit of her husband, (C) was living with such indi­

19 vidual at the time of his death, (D) ha., filed application 

20 for widow's current insurance benefits, and (E) at the 

21time of filing such application has in her care, a child of 

22 such deceased individual entitled to receive a child's insur­

23 ance benefit, shall be entitled to receive a widow's current 

24 insurance benefit for each month, beginningwith the month. 

25 in which she becomes so entitled to such current insurance 
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1benefits and ending with the month immediately preceding 

2 the first month in which any of the following occurs: no child 

3 of such deceased individual is entitled to receive a child's in­

4 surance benefit, she becomes entitled to receive a primary 

5 insurance benefit equal to or exceeding three-fourths of a 

6 primary insurance benefit of her deceased husband, she be­

7 comes entitled to receive a widow's insurance benefit, she 

8 remarries, she dies. 

9 " (2) Such widow's current insurance benefit for each 

10 month shall be equal to three-fourths of a primary insurance 

ii benefit of her deceased husband, except that, if she is entitled 

12 to receive a primary insurance benefit for any month, such 

13 widow's current insurance benefit for such month shall be 

14 reduced by an amount equal to a primary insurance benefit 

15 of such widow. 

16 "Parent's Insurance Benefit 

17 "(f) (1) Every parent (as defined in this subsection) 

18 of an individual who died a fully insured individual -after 

19 December 31, 1939, leaving no widow and no unmarried 

20 surviving child under the age of eighteen, if such parent (A) 

21 has attained the age of sixty-five, (B) was wholly depend­

22 ent upon and supported by such individual at the time of 

23 such individual's death and filed proof of such dependency 

24 and support within two years of such date of death, (C) hats 

25 not married since such individual's death, (D) is not entitled 
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I to receive any other insurance benefits under this section, or 

2 is entitled to receive one or more of such benefits for a month, 

3 but the total for such month is less than one-half of a primary 

4 insurance benefit of such deceased individual, and (E) has 

5 filed application for parent's insurance benefits, shall be 

6 entitled to receive a parent' s insurance benefit for each 

'7 month, beginning with the month in which such parent be­

8 comes so entitled to such parent's insurance benefits and 

9 ending with the month immediately preceding the first 

10 month in which any of the following occurs: such parent dies, 

ILI marries, or becomes entitled to receive for any month an 

12 insurance benefit or benefits (other than a benefit under this 

13 subsection) in a total amount equal to or exceeding one-half 

14 of a primary insurance benefit of such deceased individual. 

15 " (2) Such parent's insurance benefit for each month 

16 shall be equal to one-half of a primary insurance benefit of 

17 such deceased individual, except that,, if such parent is en­

:18 titled to receive an insurance benefit or benefits for any 

1L9 month (other than a benefit under this subsection), such 

20 parent's insurance benefit for such month shall be reduced 

21j by an amount equal to the total of such other benefit or 

22 benefits for such month. When there is more than one such 

23 individual with respect to whose wages the parent is entitled 

24 to receive a parent's insurance benefit for a month, such 
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benefit shall be equal to one-half of whichever primary 

insurance benefit is greatest. 

"(3) As used in this subsection, the term 'parent' means 

the niother or father of an individual, a stepparent of an 

individual by a marriage contracted before such individual 

attained the age of sixteen, or an adopting parent by whom 

an individual was adopted before he attained the age of 

sixteen. 

"Lump-Sumn Death Payments 

"(g) Upon the dcath, after December 31, 1939, of 

an individual who died a fully or currently insured indi­

vidual leavinig no surviving widow, child, or parent who 

would, on filing application in the month in which such indi­

vidual died, be entitled to a benefit for such month umder sub­

section -(4b)-, (c) , (d) , (e) , or (f) of this section, an amount 

equal to six times a primary insurance benefit of such indi­

vidual shall be paid in a lump-surn to the following person 

(or if more than one, shall be distributed among them) 

whose relationship to the deceased is determined by the 

Board, and who is living on the date of such determination: 

To the widow or widower of the deceased; or, if no such 

widow or widower be then living, to any child or children of 

the deceased and to any other person or persons who are, 

under the intestacy law of the State where the deceased was 

HI. R1. 6635-2 



1domiciled, entitled to share as distributees with such children 

2 of the dcccased, in such proportions as is provided by such 

3 law; or, if no widow or widower and no such child and no 

4 such other person be then living, to the parent or to the par­

.5 ents of the deeea-sed a-Rd t* ai*y othet- peirsai of~peipsefs wha 

6 e,.je e441e4 tifider- siueh law t.Q shaime ers disttbutees with the 

7 a'eTt 4 4he deeeased, ift sueh pfpeti*s iss piravided hy 

8 st"e kaw deceased, kn equal shares. A person who is en­

9 titled to share as distributee with an above-named relative 

10 of the deceased shall not be precluded from receiving a 

11 payment under this subsection by reason of the fact that 

12 no such named relative survived the deceased or of the 

13 fact that no such named relative of the deceased was living 

14 on the date of such determination. If none of the persons 

15 described in this subsection be living on the date of such 

16 determination, such amount shall be paid to any person or 

17 persons, equitably entitled thereto, to the extent and in the 

18 proportions that he or they shall have paid the expenses of 

19 burial of the deceased. No payment shall be made to any 

20 person under this subsection, unless application therefor 

21 shall have been filed, by or on behalf of any such person 

22 (whether or not legally competent), prior to the expira­

23 tion of two years after the date of death of such individual. 
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1 "APPLICATION 

2 "(l) An individual who would have been entitled to a 

3 benefit under subsection (b) , (c), (d) , (e) , or (f) for any 

4 month had he filed application therefor prior to the end of 

5 such month, shall be entitled to such benefit for such month 

6 if he files application therefor prior-to the end of the third 

7 month immediately succeeding such month. 

S "cREDUCTION AND INCREASE OF INSURANCE BENEF TS 

9 "SEC. 203. (a) Whenever the liefiefit fw total of benefits 

10 under section 202, payable for a month with respect to an 

11 individual's wages, is more than $20 and exceeds (1) $85, 

12 or (2) an amount equal to twice a primary insurance benefit 

13 of such individual, or (3) an amount equal t9) 80 per centuin 

14 of his average monthly wiage (as defined in section 209 

15 (f) ) , whichever of such three amounts is least, such 4efteki 

16 or~total of benefits shall, prior to any deductions under sub­

17 sections (d) , (e) , or (h) , be reduced to such least amount 

18 or to $20, whichever is greater. 

19 " (b) Whenever the benefit or total of benefits under see­

20 tion 202 4mo+ a r-edueed imfe~ swhetie n -(a.)+, payable for a 

21 month with respect to an individual's wages, is less than $10, 

22 such benefit or total of benefits shall, prior to any. deduc­

23 tions under subsections (d) , (e) , or (h) , be increased 

24 to $10. 
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"(c) Whenever a decrease or increase of the total of 

benefits for a month is made under subsection (a) or (b) 

of this section, each benefit, eqxcept the primzary benefit, Shall 

lie proportionately decreased or increased, as the case may 

be. 

"(d) Deductions, in such. amounts and at such time or 

times as the Board shall determine, shall be made from any 

payment or payments under this title to which an individual 

is entitled, until the total of such deductions equals such 

individual's benefit or benefits for any month in which such 

individual: 

"(1) rendered services for wages of not less than 

$1;or 

"(2) if a child under eighteen and over sixteen 

years of age, not an apprentice serving without renmuner­

ation, failed to attend school regularly and the Board 

finds that attendance was feasible or, if serving as an 

apprenticewithout remuneration, failed to so serve regu­

larly and the Board finds that such service was feasible; 

or 

"(3) if a widow entitled to a widow's current in­

surance benefit, did not have in her care a child of her 

deceased husband entitled to receive a child's insurance 

benefit. 
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1 "(e) Deductions shall be made from any wife's or child's 

2 insurance benefit to which a wife or child is entitled, until 

3 the total of such deductions equals such wife's or child's 

4 insurance benefit or benefits for any month in which the 

5 individual, with respect to whosc wages such benefit was pay­

6 able, rendered services for wages of not less than $15. 

7 "1(f) If more than one event occurs in any one month 

8 which would occasion deductions equal to a benefit for such 

9 month, only an amount equal to such benefit shall be de­

10 ducted. 

11 " (g) Any individual whese benefit-s aie in receipt of 

12 benefits subject to deduction under subsection (d) or (e) 

13 (or who is in receipt of such benefits on behalf of another 

14 individual), because of the occurrence of an event e-numer­

15 ated therein, shall report such occurrence to the Board prior 

16 to the receipt and acceptance of an insurance benefit for the 

17 second month following the mnonth in which such event 

18 occurred. Any such individual having knowledge thereof, 

19 who fails to report any such occurrence, shall suffer an 

20 additional deduction equal to that imposed under subsection 

21 (d) or (e) . 

22 " (h) Deductions shall also be made from any primary 

23 insurance benefit to which an individual is entitled, or from 

24 any other insurance, benefit payable with respect to such 



1inidividual's NNvages, until such deductions total tile aII lilt 

2of any) lump snim paid t~o such individual under section 204 

3 of the Social Seciirity Act in force prior to the date of enact­

4 nient of the Social Security Act Amendments,- of 1939. 

5 "tOVERPAYMENTS AND UJNDERPAYMEiNTS 

6 "SEC. 204. (a) Whenever an error has been made 

7 With respect to payments to an individual under this title 

8 (including payments made prior to January 1, 1940), 

9 proper adjustment shall be made, under regulations pre­

10 scribed by the Board, by increasing or decreasing subsequent 

11 payments to which such individual is entitled. If such indi­

12 vidual dies before such adjustment has been completed, adjust­

13 ment shall be made by increasing or decreasing subsequent 

14 benefits payable with respect to the wages which were the 

.15 basis of benefits of such deceased 'individual. 

16 "(b) There shall be no adjustment or recovery by the 

:17 United States in any case where incorrect payment has been 

18 made to an individual who is without fault (including pay­

19 ments made prior to January 1, 1940), and where adjust­

20 mient or recovery would defeat the purpose of this title or 

21 would be against equity and good conscience. 

22 " (c) No certifying or disbursing officer shall be held 

23 liable for any amount certified or paid by him to any person 

24 where the adjustment or recovery of such amount is waived 

25 under subsection (b), or where adjustment under subsce­
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1 tion (a) is not completed prior to the death of all persons 

2 agrainst whose benefits deductions are authorized. 

3 "EVIDENCE~, PROCEDURE~, ANT) CERTIFICATION FOil 

4 PAYMENT 

5 "Si~c. 205. (a) The Board shall have full power and 

6 authority to make rules and regulations and to establish pro­

7 ccdures, not inconsistent with the provisions of this title, 

8 which are necessary or appropriate to cariy out such 

9 provisions, and shall adopt reasonable and proper- rules and 

10 regulations to regulate and provide for the nature and extent 

11 of the proofs and evidence and the method of taking and 

12 furnishing the same in order to establish the right to benefits 

13 hereunder. 

14 it(b) The Board is directed to make findings of fact, 

15 and decisions as to the rights of any individual applying for 

16 a payment under this title. Whenever requested by any 

17 such individual or whenever requested by a wife, widow, 

18 child, or parent who makes a showing in writing that his or 

19 her rights may be prejudiced by any decision the Board 

20 has rendered, it shall give such 'applicant and such other 

21individual reasonable notice and opportunity for a hearing 

22 with respect to such decision, and, if a hearing is held, shall, 

2.3 on the basis of evidence adduced at the hearing, affirm, 

24 modify, or reverse its findings of fact and such decision. The 

25 Board is further authorized, on its own motion, to hold such 
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1 hearings and to conduct such investigations and other pro­

2 ceedings as it may deem necessary or proper for the admin­

3 istration of this title. In the course of any hearing, investi­

4 gation, or other proceeding, it may administer oaths and 

affirmations, examine witnesses, and receive evidence. Evi­

6 dence may be received at any hearing before the Board 

7 even though inadmissible under rules of evidence applicable 

8 to court procedure. 

9 " (c) (1) On the basis of information obtained by or 

submitted to the Board, and after such verification thereof as 

11 it deems necessary, the Board shall establish and maintain 

12 records of the amounts of wages paid to each individual 

13 and of the periods in which such wages were paid and, upon 

14 request, shall inform any individual, or after his death shall 

inform the wife, child, or parent of such individual, of the. 

16 -amounts of wages of such individual and the periods of paya­

17 ments shown by such records at the time of such request. 

18 Such records shall be evidence, for the purpose of proceed­

19 ings before the Board or any court, of the amounts of such 

wages and the periods in which they were paid, and the 

21 absence of a~n entry as to an individual's wages in such records 

22 for any period shiall be evidence that no wages were paid 

23 such individual in such period. 

24 "(2) After the expiration of the fourth calendar year 

following any year in which wages were paid or are alleged 
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to have been paid an individual, the records of the Board as 

to the wages of such individual for such year and the periods 

of payment shall be conclusive for the purposes of this title, 

except as hereafter provided. 

" (3) If, prior to the expiration of such fourth year, 

it is brought to the attention of the Board that any entry of 

such wages in such records is erroneous, or that any item 

of such wages has been omitted from the records, the Board 

may correct such entry or include such omitted item in its 

records, as the case may be. Written notice of any revision 

of any such entry, which is adverse to the interests of any 

individual, shall be given to such individual, in any case 

where such individual has previously been notified by the 

Board of the amount of wages and of the period of paym­

ments shown by such entry. Upon request in writing made 

prior to the expiration of such fourth year, or within sixty 

days thereafter, the Board shall afford any individual, or 

after his death shall afford the wife, child, or parent of such 

individual, reasonable notice and opportunity for hearing 

with respect to any entry or alleged omission of wages of 

such individual in such records, or any revision of any such 

entry. If a hearing is held, the Board shall make findings 

of fact and a decision based upon. the evidence adduced at 

such hearing and shall revise its records as may be required 

by such findings and decision. 



26
 

1 "(4) After thc expiration of such fourth year, the 

2 Board may revise any entry or include in its records any 

3 omitted item of wages to conform its records with tax returns 

4 or portions of tax returns (including information returns and 

5 other written statements) filed with the Commissioner of In­

6 ternal Revenue under title VIII of the Social Security Act or 

.7 the Federal Insurance Contributions Act or under regulations 

8 made under authority thereof. Notice shall be given of such 

9 revision under such conditions and to such individuals as is 

10 provided for revisions under paragraph (3) of this sub­

11 section. Upon request, notice and opportunity for hearing 

12 with respect to any such entry, omission, or revision, shall be 

13 afforded. under such conditions and to such individuals as 

14 is provided in' paragraph (3) hereof, but no evidence shall 

15 be introduced at any such hearing except with respect to con­

16 formity of such records wNith such ta:.i returns and such other 

17 data submitted under such title VIII or the Federal Insurance 

18 Contributions Act or under such regulations. 

19 " (5) Decisions of the Board under this subsection shall 

20 be reviewable by commencing a civil action in the district 

21 court of the United States as provided in subsectior. (g) 

22 hereof. 

23 " (d) For the purpose of any hearing, investigation, or 

24 other proceeding authorized or directed under this title, or 

25 relative to any other matter within its. jurisdiction hereunder, 
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1 the Board shall have power to issue subpenas requiring thc 

2 attendance and testimony of witnesses and the production Of 

3 any evidence that relates to aiiy matter under investigation 

4 or in question before the Board. Such attendance of wit­

ncsses and production of evidence at the designated place of 

6 such hearingf, investigration, or other proceeding may be re­

7 quired from any place in the United States or in any Terri­

8 tory or possession thereof. Subpenas of the Board shall be 

9 served by anyone authorized by it (1) by delivering a copy 

thereof to the individual named therein, or (2) by regis­

11 tered mail addressed to such individual at his last dwelling 

12 place or principal place of business. A verified return by the 

13 individual so serving the subpena setting forth the manner 

14 of service, or, in the case of service by registered mail, the 

return post-office receipt therefor signed by the individual so. 

16 served, shall be proof of service. Witnesses so subpenaed 

17 shall be paid the same fees and mileage as are paid witnesses 

18 in the district courts of the United States. 

19 " (e) In case of contumacy by, or refusal to obey a 

subpena duly served upon, any person, any district court 

2-1 of the United States for the judicial district in which said 

22 person charged with contumacy or refusal to obey is found 

23 or resides or transacts business, upon application by the, 

24 Boa-rd, shlal have jurisdiction 1.0 issue an order requiringlt 

such person to appear and grive testimony, or to appear and 
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1 produce evidence, or both; any failure to obey such order 

2 of the court may be punished by said court as contempt 

3 thereof. 

4 " (f) No person so subpcnaed or ordered shall be cx­

5 cused from attcndiiig and testifying or fromn producing books, 

6 records, correspondence, documents, or other evidence on the 

7 ground that the testimony or evidence required of him may 

8 tend to incriminate him or subject him to a penalty or for­

9 feiture; but no person shall be prosecuted or subjected to any 

10 penalty or forfeiture for, or on account of, any transaction, 

11 matter, or thing concerning which he is compelled, after 

12 having claimed his privilege against sell-incrimination, to 

:13 testify or produce evidence, except that such person so testi­

14 fying shall not be exempt from prosecution and punishment 

115 for perjury committed in so testifying. 

16 " (g) Any individual, after any final decision of the 

17 Board made after a hearing to which he was a party, irre­

18 spective of the amount in controversy, may obtain a review 

19 of such decision by a civil action commenced within sixty 

20 days after the mailing to him. of notice of such decision or 

21 within such further time as the Board may allow. Such 

22 action shall be brought in the district court of the United 

23 States for the judicial district in which the plaintiff resides, 

24 or has his principal place of business, or, if he does not reside 

25 or have his principal place of business within any such
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judicial district, in the District Court of the United States 

for the District of Columbia. As part of its answer the 

Board shall file a certified copy of the transcript of the record 

including the evidence upon which the findings and decision 

complained of are based. The court shall have power to 

enter, upon the pleadings and transcript of the record, a 

judgment affirming, modifying, or reversing the decision of 

the Board, with or without remanding the cause for a reb ear­

ing. The findings of the Board as to any fact, if supported 

by substantial evidence, shall be conclusive, and where a 

claim has been denied by the Board or a decision is rendered 

under subsection (b) hereof which is adverse to an individual 

who was a party to the hearing before the Board, because 

of failure of the claimant or such individual to submit proof 

in conformity with any regulation prescribed uinder sub­

section (a) hereof, the court shall review only the question 

of conformity with such regulations and the validity of 

such regulations. The court shall, on motion of the Board 

made before it files its answer, remand the case to the Board 

for further action by the Board, -and may, at any time, on 

good clause sliown, order ,additional eNvidenice to b)1 tikcni 

before the Board, and the Board shall, after the case, is 

remanded, and after hearing such ,additional evidenice if so 

ordered, modify or afirni its findings of fact or it~s decision, or 

both, and shall file wvitli the court -anry such additional and 
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1 modified findings of fact and decision, and a transcript of the 

2 additional record and testimony upon which its action in 

3 modifying or affirming was based. Such additional or 

4 modified findings of fact and decision shall be reviewable 

5 only to the extent provided for review of the original find­

6 ings of fact and decision. The judgment of the court shall 

7 be final except that it shall be subject to review in the same 

8 manner as a judgment in other civil actions. 

9 "(h) The findings and decision of the Board after a 

10 hearing shall be binding upon all individuals who were par­

11 ties to such hearing. No findings of fact or decision of the 

12 Board shall be reviewed by any person, tribunal, or govern­

13 mental agency except as herein provided. No action against 

14 the United States, the Board, or any officer or employee 

i.5 thereof shall be brought under section 24 of the Judicial Code 

16 of the United States to recover on any claim arising under 

17 this title. 

18 "(i) Upon final decision of the Board, or upon final 

1q Midoimnj n~ £nn' emirrt nf onmno31-cnt ;niJ;t fbof n 



1 Division of Disbursement of the Treasury Dcpartmeut, Cand 

2 prior to any action thereon by the Genera] Accounting 

3 Office, shall make payment in accordance with the certifica­

4 tion of the Board: Provided, That where a review of the 

5 Board's decision is or may be sought under subsection (g) 

6 the Board may withhold certification of payment pending 

7 such review. The Managing Trustee shall not be held per­

8 sonally liable for any payment or payments made in accord­

9 ance with a certification by the Board. 

10 " (j) When it appears to the Board that the interest of 

11 an applicant entitled to a payment would be served thereby, 

12 ccrtification of payment may be made, regardless of the legal 

13 competency or incompetency of the individual entitled thereto, 

14 either for direct payment to such applicant, or for his use 

15and benefit to a relative or some other person. 

16 "(k) Any payment made after December 31, 1939. 

17 under conditions set forth in subsection (j), any payment 

18 made before January 1, 1940, to, or on behalf of, a legally 

19 incompetent individual, and any payment made after De­

20 cember 31, 1939, to a legally incompetent individual with­

21 out knowledge by the Board of incompetency prior to certi­

22 fication of payment, if otherwise valid under this title, shall be 

23 a complete settlement and satisfaction of any claim, right, or 

24 interest in and to such payment. 
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1I(1 The Board is authorized to delegate to any mem­

2 her, officer, or employee of the Board designated by it any 

3 of the powers conferred upon it by this section, and is author­

4ized to be represented by its own attorneys in any court 

in any case or proceeding arising under the provisions of 

6 subsection (e). 

7 " (in) No application for any benefit under this title 

8 filed prior to three months before the first month for which 

9 the applicant becomes entitled to receive such benefit shall be 

accepted as an application for the purposes of this title. 

1.1 " (n) The Board may, in its discretion, certify to the 

12 Managing Trustee any two or more individuals of the same 

13 family for joint payment of the total benefits payable to 

14 such individuals. 

ccREPRESENTATION OF CLAIMANTS BEFORE T111E BOARD 

16 "SEd'. 206. The Board may7 prcscribe rules and regula­

17 tions governing the recognition of agents or other persons, 

18 other than attorneys as hereinafter provided, representing 

19 claimants before the Board, and may require of such agents 

or other persons, before being recognized as representatives 

21 of claimants that they shall show that they are of good 

22 character and in good repute, possessed of the necessary 

23 qualifications to enable them to render such claimants valu­

24 able service, and otherwise competent- to advise and assist 

such claimants in the presentation of their cases. An attor­



33
 

1 ney in good standing who is admitted to practice before the 

2 highest court of the State, Territory, District, or insular 

3 possession of his residence or before the Supreme Court of 

4 the United States or the iiiferior Federal courts, shall be 

5 entitled to represent claimants before the Board upon filing 

6 with the Board a certificate of his right to so practice from 

7 the presiding judge or clerk of any such court. The Board 

8 may, after due notice and opportunity for hearing, sus­

9 pend or prohibit from further practice before it any such 

10 person, agent, or attorney who refuses to -comply with the 

11. Board's rules and regulations or who violates any provision 

12 of this section for which a penalty is-prescribed. The Board 

13 may, by rule and regulation, prescribe the maximum fees 

14 which may be charged for qervices performed in connection 

1,5 with any claim before the Board under this title, and any 

16 agreement in violation of swch rules and regulations shall 

17 be void. Any person who shall, with intent to defraud, in 

18 any manier willfully and knowingly deceive, mislead, or 

19 threaten any claimant or prospective claimant or beneficiary 

20 under this title by wvord, circular, letter or advertisement, or 

21 who shall knowingly charge or collect directly or indirectly 

22 any fee in excess of the maximum fee, or make any agree­

23 ment directly or indirectly to charge or collect any fee in 

24 excess of the maximum fee, prescribed by the Board shall be 

25 deemed guilty of a misdemeanor and, upon conviction 

H. R. 6635-3 
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1 thereof, shall for each offense be punished by a fine not ex­

2 ceeding $500 or by imprisonment not exceeding one year, 

3 or both. 

4 itASSIGNMENT 

5 "Si,,c. 207. The right of any person to any future pay­

6 ment under this title shall not be transferable or assignable, 

7 at law or in equity, and none of the moneys paid or payable 

8 or rights existing under this title shall be subject to execution, 

9 levy, attachment, garnishment, or other legal process, or to 

io the operation of any bankruptcy or insolvency law. 

11 "tPENALTIES 

12 "SEC. 208. Whbfever, for the purpose of causing an 

13 increase in any payment authorized to be made under this 

14 title, or for the purpose of causing any payment to be made 

15 where no payment is authorized under this title, shall make 

16 or cause to be made any false statement or representation 

17 (including any false statement or representation in connec­

18 tion with any matter arising under the Federal Insurance 

19 Contributions Act) as to the amount of any wages paid 

20 or received or the period during which earned or paid, or 

21 whoever makes or causes to be made any false statement 

22 of a material fact in any application for any payment under. 

23 this title, or whoever makes or causes to be made any false 

24 statement, representation, affidavit, or document in connec­

25 tion with such an application, shall be, guilty of a misdemeanor 
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1 and upon conviction thereof shall be fined not more thali 

2 $1,000 or imprisoned for not more than one year, or both. 

3 itDEFINITIONS 

4 "SEC. 209. When used in this title­

5 " (a) The term 'wages' imeans all remuneration for em­

6 ployment, including the cash value of all remuneration paid 

7 in any medium other than cash; except that such term shall 

8 not include­

9 " (1) That part of the remuneration which, after 

10 remuneration equal to $3,000 has been paid to an indi­

11 vidual by an employer with respect to employment duir­

12 ing any calendar year prior to 1940, is paid to such 

13 individual by such employer with respect to employment 

1-4 during such calendar year; 

15 "(2) That part of the remuneration which, after 

16 remuneration equal to $3,000 has been paid to an ivdi­

1.7 vidual with respect to employment during any calendar 

18 year after 1939, is paid to such individual with respect 

19 to employment duringsuch calendaryear; 

20 "-(-2-)- (3) The amount of any payment made to, or 

21 on behalf of, an employee undei a plan or system estab­

22 lished by an employer which makes provision for his 

923 employees generally or for a class or classes of his em­

24 ployees (including any amount paid by an employer 

25 for ilisurance or annuities, or into a fund, to provide for 
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1 any such paymrent) , on account of (A) retirement, or 

2 (B) sickness or accident disability, or (C) medical and 

3 hospitalization expenses in connection with sickness or 

4 accident disability, or (D) death, provided the employee 

5 (i) has not the option to receive, instead of provisiton 

6 for such death benefit, any part of such, payment or, if 

'7 such death benefit is insured, any part of the premiums 

8 (or contributions to premiums) paid by his employer,, 

9 and (ii) has not the right, under the provisions of the 

10 plan or system or policy of insurance providing for such 

11 death benefit, to assign such ben~efit, or to receive a cash 

12 consideration in lieu of such benefit either upon his with­

13 drawal from the plan or system providing for such bene­

14 fit or upon termination of such plan or system or policy of 

15 insurance or of his employment with such employer; 

16 "-(-.) (4) The payment by an employer (without 

17 deduction from the remuneration of the employee) (A) 

18 of the tax imposed upon an employee under section 1400 

19 of the Internal Revenue Code or (B) of any payment 

20 requiired from an employee .under a State unemploy­

21 ment compensation law; 

22 "-(4)- (5) Dismissal paymnents which the employer is 

23 not legally required to make; or 

"-Vjy) (6) Any remuneration paid to an individual 

25 prior to January 1, 1937. 
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1 "(b The term 'employment' means any service per­

2 formed after Deccmber 31, 19,36, and prior to January 1. 

3 1940, which was employment as defined in. section 210 (b) 

of the Social SeuivAt prior to stteh dat-te January 1, 

51.940 (except. service performed by an individual after lie 

6attained the agee of sixty-five if performed prior to Januiary 

1, .1939), and( any service, of whatever nature, perfoirmed 

8 after December 31., 19:39, by all employee for the person 

9 employing him, irrespective of the citizenship or residence 

10 of either, (A) within the U.nited States, or (B) on or im 

11connection with an American vessel under a contract of 

12 service which is entered into within the United States or 

13 during the performance of w\\hich the vessel touches at a port 

14in the 'Uiiitcd States, if the employee is employed on and 

15 in connection with stich vessel when outside tile 'United. 

16States, exceptb­

17 "(1) Agricultural labor (as defined in subsection 

18 (1) of this section) 

19 " (2) Domestic service in a private home,, local col­

20 lege club, or local chapter. of a college fraternityv 01. 

21 sorority; 

22 " (3) Casual ]labor not in the course of the em­

23 ployer's trade or business; 

24 " (4) Service performed by ain individual in tile 

25 employ of his son, daughter, oI. spouse, and service per­
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Iformed by a child under the age of twenty-one in the
 

2 

3 

employ of his father or mother; 

" (5) Service performed on or in connection with 

5 

4 a vessel not an American vessel by an employee, if the 

employee is employed on and in connection with such 

6 

7 

vessel when outside the United States; 

"(6) Service performed in the employ of the 

8 

9 

United States Government, 

the United States which is 

or of an instrumrentality of 

(A) wholly owned by the 

10 

11 

United States, or (B) exempt from the tax imposed by 

section 1410 of the Internal Revenue Code by virtue 

12 of any other provision of law; 

13 

14 or 

" (7) Service performed in the employ of a State, 

any political subdivision thereof, or any instrumen­

15 

16 

17 

tality of any one or more of the foregoing which is 

wholly owned by one or more States or political sub­

divisions; and any service performed in the employ of 

18 any instrumentality of one or more States or political 

19 

20 

subdivisions to the extent that the instrumentality is, 

with respect to such service, immune under the Constitu­

21 tion of the United States from the tax imposed by 

22 section 1410 of the Internal Revenue Code; 

23 

24 

" (8) Service performed in the employ of a corpo­

ration, community chest, fund, or foundation, organ­

25 ized and operated exclusively for religious, charitable, 
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1scientific, literary, or educational1 purposes, or for the 

2 prevention of cruelty to children or animals, no part 

3 of the net earnings of which inures to the benefit of any 

4 private shareholder or individual, and no substantial 

5 part of the activities of which is carrying on propaganda, 

6 or otherwise attempting, to influence legislation; 

'7 " (9) Service performed by an individual as an 

8 employee or employee representative as defined in see­

9 tion 1532 of the Interiial Revenue Code; 

10 " (10) (A) Service performed in any calendar 

11 quarter in the employ of any organization exempt from 

12 income tax under section 101 of the Internal Revenue 

13 Code, if­

14 " (i) the remhuneration for such service does not 

15 exceed $45, or 

16 " (ii) such service is in connection with the 

17 collection of dues or premiums for a fraternal bene­

18 ficiary society, order, or association, and is per­

19 formed away from the home office, or is ritualistic 

20 service in connection with any such society, order, 

21 or association, or 

22 " (iii) such service is performed by a student 

23 who is enrolled and is regularly attending classes at 

24 a school, college, or university; 
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1 "(B) Service performed in the empioy of an agri­

2 cultural or horticultural organ iztati on exempt from income 

3 tax under section 101 (1) of thie Internal R~evenue Code6; 

4 "(0) Service performed in the employ of a volun­

tary employees' beneficiary association providing for the 

6 payment of life, sick, accident, or other benefits to the 

7 members of suci -association or their dependents, if (i) 

8 no part of its net earnings inures (other than through 

9 such payments) to the benefit of any private shareholder 

or individual, and (ii) 85 per centum or more of the 

11 income consists of amounts collected from members for 

12 the sole purpose of making such payments and meeting 

13 expenses; 

1H " (D) Service performed in the employ of a volun­

tary? employees' beneficiary association providing for the 

16 payment of life, sick, accident, oi other benefits to the 

17 members of such association or their dependents or their 

18 designated beneficiaries, if (i) admission to memnbership 

19 in such association is limited to individuals who are 

officers or employees of the United States Government, 

21 and (ii) no part of the net earnings of such association 

22 inures (other than through such payments) to the bene­

23 fit of any private shareholder or individual; 

24 " (E) Service performed in any calendar quarter 

in the employ of a school, college, or university, not 
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1 exempt from income tax under section 101 of the 

2 Internal Revcnue Code, if such service is performed 

3 by a student who is enrolled and is regularly attending 

classes at such school, colle~reounvriyadth 

remiiieration for such service does not exceed $45 

6 (exclusive of room, board, anid tuition) 

7 "(11) Service performed in the employ of aforeign 

8 government (including service as a consular or other 

9 officer or employee or a nondiplomatic representative) 

" ( 12) Service performed in the employ of an in­

11 strumentality wholly owned by a foreign government­

12 "(A) If the service is of a character similar 

13 to that performed in foreign countries by employees 

14 of the United States Government or of an instru­

mentality thereof; and 

16 " (B) If the Secretary of State shall certify to 

17 the Secretary of the Treasury that the foreign gov­

18 ermient, wvith respect to whose instrumnentality and 

19 employees thereof exemption is claimed, grants an 

equivalent exemption with respect to similar service 

21 performed in the foreign country by employees of 

22 the United States Government and of instrumentali­

23 ties thereof ; 

24 "(13) Service performed as a student nurse in the 

employ of a hospital or a nurses' training school by an 
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I individual who is enrolled and is regularly attending 

2 classes in a nurses' training school chartered or approved 

3 pursuant to State law; and scrvicc performed as an 

4 interne in the employ of a hospital by an individual who 

5 has completed a four years' course in a medical school 

6 chartered or approved pursuant to State hv-w law; 

7 "(14) Service performed by an individual iln the 

8 catching, taking, harvcsting, cultivating, or farming of 

9 any kind of fish, shellfish, cru~stacea, sponges, seaweeds, 

10 or other aquatic forms of animal and vegetable life, or 

11 as officer or member of the crew of any sail vessel, or a 

:12 vessel other than a sail vessel of less than four hundred 

13 tons (determined in the manner provided for determining 

14 the register tonnage under the laws of the United States), 

15 while such vessel is engaged in any such activity (in­

16 eluding preparationfor, and unloading (after-, any such 

17 activity); or 

18 "(15) Service performed by (in lindividual -undcr 

19 the age of eightee'n in the delivery or distribution,ofne­

20 papers or shopping news, not including delivery or dis­

21 tribution to any point for subsequtent delivery or 

22 distribution. 

23 " (c) If the services performed during one-half or more 

24 of any pay period by an employee for thc person employing 

25 him constitute employment, all the services of such employee 
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.1 for such period shall be deemed to be employment; but if the 

2 services performed during more than one-half of any such 

3 pay period by an employee for the person employing him do 

4 not constitute employment, then none of the services of such 

employee for such period shall be deemed to be employ­

6 ment. As used in this subsection the term 'pay period' 

7 means a period (of not more than thirtym-one consecutive 

8 days) for which a payment of remuneration is ordinarily 

9 made to the employee by the person -employing him. This 

subsection shall not be applicable with respect to services 

11 performed foi-- ftf effpboye in a pay period by an employee 

12 for the person employing him, where any of such service 

13 is excepted by paragraph (9) of subsection (b) . 

14 " (d) The term 'American vessel' means any vessel doe­

umented or numbered under the laws of the United States; 

16 and includes any vessel which is neither documented or 

17 numbered under the laws of the United States nor doc­

18 umented under the laws of any foreign country, if its crew 

19 is employed solely by one or more citizens or residents of 

the United States or corporations organized under the laws 

21 of the United States or of any State. 

22 " (e) The term 'Primary insurance benefit' means an~ 

2.3 amount equal to the sum of the following­

24 " (1) (A) 40 per centum. of the amount of an 

individual's average monthly wage if such average 
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monthly wage does not exceed $50, or (B) if such aver­

agc monthly wage exceeds $50, 40 per centum of $50, 

plus 10 per centum. of the amount by which such aver­

age monthly wage exceeds $40-, ffd $~50 and does 

not exceed $250, and 

" (2) an amount equal to 1 per centum. of the 

amount computed under paragraph (1) multiplied by 

the number of years in which $200 or more of wages 

were paid to such individual. Where the primary insur­

ance benefit thus computed is less than $10, such benefit 

shall be $10. 

" (f) The term 'average monthly wage' means the quo­

tient obtained by dividing the total wages paid an individual 

before the yeff quarter in which he died or became entitled 

to receive primary insurance benefits, whichever first 

occurred, by twelve three times the number of yea&+ quarters 

elapsing after 1936 and before such yea+. quarter in which he 

died or became so entitled, excluding any yea, quarter priof 

to the y-ef quarter in which he attained the age of twenty-

two during which he was paid less than $22W $50 of 

wagesj-~-i ift Re ease AAshA4 ie t-eWu wag-es -be diizided ]by a 

ikuffief kess t4ie thirty-six and any quarter,after the quarter 

in which he attained age sixty-five, occurring prior to 1939. 

"(g) The term 'fully insured individual' means any 

individual with respect to whom it appears to the satisfac­

tion of the Board that­
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1 ~ --A+ e et44aiife4 ftge si,,y f4ive p~4 o+to 4-940; 

2 and, 

3 ~ '(134B he has Hot less thant two yea*s 4f eovefigw~, 

5 £!(g).te tetal fiffatt f4 wages paid te hiffi wafs 

6 ~t less tunft$600- of 

7 "L2+-(-A+ aa4thif th+e peied of f940-1-945-T ilfeehi­

8 sive- he aktainled the abge of si*!Etfi-ve of died befor-e 

9 aa~itilig stteh atge a*d 

10 IL~~~he had ++et lesis thanf eiie y'e tu f eoefefage fo* 

11 eateh t-wo 4 the yea*H speeifid iii elta*tse -(-G)- plus ant 

12 y ofj~eo~venge, .*an 

13 .(-) the tetal afietien of wftges, pe4d to hiimf was 

14 tf t less9 thani ftf amei4itt eq"tf to makediplied by the 

15 *wtinle+ 4f y-eai elatpsifg fffte-t 4f)6. an~d up te anfd 

16 inehtdiftg the y-eff int whieht he attained the age offi4si-t, 

17 fie of die4-, whieheve* 4t-A oeeeu**edj 8*o 

18 !±S +(A+)t-he teWtl ettnt 4f wages, pti-d to him 

19 was net- less 4itha $2,000 anid 

20 iLf13 he had fiet less than eite y-ess of eoevefage 

21 fo+ eae twa of th+e -ea elapsing fthe-i- =9.36 o* ft 

22 the yea*i inf whieh -he attaiied the atge of twenty one-, 

23 whieeizeve yeff is Ilater-, aftd up te and4 inehiding the yef8* 

24 inf whieh hle afttined the age 4f si~ity ftlve of dieJd whieli 
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1 evei- ii~t- eeetifired, ph-L aft additiona y-eff of eovefetgee 

2 af4 iinaease ha41ess 4at five Yeerofcoefage;of 

4 ~A-s wsed in this suhseetiefi, the 4tefj 'veaf' neans ealeti­

fl&I yr- anRd the tefm lyeff of eoeferge mieans a ealenida* 

6 yeft int wlhiel the kiANdiidu htt-s been+paid not kess thant 

7 $21G int Wages. When the numbei of yeax-s speeifie4 mt 

nii~be 4ia4bemedbyee ne, 

11 "(1) He had not less than one quarter of coverage 

12 for each two of the quarterselapsing after 1936, or after 

13 the quarter in which he attained the age of twenty-one, 

14 whichever quarter is later, and up to but excluding the 

quarterin which he attained the age of sixty-five, or died, 

16 which sver first occurred, and in no case less than six 

17 quarters of coverage; or 

18 "(2) He had at least forty quarters of coverage. 

19 "As used in this subsection, and in subsection (h) of this 

section, the term 'quarter' and the term 'calendar quarter' 

21 mean a period of three calendar months ending on March 

22 131, June 30, September 30, or December 31; and the term 

23 'quarter of coverage' means a calendar quarter in which the 

24 individual has been paid not less than $50 in wages. When 

the number of quarters specified in paragraph (1) of this 
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subsection is an odd number, for purposes of such para­

graph such. number shall be reduced by one. 

"(l) The term 'currently insured individual' means any 

individual with respect to whom it appears to the satisfaction 

of the Board that he has been paid wages of not less than 

$50 for each of not less than six of the twelve calendar quar­

ters, imm-ediately preceding the quarter in which he died. 

" (i) The term 'wife' means the wife of an individual 

who either (1) Is the mother of such individual's son or 

daughter, or (2) was married to him prior to January 1, 

1939, or if later, prior to the date upon which he attained 

the age of sixty. 

" (j) The term 'widow' (except when used in section 

202 (g) ) means the snrviving wife of an individual who 

either (1) is the mother of such. individual'sson or daughter, 

or (2) was married to him prior t~o the begiiming of the 

twelfth month before the mouth in which hie died. 

" (k) The term 'child' (except when used in section 

202 (g) ) means the child of an individual, and the step­

child of an individual by a marriage contracted prior to the 

date upon which he attained the age of sixty and prior to 

the beginning of the twelfth month before the month in which 

he died, and a child legally adopted by an individual prior 

to the date upon which he attained the age of sixty and prior 
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I. to the beginning of tbe twelfth month before the month in 

2 which he died. 

3 " (1) The term 'agricultural labor' includes all service 

4 performed­

5 "()Onl a farm, in thle employ of any person, in eott­

6 neetion with cultivating the soil, or in eeoitieetieoi with raising 

.7 or harvesting aily agricultural or horticultural commodity, 

8 including the raising, shearing, feeding, caring for, training, 

9 and management of livestock, bees, poultry, and fur-bearing 

10 animals and other wildlife. 

11 " (2) In the employ of the owner or tenant or other 

12 operator of a farm, in connection with. the operation, man­

13 agement, conservation, improvement, or maintenance of 

14 such farm and its tools and equipment, if the major part 

15 of such service is performed on a farm. 

16 " (3) In connection with the production or harvesting of 

17 maple sirup or maple sugar or any commodity defined as an 

18 agricultural commodity in section 15 (g) of the Agricultural 

19 Marketing Act, as amended, or in connection with the raising 

20 or harvesting of mushrooms, or in connection with the hatch­

21 ing of poultry, or in connection with the gilining of cotton, 

22 or in connection with the operation or maintenance of ditches, 

2:3 canaLs, reservoirs, or waterways used exclusively for sup­

24 plying and storing water for farming purposes. 
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1 "(4) Ini liridliiig, p)laidb-iy, drying, packing, packaginig, 

2processhio,, freezing, gnidling, storing, or deliveviing(to Storage 

3 or to market or to a carrier for transportation to mairket, anly 

4 agricultural or horticultural commodity; but only if such 

5 service is performed as an incident to ordinary farming opera­

6 tions or, in the case of fruits and vegetables; as an incident to 

7 the preparation of such fruits or vegetables for market. The 

8 provisions of this paragraph shall not be deemed to be 

9 applicable with respect to service performed in connection 

10 with commercial canning or commercial freezing or in connec­

11 tion with any agricultural or horticultural commodity after its 

12 delivery to a terminal market for distribution for consumption. 

13 "As used in this subsection, the term 'farm' includes 

14 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

is farmes, plantations, ranches, nurseries, ranges, greenhouses 

16 or other similar structures used primarily for the raising of 

17 ,agricultural or horticultural commodities, and orchards. 

18 " (n) In determining whether an U~plicant is the wife, 

19 widow, child, or parent of a fully insured or currently insured 

20 individual for purposes of this title, the Board shall apply 

21 such law as would be applied in determining the devolution 

22 of intestate personal property by the courts of the State in 

2:3 which such insured individual is domiciled at the time such 

24 applicant files application, or, if such insured individual 

II. Ri. 66135-4 



5 

10 

15 

20 

25 

50
 

1 is dead, by the courts of the State in which he was domiciled 

2 at the time of his death, or if such insured individual is or was 

3 not so domiciled in any State, by the courts of the District 

4 of Columbia. Applicants who according to such law would 

have the same status relative to taking intestate personal 

6 property as a wife, widow, child, or parent shall be deemed 

'7 such. 

8 "(n) A wife shall be deemed to be living with h~er hus­

9 band if they are both members of the same household, or 

she is receiving regular contributions from him toward her 

ii support, or he has been ordered by any court to contribute 

12 to her support; and a widow shall be deemed to have been 

13 living with her husband at the time of his death if they were 

14 both members of the same household on the date of his death, 

or she was receiving regular contributions from him toward 

16 her support on such date, or he had been ordered by any 

17 court to contribute to her support." 

18 TITLE III-AMENDMENTS TO TITLE III OF THE 

19 SOCIAL SECURITY ACT 

SEC. 301. Section 302 (a) of such Act is amended to 

21 read as follows: 

22 " (a) The Board shall from time to time certify to the 

23 Secretary of the Treasury for payment to each State which 

24 has an unemployment compensation law approved by the 

Board under the Federal Unemployment Tax Act,' such 



1 amounts as the Board determines to be necessary for the 

2 proper and efficient administration of such law during the 

3 fiscal year for which such payment is to be made. The 

4 Board's determination shall be based on (1) the population 

5 of the State; (2) an estimate of the number of persons 

6 covered by the State law and of the cost of proper and 

'7efficient administration of such law; and (3) such other 

8 factors as the Board finds relevant. The Board shall not 

9 certify for payment under this section in any fiscal year a 

10 total amount in excess of the amount appropriated therefor
 

11 for such fiscal year."
 

12 SEC. 302. Section 303 (a) of such Act is amended to
 

13 read as follows:
 

14 " (a) The Board shall make no certification for pay­

15ment to any State unless it finds that the law of such State, 

:16 approved by the Board under the Federal Unemployment 

17Tax Act, includes provision for­

18 " (1) Such methods of administration (other thffi~th-e~ 

19 rltn osleiititf fefeat ~to 

20 peifseiiiel including, after July 1, 1941, methods relating 

21 to the establishment and maintenance of personnel standards 

22 on a merit basis) as are found by the Board to be reasonably 

23 calculated to insure full payment of unemployment com­

24 pensation when due; and 



52
 

1 "(2) Payment of unemployment compensation solely 

2 through public ermploi mcnt offices or such other agencies as 

3 the Board may approve; and 

4 "(3) Opportunity for a, fair hearing, before an inmpar­

5 tial. tribunal, for all individuals whose claims for unem­

6 ployment compensation are denied; and 

" (4) The payment of all money received in the unem­

8 ployment fund of such State (except for refunds of sums 

9 erroneously paid into such fund and except for refunds 

io paid in accordance with the provisions of section 1606 (b) of 

11 the Federal Unemployment Tax Act), immediately upon 

12 such receipt, to the Secretary of the Treasury to the credit 

13 of the unemployment trust fund established by section 904; 

14 and 

15 " (5) Expenditure of all money withdrawn from an 

16unemployment fund of such State, in the payment of unem­

17 ployment compensation, exclusive of expenses of admmn­

18 istration, and for refunds of sums erroneously paid into such 

19 fund and refunds paid in accordance with the provisions of 

20 section 1606 (b) of the Federal Unemployment Tax Act; 

21 a~nd 

22 "(6) The making of such reports, in such form and 

23 containing such information, as the Board may from time to 

24 time require, and compliance with such provisions as the 
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1 Board may from time to time find necessaiy to assure the 

2 colrectiless and verification of such reports; and 

3 " (7) Making available upon request to any agency of 

4 the United States charged with the administration of public 

5 works or assistance through public employ ment, the name, 

6 address, ordinary occupation and employment status of each 

7 recipient of unemployment compensation, and a statement of 

8 such recipient's rights to further compensation under such 

9 law; and 

10 " (8) Effective July 1, 1941, the expenditure of all 

11 moneys received pursuant to section 302 of this title solely 

:12 for the purposes and in the amounts found necessary by the 

13 Board for the proper and efficient administration of such 

14 State law; and 

15 " (9) Effective July 1, 1941, the replacement, within a 

16 reasonable time, of any moneys received pursuant to section 

17 302 of this title, which, because of any action or contingency, 

1.8 have been lost or have been expended f r purposes other than, 

19 or in amounts in excess of, those found necessary by the Board 

20 for the proper administration of such State law." 

21 TITLE IV-AMIENDMENTS TO TITLE IV OF THE 

22 SOCIAL SECURITY ACT 

.23 SEC. 401. (a) Clause (5) of section 402 (a.) of such 

24 Act is amended to read as follows: " (5) provide such 

25 methods of administration (4,e* 4-htu-t 44t~e ithsi+ 4-*0~e~ 
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1 gefty temife of effee- ftf4 eeompensat.,ef of Per-sonfell includ­

2 ing, after January 1, 1940, methods relating to the estab­

3 lishment and maintenance of personnel standards on a merit 

4 basis) as are found by the Board to be necessary for the 

5 proper and efficient operation of the plan." 

6 (b) Effective July 1, 1941, section 402 (a) of such Act 

7 is further amended by inserting before the period at the enld 

8 thereof a semicolon and the following new clauses: " (7) 

9 provide that the State agency shall, in determining need, take 

10 into consideration any other income and resources of any 

11 child claiming aid to dependent children; and (8) provide 

12 safeguards whicli restrict the use or disclosure of information 

13 concerning applicants and recipients to purposes directly con­

:14 nected with the administration of aid to dependent children". 

15 SE-e- 4%2-fa)- Effeeti-ve J~aoiuaiy 4-, 4-9}40- stibseetioa 

16 -(a)- of seetiei 404 of stteh A-et is amended by stfil-riti ent 

17 ~efe-4hir-d"- ua* ifisefting int lie~ theree ofIenehalf", a-ft4 

18 pfamgra-l -(4-) of su-hseetin -43)- of suieh seetieft is amiiefded 

19 by stfikinig Offt "twe-thir-d&' and iniee-4ing int lieft ther-eef 

20 e1one hem, 

21 -b Effeeti~ve Jainuafy 4-, -940, pftaj~, h +-(-2 o see­

22 tieft403 4*of sueh Aet isd&eft& daefea4as 4ews-: 

23 SEc. 402. Effective January1, 1940­

24 (a) Subsection .(a) of section 403 of such Act is 

25 amended to read as follows; 
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1 "(a) From the sums appropriated there/or, the Sccre­

2 tary of the Trea~sury shall pay to each State which has an 

3 approved plan for aid to dependent children, for each quar'­

4 ter, beginning with the quarter commnencing January 1, 

1940, an amount, which shall be used exclusiveby for carry­

6 ing out the State plan, equal to one-half of the total of the 

7 sums expended during such quarter under such plan, not 

8 counting so much of such sums expended as aid to dependent 

9 children for any month as exceeds ~$18 multiplied by the 

total number of dependent children receiving aid to depend­

11ent childrenfor such month." 

12 (b) Paragraph (1) of subsection (b) of such section 

13 is amended by striking out "two-thirds" and inserting in 

14 lieu thereof "one-half". 

(c) Paragraph(2) of subsection (b) of such section 

16 is amended to read as follows: 

17 " (2) The Board shall then certify to the Secretary 

18 of the Treasury the amount so estimated by the Board, 

19 (A) reduced or increased, as the case may be, by any 

sum by which it finds that its estimate for any prior 

21 quarter was greater or less than the amount which 

22 should have been paid to the State for such quarter, and 

23 (B) reduced by a sum equivalent to the pro rata share 

24 to which the United States is equitably entitled, as deter­

mined by the Board, of the net amount recovered during 

26 any prior quarter by the State or any political subdivi­
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sion thereof with respect to aid to dependent children 

furnished under the State plan; except that such in­

creases or reductions shall not be made to the extent that 

such sums have been applied to make the amount certi­

fled for any prior quarter greater or less than the 

amount estimated by the Board for such prior quarter." 

SEc. 403. Section 406 (a) of such Act is amended to 

read as follows: 

"(a) The term 'dependent child' means a needy child 

under the age of sixteen, or under the age of eighteen if 

found by the State agency to be regularly attending school 

or serving as an apprentice without remuneration, who 

has been deprived of parental support or care by reason 

of the death, continued absence from the home, or physical 

or mental incapacity of a parent, and who is living with his 

father, mother, grandfather, grandmother, brother, sister, 

stepfather, stepmother, stepbrother, stepsister, uncle, or aunt, 

in a place of residence maintained by one or more of such 

relatives as his or their own home;". 

TITLE V-AMVENDMENTS TO TITLE -V TITLES V 

AND VI OF THlE SOCIAL SECURITY ACT 

SEC. 501. Section 501 of such Act is amended by strik­

ing~out "$3,800,000" and inserting in lieu thereof 

"$~5,820,000" 
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1 SEC. 502. (a) Subsection (a) of section 502 of such 

2 Act is amended by striking out "$1,800,000" and inserting 

3 in lieu thereof "$2,800,000". 

4 (b) Subsection (b) of such section 502 is amended by 

5striking out "$980,000" and inserting in lieu thereof 

6 "1$1,980,000"1. 

7 SEc. 5(4 503. Clause (3) of section 503 (a) of such 

8 Act is a-mended to read as follows: " (3) provide such 

9 methods of administration (othei-- 4iif these i~eIat~iig te 

10 sekectien, tenur- o e~ ffee, ftf eomeiisftieft of pesoemieel 

:1including, after January 1, 1940, methods relating to the 

12 establishment and maintenance of personnel standards on a 

13 merit basis) as are necessary for the proper and efficient 

14 operation of the plan.."
 

:15 SEC. 504. Section 511 of such Act is amended by
 

16 striking out "$2,85,0,000" and inserting in lieu thereof
 

17 "$3,870,000".
 

18 * SEC 505'. (a) Subsection (a.) of section 512 of s~ich.
 

19 Act is anei~ie~idc b11 striking out i/ic 'l('ords "the r'eiflobidh'
 

20and inserting in licit thereof "~$1,830,000".. 

21 (b) Such section is; further amendied by ins('rinq after 

22 subsection (a) the followiing newosubsection: 

2-3 "(b) Out of the sumns appropriated p-11rsuiani to seetio)i 

24 51-1 for cachi. fiscal year the Secretar~i of Labor s/ha/i allot to 

25 i/ie States $51,000,000 (in addi/tion to I/h? (lllo~if('ls miad/ 
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1 under subsection (a)), according to the financial nced of each 

2 State for assistance in carrying out its State plan, as deter­

3 mined by him after taking into consideration the number of 

4 crippled children in such State in need of the services referred 

to in section 511 and the cost of furnishing such services to 

6 them." 

(e) Subsection (b) of such section 5,12 is amended by 

8 striking out -the letter "(b)" at the beginning thereof and 

') inserting in lieu thereof the letter " (c) ". 

Src. 60R 506. Clause (3) of section 513 (a) of such 

11 Act is amended to read as follows: " (3) provide such meth­

12 ods of administration (othei- thfff the&se rvdatin~ta geleetiefl 

13 t~ientr ef e~eeft d ee peinsftiee of peIrseniftel including, 

14 after January1, 1940, methods relating to the establishment 

and maintenance of personnel standlards on a merit basis) 

16 as are necessary for the proper and efficient operation of the 

17 plan."y 

18 SEC. 507. (a) Subsection (a) of section 514 of such 

19 Act is amended by striking out "section 5.12" and inserting 

in lieu thereof "section 512 (a)". 

21 (b) Such section 514 is further amended by inserting 

22 at the end thereof the following new subsection: 

23 "(c) The Secretary of Labor shall from time to time 

24 certify to the Secretary of the Treasury the amounts to be 

paid to the States from the allotment available under section 



1. 512 (b), and the Secretary of the Treasury shall, through 

2 the Division of Disbursement of the Treasury Department, 

3 and prior to audit or settlement by the General Accounting 

4 Office, make payments of such amounts from such allotments 

5 at the time or times specified by the Secretary of Labor." 

6 Ee 53 eein& -(*o ehAti tefd :b 

7 stfik1iif Off 14i938,0069 afd iinse-ing ini lien t-hefeef 

8 "29800L 

9 SEc. 508. (a) Section 531 (a) of such Act 'Z'amended 

10 by­

11 (1) Striking out "$1,938,000" and inserting in lieu 

12 thereof "$4,000,000". 

1.3 (2) Striking out "$5,000" and inserting in lieu thereof
 

14 "$15,000".
 

15 (3) Inserting after the word "Hawaii" the following:
 

16 "and Puerto Rico, respectively,".
 

17 (4) Inserting before the period at the end thereof a
 

18 colon and the following: "Provided, That the amount of such
 

19 sums apportioned to any State for any fiscal year shall be
 

20 not less than $30,000"
 

21 (b) Section 531 (b) of such Act is amended by striking
 

22 out "$102,000" and inserting in lieu thereof "$150,000".
 

23 SEc. 509. Section 6'01 of such Act is hereby amended
 

24 to read as follows:
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"S5EC. 601. For the purpose of assistingStates, counties, 

21 health districts, and other political subdivisions of the States 

3 in establishing and maintaining adequate public health serv­

4 ices, including the training of personnel for State and local 

5 health work, there is hereby authorized to be appropriated 

6 for each fiscal year, beginning with the fiscal year ending 

7 June 30, 1940, the sum of $12,000,000 to be used as here­

8 inafter provided." 

9 TITLE VI-AMENDMENTS TO THE INTERNAL 

10 REVENUE CODE 

11 SEC. 601. Section 1400 of the Internal Revenue Code is 

12 amended to read as follows: 

13 "SEC. 1400. RATE OF TAX. 

14 "In addition to other taxes, there shall be levied, 

15 collected,. and paid upon the income of every individual 

16 a tax equal to the following percentages of the wages (as 

17 defined in section 1426 (a) ) received by him after Decem­

18 ber 31, 1936, with respect to employment (as defined in 

19 section 1426 (b) ) after such date: 

20 "(1) With respect to wages received during the 

21 calendar years 1939, 1940, 1941, and 1942, the rate 

22 shall be 1 per centum. 

23 " (2) With respect to wages received during the 

24 calendar years 1943, 1944, and 1945, the rate shall 

25 be 2 per centunn. 
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1 "(3) 'With respect to wages received during the 

2 calendar years 1946, 1947, and 1948, the rate shall 

3 be 21 per centumn. 

4 " (4) With respect to wages received after Decem­

5 ber 31, 1948, the rate shall be 3 per centum." 

6 SEC. 602. (a) Section 1401 (c) of the Internal Rev­

7 enuic Code is amended to read as follows: 

8 " (c) ADJUJSTMENTS.-If more or less than the correct 

9 amount of tax imposed by section 1400 is paid with respect 

10 to any payment of remuneration, proper adjustments, with 

11 respect both to the tax and the amount to be deducted, shall 

12O be made, without interest, in such manner and at such times 

13 as may be prescribed by regulations made under this sub­

14 chapter." 

15 (b) Such section 1401 'is further aitiended by adding 

16 at the enad thereof the followtingy new ubev 

17 "(d) SPV71Ec -i REFUND.-Lf by~ reason. of an cinpioqee 

18 rcnderbi'n serrice for more thain one cuiploqer durinql auq.1 

19 calendar //ear after the calendar year MfWte ivoaqes of 

`(1 the vinpioqee wirth respqect, to emnipioy'ni'nt dImria sutch yea1) 

21 exceed $3,000, the entpioyC(' shaill be eitilei to a re/um)Ii 0 

22 any(inouan al of laxi, ii'ith respet to such wages 1impsed by 

23section .1400, (deduicted frontfl c i1(-1agaes and paid to the 

24 collector, which exceeds (lhe tax uwith resjcect to the first 

25 $3,000 of such wayes pail. Refundl wid~er thin seet(k'ill Vnai 
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be made in accordance with the provisions of law appli­

cable in the case of erroneous or illegat collection of the tax; 

except that no such refund shall be made unless (1) the 

employee makes a claim, establishing his right thereto, after 

the calendar year in which the employment was performed 

with respect to which. refund of tax is claimed, and (2) 

such claim is made within two years after the calendar year 

in which the wages are paid with respect to which refund of 

tax is claimed. N~o interest shall be allowed or paid with 

respect to any such refund." 

SEC. 603. Part I of subchapter A of chapter 9 of the 

Internal Revenue Code is amended by adding at the end 

thereof the following new section: 

"SEC. 1403. RECEIPTS FOR EMPLOYEES. 

" (a) REQUIREMWENT.-E very employer shall furnish to 

each of his employees a written statement or statements, in 

a form suitable for retention by the employee, showing the 

wages paid by him to the employee after December 31, 1939. 

Each statement shall cover a calendar year, or one, two, 

three, or four calendar quarters, whether or not within the 

same calendar year, and shall show the name of the employer, 

the name of the employee, the period covered by the state­

ment, the total amount of wages paid within such period, 

and the amount of the tax imposed by section 1400 with 

respect to such wages. Each statement shall be fuanished 
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1 to the employee not later than the last day of the second 

2 calendar month following the period covered by the state­

3 ment, except that, if the employee leaves the employ of the 

4 employer, the final statement shall be furnished on the day 

5 on which the last payment of wages is made to the employee. 

6 The employer may, at his option, furnish -such a statement 

7 to any employee at the time of each payment of wages to the 

8 employee during any calendar quarter, in lieu of a statement 

9 covering such quarter; and, in such case, the statement may 

10 show the date of payment of the wages, in lieu of the period 

11 covered by the statement. 

12 (b) PENALTY FOR FAILURE To FURNISI.-AIny 

1.3 employer who wilfully fails to furnish a statement to an em­

14 ployee in the manner, at the time, and showing the informa,­

15 tion, required under subsection (a), shall for each such 

16 failure be subject to a civil penalty of not more than $5." 

17 SEC. 604. Section 1410 of the Internal Revenue Code 

18 is amended to read as follows: 

19 "SEC. 1410. RATE OF TAX. 

20 "In addition to other taxes, every employer shall pay 

21 an excise tax, with respect to having individuals in his em­

22 ploy, equal to the following percentages of the wages (as 

23 defined in section 1426 (a) ) paid by him after December 

24 31, 1936, with respect to employment (as defined in section 

25 1426 (b) ) after such date: 
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1 "(1) With respect to wages paid during the calendar 

2 years 1939, 1940, 1941, and 1942, the rate shall be 1 per 

3 centurn. 

4 (2) With respect to wages paid during the calendar. 

5years 1943, 1944, and 1945, the rate shall be 2 per centurn. 

6 (3) With respect to wages paid during the calendar 

7 years 1946, 1947, and 1948, the rate shall be 24- per centum. 

8 (4) With respect to wages paid after December 31, 

9 1948, the rate shall be 3 per centum." 

10 SEC. 605. Section 1411 of the Internal Revenue Code is 

11 amended to read as follows: 

12 -SEC. 1411. ADJUSTMENT OF TAX. 

13 "If more or less than the correct amount of tax im­

14 posed by section 1410 is paid with respect to any payment 

15 of remuneration, proper adjustments with respect to the tax 

16 shall be made, without interest, in such manner and at such 

17 times as may be prescribed by regulations made under this 

18 subchapter." 

19 SEC. 606. Effective January 1, 1940, section 1426 of the 

20 internal Revenue Code is amended to read as follows: 

21 -'SEC. 1426. DEFINITIONS. 

22 "When used in this subchapter­

23 " (a) WAGES.-The term 'wages' means all remunera­

24 tion for employment, including the cash value of all remu­
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neration paid in any medium other than cash; except that 

such term shall not include­

" (1) That part of the remuneration which, after 

remuneration equal to $3,000 lias 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; 

" (2) The amount of any payment made to, or on 

behalf of, an employee under a plan or system established 

by an employer which makes provision for his employees 

generally or for a class or classes of his employees (in­

cluding any amount paid by an employer for insurance 

or annuities, or into a fund, to provide for any such pay­

ment) , on account of (A) retirement, or (B) sickness 

or accident disability, or (C) medical and hospitaliza­

tion expenses in connection with sickness or accident 

disability, or (D) death, provided the employee (i) has 

not the option to receive, instead of provision for such 

death benefit, any part of such payment or, if such death 

benefit is insured, any part of the premiums (or contribu­

tions to premiums) paid by his employer, and (ii) has 

not the right, under the provisibns of the plan or system 

or policy of insurance providing for such death benefit, 

l. R..6635-5 
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1to assign such benefit, or to receive a cash con'i'deration 

2 n lieu of such b'enefit either upon his withdrawal from 

3 the plant or system prociding for such bene/it or upon 

4 termination of such plan,or system or policy of insurance 

5 or of his employment wi'th such employer; 

G (3) The payment. b)y aii employer (without deduc­

7 tion from the remuneration of the employee) (A) of the 

S tax imposed uponI an eiuployee under section 1400 or 

9 (B) of any payment required from an employee winder 

10 a State unemployment compensation law; or 

11 " (4) Dismissal payments which the employer is 

12 not legally required to inakc. 

13 "(b) EMPLOYMENT.-'f Ile term 'empJloyment' nieans 

:14 any service performed prior to January 1, 1940, which was 

is employment as defined in this section prior to suchl date, and 

16 any service, of whatever nature, performed after December 

17 ~31, 19~39, by an emp~loyee for the person employing hiim, 

18 irrespective of the citizenship or residence of either, (A) 

19 within the United States, or (B) on or in connection with 

,20 an American vessel under a contract of service which is 

21 entered into within the United States or (luring tho perform­

22 ance -of which the vessel touches at a port in the Uniited 

23 States, if the employee is einploycd on and in eonnection 

24 with such vessel when outside the, United States, except­
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1 "(1) Agricultural labor (as defined in subsection 

2 -(-i4 (h) of this section) 

3 " (2) Domnestic service in a private home, local 

4 college club, or local chapter of a college fraternity or 

5 sorority; 

6 " (3) Casual labor not in the course of the emn­

7 ployer's trade or business; 

8 " (4) Service performed by an individual in the 

9 employ of his son, daughter, or spouse, and service per­

10 formed by a child uinder the age of twenty-one in the 

1i employ of his father or mother; 

12 '1)Service performed on or in connection with 

13 a vessel not an American vessel by an employee, if the 

14 employee is employed on and in connection with such 

15 vessel when outside the United States; 

I16 " (6) Service performed in the employ of the 

17 United States Government, or of an instrumentality of 

18 the United States which is (A) wholly owned by the 

I19 United States, or (B) exempt from the taxes imposed 

20 by section 1410 by virtue of any other provision of law; 

2t1 " (7) Service performed in tue employ of a State, 

22 or any political subdivision thereof, ir any instrumen­

23 tality of any one or more of the foregoing which is wholly 

24 owned by one or more States or political subdivisions; 
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and any service performed in the employ of any instru.­

mentality of one or more States or political subdivisions 

to the extent that the instrumentality is, with respect to 

such service, immune under the Constitution of the 

United States from the tax imposed by section 1410; 

" (8) 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, or for the 

prevention of cruelty to children or animals, no part -of 

the net earnings of which inures to the benefit of any 

private shareholder or individual, and no substantial part 

of the activities of which is carrying on propaganda, 

or otherwise attempting, to influence legislation; 

" (9) Service performed by an individual as an 

employee or employee representative as defined in section 

1532; 

" (10) (A) Service performed in any calendar 

quarter in the employ of any organization exempt from 

income tax under section 101, if­

" (i) the remuneration for such service does not 

exceed $45, or 

"(ii) such service is in connection with the 

collection of dues or premiums for a fraternal bene­

ficiary iociety, order, or association, and is performed 25 
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1 away from the home office, or is ritualistic service in 

connection with anLy such society, order, or associa­

3 tion, or 

4 " (iii) such service is performed by a student 

5 who is enrolled and is regularly attending classes 

6 at a school, college, or university; 

7 " (B) Service performed in the employ of an agri­

8 cultural or horticultural organization exempt from income 

9 tax under section 101 (1) ; 

10 " (C) Service performed in the employ of a volun­

11 tary employees' beneficiary association providing for the 

12 payment of life, sick, accident, or other benefits to the 

13 members of such association or their dependents, if (i) 

14 no part of its net earnings inures (other than through 

15 such payments) to the benefit of any private shareholder 

16 or individual, and (ii) 85 per centum or more of the 

17 income consists of amounts collected from members for 

18 the sole purpose of making such payments and meeting 

19 expenses; 

20 " (D) Service performed in the employ of a volun­

21 tary employees' .beneficiary association providing for the 

22 payment of life, sick, accident, or other benefits to the 

2'O-' members of such association or their dependents or their 

24 designated beneficiaries, if (i) admission to membership 

in such association is limited to individuals who are offi­25 
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cers or employees of the United States Government, and 

(ii) no part of the net earnings of such association inures 

(other than through such payments) to the benefit of 

any private shareholder or individual; 

" (E) Service performed in any calendar quarter 

in the employ of a school, college, or university, not 

exempt from income tax under section 101, if such 

service is perfo~rmed by a student -who is enrolle(d aid 

is regularly attending classes at such school, colle-e, or 

university, and the remuneration for such service does 

not exceed $45 (exclusive of room, board, and tuition) 

" (1 1) Service performed in the employ of a foreign 

government (including service as a consular or other 

officer or employee or a nondiploma tic representative) 

or 

"(12) Service performed in the enmploy ot' an in­

strumentality wholly owned by a foreig-n government­

"(A) If the service is of a character similar 

to that performed in foreign countries by employees 

of the United States Government or of an instru­

mentality thereof; and 

" (B) If the Secretary of State shall certify 

to the Secretary of the Treasury that the foreign 

government, with respect to whose instrumentality 

2 5 and employees thereof exemption is claimed, grants 
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1 an equivalent exempl1 tionl with respect to similar 

2 service performed in the foreign country by emn­

3 ployces of the United States Government and of 

4 instrumentalities thereof; 

5 " (13) Service pcrforrned as a student nurse in the 

6 employ of a hospital or a nurses' training school by an 

7 individual who is enrolled and is reguflarly attending 

8 classes iii a nurses' trainingr school chartered or approved 

9 purisuiant to State law; and scrvice performed as an in­

10 terne in the employ of a hospital by an individual who 

11 has completed a four years' course in a medical school 

12 chartered or approved pursuant to State lffw. law; 

13 "(14) Service perform~ed by an individual in the 

14 catching, taking, harvesting, cultivating, or farming of 

15 any kind of fish, shellfish, crustacea, sponges, seaweeds, 

16 or other aquatic forms of animal and vegetable-life, or 

17 as officer or member of the crew of any sail vessel, or a 

18 vessel other than a sail vessel of less than. four hundrecd 

19 tons (determined lin the manner provided for determining 

20O the register tonnage untder the laws of the Unmited AStates), 

21 while such vessel is englaged 7'in. any suei.h (leti'at (inielud­

22 in',, prepa'ration for, and unloading after, anyt such. 

23 activity); or 

24 "(1.5) Service pnerfor'nted by an 'individuial under 

25 the age of eighteent in the delivery or distdribuidn.of neWVS­



72
 

1 papers or shopping news, not including delivery or distri­

2 bution to any point for subsequent delivery or distribution. 

3 "(c) INCLIumED AND EXCLuDED SERvioE.-If the 

4 services performed during one-half or more of any pay period 

5 by an employee for the person employing him constitute 

6 employment, all the services of such employee for such period 

shall be deemed to be employment; but if the services per­

8 formed during more than one-half of any such pay period by 

9 an employee for the person employing him do not constitute 

:10 employment, then none of the services of such employee for 

II such period shall be deemed to be employment. As used in 

12 this subsection the term 'pay period' means a period (of not 

13 more than thirtym-one consecutive days) for which a payment 

14 of remunieration is ordinarily made to the employee by the 

15 person employing him. This subsection shall not be appli­

16 cable with respect to services performed foif af ewpleyef in 

17 a pay period by an employee for the person employing him, 

18 where any of such service is excepted by paragraph (9) 

19 of subsection (b) . 

20 "(d) EMPLOYEE.-The term 'employee' includes an 

21 officer of a corporation. It aloiffelides any iftdizvidiitt w4±ey 

22 fcjjf r- eft.f -(-by way~ eeij~ iso fete~s) 

23 ttfde ft&i egfee~nieft of agr-eeHieiits eefttef~lagng a eie 

?5 other-wis pefseoit~lly peffeik sepviees e eb sadesm~fei-- f 



73
 

1 persen ift fti~4hefanee e4 suehk pei~sei+'s tmade e+F buisifess 

2" (4bi who is naet anf eiiileyee af saek pe-sei uinde* the law 

3 f ma~ster aifd sei-vaina)~ ; iiless (4± sunek seriwies aile per­

4 eniaed as a pjA4 seh i4ndvual's b usifess "asbfekei of 

5 faetwo ftft& in fmtrhefianee of stteh business as by-okeofe faetef, 

6 similait ser-vees a.e jpeifei~fined foi, otePie pefsone anfd efte 

7 e* meiore emp~loyees of steh bi~ebe~or faete peifefo a suab­

8 sta-j 5 4 jfai4 of ste seves of -(-2 stteh sei-iees are fie-t 

9 in the eeulfse ef stteh inidividu4s. pri~neipeA tirade, basiness, 

10 or-eeeapatien-. 

11 £iL(4} E-iirEEnnEn. The teem 'employer-' inelades anfy 

12 perseii foi- wham an ndwi4daa4 pemgemis any sefi4ee ef 

13 whatevef. natmure as his employee. 

14 "-() (e) STATE.-The term 'State' includes Alaska, 

15 Hawaii, and the District of Columbia. 

16 "-(g} (f) PERSON.-The term 'person' means an indi­

17 vidual, a trust or estate, a partnership, or a corporation. 

18 "-(]+) (g) AMERICAN VESSEL.-The term 'American 

19 vessel' means any vessel documented or numbered under the 

20 laws of the United States; and includes any vessel which 

21 is neither documented or numbered under the laws of the 

22 United States nor documented under the laws of any foreign 

230 country, if its crew is employed solely by one or more citi­

24 zens or residents of the United States or corporations organ­

25 ized under the laws of the United States or of any State. 
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1 Lii (lh) AGRICULTURAL LAB3OR.-The term 'agricul­

2 tural labor' includes all services performed­

3 " (1) On a farm, in the employ of any person, in 

4 eefifee~ief -aith cultivating the soil, or in eoeet~io 

5 Av"k raising or harvesting any agricultural or horticul­

6 tural commodity, including the raising shearing, feed-. 

7 ing, caring for, training, and management of livestock, 

8 bees, poultry, and fur-bearing animals and other wildlife. 

9 "(2) In tile employ of the owner or tenant or other 

.10 operator of a farm, in connection with the operation, 

11 management, conservation, improvement, or maintenance 

12 of such farm and its tools and equipment, if the major 

13 part of such service is performed on a farm. 

14 "(3) In connection with the production or harvest­

.1I ing of maple sirup or maple. sugar or any commodity 

1") defined as an agricultural commodity in sectioii 15 (g) 

1.7 of the Agricultural Marketing Act, as amended, or in 

.1.8 connection with the raising or harvesting of mushrooms, 

1.9 or in connection with the hatching of poultry, or in 

20 connection with the ginning of cotton, or in connection 

21 with the operation or maintenance of ditches, canals, 

22 reservoi.rs, or waterways used exclusively for supplying 

231 and storing water for farming purposes. 

24 "(4) In handling, planting, drying, packing, pack­

25 aging, processing, freezing, grading, storing, or delivering 
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1 to storagre or to market or to a carrier for transportation to 

2 market, any agricultural or horticultural commodity; 

3 buit only if such service is performed as an incident to 

4 ordinary farming operations or, in the case of fruits and 

5 vegetables, as an incident to the preparation of such 

6 fruits or vegetables for market. The provisions of this 

7 paragraph shall not be deemed to oe applicable with 

8 respect to service performed in connection with commer­

9 cial canning or commercial freezing or in connection withi 

10 any agricultural or horticultural commodity after its de­

ll livery to a terminal market for distribution for con­

12 sumption. 

13 "As used in this subsection, the term 'farm' includes 

14 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

15 farms, plantations, ranches, nurseries, ranges, greenhouses 

16 or other similar structures used primarily for the raising of 

17 agricultural or horticultural commodities, and orchards." 

18 SEC. 607. Subchapter A of chapter 9 of the Internal 

19 Revenue Code is amended by adding at the end thereof the 

20 following new section: 

21 "SEC. 1432. This subchapter may be cited as the 'Fed­

22 eral Insurance Contributions Act'." 

2:3 Siic. 608. Section 1600 of the Internal R~evenue Code 

24 is amended to read as follows: 
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1 "SEC. 1600. RATE OF TAX. 

2 "Every employer (as defined in section 1607 (a) ) shall 

3 pay for the calendar year 1939 and for each calendar year 

4 thereafter an excise tax, with respect to having individuals 

5 in his employ, equal to 3 per centum of the total wages (as 

6 defined in section 1607 (b) ) paid by him during the calen­

7 dar year with respect to employment (as defined in section 

8 1607 (c) ) after December 31, 1938." 

9 SEC. 609. Section 1601 of the Internal iRevenue Code is 

io amended to read as follows: 

11 "SEC. 1601. CREDITS AGAINST TAX. 

12 "(a) CONTRIBIITIONS TO STATE UNEMPLOYMENT 

13 FuNDs.­

14 " (1) The taxpayer may, to the extent provided in 

15 this subsection and subsection (c) , credit against the tax 

16 imposed by section 1600 the amount of contributions 

17 paid by him into an unemployment fund maintained 

18 during the taxable year under the unemployment corn­

19 pensation law of a State which is certified for the tax­

20 able year as provided in section 1603. 

21 " (2) The credit shall be permitted against the tax 

22 for the taxable year only for the amount of contributions 

23 paid with respect to such taxable year. 

2)4 " (3) The credit against the tax for any taxable year 

25 shall be permitted only for contribution's paid on or before 



77
 

the last day upon which the taxpayer is required under1 

2 section 1604 to file a return for such year; except that 

3 credit shall be permitted for contributions paid after such 

4 last day but before July 1 next foliowing such last day, 

5 but such credit shall not exceed 90 per centum of the 

6 amount which would have been allowable as credit on 

7 account of such contributions had they been paid on or 

8 before such last day. The preceding provisions of this 

9 subdivision shall not apply to the credit against the tax 

10 of a taxpayer for any taxable year if such taxpayer's 

11 assets, at any time during the period from such last day 

12 for filing a return for such year to June 30 next follow­

13 ing such last day, both dates inclusive, are in the custody 

14 or control of a receiver, trustee, or other fiduciary 

15 appointed by, or under the control of, a court of com­

16 petent, jurisdiction. 

17 "(4) Upon the payment of contributions into the 

18 unemployment fund of a State which are required under 

19 the unemployment compensation law of that State with 

20 respect to remuneration on the basis of wvhich, prior to 

21 such payment into the proper flund, the taxpayer erro­

2)2 neously paid an amount ais contributions under another 

2-3 unemployment compensatioli law, the paymen1clt into the 

24 proper fund shall, for p1irposCs of credit againist the 

25 tax, be deemned to have been masde, at the timec of the. 
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1 erroneous payment. If, by reason of such other law, 

2 the taxpayer was entitled to cease paying contiributions 

3 with respect to services subject to such other law, the 

4 payment into the proper fund shall, for purposes of 

credit against the tax, be deemed to have been made 

6 on the date the return for the taxable year was filed under 

7 section 1604. 

8 "(51) Refund of the tax (including penalty and 

9 interest collected with respect thereto, if any) , based on 

any credit allowable under this section, may be made in 

11 accordance with the provisions of law applicable in the 

I case of erroneous or illegal collection of the tax. No 

13 interest shall be allowed or paid on the amount of any 

14 such refund. 

"(b) ADDITIONA-L CRrEDIT.-In addition to the credit 

16 allowed under subsection (a), a taxpayer may credit against 

17 the tax imposed by section 1600 for any taxable year an 

18 amount, with respect to the unemployment compensation 

19 law of each State certified for the taxable year as provided 

in section 1602 (or with respect to any provisions thereof 

21 so certified) , equal to the amount, if any, by which the 

22 contributions required to be paid by him with respect to 

23 the taxable year were less than the contributions such tax­

24 payer would have been required to pay if throughout the 

taxable year he had been subject under such State law to the 
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1 lughest rate applied thereunder 'in the taxable year to anay 

2 person having individuals vi his employ, or to a rate of 2.7 

3 per centumn, whichever rate is lower. 

4 " (c) LIMIT ON TOTAL CREDITS.-The total credits 

5 allowed to a taxpayer under this subchapter shall not exceed 

6 90 per centum of the tax against which such credits are 

7 allowable." 

8 SEC. 610. Section 1602 of the Internal Revenue Code 

9 is amended to read as follows: 

10 "SEC. 1602. CONDITIONS OF ADDITIONAL CREDIT ALLOW­

11 ANCE. 

12 "(a) STATE STANDARDS.-A taxpayer shall be allowed 

13 an additional credit under section 1601 (b) with respect to 

14 any reduced rate of contributions permitted by a State law, 

1L5 only if the Board finds that under such law­

16 "-(4-) T4'le teta4 a[tfiffi1 eontyb-+-i0 ll-a4 iewd H4 

17 kstat R *emf+f~H-subsafiCtiflly equi-za"eii t 24-peir 

18 eet t~he tettJ eiftiaal pay iFel witb eset 

19 whieh eeii+tyoibuiei ffe i~equ-id tiidei &eh kNaw, ai+d 

20 "-(D-+ (1) No reduced rate of contributions to a 

21 pooled fund or to a partially pooled account is per­

22 Ynitted to a person (or group of persons) having indi­

23 viduals in his (or their) employ except on the basis of 

24 his (or their) experience with respect to unemploy­

25 nient or other factors bearing a direct relation to un­
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1 employment risk during not less than the three een­

2 seeitihe yeftI~ a one-year period immediately preceding 

3 the computation date, throughout which compensation 

4 has been payable under such law; of 

5 "----(2) No reduced rate of contributions to a 

6 guaranteed employment account is permitted to a person 

7 (or a group of persons) having individuals in his (or 

S their) employ unless (A) the guaranty of remunera­

9 tion was fulfilled in the year preceding the computation 

10 date; and (B) the balance of such account amounts 

11 to not less than 21 per centum of that part of the 

12 pay roll or pay rolls for the three years preceding the 

13 computation date by which contributions to such ac­

14 count were measured; and (0) such contributions 

15 were payable to such account with respect to three 

16 years preceding the computation date; ew 

17 "-(4)- (3) Such lower rate, with respect to contribu­

18 tions to a separate reserve account, is permitted only 

19 when (A) compensation has been payable from, such 

20 account throughout the preceding calendar year, and 

21 (B) such account amounts to not less than five times 

22 the largest amount of compensation paid from such 

23 account within any one of the three preceding calendar 

24 years, and (C) such account amounts to not less than 

25 7-1 per centum, of the total wages payable by him (plus 
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1 tim total wages payable by any other employers who( 

2 may be contributing to such account) with respect to 

3 employment in such State in the preceding calendar 

4 year. 

5 ".)-(4) Effective January 1, 1942, parag0raph 

6 -() (3) of this subsection is amiended to read as 

7 follows: 

8 " '-(4)- (3) No reduced rate of contributions to a re­

9 serve account is permitted to a person (or group of per­

10 sons) having individuals in his (or their) employ unless 

Ii (A) compensation has been payable from such account 

12 throughout the year preceding the computation date, and 

13 (B) the balance of such account amounts to not less than 

14 five times the largest amount of compensation paid from 

15 such account within any one of the three years preced­

.16 in~g such date, and (C) the balance of such account 

17 amounts to not less than 2+ per centum. of that part of 

18 the pay roll or pay rolls for the three years preceding 

19 such date by which contributions to such account were 

20 measured, and (D) such contributions were payable to 

21 such account with respect to the three years preceding 

22 the computation date.' 

29 i{*-(qIEHSIA3 TN)nf NOtWi44thstaningrjthe 

24 if subeetio -() -+4) of this seetie~ a tapft)e* 

25 4twt4t he, tr4kwe ai+fd44iotiea eife&i imi*ei seetioti 44(4A -(4±) 

11. R. 66135-6 
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1 w"~f±eepeet to ffly Fe~tuee4 Y&e of eeoitfibt~ieis4 pef4~e4 

3 iL4A ie &fiottt ift the itfenip+kayttiei fttft4 ta- of 

4 t4e eoffi-pitif dtte&equA f4ei l~ess thfai± oie fiff4 Oei­

5 htif4fiPes Pie hiighiest awietioti pff4 fii~e Stieh ftuu+4 Wi4 

6 t~seet.to tfyeiie of the pfeeeditig lef+eti~endi4f years e+ 

7 onIe. ft4 oe ie-ttA Piuies thie highiest ffiieun 4 eeniipetis,6b 

9 eediii lent etletidt yeairs, whielievei is 4wgefter; *R4 

10 "i(2.) e~~~e wigl be p4a4 4te ti**y othem-ise 

11 fejlgb- ittdiidtt44 ift aee4-afie 'w"44 ogejner-A tffi 

12 endi+ eq eflfts -Ae kes faweft-ble te a"e ~iinvi4dntt 

13 4ien Pie fel4oewitg op esubstieitiay eqttiwvf4ei4 sedittidn4s 

14 (A)t4e itidiid~tt 4 will be entited teio~ -~ 

15 wih ee ipietist-tnf t*eioe piesei-ibed b~- $, t 

16 of neet iaefe 4hi*~f fifty two eeti eetit+re weelis ft 

17 lowa Riftl 4f .eOffpeqpttA4-t**+*4 iee 4+en 

18 si*teeti titnes hes weelilv at~e 4f iitiA-f fow ft 

19 e~ tt iietplyiti o ottet4~44 44e itijivii 

20 u4! e*t4eii+tiitigsw~h~epe to wlti*4i eteiti-ibtt 

2)2 a btsee tpe~ied twesernbe 4by &fu4, 6aw t4 th4 Ieee" 

24 ~ 44 iio sfft-4 wi-i Ihe fetttti~e y 

or5ltlele*~(til tiieit Itt+41t 1og 
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1 ea~eftk4af weelis of t~wo pffi"4d f sev-eft eoffee~ite 

2 d~y-9 eaeh-, ae~a eoftd4iotie to Feeeiir4+ig- 4ar-ing the 

3 eemeftsatekf pef-4o4 pr-esetPied by State 1t the 

4 tetaf affiount of eoffipetisftfie++t pfeoi44e4 ift sttbpaff­

5 gi-ftph +-(4-) ofdi~s stthseetiefi 

6 i-(-G the weehily Ffttes of ee petisatiot+ payztble, 

7 fei+ toWttfieffei±pleyniefft ift stteh Stffte will be -Felaed+e 

8 to the full-thime weeldy~efjtjjji~t -(-ith ei-eseto 

9 whieh e hbaiet ei-e iFeq~iii-e4 ttfde+ steh Stafte 

10 ltaw) of siueh haitid4at*4 (,athitig at perio4 tfet-e+4bed 

11 by Steae htw of will be 4eetifiife4 oi+ the bffsi of 

12 suaeh fyfaetietia4 fpA 4ofai+indiidtaits total&a4 ag 

13 -(with Y-espeet to whieh eo itmbutiei.+s wei~e fequisfe4 

14 ti+4e* sti-eh &taelaw-)-Adtffkg that ealeiiAa± qttfti4er­

15 withifi steh pefied ift whieh sffeh efti~i~iati waeife 

16 h-ighest, as ai:easoftableeeppfoffeikfsM oft. 

17 of sffeh fa~lltiiee weekly ea-Fiiiigs, t+iAt wiml *4e h-e 

18 ft $4t-$ e week if saeh fi~ltaotiwtveelil~­

19 eafifgs were $4l-0 of es -(-5) pfeet *4aiiofa 

20 stteh full time weekly eayiiiags if they wet-e iiefe 

21 that $-0 hat f~&t ffiae htha ar0.+4 -(-iii) $4-& 

22 ff week- if steeh ftfl4 tiwe weekly efttiiswei-e 

23 Ifktepe i+$O~a~ 

24 " L(4). eompeinsftieii wi4l be pa4* tiadep sttck 

25 ~State Thow to tfiMy stweh ifi~idivdaf whose eftniiiigs ift 
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1 ~~ y week e~ju~4 less t1+i s+k niffdiet wel 

2 otf eemfieinsatieft fei-- tete uejeyfe4 

3 amometht eA leaetA equtal te the, diffeyeiiee bet~weeft 

4 sttel ifidivkidtie~s aetual eati~utings wit iFespee tt 

5 stueh week- san his weekly iFatte of eei feisate,4i fei­

6 ~ Juelplyeiit; &ii4 

7 aa-Afty vaiiatieuis in iredaeed faes of eontpibui 

8 4ets, between diffyei pefsoi ha-ving' individuals ift 

9 thei+ enmpleys aae peyfftted enl int aeeentfle with the 

10 of pffagnse'sg-,ap -(4)-,) of -(4) ef subseetien 

11 (4 of this seetieii. 

12 "-(4 (b) CERTIFICATION BY THE BOARD WITH RE­

13 SPECT To ADDITIONAL CREDIT ALLOWVANCE.­

14 "i(1) On December 31 in each taxable year, the* 

15 Board shall certify to the Secretary of the Treasury the 

16 law of each State (certified with respect to such year 

17 by the Board as provided in section 1603) with respect 

18 to which it finds that reduced rates of contributions were 

19 allowable with respect to such taxable year only in a-c­

20 cordance with the provisions of subsection (a) of 

21 of this section. 

22 " (2) If the Board finds that under the law of a 

23 single State (certified by the Board as provided in sec­

24 tion 1603) more than one type of fund or account is 

25 maintained, and reduced rates of contributions to more 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

85
 

than one type of fund or account were allowable with 

respect to any taxable year, and one or more of such 

reduced rates were allowable under conditions not ful­

filling the requiirements of subsection (a) of -(41+) of 

this section, the Board shall, on December 31 of such 

taxable year, certify to the Secretary of the Treasury 

only those provisions of the State law pursuant to which 

reduced rates of contributions were allowable with re­

spect to such taxable year under conditions fulfilling the 

requirements of subsection (a) &Y-(4+) of this section, 

and shall, in connection therewith, designate the kind of 

fund or account, as defined in subsection -(4) (c) of this 

section, established by the provisions so certified. If 

the Board finds that a part of any reduced rate of 

contributions payable under such law or under such pro­

visions is required to be paid into one fund or account 

and a part into another fund or account, the Board shall 

make such certification-pursuant to this paragraph as it 

finds will assure the allowance of additional credits only 

with respect to that part of the reduced rate of conatribu­

tions which is allowed under provisions which do fulfill 

the requirements of subsection (a) ei+ -f-b) of this section. 

" (3) The Board shall, within thirty days after any 

State law is submitted to it for such purpose, certify to 

the State agency its findings with respect to reduced rates 
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of contributions to a type of fund or account, as defined 

in subsection -(,4- (c) of this section, which are allow­

able under suchi State law only in accordance with the 

provisions of subsection (a) of -(-4 of this section. 

After making such findinigs, the Board shall not with­

hold its certification to the Secretary of the Treasury of 

such State law, or of the provisions thereof wvith respect 

to which such findings were made, for any taxable year 

pursuant to paragraph (1) or (2) of this subsection 

unless, after reasonable notice and opportunity for hear­

ing to the State agency, the Board finds the State law 

no longer contains the provisions specified in subsection 

(a) of -(-4 of this section or the State has, with respect 

to such taxable year, failed to comply substantially with 

any such provision. 

"-(-) (c) DEFINITTIONS.-As used in this section­

" (1) RESERvE, ACCOUNT.-The term 'reserve account' 

means a separate a~ccount in an unemployment fund, main­

tained with respect to a person (or group of persons) having 

individuals in his (or their) employ, from which account, 

unless such account is exhausted, is paid all and only coin­

pensation payable on the basis of services performed for 

such person (or for one or more of the persons comprising 

the group). 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

87
 

"(2) POOLED FUND.-The term 'pooled fund' means 

an unemployment fund or any part thereof (other than a 

reserve account or a guaranteed employment account) into 

which the total contributions of persons contributing thereto 

are payable, in which all contributions are mingled and 

undivided, and from which compensation is payable to all 

individuals eligible for compensation from such fund. 

" (3) PARTIA.LLY POOLED ACCOUNT.-The term 'par­

tially pooled account' means a part of an unemployment fund 

in which part of the fund all contributions thereto are mingled 

and undivided, and from which part of the fund compensation 

is payable only to individuals to whom compensation would 

be payable from a reserve account or from a guaranteed em­

ployment account but for the exhaustion or termination of 

such reserve account or of such guaranteed employment ac,­

count. Payments from a reserve account or guaranteed 

employment account into a partially pooled account shall not 

be construed to be inconsistent with the provisions of para­

graph (1) or (4) of this subsection. 

" (4) GUARANTEED EMPLOYMENT ACCOUNT.-The 

term 'guaranteed employment account' means a separate 

account, in an unemployment fund, maintained with respect 

to a person (or group of persons) having individuals in his 

(or their) employ who, in accordance with the provisions 
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1 of the State law or of a plan thercunder approved by the 

2 State agency, 

3 " (A) guarantees in advance at lcast thirty hours of 

4 work, for which remuneration will be paid at not less 

5 than stated rates, for each of forty weeks (or if more, 

6 one weekly hour may be deducted for each added week 

guaranteed) in a year, to all the individuals who are 

8 in his (or their) employ in, and who continue to 

9 be available for suitable work in, one or more distinct 

10 establishments, except that any such individual's guar­

11 anty may commence after a probationary period (in­

12 cluded within the eleven or less consecutive weeks 

13 immrediately follo~wing the first week in which the 

14 individual renders services), and 

15 " (B) gives security or assurance, satisfactory to the 

16 State agency, for the fulflllknent of such guaranties, 

17 from which account, unless such account is exhausted or 

18 terminated, is paid all and only compensation, payable on 

19 the basis of services performed for such person (or for one or 

20 more of the persons comprising the group), to any such 

2.1. individual whose guaranteed remuneration has not been paid 

22 (either pursuant to the guaranty or from the security or 

23 assurance provided for the fulfillment of the guaranty) , or 

24 whose guaranty is not renewed and who is otherwise eligible 

25 for compensdtion under the State law. 
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1 "(5) YEA-Rn.-The term 'year' means any twelve con­

2 secutive calendar months. 

3 " (6) BALANCE.-The term 'balance', with respect to a 

4 reserve account or a guaranteed employment account, means 

5 the amount standing to the credit of the account as of the 

63 computation date; except that, if subsequent to January 1, 

7 4489-3 1940, any moneys have been paid into or credited to 

8 such account other than payments thereto by persons having 

9 individuals in their employ, suich term shall mecaii the amount 

10o in such account as of the computation date less the total 

11 of such other moneys paid into or credited to such account 

12 subsequent to January 1, 1.98 1940. 

13 " (7) COM1PUTATION DATE.-The term 'computation 

14 date' means the date, occurring at least once in each calendar 

is year and within twenty-seven weeks prior to the effective 

16 date of new rates of contributions, as of which such rates are 

17 computed. 

18 " (8) REDucED RATE.-Thc term 'reduced rate' means 

19 a rate of contributions lower than the standard rate applicable 

20 under the State law, and the term 'standard rate' means the 

21I rate on the basis of which variations therefrom arc corn­

22 Puted." 

24+~-(4 T4 pi4evis±a of ttinsgld t4lbe 1~iotis (tdd 

254 + +-(2) -- *4 e ttiehCoswTteitie; ttt~itiet**t4e44 i~t­
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Ceen1,ej &I- I944-, a&4 4ft4ftl fieneizent4 e afpiele ti~ 

paefgfipif -*(4-4 -*ieh seeti4* ift f~lve pfiftf 4o Ji~ittifi 4­

I942. 

SEC. 611. Paragraphs (1), (3),and (4) of section 

1603 (a) of the Internal Revenue Code are amended to 

read as follows: 

"(1) All compensation .is to be paid through pub­

lic employment offices or such other agencies as the 

Board may approve; 

"(3) All money received in the unemployment 

fund shall (except for refunds of sums erroneously paid 

into such fund and except for refunds paid in accordance 

with the provisions of section 1606 (b) ) 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 of the Social Security 

Act (49 Stat. 640; U. S. C., 1934 ed., title 42, sec. 

1104) 

~ " (4) All money withdrawn from the unemploy­

ment fund of the State shall be used solely in the 

payment of unemployment compensation, exclusive of 

expenses of administration, and for refunds of sums 

erroneously paid into such fund and refunds paid in 

accordance with the provisions of section 1606 (b) ; 
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SEC. 612. Section 1604 (b) of the Internal Revenue 

Code is amended to read as follows: 

"(b EXTENSION OF TIME FoR. FILING.-The Corn-

m~issioner may extend the time for filing the return of the 

tax imposed by this subchapter, under such rules and regu­

lations as he may prescribe with the approval of the Secre­

tary, but no such extension shall be for more than ninety 

days. 

SEC. 613. Section 1606 of the Internal Revenue Code 

is amended to read as follows: 

-'SEC. 1606. INTERSTATE COMMERCE AND FEDERAL IN­

STRUMENTALITIES. 

"(a) 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 or foreign commerce, or that the State law does 

not distinguish between employees engaged in interstate or 

foreign conmmerce and those engaged in intrastate commerce'. 

" (b) The legislature of any State may require any 

instrumental-ity of the United States (except such as are (A) 

wholly owned by the United States, or (B) exempt from the 

tooies iffpesed by seetimefi 44-44 a-fd tax imposed by section 

1600 by virtue of any other provision of law) , and the indi­

viduals in its employ, to make contributions to an unemploy­

ment fund under a State unemployment compensation law 
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approved by the Board under section 1603 and (except as 

provided in section.5240 of the Revised Statutes, as amended, 

and as modificd by subsection (c) of this section) to corn-

ply otherwise with such law. The permission granted in 

this subsection shall apply (1) only to the extent that no 

discrimination is made against such instrumentality, so that 

if the rate of contribution is uniform upon all other persons 

subject to such law on account of having individuals in their 

employ, and upon all employees of such persons, respectively, 

the contributions required of such instrumentality or the indi­

viduals in its employ shall not be at a greater rate than is 

required of such other persons and such employees, and if 

the rates are determined separately for different persons or 

classes of persons having individuals in their employ or for 

different classes of employees, the determination shall be 

based solely upon unemployment experience and other factors 

bearing a direct relation to unemployment risk, and (2) only 

if such State law makes provision for the refund of any con­

tributions required under such law from an instrumentality 

of the United States or its employees for any year in the 

event said State is not certified by the Board under section 

160.3 with respect to such year. 

" (c) Nothing contained in section 5240 of the Revised 

Statutes, as amended, shall prevent any State from requiring 
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1 any national banking association to render returns and re­

2 ports relative to the association's employees, their remunera­

3 tion and services, to the same extent that other persons are re­

4 quired to render like returns and reports under a State 

5 law requiring contributions to an unemployment fund. The 

6 Comptroller of the Currency shall, upon receipt of a copy 

7of any such return or report of a -national banking associa­

8 tion from, and upon request of, any duly authorized official, 

9 body, or commission of a State, cause an examination of the 

10 correctness of such return or report to be made at the time of 

11 the next succeeding examination of such association, and shall 

12 thereupon transmit to such official, body, or commission a 

13 complete statement of his findings respecting the accuracy of 

14 such returns or reports. 

15 " (d) iNo person shall be relieved from compliance -with a 

16 State unemployment compensation law on the ground that 

17 services were performed on land or premises owned, held, or 

18 possessed by the United States, and any State shall have 

19 full jurisdiction and power to enforce the provisions of such 

20 law to the same extent and with the same effect as though 

21 such place were not owned, held, or possessed by the United 

22 States." 

23 Smc. 614. Effective January 1, 1940, section 1607 of 

24 the Internal Revenue Code is amended to read as follows: 
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"SEC. 1607. DEFINITIONS. 

"When used in this subchapter­

"(a) EMPLOYEIP.-TIhC term 'employer' does not in­

cdude any person unless on each of some twenty days during 

the taxable year, each day being in a differcnt calendar week, 

the total number of individuals who were ift his efi~pley 

employed by him in employment for some portion of the day 

(whether or not at the same moment of time) was eight or 

more. 

" (b) WAGEs.-The term 'wages' means all remu­

neration for employment, including the cash value of all 

remuneration paid in any medium other than cash; except 

that such term shall not include­

" (1) 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 dur­

ing any calendar year, is paid to such individual by 

such employer with respect to employment during such 

calendar year; 

" (2) The amount of any payment made to, or on 

behalf of, an employee under a plan or system estab­

lished by an employer which makes provision for his 

employees generally or for a class or classes of his ern­

ployees (including any amount paid by an euiployeri 

for insurance or annuities, or into a fund, to provide for 
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any suchI Payment) , on account of (A) retirement, or 

(B) sickness or accident disability, or (C) medical and 

hospitalization expenses in connection with sickness or 

accident disability, or (D) death, provided the employee 

(i) has not the option to receive, instead of provi~sion 

for such death benefit, any part of such payment or, if 

such death benefit is insured, any part of the premiums 

(or contributions to premiums) paid by his employer, 

and (ii) has not the right, under the provisions of the 

plan or system or polity of insuranceproviding for such 

death benefit, to assign such benefit, or to receive a cash 

considerationin lieu of such benefit either upon his with­

drawal from the plan or system providing for such benefit 

or upon termination of such plan or system or policy 

of insurance or of his employment with such employer; 

"(3) The payment by an employer (without 

deduction from the remuneration of the employee) (A) 

of the tax imposed upon an employee under section 1400 

or (B) of any payment required from an employee 

under a State unemployment compensation law; or 

" (4) Dismissal payments which the employer is 

not legally required to make. 

"1(c) EMLPLOYMENT.-The te-rn 'employment' means 

any service performed prior to January 1, 1940, which was 

employment as defined in this section prior to such date, and 
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1 any service, of whatever nature, performed after Decem­

2 ber 31, 1939, within the United States by an employee for 

3 the person employing him, irrespective of the citizenship or 

4 residence of either, except­

5 "(1) Agricultural labor (as defined in subsection 

6 (1) 

7 "(2) Domestic service in a private home, local 

8 college club, or local chapter of a college fraternity or 

9 sorority; 

10 "(3) Casual labor not in the course of the em­

11 ployer's trade or business; 

12 " (4) Service performed as an officer or member 

13 of the crew of a vessel on the navigable waters of the 

14 United States; 

15 " (5) Service performed by an individual in the 
16 employ of his son, daughter, or spouse, and service 

17 performed by a child under the age of twenty-one In 

18 the employ of his father or mother; 

19 " (6) Service performed in the employ of the 
20 United States Government or of an instrumnentality of 

21 the United States which is (A) wholly owned by the 

22 United States, or (B) exempt from the tax imposed by 

23 section 1600 by virtue of any other provision of lawv; 

24 " (7) Service performed in the emiploy of a State., 

25 or any political subdivision thereof, or any instrumenvi­
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I- tality of any one or more of the foregoing which is 

2 wholly owned by one or more States or political subdivi­

3 sions; and any service performed in the employ of 

4 any instrtrm-entality of one or more States or political 

5subdivisions to the extent that the instrumentality is, 

6 with respect to such service, immune under the Consti­

7 tution of the United States from the tax imposed by 

8 section 1600;­

9 "(8) Service performed in the employ of a corpora­

10 tion, community chest, fund, or foundation, organized 

:1 and operated exclusively for religious, charitable, scien­

12 tific, literary, or educational purposes, or for the pre­

.13 vention of cruelty to children or animals, no part of the 

14 net earnings of which inures to the benefit of any private 

15 shareholder or individual, and no substantial part of the 

16 activities of which is carrying on propaganda, or other­

17 wise attemptingy, to influence legislation; 

18 "(9) Service performed by an individual as an 

19 employee or employee representative as defined in section 

20 1 of the Railroad Unemployment Insurance Act; 

21 " (10) (A) Service performed in any calendar 

22 quarter in the employ of any organization exempt from 

239 income tax under section 101, if­

24 " (i) the remuneration for such service does not 

25 excecd $45, or 

if. Ei. 6635-7 
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1 "(ii)such service is in connection with the 

2 coflection of dues or premiums for a fraternal benie­

3 ficiary society, order, or association, and is per­

4 formed away from the home office, or is ritualistic 

service in connection with any such society, order, 

6 or association, or 

7 " (iii) such service is performed by a student 

8 who is enrofled and is regularly attending classes at 

9 a school, college, or university; 

"(B) Service performed in the employ of an agri­

11 cultural or horticultural organization exempt from income 

12 tax under section 101 (1) ; 

13 " (C) Service performed in the employ of a voluin­

14 tary employees' beneficiary association providing for the 

payment of life, sick, accident, or other benefits to the 

16 members of such association or their dependents, if (i) no 

17 part of its net earnings inures (other than through such 

18 payments) to the benefit of any private shareholder or 

19 individual, and (ii) 85 per centum. or more of the income 

consists of amounts collected from members for the sole 

21 purpose of making such payments and meeting expenses; 

22 " (D) Service performed in the employ of a volun­

23 tary employees' beneficiary association providing for the 

24 payment of life, sick, accident, or other benefits to the 

members of such association or their dependents or their 
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1 designated beneficiaries, if (i) admission to membership 

2 in such association is Iiiniitcd to individuals -who are 

3 of/icer8 or employees of the Unted States Government, 

4 and (ii) no part of the net earnings of such association 

5 inures (othjer than through such payments) to the bonle­

6 fit of any private shareholder or individual; 

7 " (E) Service performed in any calendar quarter 

8 in the employ of a school, college, or university, not 

9 exempt from income tax under section 101, if such 

10 service is performed by a student who is enrolled and is 

11 regularly attending classes at such school, college, or 

12 university, and the remuneration for such service does 

13 not exceed $45 (exclusive of room, board, and tuition) 

14 " (I11) Service performed in the employ of a foreign 

15 government (including service as a consular or other 

16 officer or employee or a nondiplomatic representative) 

17 o 

18 " (12) Service performed in the employ of an instru­

19 mentality wholly owned by a foreign government­

20 "(A) If the service is of a character similar to 

21 that performed in foreign countries by employees 

22 of the United States Government or of an instru­

23 mentality thereof; aiid 

24 "(B) If the Secretary of State shall certify to 

25 the Secretary of the Treasury that the foreign gov­
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I. ermient, with respect to whose instrumentality ex­

2 emption is claimed, grants an equivalent exemption 

3 with respect to similar service performed in the for­

4 eign country by employees of the Unitcd States 

Government and of instrumentalities thereof; 

6 " (13) Service performed as a student nurse in the 

7 employ of a hospital or a nurses' training school by an 

8 individual who is enrolled and is regularly attending 

9 classes in a nurses' training school chartered or approved 

pursuant to State law; and service performed as an 

11 interne in the employ of a hospital by an individual who 

12 has completed a four years' course in a medical school 

13 chartered or approved pursuant to State law- law; 

14 "(14) Service performed by an individual for a 

person as an insurance agent or as an insurancesolicitor, 

16 if all such service performed by such individual for such 

17 person is performed for remuneration solely by way of 

18 commission; or 

19 "(15) Service performed by am individual under 

the age of eighteen in the delivery or distribution of news­

21 papers or shopping news, not including delivery -or 

22 distribution to any point for subsequent delivery or 

23 distribution. 

24 " (d) INCLUDED AND EXCLUDED SERVICE.-If the 

services performed during one-half or more of any pay 
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I. period by an cenployee for the person employing him consti­

2 tute employment, all the services of suebi employee for such 

3 period shall bc deemed to be employment; but if the services 

4 performed during more than one-half of any such pay period 

by an employee for the person employing him do not con­

6 stitute employment, then none of the services of such em­

7 ployee for such period shall be deemed to be employment. 

8 As used in this subsection the term 'pay period' means a 

9 period (of not more than thirty-one consecutive days) for 

which a payment of remuneration is ordinarily made to the 

11 employee by the person employing him. This subsection 

1.2 shall not be applicable with respect to services performed "­

13 an emptloye~in a pa~y period lby an cm~pioyce for the person 

14: empioying h7jm, where any of suich service is excepted by 

paragraph (9) of subsection (c) 

16 "(e) STATE, AGENCY.- -The term 'State agency' means 

17 any State officer, board, or other authority, designated 

18under a State law to administer the unemployment fundt in 

19 such State. 

"(f) UNEMPLOYMENT FUND.-Tlhe tenn ~uneniploy­

21 ment fund' means a special fund, established under a, State 

2I2 law and administered by a State agency, for the, pay­

23 ment of compensation. Any sumis standing to the aecount 

24 of the State agency in the Unemployment Trust Fund 

established by section 904 of the Social Security Act, as 
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1 amended, shall be deemed to be a part of the unemployment 

2 fund of the State, and no sums paid out of the Unemploy­

3 ment Trust Fund to such State agency shall cease to be a 

4 part of the unemployment fund of the State until expended 

5 by such State agency. An unemployment fund shall be 

6 deemed to be maintained duringr a taxable year only if 

7 throughout such year, or such portion of the year as the 

8 unemployment fund was in existence, no part of the moneys 

9 of such fund was expended for any purpose other than the 

10 payment of compensation (exclusive of expenses of admin­

11 istration) and for refunds of sums erroneously paid into 

:12 such fund and refunds paid in accordance with the pro­

13 visions of section 1606 (b) . 

14 ." (g) CONTRrBUTIONS.-ThC teirm 'contributions' means 

15 payments required by a State law to be made into an un­

16 employment fund by any person on account of having 

17 individuals in his employ, to the extent that such payments 

is are made by him without being deducted or deductible from 

19 the remuneration of individuals in his employ. 

20 " (h) COMPENSATION.-The term 'compensation' means 

21 cash benefits payable to individuals with respect to their 

22 unemployment. 

23 "()EXPLoyrEE.-The term 'employee' includes an 

24 officer of a corporation. 
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1 "(j) STATE.-The term 'State' includes Alaska, Hawaii, 

2 and the District of Columbia. 

3 "(k) PERSON.-The term 'person' means an individual, 

4 a trust or estate, a partnership, or a corporation. 

5 " (1) AGRICULTURAL LABOR.-The term 'agricultural 

6 labor' includes all service performed­

7 " (1) On a farm, in the employ of any person, in 

8 eenfieetieft w-4t cultivating the soil, or ineenifeetioii w4.4 

9 raising or harvesting any agricultural or horticultural 

10 commodity, including the raising, shearing, feeding, 

11 caring for, training, and management of livestock, bees, 

12 poultry, and fur-bearing animals and other wildlife. 

13 "(2) In the employ of the owner or tenant or 

14 other operator of a farm, in connection with the opera­

15 tion, management, conservation, inmprovement, or main­

16 tenance of such farm and its tools and equipinent, ifthe 

17 major part of such service isperformed on a farm. 

18 " (3) In connection with the production or harvest­

19 ing of maple sirup or maple sugar or any commodity 

20 defined as an agricultural commodity in section 15 (g) 

21 of the Agricultural Marketing Act, as amended, or in 

22 connection with the raising or harvesting of mushrooms, 

23 or in connection with the hatching of poultiy, or in 

24 comiection with the ginning of cotton, or in connection 
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1 with the operation or maiwnte~iance of ditches, canals, res­

2 ervoirs, or waterways used exclusively for supplying and 

3 storing water for farmiing purposes. 

4 "(4) In handling, planting, dryving, packing, pack­

5 aging, processing, freezing, grading, stor?ng, or delivering 

6 to storage or to market or to a, carrier for transportation 

to market, any agricultural or horticultural commodity; 

8 but only if such service is performed as an incident to 

9 ordinary farm-ing operations or, in the case of fruits and 

10 vegetables, as an incident to the preparation of such 

II fruits or vegetables for market. The provisions of this 

:12 paragraph shall not be deemed to be applicable with re­

13 spect to service performed in connection with comrner­

14 cial canning or commercial freezing or in connection 

15 with any agricultural or horticultural commodity after 

16 its delivery to a terminal market for distribution for 

17 consumption. 

18 "As used in this subsection, the termn 'farm' includes 

19 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

20 farms, plantations, ranches, nurseries, ranges, greenhouses 

21 or other similar structures used primarily for the raising of 

22 agricultural or horticultural commodities, and orchards." 

23 SEC. 615. Subchapter C of chapter 9 of the Internal 

24 Revenue Code is amended by adding at the end thereof the 

25 following new section 
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1 "SEC. 1611. This subchapter may be cited as the 'Fed­

2 eral Unemployment Tax Act'." 

3 TITLE VII-A.MENDMENTS TO TITLE X OF THE 

4 SOCIAL SECURITY ACT 

5 SEC. 701. (a) Clause (5) of section 1002 (a) of the 

6 Social Security Act is amended to read as follows: "(5) 

7 provide such imethods of administration (e~thei- 4hfta these 

8 -elfttilg to seleetioi+,, tefiffe 4f efie aft4 eowfPe1reati ft of 

9 per-sonnel including, after January 1, 1940, methods relat­

10 ing to the establishment and maintenance of personnel stand­

11 ards on a merit basis) as are found by the Board to be 

12 necessary for the proper and efficient operation of the plan." 

13 (b) Effective July 1, 1941, section 1002 (a) of such 

14 Act is further amended by inserting before the period at the 

is end thereof a semicolon and the following new clauses: 

16 "(8) provide that the State agency shall, in determining 

17 need, take into consideration any other income and resources 

18 of an individual claiming aid to the blind; and (9) provide 

19 safeguards which restrict the use or disclosure of information 

20 concerning applicants and recipients to pur~poses directly 

21 connected with the administration of aid to the blind". 

22 SEC. 702. Effective January 1, 1940, section 1003 of 

23 such Act is amended to read as follows: 
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1 "tPAYMENT TO STATES 

2 "SEC. 1003. (a) From the sums appropriated therefor, 

3 the Secretary of the Treasury shall pay to each State which 

4 has an approved plan for aid. to the blind, for each quarter, 

beginning with the quarter commencing January 1, 1940, 

6 (1). an amount, which shall be used exclusively as aid to 

7 the blind, equal to one-half of the total of the sums expended 

8 during such quarter as aid to the blid under the State plan 

9 with respect to each needy individual who is blid and is 

not an inmate of a public institution, not counting so much 

11 of such expenditure with respect to any individual for any 

:12 month as exceeds $40, and (2) 5 per cen~tumn of such 

13 amount, which shall be used for paying the costs of admnin­

14 istering the State plan or for aid to the blind, or both, and 

for no other purpose. 

16 "(b) The method of computing and paying such 

17 amounts shall be as follows: 

18 "(1) The Board shall, prior to the beginig of 

19 each quarter, estimate the amount to be paid to the State 

for such quarter under the provisions of clause (1) of 

21 subsection (a), such estimate to be based on (A) a 

22 report filed by the State containing its estimate of the 

2.3 total sum to be expended in such quarter in accordance 

24 with the provisions of such clause, and stating the, amount 

appropriated or made available by the State and its polit­
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1ical subdivisions for such expenditures in such quarter, 

2and if such amount is less than one-half of the total sum 

3 of such estimated expenditures, the source or sources 

4 from which the difference is expected to be derived, (B) 

5 records showing the number of blind individuals in the 

6 State, and (C) such other investigation as the Board 

7 may find necessary. 

8 " (2) The Board shall then certify to the Secretary 

9 of the Treasury the amount so estimated by the Board, 

10 (A) reduced or increased, as the case may be, by any 

11 sum by which it finds that its estimate for any prior 

12 quarter was greater or less than the amount which 

13 should have been paid to the State under clause (1) of 

14 subsection (a) for such quarter, and (B) reduced by a 

15 sum equivalent to the pro rata share to which the United 

16 States is equitably entitled, as determined by the Board, 

17 of the net amount recovered during a, prior quarter by 

18 the State or any political subdivision thereof with respect 

19 to aid to the blind furnished under the State plan; except 

20 that such increases or reductions shall not be made to the 

21 extent that such sums have been applied to make the 

22 amount certifed. for any prior quarter greater or less 

23 than the amount estimated by the Board for such prior 

24 quarter: Providcd, That ainy part of the amount recov­

25 ered from the estate of a deceased recipient which is not 
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I in excess of the amount expended by the State or any 

2 political subdivision thereof- for the funeral expenses 

3 of the deceased shall not be considered as a basis for 

4 reduction under clause (B) of this paragraph. 

5 " (3) The Secretary of the Treasury shall there­

6 upon, through the Division of Disbursement of the Treas­

7 ury Department, and prior to audit or settlement by the 

8 General Accounting Office, pay to the State, at the time 

9 or times fixed by the Board, the amount so certified, in­

10 creased by 5 per centum."1 

SEC. 703. Section 1006 of such Act is amended to read 

12 as follows: 

13 "SEC. 1006. When used in this title the term 'aid to 

14 the blind' means money payments to blind individuals who 

15 are needy." 

16 TITLE VHII-AMENDMENTS TO TITLE XI OF THlE 

17 SOCIAL SECURITY ACT 

18 SEC. 801. Effective January 1, 1940­

19 -(-a)- elaiise 1940, paragraph (1) of section 110 (a.) of 

20 such Act is amended to read ais follows: " (1) the termn 'State' 

21 (except when used in section 531) includes Alaska., Hawaii, 

22 and the District of Columbia, and when used in titles V and 

23 VI of such Act (iftelttiiig except section 531) includes 

24 Puerto Rico." 
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21 SEC. 802. Title XI of such Act is further amended by 

22 adding at the end thereof the following new sections: 

23 "DISCLOSURE OF INFORMATION IN POSSESSION OF BOARD 

24 "SEC. 1106. No disclosure of any return or portion of 

25 a return (including information returns and other written 
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1 statements) Mied with the Commissioner of Internal Revenue 

2 under title VIII of the Social Security Act or the Federal 

3 Insurance Contributions Act or under regulations made under 

4 authority thereof, which has been transmitted to the Board by 

5 the Commissioner of Internal Revenuc, or of any file, record, 

6 report, or other paper, or any information, obtained at any 

7 time by the Board or by any officer or employee of the Board 

8 in the course of discharging :thc duties of the Board, and 

9 no disclosure of any such ifile, record, report, or other 

10 paper, or information, obtained at any time by any person 

11 from the Board or from any officer or employee of the Board, 

12 shall be made except as the Board may by regulations pre­

13scribe. Any person who shall violate any provision of this 

1L4 section shall be deemed guilty of a misdemeanor and, upon 

15 conviction thereof, shall be punished by a fine not exceeding 

16 $1,000, or by imprisonment not exceeding one year, or both. 

17cc"PENALTY FOR FRAUD 

18 "SEC. 1107. (a) Whoever, with the intent to defraud 

19 any person, shall make or cause to be made any false rep­

20 resentation concerning the requirements of this Act, the Fed­

21 eral Insurance Contributions Act, or the Federal Unemployw­

22 ment Tax Act, or of any rules or regulations issued there­

23 under, knowing such representations to be false, shall be 

24 deemed guilty of a misdemeanor, and, upon conviction 
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1 thereof, shall bc punished by a fine not exceeding $1,000, or 

2 by imprisonmcnt not exceeding one year, or both. 

3 " (b) Whoever, with the intent to elicit information as 

4 to the date of birth, employment, wages, or benefits of any 

individual (1) falsely represents to the Board that he is 

6 such individual, or the wife, parent, or child of such indi­

7 vidual, or the duly authorized agent of such individual, or 

8 of the wife, parent, or child of such individual, or (2) falsely 

9 represents to any person that he is an employee or agent of 

the United States, shall be deemed guilty of a misdemeanor, 

I1 and, upon conviction thereof, shall be punished by a fine not 

12 exceeding $1,000, or by imprisonment not exceeding one 

13 year, or both." 

14 TITLE IX-MIISCELLANEOUS PROVISIONS 

SEo. 901. No provision of this Act shall be construed as 

16 amending or altering the effIect of section 13 (b), (c), (d), 

17 (e), or (f) of the Railroad Unemployment Insurance Act. 

18 Src. 902. (a) Against the tax imposed by section 901 

19 of the Social Security Act for the calendar year 1936, 

1937, or 1938, any taxpayer shall be allowed credit for 

21 the amount of contributions, with respect to emiploymnent 

22 during such year, paid by him into an unemployment fund 

23 under a State law­

24 (1) Before the sixtieth day after the date of the 

enactment of this Act; 
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1 (2) On or after such sixtieth day, with respect to 

2 wages paid after the fortieth day after such date of 

3 enactment; 

4 (3) Without regard to the date of payment, if the 

5 assets of the taxpayer are, at any time during the fiftyw­

6 nine-day period following such date of enactment, in 

7 the custody or control of a receiver, trustee, or other 

8 fiduciary appointed by, or under the control of, a court 

9 of competent jurisdiction. 

10 (b) Upon the payment of contributions into the unem­

11 ployment fund of a State which are required under the 

12 unemployment compensation law of that State with respect 

-13 to remuneration on the basis of which, prior to such pay­

14 ment into the proper fund, the taxpayer erroneously paid 

15 an amount as contributions under another unemployment 

16 compensation law, the payment into the proper fund shall, 

17 for purposes of credit against the tax imposed by section 901 

18 of the Social Security Act for the calendar years 1936, 

19 1937, and 1938, respectively, be deemed to have been made 

20 at the time of the erroneous payment. If, by reason of such 

21 other law, the taxpayer was entitled to cease paying contribu­

22 tions with respect to services subject to such other law, the 

23 payment into the proper fund shall, for purposes of credit 

24 against the tax, be deemed to have been made on the date 
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1 the return for the taxable year was filed under section 905 

2 of the Social Security Act. 

3 (c) The provisions of the Social Security Act in force 

4 prior to February 11, 1939 (except the provisions limiting 

5 the credit to amounts paid before the date of filing returns) 

6 dhall apply to allowance of credit under subsections (a), 

7~ (b) , and (h) , and the terms used in such subsections shall 

8 have the same meaning as when used in title IX of the Social 

9 Security Act prior to such date. The total credit allowable 

10 against the tax imposed by section 901 of such Act for dhe 

11 calendar years 1936, 1937, and 1938, respectively, shall not 

12 exceed 90 per centumn of such tax. 

13 (d) Refund of the tax (including penalty and interest 

14 collected with respect thereto, if any) , based on any credit 

15 allowable under subsections (a), (b) , and (h) , may be made 

16 in accordance with the provisions of law applicable in the 

17 case of erroneous or illegal collection of the tax. No interest 

18 shall be allowed or paid on the amount of any such refund. 

19 (e) Notwithstanding the provisions of section 1601 (a) 

20 (2) of the Internal Revenue Code, as amended, credit sha~ll 

21 be permitted under such section 1601, against the tax for 

22 the taxable year in which remuneration is paid for services 

23 rendered during a prior year, for the amounts of contribu­

24 tions with respect to 'Such remuneration which have not been 

HI. R. 6635-8 
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1 creditcd against the tax for any prior taxable year. Credit 

2 shall be permitted under this subsection only against the tax 

3 for the years 1940, 1941, and 1942, and only for contrilbu­

4 tions with respect to remuneration for services rendered after 

5 December 31, 1938.
 

6 (f) No tax shall be collected under title \TIII or IX
 

7~ of the Social Security Act or under the Federal Insurance 

8 Contributions Act or the Federal Unemployment Tax Act, 

9 with respect to services rendered prior to tJanuary 1, 1940, 

10 which are described in subparagraphs (11) and (12) of 

11L sections 14216 (b) and 16074 (c) of the Internal Revenue 

12 Code, as amended, and any such tax heretofore collected 

13t (including penalty and interest with respect thereto, if any) , 

14 shall be refunded in accordance with the provisions of law 

15 applicable in the case of erroneous or illegal collection of the 

16 tax. No interest shall be allowed or paid on the amount of 

17 any such refund. No payment shall be made under title II of 

18 the Social Security Act with respect: to services rendered prior 

19 to January 1, 1940, which are described in subparagraphs 

20 (11) and (12) of section 209 (b) of such Act, as aniended. 

21 (g) No lump-sum payment shull be made under the pro­

22 visions of section 204 of the Social Security Act after the 

23 date of enactment of this Act, except to the estate of an indi­

241 vidnal who dies prior to January 1, 1940. 
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(h) Notwithstanding the provision of section 907 (f) 

of the Social Security Act limiting the term "contributions" 

to payments required by a State law, credit shal1l be permitted 

against the tax imposed by section 901 of such Act for the 

calendar year 1936 or 1937, for so much of any payments 

mtade its contributions for such year into the unemployment 

fund of a State which are held by the highest court of such 

State not to be required payments under the unemployment 

compensation law of such State if they are not returned to 

the taxpayer. So much of such payments as are not so 

returned shall be considered to be "contributions" for the 

purposes of section 903 of such Act. The periods of limita­

tions prescribed by section 3312 (a) of the Internal Revenue 

Code shall not begin to run, in the case of the tax for such 

year of any taxpayer to whom any such payment is returned, 

until the last such payment is returned to the taxpayer. 

(i) No part of the tax imposed by the Federal Unem­

ploymenet Tax Act or by title IX of the Social Security Act, 

whether or not the taxpayer is entitled to a credit againstsuch 

tax, shall be deemed to be a penalty or forfeiture within the 

meaning of section .57i of the Act entitled "An Act to estab­

lish a uniform system of bankruptcy throughout the United 

States", approved July 1, 1898, as amended. 
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1 S,,c. 903. Section 14:30 of the Internal R~evenue Code 

2 is amended by striking out "3762" and inserting in lieu 

3 thereof "3661". 

4 SEC. 904. Effective January 1, 1940, section 1428 of 

5 the InternalRevenue Code is amended by striking out "para­

6 graphs (9) and (10)" and/ inserting in lieu thereof "para­

'7 graph (9)" 

8 SEC. 905. (a) No service performed at any time during 

9 the calendar year 1.939 by any individual s/hail, by reason 

10 of the individual having attained the age of sixty-five, bo 

11 excepted from employment as defined in section. 1426 (b) of 

12 subchapter A of chapter 9 of the Internal Revenue Code. 

13 Paragraph (4) of such section (which. excepts such. serv'ice 

14 from employment) is repealed effective Januar-y 1, 1939. 

15 The tax on employees imposed by section 1400 of sUch sub­

16 chapter'and the tax on employers 'imposed by section. 1410 

17 of such subchapter, and the provisions of law applicable lo 

18 -tuch taxes, shtall apply with respect to remtuneration paid 

19 after December 31, .1938, for service 'which., by reason of the 

20 enactment of this section, constitutes emaploqmaent as so 

21 defined. 

22 (b) Notwithstanding any other provision of law, n 

23 employer s/hall be liable for the tax on rany em nployce, inj)osed 

24 bq section -1400 of sue/h suibchapter (unless the emlployejr col­

25 lects sue/i tax fronm the employee), wit/i respect to service pr 
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1 formed bc/ore the date of enactment of this Act which con­

2 stitutes employment by reason of the enactment of this section. 

3 except to the extent that the employer has under his control at 

4 any time on or after the ninetieth day after such date amounts 

5 of remuneration earned at any time by the employee. 

6 SEC. 906. If the Social Security Board finds with re­

7 spect to any State that the first regular session of such State's 

8 legislature which began after June 25, 1938, and adjourned 

9 prior to thirty days after the enactment of this Act (1) had 

10 not made provision to authorize and direct the Secretary of 

11 the Treasury, prior to thirty days after the close of such 

12 session or July 1, 1.939, whichever date is later, to transfer 

13 from its account in the Unemployment Trust Fund to the 

14 railroadunemployment insurance account in the Unemtploy­

15 mient Trust Fund an amount equal to such State's "pre­

16 liminary amount", or to authorize and direct the Secretary 

17 of the Treasury, prior to thirty days after the close of such 

18 session or January1, 1940, uwhichever date is later, to trans­

19 fer from its account in the Unemployment Trust Fund to the 

20ra iod unemployment insurance account in the Unemploy­

21 ment Trust Fund an amount equal to such State's "liquidat­

22 ing amount", or both; and (2) had not made provision for 

23 financing the administration of its unemployment-compensa­

24 tion law during the period with respect to which grants 

25 there/or under section 302 of the Social Security Act are 
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1 required under section 13 of the Railroad Unemployment 

2 Insurance Act to be withheld by the Social Security Board, 

3 notwithstanding the provisions -of section 13 (d) of the Rail­

4 road Unemployment Insurance Act the Social Security 

Board shall not begin to withhold from certification to the 

6 Secretary of the Treasury for payment to such State the 

7 amounts determined by it pursuant to section 302 of the 

8 Social Security Act and to certify to the Secretary of the 

9 Treasury for payment into the railroad unemployment-in­

suravce account the amount so withheld from such State, 

11as provided in section 13 of the Railroad Unemployment 

12 Insurance Act, until after the thirtieth day after the close of 

13 such State's first regular or special session of its legislature 

14 which begins after the date of enactment of this Act and 

after the Social Security Board finds that such State had not, 

16 by the thirtieth day after the close of such legislative session, 

17 authorized and directed the Secretary of the Treasury to 

18 transfer from such State's account in the Unemployment 

19 Trust Fund to the railroadunemployment insurance account 

in the Unemployment Trust Fund such State's "preliminary 

21 amount" plus interest thereon at 24- per centum per annum 

22 from the date the amount thereof is determined by the 

23 Social Security Board, and such State's "liquidating amount" 

24 plus interest thereon at 24-: per centum per annum from the 

date the amount thereof is determined by the Social Security 
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1 Board. Notwithstanding the provisions of section 13 (e) 

2 of the Railroad Unemployment insurance Act, any with­

3 dr'awal by such State fromt its account in the Urnemployment 

4 Trust Fund for purposes other than the payment of corn­

5 pensation of the whole or any part of amounts so withheld 

6 from certification with respect to such State pursuant to thi's 

7 Act shall be deemed to constitute a breach of the conditions 

8 set forth in sections 303 (a) (5) of the Social Security 

9 Act and 1603 (a) (4) of the Internal Revenue Code. The 

10 terms "Preliminary amount" and "liquidating amount", as 

11 used herein, shall have the meanings defined in section 13 

12 of the Railroad Unemployment Insurance Act. 

13 SEC. 907. In addition to any other deductions made 

14 under section 203 of the Social Security Act, as amended, 

15 deductions shall be made from any primary insurance benefit 

16 or benefits to which an individual is entitled or from any other 

17 insurance benefit payable with respect to such individual's 

18 wages, 'until such deductions total 1 per centum, of any 

19 wages paid him for services performed in 1939, and subse­

20 quent to his attainingage sixty-five, with respect to which the 

21 taxes imposed by section 1400 of the Internal Revenue Code 

22 have not been deducted by his employer from his wages or 

23 paid by such employer. 

Passed the House of Representatives June 10, 1939. 

Attest: SOUTH TRIMBLE, 

Clerk. 
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8812 CONGRESSIONAL 

AMENDMENT OF SOCIAL SECUEITY ACT 
Mr. HARRISON. Mr. President, I ask unanimous consent 

that the unfinished business be temporarily laid aside and 
that House bill 6635, to amend the Socia Security Act, and 
for other purposes, be taken up by the Senate for con-
sideration. 

The VICE PRESIDENT. is there objection to the request
of the Senator from Mississippi?

Mr. NEELY. Mr. President, reserving the right to object,
will the Senator from Mississippi yield to me in order that I 
may propound an inquiry to the majority leader, the Senator 
from Kentucky [Mr. BARILEY]. 

Mr. HARRISON. I yield,
Mr. NEELY. My Inquiry is this: Provided there is no ob-

jection to the request of the Senator from Mississippi, may
I be assured that at the conclusion of the consideration of 
House bill 6635 no effort will be made or approved by the ma-
jority leader further to displace S. 280, the so-called moving-
picture bill, with any other proposed legislation, excepting
actual emergency measures? 

Mr. BARKLEY. And conference reports?
Mr. NEELY. Certainly; including conference reports and 

other privileged matters. If I may have this assurance, I 
shall withhold my objection. Otherwise, I shall be compelled 
to make It. 

Mr. BARKLEY. Mr. President, will the Senator yield?
Mr. HARRISON. I yield.
Mr. BARKLEY. In the first place, let me say that there 

has been no effort made to sidetrack consideration of Senate 
bill 280. When it was taken up it was understood by every
Member of the Senate that emergency matters, such as the 
relief bill, the monetary bill, and the social security bill, would 
be taken up if they came before the Senate. Automatically
Senate bill 280, without any motion, is the unfinished busi-
ness as soon as the bill referred to by the Senator from Mis-
sissippi is disposed of. It comes up automatically, as I un-
derstand, when it is laid aside temporarily and action has 
been completed on the matter for which it was laid aside. So 
far as I am concerned, I have not only no intention but no 
desire in any way to interfere with the consideration of that 
bill, because I imagine I am as anxious as are other Members 
of the Senate to have it disposed of one way or the other at 
the earliest possible date. I do not know of any emergency 
matter that would come ini unless it is a conference report 
or something of that sort. 

The VICE PRESIDENT. The Chair understands that the 
Senator from Mississippi asks unanimous consent temporarily 
to lay aside the unfinished business In order that he may. ask 
for consideration of House bill 6635. Is there objection?

Mr. NEELY. Mr. President, in view of the statement of 
the Senator from Kentucky, which I construe to mean that 
he will not countenance any effort that may be made further 
to displace Senate bill 280 and that In the absence of emer­
gency legislation, and privileged matters, we shall proceed to 
the consideration of this bill Just as soon as the social-security
bill is out of the way. I withhold my objection. 
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Mr. CONNALLY. Mr. President, a parliamentary Inquiry.
The VICE PRESIDENT. The Senator will state it. 
Mr. CONNALLY. Is it not in order to move to displace the 

unfinished business and take up the bill proposing to amend 
the Social Security Act? 

The VICE PRESIDENT. Of course. such a motion is In
order. The Senator from Mississippi Is trying to take the 
road of least resistance and least friction, as the Chair un­
derstands, by asking unanimous consent temporarily to lay
aside the unfinished business in order that he may ask for 
consideration of the social-security measure. 

Mr. CONNALLY. Mr. President, I should like to ask the 
Senator from Mississippi a question. It seems to me the 
conditions imposed by the Senator from West Virginia [Mr. 
NEELY) are so nebulous and uncertain as to extort from the 
majority leader some promise that if so-and-so happens and 
if something else happens the movie bill will not be laid 
aside. it is very unusual for the Senate to regulate its 
conduct in that way.

Mr. BARIKLEY. Mr. President, If the Senator will permit 
me, I will say that under the rules of the Senate, when a 
bill which is the unfinished business Is temporarily laid 
aside for consideration of some other bill, when that binl is 
disposed of, then automatically the previous unfinished busi­
ness come-s before the Senate for consideration. 

I cannot ccntrol the activities of anyone else. Any Sena­
tor could mcve to take up some other bill, and if such a 
motion should prevail by majority vote the consideration of 
that bill wculd displace the unfinished business. I certainly
have no Intention or desire to do such a thing, and if any
other Senator attempts to do it, it will not be done with 
my consent, unless It is an emergency matter which could 
not be delayed. 

I hope that satisfies the Senator. 
The VICE PRESIDENT. Is there objection to the request

of the Senator from Mississippi [Mr. HAmuisoN]?
There being no objection, the Senate proceeded to con­

sider the bill (H. R. 6635) to amend the Social Security Act,
and for other purposes, which had been reported from the 
Committee on Finance, with amendments. 

Mr. HARRISON. Mr. President, now that the social­
sccurity measure is before the Senate I am informed by the 
Senator from Louisiana [Mr. OVERTON] that he wishes to 
present a conference report on the District of Columbia 
revenue bill and that It must go before the House at an 
early date, because it is a very urgent and necessary matter. 

The VICE PRESIDENT. The Senator from Mississippi
has asked unanimous consent that the social-security meas­
ure be considered. That request has been agreed to, and 
the measure Is now pending before the Senate. Does the 
Senator from Mississippi wish to have the formal reading of 
the bill dispensed with and the bill read for amendments? 

Mr. HARRISON. I ask unanimous consent that the 
formal reading of the bill be dispensed with, that It be read 
for amendment, and that the committee amendments be 
first considered. 

The VICE PRESIDENT. Without objection, It is so 
ordered. 

Mr.' HARRISON. Mr. President, Irwish to accommodate 
the Senator from Louisiana. I have no objection to the 
consideration of the conference report, at the conclusion of 
which I shall explain the details of the social-security meas­
uire briefly and answer any questions that may be asked 
'with respect to it. 



8826 CONGRESSIONAL 

AMENDMENT OF SOCIAL SECURrTy ACT 
The Senate resumed the consideration of the bill (H. R. 

6635) to amend the Social Security Act, and for other pur-
poseL. 

RECORD-SENATE JULY 1 1 
The PRESIDING OF7ICER. The question is on agreeing 

to the first amendment reported by the committee. 
Mr. HARRISON obtained the floor. 
Mr. BARKLEY. Mr. President, will the Senator yield to 

me? This IS-an important matter, and I think as many 
Senators as possible should hear the Senator's explanation 
of it. If he will permit me to do so, I should like to suggest 
the absence of a quorum. 

Mr. HARRISON. Mr. President, I do not want to object 
to the Senator's suggestion; but, as Senators are at luncheon 
at this time, It is very difficult to keep them in the Chamber. 

Mr. BARKIEY. If they knew that the Senator from Mis­
sissippi was about to speak on this bill, I think probably they 
would come in. At any rate, I suggest the absence of a 
quorum. 

The PRESIDING OFFCER. The clerk will call the rolL 
The legislative clerk called the roll, and the following 

Senators answered to their names: 
Adams Eflender Lee Schwellenbaclh 
Andrews Frazier Lodge Sheppard
Austin George Logan Shipstead
Barbour Gerry Lucas Slattery
Barkley Gibson Lundeen Smith 
Bilbo Gillette McKellar Stewart 
Bone Glass MlcNary Taft 
Borah Green Maloney Thomas. Okia. 
Bridges Guffey Mead Thoomas. Utah 
Bulow Gurney Miller Townsend 
Burke Hale Milnton Truman
Byrd Harrison Murray Ty~dlngs 
Byrnes Hatch Neely Vandenberg 
capper Hayden Norris Van Nuys 
Chavez Herring Nye Wagner
Clark. Idaho Hill O'Mahoney Walsh
 
Clark. Mo. Holman Overton Wheeler
 
Connally Holt Pittman White
 
EDanaher Johnson, Calif. Radcliffe Wiley

Davis Johnson, Colo. Reed
 
Donahey King Reynolds
 
Downey La Follette Schwartz 

The PRESIDING OFFCER. Eighty-fIve Senators hav­
ing answered to their names, a quorum Is present. 

Mr. HARRISON. Mr. President, the proposed legislation 
is so important that I shall occupy the time of the Senate 
to make a brief explanation of the more important changes 
made in the present law by the bill passed by the House 
and the changes made by the Finance Committee in the 
House provisions. 

I shall not burden the Senate with a discussion of the 
high purposes of social-security legislation. When the So­
cial Security Act was passed, in 1935, both the reports of 
the committees accompanying the legislation and the pages 
of the CONGRESSIONAL RECORD attested the object and ap­
plauded the purposes of the legislation. 

We all knew when we passed that legislation that it was 
not perfect, and that in the course of time It would have 
to be supplemented and changed in many material respects.. 
I shall confine my remarks to a brief explanation of some of 
the more important substantive amendments which have 
been adopted by the House or which have been proposed by 
the Senate committee and which pre now before the Senate. 

The major changes proposed relate to old-age insurance. 
It will be recalled that when the law was passed in 1935 an 
old-age insurance tax beginning at 1 percent on the em­
ployer and the employee was imposed, and that rate was 
to continue until 1940, at which time it was to be increased 
to 1'/2 percent on the employer and employee, that rate to 
be In effect until 1943. The rate then was to increase to 2 
percent on each until 1946, and would reach the maximum 
of 3 percent on each in 1949. 

The House bill provides for freezing the tax at the pres­
ent rate for 1940, 1941, and 1942; and the Committee on 
Finance recommends the adoption of this proposal. 

I see before me the senior Senator from Michigan [Mr. 
VANDENBERG], and I wish to give to him full credit for the 
sentiment that was created, and for what hr-s come out of 
the suggestions he and others made with rt.~erence to the 
freezing of the tax. 

Mr. VANDENBER. Mr. President, the Senator Is very 
generous, but nothing would have resulted without the bos­
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pitable cooperation of the able chairman of the Committee 

on Fiance.made 
Mr. HARRISON. I thank the Senator, of course, but he 

made the suggestion, and it has now received the practi-
cally unanimous recommendation of both the Ways and 
Means Committee of the House and the Finance Committee 
of the Senate. So this tax will not be increased in 1940 but 
will be frozen and will remain at 1 percent on the employer 
and 1 percent on the employee. 

It has been estimated that this tax reduction will amount 
to some $275,000,000 in 1940, and, for the 3-year period, to 
some $825,000,000. 

The old-age benefit provisions in the present law have 
been greatly liberalized. Under the present law, old-age 
insurance benefits are based on an individual's total wages 
in covered employment before 65 years of age. The only
monthly benefits payable are to the individual who earns 
these wages; and if he dies before getting any benefits, an 
amount equal to 3 /2 percent of his wages is paid to his 
estate. If he gets some benefits, but less than 3 '/2 percent 
of his total wages, the difference is paid to his estate. Under 
the system, no regard is had as to whether he has a depend-
ent wife, or whether he dies leaving a child, widow, or 
parents. 

No monthly benefits are payable until 1942. and the num-
ber receiving benefits then would not be large, because before 
being entitled to benefits under the present law, a person 
must have total wages of at least $2,000, and must have been 
in covered employment in at least some part of each of 5 
separate calendar years after 1936. 

It is not in a spirit of criticism that I state that the 
present provisions afford very little protection in the early 
years, and will be very expensive in the later years. I should 
like to remind the Senate, however, that it is because of this 
fact that we find the pay-roll taxes necessary to finance the 
system under the law would greatly exceed. the amount paid 
out in the early years, and the reserves built up from these 
taxes to finance the benefits In the later years wculd be very 
large indeed. 

The amendments before the Senate in the bill now pre-
sented would modify this system by beginning the monthiy 
benefit payments in 1940, instead of 1942, and would base the 
benefits on average wages rather than total wages. Under 
the present law the total wage received, before one is eligible 
to be covered in, is $2,000. The amendments would also 
Include a system of benefits for aged wives, which is not in 
the present law, and for widows who are aged or who have 
dependent orphans in their care, for aged dependent par­
ents, and for orphans. Where there are no surviving de-
pendents, reasonable burial expenses will be provided. 

In my opinion, the provisions with reference to these old-
age benefits have been immeasurably liberalized, and will be 
of inestimable benefit to that large portion of our population, 

The amendments of the law ought to have a 'very great 
effect on the large appropriations, which have been neces-
sary and which have been made by Congress for the relief 
of unemployment in this country, because with the liberal 
treatment afforded by the proposed legislation to the people
who have been working and who will obtain the benefits 
after 1940, while in some instances the payments will not 
be large, they will be large enough so that it will not be 
necessary for those people to be placed on relief rolls, and 
there will be less pressure on the Federal Treasury for such 
enormous amounts. 

Mr. VANDENBERG. Mr. President, will the Senator yield? 
Mr. HARRISON. I yield. 
Mr. VANDENBERG. In most of the instances where 

changes have been made the sulm total outgo over the next 
30 or 40 years will remain the same, I understand. 

Mr. HARRISON. The Senator is correct, 
Mr. VANDENBERG. In other words, the amendments re-

duce the payments at the farther end of the period and in-
crease them at this end of the period? 

Mr. HARRISON. That is true. 
Mr. VANDENBERG. But the sum total will remain the 

game, so that the system will remain reasonably In actuarial 

balance. But there is one point at which the committee 
an amendment witch will increase the outgo during the 

next 15 years some five or six hundred million dolars. Is 
the Senator intending to discuss that in particular? 

Mr. HARRISON. I shall call the attention of the Senate 
to that matter. 

I should like to mention the effect of these provisions for 
more liberal benefits in connection with the reserve account. 
Not only is there less disparity between the tax receipts and 
the benefit payments, but the bill provides that regular re­
ports shall be made to Congress each year as to whether the 
proceeds of the pay-roll taxes will result in a reserve greater 
than three times the highest annual expenditure required in 
the ensuing 5 years. Congress can act in the light of these 
reports if they indicate the need for any change in the tax 
structure, and the maximum reserve should never exceed 
$15,000,000,000. even in the later years. Those who have 
expressed so much concern over the size of the reserve which 
is incident to the present law should feel comforted at this 
change. 

I might add that the measure authorizes a permanent ap­
propriation, so that without the necessity of an annual ap­
propriation, as is now the case, the total of the old-age in­
surance tax collections will go into the reserve. 

Further, the bill sets up a board of three trustees, the Secre­
tary of the Treasury, the Chairman of the Social Security 
Beard, and the Secretary of Labor, and the fund., will be in a 
trust fund, which is to be called the "Federal Old-Age and 
Survivors Insurance Trust Fund."' 

I may say in this connection that under the present law 
these funds have been used for the purchase of Government 
bonds, and that the rate of interest was fixed at 3 percent. 
We have changed that in this proposal, and while spe'cial 
obligations may be issued, such obligations will bear interest 
at a rate equal to the average rate of Interest on the public 
debt, in effect at the date of issue of the obligations. 

Mr. VANDENBERG. Mr. President, if it will not Interfere 
with the Senator's narrative, I should like to have the 
RECORD clear at this point with respect to the full reserve to 
which the Senator has referred. 

Under the original proposal the full reserve would have 
reached $47,000,000,000 in 1980. Under the amendment 
pending, as the Senator has stated, nothing like $47,000,000,­
000 will ever be contemplated, but the maximum reserve will 
probably not exceed $15,000,000,000. 

Mr. HARRISON. The Senator is correct. 
Mr. WAGNER. Mr. President, will the Senator yield? 

Mr. HARRISON. I yield. 
Mr. WAGNER. Under the freezing of the tax for a Period 

Of 3 years and the contributions that are to be made over a 
Period of years, will there come a time before 1980 when the 
amount of money required to pay the benefits will exceed the 
amount of contributions received under the taxes? 

Mr. HARRISON. I am fearful that that is true. I do not 
think there is any doubt about that. 

Mr. WAGNER. So there will come a time when we will 
have to make up our minds either to increase those contribu­
tions or have a Government contribution? 

Mr. HARRISON. Yes; I think the committee understands 
that is probably true. 

Mr. VANDENBERG. Mr. President, will the Senator 
yield? 

Mr. HARRISON. I yield. 
Mr. VANDENBERG. I think the Senator from New York 

is completely correct In his statement. There must be a 
general public contribution to offset what would have been 
the contribution obtained through the Interest on the reserve 
fund, and our contention has been from the beginning that 
we might as well make it frankly in the form of a straight
contribution rather than to make It through the detour of 
Interest on the reserve. 

Mr. WAGNER. Yes; I would be In favor of a contribu.. 
tioi from the Federal Government at the present time as 
all other countries have. I wanted to have thAt appear 
clearly on the record. 
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Mr. HARRISON. Mr. President, I do not think there is 

any doubt about that being true,
Just before mentioning the reserve, I stated that under 

the provisions of the House bill, supplementary benefits 
would be payable, and that there would be an Increased lib-
erality In the amount of all monthly benefits. The Finance 
Committee has approved this liberalized schedule of benefits. 
Your committee has, however, offered perfecting amend-
meats with respect to eligibility for benefits. 

I may say also that in the committee hearings there were 
certain matters--questions which were propounded by the 
Senator from Wisconsin [Mr. IA FOLLETTE], and from those 
questions there was shown to be certain anomalies and we 
made certain changes. These were made with the approval
of the Social Security Board. I think these changes, if 
adopted, would greatly improve the bill, 

One of these amendments is to better take care of the 
situation of people who are already 65 or over. It is felt that 
these people should be permitted to earn credits at the earli- 
est possible date, and your committee proposes an amend-
ment which would make coverage of employment after 65 
effective January 1 of this year, instead of January 1 of next 
year, as is proposed in the House measure. This will permit
earlier retirement for these people, and In some instances,
where they will not be able physically to work much longer,
will mean the difference between their receiving benefits and 
not receiving benefits. 

Mr. VANDENBERG. Mr. President, Is this the amendment 
which increases the total cost $600,000,000 in the next 15 
years? 

Mr. HARRISON. Yes; it Is estimated that over a period of 
15 years that would entail a cost of about $600,000,000 plus,
but that comes out of the trust fund financed by the pay-roll
taxes. 

Mr. VANDENBERG. Yes; but the fund was not figured in 
contemplation of that payment.

Mr. HARRISON. No; we have liberalized it to that ex-
tent in order to take care of these people who would not re-
ceive the benefit if they worked the time required in the 
amendments offLred in the House and in the present law 
without the proposed changes. It will cost the fund $600,000,-
000 plus by virtue of these changes. I might mention that 
this is only a small fraction of the increase contemplated in 
the benefits payable in the next 15 years. 

Mr. VANDENBERG. Yes. The only Point I was making 
was that the changes are utterly humane and thoroughly
Justified by every heart consideration that a man may have,
Yet they are not justified on the basis of the tax which is being
collected to pay for social security under title II, and if we are 
to continue liberalizing the benefit payments to an extent
which will increase the sum total of bonefit payments we have 
either got to increase the tax rate sooner or later, or we are 
merely fooling folks by inviting them into a system that is 
going bankrupt one of these days.

Mr. HARRISON. The Senator Is absolutely correct. But 
we felt that the liberal treatment could be accorded even 
though over a 15-year pericd it will be very costly. We felt 
the action justified, however, 

Mr. KING. Mr. President, will the Senator yield?

Mr. HARRISON. I yield, 

Mr. KING. I assent to the statement made by the able 

Senator from Michigan, and I desire to supplement that 
statement. We are liberalizing, as has been said, many pro-
visions of the bill, and that will only lead to de: 'qnd for 
further liberalization at the next session of Congre-is, and 
additional liberalization, until within a short time the fund 
will be bankrupt and we will be utterly unable to meet the 
demands which will be made upon it. Demand will then be 
made that we resort to the Federal Treasury, and I make the 
prophecy-althoug~h I am not a prophet nor the son of a 
prophet-that within 4 or 5 years, under the policy which 
we are pursuing, we will have a bankrupt organization in 
some branches of this important security agency,

Mr. HARRISON. Mr. President, the second perfecting
amendment is to change the basis of eligibility from a re-

quired number of years' employment to a required number 
of quarters' employment.

In the House bill eligibility for retirement benefits for those 
now 65 would require that they must earn in covered em­
ployment $200 per year for 2 years and earn a total before 
retirement of $600. 

The Senate committee proposal substitutes the require­
ment of six quarters with wages of $50 a quarter, which 
would amount to $300. This shows the liberality that actu­
ated the committee. 

Your committee feels that the general principle of the 
House bill should be followed, so that persons who will have 
a longer period to be in the system will be required to be 
in the system half of the quarters after 1936. rather than 
one-half of the years. as Is provided In the House bill. The 
provision of the House bill makes people eligible who will 
not have been in the system one-half the tlme after 1936 
and before they reach 65, if they are in the system 15 years
before they retire. Your committee proposes to substitute 
40 quarters for the 15 years' retirement. 

It is felt that changing the eligibility, requirements from 
years to quarters and giving coverage for 1939 to those now 
over 65 wvill very greatly increase the number who will be 
in a position to retire during 1940. 

To increase the adequacy of benefits for married men who 
will retire after having earned very low average wages, your
committee proposes to make the minimum benefit which will 
be paid the wage earner with an aged wife $10, as is the ease 
now under the House bill, where no wife's benefit is payable.
Under the Senate proposal then, the minimum benefit to an 
aged couple would be $15, $10 for the wage earner and $5 
for the aged wife. Under the House bill, it would be $6.67 
for the wage earner and $3.33 for his wife. 

The measure before you contains changes not only relat­
ing to old-age insurance, but to unemployment compensa­
tion. As you will recall, there is a Federal Unemployment
Compensation pay-roll tax, which Is at the rate of 3 percent.
This tax is at present levied on a wages-earned basis, and 
is imposed only on the employer. For example, the tax 
would be due on commissions earned by an employee in a 
tax year, whether paid or not. Frequently a situation later 
arises so that the calculated amount on which the tax was 
paid is found to be erroneous and readjustment is required.

It would be much simpler to have the tax apply when the 
wages are actually paid, as is the existing law in the case 
of old-age insurance taxes. Your committee accordingly
recommends that the amendments be adopted which will 
effect this change, placing the employment-compensation 
tax on the same basis as the old-age Insurance tax in that 
particular.

Unemployment-compensation taxes are based on all wages 
an employer pays his employee, regardless of the amount. 
while the old-age Insurance tax Is effective only as to the 
first $3,000 paid In a year. For instance, at present the 
tax under the law is on the entire salary paid an employee, 
even if it is $100,000 a year. We have proposed the limit 
of $3,000 and the tax imposed accordingly, placing It on the 
same basis as is the present law on old-age insurance. 

Under the House proposal the $3,000 limit would be placed
in the unemployment-compensation tax, and your comn­
mittee recommends the adoption of this proposal.

A further amendment which is proposed allows refunds 
and abatements, giving relief to employers who paid their 
1936, 1937, and 1938 unemployment compensation contribu­
tions late. Because of failure to pay on time, many em­
ployers have lost their 90-percent credit against the Federal 
tax. The proposed provisions would permit this credit, and 
would take care of the future by giving a longer time for 
payment of contributions. For example, if contributions 
are paid by June 30 following the due date of the Federal 
return, while there would be no credit under existing law. 
the employer would lose but 10 percent of his credit under 
the proposed amendments. These amendments also have 
provisions taking care of situations in which late payment
is occasioned by assets of the taxpayer being In the custody 
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of the court, or because the employer made a mistake and 
paid his contribution to the wrong State. It is felt that all 
of these amendments are equitable and should go a long 
way toward correcting hardships under the present law, 

There are several Important revisions proposed to the 
present coverage of the act. Certain services are exempt, 
Including those for agricultural and horticultural associa-
tions, voluntary employees' beneficiary associations, local 
or ritualistic services for fraternal beneficiary societies, and 
services of employees earning nominal amounts_-less than 
$45 per quarter-from nonprofit Institutions exempt from 
Income tax. Newsboys and boys distributing the Shopping 
News are excluded. Family employment, such as employ-
ment of a son by his father, will be excluded in the old-age 
insurance tax. This exclusion is existing law as to the un-
employment-compensation tax. 

Mr. DAVIS. Mr. President, will the Senator yield?
Mr. HARRISON. I yield. 
Mr. DAVIS. The provision as to the Shopping News is 

limited to boys under 18 years of age, is it not? 
Mr. HARRISON. Yes. This is true also as to newsboys.
Mr. DANAHER. Mr. President, will the Senator yield?
Mr. HARRISON. I yield, 
Mr. DANAHER. What provision Is there for independent 

contractors, such as insurance salesmen? 
Mr. HARRISON. I am coming to that question, 
There is also a clarification and extension of the agricul-

tural labor exemption of the present law. The present law 
exempts "agricultural labor" without defining the term. This 
bill defines the term so that the law will prescribe more defi-
nitely the extent of the exemption. The definition is so drawn 
that all service of the sort ordinarily performed on or about a 
farm, in connection with Its operation or in producing crops 
or livestock, will be exempt from the act, and so that other 
services which are closely related to or an integral part of 
farming activities will also be exempt, even though they may 
not be performed on a farm, 

There is a clarification of the present law relating to Federal 
and State instrumentalities. At present some institutions, 
such as banks, are exempt as national banks and State mem-
ber banks of the Federal Reserve System. This proposal was 
very carefully studied, and there is a general approval of the 
clarification by those affected, 

No opposition was expressed by the banking institutions of 
the country, 

There Is a proposal In the House bill for the extension of 
coverage to salesmen. Under the present law, whether a sales-
man is covered depends upon the test of whether he is an 
employee in the legal sense, and your committee believes that 
.it would be unwise at this time to attempt any change. In 
this connection, however, your commnittee does propose an 
amendment with respect to the unemployment-compensation 
tax. Several States have exempted insurance salesmen from 
coverage, and your committee believes that it would be wise 
to exclude from the Federal unemployment-compensation tax 
Insurance salesmen whose sole pay is by way of commnission. 
This would, of course, still leave the States free to cover this 
employment when they choose to do so, but it would eliminate 
the present situation, where the entire Federal tax, without 
any offset for State unemployment contributions, comes to 
the Federal Government where the State exempts this em-
ploYment. The principal class of insurance salesmen which 
would be affected is that class engaged in what is generally 
called industrial insurance. The proposed amendment of 
your committee would not affect the rights of any insurance 
salesman to old-age insurance, but would leave their situ~a-
tion as to being covered or not covered just as it is under 
existing law, 

The House bill proposes to cover maritime employment for 
old-age insurance purposes, but not for the unemployment-
compensation tax. 

American seamen have expressed a strong desire for cover-
age, and there has been practically no opposition to this re- 
quest. Your committee concurs In this proposal, but with an 
amendment excluding services by fishermen and by the crews 
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of fishing vessels. No request for coverage has come from this 
group, and It is not felt expedient to extend coverage until a 
special study has been made of the particular problems and 
desires of those who would be affected. 

Mr. DAVIS. Mr. President, will the Senator yield?

Mr. HARRISON. I yield.
 
Mr. DAVIS. One of the leaders of the fishermen called on
 

me this morning. They are objecting to the exemption. 
Mr. HARRISON. They want to be included? 
Mr. DAVIS. They want to be included. 
Mr. HARRISON. What kind of fishermen does he repre­

sent? 
Mr. DAVIS. All kinds of fishermen. 
Mr. HARRISON. In many places an oyster or shrimp 

gatherer who has perhaps one or two employees goes out In 
his own boat. He sells his oysters or shrimp to the cannery. 
We have had no request from such people to be included. 
There was no suggestion to the committee that they be 
Included, and we felt that the matter required study. In the 
course of time the Social Security Act will have to be further 
amended. It is not yet perfect. I think we have helped it 
greatly. However, as long as we are here we shall have to 
make certain amendments to It. We have exempted fisher­
men with the feeling that this is the practical approach. 
Their wishes in the matter should be known before we deter­
mine on their coverage. 

The remaining matters affecting unemployment compensa­
tion are of a highly technical nature. I shall merely mention 
the Finance Committee action In proposing an amendment 
to strike out the McCormack amendment and the 2.7 amend­
ment relating to additional credit. 

No doubt many Senators have received letters with ref­
erence to the so-called McCormack amendment, giving the 
Social Security Board authority to fix certain standards for 
States. Certain States have enacted laws giving ratings to 
certain groups of employees. It would be necessary for the 
legislatures of such States to change the present State laws. 
VWe considered that matter very carefully. 

Under the existing law employers who have merit rating 
under State laws containing certain standards with respect to 
merit rating experience may receive credit against the Fed­
eral unemployment compensation tax for a full 90 percent, 
when their contributions are reduced under the State law. 
The McCormack amendment proposed that when certain 
standards as to adequacy of benefits were met, and the 
State funds were equal to one and one-half times the largest 
annual contribution to the fund or the largest annual ex­
penditure from the fund, there could be a general reduction 
of contributions required of all employers, and these em­
ployers would retain their full credit against the Federal tax. 

The 2.7 provision requires States which do not meet the 
benefit and reserve standards set up in the McCormack 
amendment to provide that the employers In the State will 
make a total of contributions equal to that which would be 
paid in if each employer were contributing at a 2.7 rate. 
In other words, if some employers are to receive credit 
against the Federal tax for reductions in their contributions. 
other employers would have to contribute more than 90 per­
cent of the 3-percent Federal tax. 

Your committee heard considerable testimony as to these 
proposals and felt after the hearings that it would be unwise 
at this time to make such material changes in the existing 
law. The representative of many State unemployment comn­
pensation agencies appeared before us and objected to the 
standards laid down in the House bill. They felt that they 
were getting along very well under the present law. The 
problem should be very carefully worked out. Your comn­
mittee took the view that under the circumstances; it would 
be dangerous for us to tamper with the present law, and 3[
hope the Senate will also take that view of it. 

The last thing I should like to mention Is the chaknge In 
some of the present provisions for grants-in-aid to States. 

Under the House bill the Federal matching for dependent
children was increased from one-third to one-half. Your 
committee concurs in this proposal. Under the present law 
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the Federal Government contributes a third. The House bill 
provides for equal contributions. 

Your committee also recommends an amendment which 
changes the maximum payment toward which the Federal 
Government will contribute from the existing law of $18 for 
the first and $12 per additional dependent child to an average 
of $18. This gives much more flexibility to the matching, 
eliminates much auditing, and allows exceptional circum-
stances to be met more equitably. The cost of the proposed 
amendment of your committee would be very small. The 
estimate of the increased matching ratio will range from 
thirty to sixty million, depending upon State action. 

Your committee also proposes amendments authorizing in-
creased appropriations for maternal and child-health services 
from the present three million eight hundred thousand to five 
million eight hundred and twenty thousand, and for crippled 
children from two million eight hundred and fifty thousand 
to three million eight hundred and fifty thousand. 

The House bill increased the authorization for vocational 
rehabilitation from $1,938,000 to $2,938,000 and included 
Puerto Rico. Your committee recommends that the amount 
be increased from $1,938,000 to $4,000,000. Each State would 
receive an allocation of not less than $30,000 under your 
committee's amendment. 

It Is also proposed that the authorization for the public-
health work be increased from the present limitation of 
$8,000,000 to $12,000,000. The Senate committee was very 
much impressed with the services rendered by the Public 
Health Service, the Ch3dren's Bureau, and the Office of Edu-
cation and approved these increased authorizations. We 
believe the increases are justified by the facts. The Chil-
dren's Bureau, under Miss Lenroot, has worked wonders, and 
the effects of its work is seen among children throughout the 
country. The allocations to the various States for public-
health work in the rural sections throughout the country 
have been of great benefit to many unfortunate persons who 
were far away from a doctor or from any attention they might
need. 

I may say that the Finance Committee went very carefully 
into all these proposals and feels that the proposed changes 
In the existing law are amply justified. 

As to old-age assistance and blind assistance, there is a 
proposed change in the House bill raising the amount the Fled-
cral Government will match from $15 to $20. Under the 
present law, as Senators know, the Federal Government 
matches the contributions of the States up to $15. So if a 
State can contribute $15 to a needy person who is 65 years of 
age or over, the Federal Government will likewise contribute 
$15. The House raised that limit to $20 upon the part of the 
State and provided that the Flederal Government would 
match the State contribution up to $20. 

About the only contest in the Finance Committee arose 
over the question of requiring the Federal Government to 
extend greater assistance to States for our elderly people.
There were two proposals before the committee. One was 
suggested by the Senator from South Carolina [Mr. BYRNES]. 
who is chairman of the Unemployment and Relief Commit-
tee, which was appointed at the last session of the Congress 
to study the question of unemployment and relief and to try 
to solve that problem. He appeared before the committee 
and endeavored to have it carry out the recommendations 
of his committee and to make allocations to the States on, 
the basis of the per capita income of residents of the State 
to the per capita Income of the Nation as a whole. That 
would have assisted greatly many needy States. I may say 
to the Senate I voted for that amendment not only as a 
member of the Byrnes committee on unemployment but. I 
voted for it In the Finance Committee. I was very hopeful 
that it would be adopted, because there are many States in 
the Union that cannot respond even to the $15 maximum 
that is Provided in the present law. My State is among the 
number of the States so situated. No man can get any glory
from answering criticisms that the old people residing in his 
State receive only about $7-half from the State and half 
from the Federal Government. I have an abiding convic-
tion that some States have about reached the maximum of 

their ability to pay under present conditions and unless the 
Federal Government provides additional aid the old people 
who are in need will have to suffer. 

Someone may say that the poorer States have spent a 
great deal of money for roads. Of course they have. They
have spent money for roads because they wanted to get out 
of the mud; and they have also had to spend money for 
schools. There are many problems that affect some sections 
of the country that do not affect other sections; but the 
States have to carry those loads. So I felt that the amend. 
ment offered by the Senator from South Carolina was en. 
tirely justified. When it was defeated the* distinguished 
Senator from Texas [Mr. CONNALLY],* a member of the com­
mittee, offered an amendment that up to $15 would require 
the Federal Government to put up $2 to the State's $1. 
That would have practically insured to every old person in 
need about $15. The increase would apply to the poorer 
States and the richer States, because all would have con­
tributed alike up to $15, on the matching basis of $2 by the 
Federal Government and $1 by the State. The cost in­
volved under the amendment of the Senator from Texas 
was estimated at about $80,000,000 per year, and under the 
Byrnes amendment the cost was estimated to be from 
$30,000,000 to $40,000,000 per year. 

Those questions will come before the Senate during the 
further debate on the pending bill. I never like to vote 
against my committee-I always am a committee man-yet in 
this one case, I may say to the Senate, when these amend­
ments are offered I shall vote for the proposals. I believe 
they are justified by the facts, and have advised the Finance 
Commnittee that I shall support them. 

I may say in connection with liberalizing benefits, that while 
I am not for the Townsend plan, and never have been for it, 
nevertheless, credit must be given Dr. Townsend for helping 
to bring the needs of the aged before the American people. 
To him should be given a part of the credit for what the 
House has done with reference to raising the Federal con­
tribution limit even to $20. though, In my opinion, very few 
States will get any advantage. I believe there are only 
three or four States that would profit by the change the 
House has made, as only those who pay pensions in excess 
of $30 would get any additional Federal assistance. 

Mr. DOWNEY. Mr. President. will the Senator yield? 
Mr. HARRISON. I yield.
Mr. DOWNEY. I am sure that if Dr. Townsend were here 

he would ask me to extend his appreciation for the very 
courteous remarks made concerning him by the Senator from 
Mississippi. 

Mr. HARRISON. Mr. President, there Is nothing that has 
touched me more than the plight of our needy aged people.
I know if I go to one of the departments in an effort to assist 
one who is 50 or 55, or older, in getting employment, the 
door is not open to him. I am told, "Go over to some other 
bureau or some other department." I have been unable to 
assist many such persons, many of whom needed assistance, 
to obtain Government employment. 

If the same person goes to a private corporation In this 
day and time and endeavors to obtain employment, Is he 
employed? Oh. no; the corporations want the younger men 
and women. So the older person Is left out in the cold, 
but we ought to see to it that, at least up to $15, every 
individual in this country, if In need, whether he lives in 
Mississippi, or New York, or Masschusetts, or California, 
through Federal cooperation with the States, shall he given 
$15 a month. 

Someone may say that will not help them much. It 
will help them a great deal everywhere In this country, If 
we Provide a means whereby under State old-age assistance 
an aged person with no other means of support will be 
assured a minimum of $15 a month. 

Mr. President, I have said all that I desire to say. I hope 
we may expedite consideration of this bill. I think the bill 
is a fine and constructive piece of legislation. It is not per­
fect, but it is along the right lines of endeavor. 

The PRESIDING OFFICER. The flrst amendment re­
ported byfthe committee will be stated. 



1939 CONGRESSIONAL RECORD--SENATE, 8831
 
The first amendment of the Committee on Finance was, 

under the heading "Ti tle I-Amendments to Title I of the 
Social Security Act." on page 2, line 9, after the word "ad-
ministration" and the parenthesis, to strike out "other than 
those relating to selection, tenure of office, and compensa-
tion of Personnel" and insert "including, after January 1, 
1940, methods relating to the establishment and mainte-
nance of Personnel standards on a merit basis", so as to 

read:I 
SmX.101. Section 2 (a) of the Social Security Act is amended 

to read as follows: 
"(a) A State plan for old-age assistance must (1) provide that 

It shall be in effect in all political subdivisions of the State, arnd,
if admlnistered by them, be mandatory upon them: (2) provide
for financial participation by the State; (3) either provide for 
the establishment or designation of a single State agency to 
administer the plan, or provide for the establishment or designa-

tionofsigleStae aenc tosupervise the administration of 
pov~e 

forol-ag s for a fair bearing 
thepln;(4 orgrntngto any Individual, whose claim-

asitane enidanopportunity
beorSatsc gecy 5)prvde such methods of adminis-
trtln ncudng Jnury1,1940, relating to theate methods 

anestalismen manteanc ofpersonnel standards on a merit
basis) as are found by the Board to be necessary for the proper
and efficient operation of the plan; (6) provide that the State 
agency will make such reports, In such form and containing 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; (7) effective July 1, 1941, provide that the State agency
shall. In determining need, take into consideration any other in: 
come and resources of an Individual claiming old-age assistance;and (8) effective July 1. 1941. provide safeguards which restrict 
the Use or disclosure of Information concerning applicants and 
recipients to purposes directly connected with the administration
Of old-age asistance" 

Mr. LA FOLLETTE. Mr. President, when the original So-
cial Security Act was pending in the Congress there were 
provided in the act certain standards which the State plans 
must meet before they could be approved by the Board. 
Greatly to my disappointment, Congress saw fit to exclude 
from among the various items which must be approved those 
relating to the selection, tenure of office, and compensation 
of personnel. The result was that the Social Security Board 
had no right to require that the State plan should Include 
provisions for the selection of State personnel under the 
merit system. 

Senators who have followed the history of the administra-
tion of the Social Security Act since it went upon the statute 
books are familiar with the fact that in several States of 
the Union such a condition has resulted from the provision
of law which is now sought to be stricken from the bill that 
the Board has had to take the extreme action of denying
their benefits to elderly persons under the system set up.
But this drastic action was the only recourse left to the 
Board under the existing law, 

The Finance Committee has now Included In the pro-
visions which must be included in every State plan after 
January 1, 1940, methcds relating to the establishment and 
to the maintenance of personnel standards on a merit basis. 
As I understand and construe the amendment, it will mean 
that each State plan will have to provide, as a condition of 
securing approval by the Board, that the personnel selected 
within the State to administer the law shall be sclected on a 
civil-service or merit basis. The amendment does not in any 
way, as I view It. extend to the Board the right to pick and 
choose between individuals who are to be selected; but under 
this provision, If it becomes a law, the Board may require that 
each State shall set up a satisfactory merit system for the 
selection of the PersonneL. 

Mr. WALSH. Mr. President, will the Senator yield?
Mr. LA FOLLETrE. In just a moment. 
Because I believe the amendment is an Important step for-

ward in the administration of the social-security law, and be-
cause I believe it is very Important that it become law. I rose 
merely to point out the situation to the Senate, so that there 
could be no question that the Senate fully realized the im- 
port of the amendment, and to ask that there be a record 
vote upon it, so that the Senate may be put upon record,
and so that it may be evident to all concerned that the Sen-

T :V--45? 

ate has given consideration to this matter and that it ball 
taken a record vote thereon. 

I now yield to the senator from Massachusetts. 
Mr. WALSH. Mr. President, first of all. I desire to s5y

that I am in full accord with what the able Senator from 
Wisconsin has said; and I sincerely hope there will be a 
record vote, so that we may emphasize the position of the 
Senate on this amendment. 

should like to ask the Senator if this amendment is not 
the outgrowth of complaints and criticisms which have pre"
vailed throughout the country because of the manner In 
which the Social Security agents and investigators employed
in the several States have acted, to the dissatisfaction and 
against the, protest of the Social Security Board, and also 
if the amendment is not in part the result of the Investigation
made last year by a committee of the Senate during the seria­
tonial campaign which exposed some of the political activities 
of these employees in the various States? 

Mr. LA FOLLETTrE. I think the Senator from Massachu­
setsi correct in his statement; and I desire to say to the 
Senator that ever since I have known about his service in the 
Senate--and it dates back to his-first term in this body-I
have known that he has been an ardent advocate of the merit 
sse o h eeto fGvrmn esne

tsmfothslcinofGvr etpeone
I do not desire to be drawn into a discussion of the particu­

lar States where difficulties have arisen, nor do I wish to go
into additional information which is in my possession about 
other States where the Board has not acted because it has 
not felt justified in taking the drastic action of withholding
Federal contributions, and thereby penalizing the old People
who are receiving the pensions; but there are other States 
where the Board has not acted, and where the situation 
is one that has brought about criticism. 

Mr. O'MAHONEY. Mr. President, will the Senator yield?
Mr. LA FOLLErrE. I yield with pleasure to the Senator 

from Wyoming. 
Mr. OMAHONEY. I merely desire to ask the Senator from 

Wisconsin whether he Is of the opinion that the language 
of the amendment is such as to provide a definite tenure 
for the personnel that may be appointed. In other words, 
is the phrase "on a merit basis" sufficiently definite to prevent
the removal of personnel with possible changes of. ad-in's 
tration in the States? 

Mr. LA FOLLETTrE. I will say to the Senator that the 
amendment is somewhat in the nature of a compromise
which comes out of the committee after some discussion. 
It is an important step in the right direction, and I have 
great confidence that it will accomplish its purpose. I may 
say to the Senator that I1 have the fehing that we should 
take this step, since it is the result of some discussion and 
compromise in the committee, and we hope to retain it In 
conference; and I have every reason to believe that it Is of 
sufficient definiteness so that a merit system, as the term Is 
commonly understood, may be required by the Board. 

Mr. O'MALHONTEY. Does the amendment give the Social 
Security Board discretion to fix the standards, or does it 
permit the standards to be modified in the several States? 

Mr. GEORGE. Mr. President, I may say that the amend­
ment does not give the Social Security Board power to fix 
the standards, but it does give the Board power to approve
merit systems which the States must in the first instance 
set up. 

Mr. IA FOLLETTE. That is my understanding of the 
matter; and I think I am at liberty to say that the chiair­
man of the Social Security Board, who has been very much 
interested in the whole situation, believes that the amend­
ment as drawn provides a workable basis and a workable 
standard which the Board will find satisfactory In dealing 
with the States. 

Mr. HATCH. Mr. President-
Mr. LA FOLLETrTE. I Yield to the Senator from New 

Mexico. 
Mr. HATCH. The Senator winl recall that during some 

of the discussion which took place here last summer about
various amendments which were proposed, a great deal was 
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said about employees of the social Security Administration 
engaging in political activity within the States. Frankly, 
I have drawn and lying on my desk an amendment which 
I was at least thinking about offering, and which is Much 
more drastic in its terms than this amendment. In view 
of what the Senator has Just said about this amendment 
being the result of a compromise, and his belief that it is a 
step in the right direction, I am wondering if he thinks it is 
su.%cient to cover some of the things which were discussed 
here last summer. 

Mr. LA FOLLETTE. I believe that under this language, 
if it shall become law, the Social Security Board wiil have 
vower to require the establishment of a genuine merit ba~sis 
for the selection of personnel. As I stated a moment ago, 
I have every reason to believe that the chairman of the 
Social Security Board feels that the present language is suif-
ficient, and that a very sound and workable system can be 
established under the terms of the committee amendment. 

Mr. HATCH. Of ccurse the Senator understands that my 
question was not prompted by any opposition to the 
amendment. 

Mr. LA FOLLE'I'IE. I understand that; and I also wish to 
commend the Senator from New Mexico. In every way I 
have done all that I could to support his efforts in connec-
tion with the so-called Hatch bill and other legislation of 
similar character. 

Mr. HATCH. I appreciate the support the Senator has 
given. My only thought was whether the amendment goes 
far enough. 

Mr. LA FOLLETTE. As I stated in response to the in-
quiry of the able Senator from Wyoming [Mr. O'MAHONEYL, 
it is my belief that we are making a great step forward, 
and that we should accept the amendment as it comes from 
the committee, in the nature of a compromise, and make 
every honorable effort to retain it in conference, with full 
confidence that under the administration of the Social 
Security Board the results which we desire to see obtained 
will be obtained., 

Mr. TAFT. Mr. President, will the Senator yield? 
Mr. LA FOLLETTE. I yield, with pleasure, 
Mr. TAFIT. Comning from one of the States where very 

-erious abuses occurred, which now have been corrected,I 
thoroughly approve of the Senator's amendment; but one 
question arises in my mind. 

As I understand, a good many of these State plans are 
statutory plans. In some places it may be necessary to 
enact statutes. Will it not be embarrassing to have this 
amendment take eficct on the first of January 1940? Would 
it not be better to make the effective date April 1 or July 1, 
so that the State legislature may be called together and 
meet and act? 

Mr. LA FOLLETTE. I may say to the Senator from Ohio, 
in the 'first place, that I very much appreciate his state-
ment. Also, I wish to say that this is not my amendment. 
The amendment vwas tendered to the committee by the Sena-
tor from Rhode Island [Mr. GREEN], and this particular 
language is the result of discussion in the committee and 
the suggestions, as I remember, made by the able Senator 
from Colorado [Mr. JoHNsoN]. 

In direct answer to the Senator's question, I will say 
that we did discuss this question in the committee with the 
Chairman of the Social Security Board and tpie experts of 
the Board; and they stated that the State provisions so 
far as personnel are concerned are not statutory provisions, 
and that the amendment will give the States ample notice. 
It will give them from the date of enactment of the pending 
measure to January 1. 1940, to work out their provisions and 
bring them to the Social Security Board andl secure their 
approval; and the effective date was advanced to January 1, 
1940, for that very purpose. 

So I think the Senator may rest easy, because the question 
was raised in the committee; and the experts of the Board 
assured us that the State personnel provisions are not statu. 
tory in character, and therefore are subject to change with-
out action by the respective legislatures of the States. 

Mr. TAFT. With due respect, I do not see how civil service 
can be established In an old-age department unless the State 
passes a law providing that there shall be civil service In that 
department, if there is not already civil service. 

Mr. LA FOLLETTE. I think that can be done, because the 
Senator will remember that the funds for the personnel were 
provided, and this can be done by regulation. I am certain it 
is entirely within the power of the respective administrative 
agencies, 

I ask for the yeas and nays on the committee amendment. 
Mr. KING. Mr. President, may I ask the Senator a ques­

tion? 
Mr. LA FOLLETTE. Certainly. 
Mr. KING. The Senator may think the question Is a joke, 

but it is not. In view of the inefficiency of the civil service 
of the Federal Government, does the Senator think the Fed­
eral Government, by giving its blessing to State governments 
and compelling them to have civil service, is going to improve 
their conditicn? I do not think the Federal Government's 
conduct of its civil-service administration is any particular 
guide to the States. 

Mr. LA FOLLE'ITE. Mr. President, I do not think the 
question is a joke. I do not wish to be drawn into a long dis­
cussion of the whole question of the Federal civil service. I 
think there Is much to be said for the fact that the civil serv­
ice of the Federal Government has grown up more or less as 
a counter action against the patronage system, and that be­
cause of that envilronment and that conditioning it has be­
come more largely an agency endeavoring to protect em­
ployees in the civil service in retaining their positions rather 
than acting as a personnel agency for the Federal Govern­
ment. I discussed that question to some extent and at 
greater length in connection with the reoiganization bill. 
I hope that some day we may have a modern, efficient per­
sonnel service for the Federal Government: but from my own 
experience in my own State, I say that it is possible to build 
up a sound personnel system for a State Government, and I 
say that it is the judgment of all who have had anything to 
do with the administration of this act that this particular 
amendment If enacted Into law will greatly improve the con­
ditions surrounding the administration of the old-age title. 

Mr. O'MAHONEY. Mr. President, will the Senator yield? 
Mr. LA FOLLETTE. I am anx~ous to yield the floor. 
Mr. O'MAHONEY. I merely wanted to make it clear that 

I understand the Senator to believe that while this is a step 
in the right direction, it Is little more than a step. 

Mr. LA FOLLETTIE. That is not correct. If the Senator 
will remember, in response to his first question I stated that 
the amendment was not, so sweeping as the one originally 
tendered to the committee, that it was somewhat the result 
of a compromise, but that the Chairman of the Social Security 
Board and others who have studied this question flrmly be­
lieve that under the terms of the amendment they can bring 
about a genuine merit basis for the selection bf the personnel 
under this title of the act. 

I think we are making a great advance, although it may 
not be all that any Senator might want. We are not writing 
the details of the standards into the law. In other words. 
we are trusting somewhat to the Judgment of the Social 
Security Board and to their ability to work this matter out 
with the various State administrations. 

Mr. O'MAHONEY. I wish to express It as my, personal 
opinion that this represents a minimum below which we 
should not in any event go. 

Mr. HARRISON. Mr. President, as I understand, the Sea­
ator from Wisconsin desires to have a roll call on the amend­
ment in order to show how strongly the Senate favors it? 

Mr. LA FOLLETTE. That is my reason for asking for a 
roll call. 

The PRESIDING OFFICER, (Mr. TnowAis of Utah in the 
chair). The question is on agreeing to the amendment re­
ported by the committee on page 2, line 9. On that amend­
ment the Senator from Wisconsin asks for the yeas and nays. 

The yeas and nays were ordered, and the Chief Clerk called 
the roll. 
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Mr. LUCAS. My colleague the Junior Senator from flhinois 

[Mr. SLATTERY] is unavoidably detained. If present, he would 
Vote "yea." 

Mr. MINTON. I announce that the Senator from Arizona 
[Mr. AsHURSI] and the Senator from New Jersey [Mr.

SMATERSaredetinedfrotheSente bcaue ofillessSMATEII]ae deaind fom te Snat becuseof ~55 
in their families. 

The Senator from North Carolina [Mr. BArLEY], the Sena-
tor from Alabama [lbfr. BANICHEAD], the Senator from Mel 
gan [M~r. Baowwj, the Senator from Arkansas [Airs. CARA-
WAY], the Senator from Virginia [Mr. GLASS], the Senator 
from Delaware [Mr. HUGHES], the Senator from Nevada [Mr. 
MCCARRAN], the Senator from Florida [Mr. PEPPER], and the 
Senator from Georgia [Mr. RUSSELL] are absent on important 
public business, 

The dahenaor [M. CLRK] Sentorfrorom thThe dahenaor [M. CLRK] Sentorfrorom th
Minnesota [Mr. LUNDEEN], the Senator frcm Utah [Mr.
KING], the Senator from Rhode Island [Mr. GREEN], the Sen-
ator from Connecticut [Mr. MALONEY], and the Sena'tor from 
Indiana [Mr. VAN ovys] are detained in various Government 
departments On matters pertaining to their respective States. 

The Senator from Louisiana [Mr1. ELLENDER]I and the Sena-
tor from West Virginia [XMt HOLT] are conducting hearings 
In the Committee on Education and Labor, 

The Senator from New Hampshire [Mr. TOBEZY] has a gen-
eral pair with the Senator from Florida I[Mr. PEPPER]3. 

The result was announced-yeas 72, nays 2, as follows: 
YEAS-72word 

Adams Downey Lee Schwartz 
Andrews Frazier Lodge Schwellenbach
Austin George Logan Sheppard
Barbour Gerry Lucas Shlpstead
Barkley Gibson McKellar Smith 
Done Gillette McNary Stewart
Borah Guffey Mead Taft
Bulow Gurney Minton Thomas, Okla.
Burke Hale Murray Thomas, UtahLupSmDahPyet
Byrd Harrison Neely TownsendLupSmDahPyet
Byrnes
Capper
Chavez 
Clark. Mo1. 
Connally
Danaher 
Davis 
Donahey 

Hatch 
Hayden
Herring
Hill 
Holman 
Johnson, Calif. 
Johnson. 0010. 
La Follette 

Norris 
Nye
O'Mahoney
Overton 
Pittman 
Radcliffe 
Reed 
Reynolds 

Truman 
Tydinga
Vandenberg
Wagner
Walsh 
Wheeler 
White 
Wiley 

NAYS-..2 
B31bo MIller 

NO'T VOTING-22 
Ashurst 
Bailey
Bankhead 
Bridges
Brown 
carawray 

Clark, Idaho 
Eilenider 
Glass 
Green 
Holt 
Hughes 

King
Lundeen 
McCarran 
Maloney
Pepper
Russell 

Slattery
Smathers 
Tobey
Van Nuys 

So the committee amendment was agreed to,. 
The PRESMIDNG OFFICER. The clerk will state the next 

amendment of the committee,
The extamedmenwa, I theheaing on age6, ine
The extamedmeni on age6, inewa, theheaing

1, after the word "And", to strike out "Survivor" and insert 
"'Survivors"; and in line 3, after the word "And",.to strike out 
",Survivor" and insert "Survivors", so as to make the heading 
read: 

TITLE II-FrDE&AL OLD-AGE hAND Suvrvvoss INsuRAxcE BENI~IT 
PEDEAL OLD-AGE AN SUVVR INUAC 

The amendment was agreed to. 
The next amendment was, on page 6, line 7, after the word 

"and", to strike out "Survivor" and Insert "Survivors"; in 
line 25, after the word "and", to strike out "Survivor" and 
insert ,Survivors", so as to read: 

SEC. 201. (a) There Is hereby created on the books of the Tress.. 
ury of the United States a trust fund to be known as the "Pederal 
Old-Age and Survivors Insurance Trust Fund" (hereinafter In thi-
title called the "T~rust Fund"). The Trust Fund shall consist of the 
securities held by the Secretary of the Treasury for the Old Age
Ro~serve Account and the amount standing to the credit of the Old 
Age Reserve Account on the books of the Treasury on January 1,
1940. which securities and amount the Secretary of the Treasury Is 
aulthorized and directed to transfer to the Trust hund, and, In 
addition, such amounts as masy be appropriated to the Trust Fund 
as hereinafter provided. There Is hereby appropriated to the Thast 
pund for the fiscal year endIng June 30, 1941, and toe each fiscal 

RECORD-SENATE 
year thereafter, out of any moneys In the Treasury, not otherwise 
appropriated, amounts equivalent to 100 percent of the taxes (in­
cluding interest. penalties, and additions to the taxes) receivedunder the Federal Insurance Contributions Act and covered Into 
the Treasury. 

(b) There Is hereby created a body to be known as The Board of
Trustees of the r~ederal Old-Age and Survivors Insurance TrustFund (hereinafter In this title called the "Board of Trustees") which 
Board of Trustees shall be composed of the Secretary, of the 
Treasury, the Secretary of Labor, and the Chairman of the Social 
Security Board, all ex officio. The Secretary of the Treasury Shallbe the managing trustee of the Board of Trustees (hereinafter
in this title called the "'managing trustee" It shall be the duty of 
the Board of Trustees to-­

l1 Hold the Trust Fund:(2) Report to the Congress on the first day of each regular
session of the Congress on the operation and status of the Trust 
Fund during the preceding fiscal year and on its expected operation 
and status during the next ensuing 5 fiscal years­
of(31 Rcport Immediately to the Congress whenever the BoerdofTrustees is of the opinion that during the ensuing 5 fiscal yeasr
the Trust Fund will exceed three times the highest annual ex­
penditures anticipated during that 5-fi-scal-year period, and when­
ever the Board of Trustees is of the opinion that the amount of the 
Trust Fund Is unduly small. 

The amendment was agreed to. 
The next amendment was, In the subhead on page 10, 

line 3. after the word "And", to strike out "Survivor" and 
insert "Survivors", so as to make the heading read: 

Old-Age and Survivors Insurance Benefit Payments.
 
The amendment was agreed to.
 
The next amendment was, on page 17, line 15, after the
 

"section", to strike out "(b) "; on page 18, line 4, after 
the word "or", to insert "to the": and in line 5, after the 
word "the", to strike out "deceaszed and to any other person 
or persons who are entitled under such law to share as dis­
tributees with the parents of the deceased, in such propor­
tions as Is provided by such law" and insert "deceased. in 
equal shares", so as to read: 

(g) Upon the death, after December 31, 1939, of an Individual
who died a fully or currently insured individual leaving no survlv-
Ing widow, child, or parent who would, on filing application In the
month in which such individual died, be entitled to a benefit for 
such month under subsection (c), (d), (e), or (f) of this section. 
an amount equal to six times a primary Insurance benefit of such
Individual shall be paid In a lump Eum to the following person (crIf more than one, shall be distributed among them) whose 'eta­tionship to the deceased is determined by the Board, and who in 
living on the date of such determInation: To~the widow or widower 
of the deceased; or. if no such widow or widower be then living, to 
any child or children of the deceased and to any other person or 
person who are, under the Intestacy law of the State where the 
deceased was domiciled, entitled to share as distributees with such 
children of the deceased, in such proportions as is provided by
such law; or, if no widow or widower and no such child and no
such other person be then living, to the parent or to the parents
of the deceased, In equal shares. A person who is entitled to share as distributee with an above-named relative of the deceased shall 
not be precluded from receli-ng a payment under this subsection 
by reason of the fact that no such named relative survived the
deceased or of the fact that no such named relative of the deceased was living on the date of such determinaticn. If none of the per.. 
sons described In th~s subsection be living on the date of such 
determination, such amount shall be paid to any person or per­
sons, equitably entitled thereto, to the extent and in the propor­ticns that he or they shail have paid the expenses of burial of the
deceased. No payment shall be made to any person under this 
subsection, unless applicatioa therefor shall have been filed, by or 
on behalf of any, such person (whether or not legally competent).
prior to the expiration of 2 years after the date of death of such 
individual. 

The amendment was agreed to. 
The next amendment was, under the subhead "Reduction 

and Increase of insurance benefits", on page 19, line 9, after 
the word "the", to strike out "benefit or"; in line 11, after the 
word "wages", to insert "is more than $20 and"; in line 15,
after the word 'Such", to strike out "benefit or"; and In line
18, after the word "amount", to insert "or to $20, whichever 
is greater", so as to read: 

Svc. 203. (a) Whenever the total of benefits uinder section 202. 
payable for a month with respect to an individual's wages, Is moare 
than $20 and exceeds (1) $85, or (2) an amount equal to twice 
a prim)ary insurance benefit of such individual, or (3) an amount 
equal to 80 percent of his average monthly wage (as defined In 
sec. 209' (f)), whichever of such three amounts Is least, such tota 
of benefIts dball, prior to any deductions under subsectiona (4). 
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(e), or (h) * be reduced to such least amount or to $20. whichever 
Is greater. 

The amendment was agreed to. 
The next amendment was, on page 19, line 20, after the 

numerals 0'202"1, to strike out "(or as reduced under subsec-
tion (a) )", so as to read: 

(b) Whenever the benefit or total of benefits under section 202,
payable for a month with respect to an individual's wages. is less 
than $10, such benefit or total of benefits ahall, prior Ito any de-
ductions under subsections (d). (e), or (h), be increased to $1o. 

The amendment was agreed to. 
The next amendment was, on page 20, line 3, after the 

word "benefit", to insert "except the primary benefit", so as 
to read: 

(c) Whenever a decrease or Increase of the total of benefits for 
a month is made under subsection (a) or (b) of this section, each 
benefit, except the primary benefit, shall be proportionately de-
creased or increased, as the case may be. 

The amendinent was agreed to. 
The next amendment was, on page 20, line 6, after the 

word "Deductions", to insert "in such amounts and at -such 
timre or timecs as the Board shall determine"; in line 8, after 
the word "payment", to insert "or payments"; in line 15, 
after the wvord "age", to insert "not an apprentice serving

afte thewor"fesi-
without remuneration"; and in line 17, afe h od"es-
ble", to insert "or, if serving as an apprentice without re-
nsuncration, failed to so serve regularly and the Board finds 

thatsuc sericewasfeasble,as o rad:ors
thatsuc sericewasfeasble,as os rad:upon 

(d) Deductions, in such amounts and at such time or times as 
the Board shall determine, shall be made from any payment or 
payments under this title to which an Individual is entitled, 
until the total of such deductions equals such individual's benefit 
or benefits for any month in which such individual: 

(11 Rendered services fcr wages of not less than $15; or 
(2) If a child under 18 and over 16 years of age, not an ap­

prentice serving without remuneration, failed to attend school 
regularly and the Board finds that attendance was feasible or. if 
serving as an apprentice without remuneration, failed to so 
serve regularly and the Board finds that such service was feas-
Ible; orprotoJnay1190

(3) If a widow entitled to a widow's current insurance benefit,. 
did not have in her care a chiid of her deceased husband entitled 
to receive a child's Insurance benefit, 

The amendment was agreed to. 
The next amendment was, on page 21, line 11, after the 

word "individual", to strike out "those benefits are" and 
Insert "in receipt of benefits", and in line 13, before the 
word "because",' to insert "(or who is in receipt of such 
benefits on behalf of another I'adividual) "; so as to read: 

(g)Anyindvidaln rceit o beefis sbjet t deucton 
under subsection (d) or (e) (or who is in receipt of such benefits 
on behalf of another individual), because of the occurrence of 
an event enumerated therein, shall report such occurrence to the 
Board prior to the receipt and acceptance of an insurance benefit 
for the second month following the month In which such event 
occurred. Any such individual having knowledge thereof, who 
fails to report any such occurrence, shall suffer an additional 
deduction equal to that Imposed under subsection (d) or (e). 

The amendment was agreed to. 
The next amendment was, under the subhead "Evidence, 

Prccedure, and Certification for Payment", in section 209, 
on page 35, line 12, after the word "year", to insert "prior 
to 1940"; so as to read: 

DMNMONSincreased 
S~.209. When used In. thistitle 

(a) The term "'wages" means all remuneration for employ-
ment, including the Cash value of all remuneration paid in any
medium other than cash; excopt that such termn shall not include-

(1) 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 prior to 
1940. Is paid to such Individual by such employer with respect to 
employment during such calendar year; 

The amendment 'was agreed to, 
The next ajnendment was, on page 35, after line 14, to 

Insert: 
(2) That Part of the remuneration which, after remuneration 

equal to $3,000 has been paid to an Individual with respect to 
employment during any calendar yeiar after 1939. is paid to such 
individual with respect to employment during such calendar year; 

The amendment was Wgeed to, 

The next amendment Was, on page 35, line 20. before the 
word "The", to strike out "(2)" anid insert "1(3)"1; In line 
25, after the word "insurance", to insert "or annuities"; and 
on page 36, line 4, after the word "disability", to Insert 
a comma and 
or (D) death. provided the employee (1) has not the option to 
receive, Instead of provision for such death benefit, any part of 
Stich payment or, if such death benefit is insured, any part of the 
premiums (or contributions to premiums) paid by his employer, 
and (it) has not the right, under the provisions of the plan or 
system or policy of Insurance providing for such death benefit. 
to assign such benefit, or to receive a cash consideration in lieu 
of such benefit either upon his withdrawal from the plan or 
system providing for such benefit or upon termination of such 
plan or system or policy of Insurance or of his employment with 
such emnployer. 

So as to read: 

(3) The amount of any payment made to. or on behalf of, all 
employee under a plan or system established by an employer
which makes provision for his employees generally or for a class 
or claases of his employees (including any amount paid by an 
employer for insurance or annuities, or Into a fund, to provide for 
any such payment), on account of (A) retirement, or (B) sickness or accident disability, or (C) medical and hospitalization expenses
in connection with sickness or accident disability, or (D) death, 
provided the employee (1) has not the option to receive, instead 
of provision for such death benefit, any part of such payment or, 
If such death benefit is insured. any part of the premiums (or
contributions to premiums) paid by hls employer, and (ii) has not 
th.~e right, under the provisions of the plan or system or policy of 
insurance providing for such death bcnefit. to assign such benefit, 

to receive a cash consideration In lieu of such benefit either
his withdrawal from the pian or system providing for such 

benefit or upon termination of such plan or system or policy
of Insurance or of his emnployment with such cmpioyer. 

The amendment was agreed to,
Th2 next amendment was, on page 37, line 4, after the 

words "prior to", to strike out "such date". and insert "Jan­
uary 1, 1940", so as to read: 

(b) The term "employment" means any service performed after 
December 31, 2936, and prior to January 1, 1940. which was em­
ployment as defined In section 210 (b) of the Social Security Act 

ro oJnay1 90 
Mr. VANDENBERG. Mr. President, may I inquire

whether that is the amendmrent which we discussed previ­
ously, which adds $600,000,000 to the cost of the bill? 

Mr. HARRISON. Yes. It is the amendment on page 37, 
That is the amendment to which reference was previously 
made. 

Mr. VANDENBERG. Mr. President, I simply wish to call 
attention to what would happen under this amendment. I 
am not quarreling with its objective. The objective Is highly 
laudable. The amendment would add $600,000,000 In the 
next 15 years to the cost of the social-security bill, and add 
$600,000,000 outside of the contemplated revenues from pay­
roUl taxes. It is the beginning of those steps which are 
gradually going to build an ever-increasing benefit payment
outside the purview of the taxes to pay for them. I submit 
the general observation that the best friend of social-security 

legislation in the long run is the one who insists that the 
fund shall be kept solvent so that on the/one hand there 
will be avoided the disaster and the humiliation of making 
promises which cannot be kept, and, on the other hand, that 
steps be not taken which will lead ultimately to such an 

burden of pay-roll taxes that the revolt against
the whole system will destroy it. 

Mr. President, we found it necessary to freeze where it Is 
the 1-percent pay-roll tax under title 11 for the next 3 years.
In 1943 it increasos another full 1 percent. In 1943 the 
whole system will confront the most terrific kind of an im­

pact from the country, because American business In manly
of its smaller units has had difficulty in paying even the 
1-percent pay-roll tax and surviving. 

In 1943, with the unemployment tax added, the total tax 
'will be 5 percent upon the pay roll, In 1948 the total tax 
'will be 9 percent. 

Mr. President, a total pay-roll tax of 9 percent upon
American industry is a terrific burden to be borne by Amenl­
can industry. It Is a grave question whether American 
industry can carry a 9-percent pay-roll tax. It Is partilcu­
larly doubtful whether It can be done. While we are in­
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creasing the cost of American production of commodities 
9 percent upon the one hand, we are reducing the tariff 
protection upon the other. We are increasing the cost of 
production at home by means of the social-security legisla-
tion, and We are decreasing protection against goods from 
abroad. Entirely aside from that, however, the burden of 
the 9 percent itself is going to be a terrific challenge. 

What I am saying is that you had better be careful not to 
create a situation which will necessitate going beyond the 
9 percent. and every time you add a major item of expendi-
ture, precisely as this measure adds $600,000,000, which was 
never contemplated in the actuarial calculations upon which 
the tax is based, by the time you have accumulated -these 
items in 1948, you will have created such a situation that 
even the 9-percent tax will not pay the bill. I submit that 
when we are voting to Increase the benefits we had better 
give some consideration to the source of the money with 
which to pay the benefits, lest there be no money to pay the 
benefits upon the one hand, or, upon the other, that we are 
ultimately forced to such a heavy pay-roll tax that the re-

vetulson t the wholdensytem do n, itagans wIl strudikeitovt 
Let usBOteHonrth amenidment. I should like to vokthe oenit 

Mr. ORA. PrsidntIM. shuldlik to sk he en-
ator from Michigan how the question arises? Is a com-
mittee amendment under consideration? 

Mr. HANRIEN. AG paYnents.iqir.inclusion 
Mr.AARRSONprlimenary nqury.instead

The PRESIDING OFFIICER. The Senator will state it. 
Mr. HARRISON. I thought we had passed the matter to 

which the very eloquent Senator from Michigan referred in 
his speech, some time ago. Is the Senate recurring to that 
amendment? 

Mr. VANDENBERG. The amendment is now pending. 
The PRESIDING OFFICER. The amendment is now 

pending.
Mr. HARRISON. The amendment which the Senator has 

just discussed? 
Mr. VANDENBERG. Yes. 
Mr. HARRISON. I understood the Senator raised no 

objection to the Senate agreeing to the amendment, 
Mr. VANDENBERG. Quite to the contrary. I raised a 

Ther PerEosIDbecionG t TeqstoIsnageigOFICE. 
To he commIttee am enden onepagest37. [Puttareingth

stionthe Themitnoesappearen tonhave 3t. [utigth
quesion. ppea Th"nos" tohaveit.Mr. 

Mr. LA FIOLLETTE. I ask for a division, 
Mr. HARRISON. I ask for the yeas and nays on this 

amendment. 
Mr. LUCAS. Mr. President, a parliamentary inquiry, 
The PRESIDING OFFICER. The Senator will state it. 

Mr. UCA. Wll he Cairhav th clek satethe 
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Mr. HARRISON. Mr. President, the Social Security Ad­

visory Council, composed of very able men and women from 
all over the country, suggested in its report that the time 
would come when the Federal Government would have to help 
out in the matter of supplementing this fund by, making 
annual appropriations. We have not accepted that view yet. 
That would be some time In the future, whether in 1980 or 
some other year. That is a little too far off for me to figure 
at this time. We have taken care of this situation, though, 
without question for the next 15 years. The time may come 
when the Federal Government may have to reimburse or sup­
plement this fund; but what we are doing, to which the Sen­
ator fronm Michigan has alluded, is on page 37. 'he next 
amendment provides: 

If performed prior to January 1, 193. 
wlethbilcmfrmheHuatrweprodte

freezngo the taxes fror 1940 1941e, ande 1942 androcertain 
otherigostipultaonswihrference0 to41andg1942t and certage 
wtere stpulacedionsth lwt wefouendcthtthereiiltwere crt rainge­
pewowere i beyond woulddthtthr note merasurpeothe ageof65wh 

up to the $2,000 they had to earn under the present law, or 
the $600 required in the House bill. This problem was dis­
cussed with the Chairman of the Social Security Board, and 
It was decided that the best method of giving these people 
an opportunity for covered employment was to make the 

of work over 65 effective January 1 of this year,
of January I of next year, as was provided in the

House bill. 
Many of the people over 65 would be left out if we did 

not date the provision back to January 1, 1939. In carrying 
out the program of liberalization and trying to help the situa­
tion of those who have reached 65 years of age, the Finance 
Committee changed eligibility requirements from years in 
which $200 or more of wages from covered employment were 
paid to quarter years in which $50 or more were paid, and 
advanced the inclusion of wages after 65 from January 1,
1940, to January 1, 1939. In the course of time, over 15 years, 
the cost of these changes will be considerable; but the situa­
tion which confronts us is that the social-security law was 
passed in 1935, and wage credits begin the 1st of January
1937. Time is required for persons to become eligible for the 

benefits. The object of the amendment, as I recall, it was 
not disapproved by anyone in committee. 

-r. VANDENBERG. No, Mr. President,
HARRISON. Of course, the Senator expressed some 

objections to It in the discussion a few moments ago, but 
there was no roll call in the committee. I did not under­
stand the Senator was going to carry the fight to the extent 
of having a roll call in the Senate. That is why I am trying 
t xli h mnmn tti ie 

Mr. VANDENBERG. I have not asked for a roll call. 
Th RSDN FIE.Teamendmentwil1esae. Mr. HARRISON. The Senator frcm Utah [Mr. KinqG was
 
ThePCRESICLERK.On`FCpagTea37.dlinew4,bafter ahewodsopposed to the amendment, and expressed himself against it;


pae 3,The HIEn CLEK. lne 4 afer te wrds 
"prior to", it is proposed to strike out "such date" and to 
Insert "January 1, 1940." 

Mr. VANDENBERG. That is the pending amendment. 
Mr. KING. Mr. President, will the Senator yield?
Mr. HARRISON. I yield. 
Mr. KING. I do not know whether to address the chair-

man of the committee or the Senator from Michigan. I 
should like to inquire whether this is the amendment that 
adds $600,000,000 of cost to the taxpayers of the United 
States or to this fund. 

Mr. VANDENBERG. It does not add it to the taxpayers 
of the Nation because there is no provision made to pay it. 

Mr. KING. Or to the fund. 
Mr. VANDENBERG. Some day it will be added to the 

costof he fnd.seemed 
Mr. KING. That is exactly what I desire to know; whether 

or not it compels an obligation which will have to be dis-
charged from the fund, and if not from the fund, if that 
becomes bankrupt, from the Treasury of the United States? 
I assume that the answer must be in the affirmative. 

I shall vote "nay" on the question. 

but the great majority of the committee was for it, and I 
hope t~he Senate will now adopt the committee amendment, 

M.BR.M.Peiet ilteSntryed 
Mr. HARD.SOr. PeIdnwlthSeao yield? 
M.HRIO.Iyed
Mr. BYRD. I will say to the Senator from Mississippi that 

the Senator from Michigan (Mr. VAiNDFNBERiGl was against it, 
and voted against it, 

MIr. HARRISON. I do not think there was a roll call on 
this amendment. 

The PRESIDING OFFICER. The question Is on agreeing 
to the committee amendment on page 37, line 4. The yeas 
and nays have been demanded. 

Mr. HARRISON. Mr. President, the other side called for 
a vote, and the Presiding Officer announced that the "noes" 

to have it. I want to see if the other side will vote 
on a roll call as they would a while ago. I ask for the yeas 
and nays. 

The yeas and nays were ordered. and the legislative clerk: 
proceeded to call the roll. 

MrY. SH]STEAD (when his name was called). I have a 
pair with the senior Sengtor from Virginia [Mr. GL.~ssl. I[ 
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am not Informed as to how he would vote. I therefore with-
hold my vote. 

The rail call was concluded. 
Mr. HARRISON (after having voted in the affirmative).

I have a general pair with the senior Senator from Oregon
[Mr. McNARYJ. I find he has'not voted, so I transfer my
pair to the senior Senator from Kentucky [Mvr. BAP.KLEY], 
and allow my vote to stand. 

Mr. McKELLAR (after having voted in the affi~rmative), 
I Inquire if the Senator from Delaware [Mr. TOWNSENDs] has 
voted? 

The PRESIDING OFFCER. The Chair Is informed he 
has not voted, 

Mr. McKELLAR. I have a pair with the Senator from 
Delaware. I transfer that pair to the junior Senator from 
Louisiana [Mr. ELLEN.DERI, and allow my vote to stand. 

Mr. MINTON. I announce that the Senator from Arizona 
[Mr. AsHsURST] and the Senator from New Jersey [Mr.
SMAT~HERS] are detained from the Senate because of illness 
in their families, 

The enaor Caolia [r. he en-romNort Bx~r],romNort [r. 
ator from Alabama [Mr. BANKCHEAD]. the Senator from Mich-
igan [Mr. BROWN], the Senator from Arkansas [Mrs. CARA-
WAY], the Senator from Virginia [Mr. GLS]7hbSntr
from Delaware [Mr. HUGHES], the Senator from Nevada 
[Mr. McCARRANq], the Senator from Florida [Mr. PEPPER),
and the Senator from Georgia [Mr. RUSSELL] are absent on 

The enaor Caolia BILE], he en-

publichospital
imp~ortant pulcbusiness,

The Senator from Kentucky [Mr. BARKCLEY], the Senator 
from Louisiana [Mr. OVERTON]. and the Senator from Ne-
vada [Mr. PrrTMANJ are detained in various Government 
departments on matters pertaining to their respective States, 

The Senator from Louisiana [Mr. ELLENDER] and the Sen-
ator from West Virginia [Mr. HOLT] are conducting hearings 
in the Committee on Education and Labor, 

Mr. AUSTIN. The Senator from New Hampshire [Mr.
ToEEY] has a general pair with the Senator from Florida 
[Mr. PEPPER], 

The result was announced-yeas 58, nays 16, as follows: 
YEAS-58(dstermined 

Adams Donahey Lee Reynolds
Andrews Downey Logan Schwartzunodnafenyscatity;r
Austin Frazier Lucas Schwellenbach ulodnafenyscatit);r
Barbour George Lundeen Sheppard Mr. SCHW1ELLENBACH. Mr. President, I should like to
Bilbo Gibson McKellar Slattery
Bone Green Maloney Sitewart have an explanatiozr, of this amendment.
Borah Guffey Mead Thomas. Okla. Mr. HARRISON. Wr. President, the House bill coveredBulow Harrison Miller Thomas. Utah maritime employees in the old-age-Insurance tax. We ex-Byrnes Hatch Minton Truman
Capper Hayden Murray Van Nuys cept fishermen from its operation. The object of this
Chavez Herring Neely Wagner amendment is to take care of that exception, so that such 
Clark. Idaho lill Norris WalshemlyewilntbcordbyhatX
Clark. Mo. 
Connally
Davis 

Johnson, Calif. 
Johnson, Colo. 
La Follette 

Nye
O`Mahoney
Radcliffe 

Wheeler 

-NAY3-16 
Burke 
Byrd
Danahier 

Gillette 
Gurney
Hale 

King
Lo~dge
Smith 

Tydings
Vandenberg
White 

Gerry Holman Traft Wiley 
NOT VO'INGo-22 

Ashurst 
Bai'ey
Bankhecad 
Barkley
Bridges
Brown 

Caraway
Zlender 
Glass 
Holt 
Hughes
McCarran 

McNary
Overton 
Pepper
Pittman 
Reed 
Russell 

Shipstead
Smathera 
Tobey
Townsend 

So the committee amendment was agreed to. 
The PRESIDLNG OFFICER. The Clerk will state the next 

amendment reported by the committee. 
The next amendment was, on page 37, line 6, after the word 

"sixty-five", to insert "if performed prior to January 1, 1939", 
so as to read: 

(b) The term "employment" means any service performed after 
December 31, 1936. and prior to January 1, 1940, which was employ-
ment as defined In section 210 (b) of the Social Security Act prior 
to January 1. 1940 (except service performed by an individual after 
be attained the age of 65 if performed prior to January 1, 1939),
and any service, of whatever nature, performed after December 31. 
1939. by an employee for the person employing him, ir-respective of 
the citizenship or residence -of either, (A) within the United States, 
or (B) on or in connection with an American vessel under a con-
tract of service which Is entered Into within the UnIted States or 

during the performance of which the vessel touches at a port In the 
United States. if the employee Is employed on and In connection 
with such vessel when outside the United States, except-

The amendment was agreed to. 
The ncxt amendment was, on page 40, line 2. after the word 

"organization", to insert "exempt from income tax under sec. 
tion 101 (1) of the Internal Revenue Code", so as to read: 

(B) Service performed In the employ of an agricultural or horti­
cultural organization exempt from Income tax under section 101 (1) 
of the Internal Revenue Code. 

The amendment was agreed to. 
The next amendment was, on page 40, line 17, after the 

word "or", to insert "their"; and in line 20, before the word 
"employees", to insert "officers or", so as to read: 

(D) Service performed in the employ of a voluntary employees'
beneficiary association providing- for the payment of life, sick, acci­
dent, or other benefits to the members of such association or theirdependents or their designated beneficiaries, if (i) admis-sion to
membership In such association is limited to individuals who are 
officers or employees of the United States Government, and (ii) no 
part of the net earnings of such association inures (other than 
through such payments) to the benefit of any private shareholderor individual. 

Teaenmn a are o 
Teaedetwsare 	 o 
Te next amendment was, on page 42, line 6, after the 

word "State", to strike out "law." and insert "law;"; so as 
to read: 

(13) 	 Service performed as a student nurse in the employ of a 
or a nurses' training school by an individual who Is en­rolled 	and Is regularly attending classes In a nurses' training school 

chartered or approved pursuant to State law; and service performed 
as an Interne in the employ of a hospital by an individual who has 
completed a 4 years' course in a medical school chartered or ap­
poe usan oSaelw 

The amendment was agreed to. 
The next amendment was, on page 42, after line 6, to 

insert: 
(14) Service performed by an individual in the catching, taking,

harvesting, cultivating, or farming of any kind of fish, shellfish,crustacea. sponges, seaweeds, or other aquatic-forms of animaland vegetable life, or as officer or member of the crew of any 
sail vessel, or a vessel other than a 'sail vessel of less than 400 tons 

In the manner provided for determining the register
tonnage under the laws of the United States), while such vessel Isengaged In any such activity (Including preparation for, and 

epoeswl o ecvrdb httx
Mr. SCHWELLENBACH. I should like to know what rea­

son the committee has for excepting the employees of such 
companies? 

Mr. HARRISON. I will tell the Senator w)wat prompted 
me. 	 I presume the conditions in the locality which I have in 
mind are quite like those in many other localMties throughout 
the country where men dredge for oysters or gather shrimp.
The owner of a small vessel goes out with two or three per­
sons who may be his own sons or men he employs by the day. 
At one place in my State there are thousands of such small 
fishing vessels which would have to make tax reports to the 
Bureau of Internal Revenue. I think it would cause a great 
deal of confusion; I do not believe the benefits which would 
be obtained would be worth the disadvantages to those ena­
gaged in such business, and I do not believe It would be 
workable. So we excluded fishermen and officers and mem­
bers of the crew on a sail vessel or a vessel other than a sail 
vessel under 400 tons. 

Mr. SCHWELLENBACH. The limitation Is In the alterna­
tive, that is, an "or" and not an "and"? ~ HARRISON. Yes. 

Mr'. SCHWEILENBACH. I can appreciate the situationl 
which the Senator explains, However, that condition does 
not prevail in the fishing industry in many sections of the 

tyadi ayprso h nuty nohrwrs 
counr n nmn at fth nuty nohrwrs 
it Is one thing when the efforts are sporadic, and, Wa. thre 
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or four or five men go out in very small boats; but in a situ--
ation such as prevails in the Pacific Northwest, where thou-
sands Of People are taken by companies to Alaska, for ex-
ample, over a period of several months, a very different 
situation is Presented. I wonder if the Senator will agree 
that this might go over until tomorrow? It may be that 
I may be able to work out an exception.

Mr. HARRISON. Yes. I may say that If the people to 
whom the Senator is rcferring want to be covered by this 
insurance system, and he can properly frame the provision 
so that it does not include all the others operating small boats, 
I should be perfectly willing, so far as I am concerned, to 
accept it. 

Mr. SCHWELLENEACH. May the amendment go over 
until tomorrow? 

Mr. HARRISON. I ask that the amendment be passed 
over for the present.

The PRESIDING OFFICER. The amendment will be 
passed over. 

The clerk will state the next amendment reported by the 
committee,

The next amendment was, on page 42, after line 17, to 
insert: 

(15) Service performed by an individual under the age of 18 in 
the delivery or distribution of newspapers or shopping news, not 
including delivery or distribution to any point for subsequent de-
livery or distribution, 

The amendment was agreed to. 

The next amendment was, on page 43, line 11, after the 


word "performed", to strike out "for an employer", and in the 

same line, after the word "period", to insert "by an employee
for the person employing him", so as to read: 

(c) f te duing ne-alfor oreof ny ayhaderfrmesrvies 
(c)prfomedf te srvicsurig oe-haf o moe ofanypay 

period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall 
be deemed to be employment; but if the services performed during 
more than one-half of any such pay period by an employee for 
the person employing him do not constitute employment, then 
none of the services of such employee for such period shall be 
deemed to be employment. As used in this subsection the term 
"pay period" means a period (of not more than 31 consecutive days) 
for which a payment of remuneration is ordinarily made to the 
employee by the person employing him. This subsection shall not 
be applicable with respect to services performed in a pay period by 
an employee for the person employing him, where any of such 

servceb paagrahs eceptd() o subecton b).but 
b paagrahs eceptd() o subecton b).or 


The amendment was agreed to. 

scrvce 

The next amendment was, on page 44, line 4, after the 
I 

word "exceeds", to strike out "$50. and" and insert "$50 and 
does not exceed $250, and", so as to read: 

nsrane bneft"meas a aoun(e)Theter "rimry 	 eqal 
(e)the term "primaforyoinsuranc beei"masa muteul 

(1) (A) 40 percent of the amount of an Individual's average
montlyuchavergeageif ontly agedoesnotexced 50. 

morthl(B) ifg such average monthly wageeedsoes 40tpercentdo $50, 

plus 10Dpercent of the amount by which such average monthly 
wage exceeds $50 and does not exceed $250, and. -,The 

The amendment was agreed to. 
The next amendment was, on page 44, line 9, after the 

word "individual" and the period, to insert "Where the pri-
mary insurance benefit thus computed is less than $10, such 
benefit shall be $10.", so as to read: 

(2) An amount equal to 1 percent of the amount computed 
under paragraph (1) multiplied by the number of years in which 
$200 or more of wages were paid to such Individual. Where the 
primary insurance benefit thus computed Is less than $10. such 

beneft shll be$10.vidual's 
The amendment was agreed to. 

The next amendment Was, on page 44, line 14, after the 


word "the", to strike out "year" and insert "quarter"; in1 
line 16, after the word "by", to strike out "twelve" and in-
sert "three"; in the sgame line, after the word "of", to strike 
out "years" and insert "quarters"; in line 17, after the word 
"such", to strike out "year" and insert "quarter"; in line 18. 
after the word "any", to strike out "year" and Insert "quar-
ter": in line 19, after the word "the" where it occurs the 
first time, to strike out "Year" and insert "quarter"; In line 
20, after the word "than", to strike out "$200" and insert 

"$50"; and in line 21, after the word "wages", to strike out 
the semicolon and "but in no case shall such total wages be 
divided by a number less than 36" and insert "and any 
quarter, after the quarter in which he attained age 65. 
occurring prior to 1939", so as to read: 

(f) The term "average monthly wage" means the quotient ob­
talnied by dividing the total wages paid an individual before the 
quarter in which he died or became entitled to receive primary7
Insurance benefits, whichever first -occurred, by three times the 
number of quarters elapsing after 1936 and before such quarter in 
which he died or became so entitled, excluding any quarter prior 
to the quarter In which he attained the age of 22 during which 
he was paid less than 650 of wages and any quarter, after the 
quarter In which he attained age 65. occurring prior to 1939. 

The amendment was agreed to. 
The next amendment was, at the top of page 45, to strike 

Out: 
(1) (A) he attained age 65 prior to 1940. and 
(B) he has not less than 2 years of coverage, and
(C) the total amount of wagcs paid to him was not less than 

$600; or 
(2) (A) within the period of 1940-1945, inclusive, he attained 

the age of 65 or died before attaining such age, and 
(B) he had not less than I year of coverage for each 2 of the 

years specified In clause (0), plus an additional year of coverage, 
and 

(C) the total amount of wages paid to him was not less than 
an amount equal to $200 multiplied by the number of years 
elapsing after 1936 and up to and including the year In which 
he attained the age of 65 or died, whichever first occurred: or 

(3) (A) the total amount of wages paid to him was not less 
than $2,000. and 

(B) he had not less than 1 year of coverag- for each 2 of the 
years elarsing alter 1936, or after the year In which he attained 
the age of 21. whichever year is later, and up toa and including 
the year In which he attained the age of 65 ori died, whichever 
first occurred, plus an additional year of coverage and in no case 

less than 5 years of coverage; or 
(4) he had at least 15 years of coverage. 
As used in this subsection, the term "year" means calendar 

year. and the term "'year of coverage" means a calendar year In 
which the individual has been paid not less than $200 in wages. 
When the number of years specified in clause (2) (C) or clause 
(3) (B) is an odd number, for purposes of clause (2) (B) or 
(3) 	 (B), respectively, such number shall be reduced by one. 

And insert: 

(1) He had not less than one quarter of coverage for each two 
of the quarters elapsing after 1936. or alter the quarter In which 
he attained the age of 21. whichever quarter Is later, and up to 

excluding the quarter in which he attained the age of 65, 
died, whichever first occurred, and in no case less than six 

quarters of coverage: or 
(2) He had at least 40 quarters of coverage.
As used In this subsection, and in subsection (h) of this section, 

the term "quarter" and the term "calendar quarter mean a period 
of 3 calendar months ending on March 31, Junie 30, September 30. 
or December 31; and the term "quarter of coverage" means a 
calendar quarter in which the individual has been paid not less 

then $50 In wages. When the number of quarters specified ina 
paragraph (1) of this subsection is an odd number, for purposes 
of such paragraph such number shall be reduced by one. 

The amendment was agreed to, 
next amendment was, on page 47, line 9, after the word 

"who", to insert "either (1) is the mother of such individual's 
son or daughter, or (2)"1, so as to read: 

(I) The term "-wife"-means the wife of an Individual who either 
(1) is the mother of such individual's son or daughter, or (2) was 
married to him prior to January 1, 1939, or If later, prior to the date 

upon which he attained the age of 60. 
The amendment was agreed to,
 
The next amendment was, on page -47, line 15. after the
 

word "who", to insert "either (1) is the mother of such inUI­
son or daughter, or (2) "1, so as to read: 

(j) The term "widow" (except when Used In section 202 (g)) 
means the surviving wife of an individual who either (1) is- he 
mother of such Individual's son or daughter, or (2) was married *o 
him prior to the beginning of the twelfth month before the month 
In which he died. 

The amendment was agreed to. 
The next amendment was, on page 48, line 5, after the wo-d 

"in" where It occurs the second time, to strike out "cornice­
tion with"; in line 6, after the word "in",. to strike out "con­
nection with"; in line S. after the word "raising" to insert 
"shearing-"; In the same line. after the word "feeding", to 
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insert 'caring for, training"; and In line 10, after the ward 
"animials", to insert "and other wildlife", so as to read: 

(I) The term "agricultural labor" includes all service performed-
(1) On a farm, in the employ of any person In cultivating the 

soil, or In raising or harvesting any agricultural or horticultural 
commodity. Including the raising, shearing, feeding, caring for,. 
training, and management of livestock, bees, poultry, and fur-
bearing animals and other wucduife. 

The amendment was agreed to. 
The next amendment was, on page 48, line 11, after the 

ward"teant, toinsrt or theropeato"; n lie 1, ater 
the word "management", to insert "conservation, improve-
ment"; and in line 14, after the word "farm", to insert "and 
its tools and equipment", so as to read: 

(2) In the employ of the owner or tenant or other operator of a 
farm, in connection with the operation, management, conservation, 
improvement, or maintenance of such farm and Its tools and equip- 
rient, if the major part of such service is performed on a farm, 

The amendment was agreed to. 
The next amendment was, on page 48, line 21, after the 

word "cotton", to insert a comma and "or In connection
ditces, reer-anal,

with the operation or maintenance of dthsca lrer-
Voirs, or waterways used exclusively for supplying and storing 
water for farming purposes"; so as to read: 

or hrvesingof mple
(3) In connection with the production o avsigo al 

sirup or maple sugar or any commodity defined as an agricultural 
commodity In section 15 (g) of the Agricultural Marketing Act, as 
amended, or In connection with the raising or harvesting of mush-
rooms, or in connection with the hatching of poultry, Or in con-
nection with the ginning of cotton, or in connection with the 
operation or maintenance of ditches, canals, reservoirs, or water-
ways used exclusively for supplying and storing v.ater for farming 
purposes. 

The amendment was agreed to. 
The next amendment was, on page 49, line 1, after the 

word "handling", to inses't "planting"; so as to read: 
(4) In handling, planting, drying, packing, packaging, processing, 

freezing, grading, storing, or delivering to storage or to market or 
to a carrier for trans,.ortation to market, any agricultural or horti-
cultural commodity: but only if such service Is performed as an 
incident to ordinary farming operations or, in the case of fruits 
and vecetables, as an incident to the preparation of such fruits or 
vegetables for market. The provisions of this paragraph shall not 
he deemed to be applicable with respect to service perforrmed In 
connection with commercial canning or commercial freezing or In 
connection with any agricultural or horticultural commodity after 
its delivery to a terminal market for distribution for consumption, 

The amendment was agreed to. 
The next amendment was, under the heading "Title 111-

Amendments to 'Title III of the Social Security Act"; on 
page 51, line 18, after the word "administration" and the 
parenthesis, to strike out "other than those relating to selec-
tion, tenure of office, and compensation of personnel" and 
insert "including, after July 1, 1941, methods relating to the 
establishment and maintenance of personnel standards on a 
mnerit basis"; so as to read: 

SEC. 302. Section 303 (a) of such act is amended to read as 
follows: 

"(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 the Federal Unemployment Tax Act, includes pro-
vision for­

"(1) Such methods of administration (including, after July 1, 
1041. methods relating to the establishment and maintenance of 
personnel standards on a merit basis) as are found by the Board 
to be reasonably calculated to Insure full payment of unemploy-
meat compensation when due: and 

The amendment was agreed to. 
The cxtamedmetudertheheadng ~wa, 	 Tite 

Amendments to Title IV of the Social Security Act", oon 
page 53, line 25, after the word "administration' and the 
parenthesis, to strike out "other than those relating, to se-
lection, tenure of office, and compensation of personnel" and 
insert "including, after January 1, 1940, methods relating to 
the establishment and maintenance of personnel standards 
on a merit basis"; so as to read: 

SEC. 401. (a) Clause (5) of section 402 (a) of such act is 
amended to read as follows: "(5) provide such methods of ad-
ministration (including, after January 1. 1940. methods relating 
to the, establishment and maintenance of personnel standards on 

a merit basis) as are found by the Board to be necessary for the 
proper and efficient operation of the plan.' 

The amendment was agreed to. 
The next amendment was, on page 54, after line 15, to 

strike out: 
E 

S~. 402. (a) Effective January 1, 1940, subsection (a) of section 
403 of such act is amended by striking out "one-third" and Insert-
Ing in lieu thereof "one-hair', and paragraph (1) of subsection (b) 
of such section Is amended by striking out "two-thirds" and 
inserting In lieu thereof "one-half.' 

(b) Effective January 1, 1940, paragraph (2) of section 403 (b) 
o 	 uhati mne ora sflos 

The amendment was agreed to. 
The next amendment was, on page 54, after line 22 to 

strike out: 
SEC. 402. Effective January 1, 1940-­
(a) Subsection (a) of section 403 of such act Is amended to 

read as follows: 
"(a) From 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 January 1, 1940, an amount, which shall be 
used exclusively for carry'ing out the State plan, equal to one-half 
of the total of the sums expended during such quarter under such 
plan, not counting so much of such sums expended as aid to de­
pendent children for any month as exceeds *18 multiplied by the-
total number of dependent children receiving aid to dependent
children for such month." 

(b) ParagraSph (1) of subsection (b) of such section Is amended 
by striking out "two-thirds" and Inserting in lieu thereof "one­
half." 

()Prgah()o uscin()o uhscinI mne 
tco Pearasrp ()ofsbscio b o uoecins:amne 
toraasflw: 

The amendment was agreed to. 
The next amendment was, on page 56, line 12, before the 

word "who", to insert "or serving as an apprentice without 
remuneration". so as to make the section read: 

SEc. 403. Section 406 (a) of such act Is amended to read as 
follows: 

".(a) The term 'dependent child' means a needy child under the 
age of 10, or under the age of 18 if found by the State agency to be 
regularly attending school or serving as an apprentice without 
remuneration, who has been deprived of parental support or care 
by reason of the death, continued absence from the home, or physi­
cal or mental Incapacity of a parent, and who is living with his 
father, mother, grandfather, grandmother, brother, sister, step­
father, stepmother, stepbrother, stepsister, uncle, or aunt, In a 
place of residence maintained by one or more of such relatives as 
his or their own home," 

The amendment was agreed to. 
The PRESIDING OFFICER. Without objection, the 

amendments to title V will be considered en bloc. The 
amendment will be stated, 

The amendments to title V were, on page 56. line 20. after 
the word "to", to strike out "title V" and insert "titles V 
and VI"; on page 56, after line 21, to insert, 

SEC. 501 . Section 501 of such act Is amended by striking out 
"$3,800,000" and inserting in lieu thereof "$5,820,000." 

At the top of page 57, to Insert: 
Sac. 502. (a) Subsection (a) of section 502 of such act Is amended 

by striking out "'$1,800.000" and inserting In lieu thereof "*2,800,000." 
(b) Subsection (b) of such section 502 is agiended by alrilting 

out '*980.000" and Inserting in lieu thereof '41l,980.000." 

On page 57, line 7, to change the section number from 501 
to 503. and in line 9, after the word "administration" and the 
paenthesis, to strike out "other than those relating to selec­
tipa eueoforcadcopnaino 	 pronl n 
totnr fofcadcmesto 	 fpronl n 

insert "including, after January 1, 1940, methods relating to 
the establishment and maintenance of personnel standards 

Onpagmerit basis." lie1-t nettefoigscin 
OnC pag05. afcternline14 to inserat thaenfollowin setrion: u 
Sac. 504.00 Setind 511rin of siuc atheiso amened8 bstikinOou 

"28000 n netn nle hro *,7,0. 
On page 57, after line 17, to insert the following section: 
SEC. 505. (a) Subsection (a) of section 512 of such act Isamended 

by striking out the words "the remainder" and Inserting In lieu
teef"*1,830.000."

(b) Such section Is further amended by inserting after subsection 
(a) 	the following new subsection: 

-(b) Out of the sums appropriated pursuant to section 511 for 
each fiscal year the Secretary of Labor ashal allot to the States 
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*1.000,000 (in addition to the allotments made under subsection 
(a) ), according to the financial need of each State for assistance 

In carrying out its State plan, 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 coat of 

furnishing such aervices to them." 

(C Subsection (b) of such section 512 is amended by striking 
out the letter "(b)" at the beginning thereof and Inserting In lieu 
thereof the letter "(c)." 

cangOnpge o 8, ine10, th secionnumer rom
0, ineOn pge o8,cangethesecion umbr fom 

502 to 506, and in line 12, after the word "administration " 
and the Parenthesis, to strike out "other than those relating 
to selection, tenure of office, and compensation of personnl"ne" 
and insert "including, after January 1, 1940, methods relat-
Ing to the establishment and maintenance of personnel 
standards on a merit basis." 

On pge 8,17 fterlin fllowngtoinset te ecton:
On pge 8, 17 fterlin fllowngtoinset te ecton: 

SEC. 507. (a) Subrection (a) of section 514 of such act Is amended 
by striking out "-section 512" and inserting in lieu thereof "sectlion 
512 (a)."

(b Such section 514 is further amended by Inserting at the end 
thereof the followIng new subsection: 

"Ic) 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 allotment available under section 512 (b), and the Secretary of 
the Treasury shall, through the Division of Disbursement of the 
Trcasury Department, and prior to audit or settlement by the Gen-
eral Accounting office, make payments of such amounts from such 
allotments at the time or times specified by the Secretary of Labor." 

ater ut:asOnine6,pge t5, stike 
6,tofterlinsrik 

Sac. 503. Section 531 (a) of such act Is amended by striking out 
"$1,938,000" and inserting in lieu thereof '12.938,000.'" 

On page 59, after line 8, to insert: 
SEc. 508. (a) Section 531 (a) of such act Is amended by 

On pge 9, ou: 

(1) Striking out 811.938,000" and inserting In lieu thereof 
`*4,000.000."'

(2) Striking out '"$5.000" and inserting in lieu thereof, "*15.000. 
(3) Inserting after the word "Hawaii" the following: "and iuer'to 

Rico, respectively."
(4) Inserting before the period at the end thereof a colon and 

the following: "Prorvided, That the amount of such sums appor-
tioned to any State for any fiscal year shall be not less than *30.000." 

(b) Section 5331 (b) of such act is amended by striking out 
"$102,000" 	and Inserting in lieu thereof "*150.000." 

Onlinpge229,toInsrt:thefte 
OnEpag 509,aecternl6ne 22.c ctIiesert:eebto mne 

flosac:0.Scin61o uhatI eeyaeddt eda 
"Sac. 601. For the purpose of assisting States, counties, health 

districts, and other political subdivisions of the States in estab-
lishing 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 ending June 30, 1940, the sum of *12.000,000 
to be used as hereinafter provided." 

So as to make the title read: 
7trLE V-AME5MD5ENTS TO TrrM V A" VI OF TMSCLSCR 

ACT 
Sac. 501. Section 501 of such act Is amended by striking out 

"$3.80G.000" and inserting In lieu thereof "*5,820.000." 
fire. 502. (a) Subsection (a) of section 502 of such act Is amended 

by striking out "*1,800.000" and Inserting in lieu thereof "*2.800.000.". 
(b) Subsection (i,) of such section 502 is amended by strikeing 

out "*550,000' and inserting in lieu thereof "81.980,000." 
SEc. 503. Clause (3I) of section 503 (a) of -such act Is amended to 

read as fellows: "(3) provide such methods of administration (in-
eluding, after January 1, 1940. methods relating to the establish­
ment and maintenance of personnel standards on a merit basis) as 
are necessary for the proper and efficient operation of the plan." 

SEC. 504. Section 511 of such act Is amended by striking out 
"82.850.000" and inserting in lieu thereof "*$3.870.000."1 

SEC. 505. (a) Subsection (a) of section 512 of such act Is amended 
by striking out the words "the remainder" and inserting in lieu 
thereof "$1,830,000." 

(b) Such section is further amended by Inserting after sub-
section (a) the following new subsection: 

"(b) out of the stums appropriated pursuant to section 511 for 
each fiscal year the Secretary of Labor shall allot to the States 
*1.000.000 (in addition to the allotments made under subsection 

(a)), a~ccording to the financial need of each State for assistance 

In carrying out Its State plan. as determined by him after tak­
ing 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."h 

(c) Subsection (b) of such section 512 Is amended by stik-
Ing out the letter "1(b)" at the beginning thereof and Inetn

In leu tereo thleter -Q.-870,000 

Szc. 806. Clause (3) of section 513 (a) of such act is amended 
to read as follows: *'(3) provide such methods of administration 
Including, after January 1. 1940, methods relating to the estab­
lishment und maintenance of personnel standards on a merit 
basis) as are necessary for the proper and efficient operation of 
*h. plan." 

Src. 507. (a) Subsection (a) of section 514 of such act Is 
amended by striking out "section 512", and Inserting In lieU 
thereof "section 512 (a)." 

(b) Such section 514 is further amended by Inserting at the
end thereof the following new subsection: 

"1(c) 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 allotment available under section 512 (b). andthe'Secretary of the Treasury shall, through the Division of Dis­
bursement of the Treasury Department. and prior to audit or set­
tlement by the General Accounting Office, make payments of such 
amounts from such allotments at the time or times specifltci by 
the Secretary of Labor."

SEc. 508. (a) Section 531 (a) of such act is amended by­
(1) Striking out "81.938.000" and inserting in lieu thereof 

"*4.000.000." 
(2) Striking out "*5.000" and inserting in lieu thereof "*15.000." 
(3) Inserting after the word "Hawaii" the following: "and Puerto 

Rico, respectively."
(4) Inserting before the period at the end thereof a colon 

and the following: '"Provfded, That the amount of such sm 
apportloned to any State for any fiscal year shall be not less 
than *30.000."' 

(b Section 531 (b) of such act Is amended by striking oUt 
"*$102.000" and Inserting in lieu thereof "*150.000." 

Sac. 509. Section 601 of such act is hereby amended to read 
follows: 

"Sac. 601. For the purpose of assisting States, counties, bealth 
districts, and other political subdivisions of the States in estab­
lishing and maintaining adequate public-health services, includ­
ing 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 ending June 30. 1940, the sum of 
*lO$ 0 obeue shriafe rvdd. 

Mlr. LA FOLLETT. Mr. President. the amendments at 
the bottom of page 56 and following have to do with in­
creased authorizations for appropriations for maternal and 
child health, vocational rehabilitation, and public health. 
as authorized In the original Social Security Act. The 

committee heard testimony from Miss Lenroot, Chief of 
the Children's Bureau, and Dr. Eliot, Assistant Chief of 

Children's Bureau; Dr. Thomas Parran, Surgeon Glen­
eral, and those interested in vocational rehabilitation. The 
increases In the authorization are as follows: 

First. Two million and twenty thousand dollars Is added 
for grants to States for maternal and child-health services 
in amendments to title V. part 1, section 502. 

One million and twenty thousand dollars of this stum is 
added to subsection 502 (a) to be matched in the ratio of 
one-half Federal and one-half State funds, $20,000 being 
added to cover the flat annual grant to Puerto Rico which 
has been designated as a State in an sarendment to title XI. 
and $1,000,000 is added to subsection 502 (b) so that a total 
of $1,980,000 instead of $980,000 will be available for allot­
ment by the Secretary of Labor, without matching accord­
ing to the financial need of each State for assistance in 

carrying out its State plan after taking into consideration 
the number of live births in such States. 

The total amount authorized for grants to States annually 
for maternal and child-health services will then be $5,­

820,000 as compared with $3,800,000 in the present act. 
Second. One million and twenty thousand dollars Is added 

for grants to States for services for crippled chidren in 
amendment to title V. part 2, section 512. 

Of this sum, $1,000,000 is added in a new subsection 512 
(b) to provide a 	fund for allotment to the States (without 
a requirement for matching) on the bas!s of the financial 

need of each State for assistance in carrying out its State 
plan. Grants to the States under the act at present must be 
matched in full by the States. 

Of this sum $20,000 is added to provide a fiat annual allot-

meat to Puerto Rico since an amendment to title XI desig­
nated Puerto Rico as a State. 

oa mutatoie frgat oteSt! n 
alle tota amounte aftor ippled for grant to thenStaes an­

nUalyfrsrie o rpldcide ilte e$. 
as compared with $2,850,000 -in the present act. 
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Third. Flour million dollars Increase is authorized for voca-

tional rehabilitation. 
F'ourth. Four million dollars increase is authorized for 

public health. 
I do not desire to take up the time of the Senate in going 

Into the details of the testimony which was adduced before 
the committee in support of these amendments. I Will Say, 
however, that the testimony impressed the members of the 
committee who heard the statements with the urgent need 
for the modest increases in the authorizations to take care of 
child health, maternal care, and crippled children. The 
statements so impressed the committee that, as I remember, 
there were very few votes in the committee against the 
amendments. 

This service, Mr. President, Is greatly needed, as has been 
demonstrated by the testimony of both Miss Lenroot and Dr. 
Eliot. These funds are being used in an effort to reduce the 
very high maternal and child death rate in the United States, 

The States, in setting up their plans under this title of the 
Social Security Act, have thus far more, largely formulated 
them so as to take care of the more urban areas. These 
funds, if they shall be provided by an appropriation in case 
this authorization increase is allowed, will largely go to help 
bring the same kind of efficient service which Is now being
rendered in some of the urban areas of this country to the 
rural population of the United States, where there Is more 
need for it. or at least as much need, for it, as there Is in 
the highly congested centers of the UJnited States. In the 
highly congested centers there are available hospital facull-
ties and other facilities which are not available in many of 
the rural areas of the United States. 

The testimony of Dr. Parran was conclusive on the point
of urgent nced for increased funds for public health. Tuber-
culosis, pneumonia, and cancer are diseases which increased 
funds will enable the Public Health Service to augment their 
work to lessen their toll. 

Good work is being done In vocational rehabilitation; thus 
in creased funds will make it possible to enlarge this activity.

The only justification for my taking a moment of the Sen-
at' ieonteeaenmnsI ta at h EOD
at' tm o heeamnmetha teREODi wn 

to show that the Senate of the United States paused long 
enough to understand what was Involved in the amendments; 
and then I want a test of the Senate upon them, in order that 
we may show that they were not casually passed over by this 
body. 

On the amendments I ask for the yeas and nays. 
The PRESIDING OFIFICER. The question is on agree-

ing en bloc to the amendments to title V. beginning in line 
20, page 56, and ending in line 8. page 60. On that question 
the yeas and nays have been demanded. Is the demand 
seconded? 

The yeas and nays were ordered, and the legislative clerk 
called the roll, 

Mr. AUSTIN. The Senator from New Hampshire [Mr. 
ToBEY] has a general pair with the Senator from Florida 
[Mr. PEPPER], 

Mr. McKELLAR (after having voted in the affirmative), 
I have a pair with the Senator from Delaware [Mr. TOWN-
SEND]. I transfer that pair to the Senator from Louisiana 
[Mr. ELLENDERI, and will allow my vote to stand. 

Mr. SHIPSTEAD. I have a Pair with the senior Senator 
frem Virginia [Mr. GLASS]. I am not Informed how he 
wculd vote on this question. I therefore withhold my vote, 
If at liberty to vote I should vote "yea.", 

Mr. HARRISON (after having voted in the affirmative), 
I have a Pair with the senior Senator from Oregon [Mr. 
McNARY]; but I understand that If he were present he would 
vote as I have already voted, so I will let my vote stand. 

Mr. MINTON. I announce that the Senator from Arizona 
[Mr. AsHURST] and the Senator from New Jersey [Mr. 
SMATHERS] are detained from the Senate because of illness 
In their famnilies. 

The Senator from North Carolina [Mr. BAILEY], the Sena-
tor from Alabama [Mr. BANKsmzin, the Senator from Mich-
Igan [Mr. BRowN]l, the Senat,6r 'from Arkansas [Mrs. 
CARAWAY], the Senator from Virginia [Mr. Gx~w.as the 

Senator from Delaware [Mr. HUGH Es1, the Senator from 
Nevada [Mrt. MCCARRANI, the Senator from Florida [Mr. 
PEPPER], and the Senator from Georgia [Mr. RUSSELL] are 
absent on important public business. 

The Senator from Kentucky [Mr. BARKLEY], the Senator 
from Nebraska [Mr. BuRczE * the Senator from Virginia [Mr. 
BYRD), the Senator from Idaho [Mr. CLARK], the Senator 
from Pennsylvania [Mr. GUFFEY], the Senator from Ar­
kansas [Mr. MILLER], the Senator from Louisiana [Mr. 
OVERTON], and the Senator from Nevada [Mr. PITTMANe1 are 
detained In various Government departments on matters 
pertaining to their respective States. 

The Senator from Texas [Mr. CONNALLY] and the Senator 
from Kentucky [Mr. LOGAN) are detained in important comn­
mittee meetings, 

The. Senator from Rhode Island [Mr. GERRY] and the 
Senator from South Carolina [Mr. Si~xTH] are necessarily 
detained. 

The Senator from Louisiana [Mr. ELLENDER] and the 
Senator from West Virginia [Mr. HOLT] are conducting 
hearings In the Committee on Education and Labor. 

The resalt was announced-yeas 59. nays 4. as follows: 
TPS5 

Adams Downey Lee Sheppard 
Andrews Frazler Lucas Slattery
Austin George Lundeen Stewart
Barb~our Gibson McKellar Taft 
Bhlbo Gillette Maloney Thomas. Okla. 
BoeGreenMa Toa, UtahL 
Bulow Harrison Murray, Tydings 
Byrnes Hatch Neely Van Nuys
Capper Hayden Nye WagnerChavez Herring O'Mahoney Walsh 
Clark. MO. HUIl Radcliffe Wheeler 
Danaher Holman Reynolds White
Davis Johnson. Colo. Schwartz Wiley 
Donahey LA Fnloetto Schwellenbach 

NATS-4 
Haloi Kng Lodge Vandenberg 

NoT vO'rING-3 
Ashurst Clark. Idaho Logan Russell 
Bailey Connally McCarran ShIpatead
Bankhead Ellender McNary Smathers
Barkley Gerry Miller Smith 
Bridges Glass Norris Tobey 
Brw Guirey Overton Townsend
Burke Holt Pepper
Byrd Hughes Plttman 
car5.way Johnson, Calif. Reed 

So the amendments of the committee to title V were 
agreed to en bloc. 

Mr. REYNOLDS. Mr. President, we are now engaged in 
a study of the question of social security. Earlier in the day 
I heard the distinguished senior Senator from Pennsylvania 
[M~r. DAVIS I make use of the word "unemployment," and I 
know of no better time to bring to the attention of this 
distinguished body the fact that, in my opinion, the finest 
security, social or otherwise, we could poissibly provide the 
American people would be to afford American jobs for Amer­
ican citizens, particularly in view of the condition that today 
between eleven and twelve million God-fearing American 
men and women are walking the streets In search of honest 
employment. 

In addition to that, statistics show that there are approxi­
mately 26.000,000 people working only part time, by which 
I refer to those who are engaged only a few hours out of 
each day, a few days out of each week, or 1 or 2 weeks 
out of each month. 

Then there are 3,000,000 people upon the W. P. A. rolls 
of this country, and we shall probably give further considera­
tion to their situation during the present week. 

There are also 300.000 fine young men In the C. C. C. 
camps; and a, hundred thousand more who are seeking 
admsin 

There are 4,000,000 people working for the Flederal Glov­
ermient, the 48 State governments, the more than 3.203 
counties, the more than 10,000 incorporated municipalitles, 
in the form of hamlets, cities, and towns. 

During the past month more than 700.000 boys and girls 
were graduated from the high schools and universities of 
the country, and we all know that under present conditions 
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only one out of every three of those fine boys and girls will 
be able to secure a position, 

For these reasons I am very happy at this hour to have 
thle opportunity of bringing to the attention of the Members 
of the Senate a clipping from one of the New York papers, 
which was mnailed to me a few days ago, which will give a 
general idea, at least, of the deplorable conditions existing at 

thistun.to Iwis to enae. hiseadtheclipin he
thistim.to Iwis to enae. hiseadtheclipin he 

is from the columns of the New York Sun of Wednesday. 
July 5, 1939, in the great metropolitan city of New York. 

The aptin reds:$3,000
The aptin reds:in 

Fifty-eight jobs In all sought by '7.000--Some wait all night for 
doors to open-Misapprehensions are many-CiOvil Service Board 
beteiged for chauffeurs' places. 

I may state that the article Is accompanied by a reprint of 
a photograph, evidently made by the news photographer, 
showing young and old assembled in the armory, more than 
7,000, in an endeavor to secure 1 of 58 Jcbs. The article 
reads: 

A queue that included more than 1.000 persons, some of whom 
had been In place since 7 o'clock last night, was on hand today 
When the municipal civil-service commission opened Its doors at 
90 Duane Street today to give out applications for jobs as automo-
bile enginemen.

Such was the rush for jobs, of which about 53 paying from 
61.200 to $1,600 a year are now open, that it was estimated that 
'7.000 applications had been given out during the day. 4.000 of 
them In the first hour and a hailf.hanothrihudrtepvsosofhelnorytm

Extra policemen were on hand to keep the job seekers In line 
but there was no disorder. Even with the long wait the men were 
In good humor and once the office had opened the line moved 
rapidly.

Commissioner Wallace S. Sayre attributed the line to miscon-
ception on the part of applicants, most of whom felt that It was a 
case of first come first served. These jobs, however, are In the 
competitive class and are filled after an examination has been 
held. 

To qualify as an automobile engineman, one must be not more 
than 40 years old, have a chauffeur's license and be able to make 
minor repairs and adjustments, clean, oil, and maintain In good 
moving condition automobiles intrusted to him and assist in load-
Ing and unloading as required,

One man, Angelo Cirinialdo, of 34 Snedeker Avenue. the Bronx, 
reached the commission's office at 5 p. m. yesterday to be first In 
line but, seeing nobody there, left, When he returned at 11: 30 
he found a number ahead of him. He and other early birds said 
that the real rush did not begin until after daylight this morn-
Ing.

When the door was open, the waiting applicants were allowed 
In 10 at a time until the peak of the rush had been passed. Se,-
eral wcmen were In line, some seeking to qualify on their own 
account and others seeking applications for their husbands, 

There were 7,000 God-fearing men and women in the City 
of New York alone assembled in the armory in that great 
metropolitan area the night before the applications were to 
be received the following morning, 7.000 seeking only 53 job. 

The VICE PRESIDENT. The clerk will state the next 
amendment reported by the Committee on ]Finance,

The next amendment was, under the heading "Title V1 

Amendments to the internal Revenue Code", on page 61, line 
6, before the word "Section", to Insert "(a"; and aifter 
line 14, to insert: 

(b) Such section 1401 is further amended by adding at the end 
thereof the following new subsection: 

"(d) Special refund: If by reason of an employee rendering 
service for more than one employer during any calendar year after 
the calendar year' 1939, the wages of the employee with respect to 
employmnent during such year exceed *3.000, the employee shall 
be entitled to a refund of any amount of tax, with respect to such 
wages, imposed by section 1400, deducted from such wages and 
paid to the collector, which exceeds the tax with respect to the 
first *3.000 of such wages paid. Refund under this section may 
be made In accordance with tho provisions of law appllcable in 
the case of erroneous or illegal collection of the tax; except that 
no such refund shall be made unless (1) the employee makes a 
claim, establishing his right thereto, after the calendar year lIn 
which the employment was performed with respect to which re-
fund ot tax is claimed, and (2) such claim Is made within 2 years 
after the calendar year In which the wages are paid with respect 
to which refund of tax Is claimed. No interest shall be allowed 
or paId with respect to any such refund." 

So a toecton rad:States,aketheSo aecton rad:suchaketheto 
SrA. 602. (aL)Section 1401 (c) of the Internal Rievenue Code Is 

amended to read as follows: 
".(c:) Adjustments: If more or less than the correct amount of 

tax Impse by section 1400 Is paid with respect to amy syment cc 
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remuneration, proper adjustments, with respect both to the tax and 
the amount to be deducted, shall be made, without interest. in such 
manner and at such times as may be prescribed by regulations made 
under this subchapter."1 

(b) Such section 1401 is further amended by adding at the end
thereof the following new subsection: 

(d) Special refund: If by reason of an employee rendering serv­
ice for more than one employer during any calendar year after the 
calendar year 1939, the wages of the employee with respect to em­
ployment during such year exceed $3,000. the employee shall be
entitled to a refund of any amount of tax, with respect to such 
wages, imposed by section 1400. deducted from such wages and paid 
to the coleIctor. which exceeds the tax with respect to the first 

of such watges paid. Refund under this section may be made
accordance with the provisions of law applicable In the case of 

erroneous or Illegal collection of the tax; except that no such 
refund shall be made unleass (1) the employee makes a claim. estab­
lishing his right thereto, after the calendar year In which the em­
ployment was performed with respect to which refund of tax in 
claimed, and (2) such claim Is made within 2 years after the cal­
endar year In which the wages are paid with respect to which 
refund of tax Is claimed. No interest shall be allowed or paid with 
rsett n uhrfn. 

The amendment was agreed to. 
The next amendment was, on page 65, line 14, before the 

word "or", to insert "or annuities"; and on line 18, after the 
word "disability", to insert a com-ma and "or (D) death, pro­
vided the employee (I) has not the option to receive, instead 

of provision for such death benefit, any part of such payment 
or, If such death benefit is Insured, any part of the premiums 
(or contributions to premiums) paid by his employer, and (ii) 

hanoteritudrhepvsosofhelnorytm 
or policy of insurance providing for such death benefit, to 
assign such benefit, or to receive a cash consideration In lieu 
of such benefit either upon h~s withdrawal from the plan or 
system providing for such benefit or upon termination of such 

Plan or system or policy of insurance or of his employment
with such employer', so as to read: 

Sec. 1426. Definitions, 
When used in this subchapter­
(a) Wages: The term "wages" means all remuneration for em­

ployment, Including the cash value of all remruneration paid in any 
medium other than cash; except that such term shall not llnclude-m 

(1) 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: 

(2) The amount of any payment made to, or on behalf of, an 
employee under a plan or system established by an employer which 
makes provision for his employees generally or for a class or classes 
of his employees (including any amount paid by an employer for 
Insurance or annuities, or Into a fund, to provide for any such pay­
mient), on account of (A) retirement, or (B) sick~ness or accident 
disability, or (C) medical ansi hcspitallization expenses in connec­
tion with sickness or accident disability, or (D) death, provided the 
employee (i) has not the option to receive, instead of provision for 
such death benefit, any part of such payment or, if such deathbenefit is Insured, any part of the premiums (or contributiens to 
'premiums) paid by his employer, and (ii) has not the right, under 
the provisions of the plan or system or policy of insurance pro­
vid-ing for such death benefit, to assign such benefit, or to receIve 
a cas consideration in lieu of such benefit either upon his with­
dirawal from the plan or system providing for buch benefit or upon 
termination of such plan or systema cr policy of Insurance or of hais 
employment with such employer;

(3) The payment by an employer (without deduction frcm the 
remuneration cf the employee) (A) of the tax Imposed upon an 
employee under section 1400 or (B) of any payment required from 
an employee under a State unemployment compensation law; or 

(4) Dismissal payments which the employer Is not legally re­
quired to make. 

The amendment was agreed to. 
The next amendment was, on page 67, line 2, before the 

word "Of", to strike out "(I)" and Insert "(h) ", so as to reaid: 

(b) Employment: The term "employment" means any service 
performed prior to January 1. 1940. which was employment as de­
fined In this section prior to such dapte, and any service, of what­
ever naturs, performed after December 31, 1939, by an employee 
for the person employing him, irrespective of the citizenship or 
residence of either, (A) within the Unitcd States, or (B) on or in 
connection with an American vessel under a contract of service 
which Is entered Into within the United States or during the per­
formance of which the vessel touches at a port in the United 

If the employee is employed on and in connection with vessel when outside the United States, except-. 
(1) Agricultural labor (as defined In subsection (is) ot this 

eu)
eto)
The amendment waM agreed to. 
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The next amendment was, on page 69, line 8, after the 

word "organization", to insert "exempt from income tax 
under section 101 (1) "1, so as to read: 

(133 Service performed In the employ of an agricultural or horti-
culturu.l organization exempt from income tax under section 101 
(1). 

The amendment was agreed to. 
Tlhe next amendment was, on page 69, line 23. after the 

t anwordor,"dpenentinert he ord"thir" on 
wordor""dpenenttoinsrt he ord ther";andOfl 

line 25, after the word "are", to insert "officers or ", so as to 
read: 

(D) Service performed in the employ of a voluntary employees'
beneficiary association providing for the payeto.iesc.ac-
dent, or other benefits to the members of such association or their 
dependents or their designated beneficiaries, If (i) admission to 
membership in such association Is limited to individuals who are 
officers or employees of the United States Government. and (ii) 
no part of the net earnings of such association inures (other than 
through such payments) to the benefit of any private shareholder 
or Individual. 

The amendment was agreed to. 
The next amendment was, on page 71, line 12, after the 

word "State", to strike out "law." and insert "law;", so as 
to read:isto read:servant); 

(13) Service performed as a student nurse in the employ Of a 
hospital or a nurses' training school by an individual who Is en-
rolled and is regutarly attending classes in a nurses' training
school chartered or approved pursuant to State law: and service 
performed as an interne in the employ of a hospital by an indi-
vidual who has completed a 4 years' course In a medical school 
chartered or approved pursuant to State law; 

The amendment was agreed to. to 
ThI-e next amendment was, on page 71, after line 12. to 

Insert:(d)
(14) Service performed by an Individual in the catching, taking,

harvesting, cultivating, or farming of any kind of fish, shellfish, 
crustacea, sponges, saaweeds, or other aquatic forms of animal 
and vegetable life, or as officer or member of the crew of any
sail vessel, or a vessel other than a sail vessel of less than 400 
tons (determined in the manner provided for determining the 
register tonnage under the laws of the United States), while such 
vessel Is engaged In any such activity (including preparation for, 
and unloading after, any such activity); ormet 

(15) Service performed by an Individual under the age of 18 
In the delivery or* distribution of newspapers or shopping news, 
not including delivery or distribution to any point for subsequent
delivery or' distribution. 

Mr. LA FOLLETTE. Mr. President, let me ask the Sena-
tor from Mississippi whether or not this amendment should 
not go over with the other amendment which was passed 
over? 

Mr. HARRISON. Mr. President, I was about to make the 
statement that the Senator from Washington has with-
drawn his objection to the other amendment, and I was 
about to ask that we recur to the amendment on page 42. 
Line 7, and have that amendment adopted. The objection 
raised by the Senator from Washington has been with-
drawn, and he understands the situation thoroughly. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment on page 71. beginning with line 13. 

The amendment was agreed to. 
The VICE PRESIDENT. The Senator from Mississippi 

now asks that the Senate recur to the amendment on page 
42, line 7. 

The CHIEF CLERKC. On page 42, after line 6, it is proposed 
to insert the following: 

(14)Sericeperfrme in atcingtakng,byan idivdua he 
h14rverting, cultivating or farmng ofdvidany kInd ofe facish, shellish, 

carustacaisogesewes,corutheiaqaticg rfrigo n formsof animahl andh 
vegetablea lifnes,o easwffcr. ormember aqfathe corew of anyisail vsan, 
oreaevele lie othr tan afiesor vessel of lesthecwofany40 tons (desser-
mined in the manner provided for determining the register tonnage
under the laws of the United States), while such vessel is engaged
in eny such activity (including preparation for, and unloading
after, any such activity): or 

(15) Service performed by an Individual under the age of 18 In 
the delivery or distribution of newspaper oshpignwot

incudigdlieror istibtio toan shpointgo nesubsqunot
Icuigdelivery or distributiont n on frsbeun 

delieryor istibuon.and 
The amendment was agreed to. 

The extamedmet o pae 7, l~e 1, aterthewa,
The ext on age 2, ine 6.menmentwas ftert 

'Word "Performed". to strike out "for an employer"; and in 

line 17, after the word "period", to insert "by an employee 
for the person employing him", so as to read: 

(C) Included and excluded service: if the services performed 
during one-half or more of any pay perlod by an employee for the 
person employing him constitute employment, all the services of
such employee for such period shall be deemed to be employment;
but if the services performed during more than one-half of any 
such pay period by an employee for the person employing him do 
not constitute employment, then none of the services of such 
emplcyee for such period shall be deemed to be employment. As 
used In this subsection the term "pay period" means a period (of 
not more then .il consecutive days) for which a payment of re­
muneration Is ordinarily made to the employee by the person em­ploying him. T3his subsection shall not be applicable with respect 
to services performed In a pay period by an employee for the person
employing him, where any of such service Is excepted by paagr~aph
(9) of subsection (b). 

The amendment was agreed to. 
The next amendment was, on page 72. line 21, after the 

word "corporation" and the period, to strike out: 
It also includes any individual who. for remuneration (by way of 

commission or otherwise) under an agreement or agreements con­
templating a series of similar transactions, secures applications or 
orders or otherwise personally performs services as a salesman for a 
person In furtherance of such person's trade or business (but who 

not an employee of such person under the law of master andunless (1) such services are performed as a part of such 
Individual's business as a broker or factor and, In furtherance of 
such business as broker or factor, simiilar services are performed for 
other persons and one or more employees of such broker or factor 
perform a substantial part of such services, or (2) such services 
ure not In the course of suchi Individual's principal trade, business. 
or occupation.

(e) Employer: The term "employer" Includes any person for 
whom an Individual performs any service of whatever nature as his 
employee. 
So as to read: 

Employee: The term "employee' Includes an officer of a 
corporation. 

Mr. DANAHER. Mr. President, I was unable to hear the 
Senator from Mississippi when he spoke, as I understood, 

with rfrnet h mnmn npg 2 ie2.Wl 
the Senator please tell what happened to that amendment? 

Mr. HARRISON. Mr. President, we struck out the amend­
wihteHueadptnhcharedaefiio

metwihheHueadptnhcharedaefnio
of employee covering salesmen who are not employees. We 
also propose an amendment at another place In the bill 
wh~ch expressly excludes from the unemployment Insurance 
tax agents of insurance companies who work on commission-, 
solely on Commission. 

Mr. DANAHER. Mr. President, does this apply also to 
self-employed persons generally? Are they also now 
exempt? 

Mr. HARRISON. They are not covered. 
Mr. DANAHER. Mr. President, will the Senator yield 

further? 
Mr. HARRISON. I yield. 
Mr. DANAHER. I ask unanimous consent to have in­

serted in the RECORD at this point, ag part of my remarks, a 
very full and complete letter dealing with this general sub­
ject which I feel is of such value that it should be perpetu­
ated in the RECORD for the examination of alL. 

There being no objection, the letter was ordered to be 
printed in the REcoaD, as follows: 

Tv FULE ]BUH CO. 
Hartford, Conna, Junse If, 1939., 

Hon. JoHN A. DANArM.
 
United States Senate, Washington,. D. C.
 

DEAR Stn: There is a propcsed amendment to the Federal Soetial 
Security Act before the Senate under which the term "employee' is-
redefined to include independent contractors or dealers. The 
amendment Is to section 1101 (a) substituting a new paragraph 
(6).dWe fxeineel ude sa h ifclistathatyu bunamiliarewt, 
wlowuld be exeiveneyundore thits amendmurent. rs 

Allo usletnogieyou some factseabout ouardalters:dfreo C 
Tedae nosteidpnetcaatradfedmo i 

business; prizes his status as a local businessman, for he has nO 
boss, does not punch a time clock, fixes his hours of labor and his 
hours of leisure, and no one tells him when, how, or where he should 
work. Each day he makes his own decision as to what he will do 

how he will do it. He negotiates business with his customers, 
trades and barters with them, makes special inducements for them 
to buy, throwing In articles or making Special prices to get larger
orders. Some weeks he buys merchandise from us and some weeks 
Ohredoes not. We do not know Whether he Is selling or not seling 
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FreuentY he .ust stop bying and it Is weeks before we hear The next amendment was, on page 74, in line 4, before thefrmihsmtime mont. Some dealers use automobiles In word "cutvtn" osrk u cneto ih;i htheir business. others doa not. Some advertise, some do not. Somecutvintosreot"oncinwth;nth
dealers are engaged In selling brushes as a part-time business. For
the balance Of their time they are otherwise engaged or employed,
Somne are also selling other lines of merchandise, We do not knowwhen they are selling our merchandise or sellting the merchandiseof another company or engaged In activities af their own,

The dealers buy merchandise from us at wholesale prices. We doa 
renot payteioany aecmisino te.io aay

rmnrto.The differensce between the price a. dealer receives
from, his customer and the price he pays us. loss his expense of
selling. taxes, and credit losses, is his profit, the amount of which 
we do not know. We have no pay roll for dealers. 

Since we do nat know how much the dealers' profits amount to 
we cannot compute the amount of the taxLern

Someone May say that we could have the dealer report to us theamount of his gross profits and the amount of his expenses, taxes.
credit losses, etc., and thus his net income would be determined.
but this Would be based entirely on Information provided by thedealer. The company, however. would have no way of compelling
aLdealer to make such reports to It. and even if a dealer would make
such reports we would have no way of deducting a tax from the
Profits the dealer claims he has made. The dealer is always in­debted to us for merchandise purchased. The company might bill
the dealer for a so-called pay-roll tax based upon the dealer's 
statement as to the amount af his net profits, but we would have 
no way of collecting the tax from the dealer. 

The fact Is the dealer is not our employee.
The above brief statement will give you some idea of the problemsthat Will be confronting us should the amendment be adopted.
If You will bear with us a few more moments, we shall give you

more facts, which we trust will be of assistance to you.
From our years of experience, we positively know that It Is im­possible to supervise, control, or direct dealers scattered throughout

the Nation. Some of them work diligently all day, others devote
only a few hours-their time Is their own--they work or not, as they
please. They will not work regularly, they are not at our place ofbusiness. It is common knowledge that a dealer can do enough
business In a few hours or part of a week to give him enough
profits to satisfy him for a whole week or until he again needs 
money. Many times It cannot be determined for weeks whether he
Is or Is not doing business. It Is also a practice for these people
to lump their orders, so that for 1 or 2 or more weeks they earnnothing as far as we can determine. After 3 or 4 weeks they
send us an order and we do not know whether they have sold all
the merchandise they are buying or whether they order a stock to
keep on hand. If the latter, we do not know when they will sell It 
or whether they ever will sell It.

Under this practice, if he Is an employee, he can claim he Is
unemployed and we would have no knowledge about the real facts,

The adoption of the amendment will present staggering adminis­trative problems. The paper work Involved In trying to get data
to put Into reports will be stupendous; must be obtained by car-
respondence and there Is no way of making dealers give us the 
information necessary for reports. We are not overpainting the
picture, we are giving you bard, cold, actual facts, and that is what you want, 

We sincerely hope that the shove information will convince you
that the amendment should not become a law and that you will
share this information with other Senators,

However, If It is the judgment of Congress that the amendment
should he passed, the following sentence should be added: -It does 
not Include any Individual who purchases merchandise for resale
whose profit is determined by his resale price."

The language of the amendment Is not clear. If any such amend­ment as this Is going to be adopted, it should exclude specifically
the individuals who purchase merchandise for resale at a profit and
who are not compensated in any other way by the firm 'whose goods
they are buying and selling. If the amendment is intended, by amistake in judgment, to Include Individuals coming under thiscategory, It should be borne in mind that It would be Impossible to 
conform, with It.

If the above sentence is not added, the produce merchant who

sells fruit and vegetables to persons for resale, the pharmacist who

sells food flavoring extracts to Individuals for resale, the grocer who

sell~s lemons and popcorn to girls for resale, the producer or grower

who sells eggs and dressed poultry to the Itinerant dealer for resale,

the hardware merchant who sells faucet water strainers and anti-

eplashers to persons for resale, and a host of others-all may be
classified under the amancment as employers and the buyers as

employees,


Surely Congress does not intend to have this type of buyer, who

conducts his business from his home and who calls upon the 

occupants of homes to sell the merchandise, made an employee by

statute. There Is no difference in principle between the Fullerdealer and the individuals described shove. 


Respectfully submitted. A~m . ftuxm 


Prsdet 
The VICE PRESIDENT. The question Is on agreeing to 

the amendment on page 72, line 21. 
The amendment was agaeed to,
The VICE PRESIDENT. The clerk 'Wil state the next

aniendment of the committee, 

same line, after the word "in", to strike out "connection
with"; in line 6, after the word "raising", to insert "shear-Ing,"; in line 7, after the word "feeding", to insert "caring 
for, training,"; and in line 8. after the word "animals", to
insert "and other wildlife", so as to read: 

(h) Agricultural labor: The term "agricultural labor" Includesall services performed­
(1) On a farm, in the employ of any person. in cultivating the

soil, or in raising or harvesting any agricultural or horticultural
commodity, including the raising, shearing, feeding, caring for.
training, and management of livestock, bees, poultry, and fur'

nml adohrwllf 
barnaimladotewllf. 

The amendment was agreed to.
The next amendment Was, on page 74. line 9, after the word 

"tenant", to insert "or other operator"; in line 11, after theword "-management",to insgert "conservation, improvement.";
and in line 12, after the word "farm", to insert "and its tools 
anid equipment", so as to read: 

(2) In the employ of the owner or tenant or other operator of 
a farm, in connection with the operation, management. conserva­
tion, improvement, or maintenance of such farm and Its tools and 
eupet ftemjrpr fsc evc spromdo ameqimn.Ithmaop.rofscsrveiserrednafrm

The amendment was agreed to.
The next amendment was, on page 74, line 20, after theword "cotton", to insert a comma and "or in connection 

with the operation or maintenance of ditches, canals, reser­
voirs, or waterways used exclusively for supplying and storing
water for farming purposes", so as to read: 

(3) In connection with the production or harvesting of maple
sirup or maple sugar or any commodity defined as an agrtcultural
commodity in section 15 (g) of the Agricultural Marketing Act, 
as amended, or In connection with the raising or harvesting of
mushrooms. or in connection with the hatching of poultry, orIn connection with the ginning of cotton, or In connection withthe operation or maintenance. of ditches, canals, reservoirs, or 
waterways used exclusively for supplying and storing water for
farming purposes.

The amendment was agreed to. 
The next amendment was, on page 74, line 24, before the

word "drying", to insert "Planting"., so as to read: 
(4) In handling, planting, drying, packing, packaging, process-

Ing, freezing, grading, staring, or delivering to storage or to market 
or to a carrier for transportation to market, any agricultural or
horticultural commodity; but only If such service is performed
as an Incident to ordinary farming operations or, In the caseof fruits and vegetables, as ana incident to the preparation of such
fruits or vegetables for market. The provisions of this paragraph
shall not be deemed to be applicable with respect, to service per­
formed in connection with commercial canning or commercial
freezing or in connection with agricultural or horticultural
commodity after Its delivery to a terminal market for distributiong
for consuJmption.

The amendment was agreed to. 
The next amendment was, On Page '78, line 25, after the

word "law", to insert "to the highest rate applied thereunderin the taxable year to any person having individuals in his 
epoo" n fe h od prcnu" oIsrepoo" n fe h od prcnu" oIsr"whichever rate is lower". so as to read: 

(bl Additional credit: In addition to the credit allowed undersubsection (a). a taxpayer may credit against the tax imposed

by section 1600 for any taxable year an amount, with respect to

the unemployment compensation law of each state certified for

the taxable rear as provided in Section 1602 (or with respect to 
any provisions thereof so certifed), equal to the amount, If any.
by which the contributions required to be paid by him withrespect to the taxable year were less than the contributions such 
taxpayer would have been required to pay if throughout the tax­
able year he had been subject under such State law to the highest
rate applied thereunder in the taxable year to any person having
Individuals In his employ, or to a rate of 2.7 percent, whichever 
rat in lower 

The amendment was agreed to. 
The next amendment was, on page 719, to strike out lines 

16 to 19, inclusive, as follows: 
(1) The total annual contributions will yield not less than anamount substantially equivalent to 2.7 percent of the total annual pay roll with respect to whicIh contributions awe required under 

such law, and.. 
Mr. AUSTIN. Mr. President. at this point In the considi­

eration of the amendment I ask unanimous consent to 
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have Inserted In the RECORD a telegram from T. B. Wright. 
president of the Vermont Council of Retail Merchants, 

There being no objection, the telegram was ordered to be 
printed in the RECORD, as follows: 

BvuaiN=rN, VT., July 10, 1939. 
Eon, WARREN R. Ausrmx,

The Senate: 
Unemployment compensation provisions of title 6, section 610. 

of H. Rt. 6635. as amended by Senate Fin~ance Committee, has 
hearty approval of Vermont Council of Retail Merchants. We feel 
imposition Of Federal standards on State unemployment -corn-
pensation laws will have undesirable effect on development of 
stabilized employment and experience rating In the States.

T. B. WRIGHT, 
President, Vermont Council of1Retail Aferchants, 

The VCE PRSMEN. Thequesiois on agreeing to 
the amendment on page 79. beginning with line 16. 

The amendment was agreed to.MrSHIS 
The VICE PRESIDENT. The clerk will state the next 

amenmentofhe cmmitee.Mr. 
Mr. SHI.PSTEAD. Mr. President, has the amendment on 

page '79, beginning with line 16, been adopted? 
The VICE PRESIDENT. It has been adopted. 
Mr. SHIPSTEAD. I have an amendment to offer on be-

half of the American Federation of Labor, dealing with that 
amendment, which has just been agreed to. 

Mr. ARRSON thevotMr.Preidet, Iasktha by
Mr.hthHaRRISN.mnt on.prgesiden, lineask that9 the voteeby 

thic the ameonsdment. onpg 9 e 6t 9 a ged 
Tohe reConsidRESD. N.Wtotojctotevt y 

which the amendment was agreed to is reconsidered. 
Mr. SHIPSTEAD. I have an amendment to offer on be-

half of the American Federation of Labor. Their position is
thafndwilth beimpire i thseuriy amndmntas 

ithatwtheadsecrt funhwll be impairt.Tedf thea amndoment aslb 

less than 2.7 percent, and the fear is expressed that it will 
provide an inducement to the various States to compete for 
lower and lower rates and so impair the funds of the security 
fund. In view of that fact I ask the Senator from Missis-

sipp toaccpt.my menmen andto aveit nsetedin ieu 
sipptoe aceptitmy amendment.adt aei isre nle 

Mr. HARRISON. Mr. President, there was no question be-
forethecomitteaveit ore oncrn nd ponwhch 

made. There are some States In which these unemployment 
benefits are Just now beginning to be paid. I think Wiscon-. 
sin led in, the march, and they adopted the merit rating Sys. 
tem. The whole matter Is one of such technical and far.. 
reaching significance that we think it should be further 
studied. 

Mr. SHIPSTEAD. Am I to understand that the Senator 
from New York [Mr. WAGNER] will offer an amendment to 

this bill? 
Mr. HARRISON. He will offer an amendment to create 

an advisory council to be appointed by the Finance Corn­
mittee of the Senate, and the Ways and Means Committee 
of the House to work on this question and to submit its 
advice and findings to the Social Security Board and to 

Mnres. ISED a h eao ieu nie o 
AD CathSetogieuandahw 

long such a study will require? How much time will it take? 
HARRISON. That depends on many factors. There 

mr.eSHeportAD for the next session of Congress.Ifeitdy 
M.SISED fi sfrtenx eso fCnrs 

I think that would be a reasonable procedure. 
Mr. HARRISON. The American Federation of Labor is no 

threSenateont seeingta are praesrethemmese ofud andmithteeo 
teSnt nsen htteefnsaepeevdadta 
proper legislation is passed by the States. We do not want 
to see the fund depleted at all. We do not want It to be 
lowered to the point where it is dangerous. 

Mr. SHIPSTEAD. I see the Senator from New York has 

js nee h eaeCabr hudlk odrc 
a question to him about the wording of the proposed amend­
ment.

Mr. HARRISON. I will ask the Senator from New York 
if it Is not his purpose to offer an amendment which will 

questi on? osuyte hl nmlymn-nuac 
Mrq AGE.ee.shtaidmnopoossths 

talM ent a siiar adeorsouclofGER esboard edmnttooethe -hc 
tbiheto or iia oteavsr oni hc 
was appointed several years ago. I think at the suggestion
of the Senator from Michigan [Mr. VANDENBERG].* to study 

the question of old-age pensions, and I think they rendered 
an extraordinary service and have aided the committee very 

which longer time was taken to study than the 2.7 provision.gralintefmutonfaedets 
We had before us the so-called McCormack amendmient. I 
think the committee was all agreed on the elimination of 
the McCormack amendment, which was adopted in the 
House. We also agreed on the elimination of the 2.7-percent 
provision, 

The matter will be In conference, I may say to the Senator. 
The whole question will be in conference, and I hope that 
the Senate will win out in the conference. I think there was 
no dissention in the committee on the question that this 
matter should be stricken out, although I know that I got 
the impression that if the McCormick amendment were 
agreed to we ought to have something in the bill providing 
that the reserves be maintained on a reasonable basis such 
as suggested by the Social Security Board. But we felt that 
that question was so technical in character that it ought to 
be subjected to a study by an advisory committee, and if I 
recall correctly, the Chairman of the Social Security Board 
stated to the committee that it would not be a bad idea if this 
matter be studied for awhile, and that It would not under 
the House --oposal be put into operation until, I believe, 
1942. 

Mr. VANDENBERG. Mr. President, I think the Senator 
from New York [M1r. WAGNER] has pending a resolution pro-
viding for the re-creation of the advisory council to deal with 
the whole subject. 

Mr. HARRISON. Yes. I was further going to state that 
the amendment would be offered by the Senator from New 
York to create an advisory committee to study this question, 
The matter is a very important one. No one wants to see 
these funds which have been built up for this reason or that 
increased or reduced to such an extent that the States might 
not have sufficient funds to pay uznemployment benefits. We 
think there should be further study before any changes are 

Air. HARRISON. They certainly have done so. 
Mr. WAGNER. I shall propose an amendment calling for 

a similar study of the subject of unemployment insurance, 
because of the very many technical subjects which are in­
volved that are constantly arising. I do not think any corn­
mittee of Congress should be asked to deal with these tech­
nical subjects before they have at least the constructive and 
sound advice of a technical group representing employers 
and employees, the public, and the Government. 
efecro. ferttheA Snto mnmettotaS P bill? n 
efc oofrt h il 

Mr. WAGNER. The amendment is ready to be offered. 
I may say to the Senator, when the consideration of com­
mittee amendments shall have been completed. 

Mr. SHIPSTEAD. And is it expected that the proposed 
committee will report at the next session of Congress? 

Mr. WAGNER. It is hoped that they will so report. Un­
doubtedly they will report just as soon as they are prepared 
to give their conclusions. 

Mr. SHISTEAD. The Senator understands that time is 
Important, because there is some doubt about maintaining 
the integrity of these funds. 

Mr. WAGNER. I do not think it is any more essential 
than It was essential to fix a particular time with reference 
to the advisory council which treated with the subject of 
old-age pensions. They did a very fine job in advising Con­
gr~ess as to the technical changes that were desirable be­
cause of the short experience that had been had with the 
matter. I think the Congress may very well rely upon anY 
council that is appointed representing both employers and 
employees as well as the Government. I believe they will 
be very diligent. They Will be able to advise Congress if 
relation to any changes that may be necessary. 



lines 16 to 19. 	 employment or one-third the individual's total 'earnings (with 
The amendment was agreed to. 	 respect to which contributions were required under such State 

thenextlaw) during a base period prescribed by State law of not less than 
The VICE PRESIDENT. The clerk will state tenx 52 consecutIve weeks, whichever Is less, 
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Mr. SH~pSTE~AD. Does the Senator believe the amend-

ment he will offer will be acceptable to the committee? 
Mr. HARRISON. I may say that the Finance Committee 

by vote has already expressed itself favorably to the chair-
man's acceptance of the amendment of the Senator from 
New York when offered. 

Mr. O'MAHONEY. Mr. President. I should like to ask the 
chairman of the committee [Mr. HtARRISONJ or the Senator 
from New York [Mdr. WAGNER] whether or not the text of 
the proposed amendment is available, 

Mr. WAGNER. Yes; it is prinlted. 
Mr. O'MAJHONET-Y. I refer to the amendment to be offered 

by the Senator from New York. 
Mr. WAGNER. Yes. 
Mr. O'MAHONEY. Mr. President, I ask unanimous con-

sent that there be printed In the RECORiD at this point the 
full text of the amendment proposed to be offered by the 
Senator from New York [Mr. WAGNER) dealing with the 
investigation of unemployment Insurance. 

There being no objection, the amendment intended to be 
proposed by Mr;. WAGNER was ordered to be printed in the 
RECORD, as follows: 

Amendment intended to be proposed by Mr. WAGNrR to the bill 
(H. R. 6635) to amend the Social Sccurity Act, and for other 
purposes, viz: On page 119, at the end of the bill, Insert the 
following new section: 

'SEc. 908. (a) Thiere is hereby authorized to be established by
the Committee on Finance of the Senate and the Committee on 
Ways and Means of the House of Rtepresentatives, In cooperation 
with the Social Security Board, and Advisory Council on Uinem-
ployment Insurance, representing employers, employees, and the 
general public, to study and report to said committee on th 
following matters concerning unemployment insurance: 

1'. Scope and coverage.
"12.Amount, character, duration, and qualification for benefits, 
"3. Advisability and nature of Individual employer and State 

unemployment experience ratings for tax purposes.
"14.Size, character, adequacy, and disposition of reserves, 
",5. Source, character, and method of financing. 
"16.Coordination of unemployment insurance with relief, work 

relief, and other programs for alleviating economic distress among 
the unemployed,

"7. Pertinent experience In the operation and administration of 
existing unemployment-insurance laws, 

1'8. Any other matters which either of the above-mentioned 
conmnittees or the Social Security Board may deem relevant to the 
Inquiry,

"(b) The Social Security Board shall furnish all necessary tech-
nical assistance in connection with such study." 

The VICE PRESIDENT. The question is on agreeing to 

the amendment reported by the committee, on page 79, 
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by the State of what contribution should be made by an 
employer. 

Mr. HARRISON. So far as I am concerned, I shall be 
very glad to accept an amendment providing for 2 years, 
so that the matter may go to conference. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment reported by the committee on page 80, be­
ginning in line 1. 

Mr. WALSH. Mr. President, I move to amend the part 
proposed to be sti'cken out in the committee amendment 
by striking out, on page 80, line 1, the word "three" and 
inserting in lieu thereof the word "two." 

The VICE PRESIDENIT. The question Is on agreeinj to 
the amendment offered by the Senator from Massachusetts 
[Mr. WALSH] to the amendment reported by the committee. 

The amendment to the amendment was agreed to. 
The VICE PRESIDENT. The question now is on agree­

ing to the committee amendment, as amended. 
The amendment, as amended, was rejected. 
The VICE PRESIDENT. The clerk will state the next 

amendment reported by the committee. 
The next amendment was, on page 80. line 3, after the 

word "date", to Lnsert a comma and the words "throughout
which compensation has been payable under such law"; and 
at the end of line 4, after the semicolon, to strike out the 
word "or", so as to read: 

immediately preceding the computation date, throughout which 
compenzation has been paiable under such law. 

The amendment was agreed to. 

The next amendment was, on page 81. after line 22, to strike 
out: 

(b) Other State standards: Notwithstanding the provisions 'of 
subsection (a) (1) of this section a taxpayer shall be allowed an 
additional credit under section 1601 (b) with respect to any re­
duced rate of contributions permitted by a State law if the Board 
finds that under such law­

(1) the amount in the unemployment fund as of the computa­
tion date equals not less than one and one-half times the highest 
amount paid into such fund with respect to any one of the pre­
ceding 10 calendar years or one and one-half times the highest 
amount of compensation paid out of such fund within any one of 
the preceding 10 calendar years. whichever Is the greater; and 

(2) compensation will be paid to any otherwise eligible Individual 
in accordance with general standards and requirements not less 
favorable to such individual than the following or substantially
equivalent standards: 

(A) the individual winl be entitled to receive, within a comapen­
sation period prescribed by State law of not more than 52 consecu­
tive weeks, a total amount of compensation equal to not less than 
16 times his weekly rate of compensation for a week of total un­

amendment reported by the committee. 
The next amendment was, on page 80, line 1, after the 

words "not less than", to strike out "the 3 consecutive years" 
and insert in lieu thereof "a 1-yerr period", so as to read: 

(1) No reduced rate of contributions to a pooled fund or to a 
partially pooled account is permitted to a. person (or group of 
persons) having Individuals In his (or their) employ except on 
the basis of his (or their) experience with respect to unemploy-
ment or other factors bearing a direct relation to unemployment 
risk during not less than a 1-year period immediately preceding
the computation date. 

Mr. WALSH. Mr. President, I should like to have the at-
tention of the chairman of the committee on this amend-~suchwhichis vry
ment, whc svr motn-such 

The present law fixes the period of time for determining 
the compensation paid by an employer in a particular State 
on the basis Of the average over a period of 3 years. The 
House bill contained the same provision. The Finance Corn-
mittee has changed the period to 1 year. Many persons are 
of the opinion that 1 year's experience Is not a suffcient

testofhe heter houd hve hs rteeploer 	 aisd
testof heter hs rte aisdhe eploer houd hve 

or lowered. I was about to suggest to the chairman of the 
committee an amendment making the period 2 Years. As 
the House bill provided 3 years, the whole matter could then 
go to conference and be disposed of on a basis of not less 
than 2 years or more than 3 years. Personally, I feel that 
one year is altogether too shortIa time for a determination, 

(B) no such Individual will be required to have been totally un­
employed for longer than 2 calendar weeks or two periods of 7 
consecutive days each, as a condition to receiving, during the com­
pensation period prescribed by State law, the total amount of 
compensation provided in subparagraph (A) of this subsection, 

(C) the weekly rates of compensation payable for total unem­
ployment In such State will be related to the fuUl time weekly 
earnings (with respect to which contributions were required un­
der such State law) of such individual during a period prescribed 
by State law or will be determined on. the basis of such fractional 
part of an individual's total earnings (with respect to which con­
tributions were required under such State law) during that cal­
endar quarter within such period in which such earnings were 
highest, as will produce a reasonable approximation of such full-
time weekly earnings, and will not be less than (i) $5per week If 

full-time weekly earnings were 810 or less, (U) 50 percent of 
full-time weekly earnings If they were more than 810 but not 

more than $30, and (iii) $15 per week If such fu~ll-tline weekly 
earnings were more than $30, andi 

(D) compensation will be paid under such State law to any suc7h
individual whose earnings in any week equal less than such Indi­
vidual's weekly rate of compensation for total unemployment, ini 
an amount at least equal to the difference between such individual's 
actual earnings with respect to such week and hia weekly rate of
cmpensation for total unemployment; and
c(3) Any variations in reduced rates of contributions as between 
different persons having individuals in their employ, are permitted 
only In accordance with the provisions of paragraph (2), (8), or 
(4) 	of subsection (a) of this section. 

The amendment was agreed to, 
The next amendment was, on page 84,11bns 12, before the 

word "Certification", to strike out "(C)" and Insert "(b)"; Is& 
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line 20, before the word "of". to strike out "or (b) ";: on page 
C5. line 4, before the word "Of", to strike out "or (b)"I; in line 
10, before the word "of", where It occurs the second time, to 
strike out "or (b) "; in line 12, after the word "subscction", to 
strike out " (d) " and insert " (c) "; and in line 22, bef ore the 
wvord "of", where it occurs the second time, to strike out "or 
(b) ", so as to read: 

(b) Certification by the Beard with respect to additional credit 
allowance-

(I) On December 31 in each taxable year the Board shall certify 
to the Secretary of the Treasury the law of each State (certified
with respect to such year by the B~oard as provided in section 1603)
with respect to which it finds that reduced raites of contributions 
were allovable with respect to such tayable year only in accordance 
with the provisions of subsection (a) of this section. 

(2) If the Board finds that Under the law of a single State (cer-
tifted by the Board as provided in section 1603) more than one type
of fund or account is maintained, and reduved rates of contribu­
tions to more than one type of fund or accuunt were allowable 
with respect to any taxable year, and one or more of such reduced 
rates were allowable under conditions not fulfilling the require-
mcnts of subsection (a) of this section. the Board shall, on Decem-
ber 31 of such taxable yeair. certify to the Secretary of the 'Treasury
only those provisions of the State law Pursuant to v.hich reduced 
rates of contributions were allowable with respect to such taxable 
year under conditions fulfilling the requirements of subsect lon (a)
of this section. and sisall, in connection therewith, designate the 
kind of fund or account, as defined In subsection (c) of this sec-
tion, established by the provisions so certified. If the Board finds 
Ihat a part of any reduced rate of contributions payable under 
zu:!h law or under such provisions is required to be paid into one 
fund or account and a part Into another fund or account, the 
Board shall make such certification pursuant to this paragraph as 
It finds will assure the allowance of additional credits only with 
res-pect to that part of the reduced rate of contributions which is 
ollowed under provisions which do fulfill the requirements of sub-
section (a) of this section. 

The amendment was agreed to. 
The next amendment was, on page 86, line 2, after the 

word "subsection", to strike out "(d)" and insert "1(c)"; in 
line 4. befcre the word "of" where it occurs the second time, 
to strike out "or (b) ";and in line 13, before the word "of", 
to strike out "or (b) ",so as to read: 

(3) The Board shall, within 30 days after any State law is 
submitted to it for such purpose, certify to the State agency its 
frindings wIth respect to reduced rates of contributions to a type 
of fund or account, as defined in subsection (c) of this section, 
which are allowable under such State law only in accordance with 
the provisions of subsection (a) of this section. After making such 
findings, the Bcard shall not withhold its certification to the Sec-
retary of the Treasury of such State law, or of the provisions
thereof with respect to which such findings were made, for any 
taxable year pursuant to paragraph (1) or (2) of this subsection 
un~ess, after reasonable notice and opportunity for hearing to the 
State agency, the Board finds the State law no longer contains 
the provisions specified in subsection (a) of this section or the 
State has, with respect to such taxable year, failed to comply sub-
stantially with any such provision, 

The amendment was agreed to. 
The next ame'ndment wvas, on page 86, line 16, before the 

word "Definitions", to strike out "(d" and insert "(c) ", 

so as to read: 
(c) Definitions: As used In this section. 

The amendment was agreed to. 
The next amendment was, on page 89, line 7, before the 

word "any", to strike out "1939" and insert "11940", and in 
line 12, after the numneral "I", to strike out "11939" and in-
sert "1940", so as to read: 

(6) Balance: The term "balance", with respect to a reserve ac-
count or a guaranteed employment account, means the amount 
standing to the credit of the account as of the computation date; 
except that. if subsequent to January 1, 1940, any moneys have 
bee~n paid Into or credited to such account other than payments 
thereto by persons having Individuals In their employ, such term 
shall mean the amount in such account as of the computation 
datuch a sth tcountosu otoJeurymoney pa itorcetdtoseuent 

suchaccunt ubsquet .toJanary 140.are 
The amendment was agreed to. 

The extamedmetws, n pae 8, aterlin 22 to 
strike out:orIdida 

(b) The provisions of paragraph (I) of section 1602 (a) of the 
Internal Revenue Code, as amended, shall be applicable to paragraph 
(2) of such section only after December 31, 1941: and shall In no 
event be applicable to paragraph (4) of such section in force prior to 

Januay 1, 942.(13) 

The amendment was agreed to. 


The next amendment was, on page 91, line 22, after the 
word "the" where it occurs the second time, to strike out 
"taxes imposed by sections 1410 and" and insert "tax imposed 
by section", so as to read: 

(b) The legislature of any State may require any instrumentality 
of the United States (except such os are (A) wholly owned by the 
United States, or (B) exempt from the tax imposed by section 1600
by virtue of any other provision of law), and the individuals In Its 
employ, to mnke contributions to an unemployment fund under a 
State unemployment compensation law approved by the Board 
under section 1603 and (except. as provided in section 5240 of the 
Revised Statutes, as amended, and as modified by subsection (c) of 
this section) to comply otherwise with such law. 

The amendment was agreed to. 
The next amendment was, on page 94, line 6, after the word 

"were", to strike out "in his employ" and Insert "employed by
him in employment", so as to read: 

Sac. 1607. Definitions. 
When used In this subchapter­
(a) Employer: The term "employer" does not Include any person

unless on each of some 20 days during the taxable year, each day
being a different calendar week, the total number of Individuals 
who were employed by him in employment for some portion of the 
day (whether or not at the same moment of time) was eight or more, 

The amendment was agreed to,
The next amendment was, on page 94, line 25, after the 

wodinuactonsr"ranuieadonag95
wod"nuactoisr"raniteadonpg95
line 4, after the word "disabilifty", to insert a comma and "or 
(D) death, provided the employee (I) has not the option to 
receive, instead of provision for such death benefit, any part 

of such payment or, if such death benefit is insured, any part 
of the premiums (or contributions to premiums) paid by his 
employer, and (II) has not the right, under the provisions of 
the plan or system or policy of insurance providing for such 
death benefit, to assign such benefit, or to receive a cash con­
sideration in lieu of such benefit either upon his withdrawal 
from the plan or system providing for such benefit or upon 
termination of such plan or system or policy of insurance or 
of his employment with such employer", so as to read: 

(2) The amount of any payment made to, or on behalf of, an 
employee under a plan or system established by an employer which 
makes provision for his employees generally or for a class or classes 
of his employees (including any amount paid by an employer for 
insurance or annuities, or into a fund, to provide for any such 
payment), on account of (A) retirement, or (B) sickness or accident 
disability, or (C) medical and hospitalization expenses In connec­
tion with sickness or accident disability, or (D) death, provided the 
employee (I) has not the option to receive, Instead of provision for 
such death benefit, any part of such payment or, if such death 
benefit Is Insured, any part of the premiums (or contributions to 
premiumrs) paid by his employer, and (ii) has not the right, under 
the provisions of the plan or system or policy of Insurance providing
for such death benefit, to asmign such benefit, or to receive a cash 
consideration in lieu of such benefit either upon his withdrawal 
from the plan or system providing for such benefit or upon term-ina­
tion of such plan or system or policy of insurance or of his employ­
ment with such employer. 

The amendment was agreed to. 
The next amendment was, on page 98, line 11, after the 

word "organization", to Insert "exempt from income tax 
under section 101 (1) "; so as to read: 

(B) Service performed In the employ of an agricultural or horti­
cultural organization exempt from Income tax under section 101 
(1).­

The amendment was agreed to.
 
The next amendment was, on page 98, line 25, after the
 

word "or", to insert "their", and on page 99, line 3, before 
the word "employees", to insert "officers or"; so as to read: 

(D) Service performed in the employ of a voluntary employees' 
bnfcayascainpoiigfrtepyeto ie ik 
bcieneficiry asocitionrprovedingfothe paymentfucasofciate, sick 
accirdpndnt.tor othr bhenrefitsntothedmebenerseof such assoiationo 
to membership in such association is limited to Individuals who 

officers or employees of the United States Government, and (U1) 
no part of the net earnings of such association Inures (other than 
through such payments) to the benefit of any private shareholder 

The amendment was agreed to. 
The next amendment was, on page 100, line 13, after the 

word "State", to strike out "law." and insert "law;"; so as 
to read: 

Service performed as a student nurse In the employ of a 
hospital or a nurses' training school by an IndIvidual who Is 
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enrolled and Is reguliarly attending classes in a nurses' training
school chartered or approved pursuant to State law: and service 
performed as an interne In the employ of a hospital by an Indi-
vidual who has completed a 4-year course ia a medical school 
chartered or approved pursuant to State law. 

The amendment was agreed to. 

The next amendment was, on page 100, after line 13, to 


Insert: 

(14) Service performed by an individual for a person as an in-


Eurance agent or as an insurance solicitor, if all such service per-

formcd by such Individual for such person Is performed for 

remuneration solely by way of commission; or 

(15) Service performed by an individual under the age of 18 in 
the delivery or distribution of newspapers or shopping news, not 
Including delivery or distribution to any point for subsequent
delivery or distribution. 

Mr. LA PoLL.ETT'E. Mr. President, I should like to ask 
the Senator from Mississippi [Mr. HARRISON] if his interpre-

tatin o th n pge 10, atlinamndmnt eginin 14 
and continuing down to and including line 18. is the same as 
my own. It is My understanding that the committee amend-
ment just referred to, which excludes from employment serv-
ice performed by insurance agents, does not change the 
status of insurance agents generally under other titles of the 
bill or under the present law. 

Mr. HARRISON. I think the Senator Is exactly correct, 
The VICE PRESIDENT. The question is on agreeing to 

the amendment reported by the committee on page 100, after 
line 13. 

The amendment was agreed to. 
Thenet aenmen ws, n age10, lne12.afer he
The extamedmeno pag 10, lne 1, aterthewa,

word "performed", to strike out "for an employer"; and in 
line 13, after the word "period", to insert "by an employee 
for the person employing him", so as to read: 

This subsection shall not be applicable with respect to services 
performed in a pay period by an employee for the person employing
him, where any of such service is excepted by paragraph (9) of 
subsection (c). 

The amendment was agreed to. 
The next amendment was, on page 103, line 8, before the 

word "cultivating", to strike out "connection with"; in the 
same line, after the word "in". to strike out "connection 
with"; in line 10, after the word "raising", to insert "shear-
ing,"; in line 11, before the word "and", to insert "caring

fortranin,'~12 inlin wrd anials, tafer te inertfortranin,";lne n2, atertheword"anmal", t iner
"and other wildlife"; in line 15, after the word "manage-
ment", to insert "conservation, improvement,"; and in line 16, 
after the word "farm", to insert "and its tools and equip-
ment,"; and in line 24, after the word "cotton", to insert a 
comma and "or in connection with the operation or main-
tenance of ditches, canals, reservoirs, or waterways used 
exclusively for supplying and storing water for farming pur-
pos3es", so as to read: 

(1) On a farm. In the employ of any person, in culivtin te
coil orin aisng r hrvetin an agicuturl o vhoticultura

commodiyincldn h n shagringlfeeding,raisingoavstn cartinglforl
commoity, of ivstock, bheesin, fur-ncludng poultry,carnd 

tranigan mnaemntentitled
bearing animals and other wildlife.thogotteUieStts"apvdJuy1188asmne.

(2) In the employ of the owner or tenant or other operator of 
a farm, in conlection with the operation, management, conserva. 
tion, improvement. or maintenance of such farm and its tools
and equipment. if the major part of such service is performed on 
a farm.inet 

(3) In connection with the production or harvesting of maple
sirup or maple sugar or any commodity defined as an agricultural
commodity in section 15 (g of the Agricultural Marketing Act, 
as amended, or In connection with the raising or harvesting of 
mushrooms, or in connection with the hatching of poultry, or in 
connection with the ginning of cotton, or In connection with the
operation or maintenance of ditches, canals, reservoirs, or water-
ways used exclusively for supplying and storing water for farming 
purposes. 

The next amendment w9as on page 104, line 4, before the 
wor"dyin".to Insert "Planting", so as to read: 

wordg d17aging P,_
(4) in handling, planting, dryinpcing. pakgig roes 

sng. freezing, grading, storing, or delivering to storage or to mar-
ket or to a carrier for transportation to market, any agricultural 
or horticultural commodity; but only If such service Is performed 
as an incident to ordinary farming operations or. In the case of 
fruits and vegetables, as an Incident to the preparation of such 
fruits or vegetables for market. The provisions of this paragraph
shall not be deem~ed to be applicable with respect to service per. 

formed In connection with commercial canning or commercial 
freezing or In connection with any agricultural or horticultural 
commodity after Its delivery to a terminal market for distribution 
for consumption. 

'The amendment was agreed to. 
The next amendment was, under the heading "Title VIr-

Amendments to Title X of the Social Security Act," on page 
105, line 7. after the word "administration" and the paren­
thesis, to strike out "other than those relating to selection. 
tenure of office, and compensation of personnel" and insert 
"Including, after January 1, 1940, methods relating to the 
establishment and maintenance of personnel standards on a 
merit basis", so as to read: 

Sec. '701. (a) Clause (5) of section 1002 (a) of the Social Be­
curity Act is amended to read as follows: "(5) provide such meth­
ods of administration Including, after January 1. 1940. methods 
relating to the establishment and maintenance of personnel stand­
ards on a merit basis) as are found by the Board to be necessary 
frtepoe n fiin prto ftepa.

The amendment was agreed to. 
The next amendment was, under the heading "Title VII-

Amendments to Title XI of the Social Security Act," on 
page 108. line 18, after the numeral "1", to strike out 
"11940"; at the beginning of line 19. to strike out "(a) clause" 
and insert "1940, paragraph": and in line 23. before the 
word "section". to strike out "including" and insert "except". 
so as to read: 

Scc. 801. Effective January 1. 1940. paragraph (1) of section 
1101 (a) of such act is amerded to read as follows: "(1) the 
term State (excep when used in section 531) includes Alaska.
Hawaii. and the Dtistrict of Columbia, and when used in titles V 
and VI of such act (except sectlon 531) Includes Puerto Rico.' 

The amendment was agreed toD. 
The next amendment was, at the top of page 109, to strike 

out: 

(b) section 1101 (a) Is further amended by striking out pars-
graph (6) and inserting in lieu thereof the following:

"(6) The term 'employee' Includes an officer of a corporation. It 
also, includes any individual who, for remuneration (by way of corn-
mission or otherwis2) under on agreement or agreements ccntemn­
plating a series of similar transactions, secures applications or orders or otherwise personally performs rervlces as a salesman for a person
in furtherance of such person's trade or business (but who Is not an 
employee of such person under the law of master and servant); 
unless (A) such services are performed as a part of such Individual's 
business as a broker or factor and, In furtherance of such business as broker or factor, similar services are performed for other persons
aRnd one or more employees of such broker or factor perform a sub­
stantial part of such services, or (B) such services are not In. the 
course of such Individual's principal trade, business, or occupation."(7) The term 'employer' Includes any person for whom an indl­
vidual performs any service of whatever nature as his employee.'~ 

Teaedetwsare o 
The amendamndmtewa wagreenderteto.ig"Tte
Tenx mnmn audrtehaig"il X 

Miscellaneous Provisions", on page 115, after line 16, to Insert: 
(I) No part of the tax imposed by the Federal Unemployment Tax

Act or by title IX of the Social Security Act. whether or not the tax­
payer is entitled to a credit against such tax. shall be deemed to be 
a enalty or forfeiture withbin the meaning of section 57j of the act 

"An act to establish a uniform system of bankruptcy 
thuhotheUtdSaes"prvdJly1188asmned

The amendment was aWeed to. 
The next amendment was, on page 116. after line 3, to 

8cc. 904. Effective January, 1. 1940. section 1428 of the Internal 
Revenue Code Is amended by striking out "paragraphs (9) and (10)"
and Inserting In lieu thereof "paragraph (9)." 

The amendment was agreed to.
Th neta nd ntwsonpg 16,ferle7,t

h etaedetws npg 1,atrln ,t
insert: 

Smc. 905. (a) No service performed at any time during the cal. 
endar year 1939 by any Individual shall, by reason of the Individual 
having attained the age of 85. be excepted from employment as
defined In section 142a (b) of subchapter A of chapter 9 of the
Internal Revenue Code. Paragraph (4) of such section (which
excepts such service from employment) Is repealed, effective Janu­
ary 1, 1939. The tax on employees Imposed by section 1400 of such 
subchapter and the tax on eir'oloyera imposed by section 1410 of 
such subchapter, and the prov' ons of law applicable to such taxes,
shall. apply with respect to remuneration paid after December 31. 
1938. for service which, by reason of the enactment of this sec~on,
constitutes employment as so defined, 
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(1b) Notwithstanding any other provision of law, no employer

shall be liable for the tax on any employee. imposed by section 1400 
of such subchapter (unless the employer collects auch tax from the 
employee), with respect to service performed before the date of 
enactment of this act which constitutes employment by reason of 
the enactment of this section, except to the extent that the em-
ployer has under his control at any time on or alter the ninetieth 
day after such date amounts of remuneration earned at any time 
by the employee, 

The amendment was agreed to, 
The next amendment was, on page 117, after line 5, to 

insert: 
Smc. 906. If the Social Security Board finds with respect to any

State that the first regular session of such State's legislature which 
began alter June 25. 1928, and adjourned prior to 30 days after the 
enactment of this act (1) had not made provision to authorize and 
direct the Secretary, of the Treasury, prior to 30 days after the 
close of such session or July 1. 1939. whichever date Is later,' to 
transfer from Its account In the unemployment trust fund to the 
railroad unemployment Insurance account in the Unemployment
Trust Flund an amount equal to such State's "preliminary amount," 
or to authorize and direct the Secretary of the Treasury, prior to 
30 days after the close of such session or January 1, 1940, which-
ever date is later, to transfer from Its account In the Unemploy-
ment Trust Fund to the railroad unemployment insurance account 
In the Unemployment Trust Fund an amount equal to such State's 
"liquidating amount," or both; and (2) h.,d not made provision
for financing the administration of Its unemployment-compensa-
tion law during the period with respect to which grants therefor 
under section 302 of the Social Security Act are required under 
section 13 of the Railroad Unemployment Insurance Act to be with-
held by the Social Security Board, notwithstanding the provisions
of section 13 (dl of tlre Railroad Unemployment Insurance Act the 
Social Security Heard shall not begin to withhold from certification 
to the Secretary of the Treasury for payment to such State the 
amounts determined by It pursuant to section 302 of the Social 
Security Act and to certify to the Secretary of the Treasury foCr pay­
ment Into the railroad unemployment-insurance account the 
amount so withheld from such State, as provided in section 13 of 
the Railroad Unemployment Insurance Act, until alter the thirtieth 
day after the clcse of such State's first regular or special sess!on 
of its legislature which begins after the date of enactment of this 
act and after the Social Security Board finds that such State had 
not, by the thirtieth day after the close of such legislative session, 
authorized and directed the Secretary of the Treasury to transfer 
from such State's account In the Unemployment Trust Fund to the
railroad unemployment Insurance account in the Unemployment
Trust Fund such State's "preliminary amount" plus Interest thereon 
at 2'/2 perccnt, per annumn from the date the amount thereof Is 
determired by the Soc.ial Security Board, and such State's "Iiquidat-
Ing amount"~ plus Interest thercon at 2½/percent per annumn from 
the date the amount thereof is determined by the Social Security
Board, Natwithstanding the provisions of section 13 (e) of the 
Ralroad Unemp'loyment Insurance Act, any withdrawal by such 
State from its account in the Unemployment 'Trust Fund for pur-
poses other than the payment of compensation of the whole or any
part of amounts so withheld from certification with respect to such 
State pursuant to this act shall be deemed to constitute a breach of 
the conditions set forth In sections 303 (a) (5) of the Social Se-
curity Act and 1G03 (a) (4) of the Internal Revenue Code. The 
terms "preliminary amount" and "liquidating amount," as used 
herein, shall have the meanings defined In section 13 of the Rail-
road Unemployment* Insurance Act, 

The amendment was agreed to 
The next amendment was, on page 119, after line 12, to 

Insert: 
Smc. 907. In addition to any other deductions made under sec-

tion 203 of the Social Security Act, as amended, deductions shall 
be made from any primary Insurance benefit or benefits to which 
an individual is entitled or from any other insurance benefit pay-
able with respect to such Individual's wages, until such deduc-
tions total I percent of any wages paid him for services performed
In 1939, and subsequent to his attaining age 65. with respect to 
which the taxes Imposed by section 1400 of the Internal Revenue 
Code have not been deducted by his employer from his wages or 
paid by such employer. 

The amendment was agreed to. 
The VICE PRESIDENT. That completes the committee 

amendments, 
Mr. CONNALLY. Mft. President, I send to the desk an 

amendment which I1ask to have stated. 
The VICE PRESIDENT. The amendment offered by the 

Senator from Texas will be stated. 
The LEGISLATIvE CLEM. On page 3 it is proposed to strike 

out lines 5 to 20, both inclusive, and insert in lieu thereof 
the following: 

PAYMMN TO STATE 
SEC, 3. (a) From the sums appropriated therefor the Secretary

Of the Treasury shall pay to each State which has an approveia 

plan for old-age assistance. for each quarter, beginning with the 
quarter commencing January 1, 1940. (1) an amount, which shall 
be used exclusively as old-age assistance, equal to the sum of the 
following proportions of the total amounts expended during such 
quarter as old-age assistance under the State plan with respect to 
each needy individual who at the time of such expenditure is 65 
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 such 
Individual for any month as exceeds *40: 

(A) Two-thirds of such expenditures, not counting so much of 
any expenditure with respect to any month as exceeds the product 
of 615 multiplied by the total number of such individuals who 
rece ived old-age assistance for such month, plus(`B) One-ha!f of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A),

and (2) 5 percent of the amount of the payment under clause (1)

of this cubsection. which shall be used for paying the costs of 
admiinlslering the State plan or for old-age assistance, or both, and 
for no other purpcse. 

On page 4, line 8, strike out "one-half" and insert In lieu 
thercof "the State's proportionate share." 

Mr. BYRNES. Mr. President, will the Senator yield?
ThPR IIN OFCE (M.JHSNoClraon
ThPRSDN OFIE (M.JHONoClraoi

the chair). Does the Senator from Texas yield to the Sen­
ator from South Carolina? 

Mr. CONNALLY. If the Senator will permit me to state
thefctoteamn etIhllhebegdtoyld
thefctoteamn etIsllhnbegdtoyl.

Mr. President, the effect of this amendment Is to provide
that in the matter of old-age assistance or old-age pensions
the Federal Government shall make a contribution of .S2 to 
the State's $1, up to $15. Above $15 there shall be an equal
contribution, The purpose of the amendment is to provide
Federal benefits, or at least to offer encouragement to the 
weaker and poorer States, in order that they may make 
adequate contribution for old-age assistance. 

I now yield to the Senator from South Carolina. 
Mr. BYRNES. Mr. President, I presented to the corn­

mte o t osdrto naedethvn nmn 
mte o t osdrto naedethvn nmn 
the same object as that now presented by the Senator from 
Texas, The amendment I offered was drafted In accord­
ance with the suggestion which had been made by the offi­
cials of the Social Security Board and by others who have 
given thought to this subject, and provided that the contri­
bution on the part of the States should be based upon a 
variable formula, so that the States with a low per capita 
income would contribute an amount related to the percent­
age that the per capita income of the State bore to the 
national income. 

Mr. CONNALLY. I suggest to the Senator that his 
amendment provided a two-thirds maximum. 

Mr. BYRNES. Yes. In the amendment which I offered, 
as well as in the amendment of the Senator from Texas, 
a I understand, there is a provision that in no case shall 
a 
the contribution by the Federal Government amount to 
more than two-thirds, nor shall the contribution of the State 
government amount to less than one-third. 

The committee, after considering the amendment and 
also the amendment offered by the Senator from Texas
failed to adopt either of them. It is my opinion that the
amendment of the Senator from Texas will receive greater 
support than the amendment offered by me. Because I 
am in fasvor of the objective, I am, therefore, not going to 
offer the amendment I offered to the committee. Instead 

am going to support the amendment of the Senator from 
Texas. 

I desire to call the attention of the Senate to the situa­
tion confronting us. Under the existing law. though the 
Flederal Government is contributing 50 percent of any 
amount not In excess of $30, the average amount paid by
the various States of the Union as of December 31 was 
$19.55. The amount paid ranges all the way from $32.4 
in California to $6,15 in Arkansas. 

Under the circumstances, the provision of the bill as It 
passed the House and was reported by the committee increas­
ing to $20 the contribution to be made by the Federal Govern­
ment, conditioned upon the State appropriating $20, is, in my.7
opinion, absolutely ineffective and can only result in nlis­
leading many of the aged who are In need throughout the 
country. Manifestly, If the States cannot now contribute 
one-half of $30, It will be Impossible for them to contribute 
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one-half of $40. Wh~en only one State In the Union con- figure I have stated would be a fair estimate. If It is, I 
tributes $15; namely, the State of California, I can see no submit to the Senate, that if we are to admit a dual respofi-
Justification for the hope that by merely increasing the sibility in this matter, if we admit that the Federal Govern-
maximum contribution of the Federal Government in the ment owes a responsibility with reference to the care of 
statute we can thereby bring about an increased payment the aged as well as do the States, then the Federal Govern-
to the needy old people throughout the country. ment cannot entirely divest itself of that responsibility and 

Today when we talk about $30 old-age assistance in the say that it will be content to be a partner in the payment of 
Congress, it is almost a hopeless task to explain the situ- $6.15 or $6.50 or $7 or $8 In a State. 
ation to the man in Arkansas who says, "I get an average of Mr. O'MAHONEY. Mr. President, will the Senator yield?
$6.15 a month," and so on, throughout the other States Mr. BYRNES. I yield. 
where the Payment is less than $15 a month. Mr. o'MAHONEY. I have observed that the Senator has 

As a member of the unemployment committee, I devoted here a very interesting table, apparently taken from the 
some time to the investigation of this subject. Our com- hearings of the Committee on Unemployment, of which he 
mnittee was of the opinion that if old-age assistance was was chairman, which lists the average payment received by
really to be of the service it was intended to be, we should each old-age beneficiary in each of the several States for 
make more adequate provision for the aged needy. So long the period ended December 1938, and that the averages run 
as payments of $6.15 or $8.10 a month are made in the from a maximum of $32.43 in the State of California to a 
form of old-age assistance the recipients will still be In need, minimum of $6.15 in the State of Arkansas. I ask the 
will still resort to the municipality, county, or State for Senator if my understanding is correct that the amount of 
relief, and the taxpayers, through another agency, will con- the payment received by each beneficiary is dependent upon 
tribute to their relief. So long as we are paying this inade- the State law and not upon the Federal law? 
quate stum, we will find the local officials who certify eligibles Mr. BYRNES. Of course, that is correct; and that is what 
for the W. P. A. rolls certifying the old man and the old I was addressing myself to, that, while we admit a dual re-
woman who is still able to work for a Job on W. P. A. sponsibility, we leave to the States the entire determination 

That costs the taxpayers an average of $1,000 a year, In- of the amount. The result of the $10.10 contribution is that 
eluding materials, labor, and overhead. Therefore, from a the United States Government pays to the individual in the 
mere cold-blooded view, considering the expense to the tax- State 10 cents a day--one thin dime per day to take care of 
payer, the wise thing for us to do is to contribute such an aged and feeble persons. The States are likewise responsible 
amount as will make it possible for the States to provide for that, and, if anything, they are more responsible, be-
a sum sufficiently adequate to remove the old people from cause they fix the amount. Nevertheless, I submit that, 
the field of other forms of relief, where there is a dual responsibility, the Government of the 

The amendment prepared by the Senator from Texas pro- United States can consider whether or not that is a condi­
vides for a contribution by the Federal Government of two- tion that should be permitted to continue. 
thirds of the sum paid by the State to the recipient in the Mr. O'MAHONEY. Then I should like to ask the Senator 
State, the two-thirds being based upon and limited to the a further question. This list, then, Is not a list showing the 
average amount paid, not In excess of $15. It would mean amount received by each beneficiary, but it is a list showing
that If today in a State the sum of $15 is paid, the Federal the amount of the payment by the Federal Government? 
Government contributing $7.50 and the local government Mr. BYRNES. Oh, no; it shows the average amount paid 
$7.50, under this amendment the Federal Government would in each State to the beneficiary. When it shows the amount 
contribute $10 and the local government $5, taking the of $6 and some cents, it means that the average payment 
average. That would mean an additional $2.50 per iran per to the individual in Arkansas is $6, in South Carolina $7, or 
month contributed by the Federal Government. On all whatever it Is, and so forth. 
over $15 the contribution would be, as under the existing Mr. O'MAHONEY. Thben, under the bill as the committee 
law, on the 50-50 basis. The estimate of additional cost reported it, the Federal contribution would be one-half of the 
Is $80,000,000 in excess of the amount now paid by the sum shown in this table? 
Federal Government. Mr. BYRNES. That is correct, 

Mr. VANDENBERG. Mr. President, will the Senator Mr. O`MAHONEY. I think it might be well to have the 
yield? table inserted in the REcoRD at this point.

Mr. BYRNES. I yield. Mr. BYRNES. Mr. President, I accept the suggestion of 
Mr. VANDENBERG. The $80,000,000 estimate, as I under- the Senator from Wyoming, and ask that the table be In-

stand, is based upon the maintenance of the existing total, serted in the RECORD.
 
where the system which the Senator contemplates would The PRESIDING OFFICER. Without objection, It is so
 
undoubtedly Increase the total, would It not? ordered,
 

Mr. BYRNES. Mr. President, I am unable to answer The table is as follows: 
the Senator's question as satisfactorily as I should like to do. Average o~l-age assistance payment per recipfemt (title I), 
I must say that the figure is contained In a letter written December 1938 
to the Senator from Texas. It was my understanding that, United State&.........-,--,-.-------------------- $9.55 
based upon the existing roll of one million eight hundred 
and some thousand, it would cost only $63,000,000. I under- Calioriado- -------------- ----------- 329.99 
stand the letter to the Senator from Texas states that the Masahusetts----------------------------------- ----- 28.66 
estimate of $80,000,000 is "an intermediate estimate." Connecticut 26.66 
By that is meant that the estimate Is $60,000,000, based upon Nevada ------------------------------------ ------ 26.46 
the existing roll, and, If they have an estimate as to the NeriYona------------------------ 26.10 

adiinthat would result, It would be somewhere about New Haporrk --.-.----------------------- ------ 24.18 
$100,oo0,000, and when the chairman of the Board refers Ohio ------------------------------------------- _ 23.01 
to "an intermediate estimate" he has taken 50 percent of the Washington ----- - -------------------- ------ 22.10 

etmtdIres.Wyoming------ - - ----------- ------------ 21.62estimated Increase.Idaho --------------------------------------------- 21.55
obviously, in justice to the officials of the Board, It should Oregon --------------- 21.30--------------------- ,-

be said that it is impossible for them to estimate accurately Pennsylvania ---.--. ---------..--.-------- 21.19 
the result of an Increase on the rolls. I think, therefore, Wiscon~idn----------- 20.78 

Maine----------------------------- 20.711that it is not unfair for them to estimate $20,000,000 as the mantin,,--- ------------------------ ---- 0.48 
increase resulting from the additional number of people who Utah.--- --- ------- 20.15 
would be granted relief. Mne s 20.42 

of course, In various States there are various degrees Of South Dakota.--------. ----------- 20.04 
liberality in placing aged persons upon the roll, It~depends Ioa-------------------------------------- -------- 19.82 
upon the attitude of State officials, I think, however. the ~ ..... ,.. --- 19.63 



- --------- 

----- ---------------------- 
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Average old-age assistance payment per recipient (title I),

December 1938--ContInued 
New Jersey----------------------------------- $19.32
Rhode Island --- - -- --- ---- ------- ----- 18.78 
Illinois-------------------------------- --------------- 18.52 
Missouri-------------- - - - 18.48 
Maryland-:------------:---------- ------------------- 17.51 
North Dakota ----------------------------------- ----- 17.38
Nebraska-----------------------7.12 
Michigan--------- -------- --------------------- 1----7.1 
Indiana-------------------------------------------- _ 16.53 
Vermont----------------------------------------- 124.47 
Texas--------------------------------------------- 13.84 
Florida-------------------------------------- ------ 13.84 
West Virginia----------------------------------------- 13.79 
Tennessee ------------------------------------- 13. 23 
New Mexico-------------------------------- 11. 15 
Delaware --------------------------------------------- 10.84
Louisiana ------ - ----- --------- 10.26 
Virginia------------------------------- - -------- 9.54 

Alabama -------------------------------------------- 9.51

North Carolina-------------------------------------- 9.36

Georgia ------- ---------------------------- 8.76

Kentucky------------------------------------------- 8.73 

South Carolina..------------------------------------- 7.40 

Mississippi------------------------------------------ 6.92 
Arkansas--------------------------------- 6. 15 

Per cazpita income by States 1935 
United States..-----------------------------------*$432 


NewYor ----- ­

Connecticut----------------------------------------:__ 607 

California-------------------------------------------:605 
Delaware ----------------------------------- 590 
Revode Isan--------------------------------------------5r61

Nevaa----------- ---- --- 545
Massachusetts ----------------------------------- ---- 53 
Wyoming ----------------------------------------- 526 
New Jersey------------------- ---------------- 517
Illinois---------------- ------------------- 500 
Montana----------------------------------------------- 482
Pennsylvania ------------------------------------ 478 
Michigan----------------------------------------- 473 
Maryland .--------------- ---------------------- 43 
Wisconsin -...------------------------------- 467 
Ohio -------------- - -------------- --...... --~. 46 
New Hampshire ------------- ---------------- -- 438 
Washington ---------------------------------- __ 434 
Minnesota --------------------------------------- 416
Maine ------- ------ ----------- 414 
Colorado ---------------------------------------- 406 
Indiana ----------------------------------------- 402 
Arizona ------------------------------- --- ---------- 401
OregonL---------------------------------------- -- 394
Iowa-------------------------------------- ------- :370 
Missouri -------------------------------------------- --- 366 
Vermont -------------------------------------------- 366 
Kansas--------------------------------------- 365Nebraska --------------------------------------------- 36
Florida----------------------------------------------as3 
Utah ------------------------------------ 348 
Idaho ----------------------------------------------- 34 
New Mexico -------------------------- ----------------- 322 
West Virginia -- -..---------------------------------- 318 
Texas -------------------------------------- 316 
Virginia ------------------------------------------------- 305 
Louisiana ------------------- -- --------- 0 
South Dakota ----------------------------- ------- -- 275 
North Dakota----------------------------- 260 
Oklahoma------------------------------------- 259 
North Carolina ------------------------------- 253
Oeorgia------------------------------------------------ 253 
Kentucky------------------------------....- -------- 240 
Tennessee ----------------------------------------- 232 
South Carolina --------------- ----- ----- ------------ - 224 
Alabama ---------------.---.- - - - 189
Arkansas - ------- 182 
Mississippi ------ 7 
District OColubf..------------- 966 

Mr. O'MAHONEY. Mr. President. I now desire to ask the 
Senator another question. What differences are there in the 
laws of the various States which account for these differences 
.in the payments? 

~~~~~~~~~~~~~~Mr.rsdno BYRNES.h aso hr ore 
States simply provide for the reduced payments in the large
number of States indicated on the lit 

Mr. O'MAHONEY. Is it solely a question of the Inability
of the States to raise by taxationi sufficient funds to meet 
the maximum allowed by the United States law? 

Mr. BYRNES. That is the only other point to which IC 
de-sire to refer. That question, of course. bas been discussed 

at some lcngth. The result of my investigation convinces me 
that It is due to the inabililty of the States to make larger 
contributions. 

Mr. BYRD. Mr. President, win the Senator yield?
Mr. BYRNES. I yield to the Senator from Virginia.
Mr. BYRD. I should like the Senator to refer, for example, 

to Illinois, the second richest State in the Union. It is now 
pangaesino$910 Does the Senator contend that 
Illinois cannot pay more than $19.10 to the aged persons of 
that State? 

Mr. BYRNES. Mr. President, I have before me the table.
The hearings contain, opposite the table showing the amounts 
paid in the various States, a table showing the per capita
income by States. According to that table, Illinois ranks 
tenth In the list of States in per capita Income, and does not 
rank second in the list of States. 

Mr. BYRD. I will say to the Senator that In wealth It does 
rank second. 

Mr. BYRNES. Mr. President, I know the Senator's views 
on the subject, because the matter was discussed in comn­
mittee. The question as to what constitutes the ability of a 
State to pay is to my mind best settled by the question of per 
capita income according to the statement of the Department 
of Commerce issued about 6 weeks ago. The figures to which 
I refer are based upon that investigation by the Department 
of Commerce, following the most scientific methods known to 
the officials of the United States Government at this time. 
They show Illinois as tenth in the list. That, I contend, is the 
best evidence of ability to pay; but I want to say that the 
figures speak for themselves. I hope Members of the Senate 
will read these figures in the RECORD in the morning.

There are two or three States whose per capita income 
is high, but which have made a relatively small contribution. 
Illinois is not the best illustration from that viewpoint, as I 
see it; but this situation cannot be judged by any one State 
or two States. We must take the list; and if we will follow 
the list we shall find that according to the per capita Income, 
as determined by the Department of Commerce, the pay­
ments of old-age assistance to the beneficiaries are very 
closely in accord with the per capita income of the States. 
To my mind, the list shows that, so far as the States have 
ben able to pay, they are paying; and there is no question
in my mind, in view of the sentiment throughout the coun­
try today on this question that when the States are able to 
pay they are willing to pay for this particular cause. 

Mr. BYRD. Mr. President, wifl the Senator yield? 
MrBYNS IyiltoheenorfmVrgia
MrSYNSGIiedt h eaorfo igna
Mr. BYRD. To revert to Illinois; the per capita income, 

to which the Senator has referred, is in that State consider­
ably above the average. I ask the Senator If he thinks $9.50 
Is all that Illinois could contribute to the aged persons of 
that State. and all that she should be expected to contribute. 
The figures which I obtained from the Department of Comn­
merce show that the average per capita income in illinois 

Is $596, and the average for the country is $515. 
Mr. BYRNES. Mr. President, I have said and I will re-

Peat to the Senator from Virginia that I see that he and I 

are never going to agree on these figures. He doubtless will 
have a chance to address the Senate on the subject, and he 
can put into the RECORD the figures he has. I have put into 
the RECORD the figures which have been furnished me. The 
Senate may read them, and, as usual, they will have to do 
what I have had to do-take the figures that they like better. 

Mr. BYRD. Mr. President, the Senator has not answered 
my question. Does he think the great, rich State of Illinois 
has reached the maximum amount it can pay to its old-age 
pensioners? 

r YN. Mr. President, I do not know the conditions 
eitn nteSaeo lios hudnt att xrs 
an opinion on the basis of the list. Before the Appropria­
tions Committee I heard many statements made in behalf of
the people of Illinois. I do not know the conditions. The 
Senator himself will have to answer that question, because I 
cannot answer it for him any better than I have done. 

Mr. President, the list shows that not only Illinois but the 
other States of the Union are not contributing the max-imum 
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Then I ask the Senate, Is It right, Is it fair, to say to the old 
people of the country, "We want to show you what we are 
going to do for you; we will increase the amount of your 
monthly Payment from $30 to $40," and let every old man 
and old Woman sit down at home and read about the passage
of this bill, and think $40 Is coming to them, and await the 
receipt of the $40? They will wait a long time, judging from 
the action of the various States of the Union. 

I know what has happened to the States, and every Mem-
ber of the Senate knows. Gradually, the Federal Govern-
ment has usurped the field of taxation, and has left to the 
States relatively few taxes. In most States what is left 
consists of taxes upon real estate. There comes a time 
when the farm and the home can no longer be taxed suiffi-
ciently to raise enough money to match the $20 which is 
offered by the United States Government. We may go home 
and say, "We offered on the part of the Federal Government 
to give you $20; it is not our fault that you have not got it, 
and that you are getting only $8 or $10"; but somebody is 
going to understand the situation. The situation is that 
instead of saying $40 we might as well say $400, for the 
beneficiaries would come just as near getting $400 as most 
of the States of the Union are going to be able to pay $40. 

We can do a practical thing. We can adopt this amend-
ment, and at least Insure that in the States there will be 
paid an average of $15. That Is the average. A State may 
Pay one individual $20, and it may pay another individual 
$15. The individual receiving $15 may have a son who can 
contribute to some extent to his assistance, and the other 
individual may not, and he will get $20; but the payments
will average $15, and if the average is $15 all that the Fed-
eral Government pays in addition to the present amount 
is $2.50 per man or per woman on this list. I submit that 
It is not an unreasonable thing to ask, and it will make the 
States of the Union contribute something approaching an 
adequate amount, 

Mr. CONNALLY obtained the floor, 
Mr. MILLER. Mr. President, will the Senator yield? 
Mr. CONNALLY. I yield.
Mr. MILLER. I do not desire to occupy the time of the 

Senator from Texas, nor to speak unduly within his time; 
but since the State from which I come occupies the position
that it does in reference to the payment of old-age pensions,
I feel that It is Incumbent on me to say a few words, 

I should be the last man in the Senate to destroy State 
responsibility for old-age pensions. I do not agree with the 
group who think that the obligation should be assumed en-
tirely by the Federal Government. I think the State owes an 
obligation to its citizens which it should discharge. I do not 
want to destroy State responsibility. But in States like 
Arka~nsas-and this is not a pleasant thing for me to say, it 
is not a source of gratification-the people who-are qualified 
under the State law and in accordance with the Federal law 
have been receiving pensions of approximately $6.15 a month, 
If, as the Senator from South Carolina has so well said, this 
Is a Federal responsibility, I merely wish to submit the one 
proposition to the, Senate, that those people are just as much 
citizens of the United States as are the citizens of any other 
State, and contribute as much in proportion to their financial, 
ability to the upkeep and to the maintenance of the Federal 
Government. Then the responsibility of the Federal Govern-
ment likewise ought to be discharged In Arkansas in the same 
proportion aU It is discharged In other States, 

The amendment offered by the Senator from South Caro-
lina, in my opinion, was more just than the pending amend-
ment, but the pending amendment will go a long way toward 
destroying the inequality which exists among citizens of the 
United Ssttes. 

Mr. VANDENBERG. Mr. President, will the Senator from 
Texas yield so that I may ask the Senator from Arkansa a 
question?

Mr. CONNAlLY. I yield.
Mr. VANDENBERG. What is the experience of the Sen-

ator's State in matching other funds that are on a 50-50 
baiIs the Senator's State meeting the other invitations 

tr he Federal Government In ful? 

Mr. MILLER. Not to the extent of one dime. Every dime 
that has been spent in Arkansas during the last 7 years in 
the construction of roads has been Federal money. Today 
we owe $144,000,000 in road bonds. There Is not a single
fund from the Federal Government that is being matched 
as we would like to match it in Arkansas. 

Mqr. VANDENBERG. Would the Senator say that the 
same argument would apply to changing the basis of match­
ing, for instance, in connection with roads? 

Mr. MILLER. I think so. 
Mr. VANDENBERO. In other words, if we are changing, 

are we not setting the precedent for a complete change?
Mr. MILLER. I think the Committee on Unemployment 

suggested the best solution of the problem; that is, handling 
it on a variable basis, depending upon the per capita income 
in the various States. 

I beg the pardon of the Senator from Texas, because I do 
not want to monopolize his time, and I am not going to take 
the time of the Senate to discuss the position my State 
occupies, but I wish to submit this one proposition, that the 
Federal Government, if it owes its citizens anything, owes 
them a semblance of equality. 

I thank the Senator from Texas. 
Mr. HATCH. Mr. President, will the Senator from Texas 

yield? 
Mr. CONNALLY. I yiled. 
Mr. HATCH. I have been unavoidably detained from the' 

chamber, and I do not know what amendment is being con­
sidered. I merely wish to ask the Senator from Texas 
whether the amendment he proposed to offer is now being 
discussed. 

Mr. CONNALLY. It is. I wish to thank very deeply the 
Senator from South Carolina [Mr. BYRNES], who has made 
such a valuable contribution to the discussion. I Wish to 
say that the Committee on Unemployment, of which he is 
chairman, has made an exhaustive study of the question in­
volved. The Senator's original amcndment .had much.appeal 
and a great deal of merit. 

My reason for offering the amendment in the form in 
which it is now presented, containing a definite percentage, 
was because of the variable factors, and the guesses and 
estimates which would have to be resorted to under the 
amendment of the Senator from South Carolina. Some 
actuary of the department each year would have to deter­
mine, not from accurate data, but from his imagination. 
frequently, the relative incomes of the people in the different 
States, and we would always have a considerable discussion 
on the floor of the Senate along those lines. So I concluded' 
that it would probably be administratively better to have a 
definite ratio. I wish to thank the Senator from Arkana 
for his statement a'long the same line. 

Mr. President, why did we ever pass an old-age pension 
law? What business is it of the Federal Government? Why
should not the States attend to that? Why should they not 
determine how much they will pay their old people? What 
business has the Federal Government in this problem at all? 

I do not suppose there was a single State in the Union 
which had an old-age pension system before the Federal 
Government first came forward and said, in effect. "You 
ought to have one, and we are going to make you have one 
by adopting a Federal old-age pension system; and if we 
cannot persuade you to do likewise, we are going to offer you 
a little inducement." 

A Senator sitting near me says "bribery., Well, call it 
bribery. That is the point I am trying to make. The Fed­
eral Government had to determine the best policy under 
which to put the system into effect, and if It could not 
persuade them, It would toll them by, saying "You see this 
money. You will get some of it if you will come In. If you 
do not come In, you will not get any."

The point I am trying to drive home is that the Flederal 
Government is responsible for this system. The Flederal 
Government decreed that the policy of giving something to 
dependent aged persons In the United States should come 
into existence 
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Why did we do that? Did we have any obligation to do 

it? It is said. "Yes, the Federal Government owes an obli-
gation to all of the aged people who are dependent, who are 
in need. It owes them the duty of seeing that they get 
something toward relieving their need." 

Very well. Where are these citizens? They are not all in 
Washington; they are not all in the Senate; they are not all 
in the House of Representatives. They are scattered through-
out 48 States of the Union. They are all the same kind of 
citizens. They are all in need. They are all sovereigns in 
some State, in some Commronwealth. 

What would we think of a government which said, "Well, 
now, there is a good citizen down in Arkansas who is in need. 
The Federal Government owes him something. But how 
much does it owe him? It owes him only $3.08. There is 
another citizen in California in need. How much does the 
Federal Government owe him? It owes him $15." He is 
the same kind of a citizen, in the same condition, in the same 
country, under the same flag. But we give one of these citi-
zens, the one in Arkansas, just $3.08, and the other one, in 
California. $15. Is that right? 

Mr. SCHWELLENBACH. Mr. President, will the Senator 
yield? 

Mr. CONNALLY. I yield. 
Mr. SCHWELLENBACH. Is there not another possible Im- 

plication, that if this continues indefinitely there will be an 
attraction to the States which are able now to pay more; that

ultmatlybudenwillage beplcedupo thm; nd 
that then the possibility will arise that those States which are 
now able to pay 'more will not be able to pay the amount 
they are now paying? Thus an additional responsibility will 

be Stteswhchlacd ponth reabl atth Prset tme 
be place upone teSaewhcarabeath esntie 

to paymorewould
Mr. CONNALLY. I thank the Senator. I can well en-

v~sgealiorna,hatif it al it oter ttrctins ad 
a generous old-age assistance law, it would catch the old as 
it now catches the young. 

Mr. LEE. Mr. President, will the Senator yield? 
Mr. CONNALLY. I yield. 
Mr. LEE. Would the Senator's amendment completely 

correct that situation, or merely help to correct it? 
Mr. CONNALLY. I do not think it would completely 

meet it. I do not think it would solve it entirely, 
Mr. LEE. It would help? 
Mr. CONNALLY. It would help, of course. It would 

help the very lowest ones, the ones at the bottom, where the 
need is the greatest. After a pension gets as high as $15, 
then the State and the Federal Government, under the 
amendment which I have offered, would share the burden 
equally. 

Mr. LEE. If the, situation is to be completely corrected, 
the pension will have to be paid by the Federal Government 
without regard to the States matching at all, will it not? 

Mr. CONNALLY. Not necessarily. I do not agree to 
that. I doubt whether the country would stand for that. 
I do not believe that would be quite right, because we let 
the States administer the law in the first place. If a State 
is going to administer the law and is going to specify the 
recipient of the fund, it ought to have some financial re-
sponsibility, because it is much easier to divide other peo-
ple's money than one's own. So, I think the State Ought 
to be forced to contribute, and thereby have a feeling of 
financial responsibility, 

What would Senators think of a pension law, not an old-
age-pension law, especially, but any kind of a pension law-
a military-pension law, for instance, for men who are in 
the service-if we should say, "We are going to give pen-
sions to deserving soldiers, whether they fought or whether 
they stayed at home, but if one of them lives in Arkansas 
he is going to get $3.08, but another soldier who lives in 
California will get $15"? Would Senators vote for such a 
measure? Would they say that simply because a soldier 
happens to live in Colorado he should receive $12 out of the 
Federal 'Treasury in the form of a pension, when another 
soldier who had stood by his side in battle ranks, and who now 

lives in Arkansas, would get $3.08? That Is the question in­
volved. 

I will say to the Senator from Oklahoma [Mr. LEE] that 
the amendment is in conformity with the original spirit of 
the law, because our theory was that we would persuade the 
States, we would induce them, we would coax them to 
adopt a policy which they have never heretofore adopted of 
their own motion, and so by making provision for the pay­
ment of two-thirds, up to $15. we are helping States such as 
Arkansas. Arkansas pays only $3.08 now. If the amend­
ment is adopted Arkansas will pay $5. if they have to go out 
and hijack the taxpayers to get It, because those who run 
for office, those who run for governor or other offices there 
will very wisely conclude, "We can raise it to as much as $5 
because we will then get a larger amount." I do no violence 
to my own opinions or views when I say that the policy of 
this law is to coerce, to coax, to persuade the States, to in-. 
fluence them, to bring them to a state of mind, whatever one 
may want to call it. That is what this law was passed for. 
Why? Because up to the time this law was enacted no State, 
so far as I know, had an old-age-pension system. If there 
was any State which had one I should like to be corrected. 
No Senator answers. 

Mr. SCHWEILLENBACH. The State of Washington did 
have. 

Mr. CONNALLY. May I ask the Senator how much I,. 
paid?

Mr. SCHWELLENBACH. It did not pay very much. The 

Mr. SCHWELLENBACH. No. And I will say that prob-

Saelaw was enacted. i 93 ro otetm h eea 
lwwseatd 

Mr. CONNALLY. It did not operate very long? 

ably it was In contemplation that the Federal Government
later adopt such a law. 

rCONLY IknwtathSaeofWsign 
was enterprising. It saw what was coming, and it beat the 
Federal Government to the gun by a few months. Be that 
as it may. I still will let my statement stand, because the 
system had not begun to operate well before the Federal 
Government entered the field. But, by and large, the Fed­
eral Government is entirely responsible for the States adopt­
ing the system of old-age pensions. If we have an adequate 
sense of our obligations, if we have sufficient sense of duty 
to the citizens to pass this law, and to appropriate the mUl­
lions of dollars which we have been appropriating, and to 
coerce the States into appropriating an equal number of 
millions of dollars, why should we let the States dominate 
the entire system? That is what we are doing. We are say­
ing to the State, "We will only pay to your needy what you 
pay them." Do not we owe any duty to the needy man 
himself? And if we owe him any duty. It is not dependent 
on what the State does for him. If the Federal Government 
owes the citizen an obligation, it owes it to him directly. 
The Federal Government dces not operate through the State 
government, but every responsibility of the Federal Govern­
ment to the citizen is direct. Every duty that a citizen owes 
to the Federal Government Is direct. It does not pass 
through the State. 

The duty that I owe my Government in time of war does 
not go through any State. It is due to the Federal Govern-
meat. There are two sovereignties. each operating over the 
came territory at the same moment, and the citizen is a dual 
citizen. He Is not simply a citizen of California, but he is a, 
citizen of California and also a citizen of the Uftiited States, 
and what he owes unto the Federal Government he must pay 
to the Federal Government. We do not pay taxes to the 
State and then have the State contribute those taxes to the 
Federal Government. Whenever a citizen pays a Federal 
tax he pays It directly to the Federal Government, and he 
pays his other taxes to the State government, and the reverse 
of that proposition is just as sound today as the day when 
the Constitution was ratified by the first nine States of the 
original Union. 

Whatever duty the Federal Government owes to a citizen 
it owes to him not because he happens to be a citizen of a 

-State but because he Is a citizen of the 'United States, and 
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-ithas no right to shirk its responsibility and say, "Because 
you belong in this State the measure of our Federal duty to 
you, the measure of our Federal obligation, will not be a 
measure that we set, but it will be a measure that your State 
sets, and if your State is unfair to you, if it is unable to 
raise the money, if it is not sufficiently wise to raise an ade-
quate amount, neither will the Federal Government do jus-
tice to You. If your State Is unfair to you, if it is indifferent 
to your wants and your needs, the Federal Government will 
COPY the State in that respect, and we will be indifferent 
also." If that is to be the Federal attitude, why did we ever 

passthe rigialbllState
Mr. BYRD. Mr. President, will the Senator yield? 
Mr. CONNALLY. I will yield in just a moment. If we 

wanted the Statcs to do as they saw fit about old-age pen- 
sions and determine how much they would give, why did 
we not let the matter alone, and let each State raise the 
question and decide it for itself? 

I now yield to the Senator from Virginia. 
Mr. BYRD. If the old-age pension Is considered to be 

unjust by the people living In the States, do they not have 
the power to elect to office those who will treat them justly? 

Mr. CONNALLY. In theory that is fine. I will say to 
the Senator from Virginia that I am not trying to agitate. 
God knows there is already sufficient agitation about old-age 
pensions. The amendment I am now discussing is most 
moderate. I am not in favor of unloading all this obligation 
on the Federal Government. The Senator from Virginia 
heard me say that so long as the States are going to ad-
minister the system they ought to make some contribution 
of a financial character, and ought to feel the reins of 
authority and the bonds of responsibility. 

The Senator from Virginia quoted statistics with reference 
to Illinois. I am not particularly concerned about Illinois, 
but if Illinois is rich and able to pay old-age pensions and 
does not pay enough, if an increased amount comes out of 
the Federal Treasury, fllinois will be benefited by that 
much. If it has such a high income, if it is so rich, then 
the Federal Government will reach in and get a little more 
of the money of Illinois and pay it to the people who need 
It. 

Mr. HATCH. Mr. President, will the Senator yield? 
Mr. CONNALLY. I yield. 
Mr. HATCH. I was going to suggest to the Senator with 

respect to the discussion of the unfairness of individual 
States to their citizens, that I happen to come from one 
of the poorer States, a State whose old people receive but 
little in the way of old-age assistance. That is not due to 
any unfair attitude on the part of the State officials. 

Mr. CONNALLY. No. Let me say to the Senator that 
some of my deductions were, of course, hypothetical. 

Mr. HATCH. Yes; I understand that perfectly. But I 
merely wanted to put in the RECORD that, at least so far as 
my State is concerned, the small payments are due simply 
to the fact that the State is unable to make larger payments,
Should the people in New Mexico be discriminated against 
because of the poverty of the State? That is the situation, 

Mr. CONNALLY. I thank the Senator. I think the Sen-
ator from New Mexico has put his finger right squarely on 
the most delicate and sensitive spot In the whole problem.

The Senator from Virginia talked about the great State of 
.Illinois being rich, and that it ought to contribute more to 
old-age pensions. That is probably true. Who made the 
State of 1111no~s rich? Did it come from within the city
limits of Chicago? Was the wealth that is in Illinois pro-
duced there? Every time a brakeman uncoupled a train in
New Mexico or Arizona on one of the transcontinental lines,

he ws cntrbutng te walthof y mkin ito hicgo
he ws cntrbutng o te walthof hicgo y mkin it 

pcssible to concentrate there the great industries and the 
great financial and commercial activities which made Chi-

caothe second City of the Nation. And ought not Chicagocago
to pay something to help those who have helped make her 
rich? 

Mention is made of New York. New York would still be
old eterMinit fro indansbugh ththe village that ol ee ml ogt rmteIdas 

for $24 if it had not been for People all over these United 
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States who from their own activities and their own in­
dustries poured a great stream of wealth into New York. 

In the old days everyone who took out a small life-insur­
ance policy cut a few years off his life and gave them to 
those in New York who owned-the life-insurance company.
That happened all over the Nation. If one traced the inter­
est paid on money borrowed at the little country bank one 
would find that a great deal of it went to New York, to the 
big bank, from that little bank which borrowed the money 
to loan to persons in my State and, Mr. President, in your
State. And when people in my State and people in your 

were paying 10 percent and 12 percent, the favored
interests in the great cities were getting their money for 
3 percent, 4 percent, and 5 percent. 

The Senator from New Mexico put it vividly. There are 
many States in the Union which are poor. Take New Mexico. 
Let us say a road 10 miles or 20 miles long is to be built. 
Relatively there are very few people on the highway, very, 
few people to maintain it. A highway in New York of the 
same length would reach 10 times or 100 times as many
people who would use it, and yet it costs just as much, and 
perhaps more, to build a road in New Mexico than it does 
in New York. 

Mr. ANDREWS rose. 
Mr. CONNALLY. Mr. President, does the Senator wish 

me to yield? 
Mr. ANqDREWS. Mr. President, I wish to Inquire if the 

Senator is now yielding the floor. 
Mr. CON'NALLY. No: I am not yielding the floor. I 

shall be glad to yield to the Senator. I have not quite con-
eluded. I shall be glad to have the Senator interrupt me 
if he so desires. I probably shall conclude at 5 o'clock. 

Mr. ANDREWS. I should like to Interrupt the Senator 
for a few minutes. 

Mr. CONNALLY. I shall be very glad to be Interrupted 
by the Senator from Florida, because I am sure he is In 
sympathy with the amendment. 

Mr. ANDREWS. It is my purpose to show that one de­
partment of the Government, which has to deliberate care­
fully on all questions of fact and law, has determined that 
old-age assistance and old-age pensions are a national obliga­
tion, and not a local one. TIhe direct question at Issue was 
title II of the Social Security Act, which provides for Federal 
old-age benefits. The case was that of Hlelvering v. Davis 
(301 U. S., 640). I should like to quote from the opinion in 
order to show that the highest authority in the country has 
determined the question. 

The Supreme Court, in an opinion written by the late 
Justice Cardozo and concurred In by six Justices of the 
United States Supreme Court-all except Justices Mc-
Reynolds and Butler--said: 

The purge of Nation-wide calamity that began in 192 has 
taught us many lessons. Not the least is the solidarity of interests 
that may once have seemed to be divided. unemployment spreads 
from State to State, the hinterland now settled that in pioneer 
days gave an avenue of escape. Spreading from Stateto State, unemployment is an ill not particular but general,
which may be checked, If Congress so determines, by the resources 
of the Nation. If this can have been doubtful until now. our 
ruling today In the case of the Cha~s. C. Steward M4ach. Co. (301,U. S. 548. ante, 1279, 57 S. Ct. 883, 109 A. L. R. 1293. supra).
has set the doubt at rest. But the inl is all one or at least not 
greatly different whether men are thrown out of work because 
there is no longer work to do or because the disabilities of age
make them Incapable of doing It. Rescue becomes necessary
irrespective of the cause. The hope behind this statute is to save 
men and women from the rigors of the poorhcuse as well as 
from the haunting fear that such a lot awaits them when journey'& 
end Is near. 

Congress did not improvise a judgment when It found that the 
award of old-age benefits would be conducive to the general wel-.
fare. The President's Committee on Econcmic Security made ark 
investigation and report, aided by a research staff of Government 
officers and employees, and by an advisory council and several 
Other advisory groups. Extensive hearings followed before theHouse Committee on Ways and Means and the Senate Committee 
on Finance. A great mass of evidence was brought together sup­
porting the policy which finds expression In the act. Among the 
relevant facts are these: The number of persons in the United
States 65 years of age or over is Increasing proportionately asveli as absolutely. What is even more important, the number 
of such persons unable to take care of themselves 13 gro'Wtag 
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at a threatening pace. More and more our population Is becom-
ing urban and Industrial instead of rural and agricultural. Th 
evidence is imprcssive that among industrial workers the younger 
men and women are preferred over the older. In tirnes of re-
trenchment the older are commonly the first to go, and even if 
retained, their wages are likely to be lowered. The plight of men 
and women at so low an age as 40 Is hard ,almost hopeless, when 
they are driven to seek for reemployment. Statistics are In the 
brief. A few illustrations will be chosen from many there col-
lected. In 1930, out of 224 American factories investigated, '71. 
or almost one-third, had fixed maximum hiring-age limits; in 
4 plants the limit was under 40, In 41 it was under 46. In the 
other 153 plants there were no fixed limits, but In practice few 
were hired if thev were over 50 years of age. With the loss of 
savings inevitable in periodS of Idleness, the fate of workecrs over 
65. when thrown out of work, is little less than desperate. A 
recent study of the Social Security Board informs us that "One-
fifth of the aged in the United States were receiving old-age
assistance, emergency relief, institutional care, employment under 
the Works Program, or some other form of aid from public or 
private funds; two-fifths to one-half were dependent on friends 
and relatives; one-eighth had some income from earnings; and 
possibly one-sixth had some savings or property. Approxuniately
three cut of four persons 65 or over were probably dependent
wholly or partially on others for support." We summarize in the 
margin the results of other studies by State and national com-
missionis. They point the same way.

The problem is plainly national in area and dimensions. 

That is one point I wish to bring out, 
Moreover, laws of the separate States cannot deal with It effec-

tively. 

That is another point I wish to bring out. 
Congress at least had a basis for that belief. States and lca(~l

govei nments are often lacking In the resources that are necessary 
to finance an adequate program of security for the aged. 

That is exactly the point the Senator from Texas [Mr. CoN-
NALL]NALL] I makng.ancei makng.fund. 

Thbis is brought out with a wealth of illustration In recent studies 
of the problem. Apart from the failure of resources, States and 
local governments are at times reluctant to increase so heavily the 
burden of taxation to be borne by their residents for fear of placing
themselves in a position of economic disadvantage as compared with 
neighbors or competitors. We have seen this In our study of the 
problem of unemployment compensation. 

By the way, that is one of the strongest points, proving the 
statement that it is a national obligation. 

* * A system of old-age pensions has special dangers of Its 
own. if put in force in one State and rejected in another. The 
existence of such a system is a bait to the needy and dependent else­
where. encouraging them to migrate and seek a haven of repose. 

Thbat is exactly the situation we now face in the State of 
Florida. One hundred thousand elderly people migrated to 
Florida before the depression touched us. The depression 
caught them in Florida. They suddenly found that the 
coupons attached to thcir industrial and other bonds were 
worthless, and they themselves were cast out, to be taken 
care of by the public or allowed to suffer. They come from 
every State in the -Union. They are part of the national 
problem which we are trying to help solve. The Supreme 
Court of the United States, in the opinion from which I have 
read, has held that the problem is national, and not local, and 
has given its reasons. Those reasons were arrived at deliber­
ately, behind closed doors, where the Court had plenty of time 
to think over the problem and then lay down the policy, 

We cannot escape the problem. We must face it. 
Only a power that is national can serve the Interests of all. 

The opinion goes on and gives further reasons why the 
probl'em is a national one. I thank the Senator from Texas 
for permitting me to speak in his time. 

Mr. CONNALLY. I am very glad Indeed to have the 
Senator from Florida contribute to this discussion. 

Mr. BARKLEY. Mr. President, is the Senator from Texas 
ready to suspend for the day, or does he wish to proceed at 
this time? 

Mr. CONNALLY. I wish to be recognized when the Senate 
meets tomorrow. I am willing to have an armistice at this 
time. 

The PRESIDING OFFICER, The Chair understands that 
upon the resumption of the session tomorrow the Senator 
from Texas will have the floor. 

Mr. SHIPSTEAD. Mr. President, I ask unanimous con­
sent to have printed in the RECORD at this point an amend­

ment which I intend to offer tomorrow to the pending bill. 
The PRESIDING OFFCER. Without objection, it is so 

ordered. 
The amendment intended to be proposed by Mr. SwPsTEAD 

Is as follows: 
At the proper place In the bill Insert the following new section: 
"SEc. -. (a) On and-after the date of enactment of this act the 

total amount of the stabillmtion fund established by section 10 
of the Gold Reserve Act of 1934. as amended, shall not exceed 
$500.000,000, and the balance of the sum of $2,000,000,000 appro­
priated by such section for the purposes of such fund shall be set 
aside in a special account in the Treasury and used as a basis 
for the issuance of coins and currency In an equivalent amount, 
The coins or currency so issued shall be used to retire the special
obI!g!?tions of the United States which on the date of enactment 
of this act are held in the Federal Old-Age and Survivor Insurance 
Trust Fund, the Railroad Retirement Account, and the Unem­
ploymnent Trust Fund. All amounts paid Into such funds for the 
purpcse of retirinig such special obligations shall be available for 
the purchase at the market price of interest-bearing obligations of 
the United States, or of obligations guaranteed as to both prin­
cipal and Interest by the United States, or for the acquisition of 
any such obligations on original issue at par.

`(b) Notwithstanding the provisions of section 7 of the Gold 
Reserve Act of 1934, as amended, In the event that the weight of 
the gold dollar shall at any time be further reduced after the 
date of enactment of this act, the resulting increase In value of 
the gold held by the United States (Including the gold held as
security for gold certificates and as a reserve for any United States 
notes and for Treasury notes of 1890) shall be credited to the ac­
count of the Federal Old-Age and Survivor Insurance Trust Flund 
and shall be available for the purposes of such fund. 

1(c) All amounts hereafter retained as seigniorage upon the de­
livery of silver to the United States mints for coinage shall be 
credited to the account of the Flederal Old-Age and Survivor Insur-

Trust Fund and shall be available for the purposes of such 

'1(d) The Secretary of the Treasury Is hereby authorized to 
make such rules and regulations as may be necessary, with respect 
to the issuance of coins and currency authorized by this section. 
and the retirement of the special obligations provided for by this 
section."~ 
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AMENDMENT OF SOCIAL SECURITW ACT 

The Senate resumed the consideration of the bill (H. P. 
6635) to amend the Social Security Act, and for other 
purposes. 

The VICE PRESIDENT. When the Senate took a recess 
yesterday afternoon the Senator from Texas [Mr. COil-
NALLY) gave notice that, after the expiration of the armis­
tice this morning, he would like to renew the battle on the 
pending question, which Is the amendment of the Senator 
from Texas. So, the Chair thinks he should recognize the 
Senator from Texas. 

Mr. HARRISON. Mr. President-
Mr. CONNALLY. I yield to the Senator from Mississippi. 
Mr. HARRISON. Mr. President, I am wondering how 

many speeches there are to be made on this particular 
amendment. I understood that the Senator from Okla­
homa [Mr. LEE] was going to. offer an amendment after 
the disposition of the pending amendment. Due to the sud­
den death of one of our colleagues in the other House, 
several Senators will have to leave as members of the 
funeral party. I had hoped that the Senate might obtain a 
vote on the pending amendment at an early hour. I do not, 
however, desire to cut off any Senator from making a 
speech on It. 

Mr. BYRD rose. 
Mr. HARRISON. I understand the Senator from Vir­

ginia desires to speak on the amendment? 
Mr. BYRD. I do. 
Mr. HARRISON. Mr. President, I inquire if we could 

vote on this particular amendment at 1:30 p. In. today?
Mr. McNARY. Mr. President, at this time, I do not 

think, without further consideration of the matter, I could 
consent to that. 

Mr. HARRISON. Very well. 
Mir. CONNALLY. Mr. President, I do not care to detain 

the Senate long on this amendment: but some Senators who 
now are present were not here yesterday, and I feel it neces­
sary briefly to refer to what the amendment proposes. 

As was explained yesterday, the amendment simply pro­
vides that in the matter of old-age pension payments the 
Federal Government shall contribute two-thirds of the pay­
ments up to a total of $15, and that after the payments reach 
$15 the contributions shall be equal, as under the present 
law. In other words, the Federal Government puts up $10 
and the State puts up $5, making $15, and from that point 
on the amounts are equal; the purpose of the amendment 
being to encourage and stimulate the States which now, 
either by reason by having exhausted their available tax 
resources or from any other cause, have not provided sub­
stantial old-age pension payments. 

Mr. McKELLAR.I Mr. President-
The VICE PRESIDENT. Does the Senator from Texas 

.yield to the Senator from Tennessee? 
Mr. CONNALLY. Z do. 
Mr. McKELLAR. It is unquestionably true, Is It not, that 

this arrangement applies to all the States exactly alike? 
Mr. CONNALLY. Exactly. 
Mr. P1resident, I 'wish to make it clear to all Senators who 

may have labored under any misapprehension yesterday 
because of the debate regarding the rich and the poor 
States that this amendment does not discriminate in any.. 
wise agains any State. It applies to the rich States just 
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as it does to the poor States. It simply relates to the ratio 
of the initial contribution, so that a rich State receives the 
same consideration that a poor one does, and a poor State 
enjoys the same opportunity and the same consideration as 
a rich State, except in the amiount of stimulation. I think 
the amendment will stimulate and have a greater effect upon
the poor States to encourage them to exert themselves to the 
utmost to meet the requirements necessary to obtain a sub-
stantial Federal payment than it will, perhaps, in the case 
of the rich States; but, so far as the law and its application 
are concerned, every State has the same opportunity, and 
there is no discrimination whatever. 

Mr. HATCH. Mr. President-
The VICE PRESIDENT. Does the Senator from Texas 

yield to the Senator from New Mexico? 
Mr. CONNALLY. I do. 
Mr. HATCH. The Senator has stated that under his 

amendment there would be no discrimination. I ask him if it 
Is not true that by reason of the Inabillty of some of the 
States to match the payments of the Federal Government 
on a. strict 50-50 basis the present law discriminates against 
the poorer States in favor of the richer States? 

Mr. CONNALLY. The Senator from New Mexico Is cor-
rect. Technically, of course, the present law applies to every 
State alike; but in actuality and in practice, what happens
in the case of the poorer States was described by the Senator 
from Arkansas [Mr. MILLER] yesterday when he stated that 
his State had exhausted its tax resources, and was not con-
tributing anything to all the other Federal matching pro-
grams, but that in the case of old-age pensions all that it had 
been able to pay so far was $3.08 per head. In a case of that 
kind, by putting up $2 more, Arkansas would be enabled to 
pay its pensioners a total of $15, and every other State could 
do the same thing and receive the same ratio of contribution 
from the Federal Government. 

Mr. BORAH. Mr. President-
Mr. CONNALLY. I yield to the Senator from Idaho. 
Mr. BORAH. Assuming that the State and the Federal 

Government put up the amounts provided for, what is the 
full amount which the pensioner would receive? 

Mr. CONNALLY. Under the present law? 
Mr. BORAH. No; under the Senator's amendment. 
Mr. CONNALLY. Under the pending bill the maximum 

has becrn increased by the House from $30 to $40. 
Mr. BORAH. And each pays half? 
Mr. CONNALLY. And each pays half. Under the amend-

rient which I offer the Federal contribution would be $2.50 
more than the State contribution. In other words, by putting 
up $10 the State could pay its pensioners $25; by putting up
$15 it could pay them $35; and so forth and so on, up to a 
maximum of $40. 

Mr. SCHWELENBACH.L Mr. President, will the Senator 
yield? 

The VICE PRESIDENT. Does the Senator from Texas 
yield to the Senator from Washington? 

Mr. CONNALLY. I yield. 
Mr. SCHWELLENBACH. So that I may understand the 

Senator's amendment and get it down to fractional figures, I 
should like to ask the Senator if this calculation is correct: 
At the present time in my State we pay $22, $11 being paid by 
the State and $11 by the Federal Government. As I figure, 
under the Senator's amendment the State would pay $5 and 
the Federal Government $10. That would make $15. 

Mr. CONNALLY. Yes. 
Mr. SCHWELLENBACH. Assuming that the State paid 

the same amount as at present, $11-$6 more than the $5 1 
have just mentioned-the Federal Government then would 
put up an additional $6, which would make $12, increasing 
the total amount from $22 to $27. 

Mr. CONNALLY. That is correct. 
Mr. SCHWELLENBACH. And if each put up the maxi-

mnum amount of $20 under the House provision, the total 
additional amount would be $9 more from the State and $9 
more from the Federal Government, or $18 more, or a total 
of $45 to the individual Pensioner. 
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Mr. CONNALLY. No; under the bill. I think the maximum 

is $40. The Federal Government may not contribute more 
than a maximum of $20. The State may pay any additional 
amount it desires. It may raise the amount to $50 if it wants 
to do so. 

Mr. SCHWELLENBACH. But, at any rate, under the 
present system, whereby the State of Washington pays $11, 
the pensioner would receive $27 instead of $22? 

Mr. CONNALLY. That is correct.
 
Mr. BURKE. Mr. President, will the Senator yield?
 
Mr. CONNALLY. I yield.

Mr. BURKE. In answer to a query from the senior Sena­

tor from Idaho [Mr. BoRA~is] the Senator from Texas referred 
to the fact that the increase in the Federal contribution would 
be $2.50. 

Mr. CONNALLY. The amount would be $2.50 more than 
it is now. 

Mr. BURKE. That is the Increase over the present amount. 
That seems a very smnall amount. I was not here during 
the entire time the Senator was addressing the Senate yes­
terday. Did he state the total Increased cost to the Federal 
Governmnent which would result from the adoption of this 
amendment? 

Mr. CONNALLY. I did not; but I can do so. I have an 
estimate before me. 

Mr. BURKE. When It is reduced to $2.50 per Individual, 
that seems to be a very reasonable amount; but I wondered 
what the total would be. 

Mr. HARRISON. Mr. President, if the Senator Will yield,
the estimate is that this arrangement would entail an addi­
tional cost of $80,000,000 to the Federal Treasury.

Mr. BURKE. Eighty million dollars a year?
 
Mr. CONNALLY. That is correct.
 
Mr. BURKE. The only further question I should like to
 

ask the Senator is, Has he given consideration to the ques­
tion where the Federal Government is to get the additional 
$80,000,000 per year?

Mr. CONNALLY. of course. I do not provide for It In 
this bill. 

Mr. BURKE. No; naturally not. 
Mr. CONNALLY. Of course the Senator from Nebraska 

knows, however, as the Senator from Texas knows, that all 
the money we are spending is going to have to come out of 
the pockets of the taxpayers. It is going to have to come 
cut of the pockets of some of the taxpayers In Illinois about 
whom the Senator from Virginia [Mr. BYRD] Was talking 
yesterday. A great hunk of it will have to come out of the 
rich men in Illinois; and about January 1941, no matter who 
is President, and no matter who constitute the Senate, the 
Finance Committee of the Senate will have to report a tax 
bill that will jerk some taxpayers out of their boots. We 
all know that; and that is where the money has to come 
fromn, just as the money for all other Federal expenses. It 
must come from those who have it. It cannot be raised by 
taxing poverty. 

Mr. BURKE. Mr. President, just one further question. 
I understand, then, that the Senator has no qualms about 
imposing by this amendment a further tax burden of $80,­
000,000 a year on the country for this which he evidently
considers a most worthy and deserving purpose. 

Mr. CONNALLY. I have not. Let me say further to the 
Senator from Nebraska that if this $80,000,000 does not come 
out of the Federal 'Treasury it is going to come out of the 
treasuries of some of the States, or else the old people will 
not get it. The old-age pensioners either will not get it or 
the additional amounts will come out of the treasuries of 
the States. 

Who puts up the money in the States? The same people 
who pay Federal taxes. The $80,000,000 will have to come 
out~of either the Treasury of the Federal Government or the 
treasuries of the State governments. The Federal Treasury 
represents the comparative economic ability of people to pay 
taxes more nearly than do the treasuries of the Individual 
States, for the reason I suggested yesterday, namely, that in 
the great commercial and financial centers built uP by the 
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contributions of people from every section of the United 
States there are aggregated and concentrated the great 
wealth and the great taxpaying ability, so that such centers 
should contribute out of their taxes, to a project that is for 
the general welfare of all the people of the United States. 
I have no0 hesitation and no qualms of conscience about 
voting $80,000,000 more out of the Federal Treasury when it 
lessens by Just that much the burdens on State governments, 
many Of which have already practically exhausted their tax-
Ing resources upon real estate and upon homes and home-
steads and visible property that the tax collector can see, and 
whose taxes are not levied upon the basis of income, or upon 
the basis of the real resources and financial strength of the 
great Centers of wealth and population, 

Mr. BURKE. Mr. President. will the Senator yield for one 
further question? 

Mr. CONNALLY. I am glad to yield. 
Mr. BURKE. Then why does not the Senator from Tea 

go the whole way? If the tax burden ought to be borne by 
the Federal Government, why not accept the amendment to 
be offered and have the entire amount paid by the Federal 
Treasury, or, at least, why set the payments at two-thirds 
and one-third? Why not make them three-fourths and 
one-fourth? 

Mr. CONNALLY. Will the Senator vote for such a pro-
posal If I will? 

Mr. BURKE. I will consider that after the Senator 
offers It. 

Mr. CONNALLY. Of course, the Senator would not vote 
for it. The Senator from Nebraska Is not for It. His ques- 
tion was supposedly asked for purposes of information, Its 
real purpose-.... 

Mr. BURKE. I have not received any information. 
[Laughter.] 

Mr. CONNALLY. I1will answer It. The real purpose was 
to "flabbergast" the Senator who has the floor. The Senator 
stated that he was not here yesterday. 

Mr. BURKE. Not aUl of the time. 
Mr. CONNALLY. His question proves it, because I ex 

plained yesterday, and I will reexplain now for the Senator, 
though It seems to me that if the Senator was not here yes-
terday he should have read the CONGRESSIONAL RscoRD and 
have informed himself of what happened yesterday-

Mr. BURKE. I much prefer to have the Senator explain It 
again in his own way; it Is so much more Interesting. 
[Laughter.] 

Mr. CONNALLY. I thank the Senator. The Senator ha 
bribed me into makting a full disclosure. [Laughter.] 

I will say to the Senator that I do not favor requiring the 
Federal Government to pay all the cost, for the reason that, 
under the law, we permit the States to administer the act; 
we allow the States to select all the employees; we allow the 
States to determine to whom old-age pensions shall be paid; 
and as we do that, I stated on yesterday that, in my, opinion, 
the States ought to participate financially in the program; 
they ought to feel the responsibility that goes along with the 
raising of the revenue from their own taxpayers and its 
expenditure. It is so much easier to spend other people's 
money than our own money. I1do not know what will happen 
in the years to come, but I believe that now, at least, in the 
experimental and first years of this plan we should Insist 
that the states make a financial contribution. 

If the Senator will. observe, my amendment does not refer 
to two-thirds of all of the cost; It refers only to the amount 
up to $15, and that Is for the purpose of reaching those in 
the lower brackets. If a man is hungry In Arkansas, his 
appetite is no more satisfied by $3.08 than It would be in any 
other State of the Union. By the enactment of the law the 
Federal Government indicated that it bad an interest in the 
old-age pension system. We did not have to pass the law. 
but we enacted it, and we said to the States, "Now, you come 
In." If the Federal Government has any sense of obligation 
or responsibility, how Is that met by paying a man In Ar-
kansas $3.08, as against $15 to a man similarly situated 
residing in the State of California? 
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Mr. BURKE. Mr. President, if the Senator will pardon 

me, a complete answer was given to my query by the Sena­
tor in his statement that it is so much easier to spend other 
people's money than our own. 

Mr. CONNALLY. That is correct, and I thank the Sena­
tor. I am glad I satisfied his curiosity. I think he had 
that In his mind all the time but merely wanted the Senator 
from Texas to confirm his judgment. [Laughter.] I 
appreciate very much having the opportunity. 

Mr. BORAH. Mr. President. I do not intend to oppose
the Senator's amendment, because a State would be required 
to put up part of the money, but if we are to take care of 
the old-age pension problem it will not be long, It seems to 
me, before the Federal Government will have to take care 
of the entire matter,
 

Mr. CONNALLY. That may be.
 
Mr. BORAH. As the Senator has said, merely because 

an old person lives in a State which cannot contribute is no 
reason why he or she should go hungry or in need. Some­
time or other we are going to have to take care of this 
problem on a national basis. I do not say that the Senator 
is not Justified at the present time, but we may look forward 
to it, because it is coming. We are moving rapidly in that 
direction. 

Mr. CONNALLY. Permit me to say to the Senator from 
Idaho that, as I indicated a moment ago, perhaps at some 
time in the future the system wiln be entirely federalized, 
but as practical legislators, the Congress is not now ready to 
place the entire responsibility on the Federal Government. 
It has been tested out In the committees and in the House 
of Representatives, and the Congress Is not ready to do it. 
The amendment of the Senator from Texas, according to 
the view of the Senator from Idaho, Is an improvement on 
the present law: so I do not see how the Senator from 
Idaho can refrain from voting for the amendment I now 
offer, entertaining the views he does entertain. 

Mr. BORAH. I am not indicating that I wil vote 
against It. 

Mr. CONNALLY. I am Indicating that I hope the Sena­
tor will vote for it. 

Mr. BORAH. I will say that I am going to vote for the 
Senator's amendment, with the understanding that if I can 
get a chance to vote for a better amendment, I will vote 
for It. 

Mr. CONNALLY. Certainly; that Is in keeping with the 
Senator's reputation here. He votes for a better amendment 
If he gets the chance, and I applaud him. I am always 
very comfortable if the Senator from Idaho and I are 
traveling in the same company,.

Mr. HILL Mr. President, will. the Senator from Texas 
Yield? 

Mr. CONNALLY. I yield. 
Mr. HILL. The Senator from Idaho has made very clear 

the situation, that It makes no difference In what State a 
couple may live, there is a minimum on which that couple 
can live ancd have anything like a livelihood, meat, and bread 
for their support. As the Senator remembers, we passed a 
wage and hour law which was to apply to all the States of 
the Union, and we laid down a standard of minimum wages
which employers would have to pay. We did not provide one 
minimum for one State and another minimum for anoth~rr 
State. The same minimurm applies throughout all the 48 
States of the Union; and certainly there is a minimum 
amount which can sumoie as an old-age pension. As the 
Senator has stated, the Federal Government having recog­
nlzed its responsibility in this matter, it ought to see to it 
that a minimum applies throughout the Union in all the 
States. 

Mr. CONNALLY. Mr. President, I thank the Senator fronm 
Alabama, and, replying to both the Senator from Alabama 
and the Senator from Idaho, I wish to say that we have bez~n 
operating under the Old-Age Pension Act for only a few 
years, and, as in the case of all new and experimental legis­
lation, we have to rely largely on our experience under It. 
It may be that later on the Flederal Government will take over 
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the entire responsibility, but up to the present time It has 
not done so, and I do not think it is prepared to do so, be-
cause this issue was tested in the House and, when the votes 
were taken, was wholly rejected, 

Since we allow the States to select the objects of this 
gratuity or bounty and allow the States to administer the 
act, I think we must see to it that the States have some 
responsibility financially. If we finally take over the system
federally, probably we will set up our own administration. 
So I hope the Senator from Idaho and the Senator fronm 
Alabama will vote with me. 

Mr. HILL. Mr. President, I may say to the Senator that 
there is no doubt about my vote. I am wholeheartedly with 
him and will vote for the amendment. 

Mr. CONNALLY. I thank the Senator. I hope he will 
use his influence among his colleagues and line up some 
additional votes. 

I have information here as to both the State and Federal 
contributions. The following States are paying now less than 
a total of $15 a month. Vermont, the State of my distin-
guished friend, the temporary leader on the other side, I 
regret to advise is now paying only $14.47. Under my amend-
ment it would pay several dollars more per month. 

Mr. AUSTIN. Mr. President, will the Senator yield for a 
question? 

Mr. ONNALY.Iyild.SenatorMr. ONNALY.Iyild.Allocation
Mr. AUSTIN. Does not the Senator regard that as an 

adequate payment under all the circumstances? 
Mr. CONNALLY. I am not criticizing it. I am going to 

include my State with Vermont. I am telling the facts, and 
thowing that the effect of the amendment will be to increase 
the payments so that the old men and old women In Ver-
mont will receive more under my amendment than they 
are now receiving, and they will receive more in every other 
State, because the amendment does not discriminate against 
any State. 

The State of Texas is next to Vermont in the list, although
geographically it is at the extreme of the country. Texas 
at the present time pays only $13.84. It ought to pay more. 
The old people will get more under the amendment, and 
under the amendment Texas will pay more, because it will 
be stimulated to increase its contribution. 

Florida pays $13.84; West Virginia pays $13.79; Tennessee 
pays $13.23: New Mexico pays $11.15; Delaware pays $10.84. 
Under the amendment the allocation to Delaware would be 
greater than it is at present. Louisiana pays $10.26. The 
State of Virginia, great in history, great in tradition, great in 

memoiesbush a ensons pas ~ittl inoldage 
[Laughter.] Alabama pays $9.51; North Carolina pays $9.36; 
Georgia pays $8.73; South Carolina pays $7.40; Mississippi 

py 69;adArkansas pays $6.15. 
pays 6.92 andStateLet me say to Senzators, further, that no odium attaches to 

the fact that some of the States have paid such relatively
&mall amounts. Many do not realize the burden in Mis-. 
sissippi, fo01' instance, caused by a certain racial population 
there which contributes practically nothing in taxes, yet
constitutes a great burden on the old-age pension roll. Is 
Mississippi to blame for that? I say it is not. Mississippi 
has to take care of its old people, and it has to educate its 
children. It has to do that out of its resources. It is a 

lttl inold-gememoies bush a ensonspay $954.pendency or even total dependency In the low-cost area being 

State which does not possess great natural resources, aL states are paying Into the Federal Government these nonregressive
State which does not have a Detroit within its boundaries,taeofnesrornth. 
a State which does not have a Chicago within its boundaries, 
or a New York, or a Philadelphia. 

Mr. President, I do not wish to take up any more of the 
Senate's time on this proposal. I wish to stress the point
that my amendment does not discriminate against any
State. Its purpose is to provide an advantage and a bene-
fit to the old-age pensioners In every State in the Union, 
and to be of help and aid to the treasuries of the States, 

I wish to speak of the cost. No one can tell exactly what it 
will be, but the distinguished Senator from Mississippi has 
already indicated what it may be. I received a letter from 

RECORD-SENATE JULY 12 
Dr. Altmeyer, the chairman of the Social Security Board. 
who appeared before the Senate Finance Committee and 
heard the amendment discussed. He stated what in his opin­
ion the minimum and maximum cost would be, but he finally
arrived at the view that it would not cost the Federal 0ov­
ermient more than $80,000,000 annually. Whatever addi­
tional cost it may put on the Federal Government means that 
it will relieve the States of that much of a burden. 

Mr. President, the amendment ought to be adopted, and 
I am confident that, if Senators will reflect upon it, they
will vote in favor of it, and give the needed relief. 

The PRESIDEN~T pro tempore. 'The question Is on the 
amendment offered by the Senator from Texas [Mr. CON­
NALLY). 

Mr. BYRD obtained the floor. 
Mr. AUSTIN. Mr. President. will the Senator yield to me 

in order that I may place in the RECORD a telegram which 
seems appropriate to the Senator from Vermont In view of 
the remarks made by the distinguished Senator from Texas? 

Mr. BYRD. I yield.
Mr. AUSTIN. I happen to have a telegramn from the ad­

ministrator of the State plan for old-age assistance, which 
I should like to read into the RECORD at this point. it is as 
follows: 

MONTrELIER, VT'., JUly 6, 1939. 
WARREN R. Aus~rxs:of funds for old-age assistance to the States on a 

variable basis would lead to endless political and economic abuse, 
destroy all sound principles of grants-in-aid, break down meanstest, and eventually wreck public assistance program. Byrnes andsimilar proposals of amendments to social security Act trearen­
dously dangerous. 

W. AaTHua Sun-sox. 
Mr. BYRD. Mr. President, the amendment offered by the 

Senator froni Texas [Mr. CONNALLY) was very carefully con­
sidered by the Senate Finance Committee and war. defeated 
in that committee by a vote of 13 to 6. In addition to that,
the amendment offered by the Senator from Texas is opposed
by the Chairman of the Social Security Board. 

I wish to rcad from the record of the hearings held before 
the Senate Finance Commilttee. The Senator from Texas 
[Mr. CONN~ALLY] asked this question of Mr. Altmeyer: 

Senator CONNALLY. What would you say to this: Instead of un­
dertaking this so-called variable In proportion to the Income, sup.. 
pose the Federal Government would make a fiat contribution of 
two-thirds out of the first $15, the Federal Government pay $10 
81Mr. ALTmEYER. I think anything like that Is very dangerous.

Senator CONNALLY. Why? 
Mr. ALYmETER. If you provide a higher variation of the matching

on the first $15. or $20. or $25. you will have cases of partial de-
treated probably more liberally In proportion to the cases of people
in need above that amount.' Because the State Is receiving a 
higher matching on certain payments there is a tendency for theto concentrate upon those sort of cases where they can getthe higher matching ratio. In other words. I think there would be 
a conside~rable tendency to freeze at or below any figure such as 
that which is set. 

Secondly, I would say that with so much of the revenue of theFederal Government being derived from nonprogressive taxes-­that Is, not from income and inheritance taxes hut from taxes of a 
more or less regressive character (and more than 150percent of the 
revenue of the Federal Government Is of th3t character) It wouldmean that under any formula like that, while the Intent would beto put more money into the poorer State, that intent might be 
offset to a considerable extent by the fact that those same poorer 

So here is a very vital and important amendment, Mr. 
President, which the Chairman of the Social Security Board 
says would be very dangerous for the Congress to adopt.

Mr. CONNALLY. Mr. President, will the Senator yield?
Mr. BYRD. I yield.
Mr. CONNALLY. Does not the Senator from Virginia,

however, also know that Mr. Altmeyer favored the Byrnes
amendment, which would have discriminated as between 
the States by making the rich States pay a higher amount,
and Is it not true that Mr. Altmeyer's objection was due 
not So much to the Contribution but to his fear that It 
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would have an Influence in stopping the payments at $15 
and not making them larger? He was not pleading for 
economy. He was pleading for Increased expenditures. 

Mr. BYRD. I have read Mr. Altmeyer's statement which 
gives in full his reasons. It Is true that Mr. Altmeyer
does favor the va.riable suggestion mad1e by the Senator 
from South Carolina [Mr. ByDR~s]. but that is a Vitally 

different proposal from the one made by the Senator from 


Texas.1123).Texas.Act 

Mr.- President, I wish it clearly and distinctly understood 


that I favor adequate and reasonable old-age assistance 

to those in need. I am opposing the Connally amend-
ment because it is the first step toward breaking down a 
cooperation on a 50-50 basis which has existed between 
the Federal Government and the States with respect to 
various activities, starting first in 1898. It is the beginning 
of the adoption of the so-called Townsend pension plan. 

Mr. HILL. Mr. President, will the Senator yield? 
Mr. 	BYRD. I yield. 
Mr. HILL. Can the Senator advise us what disposition 

was made of the Byrnes amendment by the Finance Corn-
mittee? 

Mr. BYRD. The Byrnes amendment was defeated in the 
Fiane omiteebyprctcalyth smevoe y hih
Finace ommtteeby sme vte wichracicaly te y


the Connally amendment was defeated. 

Mr. President, in 1898 the first cooperation with the States 

was undertak~en by the National Congress on a 50-50 basis. 
the Federal Government paying 50 percent of the expendi-
tures and the States paying 50 percent. That was done 
under a bill which was passed on July, 1, 1898. relating to 

andtheStae Caiforia.eacthe nitd Sate o 	 topayhe Sateof Clifrnia 
one-half of certain expenses under the California Debris 
Commission .Ajct 

Then, In 1916 the Federal Aid Road Act was passed, whereby 
the Federal Government paid 50 percent of the cost of con-
struction of certain roads and the State government paid 
50 percenit. 

the ndnite Sttes eah topay 

Thenon3, ebrary theSmih-HghesActwas917
Thenon ebrary23,191,Sith33uhesActwaste 


passed providing for cooperation in promotion of vocational 

education. 
 118,an prvidngOnJly ct , as asse or oopra-

On Jly ct, as asse prvidng or oopra-118,an 
tion between the States andi the Federal Government in the 
matter of prevention and control of venereal diseases, 50 
percent to be paid by the Federal Government and 50 percent

paidby te sttes.217;
to bepi yth tts 

On January 27, 1920, an act was passed providing for 
payments to States for disabled veterans in State homes. 

for coper-
On 	June 2, 1920, an act was passed providing frcoe-

ation in promotion of vocational rehabilitation of persons 

disabled in industry, 50 percent to be paid by the Federal 

Government and 50 percent to be paid by the States. 


On November 23, 1921. an act was passed providing for 
cooperation in the matter of welfare and hygiene in connec-
tion with maternity and infancy cases. 

on June 7, 1924, an act was passed providing for cooper-
ation between the States and the Federal Government in 

thefrestprtectinands.ment,of
theoretrotetiolads.Act of 

On June 6. 1933. the Wagner-Peyser Act was passed pro-
viding for cooperation with States in the development of 
systems of public -employment offices. 

On June 29, 1935, the Bankhead-Jones Act was passedI 
providing for cooperation between the Federal Government 
and the States In connection with agricultural activities.

presden, souldtheamedmen ofere by he en-
mr. PeietshudteaedetofrdbthSe-

ator from Texas prevail it will result in the first important 
departure from this 50-50 basis of cooperation between. the 
States and the Federal Government. 

presdent I tat lissk of ctsof Cngrss Po-
Mr. peietIasthtalsofatofCnrspr.

viding for State cooperation on a 80-50 basis be printed in 
the ExcoRD) at this point.

ThePREIDET Po tm~oe.Without obJection. It1IO elipSe.highwaysThePREIDNT 
so ordered. 

The list Is as follows: 
Act$ of Congressfor State cooperatton-Percentagv of Federal
 

enartbutiton,
 
Act of July 1. 1898 (30 Stat. 831: U. S. C. 83:686). United
 

States and California each to pay half of certain expenses

under California Debris Commission Act. (See also S0
Stat. 1148) - --.----- ..--------------------------	 5 

Act of Mar. 4, 1911 amended by act of Aug. 11. 1937 (36
 
Stat. 1353. chi. 265; 50 Stat. 621, chi. 580: U. S. C. 34:1121­

Aid in support of nautical scbools,.-----------------S
of Mar. 4. 1913 (37 Stat. 843: U. S. C. 16:501). Secre­

tary of Agriculture may cooperate with State authorities
 
In construction of roads and trails In national forests.)

(Amended by act of May 11. 1938, 52 Stat. 347. chi. 197,
Public. No. 505) ---------------------------------- 6 

Federal Aid Road Act of July 11, 1916, amended by, act of
 
Feb. 28, 1919 (39 Stat. 355-359. 49 Stat. 1200-1202; U. S.
 
C. 16:503; 23:12a. 42, 48). Cooperation in construction
 
of rural post roads, etc. (Largely superseded by Federal
Highway Act of Nov. 19. 1921. below)------------------------ 50 

Smith-Hughes Act of Feb. 23. 1917 (39 Stat. 929-936; U. S. C. 
20:11-28). Cooperation in promotion of vocational educa­
tion. (See also act of June 8, 1938, below)------------ 50 

Act 	 of Mar. 1. 1917 (39 Stat. 943-951; U. S. C. 33:701-704).
Cooperation in flood-control work, Mississippi and Sacra­
mento Rivers. (See also act of May 15, 1928. below) --------- 50
 

Act of July 9, 1918 (40 Stat. 838-837. par. 4; U. 8. C. 42:25).
 
Cooperation with States in prevention and control of venereal
 
diseases. (Amended by act of May 24, 1938. below)-------- 50

Act 	of Jan. 27. 1920 (41 Stat. 399, ch. 56; U. S. C. 24:134). 
Payments to States for disabled veterans In State homes. 
(Supersedes similar act of Aug. 27. 1888 (25 Stat. 450, chi. 

914) as amended by act of Mar. 2, 1889 (25 Stat. .975) )---- 50
Act of June 2. 1920. amended by acts of June 9, 1930, and June 

30. 1932 (41 Stat. 735-737; 46 Stat. 524-826; 47 Stat. 448­
450: U. S. C. 29:31-44). Cooperation in promotion of 
vocational rehabilitation of persona disabled In Industry.
 
(See also par. 531 of Social Security Act of Aug. 14, 1936,
and act of June 20, 1936. par. 8, below)------------------80o 

Federal Highway Act of Nov. 9. 1921 (42 Stat. 212-219; U. S. 
C. 23:1-25). Cooperation In construction of public high­
ways, as amended. (See Federal Aid Road Act above.) ---- 80Act of Nov. 23. 1921 (42 Stat. 224-226) repealed Jan. 22, 1927 
(44 Stat. 1024). Co-operation in promotion of welfare and 
hygiene of maternity and infancy-----------------------860 

Act of June 7, 1924, amended by acts of Mar. 3. 1925. and Apr.
13, 1926 (43 Stat. 653-655; 1127-1128, and 1132. chi. 457. par.
1; 44 Stat. 242: U. S. C. 16:499, 564-570). Cooperlttlon in
 
protection of forest lands, etc----------------------------50o
 

Act of Apr. 10, 1928 (45 Stat. 413. chi. 335: U. S. C. 20:69, 70).

Secretary of Smithsonian Institution authorized to cooper­
ate with States in ethnological researches among American 
Indians ----------------------------------------------- 850 

Wagner-Peyser Act of June 6. 1933. amended by acts of May 
10. 	 1935. and June 29. 1938 (48 Stat. 113-117: 49 Stat. 216­

52 Stat. 1244-1245. ch. 816. Public. No. 782, U. S. C. 29:
 
49, 49a-49L). Cooperation with States in development of ays­
tem of public employment offices ------------------------ 5 

Bankhead-Jones Act of June 29. 1935 (49 Stat. 437-439; U. S. 
C., SuPp. 7:343c, 343d, 427-427-g). Allotments to States 
for research in basic problems of agriculture, by agricultural
 
experiment stations, appropriation of up to $12,000,000 a
 
year additional for agrIcultural-extension work, and addi­
tional appropriation of $1,500,000 a year for agricultural and
mechanic arts colleges, authorized. (See also acts of Mar. 
2. 1687. Aug. 30. 1890. and 3.ay 8,_1914)------------------850 

Titles 	 I. V. and X of Social Security Act of Aug. 14. 1935. 
amended by Railroad Unemployment Insurance Act of June
25, 1938-----------------------------------------------8so 

Act of Aug. 29, 1935 (49 Stat. 963--965; U. S. C.. Supp. 16: 
567a-c). Cooperation with States in forest-land manage-

etc---------------------------- ----------------- 850 
of June 8, 1936 (49 Stat. 1488-1490; U. S. C., Supp. 20: 

15h-15p). Federal aid to States for vocational education 
(supplementing act of Feb. 23. 1917). 

Act of July 3, 1930 (4OStat. 945; U. S. C. 83:428). Coopera­
act of June 26, 1936.) g( aS 

Act of June 15. 1936, amended by act of Aug. 28. 1931 (49 Stat. 
150941512. pars. 4. 5, 8a. 12; 50 Stat. 880. par. 6; U. S. C..
Supp. 33:702a 1-10, 702b-1., 7021 1-2, 702k 1-2). Coopera­
tion required of States. etc., In Mississippi River flood Con­
trol. (See also act of June 28, 1938.)
 

Act of June 22. 1936. amended by acts of July 19, 1937, and 
Aug. 28. 1937 (49 Stat. 1570. par. 1; 1571, par. 3; 50 Stat. 

18, 877. par. 4: U. S. C., Supp. 33:701a. 7olc). Coopera..
tion with States. etc.. for flood control on navigable rivers. 
(See also act of June 28. 1938.) 

Federal Aid Highway Act of June 8. 1938 (52 Stat. 633-636, chi. 
328. Public. No. 584). Cooperation In construction of public

(with amendments to Federal Highway Act at 
Nov. 9. 1921). 
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Mr. McKELLAR. Mr. President, will the Senator yield? 
Mr. BYRD. I yield. 
Mr. McKELLAR. The Senator will recall that in the 

latter part of June of this year we passed a bill providing 
for relief. That is substantially what the present bill is-a 
bill for relief of the agcd. In June we passed a relief bill 
under which the Government pays 75 percent, and the States 
for the first time were required to pay even as much as 25 
percent. So the pending bill is very much more liberal to 
the Federal Government than the relief bill which we passed 
in June. That was on a 25-percent to 75-percent basis. I do 
not know exactly how the proportions will work out in order 
that the entire $40 will be paid, but they will be somewhere 
in the neighborhood of 45 percent and 55 percent. 

Mr. BYRD. Mr. President, I cannot agree with the Sena- 
tor from Tennessee when he says that the pending bill is 
of the same nature as the measure providing relief to those 
who are in need of the necessities of life, which deals with 
an emergency situation, which, I presume, the Senator thinks 
will some day end in this country, 

Mr. McKELLAR. I hope it will, 
Mr. BYRD. That is not on the same basis at all with a 

permanent system providing for old-age assistance. 
Mr. McKELLAR. I think there is great similarity between 

them. I think the- - is a great deal of similarity between 
old persons and others who need relief at this time. 

Mr. BYRD. I am sorry I cannot agree with the Senator. 
Mr. McKELLAR. The old people have to be relieved also. 
Mr. JOHNSON of Colorado. Mr. President, will the Sena-

tor yield? 
Mr. BYRD. I yield. 
Mr. JOHNSON of Colorado. I may remaind the Senator 

from Virginia that the relief program to which the Senator 
from Tennessee is referring is only part of the relief program 
of the whole United States. In other words, the relief pro-
gram of which the Senator from Tennessee Is speaking is 
the work-relief program. In addition to that we have a di-
rect-relief program, and the direct-relief program is entirely 
financed by the counties and the States. The Federal Gov-
ermient has no part in it whatsoever, and it amounts to a 
very large sum. 

The Federal Government has no part In relief as relief. 
It does have a part in work relief; and now, under a new 
formula which has been adopted, the sponsors of the Projects 
must put up 25 percent. So in the matter of relief, as a 
matter of fact, the States put up 25 percent as against the 
Federal Government's 75 percent. 

Mr. BYRD. I thank the Senator for his contribution. 
Mr. President, what about the cost of this amendment? 

I regard this as a very important proposal. Today 1,838,359 
persons are receiving old-age pensions. There are in the 
United States 8,200,000 persons above 65 years of age. About 
one-fifth of those over 65 years of age are now receiving old-
age assistance. We must recognize that some day the cost 
of this program must be paid. I assume that everybody, no 
matter how anxious he may be to pay pensions and old-age 
assistance to citizens of the country, knows that sooner or 
later the Budget of the Federal Government must be bal-
anced, and that taxes must be collected to do so. 

Let us assume that one-half of those over 65 years of age 
will sooner or later be eligible for old-age assistance. I 
think I am modest and conservative in making that state-
ment. I believe the time is coming when more than one-half 
of those over 65 will be eligible. A proposal is already before 
the Senate to reduce the age limit to 60 years, adding perhaps 
4.000,000 to the number of those who may be eligible. It is 
true that on the basis of the present number on the rolls the 
additional cost to the Federal Government of the proposed 
amendment would be $80,000,000. However, if we assume 
that one-half of those over 65 years of age will sooner or 
later become eligible for benefits, the cost of this amendment 
alone will then approximate $200,000,000 out of the Federal 
Treasury. 

I know that some Senators favor paying the whole cost of 
old-age assistance out of the Federal Treasury, I have heard 
the remarks Of my distinguished colleague from Idaho [Mr. 
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BORAH]. This amendment would be the first important step 
toward Imposing on the Federal Government the total coct 
of old-age assistance, which, in my judgment, would be a 
great disaster to the country, because we should thereby 
remove the safeguard which now exists in the localities by 
reason of the localities being required to pay a part of the 
cost. For that reason they see to it that the system is not 
abused and does not result in a terrific increase in taxes. 
which may be unbearable. The essence of the Townsend 
pension plan is that old-age assistance Is wholly a Federal 
obligation. 

Mr. BORAH. Mr. President, will, the Senator yield?
 
Mr. BYRD. I yield.
 
Mr. BORAH. Does the Senator think the fact that the
 

State supplies a portion of the money is any considerable 
restraint upon the amount of money which is spent In these 
matters? 

Mr. BYRD. I think it Is a great restraint. I think that 
by reason of the fact that the States are required to con­
tribute 50 percent, the eligible list Is carefully scrutinized 
to see that only those in need of pensions are permitted to 
receive them. 

Mr. BORAH. My experience is that all one has to do is 
to study the activities of the States with respect to these 
things to see to what extent they have restrained or failed 
to make expenditure by reason of the fact that they have 
something to do with It. In my opinion, one of the greatest 
sources of reckless expenditure of money Is found in the 
cities and States of the country. 

Mr. BYRD. The very reason for the amendment of the 
Senator from Texas [Mr. CONNALLY] is that the States have 
been too frugal and niggardly In making appropriations for 
old-age assistance. 

Let us discuss for a moment the capacity of the States 
to pay for old-age assistance and the other burdens which 
may be placed upon them. 

Mr. McKELLAR. Mr. President, will the Senator yield? 
The PRESIDING OFFICER (Mr. MINTON in the chair). 

Does the Senator from Virginia yield to the Senator from 
Tennessee? 

Mr. BYRD. I yield. 
Mr. McKELLAR. If the taxes are to be imposed on the 

people, does it make any material difference whether they 
are imposed by the State or by the Federal Government? 
The money must be raised. It can be raised only by tax­
ation. Under the provisions of the amendment, a slight 
preponderance would be raised by the Federal Government. 
However, after all it will come out of the taxpayers; and it 
seems to me that If the amendment is otherwise worthy, the 
question of whether the State imposes the taxation or 
whether the Nation imposes the taxation Is not very 
material. 

Mr. BYRD. If the Senator Is correct about that, we ltad 
better abolish all State and local taxes and have only one 
tax, a Federal tax. 

Mr. President, let us see about the ability of the States to 
pay for this program. Let us take the great State of Texas, 
one of the greatest and richest States in the country. I shall 
refer also to my State of Virginia. Both Texas and Virginia 
are able to pay their full share of all old-age pensions if the 
people of those States desire to pay the taxes required to pay 
for such activities. I say that because I know the State of 
Virginia, and because I think I can prove from the statis­
tics which I shall now give to the Senate that the State of 
Texas Is amply able to pay every single dollar the taxpayers 
of that State desire to be paid for the purpose of old-age 
assistance. 

Texas Is now contributing $7.04 to each person on the old-
age rolls. 

Mr. CONNALLY. Mr. President, will the Senator yield? 
Mr. BYRD. I yield. 
Mr. CONNALLY. I have already stated on the floor of the 

Senate that Texas is not paying enough. The legislature and 
the Governor were in a squabble, and the program was tied 
up for 6 months. Texas should pay more. I make no apolo­
gies. However, even now we are paying more than Is Virginia 
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Mr. BYRD. Mr. President, let us see if Texas cannot pay 

the $2.50 a month of which the Senator's amendment pro-
vides that Texas shall be relieved. Texas would be relieved 
of the Payment of something like $4,000,000 a year in the 
event the amendment were adopted. Let us see if Texas 
cannot Pay $30 a year additional to its aged citizens who are 
in need, as the Senator from Texas said. 

The wealth of Texas today is $10,726,000,000. The wealth 
of the State of Virginia Is $4,220,000,000. Virginia can pay 
for the program on a 50-50 basis Just as soon as a legislature 
Is elected In Virginia which favors levying taxes to pay it. 
Virginia and Texas both can pay it better than can the Fed-
eral Government today, because both States have balanced 
budgets. Neither State is heavily in debt, while the Federal 
Government has an unbalanced Budget and is spending $2 
for every dollar it takes in, and we are rapidly increasing 
our Federal debt. 

Let us see about the income of the State of Texas, the great 
State SO ably represented by my distinguished friend [Mr. 
CONNAxLLY], one of the most eloquent and graceful speakers 
on the floor of the Senate. I would rather hear him speak 
than almost any other Member of the Senate, because even 
when he disagrees with me it is most enjoyable to hear him, 

The State of Texas has an income of $2,280,000,000 a year. 
Out of that sum Texas pays in local taxes $129,000,000; in 
Federal taxes $75,000,000; in State taxes $89,000,000; or a 
total of $293,000,000, leaving a clear income to the great 
State of Texas of approximately $2,000,000,000. Yet that 
State now is unable to pay the old people living there the 
measly suim of $30 a year additional. 

Mr. CONNALLY. Mr. President, will the Senator yield? 
Mr. BYRD. I yield. 
Mrt. CONNALLY. I remind the Senator from Virginia 

that in considering the income of the State of Texas It must 
be remembered that much of the property in our State is 
owned In New York, Chicago, Richmond, and other great 
commercial and business centers. The physical property Is 
In Texas, but the title is up yonder somewhere, 

Mr. BYRD. I will say to the Senator that the citizens 
of Texas own property in other States. I happen to know 
that they own property in Virginia. That situation exists 
in every State in the Union. 

Mr. CONNALLY. Texas pays $75,000,000 In Federal taxes. 
Why is it not fair and just for some of that amount to be 
allowed to trickle back to the old folks who need it? 

Mir. BYRD. The Senator from Texas knows that In the 
past 6 years Texas has obtained from the Federal Govern-
ment four or five doflars for every dollar she has Paid in 
Federal taxes. There is no question whatever about that. 

Mr. CONNALLY. We have already spent that. [Laughter.) 
Mr. BYRD. The Senator from Texas Is trying to obtain 

more from the Federal Treasury, notwithstanding the fact 
that his State is as well able to pay the additional $30 a 
year to those on the old-age rolls as is any State in the Union. 
The state of Texas, after paying all taxes, Federal, local, 
and State, has a clear income of $2,000,000,000. 

The statement has been made on the floor of the Senate 
that the ability of the States to pay has controlled, rather 
than the willingness of the States to make reasonable pay-
ments. Let us see if that statement Is correct, 

Take the case of the State of California, a great State: it is 
paying more than any other State in the Union to individuals 
over 65 years of age. California is paying $32.47 a month, the 
highest amount paid by any State. The State of New York, 
which is much more wealthy than the State of California, per 
capita and otherwise, is paying $23.82. Why is that? Cer-
tainly New York is as well able to pay, per capita, as is Call- 
fornia. if a higher amount is not being paid, there Is some 
reason why the citizens of New York do not desire to increase 
their taxes so as to make that payment. 

The per capita income of the average citizen in New York 
Is $M2. The per capita Income of the average citizen In 
California is $782. 

Take the case of Ilinois, another great State: The per
capita income in Illinois is $596. Illinois pays $19.10 to the 
old people of that State. and does not match the Federal can-

RECORD-SENATE 8905 
tributlon, because as much as $30 could be paid by the State 
and the Federal Government together. 

Mr. President, ncarly every single State In the Union is in S 
better position today to pay increased expenditures than Is 
the Federal Government. There is a feeling, often expressed 
in this Chamber, that a grant from the Federal Treasury 1s5a 
gift to the 48 States. No greater fallacy than that could be 
uttered. Every single dollar that comes Into the Federal 
Treasury comes from the citizens of the 48 States. No money 
can come into the Federal Treasury except what is collected 
from the people of the 48 States. The bonds the Government 
of the United States is issuing daily are made possible because 
of the property the people of the 48 States have accumulated. 
The Federal Government is using the credit of the people of 
the 48 States to bond them, frequently without their consent, 

Mr. BONE. Mr. President, will the Senator yield?
 
Mr. BYRD. I yield.
 
Mr. BONE. May P ask the Senator where he secured his
 

figures as to the wealth of each State? 
Mr. BYRD. I obtained the figures from the Bureau of the 

Census, and they are official. 
Mr. President, let us briefly survey the situation during the 

past 6 years. The records show that the debts of the 48 
States have not increased appreciably since 1933, when the 
depression began. The records show that the debt of the 
Federal Government has increased from $16,000,000,000 In 
1929 to $40,000,000,000 now, and in addition to that various 
corporations created by the Government have been permitted 
to obligate the Federal Government to the extent of $8,000,­
000.000 more. So we have a direct and contingent obligation 
of $48,000,000,000, as compared to $16,000,000,000 when the 
depression began, a threefold increase in the space of about 
8 years. 

The records show, of course, as every, Senator knows, that 
we spend $2 out of the Federal Treasury today for every 
dollar received. 

There are only two or three of all the States of the Union 
that today have unbalanced budgets. The Federal Govern­
ment is confronted with a constantly Increasing deficit. We 
are further away from a balanced Budget today-and I say 
so advisedly-than we have ever been since the depression 
began, and Senators on this floor, without thought, appar­
ently, of the pay day that must come, continue to vote to 
increase expenditures without any idea where the money Is 
coming from. 

Here is a proposition that Involves $200,000,000. In addi­
tion it may involve the readjustment of ail the cooperative 
efforts with the States in which the Government Is engaged. 
If the States are unable to pay their part of the old-age pen­
sion. then the States are unable to pay their part of the 
Federal road fund; they are unable to pay their part of voca­
tional education, of the control of venereal diseases, and of 
the 10 or 15 other cooperative activities that have been under­
taken for years, and satisfactorily undertaken, on the basis of 
50 percent on the part of the Federal Government and 50 
percent on the part of the State government~s 

The Senator from Texas says the Federal Government can 
collect taxes with greater justice to the taxpayers of the 
country than can the State governments. I take Issue with 
him on that statement. Mr. Altmeyer gave us as one rea­
son why he was opposed to this proposal, the fact, as he said, 
tllat 50 percent of the Federal revenue comes from 'non­
regressive taxes," as he called them, from Invisible taxes on 
everything the people eat and everything they buy, taxes 
which fall heavily on the average citizen of this country 
without regard to his ability to pay. We are collecting Ies 
than 50 percent of the Federal revenue of our Government 
on the basis of ability to pay So. I do not think that argu­
ment should be considered. 

Wr. President, It was said yesterday that old-age assist­
ance is a Federal obligation. I am unable to understand 
how anyone could make that assertion. The proposed act 
Itself refers in the very beginning to "A State plan for old-
age assistnce."' It says nothing about a Federal plan. It 
says, "A State plan for old-age assistance.' The States pre­
pare the lists of eligibles, which Is one of the most Important 
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parts of the whole plan. The States. and not the Federal 
Government, say who shall obtain old-age pensions. The 
States have their tests as to need. which are more strict in 
some States than in others. If the payment of old-age pen- 
sions is a Federal obligation, I should like someone to point to 
any law or any part of the Constitution that makes the pay-
ment of old-age assistance a Federal obligation, If it be a 
Federal obligation, then, the Federal Government should pay 
uniform pensions on a uniform basis in every State in the 
Nation. 

The Senator from Texas yesterday said that the Federal 
Government by the passage of the law owed an obligation 
to give to every person over 65 years of age and in need a 
Federal pension, to see that he got a pension, either by direc-
tion or by some inducement to increase local taxes in the 
various communities, 

Mr. ANDREWS. Mr. President, will the Senator yield? 
Mr. BYRD. I yield. 
Mr. ANDREWS. Mr. President, in relation to the ques-

tion of obligation, that matter has been submitted to the 
Supreme Court. I read yesterday from the decision of the 
Court in the case of Helvering against Davis. With all the 
information that was obtainable through the United States 
Government and its departments and State departments, the 
Supreme Court said it is a national problem and that the 
Federal Goverrnment should pay old-age pensions. I do not 
know why they did that, except the fact that they certainly 
had all the information before them, and, having such in-
formation, that was the statement made by the Court. I 
think I made that clear in a brief statement yesterday. 

Mr. BYRD. Any problem that exists in all the States, of 
course, is a national problem. What I said was it was not a 
national obligation; it was not an obligation solely upon the 
Flederal Treasury. 

The pending amendment, as the Senate should clearly un-
derstand, does nothing toward bringing about uniformity 
or equality of old-age assistance between the States. The 
same variations that now exist between the States-payments 
may be $10 or $15 in Virginia or Texas and $32 in Cali-
fornia-will still exist. There is nothing in this amendment 
that will bring about uniformity in the pensions now being 
paid. 

Mr. President, of course, the question as to how far the 
Federal Government can go in spending money, and how far 
the State governments can go, is a very difficult one to de-
termine. I do not agree with the Senator from Idaho [Mr. 
BORAH) in this respect; but I say from my experience as 
Governor of Virginia and my association with State govern-
ments, that taxes collected by local communities result in 
much more efficient expenditure than those collected by and 
disbursed from Washington. Some persons think that in 
some way the Federal Government can manufacture money 
without the collection of taxes from the people of the States, 
The impression has been created in this country, in the past 
few years, that a Federal expenditure need not be Paid back; 
that it need not be paid in the form of taxes, and that a 
grant from the Federal Government is equivalent to a gift. 
In this country today $20,000,000,000 are being spent by local, 
State, and National Governments for governmental purposes 
of one kind or another. That represents one-third of the 
total revenue of the country for last year-331/3 percent of 
all the income of the country is being expended for govern-
mental purposes. 

I believe that the records will show, in proof of the asser-
tion I now make, that this country has never enjoyed a 
prosperous period In its entire history when it collected in 
the form of taxes from the people more than 12 percent 
of the gross income of the country. The people can pay only 
a certain amount of taxes, and still permit private enterprise 
to continue, We speak of Federal taxes. I should like some-
one on the floor of the Senate, who advocates these huge 
expenditures, to point to some new tax revenue that he 
would favor. 

I want to compliment, however, those who favor the Town-
send plan, because, at least, they are honest in the respect 
that they advocate a system of taxation which, although 
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I think It would be destructive to the private enterprise sys­
temn of this country, at least recognizes the fact that we must 
provide revenue for great expenditures. I should like to ask 
other Senators what single tax would they Increase? We 
cannot increase the taxes in the high-income brackets, 
They have already reached the point of diminishing returns. 
Are we to resort to a sales tax and tax everyone who buys 
the necessities of existence? Are we to levy a transactions 
tax, such as the advocates of the Townsend plan favor? 

My able colleague, the Senator from California, made a 
splendid presentation of that plan the other day before the 
Senate Finance Committee. He advocated, as I understand, 
a 2-percent transactions tax under which every time an ar­
ticle was sold a 2-percent tax would have to be paid to the 
Federal Government. Thus an article that changed hands. 
say, five or six times may pay 10- or 15-percent taxation. 
That would place a burden upon the backs of the business 
of the country which, I think, would be destructive of our 
private-enterprise system and greatly increase the cost of 
living. 

Mr. VANDENBERG. Mr. President. will the Senator 
yield? 

Mr. BYRD. I yield, 
Mr. VANDENBERG. At that point, and in connection with 

the Senator's calculation, I should like to observe that under' 
the Social Security Act as it is now written, the total pay­
roll tax becomes 9 percent in 1949. That 9 percent is already 
very close to the. transactions tax accumulative total to 
which the Senator refers. 

Now, let us be wholly frank about this matter. I spoke 
along these same lines yesterday. In 1948 the present Social 
Security Act, without any expanded benefits, will impose a 
9-percent pay-roll tax on practically the whole total of 
American industry, including 40,000,000 workers. This of It­
self is enormously burdensome. It remains to be seen 
whether our industry can survive beneath these added exac­
tions. But at least it may be said that the existing scheme 
of benefits is financed by the existing provisions for pay-roll 
taxes ultimately reaching 9 percent. Now, however, we are 
blandly voting additional benefits beyond the present con­
templation of the Social Security Act, beyond the provisions 
for taxes with which to foot the bills, and without any re­
sponsible effort to provide the ways and means with which 
to justify the new benefits which we are promising to pay. 
It is the sheerest folly. We have already added some $650,­
000.000 of benefits of this nebulous character. Now, we are 
asked to add what may be another $100,000,000 in another 
section of the bill. It either is the holding out of a false 
hope to unfortunates or it is the promise of heavily in­
creased taxes on our people. How much more than 9-per­
cent pay-roll taxes do Senators think American Industry can 
bear? If each succeeding Congress between now and 1948 
performs with similar unfinanced liberality, we shall finally 
confront 15 or 20 percent in pay-roll taxes. Many of us 
feel that the pyramiding 2-percent transactions tax in the 
so-called Townsend plan will ultimately represent a tax as 
high as 10 or 12 percent. Many of us feel that any such 
tax is an impossible burden which would make healthy 
prosperity impossible. But if this habit of expanding the 
latitudes of the Social Security Act, without correspondingly 
expanding the tax revenues, Is to continue until we sud­
denly confront the judgment day of doom, it would be infl­
nitely better to borrow the Townsend-tax formula and have 
it frankly over with. Better frankly and courageously to 
tax to pay as you go, as Dr. Townsend advocates, than to 
spend and spend and spend without taxing and thus ac­
cumulate ultimate crisis and collapse. The best friend of 
social security is the friend who keeps It solvent. 

Mr. BYRD. I thank the Senator.
 
Mr. DOWNEY. Mr. President, will the Senator yield?
 
Mr. BYRD. I yield.
 
Mr. DOWNEY. I should like to point out to the Senator
 

from Virginia the fact that under the transations tax. assum-
Ing it would amount, as I will later attempt to show, to about 
7 percent in increased living expense, if a man had a thou-
sand-dollar-a-year income ha would pay only $70 a year; 
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the man who had $10,000 a year would pay $700: and the man 
who had $100,000 a year for living expenses would pay $7,000. 
Consequently, the transactions tax is based upon a man's 
standard of living, and, therefore, his ability to pay, while 
this iniquitous law ultimately is designed, as the honorable 
Senator from Michigan has very properly said. to impress a 
9-percent tax upon the pay rolls of the Nation. To me that 
is an absolutely indefensible and improper tax compared to 
the transactions tax. 

I should like further to interpolate that when I am per-
mitted an opportunity to present the theory of the trans-
actions tax, I shall be delighted and happy if the Senator 
from Virginia will listen and enter into a colloquy with me 
about the Justice of the tax. 

Mr. BYRD. I listened to the Senator with great interest 
when be was before the Senate Finance Committee, and, 
while he and I do not agree about the matter, I want to con-
gratulate him on his frankness, because before the Congress 
of the United States in advocating a huge increase in ex-
penditUres he has the courage to say, "EWe propose to raise 
the money in such-and-such a way.' That Is what other 
advocates of spending have not had the courage to do, and 
as a consequence we are continuing to spend $2 for every 
dollar we take in. 

Mr. President, if the Treasury of the Federal Government 
were overflowing, if we had huge surpluses here at Wash-
ington, if the States were bankrupt-which they are not-
there mnight be some argument for continuing to pass the 
burden on to the Federal Government. Exactly the reverse, 
however, is true. We shaill reach our Federal debt limit on 
July 1, 1940. According to the statement made by the Sec-
retary of the Tr~easury before the Senate Finance Commit-
tee, no more bonds may be issued by the Federal Government 
after July 1, 1940, unless the Congress of the United States 
raises the debt limit. 

As a consequence, the administration today has adopted 
an evasive and devious method of trying to overcome the 
barrier which was erected by Congress In fiying the debt limit, 
because we shall soon have before us the new lending and 
spending bill, which has the obJect of creating a corporation 
for the purpose of obligating the Treasury of the United 
States, but obligating it in such a way as to evade the limita-
tion which has been placed by Congress upon our debt. 

I desire to make the point clear in regard to the Connally 
amendment that there is no assurance whatever that the 
additional $2.50 per month, or $30 per year, will be passed 
on to the pensioners. There Is no assurance whatever that 
a single additional dollar will go to the pensioners, except 
that, as the Senator says, the adoption of the amendment 
might stimulate the States to do their duty more fully In 
regard to this matter. The amendment simply says that up 
to $15, two-thirds of the amount will be paid by the Federal 
Government. The State of Texas may Pay the same amount 
it is now paying, $14 per month, and not Increase by one 
dollar the amount paid to the old-~age pensioners there, and 
put this four or five million dollars into the treasury of Texas, 
if it chooses to do so. There is not a line in the agmendment 
which compels this money to go to those who need It. It may 
go to the States. California need not increase its $32 per 
month, 

Mr. O7JAHONEY. Mr. President, will the Senator yield? 
Mr. BYRD. I yield to the Senator from Wyoming. 
Mr. o'MAAONEY. Did the Finance Committee consider 

any amendment to this proposal which would provide a Hadi-
tation Upon the use of the two-thirds fund? 

Mr. BYRD. The proposal was made by the Senator from 
Texas rMr. CoNNALLY] and defeated. There was no discus-. 
slon of any modification of It. 

Mr. OwAHONEY. No: the Senator misunderstands me. 
I have not made my question clear. He has Just made the 
statement that if this amendment should be adopted the 
additional contribution which the Federal Government would 
thereby make to the States might not be passed on to the 
needy individuals. That Is my understanding of the Sena, 

tors tatmet.Is 
M&r. BYRD. Tbat is correct 
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Mr. 07MAHONEY. Therefore there Is nothing In the 

amendment, a~s I understand, to compel the States receiving 
these increased payments to pass them on to the individuals 
for whom they are said to be intended. 

Mr. BYRD. That is correct, 
Mr. OWMAHONEY. The question, therefore, 1s, Did the 

Finance Committee consider any modification of this amend­
ment which would place a restraint upon the States, and 
make it certain that the funds would be used for the intended 
beneficiaries? 

Mr. BYRD. There was no consideration of that matter lIn 
the Finance Committee. 

Mr. KING. Mr. President, let me say that no such amend­
ment was made because the committee, in its very protracted 
consideration of this amendment and In its elaborate dis­
cussion of It, believed It was so unfair that It would destroy 
the system which prevails; that It would tend to the consoli­
dation of the States with the Federal Government, and there-. 
fore, in the ultimate, would more or less tend to destroy our 
form of government. 

Mr. CONNALLY. Mr. President-
Mr. BYRD. I yield to the Senator from Texas. 
Mr. CONNALLY. Let me suggest to the Senator from 

Wyoming and the senator from Virginia that no amendment 
of that kind was necessary, because this fund is to be ad­
mInistered just as it has been in the past under the law, and 
it cannot be used for any other purpose than the payment of 
old-age taxes. 

Wr. OUkHONEY. Yes; but, as I understand the state­
ment of the Senator from Virginia, and as I understood the 
explanation of the Senator from Texas, there is nothing in 
the amendment which would prevent a State from actually 
reducing its contribution to the payments made to individuals. 

Mr. CONNALLY. If it did, it would get less Federal money, 
of course, because under the present law if a State does not 
want to put up over $5 or $3 per month it does not have to 
do so. 

Mr. O'MAHONEY. Yesterday there was placed in the 
RxcoRD a list of the payments being made in the several 
States, ranging from something over $30 in the case of Cali­
fornia at the top to slightly over $6 In the case of Arkansas 
at the bottom of the list. I conceive it to be agreed that If 
the Senator's amendment should be adopted it would be pos­
sible, for example, for the State of Arkansas to reduce the $3 
plus which it now pays and accept $6 from the Federal 
Treasury, so that the payment to the individual would still 
be only $6 plus. 

Mr. CONNALLY. The payment to the individual would 
be $9. 

Mr. O`MAHONEY. Would the Senator from Texas be will-
Ing to accept a modification of his amendment which would 
provide, in effect, as follows: 

Provided, That all payments to each State which reduces the 
payments now being made to needy individuals shall be undez 
clause (b).

Mr. CONNALLY. The Senator may prepare his amend­
mnent, and we will look it over. The pending amendment 
proposes no change at all from the present law as to how 
the fund shall be employed. It can be used only for the 
payment of old-age pensions. Why It Is necessary, In the 
case of this particular amendment to have that kind of a 
provision, when It was not necessary to have it in the origi­
nal law, I cannot see; but I shall be glad to consider the 
Senator's amendment, 

Mr. O`MAHONEY. I thank the Senator from Virginia.
for permitting me to Interrupt him. 

Mr. BYRD. Mr. President, the situation is very clear. 
Take, for instance, the case of the State of Texas: The 
State of Texas now pays $14.09, half of which is paid by the 
Federal Government and half by the State government.
Under this amendment Tenas need not Increase by a single 
penny the $14.09, but the Federal Government would pay
$9.38 and Texas would pay $4.69, thereby saving to the state 
of Texas between four and five million dollars a year. There 

nohn htvrin this amendment which requires that 
the additional amount which the Federal Government Is to 
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contribute shall be paid to those who receive old-age assist-
ance. 

Mr. CONNALLY. Mr. President, let me ask the Senator 
who will get it, then? 

Mr. BYRD. The State will get it under this situation, 
Mr. CONNALLY. The State cannot take a nickel of it-

not a copper cent of it. 
Mr. BYRD. But the State can reduce its contribution, 

because the State only has to pay one-third under the 
Senator's amendment, and it now pays one-half: and that 
condition will apply to every State in the Union. Is the 
Federal Government going to enact legislation which will 
permit the States not to increase the compensation to old-
age persons, but to help the treasuries of the States? That 
is exactly what this proposal does, Mr. President. 

Mr. CONNALLY. Mr. President, will the Senator yield
for a question? 

Mr. BYRD. Yes, 
Mr. CONNALLY. So far as the Senator from Texas is 

concerned, I do not object to a provision being added to 
the amendment that any State which reduces its present 
average payments to pensioners-of course, it might cut off 
seine individuals who ought to be cut off-shall not receive 
this additional grant. I am willing to do that if it will be 
any satisfaction to the Senator from Virginia. I do not 
think he would vote for the amendment, however, if I should 
modify it in that respect. 

Mr. BYRD. No, Mr. President; I am not going to vote 
for the amendment, but I thought I should state to the 
Senate what I regard as a great objection to those who 
think the amendment as now proposed will increase the 
amount that the old-age pensioners will receive, because it 
may increase the amount and it may not. It depends upon 
the action of the individual State. What the amendment 
does is that as to the first $15. instead of the State paying
$7.50 and the Federal Government paying $7.50, the Fed-
eral Government pays $10 and the State pays $5. 

Mr. CONNALLY. Mr. President, I should like to have 
the attention of the Senator from Mississippi [Mr. HARE!-
soN]. I ask unanimous consent that the Senate vote on tlils 
amendment not later than 2 o'clock p. mi. 

The PRESIDING OFFICER (Mr. JOHN'SON Of Colorado in 
the chair). Is there objection? 

Mr. AUSTIN. Mr. President, before the question is put 
I desire to su~ggest the absence of a quorum,

Mr. CONNALLY. I shall not insist on the request if the 
Senator is going to object. I withdraw it. 

Mr. AUSTIN. I simply give notice that I shall ask for a 
quorum whenever the Senator is ready to make his request, 

Mr. CONNALLY. I shall not press it at the moment. 
Mr. BILBO. Mr. President, I had purposed to address the 

Senate at this time in partial support of the amendment 
now pending, and at the same time to present an amend-
ment of my own; but since the Senator from Texas desires 
to be absent at 2 o'clock I will withhold my remarks on the 
amendment and speak to my own amendment after a vote 
shall have been taken on the Connally amendment. 

Mr. HARRISON. Mr. President, before the vote is taken 
I wish to say that I am not in agreement with my own com-
mittee in the action they took in rejecting the amendment. 
As I stated in my remarks yesterday, I voted in the com-
mittee for the Connally amendment, and I voted in the 
committee for the Byrnes amendment, which had been 
re-ommended by a Senate committee after studying the 
whole unemployment and relief question. I was very much 
in favor of one or the other being adopted, but they were 
rejected by the Finance Committee. I reserved the right 
at that time, as a member of the Committee on Finance, to 
vote for them when the amendments were offered on the 
floor of the Se.nate. 

I am in favor of these amendments because I believe that 
every State, In cooperation with the Federal Government, 
should give on the average at least a $15 pension per month 
to the needy old people. I am not one of the so-called radi-
cals with reference to pension legislation. I believed, when 
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we passed the social-security legislation in 1935. that the 
States would be able to take advantage of the 50-50 basis 
for old-age assistance that was there presented to the point
of matching the contributions of the Flederal Government 
up to $15. We have learned from experience that many of 
the States have not met the Federal contribution. I will 
riot discuss the question whether they could do it or not, 
but I feel sure that the Federal Government could con­
tribute $2 to $1 up to $15 without straining the Treasury 
-much more than we have already strained it in making
other appropriations, many of which I have not favored. 

Even though I have been styled one of the economy bloc, I 
realize that here Is something in which I sincerely believe, 
even though I appreciate that it calls for an additional ap­
prcpriation of $80,000,000 annually. I am going to resolve 
the doubt in favor of giving a minimum average to the needy
old people of the country of $15 a month. So I shall vote 
for the amendment. It may help States which are better 
off than some of the so-called poorer States, and if It does 
that is all right; I hope it will help all of the States. But 
the Federal Government can very well afford to pay two-
thirds, up to the amount of $15, under the circumstances. 

I see no reason why we should not change the 50-50 basis 
with respect to old-age assistance. We adopted it in the 
beginning and we have found that the States cannot meet 
the 50-50 requirement. So if experience teaches us it has 
not worked as we had hoped, I do not understand why we 
cannot change it. All the laws which have been passed by 
the Federal Government providing Federal assistance have 
not been founded on a 50-50 basis. The appropriations
which are carried for the Public Health Service, indeed, in 
this very bill, are allocated to the States according to need,
in some instances. So we would not be changing any uni­
versal policy and rule by the adoption of the amendment. 
I hope It will be agreed to. 

Mr. BORAH. Mr. President, I do not desire to discuss the 
pending question at length, but I do wish to express my
views very briefly and in a sense as to general principles. 
When this question of old-age pensions was first before the 
Senate I offered an amendment to increase the amount but 
it was defeated. No one respects more than do I the able 
fight which the Senator from Virginia [Mr. BYRD] makes for 
economy. One could get very greatly interested in the sub-
Ject of economy if there were any consistent program which 
looked to economy. But all Senators are for economy on 
some subjects and no Senator is for economy on other sub­
jIects. After expending the amount of money which we have 
appropriated at this sos-on for some things, which, to my 
mind, if not unnecessary were not pressing, I cannot bring 
myself to believe that we should ask the old people of this 
country to live on $15 or $20 or $30 a month. 

We started some time ago to make amends for what we 
had failed to do theretofore, that is, to take care of the old 
people. I have not been an advocate of the Townsend 
plan; I have not been an advocate of the transaction-tax 
system proposed to take care of it. I have not favored $200 
a month. But I have long been an advocate of the appro­
priation of a sufficient amount of money to enable old people 
to live with some degree of decency. We have not pro­
vided a reasonable amount as it is our duty to do. 

These old people have done their part In developing this 
country. They have done their part in making this a great
Nation. In my section of the country they are those who 
were the pioneers, they are the people who went into the 
desert and made it habitable and suffered all kinds of hard­
ships. They built great commonwealths. Their work is 
over.' They have not the energy, they have not the ability,
and they have not the opportunity to carry on. They have 
practically closed their careers. They have nothing to look 
forward to. to my mind. as a matter of economy, to say 
nothing of the question of humanity, as somebody in some 
way must take care of them; we can best do this by a rea­
sonable allowance by the Federal Government. We can 
afford to take care of them upon a basis which will enable 
them to live properly. at least from the standpoint of 
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actual need, and my study leads me to believe that It can 
most efficiently be done by the Federal Government-there 
aire two governments but only one taxpayer.

For these reasons I shall vote for the amendment, and I 
shall vote for any other amendment which will bring the 
amount of contribution up to what seems to me a proper

amutt fodaresnbesadr o iigfrtee
amonttoaforaresoabe sanar o lvig orthseold people. I do not feel the amount here provided is sufficient. 

In doing so I do not feel it is an act of charity. I feel that 
it is actually taking care on an economical basis of those 
who must be cared for in some way. I would far rather 
give to these old people in excess of the $15 or $20 or $25 a 
month than to be preparing to spend uncounted millions on 
such things as the sand dunes of Guam or loan millions and 

millins aboad.the
The best preparation we can make for all the future, 

against all the isms which can come-fascism and commu-
nism and all other isms-and the best defense we can make 
of this country is to let it be known that our people, our 
citizens, are our care, and that we propose to care for them 
in the most reasonable and best way possible.

Mr. President. I have advocated for a long time, have ad-
vocatcd in my State, and have advocated elsewhere a Pay-
ment of $60 a month. I realize that that is beyond what my
associates generally think is necessary or proper or possible 
at this time, but if they will go into the homes of those old 
people and undertake to estimate how they can live upon
less, really live upon less, consider purchase at present prices
the things necessary in order to maintain life, they will find 
that sum is not too much. 

I am not one of those who believe, as the Senator from 
Virginia has said, that because the money comes from the 
National Government, it is supposed to be a gift from above,
that, like mnanna, it has fallen from heaven. I know It 
comes from the same taxpayers who pay taxes in the States. 
But I know also that the American citizen Is a citizen of the 
United States, by the Constitution we especially made him 
a citizen of the United States, and I know that when war 
and trouble come, he is called upon, not by the States, but 
he is called upon as a citizen to protect the United States. 
It seems to me from every viewpoint that we must prepare 
to care for these old people, and let It be known that they 
are to be cared for. I shall vote for the amendment for the 
reasons I have given, 

Another thing, Mr. President. The Senator from Virginia
found fault with my view that the Federal Government 
would have to take care of this problem finally, and I so 
much respect his views that I hesitate to disagree with him. 
But suppose a State is in such a condition, as some of them 
are, that It cannot pay more than it is paying, a pitiable 
sum. Shall we say that because a State happens to be in 
that condition, and the State is so situated that it can do 
no more, the localities shall punish the old people because 
of the place in which they have located? 

In my opinion, a citizen of any State not prepared to take 
care of him is a citizen of the United States and should 
have the consideration of the National Government. If the 
local situation Is such as to make it impossible for him to 
be taken care of, there is a duty devolving on the Federal 
Government. I do not care where he lives. If he cannot be 
taken care of, there Is still an obligation on the National 
Government to see that he is taken care of. 

The PRESIDING OFFICER (Mr. LucAs in the chair).
The question is on agreeing to the amendment offered by 
the Senator from Texas. 

Mr. AUSTIN. I suggest the absence of a quorum,

The PRESIDING OFFICER. The clerk will call the roll. 

The legislative clerk called the roll, and the following


Senators answered to their names: 
Adams Billow Davis Guffey
Andrews Burke Downey Gurney
Austin Byrd Ellendet Hale
Barbour Cappe Prazier Harrison 
Barkley Chavez George Hatch 
Bilbo Clark. Idaho Gerry Hayden
Bone Clark, Mo. Gibson Herring

BrhConnally Glass HUIl 
Bridges Dn r Grleen Holm." 
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Halt MedReynolds Tobey

Hughes Miller Russell Townsend
Johnson, Calif. Minton Schwartz TrumanJohnson: Colo. Murray Schwellenbach Vandenberg
 
King Neely Sheppard Van Nuys
La Follette Norris Shipstead WagnerI" Nye Slattery Walsh
 
Lodge O'Mahoney Smith White
 
Lucas Overton Stewart Wiley

Mc~ellar Pittman Taft

mcNary Padcliffe Thomas. Okia.
 
Maloney Reed Thomas, Utah 

The PRESIDING OFFICER. Eighty-one Senators have 
'answered to their names. A quorum is present.

Mr. GEORGE. Mr. President, I intend to delay the vote 
for only a very few minutes. I wish to call attention to the 
fact that in the Social Security Act itself we have recognized 

obligation of the Federal Government without requiring
the States to match on a 50-50 basis or any other fixed basis. 
There is a provision in the Social Security Act for the care 
of crippled children, and a fund is appropriated for that 
purpose. That fund Is allotted between the States on the 
basis of certain enumerated factors. One of them is the 
financial needs of each State. 

Mr. President, that fund has been In the Social Security
Act from the beginning, so in social-security legislation at 
least we have not followed a rigid 50-50 allocation of the 
Federal appropriation. That fund has been increased by an 
amendment to the pending bill providing for an additional 
$1,000,000 per year for the care of crippled children, and 
both that increase and the amount authorized in the original 
act will be allocated to the States, among other things, on the 
basis of the financia needs of -the States. 

Mr. President, the Social Security Act also includes an 
appropriation for public-health work, an appropriation 
which has done a great deal of good in all the States, but 
which has been of inestimable value and benefit to the rural 
States. The appropriation of $8,000,000 carried 'in the 
original law for public-health work. is not allocated to the 
States on a 50-50 basis. It is allocated on the basis of 
need in each State. The public-health funds are allocated 
by the Surgeon General. The appropriation for the care 
of crippled children is allocated by the Secretary of labor. 
Both of these funds, not only the one for the care of 
crippled children but the fund for Public Health Service, 
have been increased in the bill now before the Senate, and 
the theory of 50-50 contribution does not exist with. respect 
to the allocation to the States in either instance. 

Mr. President, I wish to make this general statement: 
I have no difficulty in agreeing with the general observa­
tions made by the distinguished Junior Senator from Vir­
ginia, nor in agreeing with the viewpoint of other Members 
of the Senate who believe that we should not depart from 
the general principle of a 50-50 contribution by tihe States 
provided for in most of the appropriations which have 
been made for necessary cooperative work Within the 
States. I have no difficulty in agreeing generally with their 
point of view. But, Mr. President, I have difficulty in agree­
ing with the facts as they exist under social security.
Let us take the case of any State; take that of my own 
State, for I do not want to make any invidious comparisons.
In my State only about 50 percent of the worthy old people
who are entitled to old-age assistance are on the rolls. 
What the Senator from Virginia tlMr. BYRD] says would be 
a good answer to the State of Georgia if the State of 
Georgia wanted a larger share paid by the Federal Govern­
ment. However, what answer is It to 50 percent of the old 
people of my State, who are not on the rolls at all, and 
who do not receive a dime from the State or from the 
Federal Government, while in some other State, either be­
cause of the ability of the State or the disposition of the 
officials of the State, the old people are on the rolls and are 
receivinig benefits? I cannot answer 40,000 men and women
in Georgia who are not receiving a dime from the Federal
Government by saying to them, "Go to the State govern­
mn n aeteSaegvrmn as nuhtxst 
mn n aeteSaegvrmn as nuhtxst 
put you on the rolls, and to match, dollar for dollar, whatthe Federal Government pay's to the old people within this 
State or In other States." 
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That Is no answer to them. They are American citizens. 

They have lived under all the burdens the Government has 
placed upon them. They have paid all the taxes that have 
been paid through a long lifetime. Some of them had prop-
erty. Until 1929. some of them were in good circumstances. 
Some of them have bcen taxpayers through a long lifetime. 
All their property is swept away. They have no children or 
other dependents who can or will support them. The State 
government does not levy the tax. Whether it is unable 
to levy it or whether it is not disposed to levy it does not 
answer the question, does not answer the demand for these 
old people to be treated as are other old people who are on 
the rolls within my State and in neighboring States. 

It is no answer so far as the Federal Government is con-
cerned, because, if the Federal Government is willing to pay 
any part of $15 to an old man or an old woman 65 years of 
age who has seen better days, it is no answer to say to the 
old people, "Your State has not done its duty." Perhaps 
that is an answer to the State. Perhaps the States are not 
dealing with the question as they should. Perhaps they have 
not imposed the taxes they ought to impose. However, there 
is simply no answer that I as a representative of the people 
of my State in this body, can maike to forty-odd thousand 
who are not on the rolls and who are not receiving a dime 
from the Federal Government, while some forty-odd thou-
sand in the State are receiving checks monthly from the 
Federal Government. 

Mr. President, I think this amendment would enable the 
States perhaps not to do equal justice to all the aged people 
but to do something that approaches it, to put people cn the 
rolls who ought to go on the rolls, and to give to the aged 
people within the State who are already on the rolls some-
thing in the neighborhood of adequate provision for their 
actual necessities. 

What are the facts with respect to those who are on the 
rolls? We must meet the facts as they are. The facts are 
that in a State which contributes, with the assistance of the 
Federal Government, some $6 per month to an old person, 
such contribution is inadequate to meet human needs. The 
State which contributes the sum of $8 per month, on the 
average, to an old person who has no means whatever is 
not meeting all the actual needs of that person. 

Mr. President, the Federal Government thought it wise to 
enter this field, and to say to the States, "We will set up a 
fund from which you may draw if you see fit to set up bene-
fits for the aged people within your State." Under those 
circumstances it seems to me the Federal Government owes 
something. Perhaps it is unwise to depart from the 50-50 
basis of contribution; but we have done it in the casse of 
social security. We have a condition which no kind of logic 
can answer, because it is a condition of naked human want 
and misery. The facts stand out. No logic can answer 
them. No logic can satisfy the aged person in my State or 
any cother State who is receiving less from the State and 
the Federal Government than is necessary to meet his 
physical needs or who is receiving nothing simply and solely 
because the State itself does not act. The argument ad-
vanced is no answer to that man or woman, and it is no 
answer to my conscience, Mr. President. I dare say it is 
no answer to the conscience of any other Senator. 

Mr. President, when I contemplate some of the things that 
'we are doing I wonder why we hesitate to say that up to an 
average of $15, to which the State must contribute, the 
Federal Government will pay to the worthy aged people 
within that State $2 to the State's $1. At this very mo-
ment the Secretary of Agriculture is convening in this city 
the representatives of the cotton trade to devise the best 
program to give away $35,000,000 of the money of the tax-
payers of the countr-7 to foreign spinners, to the aged and 
the young alike who live in foreign countries, in order to 
induce the shipment of our cotton out of the United States. 

So, Mr. President, I shall vote for the amendment. It is 
not based upon aiding the Poor States by discriminating 
against the better-off States, because under the provisions 
of the amendment every State would receive $2 for $1 until 
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it had paid to the worthy old people within the State an 
average of $15 per month. If there is any justification for 
social-security legislation, if there is any justification for the 
Federal Government in the first instance inviting the States 
to take care of their old people, it seems to me we are ,justi­
fied in saying that up to the level at which ordinary physical 
demands can be only inadequatel_ met the Federal Govern­
ment shall pay $2 while the State pays only $1. and above 
that amount the States and the Federal Government shafl 
pay on a 50-50 basis. 

It is too late to raise the issue that we must never depart
from a 50-50 basis. We have done so in the Social Security 
Act, and I think wisely so. We have done so in the case 
of public health. That action was based in part upon the 
financial need of the State. We said to the Surgeon 
General, "Apportion this appropriation among the States." 
We have done it in the case of crippled children. We have 
said to the Secretary of Labor, "Apportion this appropria­
tion among the States on the basis of need." Of course, the 
financial condition of the State was again involved. The 
two appropriations to which I have referred are substantially 
increased in the bill now before the Senate. 

IMr. DOWNEY. Mr. President, will the Senator yield?
 
Mr. GEORGE. I yield.
 
Mr. DOWNEY. The Senator from Georgia has stated
 

that he believes the Federal Government should contribute 
$2 for every dollar from the State up to a sum which is 
required to satisfy the necessities of the old people. I should 
like to inquire of the Senator what sum he believes he would 
fix to satisfy the necessities of a senior citizen under this 
bill. 

Mr. GEORGE. Speaking now to the amendment offered, 
my Position is that the Federal Government should be 
willing to do at least what the amendment provides; that 
is, to contribute $2 to $1 up to the meager average of $15 a 
month. 

Mr. DOWNEY. May I inquire further of the Senator if 
he does not think a sum substantially higher than $15 a 
month is required to keep body and soul together in decency
and vigor? 

Mr. GEORGE. I should hesitate to say that the state­
ment made by the Senator from California is not true. 

Mr. WAGNER. Mr. President, will the Senator yield? 
Mr. GEORGE. I yield. 
Mr. WAGNER. The point was made that we ought to 

adhere to a certain definite policy. As I understand, the 
Social Security Board, which has had experience in admin­
istration over a period of 4 years, has itself recommended 
that there should be some variation between the States 
which can less afford to help the aged and the States which 
can better afford to do so, as measured by relative per-
capita income. The amendment which bad been prepared 
by the Senator from South Carolina [Mr. BYRNzsl, accom­
plished that objective. I favored that amendment, and 
would prefer it to that now offered by the Senator from 
Texas. Since this amendment, however, seeks the same 
objective, I propose to support it, with perhaps some safe­
guard that the additional Federal funds will be devoted to 
lifting up the States' present average pensions. 

Mr. BYRD. Mr. President, will the Senator from Georgia 
yield? 

Mr. GEORGE. I yield. 
Mr. BYRD. I should like to say to the Senator from 

New York that Aft. Altmeyer, in his testimony, stated that 
he thought the Connally amendment was a very dangerous 
proposal. 

Mr. WAGNER. Did not Mr. Altmeyer say that the pro-
Posal submitted by the Senator from South Carolina was 
an: improvement? 

Mr. BYRD. That is true, but the proposal of the Sen­
ator from Texas he thought was a very dangerous proposal. 

Mr. WAGNER. I am using my own judgment in sup­
porting the amendment offered of the Senator from Texas, 
and I am going to vote for it because I-want to give aid 
where aid Is needed. 
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Mr. BYRD. The Senator may not have been inored 

thtM.Altmeyer was opposed to the amendment of the 
Senator from Texas and thought it was very dangerous. 

Mr. WAGNER But he did favor the variable grant prin-
ciple recognized by the Byrnes amendment. 

Mr. BYRD. The Byrnes amendment, as the Senatcr 
knows. is very different from the pending amendment. 

Mr. WAGNER. Yes; but it recognized the variable rule, 
Mr. BYRD. This amendment does not recognize it. 
Mr. WAGNER. Not to the same extent. I would very 

much have preferred the other amendment. 
Mr. BYRD. The pending amendment does not do that 

at all, because it is uniform throughout the country. 
Mr. GEORGE. Mr. President, since the distinguished 

Senator from New York has raised the question, may I say 
that Dr. Altmeyer, of the Social Security Board, did favor 
the Byrnes amendment. The Byrnes amendment sought to 
do precisely what the pending amendment seeks to do in 
another way, so far as minimum assistance is concerned, 

I may also say to the Senator from New York and the 
Senator from Virginia that Dr. Altmeyer objected to the 
amendment now before the Senate, not because it would 
vary the contributions from the 50-50 basis but because he 
thought--and undoubtedly with some reason--or at least he 
feared that, if the Federal Government matched $2 to $1 up 
to $15. some States might be content not to go above the 
$15. That is the reason why he opposed the amendment. 

Mir. WAGNER. I may say to the Senator that there is 
aScme apprehension that if the Connally amendment were 
adopted, some States might take advantage of the situation. 
I believe that the States are sufficiently interested in help- 
ing unfortunate aged people that they will not take ad-
vantage of the amendment to reduce their own contributions. 

Mr. O'MAHONEY. Mr. President, will the Senator from 
Georgia yield at that point? 

Mr. GEORGE. I yield the floor, 
Mr. O'MAHONEY. Mr. President, earlier in the after-

noon I interrupted the Senator from Virginia [Mr. BYRD] 
upon the phase of the matter which the Senator from New 
York has just mentioned and suggested that the pending 
amendment might be so modified as to prevent any danger 
of the contingency that any State might take advantage of 
the increased contribution under clause (a) to reduce its 
contribution to old-age assistance. The Senator from Texas 
was good enough to suggest to me that if I should attempt 
to prepare definite language to carry out the corrective plan, 
he would accept a satisfactory formula. I have now done 
that, Mr. President, and I should like to offer the modify-
Ing amendment at this time. 

Mr. WAGNER. I take it that the Senator is providing 
for a minimum? 

Mr. O'MAHONEY. I shall read the proposed amendment 
to the amendment. 

providd, however, Thbat in the came of any State which shall 
reduce the amount paid In such State in 1039 to such needy In-
dividuals for old-age assistance, the amount to be paid by the 
secretary of the Treasury to such State shall be. 

And then follows the language of the House bill, so that 
It would have the effect of declaring that if any State should 
seek to take advantage of the increased contribution by the 
Federal Govermnient/ to decrease its own contribution, the 
50-50 rather than tle two-thirds plan would apply. I send 
the amendment to the desk. 

Mr. WAGNER. /The other way I had in mind to improve 
the Connally amendment would be to provide that the one-
third and two-thirds rule should not apply unless a minimum 
average of $15 was Paid to the aged Individuals in any
State.Mr. CONNALLY. 1Mr. President, so far as I am concerned, 
I am, willing to accept the amendment of the Senator from 
Wyoming, though I do not think it is necessary. It merely 
provides that if any State should reduce the amcunt paid
during this fiscal year, it would still have to pay on a 50-50 
basis instead of obtaining the advantage of the two-thirds 
Federal contribution. I have no objection to the 
amendment, 
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Mr. O'MAHONEY. Let me add that the table which was 

put into the RECORD yesterday while the Senator from South 
Carolina [Mr. BYRNEsI was addressing the Senate, reveals a 
rather startling condition with respect to the payment of 
old-age assistance. Twenty-eight of the States make an 
average total payment from both Federal and State sources 
combined of less than $20: 42 States make a total payment 
of less than $25; and in the State of California alone do 
needy aged persons who are obviously without resources of 
their own receive as much as $30. 

Mr. LODGE. Mr. President, will the Senator yield?
 
Mr. O'MAIIONEY. Certainly.
 
Mr. LODGE. The Senator refers to average payments,
 

I does he not? 
Mr. 07VMAHONEY. Yes; these are average payments, of 

course. 
Mr. LODGE. In my State, I happen to know, there are 

17,000 people who in May received more than $30; yet the 
average, of course, is less than that. 

Mr. O'MAJHONEY. I was speaking of the average. The 
average for the State of Massachusetts is $28.56. 

Mr. LODGE. And in the State of Louisiana, for instance, 
which is very far down on the list, there are people who 
receive more than $30. 

Mr. O'MAHONEY. T.he average in Louisiana is $10.26. 
Mr. LODGE. But there are individuals there who receive 

more than $30. 
Mr. BARKLEY. Mr. President, I wish to say only a brief 

word about this amendment. I voted in the committee for 
the Byrnes amendment, and, as a matter of fact, as a mem­
ber of the Committee on Unem;)loyment, I participated in 
preparing that amendment, which was a departure from the 
criginal 50-50 requirement of the law as it now exists. 

In considering the matter from the standpoint of the Fed­
eral Government and the States, I am convinced that we 
cannot lose sight of the condition of individual aged persons 
in the country irrespective of any meticulous regard for 
some proportion between the States and the Federal Gov­
ermient. 

When I voted for the social-security law--and I imagine 
many other Senators had the same notion-I thought we 
were providing $30 a month old-age pension on a 50-50 basis 
$15 by the Federal Government and $15 by the State. That 
is what I believed in. I have all over my State advocated a 
$15 contribution by the State to match the $15 contribution 
by the Federal Government. and I have criticized, my own 
State government for not providing $15 to match the $15 
contributed by the Federal Government, 

When the bill was introduced. calling for compliance by 
the State with the social-securitly law, it provided $15 a 
month to be matched by the States. That was reduced to 
$7.50. So the maximum under the present law that is pos­
sible in my State is $15. But, as a matter of fact, the aver­
age is eight dollars and fifty-some cents. 

I believe that my State can do better than to pay an aver­
age of $8.50 to older people. I have advocated, and I am 
now advocating that the State of Kentucky amend Its law 
so as to provide $15 to match the $15 contributed by the 
Federal Government. But I am confronted with the problem 
of how long I am willing to wait, and thereby add to the 
suffering and indigency of old people, while some State ad­
ministration is willing to carry out what we thought was the 
original intention of Congress by putting up $15 to match 
the like Federal contribution, The Byrnes amendment, 
which was voted down in the committee but for which I 
voted and which I helped to frame as a member of the Corn­
mittee on Unemployment, recognized that there are some 
States that may not be able to do that. 

I would not draw any invidious comparisons here by at­
tempting to name the States that cannot put up sumeilent 
money to average at least $15 or even $30 per month. I am 
frank to may that I think my own State can do It. but there 
may be some others that cannot do it; but my State has not 
done it. Therefore it seems to me that it we are to depart 
from the rigid 50-50 rule, the amendment offered by the Sen­
ator from Texas Is preferable even to the amendment offered 
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by the Senator from South Carolina [Mr. BmRNs] in this 
respect, at least, that it does not embarrass the administra-
tion of the law by requiring the authorities to decide which 
States can and which States cannot put up more money than 
they are now contributing in order that they may make a 
higher average payment for old-age pensions.

Because I believe it is better to make the variation apply to 
all States than to pick out a few of them and make it appi-
cable to them on the basis of need, and because I do not 
believe we can wait indefinitely for the States which either 
cannot or are unwilling to do their duty in regard to the old-
age pension situation, I am going to vote for the amendment 
offered by the Senator from Texas, making this 2-to-i propo-
sition apply in all the States up to an average of $15 per
month. 

I realize that the question arises, How soon shall we reach 
a period when the Federal Goverrnment will undertake the 
entire obligation and leave the States entirely free? It may
be that we are headed toward that situation. I do not know 
whether we are or not. If we are headed toward it, we cannot 
stop it any more than one can take a broom and sweep back 
the waves rolling in from the ocean. We shall reach that 
Point some day if we are going to head in that direction, and 
It may be necessary to do it. It may be that from the stand-
point of justice, the obligation of the Federal Government is
Paramount to the obligation of the States. But whether or 
not that be true, for the time being it seems to me we can 
afford to make this departure up to an average of $15 per
Month; and I reiterate my hope that the time is not far dis-. 
tant when the average Pension received by the old people of
the country will be at least $30, for it is difficult to understand 
how anybody entitled to it at all can live on any decent 
standard for less than $30 per month. 

For these reasons I expect to vote for the pending
amendment. 

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from Texas [Mr. 
CONNALLY], as modified. 

Mr. LODGE. I suggest the absence of a quorum.
The PRESIDING OFFICER. The clerk Will Call the roll. 
The Chief Clerk calied the roll, and the following Senators

answered to their names: 
Adams Ellender King Reynolds

Andrews Frazier La Follette Russell

Austin George Lee Schwartz
Bsarbour Gerry Lodge Schwellenbach

Barkley Gibson Lucas Sheppard

Bi1bo Glass McKellar Shipstead

Bone Green McNary Slattery

Borab Guffey Maloney Stewart
Bridges Gurney Mead Taft

Bulow Hale 
 Miller Thomas. Okla.
Burke Harrison Minton 71iomas. Utah

Byrd Hatch Murray Tobey

Capper Hayden Neely Townsend

Chavez Herring Norris Truman
Clark. Idaho Hill Nye Vandenberg

Clark, Mo. Holnman O'Malioney Van Nuys
Connauly Holt Overton Wagner

Danaher Hughes Pittman Walsh ~ 
Davis Johnaon. Calif. Radcliffe White

Downey Johnson. Cob,. Reed Wiley 


The PRESIDING OFFICER. Eighty Senators having an­
swered to their names, a quorum is present. The question Is 
on agreeing to the amendment offered by the Senator from 
Texas [Mr. CONNALLyJ, as modified. 

Mr. HARRISON and Mr. LODGE: called for the yeas and 
nays, and they were ordered. 

The PRESIDING OFFICER. The clerk will canl the roll. 
The Chief Clerk proceeded to call the roll. 
Mr. HALE (when his name was called). I have a general

Pair with the junior Senator from South Carolina [Mr.
BYRNES]. Being unable to transfer my pair, I cannot vote. 
If at liberty to vote, I should vote "'nay" and the Senator from 
South Carolina would vote 'yea."

The roll call was concluded. 
Mr. DAVIS (after having voted in the negative). I have a 

general Pair with the Junior Senator from Kentucky [Mr.
LooANIi. Not knowing how he would vote if present, I with­
draw my vote. 
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Mr. HILL. My colleague [Mr. BANclxxW] and the Senator

from North Carolina (Mr. BAILEY] are absent on Important
business. They have a, pair on this Question. I am advised 
that if my colleague were present he would vote "Yea' and if 
the Senator from North Carolina were present he would vote 
".nay.-'

Mr. ANDREWS. My colleague [Mr. PEPPER] Is out of the 
city. If he were present he would vote "yea." He is paired
with the Senator from Maryland fMr. TYDINGS] * who, I 
Understand, if present, would vote "nay."

Mr. HAYDEN. My colleague [Mr. AsHURSTI is detained 
from the Senate because of Illness in his family.

Mr. MINTON. I announce that the Senator from New 
Jersey [Mr. SiiATHEas] is detained from the Senate because 
of illness in his family.

The Senator from Aichigan [Mr. BROWN], the Senator 
from South Carolina [Mr. BYRNES), the Senator from Ar­
kansas [Mrs. CARAWAY], the Senator from Ohio [Mr. DaNA-
HEY], the Senator from Kentucky [Mr. LOGANu], the Senator 
from Nevada [Mr. MCCARRANI], and the Senator from Mary­
land [Mr. TYDINGSI are absent on important public business. 

The Senator from Iowa [Mrt. GILLETTE], the Senator 
from Minnesota [Mr. LtJNDEEN], and the Senator from South 
Carolina [Mr. SbITH] are detained in various Government 
departments.

The Senator from Arkansas [MrS. CARAWAY] is paired on 
this amendment with the Senator from Iowa [Mr. GILET~rz].
I am advised that if present and voting, the Senator from 
Arkansas would vote "yea" and the Senator from Iowa would 
vote "nay."

The Senator from Montana [Mr. WHEELER) is detained In 
the Committee on Interstate Commerce. I am advised that 
if present and voting, he would vote "yea."

The result was announced-yeas 43, nays 35, as follows: 

So Mr. CoNNALLY's amendment, as modified, was agreed to. 

YEAS-43 
Andrews Frazier Bailler Schwellenbach 
Barkley
BilboBone 
Borah 
Buo
Chavez
Clark. Idaho 
Connlly
Downey
Ellender 

George
Guffey
Harrison 
Hatch 
Hayden
HUI
Hughes 
La Foieltte 
Lee 
Me ellbr 

Minton 
Murray
Neely 
Nye 
O'Mahoney
Overton
Plittman 
Reynolds
RUssell 
Schwartz 

Sheppard
Shipstead
Slattery 
Stewart 
Thomas, Okla.
Thomas, Utah
Truman 
Van Nuys
Wagner 

KAYS-835 

Adams 
Austin 
Ba.rbour 
Bridges
Burke 
Byrd 
capper
Clark. Mo. 
Danaher 

Gerry
Gibson 
Glass 
Green 
Gurney
Herring
Holman 
Holt 
Johnson, Calif. 

Johnson, Colo. 
King
Lodge 
Lucas 
McNary
Maloney
Mead 
Norris 
Radcliffe 

Reed 
Taft 
Tobey 
Townsend 
Vandenberg
Walsh. 
White 
Wiley 

NOT VOTING-18 

Ashurat 
Bailey
Bankhead 
Brown 
Byrnes 

Caraway
Davis 
Donabey
Gillette 
Hale 

Logan
Lundeen 
MeCarran 
Pepper
Smathers 

Smith 
Tydings
wheeler 
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AMENDMENT OF SOCIAL SECURITY ACT 

The Senate resumed the consideration of the bill (H. R. 
6635) to amend the Social Security Act, and for other 
purpcses. 

Mr. LEE. Mr. Presi.dent, at this time I wish to have taken 
tup an amendment of mine lying on the table. I ask that 
the clerk state the amendment. 

The PRESIDING OFFICER. The clerk will state the 
amendment. 

The CHIEF CLERK. It is proposed to strike out beginning 
With line 7 on page 1, through line 22 on page 5, and to 
Insert in lieu thereof the following: 

SEc. 101. Effective January 1. 1940, title I of the Social Security
Act is amended to read as follows: 

"TITLE I-OLD-Acz AssisTAxcU 
'SECTMoN 1. (a) Every citizen of the United States who Is 60 

years of age or older and who Is not gainfully employed shall, upon
application, be entitled to receive a payment of $40 for each month 
beginning with the month in which he mies application or the 
month in which he becomes 60 years of age, whichever month Is 
later. 

`(1) No such citizen shall be deemed to be gainfully employed
in any month Unless he renders services during such month for 
'which he receives remuneration in excess of $10. The amount 
of any payment made to any such citizen for any month in which 
he is gainfully employed shall be deducted from subsequent pay-
Inents to which he may be entitled. 

"SEC. 2. (a) Applications for payments under this title shall be 
filed with the Social Security Board in such form as the Board 
may prescribe. 

"(b) The provisions of sections 204 to 208. both inclusive (in-
cluding penalties), shall, insofar as they are not inconsistent with 
the provisions of this title, be applicable with respect to payments
under this title in the same manner and to the same extent as 
such provisions are applicable with respect to payments under 
title IL 

"SEc. 3. (a) There are hereby authorized to be appropriated
such sums as may be necessary to carry out the provisions of 
this title.thtoais1,802.Acrigtanetmemdeb

`(b) The sums appropriated for making payments under this 
title shall be maintained In a separate account in the Treasury;
and such payments shall be made by the secretary of the Treass. 
ury from such account in accordance with certification by te 
Social Security Board." th 

Mr. LEE. Mr. President, I shall first explain the amend-
rnent by telling what it does not do. It does not change
the pending bill or the present law with respect to, first, 
aid to the blind; second, aid to crippled children; third, aid 
to dependent children; fourth, aid for public health; fifth, 
aid for maternal and child welfare; sixth, vocational rehabil-
itation; seventh, unemployment compensation; and, finally, 
It does not change the present law or the pending bill with 
respect to old-age and survivors' insurance, 

The amendment would, however, repeal the requirement 
of State contribution for aid to needy old people, and sub-
stitute therefor an outright Federal pension of $40 a month 
to every citizen 60 years of age or more who is not gainfully 
employed. 

The amendment provides that the pension shall be paid 
directly to the old person, without State administration. it 
also provides that payment be made regardless of need. In 
other words, the amendment provides a clear-cut Federal 
pension of $40 a month without the administration of State 
offcials, without regard to need of the individual, 

Mr. President, this administration is the first administra-
tion to give old-age pensions. This administration deserves 
great credit for blazing the trail on the entire program cov-
ered by social-security legislation. 

For the first time in the history of our Nation the Federal 
Government, in present law and in the pending bill, recog-
nizes its obligation to crippled children, recognizes its obliga-
tion to blind people, recognizes its obligation to care for the 
health of the People throughout the Nation. For the first 
time in the history of this Nation the Federal Government, 
through this administration, has recognized the obligation 
of the Government to mothers, for maternal care, for the 
welfare of crippled children, and for the welfare of depend-
ent children. For the first time In the history of this Na-
tion the Federal Government, through this administration, 
has recognized the obligation of the Government to the old 
people of this country. Therefore I have only praise for the 
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efforts which have been made already to meet these problems. 
and I certainly have no caustic criticism to. make of the pres­
ent administration for the things it has done in that direc­
tion. 

However, we must learn by experience. We can profit by 
the years of experience which we have already had with re­
spect to the administration of the law in its application to 
old-age pensions. 

Again let me make It clear that the amendment does not 
change the law which provides for contribution and for old-
age insurance. For example, a person who is contributing 
now to a fund which will later be paid to him in the form 
of an old-age annuity would still be allowed to draw that 
fund. Whatever is provided in the amendment would be in 
addition to that. If that person, who Is now contributing to 
a fund, should die, his survivors--that is,.his widow and 
orphans-would receive the amount of money he has con­
tributed. That is not changed by the amendment. It seeks 
only to repeal that part of the law which provides that the 
States must match money for the payment of pensions to old 
people, and to put in its place a Federal old-age pension
which is paid to old people regardless of whether the State 
matches It or not, and is paid directly to them by the Federal 
Government. 

Mr. TAFT. Mr. PresidentV-­
The PRESIDING OFFICER (Mr. TaumAN~ in the chair).


De h eao rmOlhm il oteSntrfo 
De h eao rmOlhm il oteSntrfo
 
Ohio?
 

Mr. LEE. 3 yield.
Mr. TAFT. Has the Senator an estimate of how many 

people there are in the United States today who are over 60 
years of age?

Mr. LEE. According to the last census, the Census of 1930.
thtoaIs0.802.Acrigoaneiatmdeb 

the Bureau of the Census in July 1938 there are 12,450,000
such persons in the United States. 

r Ar hna- oudrtn htteaed 
Men. would reuien aprxmaItonely t yhearmfroms5,00,0000 at 

metwudrqieapoiaey$,0.000ayarfm 
the Federal Treasury as opposed to approximately $250,000,­
000 which the bill provides? 

DMr. LEE. I do not believe so, and I base my belief on the 
following facts. In the first place the amendment provides 
payment only for those who are not gainfully employed, and 
according to figures furnished me, which seem to be reason­
ably accurate, there are 4,155,000 persons 60 years of age and 
over who are gainfully employed, whlch would leave a total 
of 6,230,000 who are not. That calculation is based on the 
census of 1930 of 10,385,026 persons, instead of the other fig­
ure which I gave. There is a little difference between the 
two. But it leaves a total of 6,230,000 persons, and that. 
would amount to $2,990,400,000. 

Air. President, there is precedent for paying old-age pen­
sions. In the first place, we now make retirement payments 
to certain groups. We pay to those who have served in the 
Army and Navy after a certain number of years of service. 
We retire such persons on a good Income. A major general 
Is retired after 30 years' service on a monthiy retirement pay 
of $500. A brigadier general is retired on a monthly pay of 
$375. A colonel Is retired on a monthly pay of $375. A 
lieutenant colonel on $359.37 monthly pay. A major on 
$338.12 monthly pay. A captain on $281.25 monthly pay. 
A first lieutenant on $225 monthly pay. A second lieutenant 
on $187.50 monthly pay. 

In respect to the Navy, a rear admiral's retirement pay is 
$6,000 a year. A captain's retirement pay is $4,500 a year. 
A lieutenant's retirement pay is $3,300 a year. An enlisted 
man's retirement Pay is from $133.80 down to $31.50 a 
month. 

In addition to that, a Supreme Court Justice's retirement 
pay, Is $20,000 a year. Federal judges are retired on full 
pay. Whatever their salary Is, they are retired on that 
salary. 

Furthermore, the civil-service groups are retired on pay 
according to their service and their pay after a certain 
number of years' service. 
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I do not hear any questions asked In the Senate when we 

appropriate money. to make these retirement payments. I 
do not hear a Senator rise and ask, "How much will it cost?" 
It Is accepted as a matter of course that these people have 
earned this retirement pay. 

The mail carrier who brings our mail every day knows 
that at the end of a certain period of time he is going to be 
retired on sufficient to keep him in a respectable station of 
life. He also knows that he is protected by the civil-service 
laws; that he cannot be arbitrarily discharged. In other 
words, he is given a guaranty, so to speak, of a Job with an 
income for 30 years, and then a guaranty of an income on 
retirement payz 

An Army officer or an enlisted man is given a certain 
guaranty of an income while he lives and while he serves. 
Then he is guaranteed an Income afterward on retirement. 

Let me ask the Senate. What about the laborer who does 
not know whether or not he will have a job next month? 
Consider his condition. It may be argued that because a 
man has given 30 years of service to the Government. there-
fore he should be retired with pay; but compare that with 
this argument: The man who is not sure of a job may say,
"Why, I look a~it the other way. That other man has been 
guaranteed a job for 30 years. If there Is any difference, It 
ought to be in may favor, because I have not had a guaranty
of a job. He has had an assurance that his Job is secure, 
and in addition to that you guarantee him a living on a 
decent standard afterward, but I am not guaranteed even a 
Job, and because I am not guaranteed a job, neither am I 
guaranteed a retirement pension after a certain number of 
years. Why.," he says, "instead of saying that you owe that 
man retirement pay, you should say that he has been guar-
anteed a job all the time and has had an opportunity to 
save for his old age. He has had the best of it. I am the 
one who has been receiving the rebuffs of life. I lost MY Job 
and used up my saving. I am the one who needs a pen-
sion more than the man who has had a steady income al 
of his life." 

A Federal Judge cannot be dismissed. He serves for life 
during good behavior. He has a guaranteed income; and 
because of his service the Government says to him, "When 
you reach 70 years of age, after 10 years' service, we will 
continue you on full pay."

Mr. SCHWARTZ. Mr. President, will the Senator yield? 
Mr. LEE. I yield. 
Mr. SCHWARTZ. Under sections 1 and 2, would the 

Government pay $40 a month to a person over 60 years
of age who has a substantial Income but who has retired 
and is not performing any service? 

Mr. LEE. That is correct. I shall discuss that question 
before I conclude. 

I am pointing out that our Government Is already Comn-
mitted to a policy of pensions and retirement pay. I do 
not wish anyone to interpret my remarks to mean that I 
do not favor retirement for Army or Navy officers or for 
enlisted men who serve in the Army or Navy. I favor 
such retirement. I favor retirement pay for men who serve 
on the bench. I favor civil-service retirement. However, 
I am arguing that since such individuals are protected from 
the hardships of life by virtue of the perpetuity and security 
of their positions, and since we grant them a continued In-
come after a certain period of service, we should gra~nt an1 
income to the man who serves and who has not been so 
protected. 

Whomcoudbeter ow wthot, te cvilservce orkrettr dVirbm. oul wewihout th ciil-ervie wrke
or the farmer? Who is to guarantee the farmer an income 
after he has spent his vigorous years producing food for 
the country? Who is to guarantee an income to the mer-
chan1t? Who Is to guarantee an Income to the doctor, 
or to professional and business people who are not pro-
tected by Our system Of Insurance and retirement funds? 

Whos a guaante o th ftet Incme wae emer he 
has given a life of labor? 

I mention these things to show, that we are committed to 
a ytmOf retirement pay.Thfamrte bosystemr telaorr te 

merchant, and the professional people, and all Workers. ano 
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just as much entitled to an income after they have-served 
their fruitful years as are those who have served In pro.. 
tected capacities. 

Mr. HATCH. Mr. President, will the Senator yield? 
The PRESIDING OFFCER (Mr. BiLBo In the chair).

Does the Senator from Oklahoma yield to the Senator from 
New Mexico? 

Mr. LEE. I yield. 
Mr. HATCH. I do not wish to Interrupt the Senator's 

remarks; but he was talking about civil-service employees, 
and the thought occurred to me that there is a provision
under which certain deductions are made from their salaries 
throughout the years to provide a retirement fund. Is not 
retirement something for which they themselves pay? I am 
asking for information. 

Mr. LEE. I cannot answer that question directly. I am 
inclined to think that they make a contribution, and I be­
lieve the Government also makes a contribution. However, 
they have sufficient salary after the contribution is made to 
insure them a reasonable Income. I am not saying what I 
say in criticism of that system. In fact, I voted for it when 
I1was a member of the Civil Service Committee in the House. 

Mr. HATCH. I merely wanted to interrupt the Senator to 
say that I am sure he desires to be fair in the matter. 

Mr. LEE. That Is correct. 
Mr. HATCH. The RECORD should show that In a sense 

civil-service employees are paying for the retirement which 
is granted to them. In other words, It is not a gratuity from 
the Government. 

Mr. LEE. In the case of an Army or Navy officer I believe 
that if there is a contribution from his pay it is not so con­
sidered. The same is true of Federal judges.

Mr. HATCH. I am sure the Senator is correct with respect 
to Federal judges. I have no Information with respect to 
Army and Navy personnel. 

Mr. LEE. If it be true that they make a certain contribu­
tion, they have enough left over to sustain them during the 
time they are working and after they have worked the neces­
sary period to entitle them to a retirement income. 

The present law with respect to old-age pensions for the 
needy is not good. Of course, it Is better than none at all. 
I voted for it, and it is today serving a great purpose; but it 
has defects and faults which I believe we should correct at 
this time. We are blazing a new trail. We are working on 
a new subject. We should perfect and improve the law 
where it falls short. 

At the present time the law requires State matching. We 
have just adopted an amendment; and all the argument In 
support of that amendment could Just as well apply to the 
amendment which I have offered. It would apply even bet­
ter, for the reason that the amendment which we have Just 
approved, the amendment offered by the Senator from Texas 
[Mr. CONNALLY], removes only a degree of the objection 
raised to the present law. Everything the Senator from 
Texas said with regard to the present situation could be said 
with greater force in support of my amendment, because his 
amendment goes only part of the way toward correcting the 
fault of the present law. It only matches $2 for $1, instead 
of dollar for dollar, and that only up to $15. 

The Senator from Texas said yesterday, very effectively: 
The point I am trying to drive home is that the Federal Govern­

ment is responsible for this system. The Federal Government 
decreed that the policy, of giving something to dependent aged per­
sons In the United States should coma Into existence.~Why did we do that? Did we have any obligation to do It? Itissaid, "Yes; the Federal Government owes an obligation to anl of
the aged people who are dependent. who are in need. It owes them 
the duty of seeing that they get something toward relieving their 
need. Weeaeteectzn? hyaentali ahVery, weil.WhrarthsciiesThyaeota IWs­ington; they are not,all In the Senate; they are not all in the House 
of Representatives. They are scattered throughout 48 States of the 
Union. They are all the same kind of citizens. They are all In 
need. They are all sovereigns In some State, In aome Common-

What would we think of a government which said, -Wenl, now, 
there Is a good citizen down In Arkansas who is in need. The 
Federal Government owes him soething. But how much does It,owe him? It owes him only 68.08. There is another citizen in 
Caliornia In need. How much does the Federal Government, owe 
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him? lt owes him $15." He Is the same kind of a citizen, in the 
same condition, in the same country. under the same flag. But we
give one of these citizens, the one In Arkansas, just $3.08, and th.e
other one. In California, $15. Is that right? 


We aoptd a
amndmnt hichwoud cusetheFedral
Weaoptd a amndmnt hichwoud cusetheFedral

Government to give the citizen in Arkansas a little more than 
he is receiving now. It would increase the amount he re-
ceives by one-third and to that extent it Is an improvement 
over the present law. However, there would still be an in-
equality, and the Senator admitted that his amendment 
would not entirely correct the evil of which he spoke. 

What is the average old-age pension in Arkansas? It is 
$6.15 a month. What Is the average old-age pension in 
Oklahoma? It Is $19.94. There is an imaginary line be-
tween Oklahoma and Arkansas. When I was campaigning 
for the Senate I may have crossed the line into Arkansas. I 
did not see any line. At that time Senator Robinson was 
living. One of my friends asked one of the men who was. 
attending the meeting, "Are you going to vote for JOSH LEE?" 
He replied, "Well, I like JosH all right, but I guess I will 
have to vote for Uncle Joe again." [Laughter.] Either 
I was over the line campaigning or this citizen was over the 
line listening. Usually I could tell when I crossed the line. 
When I crossed the line the applause was unanimous. When 
I got back into Oklahoma only those who were supporting 
me applauded. That was the only way I could tell I was 
over the line into Arkansas. [Laughter.] 

The line is an imaginary one. A citizen living on one side 
of that imaginary line draws a monthly pension of $6.15, 
while a citizen in exactly the same circumstances on the 
other side of the imaginary line, which cannot be seen, draws 
$19.94. That is making fish of one and fowl of the other, 

The amendment which we have just adopted does not cor-
rect that situation. It helps It only to a degree; but it does 
not eliminate the difference. It Is left up to the States to 
decide, first, whether they are able, and, second, whether 
they want to match Federal funds and to what extent, even 
on a 2-to-i basis, up to $15. Even the pending bill, which 
amends the present law, would not correct that situation. 
it would only ameliorate It. 

Yesterday the Senator from Florida [Mr. ANDREWS] read 
Into the RECORD a very fine statement from the late Mr. 
Justice Cardozo, following the decision on the present law, 
In which he recognized and stated that our obligation to the 
old people is a national obligation. In the opinion, which 
was written by the late Justice Cardoza and concurred in by 
six Justices of the United States Supreme Court, all except 
Justice McReynolds and Justice Butler, the Court said: 

T1he purge of Nation-wide calamity that began In 1929 has 
taught us many lessons. Not the least Is the solidarity of interests 
that may once have seemed to be divided. Unemployment Epreads
from State to State, the hinterland now settled that In pioneer
days gave an avenue of escape. * Spreading from State 
to State, unemployment Is an ill not particular but general, which 
may be checked. if Congress so determines, by the resources of the 
Nation. If this can have been doubtful until now, our ruling
today in the case of the Chas. C. Steward Macht. Co. (301 U. S. 
548, ante. 1279. 57 S. Ct. 883, 109 A. L. R. 1293, supra), has set the 

whether men are thrown out of work because there is no longer
work to do or because the disabilities of age make them Incapable
of doing it. Rescue becomes necessary irrespective of the cause,
The hope behind this statute Is to save men and women from the
rigors of the poorhouse as well as from the haunting fear that such 
a lot awaits them when journey's end Is near, 

Then later In the opinion the Court said: 
naiona plinlThe robem s inare anddimnsins.Mr.
naionl painlI an 

A second fault of the present law is that old people are 
required to prove their poverty in order to receive old-age
pensions. An old man must prove that he is "broke"; that 
he has no property; that he has no relatives or kin suffciently 
close who will Support him. In other words, whether or not 
we like to say it, he must take a pauper's oath in order to be 
eligible to receive an old-age pension, 

The present plan penalizes the thrifty and rewards the 
extravagant. A man who has nothing and proves that he 
has nothing is put on the pension roll, but another man who 
has been a little more thrifty and has foregone some of the 

The robem s are dienson&Mr. 
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pleasures of life and accumulated and saved a little property
is penalized by not being eligible to receive a pension. Sotepeetlwpae eat pntetrfyadofr
tepeetlwpae eat pntetrfyadofr
 

a reward to the extravagant.

Again the present law is faulty because it causes frict!on

since the human equation enters into the decision of whether 
or not a man or a woman is entitled to receive an old-.age 
pension. The amendment which I have offered will remove 
that friction because it will remove the element of human 
judgment. A State board In every State now sits in jludg­
ment to decide the question whether or not an individual 
is in need and to What extent he Is in need before he may 
receive a pension, I say that form of procedure should be 
eliminated. Most of the misuinderstanding, most all of the 
friction that has arisen in the administration of -the law. 
has been due to that very element of human judgment 
deciding that one man is in need and his neighbor Is not in 
need or is in need to a lesser degree. 

Year before last Oklahoma received some unfavorable 
publicity, which I greatly regretted. It grew out of the 
allegation that dead men were on the pension rolls in Okla­
homa. When investigation was held before the Social Se­
curity Board, members of the State board of Oklahoma ex­
plained that the reason the names of some who were dead 
were on the rolls was due to the fact that the case load in 
Oklahoma was so heavy that the social-security workers 
could not visit the pensioners sufficiently often to check the 
rolls. One social-security worker, a girl, perhaps-most of 
them are girls-had 1,000 old people whom she had to inter­
view. That was the average, we were told. The social-
security worker had to go to the homes, ascertain every­
thing possible as to the economic condition of the old people, 
and then report back to the State board, If she had to 
visit a thousand homes that would mean at least three or 
more pensioners a day from whom she would have to se­
cure all the necessary information. The statement was 
made that the case load was so heavy that she could make 
the rounds so infrequently that some of those on the pension 
roll had died since the list was last checked. That is a, rea­
sonable explanation of that condition. 

The point I am coming to is that the machinery of admnin­
istration under the present law Is so intricate and comn­
plicated that, in itself, it results in friction and will continue 
to result in friction, and it also adds to the cost of adminis­
tering the present law. Much of the money that is intended 
to go to the old people must, of necessity, be spent in ad­
ministration, In order to determine who should be on the 
rolls and who should not be on the rolls. 

The Senator from Wyoming [Mr. SCHWARTZ] asked a very 
proper and important question a while ago. He. asked if. 
under this proposal, every person 60 years of age would 
receive $40 a month. My reply is, "Yes; he-would"; and the 
universality of its application would meet with the approval 
of the people throughout the country. For example, Henry
Ford would receive a pension of $40 a month if it should be 
determined that he was not gainfully employed, but, with a
fartxdeuetoaiehemnyorhepmntf

doubt at rest. But the ill is all one or at least not greatly differentfartxdeuetoaiehemnyorhepmntf
the amount provided, Henry Ford would pay back in taxes 
much more than he would receive in pension, and he would 
pay it much more willingly when he realized that the plan 
was fairly administered and that Its simplicity argued in Its 
favor. 

Mr. SCHWARTZ. Mr. President-, Will the Senator yield?
LEE. I Yield.
SCHWARTZ. I wonder if the Senator has any infor­

mation as to the number of People over 60 who have private 
incomes whlich enable them to live according to good, Amer-
Ican standards of living? 

Mr. LEE. I do not have such information. I have only
the figures as to those who are considered to be gainfully 
employed, and, in round numbers, of 10,000,000 people 60 
years of age or over, 4,000,000 are gainfully employed or wre 
so considered. It is safe to say that only a small percentage 
of people 60 Years Of age and over have an income suMclent 
to sustain them. The percentage must, of necessity. be 
emaill because when we Consider the. people around Us, We 



8916 CONGRESSIONAL 
know that the number who are poor Is much greater than 
the number of those who are wealthy. Those who no longer 
have Jobs and who can depend entirely upon income from 
wealth naturally must constitute a small percentage. Flor 
that reason I am persuaded that the payment of old-age 
pensions, regardless of need, Is desirable, because many 
persons In the middle class who would receive $40 a month, 
even though they might be able to eke out an existence with-
out the $40, would have their purchasing power increased, 
and the money would find its way immediately back into the 
current of circulation, for they would spend It; they would 
buy things they want and need: and many who might be 
able to get along without it would put it back in circulation 
and thereby increase our national income and stimulate 
employment, 

The question is asked, "Why $40 per month? Why not 
$45, or why not $50, or why not $60, or why not $30?" I 
grant you that I have no magic method of determining 
exactly the right amount; but the Gallup poll which was 
published in the Washington Post of February 26, 1939. gave 
us the figure of $40 per month. After Dr. Gallup had taken 
a poll, the average pension which the people of the United 
States were willing to support was $40 per month. 

The question which was sent out by Dr. Gallup was, "Do 
you believe in old-age pensions?" The response to that 
question was, "Yes." 94 percent; "No," 6 percent. 

The next question was, "About how much pension per 
month do you believe should be paid?" The average of the 
answers to that question was $40. These figures are the 
average for all those who stated a fli-ure. The amounts 
varied in various sections. For example, Southern States 
had a low figure of $31; Western States had a high figure of 
$44; West Central States had a figure of $36; but the average 
was $40. 

This question then was asked, "Would you be willing to 
pay a sales tax or an income tax to pay these pensions?" 
The result of that questionnaire was, "Yes," 87 percent;
"No," 13 percent. 

Forty dollars per month Is not enough to discourage tak-
Ing out life-insurance policies. Forty dollars per month is 
not enough to destroy retirement plans of private compa-
nies. A pension of $40 per month would augment an income 
from the pension of a private company, or it would augment 
an annuity paid by a life-insurance company. I am per-
suaded that it would even encourage taking out such an-
nuitles, because it is very difficult for an average man in the 
middle class to pay for enough life insurance to give himn 
a large enough annuity to encourage him to lay aside the 
little he would be able to spare from his daily living; but 
when he realized that he would receive a pension of $40 
per month, he would know that whatever life insurance he 
might be able to pay for would simply augment his income 
to that amount, and I think the adoption of the amendment 
would encourage taking out life-insurance annuities. I be-
lieve it would further encourage the retirement plans of 
private companies and institutions and professions, 

Forty dollars per month is not enough to discourage say-
ing. It would encoufage saving. A person would have an 
Incentive to save. If he knew his income above 60 years 
would be only $40 per month, he would say, ",Well, if I can 
save a little I shall have more to spend. I can live in a little 
better condition than I could with only $40 per month." 

Again, the question is asked, "Why 60 years? Why not 65? 
Why not 70? Why not 50?"1 I cannot answer that ques-
tion. We have to arrive at some reasonable figure. Itmay 
be that the age ought to be lower than 60 years. because 
business discriminates against a man after he is 40 years of 
age. If you apply for a job after you Fire over 40 years of 
age you run squarely into the policy of companies which Will 
not employ workers above 40 Years of age. 

In this regard I wish to read again from the opinion which 
was written by Mr. Justice Cardozo, and which the Senator 
from Florida [Mr. MANDRws] quoted yesterdIay: 

In 1930. out of 224 Amierican factories Investigated. 71, or.animost 
one-third, had fixed maximuim hiring-age limilts; in 4 plants the 
limit, van under 40; In 4111 was under 48& In the Other 153 planr4 
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there were no fixed limits, but In practice few were hired if they 
were over 50 Years of age. 

As a man grows older, usually his responsibilities increase, 
his obligations Increase, and his possibility of earning de­
creases. Sixty years seem to be a fair and reasonable age, 
because I doubt if a man 60 years of age could secure em­
ployment in industry today unless he was a craftsman of un­
usual expertness, and his efficiency was not impaired because 
of his years. It might be possible then that he could secure 
employment for a few more years. The principle involved of 
paying an outright Federal pension is the important thing, 
not as to whether the age should be 60 or 65. 

Mr. President, I am going to ask for a yea-and-nay vote 
on this amendment. I have heard different persons giving 
lip service to the old people in very general terms and very 
general phrases. Now, let us see if that lip service was lip 
service only. Here is the vote. 

I support this old-age pension for economic reasons as well 
as for sentimental reasons, if you want to call them that, or 
emotional reasons, or humanitarian reasons. I support it 
for economic reasons. 

The amendment would decrease unemployment, first, by 
making room for more young men. As the amendment is 
drawn, the pension would be paid to those not gainfully 
employed. Many old persons who are working, but who are 
not really able to work, would surrender their employment 
under this plan, and that would make room for younger men 
and give them employment, and the old persons would still 
have incomes. 

Again, the amendment would decrease unemployment be­
cause it would tremendously increase purchasing power, and 
that increase in purchasing power would increase the demand 
for goods. The increased demand for goods would increase 
the demand for employment and thereby increase jobs. 

The amendment would force money into circulation and 
restore prosperity. 

Mr. VANDENBERG. Mr. President-
The PRESIDING OFFICER. Does the Senator from Okla­

homa yield to the Senator from Michigan? 
Mrt. LEE. I do. 
Mr. VANDENBERG. I desire to ask the Senator for one 

bit of information regarding his proposal. Has he submitted 
an estimate of Its cost? 

Mr. LEE. The nearest estimate I can arrive at is $2,­
990,000,oo0. 

Mr. VANDENBERG. In round numbers, $3,000,000,000? 
Mr. LEE. In round numbers, $3,000,000,000. The esti­

mate is based upon the census of 1930. and the estimate of 
old persons gainfully employed. 

Mr. VANDENBERG. How Is the Senator proposing that 
the money shall be raised? Is he suggesting some special 
tax in connection with it? 

Mr. LEE. I am not suggesting any tax In the amendment. 
I am prepared to vote for a tax, but the money would have 
to be raised In the same manner that money Is now being 
raised to pay pensions through the present law. 

Mr. VANDENBERG. But it cannot be raised, as the Sena­
tor knows, from income taxes to an extent equal to $4,000,­
000.000. We must find some other method of taxation, and 
I was wondering whether the Senator would approve the 
theory of the sales tax or the transactions tax in order to 
get the money. 

M.LE ilapoewaee a h iac on 
Mr.te rEpor as onel tprvhatethey reomen toe riaise this 

mterpotaonththyrco edtoaiehs 
money, and let me correct the Senator. Instead of $4,000.­
000,000, the estimated amount is $2,990,000,000, or, if the 
Senator likes, in round numbers, $3,000,000,000. The amount 
is large enough. Let us not make It larger than It actu­
ayI 

I am prepared to vote for a tax to raise this sum. In this 
particcular measure I am not offering or recommending a tax, 
but whenever the Finance Comm~ittee of the Senate or the 
Ways and Means Committee of the House shall report a 
measure proi~vding for a tax to raise the money to pay tbhes 
benefita, I am prepared to support, It and to vote fo OY t. 
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Mr. VANDENBERG. I happen to be a member of the 

Committee on Finance, and I happen to know some of the 
grave difficulties in finding available tax targets from which 
to get enough money to make it possible to come anywhere 
near Closing the existing fiscal gap in the Government's oper-
ations, and I was wondering whether the Senator had any 
suggestions to offer as to where this tax could be levied in 
order to Produce the $3,000,000,000. 

Mr. LEE. Of course, I have some opinions, which I shall 
be glad at the proper time to offer to the Committee on 
Finance. However, I feel that the Senator and the other 
members of the committee should, and will, at the proper 
time, if this amendment shall be agreed to, bring forward a 
tax, and whatever tax plan they bring forward, it is my in-
tention to support it, and I believe the people of this country 
will support it. I cannot swear by the Gallup poll, but it 
seems to hit a pretty good average in getting the opinions 
of the People; and in one of the questionnaires which Mr. 
Gallup has sent out, and which was published in the Wash-
ington Post on February 26, 1939, this question was asked: 

Would you be willing to pay a sales tax or an in~come tax to pay
these pensions?

Yes, 87 percent.
No. 13 percent. 
I believe that the people of this country are willing and 

ready to support the imposition of a tax for this purpose. 
I am not yet prepared to say that it should be a sales tax. 
I am not prepared to say it should be a tax raised all from one 
source. 

Mr. VANDENBERG. Of course, it would not be possible 
to get $3,000,000,000, or anything like it, from an income tax. 
It will be necessary to resort to some new tax method, and 
that is what induced me to ask the Senator the question. I 
feel as the Senator from Virginia stated he felt a few hours 
ago; much as I disagree at the moment with the philosophy 
of the transactions tax, under the Townsend plan, I think the 
proponents of that Plan are to be tremendously commended 
for their courage and their bravery in proposing the means 
with which to pay the bill which they propose to incur. I 
share every sentiment the Senator has uttered about the 
wisdom and desirability of old-age pensions, yet It seems to 
me it is a snare and a delusion to hold that mirage before 
the senior citizens of this country, except as it is balanced 
with a specific program for producing the money with which 
to pay the bill. 

Mr. LEE. Of course, that is very sound: but let us see 
about it. I stated that I was willing to vote for any tax 
the committee would present to this body to finance what I 
propose. The Senator from Michigan says he agrees with 
everything I propose. 

Mr. VANDENBERG. No: I say I agree-
Mr. LEE. With the sentiment. 
Mr. VANDENBERG. With the sentiment the Senator ut-

ters, and that it would be a splendid thing if what he 
proposes could be done. I am asking the Senator to show 
me how it can be done, in dollars and cents, 

Mr. LEE. Will the Senator then join me also in saying 
he will vote for any tax bill the Committee on Finance will 
present to this body for financing such a proposal? 

Mr. VANDENBERG. Certainly not, unless the tax bill is 
one which in its very nature does not stifle American Indus-
try and commerce, and does not make it Impossible for us 
to do anything except to live on a pension system sooner 
or later. That is the reason why I am interested in finding 
how the Senator wants us to raise the money, because I 
am keenly concerned in finding the practical means of 
doing it, and I am wondering whether the Senator has any 
suggestion. 

Mr. LEE. This is Just another case of hip service, but 
when it comes to voting the Senator says, "No, I will not 
vote for anything the committee brings out; I will not vote 
for a transactions tax;" and I suppose the Senator is ready 
to say he will not vote for a gross income tax. 

Mr. VANDENBERG. The Senator uses the phrase "Uip 
service"l with a great deal of freedom. let me say to the 
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Senator that I think it is lip service to propose these pen­
sions without proposing a way to raise the money. 

Mr. LEE. The Senator seems to favor an old-age pension, 
but he is not w~illing to say that he will propose a tax or 
vote for a tax to provide the money for paying It. I say I 
am willing to vote for any tax the Finance Committee will 
report for financing It. 

Mr. VANDENBERG. I do not think the Finance Comn­
mittee can find a tax with which to pay it, and I am asking 
the Senator where he would find it. 

Mr. LEE. If the Finance Committee is made up of mem­
bers of the same frame of mind as that of the Senator 
from Michigan, no doubt the Senate Finance Committee will 
never find one, or bring in a proposal, for financing such a 
humanitarian program. 

Mr. VANDENBERG. It takes more than a frame of mind 
to finance a tax. 

Mr. LEE. Yes; it takes courage. 
Mr. VANDEINBERG. And it takes resources. 
Mr. LEE. Does the Senator mean to tell me that In the 

richest Nation on the face of the earth we cannot get suf­
ficient money to take care of the men and women who made 
the wealth of this country? 

Mr. VANDENBERG. I mean to say to the Senator that 
for 7 years we have failed by $3,000,000,000 a year to find 
the money with which to pay our bills. 

Mr. LEE. Because the Finance Committee has not brought 
in a tax bill to accomplish that, and every time we offer a 
tax bill the Senator is one of the first to say, "Let us not 
stifle business." 

Mr. VANDENBERG. The Senator knows that is not ac­
curate if he is familiar with the RECORD. I have voted for 
every increased tax amendment proposed by the distinguished 
Senator from Wisconsin [Mr. LA~ FOLLETTE]. I have voted 
for every increased tax that has been proposed In the Senate 
for the purpose of paying the Government's bills, and I 
cannot do any more than that. 

Mr. LEE. But the Senator Is not willing to vote for a tax 
bill to raise the money with which to pay old-age pensions. 

Mr. VALNDENBERG. I cannot vote for a tax bill which 
the Senator will not present to me. I am trying to find out 
how he proposes to raise the money, what kind of a tax it is 
he wants. 

Mr. LEE. Tax proposals have been presented, but the 
Finance Committee have not reported thiem. The Townsend-
plan advccates proposed a transactions tax, a turn-over tax, 
a gross-income tax; they have all been presented, but I have 
not heard the Senator advocating any of them with which to 
finance this proposal. 

Mr. VANDENBERG. Is the Senator in favor of the trans­
actions tax? 

Mr. LEE. I am in favor of any tax the Finance Commit­
tee will report; and if they will report a tax to this body, I 
will support it. 

Mr. VANDENBERG. The Senator Is very careful to hide 
behind the Finance Committee before he makes his commit­
ment. Will the Senator support a transactions tax per se, 
himself? 

Mr. LEE. Certainly. 
Mr. VANDENBERG. That Is the exact answer I want; 

and if the Senator joins that with his proposal, I say he is 
on sound ground. 

Mr. LEE. Will the Senator vote for the amendment, then,? 
Mr. VANDENBERG. I will not. [Laughter.] But this is 

the first time in the course of the Senator's address that I 
have discovered precisely how he is willing to raise the money. 
which is what I have been trying to discover. 

Mr. LEE. I am willing to raise It in that way; Iam willing 
to raise it by a gross-income tax, I am willing to raise It by 
any tax the Finance Committee will report to this body, or 
the Ways and Means Committee will report to the other body. 
I think any tax ought to have the careful scrutiny of the 
committees. I think it ought to be gone over by experts. 

At first It was my intention to offer a tax measure along 
with the amendment I am now offering, but fnding that it 
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had not gone through the hot fires and the close scrutiny and 
the careful, fine-tooth combing of either one of the revenue 
committees, I did not present the measure, because I did not 
want merely to make an empty gesture. I will prove my
faith by my works at any time, but I am convinced that the 
Senator from Michigan is not willing to support any kind of 
a tax that will raise the money to pay the old people of this 
country $40 a month. I challenge him now to stand up and 
tell the Senate, in my time, whether he will support any kind 
of a tax, and if so, what kind? 

Air. VANDENBERG. I shall be very happy to tell the 
Senator. The first thing I want to find is a tax which will 
pay the existing $3,000,000,000 deficit of the Federal Govern-
ment. Thus far the Finance Committee, under the leader-
ship of the Senator's administration, has been unable to find 
such a tax, although I have. supported every increase pro-
posed. 

In my Judgment, if the existing spending tempo, without 
an increase of any nature, shall continue, there will be no 
recourse except a national sales tax, and much as I should 
regret to resort to that, I expect sooner or later to have to 
vote for some kind of a national sales tax, unless the spending
deficits decrease, 

After we have found a way to put the Public Treasury on a 
solvent basis, in the presence of its existing obligations--
which, in my judgment, cannot be ignored very much longer-
then, on the basis of what I anticipate will be the increased 
costs of this Nation, just so soon as we are on a sound fiscal 
basis nationally, with respect to the Government, I should be 
perfectly willing to expand the sales tax to pay whatever 
reasonably ought to be paid in behalf of the senior citizens, 
so-called, of this country. I am not prepared to give the 
Senator a bill of particulars, because I have not the slightest
Idea of what it will be. 

Mr. LEE. The Senator expected me to give a bill of par-
ticulars and answer definitely, which I did, but the Senator 
has not done so, and I will give him a chance now to say what 
tax will he vote for to pay the old people of this country $40 a 
month, 

Mr. VANDENBERG. I asked the Senator for a bill of 
particulars because he is Proposing a measure which would 
call for the expenditure of a vast sum. Whenever I pro-
pose that the Government expend money I will submit the 
method by which I think the Government should obtain 
the money. 

Mr. LEE. But the Senator wanted It to go into the 
RECORD that he agreed with the sentiments of the Senator 
from Oklahoma, which were for an old-age pension, but 
he is not ready to offer any proposal for paying the pensions,
and I am. 

Mr. VANDENBERG. I am glad the Senator finally has 
done so. 

Mr. REYNOLDS. Mr. President, will the Senator from 
Oklahoma yield? 

Mr. LEE. I yield. 
Mr. REYNOLDS. As the Senator knows, I am very much 

interested in providing for the elderly in this country, and 
I have a suggestion to make. I should like to know from 
the Senator how much it is going to cost annually to take 
care of the elderly people of this country, under the plan
proposed by him? 

Mr. LEE. As near as I can estimate, $2,990,000,000. 
Mr. RE`YNOLDS. I have a proposal to make which will 

take rare of those people for at least 6 years. The countries 
abroad, with whom we were allied during the World War, 
owe us $13,000,000,000. I am suggesting, and have hereto-
fore suggested, and have presented a resolution to that end, 
the appointment of an American gentleman to go abroad 
and rap on the doors of all those nations every day and 
ask them to pay us the money which they owe us. He 
might tell them that we want that money because we are 
nearly broke, and we want to look after the old people in 
this country, whom we love. If we can get those "chiselers" to 
Pay the taxpayers of this Country the $13,000,000,000 they 
owe us, then we can take care of our old folks, at least for 
6 years. 

RECORD-SENATE JULY 12 
Mr. LEE. I appreciate that statement from the Senator, 

and I imagine at he and I will both be waiting a long
time, anrd the C rs will be waiting a long time if we have 
to wait for eit~e the Senator from Michigan to advocate a 
tax plan whic will finance this proposal, or for foreign gov­
ernments to pay the debt which the able Senator from 
North Carolina is interested in collecting. I may say that I 
share his feeling in the matter. I wish we could collect the 
debt. But I have never been one who continues to follow a 
vain hope.- I am ready and willing now to vote, and will vote 
today for a tax measure which the proper fiscal committee of 
either House is willing to recommend which will pay for this 
proposal. I will vote for a tax measure, if the committee will 
report it, which will enable $40 a month to be paid to the 
old people. I should like to hear the Senator from Michigan 
say as much. Yes; there is lip service to the old people.
Yes: they are told how they built this country. They are 
told how their dear trembling old fingers have erected monu­
ments in America, but when we come to the vote, where are 
those who tell them that? We Just cannot get the money 
to do It. 

In a campaign it Is very easy to say, "I am for a reason­
able old-age pension." And there is another good statement 
behind which lip-service pension advocates can hide: "I1 am. 
for an adequate old-age pension which can be raised In a 
reasonable manner without stifling business." There is 
plenty of cover there to hide anyone.

Yes, Mr. President; I am for an old-age pension, and I am 
offering an amendment which would provide a pension of 
$40 a month. Forty dollars a month would make the old 
people very happy, and it would keep many of them from 
misery. 

We no longer send old people to the poorhouse, We make 
them take a pauper's oath for a pauper's pension. We have 
just voted to adopt an amendment to Increase the amount of 
the pension. I voted for it, and I approve It. I commend 
the present administration for being the only administration 
wl-ich has ever considered the old folks in legislation so far 
as an old-age pension is concerned. I am for that, and I 
think we ought to refine and improve the pension legisla­
tion. The way to improve it is to separate the Federal old-
age pension from the State pension, and not make fish of 
one citizen and fowl of another. We pay one citizen $6.15,
and another citizen, under exactly the same circumstances. 
across an imaginary line, not 100 yards away, $19.94. 

Mr. CLARK of Idaho. Mr. President-
The PRESIDING OFFICER (Mr. BiLBo In the chair).

Does the Senator from Oklahoma yield to the Senator from 
Idaho? 

Mr. LEE. I yield. 
Mr. CLARK of Idaho. Is it fair to say that what the 

Senator from Oklahoma means Is that today we pay the 
old folks a pension not to live on but to die on? 

Mr. LEE. I imagine that pretty well covers it,
The average amount paid in Oklahoma is $19.94. That 

means, as was shown in the hearings here, that some old 
people there receive $1.36; perhaps some receive less than 
that. 

Mr. CHAVEZ. Mr. President, will the Senator yield?

Mr. LEE. I yield..

Mr. CHAVEZ. When the Senator from Oklahoma says
 

that some States pay as much as $6 he Is too liberal. I have 
right now on my desk many letters from persons in my
State who say they receive as low as $2.82. I do not know 
which would be the better, to go to the poorhouse or to 
receive only $2.82. 

Mr. LEE. Mrt. President, I have always felt that the poor­
house is a disgrace and a shame. Of course, the poorhouse
wa4 developed and came into being, I supposed, as an act of 
mercy. People decided that instead of letting old people
die on the street they would have a county farm or a county
poorhouse, and those who were not able to take care of 
their mothers and fathers, or were not charitable enough to 
take care of them, sent them "over the hill to the'-poor­
house,' where most of them died of a broken heart instead 
of old age, There Is not a great deal of difference In that 
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and forcing our fathers and mothers to say by affildavit,
and to prove, "I do not have a cent in the world. I do not 
have a thing in the world on which to live. I must take the 
pauper's oath in order to get $6.16 a month." Of course, it 
is the intention of the administration that the procedure
shall be kindlier, and I suppose it Is. I voted for the im-
provement In the law relating to that matter. I shall vote 
for every amendment which will Improve the law and pro-
vide a better and a more adequate old-age pension for old 
people, 

Mr. President. I did not build any of the great buildings
In the United States. I did not build any of the great
industries. Not many other Senators did. In the years we 
have lived we may have contributed to creating the wealth 
in America. The economists estimate the assessed wealth 
in the United States at $450.O00,000,000. I suppose I have 
contributed very little of that; and persons younger than I 

havecontibutdstll lss.amendment
Mr. President, who erected these buildings? Who built 

America? Who cut down the timber and cleared the land? 
Who broke the sod? The old people in this country made 
this country the great Nation it is today. They have served; 
they have worked; they have toiled; they have foregone
pleasures; they have foregone necessities. 

The first time I remember gazing on western Oklahoma I 
was looking out of the back end of a covered wagon. That 
little hole where the wagon sheets come together was just
big enough for my head. There was an old hound dog trot-
ting under the coupling pole, and the wagon tongue was 
pointing west. Father drove the wagon. We were driving
from Pauls Valley, Indian Temrtory, to a new strip in 
western Oklahoma. We drove there, and we dug a hole ini 
the ground and we lived in it. I saw other settlers come, 
I saw them pick up sod as the sod plow turned it over. I 
saw them lay it in long strips, one layer on top of another, 
until they built what we called sod shanties. Then I saw 
them break out a little strip of land. They would haul 
water in times of drought. Then they would dig down to 
get "gyp" water. We lived out there as best we could. 

Mr. President, I think we never would have settled western 
Oklahoma If it had not been for prairie dogs. We did not 
eat the prairie dogs-at least I do not think we did-but 
the prairie dogs destroyed the crops, and at Hobart, the 
county seat of Kiowa County, they offered a bounty for every
prairie dog we would kill and take in to the county seat. 
At Cordell, the county seat of Washita County, a bounty was 
offered for every prairie dog we killed and took to the county 
seat. 

Mr. President, every westerner Is a good shot, and the dogs
accumulated faster than they could be taken care of. 
Finally, the county authorities said, "Do not bring the whole 
dog. Just bring in his head or his tail, or some part of 
him to show you killed him." That was done at Hobart, and 
it was also done at Cordell in Washita County. We soon 
got onto that. We took the tails to Kiowa County and the 
heads to Washita County, and we settled western Oklahoma 
on heads and tails. [Laughter.] 

The old pioneers developed that country. Later I went 
back and I saw the fields of alfalfa growing there. Then I 
have seen the hot winds sweep over that country and blight 
the crops. 

Not long ago I was In western. Oklahoma. I attended a 
meeting where there were many old-age pensioners. There 
I saw some of the men whcm I had known years ago when 
they were Young, when their muscles were hard and strong,
when their eyes were quick and clear. There they were 
in a mass meeting, begging for enough money to live on 
until the Grim Reaper should take them away. There they 
were, silver-crowned mothers; there they were, the first 
citizens of Oklahoma, gray-bearded fathers who had made 
Oklahoma one of the great empires of the Nation. They
had toiled; they had worked; they had labored; they had 
hoped, and they had nothing to live on until they died. 
They were asking for a pension as dividends for services 
already rendered. 

RECORD-SENATE 
Mr. President, I say It is not charity. It Is not a gift.

It is a delayed annuity. It Is dividends on labor already 
accomplished. 

Our Government is already committed to such a policy.
We have passed a law called the wage-hour law which limits 
the number of hours that people may work. Why? Be­
cause we have more workers than we have jobs. Therefore 
we are cutting down on the hours. Then it Is sensible to 
cut off employment at both ends. We have an N. Y. A. 
program, a youth program which gives employment to young
people and takes them out of cempetitlon with regular wage 
earners. Then why not offer some inducement and some 
incentive to the old people to surrender jobs which they 
are no longer able to perform, and make more room at the 
top as well as at the bottom of the scale, thereby increasing 
employment? 

We are already committed to a limitation on hours. My 
would simply further that program by cutting

off employment at the top, or at the bottom, whichever 
way one looks at it, and making more jobs available for 
young people, paying to the old people a delayed accumula­
tion of their dividends from the wealth of America, which 
they have helped to create and accumulate. 

It may be said, "But that is a compulsory insurance pollcy." 
That is exactly what it is; and the Government has a 

precedent for it. During the war we passed the War Risk 
Insurance Act, under which the Governiment said to every
mother's son who went to war, "You must take out an in­
surance policy. We win take the premiums out of your sol­
dier's pay. We will Insure you." My proposal is that the 
Government, through whatever tax program Conigress deems 
advisable, raise the money from those who are able to pay, 
at a time in their lives when they are earning enough to pay 
a part of the premium and store up for themselves an annuity 
to be paid in their old age. That is what the proposal 
amounts to. It is an old-age annuity, to begin at the age
of 60, and pay $40 a month as long as the beneficiary lives. 

Mr. President, I ask for the yeas and nays on this question.
Let us show by our votes whether we are rendering only Up 
service, or whether we are willing to face the music and go 
on record for an old-age pension.

he yeas and naysTr rsdn, s wro rdrd
 
eyasndaswreoee.
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AMENDMENT OF SOCIAL SECURITY ACT 
The enat reumedtheconsderaionof te bll ( RTheSeat reumdhe onidratonofthebil H. R 

6635) to amend the Social Security Act, and for other 

TupoesP SIIGOFC .Th qusinsonte 

Thenm t offeredIN by th R e Oaoma
Senatorofrom [Mr.

amenmen heoffredby,enaor fom klahma Mr. 
Mrz.LE Isugsteabecofaqoubillion"? 
The PRES IDN OFFICtteR Thenecle qurkuilcalte. ol

The RESDINGOFFCER.Theclek wil cll te rll. 
The legislative clerk call'id the roll, and the following 

Senators answered to theirm ames: 
Adams Downey
A 'tin Ellender 
Barbour Frazier 
Barkley George 
Bilbo, Gerry
Bone Gibson 
Borab Green 
Bridges Gulley
Bulow Gurney
Burke Hale 
Byrd Harrison 
Capper Hatch 
Chavez Hayden 
Clark. Idaho Herring 
Clark. Mo. Hill 
Connally Holman 
Danaher Hughes 

Davis Johnson. Calif. 

Donahsey Johnson, Colo. 


The PRESIDING OFFICER 

King Schwellenbach 
La rollette Sheppard
Lee shipstead 
Lodge Slattery, 
Lucas Smith 
Lundeen Taftcotwlbe$,0.0.0,adttagrs-nmeaxf1
Maloney Thomas, Okla. percent or a transaction tax of 1 percent, if the estimates 
Mead Thomas, Utah furnished in the hearings of the House are correct, would pay
Minton Tobey
Neely Townsend that amount. 
Norris Vandenberg Mr. HARRISON. I ask permission to insert In the RECORD 
Nye Van Nuys at !'i point a table giving the actual and estimated number 
O'Mahoney Wagnerofpsosae60adoeanagd5adovrcmad 
Overton Walshofprosae60adoranagd5adovrcmrd 
Pittman Wheeler to total population, 1860-1980. These estimates were made 
Radcliffe WhitebytePeietsCmieeo Ecn icSury.A 

the chair). Seventy-four Senators have answered to their 
names. A quorum is present. 

The question is on agreeing to the amendment offered by 
the Senator from Oklahoma [Mr. LEE]. The yeas and nlays 
have been ordered, and the clerk will call the roll. 

Mr. HARRISON. Mr. President, I understand the yeas
and nays have been ordered on this amendment. 

The PRESIDING OFFICER. That Is correct.Nme 
Mr. HARRISON. I merely wish to make the statement 

that representatives of the Social Security Board Inform me 
that the amendment, if adopted, would cost approximately

$5,0000.00te er totst.1890$5000000ah e~ote.1900 

Mr. LEE. Mr. President, will the Senator yield?


Mr HRRSO.I-ied.1 
Mr HRRSO. Yel.1930

Mr. LEE. Will the Senator give us the figures upon which
hebsshsetmt?1950hebse9iset0ae 

Mr. HARRISON. The Senator gave figures which were 
based upon the census for 1930. 

Mr. LEE. Have we had any census since that time? 
Mr. HARRISON. The figures which I have given are based 

on the latest obtainable figures from the Social Security 
Board. The Senator will realize that over a period of 
9 years there has been a large Increase in the number of 
persons In the United States over 60 years of age. 

Mr. LEE. There has been no official census, though, since 
1930. 

Mr. HARRISON. No; there has been no offiial. census 
since then. 

Mr. LEE. The estimate of the Bureau of the Census places 
the figure on July 1938 at 12,450,000. 

Mr. HARRISON. I may say to the Senator that I1desired 
to call attention before the vote is taken to the fact that the 
figures given by me are the latest that could be procured by 
the Social Security Board. The Board states that the Lee 
amendment would probably cost about $5,000,000,000 a year 
at the very outset, and the sumn would increase in future 
years, due to the Increase in the number of the aged, 

The figures as given in the committee report and as fur-
nished by the Advisory Council on Social Security show that 
of persons 65 years of age and over, there are now in the 
United States about 8,200,000, and that in 1980 there will be 
22,000,000 such persons. It is perhaps a peculiar thing, but 
the number of old people increases proportionately greater 
than the number of the young people. So the Board states 
there will be in 1940 over 13,000.000 persons aged 60 and over, 
About 4,500,000 of this number are estimated to be gainfully'
employed, but a large percentage of these persons earn less 
than $480 per year and would be encouraged to withdraw from 

Reynolds Wiley 
Russell 
Schwartz 

(Mr. JoHesoNq of Colorado In 
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gainful employment to accept the pension proposed by the 
Senator from Oklahoma. It is reasonable to assume, there-
ore. that 10,000,000 persons could qualify for pensions in thefirst year at a cost of $4,800,000,000. Since the number of 

persons aged 60 and over will double within the next 40 

years, such a pension will eventually cost the Federal Gov­
ermient a minimum of $10,000,000,000 a year.

Mr. BARKLEY. Did the Senator say "ten million" or "ten 

Mr. HARRISON. I said "1$10,000,000,000 a year."
Mr. LEE. Aft. President, will the Senator yield?
Mr. HARRISON. Yes. 
Mr. LEE. First, I cannot accept those figures. They are 

based on estimates, and I feel that they do not come from a 
sympathetic source. Then, I wish to state that, according to 
the only official figures I can obtain. in round numbers, the 
cs ilb 3000000 rdta rs-noetxo 

indicthedPeidnthetale themfigures for 1860nomi 190,iclusiveA
idctdi h altefgrsfr16 o13.icuie 
are actual; those for 1940-80 are estimates. 

There being no objection, the. table was ordered to be 
printed in the RECORD, as follows: 
Actual and estimated number of persona aged 60 and over ansd 

aged 65 and over, compared to total population, 1860-1980 
-______ 

Ppltoaedove Puatin ove ed 
Totsaol adoe adoe 

yea mber- renan 
eoa Number Percent 

IBM0---------------- 381,443,000 1,348,000 4.29 849,000 170
1810 -------------- 8, W.000 1,933(000 8.01 1.154i.000 9

1880 ------------------ s oo OOD 1,721,000150,O 82877.( 64 8.44 
------- ------------ 62,622,000D 3,882,000 & 20 2,424,000 8.87 -------- --------- 75,995,000 4.8W,.000 6.42 8,089,000 4.06 

1910 --------- 91,972,000 6,225,000 6,77 3,958,000 4.30 
-2---------------1305,711.000 7, 92.000 7.49 4,910,0O0 4.67 

---------.--.--- 121,775, 000 10, 382000 8.40 6, 64,000 6.40 
1940--- 132, W00,000 13.251,000 10.04 8,311.000 6.30 

----------------- 141,81,00000 18,90m 000 11.99 10,863,000 7.70
148,000,000 IC,108000 13.81 13.590,000 9.31 

1970---- 149,00, ooo022, 085,000 Is.22 ios,000OO l 10.1 
1980---------- 150,000,000 25%408 000 16.94 16, 990,000 IL 33 

IFigures for i800-1930, inclusive, are actual; 1910-80 figures ame estimates of the 
President's Commnittte on Economic Security, 1935 

Mr. HARRISON. M~r. President, I am opposed to the 
amendment, and I hope the Senate will vote It down. 

SEVERAL SENATORS. Vote! Votel 
The PRESIDING OFFICER. The question is on agreeing 

to the amendment offered by the Senator from Oklahoma 
[Mr. LEE], on which the yeas and nays have been ordered. 
The clerk will call the roll. 

The legislative clerk proceeded to call the roll. 
Mr. HALE (when his name was called). I have a general 

pair with the junior Senator from South Carolina [Mr. 
BYlinEs]. I understand that, were he present, he would vote 
as I Intend to vote. I therefore am at liberty to vote, and 
vote "'nay." 

Mr. HOLMAN (when his name was called). I have a gen­
eral pair with the distinguished Senator from Tennessee [Mr. 
STEWART], who has been called away to attend the funeral of 
the late Representative McReynolds of Tennessee. I do 
not know how the Senator from Tennessee would vote, if 
present. If I were permitted to vote, I should vote "nay." 

Mr. SHIPSTEAD (when his name was called). I have a 
pair with the senior Senator from Virginia [Mr. GLASS]. 1 

am informed that if present he would vote as I intend to vote. 
I am therefore free to vote, and vote "nay." 

Mr. TOWNSEND (when his name was called). I have a 
general pair with the senior Senator from Tennessee [Mr. 
McKELLARJ. Not knowing how he would vote, I withhold mY 
vote. 

7b. roll catl was concluded. 
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Mr. HARRISON (after having voted in the negative). I 

transfer my general pair with the Senator fromn Oregon 
[Mr. McNARlY] to the senior Senator from North Carolina 
[Mr. BAILEY] and allow my vote to stand. 

Mr. DAVIS (after having voted In the negative). I have 
a general pair with the junior Senator from Kentucky [Mr. 
LOGAN]. Not knowing how he would vote if present. I with­
draw my vote. 

Mr. CMITON. I announce that the Senator from North 
Carolina [Mr. BAILEY], the Senator from South Carolina 
[Mr. BYRNES], the Senator from Virginia [Mr. GLASS], anld 
the Senator from Maryland [Mr. TYDINGS] are detained on 

RECORD-SENATE 

AMNMN OF SOCLAx. SECURIT' ACT 
The Senate resumed the consideration of the bill (H. R. 

6635) to amend the Social Security Act. and for other 
important public business. I am informed that if presentpuos.
 
and voting, these Senators would vote "nay." Mr. LA FOLLETTE. Mr. President, I offer the amend-


The Senator from Iowa [Mr. GILLETTE] and the Senator ment which I send to the desk and ask to have stated. 
from Montana [Mr. MURRAY] have been called to Govern- The PRESIDING OFFICER. The amendment will be 
ment departments and are unable to be present for the stated. 
vote. The CHIEF CLERK. On page 59. between lines 5 and 6. it 

The Senators from Tennessee [Mr. MCKELLAR and Mr.isposetoierthflownnwsueco: 
STEWART], the Senator from Arkansas [Mr. MILLER], and 
the Senator from Missouri [Mr. TRUMAN] are members of 
the committee to attend the funeral of the late Representa-
tive McReynolds, and are, therefore, necessarily absent. 

The Senator from Alabama [Mr. BANxHEAD], the Sena-
tar from Michigan [Mr. BROWN], the Senator from Arkansas 
[Mrs. CARAWAY], the Senator from West Virginia [Mr. 
HaLT], the Senator from Kentucky [Mr. LOGAN], and the 
Senator from Nevada [Mr. MCCARRAN] are detained on 
important public business, 

The Senator from Florida [Mr. ANDREWS] Is attending a 
meeting of the Committee on the Judiciary. 

The Senator from Florida [Mr. PEPPER] Is absent on 
official business. He has a pair with the Senator from 
Maryland [Mr. TYDINGS]. I am Informed that if present 
and voting, the Senator from Florida would vote "yea," and 
the Senator from Maryland would vote "nay." 

The Senator from Arizona [Mr. AsHURST] and the Sena-
tar from New Jersey [Mr. SMATNERS] are detained from the 
Senate because of illness in their families. 

Mr. AUSTIN. I announce that the Senator from Kansas 
[Mr. REED] Is detained an official business. He has a gen-
eral pair with the Senator from Missouri [Mr. TRUMAN].

-The result was announced-yeas 16, nays 55, as follows: 
YEAS-16amendment, 

BloDney LeeASS-16t 
Borah Downey Lundeen 
Chavez Ellender Minton 
Clark. Idaho Frazier O'Mahoney 

NAYS-55 
Adams Gerry King
Austin Gibson La Follette 
Barbour Green Lodge
Barkley Guftey Lucas 
Bone Gurney Maloney
Bridges Hale Mead 
Bulow Harrison Neely
Burke Hatch Norris 
Byrd Hayden Nye
Capper Herring Overton 
Clark. MO. Hill Pittnman 
Connally Hughes Radcliffe 
Danaher Johnson. Calif. Reynolds
George Johnson. Gala. Russell 

NOT VOTING-25 
Andrews Davis 

Arsurst Gillette 
Bailey Glass 
Bankhead Holiman 
Brown Holt 
Caraway Mcoarra 

Carawaythe 
So Mr. LEE'S amendment 

McKellar 
McNary
Miller 
Murray
Pepper 
Rmthr 

was rejected. 

Schwellenbach 
Thomas. Okla. 
Wheeler 

Sheppard
Shipstead
Slatterya
Smith 
Taft 
Thomas. Utahi 
Tobey
Vandenberg
Van Nuys
Wagner
Walsh 
w 
Wileythore.TiIsacrfynamdetinoncin 

Stewart 
Townsend 
TrumanMrHARSN 
TYugMrHARSN 

is prpSedtion acinsertotuhe floing amndewdsbysetriiongu 
(c)0,00 n of sluc cthrois1mededby0tikig0.iinecttong51a 

1O0aniseiginluthro*.50O.
Mr. L.A FOLLETTE. Mr. Pres'dent. a brief explanation. 
When the Finance Committee adopted the amendments 

Increasing the authorizations for work for the promotion of 
maternal and child health, through an inadvertence the fact 
was overlooked that in the House bill Puerto Rico had been 
designated as a State. The only effect of this amendment 
is to provide $10,000 far Puerto Rico In conformity with the 
action of the House in describing Puerto Rico as a State 
under the provisions of these titles of the Social Security 
Act. 

In view of the action taken by the Senate on yesterday. 
I feel sure that there will be no objection to the amendment. 

Mr. HARRISON. Mr. President, it was thought that this 
provision was carried In the bill; but, as stated by the Senator 
from Wisconsin, It was Inadvertently omit'ted. I can see no 
objection to the amendment. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Wisconsin 
[Mr. LA FOLLETTE]. 

The amendment was agreed to. 
Mr. LA FOLLETTE. Mr. President. I cffer another 

which I send to the desk and ask to have stated. 
The PRESIDING OFFICER. The amendment will be 

stated. 
The CHIEF CLERK. At the end of the bill It Is proposed to 

Insert the following new section: 
SEC. 908. All functions of the Social Security Board shall be ad­

ministered by the Social Security Board undcr the direction and 
supervision of the Federal Security Administrator. 

Mr. LA FOLLETTE. Mr. President. a brief word of expla­
nation in regard to this amendment. 

When the reorganization order was drawn the language
affecting the Social Security Board-through, I am certain. 
an inadvertence or an oversighlt-was dlifferent than that 
relating to the other agencies which were consolidated under
h re. hsi caiyn aedetincneto 

with the amendments to the Social Security Act, and will 
make the phraseology of the order in that respect conform 
to governing all the other agencies which were thus consoll­
dated into the agency created by the reorganization order.

MrPrsdnIhpteam det 
MrPrsdnIhpteamdet

will be agreed to. It rcmoves some abiguities which are in. 
the law that we Passed regarding reorganization and places

Social Security Board on the same basis as the public 
Health Service and others that were reorganized. 

The PRESIDING OFFCER. The question is on agreeing 
to the amendment offered by the Senator from Wisconsin 
[Mr. IA FoLiEx1rx. 

The amendment was agreed to. 
Mr. BILBO. Mr. President, I send to the desk Senate bill 

750. the text of Which I offer as an amendment to the pend­
lng measure. 
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The PRESIDING OFFICER. The amendment offered by 

the Senator from Mississippi will be stated. 
The CHIEF CLEMI. It is proposed to insert, at the proper 

place in the bill, the following: 
Trhat, effective January 1. 1940. clause (7) of section 2 (a) of 
teSocial Security Act is amended to read as follows:udvsnt7) prvd ht 1teSaeo n fispltclsbiiin 

collects from the estate of any recipient of old-age assistance any
amount with respect to old-age assistance furnished him under
the plan, the net amount so collected shall be prorated between 
the United States and the State in the proportion that the amount 
the United States contributcd to such old-age assistance during
the year next preceding the year such net amount was collected 
bears to the amount the state contributed during such year and 
the amount due the United States shall be promptly paid to the 
United States. Any payment so madle shall be deposited In the 
Tr~easury to the credit of the appropriation for the purposes of 
this title." 

Sac. 2. Effective January 1. 1940. section 3 (a) of such act Is 
amended to read as follows: 

"(a) From the sums appropriated therefor. the Secretary of the 
ftreasury shall pay to each State which has an approved plan for 

old-age assistance, for each quarter, beginning with the quarter
commencing January 1, 1940. (1) an amount, which shall be used 
exclusively as old-age assistance, of *30 per month, with respect to 
each aged needy Individual who, at the time of such expenditure.
Is 65 years of age or older, and is not an inmate of a public Insti­
tution, and (2). 5 percent of such amount, which shall be used 
for paying the costs of administering the State plan or for old-age 
assistance, or both, and for no other purpose: Provided, That no 
amount for old-age assistance shaUl be paid by the Secretary of the 
fTreasury to any State which shaUl contribute for old-age assistance 
during any quarter an amount smaller than the amount con-
tributed by the State during- the quarter beginning January 1. 
1939. Any Individual entitled to Federal old-age benefits under 
title 3II of this act may elect to receive In lieu thereof old-a~ge
assistance under the State plan for old-age assistance as provided
In title I of this actsost 

Mr. BILBO. Mr. President, there are two divisions of this 
ammerelynallwho 

Thefirtdviionmerlyprovides thatal amounts recov-
ered from the estates of deceased recipients of old-age 
assistance shall be divided in proportion to the amounts 
contribute bthSttanbyteFdrlGvnm t. 
The present law provides that the amounts so recovered shall 

tatbe eenl diidedbeteenthe an theFedralwill make more promises in the next convention of the Re­
beovernlyntdvddbte teSaeadteFerl 

The second division of the amendment merely provides for 
the substitution of a pension of $30 per month to those who 
are eligible under the present set-up, 

There is quite a difference between the amendment offered 
by the Senator from Oklahoma [Mr. LEE] and the one I am 
offering. He proposed to give $40 per month to all old per-
sons 60 years of age or over unless they were self-sustaining;
and, as he himself admitted, over $3,000,000,000 would be 
required to pay the pensions. My amendment is based upon 
the enrollments shown by the records of the Social Security,
Board. Under the amendment I have offered the cost to 
the Flederal Government will be about $400,000,0001 more 
than the present appropriation, or about $550,000,000 or 
$600,000,000 altogether. 

Mr. President, this is not a raid on the Trauy Thi i 
an obligation which the United States Governmnent owes to 
the old and needy people of the country 65 years of age or 
older. I disagree with some of the Senators who have ex-
pressed themselves on this legislation. Some Inis that 
*the obligation Is a local one, a State obligation. Others 
Insist that it Is a dual obligation. Personally, I think old-
age assistance is a Federal obligation which should be met 
by the Government doing business In the city of Washington, 

Pensions to soldiers are paid by the ]Federal Government. 
This is a pension, not for soldiers of war but for soldiers of 
peace. They have fought the battles of the country In 
times of peace as well as those who fought its battles in time 
of war. As the Senator from Florida [Mr. AxDszwsl an-
nounced on yesterday, and again today, the Supreme Court 
of the United States by a practically unanimous decision 
has held that this is a Federal obligation which should be 
met by the United States Government. 

You have heard a great deal about the Townsend plan,
and the great demand on the part of many persons for the 
enactment of the Townsend plan, I want to warn you that 
If the Senate does not do something that is decent In pro-. 
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viding pensions for the old people of the country who are 
In need, sooner or later you will get the Townsend plan 
whether you like it or not. 

My goal for a pension is $60 per month. My amendment 
provides that the Flederal Government shall put up $30 per
month; and I safeguard the amount of money which theStates are now contributing to old-age pensions by pro­
vdn nteaedetta oSaesalb emte
vdn nteaedetta oSaesalb emte 
to desert the field that It has already undertaken, because 
my amendment requires that the States shall continue to 
appropriate as much as and never less than they are now 
appropriating for old-age pensions. In other words. If this 
amendment should be agreed to, the old people of the United 
States who are now eligible and on the rolls and certified as 
needy would receive $30. plus what the States throughout 
the United States, are now appropriating.

For instance, in my State, where the payments are the 
lowest in the Union, the State appropriates a little over $3 
per capita. That is the average. If this amendment should 
be agreed to the old people in Mississippi would receive $33 
a month. 

In the great State of California, where the old peop~le are 
receiving $32. the State government of California putting up
today the difference between $32 and $15. or $17, under my
amendment the people of California would receive $30 plus
the $17. So all that is necessary in order to find out what 
the people of a State would receive is to find out what the 
legislature is appropriating.

I do not think the amount I have suggested Is excessive,
Iko hr sagoigdmn o nices ntepn
sIoknsow ther old pepl ofin counry and thereas arte penougg thisn 

h odpol ftiscuty n teeaeeog 
old people, with their friends and their relatives, and others 

honestly believe in old-age pensions, to hold the bal­
ance of power in the coming election. If we, the party in 
power, are not willing to do what they want, they are going 
to try some other party which will, and when It comes to 
making promises, my colleagues know how wonderfully suc­
cessful the Republican Party has been in the past. They 

publican Party than the Democrats will make, and even if we 

should make better promises and more promises, we would 
not be believed. because we are on the job, we have the 
majority, we have the administration, we can pass a bill, and 
if we refuse to do so no one will believe our promiss 

Mr. KING. Mr. President, will the Senator permit me to 
ask a question for information? 

Mr. BMWB. Certainly. 
Mr. KING. I desire to be sure that I properly interpret 

the amendment which the Senator has offered. As I read 
and interpret it, it means that if Mississippi, for instance, 
should put up $3 per capita for all those receiving old-age 
pensions, then the Federal Government would have to put 
up $30­

Mr. BILBO. Yes. 
Mr. KING. And if Mississippi put up $10, then the Fed­

eral Government would still put up $30? 
Mr. BILBO. Yes. 
Mr. KING. And if California put up $35, the Federal Oov­

ernment would have to put up $30? 
Mr. BILBO. Yes. 
Mr. ]KING. That Is the proper interpretation? 
Mr. BILBO. That is the proper Interpretation. That is 

what I intended by the amendment. 
Mr. KING. I may say that I am very much opposed to it. 
Mr. BIIBO. So far as the generosity and liberality of 

the State is concerned, the sky Is the limit. But each and 
every aged person who has been certified as eligible for old-
age assistance, no matter In which State he may live, would 
receive $30 from the Federal Government In Washington. 

Mr. President, I have not much patience with some who 
are economical. especially when It comes to appropriations
for the welfare of the suffering citizens of this country. 
was rather astounded, Indeed, I was rather amused, by the 
most wonderful speech made this morning by the distin­
guished junior Senator from Virginia In the interest of bal­
ancling the Budgret-whatever that means-and of economy. 

I 
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The thing which surprised me about the speech was that he 
was so late in making such a good speech, because during
this session of Congress we have appropriated nearly $10.-
000,000,000, and when the time comes to take up the cause 
of the old men and women of this country who are suffering
because of want, and poverty, and need, the distinguished
Senator proposes to "take it out" on the old folks, when we 
have been voting day after day, not millions, not hundreds 
of millions, but billions for the Army and the Navy and 
every other purpose on earth. If we are to economize any-
where, God forbid that we should economize at the expense
of the old people, who cannot help themselves, and who need 
and deserve the dicharge of this just obligation from their 
Government. 

A remark was made on the floor this morning to the effect 
that this obligation should be met by the States and could 
be better met by the States, and should not be a Federal 
obligation, because the States are able to take care of the 
obligation, If we examine the statistics, we find that the 
per capita income In 30 of the 48 States is below the national 
income per capita. Flour hundred and thirty-two dollars is 
the Per capita income from the national standpoint, the in-
come over the whole Nation, yet there are 30 States whose 
Per capita income is lower than $432. 

I do not like to admit it but my State stands at the bot- 
tom, with a per capita income of only $170. Yet the State 
of Mississippi, writh a per capita income of $170, against $900 
in some other States, is expected to be able to appropriate
$15 a month in order that we may get our share of the 
money being offered by the Federal Government for the 
benefit of the old people of the country. 

I confess, frankly, that my State is not able to make the 
contribution. Yet the old people of my State are as much 
entitled to this Federal bounty or Flederal appropriation as 
an old man or an old woman in Massachusetts or California 
is entitled to it. We pay taxes. It is not our fault that 
we are poor. It is not our fault that our per capita income 
is so low. For the last 50 years we have been the victims

of plices f goernent of ule reglatonsandan an 
laws which are responsible for the condition of my people.

It is not that this country Is poor. This is the richest 
country on earth. We have more resources; we have more 
wealth and more power than any other nation on eartli. 
Yet it is said that we cannot pay a pitiful $30 a month to the 
needy old people of this Republic. 

We are not consistent. Consider the 300,000 enrollees of 
the C. C. C. I wish to say that I think that agency of the 
Government Is doing some of the best work being performed 
by the New Deal for the youth of this country, but Senators 
are willing to vote $73 a month for the 300,000 boys in the 
C. C. C. Consider the relief rolls. Senators are willing to 
vote $61 a month to every man and woman in the country
on the relief rolls. Yet they hesitate to vote $30 a month 
for the old people of this country, 

Why not be fair? Do not my colleagues know that the 
old men and women have given their lives for the welfare of 
this country, that they have lost their earning capacity, that 
they are no longer wanted anywhere, so far as jobs are con-
cerned, and have only a few more years to spend on earth? 
Is it not much better to give them at least $30 than to spend 
$73 on the young of the country? There is more humanity
in it. I would not discount the splendid work the C. C. C. 
is doing. I should like to see that organization made perma-
nent. The only regret I have about it is that we have not 
encouraged military training. I think we are losing a splen-
did opportunity to give these boys proper training and disci-
pline by enforcing military regulations, 

I repeat, Mr. President, this is not a billion-dollar propo-
sition I am Offering. I am merely suggesting an increase of 
about $400,000,000. I am asked, "Where are you going to 
get the money?" We can get it from the same source where 
we are to get the $10,000,000,000 we have already appro-
priated. 

Mr. LEE. Mr. President, will the Senator yield? 

Mr. BILDO. I am glad to yield. 
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Mr. LEE. I understood some of the Senators who voted 

against the amendment which I offered a while ago and 
which was defeated, to console themselves by saying, "WelL. 
Josh, I would have voted for your amendment if you had 
had a tax provision included in it for raising the money."
According to that philosophy, if they follow the same reason­
ing, they will have to vote against the pending bill, because 
there Is not included in it a tax provision for raising the 
money that is being paid under the present plan, or that will 
be paid under the amended bill. I Imagine the proposal
of the Senator from Mississippi would fall In the same 
category. Some will ask, "Where are you going to get the 
money?"~ My answer would be, "At the same place from 
which the money which is being used to pay under the 
present plan is coming." 

I intend to support the Senator's amendment. I think 
it is a good one, and I believe that if we should adopt the 
amendment, as would have been true if we had adopted
the other one, the F~inance Committee would report a tax 
bill, as they are going to have to do anyway, to meet the 
deficit. 

Mr. KING. Mr. President, will the Senator from Missis­
sippi yield? 

M~r. BILBO. I am glad to yield. 
Mr. KING. As a member of the Committee on Finance,.r 

can assure the Senator from Oklahoma, although I cannot 
speak for all of the members of the committee, but I can 
speak for a majority of them, I believe that the FInance 
Committee would report a bill to raise $5,000,000,000, in 
addition to the $6,200,000,000 of taxes we have already
Imposed on the people. If we continue these outrageous
expenditures, these profligate expenditures, obviously we will 
soon have inflation, and our economic system will be 
destroyed. 

Mr. BILBO. I am sure the Senator Is speaking his honest 
conviction. I am indebted to the Senator from Oklahoma for 
hiobevtnonhepdnga nmn. 
hsobevtnonteediga nmn.

I wish to urge my co' leagues to give serious consideration to 
ti rpsl ooewnst pn h oe ftetx 
payers ruthlessly and criminally, but I dare say that the tax­
payers of the United States would justify and would honor 
Senators for voting to provide $30 Per month for the old 
people of the United States. 

Mr. LUNDEEN. Mr. President.­
The PRESIDING OFFICER (Mr. JOsussN Of Colorado In 

the chair). Does the Senator from Mississippi yield to the 
Senator from Minnesota? 

Mr. BILBO. I yield. 
Mr. LUNDEEN. How much would the Senator's amend­

ment cost approximately? 
Aft. BILBO. My estimate is that the amendment would 

Cost between $350,000,000 and $400,000,000, in addition to 
what the present set-up on old-age assistance will cost. 

Mr. LUNDEEN. If the Senator will further permit, I should 
like to say that that will not be any more money than it will 
cost to build the two 45.000-ton battleships which we read 
about in the newspapers this morning, which, I take It, are in 
addition to two other 45.000-ton battleships previously or­
dered to be constructed, and in addition to the 1940 Navy 
appropriation, the greatest peacetime Navy appropriation we 
have ever had in the history of the United States, and in addi­
tion to the $1,000,000,000 we voted last year, which was in 
addition to the regular appropriation of last year. Each bat­
tleship costs between $90,000,000 and $100,000,000. Then 
there must be spent another $90,000,000 or $100,000,000 to 
build submarines, destroyers, and aircraft to prevent this 
dinosaur of the deep, this dreadnaught of the sea, from being
sunk. For every dollar spent for the construction of the giant 
battleships an equal amount must be spent to provide protect­
ing ships. So, if Upward of $100,000,000 is spent for a battle­
ship, we must count on a total of $200,000,000 for that ship
and its protecting ships. Besides all that, hundreds of mil­
lions will be expended for their imperial upkeep, and so on. 
all because our Internationalists itch to meddle int Europe­
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are alllicted by a world-saving mania and other illusions and 
delursions. I understand the able Senator's proposal will cost 
less than that. 

Air. BILLBO. Yes, 
Mr. LUNDEEN. I think we have gone a lIttle far in building 

armaments and in interfering in the quarrels of other conti-
nents. and we had better pay more attention to our folks at 
home-our fine, patriotic, old folks at home--those who have 
helped build America. 

Mr. BILBO. Mr. President, I am indebted to the Senator 
from Minnesota for his contribution. 

Mr. BYRD. Mr. President, is not the Senator in error con-
cerning the cost under his proposal? As I understand, he 
proposes to give $30 a month. which is $360 a year.

Mr. BILBO. Yes. 
Mir. BYRD. He proposes to give that amount to approxi-

mat--ly 2,000,000 of those receiving old-age assistance? 
Mr. BILBO. About 1,800,000. 
Mvr. BYRD. The list has the figure of 1,900.000. If that be 

multiplied by $360, the result is a cost of over $700,000,000. 
Mr. BILBO. No: after subtracting the amount which the 

present set-up now will cost from the total under the pro-
posal of $30 per month, I think the Senator will find it is 
between $350,000,000 and $400,000,000 in addition to the cost 
of the present set-up. 

Mr. BYRD. Is it not the plan of the Senator to pay $30 
a month, and add to it whatever the States may pay?

M~r. BILBO. Yes. 
MVr. BYRD. Then It will cost $360 a year to the Federal 

Government for each person on relief, 
Mr. BILBO. Yes, $360. 
Mr. BYRD. It will make about $700,000,000, If the num- 

her of those receiving old-age assistance is multiplied by
$360. 

Mr. BILBO. It would be between $650,000,000 and $675.-
000,COO. I have no reference to the amounts the States 
are contributing. I am talking now about what Congress
will have to appropriate. I wish to say there Is not one 
State in the Unicn that will not profit by this, and it will 
be interesting, if Senators will take the list showing the 
amount that each State contributes, to see 'what they will, 
be able to receive, 

I have a suspicion that when Senators get back home and 
the people look at the monthly check they are receiving,
when those in Georgia receive $8.14, whereas they had an 
opportunity of receiving $34.14 by voting for this simple
amendment, Senators will have some explaining to do. 

In South Carolina the payment is $3.90, and that is 
matched by the Federal Government. In other words, South 
Carclina is getting only $3.90 per capita for her old people
who are listed on the rolls. Under my amendment they
would get $30 per capita plus the $3.90 they are now receiv-
ing, which would give the old perople of South Carolina 
$33.90 a month, 

In North Carolina-I think that is a State in the Union-
Mr. REYNOLDS. Dr. President, will the Senator yield?
M1r. BILBO. I shall be delighted to yield. 
M,'r. REYNOLDS. I wish to say to the Senator that North 

Carolina is the finest State in the Union. 
Mr. BILBO. And weUl represented, 
Mr. REYNOLDS. Excellently represented, 
Mr. HUGHES. I should like to say that the State of Dela-

ware is the first State in the Union. 
Mr. BILBO. The State of North Carolina today pays her 

old people an average of $9.57. It is receiving from the 
Government $4.78. The old people of California are getting
$15 out of the Treasury of the United States. The old 
Peopla of Massachusetts are receiving from $14 to $15. 

Mr. SCHWELLENBACH. Mr. President. will the Senator 
yield? 

Mr. BILBO. I yield. 
Mr. SCHWELLENBACH. I take it that a few minutes ago

the Senator from Mississippi ageed with the Senator from 
North Carolina that North Carolina was at least one of the 
finest States in the Union. I should like to have the Senator 
from M-issisppi exPlain why it is that one of the fines 
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States In the Union-and I have been very much enamored 
of the eloquence of the Senator from North Carolina, par­
ticularly when speaking about Asheville, "the little gem city
of the mountains"-I should like to have the Senator ex­
plain why it is that that great State which produces such a 
large percentage of the tobacco of the country and is so 
wealthy, pays only a very small amount to its aged people.
I think that perhaps one of the great national organizations 
we have heard about recently, which is interested in a great 
many other things, might interest itself in taking care of 
that problem in North Carolina. 

Mr. BILBO. I shall be glad to yield to the Senator from 
North Carolina in order that he may answer this very em­
barrassing question. 

Mr. REYNOLDS. Mr. President, I wish to say to the Sen­
ator that it is not embarrassing to me at all. As a matter 
of fact, I am very rarely embarrassed. [Laughter.]

I am very unhappy that North Carolina has not, provided 
more generously for its citizens from a standpoint, particu­
larly, of providing for its elderly and its aged. I am very
happy indeed to be able to report that we no longer have 
poorhouses or county homes in North Carolina. We have in 
the past endeavored as best we could to provide for our aged,
because we of North Carolina recognize, with the able Sea­
ator from the great Commonwealth of Mississippi, that the 
aged now were the youthful in years gone by, and that the 
aged now are the ones who have made North Carolina a great
and a prosperous and a grateful State. 

Mr. President, I am going to vote for the amendment 
which has been offered by the Senator from Mississippi.
because he tells us that It will cost the taxpayers of the 
United States of America only approximately $300,000,000 or 
$400,000,000. As a matter of fact, the way we are digging
into the pockets of the taxpayers of America and are contin­
uing to dig into the pockets of the taxpayers of America, that 
is merely a drop in the bucket. We have appeased every one 
upon the face of the earth with the exception of the elderly
people of America. 

A few months ago, as the result of propaganda which swept
this country from the Atlantic to the pacific and from 
Canada to Mexico, there was a great hue and cry that we 
should provide for ourselves an adequate national defense. 
The Senator from Mississippi knows, as well as the Senator 
from North Carolina knows, that there is just about as 
much likelihood of any country in the world attacking the 
United States of America as there was likelihood of Al Smith 
bringing the Pope and putting him in the White House in 
1928. as suggested by our friendly enemies. 

We have appcased the people Of this country who are afraid 
of being attacked by the enemies from abroad by appropriat­
ing billions upon billions of their hard-earned dollars. That 
was one appeasement. 

Mr. President, I say that the time has arrived when we 
must do a little appeasing for the elderly of our country.
The very able Senator from Minnesota [Mr. LumsmEqJ a moO­
ment ago made mention of the fact that 45,000-ton battle­
ships cost today under Present conditions $90,000,000 each. 
I read a statement in one of the local newspapers only a few 
days ago to the effect that under present conditions those 
ships in contemplation would cost no less than $100,000,000 
apiece, and I think there are some three or four or five on 
order. For the amount of money spent on those ships we 
could take care of the old people of the United States, as was 
suggested by the Senator from Mississippi.

As I mentioned a moment ago in private conversation with 
the Senator from Minnesota, we must not only consider the 
initial cost of the ships but we must consider also the upkeep
and the maintenance of those ships. 

As a matter of fact, we never recover the Initial) cost. We 
never collect any of it. If we can remain so big-hearted as to 
permit countries abroad to fail to p~y their debts to the 
United States of Amarica, as I suggested on the floor of the 
Senate a moment ago; if we can afford to give to the Euro­
pean countries $13,000,000,000, after having already given
them $13,000,000,000 when we cut the war debts immediately
following the Great War. certainly we can afford to give a 
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few million dollars to the aged who actually constructed this 
country and made It the greatest and most powerful nation 
on the face of the earth. 

A moment ago the Senator mentioned the young men In 
the C. C. C. camps of the country. It Is my recollection that 
today we have in the C. C. C. camps more than 300.000 young, 
able-bodied men. 

Mr. BI1LBO. Costing $73 a month each. 
Mr. REYNOLDS. Costing $73 a month each. I Inquire of 

the able Senator what the annual total is. It Is 300,000 
times 73 times 12. As a matter of fact, it costs almost as 
much to house, clothe, and feed those young men annually 
as it would cost to take care of the old people under the 
Senatof's amendment. Is not that true? 

Mr. BULBO. That Is correct. 
Mr. REYNOLDS. I am very happy that we are able to 

care for the young men of the country, particularly In view 
of the fact that $25 out of every $30 derived by the 300,000 
young men monthly is in turn delivered to their dependents 
and aged parents. If we can take care of those young men, 
surely we can take care of the others. I do not know 
where the money is coming from. But do we know where 
the money is coming from for any of the terrific appropria­
tions we have made in the present session of the Congress? 
I say that if we can vote billions upon billions of dollars 
for sundry items, we can certainly afford to open up our 
hearts and take care of the old people of the country. In 
order to do that, and with that in view, so far as the junior 
Senator from North Carolina is concerned, I shall support 
the amendment of the Senator from Mississippi. 

Mr. BILBO. Mr. President, I am indebted to the Senator 
from North Carolina for developing that Idea. We are 
appropriating more than $200,000,000 to take care of only 
300.000 of the boys in the C. C. C. Flor twice that amount 
we should be able to bring happiness, peace, comfort and 
Joy to 1.800.000 old people in the country. 

Mr. REYNOLDS. Mr. President, will the Senator yield? 
Mr. BILBO. I yield. 
Mr. REYNOLDS. In view of the fact that the Senator 

again made mention of the C. C. C. camps, I should like to 
state that although we are spending more than $200,000,000 
annually to take care of those worthy young men, and al1­
though we have appropriated billions and billions to pro­
vide a national defense to appease the people of the country, 
we have not enforced military training in C. C. C. camps, 
which I think we should have done. 

Mr. BILBO. Mr. President, I am ready to proceed further. 
I should like to ask permission to continue my address tomor­
row at the beginning of the session. 

I now yield to the Senator from Kentucky [Mr. BARKLEY]. 
Mr. BARKLEY The Senator realizes that we are anxious 

to conclude consideration of the pending measure. Other 
legislation is waiting on it. We do not wish to delay It any 
longer than necessary. We had hoped to conclude consid­
eration of the bill today. 

Mr. BILBO. I understand It will be impossible to conclude 
it on account Of the address of the Senator from California 
[Mr. DowNEY] which will consume possibly 2 or 3 hours. 

Mr. BARKLEY. Whatever is agreeable to the senior Sen­
ator from Mississippi [Mr. HARnIwoNJ is agreeable to me. 

Mr. HARRISON. Mr. President, I wonder if It will be 
agreeable to vote on the pending amendment not later than 
1 o'clock tomorrow. 

Mr. BARKLEY. It is agreeable to me. Is It agreeable to 
the junior Senator from Mississippi? 

Mr. BILBO. That is agreeable, provided I may begin 
Epeaking at 12 O'clock. 

Mr. HARRISON. I understand my colleague has the floor. 
I have no objection to his having the floor tomorrow to con­
tinue Nis remarks. 

The PRESIDING OFFICER. Is there objection to the re­
quest of the Junior Senator from Mississippi [Mr. BrLsol 
that he be recognized tomorrow to resume his remarks? 
The Chair hears none, and the request Is granted. 

Mr. HARRISON. Air. President, I ask unanimous consent 
that tomorrow. not later than 5 mfinute pst 1. the Senate 
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vote on the amendment offered by my colleague [Mr. BrniaoJ, 
and that 5 minutes be given to some member of the committee 
to speak in opposition to the amendment, if desired. 

The PRESIDING OFFICER. Is there objection to the 
request of the senior Senator from Mississippi? 

Mr. DOWNEY. Mr. President, the agreement extends 
merely to voting on the pending amendment, does it not? 

Mr. HARRISON. Only on the pending aimendment. 
Mr. DOWNEY. And not on the measure Itself? 
Mr. HARRISON. No: merely on the pending amendment. 
The PRESIDING OFFCER. Is there objection to the 

request of the senior Senator from Mississippi? The Chair-
hears none, and it Is so ordered. 
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Mr. BILBO. Before yielding I should like to state that 
Yesterday, while discussing the amendment now pending. I 
acquiesced in a request for unanimous consent to vote on the 
amendment at 1 o'clock and 5 minutes today on condition 
that I be permitted to begin speaking at 12 o'clock. I desire 
to be courteous and kind to my colleagues, but there seems to 
be a disposition to consume all the time, and it is my fault, 
because I have yielded. So I now ask Senators to postpone
whatever matters they desire to have put into the Recoafl 
until I have occupied the few minutes left me before the vote 
on the amendment. 

Mr. President, my amendment is an attempt to meet the 
demand of the Ameriean people as it has been evidenced by 
various polls taken by Mr. Gallup, as well as the sentiment 
expressed through the press of the country and by various 
and sundry organizations. It Is an attempt to meet the re­
cent demand that the Government, of the United States 
assume its responsibility in making adequate provision for 
the needy aged who are 65 years of age or older. 

I was present yesterday while the Senator from Oklahoma 
(Mr. LEE] was discussing his amendment, and I heard a very 
interesting colloquy between the Senator from Oklahoma and 
the senior Senator from Michigan [Mr. Vmusmmmcao. They 
were both in full sympathy with the sentiment that the 
American Congress should do something about the old-age 
pension problem, something substantial, something more than 
they have done, and make decent and adequate provision.
But the trouble with my friend on the opposite side of the 
Chamber, the Senator from Michigan, was that the Finance 
Committee was having difficulty in finding new sources of 
revenue to supply the funds to take care of this pressing 
obligation.

It Is passing strange that no anxiety has been expressed. 
nothing has been said since January, about the sources of the 
funds to be gathered in, the golden shekels to be placed in the 
coffers of the Government, while we have been appropriating
almost $10,000,000,000 for the purpose of building ships and 

AEN=DMENT OF SOCIAL SECURlXTY AcM airplanes, and makting needed improvements in our national 
The Senate resumed the consideration of the hill (H. R. defense, along with a great many other appropriations, total­

6635) to amend the Social Security Act, and for other pur- tag in the neighborhood of $10,000,000,000. 
poses. Mr. VANDENBERG. Mr. President, will the Senator 

The VICE PRESIDENT. The question Is on agreeing to yild 
the amendment offered by the Senator from Mississippi Mr. BlLBO. I am delighted to Yield. 
[Mr. Binaol. Mr. VANDENBERG. I am sure the Senator wants the 

Mr. BrLao's amendment proposes to insert at the proper RECOmD to be correct. He says nothing has been said from 
Place the following: January to July upon this subject with respect to any ot 

That, effective January 1, 1940. clause (7) of section 2 (a) of these other appropriations. I think he will find that I have 
the Social Security Act is amended to read as follows: spoken upon almost every one, and I call his attention par­

"(7) provide that. if the State or any of Its political subdivisions ticularly to the fact that I voted against the largest Arma­
collects from the estate of any recipient of old-age asaistance any ment bill for the very reason indicated. So I am not guilty
amount with respect to old-age assistance furnished him under 
the plan, the net amount so collected shall be prorated b~etween of the entire crime which the Senator assigns to me. I think 
the United States and the State in the proportion that the amount I have bee-n about as consistent in the matter as a mant 
the United Statea contributed to auch old-age ass'stance during could be. 
the year next preceding the year such net amount was collected 
bears to the amount the State contributed during such year and Mr. BILBO. The distInguishied Senator from Michigan is 
the amount due the United States shall be promptly paid to the an exception to the nile.
 
United States. Any payment so made shall be deposited In the In this case I am asking for an additional appropriation

Treasury to the credit of the appropriation for the pupoe of ony$000,0toak crefth ol-gpobm
this title.'"fol 400000t ae aeo h l-g rbe 

SEC. 2. Effective January 1. 1940, section s (a) of such act is which confronts the Americanl people. If this money is 
amended to read as follows: appropriated and spent for this purpose, it will be the best 

.(a) From the sums appropriated therefor, the Secretary of the exndtrwecnmktohltepuic efabeus 
Treasury shall pay to each State which has an approved plan for exndtrwecnmktohltepuicefa.bcus
old-age assistance, for each quarter, beginning with the quarter the money, will be uniformly distributed to every nook and 
commencing January 1, 1940, (1) an amount, which shall be useed corner of this great Republic. It will increase purchasing
exclusively as old-age assistance, of $30 per month, with respect to power; it will give us that free distribution of wealth about 
each aged needy individual who, at the time of such expenditure,
is 65 years of age or older, and is. not an inmate of a public Ins~ti- which we have been hearing for so many years. It will put
tution. and (2), 5 percent of such amount, which shall be used the money Into the hands of people who will be forced to

for paying the coats of administering the State plan or for old-age spend it, because their days on earth are few, and they lack
 
assistance, or both, and for no other purpose: Provided, That no tencsaiso ie twl epeeyn l ln h
 
amount for old-age assistance shall be paid by the Secretary of the tencsaiso ie twl epeeyn l ln h
 
Treasury to any State which shall contribute for old-age assistance line. It will help the merchant, the lawyer, the doctor, the
 
during any quarter an amount smaller than the amount con- teacher, and the preacher. It will help the bankersit will help

tributed by the State during the quarter beginng January 1. 1939. the community In general, because it will be uniformly dis-

Any individual entitled to Federal old-age benefits under title In 
Of this Rct may elect to receive In lieu thereof old-age assistance tributed. It Is not like spending a hundred million or two 
under the state plan for old-ag assistance as provided in title I hundred nililion dollarS on some dam in the West, when aln 
of this act." the moneyr Is poured out at one spot. It is not like spending 

Mr. NORRIS and Mr. LA FOLLETTE addressed the Chair. several hundred million dollars in the city of. New york on 
Thle VICE PRESIDENT. Does the Senator fromo Mississippi municipal Improvements, when the money is all poured ou$ 

yield; and If so, to whomn? In one sPOt. But' this additional $400,000000W will go into 
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every, nook and corner of this great Republic, Increasing the 
purchasing power in every community in America. 

Furthermore, Mr. President, the amendment will do away
with that unfair, unjust, and unrighteous provision of the 
present security law which requires the States to match 
Federal funds, which Is so unrighteous that It is downright
criminal. We have been told that the South is the country's
economic problem No. 1. This matching provision is the 
reason why the South has been suffering,

From an examination of the statistics I have found that 
from 1852 to 1936 over $8,000,000,000 has been paid by the 
Federal Government in pensions, and -of the $8,000,000,000
only $1.000,000,000 went to that great sect-Ion known a~s the 
South. Seven billion dollars have been used to enrich the 
other sections of the country, so that today they are In a 
position to take advantage of the 50-percent matching scheme 
of the present social-security law; whereas the South and 
the West, which have not had an opportunity to share In the 
bounties of the billions taken from the Government in 
the way of pensions, are thus impoverished and are unable to 
mneet the requirements of the 50-50 scheme of the present
social-security law. 

My amendment would correct the injustice under which 
the West and the South especially are suffering today, be-
cause the States in the West and the South are not able, as 
are the rich States of the North and East, where the wealth 
has been concentrated, 1o, these 60 to 75 years, to take ad-
vantage of the present arrangement,

Mr. President, I cannot understand why any Senator with 
a sense of fairness would want to Impose upon the sections of 
the country which, through no fault of theirs, are unable to get
their share of the money for the old men and women who 
are needy. An old man In New Mexico, an old man in Mis-
sissippi, or an old man in Alabama who has been a faithful
citizen and contributed his bit to the success of our great
Republic is just as much entitled to his $15, or his $20, as 
the bill Is now amended, as Is the man who lives in Call-
fornia, or in Massachusetts. or in New York, or in Illinois. 
where the wealth of the Nation has been concentrated during
the last 75 years.

Mr. President, we in the States of the South and the 
West are not to blame for that condition. In other words,
If this damnable scheme of the social-security set-up shall 
be continued aslitis now it wllldo the same thing that has 
been done In the past with the pensions of the country; It 
will draw them all into one section of the country, a condi-
tion which has resulted in bringing prosperity to that sec-
tion to the detriment of other sections, 

Before a vote is taken on the amendment, perchance 
someone may say that my proposition was before the Finance 
Committee and was rejected, notwithstanding that some of 
the best authorities of the Republic have pronounced it to 
be the best solution of the old-age question. it may be 
argucd that we must have the approval of the Frinance 
Committee; we must follow the advice of Mr. Altmeyer; we 
?must have a favorable recommendation from the Bureau of 
the Budget.' That argument, however, cannot be used today,
because yesterday, in the face of the action of the Finance 
Committee, of the ruling of the Bureau of the Budget and 
the recommendations of Mr. Altineyer, the Senate adopted
the amendment proposed by the Senator from Texas [Mr.
CoNNALLY], which contained only a slight suggestion of 
improvement of the present situation. 

It Is needless to pay attention to what the Fiance Coin-
mittee has decided, or what Mr. Altmeyer has recommended. 
Or what the Bureau of the Budget has ruled; the Senate 
has already acted In the face of those recommendations 
and rulings. The Senate has violated the rule in that re-
spect. Now the Senate has a chance to do the right thing,
the righteous thing, the just thing

I Wish to Call attention to another matter:' By the pay..
mDent Of the proposed $30 a month, reaching every section 
of our grat country, social conditions wIll be Improved and
the W. P. A. will be released from a portion of its burden,
because when $30 c~nes Into the hmsof the aged neey 
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people of the country the result will be to lift the burden 
from the shoulders of the struggling sons and daughters
of the old people, so that they may give better attention to 
the education and the welfare of their own children and 
families. It will result in a decrease in the burden placed 
on the W. P. A., because $30 a month going into every littld 
community of the United States will Improve conditions, so 
there will not be so much need for the aid rendered by the 
W. P. A. and the relief which is now being furnished. 

I wish to say a word now to my Republican friends across 
the aisle. Next spring they will hold a Republican National 
Convention, and they will write a platform of promises, and 
in that platform they will want to implant a promise to the 
Townsendites, to the old people of the United States, that If 
the Republicans are placed in power they will be faithful to 
the aged and the needy of the country and will do something
in a substantial way for their relief In the way of pensions.
I wish to say to my Republican colleagues on the other side 
of the Chamber that now they, have a chance to show what 
they Will do if they are placed In power. because I have a 
suspicion that, with their votes, there may be sufficient votes 
on this side of the Chamber possibly to adopt the amend­
ment. But if the Republicans continue to vote against ineas­
ures which mean so much to the old people of the country-
and they have a chance to vote favorably for such an amend­
ment now with the help of some humanitarians on this side 
of the Chamber, some who are not afraid of, and have not 
been influenced by, the economy cry and the economy cam­
paign-lif when they have a chance to render this service in 
1939 and they decline or refuse to do it, they will be on the 
spot in 1940, because how can the people believe them when 
they realize they had a chance to do It and would not do It? 

Mr. GEORGE. Mr. President, will the Senator yield for a 
question?

The PRESIDENT pro tempore. Does the Senator from 
Mississippi yield to the Senator from Georgia?

Mr. BILBO. I shall be glad to yield.
Mr. GEORGE. I wish to understand -the amendment. 

Does the Senator from Miss issppi propose to pay $30 per
month from the Flederal Treasur to each needy person on 
the rolls of the States? Or does the Senator propose to take 
the $30 per person and carry it Into a general fund, to be 
redistributed by the State to the pensioners?-

Mr. BILBO. My propositionis to give $30stralght outto 
every person on the eligible roll of the Republic.

Mr. GEORGE. To each person who is on the roll? 
Mr. BILBO. Yes. And If there are any degrees of need 

which require that there be an adjustment, that is a matter 
which the State can attend to. 

Mr. O'MAHONEY. Mr. President, will the Senator yield?

Aft. BUMLO. I yield.

mi oWAHNoiEY. As I read the amendment, the pay­

ment is. to be made by the Secretary of the Treasury, with­
out any Intermediary action on the. part of anyone, in the 
State. 

Mr. BH.BO. Certainly; It goes direct. 
Mr. O'MAHONEY. From the Treasury to the Individual? 
Mr. BILBO. No; It is handled by the Social Security

Board through the regular channels. That is the purpose
of the amendment. 

Mr. 07MALHONEY. Then the payment Is to be made to 
the State and not to the Individual? 

Mr. BILBO. Yes; but each indivdu~al Is to be given $30, 
and if there are any, grades of relief, or different types of 
need shown in various cases, adjustment can be made in' 
the use of the funds appropriated. as the cases are thor­
oughly investigated by, the State. But each person shall
 
receive $30. My proposition Is to treat every son and
 
daughter of the Republic fairly and squarely nt the band
 
of the Government, because all pay taxes alike.. If the
 
State wants to make differentials as the result of Its la­
vestigation. that Is a matter which lies In the hands of the
 
State.
 

Mr. GEORGE Then. Ir. President, the Senator means,
 
as I Understand his amendment. and Xso Interpreted It but
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I was nlotclea inmyunderstanding of It., that the Federal 
Governmnent will pay $30 to each person on the roll, 

Mr. BILBO. yes. 
Mr. GEORGE. So each pensioner on the State roil will 

receive $30 plus whatever amount the State itself may pay 
to the Pensioner? 

Mr. BILBO. That is correct. I will say that Is a correct 
interpretation of the amendment. The amendment has 
been thoroughly analyzed, scrutinized, and criticized by 
scme of the social-security experts and by the usual counsel 
who attempt to serve the Senate in carrying out such matters, 

Mr. President, I have prepared an amendment which I 
Propose to introduce before the bill is finally acted upon to 
do away with the custom or, rather, the rule in force In some 
of the states requiring old people to take a pauper's oath, 
In view of the great official family which has been brought
together by the socia-security organization, not only in 
Washington but throughout the country, to investIgate the 
needs of aged persons, I wish to save the old people the em-
barrassment and the oduium of having to take a pauper's oath 
before the Government decides to do its duty. With all the 
organization under the Social Security Board I believe they 
can ascertain the true status of the old and needy persons
of the country,

Mr. THOMAS of Oklahoma. Mr. President, will, the Sen-
ator yield?

Mr. BILBO. I yield, 
Mr. THOMAS of Oklahoma. Does the Senator's amend-

ment make It incumbent upon any State to contribute any 
sum whatever as a prerequisite to receiving $30 for its old 
people?

Mr. BMWB. The amendment provides that before any
State can receive the $30 per capita from the Federal Gov-
ermient It must make the appropriation which is now in 
force and never reduce It. It can go up as high as it wants 
to, but It must continue to make the appropriation it bas 
previously made. 

Mr. THOMAS of Oklahoma. Then If the amendment 
should be adopted, each elderly person in each State would 
receive what each State Is paying him or her plus $30 from 
the Treasury?

Mr. BILBO. Plus $30 from the Treasury.
Mr. THOMAS of Oklahoma. As I understand the amend-

ment further provides that the age limit shall be 65 years?
Mr. BILBO. Yes; 65 years.
Mr. THOMAS of Oklahoma. In that particular It is differ-

ent from the amendment suggested by my colleague [Mr. 
LEu] yesterday?

Mr. BiLBO. Yes. 
Mr. THOMAS of Oklahoma. The age limit proposed by

him was 60 years. The age limit proposed by the Senator 
from Mississippi is 65 years

Mr. BMLB. Yes. 
Mr. THOMAS of Oklahoma. My colleague's proposal was 

for an appropriation of $40 for each person. The amend- 
ment of the Senator from Mississippi proposes $30. 

Mr. BILBO. Yes. 
Mr. SCHWARTZ. Mr. President, will the Senator yield? 
Mr. BmLB. I yield. 
Mr. SCHWARTZ. I think there is quite a distinction be-

tween the two amendments, in that the amendment proposed
yesterday applied to all persons over 60 years, regardless of 
their financial situation, while under the amendment Pro-
posed by the Senator from Mississippi the Payments are to 
be made only to those who are classified as being needy. 

Mr. BILBo. Those who are classified as being needy. 
Mr. SCHWARTZ. Those who are classified as needy are 

those who are required to take the pauper's oath at the 
present time. 

Mr. BULBO. Yes; those who are registered as eligible.
Mr. LEE. Mr. President, will the Senator yield?
Mr. BMWB. I yield. 
Mr. ISE. There is one other difference. Those who are 

gainfully employed would have the choice of keeping their 
Jobs or giving them up and accepting the pension, 

liz. mI.BOX YO 
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Mr. LEE. While I am on my feet I should Mie to ask 

the Senator a question: Does the Senator's amendment pro-.
vide that every person on the rolls shall receive $30, regardless 
of the degree of dependence?

Mr. BELBO. That Is my understanding of my amendmnent. 
He shall receive $30 first from the Federal Government. and 
if It Is desired to make any differential on account of varyinil
degrees of need that can be done by the local social-securitY 
board from the funds appropriated by the State legislature

Mr. LEE. It seems to me it would be fairer to provide
for payment to the old people according to the degree of 
dependence. For example. I can understand that a person
declared to be 10 percent dependent would receive $30. while 
some other person who was not declared to be dependent
would not receive anything, either from the State or from 
the Federal Government. Therefore, it seems to me It wculd 
be more consistent to pay every aged person the pension. 
How many persons 60 years of age can the Senator think of 
who have today an income, aside from their jobs. sufficient 
to sustain them? Therefore, I believe the Senator would do 
well to modify his amendment so as to make the payment
in proportion to the degree of dependence.

Mr. BILBO. No. The theory of my amendment Is that 
every citizen who is declared to be eligible for an old-age 
pension because of needy condition shall receive $30 from the 
Federal Government. The amounts now contributed by the 
various States are sufficiently large to permit any necessary 
adjustment because of varying degrees of need. I do not 
think there would be sufficient difference in the degrees of 
need to require anything other than a flat $30 payment.
There is ample margin to make the necessary adjustments,
If, in the judgment of the Social Security Board, there should 
be adjustments. The theory of my amendment is that the 
Federal Government shall treat all alike, and that every citi­
zen under the flag shall receive the same amount, $30. So 
far as the State is coqcerned, the sky is the limit. 

Mr. LEE. Except for those who are not on the rolls, those 
who have not been able to prove their poverty.

Mr. BILBO. They are not eligible.
Mr. L-EE. They should be. 
Mr. BILBO. That is the theory of the Senator's amend­

ment. I took pleasure In voting for It. 
Mr. LEE. I1intend to support the Senator's amendment, 

and, as I announced, support amendments to help increase the 
pension to the old people, but I should like to see them all put 
on the same basis. 

Mr. BMWB.' I share the Senator's sentiments to the ex­
tent that I voted for his amendment; but, since we cannot get
what we want, we will take what we can get. I should like 
to see the Senate do its duty to the needy old people and 
grant $30 per capita to those who have been declared needy 
and eligible under the social security rules and regulations. 

Mr. O'MAHONEY. Mr. President, will the Senator yield?

Mr. BILBO. I Yield.
 
Mr. O'MAHONEY. A few moments ago the Senator called
 

attention to the fact that some States in the Union are 
more wealthy than others, and therefore more capable of 
paying pensions of this kind. 

Mr. BILBO. Yes. 
Mr. O'MAAHONEY. He also called attention to the fact 

that the conditions under which we are living have brought
about a Concentration of economic power and wealth In some 
States. As I understood him, he expressed the desire that 
his amendment would have the effect of equalizing the pay­
ments among the States. As I read the amendment, I 
wonder If It would have that result. 

Mr. BILBO. I would equalize the payment of pensions to 
the needy old people, regardless of the State In which they
live. 

Mr. O'MAIRONEY. Under the provisions of the Senator's 
amendment a pensioner in California, which is at the top
of the list so far as State payments are concerned, would 
receive an average of approximately $62, while a pensioner
In the State of Arkansas, which is at the bottom of the list, 
would receive an average of about $36 or $37. so the In­
equality would not -be done away with. 
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Mr. BILBO. That Is a matter with which the Federal 

Government cannot concern Itself, because that difference Is 
brought about by the generosity, liberality, and humani-
tarianism of the States themselves. I still believe in States' 
rights, 

Mr. 0O'MAHONEY. Perhaps not their humanitarianism or 
their desire to serve so much as their ability to pay. I think 
the people of Arkansas would be thoroughly pleased to be 
able to pay what the State of California pays, or what the 
State of Massachusetts pays, or what the State of New York 
pays. 

Mr. BiLBO. I appreciate the correction. I should have 
included the ability to pay. 

Mr. THOMAS of Oklahoma. Mr. President, will the Sena-
tor yield? 

Mr. BILBO. I am delighted to yield. 
Mr. THOMAS of Oklahoma. What would be the attitude 

of the Senator from Mississippi toward a proposal to have 
the Federal Government make all the collections and all the 
payments? The people have to pay the tax anyway. They 
have to pay it all. They pay the State tax to make up the 
State contribution, and they pay the Federal tax to make 
up the Federal contribution. If the National Government 
should make all the collections, then the Naticnal Govern-
ment could make uniform payments. What would be the 
attitude of the Senator toward such a proposal? 

Mr. BILBO. I announced on yesterday that I considered 
the obligation of a pension to the aged and needy of the 
country strictly a Federal obligation. I should be glad if it 
were possible to enact such legislation and have the Federal 
Government pay the entire bill. However, I am not now 
dealing with a theory. I am dealing with a condition. We 
have the social-security law, which imposes a dual obligation 
or responsibility; and, since that is true, I could not give my 
consent to the Federal Government taking over the funds 
appropriated by t~he States. So long as the States put up a 
part of the money I think they should have something to do 
with the qualification or eligibility of those to whom the 
payments are made, 

Mr. THOMAS of Oklahoma. Will the Senator yield 
further? 

Mr. BILBO. I yield, 
Mr. THOMAS of Oklahcma. My inquiry did not contem-

plate that the Federal Government should take over the 
money collected by the States, but it contemplated an amend-
ment to the Sccial Security Act providing that the Federal 
Govemrnmnt should make the entire collection and relieve the 
States from the collection and disbursement of any funds, 
making the obligation a Federal obligation, under the Federal 
law and a Federal system. 

Mr. BILBO. I agree 100 percent with the Senator that 
that is the correct theory of how the pension should be han-
died and who should pay it. The Federal Government should 
pay it, instead of the States. However, since there is now a 
dual responsibility, we have to deal with the law. I am 
merely trying to come as near perfection as possible and 
eliminate the inequalities, 

Mr. GEORGE. Mr. President, will the Senator yield for 
another question? 

Mr. BILBO. I yield. 
Mr. GEORGE. Yesterday we adopted the so-called Con-

nally amendment, 
Mr. BILBO0. Yes: I voted for it and was glad to do so. 
Mr. GEORGE. The Senator will recall that the Connally 

amendment requires contributions on the basis of 2 to 1 up 
to an average of $15. If the Senator's amendment were 
adopted, would it be in lieu of the Connally amendment, or 
would it be in addition? 

Mr. BILBO. My amendment would take the place of the 
Connally amendment, 

Mr. GEORGE. Then it would be in lieu 9f the Connally, 
amendment. 

Mr. B1LBO. Yes: though I am glad to have the Connally
amendment in the bill, 
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Mr. GEORGE. Mr. President, we are In a state of parlia­

mentary confusion if the pending amcndment is in lieu of 
an amendment adopted yesterday, without any motion to 
reconsider the amendment adopted yesterday. It was for 
that reason that I propounded the question to the Senator. 
If his amendment Is in addition to the Connally amendment, 
and simply an additional provision. then, of course, it would 
not be affected by the Connally amendment. 

Mr. BILBO. If the Senate will adopt my amendment, the 
conferees can work out the legal details. As I understand, It 
would take the place of the Connally amendment. 

Mr. President, my time has just atbout expired. In conclu­
sion I wish to say that we now have an opportunity to correct 
a great injustice which the present social-security law im­
poses upon the poorer and weaker States of the Republic. 
We have an opportunity to do the right thing, the just thing, 
the square thing, the righteous thing, for the citizens of the 
Republic, without any partiality., The present law is a rich 
State's pension law. It seems to me It was written for the 
benefit of the rich States, because they are able to take ad­
vantage of it. Senators know that the poorer States cannot 
take advantage of it. We are discriminating against the old 
people in the poorer States. If I cannot obtain a. correction 
in any other way, I am almost persuaded to go back to Mis­
sissippi, organize the old people of my State, and move them 
to California, Massachusetts, or some State which Is able to 
take advantage of the social-security law. That would be 
one way to solve the problem. Mississippi is unable to match 
the Federal Government and pay the pension. That circum­
stance is an injustice to the old people living in Mississippi, 
-somethingfor which they are not responsible. 

When Senators go back to their constituents they will have 
to answer the question: "You had an opportunity to give us 
$30 from the Federal Government. Why did you not give 
us the $30 when you had an opportunity to do so?" We now 
have an opportunity to let our people know that we really 
mean to take the action which is necessary for the relief of 
the old people. Rememb~er they can all vote, because they 
are beyond the poll-tax age. 

The PRESIDENT pro tempore. The hour of 1 o'clock hav­
ing arrived, under the unanimous-consent agreement, the 
time of the Senator from Mississippi has expired. 

Mr. GEORGE. Mr. President-
The PRESIDING OFFICER. The Senator from Georgia 

has 5 minutes, under the unanimous-consent agreement. 
Mr. GEORGE. Mr. President, I desire to say a few words 

regarding the pending amendment. While I am loath to 
make a point of order against the amendment, it seems to me 
that it is clearly not in order; because if It Is in lieu of the 
Connally amendment, obviously, it would follow that a mo­
tion to reconsider the vote by which the Connally amendment 
was adopted should be made. 

But with respect to the merits of the amendment offered 
by the Senator from Mississippi, permit me to say that the 
provision amending clause (7) of section 2 of the Social Se­
curity Act is cared for in the bill. Clause (7) of section 2 
simply relates to repayment out of funds collected by the 
State from a pensioner's estate of the pro rata part going to 
the Federal Government. That is cared for In the pending 
bill, and cared for effectively. 

It should be said that when the Senator from Mississippi 
prepared his amendment the House had not reported the 
social security bill, and he, therefore, did not know that the 
first portion of his amendment would be covered by the bill 
as actually reported. So much for the first section. 

The second section of the amendment, Mr. President, raises 
the important question of whether we are in a position to 
Increase out of the Federal Treasury old-age benefits by $30 
per month to each pensioner upon the rolls of a State. We 
have made great progress; we are doing something toward 
an increase; the Connally amendment provides for a more 
equitable distribution up to an average of $15 of the portion 
of the fund paid by the Federal Government to aged persons 
In the'several States, 
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The Senator from Mississippi [Mr. Bn.Bo] yesterday said 

that the added cost of his amendment would be approximately 
$300,000,000. At another point he made the statement that 
It Would be something like $400,000,000. 

Mr. BILBO. About $400,000,000 is the correct amount. 
Mr. GEORGE. Now I desire to call attention to the fact 

that the Treasury has estimated and reported that the cost 
of the old-age assistance to the Federal Government under 
the present law would be $225,000,000 on January 1 next. It 
has also estimated that the pending amendment would add 
$450,000,000 to the cost of carrying the old-age assistance 
provisions of the Social Security Act. That is true, Mr. 
President; .bpt I now direct the attention of the Senate to the 
fact that under this amendment, if adopted, the Federal Gov­
ernment would be required to contribute $30 a month to each 
person on the pension roll. 

I call attention to the further fact that each State receiving 
this additional benefit must not reduce its contribution made 
during the first quarter of 1939. So, without increasing the 
payment from the State by a single dollar, every needy person 
could be put on the rolls of the State merely by reducing the 
amount it pays to each person. 

We have in this country now 8,370.000 people 65 years of 
age and over. The Social Security Board has advised us that 
there are, at least, 4,000,000 needy aged persons 65 years of 
age and over; that is at least 4,000,000 who could qualify now. 
The Social Security Board, therefore, has estimated that the 
adoption of this amendment, if only 50 percent of those 65 
years of age and over should qualify and go on the rolls, would 
increase the amount of the Federal contribution to $1,440,­
000,000, or an increase of $1,215,000,000 ove- the present law. 

Mr. BILBO. Mr. President, will the Senator yield? 
Mr. GEORGE. I have only about a minute remaining, but 

I yield to the Senator. 
Mr. BILBO. In view of the figures the Senator has cited. 

he ought to be willing to yield. 
Mr. GEORGE. I am willing to yield. 
Mr. BILBO. Does the Senator mean to tell the Senate that 

same statistician in the Social Security Board, who is not in 
sympathy with taking care of the obligation of the Govern­
ment to the old people and who does not know anything about 
conditions, says, under the rules and regulations that are now 
placed in the hands of the Social Security Board in Wash­
ington, that 4,000,000 people can qualify at this time? 

Mr. GEORGE. There are now 4,000,000 needy people on 
the waiting list and on the rolls who are 65 years of age 
and over. 

Mr. BILBO. Does the Senator from Georgia object to, these 
needy people being on the rolls? 

Mr. GEORGE. No; I do not; but I am simply calling 
attention to the cost of the Senator's proposal. 

Mr. BILBO. Why are they not on the rolls? 
Mr. GEORGE. Because the States have not put them on 

the rolls. 
Mr. BILBO. Why the discrimination? 
The PRESIDENT pro tempore. The hour of 1 o'clock and 

5 minutes p. m. having, arrived, under the unanimous-consent 
agreement, the Senate will now vote on the pending amend­
ment. The question is on the amendment offered by the 
Senator from Mississippi [Mr. Bimaol. 

Mr. BILBO. Mr. President, I ask for the yeas and nays. 
I desire to see how Senators stand on the question. 

The PRESIDENT pro tempore. The yeas and nays are 
demanded. Is there a second? 

The yeas and nays were not ordered. 
The amendment of Mr. BMBO was rejected. 

RECORD-SENATE 
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AMEvfNDMENT OV SOCIAL SECURITY ACT 

The Senate resumed the consideration of the bill (H. H. 
6635) to amend the Social Security Act, and for other pur­
poses.

Mr. KING. Mr. President, we are advised by the press of 
the results of an election which occurred yesterday in North 
Dakota. It indicates the views of the people of that State 
with respect to some of the aspects of the social-security 
policy.

It appears that an active campaign has been conducted by 
former Gov. William Langer in favor of a plan to pay $i0 
per month minimum old-age pensions. It appears from 
the Associated Press dispatch that the plan called for a 
gross income or transactions tax to raise funds for the pay­
ment of pensions, the votes in 588 precincts being 9,481 for 
the income or transactions tax and 66,886 in opposition. 

It appears from the action of the electorate of North 
Dakota that when they are required to meet pensions by 
taxation they are not so enthusiastic for the same. There 
is evidence, however, that propositions are nct looked upon 
with so much disfavor which call for the Federal Govern­
ment to make appropriations to meet pension plans. Per­
haps that accounts for the demands that Congress shall make 
large appropriations to meet pensions of various kinds and 
bounties and gratuities.

The press dispatch -relating to this matter is as follows: 
MEASURES TO PAT PENSIONS LODSngINOMRENORTH DAROTA n.rXO 

FARcGo, N. Duc.. July II.-Early returns from today's special
election indicated a strong vote against passage of the four meas­
ures sponsored by former Gov. Willia Langer In a move topa 
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for the $40 minimum old-age pension plan he helped push through 
the recent legislature. 'o

On in act abolishing the office of grain storage commi'sion,
575 of 2.260 precincts gave 11.146 for the act. 64.455 egainst,

On a proposed rystem of municipal liquor control, 576 precincts 
gavre 11.030 yes. 65.980 no. 

On a 2-year moratorium on highway construction, 572 precincts 
gave 10.271 yes. 65.913 no.

On a grots Income or transacticns tax. 588 precincts gave 9,481 
yes snd 66.886 no. 

The tIbree latter measures were Intended to help pay for the $40 
minium ontlypnsins.changes

Mvr. DAVIS. Mr. President, I wish to speak briefly on the 
bill. The disti.nguished Senator from Mississippi [Mr. HAR-
flisoN], as chairman of the Finance Committee, is to be con-
gratulated on the committee report and on the masterful 
way in which lie has coriducted hearings on the pending 
legislation. He has combined practical wisdom with genuine
human sympathy and understanding, 

Two years ago this spring I had the honor of serving on 
the Nonpartisan Social Security Commission, sponsored by 
the Hearst newspapers. My colleagues on this commission 
includcd Merryle S. Rukeyser, chairman; Henry I. Harriman; 
Samuel W. Reyburn; William J. Graham: Herman Feldman; 
and Dr. Richard A. Lester. The function of this commission 
represented a new technique in American journalism. It 
gave the sponsoring newspapers and the press generally the 
benefit of the considered judgment of a balanced group after 
it had carried on research, consulted outside authorities, and 
debated the issues at stake. On four separate occasions-
March 11. April 22, May 6. and June 1, 1937-I presented to 
the Senate the findings of the Commission. More than 18 
months later the major portion of these findings, in broad 
essentials, were validated by the similar recommendations of 
the advisory council set up jointly by the Social Security 
Board and the Senate Finance Committee, 

These two bodies agreed on the following seven significant 
points: 

First. In suggesting that old-age benefits start in 1940, 
instead of 1942; 

second. In proposing the increase of benefits to the aged
in the early years of operation; 

Third. In recommending the sharing of benefits with 

Fiourhw nugngamdrtscnignyreev:nta 
Fofuatclossa mythicgal reservte appoachingec $4e,000,000,000d

appoacing$47,00,00,00;Presidentof acolssa reervmytica and the Congress of January 1939 relative to the
Fifth. In urging that benefits be extended to exempt 

groups, such as maritime workers, and national barnk clerks; 
Sixth. In warning against excessive pay-roll rates: and 
Seventh. In insisting on the earmarking of Federal re-

ceips t scurty.quired.suportsocalceips t scurty.tosuportsocal
Mr. President, in this time of subnormal economic activity

I think It is of paramount importance to encourage business 
and o fciliatetheexchngeof oodsby ~ghenin raherand o fciliatetheexchngeof oodsby lghenin raher 

than increasing the tax burden. The mandatory and auto-
matic increase in old-age benefit takes will be obviated when 
Congress is relieved of the scheme to set up a huge actuarial 
reserve-the so-called $47,000,000,000 reserve fund by 1980. 
If the analogy of private insurance were forgotten, and the 
country turned to the sound pay-as-you-go principle, with 

a moerae cntigenyrsere, I wold e pactcabe ~ 
a operatefornoetimgenc longerveon th ude presnt taxicable. Ao

imelongr cal.operte or sme o thepreenttax A 
reserve of from ten to fifteen billion dollars would seem to be 
ample, 

With business still subnormal and with unemployment still 
large, no heavier drain than is necessary should be made for 
social security on current production. In the circtumstances, 
it would be a national blunder to continue the effort to build 
up a colossal actuarial reserve at the expense of dissipating 
the purchasing power of men and women now at work. It 
is currently believed that about 90 cents of every dollar col-
lected under the plan to lay by a reserve of $47,000,000,000 
would go to reserves, and only about 10 percent into benefits. 
I understand the experience of the Board has shown that the 
10-percent estimate was somewhat low. If the tax excess is 
kept down, it will automatically keep the reserve down to v. 
reasonable figure. 
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I am opposed for a number of reasons to the accumulation 

h otmltdhg eev ud hc setmtdt 
o h otmltdhg eev ud hc setmtdt 
run as high as $47,000,000,000 in 1980. It would make 
mandatory an increase in the Federal debt. It would be a 
constant temptation to reckless spenders and might be used 
for political purposes. It would fail to perform an economic 
function unless it should be spent in a way to increase our 
productive power and the national income. It would make 
the entire old-age-beniefit program rigid and inflexible to 

in the price level or in the rate of industrial progress.
Such procedure is contrary to practice and experience 
abroad. I am informed that in Sweden, after a comprehen­
'sive study of this subject by a commission of experts over a 
6-year period, the full reserve principle was abandoned at 
the beginning of this year, after 24 years of experience. 

Mr. President. I have already referred to the patriotic and 
analytical work of the Nonpart!san Social Security Commis­
sion, sponsored by the Hearst newspapers. I wish to add 
that as a young man representing iron and steel workers, 
desiring to keep informed on laber conditions, I found the 
Hearst newspapers out front, among only a few others, ad­
vancing- the cause of collective bargaining editorially and 
showing the mutual responsibilities of labor and manage­
ment. 

The activities of the Hearst Nonpartisan Social Security 
Commission that have played such a significant part in 
advancing the revisions of the Social Security Act recoin-
mended by the Ways and Means Committee of the House 
and the Finance Committee of the Senate are but one ex­
ample of the long-continued service rendered by William 
Randolph Hearst to this Nation. Frequently involved in 
fierce controversy, this veteran publisher has stuck to his 
guns and fought his way through. Every manner of coin-
plaint has been brought against him, with one exception.
No one has ever said that he was a coward. His papers have 
campaigned vigorously for higher wages and better working 
conditions. Long after the hue and cry of present-day con­
troversies are over, Mr. Hearst will be remembered for the 
substantial contributions he has made to the preservation of 
the democratic system of free enterprise and the protection 
of the aged, the unemployed. and the helpless. 

Mr. President. in conclusIon I wish to call attention to a 
paragraph of the report of the Social Security Board to the 
disclosure of confidential information obtained under the 
Social Security Act: 

The Board recommends that State public assistance plans be re-
as one of the conditions for the receipt of Federal grants.Include reasonable regulations governing the custody and use of 

its records, designed to protect their confidential character.. The 
Board believes that such a provision is necessary for efficient ad­
ministration, and that it Is also essential in order to protect bene­ficiaries against humiliation and exploitation such as resulted in 
some States where the public has had unrestricted access to 
official records. Efficient administration depends to a great extent 
upon enlisting the full cooperation of both applicants and other persons who are Interviewed In relation to the establishment of
eligibility; this cooperation can only be assured where there Is 
complete confidence that the Information obtained will not be 
used in any way to embarrass the individual or jeopardize his In­
terests. Similar considerations are involved In safeguarding the 
names and addresses of recipients and the amount of assistsnce
they receive. Experience has proved that publication of this in­
formation does not serve the avowed purpose of deterring ineligible 
persons from applying for assistance. The public interest Is amply
safeguarded If this Information is available to official bodies. 

MrY. President, failure to observe these principles resulted 
in conditions nothing short of a public scandal In the State 
of Pennsylvania during last year. Surely there is no place 
for political partisanship in the administration of social-
security legislation. It stL)uld not be tolerated. 

While the bill is not Just exactly as I should prefer to 
have It, I shall nevertheless vote for its passage.

Mr. scHwELLENBACH. Air. President, day before yes­
terday, when committee amendments were being discussed 
and acted upon, I raised an objection to an amendment on 
page 42, after line 6, which refers to the fishing Industry 
and eliminates from the provisions of the act those em­
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ployees engaged in the catching, taking, harvesting, culti-
vating, or farming of fish, shellfish, and so on, and fixes a 
limitation of 400 tons for ships excluded by the amendment. 

The Senator from Mississippi [Mr. HARtaisosr] agreed that 
the amendment might go over to the next day, and then, 
through a misunderstanding on his part because of a con-
versation I had had with representatives of a department, he 
thought I was satisfied with the amendment, and it was 
agreed to. Then another amendment, on page 71, line 13,
which covers the sazm& subject, was also adopted. 

Mr. President, I have not agreed to the amendment, but 
I shall not now, because of a conversation which the Sen-
ator and I had yesterday, ask for a reconsideration of the 
vote by which the amendment was agreed to. 

My understanding with the Senator from Mississippi is 
as follows--and if I am incorrect, I am sure he will correct 
me: That he will pr~sent the facts concerning the fishing
industry so far as I have been able to ascertain them, and 
since this is a Senate amendment and will be subject In its 
entirety to negotiations between the Senate conferees and 
the House conferees, the Senate conferees will attempt to 
work out such modifications of the amendment as will meet 
the situation which I present, and will also take care of the 
situation which was intended to be taken care of by the 
Finance Committee when the amendment was included in 
the Finance Committee's report of the bill to the Senate. 

On that basis I am willing at this time to have the clerk 
read the amendment which I would propose if it were not 
for the agreement with the Senator from Mississippi. My 
present idea is to have the matter worked out. It may be 
that the, conferees will find that my amendment is not prac-
ticable, and under the assurance of the Senator from Missis-
sippi I am certain that if that is so, the conferees will work 
out something which will meet the other situation and will 
not meet the situation with which the committee was con-
fronted when the amendment was included. 

The PRESIDENT pro temnpore. The clerk will state the 
amendment suggested tby the Senator from Washington.

The CHIEF CLERK. On page 42. it is proposed to strike out 
the committee amendment in lines 7 to 17, and in lieu 
thereof insert the following: 

(14) Service performed by an Individual In connection with the 
catching. taking, harvesting, cultivating, or farming of any kind
of fish, shellfish, crustacea. sponges, seaweeds, Or other aquatic
forms of animal and vegetable life. In the'employ of a person who 
does not on any one day during the par& period In which such 
service Is performed have in his employ five or more persons en-
gaged in rendering such service; or. 

On page 71, to strike out the committee amendment in 
lines 13 to 23 and insert in lleu thereof the following: 

(14) Service performed by an Individual In connection with the 
catching. taking. harvesting, cultivating, or farming of any kind 
of fish, shellfish, crustacea, sponges, seaweeds, or other aquatic

forms of animal and vegetable life, In the employ of a person who 

does not on any one day during the pay period in which such 

service is performed have in his employ five or more persons en-

gaged in rendering such service, or 

Mr. sCHWELLNBACH. Mr. President, the situation with 
which the committee was confronted was that there are in 
certain parts of the country fishermen employed in very
small operations. A father will own a little fishing boat, and 
he will work on It, and perhaps have his scn or two of his sons 
working with him. The nature of the olx-ration is such that 
the committee did not feel that it would be possible to prac-
tically administer the act in reference to those people, and 
the committee felt it Probably would work a great hardship
in reference to that type of operators to have them come under 
the act, 

I have no quarrel with that position. However, the amend-
ment submitted by the committee would go much further than 
that. According to the figures taken from the 1930 census 
there were at that tune approximately 12,207 people em-
ployed in the fishing Industry in the United States. The esti-
mate of the Social Security Board as to the effect of the 
committee amendment is that it would eliminate from the 
operation of the act at least a hundred thousand of these-
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129,000 people. Clearly the committee did not Intend that 
sort of an amendment. 

The committee included the 400-ton standard because they
thought that would take care of the situation. and the Board 
has furnished me figures to the effect that upon the basis of 
the elimination of vessels of less than 400 tons, of the 80,500 
fishermen whose employment is directly upon ships which 
are under registry, there would be only 530 of the fishermen 
who would come under the act, and the remainder would all 
be eliminated from the operation of the act. I think, clearly
the committee did not have any intention of creating that 
sort of a situation. 

I then tried to figure out whether or not the 400 tons was 
too high, and whether it would be possible to get it down to a 
50-ton basis, and I asked for the figures upon that basis. I 
found that that would bring about this result-that out of 
28,000 Involved 22,000 would be excluded, and only 6,000 
included. 

Upon the basis of the ships themselves, the Bureau of Fish­
eries, in the Department of Commerce, estimates that there 
is a total of only seven ships operating in the fishing industry
which would be under the operation of the act if the Senate 
amendment were enacted in its present form. There are two 
whaling vessels, one cod vessel, four sardine or pilchard re­
duction plants. Clearly there is no intention upon the part
of the committee, and there would be no intention upon the 
part of the Senate to have that situation result from the 
final acceptance; of the Senate amendment. 

Looking at the figures of the merchant-marine statistics for 
the year 1938, the total number engaged as seamen on these 
ships operating In the fishing industry is 24,437. I do not 
know what percentage of the 24,437 are employed upon the 
7 ships to which I have referred, but clearly the number 
who are employed on the 7 ships is a very small and Infini­
tesimal percentage of the total number of 24,437. 

I place these facts in the RECORD so that my position may be 
made clear. We have no objection to the committee taking 
care of the situation which was contemplated by the Senator 
from Mississippi and by the Finance Committee, but I feel 
sure that they do not want to have all of these people-if
100,000 out of 129,000 is the correct number--eliminated from 
the operation of the act merely for the purpose of taking care 
of a comparatively small group of people throughout the 
country who operate their fishing industry upon the basis
which the Senator from Mississippi contemplates.

I should like to have the Senator from Mississippi state 
the position he, at least, would take on this question in the 
conference. 

Mr. HARRISON. Mr. President, the Senator from Wash­
ington and I are in thorough accord as to what has happened
with reference to this amendment, and I am delighted that
 
he has given these facts for the REcoRD, and has presented

this amendment, which he is not going to press, I under­
stand, but which will receive the consideration of the confer­
ence committee because the matter will be In conference, 
We want to be helpful in the matter that Is presented by the 
Senator from Washington, and there is no conflict in our
 
views with reference to it. I give the Senator every assur­
ance that the amendment which he has offered will be given

consideration when the bill goes to conference.
 

Mr. SCHWELLENBACH. Mr. President, if I may I should 
like to ask for a little stronger statement than as to con­
sideration. I think the Senator will recognize that in face 
of the facts, if I merely presented an amendment or opposed
the Senate committee amendment, the Senate itself would 
not accept the Senate committee amendment as It has been 
adopted. 

Mr. HARRISON. I am Iin thorough accord and sympathy
with the Senator's position, and. as I understand, he is in 
further conference with various individuals Interested in the 
subject of this amendment and. so far as I am concerned, IE 
shall make an effort to have the amendment, which I under.. 
stand will be further clarified, Included in the conference 
report. 
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Mr. SCHWELLENBACH. I thank the senator. I send to 

the desk an amendment on another phase of the bill, which 
I have had printed, and which I ask to have reported, 

The PRESIDENT pro tempore. The clerk will state the 
amendment. 

The CHIEF CLERK. it is proposed, on page 2, to strike out 
beginning with line 19 down to and including the word 
"assistance" in line 20, and in lieu thereof to insert the 
words "take into consideration the income of an individual 
claiming old-ag-e assistance, but shall not deny old-age assist-
ance to any individual because he owns real property having 
a value no'. in excess of $2,500 or because he owns personal 
property having a value not in excess of $500 or because other 
persons are under a duty to furnish support to such indi-
vidual"; on page 2, line 24, before the period, insert a semi-
colon and the words "and (9) effect-Ave July 1, 1941, provide 
for a determination upon each claim for old-age assistance 
within thirty days from the time of filing application; and 
(10) effective July 1, 1941, provide that no individual shall be 
required, in order to receive old-age assistance, to convey or 
give any lien upon any properly owned by such individual, 
and provide that in the absence of fraud and deception there 
shall be no recovery from the estate of any deceased indi-
vidual with respect to old-age assistance received by such 
individual": and on page 3, line 12, strike out "sixty-five" 
and insert in lieu thereof "sixty." 

Mr. SCHWELLENIBACH. Mr. President, during the last 
few days the Senate has had under consideration three dif-
ferent amendments involving the quest~on of amount. The 
statement has been made by many Senators that it was of 
Extreme importance that the bill be amended so as to change 
the amount. The argument has been used that it is neces-
sary and desirable to do this because of the fact that if it 
were not done dissatisfaction with the act would be such as to 
result in an entirely different system, which is held by some 
who have discussed it to be more or less of a threat. 

I recognize that the question of amount is of importance, 
and I believe that, insofar as we possibly can make them, 
increases in amount should and must be made. But if we are 
interested in the question of dissatisfaction, the possibility of 
the perpetuation of a social-security problem in the country, 
it is of equal if not greater importance to see that what may 
seem to be minor matters are adjusted so as to be satisfactory 
to those with whom the Social Security Board is working, 
either d'rectly or through the State agencies, 

The question of satisfaction with a piece of legislation 
usually depends first upon what it contains, But of equal, 
if not greater, importanice, it depends upon the way in which 
it is administered: and if there are in the act possibilities 
for administration which will result in dissatisfaction, it seems 
to me of supreme importance that they should be eliminated, 
While my amendments do not involve the question of amount, 
they do involve questions which my experience has shown 
will probably result, as they have resulted in the past, in more 
dissatisfaction with the old-age pension system, the social-
security system, than any question of amount, 

Take the first part of the amendment, which refers to the 
question of need. The administration of the act, so far as 
the poss'ble recipient is concerned, in most of the States of 
the Union, at least, has been through the medium of trained 
social-service workers. There are a good many people who 
take one side and a good many people who take the other 
side of the argurment as to the fitness of trained social-service 
workers in handling this kind of an activity, 

We must admit that the trained social-service worker does 
have a background which enables him or her more carefully 
and probably more scientiffically to examine the caes At 
the same time we must admit that the trained social-service 

workr loksupo whch h on-theprolemwit orsheis 
froned inckauifern th andbI thinhinwsightl leso s comni-

fronedann I hin slghty lss hman-adiferen in 
tarian way than does the average citizen. It may be it is 
simnply because such workers have had so much experience 
along that line that they do not impress those with whom 
they deal as having that humane sympathy which other 
people might have toward the problem 
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But we have a general definition of need. We say that 

these people must be in need in order to participate in the 
program, and the sccial-service worker goes to the house and 
she makes an examination of the family. She asks innumer­
able questions. Many of the questions are viewed by the 
person in the family who is interviewed as being impertinent, 
as being none of the business of the social-service examiner. 

Then the social-service worker finds, perhaps, that an indi­
vidual over the age of 65 has, as a result of saving through the 
years, acquired a piece of real estate or acquired a home. The 
chief criticism that is made generally of the establishment of 
old-age pensions IS that it will remove from those who are 
thinking that possibly they will be participants in the social-
security program when they reach old age the Incentive to 
save their money; that it will take away from them the in­
centive to thrift, and bring about on the part of our people in 
the future such a frame of mind that they will never want to 
save any money, for they may say the Government will take 
care of them when they are old, and therefore it Is needless 
and not desirable to save any money. 

That is the stock argument whi~ch we hear against the 
establishmnent of old-age pensions. Yet, in the measures 
which we have enacted in the past, by leaving leeway to those 
who administer the acts, we have done the most important 
thing to bring about that situation by giving to the admin­
istrators the right to say to the old person who has saved a 
little money and has been able to get for himself and his wife 
a home worth $3,000, $4,000, or $5,000, that because he has a 
certain amount of money or of property, therefore he cannot 
get the pension unless he conveys the title to the Government 
and gives the property to the Government, 

That strikes directly at incentive toward thrift. If, in ad­
dition to providing an old-age pcnsion when people get old, 
we say that he or she must be a pauper in order to get it, then 
certainly there is no incentive toward saving a little money 
in order to obtain a home in which to live. Certainly an old 
man or woman should not be penalized because he or she has 
been sufficiently thrifty possibly to save sufficient money with 
which to buy a home for $2,500, or which at the time it was 
acquired had a value of $2,500. So one part of the first 
amendment provides that an exemption of $2,500 in real 
estate shall be allowed, and that that shall not be taken away 
from the possessor. 

The second part of the amendment provides that old peo­
ple shall be allowed to have $500 worth of personal property. 
Here again, while a saving of $500 may not seem so much to 
the Members of this body, the saving of $500 and its posses­
sion at the age of 60 or 65 years does seem of importance 
to a great many people. If. we are going to tell these people 
that they cannot even have $500 if they are to be eligible to 
receive the old-age pension, then certainly we are playing 
right into the hands of those who say that we should not 
provide any pensions at all because they take away all 
incentive toward thrift. 

I present the proposal not merely upon the basis of hu­
inanity. Certainly there is not anything humane in saying 
to these people, "If you desire to participate you cannot par­
ticipate if you have $2,500 worth of real estate or $500 in 
cash or personal property of any kind." There is nothing 
humane about that kind of a provision. 

The fact is that those who have administered this act in 
the past on the basis that it was necessary to show need have 
assumed that they had a right to say if aged people had any­
thing at all they were not entitled to participate under the 
act. 

The purpose of the first amendment is simply to provide 
that in determining need the board shall-

Take into consideration the income of an Individual claiming 
old-age assistance, but shall not deny old-age assistance to any 
endceidua because he owns real property, having a Value not in 
e 'S of$2,500 or because he owns personal property having a value 
not in excess of *500 or because other persons are under a duty to 
furnish support to such Individuali. 

Referring to the last part of the amendment, it does not say 
arbitrarily that the son or the daughter who is in ,aposition 
to assist the father or the moth&r may completely evade alU 
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responsibility. It does not completely destroy any responsi-
bility upon the part of the family. But it does say to the 
soctal-service worker, "You are not in a position to say to the 
father or motner, 'You have a son or a daughter who can 
support You, or could support you, and therefore you must 
be supported by them-' Ithere 

I. do not know of anything more cruel than, for example, 
placing a mother-in-law or a father-in-law on the support of 
a married son or daughter where there is, as many times hap-
pens, severe friction between the daughter-in-law or the son-
In-law and the father-in-law or mother-in-law. I know in 
MY State it is the position of the State department which 
administers the law that if there Is any possibility that the 
son or the daughter or other relative Is in a position to take 
care of the parents, then they are to be arbitrarily cut off. 

My amendment takes care of the general situation by per-
mitting and compelling the Administrator to take into con-
sideration the other possible sources of income of the person 
who is eligible for old-age benefits, but it does nct place upon 
the person administering the law the right to say arbitrarily, 
"You cannot get any money because of the fact that you have 
a relative who can and who possibly should take care of you." 

Mr. President, I think it is true of perhaps 90 percent of 
our people that they would not under any circumstances 
permit their fathers or mothers to secure an old-age pension

tae cre o thm. 
a percentage of people who do not have that attitude of 
mind, and it is a condition which we all recognize, a condi-

whilt thy ae abe owevr, her is 

tionwhihreognze.Iw mus 
reognze.amendment 

It seems to me that if we are to have a social-security 
program as a permanent policy in the United States, now 
Is the time to protect against such situations, which result In 
more dissatisfaction with the measure than any provisions 
in It relating to money. 

The next amendment is, on page 2. line 3, which provIdes 
for a determination upon the claim within 30 days Of filing 
application. I do not know how the situation is generally 
throughout the country. I have mentioned this matter to 
a number of the Members of the Senate, and those with 
whom I have discussed Ift have said that the same situation 
exists in their States as exists in my own State. 

The period of time between the filing of the application 
and action upon the application extends month after month, 
and even into a Year, and sometimes up to 18 months or 
2 years. How very much better it would be for a person who 
has an application on file which is to be rejected to have it 
rejected within a reasonable period of time, rather than to 
have it delayed month after month. I will admit that 
during the first year of operation there probably was very 
great justification for delay; but the law has now been in 
operation sufficiently long so that there is no justification for 
the administrators of the act to say that an applicant for 
old-age assistance or an old-age pension cannot have a 
determlination. of his application within a period of 30 days 
after the application is filed. If we make the process speedy, 

tionwhih w mus 

we shall eliminate one of the greatest causes of dissatisfac-
tion. While I am in Washington I receive two or three 
letters a week from applicants, and when I am at home I 
have conversations every day with persons who have filed 
applications for old-age pensions. I am told, "I filed my 
applicat~ion last January, and nothing has been done about 
it. Why do you not do something about it?"~ I explain that 
the state has control of the operation so far as that ques-
tion Is concerned. The applicant says, "Very well; that may 
be true, but the Federal Government furnishes half the 
money, and you represent the Federal Government. Why 
can you not insist that something be done?" 

There Is only one way that the Federal Government can 
insist upon action, and that is to say to the States that If 
they are to receive money from the Federal Government 
they must use reasonable speed in the consideration of the 
applications. I think that question has much to do with the 
dissatisfaction with the present law, 

Mr. LEE. Mr. Presidefit, will the Senator yield? 
Mr. SCHWELLENBACH. I yiekl. 

RECORDL-SENATE 
Mr. LEE. I intend to support the amendments proposed 

by the Senator. With respect to the situation just-referred 
to in the Senator's own State, the same situation is true in 
Oklahoma. However, in justification of those who administer 
the law it may be said that the case load is so heavy and 

are so many more applicants than can be taken care 
of that the social workers cannot get around to all of them 
in a short time. As I pointed out Yesterday, for every 
social worker there are perhaps a thousand clients who 
must be interviewed to find out their economic status. 
With a thousand clients to each social worker, if the worker 
gets around even once a year to check the rolls, more than 
three clients a day must be interviewed. The problem Is very 
difficult. I believe the solution lies in a complete repeal of 
the State administration, with an outright old-age pension 
which puts everyone of a certain age on the rolls. After we 
have sifted them we find many who are not on the rolls, but 
they are not self-supporting, as the Senator from Wash­
lngton has Just pointed out. They live with relatives. That 
is not an ideal condition. In other cascs they hold jobs 
which they are unable to perform, and which should be left 
for younger people to do. The percentage of those who'have 
attained the age of 60 and are able to sustain themselves 
without jobs Is -co small that in my opinion an outright 
pension which would pay everybody 60 years of age a pen­
sion would effect a great saving in the machinery of admin­
isrtoadheuvralyofheplctonftelw 
would result in greater satisfaction. 

appreciate the fact that the Senator voted for the 
which I proposed yesterday, which would have 

accomplished the object I have in mind. I presume the 
Senator is doing as I am doing. If you cannot get a whole 
loaf, take a half. If you cannot get a red bird, a blue one 
will do. We should get the best we can out of the law, and 
improve it all we can. I feel that we have made some ad­
vance. We are providing a pension for those who -have 
never had one before, and we are considering a great prob­
lemi. I wish to say to the Senator that I shall support his 
amendments, and that I favor the efforts of all Senators 
who are undertaking to improve the law, which is a com.­
plicated statute because we are trying to solve a complicated 
problem. 

Mr. SCHEIVELENBACH. I thank the Senator from Okla­
homa for the statement he has Just made. So far as delay 
being justified because of the number of applications, I will 
say that for the first year or year and a.-half I accepted 
that argument by the various State agencies and apologized 
for them. I thought they were doing the best they could. 
However, I do not think that situation any longer exists. 
I believe the time has now come, the law having been in 
operation for a considerable length of time, when it should 
be possible, and it must be made possible, for those who have 
applications before the administering agencies to be given 
a decision upon their applications within a period of 30 days 
after the application is filed. 

The second part of the second amendment refers to claims 
against the estates of individuals who have been recipients 
of old-age pensions. It provides that only in cases of fraud 
may a claim be laid against the estate of an individual. 
As I pointed out in reference to the first amendment, we 
are not helping the general cause of social security or the 
cause of old-age pensions by permitting those who admin­
ister the law to take away from those who have a little 
property the property which they have. If the adminis­
trators do not succeed in obtaining the property while the 
individual Is alive, they succeed after he is dead by laying 
a claim against his estate. - Certainly if there is any fraud 
or deception of the Government on the part of these indi­
viduals, the Government is entitled to obtain the property; 
but, in the absence of fraud, there should not be the con­
stant threat of filing liens against property and laying claims 
against the estates of individuals. 

The third amendment is with reference to the question 
of age, and reduces the age limit from 65 to 60. Those who 
are familiar with the long movement in this country in be­
half of old-age pensions know that In the beginning It was 
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anticipated that the age of 65 was probably the proper age

at hic ol-ag houd ommence.pametth o pnsins
at wichthepayentof houd cgeneralld-ae pnsins

I think undoubtedly 20 or 25 years ago that was the proper 
age. However, anyone familiar with economic and Industrial 
conditions in the country and the changes which have taken 

ththrehs bcen
place in the past 20 years must recognize taterhaemployment 
a direct relationship between the general changes and the 
age at which people are no longer able to work. There is. 
and has been, a terrific movement in the country toward the 

- sustiutin fr th laor f idiviual. Ire-ofmacineysubsituion formchieryhe aborof ndiiduas. re 
member reading a survey of the automobile industry, made in 
1934. It was made as a result of the National Industrial 
Recovery Act. The findings of the committee showed that 
in the production or automobiles the average age of those 
employed was 31 years, and that young men coming into the 
automobile industry at an early age were unable to carry on 
their work after they had reached the age of about 35. 

There has been a very definite and very certain reduction 
in the age at which people are eligible for employment. J1do 
not think that the reduction in age from 65 to 60 would mean 
any material loss to the Treasury of the United States. I do 
not think it would materially increase the expenditures 
which the Federal Government and the local governments 
must make, because I think the facts conclusively show that 
those who would be eligible under the reduction in the age 
limit and who would participate in an old-age pension be-
twcen the ages of 60 and 65 are those who are already secur- 
ing assistance from some form of relief or work relief, in many 
instances in a larger amount than the amount which they 
,would receive under an old-age pension. We shall very 
shortly reach the time when we must recognize such a change 
in our industrial and economic forces as to require that 
those above the age of 60 be recognized as eligible for old-
age pensions, old-age benefits, and old-age assistance. 

It seems to me that all three of the amendments which I 
have introduced, and which I am now asking the Senate to 
adopt, go to a point which has created more friction, more 
dissatisfaction, and resulted In more aggravated cases of 
complaint than any of the other questions involved in the 
policy of social security. In my opinion, the adoption of 
these amendments is absolutely essential, not merely to pre­
vent what was described yesterday as a threat of something 
wvhich would involve much more money than the Soosia 
Security Act. I think that unless we take care of the situa-
tions involved in my amendments we shall see a break-

downof he ocia-seuriy sytemin his ounry.lic,
down f th sysem thiwhichry.ofsccal-scuriy i 

Iurge that the Senate adopt the three amendmcnts, wih 
may seem to be minor in importance, but which, nevertheless, 
reach points which are more likely to cause trouble than anyothe poits thewholsysem.2.i

othewolesysem.3.pontsin he 
The PRESIDING OFFICER (Mr. JoHesow of Colorado in 

the chair). Does the Senator desire to have the amendments 
voted upon en bloc? 

Mrr. SCHWELLENBACH. Yes; Mr. President. 
Mr. HARRISON. Mr. Pres~dent, the amendments of the 

Senator from Washington were considered by the Finance 
Commtteedidnotrecevebu he aproal o th com 

inittee. We felt that eligibility for assistance to needy aged 
people was a question for determination by the States. That 
was the theory upon which the legislation was first passed; 
and if we now start to make a change, the problem will be 
constantly before us 

I hope the amendments will be rejected. 
The PRESIDING OFFICER. The question is on agreeing 

to the amendments offered by the Senator from Washing-
ton [Mr. SCHWELLENBACH]. 

The amendments were rejected. 
Mr. WAGNER. Mr. President, there is an amendment at 

the desk which I now offer for the consideration of the 
Senate.Dembr 

ChePRSm.N On CR hegeden wl e 
sthted.g 1,a teedo hebli 

proposed to insert the following: 
Smc. 908. (a) There Is hereby authorized to be establise 

the Committee on Finance of the Senate and the C mteeon 
Ways and Means of the Rouse of Representatives, in cooperation, 

RECORD-SENATE JULY 13 
'w'ith the Social Security Board, an Advisory Council on Unemn.
ployment Insurance, representing-employers, employees, and the

public, to study and report to sald committee on the 1o1­
lowing matters concerning unemployment insurance: 

I. Scope and coverage. 
2. Amount, character. duration, and Qualification for benefits. 
3. Advisability and nature of Individual employer and State un.

experience ratings for tax purposes.
4. Size, character, adequacy,,and disposition of reserves. 
5. Source, character, and method of financing. 
6. Coordination of uncmployment insurance with relief, work 

relief, and other programs for alleviating economic distress amongthe unemployed. 
7. Pertinent experience In -the operation and administration of 

existing unemployment-insurance laws.8. Any other mattei-s whlch either of the Rbove-mentioned com­
mitte rteSca euiyBadmyde eeatt h 
inquiry. 

(b) The Social Security Board shall furnish all necessary technieal 
assistance In connection with- such study. 

Mr. WAGNER. Mr. President, the amendment I have Just 
offered establishes an Advisory Council to study and report 
on the problem of unemployment insurance in the United 
States, with a view to improving and perfecting the pro­
visions of the Social Security Act in that regard. The amend­
ment was submitted to the Committee on Finance. Al­
though it was too late to-be included in the committee re­
port, the amendment has-received the unanimous approval 
of the committee. 

Mr. HARRISON. Mr. PresIdent, the Senator is correct. 
The Finance Committee authorized me to accept the amend­
ment when the Senator from New York offered it. So it has 
the approval of the Finance Committee. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from New York 
[Mr. WAGNER). 

The amendment was agreed to.
 
Mr. WAGNER. Mr. President, I offer another amend­

ment. 
The PRESIDING OFFICER. The amendment will be 

state. 
The Cmzar CaExzi. At the end of the bill, following the 

amendment last agreed to, It is proposed to insert the 
following: 

SEc. 909. (a) There Is hereby authorized to be established bythe Committee on Finance of the Senate and the Committee on
Ways and Means of the House of Representatives, In cooperation 
with the Social Security Board~-an--A~dvisory Council on Miability 
Benefits, representing employers, employees, and the general pub-

to study and report to said committees on the establishment
disability benefits tinder the Social Security Act as amended,

with particular reference to the following: 
1. Relationship of disability Insurafice to other forms of social 

insurance.
Scope and coverage.
Amount, character, duration, and qualification for benefits. 

4. Source, character, and method of financing. 
5. Pertinent experience In the operation and administration of 

existing disability-insuirance systems, public and private.6. Coordination of disability Insurance with relief and other 
programs for alleviating economic distress among the disabled. 

7. Rehabilitation services. 
8. Any other matters which either of the above-mentioned com­

rnttees or the Socia Security Board may deem relevant to the 
(b) The Social Security Board shall furnish all necessary tech­

nical assistance in connection with such study. 
Mr. HARR'ISON. Mr. President, the purpose of this 

amendment is similar to the purpose of the amendment just 
offered by the Senator from New York and approved by the 
Senate, except that it relates to disability benefits. 

Mr. WAGNER. The amendment authorizes a similar 
Advisory Council to study and report on the establishment 
of disability benefits under the Social Security Act as 
amended. Payment of such benefits In connection with the 
old-age-insurance system has already been approved In 
principle by the Advisory Council which reported last 

Mr. HARRISON. There is no objection on the part of 
the comrnfttee to the acceptance of this amendment, 

The PRESIDING OFFICER. The question Is on agreeing 
toy~thWmnmn fee yth eao rmNwYr 

r. WAGNU.
 
The amenudment was agreed to.
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AMENMENTOFscIA SEC~iTYACTSzc. 
AMNINZ"F SCIALSEC~rrYACTAct 

The Senate resumed the consideration of the bill (H. H. 
6635) to amend the Social Security Act, and for other pur-. 
poses,

Mr. D)OWNEY obtained the iloor, 

L3X=V-4U
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Mr. GEORGE. Mr. President, will the Senator from Cal-

Ifornia be gccd enough to yield to me to offer two amend­
ments, which I think will occasion no debate? If they should. 
I will withdraw them, so that the Senator from California 
may proceed.

Mr. DOWNEY. I1yield.
Mr. GEORGE. I offer an amendment that has been ap­

proved by the committee. It relates to the revenue act, but 
the amendment Is very brief and self-explanatory. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The CHIEFr CLEMK At the end of the bill following the 
amendment last agreed to it is proposed to insert the follow­
ing- new section: 

Sec. _. Subsection (d) of section 602 of the Revenue Act of 
1936. as amended (relating to floor stocks adjustment), Is amended 
by striking out "January 1, 1937" and Inserting in lieu thereof 
"January 1. 1940." 

Mr. KING. Mr. President, will the Senator yield?

Mr. GEORGE. I yield.
 
Mr. KING. Obviously this is a matter dealing with the
 

revenue, and I was wondering whether it Is appropriate to 
be attached to the pending bill and whether or not it will 
provoke a ccntroversy with the other House? 

Mr. GEORGE. I do not think so, I will say to the Senator, 
because it was intended by an amendment which was adopted 
to the Revenue Act to Cover this particular matter. It was 
more by inadvertence than otherwise that it was omitted. 
The matter was submitted to the Committee on Finance, 
and the ccrmlittee in considering the Social Security Act 
authorized the amendment to be offered from the floor. 

Mr. ]KING. What is the purpose of the amendment? I 
was not In the committee when the matter was under con­
sideration. 

Mr. GEORGE. I will explain~ t In a word. The amend­
ment is to give merchants holding floor stocks the same 
pcriod within which to fille claims for refunds as was given 
to processors by the amendment to the recent Revenue Act. 
This group was overlooked when the tax bill was under 
consideration. 

Mr. KING. Would this meet with the approval of the 
Troasury Department? 

Mr. GEORGE. I do not know. The Finance Committee 
adopted an amendment to the revenue act extending the 
time within which those who had paid the tax might file 
claims for refunds. This amendment simply permits a mer­
chant who has the goods on hand to have the same period
within which to file his claim for refund. 

M~,r.KCING. Is there any considerable number of those 
who would avail themselves of the benefits of this pro­
vision? 

Mr. GEORGE. Yes; there are a considerable number, but 
their claims are very small as a rulle, and, under the rigid 
requirements of the law, very few of them can prove that 
they have not passed on the tax. 

Mr. KING. I zhall not object, but I regret that It has not 
been considered more carefully. 

The PRESIDING OFFICER. The question Is on agreeing 
to the amendment cffered by the Senator from Georgia.

The amendment was agreed to. 
Mr. GEORGE. Mr. President, there Is another revenue 

matter embodied in the amendment which I am offering on 
behalf of the Senator from Maryland [Mr. Tyllnos], who 
is not present in the Chamber. While some technical lan­
guage is used in the amendment, I should be very glad in one 
or two sentences to explain what its purpose is. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The Clmp~ Cwuc. At the end of the bill following the 
amendment last agreed to It Is proposed to insert a new 
section, as follows: 

-. (a) The provisions of section 213 (f) of the Revenue 
of 1939 shall apply without regard to the exception therein 

provided, If (1) the taxpayer In the determination referred to In 
such exception is a corporatIon: (2) such determination Is by a
decision of the Board of Tax Appeals or of a court; (3) under the 
law applicable to the taxable year in which the exchange occurred. 
the basis of the property, acquired upon the exchange fromn the 
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taxpayer by the party, assuming a liability of the taxpayer or 
acquiring the property subject to a liability. is the cost to such 
party of the property acquired upon the exchange; and (4) the 
taxpayer In pursuance of the plan of reorganization effected a corn- 
plete liquidation Immediately subsequent to the exchange, 

(b) No overpayment determined to have been made for any
taxable year by reason of the provisions of paragraph (a) of this 
section shall be refunded or credited unless a claim for refund 
is filed within the period of limitatIons otherwise provided by law 
for filing a claim fox~refund for such taxable year, or within 1 
year from the date of enactment of the Revenue Act of 1939. 
Whichever of such periods expires the later. 

Mr. GEORGE. Mrt. President, considerable technical lan-
guage is used in the amendment, It being necessary to use it 
in order effectively to amend the revenue act so as to meet the 
situation in contemplation. The amendment applies only to 
one single instance, and is intended -,o apply to only one case 
that was discussed at very great length by the Finance Corn-
mittee at the time the revenue act was under consideration. 
It simply permits one taxpayer the privilege of filing a claim 
for refund, although there had been a final court decision in 
his case. Inasmuch, however, as the Government itself asked 
that the rule which had resulted from the decision favorable 
to the Treasury should be abrogated for all other taxpayers 
by an amendment to the revenue act, it was deemed just and 
equitable that it be abrogated in the case which actually went 
to final adjudication. That is, the decision being favorable 
tc the Treasury, and the Treasury asking that the decision 
be upset, it was felt that this condition presented a strong 
equitable reason for offering this amendment. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Georgia. 

The amendment was agreed to. 
Mir. HARRISON. Mr. President, will the Senator from 

California yield to me to offer some clarifying amendments? 
Mr. DOWNEY. I yield for that purpose. 
Iir. HARRISON. I wish to offer certain amendments 

which are clarifications of certain language which appear in 
the bill. One is on page 4'7. line 2. I send the first amend-
ment to the desk afid ask to have it read by the clerk, 

The PRESIDING OFFICER. The amendment offered by 
the Senator from Mississippi will be stated. 

The CHIEF CLERK. On page 47, line 2, It is proposed to 
insert the following new sentence: 

In any case where an Individual has been paid In a calendar year
$3,000 or more in wages, each quarter of such year following his 
first quarter of coverage shall he deemed a quarter of coverage. 
excepting any quarter in such year in which such individual dics 
or becomes entitled to a primary insurance benefit and any quarters 
succeeding such quarter in which he died or became so entitled. 

Mr. HARRISON. Mr. President, the change from an 
annual to a quarterly basis for eligibility requires that an 
individual be paid $50 in wages in a quarter for the quarter 
to be counted toward eligibility. Wages is a defined term 
and does not include salary in a.year after the first $3,000 is 
paid. Accordingly an individual receiving $12,000 a year 
might, under the definition, have only one quarter of cover-
age in the year because all the part of his salary which could 
be counted as wages was paid in the first quarter. Under 
the amendment 'he would also have the succeeding three 
quarters in the year counted as quarters of coverage. This 
is merely a clarifying amendment to remove any possible 
ambiguity in this type of situation. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Mississippi. 

The amendment was agreed to. 
Mr. HARRISON. I offer another amendment, which I 

send to the desk and ask to have read. 
The PRESIDING OFFICER.. The amendment will be 

stated, 
The CHIns CLElty, On page 111, line 15, it is proposed to 

strike out the word "No" and insert "Except as provided in 
section 906. no." 

Mr. HARRISON. This technical amendment is necessary 
because the new section 906 inserted by the Finance Corn-
mittee effects the Railroad Unemployment Insurance Act, 
and would therefore be in conflict with the language con-
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tained in this section unless the exception clause were 
iserted. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Mississippi.

The amendment was agreed to.
 

Mr. HARRISON. I offer another amendment, which I
 
send to the desk and ask to have read. 

The PRESIDING OFFICER. The amendment will be 
staed 

The CHIEF CLERK. On page 116, line 14, it is proposed to 
strike out the words "effective January 1, 1939," and insert 
in lieu thereof the following: "as of the effective date thereof, 
and paragraph (4) of section 811 (b) of the Social Security 
Act is repealed as of January 1, 1939." 

Mr. HARRISON. Mr. President, the repeal of paragraph 
(4) of section 1426 (b) of _-Internal Revenue Code as of 
January 1, 1939, failed to taike into account the fact that the 
Internal Revenue Code became effective subsequent to that 
date, with the result that the corresponding provision of the 
Social Security Act which was operative until the code be­
came effective technically may remain in force. The amend­
ment makes clear that paragraph (4) of section 811 (b) of 
the Social Security Act is repealed as of January 1, 1939, 
and that the corresponding but subsequent provision of the 
Internal Revenue Code is repealed as of its effective date. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from MissRisssippi. 

The amendment was agreed to. 
'Mr. HARRISON. I offer another amendment, which I 

send to the desk and ask to have stated. 
The PRESIDING OFFICER. The amendment will be 

stated. 
The CHIEF CLERK. On page 119, after line 23, It is pro­

posed to insert the following: 
Sec. 909. Subsection (h) of section 5 of the Home Owners' Loan 

Act of 1933. as amended, is amended by Inserting after the words 
"United States". where they first appear in such Subsection, the 
following: "except the taxes imposed by sections 1410 and 1600 of 
the Internal Revenue Code with respect to wages paid after De­
cember 31, 1939. for employment after such date." 

Mr. HARRISON. Mr. President, this amendment would 
include under the Social Security Act certain Federal savings­
and-loan associations affiliated with the Fcderal home-loan 
banks, which would otherwise be excluded from the old-age 

insurance, the Federal insurance contributions act and the 
Federal unemployment tax act provisions of the bill as 
passed by the House, since under the Home Owners' Ioan 
Act they are exempt from all taxes imposed by the United 
States. 

Many savings and building-and-loan associations and 
their employees are covered under the Social Security Act at 
present. It is only those which have become affillated with 
the home-loan bank which are exempt, it having been de­
termined that they are instrumentalities of the United 
States. The bill as passed by the House narrowed this ex­
clusion to such instrumentalities as are wholly owned by the 
United States or are exempt from taxes by other provision of 
law and accordingly failed to include these Federal savings­
and-loan associations. 

There seems to be no sound reason for excluding from the 
benefits of the Social Security Act employees of a building or 
savings-and-loan association merely because the association 
has organized itself as a Federal savings and loan associa­
tion. Moreover, the present provision of the bill would per­
mit those associations otherwise included to avoid coverage 
by becoming affiliated with the Home Loan Bank Board. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Mississippi. 

The amendment was agreed to. 
Mr. HARRISON. Mr. President, those are all the clarifying 

amendments .. hat I have to offer. The Senator from Ver­
mont (Mr. AusUiN] has an amendment dealing with a sub­
ject whibh, I am informed, is already covered; but if he 
feels that there is any doubt about it, I am perfectly willing, 
so far as I am personally concerned, to accept his amend­
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ment and let It go to conference. I think the farmers re- I believe that we can get a prompt decision by the unit after' 
ferred to by him already come In the excluded class in the f~inaigterqie eal eadn h ehnc fbt 
bill, timber removal and fire prevention.Thanking you for your courteous assistance. I am.

IMr. AUSTIN. Mr. President, I offer the amendment which Sincerely yours,
 
I send to the desk and ask to have stated. WARREK R. AusT.14
 

The PRESIDING OFFICER. The amendment will be UNsrrED STATES DEPARTmE-,S or AGrmcuLTumZ
 
stated. FOREsT SERVICE,
 

The CHIEF CLERIC. on page 48, line 14, after the comma, It Wa~shinzgton,. January 7, 1939.
 
is proposed to insert the following: Hon. WARREN R. Aus~rx,


Unitedstates Senate. 
Or in salvaging timber or clearing land of brush and other debris DEAR NIR. AusrsN: Reference is made to your letter of JanUAry 5 

left y a urriane.The question of the payment of the social-security tax on labor 
leftby huricneemployed in salvage work In New England was brought to my

On page 74. line 12, after the comma, it is proposed to attention about 10 days ago, and after a discussion over the tele­
insert the following: phone with Mr. Paul. of the Social Security Unit of the Internal 

Or In salvaging timber or clearing land of brush and other debris Revenue Bureau. I arranged with our Boston office to have two 
left by a hurricane. test cases put before the collector of internal revenue In Vermont 

and rushed to the Washington office for a ruling.
On Page 103, line 18, after the comima, It is proposed to It seems obvious that logging contractors are under the social-

Insert the following: security law. but the case of the farmer who may employ one or 
cr two men to aid him in salvaging the hurricane-felled timber 

Or In salvaging timber or clearing land of brush and other debris should not be subject to the social-security tax. Agricultural labor 
left y a urriane.Is not so taxed. A farmer might presumably employ a laborer 
left y a urrianeon his farm, but a part of the farm work would be work In the 

Mr. AUSTIN. Mr. President, In a word, all three of these woodlot, which, under modern practicer of forestry, would require
amendments affect the definition of agricultural labor, that a certain amount of thinning of the stand would be done 

I ask unanimous consent to have inserted In the RECORD each year. If the trees cut were merchantable, such cuttings3WcuId constitute produce from the farm, and the laborer's wages
at this point, for the use of the Senate and of the conferees, shoould not be taxed. Under the present hurricane disarter con-
some correspondence which shows the background and the ditions in certain areas In New England. this farmer might need 
need for these amendments: to employ several men to aid him In reducing flre-hazard con­,ditions In his woodlot. but In that process he would find many

First, a letter from me to E. W. Tinker, Acting Chief of logs wb!ch the Government stands ready to purchase. Under the 
Forest Service, dated January 5. 1939. present ruling by the Social Security Unit, this farmer would be

sbject to tax.
Second, a letter from Payson Irwin, special assistant to uThe first two questions In your letter. I believe. are answered 

acting administratoi, Northeastern Timber Salvage Admin- by the above statement. 
istration, to me, dated January 7. 1939. Your third question asks whether any employees of the North­

eastern Timber Salvage Administration are engaged In logging
Third, a letter from Guy T. Helvering, Commuisslioner, to me, operations. The Salvage Administration stands In the relation of 

dated January 26. 1939. a purchaser of logs delivered to certain storage points. The log-
This correspondence shows the necessity for these amiend- ging operations are carried on either directly by the timber owneror 07 a contractor employed by the owner or contracted for by

ments and the policy of the amendments, the owner. 
The PRESIDING OFFICER. Without objection, the let- In answer to question 4. the Salvage Administration, after thethe RCORDlogs are purchased , is making contracts with sawmill operators to 

ters will be printed InthREOD process the logs. Consequently the milling operation lies coin-

The letters are as follows: pletely outside of the logging operations.


JANuARY 5, 1939. Our sawmill ccntract Is undergoing a complete revision. As
 
E. W. Tmmmx, Esq.. soon as it has been completed I shall be very glad to send you a 

Acting Chief of Forest Service, Washington, D. C. copy. The agreement entered Into by the Salvage Administra-
DEAR MR. TINxER: Referring again to the question whether the tion with the timber owner wIll be sent you as soon as I can 

work of salvaging the wind-thrown timber and clearing of land of secure copies from the Boston office. 
debris caused by the hurricane in New England properly falls I trust this gives you the Information you wish, but I shall be 
within the exemptions from taxation of emnployers and employees: glad to have you call on me at any time for anything further you

The presentation of the claim of the farmers of New England. may wish. 
made on behalf of Vermont and New Hampshire this morning, that Very sincerely yours.
all of this work which is necessary and incidental to restoration PAYSON IRWfIN, 
of the land to agricultural use constitutes agricultural labor, re- Speclal Assistant to Acting Administratfor, 
suIted in a request for further evidence to be furnished to the N~ortheasternI Timber Salvage Administration 
Social Security Unit of the Internal Revenue Bureau. 

Therefore, will you please furnish me with such facts as you W nAshinton zan~uary 3,19. 
can regarding the following points:WahntJnur26199

(1) Wvhether individuals cutting and clearing are In the employ R~on. WAmRES R. Ausame. 
of a farmer or of a contractor; United States Senate. 

(2) Whether the services are performed on or around the land MY DEAR SENATOR: Receipt is acknowledged of your letter dated 
of the employer, or whether they are performed for an employer January 10. 1939. addressed to Assistant Deputy Commissioner 
who clears the land for others. Self. In which the views of the Bureau are requested as to the 

(3) Whether any of the employees are In the employ of the status under the tax!ng provisions of the Social Security Act of 
Government agency, Northeastern Timber Salvage Corporation, services performed in connection with the salvaging of timber and 
vwhich is a subsidiary of the Surplus Commodities Corporation that clearance of land of brush and other debris left by a recent burrn­

wlisethinocs frlg n ubro hc amr a cane. There was transmitted with your letter a communication 
obtinisuan advancemn fof 80g pecntd o thmero value ofatherscalvge dated January 7. 1939. from Mr. assistante Payson Irwin, special
logs.i (Th Commoditiescn slu ofinaned forvahis to Acting Administrator. Northeastern Timber Salvage Adminis-Surplusen Corportion 
purogse wiThe moneyu borrowited forpomatheieonistrciofinancedfrti tration. containing certain Information relating to the manner In 

purpse ithmone te RcontrucionFinnce which the aforementioned activities are conducted. It Is con­borowd fom 
Corporation.) tended that all services performed by employees of farmers in 

(41)Another question asked Is: Are the millers who do the saw- connection with such activities are excepted from "employment" 
Ing. contractors, or do they serve only as a link In the operation of as "agricultural labor" within the meaning of those terms as used 
clearing the land? In titles VIII and IX of the act. This matter was also the subject

(5) if it Is proper that we be furnished with a copy of the of a conference held in the office of Assistant Deputy Cmomms 
type of contract used In both the delivery of logs and the sawing saoner Self on January 5. 1939, at which you and Senator B.idges.
of logs, we should like to have it. of New Hampshire. were In attendance. 

Our attention was called to a ruling, S. S. T. 289: I You are advised that article 6 of Regulations 91, Issued pursuant
"Services performed by an employee on land owned or tenanted to title VIII of the act, reads as follows: 

by his employer In the removal of stumps, brush, etc.. for 1.he "The term 'agricultural labor' Includes all services performed-.. 
purpose of preparing the land for use as an orchard constitute "(a) By an employee, on a farm, in connection with the cul­
'agricultural labor' within the meaning of titles V11U and IX of tivation of the soil. the raising and harvesting of crops, or the 
the Social Security Act. However, services performed on such land raising, feeding, or management of livestock, bees, and poultry;~or 
In cutting, sawing, and preparing timber for market do not con- "(b) By an employee in connection with the processing of art.. 
stitute 'agricultural labor' and are not excepted from 'emnployment~ des from materials which were produced on a farm; also the 
under the act." packing, packaging. transportation, or marketing of thos mate..

This syllabus Is prefixed to a report of a case which clearly rials or articles. Such services do not constitute agricultural labor. 
differs from the salvaging project we have under consideration, however, unless they are performed by an employee Of the owner 
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or tenant Of the farm on which the materials In their raw or 
natural state were produced, and unless such processing, packing,
packaging, transportation, or marketing is carried on as an inci­
dent to ordinary farming operations as distinguished from manu-
facturing or commercial operations.

"As used herein, the term 'farm' embraces the farm In the ordi-
narily accepted sense and Includes stock, dairy, poultry, fruit, and 
truck farms, plantations. ranches, ranges, and orchards. 

"Forestry and lumbering are not included within the exception
granted by section 811 (b)."1

The provisions of article 206 (1) of Regulations 90, Issued pur­
suant to title IX of the act, are substantially similar to the above-
quoted provisions of article 6 of Regulations 91,

In view of the foregoing, the Bureau has no alternative but to
hold that services performed In connection with the cutting of 
timber and its preparation for market do not constitute "agricul-
tural labor" for purposes of the taxing provisions of the Social 
Security Act, irrespective of the fact that such services may be 
rendered In the employ of farmers or that they may be performed, 
In part, for the purpose of reducing fire hazards.,e noThe conclusion reached with respect to the services rendere 
connection with the cutting of timber and its preparation for 
market Is. for the same reasons, applicable to services performed In 
connection with the removal of brush and other debris fromtimberlands since, under the circumstances, such activity would 
appear to be carried on as a part of the lumbering operations,
While the facts submitted are not sufficiently complete to enable 
this office to rule definitely upon the status of services performed
In connection with the removal of brush and other debris from
lands that are used for ordinary farming operations, it would 
appear that such services are excepted from "employment" as 
"agricultural labor" since they are incidental to ordinary farming
operations, provided, of course, that such services are rendered
in the employ of the owner or tenant of the farm upon which 
they are performed, 

The letter dated January 7, 1939. from Mr. Irwin Is returned, a 
copy having been made for the files of this office,

In the event further correspondence relative to this matter is 
necessary, please refer to the symbols A&C: RR: 3. 

Very truly yours. 
Guy T. HELvERmG, Commissioner. 

The PRESIDING OFFICER, The question is on agreeing 
to the amendment offered by the Senator from Vermont [Mr.
AusriNl. 

The amendment was agreed to, 
Mr. DOWNEY. Mr. President-
Mr. LUCAS. Mr. President, I suggest the absence of a 

quorum, 
The PRESIDINIG OFFICER. The clerk will call the roll. 
The Chief Clerk called the roll, and the following Senators 

answered to their names: 
Adams Frazier La Follette Schwellenbach 

Andrews George Lee Sheppard

Ashiu'st Gerry Lodge Shipstead
Austin Gibson Lucas Slattery
Barbour Gillette Lundeen Smith 

Barkley Glass McNaxy Taft 

Bilbo Green Maloner Thomas, Okla. 

Bone Guffey Mead Thomas, UtahBorah Gurney Minton Tobey
Bridges Hale Murray Townsend 
Bulow Harrison Neely Tydings
Byrd Hatch Norris Vandenberg
Capper Hayden Nye Van Nuys
Chavez Herring O'Maboney Wagner
Clark, Idaho Hill Overton Walsh
Clark, Mo. Holman Pittman Wheeler 
Danaher Holt Radcliffe White
Davis Hughes Reed Wiley
Donahey Johnson. Calif. Reynolds
Dowmney Johnson, Colo, Russell 
Ellender King Schwartz 

The PRESIDING OFFICER. Eighty-one Senators have 
answered to their names, A quorum is present,

Mr. DOWNEY. Mr. President, I wish now to move to 
recommit the social-security amendments to the Finance 
Committee for further study of the whole pension and 
savings field, with the objective of enacting a proper na-
tional pension law for the senior citizens of America. In 
support of the motion I desire to discuss the issues here 
Involved under three divisions, 

I1first want to convince the Senate of the United States 
that the present Social Security Act, with the amendments 
proposed, is so unworkable and so unjust and so'-unfair 
that it should fall by its own weight, and should not receive 
the support of any senator, 

Mr. LUNDEEN, Mr. President~, will the Senator yield?
Mr. DOWNEY. I yield, 

RECORD--SENATE JULY 13 
Mr. LUNDEEN. I should like to recall that the day

after the Social Security Act was passed in the House of 
Representatives I delivered a speech on the subject, Social 
Insecurity. That is all we have had out of the law, social 
insecurity.

M.DWEIapeit h otiuino h 
M.DWE.Iapeit h otiuino h

Senator, and I agree with him that the law should rather
be entitled "Unsocial Insecurity" than "Social Security 
Act,"

In the second place, Mr. President, I desire to attempt
to show to this body that a State-Federal matching system
I hlyftl oprdwt hlyntoa ln
i hlyftl oprdwt hlyntoa ln
and under that heading I shall discuss the features of the
so-called Townsend plan, which would bring relief to mil­
lions upon millions of' despairing Citizens between 60 and 65 

g h r o nmlyd uiitd n e years o g h r o nmlyd uiitd n e
graded, facing insecurity and poverty, I shall attempt to
show that an act should be passed paying social dividends 
as a matter of right, not as a matter of cheap charity, to 
everyone past 60 years of age not gainfully employed, and
that the money therefor should not come from an expand­
ing public debt, which we all know will soon crash our 
credit, and with it our economy, but from a proper con.
sumptive tax, equivalent at least to about 2 percent of the
bulk of our business transactions, 

Mr. President, as a third point I shall attempt to show that 
not only is the Townsend plan Justified as strictly a relief 
measure, but that our economy is collapsing because of
lack of consuming power; that it is collapsing because of an 
excess of savings; that at least 90 percent of the economists
in Washington today agree that our economy crashed in 1929
because of stagnant savings, that our economy crashed in 
1937 because of excessive savings, and that it will crash 
within the Immediate future whenever we balance the Public 
Budget, or, at the best, even though we do not do so, within 
a very few years, and that we must move forward to provide 
a system of savings or pensions for our senior citizens which 
will provide the purchasing Power so that our young people 
may work, and so that, in lieu of savings, our senior citizens 
may have purchasing power upon which to live in dignity 
and security. 

Let us first consider the Social Security Act as it now 
stands, with the amendments proposed and accepted by this
body. I say that It Is a law which should not receive the vote
of a single Senator, and I do not believe it would if the Sen­
ators fully realized its futility and Injustice, I am speaking
now only upon two phases of the Social Security Act: First,
that designed to pay pensions to workers past 65 years of 
age, That branch of the law falls into two divisions: First,
payments to workers in covered occupations after they are 
65, flowing from contributions made upon the basis of the 
pay rolls-2 percent for the present; 6 percent within a few 
years. The other section of the bill is the old-age assistance 
division, which we have discussed so much here within the
last 2 or 3 days, which now, as the bill stands, provides foramxmmcnrbto yteFdrlGvrmn pt
amxmmcnrbtto yteFdrlGvrmn pt
$20, to be matched by the States with an equal amount,

Mr. President, I venture to say that never before has so 
illogical and absurd a law been proposed in this body. How 
does it operate? It operates in such a way that the workers 
in the covered occupations, who will have 6 percent of their 
salaries taken away from them in the immediate future, 
and in the far-distant future will receive about one-half the 
Payments we will make to other pensioners as a matter of 
charity or governmental subsIdy. 

There may be some Senator who can Justify that. if there 
is. I wish he would make a statement to the workers of thre 
Nation; I wish he would here and now declare the justice of a 
law which penalizes men who contribute compared with 
those who receive governmental subsidies. If there is 
any Senator who is willing to face the workers of Amer­
ica in the covered occupations, who are to pay 6 percent of
 
their salaries for old-age insurance, and then in the im­
mediate Present receive about one-half what is now paid as
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a matter of charity and one-half of what he can look for-
ward to In 40 years, I think the defense of the law should be 
made by sorme leader In this body who believes in it. 

Mr. President, let me show what we, the Senators from 
California, must explain to our citizens when we return to 
report on this law. The Social Security Board estimates 
that in 1942 the workers In the covered occupations will re-
ceive an average of $26.85. It is my firm opinion that that is 
much too optimistic. I have had independent investigation 
made, and I do not believe the workers in the covered occupa-
tions will receive more than $22 or $23 in 1942 as an average. 
But, in order to avoid argument on that point, I am going 
to take the average contributions which will be received by 
the more poorly paid 80 percent of the workers in the covered 
occupations, which, upon the most optimistic basis, would be 
between $19 and $20. Those figures apply to the 80 percent of 
the more poorly paid workers in the covered occupations. 

Consequently, we from California must return to the State 
of California and report to organized labor and to the workers 
in the covered occupations of California that, commencing in 
1942, if they are 65 years of age and otherwise qualified, they 
will receive an average of $20 under the proposal here pend-
ing; yet we automatically in California, under the amend- 
ment lifting the Federal contribution to $20, will be paying 
$40 to each and every Individual past 65 years who qualifies, 
In other words, the leaders of the majority party are asking 
this body to ratify a measure which will give one-half as 
much to the workers In the covered occupations in 1942, if 
they are single, as we will now give as a matter of govern-
mental subsidy. 

But that is not the worst of it. The measure is even more 
grotesque and absurd. Let us consider it further. If under 
the contributory act the worker is 65 years of age, and is 
married to a wife who Is past 65 years, his allotment under 
the proposed amendments would be 50 percent greater, or 
$30. But in the State of California, as in every other State 
in the Union, and under the rules of the Federal Govern-
mnent, in making contributions for charity we give the full 
amount to both husband and wife, so the measure would 
automatically give to those in California receiving what may 
be called charity pensions who are both married and past 
65, the sum of $80, while we give to the workers of the 
Nation who are contributing, oh, so generously, the sum of 
$30. Could anything-I appeal to Senators--be more un-
fair and grotesque to the workers of the Nation? 

Mr. VANDENBERG. Mr. President, will the Senator 
yield? 

Mr. DOWNEY. I1 yield, 
Mr. VANDENBERG. In other words-and I am now 

agreeing completely with the Senator's challenge-the only 
way you can approach equity between these two things is 
by State penury in respect to old-age assistance? 

Mr. DOWNEY. The Senator is absolutely correct. We 
could only bring about any equality between the two differ-
ent groups under this law by the State of California-and 
I might say almost every' State In the Union-reducing 
Its contributions to its ag- 2itizens. 

Mr. LUNDEEN. Mr. President, will the able Senator 
yield?

Mr. DOWNEY. I Yield 
Mr. LUNqDEEN. The reference by the distinguished 

Senator from Michigan [Mr. Vm~D~xBERr] to the word 
"penury" recalls that the able Senator from California is 
the author of a book entitled "Pensions or Penury"?

Mr. DOWNEY. Yes, sir 
Mr. LUNDEEN. I should like to call Senators' attention 

to that book. Some Senators no doubt have read it. In 
my opinion it is one of the most able statements on the 
present day old-age problem. It is one of the most able 
expositions of social security, that has come to my, attention. 
The title of the book is "Pensions or Penury." and I sin-
cerely hope that Senators and citizens generally will read 
and follow the conclusions of the Junior Senator from the 
great State of California. 
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Mr. DOWNEY. I am very appreciative of the very, cour­

teous words used by the Senator in calling attention to my, 
book. I may say that I have sent a complimentary copy to 
all Senators and many of the Representatives, and I am glad 
to report that most of them have done me the honor to 
read it. 

Mr. President, the measure before us has been held up 
by some as providing a liberalization of the present Social 
Security Act, and I think a majority.of Senators believe they 
are at least making some small step forward by the enact­
ment of the measure. 

Mr. President, nothing could be more false than such a 
belief. When I was engaged in the practice of law there 
was an aphorism I used to employ that "figures do not lie 
but liars figure." What is the justification for a rather 
harsh remark of that kind? It has been stated-and I am 
not criticizing the press for it-that this measure will pro­
vide a liberalization, and particularly in relation to a mar­
ried man, who will receive 50 percent more than the single 
man. I may say that that statement Is true, but let us test 
it and see how fallacious is, the statement as a whole. Under 
the existing law, Mr. President, if a worker in a covered 
occupation for 40 years without mIssing 1 day earned $100 
on an average every month, and paid the 6 percent designed 
by the law, when he was 65 years of age he would, und.!r 
the present law, regardless of his marital status, receive 
$52.50. We. representing the Townsend groups, thought 
$52.50 was too low for a man who had given up 6 percent of his 
salary for 40 years, and never missed a single month's work. 
But this measure reduces that payment 50 percent. or down 
to $35. And there is a corresponding reduction in the pay­
ments to be made to every worker in the covered occupa­
tions after the lapse of 10 years. In other words, this is not 
a liberalization. It is a long step backward, further into the 
land of poverty and degradation and degeneracy. 

Mr. President, under the proposed law, the single man re­
ceives $35 and the married man 65 years of age, whose wife 
is also 65, receives 50 percent more, or $52.75, or 25 cents 
more if married to a womnan past 65 years than he would get 
under the present law. That is liberalization! 

A man who is married, under the proper -conditions, will 
get 25 cents more than under the present law, and a single 
man will get 50 percent less; and if I amnwrong, there are able 
gentlemen here who can challenge my statements. 

That is not the worst of it. The gentlemen who drafted 
and presented this measure, Mr. President, know that there 
will not be 1 citizen out of 100 who will ever get the benefit 
of that 50-percent increase. I do not think one Senator 
within the sound of my voice realizes that, and yet it is true. 
Why is it true? The law says that not only must the man 
be 65 Years of age but he is entitled to the Increase only If 
his wife is 65. That is a joker that would have done credit 
to an insurance-company actuary, because most men who are 
still married, many of them having remarried, at 65 have 
wives who are 5 or 10 years younger; consequently, only a 
limited proportion will get the benefit of it. 

Not only that, but when men reach 65 years of age Heaven 
has taken from almost half of them their helpmates, their 
wives, and they are not married at all. 

That is not the only joker. 
Mr. SCHWELLENBACH. Mr. President, will the Senator 

yield? 
Mr. DOWNEY. I yield. 
Mr. SCHWELLENBACH. Would the Senator mind at that 

point saying whether or not there is a distinction between an 
unmarried man of 65 and a married man whose wife is, say, 
60 or 64 years--under 65 years of age? 

Mr. DOWNEY. I am not aware of any distinction. is the 
Senator? 

Mr. SCHWELLENBACH. No. I was simply inquiring. 
Mr. DOWNEY. No; I know of no distinction. If the wife 

was 60 years of age and the husband 65, they would get the 
$35 in one of the most favorable cases. Mr. President. I 
want it understood that hardly any of them wiln ever get 
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$35 or $52.50; that is, presuming that a man has been In a 
covered occupation, and never missed one pay roll, at an 
average pay of $100 per month, he probably will not receive 
eniouzh to live on. I am merely using the figures given by 
the Social Security Board-the most favorable figues. 

In Mr. Doughton's report is a statement which I presume 
comes from the Sacial Security Board, and I submit that it 
ought to be embalmed as one of the most extraordinary 
platitude of asininity that has ever been published in the 
CONGRESSIONAL RECORD or in our public files, because these 
gentlemen know that that 50-percent increase for married 
workers whose wives are past 65 means practically nothing, 
and they finally admitted that it will not cost any more. 
Why? Because there may not be one citizen out of 100 who 
will get the advantage of it. 

They suggest another reason why this particular benefit 
is still more vital in its application, and I want to quote to 
the Senate from the Doughton report. I am now quoting: 

The supplementary benefit payable an aged wife Is one-half 
the primary insurance benefit of the annultan. 

Now listen-
Because most wIves in the long run will build up wage credits 

on their own account as a result of their own employment these 
supplementary allowances will add but little to the ultimate cos 
of the system. 

I said I was going to read the most extraordinary plati-
tudinous language that has, I think, ever been uttered by a 
responsible social body, and here It is. These gentlemen are 
speaking-and I am still quoting--about the benefits that 
will flow from this great liberalization by which the married 
worker will receive 50 percent more than the single worker, 
and they finally admit that it will mean nothing in dollars 
and cents, but they say-nevertheless it is of great importance. 
Let us read their own language: 

Thee spplmenar ad bt ltte t th uli-alowaceswil 
mate coat of the system. They will, on the other hand. greatly
increase the adequacy and equity of the system-

How?-
by recognizing that the probable need of a married couple Is greater
than that of a single indlividual. 

In other words, this law adds to the adequacy and equity
of the system, because it recognizes that it costs more for 
two to live than for one. As a matter of fact, assuming that 
that is a benefit, and is not known to every man, woman, and 
child in the United States today, it is the only benefit which 
will accrue from the great liberalization for not more than 
1 percent of our citizens past 65 years of age, 

Mr. Piesident, the law has other features which are soI 
unfair and unjust to the workers of the Nation-who some 
day, I feel sure, will learn about them-that it should be 
rejected. 
* Again quoting the figures concerning a man who has an 

average monthly payment of $100 for 40 years in a covered 
occupation, if a man earns $100 monthly for 5 years, he 
receives $26.25. If he works double that time, or for 10 years, 
does he receive double the amount? He does not. He re-
ceives $1.25 more, or $27.50. If he works for 20 years he 
receives $30. If he works for 40 years he receives $35. The 
man who works for 40 years receives $35 and the man who 
works for 20 years receives $30, or $5 less. In other words. 
one of our citizens who is to be Inspired and protected by 
this great law has built up a payment of $30 by 20 years of 
contribution, and he will be encouraged to work for 20 years 
more by being given an additional $5 for the second 20 years' 
contribution. If that worker were not entitled to one cent 
of Interest, if he lived until he was 65 and commenced to 
receive his benefits, -as between the 20-year payments and 
the 40-year payments he would have to live until he was 90 
years of age to receive back even the additional amount he 
paid In during the last 20 years. If we allowed 3-percent 
interest, he would then have to live to be about 125 years of 
age, after he had reached the age of 60, to receive back what 
he had paid in 

Mr. President, if I make any error in my figures I hope 
some Senator will challenge my conclusions, 
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Mr. LUNDEEN. Mr. President. will the Senator yield.
 
Mr. DOWNEY. I gladly yield.
 
Mr. LUNDEEN. Does the Senator mean to say that that
 

is the best the "brain trust" could do? 
Mr. DOWNEY. I should not want to place the responsi­

bility or blame for this law upon any one person. I think 
probably its authors sincerely and honestly believed in It. 
Later, I wish to discuss the state of mind which could believe 
that in a land of imperial wealth, with factories running at 
half capacity and food destroyed so as to become a stench in 
the land; we have to cause our senior citizens to live in 
poverty and degradation. Later, I wish to speak upon that 
feature of the minds which drafted the act. 

Mr. President, the question which Immediately arises Is, 
How could men who evidently know the actuarial business 
have been so prejudiced against the older workers as to deny 
them any justice or decency? Why is it that after a man 
has worked from 10 to 20 years he receives almost nothing 
for the great bulk of the contributions he makes? I will tell 
the Senate why. 

The Social Security Board found that this unhappy and 
miserable plan would result in the literal starvation of
millions of Persons past 65 years of age, who would not be 

t banayrle xetb ute oenetlsb 
able t banayrle xetb ute oenetlsb 
sidies, and borrowed money. So what did the Board do? It 
used the contributions of the younger workers in order to work 
out some liberalization for the older workers, This is exactly 
what was done, and I challenge anybody to oppose It. Under 
the law, the older workers will receive their pensions as a 
result of the contributions of the younger workers; and the 
gentlemen who have challenged the Townsend plan because 
we believe in a consumption tax which would bear upon 
the rich man in proportion to his spending capacity as well 
as upon the poorer man in lesser degree have finally come 
down to a system under which, because of its contradictions 
andfuityhndesotosasormlosofpsoes
who will receive payments in the next 5 years will be paid 
by virtue of the pay-roll tax upon other workers 

There is no possible contradiction of that statement. Un­
-der the Social Security Act We have not only clamped down 
the one kind of tax which whips most strongly against the 
worker, but we have put that tax upon all persons younger
than 40 or 45 in order to provide benefits for persons now past 
65, because we were unwilling honestly and frankly to face 
the problem.L 

Mr. President, the book which I wrote has been referred 
to. Otherwise, I should make no reference to it. In that 
book I referred to this law as pure chicanery arid fraud. I 
wish to give one other example. I could give many others, 
but my time is too limited to do so. 

Under the provisions of the bill as it came from the House, 
any person who did not receive'more than $200 in a given 
year would receive no credit for the tax upon his pay roll. 
That provision has been changed so that unless his earnings 
exceed $50 in a quarter he receives no credit. We have mil­
lions of unfortunate persons in this land--God help them-
who earn $400 or $500 a year, working perhaps a month 
now and a month again, In and out of covered occupations. 
The provisions of the bill virtually mean that we are to tax 
the most miserable, unfortunate people In America on $100, 
$150, or $199 of their earnings; and if their earnings do not 
happen to exceed $200 we are going to take their money away 
from them. That is all it amounts to. Millions of dollars 
will be drained into the Federal Treasury out of the most 
miserable unfortunates in America. 

Mr. President, I know scrubwomen In California who get 
down upon their knees and earn perhaps $20 or $30 a month, 
and who perhaps do not earn more than $100, $150, or $199 
a year; and yet we are going to clamp this 6-percent tax 
down upon them-which is bad enough-and then we are 
not going to give them $1 of credit or $1 of benefit! 

The representatives of the Social Security Board say, "Let 
that washerwoman or scrubwoman live from the time she is 
30 until she is 65, and then we shall take care of her as a 
charity patient, and we shall make up to her what we took 
away from her small earnings In order to help finance the 
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workers of the Nation who are now unable to obtain through 
governmental subsidy the necessary amount upon which to 
live." 

Mr. President, while I am opposed upon econom~c grounds 
to any contributory system at all, I can understand the logic 
of a man who says that the benefits a man receives should be 
in Proportion to his contributions; and that Is what this law 
pretends to provide. Butit is absolutely false and misleading. 
For the next 5 years the older workers will receive several 
times the proportionate amount over the younger workers 
who, as a result of the whole scheme, will gain practically 
nothing through the last 15 or 20 years of their savings, 

Mr. President. I have stated the unhappy position of the 
Senators from California who will have to go back and tell 
the workers of California in covered occupations, that is the 
80 Percent of the more poorly paid ones, that they will receive 
about $20 a month as a result of these liberalizing amend-
mnents, while in California a husband will be receiving $40 and 
a wife $40, or a total of $80. 

Do not let any gentleman say, "Well, we do not care what 
happens In California: it is not our fault if California Is i) 
generous." Do you know, Mr. President, that under this prop-
osition we are agreeing to a subsidy from the Federal Treasury 
for husband and wife of $20 a month each or a total of $40 
a month to a husband and wife who have passed 65 years of 
age. That is more than the great bulk of the workers under 
the contributory system will receive from their contributions, 

Mr. President, let us forget about the contributicas of the 
States. We are proposing under the State-aid plan to give a 
Federal subsidy which will be greater than what will be re-
ceived by the workers under the contributory system. Then, 
when we add the maximum amount paid by the States the 
contributory worker is going to be so anguished and heart-
sick that I am glad that I am not committed to this measure. 
for, doubt not the day will come, Mr. President, when the 
workers of America will realize its iniquity. 

The present law gives to old-age assistance recipients an 
average of a little over $19 a month. The Connally amend-
meat, which the Senate has adapted, plus the $20 amend-
meat we have adopted, will raise that average to about $25 
a month. Let me say that, with the exception of Senators 
from two or three States, every other Senator must go back 
to his State and say to the workers in the covered occupations, 
if this bill shall be enacted, "We have provided for you, the 
workers of America under a contributory system, an average 
of less than is provided as a matter of governmental subsidy." 

It is true that many of the Senators will not be in the 
same extremely embarrassing situation that the distinguished 
senior Senator from California'and I will be in, but the dis-
tinguished senior Senator from Massachusetts and the junior 
Senator from Massachusetts, the Senators from Colorado, 
those from New York, and those from Ohio-indeed, as a 
matter of fact, those from every State in the Union-under 
this new amendment will be in the same position to a greater 
or lesser degree. 

Mr. WALSH. Mr. President, will the Senator yield? 
Mr. DOWNEY. I yield. 
Mr. WALSH. What is the maximum payment for old-age 

assistance in California? 
Mr. DOWNEY. The legal maximum Is about $35, but we 

are only paying an average of about $32.50. 
Mr. WALSH. In Massachusetts the average is $28: but the 

-determination of the amount to be paid to a needy individual 
who has reached the age of 65 is left to the local authorities, 
as the Senator knows. The result is that the amount paid 
varies in different communities; and, I am happy to say, in 
my opinion, the amount paid in Massachusetts ranges as high 
as $50 in some cases, and $40 and $35 in a large number of 

aresothermittee 
There aeohrinstances in some communities of the 

contribution being very small. The system under which we 
are operating-and I am not now speaking in opposition to 
the system advocated by the Senator from California-leaves 
to the local communities the determination of the question 
of need and the amount that should be paid-in a particular 
case to an aged individual. It may be $35 or $45 in one 
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community and in another seven or eight dollars; but if an 
old person Is bedridden and in extremely destitute circumi­
stances and requires more money, provision is made by Massa­
chusetts law for the local authorities to provide for such 
cases. 

As the Senator knows, there Is a further Provision that 
one-half the amount is contributed by the Federal Govern­
ment up to $15. In Massachusetts two-thirds of the remain­
ing amount is provided by the State and one-third by the 
local communities. So, in the case of an individual In a 
particular community receiving $30, $15 would come from 
the Public Treasury, $10 from the State of Massachusetts, 
and $5 from the local community.

it seems to me that these elastic provisions, under which 
the determination Is left to officials of the local community, 
who know the needy circumstances of the individual citizen, 
have operated to better advantage than the general State­
wide plan, such as that in California of paying a fixed suni 
to every individual, no matter what the degree of need 
may be. 

Mr. DOWNEY. I thank the Senator for his very Mu­
minating and Interesting statement, and, as a representative 
of California, I congratulate the State of Massachusetts 
that in certain payments, at least, it exceeds the payments 
In California. I had believed we provided the highest pay­
ments, and we do have the highest average payments, but 
in individual cases, as the Senator has pointed out, Massa­
chusetts has the highest. I wish, however, that the senior 
Senator from Massachusetts had brought his sound Judg­
ment and intellect to the question I am propounding. The 
Senator from Massachusetts must go back and say to the 
workers in the covered occupations, "Eighty percent of you 
will get only $20 a month under the law, and, looking ahead 
40 years, as the law Is now framed, you can hardly hope to 
get as much as Massachusetts now pays as a matter of sub­
sidy." I take it, that the distinguished Senator from Massa­
chusetts sees the point involved in that, and he may want to 
respond to me and say, "Well, if the workers in the covered 
occupations receive so little, we will have to take care of 
them as a matter of additional charity," which, of course, is 
what ultimately will happen under this law. 

Mr. LUCAS. Mr. President, will the Senator from Cali­
fornia yield at that point? 

Mir. DOWNEY. I yield. 
Mr. LUCAS. Do I understand the Senator to say that ulti­

mately it will be necessary, in his opinion, for the Federal 
Government to provide subsidi'es which will make up the dif­
ference between what the workers in the covered occupations 
will receive and what a person who receives an old-age 
pension now obtains? 

Mr. DOWNEY. I will respond to the distinguished Senator 
from Illinois in this way: If the Congress does not enact leg­
isslation embodying the Townsend plan before the workers of 
America become aroused to what this law is, I venture to say 
that this Government will be paying subsidies to bring up the 
payments of the workers who are paying a contribution to 
what is being paid in the States as a matter of charity. 

Mr. LUCAS. Mr. President, will the Senator further yield?
 
Mr. DOWNEY. Certainly.
 
M.LCS h eao a aeavr neetn
 
Mr.aLUCAS. The enatconcrnhas amverytintperestin
Sgu made 

lgstatement an argumentl concerning whthis Imortanot pieceof 
leilto.Ia eeywnern hte rntteSa 
ator has offered any amendment which would place In the law 
what he has in mind in connection with the Social Security 
Act? 

Mr. DOWNEY. No; I may say to the Senator from Illinois 
that I have not. I have appeared before the Finance Comn­

in an open and in a closed hearing; I explained my 
ideas to the Finance Committee; and, of course, they were 
totally disregarded, as I expected them to be. I knew that I 
would have no opportunity to reach the ears of the Senate 
except in some such manner as this, but I may say I did the, 
best that I could. 

I may further sayF to the distinguished Senator from Illnois 
that since 1925. I venture to say, my mind has been Qocuied 
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8 or 10 hours a day on this question of excess savings and pen-
sions, and I declare to the Senate that no logical and sound 
law can be worked out by a combined State and Federal plan
embodying a contributory system on the one side and a gov-
ernmental subsidy on the other. I am anticipating myself in 
some of these arguments. 

Mr. WALSH. Mr. President, will the Senator yield?
Mr. DOWNEY. I yield. 
Mr. WALSH. I think it only fair to say that the Senator 

made it very clear to the Committee on Finance that he was 
opposed to the whole theory of the present social-security
law; indeed, he used very strong language in condemning it,
and stated that he thought, in time, it would be considered to 
be almost a fraud-I think that is the very word he used-

Mr. DOWNEY. I think so. 
Mr. WALSH. A fraud on the people of this country. For 

the reason that he was opposed to the whole theory of the 
law, he did not choose to make any suggestions or offer any
amendment, but he is now proposing an entirely different 
theory be substituted. Am I correct? 

Mr. DOWNEY. I thank the Senator. He Is entirely
correct. 

Mr. President, I desire to say that there is one very material 
respect in which this social-security law violates every ac-
knowledged rule of taxation and social decency. The condi-
tion I am now about to describe has been partially, but only 
to a degree, rectified by the Connally amendment. This law 
under which the Federal Government gives a larger subsidy 
to the wealthier State, or to the State that believes more in 
pensions than does the poorer State, or the State that, being
rich, does not give them, does what? Its tendency is, and 
only is, and must be, to suck money out of the poorer States 
for the benefit of the richer States. In other words, beyond 
any doubt, taken as a general rule, the higher pensions are 
paid in the wealthier States; not in every case, but as a general
rule. The money is collected by the Federal Government 
from all over the United States. The poorer States get the 
smaller amounts and the richer States get the larger amounts. 

Mr. LEE. Mr. President, will the Senator yield at that 
point? 

Mr. DOWNEY. Yes; I yield, 
Mr. LEE. Then the situation operates further to aggravate

the maldistribution of national income rather than to allevi-
ate it. Is that correct? 

Mr. DOWNEY. I absolutely agree with the Senator. 
Mr. LEE. It carries out the idea that-
Unto everyone that hath shell be given, and he shall have abund-

ance; but from him that hath not shall be taken away even that
which he hath.. 

Mr. WALSH. Mrt. President, will the Senator permit an 
interruption? 

Mr. DOWNEY. I1yield.
Mr. WALSH. I feel very strongly that the present system, 

as set forth in the Connally amendment, is unsound and 
will ultimately lead to the Federal Government assuming the 
Most sacred local right that the people of the country have-
namely, the right of taxation, 

I cannot understand how it can be said that a State is a 
Poor State or a rich State simply upon the basis of per capita
income. Whether or not a State is a poor State in compari-
son with other States for the purpose of governmental ex-
penditurcs and income depends also upon its system of taxa-
tion. In this country the variation of the ratio of existing 
true value of general property for taxationpurposes extends 
in the different States from 20 percent to 125 percent, and 
the same situation exists In the tax rate levied on general
property between the States, 

If the day comes-and God forbid that it shall come-when 
we have a Federal uniform system of taxation, when $100,000
of property In California will be valued and taxed exactly as 
$100,000 worth of property is taxed In Massachiusetts or in 
Alabama or in Mississippi, we can then justify taking out of 
the Public Treasury the total sum of money which may be 
required for these social-welfare contributions and activities,
and especially for old-age assistance. To my mnind, however, 
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it is inequitable and unfair, and that Is why, I voted against
the Connally amendment and other proposals to classify
States as rich and poor States simply and solely on the ground
of per capita income. 

In my own State of Massachusetts, as shown by the figures
here, the old-age contribution made in some communities Is 
very small. In others it Is large. Does that mean that those 
are poor conmnunities? No. Does that mean that these are 
rich communities? No. It means that the people in certain 
communities have voluntarily levied heavy taxes upon them­
selves to meet higher standards of health, educational, and 
social-security legislation, and other obligations.

So I am one of those who feel that I must protest against 
any attempt to describe States as rich States or poor States 
upon the basis of per capita Income. They can be so de­
scribed solely and alone on the basis of every man, woman, and 
child in every State having the same ratio of valuation Placed 
on his or her property, and the same tax rate on his or her 
property. Then we shall distribute the revenues collected 
from taxation equitably between the States and the people.
of the several States. 

This, however, Is entering Into the domain of robbing the 
local communities of their dearest and most precious right,
which I hope may never come; but we are coming to it. We 
are coming to it; and the Connally amendment is a move in 
that direction, and every other amendment is a move in that 
direction, because the people of California who pay, upon
$100,000 full value, taxes of $40 to $50 per thousand have a 
right to demand that in the District of Columbia, instead of 
paying $17.50 per thousand, the People shall pay taxes of 
from $40 to $50 on $100,000 worth of property.

The Senator will pardon me; but I wanted to emphasize,
in considering What the Senator terms an inequality under 
the present system, a matter that we shall have to meet and 
solve in the future. 

I hope what I have said indicates that we have not yet
found an equitable solution of the problem about which the 
Senator is talking.

Mr. DOWNEY. Mr. President, I am deeply grateful for
 
the very illuminating and thought-provoking statement made
 
by the Senator from Massachusetts. If I correctly interpret

his remarks, as I believe I do, I am wholly in accord With him;

and I believe that a national pension system would at least
 
be a step in the right direction to produce uniformity.


Mr. President, I am now going to do something which per­
haps some few of the citizens of the State of California may

criticize me for, but not the great bulk of them. I am going

to say that while the amendments Proposed here will auto­
matically bring California up, to a payment of $40 Per month 
to a single man and $80 per month to a husband and wife,

which is a consummation devoutedly to be desired, yet never­
tbeless I think it is grossly unfair to the poorer States, like
 
Oklahoma and the others, that California will still be re­
ceiving several times as much from the Federal Treasury as
 
Is the State of Arkansas. And though I am speaking against
the selfish interest of my State, I1here and now declare that 
to the extent that our wealth in California exceeds the 
wealth in any other State, a uniform tax levied over the 
United States, returnable to the citizens of the United States 
in equal amounts, is the only decent, fair kind of a tax. 
It is elementary in tax law that the burden of taxation should 
fall up-on the shoulders of those best able to bear it; and 
this inequitable, this strange act reverses that principle and 
takes away from the poorer State and gives to the richer 
State. 

Mr. President, I have not yet reached the point which is 
the most shocking to me in this law, but I now approach It. 
Let me first call to the attention of this body the fact that 
over a period of 150 years the workers of America have 
builded by their energy, talent, and toil the richest empire
of all times -and places; rich almost beyond human concep­
tion; rich enough to deluge not only every senior citizen. 
but every man, woman, and child In America with all the 
good and needed things of life. we need not destroy our 
chickens because we cannot sell the eggs. we need not 
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destroy Our dairy cattle because children cannot buy nmilk. 
We do not have to plow under fruits and vegetables, and let 
factories run at 5O or 60 percent of capacity. We have the 
power in the great business leaders of America and in the 
workers and technicians of America to produce $100 or $200 
per month for the senior citizens of America, plus high and 
decent Profits and salaries and wages to the workers. When 
I hear men solemnly discuss a plat of poverty extending a 
half century in advance, when right today, as I talk, we are 
surfeited in our own wealth, do not the men who conceived 
this Plan of giving $20 or $30 a month to retired citizens 
know that our factories can never run again to employ our 
wo-rkers-, that our farmers can never be prosperous, that our 
businessmen never can be secure unless we, the representa-
tives of the people, work out methods of distributing the 
wealth which will be produced by general employment? 

What are the figures now accepted by everyone? Today, 
this month, our national income does not exceed the rate 
of $65,000,000,000 per annum. The most conservative fig-
ures now show that with a slight amount of building- in the 
bottleneck industries in a year or two or three years we 
could preduce, in physical goods and services, at least $110,-
000,000,000. certainly forty or fifty billion dollars of wealth 
more than we are now producing. 

Mr. President, if there is any Senator here, our majority 
leader or anyone else, who can tell this body how he will 
end unemployment, except by providing for the Nation sumf-
cient income to buy back what will be produced if we have 
general employment, I should like to hear him speak. With 
a productive capacity of $100,C00,000,000 or $125,000,000,000, 
so long as we disburse in this Nation sixty or seventy-five or 
eighty billion dollars of purchasing power, we are going to 
have an ever-growing army of the unemployed, 

Let us frankly and honestly tell the truth about the United 
States of America. I love my country and I love democracy. 
I shall stand as firmly as I can for constitutional principles
and for the American people. But, oh, why, instead of criti-
cizing and belittling foreign nations do we not inquire about 
our own shortcomings and remedy them? 

Mr. PresIdent, it is a simple fact that today there Is more 
unemployment in the United States than in all Europe corn-
bined. We are building poorhouses, penitentiaries, and 
asylums faster than all the other nations of the world 
combined. Someone may say to me, "Yes; but in Europe 
they are employing men in the armament industry." That 

Istu.We have the benefit of two great oceans; we are 
as preac wihec teadwt h ol;w ont 
yet have to spend very much upon our Army and Navy, and 
It might be argued that that is one of the reasons for unem-
ployment in this country, and that the employment of peo~-
ple abroad is a result of their armament programs. But 
let me point out to my colleagues in humility and sorrow a 
thing I regret to say, that the countries in Europe in the 
last 5 years have steadily increased, and are today Increas- 
ing, their capital goods, and Germany and Japan and Italy-
yes; and Great Britain and France-are steadily today and 
every year becoming richer in capital goods, while we today 
are just standing still. In other words. Mr. President, in 
spite of the fact that they are involved in a great armament 
race they are doing better than we are doing. Let us admit 
it with humility and regret. 

Let us face the facts. We say there are eleven, twelve, 
or thirteen million unemployed in this country. Oh, yes; 
there are that many men in the United States totally unem- 
ployed. There are ten or fifteen million more working on 
part time, precariously holding their jobs, working a day 
this week and a week next month. There are in the United 
states today the equivalent of at least sixteen or seventeen 
million idle men, 

Mr. President, that is not the worst part of the story. We 
now have an unbalanced Budget to the extent of about 
$4,000,000,000. That $4,000,000,000 not only furnishes as-
sistance for the hopeless, h-ungry people on our relief rolls-
God protect them-but it does something else; it employs 
at least 5,000,000 miore men who are engaged in producing
the goods and services for the relief workers. If we at-
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tempted today to balance our Budget, and If 'we withdrew 
that support from private Industry, we would see the army 
of the idle augmented so rapidly that our entire economy 
would be placed in jeopardy. As a matter of fact, by Sep­
tember 1937 we had about balanced the Budget; $4,000.­
000,000 of inventory accumulated in 8 months; then men 
stopped producing, and by the following July four or five 
million more men were out of work, and we were compelled 
to take up the burden of disbursements from an ever-
expanding public debt. 

Mr. LUNDEEN. Mr. President, will the Senator yield?

Mr. DOWNEY. I yield.
 
Mr. LUNDEEN. In other words, I take It the Senator
 

would say that we might well turn from the idea of saving 
the world and turn to the great American scene, and try to 
save our own country. 

Mr. DOWNEY. Yes; I can agree with the Senator at 
least this far, that our own internal problems are more vital 
to me than are any external problems, and what I see 2 or 3 
years ahead, and not longer thian that, in the Internal break­
down of our economy, is more terrifying than the possibility 
of any Asiatic or European nation ever undertaking to 
invade our shores. 

I have said, Mr. President, that ft is only by virtue of an 
unbalanced Budget of three or four or five billion dollars 
thatwe can keep going. Le-tme say that that does not mean 
that I condone the increase of the public debt. Let the pub­
lic debt Increase a very few years longer at the rate It has 
during the last few years, and we are going to see the col­
lapse of every bank and building and loan association and 
insurance company in the United States. Government 
bonds would have to fall only 10 percent now to wipe out 
the surplus and reserves of almost every bank and insur­
ance company in the United States, because at present they 
are investing almost exclusively in Government bonds. 

Mr. President, no one need suggest to me that we can 
SupoturwnbdsOfcreweaadweold
and Inua fewn wouldse Inte minadste wofsulngmonths.we 

prnting-press money, and Inulateionn then
midt wouldssunot 
maketng-very mucodnerence whfatiohappned toheni banks andt 
inuaneveymcmpaifesrencaue shavingspaned proptert rightsan 
wosuldnbe destroyed, asteywere saingRssi and inopermyargh, 
worl Presidentothisis thywhat IsexRusaaodnar to mermabou. 
the soc sia-eurty law. Herwhasextaorelcingr thit or fborty 
thsoilecryla.Hewerlckntityrfry 
or fifty billion dollars of consumning power to get our people
back to work, and with that condition existing, we have here 
a law which is a plat of poverty for 40 years ahead of time. 
Forty years in advance these gentlemen have calculated their 
figures, 40 years in advance the actuaries have projected 
this realm of poverty. 

Why do I say that? It is suggested to me that Increas-
Ing wages might increase what the workers %wouldreceive. 
Oh, no; because these gentlemen have designed this plan, 
and cleverly, I admit, so that the workers in the contributory 
system can never hope, as a result of the most prosperous 
years, to get a decent annuity. Why is that? We a~re now 
calculating their annuities upon this basis: For the flrst 
$50 in a covered occupation we will give 40 percent, or $20, 
but after that we give only 10 percent of anything over 
$50. So, however much a man conceivably might earn, he 
could never hope to get a pension which would support him 
with any degree of decency, even though he faithfully 
worked for 40 years. 

As a matter of fact, I may say to the distinguished Sen­
ator from Kentucky, that the utmost that could ever be 
reached by a worker out of this contributory system would 
be the sum of $56. I do not suppose there will ever be one 
who will get anywhere near that amount, because it would 
mean that for 40 years he would have to work every month 
in a covered occupation and receive the maximum salary of 
$250. So, while it sounds well to say that a worker might 
get $56, the likelihood that he will ever get more than $29 
or $30 at the end of 40 years is very slight indeed. 

So I say, Mr. President, that this plan Is a plat of 
Poverty projected by actuaries for a half century ahead. 
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Today we are surfeited with wealth we cannot use. Ma-
chinery. inventions, and business efficiency are continually
developing, and yet, while only utilizing 60 percent of our 
business capacity, we are now going to project a system 
40 years ahead when the present payments will not even 
provide sufficient to take care of the wealth we are now 
producing, 

Mr. LUND)EEN. Mr. President-
The PRESIDING OFFICER (Mr. MEAD in the chair), 

Does the Senator from California yield to the Senator from 
Minnesota? 

Mr. DOWNEY. I yield. 
Mr. LUNDEEN. Do I understand the Senator to say that 

we will have to wander through the desert for 40 years to-
ward the promised land of sccial justice if this adminis-
tration's social-security plan is projected into the future; and 
if so, is that the best the Solomons of this administration 
can do? 

Aft. DOWNEY. I may say to the distinguished Senator 
that I do not believe we will wander for 40 years in the 
desert, because within 3 or 4 years, as I shall attempt later 
to show the Senate, the collapse of this. economy, in my 
opinion, is inevitable, and I do not make that statement 
lightly, and when I come to it I shall challenge any debate 
or argument thereon, 

Mr. President, I now want to pass to the proposed system 
in which some of us believe. In the first place, we believe 
there should be a national plan because it has got to become 
the major instrument of relief. We do not want to con-
tinue to have C. C. C. camps, and P. W. A. and W. P. A. 
projects, and N. Y. A. projects. Whatever subsidy is to be 
provided should be given to men who have done their life's 
work and are no longer needed by society, who, in my opin-
Ion, are those past 60 years of age. Consequently, since it 
has to be and should be the major instrument of relief, it 
ought to be administered nationally, 

Assuming we would place in operation a pension system
which would provide for people past 60 years of age, retired 
from gainful employment, that probably would cause our 
senior citizens to yield up about two and one-half million 
jobs, as I calculate-almost exactly the same number as now 
work under our relief agencies. I believe that with an ade-
quate national pension system we could return relief burden 
to the States, which could easily handle it with the amount 
they are now disbursing in pensions under the present sys-
tem, and Congress could be relieved of this unhappy, this 
unwholesome problem of work relief, where, it seems, this 
body has consumed a great part of its time in argument 
upon how much should be given, and how much money is to 
be raised, and how long we can continue to borrow, 

We believe that instead of setting the age of 65 for the 
pension recipient it ought to be reduced to 60 years of age. 
I cannot say anything to strengthen that contention, Mr. 
President, except that admittedly we have millions upon mail-
lions of People between 60 and 65 years of age, jobless, money-
less, friendless. Many of them are dying of malnutrition and 
neglect. Not one month passes in the United States but that 
thousands of these senior citizens from 55 years of age and 
up are taken out of hovels, and county poorhouses, and 
fourth-rate hotels, and along the roads, the victims of mal-
nutrition and lack of medical care. 

Mr. LUNDEEN. Mr. President, will the Senator yield?
Mr. DOWNEY. I yield. 
Mr. LUNDEEN. If I am correct, out of a million men and 

women who have reached the age of 60 years, 600,000 plus 
will be dead before they reach the age of 65. It might be 
well. to pay a, little pension to these people before they pass 
out of existence. Many of them will be gone from the Ameri-
can scene before they reach 65, 

Nr. DOWNEY. I can totally agree with what the Sena-
tor has just said. When the depression came. upon us I was 
practicing law in the valley of the Sacramento, and I venture 
to say that 90 Percent of my clients of the middle class and 
business class were stripped of everything they had. I have 
seen them in the intervening years broken down mentally 
and physically by insecurity. their morale lost, their hope 
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lost, dying prematurely and unhappily between 60 and 65 
years of age.

I tell the story of one man out of tens of thousands in 
California who tried to get work. He was past 60 years, and 
he tried to get a pension. However, he was under 65. Finally
after being twice treated for malnutrition in the hospital he 
penned a note saying, "Too old to work, too young for the 
pension. I had better take this dose of poison." And he took 
it and died. 

Two- or three-line notices of happenings of that sort 
appear every day, buried in the back columns of the news­
papers. Such things occur in this wealthy, affluent land of 
which we love to boast, this land of Imperial wealth, which. 
if we could restore our workers to full employment, would 
afford to each retired worker everything they could need. 

Mr. President, some Senators will be interested, I hope. 
in specific figures upon the proposed Townsend plan. The 
best estimates now place the number of. citizens past 60 
years of age at about 13,000,000. Of those 13.000,000 people 
past 60 years of age. 4.150,000 are still considered em­
ployable. Of the 4,150,000, 150,000 are working on W. P. A. 
projects, and 1,000.000 are idle. Three million, or about 20 
percent of the total number, are employed; and those who 
are employed are making somewhere around four or five 
hundred dollars a year, precariously clinging to their 
duties, precariously, with their failing strength, trying to 
hold on, and keeping out of work some son, or grandson, or 
young man, when they themselves should have been retired 
to that serenity and that dignity which should be every 
man's right after he has retired, but which is the privilege 
of so few of us. 

It is my estimate-and that is all It Is,-that if we should 
place in effect the Townsend plan on the basis of a 2-percent 
transactions tax, of the 3,000,000 workers who are now 
working, two and one-half million would yield their jobs to 
younger men. Furthermore, they would yield up their 
W. P. A. jobs. We would still have working about 500.000 
men and women past 60 years of age. That would leave 
about 12,000,000 men and women to account for. It Is my 
opinion that about one and one-half million of them would 
never claim the Pension, because they may be aliens, or they 
may be well to do and not want it, or for some other reason. 
I think the pension would be claimed by about 10,000,000 
or 11,000,000 of our senior citizens. 

Our proposal is a 2-percent-transactions tax to provide 
the funds. Let me say this particularly to the distinguished 
Senator from Michigan [Mr. VANDENBERG]. I am not now 
speaking dogmatically. When I discuss a transactions tax 
I want Senators to understand that my mind, of course, 
realizes it would take months of careful investigation to find 
the best tax. I am satisfied it must be a tax upon con­
sumption. It must be about the equivalent of a 2-percent 
tax on transactions. 

It might be easier and better to put on a 3-percent whole­
salers' tax, and a 4-percent manufacturers' tax, and a 2- or 
3-percent retailers' tax. That might produce the needed 
amount of money at a great deal less cost and complication.
Consequently, when I am citing a transaction tax of 2 percent, 
it is merely in the argument for a general principle of that 
kind. 

Mr. President, I realize that I am about to say something 
which at first will shock the ears of my auditors, but I think 
that upon listening and considering, Senators will be much 
more receptive in their consideration of the Townsend plan. 
We would urge that out of this transaction tax wages and 
salaries should be exempted, Instead of clamping down with 
a 9-percent pay-roll tax, we would exempt the wages &A. 
salaries of the workers of America, so that at least any burden 
they bore would be indirect and not direct. 

We would necessarily, to protect our banks and insurance 
companies and investors, exempt the sale of securities, stocks 
and bonds, and financial transactions of that character. 
Exempting those transactions, we find that in the United 
States'at the present time we have gross-income transactions 
of about $360,000,000,000. A tax of 2 percent upon that 
amount would yield $7,200,000,000, which is exactly 10 percent 
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of the Income it is now agreed we produced in 1937. In other 
words, we are advocating a tax which would effect a profound 
redistribution of wealth, and would set over to the senior 
citizens of America, probably by way of Increased prices of 
goods, 10 Percent of the national income, or $7,200,000,000. 
With the present national income, that plan would yield to 
each person past 60 years of age retired from gainful employ-
ment somewhere around $50 or $60 a month. As the national 
income increased up to one hundred, one hundred and 
twenty-five, or one hundred and fifty billion dollars, which is 
well within our capacity within a few years, the annuities 
paid to the retired workers would correspondingly increase up 
to $75, $100, $150, and ultimately probably to $200 a month, 

If I had finished my story there, and if I were proposing
the imposition of a 10-percent tax upon every American, 
depending upon the amount he spent, not one man of decency 
or Christianity or generosity should object. Mr. President, 
if it were necessary, I would cheerfully yield 10 percent of zny
Income to know that this problamn was worked out, and that 
hungry men and women past 60 years of age who have bwilt 
this Nation for us were being taken care of with some degree
of decency in a Christian civilization. I cannot understand 
how- any man living in a Christian republic would be unwill-
ing, if he thought such a plan would be successful, to consent 
to a tax of 10 percent upon the amount he consumed. 

The Townsend plan has been condemned by some of the 
leaders of the liberal movement because it is a tax upon
consumption-upon the masses. tLet me repeat, we exempt 
pay rolls, and the tax would be indirect, in place of the 
9-percent tax which is now contemplated under the Social 
Security Act. However, we would do more than that. If 
Mr. Ford had $1,000,000 income a year, I believe he would 
have to pay about 6 percent of that amount net, above present 
taxes, or about $60,000 a year. A Senator of the United 
States, in my opinion, would have to pay about $600 more 
than he is paying under present taxes, which would be done 
away with. A worker making $100 a month would have to 
pay only $60 a year. I appeal to the liberals in the Senate. 
If this method would give to the workers of America making
$100 or $150 a month far more than they could hope to obtain 
from an insurance company, or under the present law in 
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Mr. LUNDEEN. Mr. President, will the Senator yield? 
Mr. DOWNEY. I yield. 
Mr. LUNDEEN. I have in my possession an editorial pub-

lished some time ago in a well-known magazine, in which 
the editor maintained that the soldiers' bonus should be 

paidby reolvig ta. Ofcousethe2perent-tam
editorial was published some time ago, and the soldiers' bonus 
has since been paid; but I thought it might be of interest to 
the Senator to know that a great magazine had published,
such an editorial some time ago. With the Senator's permis-
sion I should like to have the editorial placed in the R~coRD 

as son ma I an rfertoo~e fies.Mr. 
Mr. DOWNEY. I am very happy to have that done. 
Mr. LUNDEEN. Mr. President, I ask unanimous consent 

that the editorial referred to be printed in the RECORD tomor-
row or at some future time during this sssion. 

The PRESIDING OFFICER. There being no objection,
the editorial will be printed in the RECORD. 

Mr. DOWNEY. While I have said that the 2-percent 
transactions tax, or an equivalent tax, would, In my opinion,
yield about $7,200,000,000, I do not want this body to under-
stand that it would be that much of a burden upon our 
economy in addition to the present burdens. I believe that 
under this plan we could and should do away with the 
$1.000,000,000, $2.000.000.000, or $3,000,000,000 that we are 
annually spending, by way of an expanding debt, upon the 
W. P. A. We could do away with an immense amount of 
relief, poorhouses, and Insane asylums. We could do away
with the billion or billion and a half dollars that the pres-
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ent law Is going to raise; and I feel confident that the net 
amount which would be raised by the proposed tax would 
not be In excess of two or three or four billion dollars more 
than we are now raising.

Mr. VANDENBERG. Mr. President, will the Senator 
yield? 

Mr. DOwNEY. I yield. 
Mr. VANDENBERG. Let me give the Senator the figure

for 1949. In that single year we shall raise $2,550,000,000 
in pay-roll taxes. 

Mr. DOWNEY. Does the Senator from Michigan say
that Is the amount which would be raised from the pay-roll 
tax alone? 

Mr. VANDENBERG. The whole two and a half billion 
dollars represents pay-roll taxes. 

Mr. DOWNEY. That has nothing to do with old-age 
assistance. 

Mr. VANDENBERG. No. 
Mr. DOWNEY. It can thus be seen that while the tax 

which we are advocating would be uniform and would do 
the work, it would not burden the national economy to the 
extent the opponents of the Townsend plan have led the 
public to believe. 

Mr. LUCAS. Mr. President, will the Senator yield?
 
Mr. DOWNEY. I yield.

Mr. LUCAS. I understood the Senator to say that hethought the transactions tax would yield approximately 

$7,000,000,000. 
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Just what he means by a transactions tax. 
DOWNEY. Of course, if it Included every transac­

tion, it would include every transfer of money from one Indi­
vidual to another in a commercial transaction. 

Mr. LUCAS. Do I understand that that provision is rem-
bodied in the bill? 

M.DWE.TeeI osc ilnwpnig 
Mr. LUCAS. I apologize to the Senator. Of course, there 

is no such bill pending; but am I to understand that that 
type of transactions tax is embodied in the Townsend plan?

M.DWE.Ys httpeo aeepigwgs
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LUCAS. So, if the Townsend plan were In effect every
type of transaction that is made would be taxed at the 
rate of 2 percent? 

Mr. DOWNEY. I do not want the Senator to nilsunder­
stand what I have already said. We are advocating the 
transactions tax, or a consumptive tax equivalent to it; 
and if the Senator could convince the Finance Committee 
that a tax upon manufacturing, wholesale, and retail trans-. 
actions producing the same gross amount would be more 
convenient, we should have no hesitancy In adopting that 
system. 

Mr. LUCAS. I1am discussing now, or attempting to dIs­
cuss in my limited way, what I have always understood the 
Townsend plan to include, which is a transactions tax. 

Mr. DOWNEY. That is correct. 
Mr. LUCAS. I am not talking about a manufacturers' 

tax. I am not talking about a consumptive tax. I am 
directing my line of questions to the transactions tax, which. 
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In my humble opinion, Is the meat of the entire Townsend 
plan. 

Mr. DOWNEY. The distinguished Senator from Illinois 
Is mistaken, Hie sees the tree instead of the forest. We
believe In a consumptive tax. We know, in the first place. 
that incomes are now taxed to about the full amount they 
can be taxed. The tax must fall on consumption; and it 
ought to be a consumptive tax equivalent to about 2 percent 
on transactions. However, if the Senator thinks that Is too
complicated or too expensive, I will not argue with him. 
Other consumptive taxes might be more feasible and eco-
nomical. 

Mr. LUCAS. Mr. President, wil the Senator yield for a 
further question?

Mr. DOWNEY. Surely. 
Mr. LUCAS. Am I to understand that the Senator from 

California is now abandoning the transactions tax, and is 
now seeking to collect the $7,200,000,000 through a consump-
tive tax, a manufacturers' tax, or some other tax? 

Mr. DOWNEY. I will say to the distinguished Senator 
that a transactions tax is a consumptive tax, because it falls 
upon the consumer. 

Mr. LUCAS. I appreciate that fact, 
Mr. DOWNEY. It is added to prices. I have not aban-

doned anything. We are advocating a 2-percent-trans-
actions tax; but if tax experts say that would be too expen-
sive or too burdensome to work out, and if some other kind 
of consumptive tax would yield the same amount more 
cheaply and more efficiently, I, for one-and I am speaking 
for no one except myself-would be for It. 

Mr. LUCAS. I think the Senator understands my position 
with respect to the transactions tax. I have always taken the 
position, from the very beginning or the discussion of the 
Townsend plan, that it would ultimately break down of Its 
own weight, because of its impossible administrative fea-
tures. That has been one of my primary reasons for being 
against the Townsend transactions tax from the very begin- 
ning, because I think the Senator will agree with me that 
under the transactions tax there would be a tax upon every
transaction made. 

In other words, every time one wrote a bank check in a 
business transaction there would be a tax upon it. The 
testimony in the House hearings, I think, shows that there 
are millions upon millions of checks written annually 
which would be taxed. I think the Senator will agree with 
me, for instance, that every servant, every hairdresser, 
every barber, every merchant, every oil-station man, every 
taxi driver, in fact', everyone rendering any personal serv-
ice of any kind, would be subject to this tax. 

I mention this primarily for the purpose of trying to 
demonstrate to the Senate how impossible it would be to 
administer the transaction tax. I should like to have the 
Senator comment upon that phase of the subject, because 
in my mind that is the most Important feature of the 
Townsend plan. Without the transaction tax there can be 
no Townsend plan and every Townsend follower believes 
in this type of legislation to create revenue. If we are 
going to have a policeman at every farmer's door when he 
trades a horse for a hog and gets $10 to boot, which would 
be a transaction, if we are going to have a policeman at 
every grocery store and barber shop and beauty parlor in 
order to collect the tax the country should know about it 
In advance. The Senator should thoroughly explain the 
mechanics of this tax. Let it be understood that I have 
no quarrel with the objective in adequately providing for 
the aged people of the Nation but I submit with sincerity 
that the transactions tax is absolutely impossible. Again
I request the Senator to tell the Senate how he expects to 
collect the tax. 

Mr. ASHURST. Mr. President, will the Senator from 
California yield to me for the Purpose of calling for a 
quorum? The senator will not thereby lose the floor, 

Mr. DOWNEY. I yield. 
Mr. ASHiURST. I suggest the absence of a quorumn. 
The PRESIDING OFFICER. The clerk will, call the roll, 
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The Chief Clerk called the roll and the following senatora 

answered to their names: 
Adams Frazier La Follette Schwellent
 
Andrews George Lee Sheppard

Ashurst Gerry Lodge Shipsteadi

IAustin Gibson Lucia Slattery 
Barbour Gillette Lundeen Smith 
Barkley Glass McNary TaftBilbo Green Maloney Thomas. Okia. 
Bon Guffey Mead Thomas, Utah
 
Borah Gurney Minton Tobbey

Bridges Hale Murray Townsend

Bulow Harrison Neely Tydinga

Byrd Hatch Norris Vandenberg
 
Capper Hayden Nye Van Nuy5s
 
Chavez Herring O'Mahoney Wagner
Clark. Idaho Hill Overton Walsh
 
Clark. Mo. Holman Pittman Wheeler
 
Danaher Holt Radcliffe White

Davis Hughes Reed Wiley
Donahey Johnson, Calif. Reynolds
 
Downey Johnson. Co1o. Rtussell
 
Ellender King schwart
 

The PRESIDING OFFICER. Eighty-one Senators have 
answered to their names. A quorum is present. 

Mr. DOWNEY. Mr. President, I am very grateful to the 
Senator from Illinois [Mr. LucAs] for the question he has 
propounded to me. First, let me say I think that he Is con­
cerned about the Immaterial rather than the material. When 
I state that we would undertake to raise $7,200,000,000, that 
is the final and the crucial fact. When I state that in our 
opinion the amount must be raised by a consumptive tax, 
that is the next most important thing. 

If for any reason a transaction tax, such as I may have in 
mind, or such as the distinguished Senator from Illinois may
have in mind, should prove too burdensome, the tax could 
very easily and without any difficulty be Imposed upon the 
wealth of the country to extract $7,200,000,000 or $4,000,­
000,000 or $5,000,000,000 or $8,000,000,000, or whatever might 
be needed. 

I1do not want to argue this particular point, because I do 
not think a particular kind of a sales transaction or gross-
Income or manufacturers' or retailers' tax Is important. The 
important declaration from us is that it must fall, not upon
incomes but upon consumption, and that It must be equiva.­
lent to a 2-percent tax. 

I wish to say to the distinguished Senator, however, I think 
he vastly overrates the difficulty. If the Senator can con­
sider himself engaged in labor, his own salary and my salary 
as a worker and the salary of every other worker would be 
exempt so far as concerns the payment of the salaries and 
their receipt or their disbursement. None of the workers of 
America would ever have to make any returns at all, I ven­
ture to say that with the exemptions I have Indicated 95 per­
cent of the returns upon this tax would be paid by business­
men, including, of course, farmers. If it should seem too 
great a burden upon the small farmer, I would have no objec­
tion to exempting the first $1,000 or $2,000 of farm income 
and merely impose the tax upon the receipts of the remaining 
more prosperous and larger farms. 

So I cannot agree with the distinguished Senator from 
Illinois that a transactions tax, with the exemption of the 
pay rolls and financial transactions, would be burdensome. 

Mr. LUCAS. Mr. President, will the Senator yield further?
 
Mr. DOWNEY. I yield.
 
Mr. LUCAS. Of course, I have no bill in front of me,
 

and I am not sure what the Townsend plan is insofar as the 
transaction tax is concerned. When the Senator talks 
about a consumers' tax and when he talks about a manu­
facturers' tax and when he discusses certain exemptions 
that may go Into a bill or may not go Into a bill, of course, 
that is all problematical and it is based upon some contin­
gency which may or may not happen. The only thing that 
I have mentally in front of me, and what I have always 
understood about the Townsend plan. and what the country 
understands, is that It involves a 2-percent transaction 
tax upon Ul business transactions. 

I should like to call, the Senator's attention to his book 
he wrote back in 1936, entitled "Why I Believe in the Town­
send Plan." I respectfully reter to page 106 as to What the 
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Senator says about the transaction tax, which those spon-
soring the Townsend plan have advocated for many years. 

The Senator says: 
Let me suggest one further aspect of the transaction tax. It 

would bear mo~re heavily on the small and Independent merchant 
than on the chain store and monopoly. The chain store may make 
Its own flour, bake its bread, and act as jobber, wholesaler, and 
retailer. The bread sold by the smaller merchant would have to 
bcar three or four accumulating taxes, while the chain stores 
Wculd sell subject to but one or two. I doubt if the Independents 
could survive under this extra burden. In any event, the effect 
of a transaction tax upon monopolies must be considered, 

In other words, the Senator said that if a transactions 
tax should become the law of the land along with the Town-
send plan, it would practically destroy every independent 
merchant in the country, because they could not survive and 
complete with the chain-store corporations of the country; 
and then it would be necessary, I presume, if we followed 
that theory to a logical conclusion, to do something to the 
chain stores in order to save the independents, 

I Presume the Senator has not changed his mind upon that 
Important point. 

Mr. NEELY. Wr. President, will the Senator yield for a 
moment? 

Mr. DOWNEY. Surely, 
Mr. NEELY. I hope that no one will consider It an unpar-

donable asperity for me to give notice that I purpose to object 
to any further yielding by the Senator from California ex-
cepting for questions. Otherwise the debate on this bill may 
continue Indefinitely, 

Ten days ago it was understood that the Senate would begin 
the consideration of Senate bill 280, the anti-block-booking 
bill, last Thursday. I have been vainly waiting a week for 
the fulfillment of this understanding. 

I am tired of being behind the "eight ball." In the hope 
of escaping from my uncomfortable situation, and in the 
belief that the Senate should make some progress toward the 
consideration of the order of business which has been laid 
aside again and again, I shall object to further yielding by the 
Senator from California. But let me assure my fellow Mem-
bers of the Senate that my objections will be made in a spirit 
of genuine friendship for everyone with whom the objections 
may interfere, including always the distinguished, eloquent 
Senator from California [Mr. DowNEr]. 

The PRESIDING OFFCER (Mr. RussELL in the chair). 
The Senator has that right. 

Mr. CLARK of Idaho. Mr. President, will the Senator 
yield for a question? 

Mr. DOWNEY. I yield. 
Mr. CLARK of Idaho. Would not a heavy retail sales tax 

cover all the substantial features of the so-called transac-
tions tax? 

Mr. DOWNEY. Before I answer that question, if the 
Senator from Idaho will pardon me, I desire to say to the 
Senator from West Virginia that I realize the position he has 
been put in, and I am thoroughly sympathetic with him. I 
should like to ask the Senator from West Virginia at what 
time he would like to have me conclude my speech tonight, 
and I will abide by his desire regardless of interruptions. 

I may say that in a large portion of my speech I intended 
to deal with the problem of savings and investment. That 
part of the speech could just as appropriately be made when 
the Barkley bill for additional loans and further expanding 
the public debt is before us; and I could reserve that part 
of my argument for that later date, 

Mr. BARKLEY. Mr. President, will the Senator yield? 
Mr. DOWNEY. I yield, 
Mr. BARKLEY. If the Senator is going to make that part 

of his speech against my bill, I would rather hie would make 
it now. [Laughter.] 

Mr. NEELY. Mr. President, will the Senator yield? 
Mr. DOWNEY. Yes; I yield. 
Mr. NEELY. Let me assure the able Senator from Call- 

fornia, that I am not only interested in his speech, but that 
Ihope to hear him deliver it In its entirety on some other 

occasion. If he would complete his address in time for the 
Senate to pass the pending bill before adjournment this 
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evening, it would thereby become possible for Senate bill 280, 
the anti-block-booking bill, to be considered tomorrow. 

Mr. DOWNI~EY. Mr. President, would it be appropriate for 
me to inquire if any other Senators desire to be heard upon
this bill or upon my motion? 

Mr. LUCAS and Mr. HOLMAN addressed the Chair. 

The PRESIDING OFFICER. The Chair is advised that 
there are other Senators who wish to add~ress the Senate on 
the bill. 

Does the Senator from California yield; and, if so, to
whom? 

Mr. DOWNEY. I would rather not yield until I1 have 
answered the questions which Serators have already pro­
pounded to me. 

Mr. LUCAS. Mr. President, I merely want to assure the 
Senator from West Virginia that I shall not, again violate the 
rule of the Senate. I appreciate the fact that he has been 
very diligent in trying to get his bill before the Senate. I amt 
probably just as anxious to vote on that bill as anyone in the 
Senate. I apologize to the Senator for violating the rule; 
but it has been done here so frequently. and no one has ever 
objected, that I did not think I was guilty of any breach of 
propriety in not only asking the question but in also making 
what seems to me some pertinent observations. 

I thank the Senator for yielding to me. 
Mr. DOWNEY. I shall endeavor to govern myself Inl 

accordance with some reasonable principle. 
Mr. President, I of course still stand by and reccgnize 

the logic of what the Senator from Illinois read from my 
book. I recall the words of Job: 

Would * * * that mine adversary had written a book. 
But I am not embarrassed by what has been read; and 

I have pointed out to Dr. Townsend and to his organization 
that if we should merely levy a transactions or a gross-
income tax, a tremendous burden would be placed upon 
the independents In contrast to the chain stores and the 
great organizations; and our last bill which was presented 
in the House of Representatives provides for what Is termed 
a processing tax. Under that measure, if the Standard 
Oil Co. should take its own oil out of the ground, refine it, 
sell it as a wholesaler, and retail it, it would have to pay 
four taxes in lieu of one; so that it would be placed upon 
an equality with four independent businessmen, each op­
erating in a separate field. 

I must say that I feel very, very greatly encouraged by 
the remarks of the Senator from Illinois. There is no 
one whose character, ability, or intellect I admire more 
than his. If all that stands in the way of his becoming an 
advocate of the Townsend plan is the diffculty about' col­
lecting a transactions tax, and if he will use his great ability 
to suggest the proper kind of a consumptive tax, I shall 
be very grateful. I was very happy yesterday when I heard 
the very distinguished Senator from Mississippi [Mr. Brn.3]0 
speak. I thought for a few moments that he was going to 
make a Townsend oration, and I think the day will come 
when he will do so. 

Mr. TOBEY. Mr. President, will the Senator yield?
 
Mr. DOWNEY. Yes; I yield.
 
Mr. TOBEY. May I remind the Senator from West Vir­

ginila, who put the prohibition on interruptions other than 
questions, that before he put the prohibition upon us I ad­
dressed myself to the Senator from California and asked him 
to yield not for a question, but for information. This is not 
a question, I will say to the Senator from West Virginia; but 
I am speaking to my fellow Republicans now, to stir up their 
pure minds by way of remembrance; and, referring to the 
Republican National Convention platform adopted at Cleve-. 
land in 1936, I read therefrom with reference to the party's 
plank on social security for the aged: 

We propose a system of old-age security, based upon the following 
principles: 

1. We approve a pay-as-you-go pal ~~. which requires of each 
generation the support of the aged ano the determination of wheat 
Is just and adequate.

2. Every American citizen over 65 should receive the supple­
mentary payment necessary to provide a minimum income mg. 
ficlent to protect him or her from want. 
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S. Fach State and Territory, upon complying with simple and 

general minimum standards, should receive from the Federal Gov' 
ermient a graduated contribution In proportion to Its own, up to a 

fixe maxmum.have 

And I call attention particularly to Paragraph 4: 

4. To make this program consistent with sound fiscal policy the 

Federal revenues for this purpose. must be provided from the pro
ceeds of a direct tax widely distributed. All wiUl be benefited and 

Ilsoldtrrpcnrbthe.Sntrfo Caionanded 
I inerrpt rom aliorna ad radenaor he hat 

extract into the RECORD solely for the purpose of buttressing 
the statement with this argument from the platform of the 

Repblian art, tat art pltfoms re n.dead syin 
not only to get in on, but, in my opinion and my conviction, 
to stand on after parties get in. 

Mr. DOWNEY. Mr. President. I am very, very deeply 
grateful for that contribution to this record, because it tim-
mediately brings to the support of this general principle all 
of the distinguished Senators on this side of the aisle except 
our Democratic friends; and we have several good Town-
sendites among the Democrats. So I feel very much en-
couraged by that contribution. 

Mr. VANDENBERG. Mr. President, may I ask the Sen-
ator a question? 

Mr. DOWNEY. I yield. rltosi 
Mr. VANDENBERG. I desire to know the rltosi 

between the $7,000,000,000 proceeds of the Senator's trans-
actions tax and his pension payments. What pension would 
$7,000,000,000 yield to the group which the Senator estimates 

will be liwereewe 
Mr. DOWNEY. If the numbers claiming the pension wr 

10,000,000, which is possible, the pension would be $720 a 
year or $60 a month. If there were 11.000,000. as there 
might be, the pension would be slightly less. With a national 
income of $ll0,000,000,000. which we have the capacity 
readily to produce, the senior citizen past 60 would then 
realize somewhere around $100 per month; and as the 
national income ascended, of course the annuity would 
ascend with itr.IE.M.Prsdnwl 

The Senator from Idaho [Mr. CLARutl a moment ago sug-
gested that in lieu of a transactions tax, if it proved too 
burdensome, we could impose a heavier retail tax; and 
that, of course, is very true. Under a 2-percent transactions 
tax, if the farmer were selling a dozen eggs for 25 cents, he 
would have to pay one-half-cent tax, the wholesaler would 
have to pay another half-cent tax, and the retailer another 
half-cent tax, or a cent and a half altogether, making the 
total cost of the eggs 26 '/2 cents. As the Senator from Idaho 
has pointed out, if we wanted to levy the 1½/-cent tat on 
the retailer it would, in my opinion, amount to exactly the 
same thing as collecting it in three different transactions. 

Mr. NORRIS. Mr. President, will the Senator yield for a 
question? 

Mr. DOWNEY: Surely. 
Mr. NORRIS. I wish the Senator would give us his idea 

as to how many employees It would take to carry this tax 
into execution, and what the expense would be. 

Mr. DOWNEY. I regret that I cannot state that to the 
Senator from Nebraska. I might say to him that the object 
is to produce employment, and if we had to employ a hun-
dred thousand or even a million people in the collection of 
the tax, we would just as soon have them get their wages 
out of that work as in any other way, because they have to 
be employed and have to do work anyway. 

I have read statements to the effect that the transaction 
tax itself would be burdensome and expensive, and I say 
again to the distinguished Senator from Nebraska, for whom 
I have such high admiration, that if a particular kind of a 
transaction tax were too expensive and involved too many 
employees, then it could be simplified in the way the Sen- 
ator from Idaho has already suggested, 

There is another feature of the Townsend plan which I 
believe involves a new and a Christian conception, that Is, 
that whatever Is paid in this Nation should no longer be 
Paid as a matter of humiliating charity but should go to 
every person past 60 years of age retired from gainful em-
ployment, regardless of any means test. 
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It realize that might give to 20 percent of our population 

past 65 money of which they were not vitally in need, but I 
think we should establish a new social concept. I would 

attempted to prove here this afternoon, if my time had 
not been too much limited, that the day when the great 
masses of the people can save Is past. In the data de­
veloped by the temporary national economic committee, so 
ably headed by the Senator from Wyoming [Mr. O'DMsiONzY] 

the most. distinguished men from every business and indus­
try were called to testify. Mr. Sloan, of General Motors;
Mr. Stettinius, of the United States Steel Corporation; Mr. 
Oe .Yug fteGnrlEeti;rpeettvso 
insurance companies and banks and economists testified,
and embodied in the report of the committee are the statis­
tical data perfected over a number of years by thousands of 
students of statistics and economics. When the bill of the 
Senator from Kentucky [Mr. BARKcLEY] comes before this 
body, I shall present the findings of the committee at length. 

Let me say to my colleagues very briefly that those data 
show that our economy is breaking down because of excesses 
-of savings diverted from business income into stagnation. 
They show that businessmen, in the production of goods and 
services of the Nation, pay out the national income; that out 
of that national income about 20 percent is saved; that that 
saving passes into the banks, and to the extent it cannot come 
out in capital formation it must either be borrowed by the 
pulcoreasdicnums'rdtornsmethre­
publcary relasey ncnues.rdt rI oeohrm 
por.aresdn, hs iway.diaeceal ht n12 

had seven or eight or nine billion dollars of excess say­
ings beyond the needs of capital industry; but in 1937 the 
economy crashed at about the same point in wealth produc­
tion as in 1929, and we had $8,000,000,000 of savings diverted 
from the business stream that were not returned to consumnp­
tion by way of capital formation, and Inventory account in­
cesdb 4000000a euto hti eido 
creantsedb.4000000a euto hti eido 
8Monh.IE.M.Peintwl 

Mr. DOWNEY. I yield. 

heSaoryld
heSntryed 

Mr. WILEY. I merely want to interject a suggestion. 
recall that a recent report made by some of the great-

Mr. NEELY. A point of order. I object if the Senator is 
not asking a question, and I will have to object to the Senator 
yielding for any purpose except for the asking of a question. 

The PRESIDING OFFCER. The Senator has a right to 
yield or not, as he chooses; but under the rule he can yield 
only for a question. 

Mr. WILEY. Mr. President, does the Senator know that 
a recent report by some of the leading economists of this 
country shows that in 1929 about $17,000,000,000 went into 
new industry from the earnings of this country, and in 1937 
only about $6,000,000,000? 

Mr. DOWNEY. I know that that is not accurate. I hold 
in my hand tables which are admitted by all the economists 
and statisticians to be approximately correct, and the figures
in those tables indicate a condition totally different from 
that suggested by the Senator from Wisconsin. As a matter 
of fact, these figures show, as the distinguished Senator from 
Wyoming will bear me out, that in 1937 equipment and 
machinery Investments by business enterprises had returned 
to 95 percent, in money value, of what they were In 1929, and 
since prices of those durable goods were lower by about 5 or 
10 percent. there was actually more machinery and equip­
ment purchased in 1937 by the great enterprIses than in 
1929. 

As a matter of fact, there was only one capital formation 
field which in 1937 was not almost back to the average level 
of 1920 and 1929, and that field was the residential construc­
tion field. Residential construction Is now far below what It 
was in the twenties, and some New Deal leaders are count­
ing upon the day when we will spend as much money in resi­
dential construction as we did in the 1920's, entirely oblivious 
to the fact that from 1910 to 1920 our population Increased 
16,000.000; that from 1920 to 1930 our population increased 
16,000,000; and that in this decade it has Increased only
8,000,000. Moreover, the great building boom of 1923. 1924, 

I 
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and 1925, 'When residential construction reached its mail-
mum, had several years of the war upon which to feed. So 
that in the decade of 1920 we were virtually constructing for 
an increasing population of twenty-two or twenty-three mil-
lion People. In the coming decade we will not have to con-
struct houses for half that many. 

Professor Hansen. who testified, stated that residential 
Construction uniformly kept pace with the increase of popu-
lation, and since our population was rapidly declining, we 
could never again hope to get back to the residential con-
struction figures of the 1920's. If the distinguished Senator 
from Wisconsin will read the figures which I have handed 
to him, he will see that in capital formation in 1937 we had 
almost returned to the condition of the year 1929, and had 
returned to the condition of the year 1925 in everything 
except residential construction. 

Mr. President, I am about to conclude for this evening-
Mr. ADAMS. Mfr. President, will the Senator yield? 
Mr. DOWNEY. I1 yield, 
Mr. ADAMS. The Senator used an expression, and I am 

not merely-
Mr. NEELY. I object to the Senator from California 

yielding except for a question, 
The PRESIDING OFFICER. The Senator from Califor- 

nia will Yield at his own risk unless the Senator to whom 
he yields propounds a question. 

Mr. ADAMS. I will say that It Is also at the risk of the 
Senator's bill. 

Mr. DOWNEY. I did not hear the Senator's statement, 
Mr. ADAMS. I wanted to ask the Senator a question. 
Mr. DOWNEY. Let me first say to the Senator from West 

Virginia that I am about to conclude. I yield to the Sen-
ator from Colorado. 

Mr. ADAMS. The Senator used the expression "excess 
savings," and stated they amounted to $8,000,000,000. I 
wonder whether he can explain just what he meant. I have 
heard the expression used before, and it was not clear to me. 
I have had the feeling that savings are a very desirable 
thing In the Nation. 

Mr. DOWNEY. I am very happy, first, to state to the 
distinguished Senator that very possibly I used the expres-
sion a little inaccurately. When I used the expression "ex-
cess savings," I meant the amount of savings that could not 
be absorbed in capital formation, 

I may state to the distinguished Senator that today we 
have about $6,000,000,000 of excess savings. Flour billion 
dollars of those excess savings are being taken up by Goy-
ermient borrowing. That mn.y cause the Senator to say that 
they are not excess savings, but I wish to point out to him 
that public or private borrowings are merely ephemeral 
operations, and that in any long-time, prospective economy, 
unless our statesmen realize that we dare not accumulate 
more savings out of the industrial income than we can 
utilize in building hotels or apartment houses or farm build-
ings or machinery or factories, indubitably we will crash. 
I may further say to the distinguished Senator that we 
should recollect that the savings of past generations made 
our capital goods possible, but likewise our capital goods
made our savings possible. In other words, when savings 
pass Into a bank they stagnate there, and with them an equal 
amount of wealth, unless the Government borrows it, or some 
individual or consumer credit borrows it. I should be very
ha,,py indeed to discuss this question later with the Senator 
from Colorado. 

Mr. president, a word or two more, and I shall have 
concluded, 

Mr. O'MAHONEY. Mr. President-
The PRESIDING OFFICER. Does the Senator from Call-

fornia yield to the Senator from Wyoming?
Mr. DOWNEY. I yield, 
Mr. OTvIAHONEY. Before the Senator leaves this phase

of his discussion, perhaps it would be more illuminating to 
those of us who are listening if he were to develop a little 
more in detail the conclusion he has reached with respect 
-to the character of future economy, inasmuch as he has 
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based his argument upon the premise it is now Impossible to 
invest the savings in the capital-goods industry.

Mr. DOWNEY. I shall be very happy indeed to do so. 
I do not wish to intrude upon this body too long tonight, but 
I am very happy to answer. 

At the present time, going rinto the banks and Insurance 
companies, are about $6,000,000,000 that come out in -the 
form of credits to farms and factories. The Federal Gov­
ermient, as I have said, Is borrowing $4,000,000,000 of that, 
and restoring it to commerce through the relief workers, 
and if the Government were not doing it, a corresponding 
$4,000,000,000 of Inventories would undoubtedly accumulate, 
just as was the case in 1937. 

I have already said to the distinguished Senator that 
$8,000,000,000 of excess savings accumulated in 1936, and 
$6,000,000,000 is now accumulated. Our income Is lower 
now than it was In 1937. Consequently we are saving about 
$2,000,000,000 less. We are taking away $4,000,000,000 by 
public borrowing. 

I should like to impress upon the Senate that $2,000,000,000 
of excess savings is being restored to the consumptive stream 
by the losses largely of our farmers. As a lawyer I have 
handled transactions by the hundreds, and what is happen­
ing in the Sacramento Valley and elsewhere in California is 
an index of what is happening throughout the Nation. In 
California farmers, after a tragic era of loss, are again faced 
with a similar situation, they are unable to sell their products 
at the cost of production. Oftentimes some farmer has come 
into my office to see me and has said, "Mr. Downey, I have 
lost $5,000 on this year's operations. Can you help me mort­
gage my farm, or sell some stocks and bonds?" I might 
know some businessman who had $5,000 In excess savings
which he had not invested, and I could arrange for the bor­
rower, who had suffered a loss on his crop, to take the $5,000 
of excess savings out of the hands of the businessman, and 
thus was it restored to the consumptive stream. 

In the year 1938, the losses of our farmers and the classes 
largely dependent upon them in my opinion exceeded by 
$2,000,000,000 the losses in 1937. 

I realize that losses are a part of the profit-and-loss 
system we have, as are gains. But certainly when the farm­
ers produce crops for which tens of millions hunger, and 
they cannot sell them, losses thus made must be ascribed to 
a faulty mechanism rather than to our type of economy.
~Mr. O'MAHONEY. Mr. President, will the Senator again
yield? 

Mr. DOWNEY. I have not yet answered the Senator's 
question. I was just coming to it. 

Mr. OTMAHONEY. I was wondering if the Senator was. 
Mr. DOWNEY. In the United States at the present time 

we have about $6,000,000,000 income from profits flowing
into the hands of individuals in the form of incomes, rents, 
profits, and dividends. About $6,000,000,000 is received from 
property incomes. Of that $6,000,000,000 we estimate that 
$4,000,000,000 is being saved. In other words, people who 
have already accumulated savings and property are not 
spending the incomes they received from their prior savings 
to the extent of about $4,000,000,.j00. Those billions of dol­
lars are flowing into the hands of the savings banks, the 
insurance companies, and the other great lending agencies, 
as was so graphically brought out before the committee 
presided over by the Senator from Wyoming. 

The cash holdings of savings banks and commercial banks 
of this Nation are at an all-time high; the cash holdings 
of insurance companies in our commercial banks are at an 
all-time high; and the cash savings of all types of investors 
are at an all-time high. Their withdrawal undoubtedly
would tend to break down the present faulty economy and 
to reduce the distress of our farmers and others who are 
in a system of unregulated competition compared to others 

Mr. President, if Senators desire to conserve a free coun­
try, there are only two things they can do, and they must 
be done, or, beyond doubt, we face regimentation and a dic­
tatorsfiip. with all that that means. I am talking now sheer 
mathematics and nothing else. There are two things we 
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must do. We must compel persons receiving incomes. to the 
extent they can no longer be utilized in building up this 
Nation, to spend them. 

If Mr. Ford is allowed to make $2,000,000 a year-and I 
do not want to deprive him of that right--and to keep $500,-
000 or $750,000. he must be compelled to spend it to the 
extent that it can no longer be Used in building More auto-
mobile factories or more factories of some other kind. Con-
sequently. I1would propose a tax upon the unearned incomes 
of the Nation, upon inccmes flowing from property, com-
pelling the expenditure of such incomes for consumable 
goods, or their forfeiture to the public. In other words, I 
would say to the fortunate classes of America, "We want to 
protect your property; we want to protect your savings; 
but we say to you that when you withdraw from the busi-
ness stream billions of dollars that can no longer be re-
turned by capital formation, you are destroying your own 
right of saving and your own property." I say, Mr. Presi-
dent, that if that kind of a law were passed, within 6 months 
we would see released in the Nation $4,000,000,000 of stag-
nant purchasing power, restoring our workers to employ-
ment, and allowing our industrial machines to operate at 
funl capacity. 

Mr. LUNDEEN. Mr. President, will the Senator yield? 
Mr. DOWNEY. I yield. 
Mr. LUNDEEN. The Senator then places human rights 

above property rights, 
Mr. DOWNEY. I hope I do, but let me say that I am 

here merely talking sheer mathematics. As the honorable 
Senator from Wyoming will recall, Mr. Sloan, Mrt. Young, 
Mr. Stettinius, every one who testified before the Monopoly 
Committee, including eminent economists, said that the great 
business enterprises of America are now developing out of 
their own earnings, by way of appreciation of funds and sur-
pluses, all the capital that can be used in this Nation in the 
future, 

Mr. Sloan said, "We do not want any more money from 
outside sources. If we want to promote the Diesel engine we 
are prepared to advance a hundred million dollars to pro-
mote it." A distinguished man from the aircraft industry 
said the same thing. That is undoubtedly true. Our great 
business enterprises have reached such a condition that out 
of their own earnings they produce all the capital that can 
from now on be utilized in the American Nation, and at a 
subsequent time I should like to discuss the figures so 
graphically developed in the report made by the committee 
headed by the distinguished Senator from Wyoming. 

Mr. OTMAHONEY. Mr. President, the Senator will re-
call-

Mr. NEELY. Mr. President, I unwillingly object. 
Mr. OTMAHONEY. If the Senator will pardon me I shall 

ask a question. Does the Senator from West VirgInia desire 
to object? 

Mr. NEELY. I am unwillingly compelled to object to any-
thing except a question. 

Mr. O'MAHONEY. Mr. President, I shall propound a 
question, if the Senator from California will permit me to do 
so, and when the Senator from California has concluded his 
speech perhaps I myself may have something to say. 

Mr. DOWNEY. Mr. President, I will say to the Senator 
from Wyoming that I am placed in a very unhappy and 
embarrassing position, and I wish he would assist me. I shall 
be only too delighted to engage in colloquy when the bill 
of the Senator from Kentucky [Mr. BARKLEY] is before the 
Senate for consideration. That bill apparently is an out-
come of the hearings before the Economic Committee. I 
think I should now conclude very rapidly, in view of the long 
wait which the Senator from West Virginia [Mr. NEEL~Y] 
has on the block-booking bill. I wish the Senator from 
Wyoming [Mr. O`MA~oNEYl would cooperate with me, and 
not speak after I have concluded. 

Mr. OMAHONEY. I shall withdraw my request to the 
Senator to yield out of deference to his desire. 

Mr. DOWNEY. I am deeply grateful for what the Senator 
from Wyoming has Just said. but I must admit My sympathy 
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for the distinguished Senator from West Virginia. For 
months he has been endeavoring to obtain consideration of 
a bill in which he is greatly interested. That consideration 
Is long overdue. I should have closed my speech an hour or 
so ago. and I regret having spoken for so long. 

I shall conclude by saying that, in my opinion, the great 
masses of American people can never again save, and any 
attempt on their part to save will break down our economy. 
As a matter of pra~ct!cal fact, every Senator knows that four 
out of five men past 50 years of age are "broke" today, living 
in the chill shadow of poverty, which will close down upon 
them whenever they lose their jobs. I shall not enter into 
any discussion as to whether or not they should have saved or 
could have saved. It is a simple fact that millions of our 
fellow citizens past 60 years of age, the best men and women 
in the Nation, who have builded the farms and the factories 
by virtue of which we live, are in desperate want in an opulent 
nation which could lavishly provide for them. 

A Senator must take one of two positions. Either we can­
not distribute our wealth under a free economy and a capital­
istic system, or we have not the will or the intelligence to do 
so. I am unwilling to take either of those positions, because 
I know the high honesty, ability, and devotion to society of 
the Members of this body. 

So far as pensions are concerned, I think the American 
Nation has had a blind spot. That blind spot has existed 
because we came out of an agrarian civilization in which 90 
percent of our people lived upon farms, a system under which 
the older members of the family could gracefully, honesty, and 
easily be absorbed into the farm economy with dignity and 
security as they grew older. 

One of the Senators before the Finance Committee took 
the position that it was the duty of the children to support 
the parents. I would reply to him by saying that 50 per­
cent of our younger married people themselves live in In. 
security and despair, and cannot decently support their 
parents. We have passed into a highly mechanized urban 
civilization, with tremendous concentrations of wealth and 
population. God help four out of five of our retired 
Workers In the next.,10 or 15 years, as they lose their Jobs, 
use up their scanty' savings, and have to Impose themselves 
upon children who cannot support their own families. 

It has been said to me that I have too great a concern 
for the retired workers and the senior citizens. I have 
concern for the babies of this Nation, who, lacking milk and 
sustenance, are doomed to a life of disease which could be 
avoided. I have sympathy for the 5,000,000 youngsters be­
tween 16 and 24, hopelessly seeking jobs, first with hope in 
their hearts and then with despair. I have sympathy for the 
millions upon millions of unemployed, for the W. P. A. 
worker trying to live and support a family of four or five 
on $50 or $60 a month. I sympathize with those people. 
No one defends such conditions. There Is no one who does 
not bewail those facts. 

However, the Social Security Act is acclaimed as a great 
achievement, when in reality it Is a plat of poverty projected 
50 years ahead of time. What disturbs me is that the 
leaders of social security in Washington honestly believe 
they have done a great job in this plan, which would give 
$20 or $30 a month to our retired workers. 

I wish some Senator would undertake with me to live for 
one month on $20, and then come back and report to our 
colleagues the misery, horror, and degradation of it, I have 
not the courage or hardihood to undertake it alone. I can­
not live on 5 or 10 cents a meal In some miserable, lousy 
hovel, as most of our elderly people have to do. 

For some reason we have a blind spot In this opulent land. 
I say we must change our social conception. Let the chil­
dren support their parents, but let it be done by law. Let 
the younger generation support the retired worker and re­
gard him as a retired partner who has builded this Nation 
for the rest of us. 

Mr. President, if we In the Senate wish to do one great 
act, we have the power to lift millions upon millions of de­
spairing elderly people out of the depths of degradation. 
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humiliation, and poverty which most of us would rather die 

than escen to.absent 
Mr". President, the Social Security Act is born of a lack of 

vision. It springs from poverty. It never strikes above the 
eaves of the poorhouse. It is unfair to the workers in the 
contributory system. It will produce from them a political 
repercussion which in my opinion will be unequaled when 
once they realize what it is. At Its best, it gives to our older 
people only enough to exist In misery and degradation. 

I realize the tremendous import of these questions. I am 
not urging upon any Senator that he should vote for any 
measure in which I believe. I am now asking Senators, in 
decency and fairness, to vote to recommit to the Finance 
Committee this Inequitable, unsound measure. Let us see 
if we cannot do better. Certain features of it should ims-
mediately be passed, such as freezing the pay-roll tax, reduc-
ing the reserve, and increased payments to the people In the 
poorer States. However, the greater Issue is building a great 
plan to act as a uniform instrument of relief over the Nation. 
Let us not, in mercy, commit our hands and our voices to the 
approval of this bill today. 

Mr. President, I ask the Senate to agree to my motion. 
The PRESIDING OFFICER. The question is on the mo-

tion of the Senator from California [Mr. DOWNEY] to recoin-
mit the bill to the Committee on Flinance. 

Mr. DOWNEY. Mr. President, I ask for the yeas and 
nays on this question.

The yeas and nays were ordered, and the legislative 
clerk proceeded to call the roll. 

Mr. HOLMAN (when his name was called). I have a gen-
eral pair with the distinguished Senator from Tennessee 
[Mr. STEWART]. I do not know how he would vote, if pres-
ent. If I were at liberty to vote, I should vote "yea." I 
withhold my vote. 

Mr. TOWNSEND (when his name was called). I have a 
general pair with the senior Senator from Tennessee [Mr. 
MCKELLAR]. Not knowing how he would vote, if present, I 
withhold my vote.

The roll call was concluded. 
Mr. HALE (after having voted In the affrmatlve).- I 

have a general pair with the junior Senator from South
Caoia(r o en bet rnfrm aryuzJ
Carlia Mr B~xs] eig bl t tanfe mNt pir 

with him, I withdraw my vote. 
Mr. SHIPSTEAD. I have a general pair with the senior 

Senator from Virginia [Mr. GLASS]. Not being informed 
how he would vote, if present. I withhold my vote. If at 
liberty to vote, I should vote .,yea.", 

Mr. HARRISON (after having voted In the negative). I 
have a general pair with the senior Senator from Oregon 
[Mr. McNAR'r] I understand that if he were present he 
would vote "Yea." I transfer my pair with him to the 
senior Senator from North Carolina [Mr. BAILEY] and-.winl 
permit my vote to stand. 

Mr. MINTON. I announce that the Senator from New 
Jersey [Mr. SMATHERS] is detained from the Senate because 
of illness in his family, 

The Senators from Tennessee [Mr. McKEL.LAR and Mr. 
STEWART], the Senator from Texas [Mr. CONNALLY], the Sen­
ator from Nebraska [Mr. BuRKE1, the Senator from Missouri 
[Mr. TRumAN], and the Senator from Arkansas [Mr. MILLER] 
are members of the cormmittee appointed to attend the fu­
neral of the late Representative McREyNoLDs, and are, there­
fore, necessarily absent. 

The Senator from Florida [Mr. ANDREWS], the Senator 
from Missouri [Mr. CLARK], and the Senator from Ohio [Mr. 
DONAHEy] are detained in various Government Departments. 

The Senator from North Carolina [Mr. BAILEY], the Sena-
tor from Alabama [Mr. BA~qxHEAD], the Senator from Michi-
gan [Mr. BROWN], the Senator from South Carolina [Mr. 
BypNus], the Senator from 'Arkansas [Mrs. CARAWAY], the 
Senator from Kentucky [Mr. LoGANe], the Senator from Ne-
vada [iar. MCCARIIAN], the Senator from Florida [Mr. fp-P 
PER], the Senator from Maryland [Mr. Tyillos]s, the Senator 
from Virginia [Mr. GLASS], the Senator from West Virginia 
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[Mr. HOLT], and the Senator from Idaho [Mr. CL.ARK] are 

on important public business. 
The Senator from Florida (Mr. PEPPER] is paired with the 

Senator from Maryland [Mr. TYoxNos]l. I am not advised 
how the Senator from Florida, if present and voting, would 
vote. It is my information that the Senator from Maryland
would vote "nay." 

The Senator from Montana [Mr. MuRRAY] Is absent on of­
ficial business. I am advised that if present he would vote 
"yea." 

Mr. AUSTIN. The Senator from Michigan [Mr. VANDEN­
BERG] has a pair with the Senator from Alabama (Mr. BANKc-
HEAD]. I am advised that if present the Senator from Mich­
igan would vote "yea," and the Senator from Alabama would 
vote "nay." 

The Senator from Pennsylvania [Mr. DAvis] has a general 
pair with the Senator from Kentucky [Mr. LOGAN]. The 
Senator from Pennsylvania has been called away on imi­
portant public business. 

The result was announced-yeas 18, nays 4'7, as follows: 
YEAS-18 

Barbour pThrisonl. calff. Beed Wheeler 
Bridges Lodge Schwart White 
Downey
Prazier
Gumney 

Lundeen
Nye
0 Mlaboney 

Taft
Thomas. OkUL.
Tobey 

Wiley 

AS4 
Adams George Johnson. Co1o. Rtadelifre 
Aishurst Gerry King Reynolds 
AustinlBarkley
Bubo 

GibsonGillette
Green 

La FolletteLee
LUCas 

RussellSchwellenbach
Sheppard 

Bone 
Bulow 
Byrd 
capper 

Guffey
Harrison 
Hatch 
Hayden 

Maloney
Mead 
Minton 
Neely 

Slattery
Smith 
Thomas. Utah 
Van Nuys 

ChavezDanaher 
Ellender 

Herring NorrisHill Overton 
Hughee Pittman 

NOT VOTINGo-si 

WagnerWalsh 

Andrew, Clark. Idaho Holt Shipstead 
Bailey
Bankhead 
Borah 

Clark. Mo. 
Connally
Davis 

Logan
McCarran
McKellar 

Sxnathers 
Stewart 
Townsend 

Brown 
Burke
Byrnes
Caraway 

Donabey 
Glass
Hale
Holnian 

McNary 
Miller
Murray
Pepper 

Truman 
Tydings
Vandenberg 

So Aft. DowNIEr's motion to recommit the bill was reJected. 

AMENDMENT OF SOCIAL SECURITY ACT 
The Senate resumed the consideration of the bill (H. IL 

6635) to amend the Social Security Act, and for other 
purposes. 

Mr. JOHNSON of Colorado. Mr. President, I send to the 
desk an amendment, which I ask to have printed and ie. 
on the table. 

Mrt. HARRISON. Mr. President. I had hoped we might 
finish the bill tonight. Will not the Senator offer the 
amendment tonight? 

Mr. JOHNSON of Colorado. Very well. I will offer It 
now If the Senator wishes to finish the blill tonight. 
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Mr. HARRISON. I hope we may finish the bil tonight. 
Mr. JOHNSON of Colorado. I shall ask immediate con-

sideration of the amendment if the Senator is going ahead 
with the bill. .ment, 

Mr. HARRISON. Very well, 
Air. JOHNSON of Colorado. I offer the amendment, and 

ask to have It stated. 
The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 2. line 2, after the word 

"State", it is proposed to insert: 
and, effective January 1. 1941. such financial participation shall 
amount to not less than $10 each month with respect to each 
needy individual receiving old-age assistance for the month, 

Mr. JOHNSON of Colorado. Mr. President, the purpose 
of this amendment, which is quite obvious from reading it, 
is to require the States after January 1. 1941, to pay at least 
$10 per month to the recipients of old-age pensions. 

Yesterday we had before us an amendment requiring the 
Federal Government to put up $10 to the State's first $5. 
In the pending measure we place a ceiling of $40 per month 
on pensions, and it seems to me it is perfectly reasonable and 
proper that we should put a bottom on the pensions, 

I heard what the Senator from Kentucky [Mr. B3ARKLEY] 
said yesterday about his disappointment over the way the 
States have responded to the opportunity which the Congress 
gave them to provide pensions for their aged citizens. I 
heard what the other Senators have said. They have all 
testified that all of the States which pay low pensions could 
do much better than they are doing. 

Mr. WALSH. Mr. President, does the Senator's amend-
ment provide that the minimum contribution by any State 
to any individual over 65 years of age shall be $10, in order 
to entitle him to receive $15 from the Federal Government? 

Mr. JOHNSON of Colorado. No; the average for the 
State must be at least $10. 

Mr. WALSH. So that in one community the amount 
might be smaller and in another larger, but the average for 
the State must be $10 In order to entitle the State to $15 of 
Federal money? 

Mr. JOHNSON of Colorado. In order to bring the State 
into the approved plan. 

Mr. WALSH. The only way In which they can be pun-
ished is by taking away the $15. 

Mr. JOHNSON of Colorado. Taking away everything 
from them unless they pay the $10. 

Mr. WALSH. So that the Senator's amendment provides 
that the average contribution to individuals over 65 years 
of age shall be $10 per person? 

Mr. JOHNSON of Colorado. That is correct. That is, 
beginning on January 1, 1941. 

Mr. WALSH. Beginning January 1, 1941? 
Mr. JOHNSON of Colorado. That is correct, 
Mr. BARKLEY. Mr. President, will the Senator yield? 
Mr. JOHNSON of Colorado. I yield' 
Mr. BARKLEY. We have already adopted an amend-

ment offered by the Senator from Texas [Mr. CONNALY] 
providing that of the first $15 the Federal Government shall 
put up $10 and the State $5. That is the requirement. 

Mr. JOHNSON of Colorado. Yes, 
Mr. BARKLEY. I can understand how a State could be 

required to put up a minimum amount as its share of the 
contribution under the plan which has been adopted, but I 
am wondering how the Senator's amendment would fit in 
with the amendment already adopted, under which up to $15 
It is a 2-to-i proposition, whereas the Senator's amend-
ment provides for an average of $10. How would that dove-
tail into the 2-for-i up to $15? 

Mr. JOHNSON of Colorado. It would work In this way, 
The minimum pension would be $25; the Federal portion of 
It would be $15, and the State portion would be $10. So 
the pension would be $25. 

Mr. BARKLEY. I understood that the Senator, in answer 
to another question, stated it was an average of $10. 

Mr. JOHNSON of Colorado. It is an average, 
Mr. BARKLzEY. It would have to be a minimum average 

Of $10. 
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Mr. JOHNSON of Colorado. Yes. 
Mr. BARKLEY. Of course, if the State put up $5 and, the 

Federal Government $10, as provided in the Connally amend-
the pension in that case would be $15, and I do not 

see how it fits In with an average of $10. 
Mr. JOHNSON of Colorado. What is the average at the 

present time? 
Mr. BARKLEY. It varies, of course. 
Mr. JOHNSON of Colorado. How low is it? 
Mr. BARKLEY. It is as low as $6 in some States. 
Mr. JOHNSON of Colorado. Yes; it is as low as $6 in 

States putting up $3 plus. Under the Connally amendment,
that situation is not changed in the slightest degree except 
that the Federal Government puts up two-thirds. I other 
words, the State of Arkansas is paying $6 now, and under the 
Connally amendment the State of Arkansas would pay $9. 
Under my arrangement the State of Arkansas would pay $25; 
and there is a vast difference. 

Mr. BARKLEY. That would make more than an average 
of $10-a-month pension, would it not? 

Mr. JOHNSON of Colorado. The State of Arkansas would 
pay an average of $25. 

Mr. HATCH and Mr. WAGNER addressed the Chair. 
The VICE PRESIDENT. Does the Senator from Colorado 

yield; and if so, to whom? 
Mr. JOHNSON of Colorado. The Senator from New Mexico 

was on hNs feet first, and I yield to him first. 
Mr. HAT(~,_I. I wish to be sure about one thing in the 

Senator's amendment. Suppose there should be a State, my 
State or any other State, which could not raise $10 a month; 
what would happen in such a State? 

Mr. JOHNSON of Colorado, It would lose Its Federal con­
tribution entirely. I heard what Senators from the so-called 
poorer States, the States which are not paying pensions, said 
on the floor yesterday. They said, "Better that we have no 
pensions than this dime-a-day pension." That is what they 
said, and I am taking them at their word, 

Mr. HATCH. The Senator did not hear me make that 
statement. 

Mr. JOHNSON of Colorado. No; I did not hear the Sen­
ator from New Mexico make the statement; but it was heard 
here, and it has been heard here frequently in the discussion 
of the pending bill. 

Mr. WHITE. Mr. President, will the Senator yield? 
Mr. JOHNSON of Colorado. I yield. 
Mr. WHITE. Am I to understand that the Senator's pro­

posal is that the average contribution shall be $10, or not 
less than $10? 

Mr. JOHNSON of Colorado. Not less than $10. 
I now yield to the Senator from New York. 
Mr. WAGNER. As I now understand the amendment, It 

means that in every case in which the Federal Government 
participates, or makes a contribution to a State, the minimumn 
pension will be $25. 

Mr. JOHNSON of Colorado. That Is correct. 
Mr. BILBO. Mr. President, will the Senator yield? 
Mr. JOHNSON of Colorado. I yield. 
Mr. BILBO. I desire to ask the Senator how he reconciles 

such a compulsory proposal with the inherent rights of a 
sovereign State. I can understand how the Government 
can make a tender on condition that a State will accept it 
and do certain things, but for Congress to say to a State 
that they must do this or forfeit their right--and a State 
might not be able to raise the money-I think Is out­
rageous. 

Mr. JOHNSON of Colorado. The States do not have to 
accept it at all; they do not have to accept the Federal 
money. 

Mr. BILBO. But the Senator is going to rob the State of 
the chance to get even a small part of the contribution. 

Mr. JOHNSON of Colorado. The purpose of the amend­
ment is to get rid of disgracefully low pensions. I heard 
what the -Senator from Kentucky said yesterday about his 
great disappointment. As I recall his remarks, he stated 
that when the pension program was first enacted by the 
Congress, It was the objective and the purpose and the hope 
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that the states would all enact pension legislation and that 
It was his hope that all pensioners would receive $30; but 
that he had been disappointed in the result; that the mat-
ter had been going on and on, and we were continuing to 
give money to the States, continuing to pay disgracefully 
low pensions, and that his patience was about exhausted. 
My Patience is exhausted, and I believe that the patience of 
the Congress is being exhausted at the response the States 
have made to the liberal proposals which have been made 
to them on the part of the ]Federal Government. 

Mr. BARKLEy. Mr. President, will the Senator yield for 
another question? 

Mr. JOHNSON of Colorado. I yield, 
Mr. BARKLEY. I do not yet understand the Senator's 

amendment clearly, 
Mr. JOHNSON of Colorado. I wish the clerk would read 

the amendment again. 
Mr. BARKLEY. I think I am in sympathy with what the 

Senator is trying to accomplish, but I want to be sure I 
understand it, because he used the term, "average of $10." 
Did the Senator mean that the average pension drawn by
the Pensioner would be $10, or that the average contribution 
by each State must be $10, or that the minimum of the 
contribution by the State should be $10? 

Mr. JOHNSON of Colorado. I regret that the amendment 
is not before Senators In printed form. I understood the 
bili was to go over. But I ask that the clerk read the 
amendment again, so that the Senator from Kentucky will 
have It in mind. 

The VICE PRESIDENT. Does the Senator desire to have 
the amendment reread? 

Mr. JOHNSON of Colorado. Yes; I should like to have the 
amendment read. 

The VICE PRESIDENT. The clerk will state the amend-
ment. 

The CMEF CLERK. On page 2, line 2, after the word 
"Stae~~itt s inertpoposd and effctie Jauar 1.tax bill to accomplish that, and every time we offer a tax binl thetoinsrt"Stae",it i prposd andeffctie Jauar 1,Senator Is one of the first tosay, "Let us not stifle business."1941, such financial participation. shall amount to not less 

than $10 each month with respect to each needy Individual
rciigodaeassistance for the month."receivng ol-age

Mr. BARKLEY. Now let me ask the Senator how he ar-
rives at his figure of $25 a month pension. How does he 
assume that the Federal Government puts up $15 in order 
to make the amount $25? 

Mr. JOHNSON of Colorado. Twenty-five dollars Is th 
minimum. This is the way it would work. We will suppose,
for instance, that the State of Kentucky pays pensions to 
10,000 persons. 

Mr. BARKLEY. The number Is about 40,000. 
Mr. JOHNSON of Colorado. I did not know what the 

number was, but I used 10,000 as an arbitrary number, be-
cause I wanted to make the multiplications easily. We will 
say the State Is paying pensions to 10,000 people. Under 
the present plan the State of Kentucky would have to pay
10,000 people at least $10 apiece. 

Mr. BARKLEY. A month. 
Mr. JOHNSON of Colorado. Each month, yes; in order 

to have an approved plan. 
Mr. BARKLEY. I am afraid that interferes with the pro-

visions of the Connally amendment, under which up to an 
average of $15 a month the Federal Government puts up
$10 and the State $5. If the State is required to contribute 
a minimum of $10 in each case, and If the Federal Govern-
ment contributes $10, that will make an average, of $20, so 
that the two-to-one proposition as carried in the Connally
amendment would not apply. Is that correct? 

Mr. JOHNSON of Colorado. The Connally amendment 
would apply; yes.

Mr. BARKLEY. Does the amendment of the Senator from 
Colorado superimpose Itself on the 2 to 1 figure of the 
Connally amendment? 

Mr. JOHNSON of Colorado. The Connally amendment Is 
a formula, and under the Connally amendment the Federal 
Government puts up $10 for the first $5 that the State puts 
up. Then for the next $5 the Government puts up $5. 
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Mr. BARKLEY. That makes a total of $25?
 
Mr. JOHNSON of Colorado. Yes.
 
The VICE PRESIDENT. The question is on agreeing to
 

the amendment of the Senator from Colorado [Mr. JomisoNi. 
Mr. JOHNSON of Colorado. I ask for the yeas and nays. 
The yeas and nays were ordered. 
Mr. HARRISON. I merely wish to state before the vote is 

taken that if each State must put up $10 each month for 
each individual on the State rolls, as is proposed In the 
amendment-it is not the average as anyone who bears It 
read may assume, but the minimum Is $10 for each Individual 
which each State must put up In order to get this Federal 
assistance-none of the States would qualify for aUl their pen­
sions. Thirty-one States would be excluded from getting
the Federal assistance even on the basis of an average re­
quiremnent. But this means more than an -average of $10 
State money per case. It means $10 State money as a mini­
mum Per beneficiary. 

Mr. o'MAHONEY. I wish to remark that the table which 
was put into the RECORD by the Senator from South Carolina 
2 or 3 days ago indicates that there are 28 States in the 
Union in which the total average receipts is less than $20. 

Mr. HARRISON. The figures show that 31 States would 
be excluded even on an average basis. No State at present 
pays a $25 pension, but the minimum pension payment con­
siders the other income of an individual. 

The VICE PRESIDENT. The question Is on agreeing to 
the amendment of the Senator from Colorado [Mr. Joiuisoirl. 

Mr. LEE. Mr. President, I wish the Senator from Michigan 
[Mr. VANDENBERG] were here, because I intend to refer to the 
debate we had yesterday on the amendment which I offered 
to the bill. I shall read from the RECORD of yesterday: 

Mr. VAsNDENo. I mean to say to the Senator that for 7 years 
we have failed by $3,000,000,000 a year to find the money with 
which to pay our bills. 

Wr. LEE. Because the Finance Committee has not brought In a 

Mr. VA NDE~zaG. The Senator knows that is not accurate It he 
Is familiar with the RECoRn. I have voted for every increased tax
amendment proposed by the distinguished Senator from WisconsinMr. LA Fora~rrrxJ. I have voted for every Increased tax that has
been proposed In the Senate for the purpose of paying the Gov­
ermient's bils, and I cannot do any more than that. 

Now, Mr. President, I wish to refer to the RECORD because 
on the vote on the revenue bill of 1935, which was taken on 
August 14, 1935, on H. R. 8974, Seventy-fourth Congress, the 
Senator from Michigan [Mr. VANDNBERGam made a, long
speech, several pages in length, against the bill and In sup­
port of his own motion which was to recommit that revenue 
bill. That tax bill, according to the Senator's own figures
here, was estimated to raise $270,000,000 additional- revenue 

Mr. AUSTIN. I should like to have the RECORD show that 

above that being received. Senator VANDENBERG's own words 
are: 

Seod if-. 
M.ASI.M.Peiet 
M.ASI.M.Peiet 
Mr. LEE. I yield. 

ilteSntryed
ilteSntryed 

the distinguished Senator from Michigan [Mr. VANDENBERG] 
is necessarily temporarily absent from the Senate. 

Mr. LEE. I am glad to have that shown. 
Quoting from the Senator's speech of August 14, 1935,

appearing on page 13044 of the CO'NGRESSIONAL RECORD: 
Second, If we must have an rnl-timed and ilU-starred tax bill

should It be a tinfoil measure-and when I speak of It as atinfoil measure I mean no disrespect to *270.000,000 as such. 
That still is an enormous sum of money to take from the pockets
of the American people, even in this New Deal day of astronomical 
cacu'atlone 

Then on page 1307l7 of the CoiqGR~ssioNAL RECOmD of 
August 14, 1935, there is a record vote giving the names of 
those voting "yea" or in suppcirt of the motion to recommit 
that tax bill of 1935. Remember that tax bill was esti­
mated to increase the revenue $270,000,000, according to 
Senator VANDENBERG's own statement. Now everyone knows 
el motion and a vote to recommit is a motion and a vote to 

- kill. 
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Senator VANDENBERG's name appears with those who votedI whether or not it would be shut off entirely. ntwould be 

to recommit. In column 4 his was the second name, 
I refer again to the RECORD, Mr. President, on the vote on 

the tax measure of 1936, which was H. R. 12395 of the 8ev-
enty-fourth Congress. On page 9110 of the CONGRESSIONAL 
RECORD of June 5, 1936, there is a record vote on the tax 
bill of 1936, which bill, so I am unofficially informed, it was 
estimated, would greatly increase the revenues. We see Sen-
ator VANDENBERG's name among those voting "no." His 
name is the fifth name from the top of that column. 

Therefore it seems that the Senator from Michigan is the 
one who did not know the record, or was not familiar with 
the record, or had forgotten the record when he suggested 
that the junior Senator from Oklahoma was not familiar 
with the record when I intimated that the Senator from 
Michigan [Mr. VANDENBERG) opposed tax measures that would 
increase the revenues, help balance the Budget which he is 
so interested in balancing, and which I too would like to 
balance. But different from the Senator from Michigan, I 
vote for such measures. 

Mr. President, I just wanted to keep the record straight. 
Mr. WALSH. Mr. President, before the vote is taken 

I should like to ask a question of the Senator from Colorado 
[Mr. JOHNSON]. Regardless of where the money comes 
from, whether from a State, or nationally, the not result 
of the Senator's amendment would be that the average 
payment to a person 65 years of age would be $25 in every 
part of the country? 

Mr. JOHNSON of Colorado. That is correct; in every part 
of the country. 

Mr. GEORGE. Under the Senator's amendment the 
minimum payment any person on the rolls would receive 
would be $25. 

Mr. BARKILEY. I1may ask the Senator from Mississippi 
[Mr. HARRISON] a question in connection with his remarks 
made a moment ago, and referring to my remarks of yester-
day in which I expressed my disappointment that not only 
in my own State but in other States, the States had not 
matched the $15 of Flederal money. It so happens that in 
my State there is a campaign on now for Governor and for 
members of the legislature, and in all probability the next 
legislature, which will meet in January, will match the $15 
that is now being contributed by the Federal Government. 
But in the event they should not change the maximum of 
$7.50, which is provided under the present law, and raise it 
to $10 in every case, then in that event Kentucky would not 
participate at all in this old-age pension? Is that correct? 

Mr. HARRISON. That is the way I understand It. With-
out question, the amendment as it is written says: "shall 
amount to not less than $10 each month with respect to each 
needy individual receiving old-age assistance." It is not 
the average in the State. 

Mr. BARKLEY. I understand. 
Mr. HARRISON. It is the minimum, 
Mr. BARKLEY. Of course, that raises a question in any 

State. I think it is an important matter for us to consider, 
in voting on the amendment, whether or not we are willing 
to say by the amendment that if the State does not provide 
by law for a minimum of $10 in each case there shall be no 
pension at all, and that the Government of the United 
States shall even withdraw its contribution. That is, no 
doubt, a form of coercion on the States; and I am wonder-
ing whether or not it is wise now to attempt to coerce them 
with the threat that if they do not do as we wish, they 
will not receive anything, 

Mr. JOHNSON of Colorado. Mr. President, it seems to 
me rather strange to draw the line at this kind of coercion, 
because the whole bill is based on the principle of coercion 
of the States, not only in the pension part of it but in the 
unemployment part of it. There is coercion all through it. 

Mir. BARKLEY. It was not exactly coercion. It was co-
operation. It was offering an inducement to the States to 
enter this field, which most of them had not entered. 

Mr. JOHNSON of Colorado. My amendment is along the 
line of cooperation. The Senator asks what would happen 
In Kentucky If the State did not raise the money, and 

shut off entirely except insofar as it paid pensions; and 
whenever it paid a pension it would have to pay $25. The 
Senator says Kentucky pays pensions to 40.000 people. Ken­
tucky could pay pensions to 20,000 people, bringing up its 
average, and cut off 20.000 who have been given this piti­
fully small amount. 

Mr. BARKLEY. Kentucky could not do that unless it 
raised the maximum State contribution from $7.50 to $10 
in cases where a pension was paid at all. The number 
might be reduced from 40,000 to 20.000. That would not 
necessarily compel the State to pay a maximum of $10, 
with $15 from the Government, unless by law the maximum 
were raised from $7.50. where it is now, to $10, under the 
provisions of the Senator's amendment. 

Mr. JOHNSON of Colorado. If the State paid a pension 
to anyone, it would have to pay $25. 

Mr. BARKLEY. Yes; and if the State did not provide 
for such payment by State law. It would not participate in 
the pension fund. 

Mr. JOHNSON of Colorado. It Is up to a State to say to 
whom the pension shall be paid. 

Mr. ANDREWS. Mr. President, no doubt the policy of 
the amendment Is good In some States. However, many of 
us in the poorer States are faced with facts. 

The Legislature of the State of Florida does not convene 
for 2 years. At present, I understand, there is not sufficient 
money appropriated to provide for an old-age pension of $10 
per month to be paid by the State. That means absolutely 
that under this amendment those who have been receiving 
a pension in Florida might not receive anything at all for 
the next 2 years. 

I shall, therefore, have to oppose the amendment. 
The VICE PRESIDENT. The question Is on agreeing to 

the amendment offered by the Senator from Colorado [Mr. 
JOHNSON]. On that amendment the yeas and nays have 
been demanded and ordered. The clerk will call the roil. 

The Chief Clerk proceeded to call the roll. 
Mr. HALE (when his name was called). I have a general 

pair with the Junior Senator from South Carolina [Mr. 
BYRNES] who, I understand, would vote "nay", If present. 
I transfer that pair to the senior Senator from Michigan 
[Mr. VANDENBERG], and will vote. I vote "yea." I am ad­
vised that the Senator from Michigan would vote "yea" if 
present. 

Mr. SHIPSTEAD (when his name was called). I have a 
pair with the senior Senator from Virginia [Mr. GLAss]. I 
am not informed how he would vote. If permitted to vote, 
I would vote "yea." I withhold my vote. 

Mr. TOWNSEND (when his name was called). I have a 
general pair with the senior Senator from Tennessee (Mr. 
McKELLAR], who is detained from the Senate attending a 
funeral. Not knowing how he would vote, I withhold my 
vote. 

The roll call was concluded. 
Mr. HARRISON (after having voted In the negative). 

Making the same announcement as before with regard to my 
pair with the Senator from Oregon [Mr. McNARY] and its 
transfer, and I will permit my vote to stand. 

Mr. MINTON. I announce that the Senator from New 
Jersey [Mr. SMATHiERS] is detained from the Senate because 
of illness In his family. 

The Senators from Tennessee [Mr. MCKELLAR and Mr. 
STEWART], the Senator from Texas [Mr. CONNALLY], the Sen­
ator from Nebraska [Mr. BuRucE] the Senator from Mis­
souri [Mr. TRum~AN3, and the Senator from Arkansas [Mr. 
MILLER] are members of the committee appointed to attend 
the funeral of the late Representative McReynolds and are 
therefore necessarily absent. 

The Senator from Missouri [Mr. CLARM] and the Senator 
from Ohio [Mr. DoNAHEY] are detained In various Gov­
ermient depar'tments. 

The Senator from North Carolina [Mr. BAILEYI, the Sen­
ator from Alabama [Mr. BAmmIEAD], the Senator from 
Michigan [Mr. BROWNr], the Senator from South Carolina 
[Mr. BYRNs], the Senator from Arkansas [Mrs. CmAwATAY] 
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the Senator from California [Mr. DOWNEY], the Senator 
frain Kentucky [Mr. LOGAN], the Senator from Nevada [1\r. 
MCCAXRAN], the Senator from Florida [Mr. PEjPPER], the Sen-
ator from Maryland [Mr. TYDINGS], the Senator from Vir-
ginia [Mr. GLASS], and the Senator from Idaho [Mr. CLARK] 
are absent on important public business, 

The Senator from Florida [Mr. PEPPER] is paired with 
the Senator from Maryland [Mr. TYDINGS]. 

Mr. AUSTIN. The Senator from Pennsylvania [Mr. 
DAvr~s] is absent on important public business. He has a 
general Pair with the Senator from Kentucky [Mr. LCGAN]. 

The Senator from Oregon [L~.r. Hos.ANI] would vote "yea" 
if present. He has a general pair with the Senator from 
Tennessee [Mr. STEWARIT]. 

The Senator from Oregon [Mr. MCNARY] is necessarily ab-
sent. His pair and transfer have been stated by the Sen-
ator from Mississippi [Mr. HARRISON]. 

The result was announced-yeas 37, nays 31, as follows: 
YF-A--37other 

Adams Gibson Maloney Taft 
Austin Green Mead Thomas, Okla. 
Barbour Gurney Murray Tobey 
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any agency or agencies of the Office of Indian Affairs In the admlfl-
Istration of any such plan with respect to Indians." 

Mr. HAYDEN. Mr. President, from the beginning of this 
Government Indians have been considered to be wards of 
the United States, and the aged dependent Indians of all 
kinds have been cared for by the United States. 

Under the terms of this bill, Indians are to receive the 
same benefits as all other citizens, but half of the cost is to 
be charged to the States. It is to avoid that situation that 
I have offered this amendment. The amendment is quite 
-similar to and in effect identical with one which I sub­
mnitted to the committee-that is, that Indians shall receive 
the same benefits as white persons, but that the entire cost 
shall be paid by the United States. 

Mr. WHEELER. Mr. President, will the Senator yield?
 
Mr. HAYDEN. I yield.
 
Mr. WHEELER. I call the Senator's attention to the fact
 

that throughout the West the States receive no taxes or 
income from the various Indian reservations, but 

everything goes to the particular Indians concerned. 
Mr. HAYDEN. My State is the extreme example of that 

case. Arizona has over 19,000,000 acres in Indian reserva-
Bridges Hale Neely Walshtin.Iisteeteeeapewtrsectoheum r 
Byrd Holt Norris Wheelerton.IIsteeteeeapewtrsectoheum r 
Capper 
Chavez 
Djanaher
Frazier 
Gerry 

Johnson. Ca'if. 
Johnson. Colo. 
La Follette 
Lodge
Lundeen 

Nye
O'Mahoney
Reed 
Reynolds
Schwartz 

WhIte 
Wiley 

NAYS--31 
Andrews 
Ashurst 
Barkley 
Bilbao 

Gillette 
Guffey 
Harrison 
Hatch 

King
Lee 
Lucas 
Minton 

Schwellenbach 
Sheppard 
Slattery__ 
Smith 

Bone 
Bulow 
Ellender 
George 

Hayden 
Herring 
Hill 
Hughes 

Overton 
Pittman 
Radcliffe 
Russell 

Thomas, Utah 
Van Nuys 
Wagner 

NOT VOTING-28 

Balley
Bankhead 

Clark, Idaho 
Clark, Mo. 

Holman 
Logan 

Shlpstead
Smathers 

Boraha 
Brown 

Connally 
Davis 

Mc~arran 
McKellar 

Stewart 
Townsend 

Burite 
Byrnes 
Caraway 

So the 

Donahey
Dawney 
Glass 

aedeto 

McNary
Miller 
Pepper 

amnmnfM.JHSNo 
r ONO 

Truman 
Tydings 
Vandenberg 

ooaows 
fClrd a 

agreed to. 
The PRESIDENT pro tempore. The bill is still before the 

Senate and open to further amendment.Mr rADNrsdnIaktecekt edte 
Mr sktheclekMr.HAYENPrsient I o rad he 

pitdaedetwihIhaettedskpitdaedetwih hvatteds.Wisconsin----------------------------------
The PRESIDENT pro tempore. The amendment offered 

bthSeaofrmArizona will be stated.
bthSeaofrmMichigan

The LEGISLATIvE CLERK. At the end of the bill it IS pro-
posed to insert the following new title: 

TTEXAU 

The Social Security Act is amended by adding at the end thereof 
anew title as follows. 

"1Trraz XII-AID TO INDL&NS4 
"SEC. 1201. From thre sums appropriated for titles I, IV, and X. 

respectively, the Secretary of the Treasury shall pay to each State 
which has, under any such title, an approved plan that includes 
Indians upon thle same conditions as other persons covered by
such plan, for each quarter, beginning with the quarter corn-
mencing July 1. 1939. an amount, which shall be used exclusively 
as aid to Indians, equal to the total of the sums expended during 
such quarter as aid to such Indians under such State plan, such 
amount to be In addition to the amount paId the State with 

-SEC. 1202. For the purposes of this act tile term 'Indian' shan 
include all persons of Indian blood who are members of a tribe, 
pueblo, band, community, or other group now or hereafter recog-
nized by the Congress or the Secretary of the Interior, and who 
reside on a reservation or on other lands set aside or established 
for Indian use and occupancy: Provided, That the term 'Indian' 
shall also include all Indian and Eskimo natives of Alaska who 
are of one-half or more Indian or Eskimo blood, certified as such 
by the secretary of the interior or by any other officer duly desig­
nated by him. The records of the Department of the Interior and 
of the Indian Service Shall be prima facie evidence of the facts 
shown thereon as to tribal membership, age, sex, and degree of 
Indian blood. 

"SEC. 1203. The Commissioner of Indian Affairs of the Depart-
mnent of the Interior is hereby authorized to enter into arrange-
mnents with anly state agency charged with the administration of 
a State plan approved by tile Board under titles I, IV. or X to use 

of Indians in proportion to the white population.
I ask permission to insert in the RECORD a table showing 

that in the State of Arizona over 10 percent of the popula­
tion are Indians. 

The PRESIDENT pro tempore. Without objection, the 
table will be printed in the RECORD. 

The table is as follows: 
_ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ 

Stats 
Total popu- 
lation of the 

rdan 
popdlatin 
populthe 

Per-centalge 
Indian 

popul ,tiofl 

Ui~Sas----------12 
UntdStts--------_-----

Arizona--------------------------------
New Mexico -------------------------
Nevada-------------------------------
Oklahoma--------------------------------
South Dakota------------------------------

State Sathe 10 txtal 
S_________________e____population 

7,04 1217 02 
_22_7__4 3,37 02 
435, 573 43. 726 10.04
 
423, 317, 25,941 6.84
 
91,058 4,871 1.15 

2,394.040 92,725 3.87 
692, 849 21,833 3.12 

Montana---------------------------------537,606 14,708 2.75 
North Dakota------------------------------- 080.485 8,587 1.23
 
Wyoming--------------------- -------------- 22~,565 1,845 .82
 
Idaho -------------------------------------- 445,0:12 3,038 .82 
Washington--------------------------------51,563, 394 11,2.53 . 72
 
Utah --------------------------------------- 507, 847 2.8"9 .57
 
North Carolina ---------------------------- 3,170,274 14,579 ,852
 
Oregon-----0-------------------------------- 95~37 84 4, 776 .50
 
Minnesota ---------------------------------

California:---------------------------------

Nebraska ----------------------------------


Kansa ---------------------------------

New York ---------------------------------


others----------------------------------

2.563,9.53 11,077 .43
2,939,004 11,548 .39 
5,677,251 15,212 .54 
1, 377, 963 3. 256 . 24 
4, 842. 325 7,089 .15 
1,8g0.99 2,454 .13 

12,588, 066 4,975, .06 
78, 782, 2V3 14. 5.5 .02 

Mr. HAYDEN. We have 435,573 white people. We have 
43,726 Indians. If the 43,726 Indians had been counted in 
the last census we should have two Representatives in the 
House of Representatives; but, under the Constitution, In­

dians not taxed are eliminated. 
That is one way of meeting the situation. The oth- r way

is to allow Indians to be left out of the social-security 
sce . 
sce . 

When I had this matter before the committee, it was sug­
gested that the committee would look with favor upon the 

respect to sumns expended for other persons.seodatraieIdsreopeenthtwpooiin,
eodatraie Idsr opeetth w rpstos 

and see which one the committee now is willing to accept.
I am unwilling to allow the matter to pass with no action 
at all; and I ask the clerk to read, for the information of 

the Senate, the typewritten amendment which I send to the 
desk. 

The PRESIDENT pro tempore. The amendment will be 

read for the information of the Senate. 
The legislative clerk read as follows: 
O ae11 ie1,srk u h utto ak 
o aeil ie1,srk u h utto ak 
On page 111, after line 13, insert a new section as follows: 

"PROVISIONS RELATING To INDIANS 
'SEC. 1108. (a) Notwithstanding any other provisions of law, 

the Social Security Board shall not disapprove any State plan under 
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title I, IV, or X of this act because Such plan does not apply 
to or Include Indians. 

"(b) For the purposes of this act the term 'Indian' shall Include 
a!l persons of Indian blood who are members of a tribe, pueblo, 
band, community, or other group now or hereafter recognized by 
the Congress or the Secretary of the Interior and who reside on 
a reservation or on other lands set aside or established for Indian 
use and occupancy: Provided, That the term 'Indian' shall also 
include all Indian and Eskimo natives of Alaska who are of one-
half or more Indian or Eskimo blood. The records of the Depart- 
mnent of the Interior and of the Indian Service shall be prima facie 
evidence of the facts shown thereon as to tribal membership, age. 
sex, and degree of Indian blood." 

Mr. HATCH. Mr. President, same of us are greatly inter-
ested in this amendment and in what the Senator from 
Arizona has to say about It. May we not have order in the 
Chamber? 

The PRESIDENT pro tempore. Let there be order in the 
Chamber, please, 

Mr. HAYDEN. Mr. President, in each case it was neces-
sary to define what is an Indian. What we are talking about 
Is an Indian who lives in a pueblo or on a reservation and is 
recognized by the Government or by the Indian Office, I am 
not referring to Indians who have departed from their tribal 
relations and have gone out into and become a part of our 
civilization. I am referring to Indians residing on nontaxed 
Indian lands. 

I should like to inquire of the chairman of the committee 
what his view is with respect to the matter. Should we adopt 
the first proposition which I submitted to the committee and 
allow the Federal Government to bear the entire expense and 
give the Indians the same treatment as everybody else, or 
should we allow a State which cannot afford to pay this bill 
not to be penalized if it does not take care of the Indians? 

Mr. HARRISON. Mr. President, I may say to the Senator 
that, of course, he is familiar with, because he has read, the 
letter of the Interior Department, which is very much opposed 
to the first proposal, 

Mr. HAYDEN. I also have read, Mr. President, the re-
port made to the Senator's committee by the Social Security 
Board recommending my proposal, It was transmitted to 
Congress by the President. It is as follows: 

A number of States have a considerable Indian population, some 
of whom are still wards of the Federal Government. The Board 
believes that In cases where such individuals are in need of old-
age assistance, aid to the blind, or aid to dependent children, the 
Federal Government should pay the entire cost. If this provision 
Is made, the Board should be authorized to negotiate cooperative 
agreements with the proper State agencies so that aid to these 
Indians may be given in the same manner as to other persons in 
the State. the only difference being in the amount of the Federal 
contribution. The Board believes that it should also be given au-
thority to grant funds to the Office of Indian Affairs for this pur-
pose, if that appears more desirable in certain circumstances. 

Mr. HARRISON. Mr. President, the committee gave con-
sideration to this question. Personally, I have no objection 
to the last amendment. Let us vote on it and handle the 
matter in conference to the best of our ability. 

Mr. HAYDEN. If that is the case, if the committee is 
willing to accept the second proposal, I offer it as a substi-
tute for the first one, which I withdraw, 

The PRESIDENT pro ternpore. The Senator from Ari-
zona withdraws the first amendment offered by him and 
offers in lieu thereof the second one, which has Just been 
read for the information of the Senate. 

The question is on agreeing to the second amendment 
offered by the Senator from Arizona. 

The amendment was agreed to. 
Mr. HARRISON. Mr. President, I send to the desk and 

offer an amendment which was suggested by the Treasury 
Department. 

The PRESIDENT pro tempore. The amendment offered 
by the Senator from Mississippi on behalf of the committee 
will be stated. 

The Chief Clerk read as follows: 
Section 201 (f) Is amended to read as follows: 
I1f)The managing trustee is directed to pay from the trust 

fund into the TIreasury the amount estimated by him and the 
Chairman of the Social Security Board which will be expended
durin~g a 3-month period by the Social Security Board and th'i 
Treasury Department for the administration of title II1 and title 
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VIII of this act and the Federal Insurance Contributions Act. 
S~ach payments shall be covered Into the Treasury as repayments 
to the account for reimbursement of expenses incurred in connec­
tion with the administration of titles II and VIII of this act and 
the Federal Insurance Contributions Act. Such repayments shall 
not be available for expenditures but shall be carricd to the 
surplus fund of the Treasury. If it subsequently appear that the 
estimates in any particular 3-month period were too high or too) 
low, appropriate adjustments shall be made by the managing 
trustee in future payments." 

Mr. HARRISON. The Treasury has requested the adop­
tion of this amendment because of certain technical reaso.ns. 
If the payments miade by the trust fund to the Treasury for 
the cast incurred in administering title II1 and title ViIII 
of the Social Security Act and the Federal Insurance Con-. 
tributions Act were covered into the Treasury as provided 
in the reported bill, the receipts and expenditures would be 
overstated in the accounts of the Treasury by the amount so 
deposited. 

Collections, when originally received, are classified in the 
Treasury accounts under "Social Security taxes"; and sub­
sequently, under the existing provision, a portion would be 
deposited as "Miscellaneous receipts," thus overstating actual 
receipts. Also, when funds are expended from appropriations 
for administration of title II and title VIII of the Social Se­
curity Act and the Federal Insurance Contributions Act, such 
items would be shown as expenditures under "Social Security 
Board" and "Departmental," and the reimbursements lor 
such expenses from the trust fund would also be shown as 
expenditures, unless such items are deposited as repayments 
instead of miscellaneous receipts. 

The PRESIDENT pro tempore. The question is on agree-
Ing to the amendment offered by the Senator from Missis­
sippi on behalf of the committee, 

The amendment was agreed to. 
Mr. HARRISON. Mr. President, I offer an amendment 

which is suggested by the Social Security Board to place the 
Federal share of administrative costs on the same basis as 
administrative costs for grants-in-aid to States for such 
costs in other allotments made by the Board. 

The PRESIDENT pro tempore. The amendment offiered 
by the Senator from Mississippi on behalf of the committee 
will be stated. 

The CExrE CLERIC. In lieu of clause (2) of sections 3 (a)
and 1003 (a), it is proposed to insert the following: 

and (2) an amount equal to one-half of the total of the sums 
expended during such quarter as found necessary by the Board for 
the proper and efficient administration of the State plan, which 
amount shall be used for paying the costs of administering the 
State plan or for old-age assistance, or both, and for no other 
purpose. 

Mr. HARRISON. Mr. President, at present the Federal 
Government participates in State old-age assistance and 
blind-assistance administrative costs by adding 5 percent to 
the amount of the Federal share of the benefit payment. 

In the case of dependent children there is a different rule. 
The Federal Government under the law pays the same pro­
portion of ad~inisi~tive cosft as' of benefit payments. This 
has been found more. equitable and satisfactory; and this 
proposal is that instead of 5 percent of the total grant, the 
State winl get hailf the administrative expense as found neces­
sary by the Board in the case of old-age assistance and blind 
assistance. 

The PRESIDENT pro tempore. The question is on agree-
Ing to the amendment offered by the Senator from Missis­
sippi on behalf of the committee. 

T-he amendment was agrTeed to. 
Mr. REYNOLDS. Mr. President, I send to the desk an 

amendment, which I offer and ask to have read. 
The PRESIDENT pro tempore. The amendment winl be 

stated. 
The Cmz CLERIC. On page 116. line 4, it is proposed to 

insert a new section, as follows: 
Sxc. 904. Beginning with January 1, 1941. no provisions of the 

Social Security Act shall be operative or effective for foreign-born 
aliens who have not taken out their full American citizenship 
papers by that date or who do not become American citizens within 
6 years after their entrance into this country: Provided, htowever,
That all aliens not qualified for social-security benefits shall have 
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refunded to them the full amount of any contribution they may
have made to the social-security fund before they became dis-

quaifidfom ariciatin i te benefits of this act through
omlywih of 

Proiddurite, ha inth cseof alien employers or American 
empoyrsusiglin lboer atax equivalent to that collected 

falue o heciiznship requirements the act: 

fromlikAmricn ctizns hal be levied and collected ss a 
"special privilege tax" for operating as aliens in this country in 
direct competition with American citxiven. 

Mr. REYNOLDS. Mr. President, I may state by way of 
explanation that the amendment which I have offered merely 
prohibits noncitizens&-that is to say, aliens in this country-
from Participating In the benefits of the proposed act. I 
think the time has arrived when we should pay more atten-
tion to our own people and quit worrying about the citizens 
of other countries of the world. I do not see why American 

taxayes ciizes oter ounrie. Iamsupor soul o
tapaersl asknthoul suportcitizens of otherUi coutries. Ioam 
mepprtely asin ta ncitizensthe United northbeof States. s 

yeas and nays.NotCali. 
Mr. WALSH. Mr. President, if this amendment Is to be 

contested we should have time to study it and consider it. 
I do not know whether or not I am in sympathy with It. 

My frstimpuse s t be or t, ut I isfarreacingandMy frstimpuse s t be or t, ut i isfarreacingand
important, Prnd I think we ought to adjourn and give con-
sideration and attention to the amendment tomorrow. 
I personally do not feel like going on record without an 
opportunity to study it, though I am sympathetic with the 
Senator's idea. 

Letchirmne ak te o thecomitte whthe he 
Intends to accept the amendment and have it go to con-
ference. 

Mr. HARRISON. Mr. President, I do not say that I ap-
prove the amendment, as I have not had time to study all 
its implications. I am informed by the Social Security
Board that it would create administrative dliffculties. It 
I should accept It, it will merely be to place the whole prob-
lem in conference. 

Aft. WALSH. Then let us adjourn and have a chance to 
study it before we vote on an amendment of thi im

portnceandconsquece.Mr.
MortacHAndIcONsequencesgetdaote mnmn 

to the Senator from North Carolina, and if he will offer 
that, we will 'let the matter go to conference. It is an 
amendment which deals with the question of payments being 
made outside of the United States. I do not necessarily 
give my approval, to either this amendment or to the 
amendment offered by the Senator from North Carolina, 
but am submitting additional language only because I feel 
that if there are any limitations to be placed on the pay­
ments, the matter should be considered from more than one

Angle.money
Mra ALHngleheSnto' medet ob 

broader than that. 
Mir. HARRISON. My amendment is based on administra-

tive problems. 
Mr. WALSH. I understood the amendment to forbid 

any alien any of the benefits of the social security pro-. 
visions unless he has taken out his first papers, and within 
6 years takes out his final papers. That is the gist of 
the amendment, as. I caught It from a hurried reading. 

The point I make is that I do not know how many 
people it would affect; I do not know what distress it might 
cause; I do not know how far reaching it would be, and 
I think we ought to have time, and not be obliged, at 6 
o'clock, to go on record on a measure of this importance. 
I say that I do not know what my own convictions about 
it would be. 

Mr. HARRISON. Aft. President, I have an amendment 
which I desire to offer as an addition to the aimendment 
offered by the Senator from North Carolina, and I suggest 
that we let the whole matter go to conference, 

Mr. WALSH. If there is not to be a roll call, I do not 
make any sulggestionl as to adjourning, but if there Is to be 
a roll call on the amendment, I think the Senate should 
pdiourn, until tomnorrow. 

RECORD--SENATE 
Mr. HARRISON. I think my proposal Is agreeable to the

Se~nator from North Carolina. I hope the Senator from 
-

North Carolina will modify his amendment to the extent 
suggested.

Mr. REYNOLDS. Mr. President, in order that there may 
be no misunderstanding about this matter Insofar as the 
record vote is concerned, because it is an important amend­
ment, it is my understanding that the Senator from Mis­
sissippi has accepted my amendment, and it Is my further 
understanding that his amendment likewise has been ac­
cepted, and that they will both be considered in conference. 

Mr. HARRISON. That is correct. 
MrRENLS Iwatokepheecdclrtoht 

extent.
The PRESIDENT pro tempore. The clerk will state the

amendment offered by the Senator from Mississippi by way 
of modification of the amendment of the Senator from 

The CHIEF CLEMK. At the end of the amendment offered 
by the Senator from North Carolina it is proposed to insert: 

(b) No payment of any benefit provided In section 202 of this 
title shall be payable to an Individual while such-individual Isnot a resident of the United States or Its possessions unless such 
individual resides within 50 miles of the United States. 

Mr. REYNOLDS. One question there, if the Senator 
from Mississippi will yield for a moment. What is the 
meaning of the words "resides within 50 miles of the United 
Sae" 

Mr. HARRISON. Mr. President, we have a special situa­
tion with certain nearby countries, especially those which 
aecniuu ousc sMxc n aaa ed 
are contius to usngsuch asenlMelaicoand Canada Whoedoun 
ntriswant to cangsue our frendlyr relationswth thoe ropos­
tis n msr h eao ol o.Tepooe 

,aragemnt wil put the whole matter into conference, and 
we can consider it carefully. 

Mr. TAFT. Am I to understand that an alien who has 
actually paid the tax on his salary is to be barred from 
getting back any of the money he has already paid in?

REYNOLDS. As a matter of fact, my amendment 
provides that anything he might have paid in shall be re­

tur.e tThPm.AIhadtemnmntoteSntr
 
MrTA .AsIhadtemnmntoteSntr
 

from Mississippi read, there was no such condition in It.
 
Mr. HARRISON. The suggested amendment I offered Is 

merely to place the matter of payment outside the United 
states, as well as the question of payments to aliens, in coil­,ference. The question would frequently be raised in connec­
tion with survivor benefits. 

Mr. TAFT. Although the deceased may have paid in his
for years, his beneficiaries could have no advantage

of It merely because they do not live here. Is that the posi­

to fteSntr 
Mr. HARRISON. If they live In this country they get 

the money; whether we should risk policing payments In 
foreignl countries, where our penalty, provisions for fraud 
would be Ineffective, where we will have to expend large 
sums for effectively safeguarding the funds, Is a matter for 

'tdy 

Mr. TAFT. It seems to me a very unreasonable provi­
81011.
 

Mr. REYNOLDS. It is my understanding that the Senator
 
from Mississippi has in mind certain International treaties
 
we have 'With other countries of the world. In that con_
 
nection. I might at this time bring to the attention of the
 
Senator from New York, if he will Pardon me, the fact that
 
many of the countries with which we have some sort of
 
treaty will not permit any money to be sent out of their
 
borders. I think that if both of the amendments are to be
 
considered, those countries which are not permitting money
 
to leave their borders to come to the United States--except

reciprocal payments, which have been referred to today-.
 
should not be considered In this.
 

Mr. ADAMS. Mr. President, I wish to maker an inquiry.
 
Does the Senator say to us that we have treaty arrangements
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with other nations which compel us to make payments to our 
citizens who are abroad? 

Mr. HARRISON. We have not been able to go carefully 
into this matter of the amendment offered by the Senator 
from North Carolina with the officials of the State Depart-
ment. There exist certain arrangements, I understand, under 
wh~ch, when people die in certain foreign countries, settlement 
of estates may result to the benefit of citizens of this country
if there are heirs here. The matter is one which manifestly 
recuires careful consideration. 

Mr. ADAMS. We are talking about future payments. 
Mr. HARRISON. We do not want to violate any existing 

arrangements with foreign countries. The Finance Commit-
tee has not been able to go into this matter thoroughly, nor 
has the committee given any careful study to It. 

Mr. ADAMS. The President pro tempore of the Senate, 
now presiding, who knows all about treaties with foreign 
countries, could, from the chair, inform us as to these ar-
rangements with foreign nations. 

The PRESIDENT pro tempore. Does the Senator from 
North Carolina accept the amendment of the Senator fromMissssipiart a af hs amndmntChairman,

Missssipi a a artf hs amndmntUnited 
Mr. REYNOLDS. I will accept it, but I can enlighten the 

Senator from Colorado about one thing, that Is, that more
mone frm th Amricagoe a-UntedStats o ino oter moneUntedStaesfrm te f Amric gos ino oherna-

tions of the world than comes from other countries to this 
Nat-ion. We are sending out hundreds of thousands of dollars 
yearly from the United States by way of veterans' pensionsPto citizens who are now residing in other nations of the world, 
some of whom, as a matter of fact, have become affiliated in 
sympathy with other countries, according to the understand-
ing I have. 

Mr. CHWLLENACH of ee-Myundestadin he
Mr. CHWLLENACI ndestaningof sc-My te 

ond part of the amendment of the Senator from North Car-
olina is that under it the employers of the 3.700.000 aliens in 
this country, or the percentage of them who might bhe em-
ployed, would have to pay the tax, despite the fact that the 
workers would not get the benefit of the money which Was 
paid, unless the aliens should be naturalized, and this is 

seither a method of tax against the employers which never 
goeson o te eploeesort wuldfore nauraizaionofte tgoeson o eploeesorwuldfore nauraizaionof 

3,700,000 aliens. 
Mr. REYNOLDS. In reference to that, it would be in the 

form of a special privilege tax. Why should foreigners in 
this country be provided benefits by our Government and 
given work here when we have 12.000,000 people out of em-
ployment? I am thinking about the unfortunate unem-
ployed American citizcns in this country. There are be-
tween eleven and twelve million of them at tiois hour, men 
and women, locking for jobs, who have been looking for jobs
for years, and cannot find, them. Insofar as the Junior 
Senator from North Carolina is concerned, I shall do my 
best to protect American jobs for American citizens. Then 
after we have provided those 11,000,000 or 12,000,000 men 
and women with jobs, and after we have provided with 
whole-time jobs the 26.000.000 men and women who are now 
wcrklng on part time, and after we have found jobs for the 
3,000,000 men and women on the W. P. A. rolls, and after we 
have reduced the employees on the Government rolls who 

arein ow .00.00 nd we avefoud jbsumbr, fte 
are ownmbe, aterwe hve oun jos,00,00inad 

for 300.000 American boys in our C. C. C. camps, and after 
we have found jobs for the 700,000 young boys and girls who 
graduated from the high schools and colleges last month-

wecanforafte alwehav don he mercan itien amafte alwehav don wecanfor he mercan itien am 
talking ebu eetdy att eppol nErpe and 
every other continent. But I do not want to help them until 
after I have done my part toward helping American citizens, 

My amendment simply provides that aliens in our country 
shall not be permitted to participate in the benefits received 
by citizens of this country. 

Mr. SCHWELLENBACH. Mr. President, will the Senator 
yield? 

Mr. REYNOLDS. I yield, 
Mr. SCHWELLENBACH. I asked the Senator a question 

which I think, could be answered "yes" or -,no."-e, l 

the question whether or not the amendment, if adopted, would 
have the effect I suggested?

Mr. REYNOLDS. That would be the effect. In the case 
of alien employers or American employers using alien laborers, 
a tax equivalent to that. collected from like American citizens 
shall be levied and collected as a special-privilege tax. In 
other words, my answer is that I am for the American citizens 
first, and then for the "furriner" second. 

The PRESIDENT pro tempore. The question Is on agree­
ing to the amendment of the Senator from North Carolina 
[Mr. REYNOLDS] as modified. 

The amendment as modified was agreed to. 
Mr. WALSH. Mtr. President, I ask to have printed in the 

RECORD at this point a letter from the Acting Secretary of the 
Treasury to the chairman of the Committee on Flinance of 
the United States Senate. 

'The PRESIDENT pro tempore, Without objection, It is so 
ordered. 

The letter is as follows: 
JULY 13, 1939. 

Hon. PAY RAnRRIN,Committee on Finance,
States Senate, Washsinqton, D. C. 

My DEAR MR. CHAIRMAN: Further reference Is made to your letter 
dated June 23, 10,39. transmitting a copy of S. 2680 (76th Cong..lst eses.). entit'ed "A bill to provide for the clarification of certain
provisions of the Social security Act and of the Internal Revenue 
Code with respect to trustees of Massachusetts trusts and other 
fiduciaries, and for other purposes." A statement of this Depart­
ment's views on this proposed legislation Is requested.S. 2680. if enacted, would emend section 1101 (a) (6) of the
Social Security Act and section 1426 (c) of subchapter A and 
section 1607 (h) of subchapter C of chapter 9 of the Internal 
Revenue Code to provide that a trustee holding either alone or 
with no more than four other persons the legal title to trust prop­erty is not an employee of the trust, whether or not the trust Is 
n association taxable as a corporation. The amendment of the 

Social Security Act would apply only with respect to the years 
1936. 1937, and 1938. The amendments of the Internal Revenue 
Code would apply on and after January 1, 1939.

With respect to the status of trusts and trustees for the pur­poses of titles VIII and IX of the Social Security Act and sub-
chapters A and C of chapter 9 of the Internal Revenue Code, It Is 
the position of the Department that a trust estate, rather than 
the trustees thereof. should generally be treated as the employer of 
employees performing services on behalf of such estate. In de­ermining whether trustees should be considered as employees of 
the trust estate, It has been concluded (1) that trustees of an 
ordinary trust, that Is, one created by will or by declaration of 
the trustees or of the grantor, the trustees of which take title tothe property for the purpose of protecting or conserving It as
customarily required under the ordirnary rulles applied In chancery 
and probate courts. are rot employees of the trust estate, and (2) 
that trustees of a "'business" trust, that is. one created or availed
of primarily for the conduct of a business venture, are employeesof the trust estate. 

The distinction between ordinary trusts and business trusts. 
for tax purposes generally, has long been recognized. A business 
trust, as distinguished from an ordinary trust of the traditional 
type, is one used as a medium whereby an Income-producing orprofit-seeking activity may be carried on through a substitute for 
an organization such as a corporation, thus obtaining the ad­
vantages of that form of organization without Its disadvantages. 
The trustees of a business trust perform for the trust estate serv-
Ices similar to those performed for a corporation by the officersthereof. The term "~corporation"' is defined by the applicable pro­
visions of law to include "associations, joint-stock companies, and 
insurance companies." The term "associations" as used In the 
definition has been held to include business trusts. Therefore, in 

iew of the provisions of section 1101 (a) (6) of the Social SecurityAct and sections 1426 (c) and 1607 (h) of the Internal Revenue 
code, which provide that the term "employee" Includes an officer 
of a corporation, a trustee of a business trust ia considered ani 
employee of the trust estate. 

The enactment of S. 2680 would exempt from the taxes Imposedunder titles VIII end IX of the Social Security Act and the corre­
apnding provisions of the internal Revenue Code the iremunrar­
tioa of trustees of business trusts. It would also exclude such 
trustees from the Individuals who must be counted in order to
determine whether the trust was or Is an "employer" for the pur­
poses of title IX of the Social Security Act, and subchapter C of 
chapter 9 of the Internal Revenue Code. 

Whether legislation should be enacted to relieve business trusts 
and their trustees of the burden of the taxes imposed under the 
Social Security Act and subohapters A and C of chapter 9 of the]Internal Revenue Code with respect to the remuneration of the
trustees without granting similar relief to corporations or other 
business organizations and their officers with respect to the re­
muneration of the officers is. of course, a matter of policy for theWeal determination of the Congress. It Is pointed out, however, that

enjoyed the speech; but would the Senator kindly answer I xcmption provisions. complicate the gadministraton of a tax law, 
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and the Department, for administrative reasons, would prefer that 
exemptions from social-security taxes be kcpt as few in number 
and as simple as other considerations may permit. The Depart­
ment Is also opposed, for administrative reasons, to the provisions
of the bill making applicable retroactively the exceptions therein 
contained. Furthermore, since the bill provides that the amend-
ment to the Social Security Act shall apply only with respect to the 
years 1936, 1937, and 1938, the remuneration of trustees with 
respect to 1939 and subsequent years will be included for purposes 
of the benefits provided by title II of the Social Security Act: but, 
by virtue of the proposed amendment of subchapter A of chapter 
9 of the Internal Revenue Code, would not be subject to the taxes 
imposed With respect to such years by such subchapter. For fiscal 
reasons the Department is opposed to the enactment of any legis-
lation which would operate to exempt a particular class of indi-
viduals from the taxces imposed by subchapter A of chapter 9 of 
the Internal Revenue Code if such individuals remain eligible for 
benefits under title II of the Social Security Act, 

For the foregoing reasons the Department is not in favor of the 
enactment of S. 2680.beasofinssnhsfmly

In view of the urgency of this matter advice has not been secured 
from the Bureau of the Budget as to its relationship to the program 
of the President. 

In the event that further correspondence relative to this matter 
is necessary, please refer to IR:A & C:RR.MrAUTN 

VeytuyHERBERT E. GASTON, 
Acting Secretary of the Treasury. 

The PRESIDENT pro tempore. The bill is still before 
the Senate and open to further amendment, 

If there be no further amendments, the question is on the 
engrossment of the amendments and the third reading of the 
bill, 

The amendments were ordered to be engrossed and the bill 
to be read a third time, 

The bill was read the third time. 
The PRESIDENT pro tempore. The question Is, Shall the 

bill pass? 
Mr. LODGE. I ask for the yeas and nays. 
The yeas and nays were not ordered. 
Mr. LODGE. I suggest the absence of a quorum. 
Mr. HARRISON. Mr. President, what was the request of 

the Senator from Massachusetts? 
The PRESIDENT pro tempore. The Senator from Mas-

sachusetts asked for the yeas and nays, but there, was not a 
sufficient number. 

Mr. HARRISON. I ask for the yeas and nays.
Teyaannaswroree.CapperTeYaannaswroree.Chavez 

Mr. LODGE. I withdraw my suggestion of the absence of 
a quorum. 

The PRESIDENT pro tempore. The question Is, Shall the 
bill pass? The clerk will call the roll. 

The legislative clerk proceeded to call the roll'. 
Mr. HALE (when his name was called). I have a pair with 

the junior Senator from South Carolina [Mr. BYaRNES]. Being 
unable to secure a transfer of my pair, I must withhold my 
vote. If at liberty to vote, I should vote "nay"; and, if at 

lbrytvoethSeaofrmSuhCrlnwolvoeliery ovoeth ro arlia oldvoeento Sut 
"yea.",

Mr. HARRISON (when his name was called). I have a 
general pair with the Senator from Oregon [Mr. MCNARYI. I 
understand he would vote as I intend to vote. Therefore I am 
at liberty to vote, and vote "yea." 

Mr. BARKLE (when Mr. LOGAN'S name was called). My 
colleague [Mr. LOGANi] is unavoidably absent. If present, he 
would vote "Yea." 

Mr. SHIPSTEAD (when his name was called). I have a 
pair with the senior Senator from Virginia [Mr. Gx.Ass]. I 
transfer that pair to the senior Senator from California [Mr. 
JOHNSON] and will vote. I vote "Yea." If present, the Senator 

fromCalforia"ya."Theouldvot 
The roll call was concluded.apitdM.HRIOM.KIG 
Mr. MINTON. I announce that the Senator from North 

Carolina [Mr. BAILEY], the Senator from Alabamna [Mr. 
BA~NKBEAD]. the Senator from South Carolina [Mr. BTRuN~sl, 
the Senator from Arkansas [Mrs. CARAWAY], the Senator 
from Florida, (Mr. PEPPER], and the Senator from Maryland 
[Mr, TYDrxGs] are absent on important public business. I 
am advised that If present and voting, these Senators would 
vote "yes." 

The Senators from Tennessee [Mr. McKELLAR and Mir. 
STEWART], the Senator from Texas [Mr. CONNALLY], the 

Senator from Nebraska [Mr. BURKE], the Senator from Mis­
souri [Mr. TRumAN]. and the Senator from Arkansas [Mr. 
MILLER] are members of the committee to attend the funeral 
othlaeRpsnaivMcEOLSadarhrfr,
ftelt ersnaieMCENLS n rteeoe 

necessarily absent. I am advised that if present and voting, 
they would vote "yea."

The Senator from Michigan [Mr. BnowN], the Senator 

from Idaho [Mr. CLARItH, the Senator from Missouri [Mr. 
CLARuc], the Senator from Ohio [Mr. DoNAHEY], the Senator 
from California [Mr. DOWNsE'], the Senator from Virginia 
[rGASadteSntrfo eaa[r cA~M 
(M.GASadteenorfmNvda[ .MCRAN 
are detained on important public business. 

The Senator from New Jersey [Mr. SMATIIERS] is absent 

beasofilssnhsfaly
The Senator from Utah [Mr. KING] is absent on official 

business. He has a general pair with the Senator from New 
Jersey [Mr. SMATHEllS].

IanocettthSntrfomOgo 
[Mr. McNARY] * the Senator from Michigan [Mr. VANDEN­
BERG], the Senator from California (Mr. JoHNsoN], and the 
Senator from Pennsylvania (Mr. DAvis] are all necessarily 
absent. If present, they would all vote "yea." 

I announce the following pairs on this question: 
The Senator from Oregon [Mr. HOLMANI] with the Senator 

from Tennessee [Mr. STEWARTJ. 
If present, the Senator from Oregon would vote "nay" 

and the Senator from Tennessee would vote "yea." 
I also announce the general pair of the Senator from 

Deleware [Mr. TOWNSEND] with the Senator from Tennessee 
[Mr. McKELLAa]L 

The result was announced-yeas 57. flays 8, as follows: 
YEAS-57 

Adams Gibson Lucas Bchwast 
Ashurst Gillette Lundeen Schwellenbach 
Austin Green Maloney Sheppard
Barbour Guffey Mead Shipstead

Barkley Harrison Minton Slattery
 
Bilbo Hatch Murray Thomas. Okla.

Bone Hayden Neely Thomas, Utah 
Bulow Herring Norris Van Nuys 
Byrd Hill O'Maboney Wagner

Holt Overton Walsh
Hughes Pittman Wheeler 

Dansher Johnson, Colo. Radcliffe Wiley 
Ellender La Follette ReedGeorge Leee Reynolds
Gerry Lodge Russeil 

NAYS-S 
Anrws Fazier SmItis Tobey 
Bridges Gurney Taft White 

NOT VOTING-31 
Bailey Clark. Mo. Johnson. Calif. Pepper 
Bankhesd Connally King Smathers 
Borah Davis Legan StewartBrown Donahey mcCarran Townsend 
Burke Downey McKellar Truman 
Byrnes Glass McNary Tydings
Caraway Hale Miller Vandenberg
Clark. Idaho Holman Nye 

So the bill R. R. 6635 was passed. 
Mir. HARRISON. Mr. President, I ask unanimous consent 

that the clerks may be directed to renumber the- sections. 
The PRESIDENT pro tempore. Without objection, it is so 

odrd 
ordre.HRIO.Inwmv htteSn nituo 

Mrs Ha RRImensON Isnow movfrnethaththeSeatuisisthupo-
Its amndmentsth conferen ihtesCaskfr aponth Houste pathere 
on, aendtate teCarapin.h ofreso h ato 

motion was agreed to; and the President pro tempore 
r ERE r APL 

appoi, ntd Mr. HARPRINconfreesInGh th. Seate.­Mr.rGEoRfE 
,adM. apicneee ntepr o h eae 
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IN THE SENATE OF THE UNITED STATES 

Ju~y 13 (legislative day, Juur 10), 1939
 

Ordered to be printed with the amendments of the Senate numbered
 

AN ACT
 
To amend the Social Security Act, and for other purposes. 

1 Be it enacted by the Senate-and.House of Representa­

2 tives of the United States of America in Congresa assembleal. 

3 That this Act may be cited as the "Social Security Act 

4 Amendments of 1939". 

5 TITLE I-AMEND)MENTS TO TITLE I OF THE 

6 SOCIAL SECURITY ACT 

7 SEc. 101. Section 2 (a) of the Social Security Act is 

8. amended to read as follows: 

9 " (a) A State plan for old-age assistance must (1) 

10 provide that it shall be in effect in all political subdivisions 

11 of, the State, and, if administered by them, be mandatory 

:L upon them; (2) provide for financial -participation by, the 



2
 

1 State (1)and, effective January 1, 1941, such financial 

2 participationshall amount to not less than $10 each month 

4 with respect to each needy individual receiving old-age 

3 assistance for the month; (3) either provide for the estab­

5 lishment or designation of a single State agency to administer 

6 the plan, or provide for the establishment or designation of a 

'7 single State agency to supervise the administration of the 

8 plan; (4) provide for granting to any individual, whose 

9 claim for old-age assistance is denied, an opportunity for a 

10 fair hearing before such State agency; (5) provide such 

11 methods of administration ((2)ethei- thfff thee f-elatine te 

12 sekection, te~iffe ef effee, aiid ee iensatie~of per-sefffel in­

13 cluding, af ter January 1, 1940, methods relating to the 

14 establishment and maintenance of personnel standards on a 

15 merit basis) as are found by the Board to be necessary for 

16 the proper and ~efficient operation of the plan; (6) provide 

17 that the State agency will make such reports, in such form 

18 and containing such information, as the Board may from 

19 time to time require, and comply with such provisions as the 

20 Board may from time to time find necessary to assure the 

21 correctness and verification of' such reports; (7) effective 

22 July 1, 1941, provide -that the State agency shall, in deter­

23 mining need, take into consideration any other income and 

24 resources of art individual claiming old-age assistance; and 

25 (8) effective July 1, 1941, provide safeguards which re-' 



3
 

1 strict the use or disclosure of information concerning appli­

2 cants and recipients to purposes directly connected with the 

4 administration of old-age assistance." 

3 SEC. 102. Effective January 1, 1940, section 3 of such 

5 Act is amended to read as follows: 

6 "4PAYMENT TO STATES 

7 (3)"SiEG 137 -(&)- Foia the sufa appr-epiate4 ther~efer­

8 the Seefetaliy of the T~ewiufy shall paty to eaeh State whieh 

9 hats aii appfoved plaH ife old-age aissistftnee, fer eaeh quy-­

10 te-r-, hegink with the quafte -eo -eei. Januatify 4-, 

11 4194O, -(4-) a-i amoim+thi whieh shall4 he u-sed e~eliusively &s 

12 old-age assistaflee, equatl to oefleha of the total of the sufns 

13 e~Epefded dafif+g sfeh quffte as old-age assistaftee aftdei' 

14 the State plen wit fespeet to eaeh needy indi-4ua wheaft 

15 the tim~e of sueh expefldittore is si~ty fie yeatrs of age of 

16 ekder ftfd is Rot han iftnia-te of at pablie institiationt, net eeut-n 

17 iug so fitteh of s'aeh e~ipenditufre with respeet to aiwv mi-t 

18 v4diia4 fer any ffienth ats e~eees~$40-, anfd +(2}+& per eefttttf 

19 of sueh affeut, whieh shal be used for patying, the eests of 

20 adfiiseigthe State planH or for- old-age assistailee; of 

21 bo3th-, and for nteoether pufpose. 

22 "SEC. 3. (a) From the sums appropriatedthere/or, the 

23 Secretary of the Treasury shall pay to each State which 

24 has an approved plan for old-age assistance, for each quarter, 

25 beginning with the quarter commencing January 1, 1940, 
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1 (1) an amount, which shall be used exclusively as old-age 

2- assistance, equal to the sum of the following proportions of 

4 the total amounts expended during such quarter as old-age 

3 assistance under the State plan with respect to each needy 

5 individual who at the time of such expenditure is sixty-five 

6 years of age or older and is not an inmate of a public insti­

7 tut~ion, not counting so much of such expenditure with respect 

8 to any such individual for any month as exceeds $40'­

9 "(A) Two-thirds of such expenditures, not count­

10 ing so much of any expenditure with respect to an~y 

11 month as exceeds the product of $15 multiplied by the 

12 total number of such individuals who received old-age 

13 assistancefor such month, plus 

14 "(B) One-half of the amount by which such ex­

15 penditures exceed the maximum which may be counted 

16 under clause (A); 

17 and (2) an amount equal to one-half of the total of the sums 

18 expended during such quarter as found necessary by the 

19 Board for the proper and efficient administration of the 

20 State plan, which amount shall be used for paying the 

21 costs of administering the State plan or for old-age assist­

22 ance or both, and for no other purpose: Provided, how­

23 ever, That in the case of any State which shall reduce the 

24 amount paid in such State in 1939 to such needy individuals 

25 for old-age assistance, the amount to be paid by the Secre­
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1 tary of the Treasury to such State shall be (1) an amount, 

2 which shall be used exclusively as old-age assistance, equal 

4 to one-half of the total of the sums expended during such 

3 quarter as old-age assistance under the State plan with re­

5 spect to each needy individualwho at the time of such expendi­

6 ture is sixty-five years of age or older and is not an inmate of 

7 a public institution, not counting so much of such expendi­

8 ture with respect to any individual for any month as exceeds 

9 $40, and (2) 5 per centum of such amount, which shall be 

10 used for paying the costs of administeringthe State plan or 

11 for old-age assistance, or both, and for no other purpose. 

12 " (b) The method of computing and paying such 

13 amounts shall. be as follows: 

14 "(1) The Board shall, prior to the beginigof 

15 each quarter, estimate the amount to be paid to the 

16 State for such quarter under the provisions of clause (1) 

17 of subsection (a) , such estimate to be based on (A) a 

18 report filed by the State containing its estimate of the 

19 total sum to be expended in such quarter in accordance 

20 with the provisions of such clause, and stating the 

21 amount appropriated or made available by the State 

22 and its political subdivisions for such expenditures in 

23 such quarter, and if such amount is less than (4)ene-. 

24 ha4 the State's proportionate share of the total sum 

25 of such estimated expenditures, the source or sources 
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1 from which the difference is expected to be derived, 

2 (B) records showing the number of aged individuals 

4 in the State, and (C) such other investigation as 

30 the Board may find necessary. 

5 " (2) The Board shall then certify to the Secretary 

6 of the Treasury the amount so estimated by the Board, 

7 (A) reduced or increased, as the case may be, by any 

8 sum by which it finds that its estimate for any prior 

9 quarter was greater or less than the amount which 

10 should have been paid to the State under clause (1) of 

11 subsection (a) for such quarter, and (B) reduced by 

12 a sum equivalent to the pro rata share to which the 

13 'United States is equitably entitled, as determined by the 

14 Board, of the net amount recovered during any prior 

15 quarter by the State or any political subdivision thereof 

16 with respect to old-age assistance furnished under the 

17 State plan; except that such increases or reductions shall 

18 not be made to the extent that such sums have been 

19 applied to make the amount certified for any~prior quarter 

20 greater or less than the amount estimated by the Board 

21 for such prior quarter: Provided, That any part of 

22 the amount recovered from the estate of a deceased 

23 recipient which is not in excess of the amount expended 

24 by the State or any political subdivision thereof for the 
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1 funeral expenses of the deceased shall not be considered 

2 as a basis for reduction under clause (B) of this para­

4 graph. 

3 " (3) The Secretary of the Treasury shall there­

5 upon, through the Division of Disbursement of the 

6 Treasury Department and prior to audit or settlement by 

7 the General Accounting Office, pay to the State, at the 

8 time or times fixed by the Board, the amount so certi­

9 fled, increased by 5 per centurn." 

10 SEC. 103. Section 6 of such Act is amended to read as 

ii follows: 

12 "SEC. 6. When used in this title the term 'old-age 

13 assistance' means money payments to needy aged indi­

14 viduals." 

15 TITLE II-AMTENDMENT TO TITLE II OF THE 

16 SOCIAL SECURITY ACT 

17 SEC. 201. Effective January 1, 1940, title II of such 

18 Act is amended to read as follows: 

19 "TITLE II-FEDERAL OLD-AGE AND (5) SLUR­

20 VIVOR SURVIVORS INSURANCE BENEFITS 

21 "FEDERAL OLD-AGE AND (6)su v~eia SURVIVORS INSUR­

22 ANCE TRUST FUND 

23 "SEC. 201. (a) There is hereby created on the books 

24 of the Treasury of the United States a trust fund to be known 
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1 as the 'Federal Old-Age and (7)SmHvioe* Survivors Insurance 

2 Trust Fund' (hereinafter in this title called the 'Trust Fund'). 

4 The Trust Fund shall consist of the securities held by the 

3 Secretary of the Treasury for the Old Age Reserve Account 

and the amount standing to the credit of the Old Age Rie­

6 serve Account on the books of the Treasury on January 1, 

7 1940, which securities and amount the Secretary of the 

8 Treasury is authorized and directed to transfer to the Trust 

9 Fund, and, in addition, such amounts as may be appro­

priated to the Trust Fund as hereinafter provided. There is 

11 hereby appropriated to the Trust Fund for the fiscal year 

12 ending June 30, 1941, and for each fiscal year thereafter, out 

13 of any moneys in the Treasury not otherwise appropriated, 

14 amounts equivalent to 100 per centum of the taxes (includ­

ing interest, penalties, and, additions to the taxes) received 

16 under the Federal Insurance Contributions Act and covered 

17 into the Treasury. 

18 " (b) There is hereby created a body to be known -as the 

19 Board of Trustees of the Federal Old-Age and (8)8ufviv 

Survivors Insurance Trust Fund (hereinafter in this title 

21 called the 'Board of Trustees') which Board of Trustees shall 

22 be composed of the Secretary of the Treasury, the Secretary 

23 of Labor, and the Chairmnan of the Social Security Board, all 

24 ex officio. The Secretary of the Treasury shall be the Man­

aging Trustee of the Board of Trustees (hereinafter in this 
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1 title called the 'Managing Trustee') . It shall be the duty 

2 of the Board of Trustees to­

4 " (1) Hold the Trust Fund; 

3 " (2) Report to the Congress on the first day of 

each regular session of the Congress on the operation 

6 and status of the Trust Fund during the preceding 

7 fiscal year and on its expected operation and status 

8 during the next ensuing five fiscal years; 

9 " (3) Report immediately to the Congress whenever 

the Board of Trustees is of the opinion that during 

11 the ensuing five fiscal years the Trust Fund will exceed 

12 three times the highest annual expenditures anticipated 

13 during that five-fiscal-year period, and whenever the 

14 Board of Trustees is of the opinion that the amount of 

the Trust Fund is unduly small. 

16 The report provided for in paragraph (2) above shall in­

17 clude a statement of the assets of, and the disbursements made 

18 from, the Trust Fund during the preceding fiscal year, an 

19 estimate of the expected future income to, and disbursements 

to be made from, the Trust Fund during each of the next, 

21 ensuing five fiscal years, and a statement of the actuarial 

22 status of the Trust Fund. 

23 " (c) It shall be the duty of the Managing Trustee tc 

24 invest such portion of the Trust Fund as is not, in his judg. 

ment, required to meet current withdrawals. Such invest 
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1 ments may be made only in interest-bearing obligations of 

2 the United States or in obligations guaranteed as to both 

4 principal and interest by the United States. For such pur­

3 pose such obligations may be acquired (1) on original issue 

at par, or (2) by purchase of outstanding obligations at the 

6 market price. The purposes for which obligations of the 

7 United States may be issued under the Second Liberty Bond 

8 Act, as amended, are hereby extended to authorize the 

9 issuance at par of special obligations exclusively to the Trust 

Fund. Such special obligations shall bear interest at a rate 

ii equal to the average rate of interest, computed as to the end 

12 of the calendar month next preceding the date of such issue, 

13 borne by all interest-bearing obligations of the United States 

14 then forming a part of the Public Debt; except that where 

such average rate is not a multiple of one-eighth of 1 per 

16 centuim, the rate of interest of such special obligations shall 

17 be the multiple of one-eighth of 1 per centum next lower than 

18 such average rate. Such special obligations shall be issued 

19 Only if the Managing Trustee determines that the purchase of 

other interest-bearing obligations of the United States, or of 

21 obligations guaranteed as to both principal and interest by 

22 the United States on original issue or at the market price, 

23 is not in the public interest. 

24 " (d) Any obligations acquired by the Trust Fund (ex­

cept special obligations issued exclusively to the Trust Fund) 
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1 may be sold by the Managing Trustee at the market price, 

2 and such special obligations may be redeemed at par plus 

4 accrued interest. 

3 " (e) The interest on, and the proceeds from the sale 

5 or redemption of, any obligations held in the Trust Fund 

6 shall be credited to and form a part of the Trust Fund. 

7 (9)-( )-b.he Maiiagkig Tnistee is 4if-eeted ta pay eaeh 

8 Rmefa1 k-&m the, Thist FEimd h~t- the Tr-easiify the amiwt 

9 estiniated by himtffa* the, Cliftmn of the Seeiptl Seemity 

10 Beaf4 whieh wvill he e-.peiided dtffiiig the nieith by the 

11 Seeia Seemfityv Beeai-4 and4 the Tr-easttfy Pepaft~ient fff the 

12 ofTte 14a-RdTite Aq4 f " A ret en4 

13 the Fe4eir4 lite~ffanee Centiibatiens A~et-. Seeh paymfeiits 

14 shall he ee~ver-ed iffte the Tr~eastffy as miseella-Reens reeeipts. 

15 14 it subseqfiieitly appears that the estimlates in anty pex­

16 ~tieulj fflenth were too high ff tee lewve- &Vpi-epfi94te adjust­

17 Rients shal he fRade by the, AMaiaging Tfastee ift fattnfe 

18 menhy payments. 

19 "()The Managing Trustee is directed to pay from the 

20 Trust Fund into the Treasury the amount estimated by him 

21 and the Chairman of the Social Security Board which will 

22 be expended during a three month period by the Social 

23 Security Board and the Treasury Department for the ad­

24 ministrationof Title II and Title VIII of this Act, and the 
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:1 FederalInsurance ContributionsAct. Such payments shall 

2 be covered into the Treasury as repayments to the account 

4 for reimbursement of expenses incurred in connection with 

3 the administration of Titles II and VIII of this Act and 

5 the FederalInsurance ContributionsAct. Such repayments 

6 shall not be available for expenditures but shall be carried 

7 to the surplus fund of the Treasury. If it subsequently 

8 appear that the estimates in any particular three month 

9 period were too high or too low, appropriate adustments 

10 shall be made by the Managing Trustee in future payments. 

11 " (g) All amounts credited to the Trust Fund shall be 

12 available for making payments required under this title. 

13 "OLD-AGE AND) (10X)HwweIVO SURVIVORS INSURPANCE 

14 BENEFIT PAYMENTS 

15 "Primary Insurance Benefits 

16 "SEC. 202. (a) Every individual, who (1) is a fully 

17 insured individual (as defined in section 209 (g) ) after 

18 December 31, 1939, (2) has attained the age of sixtym-five, 

19 and (3) has ifiled application for primary insurance benefits, 

20 shall be entitled to receive a primary insurance benefit (as 

21 defined in section 209 (e) ) for each month, beginning with 

22 the month in which such individual becomes so entitled to 

23 such insurance benefits and ending with the month preceding 

24 the month in which he dies. 
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1 "Wife's Insurance Benefits 

2 "(b) (1) Every wife (as defined in section 209 (i) ) of 

4 an individual entitled to primary insurance benefits, if such 

3 wife (A) has attained the age of sixtya-five, (B) has filed apm 

5 plication for wife's insurance benefits, (C) was living with 

6 such individual at the time such application was ifiled, and 

7 (ID) is not entitled to receive primary insurance benefits, or is 

8 entitled to receive primary insurance benefits each of which 

9 is less than one-half of a primary insurance benefit of her 

10 husband, shall be entitled to receive a wife's insurance 

11 benefit for each month, beginning with the month in which 

12 she becomes so entitled to such insurance benefits, and ending 

13 with the month immediately preceding the first month in 

14 which any of the following occurs: she dies, her husband dies, 

15 they are divorced a vinculo matrimonlii, or she becomes 

16 entitled to receive a primary insurance benefit equal to or 

17 exceeding one-half of a primary insurance benefit of her 

18 husband. 

19 " (2) Such wife's insurance benefit for each month shall 

20 be equal to one-half of a primary insurance benefit of her 

21 husband, except that, if she is entitled to receive a primary 

22 insurance benefit for any month, such wife's insurance benefit 

23 for such month shali be reduced by an amount equal to a 

2A primary insurance benefit of such wife. 
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1 "Child's Insurance Benefits 

2 "(c) (1) Every child (as defined in section 209 (k)) 

4 of an individual entitled to primary insurance benefits, or 

3 of an individual who died a fully or currently insured indi­

5 vidual (as defined in section 209 (g) and (h) ) after De­

6 cember 31, 1939, if such child (A) has filied application for 

'7 child's insurance benefits, (B) at the time such application 

8 was ifiled was unmarried and had not attained the age of 18, 

9 and (C) was dependent upon such individual at the time 

10 such application was ifiled, or, if such individual has died, was 

11 dependent upon such individual at the time of such individ­

12 ual's death, shall be entitled to receive a child's insurance 

13 benefit for each month, beginning with the month in which 

14 such child becomes so entitled to such insurance benefits, and 

15 ending with the month immediately preceding the first month 

16 in which any of the following occurs: such child dies, marries, 

17 is adopted, or attains the age of eighteen. 

18 " (2) Such child's insurance benefit for each month shall 

19 be equal to one-half of a primary insurance benefit of the 

20 individual with respect to whose wages the child is entitled 

21 to receive such benefit, except that, when there is more than 

22 one such individual such benefit shall be equal to one-half 

23 of whichever primary insurance benefit is greatest. 

24 " (3) A child shall be deemed dependent upon a father 

25 or adopting father, or to have been dependent upon such 
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1 individual at the time of the death of such individual, unless, 

2 at the time of such death, or, if such individual was living, 

4 at the time such child's application for child's insurance 

3 benefits was ifiled, such individual was not living with or 

5 contributing to the support of such child and­

6 " (A) such child is neither the legitimate nor 

7 adopted child of such individual, or 

8 " (B) such child had been adopted by some other 

9 individual, or 

10 " (C) such child, at the time of such individual's 

11 death, was living with and supported by such child's 

12 stepfather. 

13 " (4) A child shall be deemed dependent upon a mother, 

14 adopting mother, or stepparent, or to have been dependent 

15 upon such individual at the time of the death of such indi­

16 vidual, only if, at the time of such death, or, if such 

17 individual was living, at the time such child's application 

18 for child's insurance benefits was filed, no parent other than 

19 such individual was contributing to the support of such child 

20 and such child was not living with its father or adopting 

21 father. 

22 "Widow's Insurance Benefits 

23 "(d) (1) Every widow (as defined in section 209 j)) 
24 of an individual who died a fully insured individual after 

25 December 31, 1939, if such widow (A) has not remarried, 
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1 (B) has attained the age of sixty-five, (0) has filed appli­

2 cation for widow's insurance benefits, (D) was living with 

4 such individual at the time of his death, and (E) is not 

3 entitled to receive primary insurance benefits, or is entitled to 

receive primary insurance benefits each of which is less than 

6 three-fourths of a primary insurance benefit of her husband, 

7 shall be entitled to receive a widow's insurance benefit for 

8 each month, beginning with the month in which she becomes 

9 so entitled to such insurance benefits and ending with the 

month immediately preceding the first month in which any 

11 of the following occurs: she remarries, dies, or becomes 

12 entitled to receive a primary insurance benefit equal to or 

13 exceeding three-fourths of a primary insurance benefit of 

14 her husband. 

"(2) Such widow's insurance benefit for each month 

16 shall be equal to three-fourths of a primary insurance benefit 

17 of her deceased husband, except that, if she is entitled to 

18 receive a primary insurance benefit for any month, such 

19 widow's insurance benefit for such month shall be reduced 

by an amount equal to a primary insurance benefit of such 

21 widow. 

22 "Widow's Current Insurance Benefits 

23 "(e) (1) Every widow (as defined in section 209 (j)) 
24 of an individual who died a fully or currently insured indi­

vidual after December 31, 1939, if such widow (A) has not 



1 remarined, (B) is not entitled to receive a widow's insurance 

2 benefit, and is not entitled to receive primary insurance bene­

4 fits, or is entitled to receive primary insurance benefits each 

3 of which is less than three-fourths of a primary insurance 

5 benefit of her husband, (C) was living with such indi­

6 vidual at the time of his death, (ID) has ifiled application 

7~ for widow's current insurance benefits, and (E) at the 

8 time of filing such application has in her care a child of 

9 such deceased individual entitled to receive a child's insur­

10 ance benefit, shall be entitled to receive a widow's current 

11 insurance benefit for each month, beginning with the month 

12 in which she becomes so entitled to such current insurance
 

13 benefits and ending with the month immediately preceding
 

14 the first month in which any of the following occurs: no child
 

15 of such deceased individual is entitled to receive a child's in­

16 surance benefit, she becomes entitled to receive a primary
 

17 insurance benefit equal to or exceeding three-fourths of a
 

18 primary insurance benefit of her deceased husband, she be­

19 comes entitled to receive a widow's insurance benefit, she
 

20 remarries, she dies.
 

21 " (2) Such widow's current insurance benefit for each
 

22 month shall be equal to three-fourths of a primary insurance 

23 benefit of her deceased husband, except that, if she is entitled 

24 to receive a primary insurance benefit for any month, such 

H. R. 6635-2 
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1 widow's current insurance benefit for such month shall be 

2 reduced by an amount equal to a primary insurance benefit 

4 of such widow. 

3 "Parent's Insurance Benefit 

5 "(f) (1) Every parent (as defined in this subsection) 

6 of an individual who died a fully insured individual after 

7 December 31, 1939, leaving no widow and no unmarried 

8 survivingr child under the age of eighteen, if such parent (A) 

9 has attained the age of sixty-five, (B) was wholly depend­

10 ent upon and supported by such individual at the timae of 

11 such individual's death and filed proof of such dependency 

12 and support within two years of such date of death, (0) has 

13 not married since such individual's death, (ID) is not entitled 

14 to receive any other insurance benefits under this section, or 

15is entitled to receive one or more of such benefits for a month, 

16 but the -total for such month is less than one-half of a primary 

17 insurance benefit of such deceased individual, and (E) has 

18 filed application for parent' s insurance benefits, shall be 

19 en titled to receive a parent's insurance benefit' for each 

20 month, beginning with the month in which such parent be­

21 comes so entitled to such parent's insurance benefits and 

22 ending with the month immediately preceding the first 

23 month in which any of the following occurs: such parent dies, 

24marries, or becomes entitled to receive for any month an 

25 insurance benefit or benefits (other than a benefit under this 
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1 subsection) in a total amount equal to or exceeding one-half 

2 of a primary insurance benefit of such deceased individual. 

4 " (2) Such parent's insurance benefit for each month 

3 shall be equal to one-half of a primary insurance benefit of 

5 such deceased individual, except that, if such parent is en­

6 titled to receive an insurance benefit or benefits for any 

7 month (other than a benefit under this subsection), such 

8 parent's insurance benefit for such month shall be reduced 

9 by an amount equal to the total of such other benefit or 

10 benefits for such month. When there is more than one such 

11 individual with respect to whose wages the parent is entitled 

12 to receive a parent's insurance benefit for a month, such 

13 benefit shall be equal to one-half of whichever primary 

14 insurance benefit is greatest. 

15 " (3) As used in this subsection, the term 'parent' means 

16 the mother or father of an individual, a stepparent of an 

17 individual by a marriage contracted before such individual 

18 attained the age of sixteen, or an adopting parent by whom 

1-9 an individual was adopted before he attained, the 'age of 

20 sixteen. 

21 "Lump-Sum Death Payments 

22 "(g) U~pon the death, after December 31, 1939, of 

23 an individual who died a fully or currently insured indi­

24 vidual leaving no surviving widow, child, or parent who 

25 would', on filing application in the month in which such indi­
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1 vidual died, be entitled to a benefit for such month under sub­

2 section (11)-(-b)-, (c) , (d) , (e) , or (f ) of this section, an 

4 amount equal to six times a primary insurance benefit of such 

3 individual shall be paid in a lump-sum to the following person 

5 (or if more than one, shall be distributed among them) 

6 whose relationship to the deceased is determined by the 

7 Board, and who is living on the date of such determination: 

8 To the widow or widower of the deceased; or, if no such 

9 widow or widower be then living, to any child or children of 

10 the deceased and to any other person or persons who are, 

11 under the intestacy law of the State where the deceased was 

12 domiciled, entitled to share as distributees with such children 

13 of the deceased, in such proportions as is provided by such 

14 law; or, if no widow or widower and no such child and no 

15 such other person be then living, to the parent or (12)to the 

16 parents of the (13)deeeased a*4 to any eoAhe* perseii ei per-­

17 sefi ahfe e-Rtle4 tinde stie1h law te shae ee ds&tisM44ees 

18 w~h*t he pa~~ents of the deeeaed,4 ift swh roeinsaisp­

19 Ni44e by siieh law deceased, in equal shares. A person who is 

20 entitled to share as distributee with an above-named relative 

.21 of the deceased shall not be precluded from receiving a 

22 payment under this subsection by reason of the fact that 

23 no such named relative survived the deceased or of the 

24 fact that no such named relative of the deceased was living 

25 on the date of such determination. If none. of the persons 
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1 described in this subsection be living on the date of such 

2 determination, such amount shall be paid to any person or 

4 persons, equitably entitled thereto, to the extent and in the 

-3 proportions that he or they shall have paid the expenses of 

5 burial of the deceased. No payment shall be made to any 

6 person under this subsection, unless application therefor 

7 shall have been filed, by or on behalf of any such person 

8 (whether or not legally competent), prior to the expira­

9 tion of two years after the date of death of such individual. 

10 ccAPPLICATION 

11 "(h) An individual who would have been entitled to a 

12 benefit under subsection (b) , (c), (d), (e), or (f) for any 

13 month had he filed application therefor prior to the end of 

14 such month, shall be entitled to such benefit for such month 

15 if he files application therefor prior to the end of the third 

16 month immediately succeeding such month. 

17 ccREDUCTION AND INCREASE OF INSURANCE BENEFITS 

18 "SEC. 203. (a) Whenever the (14)beiiefi4 of total of 

19 benefits under section 202 payable for a month with respect 

26 to an individual's wages, (15)is more than $20 and exceeds 

21 (1) $85, or (2) an amount equal to twice a primary insur­

22 ance benefit of such individual, or (3) an amount equal to 

23 80 per centtum. of his average monthly wage (as defined in 

24 section 209 (f) ), whichever of such three amounts is least, 

25 such (16)beefite of total of benefits shall, prior to any deduc­
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1 tions under subsections (d) , (e) , or (h) , be reduced to 

-2 such least amount (17)or to $20, whichever is greater. 

4 " (b) Whenever the benefit or total of benefits under sec­

3 tion 202 (18)-(ef as redliteed tuide* sub3seetie~i -(a-), payable 

.5 for a month with respect to an individual's wages, is less 

6 than $10, such benefit or total of benefits shall, prior to any 

7 deductions under subsections (d), (e), or (h), be increased 

8 to $10. 

9 "(c) Whenever a decrease or increase of the total of 

10 benefits for a month is made under subsection (a) or (b)' 

11 of this section, each benefit (19), except the primary benefit, 

12 shall be proportionately decreased or increased, as the case 

13 may be. 

14 "(d) Deductions (20), in such amounts and at such 

15 time or times as the Board shall determine, shall be made 

16 from any payment (2 1)or payments under this title to which 

17 an individual is entitled, until the total of such deductions 

18 equals such individual's benefit or benefits for any month in 

19 which such individual: 

20 "(1) rendered services for wages of not less than 

21 $1;or 

22 "(2) if a child under eighteen and over sixteen 

23 years of age, (22)not an apprentice serving without 

24 remuneration, failed to attend school regularly and the 

25 Board finds that attendance was feasible (23)or, if serv­
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1 ing as an apprentice without remuneration, failed to so 

2 serve regularly and the Board finds that such service was 

4 feasible; or 

3 " (3) if a widow entitled to a widow's current in­

5 surance benefit, did not have in her care a child of her 

6 deceased husband entitled to receive a child's insurance 

7 benefit. 

8 " (e) Deductions shall be made from any wife's or child's 

9 insurance benefit to which a wife or child is entitled, until 

10 the total of such deductions equals such -wife's or child's 

11 insurance benefit or benefits for any month in which the 

12 individual, with respect to whose wages such benefit was paym­

13 able, rendered services for wages of not less than $15. 

14 " (f) If more than one event occurs in any one month 

15 which would occasion deductions equal to a benefit for such 

16 month, only an amount equal to such benefit shall be de-. 

17 ducted. 

18 " (g) Any individual (24)whose beinefits afe, in receipt 

19 of benefits subject to deduction under subsection (d) or (e) 

20 (25)(or who is in receipt of such benefits on behalf of 

21 another individual), because of the occurrence of an event 

22 enumerated therein, shall report such occurrence to the Board 

23 prior to the receipt and acceptance of an insurance benefit for 

24 the second month following the month in which such event 

25 occurred. Any such individual having knowledge thereof, 
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1 who fails to report any such occurrence, shall suffer an 

2 additional deduction equal to that imposed under subsection 

4 (d) or (e). 

3 " (h) Deductions shall also be made from any primary 

insurance benefit to which an individual is entitled, or from 

6 any other insurance benefit payable with respect to such 

7 individual's wages, until such deductions total the amount 

s of any lump sum paid to such individual under section 204 

9 of the Social Security Act in force prior to the date of enact­

ment of the Social Security Act Amendments of 1939. 

11 "OVERPAYMENTS AND UNDERPAYMENTS 

12 "SEc. 204. (a) Whenever an error has been made 

13 with respect to payments to an individual under this title 

1.4 (including payments made prior to January 1, 1940), 

proper adjustment shall be made, under regulations pre­

16 scribed by the Board, by increasing or decreasing subsequent 

17 payments to which such individual is entitled. If such indi­

18 vidual dies before such adjustment has been completed, adjust­

19 ment shall be made by increasing or decreasing subsequent 

benefits payable with respect to the wages which were the 

21 basis of benefits of such deceased individual. 

22 " (b) There shall be no adjustment or recovery by the 

23 United States in any case where incorrect payment has been 

24 made to an individual who is without fault (including pay­

ments made prior to January 1, 1940), and where adjust­
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1 ment or recovery would defeat the purpose of this title or 

2 would be against equity and good conscience. 

4 " (c) No certifying or disbursing officer shall be held 

3 liable for any amount certified or paid by him to any person 

5 where the adjustment or recovery of such amount is waived 

6 under subsection (b) , or where adjustment under subsec­

7~ tion (a) is not completed prior to the death of all persons 

8 against whose benefits deductions are authorized. 

"tEVIDENCE, PROCEDURE, AND CERTIFICATION FOR 

10 PAYMENT 

11 9"SEC. 205. (a) The Board shall have full power and 

12 authority to make rules and regulations and to establish pro­

13 cedures, not inconsistent with the provisions of this title, 

14 which are necessary or appropriate to carry out such 

15 provisions, and shall adopt reasonable and proper rules and 

16 regulations to regulate and provide for the nature and extent 

17" of the proofs and evidence and the method of taking and 

18 furnishing the same in order to establish the right to benefits 

19 hereunder. 

20 " (b) The Board is directed to make findings of tact, 

21 and decisions as to the rights of any individual applying for 

22 a payment under this title. 'Whenever requested by any 

23 such individual or whenever requested by a wife, widow, 

24 child, or parent who makes a showing in writing that his or 

25 her rights may be prejudiced by any decision the Board 
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1 has rendered, it shall give such applicant and such other 

2 individual reasonable notice and opportunity for a hearing 

4 with respect to such decision, and, if a hearing is held, shall, 

3 on the basis of evidence adduced at the hearing, affirm, 

modify, or reverse its findings of fact and such decision. The 

6 Board is further authorized, on its own motion, to hold such 

7 hearings and to conduct such investigations and other pro­

8 ceedings as it may deem necessary or proper for the admnin­

9 istration of this title. In the course of any hearing, investi­

gation, or other proceeding, it may administer oaths and 

11 affirmations, examine witnesses, and receive evidence. Evi­

12 dence may be received at any hearing before the Board 

13 even though inadmissible under rules of evidence applicable 

14 to court procedure. 

" (c) (1) On the basis of information obtained by or 

16 submitted to the Board, and after such verification thereof as 

17 it deems necessary, the Board shall establish and maintain 

18 records of the amounts of wages paid to each individua 

19 and of the periods in which such wages were paid and, upon 

request, shall inform any individual, or after his death shall 

21 inform the wife, child, or parent. of such individual, of the 

22 amounts of wages of such individual and the periods of pay­

23 ments shown by such records at the time of such request. 

24 Such records shall be evidence, for the purpose of proceed­

ings before the Board or any court, of the amounts of such 
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1 wages and the periods in which they were paid, and the 

2 absence of an entry as to an individual's wages in such records 

4 for any period shall be evidence that no wages were paid 

3 such individual in such period. 

5 " (2) After the expiration of the fourth calendar year 

6 following any year in which wages were paid or are alleged 

to have been paid an individual, the records of the Board as 

8to the wages of such individual for such year and the periods 

9 of payment shall be conclusive for the purposes of this title, 

10 except as hereafter provided.
 

11 "(3) If, prior to the expiration of such fourth year,
 

12 it is brought to the attention of the Board that any entry of
 

13 such wages in such records is erroneous, or that any item 

14 of such wages has been omitted from the records, the Board 

15 may correct such entry or include such omitted item in its 

16 records, as the case may be. Written notice of any revision 

17 of any such entry, which is adverse to the interests of any 

18 individual, shall be given to such individual, in any case 

19 where such individual has previously been notified by the 

20 Board of the amount of wages and of the period of pay­

21 ments shown by such entry. Upon request in writing made 

22 prior to the expiration of such fourth year, or within sixty 

23 days thereafter, the Board shall afford any individual, or 

24 after his death shall afford the, wife, child, or parent of such 

25 individual, reasonable notice and opportunity for hearing 
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1 with respect to any entry or alleged omission of wages of 

2 such individual in such records, or any revision of any such 

4 entry. If a hearing is held, the Board shall make findings 

3 of fact and a decision based upon the evidence adduced at 

5 such hearing and shall revise its records as may be required 

6 by such findings and decision. 

7 " (4) After the expiration of such fourth year,. the 

8 Board may revise any entry or include in its records any 

9omitted item of wages to conform its records with tax returns 

10 or portions of tax returns (including information returns and 

11 other written statements) filed with the Commissioner of In­

12 ternal Revenue under title VlII of the Social Security Act or 

13 the Federal Insurance Contributions Act or under regulations 

14 made under authority thereof. Notice shall be given of such 

15 revision under such conditions and to such individuals as is 

16 provided for revisions under paragraph (3) of this sub­

17 section. Upon request., notice and opportunity for hearing 

18 with respect to any such entry, omission, or revision, shall be 

19 afforded under such conditions and to such individuals as 

20 is provided in paragraph (3) hereof, but no evidence shall 

21 be introduced at any such hearing except with respect to con­

22 formity of such records with such tax returns and such other 

23 data submitted under such title VIII or the Federal Insurance 

24 Contributions Act or under such regulations. 
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1 "(5) Decisions of the Board under this subsection shall 

2 be reviewable by commencing a civil action in the district 

4 court of the 'United States as provided in subsection (g) 

3 hereof. 

5 " (d) For the purpose of any hearing, investigation, or 

6 other proceeding authorized or directed under this title, or 

7 relative to any other matter within its jurisdiction hereunder, 

8 the Board shall have power to issue subpenas requiring the 

9 attendance and testimony of witnesses and the production of 

10 any evidence that relates to any matter under investigation 

11 or in question before the Board. Such attendance of wit­

12 nesses and production of evidence at the designated place of 

13 such hearing, investigation, or other proceeding may be re­

14 quired from any place in the United States or in any Terrn­

1L5 tory or possession thereof. Subpenas of the Board shall be 

1.6 served by anyone authorized by it (1) by delivering a copy 

17 thereof to the individual named therein, or (2) by regis­

18 tered mail addressed to such individual at his last dwelling 

19 place or principal place of business. A verified return by the 

20 individual so serving the subpena, setting forth the manner 

21 of service, or, in the case of service by registered mail, the 

22 return post-office receipt therefor signed by the individual so 

23 served, shall be proof of service. Witnesses so subpenaed 

24 shall be paid the same fees and mileage as are paid witnesses 

25 in the district courts of the United States. 
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1 "(e) In case of contumacy by, or refusal to obey a 

2 subpena duly served upon, any person, any district court 

4 of the United States for the judicial district in which said 

3 person charged with contumacy or refusal to obey is found 

5or resides or transacts business, upon application by the 

6 Board, shall have jurisdiction to issue an order requiring 

7such person to appear and give testimony, or to appeax and 

8 produce evidence, or both; any failure to obey such order 

9 of the court may be punished by said court as contempt 

1-0 thereof. 

11 " (f) No person so subpenaed or ordered shall be ex­

12 cused from attending and testifying or from producing books, 

13 records, correspondence, documents, or other evidence on the 

14 ground that the testimony or evidence required of him may 

15 tend to incriminate him or subject him to a penalty or for­

16 feiture; but no person shall be prosecuted or subjected to any 

17 penalty or forfeiture for, or on account of, any transaction, 

18 matter, or thing concerning which he is compelled, after 

19 having claimed his privilege against self-incrimination, to 

20 testify or produce evidence, except that such person so testi­

21 fying shall not be exempt from prosecution and punishment 

22 for perjury committed in so testifying. 

23 " (g) Any individual, after any final decision of the 

24 Board made after a hearing to which he was a party, irre­

25 spective of the amount in controversy, may obtain a review 
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1 of such decision by a civil action commenced within sixty 

2 days after the mailing to him of notice of such decision or 

4 within such further time as the Board may allow. Such 

3 action shall be brought in the district court of the United 

5 States for the judicial district in which the plaintit! resides, 

6 or has his principal place of business, or, if he does not reside 

7or have his principal place of business within any such 

S judicial district, in the District Court of the United States 

9 for the District of Columnbia. As part of its answer the 

10 Board shall file a certified copy of the transcript of the record 

11 including the evidence upon which the findings and decision 

12 complained of are based. The court shall have power to 

13 enter, upon the pleadings and transcript of the record, a 

14 judgment affirming, modifying, or reversing the decision of 

15 the Board, with or without remanding the cause for a rehear­

16 ing. The findings of the Board as to any fact, if supported 

17 by substantial evidence, shall be conclusive, and where a 

18 claim has been denied by the Board or a decision is rendered 

19 under subsection (b) hereof which is adverse to an individual 

20 who was a party to the hearing before the Board, because 

21 of failure of the claimant or such individual to submit proof 

22 in conformity with any regulation prescribed under sub­

23 section (a) hereof, the court shall review only the question 

24 of conformity with such regulations and the validity of 

25 such regulations. The court shall, on motion of the Board 
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1 made before it files its answer, remand the case to the Board 

2 for further action by the Board, and may, at any time, on 

4 good cause shown, order additional evidence to be taken 

3 before the Board, and the Board shall, after the case is 

5 remanded, and after hearing such additional evidence if so 

6 ordered, modify or affirm its findings of fact or its decision, or 

7 both, and shall file with the court any such additional and 

8 modified findings of fact and decision, and a transcript of the 

9 additional record and testimony upon which its action in 

10 modifying or affirming was based. Such additional or 

l1 modified findings of fact and decision shall be reviewable 

12 only to the extent provided for review of the original find­

13 ings of fact and decision. The judgment of the court shall 

14 be final except that it shall be subject to review 'in the same 

15 manner as a judgment in other civil actions. 

16 " (h) The findings and decision of the Board after a 

17 hearing shall be binding upon all individuals who were par­

18 ties to such hearing. No findings of fact or decision of the 

19 Board shall be reviewed by any person, tribunal, or govern­

20 mental agency except as herein provided. No action against 

21 the United States, the Board, or any officer or employee 

22 thereof shall be brought under section 24 of the Judicial Code 

23 of the United States to recover on any claim arising under 

24 this title. 
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1 "(i) Upon final decision of the Board, or upon -final 

2 judgment of any court of competent jurisdiction, that any 

4 person is entitled to any payment or payments under this 

3 title, the Board shall certify to the Managing Trustee the 

name and address of the person so entitled to receive such 

6 payment or payments, the amount of such payment or pay­

7~ ments, and the time at which such payment or payments 

8 should be made, and the Managing Trustee, through the 

9 Division of Disbursement of the Treasury Department, and 

prior to any action thereon by the General Accounting 

11 Office, shall make payment in accordance with the. certifica­

12 tion of the Board: Provided, That where a review of the 

13 Board's decision is or may be sought under subsection (g) 

14 the Board may withhold certification of payment pending 

such review. The Managing Trustee shall not be held per­

16 sonally liable for any payment or payments made in accord­

17 ance with a certification by the Board. 

18 "(j0) When it appears to the Board that the interest of 

19 an applicant entitled to a payment would be served, thereby, 

certification of payment may be made, regardless of the legal 

21 competency or incompetency of the individual entitled thereto, 

22 either for direct payment to such applicant, or for his use 

23 and benefit to a relative or some other person. 

24 " (k) Any payment made after December 31, 1939, 

under conditions set forth in subsection (j), any payment 

T1. R. 6635-3 
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1 madle before January 1, 1940, to, or on behalf of, a legally 

2 incompetent individual, and any payment made after De­

4cember 31, 1939, to a legally incompetent individual with­

3out knowledge by the Board of incompetency prior to certi­

5fication of payment, if otherwise valid under this title, shall be 

6a complete settlement and satisfaction of any claim, right, or 

7inte rest in and to such payment. 

8 " (1) The Board is authorized to delegate to any mem­

9 ber, officer, or employee of the Board designated by it any 

10 of the powers conferred upon it by this section, and is author­

11ized to be represented by its own attorneys in any court 

12 inany case or proceeding arising under the provisions of 

13 subsection (e) . 

14 "(in) No application for any benefit under this title 

15 filed prior to three months before the first month for which 

16 the applicant becomes entitled to receive such benefit shall be 

17 accepted as an application for the purposes of this title. 

18 " (n) The Board may, in its discretion, certify to the 

19 Managing Trustee any two or more individuals of the same 

20 family for joint payment of the total benefits payable to 

21 such individuals. 

22 itREPIZESENTATION OF, CLAIMANTS BEFORE THE BOARD 

23 "SEC. 206. The Board may prescribe rules and regula­

24 tions governing the recognition of agents or other persons, 

25 other than attorneys as hereinafter provided, representing 
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1 claimants before the Board, and may require of such agents 

2 or other persons, before being recognized as representatives 

4 of claimants that they shall show that they are of good 

3 character and in good repute, possessed of the necessary 

qualifications to enable them to render such claimants valu­

6 able service, and otherwise competent to advise and assist 

'7 such claimants in the presentation of their cases. An attor­

8 ney in good standing who is admitted to practice before the 

9 highest court of the State, Territory, District, or insular 

possession of his residence or before the Supreme Court of 

11 the United States or the inferior Federal courts, shall be 

12 entitled to represent claimants before the Board upon filing 

13 with the Board a certificate of his right to so practice from 

14 the presiding judge or clerk of any such court. The Board 

may, after due notice and opportunity for hearing, sus­

16 pend or prohibit from further practice before it any such 

17 person, agent, or attorney who refuses to comply with the 

18 Board's rules and regulations or who violates any provision 

19 of this section for which a penalty is prescribed. The Board 

may, by rule and regulation, prescribe, the maximum fees 

21 which may be charged for services performed in connection 

22 with any claim before the Board under this title, and any 

23 agreement in violation of such rules and regulations shall 

24 be void. Any person who shall, with intent to defraud, in 

any manner willfully and knowingly deceive, mislead, or 
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1 threaten any claimant or prospective claimant or beneficiary 

2 under this title by word, circular, letter or advertisement, or 

4 who shall knowingly charge or collect directly or indirectly 

3 any fee 'in excess of the maximum fee, or make any agree, 

ment directly or indirectly to charge or collect any fee in 

6 excess of the maximum fee, prescribed by the Board shall be 

7 deemed guilty of a misdemeanor and, upon conviction 

8 thereof, shall for each offense be punished by a fine not ex­

9 ceeding $500 or by imprisonment not exceeding one year, 

or both. 

11 "cASSIGNMENT 

12 "SEc. 207. The right of any person to any future pay~­

13 ment under this title shall not be transferable or assignable, 

14 at law or in equity, and none of the moneys paid or payable 

or rights existing under this title shall be subject to execution, 

16 levy, attachment, garnishment, or other legal process, or to 

17 the operation of any bankruptcy or insolvency law. 

18 ccPENALTIES 

19 "SEC. 208. Whoever, for the purpose of causing an 

increase in any payment authorized to be made under this 

21 title, or for the purpose of causing any payment to be made 

22 where no payment is authorized under this title, shall make 

23 or cause to be made any false statement or representation 

24 (including any false statement or representation in connec­

tion with any matter arising under the Federal Insurance 
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1Contributions Act) as to the amount of any wages paid 

2 or received or the period during which earned or paid, or 

4 whoever makes or causes to be made any false statement 

3 of a material fact in any application for any payment under 

5 this title, or whoever makes or causes to be made any false 

6 statement, representation, affidavit, or document in connec­

7 tion with such an application, shall be guilty of a misdemeanor 

8 and upon conviction thereof shall be fined not more than 

9 $1,000 or imprisoned for not more than one year, or both. 

10 "DEFINITIONS 

11 "S~c. 209. When used in this title­

12 " (a) The term 'wages' means all remuneration for em­

13 ployment, including the cash value of all remuneration paid 

14 in any medium other than cash; except that such term shall 

15 not include­

16 " (1) That part of the remuneration which, after 

17remuneration equal to $3,000 has been paid to an indi­

18 vidual by an employer with respect to employment dur­

19ing any calendar year (26)prior to 1940, is paid to such 

20 individual by such employer with respect to employment 

21 during such calendar year; 

22 (27)" (2) That part of the remuneration which, after 

230 remuneration equal to $3,000 has been paid to an indi­

24 vidual with respect to employment duringq any calendar 
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1 year after 1939, is paid to such individual with respect 

2 to employment during such calendaryear; 

4 "(28)4+2+) (3) The amount of any payment made 

3 to, or on behalf of, an employee under a plan or system 

5 established by an employer which makes provision for 

6 his employees generally or for a class or classes of his em­

7 ployees (including any amount paid by an employer 

8 for insurance (29)or annuities, or into a fund, to provide 

9 for any such payment) , on account of (A) retirement, 

10 or (B) sickness or accident disability, or (C) medical 

11 and hospitalization expenses in connection with sickness 

12 or accident disability (30), or (D) death, provided 

13 the employee (i) has not the option to receive, instead 

14 of provision for such death benefit, any part of such 

15 payment or, if such. death benefit is insured, any part of 

16 the premiums (or contributions to premiums) paid by 

17 his employer, and (ii) has not the right, under the pro­

18 visions of the plan or system or policy of insurancepro­

19 viding for such death benefit, to assign such benefit, or 

20 to receive a cash consideration in lieu of such benefit 

21 either upon his withdrawal from the plan or system 

22 providing for such benefit or upon termination of such 

23 plan or system or policy of insurance or of his employ­

24 ment with such employer; 
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1 "(31)-(*)(4) The payment by an employer (with­

2 out deduction from the remuneration of the employee) 

4 (A) of the tax imposed upon an employee under section 

3 1400 of the Internal Revenue Code or (B) of any 

5 payment required from an employee under a State unem­

6 ploymnent compensation law; 

7 "(32)-(4) (5) Dismissal payments which the em­

8 ployer is not legally required to make; or 

9 "(33)-E(+ (6) Any remuneration paid to an indi­

10 vidual prior to January 1, 1937. 

11 " (b) The term 'employment' means any service per­

12 formed after December 31, 1936, and prior to January 1, 

13 1940, which was employment as defined in section 210 (b) 

14 of the Social Security Act prior to (34)sueh da4e January1, 

15 1940 (except service performed by an individual after he 

16 attained the age of sixty-five (35)if performed prior to Jan­

17 uary 1, 1939), and any service, of whatever nature, per­

18 formed after December 31, 1939, by an employee for the 

19 person employing him, irrespective of the citizenship or resi­

20 dence of either, (A) within the United States, or (B) on or 

21 in connection with an American vessel under a contract of 

22 service which is entered into within the United States or 

23 during the performance of which the vessel touches at a port 

24 in the United States, if the employee is employed on and 



40
 

1 in connection with such vessel when outside the United 

2 States, except­

4 "(1) Agricultural labor (as defined in subsection 

3 (1) of this section) 

5 "(2) Domestic service in a private home, local col­

6 lege club, or local chapter of a college fraternity or 

7 sorority;
 

8 "(3) Casual labor not in the course of the em­

9 ployer's trade or business;
 

10 " (4) Service performed by an individual in the
 

11 employ of his son, daughter, or spouse, and service per­

12 formed by a child under the age of twenty-one in the
 

13 employ of his father or mother; 

14 " (5) Service performed on or in connection with 

15 a vessel not an American vessel by an employee, if the 

16 employee is employed on and in connection with such 

17 vessel when outside the United States; 

18 " (6) Service performed in the employ of the 

19 United States Government, or of an instrumentality of 

20 the United States which is (A) wholly owned by the 

21 United States, or (B) exempt from the tax imposed by 

22 section 1410 of the Internal Revenue Code by virtue 

23 of any other provision of law; 

24 " (7) Service performed in the employ of a State, 

25 or any political subdivision thereof, or any instnumen­
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1 tality of any one or more of the foregoing which is 

2 wholly owned by one or more States or political sub­

4 divisions; and any service performed in the employ of 

3 any instrumentality of one or more States or political 

5 subdivisions to the extent that the instrumentality is, 

6 with respect to such service, immune under the Constitu­

7 tion of the United States from the tax imposed by 

8 section 1410 of the Internal Revenue Code; 

9 "(8) Service performed in the employ of a corpo­

10 ration, community chest, fund, or foundation, organ­

11 ized and operated exclusively for religious, charitable, 

12 scientific, literary, or educational purposes, or for the 

13 prevention of cruelty to children or animals, no part 

14 of the net earnings of which inures to the benefit of any 

15 private shareholder or individual, and no substantial 

16 part of the activities of which is carrying on propaganda, 

17 or otherwise attempting, to influence legislation; 

18 " (9) Service performed by an individual as an 

19 employee or employee representative as defined in sec­

20 tion 1532 of the Internal Revenue Code; 

21 " (10) (A) Service performed in any calendar 

22 quarter in the employ of any organization exempt from 

23 income tax under section 101 of the Internal Revenue 

24 Code, if­
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1 "(i) the remuneration for such service does not 

2 exceed $45, or 

4 " (ii) such service is in connection with the 

3 collection of dues or premiums for a fraternal bene­

ficiary society, order, or association, and is per­

6 formed away from the home office, or is ritualistic 

7 service in connection with any such society, order, 

8 or association, or 

9 "(iii) such service is performed by a student 

who is enrolled and is regularly attending classes at 

11 a school, college, or university; 

12 " (B) Service performed in the employ of an agri­

13 cultural or horticultural organization (36)exempt from 

14 income tax under section 101 (1) of the Internal Rev­

enue Code; 

16 "(C) Service performed in the employ of a volun­

17 tary employees' heneficiary association providing for the 

18 payment of life, sick, accident, or other benefits to the 

1-9 members of sucb association or their dependents, if (i) 

no part of its net earnings inures (other than through 

21 such payments) to the benefit of any private shareholder 

22 or individual, and (ii) 85 per centumn or more of the 

23 income consists of amounts collected from members for 

24 the sole purpose of making such payments and meeting 

expenses; 
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1 "(ID) Service performed in the employ of a volun­

2 tar3 employees' beneficiary association providing for the 

4 payment of life, sick, accident, or other benefits to the 

3 members of such association or their dependents or 

5 (37)tlheir designated beneficiaries, if (i) admission to 

6 membership in such association is limited to individuals 

7 who are (38)officers or employees of the United States 

8 Government, and (ii) no part of the net earnings of 

9 such -association inure s (other than through such pay­

10 ments) to the benefit of any private shareholder or 

11 individual; 

12 " (E) Service performed in any calendar quarter 

13 in the employ of a school, college, or university, not 

14 exempt from income tax under section 101 of the, 

15 Internal Revenue Code, if such service is performed 

16 by a student who is enrolled and is regularly attending 

17 classes at such school, college, or university, and the 

18 remuneration for such service does not exceed $45 

19 (exclusive of room, board, and tuition) 

20 "(11) Service performed in the employ of aforeign 

21 government (including service as a consular or other 

22 officer or employee or a nondiplomatic representative) 

23 " (12) Service performed in the employ of an in­

24 strumentality wholly owned by a foreign government­
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1 "(A) If the service is of a character similar 

2 to that performed in foreign countries by employees 

4 of the United States Government or of an instru­

3 mentality thereof; and 

" (B) If the Secretary of State shall certify to 

6 the Secretary of the Treasury that the foreign gov­

7 ermient, with respect to whose instrumentality and 

8 employees thereof exemption is claimed, grants an 

9 equivalent exemption with respect to similar service 

performed in the foreign country by employees of 

11 the United States Government and of instrumentali­

12 ties thereof ; 

13 " (13) Service performed as a student nurse in the 

14 employ of a hospital or a nurses' training school by an 

individual who is enrolled and is regularly attending 

16 classes in a nurses' training school chartered or approved 

17 pursuant to State law; and service performed as an 

18 interne in the employ of a hospital by an individual who 

19 has completed a four years' course in a medical school 

chartered or approved pursuant to State (39)6fw- law; 

21 (40)" (14) Service performed by an individual in the 

22 catching, taking, harvesting, cultivating, or farming of 

23 any kind of fish, shellfish, crustacea, sponges, seaweeds, 

24 or other aquatic forms of animal and vegetable life, or 

as officer or member of the crew of any sail vessel, or a 
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1 vessel other than a sail vessel of less than four hundred 

2 tons (determined in the manner provided for determining 

4 the register tonnage under the laws of the United States), 

3 while such vessel is engaged in any suck activity (in­

5 cluding preparationfor, and unloading after, any such 

6 activity); or 

7 (41)" (15) Service performed by an individual under 

8 the age of eighteen in the delivery or distributionof news­

9 papers or shopping news, not including delivery or dis­

10 tribution to any point for subsequent delivery or 

11 distribution. 

12 " (c) If the services performed during one-half or more 

13 of any pay period by an employee for the person employing 

14 him constitute employment, all the services of such employee 

15 for such period shall be deemed to be employment; but if the 

16 services performed during more than one-half of any such 

17 pay period by an employee for the person employing him do 

18 not constitute employment, then none of the services of such 

19 employee for such period shall be deemed to be employ­

20 ment. As used. in this subsection the term 'pay period' 

21 means a period (of not more than thirty-one consecutive 

22 days) for which a payment of remuneration is ordinarily 

23 made to the employee by the person employing him. This 

24 subsection shall not be applicable with respect to services 

25 performed (42)fef aft em~ploye* in a pay period (43)by an 
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.1 employee for the person employing him, where any of such 

2" service is excepted by paragraph (9) of subsection (b). 

4 " (d) The term 'American vessel' means any vessel doc­

3 tunented or numbered under the laws of the United States; 

and includes any vessel which is neither documented or 

6 numbered under the laws of the United States nor doc-. 

7 umnented under the laws of any foreign country, if its crew 

8 is employed solely by one or more citizens or residents of 

9 the United States or corporations organized under the laws 

of the United States or of any State. 

11 " (e) The term 'primary insurance benefit' means an 

12 amount equal to the sum of the following­

13 " (1) (A) 40 per centum. of the amount of an 

14 individual's average monthly wage if such average 

monthly wage does not exceed $50, or (B) if such aver­

16 age monthly wage exceeds $50, 40 per centum of $50, 

17 plus 10 per centum of the amount by which such aver­

18 age monthly wage exceeds (44)$W, a~d $50 and does 

19 not exceed $250, and 

"(2) an amount equal to 1 per centum of the 

21 amount computed under paragraph (1) multiplied by 

22 the number of years in which $200 or more of wages 

23 were paid to such individual. (45)TWhere the primary 

24 insurance benefit thus computed is less than $10, such 

benefit shall be $10. 
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1 "(f) The term 'average monthly wage' means the quo­

2 tient obtained by dividing the total wages paid an individual 

4 before the (46)y-eaf quarter in which he died or became 

3 entitled to receive primary insurance benefits, whichever first 

occurred, by (47)twe~ve three times the number of (48)yeftrs 

6 quarters elapsing after 1936 and before such (49)y-eff 

7 quarter in which he died or became so entitled, excluding 

8 any (50)yeff quarter prior to the (51)yeeR quarter in 

9 which he attained the age of twenty-two during which he 

was paid less than (52)$4209 $50 of wages (53)t-4but iftRe 

11 eazse shall sifh tota warges be divide4 by a, R~bei less flhaf 

12 thirty-si and any quarter, after the quarter in which he 

13 attained age sixty-five, occurring prior to 1939. 

14 " (g) The term 'fully insured individual' means any 

individual with respect to whom it appears to the satisfac­

.16 tion of the Board that­

17 (54yil(4) -(4)he attainied age siay five pfieo to 1-940, 

18 and1 

19 -- +the hats Hot les&s theft two yea~ of eoezerage-, 

H 

21 "k*the tota afi+etfft of wages paid to h4ff was 

22 R4le- thaRI $OO-; of 

23 -(A± :ithin~the period of I940 f94-51 inei­

24 siv-,- he attained the age of sixty &ve ef' died befoee 

attaimnig 5seh atg-e- anfd 



48
 

1 hehdRtls hnoteya fevrg o 

2 eaeh tweef he yearsspeeifedin elaue-(-G) t4ian 

4 additienfd yeer of eoveimoge, afid 

3 £iL~~ the teta4 eiit of wftges paid to him was 

5 Rot k-ss th~at aft ameanot eqiue4 to $2,0O mnuItipliod b~y the 

6 ffiiero er lp fe N tt pt tI 

7 iftekuing the yeer int whieh he attaite4 the age 4f sixt-~ 

8 five e*r died, w14heieiev fifist oeeufed;e~ of 

9 £L('.). ..4A the total ameii4 of wages paid to him 

10 was neet less than $2,0(0 antd 

11 E+R he hiad net less thaft onte year of eevera~ge 

12 fo eaeh two of the years elapsin after l-9 36, ei ft 

13 the year int whiek he attaiied the age of tweftty one-, 

14 wbieheiter yeair is later- and4 up to &Rd ineinding the year­

15 int whie he attaiied the age of si~ty-flve er 4ied-, whiehi 

16 eerffstoeeufed phi a- addtio year f4ewvei-age, 

17 a.d iano ease hadless tha-Hfive years ofeeiefage; eT 

18 !L(4) he hiad at leas fifteent years 4f eeiterage. 

19 *As ffsed int this siibseeteon, the tefffl Iyear' means eaede­

20 dnir yea*-, and the tei~ !yeff 4 e ivefge' means a ealende 

21 yeair int wh]ieh the ifidivida hais beeni paid not lessi than 

22 $2 in wafges.; Ahe the fumbe* of yeairs speeifled ini 

23 elonse4+2-Y -Gof elause+3* -B isa ddn iiber,eo 

24 -pui'peses 4f elause -(p* -(B.) e* -(-.) -B)-, r-espeetiitely sueeh 

25 ffabefshallbe r-ed~eedby eae.. 
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1 "(1) He had not less than one quarter of coverage 

2 for each two of the quarterselapsing after 1936, or after 

4 the quarter in which he attained the age of twenty-one, 

3 whichever quarter is later, and up to but excluding the 

5 quarterin which he attainedthe age of sixty-five, or died, 

6 whichever first occurred, and in no case less than six 

7 quarters of coverage; or 

8 "(2) He had at least forty quarters of coverage. 

9 "As used in this subsection, and in subsection (h) of this 

10 section, the term 'quarter' and the term 'calendar quarter' 

11 mean a period of three calendar months ending on March 

12 31, June 30, September 30, or December 31; and the term 

13 'quarterof coverage' means a calendar quarter in which the 

14 individual has been paid not less than $50 in wages. When 

15 the number of quarters specified in paragraph (1) of this 

16 subsection is an odd number, for purposes of such paragraph 

17 such number shall be reduced by one. In any case where 

18 an individual has been paid in a calendar year $3,000 or 

19 more in wages, each quarter of such year following his 

20 first quarter of coverage shall be deemed a quarter of cover­

21 age, excepting any quarter in such year in which such indi­

22 vidual dies or becomes entitled to a primary insurance benefit 

23 and any quarter succeeding such quarter in which he died or 

24 became so entitled. 

HI. R. 6635­
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1 "(l) The term 'currently insured individual' means any 

2 individual with respect to whom it appears to the satisfaction 

4 of the Board that he has been paid wages of not less than 

3 $50 for each of not less than six of the twelve calendar quar­

5 ters, immediately preceding the quarter in which he died. 

6 " (i) The term 'wife' means the wife of an individual 

7 who (55)either (1) is the mother of such individual'sson or 

8 daughter, or (2) was married to him prior to January 1, 

9 1939, or if later, prior to the date upon which he attained 

10 the age of sixty. 

11 " (j) The term 'widow' (except when used in section 

12 202 (g) ) means the surviving wife of an individual who 

13 (56)either (1) is the mother of such individual's son or 

14 daughter, or (2) was married to him prior to the beginning 

15 of the twelfth month before the month in which he died. 

16 "(k) The term 'child' (except when used in section 

17 202 (g) ) means the child of an individual, and the step-. 

18 child of an individual by a marriage contracted prior to the 

19 date upon which he attained the age of sixty and prior to 

20 the beginning of the twelfth month before the month in which 

21 he died, and -a child legally adopted by an individual prior 

22 to the date upon which he attained the age of sixty and prior 

23 to the beginning of the twelfth month before the month in 

24 which he died. 
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"(1) The term 'agricultural labor' includes all service 

performe'd­

" (1) On a farm, in the employ of any person, in 

(57)eepifeetio with cultivating the soil, or in (58)eeflee­

tieft with raising or harvesting any agricultural or horti­

cultural commodity, including the raising, (59)shearing, 

feeding, (60)caring for, training, and management of live­

stock, bees, poultry, and fur-bearing animals (61)and other 

wildlife. 

" (2) In the employ of the owner or tenant (62)or other 

operator of a farm, in connection with the operation, man­

agement, (63)conservation, improvement, or maintenance of 

such farm (64)and its tools and equipment, or in salvaging 

timber or clearing land of brush and other debris left by a 

hurricane if the major part of such service is performed 

on a farm. 

" (3) In connection with the production or harvesting of 

maple sirup or maple sugar or any commodity defined as an 

agricultural commodity in section 15 (g) of the Agricultural 

Marketing Act, as amended, or in connection with the raising 

or harvesting of mushrooms, or in connection with the hatch­

ing of poultry, or in connection with the ginning of cot­

ton (65), or in connection with the operation or mainte­

nance of ditches, canals, reservoirs, or waterways used ex­
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I clusively for supplying and storing water for farming 

2 purposes. 

3 " (4) In handling, (66)planting, drying, packing, pack­

4 aging, processing, freezing, grading, storing, or delivering to 

5 storage or to market or to a carrier for transportation to 

6 market, any agricultural or horticultural commodity; but only 

7 if such service is performed as an incident to ordinary farm­

8 ing operations or, in the case of fruits and vegetables, as an 

9 incident to the preparation of such fruits or vegetables for 

10 market. The provisions of this paragraph shall not be deemed 

11 to be applicable with respect to service, performed in connec­

12 tion with commercial canning or commrercial freezing or in 

13 connection with any agricultural or horticultural commodity 

14 alter its delivery to a terminal market for distribution for 

15 consumption. 

16 "As used in this subsection, the term 'farm' includes 

17 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

18 farms, plantations, ranches, nurseries, ranges, greenhouses 

19 or other similar structures used primarily for the raising of 

20 agricultural or horticultural commodities, and orchards. 

21 "(in) In determining whether an applicant is the wife, 

22 widow, child, or parent of a fully insured or currently insured 

23 individual for purposes of this title, the Board shall apply 

24 such law as would be applied in determining the devolution 

25 of intestate personal property by the courts of the State in 
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1L which such insured individual is domiciled at the time such
 

2 applicant ifiles application, or, if such insured individual 

3 is dead, by the courts of the State in which he was domiciled 

4 at the time of his death, or if such insured individual is or was~ 

5 not so domiciled in any State, by the courts of the District 

(6 of Columbia. Applicants who according to such law would 

7 have the same status relative to taking intestate personal 

8 property as a wife, widow, child, or parent shall be deemed 

9j such. 

10 " (n) A wife shall be deemed to be living with her hus­

i-i band if they are both members of the same household, or 

12 she is receiving regular contributions from him toward her 

J1, support, or he has been ordered by any court to contribute 

14 to her support; and a widow shall be deemed to have been 

15 living with her husband at the time of his death if they were 

16 both members of the same household on the date of his death, 

17 or she was receiving regular contributions from him toward 

18 her support on such date, or he had been ordered by any 

19 court to contribute to her support." 

20 TITLE III-AMENDMENTS TO TITLE III OF THE 

21 SOCIAL SECURITY ACT 

22 SEC. 301. Section '302 (a) of such Act is amended to 

23 read as follows: 

'24 "(a) The Board shall from time to time certify to the 

25 Secretary of the Treasury for paymnent to each State which 
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1 has an unemployment compensation law approved by the 

2 Board under the Federal TUnemployment Tax Act, such 

3 amounts as the Board determines to be necessary for the 

4 proper and efficient administration of such law during the 

5 fiscal year for which such payment is to be made. The, 

6 Board's determination shall be based on (1) the population 

7 of the State; (2) an estimate of the number of persons 

8 covered by the State law and of the cost of proper and 

9 efficient administration of such law; and (3) such other 

10 factors as the Board finds relevant. The Board shall not 

11 certify for payment under this section in any fiscal year a 

12 total amount in excess of the amount appropriated therefor 

13 for such fiscal year." 

14 Simc. 302. Section 303 (a) of such Act is amended to 

15 read as follows: 

16 " (a) The Board shall make no certification for pay­

17 ment to any State unless it finds that the law of such State, 

18 approved by the Board under the Federal Unemployment 

19Tax Act, includes provision for­

20 "(1) Such methods of administration ((67>4theI than 

21 these r-lting to sel etio, teinure of effiee, aridemefsie 

22 of per-eftnel including, after July:1, 1941, methods relating 

23 to the establishment and maintenance of personnel standards 

24 on a merit basis) as are found by the Board to be reasonably 
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calculated to insure full payment of unemployment corn­

pensation when due; and 

" (2) Payment of unemployment compensation solely 

through public employment offices or such other agencies as 

the Board may approve; and 

" (3) Opportunity for a fair hearing, before an impar­

tial tribunal, for all individuals whose claims for unem­

ployment compensation are denied; and 

" (4) The payment of all money received in the unem­

ployment fund of such State (except for refunds of sums 

erroneously paid into such fund and except for refunds 

paid in accordance with the provisions of section 1606 (b) of 

the Federal 'Unemployment Tax Act), immediately upon 

such receipt, to the Secretary of the Treasury to the credit 

of the unemployment trust fund established by section 904; 

and 

"()Expenditure of all money withdrawn from an 

unemployment fund of such State, in the payment. of unem­

ployment compensation, exclusive of expenses of admnin­

istration, and for refunds of sums erroneously paid into such 

fund and refunds paid in accordance with the provisions of 

section 16006 (b) of the Federal Unemployment Tax Act; 

and 

" (6) The making of such reports, in such form and 

containing such information, as the Board may from time to 
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i time require, and compliance with such provisions as the 

2 Board may from time to time find necessary to assure the 

3 correctness and verification of such reports; and 

4 " (7) Making available upon request to any agency of 

the United Statcs charged with the administration of public 

6 works or assistance through public employment, the name, 

7 address, ordinary occupation and employment status of each 

8 rccipient of unemployment compensation, and a statement of 

9 such recipient's rights to further compensation under such 

law; and 

11 " (8) Effective July 1, 1941, the expenditure of all 

12 moneys received pursuant to section 302 of this title solely 

13 for the purposes and in the amounts found necessary by the 

14 Board for the proper and efficient administration of such 

State law; and 

16 " (9) Effective July 1, 1941, the replacement, within a 

17 reasonable time, of any moneys received pursuant to section 

18 302 of this title, which, because of any action or contingency, 

19 have been lost or have been expended for purposes other than, 

or in amounts in excess of, those found necessary by the Board 

21 for the proper administration of such State law." 

22 TITLE IV-AMENDMEINTS TO TITLE IV OF THE 

23 SOCIAL SECURITY ACT 

24 S~c. 401. (a) Clause (5) of section 402 (a) of such 

Act is amended to read as follows: " (5) provide such 



1 methods of administration ((68)othef dhan flhoie r-eka4ig to 

2 seleetoii teflufe e fofieey afd ee eftpefiaieie e per-seiiiel in­

4 cluding, after January1, 1940, methods relating to the estab­

3lishment and maintenance of personnel standards on a merit 

5 basis) as are found by the Board to be necessary for the 

6 proper and efficient operation of the plan." 

7 (b) Effective July 1, 1941, section 402 (a) of such Act 

8 is further amended by inserting before the period at the end 

9 thereof a semicolon and the following new clauses: " (7) 

10 provide that the State agency shall, in determining need, take 

11 into consideration any other income and resources of any 

12 child claiming aid to dependent children; and (8) provide 

13 safeguards which restrict the use or disclosure of information 

14 conccrning applicants and recipients to purposes directly con­

15 nected with the administration of aid to dependent children". 

16 (69)S+-e- 402-. )-( Effeeti~ve Jaaaafy 417 4940, s*seetion 

17 -(&y) of seetien 403 of sueh A.et is amfenided by stfiking eet 

18 Cefte-thif4 2 aad i se~tn in lief thef-eef "ene haft- and 

19 -(4)-"+1of sti3seetien -(4#)of suseh seetiena is a-menided 

20 by striking eu4t "two third&I anfd inserting int Nieu ther-eef 

21 Loeftehall" 

22 -(H J 17940, pam-gf-apl ofEffeeti-ve 4-,~ %(~ see­

23 tien 4Q-(4 .) of stwh A-et is amended te fend as Wekws 

24 SEc. 402. Effective January 1, 1940­
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1 (a) Subsection (a) of section 403 of such Act is 

2 amended to read as follows: 

4 "(a) From the sums appropriated therefor, the Secre­

3 tary of the Treasury shall pay to each State which has an 

5 approved plan for aid to dependent children, for each quar­

6 ter, beginning with the quarter commencing January 1, 

17 1940, an amount, which shall be used exclusively for carry­

8 ing out the State plan, equal to one-half of the total of the 

9 sums expended during such quarter under such plan, not 

10 counting so much of such sums expended as aid to dependent 

11 children for any month as exceeds $18 multiplied by the 

12 total number of dependent children receiving aid to depend­

13 ent children for such month." 

14 (b) Paragraph (1) of subsection (b) of such section 

15 is amended by striking out "two-thirds" and inserting in 

16 lieu thereof "one-half". 

17 (c) Paragraph (2) of subsection (b) of such section 

18 is amended to read as follows: 

19 " (2) The Board shall then certify to the Secretary 

20 of the Treasury the amount so estimated by the Board, 

21 (A) reduced or increased, as the case may be, by any 

22 sum by which it finds that its estimate for any prior 

23 quarter was greater or less than the amount which 

24 should have been paid to the State for such quarter, and 
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1 (B) reduced by a sum equivalent to the pro rata share 

2 to which the United States is equitably entitled, as deter­

4 mined by the Board, of the net amount recovered during 

3 any prior quarter by the State or any political subdivi­

5 sion thereof with respect to aid to dependent children 

6 furnished under the State plan; except that such in­

7 creases or reductions shall not be made to the extent that 

8 such sums have been applied to make the amount certi­

9 fled for any prior quarter greater or less than the 

10 amount estimated by the Board for such prior quarter." 

11 SEc. 403. Section 406 (a.) of such Act is amended to 

12 read as follows: 

13 " (a) The term 'dependent child' means a needy child 

14 under the age of sixteen, or under the age of eighteen if 

15 found by the State agency to be regularly attending school 

16 (70)or serving as an apvprentice without remuneration, who 

17 has been deprived of parental support or care by reason 

18 of the death, continued absence from the home, or physical 

19 or mental incapacity of a parent, and who is living with his 

20 father, mother, grandfather, grandmother, brother, sister, 

21 stepfather, stepmother, stepbrother, stepsister, uncle, or aunt, 

22 in a place of residence maintained by one or more of such 

23 relatives as his or their own home;". 
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1 TITLE V-AMENDMENTS TO (71)TITLE V TITLES 

2 V AND VI OF THE SOCIAL SECURITY ACT 

4 (72)SEc. 501. Section 501 of such Act is amended by stink­

3 ing out '"$3,800,000" and inserting in lieu thereof 

5 "$5,820,000". 

6 (73)SEc. 502. (a) Subsection (a) of section 502 of such 

7 Act is amended by striking out "$1,800,000" and inserting 

8 in lieu thereof "$2,800,000". 

9 (b) Subsection (b) of such section 502 is amended by 

10 striking, out "$980,000" and inserting in lieu thereof 

11 "1$1,980,000"1. 

12 SEC. (74)501 503. Clause (3) of section 503 (a) of 

13 such Act is amended to read as follows: " (3) provide such 

14 methods of administration ((75)ethef tha-f these f-el&fifg to 

16 including, after January 1, 1940, methods relating to the 

1-7 establishment and maintenance of personnel siandards on a 

18 merit basis) as axe necessary for the proper and efficient 

19 operation of the plan." 

20 (76)SEC. 504. Section 511 of such Act is amended by 

21 striking out "$2,850,000" and inserting in lieu thereof 

22 "$3,870,000". 

23 (77)SEC. 505. (a) Subsection (a) of section 512 of such 

24 Act is amended by striking out the words "the remainder" 

25 and insertingin lieu thereof "$1,830,000" 
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1(b) Such section is further amended by inserting after 

2 subsection (a) the following new subsection: 

4 "(b) Out of the sums appropriatedpursuant to section 

3 511 for each fiscal year the Secretary of Labor shall allot to 

3 the States $1,000,000 (in addition to the allotments made 

63 under subsection (a)), according to the financial need of each 

7 State for as~sistance in carrying out its State plan, as deter-

S mined by him after taking into consideration the number of 

9 crippled children in such State in need of the services referred 

10 to in section 511 and the cost of furnishing such services to 

11 them." 

12 (c) Subsection (b) of such section 512 is amended by 

13 striking out the letter "(b)" at the beginning thereof and 

14 inserting in lieu thereof the letter "(c)". 

15 SEC. (78)54P2' 506. Clause (3) of section 513 (a) of 

16 such Act is amended to read as follows: " (3) provide such 

17 methods of admninistration ((79)edheF thaft these relati*g te 

18 sseletill tffiwe of oie~ee anfd eempieiisvAien ef pefsennel 

19 including, after January 1, 1940, methods relating to the 

20 establishment and maintenance of personnel standards on a 

21 merit basis) as are necessary for the proper and efficient 

22 operation of the plan." 

23 (80)SEC. 507. (a) Subsection (a) of section 514 of such 

24 Act is amended by striking out "section 512" and inserting 

25 in lieu thereof "slection 512 (a)". 
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1 (b) Such section 514 is further amended by inserting 

2 at the end thereof the following new subsection: 

4 "(c) The Secretary of Labor shall from time to time 

3 certify to the Secretary of the Treasury the amounts to be 

5 paid to the States from the allotment available under section 

6 512 (b), and the Secretary of the Treasury shall, through 

7 the Division of Disbursement of the Treasury Department, 

8 and prior to audit or settlement by the General Accounting 

9 Office, make payments of such amounts from such allotments 

10 at the time or times specifled by the Secretary of Labor." 

11 (c) Section 521 (a) of such Act is amended by striking 

12 out "$1,500,000" and inserting in lieu thereof "$1,510,000". 

13 (81)S~EO. 6O8, See~n W1 of* a)-ehie A-et is aflf& by 

16 (82)SEc. 508. (a) Section 5.31 (a) of such Act is amended 

17 by~­

18 (1) Striking out "$1,938,000" and inserting in lieu 

19 thereof "$4,000,000". 

20 (2) Striking out "$5,000" and inserting in lieu thereof 

21 "$15,000". 

22 (3) Inserting after the word "Hawaii" the following: 

23 "and Puerto Rico, respectively,". 

24 (4) Inserting before the period at the end thereof a 

25 colon and the following: "Provided, That the amount of such 
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1 sums apportioned to any State for any fiscal year shall be 

2 not less than $30,000" 

4 (b) Section 531 (b) of such Act is amended by striking 

3 out "$102,000" and inserting in lieu thereof "$150,000". 

5 (83)SEc. 509. Section 601 of such Act is hereby amended 

6 to read as follows: 

7 "S.~c. 601. For the purpose of assistingStates, counties, 

8 health districts, and other political subdivisions of the States 

9 in establishing and maintaining adequate public health serv­

10 ices, including the training of personnel for State and local 

11 health work, there is hereby authorized to be appropriated 

12 for each fiscal year, beginning with the fiscal year ending 

13 June 30, 1940, the sum of $12,000,000 to be used as here­

14 inafter provided." 

1L5 TITLE VI-AMENDMENTS TO THE INTERNAL 

16 REVENUE CODE 

17 SEC. 601. Section 1400 of the Internal Revenue Code is
 

18 amended to read as follows:
 

19 "SEC. 1400. RATE OF TAX.
 

20 "In addition to other taxes, there shall be levied,
 

21. collected, and paid upon the income of every individual 

22 a tax equal to the following percentages of the wages (as 

23 defined in section 1426 (a) ) received by him after Decem­

24 her 31, 1936, with respect to employment (as defined in 

25 section 1426 (b) ) after such date: 
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1 "(1) With respect to wages received during the 

2 calendar years 1939, 1940, 1941, and 1942, the rate 

4 shall be 1 per centuim. 

:3 "(2) With respect to wages received during the 

.5 calendar years 1943, 1944, and 1945, the rate shall 

63 be 2 per centum. 

7 "(3) With respect to wages received during the 

S3 calendar years 1946, 1947, and 1948, the rate shall 

9 be 2-f per centmn. 

10 "(4) With respect to wages received after Decem­

-11. her 31, 1948, the rate shall be 3 per centiim." 

12 SEc. 602. (84)(a) Section 1401 (c) of the Internal 

13 Revenue Code is amended to read as follows: 

14 "(c) ADJ-USTM-ENTS.-If more or less than the correct 

15 amount of tax imposed by section 1400 is paid with respect 

16 to any payment of remuneration, proper adjustments, with 

17- respect both to the tax and the amount to be deducted, shall 

18 be made, without interest, in such manner and at such times 

19 as may be prescribed by regulations made under this sub­

20 chapter." 

21 (85)(b) Such section 1401 is further amended by adding 

22 at the end thereof the following new subsection: 

23 "(d) SPECIAL REFUND.-If by reason of an employee 

24 rendering service for more than one employer during any 

25 calendar year after the calendar year 1939, the wages of 
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:1 the employee with respect to employment during such year 

2 exceed $3,000, the employee shall be entitled to a refund of 

4 any amount of tax, with respect to such wages, imposed by 

3 section 1400, deducted from such wages and paid to the 

5 collector, which exceeds the tax with respect to the first 

6 $3,000 of such wages paid. Refund under this section may 

7 be made in accordance with the provisions of law appli­

8 cable in' the case of erroneous or illegal collection of the tax; 

9 except that no such refund shall be made unless (1) the 

10 employee makes a claim, establishing his right thereto, after 

11 the calendar year in which the employment was performed 

12 with respect to which refund of tax is claimed, and (2) 

13 such claim is made within two years after the calendar year 

14 in which the wages are paid with respect to which refund of 

1L5 tax is claimed. No interest shall be allowed or paid with 

16 respect to any such refund." 

17 SEC. 603. Part I of subchapter A of chapter 9 of the 

18 Internal Revenue Code is amended by adding at the end 

19 thereof the following new section: 

20 "SEC. 1403. RECEIPTS FOR EMPLOYEES. 

21 " (a) REQUIREMENT.-Every employer shall furnish to 

22 each of his employees a written statement or statements, in 

23 a form suitable for retention by the employee, showing the 

24 wages paid by him to the employee after December 31, 1939. 

25 Each statement shall cover a calendar year, or one, two, 

II. R. 6635--S 
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1 three, or four calendar quarters, whether or not within the 

2 same calendar year, and shall show the name of the employer, 

4 the name of the employee, the period covered by the state­

3 ment, the total amount of wages paid within such period, 

5 and the amount of the tax imposed by section 1400 with 

6 respect to such wages. Each statement shall be furnished 

7 to the employee not later than the last day of the second 

8 calendar month following the period covered by the state­

9 ment, except that, if the employee leaves the employ of the 

10 employer, the final statement shall be furnished- on the day 

11 on which the last payment of wages is made to the employee. 

12 The employer may, at his option, furnish such a statement 

13 to any employee at the time of each payment of wages to the 

14 employee during any calendar quarter, in lieu of a statement 

1.5 covering such quarter; and, in such case, the statement may 

16 show the date of payment of the wages, in lieu of the period 

1.7 covered by the statement. 

18 "(b) PENALTY FOR FuiLURE To FunNmsn~.-Any 

19 employer who wilfully fails to furnish a statement to an em­

20 ployee in the manner, at the time, and showing the informa­

21 tion, required under subsection (a), shall for each such 

22 failure be subject to a civil penalty of not more than $5." 

23 SEC. 604. Section 1410 of the Internal Revenue Code 

24 is amended to read as follows: 
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1 "SEC. 1410. RATE OF TAX. 

2 "In addition to other taxes, every employer shall pay 

4 an excise tax, with respect to having individuals in his em­

3 ploy, equal to the following percentages of the wages (as 

5 defined in section 1426 (a) ) paid by him after December 

6 31, 1936, with respect to employment (as defined in section 

7 1426 (b) ) after such date: 

8 " (1) With respect to wages paid during the calendar 

9 years 1939, 1940, 1941, and 1942, the rate shall be 1 per 

10 centum. 

11 (2) With respect to wages paid during the calendar 

12 years 1943, 1944, and 1945, the rate shall be 2 per centwin. 

13 (3) With respect to wages paid during the calendar 

14 years 1946, 1947, and 1948, the rate shall be 2J- per centain. 

15 (4) With respect to wages paid after December 31, 

16 1948, the rate shall be 3 per centuin." 

17 SEC. 605. Section 1411 of the Internal Revenue Code is 

18 amended to read as follows: 

19 "SEC. 1411. ADJUSTMENT OF TAX. 

20 "If more or less than the correct amount of tax im­

21 posed by section 1410 is paid with respect to any payment 

22 of remuneration, proper adjustments with respect to the tax 

23 shall be made, without interest, in such manner and at such 

24 times as may be prescribed by regulations made under this 

25 subchapter." 
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SEc. 606. Effective January 1, 1940, section 1426 of the 

Internal Revenue Code is amended to read as follows: 

"SEC. 1426. DEFINITIONS. 

"When used in this subchapter­

" (a) WAGES.-The term 'wages' means all remunera­

tion for employment, including the cash value of all remu­

neration paid in any medium other than cash; except that 

such term shall not include­

" (1) 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; 

" (2) The amount of any payment made to, or on 

behalf of, an employee under a plan or system established 

by an employer which makes provision for his employees 

generally or for a class or classes of his employees (in­

cluding any amount paid by an employer for insurance 

(86)or annuities, or into a fund, to provide for any such 

payment), on account of (A) retirement, or (B) sick­

ness or accident disability, or (C) medical and hospitali­

zation expenses in connection with sickness or accident 

disability (87), or (D) death, provided the employee (i) 

has not the option to receive, instead of provision for such 



69
 

1 death benefit, any part of such payment or, if such death 

2 benefit is insured, any part of the premiums (or contribu­

4 tions to premiums) paid by his employer, and (ii) has 

3 not the right, under the provisions of the plan or system 

5 or policy of insurance providing for such death benefit, 

6 to assign such benefit, or to receive a cash consideration 

7 in lieu of such benefit either upon his withdrawal from 

8 the plan or system providing for such benefit or upon 

9 terminationof such plan or system or policy of insurance 

10 or of his employment with such employer; 

11 " (3) The payment by an employer (without deduc­

12 tion from the remuneration of the employee) (A) of the 

13 tax imposed upon an employee under section 1400 or 

14 (B) of any payment required from an employee under 

15 a State unemployment compensation law; or 

16 " (4) Dismissal payments which the employer is 

17 not legally required to make. 

18 "(b) EMPILOYMENT.-The term 'employment' means 

19 any service performed prior to January 1, 1940, which wa's 

20 employment as defined in this section prior to such date, and 

21 any service, of whatever nature, performed after December 

22 31, 1939, by an employee for the person employing him, 

23 irrespective of the citizenship or residence of either, (A) 

24 within the United States, or (B) on or in connection with 

25 a~n American vessel under a contract of service which. is 
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1L entered into -within the United States or during the perform­

2 ance of which the vessel touches at a port mn the United 

4 States, if the employee is employed on and in connection 

3 with such vessel when outside the United States, except­

5 " (1) Agricultural labor (as defined in subsection 

6 (88)-f) (h) of this section); 

7 "(2) Domestic service in a private home, local 

8 college club, or local chapter of a college fraternity or 

9 sorority; 

10 " (3) Casual labor not in the course of the em­

11 ployer's trade or business; 

12 "(4) Service performed by an individual in the 

13 employ of his son, daughter, or spouse, and service per­

14 formed by a child under the age of twenty-one in the 

15 employ of his father or mother; 

16 " (5) Service performed on or in connection with 

17 a vessel not an American vessel by an employee, if the 

18 employee is employed on and in connection with such 

19 vessel when outside the United States; 

20 " (6) Service performed in the employ of the 

21 United States Government, or of an instrumentality of 

22 the United States which is (A) wholly owned by the 

23 United States, or (B) exempt from the taxes imposed 

24 by section 1410 by virtue of any other provision of law; 
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1 "(7) Service performed in the employ of a State, 

2 or any political subdivision thereof, or any instrumnen­

4 ta~lity of any one or more of the foregoing which is wholly 

3 owned by one or more States or political subdivisions;­

5 and any service performed in the employ of any instru­

6 mentality of one or more States or political subdivisions 

7 to the extent that the instrumentality is, with respect to 

S such service, immune under the Constitution of the 

9 United States from the tax imposed by section 1410; 

10 " (8) Service performed in the employ of a cor­

11 poration, community chest, fund, or foundation, organ­

.12' ized and operated exclusively for religious, charitable, 

13 scientific, literary, or educational purposes, or for the 

14 prevention of cruelty to children or animals, no part of 

15 the net earnings of which inures to the benefit of any 

16 private shareholder or individual, and no substantial part 

17 of the activities of which is carrying on propaganda, 

18 or otherwise attempting, to influence legislation; 

19 "(9) Service performed by an individual as an 

20 employee or employee representative as defined in section 

21 1532; 

22 " (10) (A) Service performed in any calendar 

23 quarter in the employ of any organization exempt from 

24 income tax under section 101, if­
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1 "(i) the remuneration for such service does not 

2 exceed $45, or 

4 "(ii) such service is in connection with the 

3 collection of dues or premiums for a fraternal bene­

5 ficiary society, order, or association, and is performed 

6 away from the home office, or is ritualistic service in 

7 connection with any such society, order, or associa­

8 tion, or 

9 " (iii) such service is performed by a student 

10 who ia enrolled and is regularly attending classes 

11 at a school, college, or university; 

12 " (B) Service performed in the employ of an agri­

13 cultural or horticultural organization (89)exempt from 

14 income tax under section 101 (1); 

15 " (0) Service performed in the employ of a volun­

16 taxy employees' beneficiary association providing for the 

17 payment of life, sick, accident, or other benefits to the 

18 members of such association or their dependents, if (i) 

19 no part of its net earnings inures (other than through 

20 such payments) to the benefit of any private shareholder 

21 or individual, and (ii) 85 per centumn or more of the 

22 income consists of amounts collected from members for 

23 the sole purpose of making such payments and meeting 

24 expenses; 
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1 "(D) Service performed in the employ of a volun­

2 tary employees' beneficiary association providing for the 

4 payment of life, sick, accident, or other benefits to the 

3 members of such association or their dependents or 

5 (90)their designated beneficiaries, if (i) admission to 

6 membership in such association is limited to individuals 

7 who are (91)officers or employees of the United States 

8 Government, and (ii) no part of the net earnings of 

9 such association inures (other than through such pay­

10 ments) to the benefit of any private shareholder or 

11 individual; 

12 " (E) Service performed in any calendar quarter 

13 in the employ of a school, college, or university, not 

14 exempt from income tax under section 101, if such 

15 service is performed by a student who is enrolled and 

16 is regularly attending classes at such school, college, or 

17 university, and the remuneration for such service does 

18 not exceed $45 (exclusive of room, board, and tuition) 

19 " (11) Service performed in the employ of a foreign 

20 government (including service as a consular or other 

21 officer or employee or a nondiplomatic representative); 

22 or 

23 " (12) Service performed in the employ of an in­

24 strwnentality wholly owned by a foreign government­
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1 "(A) I the service is of a character similar 

2 to that performed in foreign countries by employees 

4 of the United States Government or of an instru­

3 mentality thereof; and 

" (B) If the Secretary of State shall certify 

6 to the Secretary of the Treasury that the foreign 

7 government, with respect to whose instrumentality 

8 and employees thereof exemption is claimed, grants 

9 an equivalent exemption with respect to similar 

service performed in the foreign country by em-

Ii ployees of the United States Government and of 

12 instrumentalities thereof; 

13 " (13) Service performed as a student nurse in the 

14 employ of a hospital or a nurses' training school by an 

individual who is enrolled and is regularly attending 

16 classes in a nurses' training school chartered or approved 

17 pursuant to State law; and service performed as an in­

18 terne in the employ of a hospital by an individual who 

19 has completed a four years' course in a medical school 

chartered or approved pursuant to State (92)lffw- law; 

21 (93)" (14) Service performed by an individual in the 

22 catching, taking, harvesting, cultivating, or farming of 

23 any kind of fish, shellfish, crustacea, sponges, seaweeds, 

24 or other aquatic forms of animal and vegetable life, or 

as,officer or member of the crew of any sail vessel, or a 
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1 vessel other than a sail vessel of less than four hundred 

2 tons (determined in the manner provided for determining 

4 the register tonnage under the laws of the United States), 

3 while such vessel is engaged in any such activity (includ­

ing preparation for, and unloading after, any such 

6 activity); or 

'7 (94)"(15) Service performed by an individual under 

8 the age of eighteen in the delivery or distributionof news­

9 papers or shopping news, not including delivery or distri­

bution to any point for subsequent delivery or distribution. 

11 " (C) INCLUDED AND EXCLUDED SERvicE.-If the 

12 services performed during one-half or more of aniy pay period 

13 by an employee for the person employing him constitute 

14 employment, all the services of such employee for such period 

shall be deemed to be employment; but if the services per­

16 formed during more than one-haff of any such pay period by 

17 an employee for the person employing him do not constitute 

18 employment, then none of the services of such employee for 

19 such period shall be deemed to be employment. As used in 

this subsection the term 'pay period' means a period (of not 

21 more than thirty-one consecutive days) for which a payment 

22 of remuneration is ordinarily made to the employee by the 

23 person employing him. This subsection shall not be appli­

24 cable with respect to services performed (95)fof aft etai 

ploye in a pay period (96)by an employee for the person 
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I employing him, where any of such service is excepted by 

2 paragraph (9) of subsection (b) . 

3 " (d) EMPLOYEE.-The term 'employee' includes an 

4 officer of a corporation. (97>14 also ifteAes any ifidividttal 

5 wlho. forreffZ edaiCan -(-y way ofo*ee-ws­

8 ethefwise per-soneally peoefems sefviees as a Wsffaksta fef a 

9 person if ~n en- of sueh pe~sont's tirade oF biasifess 

10 -(hat who is Rot aft efftleyee of stieh person midef the la-w 

11 of Diaste* and seffat)-; nless -(-) stieh ser-viees afe pr 

12 ie~me4 as a pert of sa.eh inivkdn49-busiaess as a broke* or 

13 faetef aft4- in fnittheFanee of sueh hnsiftess as bfokef or faeteo­

14 similff sei~viees &e peifefmed fef ethe* persons and ofte 

15 of mfofe effipeyees of stieh br'okef of faetff pei4e~ a,ffb­

16 staftie pai4 of sueh se~viees, of -(2-) sueh sefviees ffe ftet 

17 ift the eoflse of suek iftdiM44als piifleipal trade, bnsiness, 

18 ofrenain 

19 (98)" (e)- 1i~Yn The tenn 'efapleoye*- iftelades any 

20 perso foil whonei an indivzidna peif*f any sefviee of 

21 whmevr- attfeuj as his enployee. 

22 "(99)*() (e) STATE.-The term 'State' includes Alaska, 

23 Hawaii, and the District of Columbia. 

24 "(100)-(g) (f) PERSON.-The term 'person' means an 

25 individual, a trust or estate, a partnership, or a corporation. 
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"(101)+(h)- (g) AMERICAN VESSEL.-Th~e term 'Ameri­

can vessel' means any vessel documented or numbered under 

the laws of the United States; and includes any vessel which 

is neither documented or numbered under the laws of the 

United States nor documented under the laws of any foreign 

country, if its crew is employed solely by one or more citi­

zens or residents of the United States or corporations organ­

ized under the laws of the United States or of any State. 

"(102)-(i) (h) AGRICULTURAL LA~oR.-The term 'ag­

ricultural labor' includes all services performed­

" (1) On a farm, in the employ of any person, in 

(103) eenfeetie with cultivating the soil, or in 

(104)eepffmeetiefi wkth raising or harvesting any agri­

cultural or horticultural commodity, including the rais­

ing, (105)shearing, feeding, (106)caring for, training, 

and management of livestock, bees, poultry, and fur-

bearing animals (107)and other wildlife. 

" (2) In the employ of the owner or tenant (108)or 

other operator of a farm, in connection with the opera­

tion, management, (109)conservation, improvement, or 

maintenance of such farm (110)and its tools and equip­

ment or in salvaging timber or clearing land of brush 

and other debris left by a hurricane, if the major part 

of such service is performed on a farm. 
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"(3) In connection with the production or harvest­

ing of maple sirup or maple sugar or any commodity 

defined as an agricultural commodity in section 15 (g) 

of the Agricultural Marketing Act, as amended, or in 

connection with the raising or harvesting of mushrooms, 

or in connection with the hatching of poultry, or in 

connection with the ginning of cotton (111), or in con­

nection with the operation or maintenance of ditches, 

canals, reservoirs, or waterways used exclusively for 

supplying and storing water for farming purposes. 

" (4) In handling, (1 12)planting, drying, packing, 

packaging, processing, freezing, grading, storing, or de­

livering to storage or to market or to a carrier for trans­

portation to market, any agricultural or horticultural 

commodity; but only if such service is performed as an 

incident to ordinary fanning operations or, in the case 

of fruits and vegetables, as an incident to the preparation 

of such fruits or vegetables for market. The provisions 

of this paragraph shall not be deemed to be applicable 

with respect to service performed in connection with 

commercial canning or commercial freezing or in con­

nection with any agricultural or horticultural commodity 

after its delivery to a terminal market for distribution 

for consumption. 
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"As used in this subsection, the term 'farm' includes
 

stock, dairy, poultry, fruit, fur-bearing animal, and truck 

farms, plantations, ranches, nurseries, ranges, greenhouses 

or other similar structures used primarily for the raising of 

agricultural or horticultural commodities, and orchards." 

SEC. 607. Subchapter A of chapter 9 of the Internal 

Revenue Code is amended by adding at the end thereof the 

following new section: 

"SEC. 1432. This subchapter may be cited as the 'Fed­

eral Insurance Contributions Act'." 

SEC. 608. Section 1600 of the Internal Revenue Code 

is amended to read as follows: 

"SEC. 1600. RATE OF TAX. 

"Every employer (as defined in section 1607 (a) ) shall 

pay for the calendar year 1939 and for each calendar year 

thereafter an excise tax, with respect to having individuals 

in his employ, equal to 3 per centum of the total wages (as 

defined in section 1607 (b) ) paid by him during the calen­

dar year with respect to employment (as defined in section 

1607 (c) ) alter December 31, 1938." 

SEC. 609. Section 1601 of the Internal Revenue Code is 

amended to read as follows: 

"SEC. 1601. CREDITS AGAINST TAX. 

"(a) CONTRIBUTIONS TO STATE UNEMPLOYMENT 

FuN~s.­
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"(1) The taxpayer may, to the extent provided in 

this subsection and subsection (c), credit against the tax 

imposed by section 1600 the amount of contributions 

paid by him into an unemployment fund maintained 

during the taxable year under the unemployment corn­

pensation law of a State which is certified for the tax­

able year as provided in section 1603. 

" (2) The credit shall be permitted against the tax 

for the taxable year only for the amount of contributions 

paid with respect to such taxable year. 

" (3) The credit against the tax for any taxable year 

shall be permitted only for contributions paid on or before 

the last day upon which the taxpayer is required under 

section 1604 to file a return for such year; except that 

credit shall be permitted for contributions paid after such 

last day but before July 1 next following such last day, 

but such credit shall not exceed 90 per centum. of the 

amount which would have. been allowable as credit on 

account of such contributions had they been paid on or 

before such last day. The preceding provisions of this 

subdivision shall not apply to the credit against the tax 

of a taxpayer for any taxable year if such taxpayer's 

assets, at any time during the period from such last day 

for filing a return for such year to June 30 next follow­

ing such last day, both dates inclusive, are in the custody 
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1 or control of a receiver, trustee, or otter fidiicidr~i 

2 appointed by, or under the control of, a court of coA­

3 petent jurisdiction. 

4 " (4) Upon the payment of contributions into the 

5 unemployment fund of a State which are required under 

6 the unemployment compensation law of that State with 

7 respect to remuneration on the basis of which, prior to 

8 such payment into the proper fund, the taxpayer erro­

9 neously paid an amount as contributions under another 

10 unemployment compensation law, the payment into the 

11 proper fund shall, for purposes of credit against the 

12 tax, be deemed to have been made at the time of the 

13 erroneous payment. If, by reason of such other law, 

14 the taxpayer was entitled to cease paying contributions 

15 with respect to services subject to such other law, the 

16 payment into the proper fund shall, for purposes of 

17 credit against the tax, be deemed to have been made 

18 on the date the return for the taxable year was ifiled under 

19 section 1604. 

20 " (5) Refund of the tax (including penalty and 

21 interest collected with respect thereto, if any), based on 

22 any credit allowable under this section, may be made in 

23 accordance with the provisions of law applicable in the 

HI. R. 6635-6 
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1 case of erroneous or illegal collection of the tax. No 

2 interest shall be allowed or paid on the amount of any 

3 such refund. 

4 " (b) ADDITIONAL CREDIT.-In addition to the credit 

5 allowed under subsection (a), a taxpayer may credit against 

6 the tax imposed by section 1600 for any taxable year an 

7 amount, with respect to the unemployment compensation 

8 law of each State certified for the taxable year as provided 

9 in section 1602 (or with respect to any provisions thereof 

10o s0 certified) , equal to the amount, if any, by which the 

11 contributions required to be paid by him with respect to 

12 the taxable year were 7less than the contributions such tax­

13 payer would have been required to pay if throughout the 

1-4 taxable year he had been subject under such State law 

15 (113)to the highest rate applied thereunder in the taxable 

16 year to any person having individuals in his employ, or to 

17 a rate of 2.7 per centum (114), whichever rate is lower. 

18 "(c) LIMIT ON TOTAL CREDITS.-Th~e total credits 

19 allowed to a taxpayer under this subchapter shall not exceed 

20 90 per cetitum of the tax against which such credits are 

21 allowable." 

22 SEC. 610. Section 1602 of the Internal Revenue Code 

23 -isamended to read as follows: 
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I "SEC. 1602. CONDITIONS OF ADDITIONAL CREDIT ALLOW­

2 ANCE. 

3 "(a) STATE STAN~DARDS.-A taxpayer shall be allowed 

4 an additional credit under section 1601 (b) with respect to 

5any reduced rate of contributions permitted by a State law, 

6 only if the Board finds that under such law­

7 (1 1 5)yi(- T~he tot aflntt4 em ho~btieiim -will yield Hot 

8 less thaft &n affleath suhstafltialy equivaleftt te 7 peir 

9 eefiti of the tota ainnual pay i-ell with iespeet te 

10 whieh eefit ttifsaie r-equ~ed unde*- su-eh~l andt 

11 "(116)-(2.)- (1) No reduced rate of contributions to 

12 a pooled fund or to a partially pooled account is per­

13 mitted to a person (or group of persons) having indi­

14 viduals in his (or their) employ except on the basis of 

15 his (or their) experience with respect to unemploy­

16 ment or other factors bearing a direct relation to uD­

17 employment risk during not less than the (1 17)thr-ee 

18 two consecutive years immediately preceding the corn­

19 putation date (118), throughout which compensation has 

20 been payable under such law; or (119)oip 

21 "(120)-(-) (2) No reduced rate of contributions to a 

22 guaranteed employment account is permitted to a person 

23 (or a group of persons) having individuals in his (or 

24 their) employ unless (A) the guaranty of remunera­

25 tion was fulfilled in the year preceding the computation 
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date; and (B) the balance of such account amounts 

to not less than 21 per centumn of that part of the 

pay roll or pay rolls for the three years preceding the 

computation date by which contributions to such ac­

count were measured; and (C) such contributions 

were payable to such account with respect to three 

years preceding the computation date; (12 1)efr 

"(122)-(4+) (3) Such lower rate, with respect to 

contributions to a separate reserve account, is permitted 

only when (A) compensation has been payable from 

such account throughout the preceding calendar year, and 

(B) such account amounts to not less than five times 

the largest amount of compensation paid from such 

account within any one :of the three preceding calendar 

years, and (C) such account amounts to not less than 

7-j per centium of the total wages payable by him (plus 

the total wages payable by any other employers who 

may be contributing to such account) with respect to 

employment in such State in the preceding calendar 

year. 

"(123)4(-4) (4) Effective January 1, 1942, para­

graph (124.)-4)- (3) of this subsection is amended to 

read as follows: 

" '(125)-(4) (3) No reduced rate of contributions 

to a reserve account is permitted to a person (or group 
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1 of persons) having individuals in his (or their) employ 

2 unless (A) compensation has been payable from such 

3 account throughout the year preceding the computation 

4 date, and (B) the balance of such account amounts to 

5 not less than five times the largest amount of compensa­

6 tion paid from such account within any one of the three 

7 years preceding such date, and (C) the balance of such 

8 ~account amounts to not less than 21i per centum of that 

9 part of the pay roll or pay rolls for the three years pre­

10 ceding such date by which contributions to such account 

11 were measured, and (D) such contributions -were pay­

12 able to such account with respect to the three years pre­

13 ceding the computation date.' 

14 (126)L*(b) OTHER STATE STANDAR~DS. NotWithstafiding 

15 the p4eviieii of subseetiefi -(a) -(-1-) of this seetien a tffi­

16 peyee shaA be allwed aR additiefta4 ef-edit thadef seetieft 4.01 

17 -(H- with i-espeet to ainy f-edueed r-4e of eentibatienis pe*-­

18 mitted by a Steae 1eiw if the Beafd fifde that tifdef siueh 

19 kw­

20 I(4)the ameafit iathe aemeyetftmd asof 

21 the emaete " e Rtls hnotat n 

22 hagf times the highest amottmt paid in~te gueh futmd with 

23 r-espeet to afy ofte of the pIreeeding ten ealefida years or 

24 oine and oe-hal timnes the highest affetiet ofemena 
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1 

2 

tieftdesoutofsuh fu4 w bini any ofte ofhe pfe­

eedifg ten ealefida years, wlieheve* is the gf-eater-; e,*4 

4 

6 

7 

8 

9 

5 

e ibei~idividlua ift meee-danee with gener-al stafAedff 

a4 i¶eets flot less favorable to siueh kidividtial 

thaft the fellowiftg e*f suhsta-htally equi-alenlt standa~de­

()the ifldiidial will be en+title4 to eee 

withifaee efsto eidp-sfe b ae 

lkw of Reot flore thanftf 4tywo eefiseettti"e weeks, a 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

siaeentiaweshis week4 fateofeeff~naif f 

week of total emlyaeat o oeflthid the iftidivd 

uflsl total eamings -(wit r-espeet to whieh eofitfibui 

tiefts wefe f-eqiifed tuiide sw~h State law) dwin~g 

a hmme peod pesfibe ytatela ftw hof teleis 

thaR fifty two eenseettti-ve we-ek-sT whtieheve* is 1es , 

14 noi stieh ifidividuAl will be r-eqaffed to 

ha-v-e beeft totaly fieffqpeyed fop~lefigei theet two 

ealendaf weeks or two peieods of seven eonseeiatitve 

days eaeh-, as a eefkditiefl to Yeeeiviing, diiiin the 

23 

24 

25 

grfat -(4) of this sabseetien, 

'~(G-the weekly fates ofeomeiainp-al 

fef total tepyge iftsueh State wilbefeleted 
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1 to the full4time weekly ea-mifgs (with i-espeet to 

2 whiek eon ur-ibtiio3 were F-eqlifed uflde* stieh Stste 

3 W4 ofstiehiiadi*aiddFifig a period pfeser-bed 

4 by State law of willbe deterfmined oftthe basisof 

5stieh 4-aetioiial pft of an indi-i4dual's totUl mififngs 

6 -(wit r-espeet to w-hiel eoitributieffi were fequke~ 

7 ufndef suee State law) diifing that ealendo quaifei 

8 ~ with sfek peried inf whie sefh effnings were 

9 highest, as will jpf-odee a feasona~ble 

10 of stiel full-time weekly eamnings, &R4 will not be 

11 less than -() $6 per- week if sftekP tifill-e weekly 

12 engswere $470 of less -(ii)- 0 peir eentm of 

13 suee fRil4 ime weekl eafnlings if they were more 

14 thaft $4-0 bat Rot nmefe than $80- ao4-(iii)- $f 

15 pef week if suee fagl-4ime weeky eatnifigs wefe 

16 mFare than $307, and 

17 "()efiest~ ilb m ne-ee 

18 State law to any suieh ki iv4idtW whose earnings ift 

19 an~y week equal less dhanl suok indii~'iduas w11eekly. 

20 fate of emeiaif o oa tenlyfeti a 

21 affount at least equald to the differenee betweeni 

22 suiek indwivdual's- aetua efnifng-s with i-espeet to 

23 sueh week atd his weeklyrftte o opnaif4 

24 totel tnmlyaft e 
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2 tiem-, as between Miere- per-Eeni havifig ifdivi~dIa1 in 

4 theif enIey, a&e pefR144e4 enly ift aeeef-danee wMt the 

3 @ygmh ofe4 2ei ge, f of ubseeetie 

of this eeetieft 

6 "(127)+(e) (b) CERTIFICATION.BY TimE BOARD WITH 

~7 RESPECT To ADDITIONAL CREDIT ALLOWANCE.­

8 " (1) On December 31 in each taxable year, the 

9 Board shall certify to the Secretary of the Treasury the 

law of each State (certified with respect to such year 

11 by the Board as provided in section 1603) with respect 

12 to which it finds that reduced rates of contributions were 

13 allowable with respect to such tax-able year only in ac.­

14 cordance with the provisions of subsection (a) (12 8)ef 

-fb4-of this section. 

16 " (2) If the Board finds that under the law of a 

17 single State (certified by the Board as provided in sec­

18 tion 1603) more than one type of fund or account is 

19 maintained, and reduced rates of contributions to more 

than one type of fund or account were allowable with 

21 respect to any taxable year, and one or more of such 

22 reduced rates were allowable under conditions not ful­

23 filling the requirements of subsection (a) (129)eif 4b)­

24 of this section, the Board shall, on December 31 of such 

taxable year, certify to the Secretary of the Treasury 
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1 only those provisions of the State law pursuant to which 

2 reduced rates of contributions were allowable with re­

3 spect to such taxable year under conditions fulfilling the 

4 requirements of subsection (a) (1 3 0)ff -(-.) of this 

section, and shall, in connection therewith, designate 

6 the kind of fund or account, as defined in subsection 

7 (13 1)-(-) (c) of this section, established by the pro­

8 visions so certified.. If the Board finds that a part of 

9 any reduced rate of contributions payable under such 

law or under such provisions is required to be paid into 

11 one fund or account and a part into another fund or 

12 account, the Board shall make such certification pur­

13 suant to this paragraph as it finds will assure the allow­

14 ance of additional credits only with respect to that part 

of the reduced rate of contributions which is allowed 

16 under provisions which do fulfill the requirements of 

17 subsection (a) (132)ei -(-h) of this section. 

1s " (3) The Board shall, within thirty days after any 

19 State law is submitted to it for such purpose, certify to 

the State agency its findings with respect to reduced rates 

21 of contributions to a type of fund or account, as defined 

22 in subsection (133)4)-* (c) of this section, which are 

23 allowable under such State law only in accordance with 

24 the provisions of subsection (a) (134)eir -(-H of this 

section. After making such findings, the Board shall 
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1 not withhold its certification to the Secretary of the 

2 Treasury of such State law, or of the provisions thereof 

3 with respect to which such findings were made, for any 

4 taxable year pursuant to paragraph (1) or (2) of this 

5 subsection unless, after reasonable notice and opportunity 

6 for hearing to the State agency, the Board finds the 

7 State law no longer contains the provisions specified in 

8 subsection (.a) (135)ep~ -(.b) of this section of the State 

9 has, with respect to such taxable year, failed to comply 

10 substantially with any such provision. 

1i "(136}()-W(c) DEFI-NITIONS.-As used in this section­

12 "(1) REsmav]E AcCCOUNT.-The term 'reserve account' 

13 means a separate a~ccount in an unemployment fund, main­

14 tained with respect to a person (or group of persons) having 

15 individuals in his (or their) employ, from which account, 

16 unless such account is exhausted, is paid all and only com­

17 pensation payable on the basis of services performed for 

18 such person (or for one or more of the persons comprising 

19 the group). 

20 " (2) PooLED FuiND.-The term 'pooled fund' means 

21 an unemployment fund or any Part thereof (other than a 

22 reserve account or a guaranteed employment account) into 

23 which the total contributions of persons contributing thereto 

24 are payable, in which all contributions are mingled and 
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1 undivided, and from which compensation is payable to all 

2 individuals eligible for compensation from such fund. 

4 " (3) PARTIALLY POOLED ACCO1JNT.-The term 'par­

3 tially pooled account' means a part of an unemployment fund 

5 in which part of the fund all contributions thereto are mingled 

6; and undivided, and from which part of the fund compensation 

7 is payable only to individuals to whom compensation would 

8 be payable from a reserve account or from a guaranteed em­

9 ployment account but for the exhaustion or termination of 

10 such reserve account or of such guaranteed employment ac­

11count. Payments from a reserve account or guaranteed 

12 employment account into a partially pooled account shall not 

13 be construed to be inconsistent with the provisions of para­

14 graph (1) or (4) of this subsection. 

:15 " (4) GUARANTEED EMPLOYMENT ACCOUNT.-The 

16 term 'guaranteed employment account' means a separate 

17 account, in an unemployment fund, maintained with respect 

18 to a person (or group of persons) having individuals in his 

19 (or their) employ who, in accordance with the provisions 

20 of the State law or of a plan thereunder approved by the 

21 State agency, 

22 " (A) guarantees in advance at least thirty hours of 

23 work, for which remuneration will be paid at not less 

24 than. stated rates, for each of forty weeks (or if more, 

25 one weekly hour may be deducted for each added week 
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1 guaranteed) in a year, to all the individuals who axe 

2 in his (or their) employ in, and who continue to 

4 be available for suitable work in, one or more distinct 

3 establishments, except that any such individual's guar­

5 anty may commence after a probationary period (in­

6 eluded within the eleven or less consecutive weeks 

7 immediately following the first week in which the 

8 individual renders services), and 

9 " (B) gives security or assurance, satisfactory to the 

10 State agency, for the fulfillment of such guaranties, 

11 from which account, unless such account is exhausted or 

12 terminated, is paid all and only compensation, payable 

13 on the basis of services performed for such person (or 

14 for one or more of the persons comprising the group), to 

15 any such individual whose guaranteed remuneration has 

16 not been paid (either pursuant to the guaranty or from 

17 the security or assurance provided for the fulfillment of 

18 the guaranty), or whose guaranty is not renewed and 

19 who is otherwise eligible for compensation under the 

20 State law. 

21 " (5) YiAx.-The term 'year' means any twelve con­

22 secutive calendar months. 

23 " (6) BALw~1cE-The term 'balance', with respect to a 

24 reserve account or a guaranteed employment account, means 
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1 the amount standing to the credit of the account as of the 

2 computation date; except that, if subsequent to January 1, 

3 (137>4#30 1940, any moneys have been paid into or credited 

4 to such account other than payments thereto by persons hav­

5 ing individuals in their employ, such term shall mean the 

6 amount in such account as of the computation date less the 

'7 total of such other moneys paid into or credited to such 

8 account subsequent to January 1, (138)439~ 1940. 

9 " (7) COMPUTATION DATE.-The term 'computation 

10 date' means the date, occurring at least once in each calendar 

11 year and within twenty-seven weeks prior to the effective 

12 date of new rates of contributions, as of which such rates are 

13 computed. 

14 " (8) RERlICED RATE.-The term 'reduced rate' means 

15 a rate of contributions lower than the standard rate applicable 

16 under the State law, and the term 'standard rate' means the 

17 rate on the basis of which variations therefrom are com­

18 puted." 

19 (139)-(4b) Pie prev4siein of pr -(4-) of seetiefi 46O 

20 -(a)- of the Ifttena4 ~Revenue Code, as f*eiided shal be 

21 appliea-ble te pafagraph -(.) of su*eh seetiefi e 4 y aefte De­

22 Oee13ef -3- 4b944 a*i4 shal in f9ie eTvete be atppieable to 

23 pfg-p4~o uhseii f o-epift a~az -

24 I942. 
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1 S~c. 611. Paragraphs (1), (3), and (4) of section 

2 1603 (a) of the -Internal Revenue Code are amended to 

3 read as follows: 

4 " (1) All compensation is to be paid through pub­

lic employment offices or such other agencies as the 

6 Board may approve; 

7 " (3) All money received in the unemployment 

8 fund shall (except for refunds of sums erroneously paid 

9 into such fund and except for refunds paid in accordance 

with the provisions of section 1606 (b) ) immediately 

11. upon such receipt be paid over to the Secretary of the 

12 Treasury to the credit of the Unemployment Trust 

13 Fund established by section 904 of the Social Security 

14 Act (49 Stat. 640; U. S. C., 1934 ed., title 42, sec. 

1104) ; 

16 " (4) All money withdrawn. from the unemploy­

17 ment fund of the State shall be used solely in the 

18 payment of unemployment compensation, exclusive of 

19 expenses of administration, and for refunds of sums 

erroneously paid into such fund and refunds paid in 

21 accordance with the provisions of section 1606 (b) ;" 

22 Simc. 612. Section 1604 (b) of the Internal Revenue 

23 Code is amended to read as follows: 

24 "(b) EXTENSION oF TIME FoR FIIJNG.-The Coin-

missioner may extend the time for filing the return of the 
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1 tax imposed by this subchapter, under such rules and regu­

2 lations as he may prescribe with the approval of the Secre­

3 tary, but no such extension shall be for more than ninety 

4 days. 

SEc. 613. Section 1606 of the Internal Revenue Code 

6 is amended to read as follows: 

7 "SEC. 1606. INTERSTATE COMMERCE AND FEDERAL IN­

8 STRUMENTALITIES. 

9 "(a) No person required under a State law to make 

payments to an unemployment fund shall be relieved from 

ii compliance therewith on the ground that he is engaged in 

12 interstate or foreign commerce, or that the State law does 

13 not distinguish between employees engaged in interstate or 

14 foreign commerce and those engaged in intrastate commerce. 

" (b) The legislature of any State may require any 

16 instrumentality of the United States (except such as are (A) 

17 wholly owned by the United States, or (B) exempt from the 

18 (140)tae~e iffilede by seetiefts 1440 anA tax imposed by 

19 section 1600 by virtue of any other provision of law) , and 

the individuals in its employ, to make contributions to an un­

21 employment fund under a State unemployment compensation 

22 law approved by the Board under section 1603 and (except 

23 as provided in section 5240 of the Revised Statutes, as 

24 amended, and as. modified by subsection .(c) of this section) 

to comply otherwise with such law. The permission granted 
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in this subsection shall apply (1) only to the extent that no 

discrimination is made against such instrumentality, so that 

if the rate of contribution is uniform upon all other persons 

subject to such law on account of having individuals in their 

employ, and upon all employees of such persons, respectively, 

the contributions required of such instrumentality or the indi­

viduals in its employ shall not be at a greater rate than is 

required of such other persons and such employees, and if 

the rates are determined separately for different persons or 

classes of persons having individuals in their employ or for 

different classes of employees, the determination shall be 

based solely upon unemployment experience and other factors 

bearing a direct relation to unemployment risk, and (2) only 

if such State law makes provision for the refund of any con­

tributions required under such law from an instrumentality 

of the U-nited States or its employees for any year in the 

event said State is not certified by the Board under section 

1603 with respect to such year. 

" (c) Nothing contained in section 5240 of the Revised 

Statutes, as amended, shall prevent any State from requiring 

any national banking association to render returns and re­

ports relative to the association's employees, their remunera­

tion and services, to the same extent that other persons are re­

quired to render like returns and reports under a State 

law requiring contributions to an unemployment fund. The 
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Comptroller of the Currency shall, upon receipt of a copy 

of any such return or report of a national banking associa­

tion from, and upon request of, any duly authorized official, 

body, or commission of a State, cause an examination of the 

correctness of such return or report to be made at the time of 

the next succeeding examination of such association, and shall 

thereupon transmit to such official, body, or commission a 

complete statement of his findings respecting the accuracy of 

such returns or reports. 

" (d) No person shall be relieved from compliance with a 

State unemployment compensation law on the ground that 

services were performed on land or premises owned, held, or 

possessed by the United States, and any State shall have 

full jurisdiction and power to enforce the provisions of such 

law to the same extent and with the same effect as though 

such place were not owned, held, or possessed by the United 

States." 

SEC. 614. Effective January 1, 1940, section 1607 of 

the Internal Revenue Code is amended to read as follows: 

"SEC. 1607. DEFINITIONS. 

"When used in this subchapter­

" (a) EMPLoYER.-The term 'employer' does not in­

dlude any person unless on each of some twenty days du-ring 

the taxable year, each day being in a different calendar week, 

the total number of individuals who. were (141)i-a big ef1+plEy 

II. R. 6635-7 
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1 employed by him in employment for some portion of the day 

2 (whether or not at the same moment of time) was eight or 

4 more. 

3 " (b) WAGEs.-The term 'wages' means all remul­

5 neration for employment, including the cash value of al 

6 remuneration paid in any medium other than cash; except 

7~ that such term shall not include-­

8 " (1) That part of the remuneration which, after 

9 remuneration equal to $3,000 has been paid to an indi­

10 vidual by an employer with respect to employment duri­

11 ing any calendar year, is paid to such individual by 

12 such employer with respect to employment during such 

13 calendar year; 

14 " (2) The amount of any payment made to, or on 

15 behalf of, an employee under a plan or system estab­

16 lished by an employer which makes provision for his 

17 employees generally or for a class or classes of his em­

18 ployees (including any amount paid by an employer 

19 for insurance (142)or annuities, or into a fund, to pro­

20 for insurance (142)or annuities, or into a fund, to pro­

21 vide for any such payment), on account of (A) retire­

22 ment, or (B) sickness or accident disability, or (C) medi­

23 cal and hospitalization expenses in connection with sick­

24 ness or accident disability (143), or (D) death, pro­

25 vided the employee (i) has not the option to receive, in­
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1 stead of provision for such death benefit, any part of such 

2 payment or, if such death benefit is insured, any part of 

4 the premiums (or contributions to premiums) paid by 

3 his employer, and (ii) has not the right, under the provi­

sions of the plan or system or policy of insurance pro­

6 viding for such death benefit, to assign such benefit, or to 

'7 receive a cash consideration in lieu of such benefit either 

8 upon his withdrawal from the plan or system providing 

9 for such benefit or upon termination of such plan or 

system or policy of insurance or of his employment with 

11 such employer; 

12 " (3) The payment by an employer (without 

13 deduction from the remuneration of the employee) (A) 

14 of the tax imposed upon an employee under section 1400 

or (B) of any payment required from an employee 

16 under a State unemployment compensation law; or 

17 " (4) Dismissal payments which the employer is 

18 not legally required to make. 

19 CC(c) EMPLOYMENT.-The termn 'employment' means 

any service performed prior to January 1, 1940, which was 

21 employment as defined in this section prior to such date, and 

22 any service, of whatever nature, performed after Decem­

23 ber 31, 1939, within the United States by an employee for 

24 the person employing him, irrespective of the citizenship or 

residence of either, except­
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1 "(1) Agricultural labor (as defined in subsection 

2 (1) 

4 "(2) Domestic service in a private home, local 

3 college club, or local chapter of a college fraternity or 

sorority; 

6 " (3) Casual labor not in the course of the em­

'7 ployer's trade or business; 

8 " (4) Service performed as an officer or member 

9 of the crew of a vessel on the navigable waters of the 

United States; 

11 " (5) Service performed by an individual in the 

12 employ of his son, daughter, or spouse, and service 

13 performed by a child under the age of twenty-one in 

14 the employ of his father or mother; 

" (6) Service performed in the employ of the 

16 United States Government or of an instrumentality of 

1.7 the United States which is (A) wholly owned by the 

18 United States, or (B) exempt from the tax imposed by 

19 section 1600 by virtue of any other provision of law; 

" (7) Service performed in the employ of a State, 

21 or any political subdivision thereof, or any instrumen­

22 tality of any one or more of the foregoing which is 

23 wholly owned by one or more States or political subdivi­

24 sions; and any service performed in the employ of 

any instrumentality of one or more States or political 
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1 subdivisions to the extent that the instrumentality is, 

2 with respect to such service, -immune under the CJonsti­

4 tution of the United States from the tax imposed by 

3 section 1600; 

"(8) Service performed in the employ of a corpora­

6 tion, community chest, fund, or foundation, organized 

7 and operated exclusively for religious, charitable, scien­

8 tific, literary, or educational purposes, or for the pre­

9 vention of cruelty to children or animals, no part of the 

net earnings of which inures to the benefit of any private 

11 shareholder or individual, and no substantial part of the 

12 activities of which is carrying on propaganda, or other­

13 wise attempting, to influence legislation; 

14 " (9) Service performed by an individual as an 

employee or employee representative as defined in section 

16 1 of the Railroad Unemployment Insurance Act; 

17 " (10) (A) Service performed in any calendar 

18 quarter in the employ of any organization exempt from 

19 income tax under section 101, if­

" (i) the remuneration for such service does not 

21 exceed $45, or 

22 " (ii) such service is in connection with the 

23 collection of dues or premiums for a fraternal bene­

24 ficiary society, order, or association, and is per­

formed away from the home office, or is ritualistic 
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1 service in connection with any such society, order, 

2 or association, or 

4 " (iii) such service is performed by a student 

3 who is enrolled and is regularly attending classes at 

a school, college, or university; 

6 " (B) Service performed in the employ of an agri­

7 cultural or horticultural organization (144) exempt from 

8 income tax u~nder section 101 (1); 

9 " (C) Service performed in the employ of a volun­

tary employees' beneficiary association providing for the 

11 payment of life, sick, accident, or other benefits to the 

12 members of such association or their dependents, if (i) no 

13 part of its net earnings inures (other than through such 

14 payments) to the benefit of any private shareholder or 

individual, and (ii) 85 per centum or more of the income 

16 consists of amounts collected from members for the sole 

17 purpose of making such payments and meeting expenses; 

18 " (D) Service performed in the employ of a volun­

19 tary employees' beneficiary association providing for the 

payment of life, sick, accident, or other benefits to the 

21 members of such association or their dependents or 

22 (145)their designated beneficiaries, if (i) admission to 

23 membership in such association is limited to individuals 

24 who are (146)officers or employees of the United States 

Government, and (ii) no part of the net earnings of 



103
 

1 such association inures (other than through such pay­

2 ments) to the benefit of any private shareholder or indi­

4 viduall; 

3 "-(E) Service performed in any calendar quarter 

5 in the employ of a school, college, or university, not 

6 exempt from income tax under section 101, if such 

7 service is performed by a student who is enrolled and is 

8 regularly attending classes at such school, college, or 

9 university, and the remuneration for such service does 

10 not exceed $45 (exclusive of room, board, and tuition) 

11 " (11) Service performed in the employ of a foreign 

12 government (including service as a consular or other 

13 officer or employee or a nondiplomatic representative) 

14 (147)eff 

15 " (12) Service performed in the employ of an instru­

16 mentality wholly owned by a foreign government­

17 " (A) If the service is of a character similar to 

18 that performed in foreign countries by employees 

19 of the United States Government or of an instru­

20 mentality thereof; and 

21 " (B) If the Secretary of State shall certify to 

22 the Secretary of the Treasury that the foreign gov­

23 ermient, with respect to whose instrumentality ex­

24 emption is claimed, grants an equivalent exemption 

25 with respect to similar service performed in the for­
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1 eign country by employees of the United States 

2 Government and of instrumentalities thereof; 

4 " (13) Service performed as a student nurse in the 

3 employ of a hospital or a nurses' training school by an 

individual who is enrolled and is regularly attending 

6 classes in a nurses' training school chartered or approved 

7 pursuant to State law; and service performed as an 

8 interne in the employ of a hospital by an individual who 

9 has completed a four years' course in a medical school 

chartered or approved pursuant to State (148)lawy~ law; 

11 (149)" (14) Service performed by an individual for a 

12 person as an insuranceagent or as an insurance solicitor, 

13 if all such service performed by such individual for such 

14 person is performed for remuneration solely by way of 

commission; or 

16 (150)" (15) Service performed by an individual under 

17 the age of eighteen in the delivery or distribution of news-. 

18 papers or shopping news, not including delivery or 

19 distribution to any point for subsequent delivery or 

distribution. 

21 "(d) INCLUDED AND EXCLUDED SERVICE.-If the 

22 services performed during one-hall or more of any pay 

23 period by an employee for the person employing him consti­

24 tute employment, all the services of such employee for such 

period shall be deemed to be employment; but if the services 
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1 performed during more than one-half of any such pay period 

2 by an employee for the person employing him do not con­

4 stitute employment, then none of the services of such em­

3 ployee for such period shall be deemed to be employment. 

5 As used in this subsection the term 'pay period' means a 

6 period (of not more than thirty-one consecutive days-) for 

7~ which a payment of remuneration is ordinarily made to the 

8 employee by the person employing him. This subsection 

9 shall not be applicable with respect to services performed 

10 (151)fef aft efflplyer-in a pay period (152)by an employee 

11 for the person employing him, where any of such service 

12 is excepted by paragraph (9) of subsection (c) . 

13 " (e) STATE AGENCY.-The term 'State agency' means 

14 any State officer, board, or other authority, designated 

15 under a State law to administer the unemployment fund in 

16 such State. 

17 " (f) UNEMPLOYMENT FuND.-The term 'unemnploy­

18 ment fund' means a special fund, established under a State 

19 law and administered by a State agency, for the pay­

20 ment of compensation. Any sums standing to the account 

21 of the State agency in the Unemployment Trust Fund 

22 established by section 904 of the Social Security Act, as 

23 amended, shall be deemed to be a part of the unemployment 

24 fund of the State, and no sums paid out of the Unemploya­

25 ment Trust Fund to such State agency shall cease to be a 
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1 part of the unemployment fund of the State until expended 

2 by such State agency. An unemployment fund shall be 

4 deemed to be maintained during a taxable year only if 

3 throughout such year, or such portion of the year as the 

unemployment fund was in existence, no part of the moneys 

6 of such fund was expended for any purpose other than the 

7 payment of compensation (exclusive of expenses of admin­

8 istration) and for refunds of sums erroneously paid into 

9 such fund and refunds paid in accordance with the pro­

visions of section 1606 (b) . 

11 " (g) CONTRIBmvTIONS.-The term 'contributions' means 

12 payments required by a State law to be made into an un­

13 employment fund by any person on account of having 

14 individuals in his employ, to the extent that such payments 

are made by him without being deducted or deductible from 

16 the remuneration of individuals in his employ. 

17 " (h) COMPENSATION.-The term 'compensation' means 

18 cash benefits payable to individuals with respect to their 

19 unemployment. 

" (i) EMPLOYEE.-The term 'employee' includes an 

21 officer of a corporation. 

22 " (j) STATE.-The term 'State' includes Alaska, Hawaii, 

23 and the District of Columbia. 

21 " (k) IPERoN.-The term 'person' means an individual, 

a trust or estate, a partnership, or a corporation. 
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1 "(1) AGRiCULT-uERA LABoR.-Th~e term 'agricultural 

2 labor' includes all service performed­

4 " (1) On a farm, in the employ of any person, in 

3 (153)ee*tteetieo w4th cultivating the soil, or in 

5 (154)eef~eetieff with raising or harvesting any agri­

6 cultural or horticultural commodity, including the rais­

7 ing, (155)shearing, feeding, (15 6)caring for, training, 

8 and management of livestock, bees, poultry, and fur­

9 bearing animals (157)and other wildlife. 

10 " (2) In the employ of the owner or tenant (158)or 

11 other operator of a farm, in connection with the opera­

12 tion, management, (159)conservation, improvement, or 

13 maintenance of such farm (160)and its tools and equip­

14 ment, or in salvaging timber or clearing land of brush 

15 and other debris left by a hurricane, if the major part 

16 of such service is performed on a farm. 

17 " (3) In connection with the production or harvest­

18 ing of maple sirup or maple sugar or any commodity 

19 defined as an agricultural commodity in section 15 (g) 

20 of the Agricultural Marketing Act, as amended, or in 

21 connection with the raising or harvesting of mushrooms, 

22 or in connection with the hatching of poultry, or in 

23 connection with the ginning of cotton (161), or in con­

24 nection with the operation or maintenance of ditches, 
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1 canals, reservoirs, or waterways used exclusively for 

2 supplying and storing water for farming purposes. 

4 " (4) In handling, (162)planting, drying, packing, 

3 packaging, processing, freezing, grading, storing, or de­

livering to storage or to market or to a carrier for trans­

6 portation to market, any agricultural or horticultural 

7 commodity; but only if such service is performed as an 

8 incident to ordinary farming operations or, in the case 

9 of fruits and vegetables, as an incident to the preparation 

of such fruits or vegetables for market. The provisions 

11 of this paragraph shall not be deemed to be applicable 

12 with respect to service performed in connection with 

13 commercial canning or commercial freezing or in con­

14 nection with any agricultural or horticultural commodity 

after its delivery to a terminal market for distribution 

16 for consumption. 

17 "As used in this subsection, the te~rm 'farm' includes 

18 stock, dairy, poultry, fruit, fur-bearing animal, and truck 

19 farms, plantations, ranches, nurseries, ranges, greenhouses 

or other simailar structures used primarily for the raising of 

21 agricultural or horticultural commodities, and orchards." 

22 SEC. 615. Subchapter C of chapter 9 of the Internal 

23 Revenue Code is amended by adding at the end thereof the 

24 following new section: 

"SEO. 1611. This subchapter may be cited as the 'Fed­

26 eral Unemployment Tax Act'." 



5 

10 

15 

20 

25 

109
 

1 TITLE VII-AMANENDMENTS TO TITLE X OF THE 

2 SOCIAL SECURITY ACT 

4 SEc. 701. (a) Clause (5) of section 1002 (a) of the 

3 Social Security Act is amended to read as follows: "(5) 

provide such methods of administration ((163)ethef~ 4taif 

6 these Felatkig to fiekefiei-f teiitffe of effee, amf4 eeffleftsatieie 

7 of per-semfee including, after January1, 1.940, methods relat­

8 ing to the establishment and maintenance of personnel stand­

9 ards on a merit basis) as are found by the Board to be 

necessary for the proper and efficient Qoperation of the plan." 

11 (b) Effective July 1, 1941, section 1002 (a) of such 

12 Act is further amended by inserting before the period at the 

13 end thereof a semicolon and the following- new clauses: 

14 "(8) provide that the State agency shall, in determining 

need, take into consideration any other income and resources 

16 of an individual claim-ing aid to the blind; and (9) provide 

17 safeguards which restrict the use or disclosure of information 

18 concerning applicants and recipients to purposes directly 

19 connected with the administration of aid to the blind". 

SEc. 702. Effective January 1, 1940, section 1003 of 

21 such Act is amended. to read as follows: 

22 "PAYMENT TO STATES 

23 "SEc. 1003. (a) From the sums appropriated therefor, 

24 the Secretary of the Treasury shall pay to each State which 

has an approved plan for aid to the blind, for each quarter, 
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1t beginning with the quarter commencing January 1, 1940, 

2 (1) an amount, which shall be used exclusively as aid to 

4 the blind, equal to one-half of the total of the sums expended 

3 during such quarter as aid to the blind under the State plan 

5 with respect to each needy individual who is blid and is 

6 not an inmate of a public institution, not counting so much 

7 of such expenditure with respect to any individual for any 

8 month as exceeds $40 (164)-j-Pan4 -(2+ 5 pef eeftti of suteh 

9 fifietifit whie shall b-e ased feif payifig the east of adffii­

11 f£e fie othef ptH~peee and (2) an amount equal to one-half 

12 of the total of the sums expended during such quarter as 

13 found necessary by the Board for the proper and efficient 

14 administrationof the State plan, which amount shall be used 

15 for paying the costs of administering the State plan or for 

16 old-age assistance, or both, and for no other purpose. 

17 " (b) The method of computing and paying such 

18 amounts shall be as follows: 

19 "(1) The Board shall, prior to the beginnn of 

20 each quarter, estimate the amount to be paid to the State 

21 for such quarter under the provisions of clause (1) of 

22 subsection (a), such estimate to be based on (A) a 

23 report filed by the State containing its estimate of the 

24 total sum to be expended in such quarter. in accordance 

25 with the provisions of such clause, and stating the amount 
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appropriated or made available by the State and its polit­

ical subdivisions for such expenditures in such quarter, 

and if such amount is less than one-hall 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 blid 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, 

(A) 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 under clause (1) of 

subsection (a) for such quarter, and (B) reduced by a 

sum equivalent to the pro rata share to which the United 

States is-equitably entitled, as determined by the Board, 

of the net amount recovered during a prior quarter by 

the State or any political subdivision thereof with respect 

to aid to the blind furnished under the State plan; except 

that such increases or reductions shall not be made to the 

extent that such sums have 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: Provided, That any part of the amount recov­
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1 ered from the estate of a deceased recipient which is not 

2 in excess of the amount expended by the State or any 

3 political subdivision thereof for the funeral expenses 

4 of the deceased shall not be considered as a basis for 

5 reduction under clause (B) of this paragraph. 

6 " (3) The Secretary of the Treasury shall there­

'7 upon, through the Division of Disbursement of the Treas­

8 ury Department, and prior to audit or settlement by the 

9 General Accounting Office, pay to the State, at the time 

10 or times fixed by the Board, the amount so certified, in­

11 creased by 5 per centum." 

12 SEc. 703. Section 1006 of such Act is amended to read 

13 as follows: 

14 "SEC. 1006. When used in this title the term 'aid to 

:15 the blind' means money payments to blind individuals who 

.16 are needy." 

17 TITLE VIII-AMENDMENTS TO TITLE XI OF THE 

18 SOCIAL SECURITY ACT 

19 SEC. 801. Effective January 1, (165)1-940-­

20 -(-1a)-ekt'se 1940, paragraph (1) of section 1101 (a) of 

21 such Act is amended to read as follows: " (1) the term 'State' 

22 (except when used in section 531) includes Alaska, Hawaii, 

23 and the District of Columbia, and when used in titles V and 

24 VI of such Act ((166iftelu4iig except section 531) in­

25 cludes Puerto Rico." 
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1 (167)-(-b*) seetiont 44-01 -(a)- is fiffhef amfenided by stii4iing 

2 out p afagrz -(-- land intser-ting iR liea thereof the fellowing-: 

3 £(-~T he tee 'employee' nidsa effee of a eofpo­

-(by way of ~cm~inor ethef-wise)- end-Af atn agireeffen 

6 of geementR otsltfgf eis4sn fisein­

7 seetffes applieatioBns of ei-der ef other-wise pefsOnftlly pm1-p 

8 ferm serviees as a salesfaanf for a per-son in fifftheifafee of 

9 sueh pefsont's tFade of~busintess -(but Nvhe is not anf employee 

of sueh per-son tffdei the law of maste ftad ser2vant)- mdtHess 

11 -4)-Sn~5~f~q ftae Pvs~me as a part of-snoeb individ+tal.'s 

12 basiniess as a brokef of faeto antd- int fnther-a-nee of snob 

13 buiniess as brokerf of faeter- s seila!-seiees ffe pei4efmed 

14 fof othe* pesesons anfd onte of ffief e emfployees of sueh bfeker­

of faeto* per-fe*~ a sutbstantial part4 of snoeb sef-vees, of -(-B* 

16 snobh ser-viees afe Hot in the eetffse of sueh individufl~s 

17 pi-ineipa tfade, busifess, ff eeeffpatieon. 

18 !Lf7.) 4+he teia 'employer- inieindes aniy per-soft fef whom 

19 anf individua pmerfrms aniy ser-viee of whaeize*e neAuife as 

hims empleyee&Z 

21 SEc. 802. Title XI of such Act is further amended by 

22 adding at the end thereof the following new sections: 

23 "cDISCLOSURE OF INFORMATION IN POSSESSION OF BOARD 

24 "SEc. 1106. No disclosure of any return or portion of 

a return (including information returns and other written 

ILI R. 6635-8 
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1 statements) ifiled with the Commissioner of Internal Revenue 

2" under title VIII of the Social Security Act or the Federal 

3 ]Insurance Contributions Act or under regulations made under 

4 authority thereof, which has been transmitted to the Board by 

5 the Commissioner of Internal Revenue, or of any file, record, 

6 report, or other paper, or any information, obtained at any 

7 time by the Board or by any officer or employee of the Board 

8 in the course of discharging the duties of the Board, and 

9 no disclosure of any such file, record, report, or other 

10 paper, or information, obtained at any time by any person 

11 from the Board or from any officer or employee of the Board, 

12 shall be made except as the Board may by regulations pre­

13scribe. Any person who shall violate any provision of this 

section shall be deemed guilty of a misdemeanor and, upon 

15 conviction thereof, shall be punished by a fine not exceeding 

16 $1,000, or by imprisonment not exceeding one year, or both. 

17 "tPENALTY FOR FRAUD 

18 "SEC. 1107. (a) Whoever, with the intent to defraud 

19 any person, shall make or cause to be made any false rep­

20 resentation concerning the requirements of this Act, the Fed­

21 eral Insurance Contributions Act, or the Federal Unemploy~­

22 ment Tax Act, or of any rules or regulations issued there­

23 under, knowing such representations to be false, shall be 

24 deemed guilty of a misdemeanor, and, upon conviction 
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thereof, shall be punished by a fine not exceeding $1,000, or 

by imprisonment not-exceeding one year, or both. 

" (b) Whoever, with the intent to elicit information as 

to the date of birth, employment, wages, or benefits of any 

individual (1) falsely represents to the Board that be is 

such individual, or the wife, parent, or child of such indi­

vidual, or the duly authorized agent of such individual, or 

of the wife, parent, or child of such individual, or (2) falsely 

represents to any person that he is an employee or agent of 

the United States, shall be deemed guilty of a misdemeanor, 

and, upon conviction thereof, shall be punished by a fine not 

exceeding $1,000, or by imprisonment not exceeding one 

year, or (168)beth.- both. 

(169)"C PROVISIONS RELATING TO INDIANS 

"SEC. 1108. (a) Notwithstanding any other provisions 

of law, the Social Security Board shall not disapprove any 

State plan under title I, IV, or X of this Act because such 

plan does not apply to or include Indians. 

"(b) For the purposes of this Act the term 'Indian' 

shall include all persons of Indian blood who are members of 

a tribe, pueblo, band, community, or other group now or here­

after recognized by the Congress or the Secretary of the In­

tenior and who reside on a reservation or on other lands set 

aside or established for Indian use and occupancy: Provided, 

That the term 'Indian' shall also include all Indian and 
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1 Eskimo natives of Alaska who are of one-half or more Indian 

2 or Eskimo blood. The records of the Department of *the 

3 Interior and of the Indian Service shall be prima facie evi­

4 dence of the facts shown thereon as to tribal membership, age, 

sex, and degree of Indian blood." 

6 TITLE IX-MISCELLANEOUS PROVISIONS 

7. SEC. 901. (170)No Except as provided in section 906, 

8 no provision of this Act shall be construed as amending or 

9 altering the effect of section 13 (b) , (c) , (d) , (e) , or (f) 

of the Railroad Unemployment Insurance Act. 

11 SEC. 902. (a) Against the tax imposed by section 901 

12 of the Social Security Act for the calendar year 1936, 

13 1937, or 1938, any taxpayer shall be allowed credit for 

14 the amount of contributions, with respect to employment 

during such year, paid by him into an unemployment fund 

16 under a State law­

17l (1) Before the sixtieth day after the date of the 

18 enactment of this Act; 

19 (2) On or after such sixtieth day, with respect to 

wages paid after the fortieth day after such date of 

21 enactment; 

22 (3) Without regard to the date of payment, if the 

23 assets of the taxpayer are, at any time during the fifty­

24 nine-day period following such date of enactment, in 

the custody or control of a receiver, trustee, or other 
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fiduciary appointed by, or under the control of, a court 

of competent jurisdiction. 

(b) Upon the payment of contributions into the unem­

ployment fund of a State which are required under the 

unemployment compensation law of that State with respect 

to remuneration on the basis of which, prior to such pay-­

ment into the proper fund, the taxpayer erroneously paid 

an amount as contributions under another unemployment 

compensation law, the payment into the proper fund shall, 

for purposes of credit against the tax imposed by section 901 

of the Social Security Act for the calendar years 1936, 

1937, and 1938, respectively, be deemed to have been made 

at the time of the erroneous payment. If, by reason of such 

other law, the taxpayer was entitled to cease paying contribu­

tions with respect to services subject to such other law, the 

payment into the proper' fund shall, for purposes of credit 

against the tax, be deemed to have been made on the date 

the return for the taxable year was ifiled under section 905 

of the Social Security Act. 

(c) The provisions of the Social Security Act in force 

prior to.February 11, 1939 (except the provisions limiting 

the credit to amounts paid before the date of filing returns) 

shall apply to allowance of credit uinder subsections (a), 

(b), and (b), and the terms used in such subsections shall 

have the same meaning as when,used in title IX of the Social 
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1 Security Act prior to such date. The total credit allowable 

2 against the tax imposed by section 901 of such Act for the 

3 calendar years 1936, 1937, and 1938, respectively, shall not 

4 exceed 90 per centmm of such tax. 

5 (d) Refund of the tax (including penalty and interest 

6 collected with respect thereto, if any), based on Any credit 

7 allowable under subsections (a) , (b) , and (h) , may be made 

8 in accordance with the provisions of law applicable in the 

9 case of erroneous or illegal collection of the tax. No interest 

:10 shall be allowed or paid on the amount of any such refund. 

11 (e) Notwithstanding the provisions of section 1601 (a) 

12 (2) of the Internal Revenue Code, as amended, credit shall 

13 be permitted under such section 1601, against the tax for 

14 the taxable year in which remuneration is paid for services 

15 rendered during a prior year, for the amounts of contribu­

16 tions with respect to such remuneration which have not been 

17 credited against the tax for any prior taxable year. Credit 

18 shall be permitted under this subsection only against the tax 

19 for the years 1940, 1941, and 1942, and only for contribu­

20 tions with respect to remuneration for services rendered after 

21 December 31, 1938. 

22 (f) No tax shall be collected under title VIII or IX 

23 of the Social Security Act or under the Federal Insurance 

24 Contributions Act or the Federal Unemployment Tax Act, 

25 with respect to services rendered prior to Januaryr 1, 1940, 
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1 which are described in subparagraphs (11) and (12) of 

2 sections 1426 (b) and 1607 (c) of the Internal Revenue 

3 Code, as amended, and any such tax heretofore collected 

4 (including penalty and interest with respect thereto, if any), 

5 shall be refunded in accordance -with the provisions of law 

6 applicable in the case of erroneous or illegal collection of the 

7 tax. No interest shall be allowed or paid on the amount of 

8 any such refund. No payment shall be made under title II of 

9 the Social Security Act with respect to services rendered prior 

10 to January 1, 1940, which are described in subparagraphs 

11 (11) and (12) of section 209 (b) of such Act, as amended. 

12 (g) No lump-sum payment shall be made under the pro­

1.3 visions of section 204 of the Social Security Act after the 

14 date of enactment of this Act, except to the estate of an indi­

15 vidual who dies prior to January 1, 1940. 

16 (h) Notwithstanding the provision of section 907 (f) 

17 of the Social Security Act limiting the term "contributions" 

18 to payments required by a State law, credit shall be permitted 

19 against the tax imposed by section 901 of such Act for the 

20calendar year 1936 or 1937, for so much of any payments 

21made as contributions for such year into the unemployment 

22 fund of a State which are held by the highest court of such 

23 State not to be required payments under the unemployment 

24 compensation law of such State if they are not returned to 

25the taxpayer. So much of such payments as are, not go 
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returned shall be considered to be "contributions" for the 

purposes of section 903 of such Act. The periods of limita­

tions prescribed by section 3312 (a) of the Internal Revenue 

Code shall not begin to run, in the case of the tax for such 

year of any taxpayer to, whom any such payment is returned, 

until the last such payment is returned to the taxpayer. 

(17 1)(i) No part of the tax imposed by the Federal Unem­

ployment Tax Act or by title IX of the Social Security Act, 

whether or not the taxpayer is entitled to a credit againstsuch 

tax, shall be deemed to be a penalty or forfeiture within the 

meaning of section 57j of the Act entitled "An Act to estab­

lish a uniform system of bankruptcy throughout the United 

States", approved July 1, 1898, as amended. 

SEC. 903. Section 1430 of the Internal Revenue Code 

is amended by striking out "3762" and inserting in lieu 

thereof "3661". 

(172)SEc. 904. Effective January1, 1940, section 1428 of 

the Internal Revenue Code is amended by striking out "para­

graphs (9) and (10)" and inserting in lieu thereof "para­

graph (9)" 

(17 3)SEC. 905. (a) No service performed at any time during 

the calendar year 1939 by any individual shall, by reason 

of the individual having attained the age of sixty-five, be 

excepted from employment as defined in section 1426 (b) of 

subchapter A of chapter 9 of the Internal Revenue Code, 
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Paragraph (4) of such section (which excepts such service 

from employment) is repealed as of the cifective date thereof, 

and paragraph(4) of section 81.1 (b) of the Social Security 

Act is repealed as of January 1, 1939. The tax on em­

ployees imposed by section 1400 of such subchapter and the 

tax on employers imposed by section 1410 of such subchapter, 

and the provisions of law applicable to such taxes, shall apply 

with respect to remunerationpaid after December 31, 1938, 

for service which, by reason of the enactment of this section, 

constitutes employment as so defined. 

(b) Notwithstanding any other provision of law, no 

employer shall be liable for the tax on any employee, imposed 

by section 1400 of such subchapter (unless the employer col­

lects such tax from the employee), with respect to service per­

formed before the date of enactment of this Act which con­

stitutes employment by reason of the enactment of this section. 

except to the extent that the employer has under his control at 

any time on or after the ninetieth day after such date amounts 

of remuneration earned at any time by the employee. 

(174)SEC. 906. If the Social Security Board finds with re­

spect to any State that the first regular session of such State's 

legislature which began after June 25, 1938, and adjourned 

prior to thirty days after the enactment of this Act (1) had 

not made provision to authorize and direct the Secretary of 

the Treasury, prior to thirty days after the close of 8uch 
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1 session or July 1, 1939, whichever date is later, to transfer 

2 from its account in the Unemployment Trust Fund to the 

3 railroadunemployment insurance account in the Unemploy­

4 ment Trust Fund an amount equal to such State's "pre­

5 liminary amount", or to authorize and direct the Secretary 

6 of the Treasury, prior to thirty days after the close of such 

7 session or January1, 1940, whichever date is later, to trans-

B fer from its account in the Unemployment Trust Fund to the 

9 railroad unemployment insurance account in the Unemploy­

10 ment Trust Fund an amount equal to such State's "liquidat­

U1 ing amount", or both; and (2) had not made provision for 

12 financing the administration of its unemployment-cornpensa­

13 tion law during the period with respect to which grants 

14 therefor under section 302 of the Social Security Act are 

15 required under section 13 of the Railroad Unemployment 

1.6 Insurance Act to be withheld by the Social Security Board, 

17 notwithstanding the provisions of section 13 (d) of the Rail­

18 road Unemployment Insurance Act the Social Security 

19 Board shall not begin to withhold from certification to the 

20 Secretary of the Treasury for payment to such State the 

21 amounts determined by it pursuant to .section 302 of the 

22 Social Security Act and to certify to the Secretary of the 

23 Treasury for payment into the railroad unemployment-in­

24 surance account the amount so withheld from such State, 

25 as provided in section 13 of the Railroad Unemployment 
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Insurance Act, until after the thirtieth day after the close of 

such State's first regular or special session of its legislature 

which begins after the date of enactment of this Act and 

after the Social Security Board finds that such State had not, 

by the thirtieth day after the close of such legislative session, 

authorized and directed the Secretary of the Treasury to 

transfer from such State's account in the Unemployment 

Trust Fund to the railroadunemployment insurance account 

in the Unemployment Trust Fund such State's "preliminary 

amount" plus interest thereon at 21i per centum per annum 

from the date the amount thereof is determined by the 

Social Security Board,and such State's "liquidating amount" 

plus interest thereon at 21i per centum per annum from the 

date the amount thereof is determined by the Social Security 

Board. Notwithstanding the provisions of section 13 (e) 

of the Railroad Unemployment Insurance Act, any with­

drawal by such State from its account in the Unemployment 

Trust Fund for purposes other than the payment of com­

pensation of the whole or any part of amounts so withheld 

from certification with respect to such State pursuant to this 

Act shall be deemed to constitute a breach of the conditions 

set forth in sections 303 (a) (5) of the Social Security 

Act and 1603 (a) (4) of the Internal Revenue Code. The 

terms "preliminary amount" and "liquidating amount", as 
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used herein, shall have the meanings defined in section 13 

of the Railroad Unemployment InsuranceAct. 

(17 5)SEc. 907. In addition to any other deductions made 

under section 203 of the Social Security Act, as amended, 

deductions shall be made from any primary insurance benefit 

or benefits to which an individualis entitled or from any other 

insurance benefit payable with respect to such individual's 

wages, until such deductions total 1 per centum of any 

wages paid him for services performed in 1939, and subse­

quent to his attaining age sixty-flve, with respect to which the 

taxes imposed by section 1400 of the Internal Revenue Code 

have not been deducted by his employer from his wages or 

paid by such employer. 

(17 6)SEC. 908. (a) There is hereby authorized to be estab­

lished by the Committee on Finance of the Senate and the 

Committee on WTays and Means of the House of Representa­

tives, in cooperation with the Social Security Board, an 

Advisory Council on Unemployment Insurance, representing 

employers, employees, and the general public, to study and 

report to said committee on the following matters concerning 

unemployment insurance: 

1. Scope and coverage. 

2. Amount, character, duration, and qualification for 

benefits. 
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3. Advisability and nature of individual employer and 

State unemployment experience ratings for tax purposes. 

4. Size, character, adequacy, and disposition of reserves. 

5. Source, character, and method of fi-nancing. 

6. Coordination of unemployment insurance with, relief, 

work relief, and other programs for alleviatingq economic 

distress among the unemployed. 

7. Pertinent experience in the operation and adminis­

tration of existing unemployment-insurance laws. 

8. Any other matters which either of the above-men­

tioned committees or the Social Security Board may deem 

relevant to the inquiry. 

(b) The Social Security Board shall furnish all neces­

sary technical assistance in connection with such study. 

(177)SEc. 909. (a) There is hereby authorized to be estab­

lished by the Committee on Finance of the Senate and the 

Committee on Ways and Means of the House of Repre­

senatives, in cooperation with the Social Secutrity Board, 

an Advisory Council on Disability Insurance, representing 

employers, employees, and the general public, to study and 

report to said committees on the establishment of disability 

insurance under the Social Security Act as amended, with 

particularreference to the following: 

1. Relationship of disability insurance to other forms 

of social insurance. 
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12. Scope and coverage. 

2 3. Amount, character, duration, and qualification for 

3 benefits. 

4 4. Source, character, and method of financing. 

5 5. Pertinent experience in the operation and admin­

6 istration of existing disability insurance systems, public and 

'7 private. 

8 6. Coordination of disability insurance with relief and 

9 other programs for alleviating economic distress among the 

10 disabled. 

11 7. Rehabilitationservices. 

:12 8. Any other matters which either of the above-men­

13 tioned committees or the Social Security Board may deem 

14 relevant to the inquiry. 

15 (b) The Social Security Board shall furnish all neces­

16 sary technical assistance in connection with such study. 

17 (178)SEc. 910. All functions of the Social Security Board 

18 shall be administered by the Social Security Board under 

19 the direction and supervision of the FederalSecurity Admin­

20 istrator. 

21 (179)SEc. 911. Subsection (h) of section 5 of the Home 

22 Owners' Loan Act of 1933, as amended, is amended by in­

23 serting after the words " United States", where they first 
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appear in such subsection, the following: (except the taxes 

imposed by sections 1410 and 1600 of the Internal Revenue 

Code with respect to wages paid after December 31, 1939, for 

employment after such date)". 

(180O)SEC. 912. (a) The provisions of section 213 (f) of the 

Revenue Act of 1939 shall apply without regard to the ex­

ception therein provided, if (1) the taxpayer in the deter­

mination referred to in such exception is a corporation, (2) 

such determination is by a decision of the Board of Tax 

Appeals or of a court, (3) under the law applicable to the 

taxable year in which the exchange occurred, the basis of the 

property, acquired upon the exchange from the taxpayer 

by the party assuming a liability of the taxpayer or acquir­

ing the property subject to a liability, is the cost to such party 

of the property acquired upon the exchange, and (4) the 

taxpayer in pursuance of the plan of reorganizationeffected 

a complete liquidationimmediately subsequent to the exchange. 

(b) No overpayment determined to have been made for 

any taxable year by reason of the provisions of paragraph 

(a) of this section shall be refunded or credited unless a 

claim for refund is filed within the period of limitations other­

wise provided by law for filing a claim for refund for such 

taxable year, or within one year from the date of enactment 
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of the Revenue Act of 1939, whichever of such periods 

expires the later. 

(18 1)SEc. 913. Subsection (d) of section 602 of the Reve­

nue Act of 1936, as amended, (relating to floor stocks 

adjustment) is amended by striking out "January1, 1937", 

and inserting in lieu thereof "January 1, 1940". 

(182)SEC. 914. (a) Beginning with January 1, 1941, no 

provisions of the Social Security Act shall be operative or 

effective for foreign-born aliens who have not taken out their 

full American citizenship papers by that date or who do not 

become American citizens within six years after their entrance 

into this country: Provided, however, That all aliens not 

qualified for social-security benefits shall have refunded to 

them the full amount of any contribution they may have made 

to the social-security fund before they became disqualified 

from participationin the benefits of this Act through failure 

to comply with the citizenship requirements of the Act: Pro­

vided further, That in the case of alien employers or Amer­

ican employers using alien laborers a tax equivalent to that 

collected from like American citizens shall be levied and col­

lected as a "special privilege tax" for operating as aliens in 

this country in direct competition with American citizens. 

(b) No payment of any benefit provided in section 202 

of this title shall be payable to an individual while such indi­
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1 vidual is not a resident of the United States or its possessions 

2 unless such individual resides within fifty miles of the United 

3 States. 

Passed the House of Representatives June 10, 1939. 

Attest: SOUTH TRIMBLE, 

Clerk. 

Passed the Senate with arnendments July 13 (legisla­

tive day, July 10), 1939. 

Attest: EDWIN A. HALSEY, 

Secretary. 

H. R. 6635-9
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9148 CONGRESSIONAL RECORD-HOUSE JULY 14 

MESSAGE FROM THE SENATE 

H. R. 6635. An act to amend the Social Security Act, and 
for other purposes. 

The message also announced that the Senate Insists upon 
its amendments to the foregoing bill. requcsts a conference 
with the House on the disagreeing votes of the two Houses 
thereon, and appoints Mr. HARRISON, Mr. KiNG, Mr. GEORGE, 
M~r. IA FCLLETTE, and Mr. CAPPER to be the conferees on the 
part of the Senate. 
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AM~ENDMENTS TO SOCIAL SECURITY ACT 

Mr. DOUGHTON. Mr. Speakcr. I ask unan~motus consent 
to take from the Speaker's table the bill (H. R. 6635) to 
amend the Social Security Act and for othcr purposes, with 
Senate amendments, disagree to the Senate amendments, 
and agree to the conference asked by the Senate. 

The Clerk read the title of the bill. 
Tile SPEAKER. Is there ebjection to the request of the 

gentleman from. North Carolina? [After a pause.] The 
Chair hears none and appoints the following conferees: Mr. 
DouGiIToN, Mr. CULLEN, Mr. MCCCRMACK, Mer. COOPER, Mr. 
7TREADwAy. Mr. CROWTHER, and Mr. KXNUrsoN. 
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MESSAGE FROM THE: HOUSE 

A message from the House of Representatives by Mr. 
Chaffee, one of its reading clerks, announced that the House 
had disagreed to-the amendments of the Senate to the bill 
(H. R. 6635) to amend the Social Security Act, and for other 
purposes, agrced to the conference asked by the Senate on 
the disagreeing votes of the two Houses thereon, and that 
Mr. DoUGHRTON, Mr. CULLEN, Mr. MCCORMACK, Mr. COOPER, Mr. 
TREADWAY, Mr. CROWTHER, and Mr. KNUTSON were appointed 
managers on the part of the House at the conference. 
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AMENDMENT OF SOCIAL SECURITY ACT-ADDITIONAL CONFEREES 

During the delivery of Mr. WHITE's address: 
Mr. HARRISON. Mr. President, will the Senator yield 

for an interruption? 
Mr. WHITE. I yield, if it will not take much time. 
Mr. HARRISON. It will take but 2 minutes. 
Mr. WHITE. Very well, I yield. 
Mr. HARRISON. Mr. President, in view of the fact that 

the House today appointed seven conferees on the part of 
the House on House bill 6635, it is felt that two additional 
Members of the Senate should be added to the list of the 
Senate conferees. I request that two additional conferees 
be named on the part of the Senate. 

Mr. LODGE. Mr. President, may I inquire what the mo­
tion is? 

Mr. HARRISON. The House has appointed seven con­
ferees on the social-security measure. The Senate ap­
pointed five conferees last night after the bill was passed. 
I merely ask that two additional members of the Committee 
on Finance be named as conferees on the part of the Senate 
on the social-security measure, as their names appear in 
order on the list of members of the committee. 

Mr. LODGE. Mr. President, may I ask the Senator 
whether the ranking minority member of the committee 
has been consulted in respect to this matter? 

Mr. HARRISON. I may say that the suggestion came to 
me from the House. The conferees were appointed accord­
ing to the cluota of membership on the committee as be­
tween the Republicans and the Democrats. With the two 
additional Members to be appointed there will be five Demo­
crats and two Republicans. 

Mr. BARKLEY. Mr. President, I understood that my 
name was one of the two added. 

The PRESIDING OFFICER. That is correct. 
Mr. BARKLEY. I appreciate that action, and in order of 

rank I suppose I would be eligible for appointment; but in 
view Of the numerous duties I have to perform, which make 
it difficult for me to attend all the conference meetings, I 
ask to be excused from appointment as one of the Senate 

RECORD-SENATE 

conferees, and suggest that the next ranking Member be 
appointed in my place. 

The PRESIDING OFFICER. Without objection, the 
Chair will name as conferee the Senator from Texas [Mr. 
CONNALLY] in place of the Senator from Kentucky [Mr. 
BARKLEY]. 

MW.McNARY. Mr. President, may we have the names 
of the conferees read? 

The PRESIDING OFFICER. The clerk will read the 
names of the two additional conferees on the part of the 
Senate. 

The Chief Clerk read the names of Mr. WALsH and Mr. 
CONNALLY. 

Mr. McNARY. Five conferees were appointed last eve­
ning. Who are they? 

Mr. HARRISON. Senators were appointed conferees in 
order of seniority on the commnittee. The Senator from 
Utah [Mr. KING], myself, the Senator from Georgia [Mr. 
GEORGE], the Senator from Wisconsin [Mr. LA FOLLETTE], 
and the Senator from Kansas [Mr. CAPPER]. We have 
learned since that action was taken-that the House has 
named seven conferees--and it was suggested at the other 
end of the Capitol that two more Senators should be added 
as members of the conference committee on the part of the 
Senate. They have been named as their names appear in 
order on the list of members of the comm-ittee. 

The PRESIDING OFFICER. The Chair appoints the Sen­
ator from Massachusetts [Mr. WALSH] and the Senator from 
Texas [Mr. CONNALLY] as additional conferees on the part 
of the Senate. 
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FUTER MESSAGE FROM THE SENATE 



1939 CONGRESSIONAL RECORD-HOUSE 9197 

The message also announced that the Senate had ordered 
Wr. WALSH and Mr. CONNALLY be appointed additional con­

ferees on the part of the Senate to the committee of confer­
ence on the disagreeing votes of the two Houses on the 
amendments of the Senate to the bill (H. R. 6635) entitled 
"An act to amend the Social Security Act, and for other 
Purposes." 



76TH CONGRESS HOUSE OF REPRESENTATIVES No.E1461 

SOCIAL SECURITY ACT AMENDMENTS OF 1939 

AUGUST 4, 1939.-Commritted to the Committee of the Whole House on the state 
of the Union and ordered to be printed 

Mr. DOUGHTON, from the committee of conference, submitted the. 
following 

CONFERENCE REPORT 

[To accompany H. R. 6635] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6635) 
to amend the Social Security Act, and for other purposes, having 
met, after full and free conference, have agreed to recommend and 
do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 1, 3, 4, 22, 
23, 57, 58, 69, 70, 103, 104, 117, 118, 153, 154, 166, 168, 169, 176, 177, 
and 182. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 
19, 20, 21, 24, 25, 26, 27, 28, 29, 30, 31, 32-,33, 34, 35, 36, 37, 38, 39, 41, 
42, 43, 44, 45, 46, 47, 48, 49, 50, 51, 52, 53, 54, 55, 56, 59, 60, 62, 63, 64, 
65, 66, 71, 72, 73, 74, 76, 77, 78, 80, 81, 84, 85, 86, 87, 88, 89, 90, 91, 
92, 94, 95, 96, 97, 98, 99, 100, 101, 102, 105, 106, 108, 109, 110, 111, 
112, 113, 114, 115, 116, 119, 120, 121, 122, 123, 124, 125, 126, 127, 128, 
129, 130, 131, 132, 133, 134, 135, 136, 137, 138, 139, 140, 141, 142, 143, 
144, 145, 146, 147, 148, 149, 150, 151, 152, 155, 156, 158, 159, 160, 161, 
162, 165, 167, 170, 171, 172, 173, 174, 175, 178, 179, and 181; and 
agree to the same. 

Amendinent numbered 2: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 2, and agree to the same with an amendment, as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: including after January 1, 1940, methods 
relatingto the establishment and mai'ntenanceof personnel standardson a 
merit basis, except that the, Board shall exercise no authority with respect to 
the selection, tenure of office, and compensationof any individualemployed 
in accordance with such methods; and the Senate agree to the same. 
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Amendment numbered 40: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 40, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: 

"(14) Service performed by an individualin (oras an officer or member 
of the crew of a vessel while it is engaged in) the catching, taking, har­
vesting, cultivating, or farming of any kind of fish, shellfish, crustacea, 
sponges, seaweeds, or other aquatic forms of animal and vegetable life 
(including service performed by any such individual as an ordinary 
incident to an~y such activity), except (A) service performed in connection 
with the catching or taking of salmon or halibut, for commercial pur­
poses, and (B) service performed on or in connection with a vessel of more 
than ten net tons (determined in the manner providedfor determining the 
register tonnage of merchant vessels under the laws of the U~nited States); 
or 

And the Senate agree to the same. 
Amendment numbered 61: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 61, and agreed to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: and wildlife; and the Senate agree to the 
same. 

Amendment numbered 67: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 67, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: including after January 1, 1940, methods 
relating to the establishmentand maintenance of personnel standardson a 
merit basis, except that the Board shall exercise no authority with respect 
to the selection, tenure of office, and compensation of any individual 
employed in accordance with such methods; and the Senate agree to the 
same. 

Amendment numbered 68: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 68, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: including after January 1, 1940, methods 
relating to the establishment and maintenance of personnel standards on 
a merit*basis, except that the Board shall ex'ercise no authority with 
respect to the selection, tenure of office, and compensation of any imdi­
vidial employed in accordance with such methods; and the Senate agree 
to the same. 

Amendment numbered 75: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 75, and agree to the same with an amendment, 
.as follows: 
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In lieu of the matter proposed to be inserted by the Senate amend­
mnent insert the following: including after January 1, 1940, methods 
relating to the establishmentand maintenance of personnel standardson a 
-merit basis, except that the Board shall exentise no authority 'with respect 
to the selection, tenure of office, and compensation of any individual 
employed in accordance with such methods; and the Senate agree to the 
same. 

Amendment numbered 79: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 79, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: including after January 1, 1940, methods 
relating to the establishment and maintenance of personnel standards on 
a merit basis, except that the Boardshall exercise no authority with respect 
to the selection, tenure of office, and compensation of any individual 
employed in accordance with such methods; and the Senate agree to the 
same. 

Amendment numbered 82: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 82, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: 

SEc. 508. (a) Section 531 (a) of such Act is amended by­
(1) Striking out "$1,938,000" and inserting in lieu thereof "1$3,500,­

000". 
(2) Striking out "$5,000" and inserting in lieu thereof "$15,000"1. 
(3) Insertingbefore the period at the end thereof a colon and the follow­

-ing: "Provided, That the amount of such sums apportioned to any State 
for any fiscal year shall be not less than $20,000". 

(b) Section 531 (b) of such Act is amended by strikingout "$102,000" 
and inserting in lieu thereof "$150,000,, 

And the Senate agree to the same. 

Amendment numbered 83: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 83, and agree to the same with an amendment as 
follows: 

On page 17, line 1, of the Senate engrossed amendments, strike out 
"$12,000,000" and insert $11,000,000; and the Senate agree to the 
same. 

Amendment numbered 93: 
That the House recede from its disagreement to the amendment of 

the Senate numbered 93, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: 

"(14) Service performed by an individualin (or as an officer or member 
of the crew of a vessel while it is engaged in) the catching, taking, harvest­
ing, cultivating, or farming of any kind of fish, shellfsh, crustacea, 
sponges, seaweeds, or other aquatic forms of animal and vegetable life 
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(including service performed by any such individual as an ordinaryj 
incident to any such activity), except (A) service performed in connection 
with the catching or taking of salmon or halibut,for commercial purposes, 
and (B) service performed on or in connection 'iitha vessel of more than 
ten net tons (determined in the manner provided for determining the 
registertonnage of merchant vessels under the laws of the United States); or 

And the Senate agree to the same. 
Amendment numbered 107:
 
That the House recede from its disagreement to the amendment of
 

the Senate numbered 107, and agree to the same with an amendment,
 
as follows:
 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: and wildlife; and the Senate agree to the
 
same.
 

Amendment numbered 157:
 
That. the House recede from its disagreement to the amendment of
 

the Senate numbered 157, and agree to the same with an amendment,
 
as follows:
 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: and wildlife; and the Senate agree to the
 
same.
 

Amendment numbered 163: 
That the Holise recede from its disagreement to the amendment 

of the Senate numbered 163, and agree to the same with an amend­
ment, as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: including after January 1, 1940, methods 
relating to the establishment and maintenance of personnel standards 
on a merit basis, except that the Board shall exercise no authority with 
respect to the selection, tenureof office, and compensation of any individual 
employed in accordance with such methods; and the Senate agree to 
the same. 

Amendment numbered 164: 
That the House recede from its disagreement to the amendment 

of the Senate numbered 164, and agree to the same with amendments 
as follows: 

On page 26, line 12, of the Senate engrossed amendments, strike 
out "old-age assistance" and insert aid to the blind; on page 96, line 3, 
of the House engrossed bill, strike out "clause (1) of"; in line 7, 
strike out "clause" and insert subsection;in line 21, strike out "clause 
(1) of"; and on page 97, lines 18 and 19, strike out ", increased by 
5 per centum"; and the Senate agree to the same. 

Amendment No. 180: 
That the House recede from its disagreement to the amendment 

of the Senate numbered 180, and agree to the same with an amend­
ment, as follows: 

In addition to the matter proposed to be inserted by the Senate 
amendment, on page 36, line 2, of the Senate engrossed amendments 
insert the following new sentence: 
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No interest shall be allowed or paid on the amount of any overpayment 
refunded or credited by reason of the provisions of this section. 

And the Senate agree to the 	same.
 
Rt. L. DOUGHTON,
 
TI-os. H. CULLEN,
 
JOHN W. MCCORMACK,
 
JERE COOPER,
 
ALLEN T. TREADWAY,
 
FRANK CROWTHER,
 
THOMAS A. JENKINS,
 

Managers on the part of the House. 
WILLIAM H-.KING,
 
WALTER F. GEORGE,
 
DAVID I. WALSH,
 
ROBERT M. LA FOLLETTE, JR.,
 
ARTHUR CAPPER, 

Managerson the part of the Senate. 



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 

The managers on the part of the H-ouse at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6635) to amend the Social Security Act, and for 
other purposes, submit the following statement in explanation of the 
effect of the action agreed upon by the conferees and recommended 
in the accompanying conference report: 

Amendment No. 1: This amendment provides that on and after 
January 1, 1941, a State plan for old-age assistance in order to be 
approved by the Social Security Board must provide for financial 
participation by the State in an amount not less than $10 each month 
with respect to each needy individual receiving old-age assistance for 
the month. There was no comparable provision in the House bill. 
The Senate recedes. 

Amendment No. 2: The House bill stated that the State plan for 
old-age assistance in order to be approved by the Board must pro­
vide 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 proper and efficient opera­
tion of the plan. The Senate amendment struck out the parenthetical
clause and inserted a new parenthetical clause which states that after 
January 1, 1940, such methods of administration shall include methods. 
relating to the establishment and maintenance of personnel standards 
on a merit basis. The House recedes with an amendment which re­
tains the Senate amendment but provides that the Social Security 
Board shall exercise no authority with respect to the selection, tenure 
of office, and compensation of any individual employed in accordance, 
with such methods. 

Amendment No. 3: The House bill provided, as in existing law, 
that the Federal Government would match on a 50-50 basis the 
amounts expended by the State as old-age assistance and increased 
the amount up to which the Federal Government will contribute 
one-half from $30 to $40. The Senate amendment retains the $40 
maximum of the House bill, and provides that the Federal Govern­
ment will contribute two-thirds of the expenditures for old-age assist­
ance under the plan up to a State-wide average of $15 per month for 
the needy individuals receiving such assistance, plus one-half of the 
excess over such amount up to the $40 maximum. This amendment 
also changed the amount to be contributed by the Federal Govern­
ment for administrative expenses from 5 percent of the Federal con­
tribution to an amount equal to one-half of the total of the sums ex­
pended during any quarter as are found necessary by the Board for 
the proper and efficient administration of the State plan. It also 
states that in the case of any State which shell reduce the amount 
paid in such State in 1939 to its needy individuals for old-age assist­
ance, such State shall not receive such increased amount but shall 

6 
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receive from -the Federal Government only one-half of the sums ex­
pended up to $40. The Senate recedes. 

Amendment No. 4: This is a technical amendment made necessary 
by amendment No. 3 changing the matching provisions, from a 50-50 
basis. The Senate recedes. 

Amendments Nos. 5, 6, 7, 5, and 10: These amendments make 
clerical changes; and the House recedes. 

Amendment No. 9: The House bill provided that the administra­
tive expenses of the Social Security Board and the Treasury Depart­
ment for the administration of title II and title VIII of the Social 
Security Act, and the Federal Insurance Contributions Act, should 
be estimated monthly by the chairman of the Board and the managing 
trustee of the Federal old-age and survivors trust fund. The manag­
ing trustee was directed to pay each month from the trust fund into 
the Treasury as miscellaneous receipts the amount so estimated. 
The Senate amendment provides that such amount shall be estimated 
quarterly and that such payments shall be covered into the Treasury 
as repayments to the account for reimbursement of expenses incurred 
mn connection with the administration of such titles II and VIII and 
such Federal Insurance Contributions Act. The amendment also 
provides that such repayments shall not be available for expenditure 
but shall be carried to the surplus fund of the Treasury. If the 
payments made by the trust fund to the Treasury for such cost of 
administration were covered into the Treasury as provided in the 
House bill, the receipts and expenditures would be overstated in the 
account of the Treasury by the amounts so deposited. Collections, 
when originally received, are classified in the Treasury accounts as 
"~social security taxes," and subsequently, under the House bill, a 
portion would be deposited as "miscellaneous receipts," thus over­
stating actual receipts. Also, when funds are expended from appro­
priations for such administration, such items would be shown as 
expenditures under "Social Security Board" and "departmental," 
and the reimbursements for such expenses from the trust fund would 
also be shown as expenditures, unless such items are deposited as 
repayments instead of miscellaneous receipts. The Senate amend­
ment cures this administrative problem. The House recedes. 

Amendment No. 11: The House bill provided for a small lump-sum 
death payment upon the death of a fully or currently insured individ­
ual, leaving no surviving widow, child, or parent, whio would, on filing 
application in the month in which such individual died, be entitled 
to a benefit for such month under subsection (b), (c), (d), (e), or (f) of 
section 202. The Senate amendment struck out the reference to 
subsection (b) since this subsection deals with a wife's insurance 
benefit, which would not be applicable after the death of the primary 
individual. The House recedes. 

Amendments Nos. 12 and 13: The House bill provided for the dis­
tribution of such luimp-sum death payments and included in such 
distribution persons who may be entitled under the law of the State 
to share as distributees with the parents of the deceased. These 
Senate amendments eliminate this provision of the House bill, and 
also provide that when more than one parent is entitled to a payment, 
each of them would share equally. The House recedes. 
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Amendments No. 14, 15, 16, 17, and 18: The House bill provided 
that any benefits payable on the basis of an individual's wages shall 
be reduced, so that the maximum for any benefit (if only one benefit 
for a month is payable with respect to the wages of an individual) 
or for the total of all benefits (if more than one benefit is payable for 
a month with respect to the wages of an individual) shall not exceed 
(1) $85, or (2) two times the primary insurance benefit of such indi­
vidual, or (3) 80 percent of the average monthly wage of such indi­
vidual, whichever is least. This takes the place of the provision 
now in the Social Security Act limiting the monthly rate of benefits 
to $85. The Senate amendments change this provision of the House 
bill so that the reduction in the amount of a benefit will be required 
only where the total of benefits payable with respect to an individual's 
wvages is more than $20, and provide that the total of benefits shall 
in such cases be reduced to (a) the least of the amounts referred to 
under (1), (2), and (3) above, or (b) $20, whichever is greater. They 
also strike out reference to reduction of a single benefit as super­
fluous. The House recedes. 

Amendment No. 19: The House bill provided that whenever a 
reduction or increase was required under subsection (a) or (bf) of 
section 203 and more than one benefit was payable for the month 
with respect to the wages of an individual, each of the benefits should 
be proportionately increased or decreased, as the case might be. The 
Senate amendment excepts the primary insurance beniefit from any 
reduction uinder section 203 (a) or (c). The House recedes. 

Amendments Nos. 20 and 21: These amendments are clarifying 
amendment-, providing that the ded'.ictions to be made from any pay­
ment or payments under title II shall be made in such amounts and 
at such time or times as the Board shall determine. The House 
recedes. 

Amendments Nos. 22 and 23: The House bill provided that deduc­
tions would be made from a child's insurance benefit if such child was 
under 18 and over 16 years of age and he failed to attend school regu­
larly. These Senate amendmentis were intended to make it clear that 
children serving as apprentices without pay shall be considered as 
attending- school and are placed in the same category as children 
attending school. Since the Social Security Board has ample authority 
to care for this situation by regulation, it is not necessary to incor­
porate these provisions into the law. The Senate recedes. 

Amendments Nos. 24 and 25: The House bill provided a penalty for 
failure to report the occurrence of an event specified in the bill which 
would cause a deduction in benefits. These Senate amendments 
require that such report be made by any individual who is in receipt 
of benefits subject to deduction, or is in receipt of such benefits on 
behalf of another individual. The House recedes. 

Amendments Nos. 26 and 27: Under the House bill as under existing 
law, employees who worked for more than one employer in a year and 
who have a total salary from such employers of more than $3,000 are 
taxable upon the first $3,000 of such salaries from each employer. 
These Senate amendments provide that no more than $3,000 total 
remuneration for any calendar year after 1939 is counted for benefit 
purposes. (See amendment No. 85 for special tax refund on such 
salaries in excess of $3,000.) The House recedes. 
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Amendments Nos. 28,31, 32, and 33: These are clerical amenidments 
changing paragraph numbers. The House recedes. 

Amendments Nos. 29 and 30: These amendments exclude from the 
definition of wages payments made by an employer under certain 
conditions on behalf of his employeus on account of death (including 
life insurance) where it is clear that the employee, while living, does 
not have certain rights and options. These slight changes from exist­
ing law are effective as to wages from employment after 1939. The 
House recedes. 

Amendment No. 34: This amendment makes a clarifying change. 
The House recedes. 

Amendment No. 35: Under present law services performed by an 
individual after he attains age 65 are not counted for benefits under 
title II nor are they taxed under the Federal Insurance Contributions 
Act. The House bill provided that such services performed after 
1939 would be counted as employment and taxed the wages for such 
services after such year. The Senate amendment provides that such 
services performed after 1938 by such an individual shall be counted 
as employment. (Amendment No. 173 taxes such wages and amend­
ment No. 175 deducts from any benefit under title II an amount 
equal to 1 percent of any wages paid to any such individual for services 
performed in 1939 if taxes on such wages were not paid.) The House 
recedes. 

Amendment No. 36: The House bill exempted from the definition 
of employment service performed in the employ of an agricultural or 
horticultural organization. The Senate amendment clairifies this 
exemption to make certain that these organizations are identical with 
agricultural and horticultural organizations exempt from income tax 
under section 101 (1) of the Internal Revenue Code. The House 
recedes. 

Amendments Nos. 37 and 38. These amendments miake a clarifying 
change to bring this provision into conformity with a similar pro­
vision contained in the Revenue Act of 1939. The House recedes. 

Amendment No. 39: This amendment makes a clerical change. 
The House recedes. 

Amendment No. 40: This amendment would exclude fishermen 
from coverage. It would also exclude officers and members of crews 
(even though not fishermen) of any vessel less than 400 tons, or of 
any sail vessel regardless of tonnage if the vessel is engaged in the 
specified fishing activities. There wa~s no comparable provision in 
the House bill. Th~ House recedes with an amendment which 
exempts from coverage service performed by an individual in (or as 
an officer or member of the crew of a vessel while it is engaged in) 
the catching, taking, harvesting, cultivating, or farming of any kind 
of fish, shellfish, crustacea, sponges, seaweeds, or other aquatic forms 
of animal and vegetable life (including service performed by any such 
individual as an ordinary incident to any such activity), except (a) 
service performed in connection with the catching or taking of salmon 
or halibut, for commercial purposes, and (b) service performed on or 
in connection with a vessel of more than 10 net tons (determined in 
the manner provided for determining the register tonnage of merchant 
vessels under the laws of the United States). 

Amendment No. 41: This amendment excludes service performed 
by an individual under the age of 18 in making street sales of news-

Hi. Rept. 1461, 76-1----2 
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papers, and in making house-to-house deliveries of newspa~pers and 
shoppin nes ncluding handbills and other similar types of adver­
tising material. It does not include the handling of newspapers and 
advertising material prior to the time they are turned over to tbe indi­
vidual who makes the sale, the house-to-house, or other final distri­
bution. There was no comparable provision in the House bill. 
The House recedes. 

Amendments Nos. 42 and 43: These amendments make a clarify­
ing change. The House recedes. 

Amendment No. 44. This amendment places a top limit of $250 
on the average monthly wage upon which computation of the primary 
insurance benefit may be based. It will be impossible to exceed this 
average from employment after 1939 due to Senate amendment 
No. 27; nevertheless, in an occasional case a person earning large 
amounts with several employers, prior to 1940 and retiring in the near 
future, might otherwise receive unjustifiably large benefits. There 
was no comparable provision in the House bill. The House recedes. 

Amendment No. 45: This amendment provides that the minimum 
primary insurance benefit shall be $10. There was no comparable 
provision in the House bill. The House recedes. 

Amendments Nos. 46, 47, 48, 49, 50, 51, and 52: The House bill 
set up an "average monthly wage" formula in terms of years. These 
Senate amendments set up such formula in terms of quarters. The 
House recedes. 

Amendment No. 53: This amendment is complementary to amend­
ment No. 35 and excludes from the divisor in determining the average 
monthly wage of an individual any quarter, after the quarter in which 
he attained age 65, occurring prior to 1939. The House recedes. 

Amendment No. 54: This amendment is complementary to amend­
ments Nos. 46 to 52. The House bill defined the term "fully insured 
individual" in terms of years and years of coverage. The House bill 
provided that in any case where an individual had at least 15 years 
of coverage he would always be a fully insured individual. The 
Senate amendment defined such term in quarters and quarters of 
coverage. It also provides that where an individual had at least 
40 quarters of coverage (10 years) he would always be a fully insured 
individual. The House recedes. 

Amendments Nos. 55 and 56: The House bill defined the term 
"wife" to mean a wife of an individual who was married to him prior 
to January 1, 1939, or, if later, prior to the date upon which he at­
tained the age of 60; and defined the term "widow" (cxcept when 
used in sec. 202 (g)) to mean the surviving dependent wife of an 
individual who was married to him prior to the beginning of the 
twelfth month before the month in which he died. These Senate 
amendments -eliminate the requirement as to the date of marriage 
in any case where the wife is the mother of a son or daughter of the 
insured individual. The House recedes. 

Amendments Nos. 57 and 58: The House bill defined agricultural 
labor to include all services performed on a farm, in the employ of any 
person, in connection with cultivating the soil, or in connection with 
raising or harvesting any agricultural or horticultural commodity. 
These Senate amendments struck out the words "connection with". 
The conference action restores such words; and the Senate recedes. 
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Amendments Nos. 59, 60, 62, 63, and 66: These amendments make 
clarifying changes to the definition of agricultural labor. The House 
recedes. 

Amendment No. 61: This amendment includes in the definition of 
agricultural labor service performed on a farm with respect to other 
wildlife in the same manner and to the same extent as service per­
formed with respect to furbearing animals. The House recedes with 
a clarifying amendment. 

Amendment No. 64: This amendment includes within the term 
"agricultural labor" service performed in the employ of the owner or 
tenant or other operator of a farm, in connection with the maintenance 
of the tools and equipment on such farm. It also includes service per­
formed in the employ of any such owner, tenant, or other operator in 
salvaging timber or clearing land of brush or other debris left by a 
hurricane. Both amendments are subject to the limitation contained 
in the bill that the major part of such service must be performed on a 
farm. The House recedes. 

Amendment No. 65: This amendment includes as agricultural labor, 
in addition to the services included in the House bill, service performed 
in connection with the operation or maintenance of ditches, canals, 
reservoirs, or waterways used exclusively for supplying and storing 
water for farming purposes. The House recedes. 

Amendment No. 67: This amendment is similar to amendment No. 
2. The Hlouse bill stated that the Board should make no certification 
for payment to any State under title III of the Social Security Act 
unless it found that the law of such State approved by the Board in­
cluded provision for such methods of administration (other tha~n those 
relating to se'lection, tenure of office, and compensation of personnel) 
as are found by the Board to be reasonably calculated to insure full 
payment of unemployment compensation when due. The Senate 
amendment struck out the parenthetical clause and inserted a new 
parenthetical clause which provides that after July 1, 1941, such 
methods of administration shall include methods relating to the estab­
lishment and maintenance of personnel standards on a merit basis. 
The House recedes with an amendment which retains the Senate 
amendment but changes the date therein from July 1, 1941, to Janu­
ary 1, 1940, and provides that the Social Security Board shall 
exercise no authority with respect to the selection, tenure of office, 
and compensation of any individual employed in accordance with 
such methods. 

Amendment No. 68: This amendment provides for the establish­
menit and maintenance of personnel standards on a merit basis similar 
to amendments Nos. 2 and 67. The House recedes with an amend­
ment which retains the Senate amendment but provides that the 
Social Security Board shall exercise no authority with respect to the 
selection, tenure of office, and compensation of any individual em­
ployed in accordance with such methods. 

Amendment No. 69: The House bill increased from one-third to 
one-half the Federal share of the gums expended in a State for aid to 
dependent children. The House bill retained the provisions of exist­
ing law with respect to the amounts above which the Federal Govern­
menit would not contribute, namely, $18 a month for the first de­
.pendent child and $12 a month with respect to each of the other 
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dependent children. The Senate amendment retained the increase of 
the share of the Federal contribution from one-third to one-half and 
changed the existing law by eliminating the present maxima and 
providing that the Federal share would be based on an average of $18 
multiplied by the total number of dependent children receiving aid 
for the month. The Senate recedes. 

Amendment No. 70: The House bill amended the definition of the 
term "dependent child" to include children between the ages of 16 
a~nd 18 if found by the State agency to be regularly attending school. 
Present law includes only children under the age of 16. The Senate 
amendmenit includes nonremiunerated apprentices in the same class as 
children regulary attending school with respect to the liberalization 
of the age limitation. The Senate recedes. 

Amendmnent No. 71: This amendment makes a clerical change. 
The House recedes. 

Amendment No. 72: This amendment increases the authorization of 
appropriations for grants to States for maternal and child health 
services for each fisc-al year from $3,800,000 to $5,820,000. There 
was no comparable provision in the House bill. The H-ouse recedes. 

Amendment No. 73: This amendment increases the amount au thor­
ized to be allotted to the various States in the proportion that live 
births bear to the total number of live births in the United States, 
from $1,800,000 to $2,800,000. The amendment also increases the 
amount authorized to be allotted according to the financial need of 
each State for assistance in carrying out its State plan from $980,000 
to $1,980,000. The House recedes. 

Amendment No. 74: This amendment makes a clerical change; 
and the House recedes. 

Amendment No. 75: This amendment provides for the establish­
ment and matintenan1ce of personnel standards on a merit basis similar 
to amendments Nos. 2, 67, and 68. The House recedes with an 
amendment which retains the Senate amendment but provides that 
the Social Security Board shall exercise no authority with respect to 
the selection, tenure of office, and compensation of any individual 
employed in accordance with such methods. 

Amendment No. 76: This amendment increases the authorization 
of appropriations for grants to States for services to crippled children 
for each fiscal year from $2,85~0,090 to $3,870,000. There was no 
comparable provision in the House bill. The House recedes. 

Amendment No. 77: This amendment amends section 512 of the 
Social Security Act by designating the existing lawv as subsection (a) 
and inserting therein Whe amount ($1,830,000) to be allotted thereunder 
in addition to the flat allotments of $20,000 for each State (including 
Puerto Rico). The additional amount is allotted to the States on the 
basis of the need of each State taking into consideration the number 
of crippled children in each State in need of services for crippled chil­
dren and the cost of furnishing such services. These sumns are to be 
allotted on a watching basis. The additional appropriation of 
$1,000,000 is to be allotted under a new subsection (b) a~ccording to 
the financial need of each State for assistance in carrying out its State 
p~lan. The States are not required to match allotments from this 
latter appropriation. The House recedes. 

Amendment No. 78: This amendment makes a clerical change; and 
the House recedes. 
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Amendment No. 79: This amendment provides for the establish­
mnent and maintenance of personnel standards on a merit basis similar 
to amendments Nos. 2, 67, 68, and. 75. The House recedes with an 
amendment which retains the Senate amendment but provides that 
the Social Security Board shall exercise no authority with respect to 
the selection, tenure of office, and compensation of any individual 
employed in accordance with such methods. 

Amendment No. 80: This amendment makes a clarifying change 
in section 514 (a) of the Social Security Act. It also adds a new sub­
section (c) to such section 514 to provide the method of paying the 
additional amount to be allotted under amendment No. 77. The 
amendment also increases t~he authorization for child welfare services 
from $1,500,000 to $1,510,000 so that Puerto Rico may share equally 
with the States. There, was no comparable provision in the House 
bill. The House recedes. 

Amendments Nos. 81 and 82: Tie House hill increased the authori­
zation for -vocational rehabilitation from $1,938,000 to $2,938,000. 
The Senate amendment strikes out this provision inthe House bill and 

;netda provi sion increasing such authorization to $4,000,000. The 
amendment also provides that the minimum allotment for any State 
shall be $30,000 instead of $1.0,000 as provided in existing law, and 
provides an annual flat allotment to Hawaii and Puerto Rico of 
$15,000. The amendment also increases the authorization of appro­
priations for administrative expenses for vocational rehabilitation 
from $102,000 to $150,000. The House recedes with an amendment 
which increases the authorization for vocational rehabilitation to 
$3,500,000 instead of $4,000,000; places Puerto Rico in the same 
status as a State (see also amendment No. 1.66); and increases, the 
minimum allotment for any State from $10,000 to $20,000 instead of 
$30,000. 

Amendment No. 83: This amendment increases the authorization 
of appropriations for each fiscal year for grants to States and other 
political subdivisions for public-health work from $8,000,000 to 
$12,000,000. There was no comparable provision in the House bill. 
The House recedes with an amendment increasing such authorization 
to $11,000,000 instead of $12,000,000. 

Amendment No. 84: This amendment makes a clerical change; 
and the House recedes. 

Amendment No. 85: Under existing law, remuneration received 
by an employee with respect to employment during any calendar year 
is taxable up to and including $3,000 received by the employee from 
each employer he may have during the year. Hence, an employee 
who has more than one employer may be required to pay the old-age 
insurance employees' tax on aggregate wages in excess of $3,000. 
Trhe Senate amendment permits the employee to obtain a refund, 
without interest, of the tax paid on the aggregate in excess of $3,000 
earned after December 31, 1939, provided a timely claim is filed. 
This amendment is complementary to amendment No. 27. There 
was -no comparable provision in the I-ouse bill. The House recedes. 

Amendments Nos. 86 and 87: These amendments exclude from the 
definition of wages paymnents made by an employer under certain 
conditions on behalf of his employees on account of death (including 
life insurance) where it is clear that the employee, while living, does 
not have certain rights and options. The House recedes. 
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Amendment No. 88: This amendment makes a clerical change; and 
the House recedes. 

Amendment No. 89: The House bill exempted from the definition 
of employment service performed in the employ of an agricultural 
or horticultural organization. The Senate amendment clarifies this 
exemption to make certain that these organizations are identical 
with agricultural and horticultural organizations exempt from income 
tax uinder section 101 (1) of the Internal Revenue Code. The House 
recedes. 

Amendments Nos. 90 and 91: These amendments make a clari­
fying change to bring this provision into conformity with a similar 
provision contained in the Revenue Act of 1939. The House recedes. 

Amendment No. 92: This amendment makes a clerical change; 
and the House recedes. 

Amendment No. 93: This amendment would exclude fishermen 
from coverage. It would also exclude officers and members of crews 
(even though not fishermen) of any vessel less than 400 tons, or of 
any sail vessel regardless of tonnage if the vessel is engaged in the 
specified fishing activities. There was no comparable provision in 
the House bill. Tbe House recedes with an amendment which 
exempts from coverage service performed by an individual in (or as 
an officer or member of the crew of a vessel while it is engaged in) 
the catchiing, taking, harvesting, cultivating, or farming of any kind 
of fish, shellfish, crustacea, sponges, seaweeds, or other aquatic forms 
of animal and vegetable life (including service performed by any 
such individual as an ordinary incident to any such activity), except 
(a) service performed in connection with the catching or taking of 
salmon or halibut, for commercial purposes, and (b) service performed 
on or in connection with a vessel of more than 10 ntet tons (determined 
in the manner provided for determining the register tonnage of 
merchant vessels under the laws of the United States). 

Amtendment No. 94: This amendment excludes service performed 
by an individual under the age of 15 in making street sales of news­
papers, and in making house-to-house deliveries of newspapers and 
shopping news, including handbills and other similar types of adver­
tising material. It does not include the handling of newspapers and 
advertising material prior to the time they are turned over to the 
individual who makes the sale, the house-to-house, or other final 
distribution. There was no comparable provision in the House bill. 
The House recedes. 

Amendments Nos. 95 and 96: These amendments make a clarify­
ing change; and the House recedes. 

Amendments Nos. 97 and 98: The House bill extended coverag-e to 
certain salesmen who, are not employees. The Senate amendment 
strikes out this extension of coverage and also strikes out the new 
definition of employer as such definition was rendered unnecessary 
if the extension of coverage to such salesmen is not retained in the 
bill. It is believed inexpedient to change the existingC law which 
limits coverage to employees. The House recedes. 

Amrendmren~ts Nos. 99, 100, 101, and 102: These amendments make 
clerical changes; and tbe House recedes. 

Amendments Nos. 103 and 104: The House bill defined agricultural 
labor to include all services performed on a farm, in the employ of any 
person, in connection with cultivating the soil, or in connection with 
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raising or harvesting any agricultural or horticultural commodity. 
These Senate amendments struck out the words "connection with". 
The conference action restores such words; and the Senate recedes. 

Amendments Nos. 105, 106, 108, 109, and 112: These amendments 
make clarifying changes to the definition of agricultural labor. The 
House recedes. 

Amendment No. 107: This amendment includes in the definition of 
agricultural labor service performed on a farm with respect to other 
wildlife in the same manner and to the same extent as service per­
formed with respect to fur-bearing animals. The House recedes with 
a clarifying amendment. 

Amendment No. 110: This amendment includes within the term 
"agricultural labor" service performed in the employ of the owner or 
tenant or other operator of a farm, in connection with the maintenance 
of the tools and equipment on such farm. It also includes service 
performed in the employ of any such owner, tenant, or other operator 
in salvaging timber or clearing land of brush or other debris left by a 
hurricane. Both amendments are subject to the limitation contained 
in the bill that the major part of such service must be performed on a 
farm. The House recedes. 

Amendment No. 111: This amendment includes as agricultural 
labor, in addition to the services included in the House bill, service 
performed in connection with the operation or maintenance of ditches, 
canals, reservoirs, or waterways used exclusively for supplying and 
storing water for farming purposes. The House recedes. 

Amendments Nos. 113 and 114: Under the House bill, the additional 
credit allowance was based upon the amount, if any, by which contri­
butions required to be paid by a taxpayer with respect to the taxable 
year were less than the contributions such taxpayer would have been 
required to pay if throughout the taxable year he had been subject 
under such State law to a rate of 2.7 percent. These Senate amend­
ments were made necessary by reason of amendment No. 126 which 
eliminates the new section 1602 (b) of the Code contained in the 
House bill. These amendments base the additional credit allowance 
on the difference between the amount of contributions the taxpayer 
was required to pay under the State law and the amount he would 
have paid if throughout the taxable year he had been subject to the 
highest rate applied under the State law in the taxable year to any 
employer, or to a rate of 2.7 percent, whichever rate is lower. The 
House recedes. 

Amendment No. 115: The House bill amended section 1602 (a) of 
the Internal Revenue Code by adding a new standard with respect 
to allowance of additional credit, which required that, irrespective of 
the type of fund maintained under the State law, such law must con­
tain provisions whereby variations in rates of contributions as between 
different employers will be so computed as to yield, with respect to 
each year, a total amount of contributions substantially equivalent to 
2.7 percent of the total of pay rolls of employers subject to the contri­
bution requirements of the State law. The Senate amendment deletes 
this new standard. The House recedes. 

Amendments Nos. 116, 119, 120, 121, 122, 123, 124, and 125: 
These amendments make clerical changes; and the House recedes. 

Amendments Nos. 117 and 118: Under the House bill, States which 
have pooled fund unemployment compensation laws would have been 
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allowed to vary rates Of contributions and allow reduced rates of 
contributions on the basis of 3 years of experience by an employer 
with respect to unemployment or other factors bearing a direct rela­
tion to unemployment risk. The Senate amendments change the 
3 years to 2 years and further provide that such reduction under 
pooled fund laws will be allowed only after compensation has been 
payable under the State law with respect to such employer for the 2 
consecutive years immediately preceding the computation date. The 
Senate recedes. 

Amendment No. 126: The House bill added a new subsection (b) 
to section 1602 of the Internal Revenue Code. Under this subsection 
a State would have been permitted to adopt either of two alternative 
courses of action if its law met the standards set forth in paragraphs 
(1) and (2) of the new subsection: (1) It might reduce all employers' 
rates uniformly; or (2) it might vary individual employers' rates of 
contributions under experience rating provisions which complied with 
the applicable standards in paragraph (2), (3), or (4) of subsection 
(a) of such section 1602, but without so calculating the respective 
rates as to secure an annual yield of an amount substantially equiva­
lent to 2.7 percent of the State pay roll. The Senate amendment 
deletes this new subsection. The House recedes. 

Amendments Nos. 127, 128, 129, 130, 131, 132, 133, 134, 135, and 
136: These amendments make clerical changes; and the House 
recedes. 

Amendments Nos. 137 and 138: Under the House bill the term 
balance was defined to make clear that the amount of the reserve 
required to be accumulated by employers with respect to whom a 
reserve account or a guaranteed employment account is maintained, 
is to be made up of payments by such employers and may not be 
made up of employee contributions or funds from other sources. The 
exception contained in this definition, which permits the inclusion 
within a "balance" of payments other than payments by employers 
if made to a reserve account or guaranteed employment account prior 
to Januiary 2, 1939, is designed to relieve the States of complicated 
computations where payments, other than payments by employers, 
had been paid to such accounts during the early months of the State's 
experience. These Senate amendments advance the date 1 year be­
yond that prescribed in the House bill. The House recedes. 

Admendinent No. 139: Subsection (b) of section 610 of the House 
bill, which is deleted by this amendment, has been rendered unneces­
sary because of Senate amendment No. 115 which deleted from the 
House bill the average 2.7 percent contribution rate requirement. The 
House recedes. 

Amendment No. 140: The House bill conferred on State legisla­
tures the authority to require instrumentalities of the United States, 
except those wholly owned by the United States or exempt from the 
taxes imposed by section 1410 or 1600 of the Internal Revenue 
Code, to comply with State unemployment compensation laws. 
The Senate amendment strikes out the reference to the old-age tax 
imposed by section 1410 since only the unemployment -tax imposed 
by section 1600 is involved. The House recedes. 

Amendment No. 141: This is a clarifying amendment to make 
clear that in determining whether a person employs 8 or more em­
ployees, only those employees employed in employment (as defined 
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in sec. 1607 (c) of the Internal Revenue Code) are to be counted. 
The House recedes. 

Amendments Nos. 142 and 143: These amendments exclude from 
the definition of wages payments made by an employer under certain 
*conditions on behalf of his employees on account of death (including 
life insurance) where it is clear that the employee, while living, does 
not have certain rights and options. The House recedes. 

Amendment No. 144: The House bill exempted from the definition 
-ofemployment service performed in the employ of an agricultural or 
horticultural organization. The Senate amendment clarifies this 
exemption to make certain that these organizations are identical 
with agricultural and horticultural organizations exempt from income 
tax under section 101 (1) of the Internal Revenue Code. The House 
recedes. 

Amendments Nos. 145 and 146: These amendments make a clarify­
ing change to bring this provision into conformity with a similar pro­
vision contained in the Revenue Act of 1939. The House recedes. 

Amendments Nos. 147 and 148: These amendments make clerical 
dihanges; and the House recedes. 

Amendment No. 149: This amendment eliminates from the Federal 
Unemployment Tax Act insurance agents and solicitors if the remun­
eration for which they perform their services is on a commission basis 
solely. There was no comparable provision in the House bill. The 
House recedes. 

Amendment No. 150: This amendment excludes service performed 
by an individual under the age of 18 in making street sales of news­
papers, and in making house-to-house deliveries of newspapers and 
shopping news, including handbills and other .similar types of adver­
tising material. It does not include the handling of newspapers and 
advertising material prior to the time they are turned over to the 
individual who makes tbe sale, the house-to-house, or other final 
distribution. There was no comparable provision in the House bill. 
The House recedes. 

Amendments Nos. 151 and 152: These amendments make a clarify­
ing change; and the House recedes. 

Amendments Nos. 153 and 154: The House bill defined agricultural 
labor to include all services performed on a farm, in the employ of 
any person, in connection with cultivating the soil, or in connection 
with raising or harvesting any agricultural or horticultural commodity. 
These Senate amendments struck out the words "connection with". 
The conference action restores such words; and the Senate recedes. 

Amendments Nos. 155, 156, 158, 159, and 162: These amendments 
make clarifying changes to the definition of agricultural labor. The 
House recedes. 

Amendment No. 157: This amendment includes in the definition 
of agricultural labor service performed on a farm with respect to other 
wildlife in the same manner and to the same extent as service per­
formed with respect to fur-bearing animals. The House recedes with 
a clarifying amendment. 

Amendment No. 160: This amendment includes within the term 
"agricultural labor" service performed in the employ of the owner or 
tenant or other operator of a farm, in connection with the maintenance 
of the tools and equipment on such farm. It also includes service per­
formed in the employ of any such owner, tenant, or other operator in 
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salvaging timber or clearing land of brush or other debris left by a. 
hurricane. Both amendments are -subject to the limitation contained 
in the bill that the major part of such service must be performed on 
a farm. The House recedes. 

Amendment No. 161: This amendment includes as agricultural labor, 
in addition to the services included in the House bill, service performed 
in connection with the operation or maintenance of ditches, canals, 
reservoirs, or waterways used exclusively for supplying and storing 
water for farming purposes. The House recedes. 

Amendment No. 163: This amendment provides for the establish­
ment and maintenance of personnel standards on a merit basis similar 
to amendments Nos. 2, 67, 68, 75, and 79. The House recedes with 
an amendment which retains the Senate amendment but provides.
that the Social Security Board shall exercise no authority with respect 
to the selection, tenure of office, and compensation of any individual 
employed in accordance with such methods. 

Amendment No. 164: The House bill provided as in existing law 
that the amount to be contributed by the Federal Government for 
administrative expenses for aid to the blind would be an amount 
equal to 5 percent of the Federal contribution to the State for aid 
to the blind. The Senate amendment changes this provision to one-
half of the total of the sumis expended during any quarter as are found 
necessary by the Board for the proper and efficient administration of 
the State plan. The House recedes with conforming amendments. 

Amendment No. 165: This amendment makes a clerical change; 
and the House recedes. 

Amendment No. 166: The House bill included Puerto Rico on 
the same basis as a State for the purposes of titles V and VT of the 
Social Security Act. The Senate amendment (which is complement­
ary to amendment No. 82 giving Puerto Rico $15,000 annually for 
vocational rehabilitation) provides that Puerto Rico shall not be 
included as a State for purposes of vocational rehabilitation grants. 
The Senate recedes. The conference action on this amendment and 
amendment No. 82 has the effect of including Puerto Rico as a State 
for purposes of vocational rehabilitation grants thereby allowing it 
to receive the minimum allotment of $20,000 for each fiscal year and 
to share in the remainder of the appropriation on an equal basis with 
the States. 

Amendment No. 167: This amendment is complementary to amend­
ments Nos. 97 and 98. Under section 606 of the House bill certain 
salesmen were included as employees for purposes of the old-age 
insurance tax, and by section 801 were included as employees for the 
purpose of receiving benefits under title IIL Senate amendments 
Nos. 97 and 98 struck out such extension of coverage for purposes of 
the tax and this amendment strikes out such extension for purposes
of the benefits under title II. It is believed inexpedient to change the 
existing law which liniit~s coverage to employees. The House recedes. 

Amendment No. 168: This amendment, which is complemcntary to 
amendment No. 169, makes a clerical change; and the Senate recedes. 

Amendment No. 169: This amendment prohibits the Social Security 
Board from disapproving any State plan under title I, IV, or X of the 
Social Security Act on the ground that such plan does not apply to 
or include certain Indians as defined. There was no comparable 
provision in the House bill. The Senate recedes. 
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Amendment No. 170: This is a technical amendment made necessary 
because the new section 906 (amendment No. 174) affects the Railroad 
Unemployment Insurance Act and is therefore in conflict with the 
language contained in section 901 unless this amendment is inserted. 
The House recedes. 

Amendment No. 171: This is a technical amendment to set at rest 
certain conflicting district court decisions, and provides that the 
collection of the full 3-percent Federal tax (without allowance of the 
90-percent credit) from a bankrupt estate, which failed to qualify for 
credit, is not prohibited by section 57j of the Bankruptcy Act, as 
amended, which section provides that debts owing to the United States 
as a penalty or forfeiture shall not be allowed. There was no com­
paraible provision in the House bill. The House recedes. 

Amendment No. 172: This amendment merely conform-, the refer­
ence in section 1428 of the Internal Revenue Code to the revision of 
the numbers of tbhe-paragraphs in section 1426 (b) of such Code. The 
House recedes. 

Amendment No. 173: This amendment is complementary to amend­
ment No. 35 and imposes the old-age insurance tax on wages paid 
after December 31, 1938, with respect to employment after such date, 
to employees who have attained the age of 65. It provides that the 
liability of the employer for the employees' tax with respect to service 
performed prior to the enactment of this act is limited to the amount 
of remuneration of such employee in the control of the employer at 
any time on or after 90 days after the enactmen~t of this act. There 
was no comparable provision in the House bill. The House recedes. 

Amendment No. 174: This amendment extends the time within 
which certain States may effect the transfer of certain funds from 
the State's account in the unemployment trust fund to the railroad 
unemployment insurance account in the unemployment trust fund. 
This postponement will not deprive the railroad unemployment in­
surance account of any moneys to which it is entitled under the present 
provisions of the Railroad Unemployment Insurance Act. There wa's 
no comparable provision in the House bill. The House recedes. 

Amendment No. 175: This amendment is complementary to amend­
ments Nos. 35 and 173. It provides that where the employees' tax 
with respect to the year 193 9 has not been deducted from the employee 
over 65 and where the employer has not paid the employee's tax for 
such employee's employment in 1939, deduction of an amount equal 
to the employee's tax, without interest, would be made from his 
monthly' benefis or other benefits payable with respect to his wages. 
There was no comparable provision in the House bill. The House 
recedes. 

Amendment No. 176: This amendment authorizes the establish­
ment of an advisory council on unemployment insurance to study 
certain specified matters concerning unemployment insurance and 
make a report thereon. There was no comparable provision in the 
House bill. The Senate recedes. 

Amendment No. 177: This amendment authorizes the establish­
ment of an advisory council on disability insurance to make a study 
of disability insurance and report thereon. There was no comparable 
provision in the House bill. The Senate recedes. 

Amendment No. 178: This is a clarifying amendment to make cer­
tain that the administration of the functions of the Social Security 
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Board, which was transferred to the Federal Security Agency under 
reorganization plan No. 1 transmitted to Congress on April 25, 1939, 
will be administered in the same manner as the other agencies trans­
ferred to the Federal Security Agency. The House recedes. 

Amendment No. 179: This amendment extends coverage to indi­
viduals employed by certain Federal savings and loan associations 
affiliated with the Federal Home Loan Banks, who would otherwise 
be excluded from the old-age insurance benefits, the Federal Insurance 
Contributions Act, and the Federal Unemployment Tax Act, since 
under the Home Owners' Loan Act they are exempt from taxes imposed 
by the United States. There was no comparable provision in the 
House bill. The House recedes. 

Amendment No. 180: This amendment relates to section 213 (f) of 
the Revenue Act of 1939, which deals with the assumption of liability 
in certain tax-free exchanges. There is no comparable provision in 
the House bill.' Section 213 (f) of the Revenue Act of 1939 retro­
actively amended the Revenue Acts of 1924 through 1938 to provide 
that the assumpt~ion of a liability or the acquisition of property sub­
ject to a liability in certain tax-free exchanges should not result in 
gain to be taxed at the time of the exchange, except in cases where 
by a previous decision of a court or of the Board of Tax Appeals, or 
under a closing agreement, gain was recognized to the transferor of 
property in the tax-free exchange by reason of such an assumption or 
acquisition by the transferee. The Senate amendment removes from 
that exception a case in which gain was recognized to a corporate 
transferor by a court or board decision, the basis to the transferee of 
the property acquired by it in the exchange was fixed at cost under 
the applicable revenue act, and the corporate taxpayer liquidated 
immediately subsequent to the exchange. As the period of limitations 
many have expired with respect to the filing of a refund claim in such a 
case, the amendment provides 1 year from the date of enactment of 
the Revenue Act of 1939 within which to file a refund claim. The 
H~ouse recedes with an amendment which provides that no interest 
~'Aall be allowed or paid on the amount of any overpayment refunded 

or credited by reason of the provisions of this section. 
Amendment No. 181: This amendment extends the time to Decem­

ber 31, 1939, for the filing of claims for refunds under subsection (d) 
of section 602 of the Revenue Act of 1936, as amended. There was 
no comparable provision in the House bill. The House recedes. 

Amendment No. 182: This amendment provides that after 1940 
the provisions of the Social Security Act shall not be applicable to 
foreign-born aliens. It also provides for refunds of any taxes they 
may have paid under such act, and that any employer using 'a-lien 
labor shall pay a special privilege tax equivalent to that collected 
from American citizens. Subsection (b) of the amendment prohibits 
the payment of any old-age insurance benefit to any individual while 
such individual is not a resident of the United States or its possessions 
unless such individual resides within 50 miles of the United States. 
There was no comparable provision in the House bill. The Senate 
recedes. 

The managers on the part of the House desire to state that the 
changes made by this bill with respect to agricultural labor do not 
take effect until January 1, 1940, and therefore have no effect whatso­
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ever on any litigation now in the courts with respect to what con­
stitutes agricultural labor under present law. 

The managers on the part of the 1-ouse also desire to state that there 
are two very important proposals to which the conferces gave a great 
deal of attention. These are the so-called Connally amendment, 
providing for greater Federal matching in the case of old-age assist­
ance, and the Massachusetts plan which would enable the States to 
make a State-wide reduction in unemployment compensation con­
tribution rates under certain conditions. The conferees believe that 
a comprehensive study of the subject matter covered by these two 
proposals should be undertaken which will enable the Congress to 
deal more intelligently with the problems involved than is possible 
at the present time. 

R. L. DOUGHTON,
 
THos. H. CU-LLEN,
 
JOHN W. MCCORMACK,
 
JERE COOPER,
 
ALLEN T. TREADWAY,
 
FRANK CROWTHER, 
THOMAS A. JENxiNs, 

Managers on the part of the House. 
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1939 CONGRESSIONAL RECORD-HOUSE Ag~t~ 

A~aNDMxN TO SMA~L SECUUMT ACT 
Mr. DOUGHroN. Mr. Speaker, I present a conference 

report and statement on the bill H. R. 6635. an act to amend 
the Social Security Act, and for other purposes. 

The conference report and statement follow: 

The committee of conference on the disagreeing votes or the 
two Houses on the amendments of the Senate to the NiU (IL H. 
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6635) to amend the Social Security Act, and for other purposesl. 
having met, after full and free conference, have agreed to recoin.-
mend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 1. S, 4. 
22. 23. 57, 88. 69, 70, 103. 104. 117. 118. 153, 154. 166. 168, 169. 176, 
177. and 182. 

That the House recede from Its disagreement to the amendments 
Of the Senate numbered 5, 6. 7. 8, 9. 10. 11. 12. 13. 14, 18, 16. 17. 18, 
19. 20. 21, 24, 25. 26. 27. 28. 29, 30. 31. 32, 33. 34. 35. 36, 37. 38, 
39. 41. 42. 43, 44, 45. 46. 47. 48, 49. 80. 51, 52, 53. 54, 55. 56, 59. 
60. 62, 63, 64. 65. 66. 71. 72. 73. 74. 76. 77, 78. 80. 81. 84. 85, 86. 
87. 88, 89. 90. 91. 92. 94, 95. 96. 97. 98. 99. 100. 101, 102, 105. 106, 
108. 109. 110. 111. 112. 113. 114. 115. 116. 119. 120. 121. 122., 123, 
124. 125, 126. 127. 128. 129. 130. 131, 132. 133. 134. 135. 136. 137, 
138. 139. 140. 141. 142. 143, 144. 145. 146. 147. 148. 149, 150. 151, 
152. 155. 156. 158. 159. 160. 161. 162, 165. 167. 170. 171. 172. 173. 
174. 175. 178. 179, and 181; and agree to the same. 

Amendment numbered 2: That the House recede from Its dis-. 
agreement to the amendment of the .3enate numbered 2, and agree 
to the same with an amendment, as follows: In lieu of the matter 
proposed to be Inserted by the Senate amendment insert the fol-
lowing: "~Including after January 1, 1940. methods relating to the 
establishment and maintenance of personnel standards on a merit 
basis, except that the Board shall exercise no authority with respect 
to the selection, tenure of office, and compensation of any Indi-
vidual employed In accordance with such methods"; and the Senate 
agree to the same, 

Amendment numbered 40: That the House recede from its 
disagreement to the amendment of the Senate numbered 40. and 
agree to the same with an amendment, as follows: In lieu of 
the matter proposed to be inserted by the Senate amendment 
Insert the following:

"(14) Service performed by an individual In (or asa officer 
or member of the crew of a vessel while it is engaged In) the 
catching, taking, harvesting, cultivating, or farming Of any kind 
of fish, shellfish. crustacea, sponges, seaweeds, or other aquatic 
forms of animal and vegetable life (including service performed 
by any such Individual as an ordinary Incident to any such 
activity), except (A) service performed in connection with the 
catching or taking of salmon or halibut, for commercial PUr-
poses, and (B) service performed on or in connection with a 
vessel of more than ten net tons (determined in the manner 
provided for determining the register tonnage of merchant vessels 
under the laws of the United States); or". 

And the Senate agree to the same, 
Amendment numbered 81: That the House recede from It 

disagreement to the amendment of the Senate numbered 61, and 
agreed to the same with an amendment, as follows: In lieu of 
the matter proposed to be inserted by the Senate amendment 
insert the following: "and wildlife"; and the Senate agree to the 
same. 

Amendment numbered 67: That the House recede from its dis*-
agreement to the amendment of the Senate numbered 67. and 
agree to the same with an amendment, as follows: In lieu of 
the matter proposed to be inserted by the Senate amendment 
insert the following: "Ilncluding after January 1, 1940, methods 
relating to the establlshment and maintenance of personnel 
standards on a merit basis, except that the Board shall exercise 
no authority with respect to the selection, tenure of office, and 
compensation of any Individual employed In accordance with 
such methods"; and the Senate agree to the same. 

Amendment numbered 68: That the House recede from Its di-
agreement to the amendment of the Senate numbered 68, and 
agree to the same with an amendment, as follows: In lieu of the 
matter proposed to be Inserted by the Senate amendment Insert 
the following: "'including alter January 1, 1940. methods relating 
to the establishment and maintenance of personnel standards on 
a merit basis. except that the Board shall exercise no authority 
with respect to the. selection., tenure of office, and compensation of 
any individual employed in accordance with such methods".; and 
the Senate agree to the same. 

Amendment numbered 75: That the House recede from Its dis-
agreement to the Amendment of the Senate numbered 75, and agree 
to the same with an amendment, as follows: In lieu of the matter 
propos.ed to be inserted by the Senate amendment Insert the fol-
lowing: "'InO.!ding after January 1. 1940, methods relating to the 
establishment and maintenance of personnel standards on a meritR 
basis, except that the Board shall exercise no authority with re-
spect to the selection, tenure of office, and compensation of any 
individual employed in accordance with such methods"; and the 
Senate agree to the same. 
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agreement to the amendment of the Senate numbered 79. and 

Amendment numbered 79: That the House recede fro Its dis 
P'SAIK CROWTHM,
 

to the same with an amendment, as follows: In lieu of the5 THOMAN A. JmsNj~r.
agree 
matter proposed to be Inserted by the Senate amendment Insert Moawagera on the part of the HOUiS& 
the following: "~including alter January 1. 1940, methods relating W31IAm P. OKosa 

OM6to the establishment and maintenance of personnel standards onWAT&P 
a merit basis, except that the Board shall exercise no authority 
with respect to the selection, tenure of office, and compensation of 
any individual employed In accordance with such methods'.an 
the Senate agree to the am.Managers

Amendment numbered 82: 7That the House recedePfrom Kts di... 
agreement to the amendment of the Senate numbered 82. and 
agree to the same with an amendment, as follows: in lieu of the 
matter proposed to be Inserted by the Senate ameandmnent insert 
the following; 
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'Smc. 808. (a) Section 831 (a) 
"(1) Striking out 'p1.938,000' 

800 000'. 
"(2) Striking out '$5.000' 

'*15,000',. 
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of such Act Is amended by-

and inserting In lieu thereof W.­

and Inserting In lieu thereof 

'"(3) Inserting before the period at the end thereof a colon 
and the following: 'Provided, That the amount of such sums ap­
portioned to any State for any fiscal year shali be not less than 
620.000'. 

"M(b Section 531 (b) of such Act Is amended by atriking out 
'$102,000' and inserting in lieu thereof 1$150.00O0'. 

And the Senate agree to the same. 
Amendment numbered 83: That the House recede from Its 

dIsagreement to the amendment of the Senate numbered 83. and 
agree to the same with an amendment as follows: On page 17, 
line 1. of the Senate engrossed amendments, strike out "*12.000,­
000" and Insert "1$11,000,000"; and the Senate agree to the same. 

Amendment numbered 93: That the House recede from Its 
disagreement to the amendment of the Senate numbered 93, and 
agree to the same with an amendment, as follows: In lieu of the 
matter proposed to be Inserted by the Senate amendment insert 
the following: 

"(14) Service performed by an individual In (or as an officer 
or member of the crew of a vessel while It Ia engaged in) the 
catching, taking, harvesting, cultivating, or farming of any kind 
of fish, shellfish, crustacea. sponges, Reaweeds, or other aquatic 
forms of animal and vegetable life (including service performed 
by any such Individual as an ordinary Incident to any such 
activity), except (A) service performed in connection with the 
catching or taking of salmon or halibut, for commercial purposes. 
and (B) service performed on or In connection with a vessel of 
more than ten net tons (determined In the manner provided for 
determining the register tonnage of merchant vessels under the 
laws of the United States); or" 

And the Senate agree to the same. 
Amendment numbered 107: That *he House recede from Its 

disagreement to the amendment of the Senate numbered 107. 
and agree to the same with an amendment, as follows: In lieu 
of the matter proposed to be inserted by the Senate amendment 
insert the following: "and wlldlife"'; and the Senate agree to 
the same. 

Amendment numbered 157: That the House recede from Its 
disagreement to the amendment of the Senate numbered 187. 
and agree to the same with an amendment, as follows: In lieu of 
the matter proposed to be Inserted by the Senate amendment 
insert the following: "and wildlife": and the Senate agree to the 
sm 

Amendment numbered 163: That the House recede from Its 
disagreement to the amendment of the Senate numbered 163, and 
agree to the same with an amendment, as follows: In lieu of the 
matter proposed to be inserted by the Senate amendment insert 
Lhe following: "Including alter January 1, 1940. methods relating 
to the establishment and maintenance of personnel standards 
on a merit basis, except that the Board shall exercise no authority 
with respect to the selection, tenure of office, and compensation 
of any Individual employed In accordance with such methods"; 
and the Senate agree to the same. 

Amendment numbered 164: That the House recede from Its 
disagreement to the amendment of the Senate numbered 184. and 
agree to the same with amendments as follows: On page 26, lBne 
12. of the Senate engrossed amendments, strike out "old-age 
assistnnce'" and Insert "'aid to the blind"; on page 96, line S. of 
the House engrossed bill, strike out "'clause (1) of"; in line 7. 
strike out "clause"~ and Insert "subsection~'; in line 21, strIke out 
"clause (1) of"; and on page 97. lines 18 and 19, strike out 
'1, Increased by 5 per centum"; and the Senate agree to the same. 
'Amendment numbered 180: That the House recede from its dis­

agreement to the amendment of the Senate numbered 180, and agree 
to the same with an amendment, as follows: In addition to the 
matter proposed to be Inserted by the Senate amendment, on 
page 36. line 2. of the Senate engrossed amendments Insert the 
following new sentence: 

"No interest shall be allowed or paid on the amount of any 
overpayment refunded or credited by reason of the provisions of 
this section". 

And the Senate agree to the asam. 
. orw 

R. H. Couauzo. 
J~os. H. cCoLXzcr. 
JH .MCRA3 
JR OP 

DAVID I. WAKEN.
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on the part of the Senats. 

BrATENIY 
The managers on the part of the House at the conference an the 

disagreeing votes of the two Houses on the amendments of tbe 
Sennt to the binl (]EL IL 6635) to amend the Social Security hAc. 
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and for other purposes. submit the following statement In explana-
tion of the effect of the action agreed upon by the conferees and 
recommended in the accompanying conference report: 

Onl amendment No. 1: This amendment provides that on and 
after Januar 1, 1941, a State plan for old-age assistance In order 
to be approved by the Social Security Board must provide for finan-
desl Participation by the State In an amount not less than $10 
each month with respect to each needy individual receiving old-age 
assistance for the month. There was no comparable provision in the 
House bill. The Senate recedes, 

On amendment No. 2: The House bill stated that the State plan 
for old-age assistance in order to be approved by the Board must 
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 proper and efficient 
operation of the: plan. The Senate amendment struck out the 
parenthetical clause and Inserted a new parenthetical clause which 
states that alter January 1. 1940. such methods of administration 
shall Include methods relating to the establishment and mainte-
nance Of personnel standards on a merit basis. The House recedes 
with an amendment which retains the Senate amendment but pro-
vides that the Social Security Board shall exercise no authority

withresecttote an comenstio ofsleciontenre f ofice 
em tcrdneofofice, andh cmpenhostiown niithrepetaolh eloectIon, of 

On menmen No rovded xisinglaw3:TheHoue bll asin 
that the Federal Government would match on a 50-50 basis the 
amounts expenled by the State as old-!%ge assistance and in-
creased the amro-wt up to which the Federal Government will con-
tribute one-half from $30 to $40. The Senate amendment retains 
the $40 maximum of the House bill, and provides that the Federal 
Government will contribute two-thirds of the expenditures for 
old-age assistance under the plan up to a State-wide average of $15 
per month for the needy individuals receiving such assistance, plus 
one-half of the excess over such amount up to the $40 maximum. 
This amendment also changed the amount to be contributed by 
the Federal Government for administrative expenses from 5 per-
cent of the Federal contribution to an amount equal to one-half 
of the total of the sums expended during any quarter as are ftsind 
necessary by the Board for the proper and efficient administration 
of the State plan. It also states that in the case of any State 
which shall reduce the amount paid In such State In 1939 to Its 
needy Individuals for old-age assistance, such State shall not re-
ceive such increased amount but shall receive from the~ Federal 
Government only one-hall of the sums expended up to $40. The 
Senate recedes. 

On amendment No. 4: This Is a, technical amendment made 
necessary by amendment No. 3 changing the Matching provisions 
from a 50-50 basis. The Senate recedes, 

On amendments Nos. 5, 6. 7, 8. and 10: These amendments make 
clerical changes; and the House recedes, 

On amendment No. 9: The House bill provided that the adinin-
Istrative expenses of the Social Security Board and the Treasury 
3Department for the administration t.f title HI and title VIII of 
the Social Security Act, and the Federal Insurance Contributions 
Act, should be estimated monthly by the chairman of the Board 
and the managing trustee of the Federal old-age and survivors 
trust fund. The managing trustee was directed to pay each month 
from the trust fund Into the Treasury as miscellaneous receipts 
the amount so estimated. The Senate amendment provides that 
such amount shall be estimated quarterly and that such payments 
shall be covered into the Treasury as repayments to the account 
for reimbursement of expenses incurred in connection with the 
administration of such titles II and VIII and such Federal Insur-
ance Contributions Act. The amendment also provides that such 
repayments shall not be available for expenditure but shall be 
carried to the surplus fund of the Treasury. If the payments 
made by the trust fund to the Treasury for such cost of adminis-
tration were covered into the Treasury as provided In the House 
bill, the receipts and expenditures would be overstated in the 
account of the Treasury by the amounts so deposited. Collections, 
when originally received, are classified in the 'Treasury accounts A3 
"social-security taxes." and subsequently, under the House bill, a 
portion would be deposited as "miscellaneous receipts.", thus over-
stating actual receipts. Also, when funds are expended from ap-
propriations for such administration, such items would be shown 
as expenditures under "Social Security Board" and "departmental." 
and the reimbursements for such expenses from the trust fund 
would also be shown as expenditures, unless such items are de-
posited as repayments instead of miscellaneous receipts. The Sen-
ate amendment cures this administrative problem. The House 
recedes, 

(In amendment No. 11: The House bill provided for a small 
lumip-sum death payment Upon the death of a fully or currently
Insured Individual, leaving no surviving widow, child, or parent, 
Who would, on filing application In tbhe month in which such 
individual died, be entitled to a benefit for such month unmder sub-
section (b), (c), (d) (e), or (f) of section 202. The Sencte 
amendment struck out the reference to subsection (b) since this 
subsection deals with a wile's Insurance benefit, which would not 
be applicable after the death of the primary Individual. The 
House recedes. 

on amendmen'* N4os. 12 and 13: The HoUSe bill provided for the 
distribution of such lump-sum death payments and included In 
such distribution pcrsons who May be entitled Under the law of 
the State to share as distributees with the parents of the deceased. 
These Senate amendments eliminate this provision at the House 

RECORD-HOUSE 11087 
bill, and also provide that when more than one parent'is entitled 
to a payment, each of them would share equally. The House 
recedes. 

On amendments Nos. 14. 15. 18. 17, and 18: 'he House bill pr3-1 
vided that any benefits payable on the basis of an Individual's 
wages shall be reduced, so that the maximum for any benefit (if 
only one benefit for a month is payable with respect to the wages 
of an Individual) or for the total of all benefits (if more than 
one benefit is payable for a Month with respect to the wages of 
an individual) shall not exceed (1) $85 or (2) two times the pri­
mary Insurance benefit of such Individual, or (3) 80 percent of the 
average monthly wage of such Individual, whichever Is least. This 
takes the place of the provision now In the Social Security Act 
lmetin thane mothls prateio t $3.theeatilo te ameduci­of bheefitse 
mnscag hspoiino h os ils htterdcil 
In the amount of a benefit will be required only where the total of 
benefits payable with respect to an individual's wages is more than 
$20. and provide that the total of benefits shall in such cases be 
reduced to (a) the least of the amounts referred to under (1). (2). 
and (3) above, or (b) $20. w!2ichever Is greater. They also strike 
out reference to reduction of a single benefit as superfluous. The 
House recedes.

On amendment No. 19: The House bill provided that whenever 
reduction or Increase was required under subsection (a) or (b) of 

any imndividua empoyed ine acordane withpovdda methods lasection 203 and more than one benefit was payable for the monthsuc 
with respect to the wages of an Individual, each of the benefits 
should be proportionately increased or decreased, as the case midght 
be. The Senate amendment excepts the primary insurance benefit 
from any reductiun under section 203 (a) or (c). The House 
recedes. 

On amendments Nos. 20 and 21: These amendments are clarify­
igaedet rvdn htteddcin ob aefo 

endpamentso providngs thatr thtedeucisha tobe made fromuc 
amonyspanme at undr time stleBH r bemdetinmsuchorchpayment shall 
The House recedes. 

On amendments Nos. 22 and 23: The House bill provided that 
deductions would be made from a child's insurance benefit if such 
child was under 18 and over 16 years of age and he failed to 
attend school regularly. These Senate amendments were intended 
to make It clear that children serving as apprentices without pay 
shall be considered as attending school and are placed in the same 
category as children attending school. Since the Social Security 
Board has ample authority to care for this situation by regulation. 
it Is not necessary to incorporate these provisions Into the law. 
The Senate recedes. 

On amendments Nos. 24 and 25: The House bill provided a pen­
alty for failure to report the occurrence of an event specified In 
the .bill which would cauge a deduction In benefits. These Senate 
amendments require that such report be made by any Individual 
who Is In receipt of benefits subject to deduction, or Is In receipt 
of such benefits on behalf of another individual. The Housa 
recedes. 

On amendments Nos. 26 and 27: 'Under the House bill as under 
existing law, employees who worked for more than one employer in 
a year and who have a total salary from such employers of more 
than $3,000 are taxable upon the first $3.000 of such salaries from 
ench employer. These Senate amendments provide that no more 
than $3,000 total remuneration for any calendar year after. 1939 
is coi.nted for benefit purposes. (See amendment No. 85 for spe­
cial t~ax refund on such salaries In excess of $3,000.) The House 
recedes. 

On amendments Nos. 28, 31. 92, and 33: These are clerical 
amendments changing paragraph numbers. The House recedes. 

On amendments Nos. 29 and 30: These amendments exclude from 
the definition of wages payments made by an employer under cer­
tain conditions on behalf of his employees on account of death 
(including life insurance) where It is clear that the employee, 
while living, does not have certain rights and options. 'These 
slight changes from existing law are effective as to wages from 
employment alter 1939. The House recedes. 

On amendment No. 34: This amendment makes a clarifying 
change. The House recedes. 

On amendment No. 35: 'Under present law services performed by 
an Individual after he attains age 65 are not counted for benefits 
under title U1 nor are they taxed under the Federal Insurance Con­
tributions Act. The House bill provided that such services per­
formed after 1939 would be counted as employment and taxed the 
wages for such services alter such year. The Senate amendment 
provides that such services performed after 1938 by such an Indi­
vidual shall be counted as employment. (Amendment No. 173 
taxes such wages, and amendment No. 175 deducts from any benefit 
under title 1I an amount equal to 1 percent of any wages paid to 
any such Individual for services performed in 1939 If taxes on such 
wages were not paid.) The House recedes. 

On amendment No. 36: The House bill exempted from the dennia­
tion of employment service performed In the employ of an aW1­
cultural or horticultural organization. The Senate amendment 
clarifies this exemption to make certain that these organizations 
are Identical with agricultural and horticultural organizations 
exempt from income tax under section 101 (1) of the Internal 
flevenue Code. The House recedes, 

On amendments Mma, 37 and 38: These amendments make a 
Clarifying change to bring this provision Into conformity 'with a 
similar provision contained In the Revenue Act of 1939. Mm 
House recedes. 

On amendment No. 39: 'ThIs amendment makest a clerical change.
The Hous recedes. 
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On amendment No. 40: This amendment would exclude fisher-

men from coverage. It would also exclude ofilcers and members 
or crew's (even thou'~h not fishermcn) of any vessel less than 
400 tons, or of any sail vessel regardless of tonnage if the vessel 
is engagec! in the specified ilruing activities. There was no 
comparable provision in the House bill. The House recedes with 
an amendment which exempts from coverage service performed 
by an individual in tor as an officer or member of the crew of a 
vessel while it is engaged in) the catching, taking, harvesting, 
cultivating, or farming of any kind of fish, shellfish. crustacea. 
Pponges, seaweeds, or other aquatic forms of animal and vegetable 
life .inciuding service peciformed by any such individual as an 
ordinary incideut to any such activity), except (a) service per-
formed in connection with the catching or taking of salmon 
or halibut. for ecasmmrcial purposes, and (b) service performed 
on or in connection with a vessel of more than 10 net tons (de-
terimined in the manner provided for determining the register 
tonnage of merchan. vessels under the laws of thec United States), 

On amendmeiit No. 41: This amendment excludes service per-
fo-med by an incivivdueis Under the age of 18 in making street 
sales of newspapers, and in making house-to-house deliveries 
of newspapers und shonpling nt-ws. including handbills and Other 
similar types of adver-tisin~g material, it does not include the 
h'iandling of nevwspa'pers and advertising material prior to the 
time they are turned over to the individual who makes the 
sale, the liouse-to-lcnuse, or other final distribution. There was 
no comparable provision in the House bill. The House recedes, 

On amendments Nos. 42 and 43: These amendments make a 
clarifying change. The House recedes. 

On amendment No. 44: This amendment places a top lim it of 
$250 on the average ionothly wage upon which computation of 
the primary insurance benefit may be based. It will be impos-
sible to exceeo this average from 'employment after 1939 due to 
& 'nate amendment No. 27; nevertheless, in an occasional case a 
person earning large amounts- with several employers, prior to 
1940 aind retiring in the near future, might otherwise receive 
unjustifiably large b-,nefits. There was no comparable provision 
in the House bill. The House recedes, 

On ansendment ZIO. 45: This amendment provides that the 
minimum primary insurance henefit shall be $10. There was no 
comparable provision In the House bill. The House recedes. 

On amendments Nos. 46. 47. 48. 49. 50. 51, and 52: The House 
b)1ll set up an -average monthly wage" formula in terms of years.
These Senate amendments set Up such formula in terms of quar-
ters. The House recedes, 

On amendment No. 53: This amendment Is complementary to 
amendment No. 35 and excludes from the divisor in determining
the average monthly wage of an individual any quarter, after-.the 
quarter in which he attained age 65. occurring prior to 1939. The 
House recedes, 

On amendment No. 54: This -amendment Is complementary to 
.amendments Nos. 46 to 52. The House bitl defined the term "fully 
insured individual' in terms of years and years of coverage. The 
House bill provided that in any case where an individual had St 
least 15 years of coverage he would always be a fully insured in-
dividual. The Senate amendment defined such term in quarters
and quarters of covcrage. It also provides that where an individ-
ual had at least 40 quarters of coverage (10 years) he would 
always be a fully insured individual. The House recedes, 

On amendments Nos. 55 and 56: The House bill defined the term 
"wvife' to mean a wife of an individual who was married to h!-r 
prior to January 1. 1939. or, if later, prior to the date upon whtch 
he attained the age of 60; and defined the term "widow" (except 
when used in sec. 202 (go to mean the surviving dependent wife 
of an individual who was married to him prior to the beginning 
of the twelfth month before the month in which he died. These 
Senate amendments eliminate the requirement as to the date of 
marriage in any case where the wife is the mother of a son or 

daugterof idivdua,he nsurd Th Hose eceesan 
OnamghendmteintsuNed 57indiv 58:l The House billedefieda. i 

cutua aberdmeto Include7 alldsevice pherformed onl aefarine thei
oftua personldinl withrm th orthlanyr conections cutvtng soil,

employ o n esn ncneto ihcliaigtesi.o 
in connection with raising or harvesting any ,agricultural or her-
ticultural commodity. These Senate amendments struck out the 
words "connection with." The conference action restores such 
words; and the Senate recedes. 

On amendments Nos. 59. 60. 62, 63. and 66: These amendments 
make clarifying changes to the definition of agricultural labor, 
The House recedes. 

On amendment No. 61: This amendment includes in the defini-
tion of agricultural labor service performed on a farm with respect 
to other wildlife in the same manner and to the same extent as 
service performed with respect to fur-bearing animals, The House 
recedes with a clarifying amendment. 

On amendment No. 64: This amendment Includes within the 
term "agricultural labor" service performed in the employ of the 
owner or tenant or other operator of a farm, in connection with 
the maintenance of the tools and equipment on such farm. It 
also includes service performed in the employ of any such owner, 
tenant, or other operator in salvaging timber or clearing land of 
brush or other debris left by a hurricane. Both amendments are 
subject to the limitation contained In the bill that the major part 
of such service must be performed on a farm. The House recedes, 

On amendment No. 65: This amendment Includes as agricultural 
labor, in addition to the services Included in the House bill, service 
performed In connection with the operation or maintenance of 
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ditches, canals, reservoirs, or waterways used exclusively for sup. 
plying and storing water for farming purposes. The House recedes. 

On amendment No. 67: This amendment Is similar to amend­
mont No. 2. The House bill stated that the Board should make no 
certification for payment to any State under title III of the Social 
Security Act unless It found that the law of such State approved 
by the Board included provision for such methods of administra­
tion (other than those relating to selection, tenure of office, and 
compensation of perscnnel) as are found by the Board to be rea­
sonably calculated to insure full payment of unemployment cam­
pensation when due. The Senate amendment struck out the 
parenthetical clause and inserted a new parenthetical clause which 
provides that after July 1. 1941, such methods of administration 
shall include methods relating to the establishment and mainte­
nance of personnel standards on a mcrit basis. The House recedes 
with an amendment which retains the Senate amendment but 
changes the date therein from July 1, 1941. to January 1. 1940. 
and provides that the Social Security Board shall exercise no 
authority with respect to the selection, tenure of office, and com­
pensation of any individual employed in accordance with such 
methods. 

On amendment No. 68: This amendment provides for the es­
tablishment anti maintenance of personnel standairds on a merit 
basis similar to amendments Nos. 2 and 67. The House recedes 
with an amendment which retains the Senate amendment but 
provides that the Social Security Board shall exercise no authority 
with respect to the selection, tenure of office, and compensation 
of any individual employed In accordance with such methods. 

On amendment No. 69: The House bill increased from one-third 
to one-half the Federal share of the sums expended In a State 
for aid to dependent children. The House bill retained the pro­
visions of existing law with respect to the amounts above which 
the Fedleral Government wvould not contribute, namely, $18 a 
month for the first dependent child and $12 a month with respect 
to each of the other dependent children. The Senate amend­
ment retained the increase of the share of the Federal contribu­
tion from one-third to one-half and changed the existing law by 
eliminating the present maxima and providing that the Federal 
share would be based on an average of $18 multiplied by the total 
number of dependent children receiving aid for the month. The 
Senate recedes. 

On atyendment No. 70: The House bill amended the definition 
of the term "dependent child" to include children between the 
ages of 16 and 18 if found by the State agency to be regularly 
attending, school, Present law includes only children under the 
age of 16. The Senate amendment includes nonremunerated ap­
prentices in the same clsnss as children regularly attending school 
with respect to the liberalization of the age limitation. The 
Senate recedes. 

On amendment No, 71: This amendment makes a clerical 
change. The House recedes. 

On anmendment No. 72: This amendment Increases the author­
ization of appropriations for grants to States for maternal and 
child health services for each fiscal year from 83,800,000 to $5,820.­
000. There was no comparable provision in the House bill. The 
House recedes. 

On amendment No. 73: This amendment Increases the amount 
authorized to be allotted to the various States in the proportlon 
that liv'e births bear to the total number of live berths in the 
United States, from $1,800,000 to $2,800,000. The amendment also 
imicreases the amount authorized to be allotted according to the 
financial need of each State for assistance in carrying out Its State 
plan from $980,000 to 81.980,000. The House recedes, 

On amendment No. 74: This amendment makes a clerical change; 
Ond amendmuen Ncde. 7:Ti mnmn rvdsfrteetb 
Oih~ntamndmainteNance5 of fonpersndelestandrovdes ah meritbai 

lshriearto amndmanentsnceof.27 aesndn68sthedrdHousaerecedeswith 
smlrt mnmnsNs ,6.ad6.TeHuercdswt 

amendment which retains the Senate amendment but provides
that the Social Security Board shall exercise no authority with 
respect to the selection, tenure of office, and compensation of any
individual employed in accordance with such methods, 

On amendment No. 76; This amendment increases the authoriza­
tion of appropriations for grants to States for services to crippled 
children for each fiscal year from $2,850,000 to $3,870,000. There 
was iso comparable provision in the House bill. The House recedes, 

On amendment No. 77: This amendment amends section 512 of 
the Social Security Act by designating the exlsting law as subsec­
tion (a) and inserting therein the amount ($1,830,000) to be al­
lotted thereunder in addition to the flat allotments of $20,000 for 
each State (including Psierto Rico), The additional amount Is 
allotted to the States on the basis of the need of each State taking 
into consideration the number of crippled children In each State 
in need of services for crippled children and the cost of furnishing 
such services. These sums are to be allotted on a matching basis. 
The additional appropriation of $1,000,000 Is to be allotted under 
a new subsection (b) according to the financial need of each State 
for assistance In carrying out its State plan. The States are not 
required to match allotments from this latter appropriation. The 
House recedes, 

On amendment No, 78: This amendment makes a. clerical change; 
and the House recedes. 

On amendment No. 79: This amendment provides for the estab­
lishment and maintenance of personnel standards on a merit basis 
similar to amendments Nos. 2, 67. 68. and 75. The House recedes 
with an amendment which retains the Senate amendment but pro­
vides that the Social Security Board shall exercise no authority with 
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respect to the selection, tenure of office. and compensation of any
individual employed in accordance with such methods. 

On amendment No. 80: This amendment makes a clarifying change
In section 51.4 (a) of the Social Security Act. It also adds a new 
subsection (c) to such section 514 to provide the method of paying
rthe additional amount to be allotted under amendment No. 7'7. The 
amendment also Increases the authorization for child-welfare serv-
Ices from $1,50oooo to $1.510.000 so that Puerto Rico may share 
equally with the States. There was no comparable provision In the 
House bill. The House recedes. 

On amendments Nos. 81 and 82: The House bill Increased the 
authorization for vocational rehabilitation from $1.938.000 to $2.-
938.000. The Senate amendment strikes out this provision in the 
House bill and inserted a provision increasing such authorization 
to $4,000,000. The amendment also provides that the minimum 
allotment for any State sball be 630.000 instead of *10.000 as pro-
vaided In existing law, and provides an annual flat allotment to 
Hawaii and Puerto Rico of *15.000. The amendment also increases 
the authorization of appropriations for administrative expenses for 
vocational rehabilitation from *102,000 to *150.000. The House re-
Cedes with an amendment which Increases the authorization for 
VOCa'lonPi rehabilitation to *3.500,000 Instead of *4.000,000: places
Puerto Rico in the same status as a State (see also amendment No. 
166): and increases the minimum allotment for any State from 
810.000 to *20.000 Instead of *30.000. 

On amendment No. 83: This amendment increases the author-
iZatiOn of appropriations for each fiscal year for grants to States 
and other political subdivisions for public-health work from 
*8,000.000 to *12.000.000. There was no comparable provision In 
the House bill. The House recedes with an amendment increas-
In., such authorization to $1L,000,000 Instead of *12,000.000.

On amendment No. 84: This amendment makes a clerical change,
and the House recedes. 

On amendment No. 85: Under existing law, remuneration re-
ceived by an employee with respect to employment during any
calendar year Is taxable up to and Including *3.000 received by
the employee from each employer he may have during the year.
Hence, an employee who has more than one employer may be
required to pay the old-age Insurance employees' tax on aggregate 
wages In excess of 63,000. The Senate amendment permits the 
employee to obtain a refund, without Interest, of the tax paid 
on the aggregate In excess of *3.000 earned after December 31,
1939. provided a timely claim Is filed. This amendment is coin-
plementary to amendment No. 27, There was no comparable pro
vision In the House bill. The House recedes. 

On amendments Nos, 86 and 87: These amendments exclude 
from the definition of wages payments made by an employer
tunder certain conditions on behalf of his employees on account 
of death (including life insurance) where It Is clear that t~he 
employee, while living, does not have certain rights and options,
The House recedes, 

On amendment No, 88: ThIs amendment makes a clerical change;
and the House recedes. 

On amendment No. 89: The House bill exempted Crom the 
definition of employment service performed In the employ of an 
agricultural or horticultural organizatlon. The Senate amend-
ment clarifies this exemption to make certain that these organ-
izations are identical with agricultural and horticultural organiza-
tions exempt from Income tax under section 101 (1) of the 
Internal Revenue Code. The House recedes. 

On amendments Nos. 90 and 91: These amendments make a 
clarifying change to bring this provision Into conformity with a 
similar provision contained in the Revenue Act of 1939. The 
House recedes. 

On amendment No. 92: This amendment makes a clerical 
Change; and the House recedes. 

On amendment No, 93: This amendment would exclude fisher-
men from coverage. It would also exclude officers and members 
of crews (even though not fishermen) of any vessel less than 
400 tons, or of any sail vessel regardless of tonnage If the vessel 
Is engaged In the specified fishing activities, There was no coin-
parable provision in the House bill. The House recedes with an 
amendment which exempts from coverage service performed by 
an Individual in (or as an officer or member of the crew of a 
vessel while It Is engaged in) the catching, taking, harvesting,
cultivating, or farming of any kind of fish, shellfish, crustacea, 
sponges, seaweeds, or other aquatic forms of animal and veg.
etable life (including service performed by any such individual as 
an ordinary incident to any such activity), except (a) service 
performed In connection with the catching or taking of salmon 
or halibut, for commercial purposes, and (b) service performed 
on or In connection with a vessel of more than 10 net tons 
(determined in the mannler provided for determoining the register
tonnage of merchant vessels under the laws of the United States). 

on amendment No. 94: This amendment excludes service per-
formed by an Individual under the age of 18 In making street 
sales of newspapers, and In mnaking house-to-house deliveries of 
newspapers and shopping news, including handbills and other 
similar types of advertising material, It does not Include the 
handling Of newspapers and advertising materia prior to the 
time they are tu-ned over to the Individual who make the sale,
the house-to-house, or other f-ina distribution, There was no 
Cosnparable provision In the House bill. The House recedes, 

on amendments Nos. 95 and 90: These amendments make a 
clarifying change: and the House recedes, 

on amendments lioe. 97 and 98: The House bill extended sow-
Crape to Certain saleemen who are not employees The Senate 
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amendment strikes out this extension of coverage and also strikes 
out the new definition of emaployer as such definition was ren­
dered unnecessary If the extension of coverage to such salesmen 
Is not retained In the bill. It Is believed Inexpedient to change
the existing law which limits coverage to employees. The House 
recedes. 

On amendments Nos. 99. 100, 101, and 102: These amendments 
make clerical changes; and the House recedes. 

On amendments Nos. 103 and 104: The House bill defined agri­
cultural labor to include all services performed on a farm. In the 
employ of any person, In connection with cultivating the soi. or 
In connection with raising or harvesting any agricultural or hor­
ticultural commodity. These Senate amendments struck out the 
words "Connection with." The conference action restores such 
words; and the Senate recedes. 

On amendments Nos. 105. 106, 108, 109. and 112: These amend­
ments make clarifying changes to the definition of agricultural
labor. The House recedes. 

On amendment No. 107: This amendment includes In the defind­
tion of agricultural labor service performed on a farm with respect 
to other wildlife in the same manner and to the same extent as 
service performed with respect to fur-bearing animals. The House 
recedes with a clarifying amendment. 

On amendment No. 110: This amendment Includes within the 
term "agricultural labor" service performed In the employ of the 
owner or tenant or other operator of a farm, In connection with 
the maintenance of the tools and equipment on such farm. It 
also Includes service performed In the employ of any such owne'. 
tenant, or other operator in salvaging timber or clearing land of 
brush or other debris left by a hurricane. Both amendments an 
subject to the limitation contained in the bill that the major part
of such service must be performed on a farm, The House recedes. 

On amendment No. III: This amendment includes as agricul­
tural labor, In addition to the services included in the House bill. 
service performed In connection with the operation or mainte­
nance of ditches, canals, reservoirs, or waterways used exclusively
for supplying and storing water for farming purposes. The House 
recedes. 

On amendments Nos. 113 and 114: Under the House bill the 
additional credit allowance was based upon the amount, If any.
by which contributions required to be paid by a taxpayer With 
respect to the taxable year were less than the contributions such 
taxpayer would have been required to pay if throughout the tax­
able year he had been subject under such State law to a rate of 
2.7 percent, The.se Senate amendments were made necessary by 
reason of amendment No. 126 which eliminates the new section 
1602 (b) of the code contained In the House bill, These amend. 
manta base the additional credit allowance on the difference be­
tween the emoriit of contributions the taxpayer was required to 
pay under the li~ate law and the amount he would have paid If 
throughout the taxable year he had bean subject to the highest
rate applle~d under the State law in the taxable year to any em­
ployer. nr to a rate of 2.7 parcent, whichever Is lower. The House 
reedes. 

On amendment No, 115: The House bill amended section 1602 (a)
of the Internal Revenue Code by adding a new standard with re­
spect to allowance of additional credit, which recquired that,. Irre­
spective of the type of fund maintained under the State law, suc1
law must contain provisions whereby variations in rates of Con­
tributions has between different employers will be so computed
 
as to yield, with respect to each year, a total amount of contribu­
tions substantially equivalent to 2.7 percent of the total of pay
 
rolls of employers subject to the contribution requirements of the 
St-ate law. The Senate amendment deletes this new standard, 
The House recedes. 

On amendments Nos. 116, 119, 120, 121, 122, 123, 12,_. and 125:
 
These amendments make clerical changes; and the House recedes,


On amendments Nos. 117 and 118: Under the House bill, States
 
which have pooled fund unemployment compensation laws would
 
have been allowed to vary rates of contributions and allow re­
duced rates of contributions on tore basis of 3 years of experience

by an employer with respect to Uinemployment or other factors
 
bearing a direct relation to unemployment risk. The Senate
 
amendments change the 3 years to 2 years and further provide

that such reduction uinder pooled fund laws will be allowed only

after compensation has been payable under the State law with
 
respect to such employer for the 2 consecutive years immediately 
preceding the computation date. The Senate recedes,

On amendment No. 126: The House bill added a new subsection 
(b to section 1602 of the Internal Revenue Code, Under this 
subsection a Stats would have been permitted to adopt, either at 
two alternative courses of action If Its law met the standards set 
forth in paragraphs (1) and (2) of the new subsection: (1L) it
might reduce all employers' rates uniformly; or (2) it might vary'
Individual employers' rates of contributions under experience rat-
Ing provisions which compled with the applicable standards in 
paragraphs (2), (8), or (4) of subsection (a) of such section 
1602, but without so calculating the respective rates as to secure 
an annual Yield of an amount substantially equivalient to 2.7 
percent of the Stats pay roil. The Senate amendment deletes this 
new subsection, The House recedes. 

On amendments Nos. . 127,128129, 130, 131, 13X2, 33, 134. 135 
and 138: These amendments make clerical changes. and the Housm 
recedes. 

On amendments No.L 13'? and 138: Under the House bMith 
term '~balance, was defined to manke clear that the amount at the 
reserve required to be accumulated by employers with repecppt to 



11090 CONGRESSIONAL 
whom a reserve account or a guavranteed employment account Is 
maintained. ia to be made up of payments by such etnployera and 
may not be made up of employee contributions or funds from 
other sources. The exception contained In this definition, which 
permits the Inclusion within ' balance" of payments other than 
payments by employers If made to a reserve account or guaranteed 
employment account prior to January 2. 1939. Is designed to re-
lieve the State4 of complicated computations where payments, 
other than payments by employers, had been paid to such ac-
counts during the early months of the State's experience. These 
Senate amendments advance the date 1 year beyond that pre-
scribed In the House bill. The House recedes, 

On admendment No. 139: Subsection (b) of section 610 of the 
House bill, which Is deleted by this amendment, has been rendered 
unnecessary because of Senate amendment No. 115 which deleted 
from the House bill the average 2.7 percent contribution rate 
requirement. The House recedes, 

On amendment No. 140: The House bill conferred on State leg-
Msatures the authority to require instrumentalities of the United 
States, except those wholly owned by the United States or exempt 
from the taxes Imposed by section 1410 or 1000 of the Internal 
Revenue Code, to comply with State unemployment compensation 
laws. The Senate air~indment strikes out the reference to tse old-
age tax Imposed by section 1410 since only the unemployment tax 
imposed by section 11300 is involved. The House recedes. 

On amrendimeri No. 141: This is a clarifying amendment to make 
clear that in determ'nlng whether a person employs eight or more 
employees, only thos,. employees employed In employment (as de-
fined In sec. 1607 Id) of the Internal Revenue Code) are to be 
counted. The House recedes, 

On amendments No3- 142 and 143: These amendments exclude 
from the definition of wages payments made by an employer under 
Certain conditions on behalf of his employees on account of death 
(including life insurance) where It is Clenr that the employee, 
while living. does not have certain rights and options. The House 
recedes. 

On amendment No. 144: The House bill exempted from the defi-
nition of employment service performed in the employ of an agri-
cultural or horticultural organization. The Senate amendment 
clarifies this exemption to make Certain that these organizations 
are identical with agricultural and horticultural organizations 
exempt from Income tax under section 101 (1) of the Internal 
Revenue Ccde. The House recedes. 

On amendments Nos. 145 and 146:, These amendments make a 
clarifying change to bring this provision Into conformity with a 
similar provision contained in the Revenue Act of 1939. The House 
recedes, 

On amendments Nos. 147 and 148: These amendments make 
clerical changes; and the House recedes, 

On amendment No. 149: This amendment eliminates from the 
Federal Unemploym-ent Tax Act Insurance agents and solicitors 
If the remuneration for which they perform their services is on a 
commission basis solely. There was no comparable provision in the 
House bill. The House recedes, 

On amendment No. 150: This amendment excludes service per-
formed by an individual under the age of 18 In making street 
sales of newspapers, and In making house-to-house deliveries of 
newspapers and shopping news, Including handbills and other elm-
Ilar types of advertising material. It does not Include the handling 
of newspapers arnd advertising material prior to the time they are 
turned over to the individual who makes the sale, the house-to-
house, or other final distribution. There was no comparable pro-
vision In the House bill. The House recedes. 

On amendments Nos. 151 and 152: These amendments make a 
clarifying change: and the House recedes, 

On amendments Nos. 153 and 154: The House bill defined agri-
cultural labor to include all services performed on a farm, In the 
employ of any person, in connection with cultivating the soil, or 
in connection with.raising or harvesting any agricultural or horti-
cultural commodity. These Senate amendments struck out the 
words "connection with." The conference action restores such 
words; and the Senate recedes. 

On amendments Nos. 155. 150, 158. 159. and 162: These amend-
ments make clarifying changes to the definition of agricultural 
labor. The Hcuse recedes. 

On amendment No. 157: This amendment includes in the defi-
nition of agricultural labor service performed on a farm with 
respect to other wildlife in the same manner and to the same 
extent as service performed with respect to fur-bearing animals, 
The House recedes with a clarifying amendment, 

On amendment No. 160: This amendment Included within the 
term "agricultural labor" service performed in the employ of the 
owner or tenant or other operator of a farm, in connection with 
the maintenance of the tools and equipment on such farm. It 
also Includes serv~ce performed in the employ of any such owner, 
tenant, or other operator In salvaging timber or clearing land of 
brush or other debris left by a hurricane. Both amendments are 
subject to the limitation contained in the bill that the major part
of such service must be performed on a farm. The House recede., 

On amendment No. 161: TIbs amendment Includes as agricul-
tural labor, in addition to the service. included in the House bill, 
service performed In connection with the operation or mainte-
nance of ditches, cainals, reservoirs, or waterways used exclusively
for supplying and storing water for farming purpose.. The House 
recedas. 
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On amendment No. 163: This amendment provides for the 

establishment and maintenance of personnel standards on a merit 
basis similar to amendments Nos. 2, 67. 68. 75. and 79. The House 
recedes with an amendment which retains the Senate amendment 
but provides that the Social Security Board shall exercise no 
authority with respect to the selection, tenure of office, and comn­
pensatlon of any Individual employed in accordance with such 
methods. 

On amendment No. 164: The House bill provided as in existing 
law that the amount to be contributed by the Federal Government 
for administrative expenses for aid to the blind would be an 
amount equal to 5 percent of the Federal contribution to the State 
for aid to the blind. The Senate amendment changes this provi­
sion to one-half of the total of the sums expended during any 
quarter as are found necessary by the Board for the proper and 
efficient administration of the State plan. The House recedes with 
conforming amendments. 

On amendment No. 165: Tahis amendment make. IL clerical 
change; and the House maedes. 

On amendment No. 166: The House bill Included Puerto Rico on 
the same basis as a State for the purposes of titles V and VI of 
the Social Security Act. The Senate amendment (whIch is comn­
piementary to amendment No. 82 giving Pus-rto Rico *15O00 an­
nually for vocational rehabiiitatior) provides that Puerto Rico 
sha!I not be included as a State for purposes of vocational re­
habilitation grants. The Senate recedes. The conference action 
on this amendment and amendment No. 82 has the effect of 
Including Puerto Rico as a State for purposes of vocational 
rehabilitation grants thereby allowing It to receive the minimum 
allotment of *20.000 for esch fiscal year and to share in the 
remainder of the appropriation on an equal basis with the States.. 

On amendment No. 167: This amendment Is complementary to 
amendments Nos. 97 and 98. Under section 606 of the House bill 
certain salesmeni were Included as employees for purpose. of the 
old-age insurance tax. and by section 801 were Included as 
employees for the purpose of receiving benefits under Utie H1. 
Senate amendments No. 97 aind 98 struck out such extension of 
coverage for purposes of the tax and this amendment strike. out 
such extension f or purposes of the benefits under title IL it id 
believed inexpedient to change the existing law which limits cov­
erage to employees. The House recedes.. 

on amendment No. 168: This amendment, which is comple­
mentary to amendment No. 169, makes a clerical change; and 
the Senate recedes.. 

On amendment No. 169: This amendment prohibits the Socia 
Security Board from disapproving any State plan under title 1. WV, 
or X of the Social Security Act on the ground that such plan does 
not apply to or Include certain Indlana as defined. There was no 
comparable provision In the House bill. The Senate recedes.. 

on amendment No. 170: This is a technical amendment made 
necessary because the new section 906 (amendment No. 174) 
affects the Railroad Unemployment Insurance Act and Is there­
fore in conflict with the language contained In section 901 Unless 
this amendment is Inserted. The House recedes. 

On amendment No. 171: This is a technical amendment to set 
at rest certain conflicting district court decisions, and provides 
that the collection of the full 3-percent Federal tax (without 
allowance of the 90-percent credit) from a bankrupt estate, whicil 
failed to qualify for credit, Is not prohibited by section 57) of the 
Bankruptcy Act, as amended, which section provide. that debts 
owing to the United States as a penalty or forfeiture shall not 
be allowed. There was no comparable provision in the House bill. 
The House recedes. 

On amendment No. 172: This amendment merely conforms the 
reference In section 1428 of the Internal Revenue Code to the 
revision of the numbers of the paragraphs In section 1426 (b) 
of such code. The House recedes.. 

On amendment No. 173: This amendment is complementary to 
amendment No. 35 and imposes the old-age insurance tax on 
wages paid after December 31. 1938. with respect to employment 
after such date, to employees who have attained the age of 65. 
It provides that the liability of the employer for the employees' 
tax with respect to service performed prior to the enactment of 
this act is limited to the amount of remuneration of such em­
ployee in the control of the employer at any time on or after 
00 days after the enactment of this act. There was no comparable 
provision in the House bill. The House recedea, 

On amendment No. 174: This amendment extends the tim 
within which certain States may effect the transfer of certain 
funds from the State's account in the unemployment trust fund 
to the railload unemployment-insurance account in the unemploy­
ment trust fund. This postponement will not deprive the rail­
road unemployment-insurance account of any moneys to which 
It is entitled under the present provisions of the Railroad Un­
employment Inisurance Act. There was no comparable provision III 
the House bill. The House recedes.. 

On amendment No. 175: This amendment Is complementary to 
amendment. Nos. 35 and 173. It provides that where the CM­
ployees' tax with respect to the year 1939 has not been deducted 
from the employee over 65 and where the employer has not paid
the employee's tax for such employee's employment In 1939, deduo­
tion of an amount equal to the employee's tax. without lInterest, 
would be made from his monthly benefits or other beneflta pay­
able with respect to his wage.. There was no compezable prOVi'. 
aimn in the House bill. The Hoess rsedM~ 
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On amendment igo. 176: This amendment authorizes the estab-

lishrnent of an advisory council on unemployment insurance to 
study certain spe::ified matters concerning unemployment insur­
ance and make a report thereon. There wa~s no comparable 
provision In the House bill. The Senate recedes. 

On amendment No. 177: This amendment authorizes the estab-
lishment of an advIsory council on disability Insurance to make a1
study of disability insurance and report thereon. There was no 
comparable prcovlslon in the House bill. The Senate recedes, 

O1n amendment No. 178: This is a clarifying amendment to make 
certain that the administration of the functions of the Social 
Security Board, which was transferred to the Federal Security
Agency under reorganization plan No. I transmitted to Congress 
on April 25. 1939, will be administered In the same manner as the 
other agencies transferred to the Federal Security Agency. The 
House recedes. 

On amendment No. 179: ThIs amendment extends coverage to 
Individuals employed by certain Federal savings and loan associs-
tions afllliated with the Federal home loan banks, who would 
otherwise be excluded from the old-age insurance benefits, the 
Federal Insurance Contribut~ons Act, and the Federal Unemnploy­
ment Tax Act, since under the Home Owners' Loan Act they are 
exempt from taxes Imposed by the United States. There was no 
comparable provision In the House bill. The House recedes. 

On amendment No. 180: This amendment relates to sectIon 213 
(f I of the Revenue Act of 1939. whIch deals with the assumption
of liability in certain tax-free exchanges. There Is no comparable 
provision In the House bill. Section 213 (f) of the Revenue Act of 
1939 retroactively amended the Revenue Acts of 1924sthrough 1938 
to provide that the assumption of a liability or the acquisition of 
property subject to a liability in certain tax-free exchanges should 
not result in gain to be taxed at the time of the exchange, except
In cases where by a previous decision of a court or of the Board 
uf Tax Appeals, or under a closing agreement, gain was recognized 
to the transferor of property In the tax-free exchange by reas'rn 
of such an assumption or acquisition by the transferee. The 
Senate amendment removes from that exception a case in which 
gain was recognized to a corporate transferor by a court or Board 
decision, the basis to the transferee of the property acquIred by it 
In the exchange was fixed at cost under the applicable revenue 
act, and the corporate taxpayer liquidated Immediately subsequent 
to the exchange. As the period of limitations may have expired
with respect to the filing of a refund claim In such a case, the 
amendment provides I year from the date of enactment of the 
Revenue Act of 1939 within which to file a refund claim, The 
House recedes with an amendment which provides that no Interest 
shall be allowed or paid on the amount of any overpayment re-
funded or credited by reason of the provisions of this section. 

On amendment No. 181: This amendment extends the time to 
December 31. 1939. for the filing of claims for refunds under sub-. 
section (d) of section 602 of the Revenue Act of 1936. as amended. 
There was no comparable provision In the House bill. The House 
recedes, 

on amendment No. 182: This amendment provides that after 
194 the provisions of the Social Security Act shall not be appli-
cable to foreign-born aliens. it also provides for refunds of any 
taxes they may have paid under such act, and that any employer 
using alien labor shall pay a special privilege tax equivalent to 
that collected from American citizens. Subsection (b) of the 
amendment prohibits the payment of any old-age insurance benefit 
to any individual while such Individual is not a resident of the 
United States or Its possessions unless such individual resides 
w~thin 50 miles of the United States. There was no comparable 
provision In the House bill. The Senate recedes. 

The managers on the part of the House desire to state that 
the changes made by this bill with respect to agricultural labor 
do not take effect until January 1. 1940. and therefore have no 
effect whatsoever on any litigation now In the courts with respect 
to what constitutes agricultural labor under present law, 

The managers on the part of the House also desire to state 
that there are two very important proposals to which the con-
ferees gave a great deal of attention. These are the so-called 
Connally amendment, providing for greater Federal matching in 
the case of old-age assistance, and the Massachusetts plan which 
would enable the States to make a State-wide reduction In un-
employment compensation contribution rates under certain con 
diltions. The conferees believe that a comprehensIve study of 
the subject matter covered by these two proposals should be 
undertaken which will enable the Congress to deal more intelll-
gently with the problems involved than is possible at the present
tim 

W.L. DouGWrON. 
T1H1U B. CUL9 
JOHN WOOM 
ALLEN T. TuxAswAT, 
F'AaNX CmOWTrnIL. 
Tvoses A. JExxEmm,

Managers ona the part of the House.. 

Mr. DOUGHTON. I&. Speaker, I ask unanimous consent 
for the immediate consideration of the conference report on 
the bill (EL R. 6635), an act to amend the Social Security 
Act, and for other purnpme 
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The SPEAKER. Is there objection to the request of the 

gentleman from North Carolina? 
There was no objection.
Mr. DOUGHTON. Mr. Speaker, I ask unanimous consent 

that the statement inay be read in lieu of the report. 
TeSEKR steeojeto oterqeto h
ThSEA R. sterojclntoheeustfte

gentleman from North Carolina? 
There was no objection.
The Clerk read the statement. 

Mr. RAYBURN (lnterrupting the reading of the state­
mnent). Mr. Speaker, this statement, of course, will -be 
printed In the RECORD. It is technical, it is 21 pages in 
length. I believe the House is not grtting a great deal out 
of listening to its reading. I therefore ask unanimous con'­
sent that further reading of the statement may be dispensed
with. 

The SPEAKER. Without objection, it is so ordered. 
There was no objection.
The SPEAKER. The gentleman from North Carolina is 

recognized for 1 hour. 
Mr. DOUGHTON. Mr. Speaker, the conferees have 

reached a full and complete agreement on the amendments 
which were in disagreement between the House and the 
Senate to the social-security bill. H. R. 6635. 

The Senate adopted 182 amendments to the social-security 
bill as it passed the House. Many of these amendments were 
o lrcladtpgahclntrtecagrgo
ofaceilan tygrpclntuth cagng f 
section numbers to make the bill comport with final action,
and were not very important.

The conferees have given careful and painstaking study 

to all the amendments adopted by the Senate in order that 
a workable and intelligent solution of the differences between 
the House and the Senate might be reached. The conferees 
wr nssin2 as aenvrkoncneest 
wr nssin2 as aenvrkoncneest 
work more assiduously, more unselflshly, or more deter­
minedly to bring bark to their respective Houses a report
that would be worthy of the subject under consideration and 
would be the best possible solution of the points in disagree­
ment between the two Houses. 

The Committee on Ways and Means also gave this bill, as 

you all know, long ar.d careful study before it was reported
to the House. and the bill was fully explained to the House 
at the time of its consideration by this body. 

As to the amendments that have been added by the 
Senate, most of them have been explained In the statement 
that has just been read by the Clerk. If there is any ques­
tinatonyfthmescalyhemprntnimjr
tonatonyfthmescilyhemprntnimjr
amendments, some of us will be glad to make the best 
explanation we can. 

M 
Mr TREADWAY. Mr. Speaker, will the gentleman from 

North Carolina yield me 5 minutes? 
Mr. DOUGHTON. Mr. Speaker, I yield 5 minutes to the 

gentleman from Massachusetts [Mr. TREADWAY].
Mr. TREADWAY. Mr. Speaker, the longer a man is a 

Member of the House the more Impressed he becomes with 

the fact that important legislation is the result of compromise.
The gentleman from North Carolina has referred to the 

long and tedious sessions the conferees have had on this very 
important bill; and It is a great pleasure to the minority
members of the conference to be in hearty accord with the 
majority in signing the report, as we have today. CApplause.]

Motfth cnrveswaoeraSaeam den 
Ms ftecnrvrywa.vraSnt mnmn 

which the House had previously rejected by a 2-to-i vote,
nasmely, the proposal that the Federal Government put up 
$2 to $1 of the first $15 for old-age pensions, That contro­
versy has finally been settled in accordance with the previous
action of the House. On other amendments there was, of 
course, a great deal of give and take. as there necessarily
hdt e 

I am very sorry to find ttat it Is necessary at this time to 
eliminate from the bill what Is known as the Massachusetts 
plan, malking possible a reduction in the unemployment t=z 
I wish some compromise could have been reached -on this 
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particular detail: but it is not dead-4t is simply resting until 
some future action on the part of the House takes place. 

The most important result of the conference. as I see it, 
is to make possible the freezing of the pay-roll tax at 1 per­
cent for the next 3 ytars. This will save something like 
$275,000,000 to employers and employees during 1940. 

Mr. COOPER. Mr. Speaker, will the gentleman yield? 
Mr. TREADWAY. I yield, certainly. 
Mr. COOPER. That, of course, is for the year 1940 only. 
Mr. TREADWAY. One year. 
Mr. COOPER. It is frozen at that figure for 3 years. 
Mr. TREADWAY. The freezing of the rate will beIn effect 

for 3 years. The saving during this time will be $825,000,000. 
The gentleman is correct. I was referring simpl~y to the 

year 1940. 
Mr. McCORMACK. Will the gentleman yield? 
Mr. TREADWAY. I yield to the gentleman from Mass­

chusetts. 
Mr. McCORMACK. And also the freezing of the unem­

ployment pay-roli tax on the first $3,000 results in a saving 
of $65,000,000? 

Mr. TREADWAY. Yes. 
Mr. McCORMACK. Which is permanent. There is no 

limitation on that? 
Mr. TREADWAY. I was coming to that. Then the pro­

vision relieving employers of the 90-percent penalty under 
the unemployment tax involves a saving for 1936, 1937, and 
1938 of $15.000.000 In addition. 

I think the House can be v'el pleased with the results that 
the conferees on the part of the House have been able to 
secure. While it has been a very long and tedious process, 
as I previously said, nevertheless, the chairman of the Com­
mittee on Ways and Means is most heartily to be congratu­
lated for the success of the conference, and I hope the con­
ference report will be adopted by unanimous vote. 

[Here the gavel fell.] 
The SPEAKER. Without objection, the conference report 

will be agreed to. 
There was no objection. 
A motion to reconsider was laid on the table. 

CONFERENCE REPORT ON SOCIAL SECURLITY 
Mr. DOUGHTON. Mr. Speaker, I ask unanimous consent 

to proceed for 2 minutes. 
The SPEAKER. Is there objection to the request of the 

gentleman from North Carolina [Mr. DoUGHTON]? 
There was no objection. 
Mr. DOUGHTON. Mr. Speaker, I thank the Members on 

both sides of the House for this expression of confidence and 
approval of the work of the conference committee. I feel I 
would be derelict In my duty, a very pleasant one, I assure 
you, if I did not express my thanks and appreciation to not 
only each member of the House conferees but especially to 
nmy good friend from Massachusetts [Mr. TREADWAY). who 
has labored faithfully and unselfishly, even to the extent of 
foregoing a trip abroad, in order that he might remain at hi~s 
post and discharge his duty. LApplause.l I especially extend 
my thanks to him for the fine sei-rlce he has rendered in con­
nection with the work of the conferees on this important 
measure. 

RECORD-HOUSE AUGUST 4
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mArNDKENTS TO SOCIAL SECURITY ACT--coNFZR&NCE REPORT 

Mr. EING. Mr. President, on behalf of the Finance Com­
mittee of the Senate, I submit a conference report on House 
bill 6635, proposing amendments to the Social Security Act. 

The VICE PRESIDENT. The report will be read. 
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The legislative clerk read the report, as follows: 

The cmmittee of conference 	 on the disagreeing votes of the 
two Houtes on the amendments of the Senate to 'the bill (H. R. 
6635) to amend the Social Security Act, and for other pu~poscs,
hainVrg met, after full and free conference. har:e avreed to recom-
mend lind do recommend to their respective Houses as follows, 

Tha1-t the Senate recede from its amendments numbered 1. 3. 4. 
22. 23, 57. 58, 69. 70. 103. 104. 117, 118. 153. 154. 166. 168. 169. 17, 
177. and 182. 

That the House recede from its disagreement to the amendments 
of the Saenate numbered 5. 6. 7, 8. 9. 10. 11. 12. 13. 14. 15. 16. 17, 18. 
19. 20. 21, 24. 25. 26. 27, 28. 29. 30. 31. 32. 33. 34, 35. 36, 37. 38. 39. 
41. 42, 43, 44, 45. 46. 47. 48. 49, 50. 51. 52. 553.54. 55. 56. 59, 60. 62, 
63. 64. 63, 66. 71. 72. 73, 74. 76. 77. 78. 80. 81. 84. 85. 86. 87. 88. E9. 
90. 91. D2. 94, 05. 96. 97. 08. 99. 100. 101. 102. 105. 106. 108. 109. 110, 
111. 112. 113, 114. 115. 116, 119, 120. 121. 122. 123. 124. 125. 126. 127, 
128, 129. 130. 131. 132. 133. 134. 135, 136. 137. 138. 139. 140, 141. 142. 
143. 144, 145. 146. 147, 148. 149. 	 150, 151. 152. 155. 156. 158. 159, 160. 
161. 162. 165, 167, 170, 171. 172. 173. 174. 175. 178. 179, and 101. and 
agree to the same, 

Amendmnent numbered 2: That the House recede from Its d!s-
agrteement to the amendment of the Senate numbvred 2. and ag~ree 
to thle same with an amendment, as follows: In lieu of the mate 
prcposrd to be inserted by the Senate amendment Insert the fol-
lowing: "including after January 1. 1940. methods relating to the 
establishment atid maintenance of personnel standards- on a merit 
basis, except that the Board shall exercise no authority with re-
aPzct to the selection, tenure 	 of off-ice, and compensation of any
individiual employed In accordance with such methods"; and the 
Sen~ate agree to the same, 

Amendment numbered 40: That the Hlouse recede from Its 
disagreement to the amendment of the Senate numbered 40. and 
agree to the same with an amendment. as follows: In lieu of 
the matter proposed to be Inserted by the Senate amendment 
!nsert the following: 

"(14) Service performed by an indivldual In (or as an officer 
or member of the crew of a vessel while it is engaged In) the 
catching, taking, harvesting, cultivating, or farming of any kind 
of fish, shellfish. crustacea, sponges, seaweeds, or other aquatic 
fo:rms of animal and vegetable life (including service performed 
by any such individual as an ordinary incident to any such ac-
tivity), except (A) service performed In connection with the catch-
Ing or taking of salmon or halibut, for commercial purposes, and 
(13) service performed on or in connection with a vessel of more 
than ten net tons (determined in the manner provided for de-
ter-mining the register tonnage of merchant vessels under the laws 
of the United States); or" and the Senate agree to the same, 

Amendment numbered 61: That the House recede from It& dis-
agreement to the amendment of the Senate numbered 61. and 
agree to the same with an amendmnset, as follows: In lieu of the 
matter propcsed to be inserted by the Senate amendment Insert 
the following: "and wildlife"; and the Senate agree to the samne 

Amendment numbered 67: That the House recede frcrn Its die-
agreement to the amiendment of the Senate numbered 67. and 
ag-ce to the same with an amendment, as follews: In lieu of 
the matter proposed to be inserted by the Senate amendment 
insrrt tbc following: 'including after January 1. 1940. methods 
relating to the establishment end maintenance of personnel, 
standards on a merit has's, except that the Board shall exercise 
no authority with respect to the selection, tenure of office, and 
compensation of any individual employed In accordance with 
such methods;" and the Senate agree to the same. 

Amendment numbered 68: That the House recede from its dis-
agreement to the amendment of the Senate numbered 68, and 
agree to the same with an amendment, as follows: In lieu of 
the matter proposed to be Inserted by the Senate amendment 
Ins?rt the following: "including after January 1, 1940. methods 
relating to the establishment and maintenance of personnel 
standards on a merit basis, except that the Board shall exercise 
no authority with respect to the selection, tenure of office, and comn-
pensatlon of any Individual employed In accordance with such 
mettods:" and the Senate agree to the same. 

Amendment numbered 75: That the House recede from Its 
disagreement to the amendment of the Senate numbered '75, 
and agree to the same with an amendment, as follows: In lieu 
of the matter proposed to be inserted by the Senate amendment 
insert the following: "Including after January 1. 1940, methods 
relating to the establishment and maintenance of personnel 
standards on a merit basis. except that the Board shall exercise no 
authority with respect to the selection. tenure of office, and acmr-
pensation of any individual employed In accordance with such 
methods;" and the Senate agree to the same. 

Amendment numbered 79: That the House recede from its dis-
agreement to the amendment of the Senate numbered 79, and 
agree to the same with an amendment, as follows: In lieu of the 
matter proposed to be Inserted by the Senate amendment insertngr 
the following: "including after January 1, 1940, methods relating 
to the establishment and maintenance of personnel standards 
en a merit basis, except that the Board shall exercise no authority
with respect to the selection, tenure of office, and compensation 
of any individual employed In accordance with such methods". 
and the Senate agree to the acme.feecreotbdips

Amendment numbered 82: That the House recede from its dis-
agreement to the amendment of the Senate numbered 82, and 
agree to the same with an amendment. as follows: In lieu of the 
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matter proposed to be Inserted by the Senate amendment insert 
the following: 

"1SEC. 508. (a) Section 531 (a) of such Act is amended by~­
(1) StrikinS out '$1,938,000' and inserting In lieu thereof 

_3530.000%. 
' (2) Striking out '$5.000' and ineerting In lieu thereof '*15,000'. 

"(3) Inserting tefoie the period at the end thereof a colon and 
the following: 'Prorided, That the amount of such sums appor­
ticned to any Stiate for any fiscal year shall be not less than 
$20.000'. 

-"b Section 531 (b) of such 	Act Is amended by striking out 
$102.000' and Inserting In lieu 	thereof '$150,000'." 

And the Senate agree to the same. 
Amendmen~t numbered 83: That the House recede from its dis­

agreement to the amendment of the Senate numbered 83, and 
agree to the same with an amendment as follows: On page 17. 
line 1, of the Senale engros:~ed amendments, strike out "$12,­
000.000" and insert "$11.000.000"; and the Senate agee to the 
seime. 

Amendment numbered 93: That the House recede from its dis­
agreement to the amendment of the Senate numbered 93, -and 
agree to the same with an amendment, as follows: In lieu of the 
matter proposed to be inserted by tile Senate amendment Insert 
the following: "(14) Service performed by ain Individual in (or as 
an officer or member of the crew of a vessel whtle it Is engaged In) 
the catching, takin:!, harrestung. cultlvattng, or farming of any 
kind of fish. shellfish. crustacea. sponges, seaweeds, or other 
aqIuatic forms of animal and vegetable life (including servlce per-
Iomdb n uhidvea sa riayicdn oaysc
activity), except (A) service performed In connection with the 
catching er taking of salmon or halibut, for commercial purposes. 
and (B) service performed on 	or In connection with a vessel Of 
more than ten net tons (determined in the manner provided fcr 
Determining the register tonnage of merchant vessels under the 
laws of the United States); or"; and the Senate agree to the same. 

Amendment numbered 107: That the House recede from Its dis­
agrezment to the amendment 	 of the Senate numbered 107. and 
agree to the same with an amendment, as foilowa: In lieu of the 
matter proposed to be Inserted by the Senate amendment insert 
the following: "and wildlife"; and the Senate agree to the aame. 

Amendment numbered 157: That the House recede from Its dis­
agreemnent to the amendment of the Senate numbered 157. and 
agree to the same with an ansendment. as follows: In lieu of the 

Imatter proposed to be Inserted by the Senate amendment insert 
the following: "and wildlife"; and the Senate agree to the same. 

Amendment numbered 163: That-.the House recede from its dis­
agreement to the amendment of the Senate numbered 163. and 
agree to the same with an amnendment.it as follows: In lieu of 
the! matter proposed to be inserted by the Senate amendment 
inseart the following: "including after January 1. 1940. methods 
relating to the establishment and maintenance of personnel 
standards on a nserit bas4 :. eazcept that the Board shall exercise 
no authority with respect, to the selectlcn. tenure of office, and 
compenstation of any individual. employed in accordance with such 
methods"'; and the Senate agree to the same. 

Amendment numbered 164: That the House recede from Its dis­
agreement to the amendment of the Senate numbered 164. and 
agree to the same with amendments as follows: On page 26. line 
12. of the Senate engrossed amendments, strike out "old-age 
assistance" and insert "aid to the blind". cn page 95. line 3. of 
thc House engrossed bill, strike out "clause (1) of"; in line 7. 
strike out "cause" and insert "subsection": in line 21. strike out 
"clause (1) of"; and on page 97. lines 18 and 19, strike cut 
", increased by 5 per centurn"; and the Senate agree to the same. 

Amendment No. 180: That the Hous-e recede from Its disagree­
ment to the amendment of the Senate numbered 180. and agree 
to the same with an amendment, as foLiows: In addition to the 
matter proposed to be inserted by the Senate amendment, on 
page 36, line 2. of the Senate engrossed amendments insert the 
foliowing new sentence: "No interest shill be allowed or paid on 
the amount of any overpayment refunded or credited by reason 
of the provislans of this section." 

And 	 the Senate agree to the same.
 
WILLIAMs H. KINs,
 
WALTER F. GEORGE,

DAsvm I. WALsm, 
ROaBERT M. LA FOLLrrz, JR,
ARTHua Cm-PER, 

Managers on the part 01 the Senaete. 
R. L. DouGcrross. 
mos. H. CuLLEN, 

.ioHxss W. MCORn nscz, 
,JER COOPExa, 
ALE T. TzzaAwAT, 
ft CRourrmR,

THosus A. JENKINs, 
n h atolteHue 

Mngr ntepr 1teRue 
the VICE PRESIDENT. The question is on agreeing to 

the conference report.
Mr. KING. Mr. President, 	it is important that the con. 

fasonasosbe.zehu 
feecrpotbdsoedfasooasosilTeh 	 r
of adjournment approaches, and It would be most unfortu­
nlate if the work of the Boil e and the senate during tuiw 
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session of Congress.-which resulted in the preparation of 
the so-called security measure n~ow before us-should prove
unavailing. The original Social Security Act was hailed by 
many American citizens as an important achievement, and 
its operations were regarded with more or less concern. It 
was hoped by its earnest supporters that It would meet the 
high expectations of the people and prove an important 
subject in the direction of promoting the general welfare 
of the people. Even those who were most optimistic con-
cerning its benefits and advantages recognized that imper-
fections would be discovered in its framework and in its 
administration, 

The Committee on Ways and Means of the House, early
in the session, addressed itself to the task of modifying and 
amending the provisions which had proved unsatisfactory.
The work of the committee was painstaking and met with 
general satisfaction. The bill came to the Senate and was 
ref erred to the Committee on Finance, which sympathetically
addressed itself to the study of the bill. Generally speak-
ing, I think it may be said that the Senate committee and 
the Senate Itself gave general approval of the measure as 
It came to the Senate. The Committee on Finance, after 
due consideration, reported the bill back to the Senate with 
a number of amendments, and the Senate, after considering
the work of the Committee on Finance, passed the bill after 
having made a number of amendments. I should say in 
passing, however, that most of the amendments were not 
of great importance, but many of them were rather of a 
clarifying or explanatory nature. Following the passage of 
the bill by the Senate, conferees were appointed by the 
House and the Senate for the purpose of considering the 
Senate amendments and with a view to reconciling any dif-
ferences found to exist between the two bodies. The con-
ferees met upon many occasions during a period of 20 days
and earnestly addressed themselves to the task before them,
Most of the amendments offered by the Senate were dis-
posed of within a few days but a number (and I might say
the most important ones) engaged the attention of the 
Sanate for a number of days thereafter. An agreement was 
finally reached and a report prepared to be submitted to 
the House and the Senate. 

The House has approved the report of the conferees and 
It is now before the Senate. 

There has been so much discussion during this session of 
Congress, and particularly during the past few days, that 
I shall pretermit any extended remarks in submitting the 
report for action by this body. I regret exceedingly that 
the report was not submitted by the distinguished chair-
man of the committee [Mr. HARRISON]. He and the able 
and distinguished Senator from Texas [Mr. CONNALLY] were 
not in agreement with the other conferees of the Benate 
with respect to an important provision in the bill. It is 
a great pleasure to state to the Senate that both of these 
Senators, with great zeal and earnestness, discharged the 
responsibilities resting upon them as conferees. They bat-
tled courageously and earnestly for all of the amendments 
which were adopted by the Senate, and made important 
contributions to the Perfecting of the measure which is now 
before us. 

One of the most controversial provisions of the bill was 
the so-called Connally amendment which had been adopted
In the Senate. For many days in the consideration of the 
bill this amendment was referred to and all of the conferees 
on the part of the Senate and the managers on the part
of the House considered this amendment. I emphasize the 
fact that the distinguished Senator from Texas [Mr. CON-
NiALLYr was the author of the Proposed amendment, and dur-
Ing the consideration of the bill while in conference he, with 
very great ability and zeal, battled to secure its adoption. As 
stated, the other Senate conferees stood with him and joined
In urging the managers on the part of the House to Yield in 
their opposition to the amendment, 

As I have indicated, after more than 20 days of discus-
slon--earnest, serious, and sometimes most vigorous-an 
agreement by the conferees of the House and the Senate 
was reached. 
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As stated above, the Senator from Mississippi [Mr. Hax­

aisoNI and the Senator from Texas [Mr. CoimNxLay] were 
unwilling to yield on the so-called Connally amendment 
and, as a result, the report submitted fails to have their 
signatures to the same. As I have stated, this I very much 
regret. It affords kne very deep and Profound regret not to 
have these two able and distinguished Senators parties to 
this conference report.

Mr. President, as I have indicated, the House accepted 
most of the Senate amendments, including those of great
importance. I think substantially all of the amendments 
adopted by the Senate, which were of magnitude, were 
accepted by the House. 

Mr. WAGNER. Mr. President, will the Senator yield?

Mr. KING. I yield.

Mr. WAGNER. I beg to differ with the Senator in re­

gard to that. I am not complaining, because I know that 
the conferees on the part of the Senate did everything
possible to uphold the amendments which I offered and 
which were adopted by the Senate. I regard them as exceed­
ingly important. One provided for a study, simila to that 
made by the Council on Old Age Insurance.' That study was 
of great use, and, I am sure, guided the committee in its 
deliberations and conclusions inpon the amendments which 
were considered and adopted by the Senate. I wanted a 
similar study to be made of the many complex issues of un­
employment insurance. I thought that was a very impor­
tant amendment which was n'nt kept In the bill. 

If I may refer to the other, it provided for a study of 
disability insurance. Under the law a very unfortunate sit­
uation exists. Those who might have contributed for 10 
or 15 years to an old-age insurance fund, because of illness 
and Inability to continue their occupation are left with­
out any aid at all until they reach the age of 65. if they do 
live that long, or may even be disqualified altogether.

Mr. KING. Mr. President, If the Senator desires to ad­
dress the Senate in opposition to the conference report, I 
shall be glad, after I have concluded my observations, to 
yield the floor to him. 

Mr. WAGNER. I merely wanted to call the attention of 
the Senator to the fact that I thought he was minimizing
the amendments which were adopted by the Senate with 
reference to the studies, because he said that the House 
agreed, except as to the Connally amendment, to all of the 
important amendmlents adopted in the Senate. I want to 
express, however, my appreciation of the Senate conferees' 
action in urging these amendments on the House conferees, 
as strongly and as long as they did. 

Mr. KING. Mr. President, every person regards his view 
as of primary importance. I appreciate the devotion of the 
Senator from New York to the social-security plan and to 
policies relating to labor and matters relating to the welfare 
of the country. 

Mr. WALSH. Mr. President-
The PRESIDING OFFICER (Mr. LA F'oLxzTrE in the 
ai)DosteSnorfmUahyldoteSntr

fharom MassachuettSentrfothyedt h eao 
Mr.mMaNs.aIhyield.? 
M.KN.Iyed 
Mr. WALSH. I Join with the Senator In what he has said,

in commendation of the devoted and able services of the 
distingui-shed and able chairman of the Committee on Fi­
nance, the Senator from Mississippi [Mr. HARRMSON1. Be­
fore he proceeds to another aspect of this conference report,
I desire to record my commendation of the tireless efforts,
the fine leadership, and devotion to duty the chairman of 
the committee exemplified during the long and arduous 
hours and days we have been preparing this legislation.
And what I have said about him applies equally to the 
Senator from Texas. Both these able Senators are entitled 
to the fullest praise and credit for the many beneficial pro­
visions embodied in this bill and whi1ch will be a distinct 
advance in the social-welfare program of the country. 

Mr. KING. Mr. President, with reference to the obstrv­
tions made by the Senator from New York [Mr. WAcwzal. 
may I say that the conferees upon the part of the Senate 
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urged the adoption of the amendment, but if I may oe per- without the necessity of action on the part of the conference 
mitted to speak of Members of the body at the other end committee. 
of the Capitol. the House conferees were adamant. In the The House has receded on the amendment to the unem­
statement which was submitted by the conferees on the part ployment-insurance provisions, the purpose of which was 
of the House the following appears: to allow the States to reduce their un~employment-insurance 

The managers on the part of the House also desire to state tbat contributions if a certain reserve fund has been attained 
there are two very important proposals to which the conferees and minimum-beneflt standards have been provided. It was 
gave a great deal of attention. These are the so-called Connally felt that further study and experience was necessary before 
amendment, providing for greater Federal matching in the case of suhatoculbeaen 
old-age assistance, and the Massachusetts plan which would enable suhatoculbeakn 
the States to make a State-wide reduction In unemployment corn- Mr. President, in my opinion a further study, of the social­
pensation contribution rates under certain conditions. The con- security system will call for additional amendments to the 
ferees believe that a comprehensive study of the subject matter Present law, as well as to the measure now before us. If it 
covered by these two proposals should be undertaken which will
enable the Congress to deal more intelligently with the problems shall be enacted into law. Imp~ortant measures dealing with 
involved than is possible at the present time, social relations and public welfare grow out of experience. 

Mr. President, It was the view, I believe, upon the part It is conceded by those who have given much study to social 
of the managers of the House, that it was unnecessary at prcblems and to plans akin to those found in social-security 
this time to undertake the study to which the Senator from legislation that mistakes are made and that through evolu-

New ork[Mr ut prpi-tionary development weaknesses are and elinij­WAGER]refrs, hatat amor discovered 
NewsimYor [M thr. sEtudrefers butthatda afmore eniroui nated. Undoubtedly Congress will grve further study to the 
toialusectime asfuther studywouldabe mradero thenethre provisions of the social-security law and, as stated, will, as 

contemplated by the Senator from New York. teyasg y idcagsncsayi re ome 
Mr. President, as I have observed, after prolonged discus- developing and changing conditions. 

sion by the conferees of the two Houses, substantially all of Mr. President, referring to the bill before us we find that 
the menmensoferd b theSente ereaccpte. ~ provision is made for taxing workers over age 65 and their 

believe I am not inaccurate in stating that all of the dif- emlyrbgnigJuay1199istdofaury1
fernce wee rconile, cotroersal 1940. It is these individuals who have already reached agelavig asol at-

teecswe;rht estareoclatin th amendmoent.a mas- 65 who will be the first to retire, but the present law disre­toain sonnley 
ter thaesatedi, reluct the gards for both benefit and tax purposes nil wages after 65,ith wsolwtrattheCnnlyamncmentha 
fou Saensated itnwas onyile ont thist point.anWe thlieved thereby making it most difficult for all these individuals to 
foro thenattitudnerof theledmanagers upoin th epartofeth qualify. This amendment has the approval of the Treasury 
Hrouse theattiunlessftheSenate erecde upon theartpoint the Department and the Social Security Board. 

he hatpoit, After discussion, agreement rahedHoue, hatunlss enae rcedd uon he considerable was to 
conference would end in failure; that is, there would be no provide that the States participating undel, the Federal 
legislation at this time dealing with social security, social-security program must provide a plan for the estab-

Without being critical of the managers upon the part of lishment and maintenance of personnel standards on a merit 
the House I feel constrained to say that they were uln- basis. And I am sure that will commend itself to my friend 
yielding ulmn the so-called Connally amendment, and if the the Senator from New York. and also to the distinguished 
Senate conferees had Insisted upon Its adoption, the con- Senator who is now occupying the chair [Mr. LA FoLL=IT]. 
ference would have ended in failure. The amendment worked out by the conference committee 

Mr. BORAH. Mr. President, will the Senator yield? provides, however, that the Board shall exercise no author-

Mr. KIRNG. Wiell. th eao dieu htteget ity with respect to the selection, tenure of office, or compen-
Mr. ORA. SeatoWil adise wat te geat sation of any particular employee appointed in accordancete s 

objection was to the Connally amendment on the part of with such State plan. These provisions will cover old-age 
the House? assistance, aid tc dependent children and the blind, unem-

Mr. KING. Mr. President, after hours and days of dis- ployment compensation, and maternal and child-welfare 
cussion, and consideration of the various views presented, sevcs 
it would be impossible in a limited time even to present a The conferees have retained the Increases made by the 
fragment of the multitudinous arguments which were as- Senate in the authorizations for appropriation for maternal 
signed by the managers upon the part of the House, but, and child-welfare services. However, Instead of the addi­
generally speaking, their view was-and I think I am in- tional $4,000,000 per year voted by the Senate for public­
terpreting their objection accurately-that it would disturb health work, this sumn has been cut to $3.000,000.per year. 
a system which had been adopted, and that if we began to The House bill increased the authorization for vocational 
modify the plan which was the basis of the social-security rehabilitation from $1,938,COO to $2,938,000. The Senate, as 
program, other changes would be made, which might ildtl- Senators will recall, struck out this provision and increased 
mately so mutllate it as to work its destruction, the authorization to $4,000,000. The conferees have agreed 

They had in mind, and It was suggested In the considera- upon the sum. of $3,500,000. 
tion of the conference, the condition of the social-security With respect to Indians under the public-assistance pro-
laws in Germany and In England. grams the Senate has receded from its amendment so that 

As Senators know, the social-security systems of the the situation is left the same as under the present law. In 
r-3untries referred to finally met with disaster; that is, they view of the many questions arising out of this amendment. 
failed to meet the requirements made of them., Their funds the House conferees felt that it was imperative that any 
were depleted and resort was had to their respective action on this subject be deferred until the Ways and 
treasuries. Reorganizations were Instituted and even then Means Committee could give more detailed consideration 
there were serious impairments of the plans provided, to the many ramifications of the proposal, 

in reply to the Inquiry from the Senator from Idaho, I Mr. President, the Senate has receded on Its amendments 
think I am accurate In stating that the'rmannagers upon to create advisory councils to study and report on unem­
the part of the House believed that to accept the Connally ployment insurance and disability benefits. It vws thought 
amendment would be an impairment of the social-security best, as I indicated a few moments ago, not to Include 
system which had, generally speaking, commended itself to reference to temporary councils in permanent legislation of 
the American people. They believed, as I interpreted their this kind. 
attitude, that we should give trial to the present law and Before concluding my remarks I should like to state that 
that to make such a material change in the theory upon the attention of the conference committee was directed to 
which the social-security, system rested would be unwise. the question of the effect of the definition of agricultural 

Both the House bill and the Senate bill provided for labor contained in this bill upon questions which have here-
raising the maximulm amount to be matched from $30 per tofore arisen concerning the meaning of the term "agricul­
month to $40, so this provision will be included In the bill tural labor" used Ini the present law. Agricultural labor Is 
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exempt under the present law, but the term Is not defined. 
The definition In this bill will not take effect until January, 
1, 1940. A number of questions Lave arisen as to whether 
particular activities are or are not within the meaning of 
the term "agricultural labor" under the present law. Some 
of these questions are now in litigation. It was the sense of 
the conference committee that these questions now In dis-
pute should be determined In the ordinary way, by the courts 
or otherwise, and that the Congress should not at this time 
attempt to indicate what meaning should be given to the 
term "agricultural labor" with respect to Its application 
before the time arrives for the new definition to take effect. 

Mr. President, I shall not take the further 'time of the 
Senate in discussing the report. While It may not me'et 
with entire satisfaction, I cannot help but believe that if 
the measure before us is enacted into law, it will be received 
with general satisfaction. It will prove of benefit to em-
ployers as well as to employees as it deals in a more gencrous 
and humane manner with various groups of persons who are 
brought within its terms. 

As I have indicated, the report meets with the approval 
of the House conferees and, as I am advised, it met with th~ 
unanimous approval of the House. The statement submitted 
by the managers upon the part of the House, which had 
been printed in the RECORD, sets forth in a very clear man-
ner the various amendments and the disposition made of the 
same. 

Mr. President, I1move the adoption of the report. 
Mr. HARRISON obtained the floor. 
Mr. CON-NALLY. Mr. President, I suggest the absence of a 

quorum. 
Mr. HARRISON. Will the Senator withhold his sugges-

tion? 
Mr. CONNALLY. Mr. President, I wish, so far as possible, 

that all Senators may hear the statement about to be made 
by the Senator from Mississippi.

Mr. HARRISON. I thank the Senator from Texas. I 
want the Senators to hear the statement of the Senator from 
Texas also. However, I hope the Senator will not ask for a 
quorum call at the present time, 

Mr. President, I find myself in a very embarrassing posi-
tion. Naturally one who has taken a great deal of interest 
in the formulation of a piece of legislation, such as the Social 
Security Act amendments, and has followed it through the 
meanderings of committee hearings, through debate on the 
Senate floor, and through a long conference between the 
House and Senate conferees, and who cannot subscribe to 
the report which was finally agreed to, should make an expla-
nation of his position. For that reason, and for that reason 
only, am I stating to the Senate the reasons for my failure to 
sign the conference report. 

Mr. President, I feel that the report embodies some far-
reaching and very beneficial provisions. In many respects
the legislation is of a highly constructive character. I will 
not take the time of the Senate by discussing in detail all of 
those particular provisions. I do desire, however, to mention 
briefly some -of the provisions which, as I have stated, I feel 
are of a very important character. Considerable tax relief 
is granted by the freezing of the old-age insurance pay-roll 
taxes, which becomes effective January 1, 1940, and should 
prove very helpful to our general economic situation. Tax-
payers are granted additional relief through the provision 
that only the first $3,000 an employer pays an employee for a 
year is taxed under the unemployment-compensation pro-
visions. This provision already exists with reference to old-
age Insurance. Tax penalties against the taxpayer are 
greatly modified and past delinquencies are adjusted. The 
legislation eliminates the so-called nuisance taxes which have 
been collected from fraternal and other nonprofit organiza-
tions. The old-age insurance provisions adopted by the 
House and further liberalized by Senate amendments, and 
agreed to in conference, will greatly help those who have 
already reached the age of 65 and will give them a chance to 
earn retirement quickly. 
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The amendments liberalize the present law by increasing 

old-age insurance benefits, and also provide benefits for the 
wife, the surviving widow, the children, and, In some In­
stances, the parents of deceased wage earners. The report
contains increased authorizations for many very worth-while 
services, Including maternal and child health, public health 
work, services to crippled children, and vocational rehabilita­
tioni. All of these are splendid contributions to social ad­
vanccment. The change from one-third to one-half of the 
Federal share of costs in granting aid to dependent children 
will be extremely beneficial. Some assistance to the poorer 
States is provided in the new basis of sharing the cost of 
Federal administration of the State public-assistance pro­
grams. The legislation clarifies the present situation which 
exists with reference to the definition of agricultural labor. 

Mr. President, I si-ould have been delighted to have signed 
the report. However, I was greatly interested in the prin­
ciple embodied in the Connally amendment, and because of 
the failure on the part of the House conferees to permit the 
amendment to be reported to the House for a roll-call vote, 
and their failure to accept the Connally amendment, either 
in the form agreed to by the Senate or in some modified 
form, as suggested by the Chairman of the Social Security 
Board, which reduced the amount carried in the original 
Connally amendment from $120,000,000 to around $13,000,000 
annually, I could not subscribe to that method of procedure. 
and, therefore, I felt I could not s~gn the report. 

Mr. LA FOLLETI'E. Mr. President, will the Senator 
yield? 

The PRESIDING OFFICER (Mr. WAGNER In the chair) 
Does the Senator from Mississippi yield to the Senator from 
Wisconsin? 

Mr. HARRISON. I yield. 
Mr. LA FOLLETTE. Mr. President, I should like to say, 

as one member of the committee, that It was a matter of 
deep regret to me that the Senator from Mississippi [Mr. 
HARRISON] and the Senator from Texas [Mr. CONNALLY] did 
not feel that they could conscientiously sign the report. I 
should like to say for the RECORD, in case in the future any­
one should be searching it and not find the names of the 
Senator from Mississippi and the Senator from Texas upon 
the report, that I accord to them a full measure of credit 
for any of the improved features which were put In the bill 
by the Senate Finance Committee, or which were put in the 
bill on the floor of the Senate, or were obtained after a long 
and protracted conference as concessions from the managers 
on the part of the House. 

Mr. HARRISON. I thank the Senator from Wisconsin. 
Of course the big question which wrought the sharp differ­
ences between the conferees of the House and those of the 
Senate was over the so-called Connally amendment. 

Mr. President, it would have been easy, for the House con­
ferees to take the Connally amendment back to the House 
and obtain a roll call vote on it. I went so far as to say 
that if there had been an opportunity afforded the House to 
vote, and if on a yea-and-nay the House had turned down 
the Connally amendment, I would then have been willing to 
sign the report. I am sure the Senator from Texas took the 
same position, as did other Senators on the conference corn­
mittee. All the Senate conferees appealed to the House con­
ferees to do that; but they were adamant and refused. 

Mr. President, I think I know something about the rules 
of the House. I once served in that body. The House has 
not changed its procedure under which conferees may bring 
in a partial report and obtain a vote of the House on any 
particular matter in disagreement; but the House conferees 
refused to do that. I do not presume to dictate the course 
of action which must be followed by House conferees, but I 
could not sign the report under those circumstances. I pre­
mume the House conferees considered that a matter of prin­
ciple was Involved, but I cannot see any great principle In­
volved in the 50-50 matching provisions of the present law. 

I The social-security bill itself contains other bases of grants-
In-aid to States. The issue of making a more reasonable 
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provision for the Federal share of assistance to the aged will 
be before the country until better provision is made. It 
would not destroy but would preserve this great social-
security system if, in the poorer States, the Federal Govern-
ment made a little larger contribution, 

I, for one, do not subscribe to the Townsend plan. My
friend from California [Mr. Dowwqzy] recently made a very 
eloquent speech in support of it. I have opposed, and Will 
continue to oppose, this plan because I do not think It work-
able or practical. However, I believe that when the people 
of my State, or any other poor State, cannot provide more 
than six or seven dollars a month from a combined Federal 
and State contribution, the Federal Government should come 
in and contribute in the ratio of at least 2 to I up to $15, 
or some like amount. 

I know that the House conferees felt that there had been 
a vote In the House on this question. In the consideration 
of the bill in the House an amendment had been offered 
which carried a Federal contribution of 4 to 1 for old-age
assistance. That amendment was voted down, but It was 
voted down by a teller vote, not a roll-call vote. Then an 
amendment was offered providing a 3-to-1 contribution, and 
later an amendment was offered providing a 2-to-i contri-
bution on the part of the Federal Government. but each 
amendment was voted down in the House. However, in the 
Senate we went on record. Every man showed his colors, 
Why should the House membership be protected by not 
having a record vote on the Connally amendment? 

Mr. CONNALJY. Mr. President, will the Senator yield? 
Mr. HARRISON. I yield. 
Mr. CONNALLY. I ask the Senator if it is not his view 

that if the Senate conferees had insisted on the House con-
ferees taking the amendment back to the House for a vote,

we soul ahav obaind he HuseoteIn we soul haevoeotaiedi th Hoseconference 
Mr. HARRISON. Mr. President, there is often a division 

among Senate conferees. I do not desire to criticize any of 
my colleagues. My own personal view is that i* there had 
not been a suffcient number to sign the report the House 
conferees would have taken the amendment back to the 
House. I am assuming my own responsibility for not sign- 
ing the report. I was strongly in favor of the Idea expressed 
in the Connally amendment. However, there Is so much 
good in the report, and so much that will be of benefit to 
the working people of the country as well as to the tax-
payers, that I shall vote for the report If it comes to a roll 
call. 

Mr. President, I want the Senate and the country to know 
that I shall also continue to exert my efforts toward a real 
liberalization in Federal contributions for old-age assistance. 
It would have been a narrow and partisan view to have 
voted against the larger pension which will be shared 
equally by Federal funds, though it benefited only those in 
richer States. I feel that Members of the House as well as 
my colleagues of the Senate will be equally generous with 
those citizens of our country In the poorer States. 

Mr. PEPPER. Mr. President, will the Senator yield? 
Mr. HARRISON. I yield, 
Mr. PEPPER. I ask the Senator If he does not think 

that the Senator from California [Mr. DowN-EY], the Sena-
tor from Florida [Mr. PEPPW,1 and other proponents of the 
Townsend plan owe a debt of gratitude to the committee for 
the impetus it has given to the Townsend plran by the 
action which the Senator did not approve? 

Mr. HARRISON. I think the action taken in the report, 
refusing to give larger Federal assis mene to the States, will 
give great encouragement to those who shout and talk and 
plead for increased old-age pensions along the lines of the 
Townsend plan. It was with the idea of helping the poorer 
States which cannot help themselves, that I supported the 
so-called Connally amendment In the committee and fought 
for it on the floor, even against my own committee, 

Mr. RUNG. Mr. President, will the Senator yield?
Mr HARRISON. I yield. 
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Mr. ]ING. Is It not true that day in and day out all the 

conferees on the part of the Senate insisted upon the Con­
nally amendment? I know that up to the last moment I 
pleaded with the House conferees to take the matter back 
to the House and obtain a vote. I do not think I am be­
traying any, confidences when I say that the conferees on the 
part of the House stated that they would not under any cir­
cumstances take the matter back to the House, and that if 
the Senate conferees Insisted upon their view there would be 
no bill. 

Mr. HARRISON. The Senator insisted, up to the last day, 
that the House conferees take the amendment back to the 
House for a vote. 

Mr. SCHWELLENBACH. Mr. President, will the Senator 
yield? 

Mr. HARRISON. I yield, 
Mr. SCHWELLENBACH. The Senator will remember the 

question which I raised in connection with the bill concern-
Ing employees in the fishing Industry.

Mr. HARRISON. Yes. 
Mr. SCHWELLENBACH. Would the Senator object to 

stating briefly for the RECORD the result of the conference In 
that connection? 

Mr. HARRISON. The measure as finally agreed upon In 
entirely along the lines of the Senator's suggestion. The 
limitation as to tonnage of vessels employed in that industry 
is even lower than the tonnage we discussed. I have forgot­
ten the exact figure of the Senate as to the tonnage. 

Mr. KING. The figure was 20 tons. 
Mr. HARRISON. I believe it was reduced to 10 tons. The 

ariendment was broadened from the viewpoint of the Senator 
from Washington. 

Mr. SCHWELLENBACH. Mr. President, I wish to expres 
tothe Senator from Mississippi and other members of thecommittee may appreciation of the very sympa­
thetic and clear way in which a study was made of this sub­
ject. It was unfortunate that when the bill was brought Into 
the Senate it was subject to criticism. Having confidence in 
the Senator from Mississippi, I permitted the Senate amend. 
ment to be adopted, even thcugh I was opposed to Ut. he hay-
In assured me that the subject would receive study, and that 
if the Senate amendment were in error the error would be 
corrected. I wish to say that the Senator from Mississippi 
and the employees of the committee cooperated fully In the 
study of the subject. 

Mir. E3NG. Mr. President, the tonnage was reduced from 
400 to 20 tons; and the Senator will find a full explanation on 
page 2 of the report. 

Mr. HARRISON. Mr. President, that Is all I have to say. 
Mr. GEORGE. Mr. President, I desire to say just a word. 
First, I wish to direct my attention to a statement made 

In the report by the Finance Committee to the Senate when 
the social security bill was reported to the Senate, and a 
similar statement-in fact, Identical-which was contained 
in the report submitted by the House Ways and Means Comn­
mnittee to the House of Representative&. 

The matter to which I refer has to do with the definition 
of farm labor, particularly as it applies to maple sirup, gum 
turpentine, and rosin. The conference committee made 
supplemental statement in the conference report to the 
House upon that question; and the Senator from Utah [Mr. 
Kn=Gl, who has submitted the report to the Senate, likewise 
has incorporated the statement in his report. 

The purpose of bringing this matter to the attention of 
the Senate Is to comment on the definition of farm labor. 
Farm labor, of course, is excluded from the Social Security 
Act. The definition is somewhat broadened or clarified by 
the provisions of the House bill, which provisions were not 
amended in the Senate. In the report it was stated that 
after January 1, 1940, certain workers would not be In.. 
cluded in the Social Security Act because thereafter, by 
virtue of the amendment, they would become farm laborerm. 

It so happens, Mr. President, that litigation had arisen 
with, respect to the producers of gum turpentine and rosin 
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and had been going on for several months; and the state-
ment, therefore, might have been interpreted as an opinion
by the committee that under the original act the producers of 
gum turpentine and rosin were not, in fact, farmers, and 
were subject to the pay-roll tax. So that the statement 
now submitted by the managers on the part of the House 
and on the part of the Senate Is to the effect that it Is not 
the Purpose of the Congress In clarifying and broadening
the definition of farm labor, to affect adversely pending
litigation or the question Involved In pending litigation, 

In that connection, I wish to make a further statement, 
The producers of gum turpentine and rosin have been recog-
nized as farmers, and the laborers employed by them as farm 
laborers by act of the Congress. In the Farm Agricultural
Marketing Act approved August 15, 1929, as amended by the 
act approved March 4, 1931, they are expressly classed as 
farmers. In the Soil Conservation and Domestic Allotment 
Act the producers of gum turpentine and rosin are recognized 
as farmers, and, under the soil-conservation program, they 
are receiving benefits. Furthermore, they are expressly rec-
ognized as farmers In the terms of the Wage-Hour Act. 
Likewise, they have been the recipients of loans by the Coin-
nmodity Credit Corporation, and only the producers of farm 
products are eligible under the act of Congress for loans 
under the Commodity Credit Corporation Act, 

So, Mr. President, it seems proper that some note be made 
of the insertion in the report filed by both the Ways and 
Means Committee and the Senate Finance Committee on 
the social security bill when the bill was laid before the 
respective Houses for action. It Is not the intent of the 
Senate Finance Committee, at least, and it may be stated 
with reference to the Ways and Means Committee, to pre-
judge the contention made, continuously insisted upon and 
now insisted upon, in the courts by the producers of gum
turpentine and rosin that they are, in fact, farmers and are 
not within the terms of the act. The statement made in 
Finance Committee report was inadvertently made. 

Mr. President, I desire to make a further statement. The 
Senator from Utah [Mr. KING] has called the attention of the 
Senate to the fact that the conference committee on the bill 
proposing amendments to the Social Security Act has been In 
session for 3 weeks. Among the most difficult of the amend-
ments considered by the conference was the Connally amend-
ment. There were many other amendments on which there' 
was, of course, prolonged discussion by the members of the 
conference. The distinguished chairman of the committee 
of the conference on the part of the Senate, the Senator from 
Mississippi [Mr. HARRISON], In the Finance Committee, on 
the floor of the Senate, and In the conference steadfastly,
ably, and conscientiously insisted upon the retention of the 
Connally amendment. I myself supported that amendment 
in the Finance Committee and on the floor of the Senate, and 
In the conference. 

I may say, I think, without any impropriety, that I never 
voted to recede from insistence upon the Connally amend-
ment. I believed that the principle was sound, and I believed 
it was advisable to insert the provisions of the Connally
amendment in the old-age benefit provisions of the Social 
Security Act. I still believe so, because the wide Inequality
of treatment of our old people by the Federal Government, 
based upon any premise that may be imagined, cannot be 
maintained permanently as a part of our law. It Is true 
that the Inequality of treatment of the worthy aged people
in the several States Is predicated upon the failure of the 
States to make adequate provision or to match the full con-
tribution which the Federal Government itself Is authorized 
to make; but I said on this floor, and I now repeat, that It 
does not matter whether that is true; there Isthat inequality;
it is inequality between American citizens, 'and It Is no an-
swer to say that, because the State has not done so and so,
therefore the Federal Government was not called upon to 
do so and so. when the Federal Government established thi.1 
system and Invited the States to come In, believing, of course, 
that the States would all make a. contribution under the law 
as It was passed of $15 per month for their worthy aged
citizens and thereby make available the $15 which the Fed-
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eral Government was authorized to provide. Under the con­
ference-report agreement now before the Senate, the amount 
has been increased to $20 per month; but, as a matter of 
fact, some of the States have not contributed $15 per month 
or anything like it; as a matter of fact, some of the States 
are not able to pay $15 per month. But it does not make any
difference, In my judgment, so far as the Issue is concerned, 
whether the States are unwilling or unable to match the full 
Federal contribution or-at least so much of that contribution 
as will provide the bare physical necessities to the aged peo­
pie of this country who are eligible under both State and 
Federal law. 

So, I believed In the Connally amendment; and I still 
believe In it. It would have given at least a minimum ben­
efit to the aged people of each State, a minimum that 
would have, at least, taken care of what may be described, 
even strictly, as the barest necessities of life. But we failed 
in the conference to induce the House conferees to accede 
to that amendment and to recede from the position taken 
by the House. 

The distinguished Senator from Mississippi has already,
made a statement regarding the effort to induce the House 
conferees to take this amendment back to the House of 
Representatives for a vote. I will not repeat that, but I do 
wish to say that, so far as the Senator from Mississippi
[WM. HARRISON] and the Junior Senator from Texas [Mr. 
CONNALLY], the author of the amendment, are concerned, 
and so far as I am concerned, we insisted upon the amend­
ment to the last, and certainly no two Senators could have 
presented with more ability, more earnestness, and more 
seriousness the position taken by the Senate in its vote 
upon the Connally amendment than did the distinguished
Senator from Mississippi and the distinguished Senator 
from Texas. 

Mrt. CONNALLY. Mr. President, I happen to have been 
one of the Senate conferees on the bill proposing amend­
ments to the Social Security Act. I diid not sign the con­
ference report, and I want the Senate and the country to 
know why I did not sign it. 

The attitude of the House conferees from the beginning 
was that of stubborn resistance to permitting the House to 
have an opportunity to vote by a record roll-call vote on 
the so-called Connally amendment. That was soon appar­
ent to every Senate conferee who attended the conference, 
as they all did. Knowing that attitude of the House, I felt 
that a mere request of the Senate conferees that the House 
conferees take the amendment back to the House for a sep­
arate vote would be entirely futile and of no effect. 

If four of the Senate conferees had stood their ground 
as they stood it throughout the deliberations up until the 
last conference, I feel confident that the House of Repre­
sentatives would have had a chance to vote upon this 
amendment; and if it had had such a chance, and had 
rejected the amendment, my feelings about the matter 
would be very different from those which I entertain at the 
present moment. With all due deference to my colleagues 
on the conference committee, I feel that the Senate con­
ferees, in undertaking to carry out the mandate of the 
Senate, should have insisted and demanded that the House 
conferees take this subject back to the House of Repre­
sentatives for a separate vote.' That, however, was not done. 

Mr.' President, two very Important amendments were 
pending before the conference. One was the so-called Con­
nally amendment. The other was an amendment moving
back from 1940 to 1939 the coverage into the old-age insur­
ance system of about 250,000 persons who will become 65 
years of age during the present year, and are not covered 
by the present law; but under the Senate amendment they
will secure old-age assistance for their allotted period, to 
the cost to the fund of $695,000,000. That $695,000,000
does not come out of the 'Treasury of the United States, but 
comes out of the trust fund accumulated by the payments
by employers and employees under the -old-age Insurance 
system. The effect of the amendment is to take $695,000,000 
out of that fund and give It to persons, who under the 
present law are not entitled to old-age insurance, and take 
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It away from those who are paying It In now, and expect
to get the benefits In- future years. Had they not been 
brought in-they have paid for insurance for only a year 
or two-.under the present law they could have applied for 
What they had paid in upon becoming 65, and could have 
received its return; but instead the other amendment brings
them in, 250000o of them, and hands them $695,000,000 out 
Of the trust fund. That amendment was the price of the 
rejection of the Connally amendment. The House accepted
that Senate amendmnent, and then, as the price of It, thy

killd aendm~ntbyte Conaly te cang of ttiudekildthepatCfoneal ofmtendmenatebconerees, fatitd on tepr foeo h eaecnees 
Mr. President, I now desire to talk a little while about 

the Connally amendment. I thank the distinguished Sen-
ator from Mississippi [Mr. HIIARIsoN] and the distinguished
Senator from Georgia [Mr. GEORGE] for their very generous
and kind remarks with respect to the amendment. 

Under the present Federal law it is provided that for 
old-age assistance the Federal Governmient simply pays to 
the beneficiary the same amount that the State In which he 
resides may pay him. Under that system a rich State re-
ceives More, and a poor State receives less. It receives less 
when it needs more-and It gets more when it needs less. 
The President of the United States has indicted the pres-
ent system. The President of the United States, in trans-
mitting to the Congress of the United States the report of 
the Social Security Board, drew an indictment against the 
present system when he said-I read from the President's 
message of January 16, 1939-

I particularly call attention to the desirability of affording
greater old-age security. The report suggests a twofold ap-
proach which I believe to be sound. One way Is to begin the pay-
ment of monthly old-age insurance benefits sooner, and toliberalize the benefits to be paid In the early years. The other 
way-

I want Senators to listen to this. I want the House of 
Representatives, which did not have an opportunity to 
vote upon this question, to listen to this. I do not care 
about the House conferees listening to it, because it would 
have no effect upon them. They assumed to act without re-
ferring this matter to their own body, whose commission 
they bore. Whether they feared the result there, or whether 
It was simply a spirit of self-opinionated, aggressive action 
on the part of the House conferees, I am not prepared to 
say. But what does the President say? 

The other way Is to make proportionately larger Federal grants-
In-aid to those States with limited fiscal capacities, so that they 
may provide more adequate assistance to those in need. Thisivsult can and should be accomplished in such a way as toIn 
volve little, if any, additional cost to the Federal Government. 

Mr. resden,re hetoseord ofthe resden ofthe
Unit. Staesidnt those aoredth words of thendeidtent of the 

presnt 0-5sste.machigHesay itIs ot airnot 
pnesoemny words, sythemreul hsasI Isuggetio fisrthatbutchn of

in o utmnyheresltors, f is uggston s tat
the present 50-50 system of old-age assistance matching is 
not just and is not sound. 

What Is the attitude of the Social Security Board? The 
Social Security Board recommended that there be a variable 
grant with reference to old-age assistance. This is what the 
Social Security Board said in its report, which was tras 
mnitted by the President: 

VARISSLE GA2IM 
Federal grants-in-aid under the three public assistance provisions

of the Social Security Act will total approximately a quarter of a 
billion dollars during the current fs~cal year. These grants are
made to a11 States on the same percentage basis, regardless of the
varying Capacity among the States to bear their portion of thiscoat. The result has been wide difference between the States, 

I am glad the Senator from South Carolina [Mr. ByiuNrsl
has entered the Chamber, because in a moment I propose to 
make reference to his activity. 

The result has been wide difference between the States, both in 
number of persons aided and average payments to Individuals,
Thus In the case of old-age assistance the number of persons being
aided varies from 54 percent of the population under 65 years
of age in the Stats with the highest proportion to 7 percent in
that with the lowest proportion. Similarly State averages forDa., t to needy old raeoe fro about4 6n pe Mont 
'to U. 
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These are not my wards. These are the words of the social 

Security Board, which is supposed to know more about this 
system than anybody else. These are the words of the Presi­
den'. of the United States In approving the attitude of the 
Board: 

While these variations may be explained In part on other 
grounds, there Is no question that they are due In very large 
measure to the varying economic capacities of the States. 

The Board believes that It is essential to change the present 
system of uniform-percentage grants to a system Whereby the per­
centage of the total cost In each State met through a Federalgrant would vary In accordance With the relative eco~noMIcapacity of the State. There shorad, however, be a minimum and 
maximum limitation to the percentage of the total Coat in a State 
which will be met through Federal granta. 

The junior Senator from South Carolina (Mr. BTanuoi,
after his very fine work on the unemployment committee. 
filed In the Senate a report proposing the adoption by the 
Congress of the theory of variable grants in olld-age assist­
ance. He is entitled to great credit for the work he has done 
along that line. When this bill was In the Finance Comn­
mittee. consideration was given both to the plan proposed
by the Senator from South Carolina and to the amendment 
which I afterward offered. There was no difference between 
us as to securing results; but because of there being so many
objections to the theory of variable grants, on the theory
that it would give some States proportionately more than 
others and would thereby, take money from the richer States 
and hand It over to the so-called poorer States, it was felt 
that my amendment, which treats all States alike and gives 
to each the same percentage, probably would command more 
support. Therefore, when the bill reached the Senate I
offered the amendmient which provides that the Federal 
Government shall contribute $2 to the State's $1 up~to the 
amount of $15, and that thereafter there shall be an equal 
division as between the State and the Pederal Government. 

Mr. President, what Is the present system, and what Is 
the result In the various States? I hold in my hand a table 
showing the amounts received, average payment per re­
cipient of old-age assistance, for June 1939, which la the 
latest available report. 

What is the result, under the present matching system.
of old-age assistance in the various States? There are 16 
States, I believe, which are now paying jointly, between both 
the Federal Government and the State Government, less 
than $15 a month. Half of these sums are paid by the
Federal Government and half by the State governments. 

For instance, the State of Connecticut pays $26.03. In
other words, in Connecticut, out of the Federal Treasury, 
out of money which all the people pay, out of taxation con­
tributed by the poor States as well as the rich States, out of 
money contributed by every little fellow who buys a gallon
of gasoline for 'his old, worn-out Ford. out of that kind of money the Federal Government pays $13 to the old-age
recipient in the State of Connecticut, and rays $3.01 to the 
same sort of an Individual residing in the State of Arkansas.
Is that a balanced program? Is that equality? 

Is that carrying out the theory of real old-age assistance 
and generosity through this system we have inaugurated?

in the State of Maine the Federal Government pays
$10.26Y/2 per capita. In Massachusetts it pays $14.16Y2. In 
New Hampshire it pays practically $12 a month. In Rhode
Island it pays $9.46. In New York the Federal Government 
pays half of $23.57. In Delaware, however, it pays O5A43If an old fellow happens to live over on the Delaware 
border, in Delaware, the Federal Government saMs "You 
need only $5.48 of Federal money., If he lives a quarter at 
a mile farther west, over on the Pennsylvania side, the Fed­
eral Government says, "Old fellow, I will give you $10," as 
against what Is received by the man a Quarter of a mile 
away, who resides in Delaware. It is the same Federal G)ov­
ermient, the same sort of an Individual, a citizen of the 
same Republic, occupying the same standard of need. Occ
cupylag the same condition of want, but the PFederal Govern.. 

gvst h n mutadt h tement gie oteoealargeamutndothotea

81120l amlouint.
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Within the District of Columbia the Federal Government Is a man's want any less, if be lives in circumstances of 

pays $12.78. In Maryland the Federal Government pays penury. whether he resides in Alabama or resides in New 
one-half of $17.42, whereas in North Carolina the Federal York? Is there any climatic condition with respect to this 
Government pays the same sort of an individual one-half system which makes it any easier for an old man to get bread 
of $9.59, or $4.79, as against $8.70 in the State of Maryland. and meat in Florida than In Colorado or in California? No, 

I am sorry the Junior Senator from Virginia [Mr. BYRD] Mr. President; but that Is the system. 
is not in the Chamber at the moment. In Virginia the man I shall not weary the Senate by detailing all the States in 
who is in want, the old citizen 65 years of age, gets out of which old-age pensioners get less than $15. Under the 
the Federal Treasury $4.81, while a citizen similarly situ- terms of my amendment every State in the Union would be 
ated. if he happens to be a resident of California, would get treated exactly as every other State. My amendment would 
$16 out of the Federal Treasury, stimulate and lift up the ones in the very low bracket to 

Mr. DOWNEY. Mr. President- somewhere near a decent level. It would make possible, in 
The PRESIDING OFFICER (Mr. DAvrs in the chair), my opinion, the payment of at least $15 a month to every 

Does the Senator from Texas yield to the Senator from old-age pensioner In the United States. From then on the 
California? States and the Federal Government would contribute equally 

Mr. CONNALLY. I yield, in additional payments. 
Mr. DOWNEY. Let me make this comment, that under Mr. President, I ask to h,"'e this table printed in the 

the amendments about to be accepted the amount in Call- Rzcolm. 
fornia will automatically be lifted to $20. There being no objection, the table was ordered to be 

Mr. CONNALLY. Exactly. printed in the RzcoRDl, as follows: 
Mr. DOWNEY. So that the senior citizen in Californial Average payment per recipient of special tyjpes of public asustance 

will be getting really about six or seven times as much as in States with plans approved by the Social Security Board, by 
those In Virginia, and I may say to the Senator from Texas regionls and States, June 1939 
that we in California do not want to take advantage of the [Data corrected to July 15, I939 
other States in the Union. Ivrg Dam eat recipient for 

Mr. CONNALLY. I thank the Senator from California .19 9 
for his very helpful suggestion and for his interruption. Region Iand Btate 

Under a provision of this bill the maximum contribution Old-age Aid La Aio o h 
has been raised to $40 a month, instead of $30 a month, and fissIh dependent ln 
States like California, which are able to avail themselves of Ann ChildftflI 
it, no doubt will avail themselves of It, and, as a result, the Total------------------ ------------ $19.42 831.19 32. 15 
old-age pensioner In California will get $20 out of the Fed­
eral Treasury as against $3 in Arkansas, and $4.70 inte osn 1:~--------------80--------80 
State of Virginia. That is what will happen. That is hap- Maine----------------------------------21.5&I -- 7.-- 93.0a 
pening under the present system, under this system which is Massachumettq-------------------------- 2&33 58 96 22.30

New Hamp-'hire------------------------- 23. 4 40.44 22151 
so sublimated and so perfect that we must not lay our Rhode bsland----------------------. laoS 46.27.........-­

Vermont ------------------------.. 1 20.08I&09 20).98

hands upon it at all. Rxtcrionll1: 23.57 47.52 24.20New York:--------------------


Mr. President, if the measure of responsibility is to be iii:
Rtegion

according to the ability of the States and their economic Delaware ------------------------------- 10.06 s0.89.........-­

Newlersey ----------------------------- 19.50 29.72 21.80 
condition, why did the Federal Government ever invade the Pennsylvania---------------------------- 21.34 3&111.........-­
field of old-age assistance? Why did it not leave it to the Region IV:25 31 28District 2.5 2&ofColumbia...............- 4321 

States? Why did It not say to the States, "Raise your own Maryiand ------------------------------ 17.42 30.82 21.04t 
money, and disburse it among your old-age citizens"? But North Carolina-------------------------- 09.50 13.3 14.9it

Virgini--------------------------------- 9.51 22.51 13.05
the Federal Government steps in and says, "This is a Fed- Weal Virginia.--------------- -------. 13.53 21.05 16.27 
eral responsibility, at least to some degree." It says, "The RegionVentucky......................- .6 -------- - ----­
Federal Government has an interest in this matter. We Michigan------------------------------- 18.44 34.10 2.322 

Ohio ----------------------------------- 22.57 3&.84 19.75

will set up a Federal system," a system which practically Region VI.. 
coerces and influences every State to come into the system. Il no .. ..----------------------------- 19. 23............ .......


thIibs ae iiu poiin ihrsett ndiana.------------------------------- 17.17 27.48 1969
and te tmksteeptflpoiin ihrsett Wisconsin ------------------------------ 21.20 38.81 22.78 
the amount each State will receive. Region vii:

.Alabama------------------------------- 09.29 12.4 1188
Mr. President, in West Virginia the Federal Government Florida--------------------------------- 13.88 25.72 14.d0 

pays its old-age pensioners $6.76. In Kentucky the old-age Georgia--------------------------------- &12 20.49 l0.01 
pensioner receives $4,325 of Federal money. Michigan, South Carotina --------------- 818 18.23 10.99 
which is richer, has drawn a lot of its riches from the con- --------------------- ~ 13.21 15.33 14.89Trennesse 


Re ~----------------------tributions of Kentuckians, who ride in automobiles, and 'Iowa 99 ------ 2&31 
who buy articles from Michigan: yet the old-age pensioner Mionesuta ------------------------------ 2D.867 31 13 23.15 

inKnuk eevs$.2 saant$.2i h tt f Nebraska.------------------------------1I&.45 24-18 1&192in enuck $.22inth Stteof North Dakota--------------------------- 17.70 32.34rceves$4325asagins 19.72
Michigan. Every old pensioner in the State of Michigan South Dakota- ~-----18-.------- &30-------------- 17.08 

Rerion IX: 
.--­

gets practically $2 of Federal money for every dollar of Arklansas ------------------------------- &02 a.14 8.as 
State money. Yet Senators say it is unfair to provide that Kansas..............................---- 17.67 2&86 I&YJ
 

Mi~ssourl------------------------------- 18&.77 10.27.........-­
we shall reverse that proposition and pay him $2 of Federal Oklahoma--------------------------- 17.72 1102 14.72 
money for each dollar of State money up t:: a maximum of Region X: l.2 2.9 14

$1.oAuisiana --------------- f 2 1.9 . 
$1.New Mexio--l-- ---- 11L85 31------ - 21. 14.82 

In Ohio the Federal Government pays $11.28; in Illinols, Texas------------------------............. 14.16 -----------------­
$.1inIdaa$88.In Wisconsin the old-age pensioner Ar~izon- 26.34 311.90 34-95 

receives $10.60, whereas in Alabama the old-age pensioner Colorad*--------------------------- 21 20 29.68 27.74 
rcie$.6.Idaho-----------------21.45 28.90 21.45
reeie $.6LMontana----:::------------------------ 17.02 21 43 21.05 

Is there any Justice in that? Is there any equality in it? Utah ------- 201176 S3.57 21 78 
I am talking about Federal funds now; I am not talking Region--------------10
about State funds. A State can pay all it may desire topy California. --- 245 4L go 41.03 
There is no inhibition, there is no prohibation, there is no Oregon--------------------21.28 40.05jj - 252a 
impediment to a State's paying what it pleases, but it Is our Wtn,.22115 28.2 30.42 
responsibility as to the amount of Federal money that is Alasks- 27.65 ---- ------ --------­
paid to the old-age pensioners, whether they live in Cali- Hawaii --- 12.62 315so 14.98 
fornia or whether they live In Arkansas, or Alabama, or 'Sca ecurity Baud adminstatv f891001 
North Carolina, or Virginia, or in the city of New York. SAe per famllr 
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Mr. COrNNALLY. Mr. President, I have another table, one 

relating to the per capita income In the various Stiates, and 
that is the test of ability to pay; that is the test as to taxa-
tiori resources. 

InI New York State the average income Is $700 a year.
In North Dakota the per capita income is $280 per yea. 

Ca tb si epe wellhtth fNrhDaoaaeas
able tol contribute by way of taxation as are the citizens Of 
New York, who on an average receive twice as much income 
as those who live in North Dakota? 

In Connecticut the per capita income is $607 a year corn-
Pared with South Dakota per capita income of $275 per year. 

The average per capita Income in California is $605 per 

Louisiana of $300 a year. The Income of the individual In 
California is twice that of the Individual in Louisiana. 

M:.. !?resident, I ask that the table to which I have Just 
referred be printed in the RECORD at this point. ~ 

There being no objection, the table was ordered to be 
Printed in the RacoRD, as follows: 
Average old -age-assistancepayment per recipient (title I). December 

1938 
United States...-.-------------------- *19.55 

California-------------------------------- --- 32.43 
Colorado----------------------- --------- 29.99 
Maisachusetta --------------------------------------- 28.56 
Connecticut -------------------------------- 26.66 
Nevada -------------------------------------------- 26.46 
Arizona ---- ------ --------------------------- 20.10 
New York------------------------------------------- 24.18 
New Hampshir -~-- ---- -- -------- 23.08 
Ohio ------------------------------------------ ---- 23.01
Washington----------------------------- ------- ---- 22.10 
Wyoming------------------------------------------- 21.62 
Idaho ---------------------------------------------- 21.55 
Oregon--------------------------------------------- 21.30
Pennsylvania ---- - - - ----- --------------- ------ 21.19 
Wisconsin..------------------------------------------:20.7 
Maine ------------------------------------------ --- 20.71 
Montana..------------------------------------------- 20.48
Utah -------------------------------------------- ---.. 20.45 
Minnesota--------------------------------- ----- 20.42 
South Dakota---------------------------------------- 20.04 
Oklahoma------------------------------------------- 19.94 
Iowa---------------------------------------- 19.82
Kanss--------------------------------------------- 19-62 
New Jeraey ----- ------------------------------------- - 19:32 
Rhode Isand -- --------------------------------- - --. 18.73 
Illinois -------------------------------------- ----- 18.52
Missouri---------------------------------------------
Maryland----------------------------------- - ----- 17:51 
North Dakota..----- ------------------------ 17.38 
Nebraska ------------------------------------- ----. 17.12 
Michigan----------------------------------- -------- 17.11
Indiana ------------. ---------------------- 16: 3 
Vermont ----------------- - ------- 14.47 
Texas. ----....------------------------------. -- 13.84 
Florida--------------------------------------------- 13.84
West Virginia --------------------------------------- 13.79 
Tennessee ---------------------------- 13.23 
New Meio--- -------------------------------- -11.15 
Delaware --- -------------------------- ----- --------- 10.84 
Louisiana------------------------------------ ----- -10.28
Virginia ------------- --------------------- 95 
Alabama ------------------------------------ - 9. 51 
North Carolina- - ---- - - - - --- - ---- ------------------ 9.36 
Georgta--------------------------------------------- 8.76 
KentuckY ---------------------------- 8.73 
south arin ..-..-....- - - -7. 40 
Mississippi ---------------------------------- 6.92 
Arkansas-------------------------------------------- 6.15 

Per capita income by States 1935 
United States ------------------------------- $3 

Nqew York..------
Connecticut.-----

---------------------------
- - --- ----- -

70 
607 

-. 605 
Delaal ----- ---------- -­ 590 

Can t teb sad tat popl ofNort DaotaareIndlana--.. ------------------------------------------- 402 

Neaa --- -- - -- ------ ai-------
Mascuet ------- ------
Wyom -- --.------g_____ .---------
nuliolfi --------
Motn--
Pennsylvania_~- - - - - - -

Maryand --------
wisonin... 
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Per capita income by States 1935--Continued 

Ohio ----------------------------------------------- $60 
N---------
Minst ------------------ 416 
Maine----------------------------- - 414 
Colorado ------------------------------------------- 406 
Arizona 401L
Oregon --- -----.------------------ --- so 
Iowa ----------------------------------- -------- 370 
Misormont--------- ------------- ------------------ 366 
K .. .......------------------------....... .. 368
 
Nebraska ----------------------------------- ------ 361 
Florida --------------------------------------------- 353 
Udaho---- -- -------------------------- ------- 344 
New Mexico----------------------------------- -_ 322 
West Virginia ---------------------------------------- 318 
Texas----------------------------------------------- 316 
Virginia---------------------------------------------- 305 
Louisiana------------------------------------------- go

South Dakota------------------------------------- 275
 
North Dakota---------------------------------- _260
 
NortlCalom a ---------------- 253
 
Ge~~~orgthCiln------------- --- --------------- - 253 
Kentucky --------------------------------- 2'0 
Tennessee ------------------------------------------- 232
South Carolina--------------------------------------- 224 
Alabama-------------------------------------- ------ 189 
Arkansas -------------------------------------------.. 182 
Mississippi ---------------------------------------- -- 170 
District of Columbia-------------------------- --- - --- 966 

Mr. CONNALLY. Mr. President, the table reveals the 
reason why the States in the lower economic brackets have 
not been able to provide adequate old-age-pension pay­
ments. 

I wish to refer to Arkansas. In Arkeasas the per capita
icm s$8 e er hn fi;$8.Yttecn
icm s$8 e er hn fi;$8.Yttecn 
ferees on the part of the House insist that the man living
In Arkansas. with an income of $182 per year, Is Just as able 
to pay by way of taxes as the citizens of New York whose 

m s$0 er 
i11m2I000 ayer

In Mississippi the per capita income Is $170 a year. Yet 
It is said that that State is just as able to pay old-age
 
assac sCnetct hr h vrg noeI
 
assac sCnetct hr h vrg noei 
$607 pe year.

In the District of Columbia the per capita income Is $986 
prya.Ta shge hnteprcpt noeo n 

e er.Ta shihrtanteprcaiaicoeo8n
State in the United States. Yet it Is not required to pay 
any more than the State of Arkansa or the State of Ala­
bama. 

What about Alabama? The per capita Income in Alabama 
Is $189 a year, compared with $605 in California, $5,90 in 
Delaware, $561 in Rhode Island. and $545 in Nevada. 

The per capita income in South Carolina is $224 per year. 
In Tennessee it is $232, in Kentucky it is $240, in Georgia
it is $253, and in North Carolina it is $253, Oklahoma $259. 
and in Louisiana $300. 

Mr. President, there is a reason for that. Many States 
such as Georgia, Mississippi, and Alabama have large col­
ored populations. Under the laws of those States the colored 
population, of course, and very Justly, receives the same 
consideration in matters of this kind that people of the 
white race receive, and yet they contribute practically noth­
ing in the way of tax payments to the resources of the 
State. That means that out of the meager resources of the 
other portion of the population, due to the economic condi-, 

tion in which they find themselves by reason of the policies
of this Government for the past 75 years, they find them­
selves unable through taxation resources to provide adequate 
or sumcient sums to make decent payments for old-age 
assistance,

539 Mr. President, I need not rehearse the economic reasons 
. 526 for the condition of a large section of the Republic In regard

517 
:0 to Its income and its resources. We know what those poi.

482 cies have been In the Past. The South and Southwest are 
- - 478 agricultural sections. We have contributed to the growth of 

47 the industrial sections of the Republic through high-protec­
7 tive tariffs which have drained from our agricultural areas 
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our resources of money, and transferred them to other sec-
tions of the Republic.

Today in the matter of freight rates the South and the 
Southwest pay a heavier toll, they pay a higher tribute in the 
way of freight rates than any other part of the American 
Union. That results from the law of the United States. 
It is because of the policies of the Federal GoVernment. It 
is not because of any fault of ours. 

Mr. President, what is the result? The result Is that our 
sections have been impoverished by these policies, and be-
cause we are impoverished we have to suffer another humili-
ation by reason of the fact that the Federal Government 
contributes five times as much to an American citizen in 
California as it does to another American citizen, for the 
same causes and under the same conditions, simply because 
he resides in the State of Arkansas. He receives four times 
as much if he resides in the State of New York as he does !f 
he resides in the State of Arkansas. If he resides in the 
State of Alabama he receives $4.87. and if he resides in 
Connecticut he reecives $13.33. 

It Is not just, it is not fair, it is not equitable, it is not 
sound, and I shall tell the Senate why. Unless the Federal 
Government recognizes the necessity of making an adequate 
contribution to old-age assistance to those in the lower brack-
ets we shall have hcre thundering at the doors of the Senate 
and thundering at the doors of the House of Representatives 
waves of protests which will be in the forms of demands 
along the line of new schemes of pensions, either in the 
form of the Townsend plan or a wholl:' Federal system.

Senators need not delude themselves about that. They 
need not pretend that they cannot hear or they cannot see, 
because those who can see and can hear are bound to know 
that those results are inevitable. But if we can adopt my 
amendment and assure every old-age pensioner at least $15 
a month, with a contribution over that sum as the States 
may be able to contribute, we will give the strongest answer, 
we will give the firmest resistance, we will give the best 
argument on earth against these other wild schemes that 
are going to be forced upon us. 

Let Senators not fool themselves that they are not going 
to yield either. Public opin~on is the master in this Republic. 
When it is aroused, when it Is stimulated, when it is vibrant. 
when it is aggressive, public opinion is stronger than any
political ruler, any functionary that holds a place under the 
American flag. It is stronger than the edicts of Congress; it 
is strnger than any executive pronouncement. Publhc opin-
ion, when it is formed and mo!de!d and fashioned, and :s 
aggressive, is the most compelling force in America today. 

Let Senators not delude themselves that politicians-and 
statesmen-are going to be resistant. They always have 
responded, or they have gone home, and if there -isone thing 
a Senator or a Representative does not want to do it is 
to go home for good. [Laughter.] He might not mind go-
ing home for a vacation, but if it is a question of going
home for good, he is opposed to It. 

Mr. President, I wish to talk a little more about tie de-
tails of the conference. I wish to be plain. Mr. President, 
I do not see the Senator from Wisconsin [Mr. IA FOLLETTE]. 
I should like to have him present in the Chamber, because 
there may be something said which m'gnt interest him. 

Mr. GEORGE. I suggest the absence of a quorum. 
The PRESIDING OFFICER. The clerk will call the rol 
The Chief Clerk called the roll, and the following Senators 

answered to their names: 
Ada=Clark, Idaho

Aahrwst Clark. Mo. 
Asurt Connally

Austin Danaher 
Bailey Davis 
Barnkhead Downey
Barkley Ellender 
Dorab Gere 
Bubow Gerr 
Burks Oibson 
Byz0 Oufley
Byrnes Gurney 

CbaVf Barrigan 

Hatch 
Hayden
Herring
Johnson. Calif. 
Johnson, Cob0. 
King
Ls Follette 

e 
Lodge
LUC" 
Lundeen 
MoCanran 

Mead 

back to the House of Representatives and obtained an ex­
pression upon it from their supposed masters, their theoret-

Miller Ical masters, the House would have voted upon It. 
*Minton wr hyddnttk tbc.Wr 

Murray I wonderwh theydinotaetbck Wrete 
Nye afraid to get an expression of the views of the Members
O'Mahoney ofte oueoRersnaisIslf Thywditt
PepperofteHueoRersnaisislf ThywdIto
Pittman 
Radeliffe 
Russell 
cwas 

Schwellenbach 
Sheppard 

Arnith 
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ste-art Townaenld van Nuys Whit.Taft Truma-n Wagner
Thomas. Okia. Tydinga Walsh
 
Thomas. utah Vandenberg Wheeler
 

The PRESIDING OFFICER. Sixty-nine Senators have 
answered to their names. A quorum is present. 

Mr. CONNALLY. Mr. President. a moment ago I was 
discussing the economic injustices which have been inflicted 
in the past and are now being inflicted upon the people in 
certain sections of the United States in the matter of freight 
rates, in the matter of tariffs, and In the matter of building 
up industrial sections at the expense of agricultural sec­
tions-all done by the Government. There is even a more 
rccent instance of injustice and inequality practiced by the 
Governmcnt itself. I refer to the wages paid to Works 
Progress Administration employees in the various sections of 
the United States. 

It will be remembered that under the old system the 
W. P. A. wage in the South was about $19, as I recall. I do 
not have the figures before me. The wage in the South 
was about $19 as against more than twice that much In 
other sections. 

Mr. HARRISON. More than three times as much. 
Mr. CONNALLY. I wish some Senator who has the fig­

ures available would supply me with the figures. From two 
to three times as much was paid to W. P. A. workers In New 
York and New England and industrial areas as was paid 
to W. P. A. workers In the State of Texas and other 
Southern and Southwestern States. Is that economic jus­
tice? Yet, it Is demanded that out of our want and penury 
we must contribute toward old-age pensions as large an 
amount as the opulent and prosperous States in the Union. 
Under the present system States which are wealthy are given 
more. and the poor States are given less. 

For whosoever bath, to him shall be given, and he shall have 
more abundance; but whosoever bath not, from him shall be 
taken away even that he bath. 

That is the doctrine of the present system, Mr. President. 
To the rich, powerful, and opulent State which is able to 
pay $30 a month the Federal Government says, "We will 
give you $15 per head." To the poor State which is in 
pernury and rags it says, "We will give you $3.08."1 

Mr. President, I now wish to discuss the reasons why 
the Connally amendment was done to death. Prom the 
beginning of the conference the House conferees refused to 
take back to the House of Representatives the so-called 
Connally amendment. There had never been a record 
roll-call vote in the House of Representatives. The attitude 
of the House conferees was such that the only way by which 
the Senate could have secured a yea-and-nay vote in the 
House was for the Senate conferees to have stood Just as 
stubbornly as the House conferees stood. But the Senate 
conferees did not do that. When it takes a club to ge 
results it does not do any good with a very soft, purring 
voice to say, "Please take it back to the House for a vote." 
When a bludgeon Is the only Instrument that can get the 
desired results, it is useless to employ a feather duster. 

I wish someone would notify the Senator from Wisconsin 
that I should like to have him attend the session at this 
time, for he !s largely responsible for the funeral, and I 
think he ought to attend it. [Laughter.] 

Had the Senate conferees told the House conferees, In ac 
many words, that they would not reced& until the House 
conferees should take the so-called Connally amendment 

themselves, they owed It to the country, and they owed 
it to the Senate of the United States to secure a yea-and­
nay vote in the House; and the Senate conferees owed a 
duty to the Senate of the United States, their masters, to de­
mand and insist that the House of Representatives should 

have a separate vote on this amendment. 
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If the House had had such a vote and had reiected by a 

decisive vote the Connally amendment, the Senator from 
Texa.; would not now be submitting these remarks. But I 
feel a Sense of resentment that the conferees on the part of 
the House of Representatives took the course they followed, 
aInd I feel a very deep sense of disappointment that the Sen-
ate conferees did not regard it as their duty to the Senate 
to demand that the House conferees submit the amendment 
to a vote of the House. 

I have the highest regard for all the Senate conferees, but 
I feel that they owed the duty to their associates on the con-
ference committee and to the Senate itself, after the Senate 
had solemnly expressed itself on a record roll-call vote on 
that Particular Em'endment to insist that the House of Repre-
sentatiVcs do the same thing. 

Thb; Is supposed to be a democratic Government; ours is 
supposed to be a representative system; It Is supposed to be 
a Government of constitutional processes. One of those 
processes is that the House of Representatives, inltictina leg-
Islation of this kind, shall express itself whether the conferees 
or whether their masters desire It to do so or not. 

I am sorry the Senator from Wisconsin Is not In the 
Chamber. I should like to have him here, Mr. President, for 
I desire to submit some remarks that I think the Senator from 
Wisconsin will be interested in. I have undertaken to have 
him come here: but if he does not come in, I am going to 
make the remarks anyway. If anyone is interested in having
him here, I suggest that he send for him. 

Mr. President, I was undertaking to point out a few mo-
ments ago what I thought should have been done with respect 
to securing a separate vote in the House of Representatives 
on the so-called Connally amendment. I stated that I 
thought it was the duty of the Senate conferees, representing 
the Senate and not their own personal views, to have insisted, 
not by saying, "Won't you please take It back to the House?" 
but by demanding that the House conferees take the amend-
ment back to the House for a separate vote by that body,
The Senate conferees for a while insisted, but at the final 
conference one of the members changed his mind. and the 
result was that the conference agreed, 

Mr. President, there were three members of the confer-
ence who voted against the Connally amendment when it was 
proposed In this body. That is all right, of course: we knew 
where they stood. The Senator from Utah [Mr. KING], the 
Senator from Massachusetts [Mr. WALSH], and the Senator 
from Kansas [Mr. CAPPER] were those three Senators. The 
Senator from Wisconsin [Mr. LA FOLLETTE], the Senator from 
Mississippi [Mr. HARRISON], the Senator from Georgia [Mr. 
GEORGE] and myself voted for It. 

So the conference was composed of seven members, three 
whose personal views were against the Connally amendment, 
and four whose personal views were supposed to be for the 
Connally amendment. The Senate voted for the amendment 
and the conferees were the delegates, the agents of the 
Senate. 

There was another amendment, however, which I have al-
ready explained, which takes $695,000,000 out of the social 
security trust fund and gives it to people who are not now 
under the law ellgible and who will not have paid into the 
fund more than a mere pittance. The Senator from Wiscon-
sin [Mr. LA FoLLzT'rxl-and I am glad he is now present, 
forrIdo no, desire to say anything about his attitude unless 
he Is here--the Senator from Wisconsin was very anxious to 
secure that amendment and as a result, here, near this door, 
on the day before the last conference the throat of the 
Connally amendment was cut from ear to ear. As a further 
result, the House "caved in' on the amendment in which the 
Senator from Wisconsin was interested, Involving the suim 
of $695,000,000 to come out of this trust fund-not out of the 
Treasury-and to go to the aged who become 65 years; of 
age this Year, and as a consequence the Senator from Wis-
consin would not further insist that the House vote on the 
amendment, The result was, of course, that the Connally 
amendment collapsed, and the Senate conferees collapsed,
Those are the facta. 
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If there is any Senate conferee here who disages, with 

that view. I should like to have him rise and say so 
Mr. LA FOLLETTE. Mr. President-­
The PRESIDING OFFICER. Does the Senator from T~exa3 

yield to the Senator from Wisconsin?
 
Mr. CONNALLY. I yield.

Mr. LA~ 'OLLETTE. I prefer to make my statement In 

my own time, because I desire to review the entire confer­
ence, and I do not want to interrupt the Senator's speech. 

Mr. CONNALLY. I1 suggested that anyone who wanted 
to deny what I said should rise on the floor and do so. 

Mr. LA FOLLETT1E. I simply did not want that state­
ment of the Senator to pass without saying what I did 
say. 

Mr. CONNALLY. Well, was It not true?
 
Mr. LA FOLLETTE. No; not as the Senator states it.
 
Mr. CONNALLY. No other Senator has denied It, and
 

there are four of them on the floor who were on the con­
ference committee. 

Mr. KING. Mr. President, I do not know what the Sen­
ator means-

Mr. CONNALLY. The Senator heard 'what I raid about 
the change of view of the Senator from Wisconsin when 
he got his own amendment or the one he favcred, for It 
was not his amendment, but was worked out by the Social 
Security Board and the Senator from Mississippi. The price
of the defeat of the Connally amendment was the $695.­
000.000 which is to be taken out of the trust fund, Paid 
by employers, and by those who hcpe to get an old-age 
insurance some day out of their money, and which Is to be 
given to people who become 65 years of age this year and 
who have paid in only 1 or 2 years' payments. That is the 
fact of the matter. So the result was that It was all left 
to the Senator from Wisconsin, who might as well have 
been the conference all by himself. 

I feel very keenly that the Senate conferees did not dis­
charge the duty to make the House of Representatives vote 
on this amendment. Following the precedent established by 
the Senator from Wisconsin about putting in the Rzcoub 
other Senators' votes on other occasions, I should like to 
have set down in the REcoRD,, following the speech he is 
going to make explaining his attitude, his vote in the Senate 
in behalf of the Connally amendment. Then I should like 
to have printed in the RECORD, following that, his appoint­
ment as a conferee, and his instructions to stand by that 
vote. 

The S;enator on yesterday saw fit to undertake to attack 
some of us who have voted, as he conceived, one Way on one 
occasion and another way on another occasion, and to have 
our votes printed in the RECORD. I am very happy that he 
did that. Under the old Roman system, you know. they 
had what they called censors A censor could remove a 
Senator who displeased him. We have no constitutional 
provision for a censor, but it is dellghtful to know that we 
have a volunteer censor who is prepared to remove any Sen­
ator who does not meet the views of the censor. I con­
gratulate the Senator from Wisconsin. He is not only the 
whole conference committee, but he is now the censor of 
the Senate. It is splendid to have that sort of a situation, 
I think it is fine. We have an AUl-seeing EyVe, but that All-
seeing Eye Is a celestial being, and sfe is far away. He sits 
on a distant throne. I think It is fine to have a terrestrial 
all-seeing eye with superlative powers of moral and Intel­
lectual television by which he can look into the hearts and 
consciences and minds of Senators, and placard them as 
they ought to be placarded before their constituents. I 
think It is splendid. 

Mr. President, that is the situation with which the Senate 
Is confronted. I, of course, do not expect the Senate to 
reject the conference report. That make it all the more 
important. We know what the prestige of a conference re­
port is when it comes here in the closing days of a seslotL 
Of course, Senators say, "Oh. It is either that or no bilLo 
That fact but accentuates and makes stand out prominently 
the Importanc of conferees carrying out the vishes of the 
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body that appoints them, and at least seeing that the other 
body respects the Senate as much as we respect the House of 
Representatives. We had a record vote. Every Senator 
here had to get right up and toe the mark. He had ~,o say 
where he stood. But the House of Representatives was not 
permitted to vote on the matter. Nobody knows how indl-
vidual Members stand. 

It is suggested by the Senator from Mississippi [Mr. HAR-
nrIsoN] that in the original consideration of the bill the 
House Members claimed that they had a teller vote or a 
rising vote on this amendment. Nobody knows how any-
body voted. There were only a handful of Representatives 
on the floor when the matter was voted on. But had it hap-
pened then, it would have been quite a different situation 
that they voted upon than after the Senate had adopted 
the provision, and it was in the bill, and it came to them 
as a Senate amendment. All Senators know that it would 
then have more prestige, and more appeal, and more like-
lihood of being adopted, than if it had come up on an 
original proposition when the bill was originally sponsored, 
with practically all the members of the Ways and Means 
Committe.e against it. It might have been a wholly different 
result. 

Mr. President, conferences are necessary, of course. I 
realize that there must be an accommodation of views, nat-
urally; but in the accommodation of those views the Senate 
ought to be represented by those who are earnestly and sin-
cerely In sympathy with and propose to carry out the 
wishes of the body appointing them, the Senate of the 
United States. I feel that the Senate conferees should 
have insisted to the last that the House go back and vote 
upon this amendment. Had that been done, and had this 
amendment then been iejected. you would not have heard 
the Senator from Texas speaking in his present tenor on 
this floor. I feel a sense of outrage about it all. 

Mr. President, I want to say in closing that rno one need 
beguile himself that this is the final chapter in this scene,
I expect to continue at the next session of the Congress the 
effort to obtain substantially this particular amendment to 
the Social Security Act. I shall be unwilling then, as I am 
unwilling now, for the Federal Government to say to one 
citizen who resides in a rich and a powerful State. "We will 
give you out of the Federal Treasury, because of old-age 
assistance, five times as much as we give another citizen, 
similarly situated as to yourself, because he lives across a 
State border, because he lives in another geographical sec-
tion of the Republic." I am willing for the States to make 
contributions and think they ought to make contributions, 
but those contributions ought to bear some relationship to 
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Mr. CONNALLY. I thank the Senator from Minnesota. 

That is the effect, though not in the language. It is not so 
written in the law that one State shall giet four times as 
much as ancthcr. On the written page and in theory the 
law operateb uniformly, of course, in every State; but the 
effect of it, the result of it, Is that In some States the old-
age pensioner gets only one-fifth as much as he gets in other 
States. Under the present amendment that limit is raised 
to S20, and If it Is complied with in the r~ch States some of 
the States will pay six times as much to an old-age pen­
sicner as another old-age pensioner will receive In another 
State. 

Mr. President. this conference report no doubt will be 
adopted. I desire to enter here my solemn protest against 
the injustices inflicted by the final result. This fight is not 
over. Those of us who are interested in this amendment 
will renew the contest in January, when Cong~ress again 
meets. If the House of Representatives Is ever given the 
opportunity to vote upon this amendment, not in the cloak­
room, not out on the street, but In the House Chamber 
where the roll is called and where the Members go on rec­
ord, I have a sublime faith that the House of Representatives 
will vote in favor of it. I have had many assurances from 
Members of the House that they wanted an opportunity, to 
vote, and that if they had that opportunity they had high 
hcp? of being able to adopt the amendment I do not know 
whether they could or not. It is not for me to pass upon 
that question, but it is for me to pass upon the question of 
the right of the membership of the House to vote upon It. 
It is up to me to pass upon the question as to the right of 
the Senate to demand that the House conferees take this 
back for a separate vote. If there is to exist comIty between 
the two bodies, if there is to be that mutual respect as be­
tween the two bodies, whenever the Senate has gone on rec­
ord by a roll-call vote on an amendment, the House of Rep­
resentatives owes it to the Senate. it owes It to the bicameral 
system of a House and a Senate, to take the amendment 
back and have it voted upon, and secure a final result. 

Mr. President, the amendment is not dead; It Is just go­
ing to slumber a little while. Under the sedative which has 
bee-n administered to it, it is going to sleep for a while, but 
it is going to come out of the coma, it is going to come out 
of the slumber which has been brought on, and about next 
January it will be again urged, and it will continue to be 
urged until this plan, In substance, shall be adopted by the 
Congress of the United States. 

Mir. LA FOLLETI'. Mr. President, It is a matter of very 
de ertt eta h eao rmTxshsse i 
toequgestio the thorablte haracter fofmy conduchas aeerep­

whn yu teWhatdoxpec ou pas ht inchuch?
Whatdo ou yu pas te ht inchuch?xpec whn 

You do not expect the pauper to give on an eqiual basis 
with the prosperous banker who sits by his side. When You 
go to the United States tax collector's office you do not 
expect the m~an with $1,000 income to pay upon the same 
ratio or to pay the same amount as the man with $25,000 a 
year income or $100,000 a year income. If there is to be 
no humanity in the administration of this act, if it is 
to be based purely. cold-bloodedly upon the theory that we 
will match only the amounts of money contributed by the 
various States, then we have not made any approach to 
the real solution of this problem, in which the Federal 
Government has put its hand to the plow. This amend-
ment of mine would practically result in every old-age bene-
ficiary in the United States receiving at least a minimum of 
$15 per month. If he lived in a prosperous State, he would 
then receive a very substantial amount above that slam, but 
those in the very poorest States would get $15 per monthi. 

Mr. LUNDEEN. Mr. President-
Mr. CONNALLY. I yield to the Senator from Minnesota. 
Mr. LUNDEEN. I am very much interested in tihe able 

statement of the Senator. I desire to say that if suiy plan 
Is enacted to give four times as much to one State as to 
another, it is an un-American plan: and I think the so-
called social security that we have before us needs much 
amendment if It is not to be social insecurity. 

'ihe ability of the States to pay them.toqetothhooalcartrofmcndtasaep
resentative on the part of the Senate in the conference on the
important amendments to the social-security bill. For the 
Senator from Texas I have always had a deep personal affec­
tion and a great respect. Nothing he has said here, so far 
a mpaoal ocresalatrta eln.Id 
ashinkamweversonhally concernd, shall altrerthatfemelng. Ibdo 
thseInk, hoever, thtin m brie astatement bes­sol akwcncencas 
chause ofamy reaposyin ilmy towconscience asoaasme thedfs­
chafrgne ofmmy ttrespnibiiyths dy hbocen sammbro 
cneec omte scnend 

I voted for the amendment offered by the Senator from 
South Carolina [Mr. BYRNi~s] to provide a system of variable 
grants to States for the old-age assistance title to the Social 
Security Act, in accordance with the recommendations of the 
Advisory Council and the President, when it was submitted 
in the Committee on Finance.Ivoefrthamn en 
offered by the Senator from Texas in the Senate Committee 
on Finance, although we were unfortunately unable to ob­
tain a majority in the commilttee. We h rpslcm 
up on the floor of the Senate, I voted for the amendment. 

I believe that the principle involved In the amendment 
offered by the Senator from South Carolina, "~ recoi­
mended by his select Committee On Unemployment, recomn­
mended by the Advisory, Council on Social Security. and by 
the President, is a principle which must be written Into 
Title I of the Social Security Act If it is to remain upon the 
statute books. Personally I preferred that amendment to 
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the Connally amendment because I believed nbat It was the Senate should recede upon the Connally amendment"; 
Predicated upon the sound principle of endeavoring toI and I think I state accurately what he said to me-namely, In 
ascertain the capacity of the respective States to meet in Ieffect, that he believed that I had fought valiantly and honor-
some measure the problem of assistance to the aged, 
rather than a flat increased contribution on the part of the 
Federal Government to all States, regardless of their 
financial capacity to meet this problem. which today Is one 
of the most serious problems confronting the country. 

Mr. President, in the conference I fought as hard and as 
long as I could for the Connally amendment, but during the 
progress of the conference-and I make this statement only 
in view of the attack which the Senator from Texas has 
made upon. the S5enator from Wisconsin-after we had 
argued and debated the amendment with the managers on 
the Part of the House for many days, and it became ap-
parent that the attitude of the House managers was ada-
mant, I went to the Senator from Mississippi [Mr. HIARRI-
soN] for whom I have great respect--and I think I may say 
without exaggeration that, during my service upon the 
Committee on Finance, we have enjoyed a cordial and 
friendly and mutually respectful rf-ationship-and asked 
him to call a meeting of the Senate conferees in order that 
there might not be any misunderstanding among us. 

At that meeting I stated that I believed that the Connally 
amendment was of grave importance, but that I personally 
did not regard that particular amendment as of suffcient 
Importance to warrant a failure of the conferees to come to 
an agreement on the bill and to bring In a report, so that the 
differences between the two Houses might be composed. I 
stated in the meeting of the Senate conferees that I would 
stand by the Connally amendment up to and until we had 
made every honorable effort to persuade the managers upon 
the part of the House to take the Connally amendment back 
to the House for a separate record vote, 

I stated, however, that, so far as I was personally concerned, 
.1 wanted my colleagues on the conference representing the 
Senate to know that when that stage was reached I. as an 
Individual conferee, discharging my responsibility to the 
Senate, and accepting the full measure of that responsibility,
would exercise my Judgment that the conference should not 
be frustrated because of that particular amendment. 

As I recall, thereafter there were several meetings of the 
conference; there was further debate upon the Connally 
amendment, and a further effort was made to have the man-
agers on the part of the House take the Connally amend-
ment back to the House of Representatives for a separate 
and a record vote,.o 

When the conference met on Thursday, however, In the 
Ways and Means Committee rcom in the Capitol the ques-
tion again arose as to whether or not the managers on 
the part of the House would take the Connally amendment 
back to the House for a separate vote. A statement was 
made in the conference by a member of the conference com-
m-ittee representing the Senate, and who was an ardent sup-
porter of the Connally amendment, that, in his judgment, 
even if the amendment went back to the House for a separate 
vote under the conditions at which we had then arrived, and 
in view of the approaching adjournment of Congress, the 
House would without question overwhelmingly support the 
position upon the amendment originally taken by the man-
agers on the part of the House. He further stated that, even 
if such action were taken, insofar as he was concerned he 
'did not think it would alter the situation, and he did not think 
that there would be L bill at this session of Congress. 

When that statement was made on Thursday I felt that I 
had done everything I honorably could to get the managers 
on the part of the House of Representatives either to recede 
with an amendment, or to recede altogether, or to take the 
Connally amendment back to the Dloor of the House of Rep-
resentatives for a separate vote, 

Following the adjournment of the conference I went to the 
Senator who had made this statement and said, "Now I feel 
that I must exercise my individual Judgment. I feel that I 
must, in order to bring about an agreement between the two 
Houses, take the position that the time has arrived when 
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ably for the Connally amendment, and that, so far as any 
action which I might take In the reziainlng cc.,nferences was 
concerned. I was certainly free to exercise my Individual 
judgment. 

Mr. President. the Senator from Texas has implied--or 
perhaps I should put it more bluntly, has stated-that there 
was a price upon my action In this matter. I have been a 
Member of this body for nigh on to 14 years; It will be 15 
years next December. The Senator from Texas, so far as 
I know, is the first man, in or out of this body, to question 
the integrity of the Senator from Wisconsin. 

Mr. President. there was not any price. The question 
which confronted me was whether or not, in my judgment as 
a duly appointed conferee on the part of this body, the 
Connally amendment was of suficient importance to prevent 
an honorable agreement betwe~en the two Houses upon this 
bill, and preclude the possibility of Its enactment. 

Early In the proceedings I l'd notified my fellow con­
ferees-I had put them upon notice-that I did not believe 
that any one amendment should stand in the way of an 
honorable agreement. 

Mr. President, there were still three amendments in dis­
agreement when the conference met on Friday morning last. 

There was the 2.75 amendment. There was the so-called 
Massachusetts or State plan. There was the question of 
making wages creditable as of January 1, 1939. And there 
was the Connally amendment. 

Mr. President. there was a sincere and an ea.-nest effort to 
agree made on Friday morning-time has slipped away from 
me, but that is a little more than 24 hours ago. Everyone 
knew that the Congress was about to adjourn, but still there 
was a conscientious effort made to get the managers on the 
part of the House to agree to a partial report, to settle the 
remaining itemot of difference with the exception of the 
Connally amendment, and to present a partial report, and 
to ask for further instructions upon the Connally aed 
ment. 

emagrsothprtfteHueunioslo 
The msIanageersonter patoofthepouseio unanimeyously, sot 

fanraslycaneremeber tookse thetjoifita theyee ould notk 
hoorablystakeinsotaty cone tha itheywereini goimngmback 
fory mnst gctions on ans' onIo then rems ainino samtendment 
nthe musten goaback oneal.e thin tlisofaithHouesay theydi 

contendd that such weretheprultes of the House, but thet 
ctontedbed thfatisuch w asgtepracontice prof the Houseadtt 
itwhoul beeunfairested managters omnmnthepartof the House 
whgwreem interestded inootherCnal emaningtoamendmin dgsee 
agreeprmenisie frmthoedferConnall amedmnt aaegheto eenn 
acmpromientbc thsea nkdifferenes.n otk teCna 
aedetbc sankdIse 

Mr. President, I have never been a Member of the House. 
I have, however, been honored by this body in the past as a 
conferee representing the Senate. But It seemed to me that 
upon the question of vhbether or not they coult' honorably 
take certain action I must defer to the opinion of the House 
conferees; That I could not decide for myself the question of 
their conduct toward their fellow conferees. 

Assuming that they took a sound position, assum~ing that 
they felt that they had to go back to the House for instruc­
tions on all the amendments still in disagreement~-the Con,. 
nally amendment, the 2.75 amendment, the Massachusetts-
plan amendment, and the date of January 1, 1939, to make 
wages creditable for title 2-what would have been the situ­
ation? There was not a senatorial conferee who did not 
believe and know that if the powerful representatives of the 
Ways and Means Committee, as Manaers on the pert of 
the House, went back to the House of Representatives and 
asked for instructions upon these amendments, they would 
be overwhelmingly instructed to adhere to the original peal. 
tion of the House upon them. And what sotuation would 
we then have been in. with the life of this session of con.. 
gress measured In terms of mere homse? 
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Everyone who is at all familiar with legislative procedure 

knows that if the managers on the part of the House had 
gone back for instructions on these three important amend-
ments, and then had come back into conference, they would 
have been adamant on all of them, and any opportunity for 
compromise or discussion or adjustment of the differences 
between the two Houses would have been gone, and that the 
measure would have had to lie over until the next sesSiOrs 
of Congress. Furthermore, be it said, if such action had 
been taken, the instructions thus placed upon the managers 
upon the part of the House would have still been binding in 
January when we met. 

Air. President, I would be the last to claim that the pend-
Ing conference report or that these amendments make satis-
factory adjustments and changes in the Social Security Act. 
But the Senator from Mississippi. the chairman of the cown-
mittee, whose name appeared upon the original legislation,
If I remember correctly-in any case, he participated in the 
framing and the enactment of the original law, and the 
consideration of all amendments that have been proposed
since that time-has stated upon the floor of the Senate 
that, in his deliberate Judgment, despite his disappoifitment 
at the elimination of the Connally amendment, which I 
share, he believes the amendments are of such importance 
to the country that he would cast his vote for the conference 
report if it came to a vote. 

Mr. President. I do not desire to go any further in re-
vealing what took place in the conference. I hope I have 
not gone too far. If I have. I plead, Mr. President, that I 
was placed in such a situation, by the suggestion byth
Senator from Texas, that, in order to defend before my
colleagues my conduct as a representative of this body, 
was essential for me to do so.tocmetvrbrelupnheSiaScrtyAtfm

Mr. HARRISON. Mr. President, will the Senator yield?
Mr. A FLLETE. yild.these

Mr. LA RIONLTF. Imereld.iet taeta proal 

found no fault with the position taken by the Senator from 
Wisconsin. The Senator from Wisconsin stood loyally for 
the Connally amendment, and I appreciate that the only 
reason why he finally accepted the compromise offered by the 
House conferees was because he felt we ought to have a con-
ference report, and to vote otherwise might endanger the 
passage of the amendments. What the Senator has stated 
with reference to his conversation with me is correct. 

I think, since my name has been brought into the dis-
cussion, that it is incumbent upon me to make thi~s state-
ment. 

Mr. LA FOLLETTrE. Mr. President, I thank the Senator 
from Mississippi for that statement. 

In conclusion let me say that it was my firm and de-
liberate judgment that if the managers on the part of the 
Senate had insisted upon the conferees on the part of the 
House going back to the House and obtaining additional in-
structions on all these propositions, we not only thereby
would have sealed the doom of the measure so far as any
action at this session of Congress was concerned, but we 
would have prejudiced indefinitely, even when we met in 
January, the possibility of an honorable compromise being
arranged between the two Houses, 

Mr. President, in the past I have never hesitated to accept 
any responsibilities that have been placed upon me, and I 
shall never hesitate to do so in the future. The remarks 
which have been made by the Senator from Texas shall not 
in the least cause me to deviate so much as a hair's breadth 
from the course which I regard as honorable in the dis-. 
charge of my official responsibilities, 

Mr. DOWNEY obtained the floor. 
Mr. CONNALLY. Mr. President, will the Senator yield?
Mr. DOWNEY. I yield. 
Mr. CONNALLY. I want to say Just a word, with the 

indulgence of the Senator from Caliornia. 
Mr. President, I do not care to add to the length of this 

debate. I feel, however, that I am called on to say a word 
further: The Senator frarn Wisconsin seemed to imply. or 
rather affrm, that I attacked his Personal Integrity. I never 
nmade any claim that he benefited personally by it at all 
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All I stated-and I shall repeat it-that the Senator from 
Wisconsin was very much Interested in another amendment, 
the $695,000,000 amendment, which takes money out of the 
trust funds and gives it to people who are not entitled to it 
under the present law. 

I said he was more interested In that than he was in the 
Connally amendment, and that he preferred to secure that 
amendment rather than the Connally amendment. I here 
and now repeat that when the conference was over the Sen­
ator from Wisconsin went out of the room with his own 
amendment in his pocket, and the Connally amendment 
got the ax. I repeat that. I do not mean that the Senator 
from Wisconsin obtained any personal advantage from it. 
I did not attack his personal integrity. I have simply stated 
the fact. 

Mr. LA FOLLETT'E. Mr. President, will the Senator from 
California yield? 

Mr. DOWNEY. I yield. 
Mr. LA FOLLETTE. I wish to say, with the permission

of the Senator from California. that the statement made by
the Senator from Texas Is not correct. I had no prefer­
ence as between any of these amendments. But when I 
found that the House was adamant upon his amendment I 
felt that, after we had made a fight which lasted 21 days.
the time had come when some amendment had to give way,
and the amendment which hadi to give way was the one 
upon which the House Members were adamant. Had it been 
the amendment to which the S'-iator refers, or any other 
amendment, I would have felt exactly the same way.

M.DO E.MrPesdnbfeteam detsa
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the point of view of my pension philosophy as it will be with
amendments which have been discussed. I wish to

reiterate what I have said in two prior speeches in the 
Sea-ttimyonothprstScaleuiy 
Act marks the high tide of futility, Impotency, and stupidity
of statesmanship. The Senator from Texas has very abun­
dantly illustrated the first Issue upon which I shall com­
ment. A law which wrings out of the poorer States money
for the Federal Treasury for the benefit of the richer States 
cannot be characterized as other than unjust, inequitable, and 
absurd. 

Yes, Mr. President; under the present law California. 
because it is a richer State. will take from the Federal 
Treasury at least $4 for every pensioner, as compared with 
$1 for Arkansas or Mississippi. Under this law we are capi­
talizing the misery and distress of the poorer citizens of this 
State of the Union. Under this law we are giving to the 
citizens in the richer States four times what we give to the 
citizens in the less fortunate States, and if that does not 
violate every rule of decency, common sense, and taxation, 
I do not know what could. 

However, I desire to call to the attention of the Senator 
from Mississippi [Mr. HAR.RISON] and the Senator from 
Texas [Mr. CONNALLY]. as well as the Senator from Georgia 
[Mr. GEORGE], the fact that the principles and views which 
they have so logically and properly expressed carry them a 
long, long way toward the philosophy which I am advocat-
Ing; that is, the Townsend plan. I ask those Senators if 
it is inequitable and unfair to give to the citizen of a 
wealthier State. from the Federal Treasury, four times what 
is given to a citizen in a poorer State, is It not also unjust 
to gi're twice as much? Under the amendment of the 
Senator from Texas, in conjunction with the present law, 
California, Massachusetts, New York, and others of the 
more wealthy States would be entitled to $20 from the 
Federal Treasury for every pensioner, while 15 or 20 of the 
poorer States would receive only half that amount. If a 
fourfold contribution Is not Just, I ask the Senator from 
Mississippi if a twofold contribution by some strange proces 
Of reasoning Is to be Justified? IC think not. 

I say to Senators that by their eloquent speeches on the 
amendment, which should have been accepted by the HoUse 
of Rcpresentatives, they have given a tremendous Impulse 
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thank God! to a philosophy of abundance and a decent, 
logical, Christian pension system, 

Mr. President, let me briefly advert to another grotesque
and absurd phase of the Social Security Act. I1see in the 
Chamber certain Members whose names are revered and 
blessed In the labor temples of America. I cannot believe 
that those Senators understand what this law will do to the 
workers in the covered occupations. Under this strange, 
grotesque, obscene law, we plan to take 6 percent of the 
Pay roll from the workers in the covered occupations and to 
peitalize the workers, for we tax them 6 percent every month 
and give them substantially less than we now give as a mat-
ter of governmental charity and subsidies. I wonder how the 
Senators who hold the confidence of the workingmen of 
America can go back and say to them, "We have voted for a 
bill which will Impose upon your pay roll a 6-percent tax, 
and for that we are going to give you a pension even more 
meager than that which we now give in most of the States 
as a matter of governmental subsidy." 

Mr. President, I shall have to go back to the State of Cali-
fornia and tell the workers In the covered occupations this 
strange and unbelievable story; and if those who hear my 
voice do not believe I am speaking the truth, I do not wonder, 
because the situation has reached the point of absurdity and 
is almost unbelievable. 

In the next year in the State of California the workers in 
the covered occupations who are being taxed upon their 
salaries will receive annuities of $16 or $17 on the whole, 
while! we shall pay $40 a month under this law as a matter 
of charity. Looking 40 years ahead, a worker in California 
earning an average of $100 a month, w3rking every month in 
the 40 years, will receive substantially less than California 
now pays as a matter of governmental subsidy, 

It may be that my sense of logic is wrong, and that some 
Senators who understand and know labor better than I do 
can go back to labor in the United States and say, "Yes; we 
supported a bill which will take $6 out of your pay check 
for every $100 every month. and In return we promise to 
pay you, 40 years from now, less than is now paid in many 
rf the States as a matter of government~al subsidy." I can-
not believe that the workers of America will understand that 
strange kind of philosophy, 

Mr. LUCAS. Mr. President, will the Senator yield for a 
question? 

Mr. DOWNEY. I yield. 
Mr. LUCAS. How much would the Townsend Plan take 

out of the covered worker's check every month? 
Mr. DOWNEY. Mr. President, I want my remarks to be 

brief and limited. I am merely commenting upon the ineas-
ure before the Senate. However, next January I shall be 
happy indeed to discuss that issue before this body. 

Mr. President, let me also point out to the Senate that 
in the United States today there are about 6,000.000 or 
7,000,000 people between 60 and 65 years of age. Most of 
them are totally unemployed, most of them living in misery
and insecurity. Any socih4 security act which does not pro­
vide for that great body of citizens between 60 and 65 will 
not meet the approval of the great majority of American 
citizens. 

Mr. President, I should like to make a further brief com­
ment. The Social Security Act, which betrays the worker 
as opposed to the recipient of charity, will give to those in 
need who are past 65 an average of only $20 a month; and 
we Senators of the 'United States are placing our edict back 
of a law to degrade, humiliate, and starve people, because no 
one can live in decency on $20 a month. 

one Senator said that a man could not ;tarve in 5 months, 
perhaps not, if he is receiving $20 a month: but he had 
better starve and have it over with than to exist in misery,
insecurity, and degradation on $20 a month. 

Mr. LUJNDEEN. Mr. President. wifl the Senator yield? 
Mr. DOWNEY. ICyield. 
Mr. LUNDEEN. In my State of Minnesota the Republi­

can administraton now in power has passed a law by which 
the State compels aged Individuals to sign away even their 
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little homesteads. They are not permitted to have a dollar's 
worth of property In their homesteads. They must sign it 
away to the State before they receive even a crust of bread. 
Then when they pass from the earth they are not permitted 
to leave a single dollar to their children. 

Mr. DOWNEY. I thank the Senator from Minnesota for 
his contribution, and for directing my attention to that sit­
uation. Let me tell him of a press notice which I have just
received from Sacramento, Calif. A man 81 years of age 
had been receiving a pension In Sacramento. The State 
officials found th.h.t he had secreted and hidden out the 
tremendous sum of $654. Ur~der our law no man who has 
over $500 is entitled to a pension; so the State attached the 
money and charged the man with fraud. The man, 81 
years of age, loosed the chickens he had on his little ranchi, 
obtained a gun, and blew out his brains. Undoubtedly he 
did the smart thing; for when a government becomes s0 
small and oppressive as to haunt and pursue a man because 
of a breach of that kind, the unfortunate citizen had better 
scek a happier world. 

Mr. President, in concluding let me say tha1. the pension 
philosophy which we are advocating is a philosophy of abun­
dance. We know that the farms and factories of America 
can produce sufficient wealth to deluge every American citi­
zen with all the good and needed things of life. Those who 
say we cannot pay decent wages and decent penslons arm 
merely saying that we must continue to live in an errA of 
poverty. We can now produce in the United States almost 
twice as much Fts we do produce. 

When I suggest that the senior citizens of America- should 
be paid sufficient to enable them to live in decency, and some 
Senators say, "We are just too poor; it cannot be done,' 
they are not referring to the workers and the businessmen 
Pnd the factories and the farmers of America, because those 
could produce in generous abundance for every retired cdt­
izen and worker in the land. When It is said we are too 
poor, yes, we are too poor in ability to work out the means 
of distributing to the retired citizens and the workers of 
America that which our wealth could so abundantly pro­
duce. 

Mr. President, I have intruded upon this body longer 
than I should. I desire In closing merely to say that the 
Senator from Texas Is right; this question Is not ended. 
In a land of opulent wealth, "flowing with milk and honey.' 
with cur farms and factories operating at So percent, retired 
workers, kicked out of employment In a technological clvili­
zation, will not be satisfied with any law condeminnxg them 
to penury and distress when ample wealth to allow them 
to live in dignity and security is all around them. 
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MAMDI)MET TO SOCIAL SWcurr AC'r-CONFUEWCI RIPOR? 
The Senate resumed consideration of the report of the 

committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 
6635) to amend the Social Security Act, and for other pur­
poses. 

Mr. LEE obtained the floor. 
Mr. EING. Mr. President-
Mr. LEE. I yield to the Senator from Utah. 
Mr. KING. There are on the calendar a number of House 

bills which our leader is very anxious to have disposed of, and 
nothing can be done in that direction until the conference 
report shall have been dispoSed of. I do not desire to Inter­
fere with the Senator, but we would like to expedite the con­
sideration of the calendar. 

Mr. LEE. Iwilllsay tothe Senator from Utah that l1do not 
anticipate taking much time. 

Mr. President, I wish to read Into the Rzco~iw an editorial 
from the Austin American, of Austin, Tex., under the head­
ing Deserters Repudiate Their Party Pledge: "No Man Shall 
Starve," by Charles E. Green: 

Irrom the Austin (Tex.) American]
 
D~szTrzs a~VnIATE Tn= PArrr PueDGz: 'No mAN unaLL vrAaYS"
 

(By Chas. .&Green)
 
Roosevelt-bating Democrats joined hands with reactionary Re­

publicans and had their say this week. 
Eager to discredit the administration, they scuttled the bill for 

'recoverable expenditures"-the lending bill-eand destroyed the 
housing program.

These two measures remained, with the curtailed relief program. 
mainstays of the Government's effort to carry the Nation on to­
ward reemployment, busy factories, buying capacity, 'busnea 
Stimulua. 

Their wreckage shows that partisan politics of '40 already baa 
stifled the Nation's hopes of constructive action ly this Congress. 

Many of these Democratic House Members rode Into office on 
the Nation's confidence in Franklin D. Roosevelt, -hispolicies, and 
gaims. Many persons believed with the President that wealth must 
be better distributed in every part of the country-jarred from 
the control of the money barons of Wanl Street. 

They now have destroyed much of the effect of the lending-
spending works program of the past. They have blasted the honea 
of hundreds of thousands of workers' families for food and shelter 
and clothing this winter. They have played Into the hands of 
unemployment; they have put terror into the minds off thos 
people who were told that "nobody shall starve In this Nation." 

But, most of all, they have played into the hands of the bourbon 
aristocracy of the Republican ra"nks who could never see further 
than the inside of their money vaultz. 

They have scuttled the hopes for reform of the masses Who can 
no longer look toward a liberal viewpoint of the Democratic Party.
Their action strikes at the hopes of the Democratic Party In 1940. 

In 1924 the Republican Party -. as well pleased with the choike 
of John W. Davis as the Democratic nominee. Republicans ap
proved it. They chuckled over It. Whether Coolidge or DaTO 
went in. a good conservative was In the fiaddla. 
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They apprve nlayls' Selection and voted the Republican ticket, buying power for the necessaries of life for all the people iia 
IIn14 hr ay be some parallel. In 1919 people began to this country. I believe we can. 

tire of the idealism of Woodrow Wilson: of the reforms he soughtwhhae-ti
In this cynicism, they turned to Harding and his materialism. 

Whc brcught on the subsequent Hoover debacle, 
Wilso failed to stem the flight of the masses because he was 

A tired, sick man. He was defeated in spirit and soul. He had been
broken on the rack of political persiflage.gruthtmrednerhebnrofheIetyeae

Today there are many who are tired of Roosevelt; tired of his 
ebuliient Idealism. The arch conservative who prates of rugged
individualism and the Constitution has snatched his lantern and 
Is galloping dawn the highway shouting. "The Communists are 
coming."

Wall Street, which no longer can dictate the Interest rate that 
business pays on Investments, Is disgruntled with "this meddling
Government." that won't let it exact its full tribute from the 
"principalities" that constitute "their" United States of America. 

But being tired of Roosevelt Is a poor excuse for stranding
hundreds of thousands of American families, still the victims of 
Hoover's depression, to bleak hopelessness of a return to Hoover 
policies-rewards for the powerful; subsidies and tax refunds for 
the rich; contempt for the poor; starvation for the jobless. 

Thus it Is that, while the Senate might have been expected to 
start the wreckage. Democrats in the House have stunned the 
Nation the worst since an inane Congress mumbled politics while 
RePublicans crushed the wealth from the land and their livelihood
fromt the people back In 1930-31. 

Let the coalition of Democrats and Republicans take the political
destiny of this Nation from the hands of the masses and invest It 
again with the eastern moneyed interests. Let them plant it under
the same standard that nearly crushed a mighty nation In 1930,
1931. and 1932. Let them count their votes and chuckle In the 
cloakrooms and rub their hands In glee, t 

But there will be a day of reckoning. The man in the Whit 
House today Is not a sick, tired individual. The revolters against
the sell-out of the party will have a virile leader. In the districts 
of these deserter Democrats and elsewhere there will be rumblings,
growlings, Human misery knows no season-and no political party. 

Mr. President, we have in the United States sufficien., nat-
ural resources, sufficient labor, and sufficient capital to 
develop those resources to feed every hungry mouth, to 
clothe every half-clad body, and to furnish shelter fox' every
family in need in the Nation, This administration is under-
taking to bring those three things together in a proper rela-
tion; it has undertaken to redistribute the national income 
in such a manner that every person would have a buying 
power. It Is not so much that we need more loans in this 
country; it is not so much that we need construction of new 
factories, although that would follow certainly; what big 
business needs today is not so much so-called confidence as 
it needs cosh customers, because cash customers wiUl result 
In confidence. 

Since this depression began labor-saving inventions have 
displaced millions of laborers. I recently rode through the 
city of Pittsburgh where there were pointed out to me fac-
tories in which I was told one could walk for a block and not 
see a worker; yet those factories were operating by mechan-
ical devices. Mechanical inventions have so displaced labor 
that if we were "back to normal" in some regards we still 
would have a great army of unemployed, 

It is not enough to shrug our shoulders and say that these 
people can live; they will get along. How will they get 
along? Some say, "Balance the Budget." I should like to 
balance the Budget all right; but balancing the Budget will 
not give employment to persons who are out of jobs because 
of mechanical inventions, 

There is enough of wealth in this country. The problem 
is to get it into circulation in the proper manner. This ad-
ministration has undertaken to cut down the number (of
hours and distribute the work. This administration has 
undertaken to cut off labor unemployment at both ends by 
the youth program on the one hand and pensions for needy 
old people on the other. This administration has under-
taken to set up Government force pumps that force money 
out to the forks of the creek, so tha~t it will come back in the
form of buying power. 

it has been charged that we have a deficit. Indeed we 
have. I wish we could pay. I believe we can pay. We 
have $55,000,000,000 worth of tax-exempt bonds. There is 
$55,000,000,000 of wealth in this country which is not con-
tributing to taxation, $55,000,000,000 that does not pay tax 
either as to income or as to principal; and then we are told 
that we cannot have an economy that will provide merely a 

There are those wh aetemporarily stymied thsPro­
gram, but I challenge them. There is no mistaking the 
Issues. It is the ~ame fight that was fought and the same 
gruthtmcednerhebnrofheLetyeae 

in 1936. Trhere has been some attempt to confuse the issues. 
There is no confusing of the issues. It is the same invisible 
financial government that wrecl~ed this country before by the 
cnctaino elhit h ad ftefwwt h 
ocnrto fwat no h ad ftefwwt h 

accompanying poverty on the part of the many.
Money gravitates toward the hands of a few just as surely

ashaybde al'uldb h law of gravty Divide 
a ev oisflpl~u .ewo ry
all the money equally tonight, and tcrmorrow night some 
persons would be rich and some would be broke. The 
second night the rich would be richer and fewer, and the 
poor would be poorer and more numerous; and that process
continues. The poor cannot stop It, or they never would be 
poor. The rich will not stop it, because to do so does not 
square with human conduct. There is only one power that 
can stop it. There Is only one power that can set up an 
offsetting pressure, bringing about a constant redistribu­
tion of purchasing power, and that is the Government. I 

nesadttthpuoeofGvrm tisopoec
nesadta h ups fGvrmn st rtc

the weak from the strong, to prevent the strong from ex­
ploiting the weak. 

Some persons talk about the right to make money. One 
fellow's right isteprdbthohrflowsig.On

eprdb h te elwsrgt n 
man's right to make money is tempered by another man's 
right to make a living. When his children tug at his coat 
and beg for bread, he has a right for a day's labor to give 
them shelter and food and clothing and schooling. 

Yes; we have made mistakes. We would be foolish to 
say that we have not. We have made mistakes; but we 
dd not make the mistake of doing nothing when men were 
hungry and out of employment and could not get it. That 
is the one mistake we have not made. The trouble is, too 
many people, like the window washer, Just see the dirt on 
the window in front of them-the little W. P. A. trouble 
down here, the rough spot over there somrewhere-and 
they say, "Look at those things," and point them out to us. 
Yes; they are mistakes. The window washer up on the 
sky'scraper sees the dirt on the window. That is all he sees. 
He does not see the great foundation stones that support the 
building. He does not see the great sweep of architectural 
beauty. He does not see the tiers of useful offices. All he 
sees is the dirt on the window in front of him. 

Back away and take a panoramic view of this administra­
tion. Look at America today and look at her in 1932, and 
you will be impressed by the difference between what this 
administration has done for America and what the other 
administration did to America. 

There is no mistaking the issue. The opponents of the 
administration are marching under the same banners. They, 
shouted "Rugged individualism!" in 1932. They shouted 
"Save the Constitution!" in 1936; and that is just what we 
did, We took it off the shelf and made it a living, breathing, 
dynamic document. 

They say, "Save the Constitution!" We say, "Save labor 
from economic slavery!" 

They say to us, "Save the Constitution!" We say, "Save 
home owners from being driven out from under their 
shelter.' 

They say, "Save the Constitution!, We say, "Save chil­
dren from going to bed at night hungry," 

They say, "Save the Constitution!" We say, "Save the 
workers from sweatshops." 

They say, "Save the Constitution!" We say, "Save the 
old people from the disgrace of a poorhouse!" and that 
is what we have done. It is the same battle. This program
has been thwarted and stymied by the same forces which 
marched under the banner Of "Save the Constitution from 
the Democrats!" and that Is funny. 

Out of 67 unconstitutional laws Passed since the Govern­
ment was organized down to this administration, 21 were 
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passed by Democratic Connreses and 42 were passed by Re-
publican Congresses. 

I think Abraham Lincoln was a great makn a great Ameri-
can, cnd a great constitutional lawyer; and yet in his admin-
Istrationi Republican Congresses passed six unconstitutional 
laws. 

I think Theodore Roosevelt was a great man and a great
American. and yet under Theodore Roosevelt Republican
Congresses passed seven unconstitutional laws. 

Under the administration of Ulysses S. Grant 12 uncon-
stitutional laws were passed, more than half as many as had 
been passed by all the Democrats from the organization of 
this Government down to this administration,

"Save the Constitution!"l That is what we have done. 
We have saved it and made It a living, breathing document. 
We have made it a tower of strength, a haven of refuge for 
the weak; and that is what our opponents cannot stand. 
They have hamstrung the people's program. The wage 
earner has been thrown for a loss. The unemployed have 
been kicked in the teeth. This Congress has let the people
down. But we are not discouraged. We will meet you at 
the polls, those of you who have stopped this program,

You say we have a debt. Why, the increase in the value 
of securitics on the stock market alone would pay the in-
crease in the public debt. The Increase in the national 
Income alone would pay much of that debt. Any Man 
Judges a balance sheet by both sides; not alone by the one 

sie hoshihsipl h labliisbu ls b hesiesiewihsx~ysostelaiiis u lob h ie
which shows the assets. 

Loc k across America today, and you see a rising tide of 
Prosperity. You see monuments of this administration; you 
see school buildings. libraries, public buildings, fine roads,
everywhere standing as monuments. 

Yes; the Issues Pre drawn. They are clear. Those who 
are marching with the financial hierarchy that wants again 
to take control of the Government, I put you on notice:
This is the people's program which has been temporarily
t~h varted. and the people will meet. yo t h pls.Smlner 

The PRESIDING OFFCmR. The question is on agreeing
to the conference report. 

Mr. KING. I move the adoption of the report.
Mr. LA FOLLE'ITE. I ask for the yeas and nays. 
The yeas and nays were ordered, and the legislative clerk

proceeded to call the roll. 
Mr. DAVIS (when his name was called). I have a generalPair with the Junior Senator from Kentucky (Mr. LoGA99].

I understand that if he were present he would vote as I am 
abouit to vote. Therefore, I am at liberty to vote. I vote
".yea.,' 

Mr. HARRISON (when his name was called). I have a 
general pair with the senior Senator from Oreg'in (Mr. 
McNARY] and in his absence I withhold my vote. If per­
mitted to vote, I would vote "lyea." 

The roll call was concluded. 
Mr. AUSTIN. I announce the necessary absence of the 

Senator from New Jersey (Mr. BARBOUu] and the Seatr 
from Oregon [Mr. McN.ARYL Both of these Sena~torif 
present would vote "yea." 

Mhr. MRINTON. I announce that the Senator from Wash­
ington [Mr. BONE~], the Senator from Michigan [Mr.
BROWN], the Senator from Idaho [Air. CL.ARK]. the Senator 
from Iowa [Mr. GrsLV`1`rE], the Senator from Virginia [lMr.
GLASS], the Senator from Rhode Island [Mr. GaREEN, the 
Senator from West Virginia [Mdr. HOLT]. the Senator from 
Delaware [Mr. HuGHEs], the Senator from Connecticut (Mr.
MALONEY]. the Senator from West Virginia [Mr. Nm~zy].
and the Senator from -New Jersey (Mr. SWATHmns] are nec­
essarily detained from the Senate. I am advised that if 
present and voting, these Senators would vote "-yea." 

The Senator from Mississippi [Mr. BnLSo], the Senator 
from Arkansas [Mrs. CARAWAY], the Senator from Ohio [Mr.
DONtAHYL, the Senator from California [Mr. DOWNzy]. the 
Senator from Alabama (Mr. HILL], the Senator from Louisi 
ana (Mr. OVERTON], and the Senator from North Carolina 
[Mr. REYNfOLDS] are unavoidably detained. 
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Mr. RAD)CLIFF'E. I announce that my colleague (Mr.

TYDINGs] is unavoidably detained. I am advised that If 
present and voting. he would vote "yea."

Mr. STEWART. I have a general pair with the Senator 
from Oregon [Mr. HOLMANI. I transfer that pair to the 
Senator from New Jersey [Mr. SxATHERsl and vote. 

Mr. BURKE. I desire to announce that the Junior Sen­
ator from Virginia [Mr. BYRD] Is unavoidably detained. 
If present he would vote "yea."

Mr. BARKLEY. I wish to announce the unavoidable ab­
sence of my colleague, the Junior Senator from Kentucky
[Mr. LOGAN], and to announce that If he were present he 
would vote "yea."1

Mr. SEHIPSTEAD. I have a pair with the senior Sen. 
ator from Virginia [Mr. GLASS]. I am Informed that If 
present he would vote as I am about to vote. I vote "yea."

Mr. LUCAS. My colleague, the Junior Senator from 1111­
nois [Mr. SLATTERY], is unavoidably detained. If preseat
he would vote "yea.'

Mr. McKELL-AR (after having voted In the afflrmative).
I have a general pair with the senior Senator fro Dela­
ware (Mr. TowwsznD] which I transfer to the Senator from 
Connecticut 1Mr. MA~oNrrl and allow my vote to stand. 

The result was announced-yeas 59, nays 4. as follows: 
AS4
 

Adanm. Davis Lodge Sheppard
 
Andrews George Lucas Shipsteati
 
AFhurst Gerry Lundeen SmithAustin Gibson McCarran Stewart
 
Bailey Guftey Mdc~ellar Taft
 
Banlhead Ourney mdead Thorns.. Okia.
Bark~ley Hale Miller Thomsosa UtahBora Hatch Minton Truman
 
Buiow Boyden Murray Vandenberg

Burke Herring Nye Van Nuys
Byrne. Johnson, Calif. O'Maboney Wagnercappe Johnso. 4. -lo. Plttman Walsh
 
Chavez King nadcliffe Who"~

Clark. Mo. La Follette Schwartz whit.Danaher Lee Schwellenbach 

NT­
Pppr4u 

Babu o NOT HuhO.TSNtte
 
BiUbo :'razier Logan smathers
 
Boine Gilette McNary TAbbey

Bridges Chase Maloney Townsend

Brow Green Neely 'Ivdinge
Byrd Harrlson Norris Wiley
Caraway Hill overtonClark. Idaho Holmnan Reed 
Donahey Holt Reynolda 

So the report was agreed to. 
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[CHAPTER 666-1ST SESSION]
 
[H. R. 6635]
 

AN ACT
 
To amend the Social Security Act, and for other purposes.
 

Be it enacted by the Senate and Houme of Rep-resentatives of the 
United States of America in Congress assembled, That this Act may 
be cited as the "Social Security Act Amendments of 1939". 

TITLE I-AMENDMENTS TO TITLE I OF THE SOCIAL 
SECURITY ACT 

SEC. 101. Section 2 (a) of the Social Security Act is amended to 
read as follows: 

"(a) A State plan for old-age assistance 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 participation by the State; (3) either provide for the estab­
lishment 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 for old-age assistance is 
denied, an opportunity for a, fair hearing before such State agency; 
(5) provide such methods of administration (including after January 
1, 1940, methods relating to the establishment and maintenance of 
personnel standards on a merit basis, except that the Board shall 
exercise no authority with respect to the selection, tenure of office, 
and compensation of any individual employed in accordance with 
such methods) as are found by the Board to be necessary for the 
proper and efficient operation Of the plan; (6) provide that the 
State agency will make such reports, in such form and containing 
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; (7) effective July 1, 1941, provide that the State 
agency shall, in determining need, take into consideration any other 
income and resources of an~individual claiming old-age assistance; 
and (8) effective July 1, 1941, provide safeguards which restrict the 
use or disclosure of information concerning applicants and recipients 
to purposes directly connected with the administration of old-age 
assistance."~ 

SEC. 102. Effective January 1, 1940, section 3 of such Act is 
amended to read as follows: 

"4PAYMENT 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 
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commencing January 1, 1940, (1) an amount, which shall be used 
exclusively as old-age assistance, 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 needy individuml 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 expendi­
ture with respect to any individual for any' month as exceeds $40, 
and (2) 5 per centumn of such amount, which shall be used for paying 
the costs of administering 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 contain­
ing its estimate of the total sum to be expended in such quarter 
in accordance with the Provisions of such clause, and stating 
the amount appropriate or made available by the Stateand 
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 (A) 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 under clause 
(1) of subsection (a) for such quarter, and (B) reduced by a 
sum equivalent to the pro rata share to which the United States 
is equitably entitled, as determined by the Board, of the net 
amount recovered during an rirqarter by the State or any 
political subdivision thereof with respect to old-age assistance fur­
nished under the State plan; except that such increases or reduc­
tions shall not be made to the extent that such sums have been 
applied to make the amount certified for any prior quarter 

tan lssgreaer rhe moun esimaed b th Bord for. such 
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paragraph.)ofti 
"(3 ) The Secretary of the Treasury shall thereupon, 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 Bo-ard, the 
amount so certified, increased by 5 per centum." 

SEC. 103. Section 6 of such Act is amended to read as follows: 
"~SEC. 6. When used in this title the term 'old-age assistance' 

means money payments to needy aged individuals." 
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TITLE II-AMENDMENT TO TITLE II OF THE SOCIAL 
SECURITY ACT 

SEC. 201. Effective January 1, 1940, title II of such Act is amended 
to read as follows: 

"TITLE 11-FEDERAL OLD-AGE AND SURVIVORS 
INSURANCE BENEFITS 

"4FEDERAL OWD-AGE AND SURVIVORS INSURANCE TRUST FUND 

"SEc. 201. (a) There is hereby created on the books of the Treasury 
of the United States a trust fund to be known as the 'Federal Old-Age
and Survivors Insurance Trust Fund' (hereinafter in this title called 
the 'Trust Fund'). The Trust Fund shall consist of the securities 
held by the Secretary of the Treasury for the Old Age Reserve 
Account and the amount standing to the credit of the Old Age Re­
serve Account on the books of the Treasury on January 1, 1940, 
which securities and amount the Secretary of the Treasury is author­
ized and directed to transfer to the Trust Fund, and, in addition, 
such amounts as may be appropriated to the Trust Fund as herein­
after provided. There is here y appropriated to the Trust Fund 
for the fiscal year ending June 30, 1941, and for each fiscal year there­
afte'r, out of any mnoneys in the Treasury not otherwise appropriated, 
amounts equivalent to 100 per centum of the taxes (including interest., 
penalties, and additions to the taxes) received under the Federal 
Insurance Contributions Act and covered into the Treasury.

"(b) There is hereby created a body to be known as the Board 
of Trustees of the Federal Old-Age and Survivors Insurance Trust 
Fund (hereinafter in this title called the 'Board of Trustees') 'which 
Board of Trustees shall be composed of the Secretary of the Treasury, 
the Secretary of Labor, and the Chairman of the Social Security 
Board, all ex officio. The Secretary of the Treasury shall be th~e 
Managing Trustee of the Board of Trustees (hereinafter in this title 
called the 'Managing Trustee'). It shall be the duty of the Board 
of Trustees to­

"1) Hold the Trust Fund; 
"(2 Report to the Congress on the first day of each regular 

session of the Congress on the operation and status of the Trust 
Fund during the preceding fiscal year and on its expected 
operation and status during the next ensuing five fiscal years;

"(3) Report immediately to the Congress whenever the Board 
of Trustees is of the opinion that during the ensuing five fiscal 
years the Trust Fund will exceed three times the highest annual 
expenditures anticipated during that five-fiscal-year period, and 
whenever the Board of Trustees is of the opinion that the amount 
of the Trust Fund is unduly small. 

The report provided for in paragraph (2) above shall include a 
statement of the assets of, and the disbursements made from, the 
Trust Fund during the preceding fiscal year, an estimate of the 
expected future income to, and disbursements to be made from, the 
Trust Fund during each of the next ensuing five fiscal years, and 
a statement of the actuarial status of the Trust Fund. 



4 [PUB. 370.1 

"1(c) It shall be the duty of the Managing Trustee to invest such 
portion of the Trust Fund as is not, iin his judgment, required to 
meet current withdrawals. Such investments 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 o'f 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 Trust Fund. Such special 
obligations shall bear interest at a rate equal to the average rate of 
interest, computed as to the end of the calendar month next preced­
ing the date of such issue, borne by all interest-bearing obligations 
of the United States then forming a 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 obligations shall be 
the multiple of one-eighth of 1 per centum. next lower than such 
average rate. Such special obligations shall be issued only if the 
Managing Trustee determines that the purchase of other interest­
bearin~g obligations of the United States, or of obligations guaran­
teed as to both principal and interest by the United States on 
original issue or at the market price, is not in the public interest. 

"1(d) Any obligations acquired by the Trust Fund (except special 
obligations issued exclusively to the Trust Fund) may be sold by 
the Managing Trustee at the market price, and such special obliga­
tions may be redeemed at par plus accrued interest. 

"6(e) The interest on, and the proceeds from the sale. or redemp­
tion of, any obligations held in the Trust Fund shall be credited to 
and form a part of the Trust Fund. 

"(f) The Managing Trustee is directed to pay from the Trust 
Fund into the Treasury the amount estimated by himi and the chair­
man of the Social Security Board which will be expende dur­
ing a, three month period by the Social Security Board and 
the Treasury Department for the administration of Title II and 
Title VIII of this Act, and the Federal Insurance Contributions 
Act. Such payments shall be covered into the Treasury as repay­
ments to the account for reimbursement of expenses incurred in con­
nection. with the administration of Titles II and VIII of this Act 
and the Federal Insurance Contributions Act. Such repayments 
shall not be available for expenditures but shall be carried to the 
surplus fund of the Treasury. If it subsequently appear that the 
estimates in any particular three month period were too high or too 
low, appropriate adjustments shall be made by the Managing Trus­
tee in future payments. 

" (g) All amounts credited to the Trust Fund shall be available for 
making payments required under this title. 

"4OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS 

"Primary Insurance Benefits 

"SEC. 202. (a) Every individual, who (1) is a fully insured 
individual (as defined in section 209 (g)) after December 31, 1939, 



[PUB. 379.] 5 

(2) has attained the age of sixty-five, and (3) has filed application 
for primary insurance benefits, shall be entitled to receive a primary 
insurance benefit (as defined in section 209 (e)) for each month, 
beginning with the month in which such individual becomes so 
entitled to such insurance benefits and ending with the month pre­
ceding the month in which he dies. 

"Wife's Insurance Benefits 

"(b) (1) Every wife (as defined in section 209 (i)) of an 
individual entitled to primary insurance benefits, if such wife (A) 
has attained the age of sixty-five, (B) has filed application for wife's 
insurance benefits, (C) was living with such individual at the time 
such application was filed, and (D) is not entitled to receive primary 
insurance benefits, or is entitled to receive primary insurance benefits 
each of which is less than one-half of a primary insurance benefit 
of her husband, shall be entitled to receive a wife's insurance benefit 
for each month, beginning with the month in -which she becomes so 
entitled to such insurance benefits, and ending with the month 
immediately preceding the first month in which any of the following 
occurs: she dies, her husband dies, they are divorced a vinculo 
matrimonii, or she becomes entitled to receive a primary insurance 
benefit equal to or exceeding one-half of a primary insurance benefit 
of her husband. 

"(2) Such wife's insurance benefit for each month shall be equal 
to one-half of a primary insurance benefit of her husband, except 
that, if she is entitled to receive a primary insurance benefit for any 
month, such wife 's insurance benefit for such month shall be reduced 
by an amount equal to a primary insurance benefit of such wife. 

"Child's Insurance Benefits 

"()(1) Every child (as defined in sect-ion 209 (k)) of an 
individual entitled to primary insurance benefits, or of an individual 
who died a fully or currently insured individual (as defined in section 
209 (g) and (h)) after December 31, 1939, if such child (A) has 
filed application for child's insurance benefits, (B) at the time such 
application was filed -was unmarried and had not attained the age 
of 18, and (C) was dependent upon such individual at the time such 
application was filed, or, if such individual has died, was dependent 
upon such individual at the time of such individual's death, shall 
be entitled to receive a child's insurance benefit for each month, 
beginning with the month in which such child becomes so entitled to 
such insurance benefits, and ending with t~he month immediately pre­
ceding the first month in which any of the following occurs: such 
child dies, marries, is adopted, or attains the age of eighteen. 

"(2) Such child's insurance benefit for each month shall be equal 
to one-half of a primary insurance benefit of the individual with 
respect to whose wages the child is entitled to receive such benefit, 
except that, when there i's more than one such individual such benefit 
shall be equal to one-half of whichever primary insurance benefit is 
greatest. 

"(3) A child shall be deemed dependent upon a father or adopting 
father, or to have been dependent upon such individual at the time 
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of the death of such individual, unless, at the time of such death, 
or, if such individual was living, at the time such child's application 
for child's insurance benefits was filed such individual -was not living 
with or contributing to the support o# such child and­

" (A) such child is neither the legitimate nor adopted child of 
such individual, or 

" (B) such child had been adopted by some other individual, or 
" (C) such child, at the, time of such individual's death, was 

living with and supported by such child's stepfather. 
"(4) A child shall be deemed dependent upon a mother, adopting

mother, or stepparent, or to have been dependent upon such indi­
vidual at the time of the death of such individual, only if, at the time 
of such death, or, if such individual was living, at the time such 
child's application for child's insurance benefits was filed, no parent,
other than such individual was contributing to the support of such 
child and such child was not living with its father or adopting 
father. 

"Widow's Insurance Benefits 

"(d) (1) Every widow (as defined in section 209 (j) ) of an 
individual who died a fully insured individual after December 31, 
1939, if such widow (A) has not remarried, (B) has attained the 
age of sixty-five, (C) has filed application for widow's insurance 
benefits, (D) was living with such individual at the time of his death, 
and (E) is not entitled to receive primary insurance benefits, or is 
entitled to receive primary insurance benefits each of which is less thsr 
three-fourths of a primary insurance benefit of her husband, shall 
be entitled to receive a widow's insurance benefit for each month, 
beginning with the month in which she becomes so entitled to such 
insurance benefits and ending with the month immediately preceding
the first month in which any of the following occurs: she remarries, 
dies, or becomes entitled to receive a primary insurance benefit equal 
to or exceeding three-fourths of a primary insurance benefit of her 
husband. 

"(2) Such widow's insurance benefit for each month shall be equal 
to three-fourths of a primary insurance benefit of her deceased hus­
band, except that, if she is entitled to receive a primary insurance 
benefit for any month, such widow's insurance benefit for such month 
shall be reduced by an amount equal to a primary insurance benefit 
of such widow. 

"Widow's Current Insurance Benefits 

"(e) (1) Every widow (as defihed in section 209 (j)) of an individ-
Ual who died a fully or currently insured individual after December 
31, 1939, if such widow (A) has not remarried, (B) is not entitled to 
receive a widow's insurance benefit, and is not entitled to receive pri­
mary insurance bonefits, or is entitled to receive primary insurance 
benefits each of which is less than three-fourths of a primary insur­
aince benefit of her husband, (C) was living with such individual 
at the time of his death, (D) has filed application for widow's cur­
rent insurance benefits, and (E) at the time of filing such application
has in her care a child of such deceased individual entitled to receive 
a child's insurance benefit, shall be entitled to receive a widow's cur­
rent insurance benefit for each month, beginning with the month in 
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which she becomes so ehtitled to such current insurance benefits and 
ending with the month immediately preceding the first month in 
which any of the following occurs: no child of such deceased indi­
vidual is entitled to receive a child's insurance benefit, she becomes 
entitled to receive a primary insurance benefit equal to or exceeding 
three-f ourths of a primary insurance benefit of her deceased husband, 
she becomes entitled to receive a widow's insurance benefit, she 
remarries, she dies. 

"(2) Such widow's current insurance benefit for each month shall 
be equal to three-fourths of a primary insurance benefit of her 
deceased husband, except that, if she is entitled to receive a primary 
insurance benefit for any month, such widow's current insurance 
benefit for such month shall be reduced by an amount equal to a 
primary insurance benefit of such widow. 

"Parent's Insurance Benefit 

"(f) (1) Every parent (as defined in this subsection) of an indi­
vidual 'who died a fully insured individual after December 31, 1939, 
leavino, no widow and no unmarried surviving child under the age 
of eig~ten, if such parent (A) has attained the age of sixty-five, 
(B) was wholly dependent upon and supported by such individual 
at the time of such individual's death and filed proof of such depend­
ency and support within two years of such date of death, (C) has 
not married since such individual's death, (D) is not entitled to 
receive any other insurance benefits under this section, or is entitled 
to receive one or more of such benefits for a, month, but the total for 
such month is less than one-half of a primary insurance benefit of 
such deceased individual, and (E) has filed application for parent's 
insurance benefits, shall be entitled to receive a parent's insurance 
benefit for each month, beginning with the month in wvhich such 
parent becoimes so entitled to such parent's insurance benefits and 
ending with the month immiediately preceding the first month in 
which 'any of the follo-wing occurs: such parent dies, marries, or 
becomes entitled to receive for any month an insurance benefit or 
benefits (other than a benefit under this subsection) in a total amount 
equal to or exceeding one-half of a primary insurance benefit of 
such deceased individual. 

"(2) Such parent's insurance benefit for each month shall be equal 
to one-half of a primary insurance benefit of such deceased individual, 
except that, if such parent is entitled to receive an insurance benefit 
or benefits for any month (other than a, benefit uinder this subsec­
tion), such parent's insurance benefit for such month shall be reduced 
by an amount equal to the total of such other benefit or benefits for 
such month. When there is more than one such individual with 
respect to whose wages the parent is entitled to receive a parent's 
insurance benefit for a month, such bene-fit shall be equal to one-half 
of whichever primary insurance benefit is greatest. 

" (3) As used in this subsection, the term 'parent' means the mother 
or father of an individual, a stepparent of an individual by a mar­
riage contracted before such individual attained the, age of sixteen, 
or an adopting parent by whom an individual was adopted before he 
attained the age of sixteen. 
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"Lump-Sum Death Payments 

"1(g) Upon the death, after December 31, 1939, of an individual 
who died a fully or currently insured individual leaving no surviving 
widow, child, or parent who would, on filing application in the month 
in which such individual died, be entitled to a, benefit for sueh month 
under subsection (c), (d), *(e), or (f) of this section, an amount 
equal to six times a primary insurance benefit of such individual shall 
be paid in a lump-sum to the following person (or if more than one, 
shall be distributed among them) whose relationship to the deceased 
is determined by the Board, and who is living on the date of such 
determination: To the widow or widower of the deceased; or, if no 
such widow or'widower be then living, to any child or children of 
the deceased and to any other person or persons who are, uinder the 
intestacy law of the State where the deceased was domiciled, entitled 
to share as distributees with such children of the deceased, in such 
proportions as is provided by such law; or, if no widow or widower 
and no such child and no such other person be then living, to the 
parent or to the parents of the deceased, in equal shares. A person
who is entitled to share as distributee with an above-named relative 
of the deceased shall not be precluded from receiving a paymneit
under this subsection by reason of the fact that no such named rela­
tive survived the deceased or of the fact that no such named relative 
of the deceased was living on the date of such determination. If 
none of the persons described in this subsection be living on the date 
of such determination, such amount shall be paid to any person or 
persons, equitably entitled thereto, to the extent and in the propor­
tions that he or they shall have paid the expenses of burial of the 
deceased. No payment shall be made to any person under this sub­
section, unless application therefor shall have been filed, by or on 
behalf of any such person (whether or not legally competent), prior 
to the expiration of two years after the date-of death of such indi­
vidual. 

cc'APPLICATION 
"(h) An individual who would. have been entitled to a benefit 

under subsection (b), (c), (d), (e), or (f) for any month had he filed 
application therefor prior to the end of such month, Shall be entitled 
to such benefit for such month if he files application therefor prior 
to the end of the third month immediately succeeding such month. 

"tREDUCTION AND INCREASE OF INSURANCE BENEFITS 

"IS~c. 203. (a) Whenever the total of benefits under section 202, pay­
able for a month with respect to an individual's wages, is more than 
$20 and exceeds (1) $85, or (2) an amount equal to twice a primary 
insurance benefit of such individual, or (3) an amount equal to 80 
per centum of his average monthly -wage (as defined in section 209 
(f )), whichever of such three amounts is least, such total of benefits 
sall, prior to any deductions under subsections (d), (e), or (h),

be4reduced to such least amount or to $20, whichever is greater. 
"(b) Whenever the benefit or total of benefits under section 202,

payable for a month with respect to an individual's wages, is less 
than $10, such benefit or total of benefits shall, prior to any deduc­
tions under subsections (d), (e), or (h), be increased to $10. 
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"(c) Whenever a decrease or increase of the total of benefits for 
a month is made under subsection (a) or (b) of this section, each 
benefit, except the primary benefit, shall be proportionately decreased 
or increased, as the case may be. 

"(d) Deductions, in such amounts and at such time or times as the 
Board shall determine, shall be made from any payment or pay­
ments under this title to which an individual is entitled, until the 
total of such deductions equals such individual's benefit or benefits 
for any month in which such individual: 

"(1) rendered services for wages of not less than $15; or 
"(2) if a child under eighteen 'and over sixteen years of age,

failed to attend school regularly and the Board finds that 
attendance was feasible; or 

"(3) if a widow entitled to a widow's current insurance benefit, 
did not have in her care a child of her deceased husband entitled 
to receive a child's insurance benefit. 

"(e) Deductions shall be made from any' wifes or child's insurance 
benefit to which a wife or child is entitled, until the total of such 
deductions equals such wife's or child's insurance benefit or benefits 
for any month in -whichthe individual, with respect to whose wages
such benefit was payable, rendered services for wages of not less 
than $15. 

"(f) If more than one event occurs in any one month which would 
occasion deductions equal to a benefit for such month, only an amount 
equal to such benefit shall be deducted. 

"(g) Any individual in receipt of benefits subject to deduction 
under subsection (d) or (e) (or who is in receipt of such benefits 
on behalf of another individual), because of the occurrence of an 
event enumerated therein, shall report such occurrence to the Board 
prior to the receipt and acceptance of an insurance benefit for the 
second month following the month in which such event occurred. 
Any such individual having knowledge thereof, who fails to report 
any such occurrence, shall suffer an additional deduction equal to that 
imposed under subsection (d) or (e). 

"(h) Deductions shall also be made from any primary insurance 
benefit to which an individual is entitled, or from any other insurance 
benefit payable with respect to such individual's wages, until such 
deductions total the amount of any lump sum paid to such individual 
under section 204 of the Social Security Act in force prior to the date 
of enactment of the Social Security Act Amendments of 1939. 

ccOVERiPAYMENTS AND UNDERPAYMENTS 

"SEc. 204. (a) Whenever an error has been made with respect to 
payments to an individual under this title (including payments made 
prior to January 1, 1940), proper adjustment shall be made, under 
regulations prescribed by the Board, by increasing or decreasing sub­
selquent payments to which such individual is entitled. If such indi­
vidual dies before such adjustment has been completed, adjustment
shall be made by increasing or decreasing subsequent benefits payable 
wit~h respect to the wages which were the basis of benefits of such 
deceased individual. 

PuB. No. 379--2 
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"1(b) There shall be no adjustment or recovery by the United States 
in any case where incorrect payment has been made to an individual 
who is without fault (including payments made prior to January 1, 
1940), and where adjustment or recovery would defeat the purpose
of this title or would be against equity and good conscience. 

"(c) No certifying or disbursing officer shall be, held liable for any 
amount certified or paid by him to any person where the adjustment 
or recovery of such amount is waived under subsection (b), or where 
adjustment under subsection (a) is not completed prior to the death 
of all persons against whose benefits deductions are authorized. 

ccEVIDENCE, PROCEDURHE, AND CERTIFICATION FOR PAYMENT 

"SEc. 205. (a) The Board shall have full power and authority to 
make rules and regulations and to establish procedures, not incon­
sistent with the provisions of this title, which are necessary or appro­
priate to carry out such provisions, and shall adopt reasonable and 
proper rules and regulations to regulate and provide for the nature 
and extent of the proofs and evidence and the method of taking and 
furnishing the same in order to establish the right to benefits 
hereunder. 

"(b) The Board is directed to make findings of fact, and decisions 
as to the rights of any individual applying for a payment under this 
title. Whenever requested by any such individual or -whenever 
requested by a wife, widow, child, or parent who makes a showing in 
writing that h is or her rights may be prejudiced by any decision the 
Board has rendered, it shall give such applicant and such other indi­
vidual reasonable notice and opportunity for a hearing -with respect 
to such decision, and, if a hearing is held shall, on th~e basis of evi­
dence adduced at the hearing, affirm, modify, or reverse its findings of 
fact and such decision. The Board is further authorized, on its own 
motion, to hold such hearings and to conduct such investigations and 
other proceedings as it may deem necessary or proper for the admnin­
istration of this title. In the course of any hearing, investigation, 
or other proceeding, it may administer oaths and affirmations, exam­
ine witnesses, and receive evidence. Evidence may be received at any
hearing before the Board even though inadmissible under rules of 
evidence applicable to court procedure. 

"(c) (1) On the basis of information obtained by or submitted 
to the Board, and after such verification thereof as it deems neces­
sary, the Board shall establish and maintain records of the amounts 
of wages paid to each individual and of the periods in which such 
wages -were paid and, upon request, shall inform any individual, or 
after his death shall inform the wife, child, or parent of such indi­
vidual, of the amounts of wages of such individual and the periods 
of payments shown by such records at the time of such request.
Such records shall be evidence, for the purpose of proceedings before 
the Board 'or any court, of the amounts of such wages-and the 
periods in which they -were paid, and the absence of an entry~as to 
an individual's wages in such records for any period shall be evidence 
that no wages were paid such individual in such period. 

"(2) After the expiration of the fourth calendar year following 
any year in which wages were paid or are alleged to have been paid 
an individual, the records of the Board as to the wages of such indi­
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vidual for such year and the periods of payment shall be conclusive 
for the purposes of this title, except as hereafter provided. 

"(3) If, prior to the expiration of such fourth year, it is brought. 
to the attention of the Board that any entry of such wages in such 
records is erroneous, or that any item of such wages has been omitted 
from the records, the Board may correct such entry or include such 
omitted item in its records, as the case may be. Written notice of 
any revision of any such entry, which is adverse to the interests of 
any individual, shall be given to such individual, in any case where 
such individual has previously been notified by the Board of the 
amount of wages and of the period of payments shown by such 
entry. Upon request in writing made prior to the expiration of such 
fourth year, or within sixty days thereafter, the Board shall afford 
any individual, or after his death shall afford the wife, child, or 
parent of such individual, reasonable, notice and opportunity for 
hearing with Irespect to any entry or alleged. omission of wages of 
such individual in such records, or any revision of any such entry. 
If a hearing is held, the Board shall make findings of fact and a 
decision based upon the evidence adduced at such hearing and shall 
revise its records as may be required by such findings and decision. 

" (4) After the expiration of such fourth year, the Board may 
revise any entry or include in its records any omitted item of wages 
to conform its records with tax returns or portions of tax returns 
(including information returns and other written statements) filed 
with the Commissioner of Internal Revenue under title VIII of the 
Social Security Act or the Federal Insurance Contributions Act or 
under regulations made under authority thereof. Notice shall be 
given of such revision under such conditions and to such individuals 
as is provided for revisions under paragraph (3) of this subsection. 
Upon request, notice and opportunity for hearing with respect to 
any such entry, omission, or revision, shall be afforded under such 
conditions and to such individuals as is provided in paragraph (3) 
hereof, but no evidence shall be introduced at any such hearing except 
with respect to conformity of such records with such tax returns and 
such other data submitted under such title VIII or the Federal 
Insurance Contributions Act or under such regulations. 

"(5) Decisions of the Board under this subsection shall be review­
able by commencing a civil action in the district court of the United 
States as provided in subsection (g) hereof. 

"(d) For the purpose of any hearing, investigation, or other pro­
ceeding authorized or directed under this title, or relative to any 
other matter within its jurisdiction hereunder, the Board shall have 
power to issue subpenas requiring the attendance and testimony of 
witnesses and the production of any evidence that relates to any 
matter under investigation or in question before the Board. Such 
attendance of witnesses and production of evidence at them designated 
place of such hearing, investigation, or other proceeding may be 
required from any place in the United States or in any Territory 
or possession thereof. Subpenas of the Board shall be served by 
anyone authorized by it (1) by delivering a copy thereof to the 
individual named therein, or (2) by registered mail addressed to 
such individual at his last dwelling place or principal place of busi­
ness. A verified return by the individual so serving the subpena 
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setting forth the manner of service, or, in the case of service by 
registered mail, the return post-office receipt therefor signed by the 
individual so served, shall be proof of service. Witnesses so sub­
penaed shall be paid the same fees and mileage as are paid witnesses 
in the district courts of the United States. 

"(e) In case of contumacy by, or refusal to obey a subpena, duly 
served upon, any person, any district court of the United States for 
the judicial district in which said person charged with contumacy or 
refusal to obey is found or resides or transacts business, upon appli­
cation by the B3oard, shall have jurisdiction to issue on order requiring
such person to appear and give testimony, or to appear and produce 
evidence, or both; any failure to obey such order of the court may be 
punished by said court as contempt thereof. 

"4(f) No person so subpenaed or ordered shall be excused from 
attending and testifying or from producin~g books, records, corre­
spondence, documents, or other evidence on the ground that the testi­
mony or evidence required of him may tend to incriminate him or 
subject him to a penalty or forfeiture; but no person shall be prose­
cuted or subjected to any penalty or forfeiture for, or on account of, 
any transaction, matter, or thing concerning which he is compelled,'
after having claimed his privilege against self-incrimination, to testify 
or produce evidence, except that such person so testifying shall not be 
exempt from prosecution and punishment for perjury committed in 
so testifying. 

"c(g) Any individual, after any final decision of the Board made 
after a hearing to which he was a party, irrespective of the amount in 
controversy, may obtain a review of such decision by a civil action 
commenced within sixty days after the mailing to him of notice of 
such decision or within such further time as the Board may allow. 
Such action shall be brought in the district court of the United States 
for the judicial district in which the plaintiff resides, or has his prin­
cip~al place of business, or, if he does not reside or have hiss rincoipal 

pae of business within any such judicial district, in the Distrit Court 
of the United States for the District of Columbia. As part of its 
answer the Board shall file a certified copy of the transcript of the 
record including the evidence upon which the findings and decision 
complained of are based. The court shall have power to enter, upon
the pleadings and transcript of the record, a judgment affirming, 
modifying, or reversing the decision of the BoardI with or without 
remanding the cause for a rehearing. The findings of the Board 
as to any fact, if supported by substantial evidence, shall be conclusive, 
and where a claim has been denied by the Board or a decision is 
rendered under subsection (b) hereof which is adverse to an individual 
wvho was a party to the hearing before the Board, because of failure of 
the claimant or such individual to submitp roof in conformity with 
any~regulation prescribed under, subsection a hereof, the court shall 
review only the question of conformity with such regulations and the 
validity of such regulations. The court shall, on motion of the Board 
made before it files its answer, remand the case to the Board for 
further action by the Board, and may, at any time, on good cause 
shown, order additional evidence to be taken 'bfore the Board, and 
the Board shall, after the case is remanded, and after hearing such 
additional evidence if so ordered, modify or affirm its findings of fact 
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or its decision, or both, and shall file with the court any such additional 
and modified findings of fact and decision, and a transcript of the 
additional record and testimony upon which its action in modifying 
or affirming was based. Such additional or modified findings of fact 
and decision shall be reviewable only to the extent provided for review 
of the original findings of fact and decision. The judgment of the 
court shall be final except that it shall be subject to review in the same 
manner as a judgment in other civil actions. 

"(h) The findings and decision of the Board after a hearing shall 
be binding upon all individuals who were parties to such hearing. 
No findings of fact or decision of the Board shall be reviewed by any 
person,, tribunal, or governmental agency except as herein provided. 
No action against the United States, the Board, or any officer or 
employee thereof shall be brought under section 24 of the Judicial 
Code of the United States to recover on any claim arising under this 
title. 

"(i) Upon final decision of the Board, or upon final judgment of 
any court of competent jurisdiction, that any person is entitled to 
any payment or payments under this title, the Board shall certify to 
the Managing Trustee the name and address of the person so entitled 
to receive such payment or payments, the amount of such payment 
or payments, and the time at which such payment or payments 
should be made, and the Managing Trustee, through the Division of 
Disbursement of -the Treasury Department, and prior to any action 
thereon by the General Accounting Office, shall make payment in 
accordance with the certification of the, Board: Provided, That where 
a review of the Board's decision is or may be sought under subsection 
(g) the Board may withhold certification of payment pending such 
review. The Managing Trustee shall not be held personally liable 
for any payment or payments made in accordance with a certification 
by the Board. 

"(j) Whein it appears to the Board that the interest of an applicant 
entitled to ea payment would be served thereby, certification of pay­
ment may be made, regardless of the legal competency or incom­
petency of the individual entitled thereto, either for direct payment 
to such applicant, or for his use and benefit to a relative or some 
other person. 

"(k) Any payment made after December 31,1939, under conditions 
set forth in subsection (j), any payment made before January 1, 1940, 
to, or on behalf of, a legally incompetent individual, and any pay­
ment made after December 31, 1939, to a legally incompetent indi­
vidual without knowledge by the Board of incompetency prior to 
certification of payment, if otherwise valid under this title, shall be 
a complete settlement and satisfaction of any claim, right, or interest 
in and to such payment. 

"(1) The Board is authorized to delegate to any member, officer, 
or employee of the Board designated by it any of the powers con­
ferred upon it by this section, and is authorized to be represented by
its own attorneys in any court in any case or proceeding arising under 
the provisions of subsection (e). 

"(in) No application for any benefit under this title filed prior to 
three months before the first month for which the applicant becomes 
entitled to receive such benefit shall be accepted as an application for 
the purposes of this title. 
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"1(n) The Board may, in its discretion, certify to the Managing 
Trustee any two or more individuals of the same family for joint 
payment of the total benefits payable to such individuals. 

"4REPRESENTATION OF CLAIMANTS BEFORE THE BOARD 

"SEC. 206. The Board may prescribe rules and regulations gov­
erning the recognition of agents or other persons, other than attor­
neys as hereinafter provided, representing claimants before the 
Board, and may require of such agents or other persons, before 
being recognized as representatives of claimants that they shall show 
that they are of good character and in good repute, possessed of the 
necessary qualifications to enable them to render such claimants valu­
able service, and otherwise competent to 'advise and assist such 
claimants in the presentation of their cases. An attorney in good 
standing who is admitted to practice before the highest court of the 
State, Territory, District,or insular possession of his residence or 
before the Supreme Court of the United States or the inferior Fed­
eral courts, shall be entitled to represent claimants before the Board 
upon filing wsith the Board a certificate of his right to so practice 
from the presiding Judge or clerk of any such court. The Board 
may, after due notice and opportunity for hearing, suspend or pro­
hibit from further practice before it any such person, agent, or 
attorney who refuses to comply with the Board's rules and regula­
tions or who violates any provision of this section for which a 
penalty is prescribed. The Board may, by rule and regulation, 
prescribe the maximum fees which may be charged for services per­
formed in connection with any claim before the Board under this 
title, and any agreement in violation of such rules and regulations 
shall be void. Any person who shall, with intent to defraud, in any 
manner willfully and knowingly deceive, mislead, or threaten any 
claimant or prospective claimant or beneficiary under this title by 
word, circular, letter or advertisement, or who shall knowingly charge 
or collect directly or indirectly any fee in excess of the maximum fee, 
or make any agreement directly or indirectly to charge or collect any 
fee in excess of the maximum fee, prescribed by the Board shall be 
deemed guilty of a misdemeanor and, upon conviction thereof, shall 
for each offense be punished by a fine not exceeding $500 or by 
imprisonment not exceeding one year, or both. 

"4ASSIGNMENT 

"SEc. 207. The right of any person to any future payment 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 execution, levy, attachment, garn~ishnient, or 
other legal process, or to the operation of any bankruptcy or insol­
vency law. 

"CPENALTIES 

"SEC. 208. Whoever, for the purpose of causing an increase in any 
payment authorized to be made under this title, or for the purpose 
of causing any payment to be made where no payment is authorized 
under this title, shall make or cause to be made any false state, 
ment or representation (including any false statement or repre. 
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sentation in connection with any matter arising under the Federal 
Insurance Contributions Act) as to the amount of any wages paid or 
received or the period during which earned or paid, or whoever 
mnakes or causes to be made any false statement of a, material fact 
in any application for any payment under this title, or. whoever 
makes or causes to be made any false statement, representation, affi­
davit, or document in connection with such an application, shall be 
guilty of a misdemeanor and upon conviction thereof shall be fined 
not more than $1,000 or imprisoned for not more than one year, 
or both. 

"6DEFINITIONS 

"SEc. 209. *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

"(1) 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 prior to 
1940, is paid to such individual by such employer with respect 
to employment during such calendar year;

"c(2) That part of the remuneration which after remuneration 
equal to $3,000 has been paid to an individual with respect to 
employment during any calendar year after 1939, is paid to such 
individual with respect to employment during such calendar 
year;

" (3) The amount of any payment made to, or on behalf of, an 
employee under a plan or system established by an employer which 
makesyprovision for his employees generally or for a class or 
classes of his employees (including- any amount paid by an 
employer for insurance or annuities, or into a fund, to provide
for any such payment), on account of (A) retirement, or (B)
sickness or accident disability, or (C) medical and hospitalization 
expenses in connection with sickness or accident disability, or 
(D) death, provided the employee (i) has not the option to receive, 
instead of provision for such death benefit, any part of such jpay­
ment or, if such death benefit is insured, any part of the premiums 
(or contributions to premiums) paid by his employer, and (ii) 
has not the right, under the provisions of the plan or system or 
policy of insurance providing for such death benefit, to assign
such benefit, or to receive a cash consideration in lieu of such 
benefit either upon his withdrawal from the plan or system pro­

vidngor uchbenfitor pontermination of such plan or system 
or olcyf nsuane o o hs employment with such employer; 
"(4)hepymen by n employer (without deduction from 

theremnertin o th eployee) (A) of the tax imposed upon 
an employee under section 1400 of the Internal Revenue Code 
or (B) of any payment required from an employee under a State 
unemployment compensation law; 

"(5) Dismissal payments which the employer is not legally
required to make; or 

"(6) Any remuneration paid to an individual prior to January
1, 1937. 
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"(b) The term 'employment' means any service performed after* 
December 31, 1936, and prior to January 1, 1940, which was employ­
ment as defined in section 210 (b) of the Social Security Act prior to 
January 1, 1940 (except service performed by an individual after he 
attained the age of. sixty-five if performed prior to January 1, 1939), 
and any service, of whatever nature, performed after December 
31, 1939, by an employee for the person employiing him, irrespective 
of the citizenship or residence of either, (A) withn the United States, 
or (B) on or in connection with an American vessel under a contract 
of service which is entered into within the United States or during the 
performance of which the vessel touches at a port in the United States, 
if the employee is employed on and in connection with such vessel 
when outside the United States, except­

"(1) Agricultural labor (as defined in subsection (1) of this 
section) 

" (2) Domestic service in a private home, local college club, or 
local chapter of a college fraternity or sorority;

" (3) Ca'sual labor not in the course of the employer's trade or 
business; 

" (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; 

"6(5) Service performed or in connection with a vessel not 
an American vessel by an employee, if the employee is employed 
on and in connection with such vessel when outside the United 
States; 

"(6) Service performed in the employ of the United States 
Government, or of an instrumentality of the United States which 
is (A) wholly owned by the United States, or (B) exempt from 
the tax iiposed by section 1410 of the Internal Revenue Code 
by virtue,of any other provision of law; 

"(7) Service performed in the employ of a State, or any politi­
cal subdivision thereof, or any instrumentality of any one or 
more of the foregoing which is wholly owned by one or more 
States or political subdivisions; and any service peformed in the 
employ of any instrumentality of one or more States or political 
subdivisions to the extent that the instrumentality is, with respect 
to such service, immune under the Constitution of the United 
States from the tax imposed by section 1410 of the Internal 
Revenue Code; 

"(8) Service performed in the employ of a corporation, com­
munity chest, fund, or foundation, organized and operated
exclusively for religious, charitable, scientific, literary, or educa­

tioalurpses orfortheprevention of cruelty to children or 
anials ofthenetearnings of which inures to the benefitnopar
of ny harholeror individual, and no substantial partrivte 
of he ctiites f wichiscarrying on propaganda, or otherwise 

attempting, to influence legsain 
"(9) Service performed ya individual as an employee, or 

employee representative as eie in section 1532 of the Internal 
Revenue Code; 

"(10) (A) Service performed in any calendar quarter in 
the employ of any organization exempt from income tax under 
section 101 of the Internal Revenue Code, if­
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"(i) the remuneration for such service does not exceed $45, 
or 

(ii) such service is in connection with the collection of 
dues or premiums for a fraternal beneficiary society, order, 
or association, and is performed away from the home office, 
or is ritualistic service in connection with any such society, 
order, or association, or 

"(iii) such service is performed by a, student who is 
enrolled and is regularly attending classes at a school, 
college, or university; 

"(B) Service performed in the emnploy~ of an agricultural or 
horticultural organization exempt from income tax under sec­
tion 101 (1) of the Internal Revenue Code; 

"(C) Sevc erformed in the employ of a voluntary 
employees' beneficiary association providing for the payment of 
life, sick, accident, or other benefits to the members of such asso­
ciation or their dependents, if (i) no part of its net earnings 
inures (other than through such payments) to the benefit of any 
private shareholder or individual, and (ii) 85 per centum or 
more of the income consists of amounts collected from members 
for the sole purpose of making such payments and meeting 
expenses;­

"c(D) Service performed in the employ of a. voluntary 
employees' beneficiary association providing for the payment of 
life, sick, accident, or other benefits to the members of such 
association or their dependents or their designated beneficiaries, 
if (i) admission to membership in such association is limited to 
to individuals who are officers or employees of the United States 
Government, and (ii) no part of the net earnings, of such asso­
ciation inures (other than through such payments) to the bene­
fit of any prvate shareholder or individual; 

"(E) Service performed in any' calendar quarter in the 
employ of a school, college, or university, not exempt from income, 
tax under section 101 of the Internal Revenue Code, if such 
service is performed by a student who is enrolled and is regularly 
attending classes at such school, college, or university, and the 
remuneration for such service does not exceed $45 (exclusive of 
room, board, and tuition) ; 

"1(11) Service performed in the employ of a foreign govern­
ment (including service as a.consular or other officer or employee 
or a nondiplomatic representative) 

"'(12) Service performed in the employ of an instrumentality 
wholly ,owned by a foreign. government­

"(A) If the service is of a character similar to that per­
formed in foreign countries by employees of the United 
States Government or of an instrumentality thereof; and 

"(B) If the Secretary of State shall certify to the Sec­
retary of the Treasury that the foreign government, with 
respect to whose instrumentality and employees thereof 
exemption is claimed, grants an equivalent exemption with 
respect to similar service performed in the foreign country 
by employees of the United States Government and of 
instrumentalities thereof; 

PUB. No. 379--3 
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Service performed as a student nurse in the employ of 
a hospital or a nurses' training school by an individual who is 
enrolled and is regularly attending classes in a nurses' training 
school chartered or approved pursuant to State law; and service 
performed as an interne in the employ of a hospital by an indi­
vidual who has completed a four years' course in a medical 
school chartered or approved pursuant to State law; 

"(14) Service performed by an individual in (or as an officer 
or member of the crew of a vessel while it is engaged in) the 
catching, talking, harvesting, cultivating, or farming of any kind 
of fish, shellfish, crustacea, sponges, seaweeds, or other aquatic 
forms of animal and vegetable life (including service performed 
by any such individual as an ordinary incident to any such 
activity), except (A) service performed in connection with the 
catching or taking of salmon or halibut,, for commercial pur­
poses, and (B) service performed on or in connection with a 
vessel of more than ten net tons (determined in the manner 
provided for determining the register tonnage of merchant 
vessels under the laws of the United States) ; or 

"1(15) Service performed by an individual under the age of 
eighteen in the delivery or distribution of newspapers or shop­
ping news, not including delivery or distribution to any point 
for subsequent delivery or distribution. 

"(c) If the services performed during one-half or more of any 
pay period by an employee for the person employing him constitute 
employment, all the services of such employee for such period shall 
be deemed to be employment; but if the services performed during 
more than one-half of any such pay period by an employee for the 
person employing him do not constitute employment, then none of 
the services of such employee for such period shall be deemed to be 
employment. As used in this subsection the term 'pay period' means 
a period (of not more than thirty-one consecutive days) for which 
a, payment of remuneration is ordinarily made to the employee by 
the person employing him. This subsection shall not be applicable 
with respect to services performed in a pay period by an employee 
for the person employing him, where any of such service is excepted 
by parag!craph (9) of subsection (b). 

" (d) The term 'American vessel' means any vessel documented or 
-numbered under the laws of the United States; and includes any 
vessel which is neither documented or numbered under the laws of 
the United States nor documented under the laws of any foreign 
country, if its crew is employed solely by one or more citizens or 
residents of the United States or corporations organized under the 
laws of the United States or of any State. 

"(e) The ternm 'primary insurance benefit' means an amount equal 
to the sum of the following­

"(1) (A) 40 per centumn of the amount of an individual's 
average monthly wage if such average monthly wage does not 
exceed $50, or (B3) if such average monthly, wage exceeds $50, 
40 per centum of $50, plus 10 per centum. of the amount by 
which such average monthly wage exceeds $50 and does not 
exceed $250, and 

" (2) an amount equal to 1 per centumn of the amount com­
puted under paragraph (1) multiplied by the number of years 
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in which $200 or more of wages were paid to such individual. 
Where the primary insurance, benefit thus computed is less than 
$10, such benefit shall be $10. 

"(f) The term 'average monthly wage' means the quotient 
obtained by dividing the total wages paid'an individual before the 
quarter in which he died or became entitled to receive primary insur­
ance benefits, whichever first occurred, by three times the number of 
quarters elapsing after 1936 and before such quarter in which he 
died or became so entitled, excluding any quarter prior to the quar­
ter in which he attained the age of twenty-two during which he was 
paid less than $50 of wages and any quarter, after the quarter in 
which he attained age sixty-five, occurring prior to 1939. 

" (g) -The term 'fully insured individual' means any individual with 
respect to whom it appears to the satisfaction of the Board that­

"C(1) He had niot less than one quarter of coverage for each two 
of the quarters elapsing after 1936, or after the quarter in which 
he attained the agre of twenty-one, whichever quarter is later, and 
up to but excluding the quarter in which he attained the age of 
sixty-five, or died, whichever first OCCUrred, and in no case less 
than six quarters of coverage; or 

"c(2) He had at least forty quarters of coverage.
"As used in this subsection, and in subsection (h) of this section, 

the term 'quarter' and the term 'calendar quarter' mean a, period of 
three calendar months ending- on March 31, June 30, September 30, 
or December 31; and the termi 'quarter of coverage' means a calendar 
quarter in which the individual has been paid not less than $50 in 
wvages. When the number of quarters specified in paragraph (1) of 
this subsection is an odd number, for purposes of such paragraph such 
number shall be reduced by one. In any case where an individual 
has been paid in a, calendar year $3,000 or more in wages, each quarter 
of such year follo-wing his first quarter of coverage shall be deemed a 
quarter of coverage, excepting any quarter in such year in which such 
individual dies or becomes entitled to a primary insurance benefit and 
any quarter succeeding such quarter in which he died or became so 
entitled. 

"c(h) The term 'currently insured individual'imeans any individual 
with respect to whom. it appears to the satisfaction of the Board that 
he has been paid wages of not less than $50 for each of not less than 
six of the twelve calendar quarters, immediately preceding the quarter
in which he died. 

"(i) The term 'wife' means the wife of an individual who either 
(1) is the mother of such individual's son or daughter, or (2) was 
married to him prior to January 1, 1939, or if later, prior to the date 
upon which he attained the age of sixty.

"c(j) The term 'widow' (except when used in section 202 (g)) 
means the surviving wvife of an individual who either (1) is the mother 
of such individual's son or daughter, or (2) was married to him prior 
to the beginning of the, twelfth month before the month in which he 
died. 

"(k) The term 'child' (except when used in section 202 (g)) means 
the child of an individual, and the stepchild of an individual by 
at marriage contracted prior to the date upon which he attained the 
age of sixty amid prior to the beginning of the twelfth month before 
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the month in which he died, and a child legally adopted by an 
individual prior to the date upon which he attained the age of sixty
and prior to the beginning of the twelfth month before the month in 
which he died. 

"(I) The term 'agricultural labor' includes all service performed­
"(1) On a farm, in the employ of any person, in connection with 

cultivating the soil, or in connection. with raising or harvesting any 
agricultural or horticultural commodity, including the raising, shear­
ing, feeding, caring for, training, and management of livestock, bees, 
poultry, and fur-bearing animals and wildlife. 

"1(2) In the employ of the owner or tenant or other operator of a 
farm, in connection with the operation, management, conservation, 
improvement, or maintenance of such farm and its tools and equip­
ment, or in salvaging timber or clearing land of brush and other 
debris left by a hurricane, if the maj or part of such service is per-' 
formed on a farm. 

"(3) In connection with the production or harvesting of maple 
sirup or maple sugar or any commodity defined as an agricultural 
commodity in section 15 (g) of the Agricultural Marketing Act, as 
amended, or in connection with the raising or harvesting. of mush­
rooms, or in connection with the hatching of poultry, or in connec­
tion with the ginning of cotton, or in connection with the operation or 
maintenance of ditches, canals, reservoirs, or waterways used exclu­
sively for supplying and storing water for farming purposes. 

"(4) In handling, planting, drying, packing, packaging, process­
ing, freezing, grading, storing, or delivering to storage or to market or 
to a carrier for transportation to market, any agricultural or horti­
cultural commodity; but only if such service is performed as an inci­
dent to ordinary farming operations or, in the case of fruits and vege­
tables, as an incident to the preparation of such fruits or vegetables for 
market. The provisions of this paragraph shall not be deemed to be 
applicable with respect to service performed in connection with com­
mercial canning or commercial freezing or in connection with any 
agricultural or horticultural commodity after its delivery to a termi­
nal market for distribution for consumption. 

"As used in this subsection, the term 'farm' includes stock, dairy, 
poultry, fruit, fur -bearing animal, and truck farms, plantations, 
ranches, nurseries, ranges, greenhouses or other similar structures 
used primarily for the raising of agricultural or horticultural com­
modities, and orchards. 

"(in) In determining whether an applicant is the wife, widow, 
child, or parent of a fully insured or currently insured individual for 
purposes of this title, the Board shall apply such law as would be 
applied in determining the devolution of intestate personal property 
by the courts of the State in which such insured individual is domi­
ciled at the time such applicant files application, or, if such insured 
individual is dead, by the courts of the State in which he was domiciled 
at the time of his death. or if such insured individual is or was not 
so domiciled in any State, by the courts of the District of Columbia. 
Applicants who according to such law would have the same status 
relative to taking intestate personal property as a wife, widow, child, 
or parent shall be deemed such. 
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" (n) A wife shall be deemed to be living with her husband if they 
are both members of the same household, or she is receiving regular 
contributions from him toward her support, or he has been ordered by 
any court to contribute to her support; and a widow shall be deemed 
to have been living with her husband at the time of his death if they 
were both members of the same household on the date of his death, or 
she was receiving regular contributions from him toward her support 
on such date, or he had been ordered by any court to contribute to her 
support." 

TITLE III-AMENDMENTS TO TITLE III OF THE SOCIAL 
SECURITY ACT 

SEc. 301. Section 302 (a) of such Act is amended to read as 
follows: 

"(a) The Board shall from time to time certify to the Secretary of 
the Treasury for payment to each State which has an unemployment 
compensation law approved by the Board under the Federal Unem­
ployment Tax Act, such amounts as the Board determines to be neces­
sary for the proper and efficient administration of such law during 
the fiscal year for which such payment is to be made. The Board's 
determination shall be based on (1) the population of the State; (2) 
an estimate of the number of persons covered by the State law and of 
the cost of proper and efficient 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." 

SEC. 302. Section 303 (a) of such Act is amended to read as 
follows: 

"(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 the Federal Unemployment Tax Act, includes provision 
f or­

" (1) Such methods of administration (including after January 1, 
1940, methods relating to the establishment and maintenance of 
personnel standards on a merit basis, except that the Board shall 
exercise no authority with respect to the selection, tenure, of office, 
and compensation' of any individual employed in accordance with 
such methods) as are found by the Board to be reasonably calculated 
to insure full payment of unemployment compensation when due; 
and 

" (2) Payment of unemployment compensation solely through 
public employment offices or such other agencies as the Board may 
approve; 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 (except for refunds of sums erroneously. paid 
into' such fund and except for refunds paid in accordance with the, 
provisions of section 1606 (b) of the Federal Unemployment Tax 
Act), immediately upon such receipt, to the Secretary of the Treasury 
to the credit of the unemployment trust fund established by section 
904; and 
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"(51) Expenditure of all money withdrawn fromn an unemployment 
fund of such State, in the payment of unemployment compensation, 
exclusive of expenses of administration, and for refunds of sums 
erroneously paid into such fund and refunds paid in accordance with 
the provisions of section 1606 (b) of the Federal Unemployment 
Tax Act; and 

"l~c(6) The making of such reports, in such form and containing such 
iformation, as the Board may from time to time require, and com­

pliance 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 employment, the name, address, ordinary occupation 
and employment status of each recipient of unemployment compen­
sation, and a statement of such recipient's rights to further compensa­
tion under such law; and 

"(8) Effective July 1, 1941, the expenditure of all moneys received 
pursuant to section 302 of this title solely for the purposes and in 
the amounts found necessary by the Board for the proper and efficient 
administration of such State law; and 

"(9) Effective July 1, 1941, the replacement, within a reasonable 
time, of any moneys received pursuant to section 302 of this title, 
which, because of any action or contingency., have been lost or have 
been expended for purposes other than, or in amounts in excess of, 
those found necessary by the Board 'for the proper administration of 
such State law." 

TITLE IV-AMENDMENTS TO TITLE IV OF THE SOCIAL 
SECURITY ACT 

SEc. 401. (a) Clause (5) of section 402 (a) of such Act is amended 
to read as follows: "(5) provide such methods of administration 
(including after January 1, 1940, methods relating to the establish­
ment, and maintenance of personnel standards on a merit basis, except 
that the Board shall exercise no authority with respect to the selec­
tion, tenure of office, and compensation of any individual employed 
in accordance with such methods) as are found by the Board to be 
necessary for the proper and efficient operation of the plan." 

(b) Effective July 1, 1941, section 402 (a) of such Act is further 
amended by inserting before the period at the end thereof a semicolon 
and the following new clauses: "(7) provide that the State agency 
shall, in determining-need, take into consideration any other income 
and resources of any child claiming aid to dependent children; and 
(8) provide safeguards which restrict the use or disclosure of infor­
mation concerning applicants and recipients to purposes directly 
connected with the administration of aid to dependent children" 

SEc. 402. (a) Effective January 1, 1940, subsection (a) of section 
403 of such Act is amended by striking out "one-third" and inserting 
in lieu thereof "one-half", and paragraph (1) of subsection (b) of 
such section is amended by striting out "two-thirds" and inserting 
in lieu thereof "one-half". 

(b) Effective January 1, 1940, paragraph (2) of section 403 (b) 
of such Act is amended to read as follows: 
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"(2) The Board shall then certify to the Secretary of the 
Treasury the amount so estimated by the Board, (A) 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, and (B) reduced by a sum equivalent to the pro rata 
share to which the United States is equitably entitled, as deter­
mined by the Board, of the net amount recovered during any 

pirquarter by the State or any political subdivision thereof 
with respect to aid to dependent children furnished under the 
State plan; except -that such increases or reductions shall not 
be made to the extent that such sums have 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." 

SEC. 403. Section 406 (a) of such Act is amended to read as follows: 
"(a) The term 'dependent child' means a needy child under the age, 

of sixteen, or under the age of eighteen if found by the State agency 
to be regularly attending school, who has been deprived of parental 

spotor care by reason of the death, continued absence from the 
hoeor physical or mental incapacity of a parent, and who is living 
with his father, mother, grandfather, grandmother, brother, sister, 
stepfather, stepmother, stepbrother, stepsister, uncle, or aunt, in a 
place of residence maintained by one or more of such relatives as his 
or their own home;''. 

TITLE V-AMENDMENTS TO TITLES V AND VI OF THE 
SOCIAL SECURITY ACT 

SEC. 501. Section 501 of such Act is amended by striking out 
"$3,800,000" and inserting in lieu thereof "$5,820,000". 

SEC. 502. (a) Subsection (a)' of section 502 of such Act is amended 
by striking out "$1,800,000" and inserting in lieu thereof "$2,800,000"1. 

(b) Subsection (b) of such section 502 is amended by striking out 
"980,000" and inserting in lieu thereof "$1,980,000". 

SEC. 503. Clause, (3) of section 503 (a) of such Act is amended to 
read as follows: " (3) provide such methods of administration (includ­
ing after January 1, 1940, methods relating to the establishment 
and maintenance of personnel standards on a merit basis, except 
that the Board shall exercise no authority with respect to the selec­
tion, tenure of office, and compensation of any individual employed 
in accordance with such methods) as are necessary for the proper 
and efficient operation of the plan." 

SEC. 504. Section 511 of such Act is amended by striking out 
"$2,850,000" and inserting in lieu thereof "$3,870,000". 

SEC. 505. (a) Subsection (a) of section 512 of such Act is amended 
by striking out the words "the remainder" and inserting in lieu thereof 
"$~1,830,000". 

(b) Such section is further amended by inserting after subsection 
(a) the following new subsection: 

"(b) Out of the sums appropriated pursuant to section 511 for each 
fiscal year the Secretary of Labor shall allot to the States $1,000,000 
(in addition to the allotments made under subsection (a)), according 
to the financial need of each State for assistance in carrying out its 
State plan, as determined by him after taking into consideration the 
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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." 

(c) Subsection (b) of such section 512 is amended by striking out 
the letter " (b) " at the beginning thereof and inserting in lieu thereof 
the letter "(c)". 

SEC. 506. Clause (3) of section 513 (a) of such Act is amended to 
read as follows: "(3) provide such methods of administrati on 
(including after January 1, 1940, methods relating to the establish­
ment and maintenance of personnel standards on a merit basis, except 
that the Board shall exercise no authority with respect to the selec­
tion, tenure of office, and compensation of any individual employed 
in accordance with such methods) as are, necessary for the proper 
and efficient operation of the plan." 

SEC. 507. (a) Subsection (a) of section 514 of such Act is amended 
by striking out "section 512" and inserting in lieu thereof "section 
512 (a)". 

(b) Such section 514 is further amended by inserting at the end 
thereof the following new subsection: 

"(c) 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 allotment available under section 512 (b), and the Secretary 
of the Treasury shall, through the Division of Disbursement of the 
Treasury Department, and prior to audit or settlement by the Gen­
eral Accounting Office, make payments of such amounts from such 
allotments at the time or times specified by the Secretary of Labor." 

(c) Section 521 (a) of such Act is amended by striking out 
"$1,500,000" 	 and inserting in lieu thereof "$1,510,000". t 

SEC. 508. (a) Section 531 (a) of such Act is amended by­
(1) Striking out "$1,938,000" and inserting in lieu thereof "$3,500,­

000". 
(2) Striking out "$5,000" and inserting in lieu thereof "$15,000". 
(3) Inserting before the period at the end thereof a colon and the. 

following: "Provided, That the amount of such sums apportioned to 
any State for any fiscal year shall be- not less than $20,000". 

(b) Section 531 (b) of such Act is amended by striking out 
"102,000" and inserting in lieu thereof "1$150,000". 

SEC. 509. Section 601 of such Act is hereby amended to read as 
follows: 

"SEC. 601. For the purpose of assisting States, counties, health 
districts, and other political subdivisions of the States in establishing 
and maintaining adequate public health services, including the train­
ing of personnel for State and local health work, there is hereby 
authorized to be appropriated for each fiscal year, beginning with 
the fiscal year ending June 30, 1940, the sum of $11,000,000 to be 
used as hereinafter provided." 

TITLE VI-AMENDMENTS TO TH4E INTERNAL REVENUE 
CODE 

SEc. 601. Section 1400 of the Internal Revenue Code is amended 
to read as follows: 
"SEC. 1400. RATE OF TAX. 

"In addition to other taxes, there shall be levied, collected, and 
paid upon the income of every individual a tax equal to the following 
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percentages of the wages (as defined in section 1426 (a)) received 
by him after December 31, 1936, with respect to employment (as 
defined in section 1426 (b)) after such date: 

"(1) With respect to wages received during the calendar years 
.1939, 1940, 1941, and 1942, the rate shall be 1 per centum. 

"1(2) With respect to wages received during the calendar years 
1943, 19442 and 1945, the rate shall be 2 per centum. 

(3) With respect to wages received during the calendar years 
1946, 1947, and 1948, the rate shall be 21/2 per centum. 

"(4) With respect to wages received after December 31, 1948, 
the rate shall be 3 per centum." 

SEC. 602. (a) Section 1401 (c) of the, Internal Revenue Code is 
amended to read as follows: 

"(c) ADJUSTMENTS.-If more or less than the correct amount of tax 
imposed by section 1400 is paid with respect to any payment of remu­
neration, proper adjustments, with respect both to the tax and the 
amount to be deducted, shall be made, without interest, in such man­
ner and at such times as may be prescribed by regulations made under 
this subchapter." 

(b) Such section 1401 is further amended by adding at the end 
thereof the following new subsection: 

" (d) SPECIAL RIEFUND.-If by reason of an employee rendering 
service for more than one employer during any calendar year after 
the, calendar year 1939, the wages of the employee with respect to 
employment during such year exceed $3,000, the employee shall be 
entitled to a refund of any amount of tax, with respect to such -wages,
imposed by section 1400, deducted from such wages and paid to the 
collector, which exceeds the tax with respect to the first $3,000 of such 
wages paid. Refund under this section may be made in accordance 
with the provisions of law applicable in the case of erroneous or 
illegal collection of the tax; except that no such refund shall be made 
unless (1) the employee makes a claim, establishing his right thereto, 
after the calendar year in which the employment was performed 
with respect to which refund of tax is claimed, and (2) such claim 
is made within two years after the calendar year in which the wages 
are paid with respect to which refund of tax is claimed. No interest 
shall be allowed or paid with resp(!zt to any such refund." 

SEC. 603. Part I of subchapter A of chapter 9 of the Internal Reve­
nue Code is amended by adding at the end thereof the following new 
section: 
"SEC. 1403. RECEIPTS FOR EMPLOYEES. 

"(a) REQUIREMENT.-Every employer shall furnish to each of his 
employees a written statement or statements, in a form suitable for 
retention by the employee, showing the wages paid by him to the 
employee after December 31, 1939. Each statement shall cover a 
calendar year, or one, two, three, or four calendar quarters, whether 
or not within the same calendar year, and shall show the name of 
the employer, the name of the employee, the period covered by the 
statement, the total amount of wages paid within such period, and 
the amount of the tax imposed by section 1400 with respect to such 
wages. Each statement shall be furnished to the employee not later 
than the last day of the second calendar month following the period 
covered by the statement, except that, if the employee leaves the 
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employ of the employer, the final statement shall be furnished on 
the day on which the last payment of wages is made to the employee. 
The employer may, at his option, furnish such a statement to any 
employee at the time of each payment of wages to the employee dur­
ing any calendar quarter, in lieu of a statement covering such quar­
ter; tand, in such case, the statement may show the date of payment 
of the -wages, in lieu of the period covered by the statement. 

CC(b) PENALTY FOR FAILURE TO FURNISH.-Any employer who -wil­
fully fails to furnish a, statement to an employee in the manner, 
at the time, and showing the information, required under subsection 
(a), shall for each such failure be subject to a civil penalty of not 

more than $5." 
SEC. 604. Section 1410 of the Internal Revenue Code is amended 

to read as follows: 
"SEC. 1410. RATE OF TAX. 

"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 1426 (a)) 
paid by him after December 31, 1936, -with respect to employment 
(as defined in section 1426 (b) ) after such date: 

"1(1) With respect to wages paid during the calendar years 1939, 
1940, 1941, and 1942, the rate shall be 1 per centum. 

"(2) With respect to wages paid during the calendar years 1943, 
1944, and 1945, the rate shall be 2 per centum. 

"(3) With respect to wages paid during the calendar years 1946, 
1947, and 1948, the rate shall be 2½2per centum. 

"(4) With respect to wages paid after December 31, 1948, the rate 
shall be 3 per centumn." 

SEC. 605. Section 1411 of the Internal Revenue Code is amended 
to read as follows: 
"SEC. 1411. ADJUSTMENT OF TAX. 

"If more or less than the correct amount of tax imposed by section 
1410 is paid with respect to any payment of remuneration, proper
adjustments with respect to the tax shall be made, without interest, 
in such manner and at such times as may be prescribed by regula­
tions made under this subchapter.V 

SEc. 606. Effective January 1, 1940, section 1426 of the Internal 
Revenue Code is amended to read as follows: 
"SEC. 1426. DEFINITIONS. 

"When used in this subchapter­
"(a) WAGES.-The term 'wages' means all remuneration for em.­

plo yrent, including the cash value of all remuneration paid in any 
medium other than cash; except that such term shall not include­

"(1) That part of the remuneration -which, after remunera­
tion 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; 

"4(2) The amount of any payment made to, or on behalf of, 
aneployee under a plan or system established by an employer

whic makes provision for his employees generally or for a class 
or classes of his employees (including any. amount paid by an 
employer for insurance or annuities, or into a fund, to provide 
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for any such payment), on account of (A) retirement, or (B) 
sickness or accident disability, or (C) medical and hospitalization 
expenses in connection with sickness or accident disability, or 
(D) death, provided the employee (i) has not the option to receive, 
instead of provision for such death benefit, any part of such 
paym~ent or, if such death benefit is insured, any part of the 
premiums (or contributions to premiums) paid by his employer, 
and (ii) has not the right, under the provisions of the plan or 
system or policy of insurance pr~oviding for such death benefit, 
to assign such benefit, or to receive a cash consideration in lieu 
of such benefit either upon his withdrawal from the plan or system 
providing for such benefit or upon termination of such plan or 
system or policy of insurance -or of his employment with such 
em~ployer;

C9(3) The payment by an employer (without deduction from 
the remuneration of the employee) (A) of the tax imposed upon 
an employee under section 1400 or (B) of any payment required 
from an employee under a State unemployment compensation 
law; or 

"(4) Dismissal payments which the employer is not legally 
required to make. 

"(b) EmPLOYMENT.-The term 'employment' means any service per­
formed prior to January 1, 1940, which was employment as defined in 
this section prior to such date, and any service, of whatever nature, 
performed after December 31, 1939, by an employee for the person 
employing him, irrsective of the citizenship or residence of either, 
(A) within the -Uneisted States, or (B) on or in connection wvith an 
American vessel under a contract of service which is entered into within 
the United States or during the performance of which the vessel touches 
at a, port in the United States, if the employee is employed on and in 
connection with such vessel when outside the United States, except­

"(1) Agricultural labor (as defined in subsection (h) of this 
section) 

"4(2) Domestic service in a private home, local college club, or 
local chapter of a college fraternity or sorority; 

"1(3) Casual labor not in the course of the employer's trade or 
business; 

"1(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; 

"1(5) Service performed on or in connection with a vessel not an 
American vessel by an employee, if the employee is employed on 
and in connection with such vessel when outside the United States; 

"1(6) Service performed in the employ of the United States Gov­
ermient, or of an instrumentality of the United States which is 
(A) wholly owned by the United States, or (B) exempt from the 
tax imposed by section 1410 by virtue of any other provision 
of law; 

"1(7) Service performed in the employ of a State, or any politi­
cal subdivision thereof, or any instrumentality of any one or more 
of the fore,~in which is wholly owned by one or more States or 
political sudivisions; and any service performed in the employ 
of any instrumentality of one or more States or political sub divi­
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sions to the extent that the instrumentality is, with respect to such 
service, immune under the Constitution of the United States from 
the tax imposed by section 1410; 

" (8) Service performed in the employ of a corporation, com­
munity chest, fund, or foundation, organized and operated exclu­
sively for religious, charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to children or animals, 
no part of the net earnings of which inures to the benefit of any
private shareholder or individual, and no substantial part of the 
activities of which is carrying on propaganda, or otherwise 
attempting, to influence legislation;

"1(9) Service performed by an individual as an employee or 
employee representative as defined in section 1532; 

'(10) (A) Service performed in any calendar quarter in the 
employ of any organization exempt from income tax under section 
101, if­

"(i) the remuneration for such service does not exceed $45, or 
"I(ii) such service is in connection with the collection of dues 

or premiums for a fraternal beneficiary society, order, or associa­
tion, and is performed away from the hoe office, or is ritualistic 
service in connection with any such society, order, or associa­
tion, or 

"(iii) such service is performed by a student who is enrolled 
and is regularly attending classes at a school, college, or 
university;

"(B) Service performed in the employ of an agricultural or horti­
cultural organization exempt from income tax undier section 101 (1);

" (C) Service performed in the employ of a voluntary employees'
beneficiary association providing for the payment of life, sick, acci­
dent, or other benefits to the members of such association or their 
dependents, if (i) no part of its net earnings inures (other than 
through such payments) to the benefit of any private shareholder 
or individual, and (ii) 85 per centum or more of the income consists 
of amounts collected from members for the sole purpose of making
such payments and meeting expenses;

"(D) Service performed in the employ of a voluntary employees'
beneficiary association providing for the payment of life, sick, acci­
dent, or other benefits to the members of such association or their 
dependents or their designated beneficiaries, if (i) admission to 
membership in such association is limited to individuals who are 
officers or employees of the United States Government, and (ii) no 
part of the net earnings of such association inures (other than 
through such payments) to the benefit of any private shareholder or 
individual; 

"(E) Service performed in any calendar quarter in the employ of 
a school, college, or university, not exempt from income tax under 
section 101, if such service is performed by a student who is enrolled 
and is regularly attending clse tsc cololge, or universiy 
and the remuneration fr such service does not exceed $45 (exclusive
of room, board, and tuition); 

"(11) Service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a 
nondiplomiatic representative) ; 
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"1(12) Service performed in the employ of an instrumentality 
wholly owned by a foreign government­

"t(A) If the service is of a character similar to that per­
formed in foreign countries by employees of the United States 
Government or of an instrumentality thereof; and 

" (B) If the Secretary of State shall certify to the Secretary 
of the Treasury that the foreign government, with respect to 
whose instrumentality. and emnployees thereof exemption is 
claimed, grants an equivalent exemption with respect to simi­
lar service performed in the foreign country by employees of 
the Unite d States Government and of instrumentalities 
thereof; 

"(13) Service performed as a student nurse in the employ of a 
hospital or a nurses' training school by an individual who is 
enrolled and is regularly attending classes in a nurses' training 
school chartered or approved pursuant to State law; and service 
performed as an interne in the employ of a hospital by an indi­
vidual who has completed a four years' course in a medical school 
chartered or approved pursuant to State law; 

"(14) Service performed by an individual in (or as an officer 
or member of the crew of a vessel while it is engaged in) the 
catching, taking, harvesting, cultivating, or farming of any kind 
of fish, shellfish, crustacea, sponges, seaweeds, or *other aquatic 
forms of animal and vegetable life (including service performed 
by any such individual as an ordinary incident to any such 
activity), except (A) service performed in connection with the 
catching or taking of salmon or halibut, for commercial pur­
poses, and (B) service performed on or in connection with a 
vessel of more than ten net tons (determined in the manner pro­
vided for determining the register tonnage of merchant vessels 
under the laws of the United States) ; or 

"1(15) Service performed by an individual under the age. of 
eighteen in the delivery or distribution of newspapers or shopping 
news, not including delivery or distribution to any point for 
subsequent delivery or distribution. 

"(C) INCLUDED AND ExcLUDED SEvivIcE.-If the services performed 
during one-half or more of any pay period by an employee for the per­
son employing him constitute employment, all the services of such 
employee for such period shall be deemed to be employment; but if the 
services performed during more than one-half of any such pay period 
by an employee for the person employing him do not constitute 
employment, then none of the services of such employee for such 
period shall be deemed to be employment. As used in this subsection 
the term 'pay period' means a period (of not more than thirty-one con­
secutive days) for which a payment of remuneration is ordinarily 
made to the employee by the person employing him. This subsection 
shall not be applicable with respect to services performed in a pay 
period by an employee for the person employing him, where any of 
such service is excepted by paragraph (9) of subsection (b). 

" (d) EMPLOYEE.-The term 'employee' includes an officer of a cor­
poration. 

" (e) STATE.-The term 'State' includes Alaska, Hawaii, and the 
District of Columbia. 
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"1(f) PEmsoN.-The term 'person' means an individual, a trust or 
estate, a partnership, or a corporation. 

"1(g) AMNERICAN VESSEL.-The term 'American vessel' means any 
vessel documented or numbered under the laws of the United States; 
and includes any vessel which is neither documented or numbered 
under the laws of the United States nor documented under the laws 
of any foreign country, if its crew is employed solely by one or more 
citizens or residents of the United States or corporations organized 
under the laws of the United States or of any State. 

"1(h) AGRICULTURAL LABOR.-The term 'agricultural labor' includes 
all services performed­

" (1) On a farm, in the employ of any person, in connection 
with cultivating the soil, or in connection with raising or har­
vesting any agricultural or horticultural commodity, including 
the raising, shearing, feeding, caring for, training, and manage­
ment of livestock,bees, poultry, and fur-bearing animals and 
wildlife. 

"(2) In the employ of the owner or tenant or other operator 
of a farm, in connection 'with the operation, management, con­
servation, improvement, or maintenance of such farm and its 
tools and equipment, or in salvaging timber or clearing land of 
brush and other debris left by a hurricane, if the major part of 
such service is performed on a farmn. 

"(3) In connection with the production or harvesting of maple 
sirup or maple suggar or any commodity defined as an agricul­
tural commodity tinsection 15 (g) of the Agricultural Marketing 
Act., as amended, or in connection with the raising or harvesting 
of mushrooms, or in connection with the hatching of poultry, or 
in connectiona with the ginning of cotton, or in connection with 
the operation or maintenance of ditches, canals, reservoirs, or 
waterways used exclusively for supplying and storing water for 
farming purposes. 

"(4) In handling, planting, drying, packing, packaging, proc­
essing, freezing, grading, storing, or delivering to storage or to 
market or to a carrier for transportation to market, any agricul­
tural or horticultural commodity; but only if such service is 
performed as an incident to ordinary farming operations or, in 
the case of fruits and vegetables, as an incident to the prepara­
tion of such fruits or vegetables for market. The provisions of 
this paragraph shall not be deemed to be applicable with respect 
to service performed in connection with commercial canning or 
commnercial freezing or in connection with any agricultural or 
horticultural commodity after its delivery to a terminal market 
for distribution for consumption. 

"As used in this subsection, the term 'farm' includes stock, dairy, 
poultry, fruit, fur-bearing animal, and truck farms, plantations, 
ranches, nurseries, ranges, greenhouses or other similar structures 
used primarily for the raising of agricultural or horticultural com­
modities, and orchards." 

SEC. 607. Subchapter A of chapter 9 of the Internal Revenue Code 
is amended by adding at the end thereof the following new section: 

"SEC. 1432. This subchapter may be cited as the 'Federal Insur­
ance Contributions Act'." 
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SEC. 608. Section 1600 of the Internal Revenue Code is amended 
to read as follows: 
"SEC. 1600. RATE OF TAX. 

"Every employer (as defined in section 1607 (a)) shall pay for 
the calendar year 1939 and for each calendar year thereafter an 
excise tax, with respect to having individuals in his employ, equal to 
3 per centum of the total wages (as defined in section 1607 (b)) 
paid by him during the calenaer year with respect to emiploymnent 
(as defined in section 1607 (c)) after December 31, 1938." 

SEC. 609. Section 1601 of the Internal Revenue Code is amended 
to read as follows: 
"SEC. 1601. CREDITS AGAINST TAX. 

"(a) CONTRIBUTIONS TO STA'TE UNEMPLOYMENT FUNDS.­
" (1) The taxpayer may, to the extent provided in this sub­

section and subsection (c), credit against the tax imposed by 
section 1600 the amount of contributions paid by him into an 
unemployment fund maintained during the taxable year under 
the unemployment compensation law of a State which is certified 
for the taxable year as provided in section 1603. 

"(2) The credit shall be permitted against the tax for the 
taxable year only for the amount of contributions paid with 
respect to such taxable year. 

" (3) The credit against the tax for any taxable year shall 
be permitted only for contributions paid on or before the last 
day upon which the taxpayer is required under section 1604 
to file a return for such year; except that credit shall be per­
mitted for contributions paid after such last day but before 
July 1 next following such last day, but such credit shall not 
exceed 90 per centum of the amount which would have been, 
allowable as credit on account of such contributions had they 
been paid on or before such last day. The preceding provisions 
of this subdivision shall not apply to the credit against the tax 
of a taxpayer for any taxable year if such taxpayer's assets, at 
any time during the period from such last. day for filing a return 
for such year to June 30 next following such last day, both 
dates inclusive, are in the custody or control of a receiver, trustee, 
or other fiduciary appointed by, or under the control of, a court 
of 4competent jurisdiction. 

"(4) Upon'the payment of contributions into the unemploy­
mient fund of a State which are required under the unemployment 
compensation law of that State with respect. to remunmer­
ation on the basis of which, prior to such paymeiit into the 
proper fund, the taxpayer erroneously paid an amount as con­
tributions under ,another unemployment compensation law, the 
payment into the prpe fund shall, for purposes of credit 
against the tax, be deemed to have been made at the time of 
the erroneous payment. If, by reason of such other law, the 
taxpayer was entitled to cease Ipaying contributions with respect 
to services subject to such other law, the payment into the 
proper fund shall, for purposes of credi.t against the tax, be 
deemed to have been made on the dlate thelretutirn for the taxable 
year was filed under section 1604. 
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"4(5) Refund of the tax (including penalty and interest col­
lected with respect thereto, if any), based'on any credit allowable 
under this section, may be made in accordance with the provi­
sions of law applicable in the case of erroneous or illegal collec­
tion of the tax. No interest shall be allowed or paid on the 
amount of any such refund. 

`(b) ADDITIONAL CREDIT.-In addition to the credit allowed under 
subsection (a), a taxpayer may credit against the tax imposed by 
section 1600 for any taxable year an amount, with respect to the 
unemployment compensation law of each State certified for the tax­
able year as provided in section 1602 (or with respect to any provi­
sions thereof so certified), equal to the amount, if any, by which 
the contributions, required to be paid by him with respect to the 
taxable year-were less than the contributions such taxpayer would 
have been required to pay if throughout the taxable year he had 
been subject under such State law to the highest rate applied there­
under in -the taxable year to any person having individuals in his 
employ, or to a rate of 2.7 per centum, whichever rate is lower. 

"(c) LIMIT ON TOTAL CREDITS.-The total credits allowed to a 
taxpayer under this subchapter shall not exceed 90 per~centum of 
the tax against -which such credits are allowable." 

SEC. 610. (a) Section 1602 of the Internal Revenue Code is 
amended to read as follows: 
"SEC. 1602. CONDITIONS OF ADDITIONAL CREDIT ALLOWANCE. 

"(a) STATE STANDARDS.-A taxpayer shall be allowed an additional 
credit under section 1601 (b) with respect to any reduced rate of con­
tributions permitted by a State lawv, only if the Board finds that under 
such law­

"(1) No reduced rate of contributions to a pooled fund or to a 
partially pooled account, is permitted to a person (or group of 
persons) having individuals in his (or their) employ except on 
the basis of his (or their) experience with respect to unemploy­
ment or other factors bearing a direct relation to unemployment 
risk during not less than the three consecutive years immediately 
preceding the computation date; 

"(2) No reduced rate of contributions to a guaranteed employ­
ment account is permitted to a person (or a group of persons) 
having individuals in his (or their) employ unless (A) the guar­
anty of remuneration was fulfilled in the year preceding the 
computation date; and (B) the balance of such account amounts 
to not less than 2½/per centumi of that part of the pay roll or pay 
rolls for the three years preceding the computation date by which 
contributions to such account were measured; and (C) such con­
tributions w,,ere payable to such account with respect to three 
years preceding the computation date; 

" (3) Such lower rate, with respect to contributions to a separate 
reserve account, is permitted only when (A) compensation has 
been payable fromn such account throughout the preceding cal­
endar year, and (B) such account amounts to not less than five 
times the largest amount of compensation paid from such account 
within any one of the three preceding calendar years, and (C) 
such account amounts to not less than 71pe/ cntino thtoa 
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wages payable by him (plus the total -wages payable by any other 
employers who may be contributing to such account) with respect 
to employment in such State in the preceding calendar year. 

"(4) Effective January 1, 1942, paragraph (3) of this subsection 
is amended to read as follows: 

" '(3) No reduced rate of contributions to a reserve account 
it permitted to a person (or group of persons) having individuals 
in his (or their) employ unless (A) compensation has been pay­
able from such account throughout the year preceding the compu­
tation date, and (B) the balance of such account amounts to not 
less than five times the largest amount of compensation paid from 
such account within any bne of the three years preceding such 
date, and (C) the balance of such account amounts to not less than 
2½/per centum of that part of the pay roll or pay rolls for the 
three years preceding such date by which contributions to such 
account were measured, and (D) such contributions were payable 
to such account with respect to the three years preceding the 
computation date.' 

"(b) CERTIFICATION BY THE BOARD WITH RESPECT To ADDITIONAL 

CREDIT ALLOWANCE.­
"(1) On December 31 in each taxable year, the Board shall 

certify to the Secretary of the Treasury the law of each State 
(certified with respect to such year by the Board as provided in 
section 1603) with respect to which it finds that reduced rates of 
contributions were allowable with respect to such taxable year 
only in accordance with the provisions of subsection (a) of this 
section. 

"t(2) If the Board finds that under the law of a single State 
(certified by the Board as provided in section 1603) more than 

one type of fund or account is maintained, and reduced rates of 
contributions to more than one type of fund or account were 
allowable with respect to any taxable year, and one or more of 
such reduced rates were allowable under conditions not fulfilling 
the requirements of subsection (a) of this section, the Board 
shall, on December 31 of such taxable year, certify to the Secre­
tary of the Treasury only those provisions of the State law pur­
suant to which reduced rates of contributions were allowable 
with respect to such taxable year under conditions fulfilling the 
requirements of subsection (a) of this section, and shall, in con­
nection therewith, designate the kind of fund or account, as 
defined in subsection (c) of this section, established by the pro­
visions so certified. If the Board finds that a part of any 
reduced rate of contributions payable under such law or under 
such provisions is required to be paid into one fund or account 
and a p~art into another fund or account, the Board shall mi-ake 
such certification pursuant to this paragraph as it finds will 
assure the allowance of additional credits only with respect to 
that part of the reduced rate of contributions which is allowed 
under provisions which do fulfill the requirements of subsection 
(a) of this section. 

"4(3) The Board shall, within thirty days after any State law 
is submitted to it for such purpose, certify to the State agency 
its findings with respect to reduced rates of contributions to a. 
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type of fund or account, as defined in subsection (c) of this 
section, which are allowable under such State law only in 
accordance with the provisions of subsection (a) of this section. 
After making such findings, the Board shall not withhold its 
certification to the Secretary of the Treasury of such State law, 
or of the provisions thereof with respect to which such findings 
were made, for any taxable year pursuant to paragraph'(1) or 
(2) of this subsection unless, after reasonable notice and oppor­
tunit for hearing to the State agency, the Board finds the State 
lw no longer contains the provisions specified in subsection (a) 

of this section or the State has, with respect to such taxable year, 
failed to comply substantially with any such provision. 

" (c) DmnNrnoNs.-As used in this section­
" (1) RESERvE AccouWT.-The term 'reserve, account' means a sepa­

rate account in an unemployment fund, maintained with respect to a. 
person (or group of persons) having individuals in his (or their) 
employ, from which account, unless such account is exhausted, is paid 
all and only compensation payable on the basis of services performed 
for such person (or for one or more of the persons comprising the 
group).

"(2) POOLEDFUND.-The, term 'pooled fund' means an unemploy­
ment fund or any part thereof (other than a reserve account or a 
guaranteed employment account) into which the total contributions 
of persons-contributing thereto are payable, in which all contributions 
are mingled and undivided, and from which compensation is payable 
to all individuals eligible for compensat~ion from such fund. 

" (3) PARTIALLY PooLED ACOOUNT.-The term 'partially pooled 
account' means a part of an unemployment fund in which part of the 
fund all contributions thereto are mingled and undivided, and from 
which part of the fund compensation is payable only to individuals 
to whom compensation would be payable from a reserve account or 
from a guaranteed employment account but for the exhaustion or 
termination of such reserve 'account or of such guaranteed employ­
ment account. Payments from a reserve account or guaranteed 
employment account into a partially pooled account shall not be con­
strued to be inconsistent with the provisions of paragraph (1) or (4) 
of this subsection. 

"(4) GUARIANTEEDEMPLOYMENT ACCOUNT.-The term 'guaranteed 
employment account' means a separate account, in an unemployment 
fund, maintained with respect to a person (or group of persons) 
having individuals in his (or their) employ who, in accordance with 
the provisions of the State law or of a plan thereunder approved by 
the State agency, 

"(A) guarantees in advance at least thirty hours of work, for 
which remuneration will be paid at not less than stated rates, 
for each of forty weeks (or if more, one weekly hour may be 
deducted for each added week guaranteed) in a year, to all the 
individuals who are in his (or their) employ in, and who continue 
to be available for suitable work in, one or more distinct estab­
lishments, except that any such individual's guaranty may com­
mence after a probationary period (included within the eleven 
or less consecutive weeks immediately following the first week 
in which the individual renders services), and 
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" (B) gives security or assurance, satisfactory to the State 
agency, for the fulfillment of such guarantiies, fr~om which account, 
unless such account is exhausted or terminated1, is paid all and 
only compensation, payable on the basis of services performed for 
such person (or for one or more of the persons comprising the 
group) , to any such individual whose guaranteed remuneration 
has not been paid (either pursuant to the guaranty or from the 
security or assurance provided for the fulfillment of the guaranty), 
or whose, guaranty is not renewed and who is otherwise eligible 
for compensation under the State law. 

"(5) YEAR.-The term 'year' means any twelve consecutive calendar 
months. 

" (6) BALANCE.-The term 'balance', with respect to a reserve account 
or a guaranteed employment account, means the amount standing to 
the credit of the account as of the computation date; except that, if 
subsequent to January 1, 1940, any moneys have been paid into or 
credited to such account other than payments thereto by persons 
having individuals in their employ, such term shall mean the amount 
in such account as of the computation date less the total of such Other 
moneys paid into or credited to such account subsequent to January 
1, 1940. 

"(7) COMPUTATION DATE.-The term 'computation date' means the, 
(late, occurring at least once in each calendar year and within twenty-
seven weeks prior to the effective date of new rates of contributions, 
as of which such rates are computed. 

" (8) REDUCED RAT.-The term 'reduced rate' means a rate of con­
tributions lower than the standard rate applicable under the State 
law, and the term 'standard rate' means the rate on the basis of which 
variations therefrom are computed." 

SEC. 611. Paragraphs (1), (3), and (4) of section 1603 (a) of the 
Internal Revenue Code are amended to read as follows: 

" (1) All compensation is to be paid through public employ­
ment offices or such other agencies as the, Board may approve; 

"(3) All money received in the unemployment fund shall 
(except for refunds of sums erroneously paid into such fund and 
except for refunds paid in accordance with the provisions of sec­
tion 1606 (b)) 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 of the Social Security Act 
49 Stat. 640; U. S. C., 1934 ed., title 42, sec. 1104) ; 

"(4) All money withdrawn from the unemployment fund of 
the State shall be used solely in the payment of unemployment 
compensation, exclusive of expenses of administration, and for 
refunds of sums erroneously paid into such fund and refunds 
paid in accordance with the provisions of section 1606 (b) ;" 

SEC. 612. Section 1604 (b) of the Internal Revenue Code is amended 
to read as follows: 

" (b) EXTENSION OF TIME FORl F ILTNG.-The Commissioner mnay 
extend the time for filing the return of the tax imposed by this sub­
chapter, under such rules and regulations as he may prescribe with 
the approval of the Secretary, but no such extension shall be for more 
than ninety days. 

SEC. 613. Section 1606 of the Internal Revenue Code is amended to 
read as follows: 
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"SEC. 1606. INTERSTATE COMMERCE AND FEDERAL INSTRUMEN­
TALITIES. 

"(a) 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 or foreign commerce, or 
that the State law does no~t distinguish between employees engaged 
in interstate or foreign commerce and those engaged in intrastate 
commerce. 

"(b) The legislature of any State may requrJayintumnalt 
ofthe United States (except such as are (A woly owned by the 

United States, or (B) exempt from the tax imposed by section 1600 
by virtue of any other provision of law), and the individuals in its 
employ, to make contributions to an unemployment fund under a 
State unemployment compensation law approved by the Board under 
section 1603 and (except as provided in section 5240 of the Revised 
Statutes, as amended, and as modified by subsection (c) of thissection) 
to comply otherwise with such law. The permission granted in this 
subsection shall apply (1) only to the extent that no discrimination 
is made against such instrumentality, so that if the rate of contribution 
is uniform upon all other persons subject to such law on account of 
having individuals in their employ, and upon all employees of such 
persons, respectively, the contributions required of such instrumnen­
tality or the individuals in its employ shall not be at a greater rate 
than is required of such otherp ersons. and such employees, and if the 
rates are determined separately for different persons or classes of 
persons having individuals in their employ or for different classes of 
employees, ~the determination shall be based solely upon unemploy­
ment experience and other factors bearing a direct relation to unem­
ployment risk, and (2) only if such State law makes provision for the 
refund of any contributions required under such law from an instru­
mentality of the United States or its employees for any year in the 
event said State is not certified by -theBoard under section 1603 with 
respect to such year. 

"(c) Nothing contained in section 5240 of the Revised Statutes, 
as amended, shall prevent any State from requiring any national 
banking association to render returns and reports relative to the 
association's employees, their remuneration and services, to the same 
extent that other persons are required to render like returns and 
reports under a State law requiring contributions to an unemploy­
ment fund. The Comptroller of the Currency shall, upon receipt of 
a copy'of any such return or report of a -national banking association 
from,, and upon request of, any duly authorized official, body, or 
commission of a State, cause an examination of the correctness of 
such return or report to be made at the time of the next succeeding 
examination of such association, and shall thereupon transmit to 
such official, body or commission a complete statement of his findings 
respecting the accuracy of such returns or reports. 

" (d) No person shall be relieved from compliance with a State 
unemployment compensation law on the ground that services were 
performed on land or premises owned, held, or possessed by the 
United States, and any State shall have full jurisdiction and power 
to enforce the provisions of such law to the same extent and with 
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the same effect as though such place -were not owned, held, or 
possessed by the United States." 

SEC. 614. Effective January 1, 1940, section 1607 of the Internal 
Revenue Code is amended to read as follows: 
"SEC. 1607. DEFINITIONS. 

"When used in this subchapter­
"(a) EmPLOYER.-Thie term 'employer' does not include any person 

unless on each of some twenty days during the taxable year, each 
day being in ~,different calendar week, the total number of individ­
uals who were employed by him in employment for some portion of 
the day (whether or not at the same moment of tine) was eight 
or more. 

"'(b) WAGEs.-The term 'wagesi 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

"(1) That part of the remuneration which, after remunera­
tion equal to $3,000 has been paid to an individual by an 
employer with respect to employment during any calendar year, 
is paidto such individual by such employer with respect to 
employment d~iring such calendar year; 

"(2) The amount of any payment made to, or on behalf of, 
an employee under a plan or system established by an employer 
which makes provision for his employees generally or for a. 
class or classes of his employees (including any amount paid 
by an employer for insurance or annuities, or into a fund, to 
provide for any such payment), on account of (A) retirement, 
or (B) sickness or accident disability, or (C) medical and hos­
pitalization expenses in connection with sickness or accident 
disability, or (D) death, provided the employee (i) has not the 
option to receive, instead of provision for such death benefit, 
any part of such payment or, if such death benefit is insured, 
any part of the premiums (or contributions to premiums) paid 
by his employer, and (ii) has not the right, under the provisions 
of the plan or system or policy of insurance providing for such 
death benefit, to assign such benefit, or to receive a cash con­
sideration ,in lieu of such benefit. either -upon his withdrawal 
from the plan or system providing for such benefit or upon 
termination of such plan or system or policy of insurance or of 
his employment with such employer; 

"(3) The payment by an employer (without deduction from 
the remuneration of the employee) (A) of the tax imposed uipon 
an employee uinder section 1400 or (B3) of any payment required 
from an employee under a State unemployment, compenlsation 
lawv; or 

"(4) Dismissal payments which the employer is not legally 
required to make. 

"(c) EMPLOYMENT.-The term 'employment' means auy service 
p~erformed prior to January 1, 1940, which was employment as defined 
in this section prior to 'such date, and any service, of whatever 
nature, performed after December 31, 1939, within the United States 
by an employee for the person employing himn, irrespective of the 
citizenship or residence of either, except­
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"1(1) Agricultural labor (as defined in subsection (1)) 
"(2) Domestic service in a, private home, local college club, 

or local chapter of a college fraternity or sorority; 
"(3) Casual labor not in the course of the employer's trade or 

business; 
"4(4) Service, performed as an officer or member of the crew 

of a vessel on the navigable waters of the United States; 
"(5) 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; 

"(6) Service performed in the employ of the United States 
Government or of an instrumentality of the United States which 
is (A) w~holly owned by the United States, or (B) exempt from 
the tax imposed by section 1600 by virtue of any other provi­
sion of law; 

"(7) Service performed in the employ of a State, or any 
political subdivision thereof, or any instrumentality of any one 
or more of the foregoing which is wholly owned by one or more 
States or political subdivisions; and any service, performed in 

the mplyan intruentality of more States oro one -or 
polticl o extent that the instrumentality is,sbdiisins te 
wit repec sevie, immune under the Constitutiontosuc of 

"(8) Service performdine th6mpo0f0opoaincm
munity chest, fund, or fonaioogaie nd operte 

exclusively for religious, caialsenfcitryor educa­
tional purposes, or for th prvnin of cruelty to children or 
animals, no part of the net annso which inures to the benefit 
of any private shareholder oridvdal, and no substantial part 
of the activities of which is carrying on propaganda, or other­
'wise attempting, to influence legislation; 

" (9) Service performed by an individual as an employee or 
employee representative as defined in section 1 of the Railroad 
Unemployment Insurance Act; 

"(10) (A) Service performed in any calendar quarter in the 
employ of any organization exempt from income tax under sec­
tion 101, if­

"(i) the remuneration for such service does not exceed 
$45, or 

" (ii) such service is in connection with the collection of 
dues or premiums for a fraternal beneficiary society, order, 
or association 2and is performed away from the home office, 
or is ritualistic service in connection with any such society, 
order, or association, or 

"(iii) such service is performed by a student who is 
enrolled and is regularly attending classes at a school, 
college, or university; 

(B) Service performed in the employ of an agricultural or 
horticultural organization exempt from income tax under section 
101 (1) ; 

"(C) Service performed in the employ of a voluntary 
employees' beneficiary association providing for the payment of 
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life, sick, accident, or other benefits to the members of such asso­
ciation or their dependents, if (i) no part of its net earnings 
inures (other than through such payments) to the benefit of any 
private shareholder or individual, and (ii) 85 per centumn or 
more of the income consists of amounts collected from members 
for the sole purpose of making such payments and meeting 
expenses; 

"(D) Service performed in the employ of a voluntary 
employees' beneficiary association providing for the payment of 
life, sick, accident, or other benefits to the members of such asso­
ciation or their dependents or their designated beneficiaries, if 
(i) admission to membership in such association is limited to indi­
viduals who are officers or employees of the United States Gov­
ernment, and (ii) no part of the net earnings of such association 
inures (other than through such payments) to the benefit of any 
private shareholder or individual; 

" (E) Service performed in any calendar quarter in the 
employ of a school, college, or university, not exempt from income, 
tax under section 101, if such service is performed by a student 
who is enrolled and is regularly attending classes at such school, 
college, or university, and the remuneration for such service does 
not exceed $45 (exclusive of room, board, and tuition) ; 

"(11) Service performed in the employ of a foreign govern­
ment (including service as a consular or other officer or employee 
or a nondiplomatic representative) 

"(12) Service performed in the employ of an instrumentality 
wholly ,owned by a foreign government­

"(A) If the service is of a character similar to that per­
formed in foreign countries by employees of the United 
States Government or of an instrumentality thereof; and 

"(B) If the Secretary of State shall certify to the Secre­
tary of the Treasury that the foreign government, with 
respect to whose instrumentality exemption is claimed, 
grants an equivalent exemption with respect to similar 
service performed in the foreign country by employees of 
the United States Government and of instrumentalities 
thereof: 

"(13) Service performed as a student nurse in the employ of 
a hospital or a nurses' training school by an individual -who is 
enrolled and is regularly attending classes in a nurses' training 
school chartered or approved pursuant to State law; and service 
performed as an interne in the employ of a hospital by an indi­
vidual who has completed a four years' course in a medical school 
chartered or approved pursuant to State law; 

"(14) Service performed by an individual for a person as an 
insurance agent or as an insurance solicitor, if all such service 
performed by such individual for such person is performed for 
remuneration solely by way of commission; or 

"(15) Service performed by an individual under the age of 
eighteen in the delivery or distribution of newspapers or shop­
ping news, niot including delivery or distribution to any point 
for subsequent delivery or distribution. 
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"1(d) INCLUDnD AND EXCLUDED SEmvicii~.If the services performed 
during one-half or more of any pay period by an employee for the 
lerson employing him constitute employment, all the services of such 
employee for such period shall be deemed to be employment; but if 
the services performed during more.than one-half of any such pay 
period by an employee, for the person employing him do not consti­
tute employment, then none of the, services of such employee for such 
period shall be deemed to be employment. As used in this subsection 
the term 'pay period' means a period (of not more than thirty-one
consecutive days) for which a payment of remuneration is ordinarily
made to the employee by the person employing him. This subsection 
shall not be applicable with respect to services performed in a pay
period by an employee for the person employing him, where any of 
such service is excepted by paragraph (9) of subsection (c). 

"1(e) STATE AGF~cy.-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. 

" (f) UNEMPLOYMENT FUND.-The, term 'unemployment fund' 
means a special fund, established under a State law and administered 
by a State agency, for the payment of compensation. Any sums 
standing to the account of the State agency in the Unemployment
Trust Fund established by section 904 of the Social Security Act, as 
amended, shall be deemed to be a part of the unemployment fund of 
the State, and no sums paid out of the Unemployment Trust Fund to 
such State agency shall cease to be a part of the unemployment fund 
of the State until expended by such State agency. An unemployment
fund shall be deemed to be maintained during a taxable year only if 
throughout such year, or such portion of the year as the unemploy­
mient fund was in existence, no part of the moneys of such fund was 
expended for any purpose other than the payment of compensation 
(exclusive of expenses of administration) and for refunds of sums 
erroneously paid into such fund and refunds paid in accordance with 
the provisions of section 1606 (b). 

"(g) CoNTRIBuTioNs.-The term 'contributions' means payments 
required by a State law to be made into an unemployment fund by 
any person on account of having individuals in his employ, to the 
extent that such payments are made by him without being deducted 
or deductible from the remuneration of individuals in his employ. 

" (h) COMPENSATION.-The term 'compensation' means cash benefits 
payable to individuals with respect to their unemployment.

"(i) EmpLoyEE.-The term 'employee' includes an officer of a 
corporation. 

cc(j) STrAT.-The term 'State' includes Alaska, Hawaii, and the,
District of Columbia. 

"(k) PERSO-N.-The term 'person' means an individual, a trust or 
estate, a partnership, or a corporation. 

"c(1) AGRICULTURAL LABOR.-The term 'agricultural labor' includes 
all service performed­

"(1) On a f arm, in, the employ of any person, in connection 
with cultivating the soil, or in connection with raising or har-
Vesting any agricultural or horticultural commodity, including 
the raising, shearing, feeding, caring for, training, and manage­
ment of livestock,7 bees, poultry, and fur-bearing animals and 
wildlife. 
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"(2) In the employ of the owner or tenant or other operator 
of a farm, in connection with the operation, management, conser­
vation, improvement, or maintenance of such farm and its tools 
and equipment, or in salvaging timber or clearing land of brush 
and other debris left by a hurricane, if the major part of such 
service is performed on a farm. 

"(3) In connection with the production or harvestin of maple 
sirup or maple sugar or any commodity defined as an agricultural 
commodity in section 15 (g) of the Agricultural Marketing Act, 
as amended, or in connection with the raising or harvesting of 
mushrooms, or in connection with the hatching of poultry, or in 
connection with the ginning of cotton, or in connection with the 
operation or maintenance of ditches, canals, reservoirs, or water­
ways used exclusively for supplying and storing water for farming 
purposes. 

"(4) In handling, planting, drying, packing, packaging, proc­
essing freezing, gradhing, storing, or delivering to storage or to 
market or to a carrier for transportation to market, any agricul­
tural or horticultural commodity; but only if such service is per­
formed as an incident to ordinary farming operations or, in the 
case of fruits and vegetables, as an incident to the preparation of 
such fruits or vegetables for market. The provisions of this para­
graph shall not be deemed to be applicable with respect to service 
performed in connection with commercial canning or commercial 
freezing or in connection with any agricultural or horticultural 
commodity after its delivery to a terminal market for distri­
bution for consumption. 

"As used in this subsection, the term 'farm' includes stock, dairy, 
poultry, fruit,. fur-bearing animal, and truck farms, plantations, 
ranches, nurseries, ranges, greenhouses or other similar structures used 
primarily for the raising of agricultural or horticultural commodi­
ties, and orchards." 

SEC. 615. Subchapter C of chapter 9 of the Internal Revenue Code 
is amended by adding at the end thereof the followhig new, section: 

"SEC. 1611. This subchapter may be cited as the 'Federal Unem­
ployment Tax Act'." 

TITLE VII-AMENDMENTS TO TITLE X OF THE SOCIAL 
SECURITY ACT 

SEC. 701. (a) Clause (5) of section 1002 (a) of the Social Security 
Act is amended to read as follows: "(5) provide such methods of 
administration (including after January 1, 1940, methods relating 
to the establishment and maintenance of personnel standards on a 
merit basis, except that the Board shall exercise, no authority with 
respect to the selection, tenure of office, and compensation of any 
individual employed in accordance with such methods) as are found 
by the Board to be necessary, for the proper and efficient operation 
of the p lan." 

(b) Effective July 1, 1941, section 1002 (a) of such Act is further 
amended by inserting before the period at the end thereof a semicolon 
and the following new clauses: "(8) provide that the State agency 
shall, in deterniining need, take into consideration any other income 
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and resources of an individual claiming aid to the blind; and (9) pro­
vide safeguards which restrict the use or disclosure of information 
concerning applicants and recipients to purposes directly connected 
with the administration of aid to the blind". 

SEC. 702. Effective January 1, 1940, section 1003 of such Act is 
amended to read as follows: 

"PAYMENT TO STATES 

"SEC. 1003. (a) From the sums appropriated therefor, the Secre­
tary of the Treasury shall pay to each State which has an approved 
plan for aid to the blind, for each quarter, beginning with the quarter 
commencing January 1, 1940, (1) an amou~nt, whilch shall be used 
exclusively as aid to the blind, equal to one-half of the total of the 
sums expended during such quarter as aid to the blind under the State 
plan with respect to each needy individual who is blind and is not an 
inmate of a public institution, not counting so much of such expendi­
ture with respect to any individual for any month as exceeds $40, 
and (2) an amount equal to one-half of the total of the sums expended 
during such quarter ais found necessary by the Board for the proper 
and efficient administration of the State plan, which amount shall be 
used for paying the costs of administering the State plan or for 
aid to the blind, 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 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 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 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 blind individuals in the State, and (C) such 
other investigation as the Board may find necessary.

"(2) The hioard shall then certify to the Secretary of the 
Treasury the amount so estimated by the Board, (A) 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 under 
subsection (a) for such quarter, and (B) reduced by a sum 
equivalent to the pro rata share to which the United States 
is equitably entitled, as determined by the Board, of the net 
amount recovered during a prior quarter by the State or any
political subdivision thereof with respect to aid to the blind 
furnished under the State plan; except that such increases or 
reductions shall not be made to the extent that such sums 
have 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: Provided, That any part of the amount 
recovered from the estate of a deceased recipient which is not 
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in excess of the amount expended by the State or any political 
subdivision thereof for the funeral expenses of the deceased 
shall not be considered as a basis for reduction under clause 
(B) of this paragraph. 

"(3) The Secretary of the Treasury shall thereup)on, 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." 

SEC. 703. Section 1006 of such Act is amended to read as follows: 
"SEC. 1006. When used in this title the term 'aid to the blind' 

means money payments to blind individuals who are needy." 

TITLE VIII-AMENDMENTS TO TITLE XI OF THE SOCIAL 
SECURITY ACT 

SEc. 801. Effective January 1, 1940, paragraph (1) of section 1101 
(a) of such Act is amended to read as follows: " (1) The term 'State' 
(except when used in section 531) includes Alaska, Hawaii, and the 
District of Columbia, and when used in titles V and VI of such Act 
(including section 531) includes Puerto Rico." 

SEC. 802. Title XI of such Act is further amended by adding at the 
end thereof the following new sections: 

ccDISCLOSURE OF INFORMATION IN POSSESSION OF BOARD 

"SEc. 1106. No disclosure of any return or portion of a return 
(including information returns and other written statements) filed 
with the Commissioner of Internal Revenue under title VIII of the 
Social Security Act or the Federal Insurance Contributions Act or 
under regulations made under authority thereof, which has been 
transmitted to the Board by the Commissioner of Internal Revenue, 
or of any file, record, report, or other paper, or any information, 
obtained at any time by the Board or by any officer or employee of 
the Board in the course of discharging the duties of the Board, and 
no disclosure of any such file, record, report, or other paper, or infor­
mation, obtained at any time by any person from the Board or from 
any officer or employee of the Board, shall be made except as the 
Board may by regulations prescribe. Any person who shall violate 
any provision of this section shall be deemed guilty of a misdemeanor 
andi. upon conviction thereof, shall be punished by a fine not exceeding 
$1,000, or by imprisonment not exceeding one year, or both. 

"CPENALTY FOR FRAUD 

"SEc. 1107. (a) Whoever, with the intent to defraud any person, 
shall make or cause to be made any false representation concerning 
the requirements of this Act, the Federal ]Insurance Contributions 
Act, or the Federal Unemployment Tax Act, or of any rules or 
regulations issued thereunder, knowing Such representations to be 
f'alse, shall be deemed guilty of a misdemeanor, and, upon conviction 
thereof, shall be punished by a fine not exceeding $1,000, or by 
imprisonment not exceeding one year, or both. 

"(b) Whoever, with the intent to elicit information as to the date 
of birth, employment, wages, or benefits of any individual (1) falsely 



44 [PUB. 379.1 

represents to the Board that he is such individual, or the wife, parent, 
or child of such individual, or the duly authorized agent of such 
individual, or of the wife, parent, or child of such individual, or 
(2) falsely represents to any person that he is an employee or agent 
of the United States, shall be deemed guilty of a misdemeanor, and, 
upon conviction thereof, shall be punished by a fine not exceeding 
$1,000, or by imprisonment not exceeding one year, or both." 

TITLE IX-MISCELLANEOUS PROVISIONS 

SEc. 901. Except as provided in section 906, no provision of this 
Act shall be construed as amending or altering the effect of section 
13 (b), (c), (d), (e), or (f) of the Railroad Unemployment Inisur­
anice Act. 

SEc. 902. (a) Against the tax imposed by section 901 of the Social 
Security Act for the calendar year 1936, 1937, or 1938, any taxpayer 
shall be allowed credit for the amount of contributions, with respect 
to employment during such year, paid by him into an unemployment 
fund under a State la~w­

(1) Before the sixtieth day after the date of the enactment 
of this Act; 

(2) On or after such sixtieth day, with respect to wages paid 
after the fortieth day after such date of enactment; 

(3) Without regard to the date of payment, if the assets of 
the taxpayer are, at any time during the fifty-nine-day period 
following such date of enactment, in t~he custody or control of a 
receiver, trustee, or other fiduciary~appointed by, or under the 
control of, a court of competent jurisdiction. 

(b Upon the payment of contributions into the unemployment 
fund of a State which are required under the unemployment compen­
sation law of that State with respect to remuneration on the basis of 
which, prior to such payment into the proper fund, the taxpayer 
erroneously paid an amount as contributions under another unem­
ployment compensation law, the payment into the proper fund shall, 
for purposes of credit against the tax imposed by section 901 of the 
Social Security Act for the calendar years 1936, 1937, and 1938, 
respectively, be deemed to have been made at the time of the erro­
neous payment. If, by reason of such other law, the taxpayer was 
entitled to cease paying contributions with respect to services subject 
to such other law, the payment into the proper fund shall, for pur­
poses of credit against the tax, be deemed to have been made on the 
date the return for the taxable year was filed under section 905 of the 
Social Security Act. 

(c) The provisions of the Social Security Act in force prior to 
February 11, 1939 (except the provisions limiting the credit to 
amounts paid before the date of filing returns) shall apply to allow­
ance of credit under subsections (a), (b), and (h), and the terms used 
in such subsections shall have the same meaning as when used in 
title IX of the Social Security Act prior to such date. The total 
credit allowable against the tax imposed by section 901 of such Act 
for the calendar years 1936, 1937, and 1938, respectively, shall not 
exceed 90 per centum of such tax. 
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(d) Refund of the tax (including penalty and interest collected 
with respect thereto, if any), based on any credit allowable under 
subsections (a), (b), and (h), may be made in accordance with the 
provisions of law applicable in the case of erroneous or illegal collec­
tion of the tax. No interest shall be allowed or paid on the amount 
of any such refund. 

(e) Notwithstanding the provisions of section 1601 (a) (2) of the 
Internal Revenue Code, as amended, credit shall be permitted under 
such section 1601, against the tax for the taxable year in which 
remuneration is paid for services rendered during a prior year, for 
the amounts of contribiltions with respect to such remuneration which 
have not been credited against the tax for any prior taxable year. 
Credit shall be permitted under this subsection only against the tax 
for the years 1940, 1941, and 1942, and only for contributions with 
respect to remuneration for services rendered after December 31, 1938. 

(f) No tax shall be collected under title VIII or IX of the Social 
Security Act or under the Federal Insurance Contributions Act or 
the Federal Unemployment Tax Act, with respect to services rendered 
prior to January 1, 1940, which are described in subparagraphs (11) 
and (12) of sections 1426 (b) and 1607 (c) of the Internal Revenue 
Code, as amended, and any such tax heretofore collected (including 
penalty and interest with respect thereto, if any), shall be refunded~ 
in accordance with the provisions of law applicable in the case of 
erroneous or illegal collection of the tax. No interest shall be allowed 
or paid on the amount of any such refund. No payment shall be made 
under title II of the Social Security Act with respect to services 
rendered prior to January 1, 1940, which are described in subpara­
graphs (11) and (12) of section 209 (b) of such Act, as amended. 

(g) No limp-sum payment shall be made under the provisions of 
section 204 of the Social Security Act after the date of enactment of 
this Act, except to the estate of an individual who dies prior to 
January 1, 1940. 

(ih) Notwithstanding the provision of section 907 (f) of the Social 
Security Act limiting the term "contributions" to payments required 
lby a i a, crdtsall be permitted against the tax imposed by 
section 901 of such Act for the calendar year 1936 or 1937, for so much 
of any payments made as contributions for such year into the unemn­
plovment fund of a State which are held by the highest court of such 

State not to be required payments under the unemployment com­
lpensation law of such State if they are not returned to the taxpayer'. 
So much of such payments as are not so returned shall be considered 
to be "contributions" for the purposes of section 903 of such Act. The 
periods of limitations prescribed by section 3312 (a) of the Internal 
Revenue Code shall not begin to run, in the case of the tax for such 
year of any taxpayer to whom any such payment is returned, until 
the last such payment is returned to the taxpayer. 

(i) No part of the tax imposed by the Federal Unemployment Tax 
Act or by title IX of the Social Security Act, whether or not the 
taxpayer is entitled to a credit against such tax, shall be deemed to be 
a penalty or forfeiture within the meaning of section 57j of the Act 
entited ,"An Act to establish a uniform system of bankruptcy 
throughout the United States", approved July 1, 1898, as amended. 



46 [PB 379.1 

SEC. 903. Section 1430 of the Internal Revenue Code is amended 
by striking out "3762" and inserting in lieu thereof "3661". 

SEC. 904. Effective January 1, 1940, section 1428 of the Internal 
Revenue Code is amended by striking out "paragraphs: (9) and 
(10) " and inserting in lieu thereof "paragraph (9)"11

SEC. 905. (a) No service performed at any time during the cal­
endar year 1939 by any individual shall, by reason of the individual 
having attained the age of sixty-five, be excepted from employ­
ment as defined in section 1426 (b) of subchapter A of chapter 9 
of the Internal Revenue Code. Paragraph (4) of such section, 
(which excepts such service from employment) is repealed as of the 
effective date thereof, and paragraph (4) of section 811 (b) of the 
Social Security Act is repealed as of January 1, 1939. The tax on 
employees imposed by section 1400 of such subchapter and the tax 
on employers imposed by section 1410 of such subchapter, and the 
provisions of law applicable to such taxes, shall apply with respect 
to remuneration paid after December 31, 1938, for service which, by
reason of the enactment of this section, constitutes employment as so 
defined. 

(b) Notwithstanding any other provision of law, no employer shall 
be liable for the, tax on any employee, imposed by section 1400 of such 
subchapter (unless the employer collects such tax from the employee), 
with respect to service performed before the date of enactment of this 
Act which constitutes employment by reason of the enactment of this 
section, except to the extent that the employer has under his control at 
any time on or after the ninetieth day after such date amounts of 
remuneration earned at any time by the employee.

SEc. 906.. If the Social Security Board finds with respect to any
State that the first regular session of such State's legislature which 
began after June 25, 1938, and adjourned prior to thirty days after the 
enactment of this Act (1) had not made provision to authorize and 
direct the Secretary of the Treasury prior to thirty days after the 
close of such session or July 1, 1939, wfichever date is later, to transfer 
Yrom its account in the Unemployment Trust Fund to the railroad 
unemployment insurance account in the Unemployment Trust Fund 
an amount equal to such State's "preliminary amount", or to authorize 
and direct the Secretary of the Treasury, prior to thirty days after the 
close of such session or January 1,1940, whichever date is later, to trans­
fer from its account in the Unemployment Trust Fund to the railroad 
unemployment insurance account in the Unemployment Trust Fund 
an amount equal to such State's "liquidating amount", or both; and 
(2) had not made provision for financing the administration of its 
unemployment-compensation law during the period with respect to 
which. grants therefor under section 302 of the Social Security Act are 
required under section 13 of the Railroad Unemployment Insurance 
Act to be withheld by the Social Security Board, notwithstanding the 
provisions of section 13 (d) of the Railroad Unemployment Insurance 
Act the Social Security Board shall not begin to withhold from 
certification to the Secretary of the Treasury for payment to such 
State the amounts determined by it pursuant to section 302 of the 
Social Security Act and to certify to the Secretary of the Treasury 
for payment into the railroad unemployment-insurance account the 
amount so withheld from such State, as provided in section 13 of the 
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Railroad Unemployment Insurance Act, until after the thirtieth day 
after the close of such State's first regular or special session of its 
legislature which begins after the date of enactment of this Act and 
after the Social Security Board finds that such State had not, by the 
thirtieth day after the close of such legislative session, authorized and 
directed the Secretary of the Treasury to transfer from such State's 
account in the, Unemployment Trust Fund to the railroad unemploy­
ment insurance account in the Unemployment Trust Fund such State's 
"4preliminary amount" plus *interest thereon at 2½/per centum per 
annum from the date the amount thereof is determined by the Social 
Security Board, and such State's "liquidating amount" plus interest 
thereon at 21/2 p~er centum per annum. from the date the amount 
thereof is determined by the Social Security Board. Notwithstanding 
the provisions of section 13 (e) of the Railroad Unemployment Insur­
ance Act, any withdrawal by such State from its account in the 
Unemployment Trust Fund for purposes other than the payment of 
compensation of the, whole or any part of amounts so withheld from 
certification with respect to such State pursuant to this Act shall be 
deemed to constitute a breach of the conditions set forth in sections 
303 (a) (5) of the Social Security Act and 1603 (a) (4) of the 
Internal Revenue Code. The terms "preliminary amount" and "liqui­
dating amount", as used herein, shall have the meanings defined in 
section 13 of the Railroad Unemployment Insurance Act. 

SEC. 907. In addition to any other deductions made under section 
203 of the Social Security Act, as amended, deductions shall be 
mnade from any primary insurance benefit or benefits to which an 
individual is entitled or from any other insurance benefit payable 
with respect to such individual's wages, until such deductions total 
1 per centumi of any wages paid him for services performed in 1939, 
and subsequent to his attaining age sixty-five, with respect to which 
the taxes imposed by section 1400 of the Internal Revenue Code have 
not been deducted by his employer from his wages or paid by such 
employer. 

SEC. 908. All functions of the Social Security Board shall be admin­
istered by the Social Security Board under the direction and super­
vision of the Federal Security Administrator. 

SEC. 909. Subsection (h) of section 5 of the Home Owners' Loan 
Act of 1933, as amended, is amended by inserting after the words 
"United States", where they first appear in such subsection, the fol­
lowving: "(except the taxes imposed by sections 1410 and 1600 of the 
Internal Revenue Code with respect to wages paid after December 
31, 1939, for employment after such date) ". 

SEC. 910. (a) The provisions of section 213 (f) of the Revenue 
Act of 1939 shall apply without regard to the exception therein 
provided, if (1) the taxpayer in the determination referred to in 
such exception is a corporation, .(2) such determination is by a 
decision of the Board of Tax Appeals or of a court, (3) under the 
law applicable to the taxable year in which the exchange occurred, 
the basis of the property, acquired upon the exchange from the tax­
payer by the party assuirnng a liability of the taxpayer or acquiring 
the property subject to a liability, is the cost to such party of ithe 
property acquired upon the exchange, and (4) the taxpayer in 
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pursuance of the plan of reorganization effected a complete liqui­
dation immediately subsequent to the exchange. 

(b) No overpayment determined to have been made for any tax­
able year by reason of the provisions of paragraph (a) of this section 
shall be refiinded or credited unless a claim for refund is filed within 
the period of limitations otherwise provided by law for filing a claim 
for refund for such taxable year, or within one year from the date 
of enactment of the Revenue Act of 1939, whichever of such periods 
expires the later. No interest shall be allowed or paid on the amount 
of any overpayment refunded or credited by reason of the provisions 
of this section. 

SEC. 911. Subsection (d) of section 602 of the Revenue Act of 
1936, as amended, (relating to floor stocks adjustment) is amended 
by striking out "January 1, 1937", and inserting in lieu thereof 
"January 1, 1940". 

Approved, August 10, 1939. 
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