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SOCIAL SECURITY ACT AMENDMENTS OF 1949

AUGUST 22, 1949.-Committed 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. 6000]

The Committee on 'Ways and Means, to whom was referred the bill
(H. 'R. 6000) to extend and improve the Federal old-age and survivors
insurance system, to amend the public assistance and child welfare
provisions of the Social Security Act, and for other purposes, having
considered the same, report favorably thereon without amendment
and recommend that the bill do pass.
INTRODUCTION
1. PURPOSE AND SCOPE OF THE BILL

The President advised the Congress in his message on the state of
the Union on January 5, 1949:
The present coverage of the social-security laws is altogether inadequate, and
benefit payments are too low. One-third of our workers are not covered. Those
who receive old-age and survivors insurance benefits receive an average payment
of only $25 a month. Many others who cannot work because they are physically

disabled are left to the mercy of charity. We should expand our social-security
program, both as to size of benefits and extent of coverage, against the economic
hazards due to unemployment, old age, sickness, and disability.

Your committee has, for the past 6 months, made a very intensive
study of the old-age and survivors insurance provisions (title II)
and public assistance and child welfare provisions (titles I, IV, V, and
X) of the Social Security Act. It has carefully considered the prob
lems of economic insecurity and dependency. The opinions of all
interested groups have been heard and weighed. The overwhelming

weight of testimony was in agreement on the broad propoition that

the framework of the Social Security Act is sound and that the act
should be amended to widen the scope and increase the protection
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afforded by both the old-age and survivors insurance and the public
assistance programs.
Ten years have elapsed since the last maj or revision of the Social
Security Act established thc scale of monthly benefits under the oldage and survivors insurance system in effect today. During this time,
a great deal of experience has been built up which now permits us to
assess the strength and weakness of the social-security system in
relation to its place in the economy. During this period broad devel
opments have also occurred which make it necessary to resurvey the
principles and objectives of the social-security program as they relate
to current economic conditions.
The Congress is faced with a vital decision which cannot long be
postponed. Inadequacies in the old-age and survivors insurance pro
gram have resulted in trends which seriously threaten our economic
well-being. The assistance program, instead of being reduced to a
secondary position as was anticipated, still cares for a much larger
number of people than the insuirance. program. Furthermore, ~the
average payments under assistance have more than doubled in
amount since 1939 while benefits under insurance have scarcely risen
at all. There are indications that if the insurance program is not
strengthened and expanded, the old-age assistance program may
develop into a very costly and ill-advised system of noncontributory
pensions, payable not only to the needy but to all individuals at1 or
above retirement age who are no longer employed. Moreover, there
are increasing pressures for special pensions for particular groups and
particular hazards. Without an adequate and universally applicable
basic social insurance system, the demands for security by segmeiits
of the population threaten to result in unbalanced, overlapping, and
competing programs. The financing of such plans may become
chaotic, their economic effects dangerous. There is a pressing Dee~d
to strengthen the basic system at once before it is undermined by these
forces. Once the basic system is firmly established, any remaining
special needs of particular groups can be assessed and met in an orderly
fashion.
The time has come to reaffirm the basic principle that a contribu
tory system of social insurance in which workers share directly ~in
meeting the cost of the protection afforded is the most satisfactory
way of preventing dependency. A contributory system, in which
both contributions and benefits are directly related to the individual's
own productive efforts, prevents insecurity while preserving self-'
reliance and initiative.
Under social insurance, benefits are computed individually in each
case, on the basis of earnings in covered employment. Because
benefits are related to average earnings and hence reflect the standard
of living which an individual has achieved, ambition and effort are
rewarded; since they are also related to length of ser%'ice in covered
work, individual productivity is encouraged and the Nation's total
production is increased.
Because benefits under the insurance system are paid as a matter
of right following cessation of substantia~l covered employment, the
worker's dignity and independence are preserved.
Knowing that any assets and resources he may accumulate will not
disqualify him and his dependents for benefits, the worker is encour
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aged to make private savings in order to supplement his social insur
ance benefits.
Social insurance has other desirable attributes. Because benefits
are geared to contributions, the pressure for an unwarranted scale of
payments is held at a minimum. Social insurance has a stabilizing
influence on the economy by maintaining steady flow of purchasing
power in adverse times, and thus helping to protect the Nation from
serious economic maladjustment.
For these reasons the contributory system of old-age and survivors
insurance, with benefits related to earnings and paid as a matter of
right, should continue to be the basic method for preventing depend
ency. Insurance against wage loss due to permanent and total disa
bility will round out the protection of the insurance system. The
assistance program, with payments related to need, should continue
to serve the function of filling the gaps left by the social insurance
program, and for this purpose it should be strengthened and improved.
The function of assistance is to supplement insurance when necessary.
The bill is designed to speed the day when most of the aged and of
the Nation's dependent families will look to the insurance program
for protection and when the role of public assistance can be drastically
curtailed.
IL. BACKGROUND AND HISTORY OF LEGISLATION

A. Social Security Act of 1935
This act provided a system of old-age insurance for persons working
in industry and commerce as a long-run safeguard against the oc
currence of old-age dependency. To help alleviate immediate needs,
Federal grants were provided to States for three forms of public
assistance: For the needy aged, the needy blind, and dependent chil
dren. The old-age insurance plan provided monthly benefits (begin
ning in 1942) only for the insured worker in his old age and also lumpsum death benefits. A tax was imposed on employers and employees
at a rate of 1 percent each for 1937-39, 1% percent~for 1940-42, 2
percent for 1943-45, 2Y2 percent for 1946-48, and 3 percent thereafter.
An old-age reserve account was created, to which Congress annually
appropriated funds in amounts "determined on a reserve basis in
accordance with accepted actuarial principles"; in actual practice
these appropriations closely approximated the tax receipts less ad
ministrative costs which were met out of the general treasury.
B. 1939 revision of the Social Security Act.
The amendments considerably broadened the prot~ection of the
old-age insurance system. Supplementary benefits were provided
for the eligible wife and children of a retired worker and for the surviv
ing widow and children (in certain instances also for surviving de
pendent parents). The beginning date for payment of monthly bene
fits was advanced to January 1940. Benefits payable in the early years
were increased, while benefits were reduced for unmarried workers
with high earnings who would retire after many years of coverage.
This was accomplished by basing the benefits on average covered
wages rather than on total covered wages. The tax rate on employers
and employees was held at 1 percent each through 1942, and was then
to follow the original schedule. Further, it was provided that an
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amount equal to the tax collections would be appropriated to the fund
and the requirement as to annual appropriations being "determined
on a reserve basis in accordance with accepted actuarial principles"
was removed.
The 1939 amendments also liberalized the assistance provisions by
increasing the individual maximums for the. needy aged and for the
needy blind, upon which the matching by the Federal Government is
based, from $30 per month to $40. Also the Federal matching propor
tion for aid to dependent children was increased from one-third to
one-half, and the age limit was raised from 16 to 18. Further, it was
required that States in determining need for assistance take into ac
count income and resources of applicants.
C. Legislation during 1940-45
In 1943 and in subsequent years legislation was passed to maintain
the old-age and survivors insurance contribution rate at 1 percent
each on employers and employees, rather than letting it rise as sched
uled in the 1939 amendments. In 1943 the law was changed to
authorize appropriation from general revenues to the trust fund of
"such additional sums as may be required to finance the benefits and
payments under the insurance program" (to date no appropriations
have been made under this provision).
D. The 1946 amendments
Provision was made for survivors insurance benefits in respect to
World War II veterans who die within 3 years of discharge from the
armed forces, provided that such survivors are not entitled to pen
sions under veterans' laws. The amendments also froze the old-age
and survivors insurance contribution rate at 1 percent for 1947 and
made a number of technical changes which slightly liberalized benefits
and simplified certain aspects of the program.
The funds available to States for public assistance -were increased
substantially. For the period October 1946 through December 1947
the Federal matching proportion for the aged and the blind was raised
from a straight one-half to two-thirds of the first $15 per month and
one-half thereafter, while at the same time the maximum individual
ant upon which matching could be made was raised from $40 to $45.
Tor aid to dependent children the Federal share was raised from a
uniform one-half to two-thirds of the first $9 and one-half thereafter,
with the individual maximums being raised from $18 for the first child
and $12 for each additional child to $24 and $15 respectively.
E. Amendments ajter 1946
In 1947 the old-age and survivors insurance contribution rate was
again frozen at 1 percent effective through 1949; the rate was to be
1%percent in 1950-5 1 and 2 percent thereafter. The increased grants
for public assistance provided in the 1946 amendments, scheduled to
expire in December, were extended through June 1950.
In 1948 Congress amended the Social Security Act by passing two
bills over the President's veto. Public Law 492, Eightieth Congress,
excluded certain newspaper vendors from the coverage of old-age and
survivors insurance. Public Law 642, Eightieth Congress, amended
the definition of "employee" so as to deprive of coverage those who
were not employees under the usual comamon-law rules applicable in
determining employer-employee relationship. The public assistance

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

5

provisions were again liberalized. For the aged and the blind the
Federal Government would pay three-fourths of the first $20 of average
payment and one-half thereafter, with the individual matchable maxi
mum raised to $50 per month. The matching grants for aid to de
pendent children were raised to three-fourths of the first $12 of the
average payment per child and one-half thereafter, with the individual
matchable maximum payments being $27 for the first child and $18 for
each additional child.

F. Hearings of 1949
Your committee has attentively followed the operation of the socialsecurity program throughout the years and had a thorough study pre
pared by a special staff of experts in 1945. It has had the advantag~e
of the studies of special committees composed of outstanding citizens
such as the Social Security Advisory Council of the Senate Committee
on Finance which submitted an extensive and exhaustive report and
recommendations in 1948. It has studied the annual recommenda
tions of the Social Security Administration. It has conducted
extended public hearings on several occasions.
This year your committee conducted public hearings on the public
assistance and welfare features of social security from February 28
through March 23, and on old-age, survivors, and disability insurance
from March 24 through April 27. At the hearings on public assist
ance and public welfare, oral testimony was given by 88 persons,
including 14 Members of Congress, 22 offi~cials of State and local
welfare organizations, 8 Federal officials, and 44 other persons, most
of whom represented special groups interested in welfare-activities.
At the hearings on old-age, survivors, and-disabilitfy-insurance the
committee heard 165 individuals wio-testifled in person, among whom
were 5 Members of Congress-9-Federal officials, 7 officials of State
and local governments,--56 representatives of employee and labor
organizations, 36 employer representatives, and 52 other persons
representing themselves or various organized groups of citizens. In
addition to the direct testimony, several witnesses filed supplementary
statements at both hearings, and a number of persons who were
unable to appear before your committee placed statements in the
record. In all, your committee took 1,079 pages of testimony on
public assistance and public welfare and 1,471 pages on old-age, sur
vivors, and disability insurance.
Your committee has held executive sessions over a period of 16 weeks
and has painstakingly considered the social-security program both as
to the operation of specific proposals and the effect of the program on
the economy. Your conmmittee is convinced that a sound and effective
social-insurance program is essential to the smooth functioning of 'our
democratic socibty.
III. SUMMARY OF PRINCIPAL PROVISIONS OF THE BILL

A. Old-age and survivors insurance
1. Extension of coverage.-Old-age and survivors insurance coverage
would be extended to add approximately 11,000,000 new persons to
the 35,000,000 persons now covered during an average week. The
groups added to the system under the bill are as follows:
(a) Nonfarm self-employed persons (other than physicians, lawyers,
dentists, osteopaths, veterinarians, chiropractors, optometrists, Chris
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tian Science practitioners, publishers, and aeronautical, chemical,
civil, electrical, mechanical, metallurgical, or mining engineers) whose
net earnings from self-employment total $400 or more per year
(about 4.5 million).
(b) Employees of State and local governments, if the State enters
into a voluntary compact with the Federal Security Agency (except
for certain transit workers who are covered compulsorily), provided
that such employees who are under an existing retirement system shall
be covered only if such employees and adult beneficiaries of the retire
ment s~stem shall so elect by a two-thirds majority (about 3.8 million).
(c) Domestic servants in a private home (but not if employed on a
farm operated for profit), whose cash earnings are $25 or more per
quarter, and who work 26 days or more per quarter, for one employer
(about 950,000).
(d) Employees of nonprofit institutions other than ministers and
members of religious orders, but, if the employer does not elect
voluntarily to pay the employer's tax, the employee would receive
credit with respect to only one-half his wages for the employee's tax
which is compulsorily imposed upon him (about 600,000).
(e) Agricultural processing workers off the farm and certain other
types of essentially commercial or industrial border-line agricultural
labor; also employees of nonprofit agricultural and horticultural
organizations (about 200,000).
(f) Federal employees not covered under any retirement system
except temporary workers, elective officials, "dollar-a-year" employees
etc.; employees of farm loan and production credit organizations
(about 100,000).
(g Americans employed by an American employer outside the
United States and employees on American aircraft outside the United
States (about 150,000).
(h) Employees and self-employed in the Virgin Islands (about
5,000) and, if requested by the legislature, in Puerto Rico (about
250,000).
(i Salesmen, and certain other employees, who were deprived of
status as employees by Public Law 642, Eightieth Congress, the socalled Gearhart resolution (about 500,000 to 750,000).
2. Liberalizationof benefits.-(a) About 2.6 million persons currently
receiving old-age and survivors insurance benefits would have their
monthly benefit increased on the average by about 70 percent.
Increases would range from 50 percent for highest benefit groups
to as much as l50 percent for lowest benefit groups. The average
primary benefit is now approximately $26 per month for a retired
insured worker. and under the bill it would be approximately $44.
Illustrative figures for individual cases are shown in the table below:
Present primary insurance benefit
$10
15
20
25
30
35
40
45

New primary insurance amount
$25
31
36
44
51
55
60
64

(b Persons who retire after 1949 would have their benefits cctm
puted under the following new formula, with resulting benefits
approximately double the average benefits payable today:
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(i) Fifty percent of first $100 of average monthly wage, plus 10
percent of the next $200 (based on the maximum wage and tax
base of $3,600 per year). This amount would be increased by
one-half percent for each year of coverage, and would be reduced
proportionately to take into account the time not spent in covered
employment. For example, assume that the worker retired before
1956 and had 10 years of coverage since 1936, and that he had an
average monthly wage over his years of coverage of $200 per
month. His base amount would then be $60 (50 percent of the
first $100 of average wage plus 10 percent of the next $100 of
average wage, or $50+ $10). The amount coming from the incre
ment is 5 percent of the base amount (since there are 10 years of
coverage at % percent each) or $3.
The primary insurance
amoun~t is then $63.
(ii) The minimum primary benefit under existing law of $10
per month would be increased to $25.
(iii) The maximum family benefit under existing law of $85
per month would be increased to $150, but not to more than 80
percent of the average monthly wage of the insured person.
(iv) Lump-sum death payments would be made for all insured
deaths instead of only for deaths with respect to which immediate
monthly survivors benefits are not payable, as limited by present
law.
3. Computation of average wage.-The average wage of an insured
worker would be the average earned in all years of coverage (years
after 1949 in which $400 or more was earned in covered employment;
prior to 1950, years of coverage are credited for $200 or more of wages)
after either 1936 or after 1949, and before the worker dies or retires,
whichever yields the higher average wage.
4. Eligibilityfor benefits.-In order to qualify for both old-age and
survivors insurance benefits under present law, a person must have
either (a) quarters of coverage (calendar quarters after 1949 in wbich
$100 or more was earned in covered employment; prior to 1950,
quarters of coverage are credited for $50 or more of wages) equal to
one-half of the number of quarters since 1936 and before age 65 or
death, or (b) 40 quarters of coverage, tinder the bill a third alterna
tive qualification of 20 quarters of coverage out of the 40-quarter
period ending at death or at age 65, or any later date, would be added.
This would be of particular advantage to newly covered workers since
it would enable them to qualify more quickly.
5. Limitation on earningsof benejiciaries.-Theamount a beneficiary
may earn in covered employment witbout loss of benefits would be
increased from $14.99 to $50 per month. After age 75, benefits would
be payable regardless of amount of earnings from employment.
B. Permanentand total disability insurance
1. Coverage. 7-All persons covered by the old-age and survivors
insurance program would have protection against the hazard of en
forced retirement and loss of earnings caused by permanent and total
disability.
2. Bentfits.-Permanently and totally disabled workers would
have their benefits and average wage computed on the same basis
as for old-age benefits, but no payments would be available for
dependents of disabled workers.
3. Eligibility for benefits.-An individual would be insured for
disability benefits if he had both (a) 6 quarters of coverage out of the
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13-quarter period ending when his disability occurred, and (b) 20
quarters of coverage out of the 40-quarter period ending when his
disability occurred.
C. Old-age and survivors insurance benefits for World War II veterans
World War 11 veterans would be given wage credits under the oldage, survivors, and disability insurance program of $160 per month
for the time spent in military service between September 16, 1940,
and July 24, 1947.
D. Financingof old-age, survivors, and disability insurance
1. Taxable wage base.-The total aninual earnings on which benefits
would be computed and contributions paid is raised from $3,000
to $3,600.
2. Contributionschedule.-Employersand employees would continue
to share equally, with the rate for each being as follows (since 1936 the
rate has been 1 percent):Rae
Calendar years:
1950 -------------------------------------------------------1951-59 ----------------------------------------------------1960-64----------------------------------------------------1965-69 ----------------------------------------------------1970 and after -----------------------------------------------

pereent

1Y2
2
2
3
3Y

The self-employed who are covered would pay 1% times the above
rates.
E. Public assistance and welfare services
1. Extension of State-Federalpublic assistanceprograms.- Aid would
be extended to persons not now eligible for assistance, as follows:
(a) Permanently and totally disabled needy persons would become
eligible for State-Federal assistance by the establishment of a fourth
category, with the Federal Government sharing in the costs in the
same manner as for old-age assistance and aid to the blind.
(b) The mother, or other adult relative with whom an eligible
dependent child is living, would beconie Ieligible as a recipient under
the aid to dependent children program, and the Federal Government
would share in the costs of the aid furnished such mother or relative.
2. Increase in Federal share of public assistance costs.-The bill
would strengthen financing of public assistance in all States, and,
particularly, would enable States with low-average payments to raise
the level of payments to needy recipients under the State-Federal
program. Federal funds would be made available to the States under
the following matching formula:
(a) For old-age assistance, aid to the blind and aid to the totally
and permanently disabled, Federal funds will equal four-fifths of the
first $25 per recipient plus one-half of the next $10 plus one-third of
the next $15 with a maximum of $50 on individual assistance
payments.
(b) For aid to dependent children, Federal funds will equal fourfifths of the first $15 per recipient (including one adult in each family)
plus. one-half of the next $6, plus one-third of the remainder, with
maximums on individual assistance payments of $27 for the adult
plus $27 for the first child plus $18 for each additional child in the
family.
3. Public medical institutions.- T he Federal Government would
share in the payments made by the States and localities to the needy
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aged, blind, and permanently and totally disabled recipients residing
in public medical institutions, instead of limiting Federal participation
to payments made to recipients residing in private institutions as
provided in present law.
4. Directpayment jor medical care.-States would be authorized to
make direct payments to medical practitioners or institutions furnish
ing medical care to recipients of State-Federal public assistance.
Under existing law the Federal Government does not participate in
the cost of medical care for recipients unless payment for such care
is made directly to the recipient.
5. Child-welfare services.-Authorization for child-welfare services
in rural areas or areas of special need would be increased from 3.5
mil'lion dollars per year to 7 million dollars. The use of child-welfare
funds would be authorized for purposes of returning interstate run
away children to their homes.
6. Cost.-The estimated additional cost to the Federal Government
for the public-assistance and welfare-services amendments would be
256 million dollars annually.
F. Puerto Rico and the Virgin Islands
The old-age, survivors, and disability insurance program and
Federal participation in public assistance would be extended to Puerto
Rico and the Virgin Islands.
OLD-AGE AND SURVIVORS INSURANCE
IV.

EXTENSION

OF OLD-AGE

AND

SURVIVORS

INSURANCE

COVERAGE

A. General
The old-age and survivors insurance system now covers some
35,000,000 workers during the course of an average week. The bill
would extend coverage to about 11,000,000 of the 25,000,000 workers
not now covered. Specifically, coverage would be extended to selfemployed persons other than farmers and certain professional groups,
employees of State and local governments, domestic servants em
ployed on a regular basis in other than farm hom~es, employees of
nonprofit organizations, and certain other smaller groups that will
be described hereafter.
The bill would not extend coverage to persons engaged in agri
culture (whether as self-employed individuals or as employees),
Federal employees covered under retirement systems, members of
the armed forces, railroad employees, the self-employed professional
groups mentioned previously, and certain other smaller groups of
workers.
Your committee has given extensive-consideration to the advisa
bility of extending coverage to agricultural employees, to selfemployed farm operators, and to other self-employed groups excluded
under the bill. However, your committee believes that further
stuidy must be given to the special problems involved in the coverage
of these groups.
B. Specific coverage groups added
1. The nonfarm self-employed .- During the hearings on the 1939
amendments to the Social Security Act, testimony was presented to
the effect that coverage of self-employed persons appeared to involve
difficult problems of administration and that it should therefore be
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postponed until the administrative agencies had further experience
with the coverage of employees in industry and commerce. Since that
time, practicable administrative procedures for coverage of the selfemployed have been developed. After a careful consideration of the
proposed methods for extending, coverage to the nonfarm self-em
ployed, your comnmittee believes that the. insurance. system should
now be extended to this group, except for certain professional classes.
Under the bill the coverage of the self-employed is compulsory.
Your committee gave thorough consideration to the possibility of
coverage on a voluntary basis, but there are fundamental objections
to that approach. The history of voluntary social insurance in the
United States and in ot~her countries indicates definitely that only a
very small proportion of all eligible individuals actually elect to partici
pate. Moreover, those who do elect are usually not persons of belowaverage income who are in the greatest need of such protection. In
addition, volun tary coverage would probably attract almost exclusively
people who are already aged and others who can foresee a large pos
sible return for their contributions; as a result, the program would be
faced with adverse selection of risks, and consequently there would be a
serious drain on the trust fund.
The total number of nonfarm self-employed persons who would be
covered during an average week is about 4.5 million. Between 35 and
40 percent of the total number are storekeepers and other retailers,
including, for example, proprietors of unincorporated shoe stores,
clothing stores, grocery stores, restaurants, and filling stations.
Approximately 20 to 25 percent are proprietors of such service estab
lishments as hotels, boarding houses, garages, laundries, barber shops,
and places of amusement. From 12 to 15 percent are engaged in the
construction industry, including small-scale plumbing, painting, and
electrical contractors. The remaining 25 to 30 percent is made up
of wholesale merchants, agents and brokers, small-scale manufac
turers, independent taxicab owners, and proprietors of real-estate
and insurance enterprises. The professional groups which are
excluded-namely, doctors, dentists, osteopaths, chiropractors, Chris
tian Scientist practitioners, optometrists, veterinarians, lawyers,
publishers, and aeronautical, chemical, civil, electrical, mechanical,
metallurgical, and mining engineers-number approximately 400,000
persons.
An individual will report his self-employment income by transferring
the information from his income-tax return to a simple supplementary
form, or an additional item on the income tax return might be provided.
Unless his net earnings from self-employment amount to $400 or
miore in any given year, he pays no self-employment tax on such
Income and receives no credit toward old-age, survivors, and disability
insurance benefits.
If wages are earned in covered employment (upon which employ
ment tax is payable), such wages are deducted from the $3,600 annual
maximum in determining the amount of net earnings from selfemployment that is taxable and creditable in any year. Thus, as
far as, practicable, self-employment income is taken into account for
benefit purposes to t~he -same extent as wages, but income from casual
self-employment would not be taxed or credited.

2. Employees o] State and local governments.-Stateand local govern
.mental units in this co-intry employ about 3.8 million workers in an

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

11

average week. Except for certain transit-company employees, cover
age of employees of State and local governments, would be effected
only by a voluntary compact between a State and the Federal Security
Administrator.
The voluntary agreements are made with respect to defined coverage
groups. In general, a coverage group comprises all the employees of
a State or of a political subdivision of a State. For any group to be
covered, all of the employees in that group (with certain possible
specified exceptions such as part-time workers or elected officials)
would have to be covered. This is necessary in order to avoid adverse
selection. Members of an existing retirement system would be
treated as a separate coverage group, and coverage could not be
extended to them unless the employees and beneficiaries so elect by a
two-thirds majority vote in a written referendum, and it is intended
that this be accomplished by secret ballot. The provision for a
referendum is included so as to assure those covered by adequate
existing systems (such as firemen, policemen, and teachers) that ade
quate safeguards are present so that their present pension plans will
not be destroyed. Many employees in private industry have the pro
tection of both the social insurance system and supplementary pri
vate plans. The Federal program may provide types of protection
not available under a State or local plan and, in all instances, can serve
as a basic protection to employees who shift between public and private
employment.
Provisions are also included for the orderly termination of FederalState compacts. In order to safeguard the interest of all parties con
cerned the States would not be allowed to terminate until the agree
ment had been in force for 5 years, and then would have to give
advance notice of at least 2 years. In order to prevent in-and-out
movements disadvantageous to the financing of the program, if
coverage of a particular group is terminated, that group can never
be covered again.
If a State fails to pay the required contributions while a compact is
in effect, the Federal Government may deduct such amount plus
interest from payments otherwise due to the States under other titles
of the Social Security Act (chiefly Federal grants for public assistance).
Compulsory coverage has been provided for certain employees
of privately owned transit companies taken over by goverrnmental
units. Such employees are frequently in an unfortunate position
since their coverage is terminated under present law when the company
becomes publicly owned, even though their duties may remain the
same. Where the transit company was acquired by a governmental
unit after 1936 but before 1950, persons working for such company on
the date when it was taken over would be covered, beginning in 1950,
unless the employing governmental unit elects against such coverage
within a specified period. If a transit company is acquired by a
governmental unit after 1949, coverage of those employees taken over
from the private employer would continue to be compulsory.
3. Employees in domestic serv~ice.-From the beginning of the insur
ance program, it has been recognized that domestic workers need the
protection of social insurance as much as any other occupational group.
Your committee believes that regularly employed domestic workers
can now be covered without undue administrative difficulties. Con
sistent with the fact that coverage is not extended to farm workers or
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farm operators, domestic workers in private homes on farms operated
for profit are not covered. In order for domestic servants in other
private homes to be covered, such workers must be paid $25 or more
in cash wages by the particular employer during a calendar quarter
and, in addition, must be employed by such employer for at least
26 days duiring such quarter (or else have been employed for at least 26
days by this employer in the previous calendar quarter). Under this
definition of a "reg-ular" worker, most domestic employees who are
hired on a weekly or monthly basis will be covered, while most parttime workers, and all casual or intermittent workers, will be excluded
from coverage.
The bill also extends coverage to nonstudent domestic workers of
local college clubs, fraternities, and sororities, whose remuneration is
at least $100 in a calendar quarter. Students performingdmsi
work for such employers will continue to be excluded frmcoverage.
There are certain types of nonbusiness services which are not,
strictly speaking, domestic service in private homes but which are
difficult to distinguish from domestic service. To facilitate coverage
determinations, the same requirements for coverage are applied to
both domestic and other nonbusiness service, nmly, cash remuner
ation of at least $25 in a calendar quarter and employment in at least
26 days of such quarter.
It is difficult to estimate what the effects of the restrictions on
coverage of domestic service will have on the total number of domestic
workers who are covered, but it is believed that there will be about
950,000 covered.
4. Employees of nonprofit organizations.-The bill would cover all
employees of religious, charitable, and other nonprofit organizations
except members of the clergy and religious orders. About 600,000
such employees would be covered in the course of an average week.
Such organizations have expressed almost unanimously a desire for
coverage provided that their traditional tax-exempt status would not
there-by be threatened. Under the bill, their exempt status would be
safeguarded. Although the regular compulsory employee contribution
of the program would be imposed on their employees, exemption from
the employer tax of the program would be continued for nonprofit
organizations unless the organization elects to pay the employer tax
by waiving the tax exemption. In such case, the employees would be
given full credit toward benefits for wages received. Otherwise, only
one-half of the employee's wages would be credited toward benefits.
A waiver of tax exemption would be applicable to all employees and
could not be terminated by the employer until it had been in effect
for at least 5 years, and then the employer would have to give 2 years'
advance notice. Statements by nonprofit organizations indicate that
the great majority of such organizations would elect to pay the em
ployer contribution, and so provide full insurance protection for their
employees.
The bill would continue to exclude service performed for nominal
amounts in the employ of tax-exempt nonprofit organizations, service
performed by student nurses and internes, and service performed by
students in the employ of colleges and universities. These exclusions
simplify administration without depriving any significant number of
people of needed protection. On the other hand, coverage would be
extended, except where the services are performed for nominal

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

13

amounts, to certain ritualistic or dues-collecting services for fraternal
beneficiary societies, service for agricultural and horticultural organi
zations, and for voluntary employees' beneficiary associations, and
certain services performed by students in the employ of tax-exempt
organizations.
5. Border-line "agricultural" labor.-Certain types of services now
excluded as agricultural are essentially commercial and industrial.
The bill would modify the definition of "agricultural labor" to pro
vide insurance protection for individuals performing such services.
It is estimated that this change would extend coverage to about
200,000 persons in the course of an average week.
Coverage has been extended under this new definition to services
performed off the farm in connection with the raising or harvesting
of mushrooms, the hatching of poultry, and the operation or mainte
nance of irrigation ditches, and to services performed in the processing
of maple sap into maple sirup or maple sugar (as distinguished from
the gathering of maple sap).
Coverage would also be provided for individuals performing postharvesting services in the employ of commercial handlers of fruit and
vegetables, or in the employ of farmers' cooperatives, irrespective of
the agricultural commodity in connection with which the services are
performed.
6. Federal civilian employees'not covered under any retirement sye
tem.-The bill would extend coverage to about 100,000 civilian em
ployees of the Federal Government and its instrumentalities in the
course of an average week. Employees who are now covered by a
federally established retirement system would not be included. Cer
tain employees who are not under retirement systems would also
remain excluded; they are, in general, employees who are temporary
workers or'whose employment will eventually be covered under some
other Federal benefit system. The purpose of the exclusions is to
avoid the nuisance of reporting inconsequential amounts for which no
significant benefit rights would be given. Members of the legislative
branch and elected officials in the executive branch of the Government
would also be excluded.
7. Americans employed outside che United States.-During the
course of an average week about 150,000 American citizens work out
side the United States for American employers, and the number is
increasing. Because old-age and survivors insurance coverage does
not, in general, extend beyond the geographical boundaries of the
United States, the insurance protection of persons who take such jobs
is interrupted. The bill would extend coverage to this group.
The bill would also extend coverage to employment performed on
American aircraft outside the United States, under the conditions
which now apply to maritime service performed outside the United
States.
8. Puerto Rico and the Virgin Islands. -By extending the definition
of the terms "State" and "United States," coverage would be ex
tended to include services performed in the Virgin Islands of the
United States and, if requested by the legislature, in Puerto Rico.
About 5,000 persons would be covered in the Virgin Islands and about
250,000 in Puerto Rico during the course of an average week. These
areas of our American economy are among those most in need ot the
social insurance system. Because average earnings are relatively low,
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workers there are generally unable to provide for their own future
security. Despite flow wages and some irregularity of employment,
it appears that most such workers in covered occupations would be
able to qualify for insurance benefits.
9. Definitionof "employee."--The definition of "employee" used in the
bill has two significant results. First it provides coverage as employees
for from 500,000 to 750,000 persons who are not covered under the
definition in the present law. Secondly, by providing a more precise
definition of the term than that in the present law it would go a long
way toward clarifying the coverage status of individuals in the twilight
zone between employment and self-employment.
The new definition, which is effective with respect to services per
formed after 1949, has four parts. The first part provides (as does
existing law) that an officer of a corporation is an employee of the
corporation. The second provides that the usual common-law rules
are to be used to determine whether an individual is an employee.
Thus all persons who have been determined to be employees under
existing law will continue to be considered employees.
The second part of the definition also provides that full force and
effect be given to a written contract expressly reciting that the person
for whom the service is performed shall have complete control over
the performance of such service and that the individual, in the per
formance of such service (either alone or as a member of a group), is
the employee of such person. The definition does not, however, give
force or effect to a contract which expressly provides that the person
for whom the services are performed shall not have the right to control
and direct the individual who performs the service or which provides
that such individual is not the employee of such person. In the latter
type of contract all the facts and circumstances of the particular case
must be considered to determine whether such individual is an em
ployee either under the usual common-law rules or under the other
tests of the definition.
The usual common-law rules for determining the employer-employee
relationship fall short of- covering certain individuals who should be
covered as employees for the purposes of the old-age, survivors, and
disability insurance program. The third and fourth parts of the defi
nition of "employee" correct this deficiency in the existing law by
extending coverage to individuals who, although not employees under
the usual common-law rules, occupy a status not materially different
from those who are employees under such rules.
The third part of the definition extends coverage to individuals who
perform services, under prescribed circumstances, in seven occupa
tional groups. Your committee has designated these groups to assure
the coverage of individuals who fall within them even though such
individuals may be covered as employees under other tests of the
definition. If such individuals are not classifiable as employees under
this part of the definition, they may nevertheless be employees under
an application of one of the other parts.
Under the third part of the definition an individual who performs
services for remuneration for any person in an occupation falling within
one of the enumerated groups is an employee if his contract of service
contemplates that substantially all of such services (other than in the
case of a mining lessee) are to be performed personally by such indi
vidual, unless (1) such individual has a substantial investment (other
than the investment by a salesman in the facilities for transportation)
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in the facilities of the trade, occupation, business, or profession, with
respect to which the services are performed, or (2) the services are in
the nature of a single transaction not part of a continuing relationship
with the person for whom the services are performed.
Your committee believes that, while paragraph (3) of the definition
will prove helpful to employers and employees as well as to the admin
istrative agencies in identifying certain groups of individuals who
should be covered as employees, such paragraph in itself is inadequate
to correct the deficiencies in the usual~common-law rules. The infinite
and subtle variations in service relationships within our economy
make it impracticable to design~~ate in the statute by occupational
label all the groups which sh6uld have employee coverage. Accord
ingly, your committee has added paragraph (4) to the definition of
''employee."~
The fourth test of employee status differentiates between individuals
who are employees and those who are not employees on the basis of
factual considerations and not on the basis of technical legal con
siderations. Under this test the status of an individual in the per
formance of service for any person for remuneration is determined
from the combined effect of the following enumerated factors: (1)
Control over the individual; (2) permanency of the relationship; (3)
regularity and frequency of performance of the service; (4) integration
of the individual's work in the business to which he renders service;
(5) lack of skill required of the individual; (6) lack of investment by
the individual in facilities for work; and (7) lack of opportunities of
the individual for profit or loss.
If the combined effect of all such factors indicates that the indi
vidual is performing the service in the pursuit of his own business he
will not be considered an employeeunder this test of the definition.
Examples of the way in which the fourth test of the definition
applies in particular situations are given in the section-by-section
analysis of the bill.
V.

OLD-AGE AND SURVIVORS

INSURANCE BENEFITS FOR WORLD WAR II
VETERANS

The Federal Governnment, in removing World War II servicemen
from the civilian labor force, deprived them of the opportunity to
acquire wage credits under the Federal old-age and survivors insurance
program. The chance for young servicemen to acquire benefit rights
under the program was impaired, and the opportunity for others to
increase or maintain their existing protection was lessened. It is
believed only fair, therefore, that the Federal Government should give
adequate recognition under the program to wartime military service.
Congress has made limited provision for veterans of World War II
in section 210 of the Social Security Act, enacted in 1946. Under
these provisions a veteran who meets certain service requirements and
who dies within 3 years after separation from service is considered to
have died fully insured with an average monthly wage of not less than
$160. However, these provisions do not apply if the veteran died in
service or if the Veterans' Administration determines that any pension
or compensation is payable, by reason of the death of the veteran,
under any law administered by that agency. Moreover, the 3-year
period of protection provided under section 210 has now expired in the
great majority of cases. The bill would leave this provision unchanged.
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Your committee believes that the only appropriate remedy for the
present situation is one which will give World War II veterans the
status they might have had if military service had not interfered with
their employment. Accordingly, the bill would provide veterans
with wage credits of $160 for each month of military service performed
during the World War II period. These wage, credits would be given
regardless of whether death occurred in service and whether veterans'
benefits were payable. In cases in which the protection provided
under section 210 and that provided by the military-service wage
credits overlap, the bill would permit application of the provisions that
would result in the most favorable treatment. The cost of the addi
tional benefits resulting from the wage credits would be met by special
appropriations to the trust fund.
As indicated, your committee does not believe that the war-service
wage credits should be withheld where pension or compensation is
payable by the Veterans' Administration.
In most cases where the individual dicd in service the wage credits
are of real significance in providing additional benefits for his widow
and children. In many cases, such deceased servicemen were
insured when they entered military service, but with the absence of
wage credits during service, lost insured status or had their benefit
amounts sharply reduced. A very real hardship therefore results in
morst death-in-service cases if wage credits are not given or if pro
visions were included for adjustment where compensation is payable
by the Veterans' Administration.
The wage credits would be taken into account in computing any
monthly benefits payable for any month after 1949 (including cases
where death occurred prior to 1950) and in determining lump-sumn
death payments where the veteran dies after 1949. The bill would
not provide for paymnent of retroactive monthly benefits or for lump
sums in cases where the death has already occurred.
VI.

OLD-AGE

AND

SUJRVIVORS INSURANCE

1BENEFITS LIB3ERALIZED

A. General
A major change proposed in this bill is to establish a level of oldage and survivors insurance benefits appreciably higher than the
amounts provided in the present Social Security Act which were
geared to prewar conditions and wage levels. For retired workers
who are already on the benefit rolls, the range of benefits (exclusive
of any benefits for their eligible dependents) will be between $25 and
$64.40 per month as compared with the present range of from $10 to
$45.20. The average payment now is about $26, and this will be
increased to about $44, or 70 percent, under the proposal- (the manner
in which benefits for those now on the roll will be increased is dis
cussed subsequently). The amended benefit provisions which will
apply generally to retired workers who claim benefits after 1949 will
yield an average benefit of $50 to $55 in 1950.
Several factors contribute to this increase in benefit amount for
those coming on the roll after the effective date. The new benefit
formula itself gives a much higher proportion of the average monthly
wage than the present formula. Other factors of lesser importance
are the increase in the wage base, which allows benefits to be based on
greater total earnings than is the case at present, and the increase in
the minimum benefit from $10 to. $25.
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On the other hand, there are factors in the benefit provisions which
will tend to pr-event costs from rising as high, in the long run, as the
initial increase might lead one to expect.
Table 1 sets forth the amounts of old-age insurance benefits payable
to regularly employed workers at various levels of average monthly
wage and for various numbers of years of coverage, under the present
law and under the bill, without showing supplementary benefits for
dependents.
I.-Illustrative monthly primary amounts

TABLE

[All figures rounded to nearest dollar]
20 possible years of
coverage

10 p)ossible years of
coverage

Mnhyawhlwrig

40 possible years of
coverage

Present law~ H. -R. 6000 Present law H. R. 6000 Present law~ H. R. 6000
Covered in all possible years

$50---------------------------$100-----------------------------$150-----------------------------$200------------------------------

$250--------------------------$300----------------------------

$22

$26

28
33
38

52
58
63

44

68

(0

74

$28

$28

$30

30
*36
42

55
00
66

35
42
49

00
66
72

48

72

50

78
84

$24

77

(0)

(')

Covered in half of possible years
$50------------------------------$100-----------------------------$200-----------------------------$250-----------------------------$300----------------------------

$25
26

$11
22

$25
28

$12
24

$25
30

24

29

25

30

27

33

26
29

32
34

28
30

33
36

30
33

36
39
42

$10
21

$150 ---------------------------

)

37

(0)

38

(I)

IPresent law includes wages only up to $250 per month.

B. Computation o] benefits
1. Wage base.-The wage base to which benefits are related is
changed in a number of respects. In general, the result will be to
raise benefit amounts.
The maximum of wages and self-employment income which may be
used in computing the amount of benefits is increased from $3,000 to
$3,600 per year.
2. Average monthly wage.-The bill changes the method for com
puting the "average monthly wage," which is used in computing the
primary insurance amount. All benefits, including dependents and
survivors insurance benefits, are based on the primary insurance
amount. In the present Social Security Act, the average monthly
wage is obtained by dividing the individual's total taxable wages by
,the number of months after 1936, when the proga be noafr
the individual attained age 22, if tbat was laeand up to the time
his benefit is calculated at age 65 or later, or at death. Periods
-during which the individual was out of covered employment for any
reason before age 65 reduce the average monthly wage and, therefore,
the insurance benefit. If, for example, a worker earns $100 a month
while in covered employment, and is in such employment only 5 out
of 10 years before retirement, his average monthly wage, under the
present law, is only $50.
If the present method of computing the average monthly wage
were applied to the individuals brought in by the extensions of cover
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age provided in this bill, old-age insurance benefits awarded to them
for several years ahead would be no more than the minimum amount.
These individuals would be severely handicapped by the 13 years
during which they had no wages in covered employment. Accordingly,
the bill permits the average monthly wage to be computed on the
basis of wages-including self-employment income-after 1949
(rather thanafilter 19306)-if th-isproduuces a larger amiount. Thus, bene
fits for newly covered individuals will be more nearly comparable in
amount to those for workers covered since the inception of the oldage and survivors insurance program than they would have been under
the present method of computing the average monthly wage.
The bill also defines the " average monthly wage"~ in a different
mnanner, namely as the quotient obtained by dividing the total of
wages and self-employment income paid to or derived by the individ
ual during those years which were "years of coverage" by 12 times
the number of such years. A year of coverage is defined as a year in
which earnings from covered employment were at least $200 during
1937-49 andi $400 Ifor 1950 and after. The higher amount for years
after 1949 was set in the bill to take account of the increase in wage
rates since 1939. Earningg of as little as $200 in a year cannot now be
said to represent substantial attachment to covered employment.
With the higher wage rates now in eff ect, workers who ordinarily are
self-supporting will have no difficulty in meeting the $400 requirement.
If insured individuals have fewer than 5 years of coverage, the
average monthly wage will nonetheless be computed over a 5-year
period. For example, if a newly covered worker became insured on
the basis of employment in 1950, 1951, and 1952 and if he had total
wages of $3,600 in each of those years, his average monthly wage would
be $180 (instead of $300) because the divisor months would be 60
rather than 36. However, such individuals will have paid very small
amounts of taxes, and their benefits will be substantial in comparison
with those taxes. (See discussion of insured status.)
There are certain advantages in changing the method of calculation
of the average wage. It has always confused beneficiaries to have the
wages averaged over years when they were not in covered employment.
This confusion will be avoided by figuring the average monthly wage
only over years of coverage.
3. Continuation jactor.-To establish a reasonable differential
between the benefits of persons regularly engaged in covered employ
ment and those who work in such employment only intermittently,
the bill provides for multiplying the base amount (to be described
hereafter) by a "continuation factor" in obtaining the primary insur
ance amount. The continuation factor (which may never exceed 1)
is defined as the quotient obtained by dividing the number of an
individual's years of coverage (or the number 5, if that is greater) by
the number of years in his elapsed period. To avoid undue reduction
of the benefits of newly covered workers, in determining the continua
tion factor, the starting date for counting years of coverage and elapsed
years will be 1936 or 1949 (or, for the elapsed period, 'attainment of
age 21, if later), whichever results in the higher factor. As a result,
the continuation factor would be 1, and thus have no effect, for those
who die or reach age 65 before 1956.
The provision that the number of years of coverage shall be taken
as at least 5, in computing the continuation factor, prevents further
reduction of the benefits of those individuals who retire or die with

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

19

less than 5 years of coverage. These individuals will have had their
average monthly wage reduced by the use of the minimum divisor of
5 years in the average wage computation even though they did not
have wages in 5 years. It would be unjust to provide a double reduc
tion because of the same circumstance.
4. Benefit formula.-Individuals whose average wages have been
low should receive a greater percentage replacement of those wages in
the form of benefits than those with relatively high wages. The latter
have more opportunity to provide against economic contingencies
through private means. The bill provides that the base amount shall,
be 50 percent of the first $100 of average monthly wage and 10 percent
of that portion of the average monthly wage which exceeds $100; the
present formula is 40 percent of the first $50 and 10 percent of the
remainder. Thus, the new formula gives more weight to low-bracket
wages than does the formula in the present Social Security Act. It
also recognizes the general increase in wage levels through expansion
of the bracket within which the larger percentage applies. Thus, an
individual whose average monthly wage is $100 will have a base
amount of $50 instead of $25, as at present.
The increase in wage levels is, as mentioned above, also recognized
in increasing the wage base to $3,600. Consequently, the average
monthly wage may reach a maximum of $300 instead of $250. This
offsets to some extent the effect of other changes,. which by themselves
would narrow the relative differences in benefit amounts payable to
beneficiaries at the lowest and highest levels of average monthly
wage. It is important to maintain a significant spread of benefits
from minimum to maximum primary benefit amounts in a contribu
tory program in which benefits are related to former earnings.
Although workers with average wages above $250 will receive sub
stantial increases, their benefits, as a percentage of their former earn
ings, will still be much less than those for workers at lower wage levels.
The base amount for a $300 average monthly wage would be 23 per
cent of that wage, as compared with 50 percent for wages of $100 and
below.
As in the present law, the formula recognizes length of service by
increasing the base amount for each year of coverage. The amount
of annual increase (termed "increment") of the base amount is
changed from 1 percent to 3~percent. This increment is given for
each "year of coverage" (as defined previously). 'Your committee
feels that the increment is an essential part of a social security
system.
An example of the method of computing benefits follows. Assume
that the retired worker had an average monthly wage over his years
of coverage of $200 per month and that he had 20 years of coverage
out of a 25-year elapsed period. His base amount would then be
$60 (50 percent of the first $100 of average wage plus 10 percent of
the next $100 of average wage, or $50 plus $10). The individual's
continuation factor is 80 percent (based on his having 20 years of
coverage out of a possible 25 years, or in other words years of coverage
in 80 percent of the possible years). The amount coming from the
increment is 10 percent of the base amount (since there are 20 years
of coverage at %percent each) or $6. To this there is then added
the product of the continuation factor and the base amount which is
$48 (80 percent of $60) yielding a total of $54 which is the primary
insurance amount.
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Under the average wage method in existing law (which does not
contain the continuation factor), persons who shift between covered
and noncovered employment have lower benefits, but not propor
tionately lower, than those.who work at the same wage rate while
employed and who remain regularly in covered employment. For
example,. the man who works in covered employment for all 40 years
out of a possible 40 years at $100 per month now receives a benefit of
$35; the man who works 20 out of 40 years at the same rate (and whose
average wage is considered to be only $50 for benefit purposes)
receives $24 or about two-thirds as much even though the contribu
tions were only one-half as great. With extension of coverage, it
seems reasonable to eliminate this relative advantage (in relation to
their contributions) to persons whose work is divided between covered
and noncovered employment. The new formula would provide such
a result.
The increment of one-half of 1 percent for each year of coverage
helps relate benefits to absolute length of service; the continuation
factor relates benefits to the proportion of the time an individual
actually spends in covered employment as compared with the time
he could possibly have been in covered employment. Thus, an
individual who worked steadily in covered employment for 20 years
out of a 20-year elapsed period and earned an average monthly wage
of $100 will receive $55 in benefits (exclusive of any supplementary
benefits for dependents); an individual who had the same average wage
and worked for 40 years out of a 40-year elapsed period would receive
$60. The only difference here is the increment for each extra year of
coveragfe. However, an individual who had worked for only 20 years
in covered employment out of a 40-year elapsed period, earning the
same monthly wages, would receive a $30 benefit or only half as much.
Since, for half his working life he has not been in employment covered
by the law, he should receive only half as much as individuals with
the same average earnings who were in covered employment for all of
their wages. If there were no continuation factor, the half-time
worker would receive a great bonus from the program.
5. Family bentefits.-The proposed increase in the primary insurance
amount will provide correspondingly larger benefits to dependents
and survivors, who need such increases just as do retired workers.
The dependents and survivors benefits are related to the primary
insurance amount as follows (subject to certain maximums):
Beneficiary

Present la~w R5. iR.60

Wife ------------------------------------------------------------

Percent

Child --------------------------------------------------------------------Widow---------------------- ------------------ -------------------------Parent--------------------------------------------------------------------

50

50
75
50

Percent

50

' 50
75
75

I In survivor cases, 75 Percent for first child.

As reflected in the above table, parent's benefits would be increased
from one-half to three-fourths of the primary insurance amount,
which is the proportion paid a worker's widow. Also, the total
faniily benefits payable to survivor children has been increased by
one-fourth of the primary insurance amount so as to give somewhat
more protection to surviving children.
The substantial increases in benefit amounts provided in the bill
would not be fully effective, however, without an increase in the pres
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ent maximum limitations upon the over-all amount payable to the
family df an insured worker. Accordingly, the present maximum of
$85 per month would be raised under the bill to $150, which would
approximate the increase in primary benefits and would take into
account the increase in the wage base. The present maximum of
twice the primary benefit (which is unduly restrictive on survivor
families at the middle-income levels) would be eliminated. At the
same time the present maximum of 80 percent of the worker's average
monthly wage will be retained as a reasonable limit beyond which
total family benefits should not go, but in no case would this maximum
provision reduce the total of such benefits below $40.
Those now on the benefit rolls will have their benefits raised in
accordance with the conversion table described hereafter (and sum
marized in table 4). Those coming on the rolls after the effective
date will, in general, have their benefits based on the higher amounts
arising under the new method of benefit calculation. Table 2 shows
illustrative monthly benefits for a retired worker with an eligible wife,
while table 3gives corresponding figures for various survivor categories.
TABLE, 2.-Illustrative monthly benefits for retired workers
[All figures rounded to nearest dollar]
Present law
Average monthly wage
Single

IMarried I

H. R. 6000
I
Single IMarried I

Insured worker covered for 5 years
$00-------------------------------------------------$21
$i00 ------------------------------------------------26
$1500------------------------------------------------32
$200 ------------------------------------------------37
$2500------------------------------------------------42
$300-----------------------------------------------(2)

(2)

$32
39
47
00
63

$26
01
56
62
67
72

$38
77
80
92
iOO
108

Insured worker covered for iO years
$00-------------------------------------------------$22
$1000----------------------------------------------- 28
$150------------------------------------------------33
$200------------------------------------------ ------38
$2.00-------------------------------------------- ---44
$300-----------------------------------------------(2)

$33
40
50
08
06
(2)

$20
02
08
63
68
74

$39
79
87
94
102
100

Insisred worker covered for 20 years
$00-------------------------------------------------$24
$100 - - - - - - - - - - - - - - - - - - - - - -- - - -30
$1500------------------------------------------------36
$200------------------------------------------ ------42
$2500------------------------------------------------48
$300-----------------------------------------------(2)

$36
45
04
63
72
(2)

$28
00
60
66
72
77

$40
80
91
99
107
116

Insured worker covered for 40 years
$09-------------------------------------------------$28
$100 ------------------------------------------------30
$100--------------------------------------------------42
$2900------------------------------------------------49
$250
----------------------------------------------056
$300-----------------------------------------------(5)

$40
52
63
74
84
(5)

$30
60
66
72
78
84

$40
80
99
108
117
026

wife 65 or over.
2 Present law includes wages only up to $250 per month.
NOTE.-"Average wage" is computed differently under the two plans (see text). These figures are based
on the assumption that the insured worker was in covered employment steadily each year after 1949 (or
after 1936 as the case may be).
IWith
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3.-Illustrative monthly benefits for survivors of insured workers
[All figures rounded to nearest dollar]
Aged widow I

otl

Aged
prntIo
child alone
1vrg

PreeneH.R.Present
law
600
la

H. R.
6000

Widow and
1 child

Widow and
2 children

Widow and
3 children

Present HT.Rt. Present H. R. Present H. R.
law
6000
law
6000
law
6000

Insured worker covered for 5years
$00----------------- $16
$100---------------20
$150 -------- -------- 24

$19
38
42

$200
----------- -----28
$2500----------------- 32
$300----------------- (2)

46
10
04

$10
13
16
18
21
(2)

$19
38
42

$26
33
39

46
00
54

46
02
(2)

$38
77
85

$37
46
05

$40
80
113

$40
52
63

$40
80
120

92
100

04
74
(2)

123
133
144

74
84
(2)

100
110
100

$40
80
116
126
137
147

$40
00
66
77
80

$40
80
120
150
100
100

108

Insured worker covered for 10 years
$00----------------- $16
$100 ---------------21
$1000---------------- 23
$200 ---------------29
$2500---------------- 33
$300---------------- (2)

$20
39
43
47
01
10

$11
14
16
19
22
(2)

$20
39
43
47
01
13

$20
34
41
48
00
(2)

$39
79
87
94
102
110

$38
48
50
67
77
(2)

(2)

Insured worker covered for 20 years
$10 ---------------- $18
$100 ---------------- 22
$130 ---------------27
$200 ---------------- 32
$2500---------------- 36
$300---------------- (2)

$21
41
45
50
54
68

$12
18
18
21
24
(2)

$21
41
45
50
54
58

$30
38
45
02
60
(2)

$40
80
91
00
107
116

$40
02
63
74
84
(2)

$40
80
120
132
143
310

$40
60
72
84
85
(2)

$40
80
120
100
100
150

Insured worker covered for 40 years
$10----------------- $21
$100 ---------------- 26
$110 ---------------- 32
$200 ---------------37
$250 ---------------- 42
$300---------------- (2)

$22
45
10
04
58
63

$14
18
21
24
28
(2)

$22
45
10
54
58
63

$35
44
52
61
70
(2)

$40
so
99
108
117
126

$40
61
74
85
85
(2)

$40
80
120
144
110
180

$40
70
84
85
05
(2)

$40
80
120
100
180
160

I Age 65 or over.
2 Present law includes wages only up to 8210 per month.

NOTE.-"Average wage" is computed differently under thetweoplans (see text). These figures arebhased
on the assumption that the insured worker was in covered employment steadily each year after 1049 (or after
1036 as the ease may he).

The provisions relating to the dependency of a child on his mother,
adopting mother, or stepparent have been rewritten to give greater
protection to children who have largely relied for th~eir support on such
a parent, even though the child's father was contributing something.
Your committee believes that the revised provisions will better pro
tect those children whose fathers have not been able to give them
full support, without reducing the force of the father's legal obligation
toward his children.
In line with the intent to pay benefits to individuals who have
actually been dependent upon a deceased wage earner, the bill permits
a divorced wife as well as a widow to qualify for monthly survivor
benefits, if the divorced wife has entitled children of her former hus
band in her care, has not remarried, and was dependent upon himn.
Lump-sum death payment~s may now be made only if the insured
worker leaves no survivor who could immediately become entitled
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to monthly benefits. The extra expenses of death impose as great
a burden on those survivors who draw monthly benefits as those who
do not. Your committee believes that the lump-sum should be pay
able upon the death of any insured worker irrespective of the payment
of monthly survivor benefits. On the other hand since the primary
insurance amount is increased, the lump-sum payment is to be deter
mined as three times the primary insurance amount, rather than six
times as in present law. Accordingly, the average lump-sum death
payment will continue to be about $150.
6. Increase of existing benefits.-The increase in benefit amounts for
persons now on the rolls will be accomplished by the use of a table
included in the bill (a summary of this table is presented in table 4).
This will avoid the necessity of recomputing benefit amounts individ
ually according to the new formula, which would be an extremely timeconsuming and expensive administrative procedure. To assure that
the persons already on the rolls will not have their benefits increased
to an amount higher than that which will be paid to persons coming
on the rolls after the new formula becomes effective, the table has
been constructed to yield a somewhat lower average benefit than the
new formula will produce. Since persons retiring after 1949 will be
paying a higher rate of contributions than has been charged to date,
their benefits should be higher than those given to present beneficiaries
by the table. There is precedent for increasing benefits for those
now on the roll since this has been done in the past when the Congress
has liberalized the civil service and railroad retirement systems, and
this is also a common practice in private pension plans.
TABLE 4.-Summary of conversion table for computing new benefits for those now on
the roll
[All figures rounded to nearest dollar]
Present primary insurance
benefit

New primary
insurance
amount

$10
15
20
25
30
35
40
45

$25
31
36
44
51
55
60
64

-

Maximum
family benefits
payable
$40
50
58
78
113
145
150
150

EXAMPLES
1. Retired worker now receiving $25 per month will receive $44 after effective date. Supplementary
benefits for his eligible henefits or survivors cannot exceed $78.
2. Widow age 61 or over now receiving $30 per month (hased on three-fourths of deceased husband's pri
mary benefit of $40) will receive $45 after effective date (three-fourths of $60.)

C. Retirement age
Your committee carefully considered the advisability of reducing
the minimum age at which old-age benefits are payable below the
present age of 65. However, cost considerations make any such
change inadvisable. For instance, the life expectancy at age 65 is
currently 12.1 years for men and 13.6 years for women, whereas at
age 60 the corresponding figures are 15.1 a~nd 17.0 years, respectively,
or about 25 percent higher. Moreover, contributions would be paid
for 5 years less if retirement occurred at age 60 instead of age 65.

24

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

The addition of permanent and total disability benefits makes less
necessary the lowering of the minimum age for old-age benefits.
Many Of those in need of earlier benefits than at age 65 will qualify
under these provisions.
VTL. EMPLOYMENT

INCOME LIMITATION FOR OLD-AGE AND SURVIVORS
INSURANCE n3ENEFICIARIES

Under existing law any person on the old-age and survivors insur
ance benefits rolls loses his benefits with respect to any month in
which he earns $15 or more in covered employment. If a retired
wage earner himself earns above this amount, not only his own ben
efit, but also all benefits payable to his dependents are suspended.
Complete abandonment, or too drastic modification, of the income
limitation would be prohibitive in cost to the system. However, in
order to enable beneficiaries to supplement their social-security benefits
to a greater extent, and to encourage those who can do so to engage
in productive employment, the bill would increase to $50 a month
the amount that may be earned by a beneficiary without loss of
benefits.
To place the self-employed on a comparable basis with wage earners,
notwithstanding the fact that self-employment income is generally
computed annually and often will not be known with respect to a single
month of a year, the bill provides that an individual with net earnings
from self-employment of not more than $600 in a full year would not
thereby be deprived of his benefit for any month of that year. If a
beneficiary's net earning from self-employment exceed the exempt
amount ($600 in a taxable year of 12 months), one benefit deduction
would be made for each $50 or fraction of $50 of income in excess of
the exempt amount. Deductions attributable to self-employment
income would, in general, not be imposed for any month for which
deductions are imposable for another reason, such as earnings of more
than $50 in wages.
There would be no limit upon the earnings of insured persons age
75 and over, or of their dependents age 75 and over, since compara
tively few persons continue to work regularly at substantial wages
after that age. This provision has particular significance for selfemployed persons and others engaged in occupations in which retire
ment is customarily deferred to an advanced age.
In view of the possibility that income from a trade or business may
represent merely a return on investment, or, even if personal effort is
involved, that the services may have been rendered in only some but
not in all months of the year, the bill provides that there shall be no
loss of benefits for any month in which an individual has not rendered
substantial services in self-employment.
There is no single rule under which the determination of whet-her
or not a beneficiary has rendered substantial services in self-employ'
mnent in a particular month can be made. The factors to be considered
in such determinations vary with the diverse conditions characteristic
of the great variety of trades or businesses covered by the program.
Such determinations must be based on the facts of the particular case
with the aim of deciding whether by any reasonable standard the
beneficiary can be considered to have been retired in that particular
month. The bill provides for these determinations to be made in
accordance with regulations of the Federal Security Administrator.
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The following factors, among others, would be weighed in making
these determinations:
(1) The presence or absence of a paid manager, a partner,
or a family member who manages the business.
(2) The amount of time devoted to the business.
(3) The nature of the services rendered by the beneficiary.
(4) The type of business establishment.
(5) The seasonal nature of the business.
(6) The relationship of the activity performed prior to the
period of retirement with that performed subsequent to retire
ment.
(7) The amount of capital invested in the business.
Illustrations of the application of these factors are given in the
section-by-section analysis of this report.
To prevent lag between the rendition of services in self-employment
and the deductions of benefits, beneficiaries would be encouraged to
advise the Administrator when they render substantial services and
expect to earn more than the exempt amount (ordinarily $600). On
the basis of this advice, the Administrator would suspend benefits
concurrently with the beneficiary's receipt of income from his trade
or business. At the end of the year, the Administrator would re
view the action taken in the light of the beneficiary's actual earnings
for the year, and make whatever adjustments are necessary.
VIII. INSURED STATUS FOE OLD-AGE AND SURVIVORS INSURANCE

The extension of old-age and survivors insurance coverage to large
new occupational groups requires changes in the eligibility provisions
to enable members of these groups to qualify for benefits within a
reasonable period of time. However, it would be undesirable if
benefits could be obtained on the basis of inconsequential amounts of
employment and contributions. To this end, the bill retains the
provision in the present law as the basic requirement for "fully
insured status" (which entitles individuals to old-age and all types of
dependents and survivors benefits). To be fully insured under this
provision, an individual must have been engaged in covered employ
ment either in approximately half his possible working lifetime after
1936 or for 10 years.
To reduce the handicap of a late start in the case of those whose
occupations will now be covered for the first time another method of
becoming insured is provided which, however, is applicable to all
workers. It permits an individual to be fully insured, whether in
newly covered employment or not, if he has worked in employment
covered by the act for approximately 5 out of the 10 years imumedi
ately preceding his death or his claim for old-age benefits. The
change will be especially helpful to those newly covered workers who
are already old as is shown by table 5.
Although persons who become fully insured on the basis of this
new alternative will qualify for benefits in excess of the value of their
contributions, this is not inconsistent with the principles of a con
tributory retirement program. In the early years of a retirement
program special consideration has to be given to those already nearing
retirement age who, otherwise, would not be able to build up adequate
security. The civil service retirement and railroad retirement pro
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grams, as well as nearly all State and local retirement systems and
systems in private industry, include arrangements for crediting past
service. The eligibility requirements in the old-age and survivors
insurance program are a method of recognizing and giving credit for
the previous years of service which it may he presumed the older
worker has rendered in occuprations now covered for the first time.
TABLE 5.-Illustrations of quarters of coverage required for fully insured status for

old-age benefits
Age

IPreseut

75 or over-------------------------------------------------74-------------------------------------------------------73-------------------------------------------------------72-------------------------------------------------------71-------------------------------------------------------70-------------------------------------------------------69 ------------------------------------------------------68-------------------------------------------------------67-------------------------------------------------------66 --------------------------------------------- ---------65 ------------------- -----------------------------------64-------------------------------------------------------63-------------------------------------------------------61 ------------------------------------------------------62 ------------------------------------------------------60-------------------------------------------------------59---------------------------08 or Zunder-----------------------40

law

H. Ri. 6000

6 6.
8 8.
10 10.
12 12.
14 14.
16 16.
18 18.
20 20.
22 22
24 241
26 261
28281
30 30 r2 u fls
34 324
3
0otofls
3 4f
36 36
38 38
4

0
0

I Age attained in first half of 1960.
NOTE.-The required quarters of coverage shown above may be acquired either before or after extension
of coverage in 1950.

In the present Social Security Act the measurement of covered
employment, for purposes of insured status, is in terms of "quarters
of coverage." These are calendar quarters in which an individual
was paid wages of at least $50. In view both of the considerable rise
in wages since 1939 and the higher benefit amounts which would be
provided by this bill, your committee believes that $50 in wages dur
ing a 3-month period now represents so limited an attachment to the
covered labor force as to be unsuitable for establishing quarters of
coverage. The bill, therefore, provides that after 1949 a quarter of
coverage must be a calendar quarter in which the individual was paid
wages of at least $100, or for which he was credited with at least $200
of self-employment income. Quarters of coverage earned before 1950
on the basis of $50 will be retained to an individual's credit.
The bill retains the provision in the present law for currently
insured status whereby lump-sum death payments and certain types
of survivors monthly benefits may be paid to the survivors of an
individual who had recent employment (approximately half the time
in the 3-year period preceding the individual's death) even though he
was not fully insured. During the first 5 years after the effective
date of this bill, the provision for paying survivors benefits on the
basis of currently insured status will be of major importance for those
newly covered workers who die leaving young children. Such per
sons can acquire this survivor protection in the second quarter of
1951, after approximately 1l,2 years of covered employment.
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DISABILITY INSURANCE
IX.

PERMANENT AND TOTAL DISABILITY INSURANCE

A. Need for disability insurance
The old-age and survivors insurance system does not now meet the
needs of those who become disabled before they reach the normal age
of retirement. At least 2,000,000 persons in the United States are
chronic invalids. Diseases of the heart and arteries, cancer, rheuma
tism, arthritis, kidney diseases, and other chronic ailments have be
come the major causes of permanent disability and death. Chronic
invalidism spares no age group, but it is more common to the older
worker ,the one who has been in covered employment for a number of
years and has made substantial contributions to the social-insurance
system. The system today actually penalizes the disabled worker
by reducing, or extinguishing his right to, eventual benefits, depending
on his insured status and the length of his absence from the labor
market. The addition of permanent and total disability benefits
will inject more realism into the retirement concept, and will effec
tively counteract pressures for a reduction in the age of normal retire
ment.
The coverage provided by private insurance is very limited in this
area. A few employed groups have some protection through special
funds. Employees disabled bn the job may benefit from State work
men's compensation laws-but only about 5 percent of all permanent
and total disability cases are work-connected. The Congress in the
past has enacted legislation providing permanent and total disability
benefits for railroad workers, veterans, and most Federal employees.
Also many State and local government employees are provided dis
ability protection in their pension plans. But for most wage earners
and self-employed there is now no protection against income loss
caused by permanent and total disability.
Consideration has been given to the proposal that benefits for
permanent and total disability be confined solely to a separate category
of public assistance. Your committee believes, however, that public
assistance can meet only part of the problem. Notwithstanding
the present size of its rolls, public assistance is essentially a supple
mentary measure which should taper off as the insurance program
matures. In permanent and total disability we are dealing funda
mentally with the problem of involuntary, premature retirement.
The worker who has paid social insurance contributions for a number
of years-perhaps over much of his working lifetime-has a real
stake in the systeih which deserves to be recognized. He should not
be required to show need to become entitled to benefits. Support
for this view is found in the recommendations for a permanent and
total disability insurance program made last year by the Senate
Finance Committee's Advisory Council on Social Security.
Accordingly, the bill provides for permanent and total disability
benefits under old-age and survivors insurance, as well as under public
assistance. The assistance payments will be available only to those
needy disabled who either cannot qualify for insurance payments or
who need supplementary aid.
The committee recommends a conservative disability insurance
program to fill the present gap in the social insurance system. The
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program would apply only to those wage earners and self-employed
persons who have been regular and recent members of the labor force
and who can no longer continue gainful work. Disability benefits for
the worker will be computed in the same manner as old-age benefits
(the amount of the benefit is computed as though the individual had
attained age 65 on the, date hie, became disabled). Mindful of the
added costs, your committee does not recommend payment of benefits
to dependents of disabled beneficiaries.
B. Administration oJ the program
The Federal social-insurance system has the necessary basic experi
ence, and equipment for proper administration of disability insurance
benefits. Clerical and mechanical processing involved in disability
claims would be essentially the same as that in the present old-age
and survivors insurance program. Medical determinations of disa
bility will, of course, introduce a larger element of individual judg
ment; but no factor is introduced which Federal and State governments
have not hitherto incorporated in programs now being successfully
administered. A limited number of professional people would be
required on the regular staff of the Bureau of Old-Age and Survivors
Insurance to make determinations of disability.
The administrative costs would be payable out of the trust fund
in the same manner as all other administrative costs of the program.
Your committee has been favorably impressed with the admninis
tration of the old-age and survivors insurance program. We now
have a strong, well-tested social-insurance structure into which the
Proposed disability benefits can be appropriately blended with
efficiency and economy of operation. Disability insurance benefits
will provide the necessary balanced protection which the program
has lacked so far.
C. Effective datefor disability insurancebenefits
The first day on which permanent and total disability will be
recognized for benefit purposes is June 30, 1950, and the individual
must be insured on that date. The 6-month waiting period for
qualified disabled workers who are disabled prior to July 1950 would
be completed at the end of December 1950. Thus, the first month
for which disability insurance beniefits will be paid under the bill is
January 1951. Under the insured status provisions of the bill, no
person disabled before July 1948, and without quarters of coverage
after that date, would be eligible for disability benefits.
D. Insured statusfor dieability insurance benefits
Benefits for permanent and total disability will be limited to wage
earners and self-employed persons who are regular members of the
labor force. The coverage requirements for insured status will screen
out most of those employed only intermittently or for limited periods.
The requirements for disability insurance benefits are more, restrictive
than those for retirement or death benefits in order to make certain
that only those workers will be eligible whose disability can be pre
sumned to have caused a loss of current earnings. For disability benle
fits, a worker must have at least 20 quarters of coverage out of the
40-calendar-quarter period ending with the quarter of disablement;
in addition, for the purpose of testing recent attachment to the labor
force, he must have 6 quarters of coverage out of the 13-quarter pe
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niod ending with tbe quarter of disablement. This latter provision
is designed to exclude persons, such as voluntarily retired housewives
and other workers, who have left the labor force and are no longer
dependent on their earnings. The provisions requiring recent em
ployment may be somewhat severe for workers who have very lengthy
periods of unemployment before disablement; they may similarly af
fect some persons whose slowly developing disabilities prevent them
from performing their customary work but who are not yet perma
nently and totally disabled. Your committee believes that adminis
trative difficulties prevent payment of disability benefits to those who
became disabled long before the disability program goes into effect.
It would be very difficult in most instances to determine exactly
when such disability occurred and whether insured status existed at
that time.

E. Concept of disability
An insured worker, to qualify for permanent and total disability
benefits, must be stricken with an illness, injury, or other physical or
mental impairment which makes it impossible for him to continue any
substantially gainful activity. It will not be sufficient that he be dis
abled only for his customary work; he must be disabled for all types of
wvork, and the impairment must be permanent. These are concepts
for which medical and administrative standards are well established
under comparable programs, such as the programs for permanently
and totally disabled veterans. Benefits will be paid to qualified dis
abled workers for the month following an initial waiting period of 6
consecutive calendar months of total disability.
An insured worker would also be disabled, by definition, if he is
blind within the meaning of the term as used in the bill. The required
degree of sight loss to be "blind" for permanent and total disability
benefits is the same as that established for service-connected, total
(100 percent) disabling blindness under the veterans' program (the
definition of disability in the bill parallels closely that used for total
disability by the Veterans' Administration). A worker who meets
this statutory definition of blindness is presumed to be incapable of
all types of substantially gainful work. Persons who do not meet
the statutory definition, but who nevertheless have a severe visual
handicap (economic blindness) are in the same position as all other
disabled persons, i. e., they may qualify for disability insurance bene
fits under the general definition of disability if they are unable to
engage in any substantially gainful activity by reason of their impair
ment.
Your committee, in considering appropriate definitions for a socialinsurance disability program, has studied the precedents of commer
cial insurance policies and Government life insurance for veterans.
Under these programs total disability which continues for more than
a specified period (generally 4 or 6 months) is compensable thereafter,
subject to reexamination. The duration of disability throughout the
waiting period sets up a presumption of permanence or of protracted
total disability. Such a presumption gives administrative simplicity
but can result in the compensation of some individuals whose recovery
may be expected, according to medical prognosis, within relatively
short periods of time after the expiration of a 6-month waiting period.
However, such cases would not be compensable under the permanent

30

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

total disability prgam provided by the bill. It is true that persons
who have been toaly disabled for more than 6 months can generally
be presumed to have suffered a substantial loss of earnings and may
need some form of income replacement. Your committee believes,
as this is a new program, that a cautious approach to the payment of
disability benefits is necessary to prevent abuses.
F. Employment 'income limitation
Disability beneficiaries will be subject to a work clause with pro
visions similar to those applying to old-age and survivors insurance
beneficiaries; benefits will be suspended for months in which the dis
abled beneficiary earns more than $50 in wages or in self-employment
activity. The disability wo~rk clause covers all types of employment
and self-employment, not merely earnings coveredaby the law. Since
the program insures against inability to perform all types of work,
earnings in any type of job may be an indication of recovery.
it is unlikely that disability beneficiaries will be able to have sub
stantial earnings except under unusual circumstances such as when an
employer provides a job which is specifically tailored to the disabled
person's residual capacities. Any disabled person, unless blind, who
demonstrates an earning capacity that approaches or exceeds $50 a
month would be reexamined immediately without waiting for the
periodic reexamination normally scheduled for beneficiaries. Pending
reexamination and a determination as to whether the individual has
regained earning capacity (and should therefore be removed from the
roll), the work clause serves the useful purpose of withholding benefits.
Of course, persons who meet the test of "blindness" in the bill will
continue to be disabled by definition, regardless of the amount of
their earnings; but for these individuals, also, the work clause provides
a satisfactory way of withholding payments while earnings continue
in excess of $50.
0. Adjustment to work-men's compensation
Payment of disability benefits under the Federal social-security
program should not restrict or interfere with the continued develop
ment of adequate workmen's compensation programs in the United
States.
Workmen's compensation is payable only in approximately 5 per
cent of all cases of income loss due to permanent and total disability,
so that the area of potential duplication is small. Nevertheless, ade
quate safeguards should be maintained against unwarranted duplica
tion of the two types of benefits. The total of benefits payable under
the two programs should not be excessive in relation to the purpose
for which the benefit payments are intended.
The bill provides that an individual, entitled to disability benefits
under both programs on account of the same disability for tbe same
period of time, wvill have his social-security disability benefit reduced
by an amount equal to one-half of whichevcr of the two benefits is the
smaller. Payment of a portion of the social insurance benefit in such
cases is in recognition of the fact that the worker has established a
right to some such benefit through his contributions.
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HE. Coordinationwith old-age and survivors insurance benefits
At age 65, when a disability beneficiary reacbes normal retirement
age, he will be automatically transferred to the old-age rolls, and the
provisions of the bill governing old-age insurance benefits will apply.
As a result, the eligible wife and children of a transferred beneficir
may then become entitled to dependent's benefits. Similarly, upon
the' death of an individual entitled to disability benefits, regular
survivor benefits may be paid to his family. The bill provides that
periods of disability will not be taken into account in determining
insured status for subsequent old-age or survivor benefits; also there
will be no loss or reduction of these benefits because of years during
disability which are not years of coverage.
COST OF INSURANCE PROGRtAMS
X. ACTUARIAL COST EPTIMATES AND FINANCING OF OLD-AGE, SURVIVORS,
AND DISABILITY INSURANCE

Estimates of the future costs of the old-age, survivors, and dis
ability insurance program are affected by many factors that are diffi
cult to determine. Accordingly the assumptions used may differ
widely and yet be reasonable. The cost estimates-because of the
time element-necessarily have been made on a preliminary basis.
It would be desirable to present the cost estimates as a range to indi
cate the several results that might occur in the future depending
upon how conditions and experience occur. However, under the
circumstances the estimates have been developed on an interm~ediate
basis which is, of course, subject to a significant range. Your com
mittee recognizes and, ini fact, wishes to stress the difficulties involved
in estimating the long-range costs of the system. Because of numer
ous factors such as the aging of the total population of the country
and the inherent slow but steady growth of the benefit roll in any
retirement program, benefit payments may be expected to increase
continuously for at least the next 50 years.
In general, the costs are shown as a percentage of covered pay
roll. It is believed that this is the best measure of the financial cost
of the program. Dollar figures taken alone are misleading because,
for example, extension of coverage and raising the wage base will'
increase not ouly the outgo but also the income of the system.
Your committee has very carefully considered the problems of cost
in determining the benefit provisions recommended. Also your com
mittee is firmly of the belief that the old-age, survivors, and disability
insurance program should be on a completely self-supporting basis.
Accordingly, the bill eliminates the provision added in 1943 authorizing
appropriations to the program from general revenues. At the same
time, your committee has recommended a tax schedule which it be
lieves will make the system self-supporting (or in other words, actuari
ally sound) as nearly as can be foreseen under present circumstances.
Future experience may differ from the estimates so that this tax sched
ule, at least in the distant future, may have to be modified slightlyeither upward or downward. This may readily be determined by
future Congresses after the revised program has been in operation for
a decade or two.
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The tax schedule recommended is as follows:
Calendar year

Employee

Pereent
91050----------------------------------1½,
5196119----------------------------------------------223
1960-4-----------------------------------------------2
19606-649----------------------------------------------------32
1970 and aft~er ------------------------------------------------3Y

Employer

Selfemployed

Percent

Percent

1½

2½

2Y4

3

3!,

3½
43

3Y4

This tax schedule has been determined on the basis of the following
actuarial cost figures. Table 6 gives an estimate of the level-premnium
cost of the program recommended by your committee, tracing through
the increase in cost over the present program according to the maj or
types of changes proposed. A "level-premium cost" may be defined
as the contribution rate which, if charged from 1950 on, would meet all
benefit payments after 1949 (including the benefit payments to those
on the roll prior to 1950 and the increases which they receive through
the conversion table). This level-premium rate would produce a very
considerable amount of excess income in the early years which, invested
at interest, would help considerably in meeting the higher benefit outgo
ultimately. It should be emphasized that your committee does not
recommend that the system be financed by a high, level tax rate from
1950 on but rather has recommended an increasing schedule, whichof necessity-will ultimately have to rise higher than the level-premium
rate. ,Nonetheless, this graded tax schedule will produce a consider
able excess of income over outgo for many years so that a sizable trust
fund will arise; this fund will be invested in Government securities
(just as is much of the reserves of life insurance companies and banks,
and as is also the case for the trust funds of the civil service retirement,
railroad retirement, national service life insurance, and United States
Government life insurance systems), and the resulting interest income
will help to bear part of the increased benefit costs of the future. For
comparing the costs of various possible alternative plans and provi
sions, the use of level-premium rates is helpful as a convenient
yardstick.
TAn3LE 6.-Preliminaryestimate of level-premium costs as percentage of pay roll, by
type of changePren
Cost of benefits of present law --------------------------------------Effect of proposed changes in bill:
Benefit formula------------------------------------------- +1.

35

(a) New benefit percentages including minimum
and maximum benefit provisions --------- + 3. 10
(b) New average wage basis and continuation
factor --------------------------------.
65
(c) Reduction in increment -------------------80
(d) Increase in wage base to $3,600------------30
Liberalized eligibility conditions -------------------------- +
Liberalized work clause --------------------------------- +
Revised lump-sum. deatb payment ------------------------ +
Additional survivor benefits 1 ------------------.

05
20
05
10

4. 45

IHigher rate for first survivor child and for parents, and more liberal eligibility conditions for determining
child dependency on married women workers.
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TABLE 6.-Preliminaryestimate of level-premium costs as percentage of pay roll, by
type of change-Continued
Effect of proposed changes in bill -Continued
Percent
Extension of coverage ------------------------------------- 50
Permanent and total disability benefits -------------------- + 50
Net total for all changes ------------------------------------- +1. 75
Cost of benefits of bill----------------------------------------------- 6. 20
Administrative costs expressed as level-premium ----------------------- ±
Interest on present trust fund as level-premium -------------------------

15
20

Net level-premium cost of bill---------------------------------------- 6. 15
NOTE.-These figures are preliminary and subject to change. They represent an intermediate estimate
which is subject to a significant range because of the possible variation in the cost factors involved in the
future. The computations are based on a compound interest rate of 2 percent per annum. The order in
which these various changes are considered in the table affects how much of the increase in cost is attributed
to a specific element.

As will be seen from table 6, the level-premium cost ot the present
law-taking into account 2 percent interest-is about 4Y2 percent of
pay roll; this is considerably lower than the cost was estimated to be
whlen the program was revised in 1939, largely because of the rise
in the wage level which has occurred in the past decade (higher
wages result in lower cost -as a percentage of pay roll because of the
weighted nature of the benefit formula). While the increase in
benefits for those now on the roll will result in a considerable outgo
from the trust fund over the next 10 to 15 years, the cost increase
due to this is only a small fraction of the reduction in cost of the over
all program resulting from the higher general wage level.
If in the future the wage level should be considerably above that
which now prevails, and if the benefits for those on the roll were at
some time adjusted upward on this account, the increased outgo
resulting will, in the same fashion, be far more than offset. The cost
estimates, however, have not taken into account the possibility of a
rise in wage levels, as has consistently occurred over the past history
of this country. If such an assumption were used in the cost esti
mates, the cost relative to pay roll would naturally be lower.
Under the benefit provisions of the bill the level-premium cost is
increased to almost 6Y% percent of pay roll. However, this figure must
be adjusted slightly for two factors, namely, the administrative costs,
which are charged directly to the trust fund, and the interest earnings
on the present trust fund, which is now about $12,000,000,000.
Considering all these elemients the net level-premium cost of the bill
is shown to be 6.15 percent of pay roll.
As an indication of the effect of various factors on the estimated
actuarial costs, it may be pointed out that if an interest rate of 2Y%
percent were used rather than 2 percent, the net level-premium cost
of the bill would be reduced to 6.00 percent. (The interest rate which
determines the yield of new investments for the trust fund is now
2.23 percent, but until it rises to 2.25 percent, such investments
continue to be made at 2/%percent.)
Table 7 compares the year-by-year cost of the benefit payments,
both for the present act and under the bill. These figures are based
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on a level wage trend in the future and do not consider cyclical business
trends (booms and depressions) which over a long period of years
will tend to average out. Although the dollar amount of the increase
in 1950 of the bill over the present act is substantial, the cost as a
percentage of pay roll does not rise much. This results from the
increase in the total covered pay roll, both due to the newly covered
categories and to the change in'the wage base from $3,000 to $3,600.
The benefit costs expressed as a percentage of pay roll do not exceed
the employer-employee combined tax rate until about 1980. In other
words, for approximately the next three decades, according to this
estimate, income to the system will exceed outgo; under the most
unfavorable plausible circumstances outgo could not exceed income
in less than 15 years.
TABLE 7.-Preliminary estimate of cost of benefit payments under present act and

under H. R. 6000
In percent of pay roll
Calendar year

Amount (in billions)

---

_____

Present act

H. Rt. 6000

Percenti
0.0

Percent
1.1

$0. 7

$1.3

1.6
2.1
3.1
4.3

2. 2
3. 2
4.8
6.2

1.4
1.8
2.0
4.3

2.6
3. 8
6. 2
8.4

4.45
4.35

6. 20 ----------
6.051 -------

1910--------------------------------------------1955--------------------------------------------1960--------------------------------------------1970---------------------------------------------1980---------------------------------------------1990----------------------------------------------

2000---------------------6.2
Level-premium:~----------------
At 2percent interest-----------------------At 214 percent interest------------------- 1---

5.5

Present act

7. 6
8.1

H. Rt.6000

5.8
6.8

10.6
11.7
---

NOTE.-Tbese figures are prelim.-iary and subject to change. Tbey represent an intermediate estimate
which is subject to a significant rqnge because of the possible variation in the cost fqctors involved in the
future. For definition of "level-premium," see text.

Table 8 presents estimates of the size of the trust fund which will
result under the bill according to the tax schedule provided therein.
At a 2-percent interest rate, the trust fund rises steadily and reaches
a maximum of over $90,000,000,000 at some time shortly after 1990.
At a 2% percent interest rate, this maximum is about $100,000,000,000
and is reached a few years later. However, it will be noted that
under either interest basis the trust fund shows an eventual decrease
which indicates that the system is not quite self-supporting. How
ever, as mentioned previously, your committee definitely believes that
the system should be self-supporting, and the tax rates were chosen
so that this would be accomplished as closely as possible.
In evaluating the ultimate size of the trust fund, there should be
kept in mind the fact that the liabilities of the system likewise are
correspondingly large. Fifty years hence estimated benefit payments

(as shown by table 8) will be almost $12,000,000,000 per year; the

actuarial liability for the benefits then in current payment status
(disregarding those which will fall due or be claimed thereafter) will
be $100,000,000,000 to $125,000,000,000, and an insurance company
would have to hold reserves of comparable amounts to meet its legal
liability under similar circumstances.
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TABLE 8.-Preliminary estimate of size of trust fund under H. R. 6000
[All figures In billions of dollars]

earPa
Calndr
Caedryern~

rll
Contriburoll
tions for
nyar year

Benefit
payments
for year

Trust fund at beginning
of year, based on in
terest at
2 percent

1950 ------------------------------------1955-------------------------------------1960-------------------------------------1970-------------------------------------1980-------------------------------------1930-------------------------------------2000--------------------------------------

$115
118
120
130
135
140
145

$3.3
4.6
5.9
8.3
8.6
8.9
9.2

$1.3
2. 6
3.8
6.2
8.4
10.6
11.7

2YApercent

$12.2
23. 7
35.1
60.1
8.3.5
91.1
84.4

$12. 2
24.0
35. 7
&).1
87.8
9.C
95.9

NO'rE.-These figures are preliminary and subject to change. They represent an intermediate estimate
which is subject to a significant range because of the possible variation in the cost factors Involved in the
future.

It would not be possible realistically to set down a long-range tax
schedule which would make the system exactly self-supporting. Even
if all of the facts about the future were known, the resulting tax
schedule would contain an ultimate rate of an unwieldy, fractional
amount. Accordingly, your committee has selected the ultimate
employer-employee tax rate of 6%2 percent as producing to all intents
and purposes a self-financed old-age, surn vors, and disability insur
ance system. It should be noted that because the tax rate for the
self-employed is lower than the employer-employee combined rate, a
system with a 6.15 percent level-premium cost could not be self-sup
porting with a 6.15 percent contribution rate from employer and
employee. Rather the employer-employee rate would have to be
about 6.3 percent and the self-employed rate about 4.7 percent.
If a 7 percent ultimate employer-employee rate had been chosen,
the cost estimates developed would have indicated that the system
would be slightly overfinanced. Your committee believes that it is
not necessary in such a long-range matter to attempt to be unduly
conservative and provide an intentional overcharge-especially when
it is considered that it will be many, many years before any deficit
or excess in the ultimate rate will be determined and even at that
time it will probably be of only a small amount.
Table 9 presents an estimate of the cost of the benefits in the bill
for various future years as a percentage of pay roll for each of the
different types of benefits separately.
TAB3LE 9.-Preliminaryestimate of annual costs of H. R. 6000, by tyie of benefit,

as percentages of pay roll
Calendar year

Old
age

Disability

ife's
Wi

Widow s

Percent Percent Percent Percent
19501-----------------------0.6---------- 0.1
0.1
1955------------------------ 1.0
0.2
.2
.3
1960------------------------ 1. 5
.4
.3
.5
1970------------------------ 2.4
.6
.4
.9
1980------------------------ 3.5
.6
.4
1.1
1990------------------------ 4.7
.6
.5
1.2
2000------------------------ 5.3
.6
.5
1.2
Level-premium at 2 percent
interest-------------------3. 7
.5
.4
1.0

Parent's
(')
(I)
(I)
fi)

(1)

(')
(I)
(I)

Child's Mother's

Lump
sum

Total

Percent Percent Percent Percent
0.2
(1)
0.1
1.1
.4
0.1
.1
2.2
.4
.1
.1
3.2
.4
.1
.1
4. 8
.4
.1
.1
6.2
.4
.1
.1
7. 6
.3
.1
.1
8.1
.4

.1

.1

6.2

I Less than 0.05 percent.
NOT .- These figures are preliminary and subject to change. They represent an Intermediate estimate
which is subject to a significant range because of the possible variation in the cost factors Involved in the
future. For definition of "level-premium," see text.
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The preceding cost estimates do not take into account the special
benefits provided for veterans, since the additional costs therefor are
met from the general treasury from time to time as they arise, rather
than from contributions of the participants in the program. The
benefits contained in present law (namely, in sec. 210, which in general
provides survivor benefits for veterans who die within 3 years after
discharge) will, over the course of the next 50 years, result in increased
outgo of about $75,000,000 (to date, less than $12,000,000 has been
expended under this provision).
Under the bill it is proposed to give wage credits of $160 for each
month of military service, not only to veterans but also in respect to
those who died in service. Your committee believes that the addi
tional cost entailed should be met by appropriations from general
funds as the additional benefit payments resulting from this, provision
occur, rather than by a single large immediate appropriation whichi
would necessarily be an estimate and thercfore might be more or less
than sufficient.
It is estimated that the total cost of these veterans' benefits will
amount to about $1,500,000,000 spread over the next 50 years, with
most of this outgo coming some 40 to 50 years hence. However, there
will be a very considerable outgo over the next 10 years in respect to
the children and widows of men who died in service. For this group,
the increased outgo from the trust fund will be about $20,000,000 in
1950 and will average about $15,000,000 a year over the next decade.
However, since by 1960 virtually all of these children will have
attained age 18, the disbursements for this group will fall off quite
sharply and will not thereafter be of any significant size until about
35 years from now when the widows will be reaching retirement age.
XI. INVESTMENTS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST
FUND

The trust fund has been invested in United States Government
securities, which represent the proper form of investment. Your
committee does not agree with those who criticize this form of invest
ment on the ground that the Government spends for general purposes
the money received from the sale of securities to the fund. Actually
such investment is as reasonable and proper as is the investment by
life insurance companies of their own reserve funds in Government
securities. The fact that the Governmnent uses the proceeds received
from the sales of securities to pay the costs of the wa~r and its other
expenses is entirely legitimate. It no more implies mishandling of
mo10neys received from the sale of securites to the trust fund than is
the case for money received from the sale of United States securities
to life insurance companies, banks, and individuals.
The investment of the excess income of the trust fund in Gov
ernment securities does not mean that people have been or will
be taxed twice for the same benefits, as has been charged. The
following example illustrates this point: Suppose some year in the
future the outgo under the old-age and survivors insurance System
should exceed pay roll tax receipts by $100,000,000. If there were
then $5,000,000,000 of United States 2-percent bonds in the trust
fund, they would produce interest amounting to $100,000,000 a year.
This interest would, of course, have to~ be raised by taxation. But
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In that event, the

$100,000,000 to cover the deficit in the old-age and survivors insurance

system would have to be raised by taxation. In addition, another
$100,000,000 would have to be raised by taxation to pay interest on
$5,000,000,000 of Government bonds owned by someone else; if
the Government had not been able to borrow from the trust fund,
it would have had to borrow the same amount from other sources.
In other words, the ownership of the $5,000,000,000 in bonds by the
old-age and survivors insurance system would prevent the $100,000,000
from having to be raised twice-quite the opposite from the "double
taxation" criticism that has been raised.
It might be appropriate to again point out that funds of insurance
systems which have been set up by the Congress are invested in the
same manner as the old-age and survivors insurance trust fund.
Moreover, most of these other trust funds receive for their investments
a higher rate of interest (usually 3 to 4 percent) as compared with the
rate on securities sold to the old-age and survivors insurance trust
fund which is based on the average rate of interest on all interestbearing obligations of the United States. Pertinent data on the most
important of these other trust funds are as follows:
Fund

Year of establudishbment

Civil service retirement------------------------------------------------U. S. Government life insurance-----------------------------------------Old-age and survivors insurance-----------------------------------------Unemployment insurance ----------------------------------------------Railroad retirement ---------------------------------------------------National service life insurance -------------------------------------------

1920
1924
1935
1935
1937
1940)

Investments
as of June
30, 1949
(in billions)
$3.2
1.3
11.2
8.1
1.7
7.3

PUBLIC ASSISTANCE AND WELFARE SERVICES
XII. IMPORTANCE OF PUBLIC ASSISTANCE PROGRAM

In the preceding sections of this report, your committee affirms
its conviction that the basic method of providing social security in
the United States should be contributory social insurance under
which benefits are related to earniungs and are granted without regard
to the economic status of the inued individual. Provisions in the
bill for strengthening and liberalizing the program of old-age and
survivors:' insurance would afford workers and their dependents sub
stantially more protection against common economic hazards.
Enactment of the provisions with respect to old-age, survivors,
and disability in~urance would in the long run greatly reduce the
need for public assistance administered on the basis of a needs test.
Public assistance, however, would continue to be necessary for needy
persons who are not covered by the insurance programs, for some per
sons with earnings in covered employment who have been unable,
because of illness or for other reasons, to accumulate sufficient wage
credits to qualify them for benefits, and for relatively small numbers
of insurance beneficiaries with exceptional needs.
In the next 5 to 10 years public assistance must continue to play a
larger role in providing security than should be necessary thereafter.
Large numbers of persons now on the assistance rolls will continue
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to receive assistance, although the current load will be gradually
diminished as aged recipients die and dependent children grow up.
The workers newly covered under old-age and disability insurance
will not become eligible for benefits for a minimum of 5 years. The
liberalization of benefits, on the other hand, should result in early
reduction in the number of insurance beneficiaries who receive sup
plementary assistance.
In recognition of the fact that public assistance will continue to be
the method of providing security for large numbers of persons for
some time to come, your committee has included in the bill provisions
to strengthen the programs of old-age assistance, aid to dependent
children, and aid to the blind, and to extend eligibility for assistance
to needy permanently and totally disabled persons. Among the
provisions for improving the assistance programs is modification of
the method of determining the Federal share of assistance costs in
such a way as to strengthen the financing of assistance in all States
and to enable States with relatively low average payments to raise
the level of payments substantially. The bill would also extend
eligibility in old-age assistance and aid to the blind to persons living
in public medical institutions, establish a new program for aid to the
permanently and totally disabled, and make specific provision in aid
to dependent children for meeting the needs of the mother or other
relative caring for the children. These and other changes which are
discussed subsequently in this report would correct some of the funda
mental weaknesses in the existing programs with respect to eligibility,
adequacy of assistance, and administration.
The changes proposed in the assistance programs have been con
sidered in conj unction with those proposed in the program of old-age
and survivors insurance and are consistent with achievement of
the long-range objective of social security through the method of
contributory social insurance. The increased level of benefits under
the insurance program, as amended by the bill, would bear a more
reasonable relation to the maximum level of payments sub' ect to
Federal participation under the assistance programs. Thus, the pro
grams would be brought into a sounder relationship and public assist
ance would be enabled to perform its function in a way that supple
ments and supports the social insurance program.
It is estimated on the basis of December 1948 data (latest date for
which information is available on individual payments) that the an
nual additional cost to the Federal Government of the proposals for
amendment of the public assistance provisions of the act that are
contained in the ~bill will be $256,000,000, distributed as shown in the
following table:

Program or Item

Total, all programs and items----------------------------------------------------------Old-age assistance -----------------------------------------------------------------Aid to dependent children ---------------------------------------------------------Aid to the blind-------------------------------------------------------------------Aid to permanently and totally disabled ---------------------------------------------Puerto Rico, ----------------------------------------------------------------------Virgin Islands----------------------------------------------------------------------Child-welfare services------------------------------------------------------------

Annual
additional
Federal
costs
(in mimlons)
$256.0
74.9
106. 7
1.9
65.9
3.0
.1
5
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XIII. OLD-AGE ASSISTANCE

Operating as a part of the broader program of social security, the
old-age assistance program continues to be of great significance in
supporting the welfare and security of aged people. In June 1949
payments of $114,000,000 were made to over 2.6 million needy persons
65 years of age or over. The average monthly assistance payment
for the Nation was nearly $44, but State average payments varied
from $19 to $71, reflecting differences in living costs, standards of
assistance, and amount of State funds appropriated for the program.
(See table 10.)
The bill would strengthen the old-age assistance program by
providing increased Federal funds, with the largest relative increases
going to States where levels of payments are low and where in general
high proportions of the aged population are on the assistance rolls.
These are, for the most part, the States with large rural populations
and large numbers of aged persons not protected by social insurance.
TAB3LE 10.-Old-age assistance:Recipients and payments to recipientsfrom Federal,
State, and local funds, by State, June 1949 1
Payments to recipients
SaeNumber

Staterecipients

of

____________

Total amount
Total-----------------------------------------------

2,625,594

Alabama-------------------------------------------------73,344
Alaska ---------------------------------------------------1,497
Arizona --------------------------------------------------11,316
Arkansas-------------------------------------------------55, 242.
California------------------------------------------------3245,294
Colorado -------------------------------------------------47,104
Connecticut ----------------------------------------------16,846
Delaware ------------------------------------------------1,109
District of Columbia ---------------------------------------2,629
Florida --------------------------------------------------64,946
Georgia------------------------------ --------------------93,962
Hawaii---------------------------------------------------2,306
Mdaho!--------------------------------------------------10,473
Illinois---------------------------------------------------126,417
Indiana --------------------------------------------------49,938
Iowa-----------------------------------------------------48,465
Kansas------------------------------------- -------------37,275
Kentucky------------------------------------------------59,182
Louisiana ------------------------------------------------118,239
Maine ---------------------------------------------------13,714
Maryland ------------------------------------------------11,786
Massachusetts --------------------------------------------93,230
Miebigan-------------------------------------------------94,632
Minnesota------------------------------------------------55,060
Mississippi-----------------------------------------------58,951
Missouri------------------------------- ------------------123,883
Montana------------------------------------------------11,128
Nebraska ------------------------------------ ------------23, 767
Nevada---------------------------------------------------2,420
New Hampshire-------------------------------------------7,111
New Jersey-----------------------------------------------23,683
New Mexico-----------------------------------------------9,416
New York -----------------------------------------------116,465
North Carolina----------------------------------- --------54,278
North Dakota---------------------------------------------8S,770
Ohio ----------------------------------------------------125,638
Oklahoma -----------------------------------------------100,415
Oregon---------------------------------------------------22,980
Pennsylvania---------------------------------------------87, 785
Rhode Island ---------------------------------------------9,653
South Carolina -------------------------------------------37,674
South Dakota---------------------------------------------11,979
Tennessee ------------------------------------------------59,751
Texas----------------------------------------------------215,723
See footnotes at end of table, p. 40.

$114,463,261
1,638,372
83,782

620,759
1, 157, 431
17,306,223
3.159,710
909,874
42,340
109,559
2, 609,986
1,930,080
81,482
487,698
5,671,881
3,758,904
2,329,988
1,867,331
1,232,774
5,563,731
566.956
434,712
5,699,209
4,058.242
2,595,994
1,091,088
5,273,367
500,016
998,285
130, 863
309,185
1,130,561
322,236
6,142, 370
1,169,599
408,317
5,869,799
5,231,420
1,107,934
3,512,025
434,806
9.30, 526
455,414
1,622,142
7,354,492

Average
$43.60
22.61
55.9-7
54. 86
20. 95
70.51
67.08
54.01
28.06
41.67
40.19
20.54
35.33
46.57
44.87
35.22
48.08
50.10
20.83
47.05
41.34
36.88
61.13
42.88
47.15
38.86
42.57
44.93
42.00
54.05
43.48
47.86
34.22
52.74
21.055
46.56
46.72
52.10
48.21
40.01
45.04
24.70
38.02
27.158
34.23
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TABLE 10.-Old--age assistance:Recipients and payments to recipientsfrom Federal,

State, and local funds, by State, June 1949 '-Continued
Payments to recipients
State

Number of

-______

reiinsTotal amount
Utah-------------------------- ---------------------- ----Vermont --------------------------------------------- ----Virginia -------------------------------------------------Washington-----------------------------------------------West Virginia---------------------------------------------Wisconsin------------------------------------------------Wyoming--------------------------------------------------

10,058
6,562
17,952
69,133
23,6539
49,316
4,088

$505,648
210,824
364, 121
4,639, 678
502,621
2,051,538
227,428

____

Average
$50.27
32.13
20.28
67.11
21.35
41.60
55.63

IFor definitions of terms see the Social Security Bulletin, January 1948, pp. 24-26. All data subject to
revision.

A. Federal share of assistance costs
Under present law, the Federal share of expenditures for old-age
assistance is three-fourths of the first $20 of the average payment per
recipient, plus one-half the balance up to a maximum on individual
monthly payments of $50. The Federal share of expenditures within
the $50 limit varies from State to State, depending on the level of
payments. The maximum amount that the Federal Government may
contribute is $30 of the average payment per recipient. Actually, no
State receives as much as $30 per recipient, since all States make some
payments under $50.
The financing of assistance for needy aged persons has placed a
progressively heavy. burden both on the States and the Federal
Government. Since the close of the war, rising case loads as well as
rising prices have contributed to mounting costs. Both in 1946 and
1948, the Congress amended the assistance provisions of the Social
Security Act to increase the amount of Federal~funds for assistance.
In general, in 1946 and again in 1948, the States used the additional
Federal funds for increasing the levels of payments and putting on the
rolls additional needy persons.
Under the formula in the bill the maximum amount of an individual
monthly payment subj ect to Federal participation would continue to
be $50. The Federal share of expenditures within the maximum
will be four-lifths of the first $25 of the average payment per recipient,
plus one-half the next $10, plus one-third of the remaining $15. Thus
the maximum Federal contribution would remain $30 per recipient
as at present. States with average payments between $20 and $30,
however, would be able to raise their payments as much as $5 per'
recipient, provided they spend the same amount per recipient from
State and local funds as they now spend.
Table 11 illustrates the differences in the amount of the Federal
contribution 'under present law and under the formula in the bill.
Table 12 shows the extent to which States can raise average payments
of specified amounts, on the condition that they continue to spend
the same amount per recipient from State and local funds.
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TABLE 11 .- Old-age assistance and aid to the blind: Amount and percent of Federal
funds in average monthly payments of specified size under present law and under
H. R. 6000
Present law
Average monthly payment'I

Federal
funds

$20------------------------------------------------$25 ------------------------------------------------$30 ------------------------------------------------$35 ------------------------------------------------$40------------------------------------------------$45 ------------------------------------------------$50------------------------------------------------$60------------------------------------------------$70-------------------------------------------------

$15.00
17.50
20.00
22.60
25.00
27.50
30.00
30.00
30.00

H. R. 6000 2

Percent
of total
75
70
67
64
62
61
60
50
43

Federal
funds

Percent
of total

$16.00
20.00
22.50
25. 00
26.67
28.33
30.00
30.00
30.00

80
80
75
71
67
63
60
50
43

I Average for Federal matching purposes includes all payments of $10 or less, and in the case of larger pay
ments only the first $50.
2Also applies to permanently and totally disabled.

TAB3LE 12.-Old-age assistance and aid to the blind: Amount to which average
monthly payments of specified size under present provisions could be increased
under H. R. 6000, assuming the same average expenditure per recipientfrom State
and local funds
Present law
Average monthly
1
payments I
$20 -------------------------$25--------------------------$30--------------------------$35 -------------------------$40 -------------------------$45 -------------------------$50 -------------------------$60 -------------------------$70----------------------- ---

H. R. 6000 2

Federal
funds
$15.00
17.50
20.00
22.10
25.00
27.50
30.00
30.00
30.00

State and
local fuands

ge
monthly
payments'

$5.00
7.10
10.00
12.50
11.00
17.10
20.00
30.00
40.00

$25.00
30.00
35.00
38.75
42.50
46.25
50.00
60.00
70. 00

Fdea
n
Icedseral
Fae
aunsloState aunds
eea
ud
oa ud
funds
$20.00
22.50
25.00
26.25
27.50
28.75
30.00
30.00
30.00

$5.00
7.50
10.00
12.50
15.00
17.50
20.00 -----
30.00 -----
40.00 -----

$5.00
5.00
5.00
3.75
2.50
1.25

I Average for Federal matching purposes includes all payments of $10 or less, and in the ease of larger
payments only the first $50.
2Also applies to permanently and totally disabled.

B.

Medical care.

Recipients of old-age assistance, since they average more than 74
years of age, have a greater need for medical care than many other
groups in the population. The effect of chronic illness and other
infirmities of old age is increased for this group by their lack of
resources. Moreover, they are less able than younger persons to
arrange for and carry out plans for needed care.
For many recipients of old-age assistance the need for medical
care is- as basic as the need for food, shelter, and clothing. In the
administration of the assistance programs, the cost of medical care
has always been recognized as a factor affecting people's need and
as an item which should be considered in determining the amount of
assistance.
Certain provisions of the Social Security Act have limited the
effectiveness of the public assistance programs in assisting needy
individuals to meet their medical needs. One of these provisions
is the definition of assistance which limits Federal participation to
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money payments made to the needy individual. Some assistance
agencies consider it preferable to pay t~he medical practitioner or insti
tution that supplies the medical care directly. Some State agencies
have wanted to insure their client's needs for medical care with organ
izations for group care such as the Blue Cross. Most agencies have
found themselves hampered in making emergency arrangements or in
helping needy individuals who are sick to make plans for needed
medical care because they were not able to make payments directly
to the doctor or hospital.
The bill provides that Federal funds under old-age assistance may
be used to match payments directly to medical practitioners and other
suppliers of medical services in behalf of needy aged individuals,
which, when added to any money paid to the indiv-idual, does not
exceed a monthly amount of $50.
The term "medical care" is not defined in the bill. Since medical
care is to be provided in accordance with State plans, the term
includes medical services provided by any person authorized by State
law to render such services.
C7. Public medical institutions
Under present law, the Federal Government participates in the cost
of assistance payments to persons residing in private, but not in public
institutions. Under the bill, the Federal Government would share in
the cost of payments to old-age assistance recipients living in public
medical institutions other than those for mental disease and tuber
culosis.
A serious situation has developed with respect to needy aged persons
who are chronically ill. More than 400,000 recipients of old-age assist
ance are bedridden, or are so infirm as to require help in eating, dress
ing, and getting about indoors. Of this numb-7er about 50,000 are living
in private institutions including commercial boarding or nursing homes.
Many of the others who are living in their own homes are in need of
prolonged care in medical institutions. Private institutions with
charges within the financial reach of these recipients do not have
sufficient capacity to provide this care.
Your committee is of the opinion that aged persons should be able
to receive State-Federal assistance payments while voluntarily residing
in public medical institutions, including nursing and convalescent
homes. In some communities existing public facilities would then
be enabled to admit old-age assistance recipients in need of long-term
care who are now denied admission because of the financial burden
that would be imposed on the local unit of government. Moreover,
if State-Federal old-age assistance is payable to aged persons residing
in public medical institutions, it is possible that many communities will
develop additional facilities for chronically ill persons, and thereby
assist in meeting the increasing need for such facilities by the aged
population.
Your committee does not favor Federal participation in assistance
to persons residing in public or private institutions for mental illness
and tuberculosis, since the States have generally provided for medical
care of such cases.
The transfer of chronically ill persons on the assistance rolls from
where they are now living to public medical institutions would
not appreciably increase Federal expenditures.
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D. Standards for institutions.
Some States now do not have agencies authorized to establish and
maintain standards for the various kinds of institutional facilities in
the State. Tragic instances of failure to maintain adequate stand
ards of care and adequate protection against hazards threatening the
health and safety of residents of institutions emphasize the importance
of this function of State government. The bill therefore would pro
vide as a requirement for a State plan that, if the public assistance
programs in a State include assistance to persons in public or private
institutions, the State plan must also provide for the establishment or
designation of a State authority or authorities which shall be respon
sible for establishing and maintaining standards for such institutions.
Persons who live in institutions, including nursing and convalescent
homes, should be assured a reasonable standard of care and be pro
tected against fire hazards, unsanitary conditions, and overcrowding.
E. Opportunity to apply for and to receive assistance promptly
In some States or localities, when funds are insufficient to provide
for all eligible persons, assistance agencies discontinue taking applica
tions. Applicants who have already been found eligible are kept
waiting for assistance until persons on the rolls die or cease to receive
assistance for other reasons. In a program supported from public
funds such discrimination is unjustifiable. Available funds should
be used for the benefit of all persons who meet the conditions of
eligibility, even if the amount of assistance granted to those already
on the rolls must be reduced. Moreover, prompt determination of
eligibility should be made for all persons applying for aid.
The bill would require, as a condition for the approval of a State
plan for old-age assistance, that the plan shall provide that all indi
viduals wishing to make application for old-age assistance shall have
opportunity to do so, and that old-age assistance shall be furnished
promptly to all eligible individuals.
F. -Fairhearing
The SocialI Security Act now requires that an approved State plan
shall provide for granting an opportunity for a fair hearing before
the State agency to any individual whose claim for old-age assistance
is denied. To support and strengthen the requirement that all persons
wishing to apply shall have opportunity to do so, and that assistance
shall be furnished promptly to all eligible individuals, the bill would
amend the fair hearing provision to require that opportunity for a
hearing be granted not only to those whose claim has been denied,
but also to those whose claim is not acted upon within a reasonable
time.
G. Trainingof personnel
The importance of well-trained personnel to proper and efficient
administration is widely recognized. In the public assistance pro
grams, which affect the lives of several million persons and entail the
expenditure of vast amounts of public funds, it is imperative that
administration shall be efficient and proper. Only if personnel is
adequately trained can persons seeking assistance be assured prompt
and fair treatment and the public, proper expenditure of funds.
Most public assistance agencies have developed methods for the
training of their personnel, among which are basic training for partic
ular positions, institutes, and educational leave.
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The bill provides as a condition of approval of a State plan for oldage assistance that the plan shall provide for a training program for
the personnel necessary to the administration of the plan. This
requirement does not relate to method and each State is left free to
determine for itself the 'Methods of training best suited to its needs.

H. Responsibility of children to support their parents
The mounting cost of old-age assistance has caused your committee
some concern. In the country, as a whole, nearly one aged person in
four is on the assistance rolls. The proportion assisted varies greatly
from State to State. Many factors account for these sharp variations,
including differences in the economic status of the population, in the
proportion of aged persons receiving benefits under old-age and
survivors insurance and other retirement systems, and in the capacity
and willingness of children to assume responsibility for the support of
their aged parents.
Three State plans for old-age assistance now provide-that the agency
may not make any demand on a legally responsible relative for support
of a needy aged person, although these agencies take contributions
actually received from relatives into consideration in determining the
amount of assistance. On the other hand, some States have very
strict requirements in regard to the obligation of legally responsible
relatives to support. Policy and practice vary widely from State to
State, and opinions differ as to the desirability and effectiveness of the
various policies.
Insufficient information was available to your committee to guide
it in arriving at a decision regarding the desirability of including in
title I a requirement that a State plan should provide for a policy
requiring children to support their aged parents when they are able
to do so. Accordingly, your committee has requested the Federal
Security Administrator to make a study of the whole question and to
file his report with your committee for subsequent consideration.
XIV.

AID TO DEPENDENT

CHILDREN

Under the program of aid to dependent children, monthly assistance
payments amounting to over $39,000,000 are made to more than
1.35 million children in over 500,000 families. The average payment
per family in the Nation is nearly $73. State average payments vary
widely-from $26 to'$135. (See table 13.) These differences are the
result partly of variations in living costs, but must be ascribed chiefly
to differences in standards of assistance and the availability of State
and local funds to finance the program.
Benefits under the survivors provisions of the old-age and survivors
insurance program are being paid to an increasing number of children
as that program matures. In a substantial number of States more
children are already receiving social-insurance benefits than aid to
dependent children. The proposed- extensions of coverage and in
crease in benefits under the social-insurance program would, of course,
progressively diminish the need for aid to dependent children.
The provisions of the bill amending title IV of the act would afford
dependent children .a greater measure of security. The bill also
includes provision for the needs of the relative caring for the child
and substantially increased Federal participation in payments.
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TABLE 13.-Aid to dependent children: Recipients and payments to recipientsfrom
Federal, State, and local funds, by State, June .1949 1
Number of recipients
StateAvrg

Fmle Chlrn
FamlieCilden

Total----------------------------------------1536,758
Total, 10 States'2------------------------------

536,714

13,1394
Alabama------------------------------------------450
Alaska---------------------------------------------3,158
Arizona-------------------------------------------11,458
Arkansas------------------------------------------California------------------------------------------ 24,150
5,052
Colorado ------------------------------------------Connecticut--------------------------- ------------- 3,499
526
Delaware ------------------------------------------1,753
Distriet of Columbia--------------------------------22,342
Florida -------------------------------------------Georgia.------------------------------------------- 12,316
2,081
Hawaii--------------------------------------------2,089
Idaho---------------------------------------------25,003
Illinois -------------------------------------------9,331
Indiana-------------------------------------------4,652
Iowa----------------------------------------------5,130
Kansas--------------------------------------------19,027
Kentucky-----------------------------------------Louisiana------------------------------------------ 24, 323
Maine---------------------------------------------13,414
5,297
Maryland -----------------------------------------Massachusetts-------------------------------------- 11,700
24, 841
Michigan-----------------------------------------7, 506
Minnesota ----------------------------------------8,184
Mississippi ----------------------------------------23, 762
Missouri------------------------------------------2,120
Montana------------------------------------------3,342
Nebraska -----------------------------------------44
Nevada --------------------------------------------1,433
New Hampshire -----------------------------------5,184
New Jersey----------------------------------------4,963
New Mexico---------------------------------------53,106
New York ----------------------------------------12,178
North Carolina------------------------------------1,723
North Dakota--------------------------------------12.482
Ohio ---------------------------------------------24,140
Oklahoma-----------------------------------------3,244
Oregoin--------------------------------------------46,098
Pennsylvania -------------------------------------3,249
Rhode Island--------------------------------------7,690
South Carolina-------------------------------------2,033
South Dakota--------------------------------------18,943
Tennessee-----------------------------------------16,912
Texas --------------------------------------------3,311
Utah----------------------------------------------940
Vermont-------------------------------------------6,
618
Virgtnia-------------------------------------------11,047
Washington ---------------------------------------12, 863
West Virginia -------------------------------------8,308
Wisconsin -----------------------------------------469
------------------------------------------Wyoming

Payments to recipients
Total
amnount

Averag
family

1,365,813

$39,027,499

$72.71

1,365,716

39,025,893

721

35,949
1,078
8,930
29,517
53,898
13,748
8,493
1,556
5,311
84,706
31,739
6,184
5,277
63,509
23,058
11,930
13,242
47, 875
03,104
9,419
10,040
28,754
57,494
19,180
22 372
50,549
5447
7978
98
3,622
13,361
12,727
123, 126
34,314
4,630
33,864
61,103
8.160
119,196
8,040
21,914
5,006
51,005
40,942
8,407
2,554
18, 792
26,079
34,622
30,843
1,271

478, 728
31,339
292,744
425,879
2,747.065
387,039
351,230
38,233
139, 806
937,332
503,104
191,868
198,386
2,532, 143
521,003
' 292,053
424,763
731,121
1,437,104
277,237
489,398
1,330,583
2,137,657
523, 353
217. 075
1,271,186
1531,539
280,748
1,606
125,340
433,964
250,0686
5,692,863
50.5,132
165,803
772,942
1,200,015
348. 676
4,210,379
278, 675
273,055
1112,556
911,918
797, 924
353.208
4,6
2192,170
1,496,227
557,296
790,641
45,544

36.28
69.64
92.70
37.17
113.70
76.61
300.38
72.69
79.75
41.95
40.85
92.20
94.97
101.27
55.93
62.78
82.80
38.43
59.08
C1.21
82.95
112.84
86.05
69. 17
26.49
53.80
72.42
84.01
(4)

87.47
84.20
52. 53
107.20
41.48
97.97
61.92
52.20
107.48
91.34
85.77
33.51
65.36
44.14
47. 18
106.64
48.36
44.15
135.44
43.53
95.17
97.11

1For definitions of terms see the Social Security Bulletin, January 1948, pp. 24-26. Figures in italics
represent program administered without- Federal participation. Data exclude programs administered
without Federal participation in Florida, Kentucky, and Nebraska, which administer such programs
concurrently with programs under the Social Security Act. All data subject to revision.
5 Under plans approved by the Social Security Administration.
3 Excludes cost of medical care, for which payments are made to recipients quarterly.
I Average payment not calculated on base of less than 50 families.

A. Inclusion of mother or other relative caringfor child
In the present law, aid to dependent children is defined as payments
with respect to a dependent child. No specific provision is made for
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the need of the parent or other relative with whom the child is living.
Particularly in families with small children, it is necessary for the
mother or another adult to be in the home full time to provide proper
care and supervision. Since the person caring for the child must have
food, clothing, and other essentials, amounts allotted to the children
must be used in part for this purpose if no other provision is made to
meet her needs. The maximum monthly amount of assistance in
which the Federal Government will now share is $27 for one child in
a family and $18 for each child beyond the first.
Because of the lack of specific provision for Federal participation
in assistance to the mother or other relative and the inadequacy of the
$27 and $18 maximums to cover the cost of essentials for the children
and an adult as well, States have been forced to make a very large
,proportion of payments larger than the maximum amounts subject to
Federal sharing. In December 1948 about one-half of all payments
were above the maximums. More than three-fourths of all payments
exceeded these amounts in 24 States. Often States have been unable
to make payments that were at all realistically related to the need of
the dependent children and the relative caring for them.
To correct the present anomalous situation wherein no provision
is made for the adult relative and to enable States to make payments
that are more nearly adequate, the bill would include the relative with
whom the dependent child is living as a recipient for Federal matching
purposes. The maximum amount of assistance for a relative in which
the Federal Government would share would be $27. The maximums
of $27 for one child in a family, and $18 for each additional child,
would remain unchanged., Thus, for a relative and one dependent
child the maximum amount of the payment subject to Federal sharing
would be $54 instead of $27. For a three-child family, the maximum
would be $90 instead of $63.
B. Federal share of assistance costs
Under the present title IV the Federal share of expenditures within
the maximums of $27 for one child and $18 for each additional child,
is three-fourths of the first $12 of the average payment per child and
one-half the balance. These maximums are substantially lower than
the $50 maximum for old-age assistance and aid to the blind. The
Federal share of total expenditures (including those above the maxi
munms matchable) for aid to dependent children in December 1948 was
only 45 percent as contrasted with 58 percent in old-age assistance
and 55 percent for aid to the blind.
The bill would raise the Federal share of expenditures within the
new maximums of $27/27/18 to four-fifths of the first $15 of the average
payment pe ecipient (including the children and the relative caring
forth chlden as recipients), plus one-half of the next $6, plus-one
third of the next $6.
Table 14 illustrates the combined effect of the new maximums
and the new formula for computing the Federal share on average
payments of specified sizes in h aeo n-hl
n three-ch' d
families. Table 15 shows the extent to which it would be possible
for States to raise average payments, assuming the same average
expenditure per family from State and local funds, in the case of
one-child and three-child families.
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TABLE 14.-Aid to dependent children: Amount and percent of Federal funds in

average monthly payments to families of specified size, under present law and under
H. R. 6000
Present law
Avergepymet
ontly IFederal

H. R. 6000

Percent
funds

of total

Federal
funds

Percent
of total

1-child family
$25 ---------------------------------------------------$35----------------------------------------------------$45 - - - - - - - - - - - - - - - - - - - - - - - - - - - - $55----------------------------------------------------$75----------------------------------------------------$90-----------------------------------------------------

$15.60
16.50
16.60
16.50
16.50
16.50

62
47
37
s0
22
18

$20.00
26.10
31.00
34.00
34.00
34.00

SO
76
69
62
45
38

3-child family
$25 ---------------------------------------------------$35----------------------------------------------------$45----------------------------------------------------$55----------------------------------------------------$75----------------------------------------------------$90----------------------------------------------------$110----------------------------------------------------

$18.75
26.25
31.60
36.60
40.60
40.50
40.60

75
75
70
66
54
45
37

$60.00
28.00
36.00
44.00
55.60
62.00
62.00

80
80
80
80
74
69
56

1Average for Federal matching purposes includes all payments within the maximums for families of
specified size, and in the case of larger payments, the amounts of such maximums.
TABLE 15.-Aid to dependent children: Amount to which average monthly payments

to families of specified size under present provisions could be increased under H. R?.
6000 alsuming the same average expenditure per family from State and local funds
Present law
Average monthly payments'I
Federal
funds

State
and
local
funds

H. R. 6000
Average
monthly
payments'I

Federal
funds

State
and
local
funds

Increase
in
Federal
funds

1-Child Family
$25 -----------------------------------$16.60
$35------------------------------------- 16.60
$45------------------------------------- 16.60
$55------------------------------------- 16.50
$75------------------------------------- 16.60
$60------------------------------------- 16.60

$9.60
18.60
28.60
38.60
58.60
73.60

$37.00
51.75
62.60
72.60
92.60
107.60

$27.50
31.25
34.00
34.00
34.00
34.00

$9.60
18.60
28.60
38.60
88.60
73.60

$12.00
16.75
17.60
17.60
17.650
17.60

$6.25
8.75
13.60
18.60
34.60
49.60
69.60

$6.25
8.75
18.00
18.00
21.50
21.60
21.60

3-Child Family
$25 -----------------------------------$18.75
$35------------------------------------- 26.25
$45------------------------------------- 31.60
$55------------------------------------- 36.60
$75------------------------------------- 40.60
$60------------------------------------- 40.60
$110------------------------------------ 40.60

$6.25
8.75
13.60
18.60
34.60
49.60
69.60

$31.25
43.75
63.00
73.00
96.60
111.60
131.60

$25.00
35.00
49.60
54.60
62.00
62.00
62.00

1 Average for Federal matching purposes includes all payments within the maximums for families of
specified size, and in the case of large payments, the amounts of such maximums
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0. Medical care

Dependent children, like all children in the population, need medical
care for protection against childhood diseases, correction of defects,
and treatment of illnesses. The bill would amend title IV in the
same manner in which title I is amended to afford States greater
flexibility in meeting the medical needs of the children and also of the
mother or other relative caring for the children. The States would
be able under the bill to include an amount within the maximum
payment to the family for medical care or to mak-e payments to
suppliers of medical care in behalf of recipients.
D. Opportunity to applyfor and receive assistancepromptly
Shortage of funds in aid to dependent children has sometimes, as in
old-age assistance, resulted in a decision not to take more applications
or to keep eligible families on waiting lists until enough recipients
could be removed from the assistance rolls to make a place for them.
As noted in the discussion of this problem in the section on*old-age
assistance, this difference in treatment accorded to eligible' people
results in undue hardship on needy persons and is inappropriate in a
program financed from Federal funds. The requirement that State
plans must provide opportunity to apply to all persons wishing to do
so and that assistance shall be furnished promptly to all eligible
families is included in the proposed amendments to title. IV of the
Social Security Act.
E. Fair hearings

To support the plan requirement governing opportunity of an indi
vidual to apply for and, if eligible, to receive assistance promptly, the
bill would aniend the' fair hearing provision of title I'V as in title I.
F. Notification to appropriate la'w enforcement officials

It has come to your committee's attention that the number of
children receiving aid because of the desertion of the father ismincreasing.
The legal responsibility of a parent for the support of his minor
children is, of course, clearly established in the laws of every State.
Your committee believes that all instances of desertion and abandon
ment of children by parents which result in failure to fulfill this
responsibility should be brought to the attention of the proper law
enforcement officials.
The bill, therefore, would amend title IV of the Social Security
Act by adding a requirement that an approved State plan must
provide for prompt notice to appropriate law enforcement officials of
the furnishing of aid to dependent children with respect to a child
who has been deserted or abandoned by a parent.
G. Training of personnel
The considerations relating to the importance of well-trained staff
for the proper and efficient operation of the assistance programs dis
cussed in the section on old-age assistance are equally important in
relation to aid to dependent children. The bill therefore would amend
title IV by adding the requirement that the State plan for aid to
dependent children shall provide for a training program for the per
sonnel necessary for the administration of the plan.
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AID TO THE BLIND

In the 45 States, the District of Columbia, and Hawaii, which
operate programs of aid to the needy blind under title X of the Social
Security Act, more than 71,000 blind individuals are receiving aid
amounting to $3.3 million monthly. The average payment in these
States is nearly $47; but State average payments range from $22 to
$83, the result of differences in living costs, in standards of assistance,
and in the amounts of State funds appropriated for the program (see
table 16).
Your committee is deeply concerned that blind people who are needy
shall be able to get assistance sufficient in amount to make it possible
for them to secure the -essentials of living, and to meet the special
expenses to which they are subject because of their handicap. Your
committee also believes that they should be afforded incentives to
work and to become as nearly self-supporting as possible. The
amendments to title X of the Social Security Act proposed in this
bill are designed to accomplish these objectives. The bill would also
strengthen the financing of the program by providing additional Fed
eral funds, with the largest increases in Federal aid going to States
with low payment levels, and would make certain other changes to
strengthen the program.
TAB3LE 16.-Aid to the blind: Recipients and payments to recipients from Federal,
State, and local funds, by State, June 194.9 1

SaeNumber

Staterecipients

of

Payments to recipients
______

_____

Total amount

Average

Total------------------------------------------------

89,301

$4,020. 7415

$1~5.02

Total, 47 States 2--------------------------

71. 196

3.310,897

46.50
26. 02
63. 07
24.64
82.54
10.79
47. 77
37.16
43586
42. 21
26.75
38.75
516
46.87
37.600
12. 88

Alabama -------------------------------------------------Arizona ---------------------------------------------------Arkansas ------------------------------------------------Californi.a ------------------------------------------------Colorado--------------------------------------------------Connecticut-----------------------------------------------Delaware-------------------------158
District of Columbia----------------------------------------Florida --------------------------------------------------Georgia --------------------------------------------------Hawaii--------------------------93
Illinois ---------------------------------------------------Indiana ---------------------------------------------------

23
4,553
1,841

32, 202
49, 640
43, 106
743,198
21,592
8,694
5,871
10, 526
130,595
65. 119
3, 604
1,6
213,392
69, 224

Iowa ----------------------------------------------------------

1 200

363, 453

Idh---------------------------------------------------------

Kan sas ,--------------------------------------------------Kentuky-------------------------------------------Lonisiaa------------------------------------------------Maine ---------------------------------------------------Maryland --------------------------------------- ---- ---Massachusetts --------------------------------------------Michigan-------------------------------------------------Minnesota ------------------------------------------------Mississippi ---------------- ------------------------------Missouri--------------------------------------------------Montana--------------------------------------------------Nebraska ------------------------------------------------Nevada----------------------------------------------------New Hampshire -------------------------------------------New Jersey------------------------------------------------New Mexico-----------------------------------------------New York------------------------------------------------North Carolina -------------------------------------------See footnotes at end of table, p. 50.

1,287
787
1,7~52
9, 004
387
5182
240
3.094
2,546

767
2,068
1,673
619
A7n

1,367
1,668
1,057
2, 520
2,787
479
6550
384
313
686
444
3,768
3,661

39,988
45, 758
70, 787
27, 752
0

o

82,915
76,452
58,414
64,996
497,545
22.145
27,418
1, 47t
14.639
36,388
16,958
224,030
110,145

52.14
22.13
42. 31
42.11
40. 83
60-65
45.83
55.26
25.79
435.0O
46.2.3
49.85
(5)

46. 77
5.3.04
38.19
59.46
30.09
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16.-Aid to the blind: Recipients and payments to recipients from Federal,
State, and local funds, by State, June 1949 '-Continued
stateNumbr
ate

of
recipients

Payments to recipients
Total amount

North Dakota ---------------------------------------------Ohio -----------------------------------------------------Oklahoma------------------------------------------------Oregon ---------------------------------------------------Pennsylvania---------------------------------------------Rhode Island----------------------------------------------South Carolina--------------------------------------------South Dakota----------------------------------------------Tennessee -------------------- ----------------------------Texas ----------------------------------------------------Utah -----------------------------------------------------Vermont --------------------------------------------------Virginia--------------------------------------------------Washington --------------------------- -------------------West Virginia----------------------------------------------Wisconsin------------------------------------------------Wyoming---------------------------------------------------

119
3, 635
2,656
383
15,284
158
1,408
215
2,259
6,046
201
185
1,399
717
911
1,334
93

$5,473
162,803
141,240
21.316
610,882
8,066
40,430
7,432
81,621
233,225
10,961
6,599
38,435
55,634
22, 797
66,538
5,158

Average
$15.99
44.79
53.18
55.66
99.97

51.05

28.73
34.57
36. 13
38.58
54.533
35.67
27.47
77.359
23.02
45.38
31.46

IFor definition of terms see the Social Security Bulletin, January 1948, pp. 24-26.
Figures in italics repre
sent programs administered without Federal participation. Data exclude program administered without
Federal participation in Connecticut, which administers such program concurrently with program under
the Social Security Act. Alaska does not administer aidto the blinad. All data subject to revision.
2Under plans approved by the Social Security Administration.
3Excludes cost of medical care, for which payments are made to recipients quarterly.
' Represents statutory monthly-pension of 333per recipient; excludes payment for other than a month.
&Average payment not calculated on base of less than 50 recipients.

A. Formulafor determining Federal share
To assist the States further in financing aid to their needy blind
persons the bill would amend the formula for determining the Federal
share of payments of aid to the blind, just as in the case of -old-age
assistance (see p. 40). This change would enable States with low
levels of payments to increase their payments by as much as $5 per.
recipient and States with higher levels of payments by lesser amounts.
The maximum Federal contribution of $30 to an individual montbly
payment would be unchanged.
B. Determination of need and amount of assistance
Your committee has been concerned over the plight of needy blind
persons and believes that they should be given special consideration
to help them overcome their affliction and attain maximum security.
To achieve this objective, the bill would amend the need provisions in
section 1002 (a) (8) of the Social Security Act, which now requires
that the State plan shall provide that all income and resources shall
be considered in determining need.
The bill would amend this provision so. that, if a State so elects, the
plan may provide for disregarding such an amount of earned income,
up to $50 monthly, as the State vocational rehabilitation agency.
certifies will serve, in that State, to encourage or assist the blind to
prepare for, engage in, or continue to hold remunerative employment.
The bill would also require, after July 1, 1951, that the State plan
shall, as a condition of plan approval, provide for consideration of the
special expenses arising from blindness. The proposed amendment
would also prohibit, after that date, the consideration of any income
and resources that are not predictable and are not actually available
to the individual.
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C. Exemption of property used as home
Attention was given to the possibility of requiring a State plan for
aid to the blind to provide, specifically for exemption from considera
tion of the blind individual's real property used as a home up to a
specified value. Your committee is of the opinion that a blind person
should be able to own a modest home and be eligible for aid. How
ever, since almost all States now permit recipients of aid to the blind
to hold property of reasonable value which is used as 'a home and
still to be considered eligible for assistance, and since the value of
real estate varies from State to State and locality to locality it was
deemed inadvisable to write into the Federal law a specific provision
with respect to the ownership of property. Your committee believes
that all States will make it possible for needy persons to own modest
homes and to receive assistance and that, therefore, Federal legisla
tion on this point is unnecessary.

D. M'edical care
The recipients of aid to the blind are, as is the case with recipients
of old-age assistance, a group with much greater need for medical
care than other groups in the population. The present provisions of
title X of the Social Security Act have the same limitations as those
noted in title I which hamper the assistance agency in meeting the
medical needs of blind recipients.
The bill would, therefore, provide that in the case of medical costs,
Federal funds may be used to match assistance payments made to
medical practitioners and other suppliers of medical services in behalf
of needy blind individuals which, when added to any money paid to
an individual, does not exceed a monthly amount of $50.

E. Public medical institutions
Title X of the Social Security Act now has the same limitation on
matching of payments to persons in public institutions as title I.
Since the blind, like the aged, frequently have need for medical care
in hospitals or other public medical institutions, the bill would amend
the provisions of title X to permit matching of assistance payments to,
or medical care payments in behalf of, recipients of aid to the blind
who are patients in public medical institutions. This amendment
carries the same limitations with respect to persons in tuberculosis or
mental hospitals as the proposed amendment, to title I.

F. Standardsfor institutions
The bill would further amend title X, as in the case of title I, by re
quiring as a condition of plan approval that, if the aid to the blind
program in the State authorizes payments to persons in institutions,
the State plan shall provide for the establishment or designation of a
State authority or authorities responsible for establishing and main
taining standards for such institutions.
G. Opportunity to apply for and receive assistance promptly
In aid to the needy blind, as in old-age assistance, shortage of funds
has sometimes resulted in decisions by assistance agencies not to take
applications or to keep eligible people on waiting lists until enough
recipients could be removed from the assistance rolls to make a place
for them. As noted in the discussion of this problem in the section on
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old-age assistance, this difference in treatment accorded to eligible
people is unjustifiable in a public program. The requirements that
State plans must provide that opportunity to apply shall be afforded
to all persons wishing to do so, and that assistance'shall be furnished
promptly to all eligible people, is included in the amendment which
the bill would make to title X of the Social Security Act.
11. Fairhearings
To support the plan requirement governing opportunity of a blind
person to apply for and, if eligible, to receive assistance promptly, the
bill would amend the fair hearing provision of title X as in title I.
I. Residence
Under the present provisions of title X, a State may require that to
be eligible for aid a blind person must have lived in that State for 5
years out of the last 9 years, 1 year of that residence to have im
mediately preceded the application. Some States, however, make no
durational residence requirements as an eligibility factor in aid to the
blind, and many States have less stringent requirements than those
now permitted. under title X; many of these require only 1 year, of
residence. Your committee believes that for blind individuals the
maximum residence requirement in a State plan should be 1 year in
the State immediately preceding the application. The bill, therefore,
would amend title X, effective July 1, 1951, to preclude approval of
any plan for aid to the blind which imposes as a condition of eligibility
a residence requirement in excess of 1 year of continuous residence in
the State prior to the date of application. The bill would further
preclude any State from having, in the period intervening between the
effective date of the bill and July 1, 1951, a residence requirement
more restrictive than that in its plan as of July 1, 1949.
J. Examination to determine blindness
Assistance available under title X is limited to needy blind individ
uals, but the title does not at present indicate how blindness is to be
determined. The bill would amend title X to require that, as a
condition of approval, the State plan shall provide that, in determining
whether an individual is blind, there shall be an examination by a
physician skilled in the diseases of the eye or by an optometrist.
K. Trainingof personnel
The considerations relating to the importance of well-trained staff
for the proper and efficient operation of the assistance programs dis
cussed in the sections on old-age assistance and aid to dependent
children are equally important in relation to aid to the needy blind.
The bill therefore amends title X by adding the requirement that the
State plan for aid to the needy blind shall provide for a training pro
gram for the personnel necessary to the administration of the plan.
L. Temporary approval,of certain State plans
Although the 48 States, the District of Columbia, Alaska, ard
Hawaii all are privileged to seek grants under title X to assist them Lid
financing programs of-aid to the blind, Alaska, Missouri, Nevada, and
Pennsylvania are not receiving grants for this purpose. Alaska has
no special program for aid to the blind, but Missouri, Pennsylvania,
and Nevada are administering programs for aiding blind persons,
financed without the help of the Federal Government.
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Pennsylvania has been negotiating for some time with the Social
Security Administration to arrive at a basis by which it could develop
a plan for aid to the blind that could be approved as conforming to
the requirements of the Social Security Act. To help in solving the
issue which has stood in the way of accepting the plan proposed by
Pennsylvania and to facilitate formulation of acceptable plans by
other States that do not at the present time have approved plans, the
bill would amend title X to provide that, for an interim period, the
Administrator shall approve a plan of such State for aid to the blind,
even though it does not meet the requirements of clause 8 of section
1002 of the Social Security Act (relating to the determination of
need and consideration of resources), if it meets all other requirements
of title X. The amendment would provide, however, that Federal
participation shall be available only with respect to expenditures
which would be approvable under the requirements of clause 8, sec
tion 1002. This amendment would be effective only for the period
October 1, 1949, to June 30, 1953. Your committee believes that this
period of time will enable the States concerned to amend their Jaws
and develop aid-to-blind plans that conform in all respects with the
requirements of title X.
XVI.

AID

TO THE PERMANENTLY

AND TOTALLY DISABLED

The bill would provide grants-in-aid to the States for a fourth
category of State-Federal public assistance for permanently and
totally disabled individuals who are in need.
Some of the most acuite economic distress in the Nation is among
needy persons under age 65 who have disabilities other than blind
ness that prevent self-support. These unfortunate individuals should
be able to get public assistance with Federal help, just as needy
persons who are blind or suffering from the infirmities of old age ar~e
provided aid.
In December 1948 an estimated 200,000 persons on the general as
sistance rolls (now financed solely by the States and localities) had
disabilities that would result in their being classified as permanently
and totally disabled. In many States these individuals are now re
ceiving public assistance at a lower standard than the needy aged and
blind. Federal participation in assistance to the permanently and
totally disabled should result in more adequate assistance to this
group of needy individuals.
Close relationships exist between the insurance and assistance.
provisions of the bill. The proposed amendments to title II of the
Social Security Act would extend the program of old-age and survivors
insurance to inclide benefits for insured workers who become perma
nently and totally disabled. To be eligible for disability insurance
benefits, workers would be required to meet insured sta~tus require
ments which call for a substantial period of work in covered employ
ment. This new type of benefit under the insurance program may
be expected to provide for the great majority of workers in covered
employment who become permanently and totally disabled'in future
years. In the long run, however, there will always be some
disabled persons who cannot qualify for insurance benefits. Persons
who work in noncovered employment will be among those particularly
in need of the protection afforded by aid to the permanently and
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totally disabled. Of further pressing concern at the moment is the
fact that there are many former workers disabled today who cannot
qualify for insurance benefits. Their disabilities. may already have
lasted for, prolonged periods, and their assets may long since have
been exhausted.
Some disabled persons who are needy and who are not being aided
today under inadequate State-local general assistance programs would
be given aid under the proposed category of assistance for the disabled.
Notwithstanding this fact, during the first, year or two of Federal
participation in assistance to the permanently and totally disabled,
it seems probable that somewhat less than 200,000 persons would be
aided under this category. Considerable time would be required by
the States to enact enabling legislation. Time also would be required
to develop plans and establish procedures for the administration of the
program. It is anticipated that the case load would not rise appre
ciably in future years, if disability insurance and extension of insur
ance coverage are also in effect. Eventually, as the insurance pro
gram begins to assume its proper place as a security measure against
disability, the number of assistance recipients should decrease.
For the category of aid to the permanently and totally disabled,
the bill would provide a maximum upon individual monthly payments
of $50, as in old-age assistance and aid to the blind. The Federal share
of expenditures within the maximums, and the requirements for
approval of a State plan, would be the same as in old-age assistance,
except for the residence requirement. No State plan for aid to the
permanently and totally disabled would be permitted under provisions
of the bill to contain a residence requirement more restrictive than
that contained in its plan for aid to the blind on July 1, 1949; begin
ning July 1, 1951, the maximum residnene requirement would be
1 year immediately preceding the application for aid.
XVIi. WELFARE SERVICES

A. Child welfare service
Part 3 of title V of the Social Security Act, authorizes an annual
appropriation of $3,500,000 for grants to States to assist them in
establishing, extending, and strengthening child welfare services, in
predominantly rural areas and other areas of special need, for the
protection and care of homeless, dependent, and neglected children
and children in danger of becoming delinquent. The funds are allotted
by the Federal Security Administrator to States on the basis of joint
plans developed by the State, agency and the Administrator, as follows:
$20,000 to each State and the remainder apportioned among the States
on the basis of rural population.
To permit extension and improvement of the child welfare services
in the States the bill would increase the authorization for appropriation
to $7,000,000 annually and would increase the basic amount to be
allotted to States with approved plans to $40,000. The remainder of
the appropriation would continue to be allotted to States on the basis
of rural population.
The bill would also amend part 3 of title V specifically to provide
that Federal funds may be used for paying the cost of returning any
runaway child who has not attained the agre of 16 to his own comn
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munity in another State in cases in which such return is in the interest
of the child and the cost cannot otherwise be met.

B. Services in the administrationof public a~ssistance
The bill would make no change in the present basis of matching
expenditures for the administration of assistance. The Federal Gov
ernment now pays one-half the cost of proper and efficient adminis
tration. In considering the provision relating to Federal participation
in such costs, your committee decided that there is ample authoriza
tion for Federal sharing in the cost of welfare services to applicants
for and recipients of State-Federal assistance.
XVIII. PUJERTO RICO AND THE VIRGIN ISLANDS

Both the insurance dnd public-assistance programs would be ex
tended to the Virgin Islands and Puerto Rico (although the insurance
program would not become effective in Puerto Rico until approved
by the Puerto Rican Legislature).
Your committee considered the need of the governments of Puerto
Rico and the Virgin Islands for help in providing assistance for their
needy people. The islands with their limited economic resources,
have been unable to raise sufficient funds to care for their needy
people.
The Federal Government already makes grants to both Puerto Rico
and the Virgin Islands for public health and child welfare and to Puerto
Rico for vocational rehabilitation.
Your committee believes that it would be reasonable to participate
in assistance costs in Puerto Rico and the Virgin Islands, but recom
mends doing so on a basis different from that recommended for the
States and Territories. The economy of the islands is at a lower level
than that on the mainland. Furthermore, in the'case of Puerto Rico,
your committee took into consideration the fact that Puerto Rico re
tains the Federal excise taxes that it collects, instead of turning them
in to the Federal Treasury and that the Federal income taxes are not
applicable there.
The bill therefore would provide that for old-age assistance, aid to
the blind, and aid to the permanently and totally disabled, the maxi
mum limiting Federal participation in an individual monthly payment
be $30, and for aid to dependent children, $18 for the first child in a
family and $12 for each child beyond the first. These are the maxi
mums established in the original Social Security Act in 1935. The
Federal share of assistance costs within the maximums would be onehalf for all types of assistance and for administration. This is the
original matching ratio in the Social Security Act for old-age assistance
and aid to the blind and is more liberal than the original ratio of onethird for aid to dependent children.
SECTION BY SECTION ANALYSIS OF THE BILL
The first section of the bill contains a short title, Social Security Act
Amendments of 1949, and a table of contents. The remainder of the
bill is divided into four titles: Title I, which amends title II of the
Social Security Act; title II, which amends the Internal Revenue Code;
title III, which contains the amendments to the public assistance and
child-welfare provisions of the Social Security Act; and title IV,
which contains miscellaneous amendments to the Social Security Act.
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OF THE SOCIAL SECURITY ACT

OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS

Subsection (a) of section 101 of the bill amends section 202 of the
Social Security Act. Such section 202, as amended, contains pro
visions relating to old-age. wife's, child's, widow's, mother's, and
parent's insurance benefits; lump-sum death payments; applications
for benefits; simultaneous entitlement to benefits; and the effect of
entitlement to survivor benefits under the Railroad Retirement Act of
1937. Subsections (b), (c), (d), and (e) of section 101 of the bill con
tain provisions (which will be explained below) relating to the effective
dates of the amendments made by subsection (a), the protection of
individuals now receiving benefits, and the filing of applications for
parent's insurance benefits and for lump-sum death payments in the
case of deaths occurring prior to 1950.

Old-age insurancebenefits
The name of the benefit provided by subsection (a) of section 202
of the Social Security Act is changed from "primary insurance benefit"
to "old-age insurance benefit." The conditions under which an indi
vidual may become entitled to old-age benefits are the same as those
for. the present primary benefits, i. e., fully insured status (as redefined
in sec. 214 (a)), attainment of retirement age (age 65), and filing
application, except that anyone entitled to disability insurance bene
fits for the month before he attains retirement age automatically
becomes entitled to old-age benefits without filing an application.
Under section 101 (c) (1) of the bill, individuals entitled to prihnary
insurance benefits under existing law will automatically become en
titled to old-age insurance benefits under the new law.

Wife's insurance benefits
Section 202 (b) of the Social Security Act as amended by the bill
provides wife's insurance. benefits to a wife aged 65 under the same
circumstances as under existing law and in addition provides for wife's
insurance benefits for a wife under age 65 -who at the time of filing
her application for wif e's insurance benefits has in her care (individually
or jointly with her husband) a child entitled to a child's insurance
benefit on the basis of her husband's wage record. A wife under age
65 ceases to be entitled to such benefits when there is no longer any
child of her husband entitled to child's insurance benefits.

Child's insurance benefits
Several changes are made in subsection (c) of section 202, which
relates to child's insurance benefits. Under the present law, the
benefit amount for a child entitled on the wage record of a deceased
or retired insured worker is equal to one-half the old-age insurance
benefit of the worker. A widow with a child receives 1Y4 times an
old-age insurance benefit while a retired worker with a child would
receive 1% times such benefit. To equalize family benefit amounts
as between families of deceased and retired workers, the bill increases
the total amount of the family benefits in a survivor family in which
there is at least one entitled child by one-fourth of the worker's old-age
benefit. If there is more than one child, this additional amount is
divided equally among the children.
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A child is entitled to child's insurance benefits only if he was

dependent upon the individual on the basis of whose wage record
he files application for child's insurance benefits. Paragraphs (3),

(4), and (5) of subsection (c) of section 202 of the Social Security
Act as amended by the bill set forth the circumstances under which
a child is deemed dependent upon an individual.
Paragraph (3) states the circumstances under which a child is
deemed dependent upon his father or adopting father. This para
graph makes no change in existing law.
Paragraph (4) states the circumstances under which a child is
deemed dependent upon his stepfather. Under existing law a child
is deemed dependent upon a stepfather only if no parent other than
such'stepfather was contributing to the support of such child and such
child was not living with its father or adopting father. Under the bill
the child is deemed dependent upon his stepfather if the child was
living with or was receiving at least one-half of his support from such
stepfather.
Paragraph (5) states the circumstances under which the rchild is
deemed dependent upon his natural or adopting mother or upon his
stepmother. Under existing law, the presence of a father in the~house
hold prevents a finding of dependency of a child on his mother. Any
contributions from a father also prevent finding a child dependent on
his mother. The bill permits the payment of benefits to a child on the
basis of his natural or adopting mother's wage record if she was both
fully and currently insured when she died. Benefits are also payable
on the basis of a natural, adopting, or stepmother's wage record, when
she had been furnishing at least half of the child's support, or when
she had been living with or contributing to the child's support and the
child had been ne~ither living with nor receiving any contributions
toward his support from his father.
Widow's insurance benefits
Section 202 (d), relating to widow's benefits; would be changed by
the bill so as to permit a wife entitled to wife's insurance benefits to
become entitled to widow's insurance benefits upon the death of her
husband without filing a new application if she is then age 65 or over.
All conditions of eligibility for the two benefits are the same with one
exception (death in the case of widow's benefits, and entitlement Of
the husband to old-age insurance benefits in the case of wife's benefits
if the wife is age 65 or over). This change will simplify administra
tion and prevent delay in payment of widow's insurance benefits.
Mlother's insurance benefits
Subsection (e) of section 202, as amended by the bill, changes the
title of the present widow's current insurance benefits to mother's
insurance benefits. It provides for payment of such benefits to the
divorced wife of a deceased insured worker if she had been receiving
at least half her support from the worker, and if she is caring for her
son, daughter, or legally adopted child who is receiving benefits on
the worker's wage record. Under section 101 (c) (1) of the bill,
individuals entitled to widow's current insurance benefits under
existing law will automatically become entitled to mother's insurance
benefits under the new law.
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Parent'sin~surance benefits
Subsection (f) of section 202, as amended by the bill, increases the
amount of the dependent parent's benefit from one-half of the old-age
benefit to three-fourths of the old-age benefit.
Also the requirement that a parent must have been chiefly dependent
upon and supported by the wage earner is changed to require only
that the parent must have been receiving at least one-half of his
support from the wage earner to be found dependent on him. This
will make it unnecessary to look to the value of any non-income-'
producing property a parent may own and will avoid the difficulties
involved in establishing dependency in cases where the parent was
receiving an equal portion of his support from two children.
Lump-sum death payments
The bill changes section 202 (g) of the Social Security Act in two
respects. Under existing law payment of the lump sum is provided
only if the insured individual died leaving no widow, child, or parent
who would, on filing application in the month in which the individual
died, be entitled to a benefit for such month. Under the bill a luffp
sum death payment may be made regardless of whether or not monthly
benefits are payable.
The second change in this subsection limits the amount of the
lump-sum payment to three times the worker's old-age benefit, instead
of six times the primary benefit as-now provided. As old-age. benefits
in the bill are about double present primary benefits, the change
made by the bill will keep lumnp-sum death payments at approximately
their present level.
Applicationfor benefits
Paragraph (1) of subsection (h) of section 202, as a'mended by the
bill, is the same as existing law except that it increases from 3 to 6
the number of months for which benefits may be paid retroactively
to individuals who failed to file their applications as soon as they
were otherwise eligible and were no longer working.
Paragraph (2) of this subsection continues the provision of the
present law (sec. 205 (in)) which makes ineffectual any application
filed more than 3 months before entitlement, and adds the provision
that an application filed during the 3-month period before the month
in which the individual is first elig-ible for benefits shall be deemed to
have been filed in the first month in which he is eligible. This gives
a definite date of reference for the application.
Simultaneous entitlement to benefits
Subsection (i) brings together in one subsection the provisions
relating to simultaneous entitlement to benefits now spread throughout section 202. Paragraph (1) of the new section 202 (i) replaces the
clause in section 202 (c) of the act which provides that a child eligible
for more than one benefit may receive only the benefit based on the
largest primary insurance benefit, and the clause in section 202 (f)
which requires reducing the amount of a parent's benefit by the
amount of any other benefits to which the parent becomes entitled.
The new paragraph provides for paying any one individual who is
not entitled to an old-age benefit only the largest benefit to which he
becomes entitled. The amendment makes uniform the provisions
for avoiding duplicate benefit payments, and will allow each individual
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the amount of the largest single benefit to which he can become
entitled.
Paragraph (2) of the new section 202 (i) replaces the clause in the
subsections on wife's, widow's, widow's current (mother's), and
parent's benefits which provides for reducing the amount of such
benefits by the amount of the benefit to which the individual becomes
entitled on his own wage record. This is merely a language simplifi
cation, retaining the principle in the present law.
Entitlement to survivor benefits under Railroad Retirement Act
Subsection (j) of section 202 is a new subsection which provides
that if any person could become entitled to an annuity under section
5 of the Railroad Retirement Act of 1937, or a lump-sum payment
under subsection (f) (1) of that section, with respect to the death of
an employee, no lump-sum death payment or monthly survivors
benefits shall be payable under the Social Security Act on the basis of
the wages or self-employment income of that employee. This amend
ment is necessary to continue the existing coordination of survivors
benefits under the railroad retirement and old-age and survivors
insurance programs. As survivors benefits are based on a combina
tion of the wage records under the programs, it is necessary to specify
that eligibility for survivors benefits under one program will preclude
the payment of survivors benefits under the other program. Section
205 (p) of the Social Security Act, as amended by the bill, contains the
corresponding provisions for counting railroad compensation in com
puting survivors benefits under the Social Security Act.
Eeffective date of amendment made by section 101 (a)
Subsection (b) of section 101 of the bill provides that the preceding
changes in section 202 of the Social Security Act shall, with one excep
tion, be effective on January 1, 1950. The new section 202 (h) (2),
which relates to the filing of applications, becomes effective for months
after September 1949, and the present section 205 (in) which it re
places is repealed for all monthly benefits for months after 1949.
Thus applications for benefits payable after 1949 will be filed only
under the new section 202 (h) (2).
Saving provisions
Subsection (c) of section 101 of the bill is a saving clause for persons
already entitled under the present law so that they will not lose their
entitlement to benefits on account of enactment of the bill. It would
also protect the rights of individuals who would be entitled to benefits
under existing law for October, November, or December of 1949 upon
filing application for such benefits within 3 months thereafter in
accordance with the present retroactive filing provisions of section
202 (h).
Subsection (d) of section 101 of the bill extends through 1951 the
2-year period in which parents may file proof of dependency in cases
of wage earners who died after June 1947 and before 1950 and who were
not insured under the provisions of the present law but would have
been insured had the eligibility provisions contained in the bill been
in effect when they died. Deaths before July 1947 have been specifi
cally excluded because anyone who died before then and who was not
fully insured under existing law would not be insured under the pro
visions as amended by the bill. No retroactive benefits for months
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before 1950 will be payable under this provision, since the amendment
revising the eligibility provisions is not effective until January 1, 1950.
Section 101 (e) of the bill continues existing law with respect to
lump-sum death payments on the wage records of persons who died
before 1950. There is, however, one exception. The Social Security
Act amendments of 1946 extended to August 10, 1948, the period for
claiming the lump sum in the case of insured persons who died outside
the United States (including Alaska and Hawaii) between December
6, 1941, and August 10, 1946. The bill would extend through 1951
the period for claiming lump-sum death payments in the case of such
deatbs, and in the case of deaths occurring in Alaska or Hawaii.
MAXIMUM BlENEFITS

Section 102 of the bill replaces subsections (a), (b), and (c) of sec
tion 203 of the present Social Security Act with a new section 203
(a). The new subsection liberalizes the maximum amount of monthly
benefits payable, for months after 1949, on the basis of the wages or
self-employment income of an insured individual. Under existing
law, the benefits payable on the basis of an individual's wages if they
exceed $20 for any month are reduced for such month to $85, to twice
his primary benefit, or to 80 percent of his average monthly wage,
whichever is the smallest, but not below $20. The bill increases the
$85 figure to $150 and eliminates the limnitation of twice the primary
insurance benefit. While the $20 minimum below which the total of
benefits may not be reduced has been removed from this section, the
bill has in effect increased this figure to $40 by establishing a mini
mumn average monthly wage of $50 (sec. 215 (c) (2) of the amended
Social Security Act). Application of the maximum of 80 percent to
this $50 minimum average monthly wage could not reduce family
b~enefits below' $40.
Under existing law tbe total of family benefits for a month is
reduced to the maximum prior to any deductions on account of the
occurrence of any event specified in the law. Section 203 (a) as
amended by the bill reverses this procedure and provides that the
reduction in the total of benefits for a month is to be made after the
deductions. As a result, larger family benefits will be payable in
many cases. For example, if a worker with a primary insurance
amount of $40 and an average monthly wage of $75 dies, leaving a
widow and two children all of whom have filed claims and are entitled
to benefits, the maximum of the benefits payable to this family for
any month is $60 (80 percent of $75). Prior to the application of the
maximum the widow would be entitled to a benefit of $30 and each child
to a benefit of $25 (three-fourths of tbe primary insurance amount for
the widow and one-half of such amount for each child with an addi
tional one-fourth of such amount divided equally between the two
children). Under existing law these amounts would be reduced to
$22.50 for the widow and $18.75 for each child (so as to total $60).
The reduction in these amounts applies even though one beneficiary,
such as the widow, suffers a loss of her benefit because she receives
mo1re than the permitted amount for services in covered employment.
if in such a case the widow had never filed a claim the children would
each have received the full $25. Under section 203 (a) as amended
by the bill the maximum would be applied for any month after any
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deductions for tbat month so that, where the widow works as in the
above case, each child would receive the full $25.
The bill eliminates, as unnecessary, the present provision of sec
tion 203 (b) that benefits payable on any wage record shall not be
less than $10 per month, and also that portion of the present section
203 (c) which provides for proportionate increases of the benefits
where the total payable on one wage record is increased. The $25
minimum primary insurance amount provided in section 215 (a) of
the Social Security Act as amended by the bill automatically estab
lishes a minimum of $18.80 (three-fourths of $25 rounded to the next
higher multiple $0.10 pursuant to sec. 215 (h) of the Social Security
Act as amended by the bill) for the total of benefits for all survivors
payable on any wage record. The provision of existing section 203 (c)
under which each benefit, except the old-age benefit, is proportionately
decreased when there is a decrease in the total family benefits is
transferred by the bill to section 203 (a).
DEDUCTIONS FROM BENEFITS
Section 103 of the bill revises rather extensively, the provisions of
the present Social Security Act relating to deductions from benefits.
Subsections (d), (e), (f), (g), and (h) of section 203 of the present act
are replaced by subsections (b), (c), (d), (e), (f), (g), (h), and (i) of
section 203 of the amended act.
I
Deductions on account of work or failure to have child in care
Paragraphs (1) and (2) of section 203 (b) provide that deductions
are to be made from benefits for any month after 1949 in which a
beneficiary is under the age of 75 and either renders services for
wages of more than $50, or is charged (under the provisions of the new
subsec. (e) of sec. 203) with net earnings from self-employment of more
than $50. This provision replaces the provision of the present law
under which deductions from benefits are made, regardless of the age
of the beneficiary, for any month in which the beneficiary renders
services for wages of $15 or more.
Three principal changes are effected by these provisions. First,
the amount of wages a beneficiary is permitted to earn in covered
employment in a month without suffering a deduction from benefits is
raised from $14.99 to $50. Second, since coverage under the act has
been extended to certain of the self-employed, the bill provides for
deductions to be made when beneficiaries engage substantially in
covered self-employment and derive net earnings from self-employ
ment in excess of that permitted (see the discussion of sec. 203 (e)
below). Third, deductions have been eliminated if the beneficiary is
75 years old or over.
It is made clear by paragraph (1) that, for deduction purposes,
wages are to be determined without regard to subsection 209 (a)
which limits the meaning of the term "wages" for all other purposes
to $3,600 in a calendar year. Thus, an individual who earns $3,600
in wVages in the first few months of a year (for which deductions would
be imposed under section 203 (b) (1) will not receive benefits for any
succeeding month of the year in which he renders service in covered
employment for remuneration of more than $50, even though the lat
ter remuneration is not considered as wages for other purposes of title
II.
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Paragraphs (3), (4), and (5) provide that deductions are to be made
for any month after 1949 in which a wife under retirement age, en
titled to a wife's insurance benefit, does not have in her care (individu
ally or jointly with her husband) a child of her husband entitled to
a child's insurance benefit; or in which a widow entitled to a moth
er's insurance benefit, does not have in her care a child of her deceased
husband entitled to a child's insurance benefit (this is existing law); or
in which a former wife divorced, entitled to a mother's insurance
benefit, does not have in her care a child (of her deceased former
husband) who (A) is her son, daughter, or legally adopted child and
(B) is entitled to a child's insurance benefit with respect to the wages
or self-employment income of her deceased formner husband.
Deductions from dependents' benefits because of work by old-age bene
ficiary

Section 203 (c) provides for the making of deductions from de
pendents' benefits for any month in which the old-age beneficiary
suffers a deduction with respect to his own benefit. Paragraph (1)
of this subsection, which is similar to present law, provides that deduc
tions from a wife's or child's benefit are to be made for months in which
the old-age beneficiary suffers a deduction under section 203 (b) (1)
(which relates to the rendition of services for wages of more than $50).
Paragraph (2) adds a comparable provision so as to deduct a wife's
or child's benefit for months in which the old-age beneficiary suffers
a deduction under section 203 (b) (2) (which relates to the charging to
a month of net earnings from self-employment of more than $50).
Occurrence of more than one event

The first sentence of section 203 (d), which is similar to present law,
provides that if more than one event specified in subsections 203 (b)
and 203 (c) occurs in any month, which would occasion deductions
equal to a benefit for such month, only an amount equal to such bene
fit is to be deducted. The second sentence provides that the charging
of net earnings from self-employment to any' month shall be treated as
an event occurring in the month to which such net earnings are charged.
Months to which net earnings are charged

Section 203 (e) provides the method for charging net earnings from
self-employment to particular months of the taxable year for the pur
poses of determining the deductions required under the provisions of
sections 203 (b) (2) and 203 (c) (2).
Paragraph (1) provides that if an individual's net earnings from
self-employment for the taxable year are not more than the product
of $50 times the number of months in such year, no month in such
year is to be charged with more than $50 of net earnings from selfemployment. Thus, if an individual has net earnings from selfemployment of less than $600 (for a taxable year of 12 months) no
deduction would be imposed under section 203 (b) (2) or 203 (c) (2)
even though all of the net earnings from self-employment may have
been earned during a period of a few months in such year at a rate in
excess of $50 per month.
Paragraph (2) provides the method for determining the months of
a taxable year to be charged with net earnings from self-employment
in the case of an individual whose net earnings from self-employment
for his taxable year exceed the product of $50 times the numbeir of
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months of such year. In this case, each month of the year is first
to be charged with $50 of net earnings from self-employment, then the
amount of net earnings in excess of the product is to be charged in
units of $50, beginning -with the last month of the taxable year and
progressing toward the first month of the taxable year. The para
graph provides further that no part of the excess net earnings from
self-employment is to be charged to any month in which the indi
vidual was not entitled to a benefit under title II; in which an event
described in paragraphs (1), (3), (4), or (5) of section 203 (b) occurred;
in which the individual was age 75 or over, or in which the individual
did not engage in self-employment.
In connection with the charging of the excess, it should be noted
that, in the case of an excess amount of net earnings which is not
divisible by $50, it is possible to charge a unit of excess which is less
than $50. For example, an individual who has a full 12-month
taxable year and has net earnings from self-employment of $651
would have two units of excess net earnings from self-employment, one
of $50 and one of $1, and would thus be potentially subject to deduc
tions for 2 months of the year.
Generally, the taxable year of an individual will be a calendar year,
or a fiscal year, containing 12 months. The most common case of a
taxable year of less than 12 months will occur by reason of the death
of a beneficiary. If, for example, a beneficiary having a taxable year
which is a calendar year should die on June 2, his taxable year for the
year of his death would begin on January 1 and end on June 2. If his
net earnings from self-employment for the short taxable year are not
more than $300 ($50 times 6 months), no month in such taxable year
would be charged with more than $50. If his net earnings from selfemployment for such year exceed $300, paragraph (2) of subsection (e)
would be applicable in determining whether deductions from benefits
are to be made.
The months to which the excess net earnings from self-employment
may not be charged include those during which the individual per
formed services for wages of more than $50, and those during which
an individual under retirement age drawing benefits as a wife, widow,
or former wife divorced did not have a child in her care. These
provisions prevent the charging of the excess to months for which a
deduction has already been imposed. The excess net earnings from
self-employment are not to be charged to months during which the
beneficiary was age 75 or over because no deductions are imposed for
such months. These provisions and the provision that the excess
net earnings from self-employment may not be charged to months
during which the individual was not entitled to benefits under this
title prevent the dissipation of the excess net earnings from selfemployment through charging them to months for which deductions
may not be imposed.
It should be noted that a deduction for a particular month may be
imposed under section 203 (b) (2) by reason of an individual's net
earnings from self-employment for the taxable year even though the
individual, as a matter of fact, may not have earned $50 from his
trade or business in that particular month. For example, if an indi
vidual entitled to old-age insurance benefits engaged throughout the
taxable year as a real-estate broker and earned more than $1,150 for
the entire year, he will suffer a deduction under section 203 (b) (2)
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for each month of the year even though during several months of the
year he may have operated at a loss through an inability to negotiate
any sales in those months.
The following example Nvill illustrate the charging to months of net
8earnings from self-employment for the purposes of paragraph (2) of
section 203 (e). Beneficiary XI, who was entitled to old-age insurance
benefits during the entire year and was under 75 years of age, owned
and actively operated a fruit stand during the entire year. His net
ernings from the business amounted to $740. During the month of
December he worked a few hours a day as an employee at a store in
connection with the Christmas trade, and received wages therefor in
excess of $50. Under paragraph (2), each month of the year would be
charged with $50, and the excess ($140) would be charged as follows:
$50 to November, $50 to October, and $40 to September. The month
of December (for which a deduction would be imposed under sec. 203
.(b) (1) by reason of wages earned in excess of $50) would not be charged
with any part of the $140.excess. Beneficiary X, therefore, would
suffer deductions under section 203 (b) (2) for the months of Sep
tember, October, and November, since more than $50 of net earnings
from self-employment is charged to each of those mont~hs.
The individual is to be given an opportunity to show that he did not
render substantial services with respect to any trade or business during
certain months of the year. In that case, the excess net earnings fromn
self-employment are not to be charged to those months but are to be
charged to any other months during which he did render substantial
services (and to which the charging of the excess is not prohibited by
paragraph (2)). Thus, benefit deductions would be imposed for any
month, as a, result of the self-employment of a beneficiary, only when
the beneficiary both had substantial net earnings from self-employ
ment in the year and rendered substantial services in a trade or busi
ness in that- month.
Paragraph (3) (A) defines the term "last month of such taxable
year" as the last calendar mnonth of the taxable year to which the
charging of net earnings from self-employment in excess of the exempt
amount is not prohibited under paragraph (2). An application of the
function of paragraph (3) (A) is shown by the following example:
John, who attained 18 years of age in July 1960, was entitled to child's
insurance benefits for the months of January through June of that
year. In May he started a radio repair business and from May
through December he had net earnings of $900. In applying para
graph (2) each month of the entire year would be charged with $50
of the net earnings and the excess of $300 would be charged'as follows:
$50 to June, and $50 to May. The month of June is considered as
the last month of the taxable year, for the purposes of paragraph (2),
since John was not entitled to child's insurance benefits for months
after June. No part of the $300 excess would be charged to months
prior to May since John was not engaged in self-employment for any
month prior to May. Paragraph (3) (B) provides that for the pur
poses of determining whether a month was one in which an individual
,did not engage in self-employment within the meaning of clause (D)
of paragraph (2), an individual will be presumed to have engaged in
-self-employment in any month 'until it is shown to the satisfaction of
the Administrator that the individual rendered no substantial services
in such month with respect to any trade or business the net income or

SOCIAL SECURITY ACT AMENDMENTS OF 1949

65

loss of which is includible in computing his net earnings from selfemployment for any taxable year.
Paragraph (3) (B) authorizes the Administrator to prescribe, by
regulation, the methods and criteria for determining whether or not an
individual has rendered substantial services with respect to any trade
or business. Such provision is made because there is no single rule
under which the determination of whether or not a beneficiary has
rendered substantial services in self-employment can be made. The
determinations are to be based on the facts in each particular case,
consideration being given to the particular factors applicable to the
trade or business of the individual. Exemplary of the factors to be
considered are: The presence or absence of a paid manager, a partner,
or a family member who manages the business; the amount of time
devoted to the business; the nature of the services rendered by the
beneficiary; the type of business establishment; the seasonal nature of
the business; the relationship of the activity performed prior to the
period of "retirement" with. that performed subsequent to retire
ment; and the amount of capital invested by the beneficiary in the
business.
The following examples will illustrate the intent of your committee
with respect to the application of paragraph (3) (B).
Example 1
Jones became entitled to benefits on the basis of wages earned in
covered employment. Since becoming a beneficiary, Jones rents a
truck and sells frozen confections from June through August each
year. Throughout the rest of each year, Jones does not work. As a
result of his summer work, he reports net earnings from self-employ
ment of $850 which without the application of paragraph (3) (B)
would result in 5 months' deductions. Jones should suffer deductions
only for the months of June, July, and August.
Example 2
Smith operated a retail grocery store and became entitled to benefits
on the basis of his earnings from that store through the years. Upon
reaching retirement age, he turned over the management of the store
to his son, although Smith retained ownership of the store. Smith
received the net earnings from the store, which were more, each year,
than $600. While his son carried on the management of the business,
he did find it necessary on some occasions, to discuss the business with
his father. Because the income from the store did not warrant the
hiring of paid labor, Smith did relieve his son in the store during the
latter's lunch hour. It is clear, on the basis of these facts, that Smith
renders no substantial services in any month with respect to selfemployment.
Example 3
White became insured on the basis of net earnings from selfemployment derived from sales of heating fuel and from the servicing
of oil burners. Upon becoming entitled to benefits in December 1960,
White turned over the business to his son, retaining ownership, under
an agreement that he would receive a third of the net earnings. He
would not spend any time in the business excerpt to help service burners
if calls were excessive during the height of the winter mionths. During
November and December of 1961 he spent about 5 hours a day servie
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ing burners. Also in April of that year, while his son was ill, he had
spent some 80 hours in servicing burners and selling fuel oil. His
share of net earnings for the year was $1,700. White should suffer
deductions for the months of April, November, and December, 1961,
but he is entitled to benefits for the other months in the year.
Penaltyforfailure to rejiort certain events
Section 203 (f) continues the present provision requiring the re
porting of any event which causes a deduction from benefits. As at
present, the penalty for failure to report such event, when the indi
vidual has knowledge of the event aiad of his obligation to report it,
is an additional deduction of 1 month's benefit for each month for
which deductions are required because of the occurrence of the deduc
tion event. For the first failure to report, however, only one penalty
deduction is to be imposed even though the failure to report is with
respect to more than 1 month.,
Because different treatment is accorded net earninigs from selfemployment, the requirement for reporting such earnings is treated
separately in section 203 (g).
Report to Admini~strator of net earningsfrorn self-employment
Section 203 (g) describes the circumstances under which bene
ficiaries with net earnings from self-employment are required to file
reports with the Federal Security Administrator. Paragraph (1)
provides that if an individual entitled to any benefits under section
202 has net earnings from sell-employment in excess of the product of
$50 times the number of months in his taxable year, he is to file a
report within 2lX months after the close of his taxable year. In the
report the beneficiary is to include the amount of his net earnings
from self-employment and such other information as the Administrator
may by regulation require. The paragraph further provides that
such reports are not required for any taxable year during all of which
the individual was 75 years of age or over.
Paragraph (2) provides that where an individual fails to report
within the time prescribed and any deduction is imposed under section
203 (b) (2) (which relates to the charging of a month with net earnings
from self-employment of more than $50) one additional deduction,
equal in amount to a monthly benefit, would be imposed as a penalty
if the report is no more than 1%months late. An additional penalty
deduction would be imposed for each subsequent calendar month or
fraction of calendar month during which the failure to report con
tinues. The paragraph provides, however, that the number of
penalty deductions may not exceed the number of benefit payments
under section 202, which the individual received and accepted during
the taxable year and for which deductions are imposed under section
203 (b) (2). The paragraph also provides that for the first failure to
file a timely report, no more than one penalty deduction may be
imposed regardless of the length of the period between the due date
of the report and its actual filing.
Paragraph (3) authorizes the Administrator to make current sus
pensions from benefits to which an individual is entitled under section
202, when there is reason to believe that, af ter the report of net earn
available, deductions
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pensions so made are in the nature of temporary deductions. After
the report for the year becomes available and the deductions to be
imposed are finally established, any necessary adjustment for the
difference between the current suspensions and the deductions inposed by section 203 (b) would then be made. The purpose of this
provision is to assure that, to the extent possible, an individual's loss
of benefits as a result of his engaging in self-employment occurs at the
same time as he is receiving his earnings from self-employment, and
to prevent the loss of benefits from occurring at a time when the
individual may no longer be receiving earnings from self-employment.
In order to carry out the provisions of this paragraph, the Adminis
trator is authorized to request, before the end of the individual's
taxable year, a declaration of the individual's estimated net earnings
from self-employment for the taxable year and other pertinent infor
mation with respect to his net earnings from self-employment. The
paragraph further provides that any failure by an individual to com
ply with such a request is, in itself, justification for a determination
by the Administrator that it may reasonably be expected that the
individual will suffer deductions imposed under i ection 203 (b) (2)
by reason of his net earnings from self-employment for such year.

Deductions with respect to certain lump-sum,payments
Section 203 (h) continues the provision of the present law which
requires that the amount of any lump sum paid under section 204 of
the original Social Security Act shall be deducted from any benefits
payable on that individual's wage record.

Attainment of age 75
Section 203 (i) provides that for the purposes of section 203 an
individual shall be considered as 75 years of age during the entire
calendar month in which he attains such age.

Eeffective date
Section 103 (b) provides that all of the changes made by section
103 (a) of the bill are to be effective January 1, 1950.
DEFINITIONS AND COMPUTATIONS

Section 104 (a) of the, bill strikes out section 209 of the Social
Security Act and inserts eight new sections (209-216) each of which is
explained below. Section 104 (b) of the bill provides for the effective
date of the amendment made by subsection (a) and is-explained below
at the end of the explanation of the new section 216.
DEFINITION OF WAGES

Section 209 of the Social Security Act as amended by the bill defines
the term "wages."
Under existing law (section. 209 (a)) the term "wages" means all
remuneration for employment, including the cash value of all remu
neration paid in any medium other than cash, with certain specific
exceptions. The bill does not change existing law with respect to
remuneration paid prior to 1950. In the case of remuneration paid
after 1949 the bill changes existing law as explained in the following
paragraphs.
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Section 209 (a) of the Social Security Act as amended by the bill
increases the $3,000 limitation contained in section 209 (a) (1) of
existing law to $3,600, and adds thereto an amendment which pro
vides that remuneration specifically excepted from wages, under other
paragraphs of section 209 (a), shall be disregarded in computing the
a-mount of remunmerationr with respect to employinent which consti
tutes wages. Thus, if during a calendar year an employee receives
remuneration from his employer on account of medicalor hospitaliza
tion expenses in connection with sickness or accident disability, and
if such remuneration is excluded from the definition of wages under
the provisions of section 209 (b) or (d) (as amended by the bill),
such remuneration paid to the employee will not be taken into account
in applying the $3,600 limitation.
Under existing law the $3,000 limitation applies to all remuneration
for employment received from all employers. Under 209 (a) as
amended by the bill the $3,600 limitation applies to the remuneration
paid to an employee by each of his employers (but in computing aver
age monthly wage, not more than $3,600 total of wages and selfemployment income for any calandar year may be counted) and, for
the purpose of determining whether an employer has paid remunera
tion of $3,600 to an employee during the calendar year, any remunera
tion paid (or considered under sec. 209 (a) as having been paid) to
such employee by a predecessor is considered as having been paid by
such employer. These provisions are identical with those in section
1426 (a) (1) of the Internal Revenue Code as amended by section 204
of the bill. They are included in title II of the Social Security Act
because under section 205 (o) of the Social Security Act, as amended
by section 109 (c) of the bill, an employee of a nonprofit institution
which does not waive its tax exemption under section 1410 of the In
ternal Revenue Code will receive credit for only one-half of his re
muneration. By making the $3,600 limitation applicable with respect
to remuneration paid by each employer during a calendar year an
individual who is employed by a nonprofit institution and by another
employer during the calendar year will be able to obtain wage credits
up to the $3,600 maximum which may be used for purposes of com
puting an individual's average monthly wage. However, if a non
profit institution acquires all the property of another such institution
and retains the services of an employee of the predecessor, remunera
tion paid to such employee by the predecessor in the year of acquisi
tion (and prior to such acquisition) will be attributed to the successor
for the purposes of the $3,600 limitation. A detailed discussion of the
predecessor rule appears in the explanation in this report of the
amendment to section 1426 (a) (1) of the Internal Revenue Code
made by section 204 (a) of the bill.
Section 209 (b), as amended by the bill, retains the provisions of
existing section 209 (a) (4) which excludes from the term "wages" 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 (1)
an employee's retirement, or (2) an employee's sickness or accident
disability, or (3) medical or hospitalization expenses in connection
with sickness or accident disability of an employee, or (4) the death of
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an employee. Under present law, payments made under a plan or
system providing for death benefits are not excluded from wages if the
employee has certain options or rights, such as the option to receive,
instead of the provision for such death benefit, any part of such pay
ment made by the employer, or the right to assign the death benefit or
to receive a cash consideration in lieu thereof. The amendment re
moves such conditions imposed under existing law with respect to
payments providing for death benefits. Section 209 (b) excludes
from wages only tose payments which are made for one or more of
its stated purposes.
Section 209 (c) as amended by the bill excludes from wages any
payment made to an employee (including any amount paid by an
employer for insurance or annuities, or into a fund, to provide for any
such payment) on account of retirement, irrespective of whether such
payment is made pursuant to a plan or system such as is contemplated

under section 209 (b).
Section 209 (d) as amended by the bill excludes from wages any
payment on account of sickness or accident disability, or medical or
hospitalization expenses in connection with sickness or accident dis
ability, made by an employer to, or on behalf of, an employee after
the expiration of six calendar months following the last calendar month
in which the employee worked for such employer. This provision
of law will have application in any instance where the 'ayment is not
made pursuant to a plan or system and therefore is not excepted from.
wages by section 209 (b). In order for a payment to be excepted
under this provision, the payment made by the employer to, or on
behalf of, the employee must be made by reason of the employee's
sickness or accident disability or by reason of medical or hospitaliza
tion expenses in connection with such employee's sickness or accident
disability and there must have elapsed immediately prior to the calen
dar month in which the payment is made at least six consecutive calen
dar months during which the employee did no work for the employer.
Section 209 (e) as amended by the bill contains an additional exclu
sion from the term "wages"~ with respect to certain payments from
or into a trust exempt from tax under section 165 (a) of the Internal
Revenue Code or under or to an annuity plan which meets the require
ments of section 165 (a) (3), (4), (5), and (6) of such code. Under
this paragraph a payment made by an employer into a trust or annuity
plan is excepted from wages at the time of such payment, if the trust
is exempt from tax under section 165 (a) of such code or the annuity
plan meets the, requirements of section 165 (a) (3), (4), (5), and (6)
of such code at the time the payment is made thereto. A payment
to, or on behalf of, an employee from a trust or under an annuity
plan is also excepted from wages under this paragraph if at the time
of the payment to, or on behalf of, the employee, the trust is exempt
from tax under section 165 (a) or the annuity plan meets the require

ments of section 165 (a) (3), (4), (5), and (6). However, a payment
made to an employee of an exempt trust as remuneration for services
rendered as such employee and not as a beneficiary of the trust is not
within the exclusion.,
Section 209 (f) as amended by the bill continues without change
the existing exclusion from wages (sec. 209 (a) (5) of existing law) of
payments by an employer (without deduction from the remuneration
of, or other reimbursement from, the employee') of the employees' tax
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imposed by section 1400 of the Internal Revenue Code and employee
contributions under State unemployment-compensation laws.
Subsections (g) and (h) of the amended section 209 contain addi
tional exclusions from the term "wages." Subsection (g) excludes any
payment of remuneration made in any medium other than cash (as,
for example, lodging, food, clothing, or car tokens or weekly transpor
tation passes) to an employee for services not in the course of the
employer's trade or business (including domestic service in a private
home of the employer). -The additional exclusion provided by sub
section (h) eliminates from the term "wages" the remuneration (other
than vacation or sick pay) of a stand-by employee who has attained
age 65 and whose employment relationship has not terminated, if the
employee does no work for the employer in the period for which such
remuneration is paid.
Section 209 as amended by the bill contains no provision compar
able to section 209 (a) (6) of existing law which excludes from the
term "wages" dismissal payments which the employer is not legally
required to make. Therefore, a dismissal payment, which is any pay
ment made by an employer on account of involuntary separation of
the employee from the service of the employer, will constitute wages
subject, of course, to the $3,600 limitation, irrespective of whether
the employer is, or is not, legally required to make such payment.
Section 209 'as amended by the bill expressly includes as remuner
ation paid to an employee by his employer cash tips or other cash
remuneration customarily, received by an employee in the course of
his employment from persons other than the person employing him;
except that, in the case of cash tips, only so much of the amount thereof
received during any calendar quarter as the employee, before the ex
piration of 10 days after the close of such quarter, reports in writing
to his employer as having been received by him in such quarter is
considered as remuneration paid by his employer, and payment of the
amount so reported is considered as having been made to the employee
on the date on which such report is made to the employer. The deter
mination of whether cash tips or other cash remuneration is customar
ily received by an employee will depend, not on the identity of the
employee, but in a large part., on whether the service is of such a nature
and is rendered under such circumstances and in such place or business
establishment as makes the receipt of such payment by the individual
performing the services not unusual. If a restaurant, hotel, or other
establishment includes a specified amount in the bill presented to the
customer or patron as a charge in lieu of tipping, the amount thereof
collected by the employer and turned over to the employee is remuner
ation to the employee at the time paid by the employer and will not'
be treated, under the amendment, as a tip which constitutes remuner
ation only when ireported to the employer by the employee. An ex
ample of an employee receiving "other cash remuneration" (i. e., other
than tips) is found in the case of an individual having the status of an
employee who pays for merchandise obtained from his employer for
resale and retains the total amount for which such merchandise is
sold.
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DEFINITIONS RELATING TO EMPLOYMENT

Section 210 of the Social Security Act, as amended by section 104 (a)
of the bill, defines the terms "employment," "included and excluded
service," "American vessel," "American aircraft," "American em
ployer, "..agricultural labor," "farm," "State," "United States,"
"citizen of Puerto Rico," and "employee."
Definition of employment
Section 210 (a) of the Social Security Act, as amended by the bill,
defines the term "employment." (Section 209 (b) of existing law
provides the definition of employment.)
Under the amendment the term "employment" is defined to mean
any service performed after December 31, 1936, and prior to January
1, 1950, which constituted employment under the law applicable to
the period in which such service was performed; and also to mean
(1) any service performed after December 31, 1949, 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 con
nection with an American vessel or American aircraft under a contract
of service entered into within the United States or during the per
formance of which the vessel or aircraft touches at a port in the United
States (including an airport, in the case of an aircraft), if the employee
is employed on and in connection with the vessel or aircraft when out
side the United States, and (2) any service performed outside the
United States after December 31, 1949, by a citizen of the United
States as an employee of an American employer (as defined in
sec. 210 (e)).
That portion of section 209 (b) (of existing law) which precedes
the numbered paragraphs (these contain the exclusions from the
term "employment")- is changed substantively in only two respects.
First, the definition would be extended to include service on or in
connection with an American aircraft to the same extent as service,
already included in the definition, on of!in connection with an Ameri
can vessel. Second; the definition would be extended to include
service performed outside the United States by a citizen of the United
States as an employee of an American employer (the definition of
the term "American employer" is discussed below in the explanation
of sec. 210 (e)). Under existing jaw, the citizenship or residence of
the employer or the employee has no effect upon the determination
of whether or not service constitutes employment. Under the amend
ment this is true with respect to service performed either within the
United States or on or in connection with an American vessel or
American .aircraft, but in the case of service performed outside the
United States, other than on or in connection with an American
vessel or aircraft, only service (which otherwise constitutes employ
ment) performed by a citizen of the United States for an American
employer is covered.
The'definition of the term "employment" under the amendment, as
applied to service performed prior to January 1, 1950, is subject to
the pertinent exceptions under the law applicable to the period in
which the service was performed. The definition applicable to serv
ice -performed on and after that date continues. unchanged some of
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the exceptions contained in the present law, omits or revises otherg,
and adds certain additional ones.
Paragraph (1)of section 210 (a) continues the existing exclusion of
agricultural labor from the term "employment," but the definition of
thei term "agricultural labor" is amended by the bill. The amend
ment of the definition of "agricultural labor" is discussed in the
explanation of section 2 10 (f) of the Social Security Act.
Paragraphs (2) and (3) of section 210 (a) take the place of the
exclusions set forth in paragraphs (2) and (3) of section 209 (b) of exist
ing law. The existing paragraph (2) excludes from employment
domestic service in a private home, local college club, or local chapter
of a college fraternity or sorority; and the existing paragraph (3) ex
cludes from employment casual labor not in the course of the employ
er's trade or business. Subparagraph (A) of the new paragraph (2)
excludes from employment services not in the course of the employer's
trade or business (including domestic service in a private home of the
employer) performed on a farm (as defined in sec. 210 (g)) which is
operated for profit. Generally, a farm is not operated for profit if it
is occupied primarily for residential purposes, or is used primarily for
the pleasure of the occupant or his family such as for the entertain
ment of guests or as a hobby of the occupant or his family.
Subparagraph (B) of the new paragraph (2) excludes from employ
ment domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is enrolled
and is regularly attending classes at a school, college, or university.
The new paragraph (3) excludes from employment service not in the
course of the employer's trade or business (including domestic service

in a private home of the employer (performed in any calendar quarter

by an employee, but only if the cash remuneration paid to an individ
ual for such service is less than $25 or such service is performed by an
individual who is not regularly employed by the employer to perform
such service. The amendment substitutes a cash and regularity-of
employment test for the test set forth in existing law governing casual
labor. The cash test refers to the cash paid for services performed
during a calendar quarter, regardless of when paid. Paragraph (3)
provides that an individual shall be deemed, for the purposes of such
paragraph, to be regularly employed by an employer during a calen
dar quarter only if (1) such individual performs for such employer
service of the prescribed character during some portion of at least
26 days during the calendar quarter, or (2) such individual was
regularly employed (determined in accordance with the test here
inbefore referred to in this sentence) by such employer in the per
formance of service of the prescribed character during the preceding
calendar quarter. As used in paragraph (3), the term "cash remu
neration" includes checks and other monetary media of exchange.
Paragraph (4) continues without change the present family em
ploymnent exclusion.
Paragraph (5) continues without change the present exclusion
of service performed on or in connection with a vessel not an American
vessel, but extends the exclusion to service performed by an individual
on or in connection with an aircraft not an American aircraft, if such
individual is employed on and in connection with such aircraft when
it is outside the United States.
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Paragraphs (6) and (7) supersede paragraph (6) of existing law.
The existing paragraph excludes from employment service in the em
ploy (1) of the United States or (2) of an instrumentality of the United
States which is either wholly owned by the United States or exempt
from the employers' tax imposed by section 1410 of the Internal
Revenue Code by virtue of any other provision of law. The effect of
the new paragraphs (6) and (7) is to include as employment a portion
of the Federal services excluded from employment under existing law.
The new paragraph (6) excludes from employment service performed
in the employ of any instrumentality of the United States, if such instru
mentality is exempt from the employers' tax imposed by section 141 0
of the Internal Revenue Code by virtue of any other provision of law
which specifically refers to section 1410 of such code in granting the
exemption from the tax imposed by such section. (In connection
with par. (6), see the explanation of sec. 1413 of the Internal Revenue
Code, added by see. 203 (a) of the bill.)
The new paragraph (7) excludes from employment service per
formed in the employ of the United States Government, or in the
employ of any instrumentality of the United States which is partly
or wholly owned by the United States, but only if (1) such service is
covered by a retirement system, established by a law of the United
States, for employees of the United States or of such instrumentality,
or (2) the service is of the character described in any one of a list of
13 special classes of excepted services. Determinations as to whether
the particular service is covered by a retirement system of the req
uisite character are to be made on the basis of whether suchi service
is covered under a law enacted by the Congress of the United States
which specifically provides for the establishment of such retirement
system.
The special classes of excepted Federal services (in addition to
services covered under a federally established retirement system) are
as follows:
(A) Service performed by the President or Vice President of the
United States or by a Member of the Congress of the United States, a
Delegate to the Congress, or a Resident Commissioner to the United
States;
(B) Service performed in the legislative branch of the United States
Government (service in the judicial branch of the U. S. Government is
excluded from employment under paragraph (7) by reason of the fact
that all service performed in such branch is covered by a retirement
system established by congressional enactment);
(C) Service performed in the field service of the Post Office Depart
ment;
(D) Service performed in or under the Bureau of the Census of the
Department of Commerce by temporary employees employed for the
actual taking of any census (exclusive of clerical or other employees
employed for work other than in the actual taking of the census);
(E) Service performed by an employee who is excluded by Executive
order.from the operation of the Civil Service Retirement Act of May
29, 1930, because of payment on a contract or fee basis;
(F) Service performed by an employee for nominal compensation of
$12 or less per annum;
(0) Service performed in a hospital, home, or other institution of
the United States by a patient or inmate thereof;
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(H) Service performed by an employee who is excluded by Executive
order from the operation of the Civil Service Retirement Act of May
29, 1930, because such employee is serving under a temporary appoint
ment pending final determination of eligibility for permanent or in
definite appointment;
(I) Service performed by a consular agent appointed under the
authority of section 551 of the Foreign Service Act of 1946;
(J) Service performed by student nurses, medical or dental interns,
residents-in-training, student dietitians, student physical therapists,
or student occupational therapists, assigned or attached to a hospital,
clinic, or medical or dental laboratory operated by any department,
agency, or instrumentality of the Federal Government, or by certain
other student employees described in section 2 of the act of August 4,
1947;
(K) Service performed in the employ of the Tennessee Valley Au
thority in a position which is covered by a retirement system estab
lished by such Authority;
(L) Service performed by an employee serving on a temporary basis
in case of fire, storm, earthquake, flood, or other emergency; or
I(M) Service performed by an employee who is employed under a
Federal relief program to relieve him from unemployment.
The new paragraphs (6) and (7) have the effect of extending cover
age to Federal service (including service in the employ of instrumental
ities of the United States) not covered under a Federal retirement
system and not included in one of the special classes listed above in
paragraphs (A) to (M), inclusive. Service performed by most civilian
and all military personnel of the United States will be excluded from
employment since such services are covered by a retirement system
established by a law of the United States. On, the other hand, service
(which otherwise constitutes employment) in the employ of some
instrumentalities of the United States, such as Federal credit unions,
Federal home loan banks, Federal Reserve banks, National Farm
loan associations, and production credit associations, will be covered
employment under the amendments made by the bill.
Paragraph (8) of section 210 (a) supersedes the existing exclusion
from employment of service performed for State governments, their
political subdivisions, and certain of their instrumentalities. The new
paragraph (8) is divided into subparagraphs (A) and (B).
Subparagraph (A) of the new paragraph (8) excludes from employ
ment service (other than service included under a State compact
provided for in section 218 and other than service to which sub
paragraph (B) is applicable, that is, certain service performed in the
employ of a political subdivision of a State in connection with the
operation of a public transportation system) 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.
Subparagraph (B) of the new paragraph (8) excludes from employ
ment service (other than service included under a State compact
provided for under sec. 218) performed in the employ of any political
subdivision of the State (including an instrumentality of one or more
political subdivisions of a State) in connection with the operation of
any public transportation system, unless such service is performed by
an employee
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(1) Who became an employee of such political subdivision (or
.instrumentality) in connection with and at the time of its acqui
sition after 1936 of such transportatioh system or any part thereof;
and
(2) Who prior to such acquisition rendered services which
constituted employment in connection with the operation of sucb
transportation system or any part thereof (as an employee of a
private company operating the transportation system or any
part thereof acquired by the political subdivision).
If a political subdivision acquires a transportation system from
another political subdivision, or from a State, or from an instrumen
tality described in subparagraph (A), service performed (prior to the
acquisition) in the operation of the transportation system as an em
'ployee of such State, political subdivision, or instrumentality is not
to be taken into account for the purposes of clause (2) above, even
though such service may have constituted employment by reason of
a State compact provided for in section 218. Thus, if employee A
is working in a transportation system operated by city X, and in
strumentality Y takes over such system in 1960, the test of clause (2)
would not he met by a showing that A's service while an employee
of city X constituted employment by reason of a State compact.
The test of clause (2) would be met, however, if it appeared that city
X had acquired the transportation system after 1936 from corpora
tion Z, a private company, and that A had rendered services (which
constituted employment.) in connection with such transportation
system as an employee of corporation Z. In such case, A's services
as an employee of instrumentality Y (in cornection with the opera
tion of the transportation system) would constitute employment if A
became an employee of instrumentality Y in connection with and at
the time it acquired the transportation system from city X.
However, in the case of an employee described in subparagraph
(B) who became such an employee in connection with an acquisition
made prior to January 1,y 1950, service of the prescribed character per
formed by such employee will not constitute employment if the politi
cal subdivision employing him files with the Commissioner of Internal
Revenue prior to January 1, 1950, a statement that it does not favor
the inclusion under subparagraph (B) of any employee acquired in
connection with any such acquisition made prior to January 1, 1950.
Paragraph (9) of section 210 (a), which takes the place of the existing
exclusion from employment of service performed for certain religious,
charitable, scientific, literary, educational, or humane organizations,
excludes service performed by a duly ordained, commissioned, or
licensed minister of a church in the exercise of his ministry or by a
member of a religious order in the exercise of duties required by such
order. The change in this provision extends coverage to service per
formed for such nonprofit organizations, except as such service may
be excluded under the new paragraph (9) or other numbered para
graphs of section 210 (a). The exclusion contained in the new
paragraph (9) applies to the performance of- services which are ordi
narily the duties of such ministers or members of religious orders.
The duties of ministers include the ministration of sacerdotal functions
and the conduct of religious worship, and the control, conduct, and
maintenance of religious organizations (including the religious boards,
societies, and other integral agencies of such organizations), under the
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authority of a religious body constituting a church or church denom
ination.
Paragraph (10) continues without change the existing exclusion of
service performed by an employee or employee representative covered
by the railroad retirement system.
Paragraph (I11) revises certain exclusions contained in paragraph
(10) of existing law (sec. 209 (b) (10)), and omits others. Subpara
graph (A) of paragraph (11) excludes 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 the remuneration
for suich service is less than $100 ($45 or less, under existing law). The
dollar test under subparagraph (A) is the amount earned in a calendar
quarter and not the amount paid in a calendar quarter. Subparagraph
(B) excludes service performed in the employ of a school, college, of'
university, whether or not exempt from income tax under such section
101, if such service is performed by a student who is enrolled and is
regularly attending classes at such school, college, or university.
Paragraphs (12) and (13) continue without change the present.
exclusion of service performed in the employ of a foreign government
or of a wholly owned instrumentality of a foreign government under
certain prescribed conditions.
Paragraph (14) continues without change the exclusion of service
performed by certain student nurses and interns.
Paragraph (15) continues without change the present exclusion of
certain fishing services.
Paragraph (16) continues without change the, present exclusion of
services performed in the delivery and distribution of newspapers,
shopping news, and magazines under certain prescribed conditions.
Paragraph (17) continues without change the present exclusion of
service performed for an international organization.
Paragraph (18) excludes from employment service performed by
an individual in the sale or distribution of goods or commodities for
another person, off the premises of such person, under an arrangement
whereby such individual receives his entire remuneration (other than
prizes) for such service directly from the purchasers of such goods or
commodities, if such person makes no provision (other than by corre
spondence) with respect to the training of such individual for the
performance of such service and imposes no requirement upon such
individual with respect to (1) the fitness of such individual to perform
such service, (2) the geographical area in which such service is to be
performed, (3) the volume of goods or commodities to be sold or
distributed, or (4) the selection or solicitation of customers. The
requirement as to. fitness does not include a requirement as to the age
or sex of the individual.
Included and excluded service
Section 210 (b) of the Social Security Act as amended by the bill
sets forth, without change, the existing law (sec. 209 (c)) relating to
the included-excluded rule for determining employment.
Definition of "American vessel"
Section 210 (c) of the Social Security Act as amended by the bill
sets forth, without change, the existing law (sec. 209 (d)) defining the
term "American vessel."
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Definition of "American aircraft"
Section 210 (d) of the Social Security Act as amended by the bill
defines the term "American aircraft" to mean, for the purposes of
title II of such act, ail aircraft registered under the laws of the United
States.
Definition of "American employer"
Section 210 (e) of the Social Security Act as afnended by the bill
defines the term "American employer." Such term means, for the
purposes of title II of such act, an employer which is (1) the United
States or any instrumentality thereof, (2) a State or any political
subdivision thereof, or any instrumentality of any one or more of the
foregoing, (3) an individual who is a resident of the United States,
(4) a partnership, if two-thirds or more of the partners are residents
of the United States, (5) a trust, if all of the trustees are residents of
the United States, or (6) a corporation organized under the laws of
the United States or of any State.
Definition of "agriculturallabor"
Section 210 (f) of the Social Security Act as amended by the bill
defines the term "agricultural labor" for the, purposes of title II of
such act. The existing definition (sec. 209 (1)) contains four numbered
paragraphs. The new subsection (f) of section 210 likewise contains
four numbered paragraphs. Paragraph (1) ~of existing law relates
primarily to 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. Paragraph (2) of existing law relates
primarily to service performed in the employ of the owner, tenant, or
other operator of a farm in connection with the operation, manage
ment, conservation, improvement, or maintenance of such farm and
its tools and equipment, if the major portion of the service is per
formed on a farm. The new paragraphs (1) and (2) continue without
change the provisions of paragraphs (1) and (2) of existing law.
Paragraph (3) of existing law includes as agricultural labor the fol
lowing services even though not performed on a farm: Services
performed 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 ex
clusively for supplying and storing water for farming purposes.
The new paragraph (3) includes as agricultural labor only services
performed in connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15 (g)
of the Agricultural Marketing Act, as amended, or in connection
with the ginning of cotton. The effect of the new paragraph (3)
is to exclude from the definition of agricultural labor services per
formed in connection with the production or harvesting of maple sap,
or in connection with the raising or harvesting~of mushrooms, or in
*connection with the hatching of poultry, uness such services are
performed on a farm (as defined in sec. 210 (g)). Thus, services
performed in connection with the operation of a hatchery, if not
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operated as part of a poultry or other farm, will be covered employ
ment. Under the amendment services performed in the processing
(as distinguished from the gathering) of maple sap into maple sirup
or maple sugar do not constitute agricultural labor, even though such
services are performed on a farm. Services performed in connection
with the operation or maintenance of ditches, canals, reservoirs, or
waterways used exclusively for supplying and storing water for farm
ing purposes, do not constitute agricultural labor, unless the major
part of such services is performed on a farm and such services are
performed in the employ of the owner, tenant, or other operator of a
farm, in connection with the operation, conservation, improvement,
or maintenance of such farm.
Paragraph (4) of existing law includes as agricultural labor service
performed in the handling, planting, drying, packing, packaging,
processing, freezing, grading, storing,i 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 or
vegetables, as an incident to the preparation of such fruits and vege
tables for market. Subparagraphs (A) and (B) of the new para
graph (4) are a complete revision of the afore-mentioned provisions
of paragraph (4) of existing law. Under such subparagraph (A)
the term "agricultural labor" includes service performed in the em
ploy of the owner-operator, tenant-operator, or other operator of a
farm in handling, planting, 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
commodity in its linmanufactured state, provided such operator
produced more than one-half of the commodity with respect to which
such service is performed. Under such subparagraph (B) the term
"agricultural labor" includes service of the character described in the
preceding sentence performed in the employ of a group of operators
of farms (other than a cooperative organization), provided such oper
ators produced all of the commodity with respect to which such service
is performed. The tests "as an incident to ordinary farming opera
tions" and "as an incident to the preparation of fruits or vegetables
for market" have been stricken by the amendment and in lieu thereof
three tests have been substituted, namely, the status of the person
for whom the service is performed, the state of the commodity with
respect to which the service is performed, and the extent to which
such commodity was produced by the operator or group of operators
in whose employ the service is performed.
Under existing law service of the prescribed character performed
with respect to fruits or vegetables in the employ of any person con
stitutes agricultural labor, provided such service is performed "as an
incident to the preparation of such fruits or vegetables for market";
and such service with respect to all other agricultural or horticultural
commodities constitutes agricultural labor, if the service is performed
"tas an incident to ordinary farming operations." Under the amend
ment service of the character prescribed therein is included as agri
cultural labor only if performed in the employ of the operator of a
farm or a group of operators of farms (other than a cooperative
organization). The term "operator of a farm" as used in paragraph
(4) means an owner, tenant, or other person in possession of a farm
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and engaged in the operation of such farm. Service of the prescribed
character performed in the employ of a cooperative organization does
not constitute agricultural labor. The term "organization" as used
in subparagraph (B) includes corporations, joint-stock companies, and
associations which are treated as corporations under the Internal
Revenue Code. For the purposes of such subparagraph, any unin
corporated group of operators shall be deemed a cooperative organiza
tion if the number of operators comprising such group is more than
20 at any time during the calendar quarter in which the service mn
volved is performed. Under the amendment service of the prescribed
character with respect to an agricultural or horticultural commodity
constitutes agricultural labor only if the service is performed with
respect to such commodity in its unmanufactured state.
The effect of this provision is to exclude from the definition of
agricultural labor under paragraph (4) any service of the prescribed
character performed with respect to a commodity the character of
which has been changed from its raw or natural state by a processing
operation. For example, the slicing and sun-drying or dehydration
of apples are not processing operations which change the character of
the apples, but the grinding of dried apples or the pressing of raw
apples into cider is a processing operation which changes the character
of the apples from their raw or natural state. Where the service of
the prescribed character is performed in the employ of the operator
of a farm, such service does not constitute agricultural labor under
the amendment unless such operator produced more than one-half of
the commodity with respect to which the service is performed. Where
the service is performed in the employ of a group of operators of farms
(other than a cooperative organization), such service does not consti
tute. agricultural labor under the amendment unless such operators
produced all of the commodity with respect to which the service is
performed. The term "commodity" refers to a single agricultural or
horticultural product, that is, all apples are to be treated as a single
commodity, while apples and peaches are to be treated as two separate
commodities. The service with respect to each such commodity is to
be considered separately.
Subparagraph (C) of the new paragraph (4) provides in effect that
service of the prescribed character performed in connection with corn
miercial canning or commercial freezing or in connection with any agri
cultural or horticultural commodity after its delivery to a terminal
market for distribution for consumption does not constitute agricul
tural labor under paragraph (4). This provision is in all material
respects the same as that in existing law.
Definition of "farm"
Section 210 (g) of the Social Security Act as amended by the bill
continues without change the definition of the term "farm" as defined
in section 209 (1) of existing law, but extends the application of such
definition to all of title II of such act, rather than limiting it to the
definition of the term "agricultural labor" as in existing law.
Definition of "State"
Section 210 (h) of the Social Security Act as amended by the bill
defines the term "State." Under existing law the term "State"
includes Alaska, Hawaii, and the District of Columbia. The new
definition also includes within such term the Virgin Islands and, on
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and after the effective date specified in section 221 (i. e., the date on
which the provisions of title II of the Social Security Act are extended
to Puerto Rico), Puerto Rico.
Definition o~f "United States"
Section 210 (e) of the Social Security Act as amended by the bill
extends the definition of the term "United States" when used in a
geographical sense so as to include the Virgin Islands and, on and
after the effective date specified in section 221, Puerto Rico.
Citizen o~f Puerto Rico
Section 210 (j) of the Social Security Act as amended by the bill
provides that an individual who is a citizen of Puerto Rico (but not
otherwise a citizen of the United States) and who is not a resident of
the United States shall not be considered, for the purposes of section
210, as a citizen of the United States prior to the effective date speci
fied in section 221. Section 210 (j) is designed to exclude from em
ployment (prior to the effective date specified in sec. 221) services
performed by such a citizen of Puerto Rico who works in Puerto Rico
(or elsewhere outside the United States) as an employee for an Ameri
can employer (as defined in sec. 210 (e)).
Definition o~f "employee"
Section 210 (k) of the Social Security Act as amended by the bill
defines the term "employee" for the purposes of title II of such act.
The existing definition of employee (sec. 1101 (a) (6)' of the Social
Security Act) is repealed by section 403 (a) of the bill, effective'with
respect to services performed after December 31, 1949.
Paragraphs (1), (2), (3), and (4) of the definition provide separate
and independent tests for determining who are employees. If an
individual is an employee under any one of the paragraphs, he is to be
considered an employee whether or not he is an employee under any of
the other paragraphs.
Paragraph (1) of the definition continues without change the present
provision that any officer of a corporation is an employee.
Under paragraph (2) of the definition the usual common-law rules
applicable in determining the employer-employee relationship are to
be used to determine whether an individual is an employee. Thus,
administrative and judicial determinations that individuals are em
ployees under existing law remain undisturbed. The second sentence
of paragraph (2) is designed to change the effect of the United States
Supreme Court's holding in Bartels v. Birmingham ((1947) 332 U. S.
126), by requiring that full force and effect be given to a written
contract expressly reciting that the person for whom the service is
performed shall have complete control over the performance of such
service and that the individual, in the performance of such service
(either alone or as a member of a group), is the employee of such
person; but if such person is an agent or employee of another person
with respect to the execution of the contract, the individual is an
employee of such other person. It is further provided, but only for
purposes of the second sentence of paragraph (2) of the definition,
that no effect shall be given to the modification of such a written
contract prior to its expiration date unless the contract is terminated
or otherwise modified in writing. This provision is designed to pre
vent the employer under such written contract from successfully
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contending that the contract has been terminated or modified by a
subsequent oral agreement or by the mere conduct of the parties.
Paragraph (2), on the other hand, is not intended to give force or
effect to a contract which expressly provides that the person for whom
the services are performed shall not have the right to control and
direct the individual who performs the service or that such individual
is not the employee of such person. Despite such a contract all the
facts and circumstances of the particular case must be considered to
determine whether such individual is an employee either under the
usual common-law rules or under paragraph (3) or (4) of the definition.
Your committee believes that the usual common-law rules for de
termining the employer-employee relationship fall short of covering
certain individuals who should'be taxed at the employee rate under
the old-age, survivors, and disability insurance program. The
statutory provisions set forth in paragraphs (3) and (4) are designed
to correct this xleficiency in existing law by extending the definition
to include those individuals who, although not employees under the
usual common-law rules, occupy the same status as those who are
employees under such rules.
Paragraph (3) of the definition covers individuals in the following
occupational groups who perform services for remuneration under
certain prescribed circumstances :
(A) As an outside salesman in the manufacturing or wholesale trade;
(B) As a full-time life insurance salesman;
(C) As a driver-lessee. of a taxicab;
(D) As a home worker on materials of goods which are furnished by the person
for whom the services are performed and which are required to be returned to
such person or to a person designated by him;
(E) As a contract logger;
(F) As a lessee or licensee of space within a mine when substantially all of the
product of such services is required to be sold or turned over to the lessor or licen
sor; or
(G) As a house-to-house salesman if under the contract -of service or in fact
such individual (i) is required to meet a minimum sales quota, or (ii) is expressly
or impliedly required to furnish the services with respect to designated or regular
customers or customers along a prescribed route, or (iii) is prohibited from fur
nishing the same or similar services for any other person.

The application of this paragraph of the definition requires the
identifying of the individual as one who performs services in a desig
nated occupational group. If the services are not performed in one
of the designated occupational groups, paragraph (3) is inapplicable
with respect to such services. The language used in the bill to desig
nate the respective occupational groups relates to fields of endeavor
in which particular designations are not necessarily in universal use
with respect to the same service. The designations are addressed to
the actual services without regard to any technical or colloquial labels
which may be attached to such services. The purpose in listing these
several categories is -not to define but to identify each occupational
group. Thus, a determination whether services fall within one of
these categories depends upon the facts of the particular situation.
The factual situations set out below are illustrative of some of the
individuals falling within each of the occupational groups enumerated
in paragraph (3) of the definition. The mere fact that an individual
falls within an enumerated occupational group, however, does not in
itself make such individual an employee under this paragraph ol the
definition, unless the contract of service contemplates that substantially
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all of the services (other than services by mining lessees) are to be per
formed personally by such individual, there is no substaruial investment
(other than the investment by a salesman in facilitiesfor transportation)
in the facilities oJ the trade or business with respect to which the service
is performed, and the service is not in the nature of a single transaction.
The illustrative factual situations are as follows:
(A) Outside salesman in the manufacturing or wholesale trade.
City and traveling salesmen who sell at wholesale to retailers or
others, operate off the company's premises, and are generally
compensated on a commission basis, are included within this
occupational group. Such salesmen are generally not controlled
as to the details of their service or the means by which they cover
their territories, but in the ordinary case they are expected to call
on regular customers with-a fair degree of regularity.
(B) Ful-time lif/e insurance salesman.-An individual whose
regular occupation consists of soliciting applications primarily
for one life-insurance company is' within this occupational group,
regardless of the types of insurance contracts (such as annuity
contracts) issued by the company.
(C) Driver-lessee o~f a taxicab.-An individual who rents a cab
from a cab company for a specified amount per day, his remuner
ation being the difference between the rental he pays the company
and the amount received during the day from the operation of
the cab, is within this occupational group.
(D) Home worker.-Included within this occupational group
are individuals who fabricate quilts, buttons, gloves, bedspreads,
clothing, needlecraft products, etc., or who address envelopes, off
the premises of the person for whom such service is performed,
under arrangements whereby they obtain from such person the
materials or goods with respect to which they are to perform such
service and are required to return the processed materials to such
person or to a person designated by him.
(E,) Contract logger.-An individual who contracts with a com
pany, engaged in the business of producing and selling lumber
and other forest products, to perform service as a timber cutter,
skidder, or hauler, is included within this occupational group, but
would not, however, be covered as an employee under paragraph
(3), unless he personally is to do substantially all the work, has no
substantial investment ini equipment, and the services are part
of a continuing relationship with the company.
(F) Mining lessee or licensee.-An individual who under a lease
or license from the owner or operator of a mine undertakes to
extract the ore or other product therefrom is included within this
occupational group (together with all individuals associated with
him in such undertaking as partners, joint venturers, or employ
ees), when substantially all of the product so extracted is required
to be sold or turned over to such owner or operator.
(G) House-to-house salesman.-A-n individual engaged in the
house-to-house or door-to-door selling or renting of goods, com
modities or services at retail (including, among others, salesmen
who drive trucks on regular routes selling milk, bakery products,
beverages, other foods, etc., Or selling services such as laundry or
dry-cleaning services) is included within this occupational group,
if such individual, under the contract of service or in fact, (1) is
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required to meet a minimum sales quota, or (2) is expressly or
impliedly required to furnish the services with respect to desig
nated or regular customers or customers along a prescribed route,
or (3) is prohibited from furnishing the same or similar services
for any other person.
In order for an individual to be an employee under paragraph (3),
the individual must perform services for remuneration in an occupa
tion falling within one of the enumerated groups, and the contract
of service must contemplate that substantially all the services to
which the contract relates in the particular designated occupation
(other than the services described in subpar. (F)) are to be performed
personally by such individual. However, even though this condition
is met, the individual is not an employee within the meaning of para
graph (3), if (1) such individual has a substantial investment (other
than the investment by a salesman in facilities for transportation) in
the facilities of the trade, occupation, business, or profession with
respect to which the services are performed, or (2) the particular
services are in the nature of a single transaction not part of a continu
ing relationship with the person for whom the services are performed.
For the purposes of paragraph (3) of the definition, the term "con
tract of service" means an arrangement, formal or informal, under
which the particular services are performed. The requirement that
the contract of service shall contemplate that substantially all of the
services are to be performed personally means that it is not contem
plated that any material part of the services to which the contract
relates will be delegated to any other person by the individual who
undertakes to perform such services. The condition that the contract
of service shall contemplate personal performance of substantially all
the services is not applicable with respect to subparagraph (F),
relating to mining lessees.
In order for an individual to be an employee 'umderparagraph (3) of
the definition, he must not have, a substantial investment (other than
the investment by a salesman in facilities for transportation) in the
facilities of the trade, occupation, business, or profession with respect
to which the services are performed. The facilities here pertinent
include equipment and premises available for the work or enterprise
as distinguished from education, training, and experience, but do not
include such tools, instruments, equipment, or clothing as are com
monly or frequently provided by employees. An investment in an
automobile by an individual which is used primarily for his own
transportation in connection with performance of services for another
person has no significance under this paragraph since such investment
is comparable to outlays for transportation by an individual perform
ing similar services who does not own an automobile. Moreover,
under paragraph (3), the investment by a salesman in facilities for
the transportation of the goods or commodities to which the services
relate is to be excluded in determining the investment in a particular
case.
If an individual has a substantial investment in facilities of the
requisite character, he is not an employee within the meaning of
paragraph (3) of the definition, since a substantial investment of
the requisite character standing alone is sufficient to exclude the
individual from the employee concept under such paragraph.
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If the services are not performed as part of a continuing relation
ship with the person for whom the services are performed, but are
in the nature of a single transaction, the individual performing such
services is not an employee within the meaning of paragraph (3) of
the definition.
The groups listed in paragraph (3) of the definition, while limited
in their aggregate scope, comprehend seven well-known occupational
areas from which much of the present uncertainty and past litigation
on this question has evolved. Your committee has designated these
groups to assure the application of the employee tax rate to individuals
who, work in these occupations, with the exceptions discussed above.
The statutory concept set forth in paragraph (4) of the definition
is designed to differentiate between individuals who are employees
and individuals who are not employees on the basis of factual consi'derations and not on the basis of technical legal considerations.
Under this test the status of an individual as an employee in the
performance of service for any person for remuneration is deter
mined from the combined effect of seven enumerated factors.
In selecting these factors, your committee has carefully considered
the decisions of the United States Supreme Court in U. S. v. Silk
and Harrisonv. Greyvan Lines, Inc. (1947) (331 U. S. 704), as well as
the factors which seem to have entered into determinations under the
common law rules.
The Supreme Court decisions set forth a number of factors to be
considered in determining whether an individual performing service
for another person is the employee of such person. A major diffi
culty which your committee found with the Supreme Court decisions
is the indication by the Court that the factors considered by it were not
exclusive, thus leaving the administrative agencies free to consider
other unenumerated factors in reaching their determinations in par
ticular cases. The common law rules, on the other hand, by over
emphasizing the factor of control, particularly the legal right to con
trol, have pernitted many employers at their discretion to fix the
status of their employees and avoid social-security taxes by a mere
formal shift in their contractual arrangements. In this paragraph
of the definition, your commnittee has attempted to chart a more
definite course than that laid down by the Supreme Court for the ad
ministrative agencies to follow in the administration of the socialsecurity legislation; and, at the same time, has limited the possibilities
of tax avoidance by employers. Your committee has prescribed the
factors which it believes should be considered under paragraph (4)
of the definition in determining the existence of an employer-employee
relationship for social-security purposes. These factors are: (1)
control over the individual; (2) permanency of the relationship; (3)
regularity and frequency of performance of the service; (4) integration
of the individual's work in the business to which he renders service;
(5) lack of skill required of the individual; (6) lack of investment by
the individual in facilities for work; and (7) lack of opportunities of
the individual for profit or loss.
The combined effect of all the factors will control the determinations
under this paragraph of the definition. For instance, the combined
effect of all the factors may indicate that 'an individual is performing
the service in pursuance of his own business. In such case, he will not
be considered an employee under this paragraph of the definition.
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Likewise, the combined effect of the factors, including the irregularity
and infrequency of the performance of the service, may be such that
the individual will not be considered an employee under this para
graph, even though he is not engaged in a business of his own in the
performance of such service.
Control of the type pertinent to the first factor may in particular
cases be evidenced by one or more of a variety of circumstances, includ
ing the performance by the individual of his service in accordance with
procedures, or at times, fixed by the person for whom the service 'is per
formed; the furnishing by the person for whom, the service is per
formed of the place, tools, or equipment for the work; or by the fact
that the person for whom the service is performed has the right to
terminate the service of the individual without cause or on short
notice. Lack of this type of control is indicative of the nonexistence
of the employer-employee relationship.
With respect to the second factor, a relationship is permanent if
the arrangement contemplates the performance of service under a
continuing relationship, even though in fact the individual works only
a short time. It is not necessary that the service be' performed on
consecutive workdays.I
The third factor requrires consideration of the constancy and rate of
recurrence of the service for a particular person. "Regularity and
frequency of performance of the service" is intended to be read in con
junction with and in contradistinction to the factor "permanency of
the relationship." If it is contemplated that the performance of
service will be merely a sporadic part-time activity, that fact is evi
-dence that the performance of the service is irregular and infrequent
'and that the relationship, is not permanent, and is indicative of the*
nonexistence of the employer-employee relationship.
Integration of the individual's work in the business to which he
renders service means the merger of the individual's service into the
business of a person so that suc~h service constitutes a part of the unit
or whole which comprises such business. It is immaterial whether
the service is performed at the beginning or end or at any intermediate
point, so long as it falls within the linmits of the scope and function of
the business. Integration in particular cases may be evidenced by
one or more of a variety of circumstances, such as the fact that the
service is essential to the operation of the business; the fact that the
service is performed in the course of such business; the fact that the
service of the individual is performed in or under the name or 'trade
name of the person for whom the service is performed; and the fact
that the service of the individual supports or affects the good will of
the person for whom the service is performed and not the separate
good will of the individual.
Skill means the technical or artistic proficiency required of an
individual fo perform his service. Lack of skill is ordinarily indica
tive of the employer-employee relationship, but a requirement of a
high degree of skil for te performance of service is not necessarily
inconsistent with the existence of an employer-employee relationship
where the combined effect of all seven factors indicates that the indi
vidual, in the performance of such service, is an employee.
Investment by the individual in facilities 'for work means invest
ment in equipment and premises available for the work or enterprise
as distinguished from education, training, and experience. It does
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not include investment in such tools, instruments, equipment, or
clothing as are commonly provided by individuals who are admittedly
employees. An investment in an automobile by an individual which
is used primarily for his own transportation in connection with per
formance of services for another person has no significance under this
factor, since such investment is comparable to outlays for transporta
tion by an individual performing similar 'services who does not own
an automobile. Ownership of a separate establishment in connection
with the performance of service, distinct from the premises of the
person for whom such service is performed, is indicative of the non
existence of the employer-employee relationship. On the other band,
lack of such investment tends to indicate that the individual perform
ing service is an employee.
"Profit or loss" involves the realization of gains or the suffering of
losses through the use of capital by an individual in connection with
the performance of his services. Mere opportunity for higher earnings
such as from pay on a piecework basis, or the possibility of gain or loss
from a commission arrangement, without capital as an income-produc
ing element, is not within the meaning of the term "opportunities for
profit or loss" used in paragraph (4). Opportunity for profit or loss
may in particular cases be established, in varying degrees, by one or
more of a variety of circumstances, such as the fact that the individual
has continuing and recurring liabilities or obligations with risk of loss
and opportunity for profit, depending upon the relation of receipts to
expenditures and charges. Lack of such opportunity for profit or loss
is indicative of the existence of the employer-employee relationship.
Examples under paragraph(4)
The following examples illustrate the status of certain individuals
under paragraph (4) of the definition:
Example (1), automobile dealer.-A is an authorized automobile
dealer under contract with an automobile manufacturer. He provides
his own establishment, has a showroom and maintenance and repair
facilities, and sells the manufacturer's cars at prices fixed by the manu
facturer. He may handle accessories of other manufacturers. He
employs his own personnel, bears all expenses involved in the opera
tion of the dealership, and operates under his own name.
While N's services are integrated to some degree into the distribu
tion end of the manufacturer's business, he operates under his own
name, has his own sales organization and repair crew, and the services
performed by his organization support his own good will as well as
the good will of the manufacturer. Though he must conform to
company policy with respect to the selling prjice of the manufacturer's
cars, he is not controlled in his choice of personnel or with respect to
the manner in which he operates his business. His relationship with
the manufacturer is permanent and his services are performed fre
quently and regularly. However, he has a substantial investment in an
establishment of his own, including a showroom, maintenance and
repair facilities, and accessories of other manufacturers. Such invest
ment, together with his operating expenses and his liability at common
law for certain acts of his personnel, suggests a substantial risk of loss.
His opportunity for profit is similarly extensive since his profits depend
largely upon his own skill in developing and maintaining an efficient
organization.
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The combined effect of the foregoing factors clearly shows that under
paragraph (4) of the definition A is engaged in a business of his own
and is accordingly not an employee.
Example k2), contract logger.-The X company owns tracts of
timberland or timber rights on lands of others and engages in the
production and sale.of lumber and other forest products. Operations
are carried on by the company pursuant to contracts made with
timber cutters, skidders, and haulers. The company enters into a
written contract with A to fell certain trees on a definitely described
tract of timberland, cut the trees into logs, and saw the logs into
rough lumber. Specifications for the work are stated in the contract.
The contract provides that A shall complete the work within a definite
period; and that the company will pay A semimionthly at a specified
rate per thousand feet of rough lumber. A personally performs
services under the contract and engag~es other individuals who per
form services as cutters with him. Alias sufficient capital, including
equipment, to carry on the operations under his contract with the
company. He keeps his own records and periodically receives from
the company the amount due under the terms of the contract.
Although integration of A's service into the X company's business
is present, and some degree of control may exist over A's services, A
manages his own affairs, conducts his activities through the use of his
own facilities, and is at liberty to delegate such service to assistants
of his own choice. He has an opportunity for profit since the amount
of his net gain from the service depends upon his skill and efficiency
and the efficiency of his organization. He also undertakes a risk of
loss by reason of his investment in and the cost of maintaining facili
ties. .Although A may enter into successive contracts with the X
company, there is no permanency in the relationship of the type con
templated under paragraph (4) of the definition. A's services are
regular and frequent in the sense that they are performed daily.
However, under the contract, the services are not to continue on an
indefinite basis but are to terminate automatically upon the comple
tion of a specific amount of work. The combined effect of all the
factors clearly shows that A is pursuing a business of his own and is
accordingly not an employee under paragraph (4) of the definition.
In another type of arrangement, the X company enters into a
contract with B who owns timberland or timber rights, under which
B with his own equipment and employees undertakes to cut timber
therefrom and deliver it to the X company's premises for sale to the
company at a mutually agreed upon delivered price. B delivers and
sells timber to the company pursuant to the contract. B is clearly not
an employee under paragraph (4) of the definition. A service rela
tionship, which is prerequisite to the application of this paragraph,
does not exist, since B, although one of the X company's suppliers, is
not performing services for the company, but is clearly engaged in the
selling of timber in pursuit of his own business.
Example (3), bulk oil-plant operator.-The X oil company is engaged
in the business of marketing petroleum products and. enters into a
contract with A under which A is to operate a distribution station.
Aprovides his own tanks and trucks. He opertes the station as*
his own and employs assistants of his own choie A pays all expenses
arising from the operation of the station, and fixes the hours and days
during which the plant shall. be open.

88

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

The combined effect of all the factors specified in paragraph (4) of
the definition as applied in this case clearly shows, as in the case of the
automobile dealer described in example (1), that A is engaged in a
business of his own and is not an employee.

Example (4), part-time nursery stock salesman.-Tbe X company
solicits the part-time services of farmers to canv..~ss farm owners and
operators for the purchase of nursery stocks of the X company. Upon
receipt of a reply from A, a farmer, the X company furnishes him with
a catalog and other materials describing its products, and order blanks.
A, in the off farming season, and at such irregular intervals as he finds
convenient, solicits orders for the company's products from other
farmers and farm operators. A is not required to meet any sales
quota. He may or may not receive instructions from the company
relative to sales techniques to be used in securing orders for its prod
ucts. Upon obtaining an order, A is paid a commission by the com
pany either upon its receipt of the order or after its receipt of payment
from the purchaser.
A's work is itgae
in the business of the X company. Little
skill, if any, is required in the performance of the work, and there is
no investment in the selling activity conducted by A. A has an op
portunity to profit from the service, but there is little or no chance of
loss. The relationship contemplates the performance of sporadic
part-time services only, having no connection with A's regular occu
pation of farming. The performance of the service is neither regular
nor frequent; nor is the relationship permanent. Moreover, there is
no supervision exercised by the company over the performance of the
service. The combined effect of all the factors, despite the fact that
A is not engaged in a business of his own in selling nursery stocks,
clearly shows that A is not an employee of the X company.
Example (5), construction worker.-A, through newspaper and other
advertising, offers his services to the generalI public as a plastering
contractor. He has a business office and a property yard where ma
terials, tools, and equipment are kept. He does repair work as well
as new work, and operates under his own name. Z, a general con
tractor, asks A for a bid on the plastering work required in the con
struction of a new hotel. A gives Z a lump-sum bid for completion of
the plastering work according to the plans and specifications for the
work. A is awarded the contract. When the building operation
progresses to the point at which the plastering work can be done,
A delivers the required materials to the job and performs the work
with such of his men as are necessary.
A~has an investment in facilities for work sufficient to carry on the
business of a plastering contractor, and the necessary skill required of
any such contractor. His net return from the performance of the
contract is the difference between the contract price and his cost of
labor and materials, as a result of which he may realize a profit or
suffer loss. Although A's activity is integrated in the operations
conducted by Z, the general contractor, A 'in carrying out his contract
is furthering his own good will and is acting under his own trade name.
Of necessity, A's activity must to some extent be controlled by the
general contractor, but such cont~rol as is exercised relates primarily
to the completion of the project as a whole, and is not of the type
contemplated by paragraph (4) of the definition. The relationship,
moreover, is not a permanent one, and such relationship as has been
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entered into does not contemplate recurrent services but will end upon
completion of the specific job. Based on the combined effect of all
the factors, A is not an employee under paragraph (4) of the definition
but is engaged in a business of his own.
Example (6), general life insuranceagent.-A life insurance company
enters into an agreement with an individual generally known as a
general agent after receiving satisfactory proof of his financial respon
sibility whereby he is given a right to solicit applications, both per
sonally and through soiiiga gnts, for life insurance and annuity
policies of the compan w thi te territory covered by his contract.
He is expected to devt hi entire business activity to the solicitation
of applications for policies of the company, and, in conformity with
procedures established by the company, to process and service the
compny'
poicie. H mut use the company's forms in such solici
tatin,
nd he pplcatonsare subject to the approval of the com
pany
Alhouh h isnotrequired to procure a definite volume of
insrane,
he ompny stalishes a quota which he is expected to
meet. Thgnrlagent may solicit and place applications for in
surance, ihu approval from his company, with other companies
when th
ormo insurance is -not written by his company or when the
applicant is known to be unacceptable to his company. He is re
quired to keep adequate records and books of account. The general
agent pays for his agency office space, stenographic assistance, and
telephone facilities, but the company sometimes furnishes books,
stationery, and other material. One of the principal activities of the
general agent is the obtaining of- soliciting agents. The soliciting
agents contract through or with the general agent and constitute his
sales force, and generally the company either signs the soliciting
agent's contract or guarantees to the soliciting agent that the commis
sions provided for by the financial terms of the agreement will be paid.
Whatever salaries, advances against future conunissions, or loans
are made to the soliciting agents are borne solely or chiefly by and
at the risk of the general agent, who is expected to make a substantial
personal investment in the development of the agency. The com
pensation of the-general agent is in the form of commissions on all
policies sold by him or by his soliciting agents, and fees on the business
handled in his agency. The relationship may be terminated by either
party on short notice.
Under the arrangement between the company and the general
agent, the company exercises some degree of control over the per-.
formance of the services. Permanency is present since the relation
ship implies continuity and is not to terminate upon the performance
of a specific job. The performance of service is both regular and
frequent. The activities of the general agent and his staff are clearly
integrated into the company's system of writing life insurance. On
the other hand, the type of general agent described above depends
for much of his success upon the skill in business management which
he must exercise in organizing and pursuing his activities and in
training and supervising his personnel. Moreover, he has a substan
tial investment in facilities for the work. In the case of the general
agent there are significant opportunities for profit and risk-'of loss.
Large sums may be risked in the maintenance' of the agency facilities
and in the financing of soliciting agents. The successful solicitor is
a. source of substantial profit to the general agent, who receives com
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missions on the solicitor's work. Consideration of all the facts indi
cates, as in the case of the automobile dealer in example. (1) and the
bulk oil plant operator in example (3), that this is a normal business
relationship in which one business organization obtains the services
of another business organization to perform a portion of production
and distribution. The combined effect of all the factors establishes
that the general agent described is performing service in the pursuit
of his own business, and that he is therefore not an employee' under
paragraph (4) of the definition.
Example (7), door-to-door salesmen.-The X company, a manufac
turer, is engaged in the manufacture and sale of household products.
Sale by door-to-door vendors is the usual method of distributing the
company's products. The X company enters into an agreement with
a salesman giving him the right to purchase the company's products
at wholesale on short-term credit for door-to-door resale at prices
suggested by the company. The agreement specifies the territory of
the salesman, and provides that the profit from the sale is his sole
remuneration for the services. While no requirement is imposed
either under the contract or in fact with respect to a sales quota, dis
counts are allowed for maintaining a specified volume of business; and
the saleman devotes full time to the sale of X company's products. A
cash deposit is required of the salesman to establish credit with the
company and to cover samples. The agreement states that the
company shall not have any right to exercise control over the per
formance of the services or methods employed in effecting sales, and
expressly negates any requirement to make reports or attend sales
meetings. There is no requirement either express or implied that the
salesman is to furnish services with respect to designated or regular
customers or customers along a prescribed route. The agreement
expressly denies the existence of the employer-employee relationship,
and designates the salesman an independent contractor. The com
pany, however, provides training courses, selling aids, advertising,
forms, leads, and other services for its salesmen. Such services are
utilized by the salesman. The agreement is terminable by the com
pany on 60 days' notice and provides for a refund to the salesman of
his deposit and of the price paid for products unsold and returned.
His earnings from the relationship are dependent upon the volume of
his sales. He has no place of business distinct from his home, and he
is not prohibited from furnishing the same or similar services for any
other person.
Though the salesman might not be considered an employee under
paragraph (2) or (3) of the definition, he is nevertheless an employee
under paragraph (4). The services of door-to-door vendors are the
essence of the distribution system of the company. The right of the
company to terminate the relationship on short notice is evidence of
.some degree of control of the type contemplated by paragraph (4)
of the definition.
The agreement between the company and the salesman contem
plates a continuing or permanent relationship. The cash deposit
required is not such an outlay as to constitute an investment for the
carrying on of an independent business. Although some skill may be
required, he devotes no capital to a going business of his own. His
relationship with. the company is permanent and the performance
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of service for the company is both frequent and regular. Since the
cash deposit is refundable and unsold goods are returnable, the sales
man undertakes little or no risk of loss. Despite the declarations of
the parties in the contract, the combined effect of the factors clearly
shows that the salesman is an employee.
SELF-EMPLOYMENT INCOME

Section 211 of the Social Security Act, as amended by the bill,
defines for the purposes of title 1I of such act the following terms:
"enet earnings from Self-employment, "self-employment income,"
''trade or business,' ''...partnership and partner,'' and ''taxable year."~
All of such terms, as defined in section 211, have exactly the same
meaning as when used in 'the Self-Employment Contributions Act
(subch. F of ch. 9 of the Internal Revenue Code, added by sec. 207
of the bill). A detailed discussion of the definitions appears in the
explanation in this report of section 207 of the bill.
It will be noted, in connection with the term "net earnings from
self-employment," that income derived by a nonresident alien indi
vidual from a trade or business carried on within the United -States
constitutes net earnings from self-employment for the purposes of
title II of the Social Security Act and the Self-Employment Con
tributions Act, although no part of such net earnings from selfemployment constitutes "self-employment income" as defined by
section 211 (b) of the Social Security Act or by section 1641 (b) of the
Self-Employment Contributions Act. The bill provides that the term
"fnet earnings from self-employment" rather than "self-employment
income" is applicable in determining whether deductions from bene
fits are to be made. Thus, a nonresident alien (who may be a bene
ficiary) can suffer a deduction from benefits under sections 203 and
220 of. the Social Security Act as amended, if he has net earnings from
self-employment in excess of $50 in a month even though he has no
''self-employment income."~
CREDITING OF SELF-EMPLOYMENT INCOME TO CALENDAR YEARS

Section 212 of the Social Security Act as amended by the bill pro
vides a method for crediting self-employment income derived during
a taxable year (as defined in section 211 (e)) to calendar years.
Crediting self-employment income to calendar years is required in
order to make possible computations of an individual's average
*monthly wage and determinations of his years of coverage and quar
ters of coverage, as required under title II of the Social Security Act.
Paragraph (1) provides that self-employment income reported for a
taxable year which is a calendar year, or which is a part year beginning
and ending within the same caiendar year, will be credited
such
calendar year. Paragraph (2) provides that self-employment income
reported for a taxable year which is a fiscal year will be credited to
the two calendar years within the taxable year in direct proportion to
the number of months in each of the calendar years falling within the
taxable year. For the purposes of this computation, when a taxable
year includes a fractional part of a month (as, for example, in case of
the death of an individual) the part month will be considered as a
month.
*to
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QUARTER AND QUARTER OF COVERAGE

Definitions
Section 213 (a) of the Social Security Act as amended by the bill
d~fines the terms "quarter," "calendar quarter," and "quarter of
coerage." As in the present law, both the term "quarter" and the
term "calendar quarter" are defined as a period of three calendar
months ending on March 31, June 30, September 30, or December 31.
The term "quarter of coverage" refers to the minimum amount of
.wages an individual must receive, or self-employment income with
which he must be credited, in a calendar quarter in order to receive
credit toward his insured status for the period. In the case of wages, a
worker at present is credited with a quarter of coverage toward insured
status if during a quarter he is paid $50 or more in wages; the bill
raises the amount from $50 to $100 for quarters after 1949. The defi
nition of "quarter of coverage" is further amended to include a calendar
quarter in which an individual is credited with at least $200 of selfemployment income. The crediting of self-employment income to
quarters of a calendar year is treated under subsection (b) of sec
tion 213.
Under the bill, as at present, an individual will not be credited with
a quarter of coverage for any quarter after the quarter in which he
died; of course no quarter may be treated as a quarter of coverage
until the beginning of such quarter. Quarters in a period of disability
(as defined in sec. 219 (i)) cannot be counted as quarters of coverage
for later old-age and survivors insurance benefits (nor are they counted
against the individual as being elapsed quarters), even though the
disabled individual in unusual circumstances might earn sufficient
wages or self-employment income to meet the required dollar amounts
for the crediting of quarters of coverage. The first and last quarters
in a period of disability, however, may be counted as quarters of cover
age (or as elapsed quarters) provided the disabled person has sufficient
earnings to meet the normal requirements for crediting the quarter as
a quarter of coverage. This exception is necessary because disability
may occur late in a quarter or termination may occur early in a
quarter, thus giving the disabled individual several weeks in the
respective quarters in which he could be expected to work.
The provision of existing law which permits the crediting of quarters
of coverage for each quarter after the first quarter of coverage (except
the quarter of death or entitlement to old-age benefits and any quarter
thereafter) in any year in which the worker's total wages equal or
exceed $3,000 is changed for years after 1949. The amendment (sec.
213 (a) (2) (B) (iii)) will permit crediting a quarter of coverage for
each quarter of the year (subject to the limitations mentioned in the
preceding paragraph), whether before or after the first earned quarter
of coverage, if the individual's wages and self-employment income
credited for the year reach $3,600.

Crediting of self-employment income to quarters in a calendar year
Subsection (b) of section 213 of the Social Security Act as amended
by the bill provides a method for crediting self-employment income to
calendar quarters for the purpose of determining quarters of coverage.
Subparagraph (1) provides that when the self-employment income
credited to a calendar year is $800 or more, one-fourth of it will be
credited to each calendar quarter in the year. Under subparagraphs
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(2) and (3) self-employment income of less than $800 in a taxable year
will be credited in units of $200 to calendar quarters in which the
individual does not have a quarter of coverage by reason of wages, and
to quarters not barred as quarters of coverage by reason of death or
disability.
The first unit of $200 will usually be credited to the last calendar
quarter of the year and succeeding units of $200 to each- preceding
quarter; if the individual died during the year, the quarter of death
will be considered to be the last quarter of that year. This rule for
crediting self-employment income is not followed during years in which
an individual is found to have a compensable disability, i. e., his dis
ability determination date under section 219 (c) of the Social Security
Act (as amended by the bill) occurs, nor is it followed for the year he
1attains age 65 or for subsequent years.
In these instances, the first
unit of $200 of self-employment income will be charged to the first
calendar quarter of the year and succeeding units to each succeeding
quarter. This method will generally result in crediting self-employ
ment income to calendar quarters which will be most beneficial to the
individual.
Crediting of wages paid in 1937
Subsection (c) of section 213 of the Social Security Act as amended
by the bill retains the provisions of the present law governing deter
minations of quarters of coverage for wages paid during 1937 when
wages were reported on a semi annual basis.
INSURED STATUS FOR PURPOSES OF OLD-AGE AND SURVIVORS INSURANCE
BENEFITS

Section 214 of the Social Security Act as amended by the bill modi
fies the requirements for eligibility for old-age and survivors insuranace
benefits to take account of the extension of coverage and the addition
of benefits for permanent and total disability, as proposed in the bill.
Fullyq insured individual
Under section 214 (a) (1) a fully insured individual may qualify
himself for old-age insurance benefits and his dependents, as defined in
the bill, for all types of dependents and survivors benefits. Under the
present law (sec. 209 (g)), an individual is fully insured if he had at
least one quarter of coverage for each two quarters elapsing after 1936
(or after attainment of age 21, if later) and before death or attainment
of age 65, or if he had 40 quarters of coverage. Section 214 (a) (1) (B)
of the Social Security Act as amended by the bill provides another
means of qulifying as a fully insured individual. An individual can
qualify if he has not less than 20 quarters of coverage within the 40
quarter period ending with the quarter in which he attained retirement
age or with any subsequent quarter, or ending with the quarter in
which he died. This will permit newly covered individuals to become
fully insured for all types of old-age and survivors benefits within 5
years after the effective date of the bill even if they had no previous
quarters of coverage. Of course, presently covered workers will also
be given the advantage of this new qualifying condition.
Section 214 (a) (1) is also different fom existing law' in that it
excludes from the count of quarters in the elapsed period used for
determining fully insured status al quarters any part of which are
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included in a period of disability unless they are quarters of coverage.
This assures that an individual will not lose insured status for old-age
or survivors benefits during or on account of any period during which
he is entitled to permanent and total disability benefits under title II
of the Social Security Act.
Under the provisions of the bill, an individual who becomes per
manently and totally disabled cannot become entitled to the new
disability benefits if he attains age 65 before the expiration of the
6-month waiting period required for such benefits. In a very few
cases, such an individual might lose his fully insured status during his
waiting period and thus not be eligible either for disability or old-age
benefits. To avoid such a loss of all benefits to an individual who
would, but for his attainment of age 65, have become entitled to
disability benefits, section 214 (a) (2) of the Social Security Act as
amended by the bill provides for treating him as having fully insured
status beginning with the month in which he would have become
entitled to such disability benefits.

Currently insured indiv~idual
Section 214 (b) of the Social Security Act as amended by the bill
defines the term "currently insured individual" to mean any individual
who had not less than 6 quarters of coverage during the 13-quarter
period ending with the quarter in which he died, excluding from such
period any quarter any part of which is included in a period of dis
ability unless such quarter is a quarter of coverage. In the case of
any individual who is not fully insured at the time of his death,
mother's and child's insurance benefits and a lump-sum death pay
ment may nevertheless be payable if he meets the requirements of a
currently insured individual. The only substantive change from exist
ing law made in this definition is to exclude from the count of the
quarters in the elapsed period any quarter any part-of which is included
in a period of disability. This change corresponds with the change
made in the definition of fully insured individuals for the protection
of permanently and totally disabled individtials.
COMPUTATION OF PRIMARY INSURANCE AMOUNT AND DISABILITY
INSURANCE BENEFIT

Section 215 of the Social Security Act as amended by the bill
provides the method of computing an individual's primary insurance
amount (from which old-age and survivors benefits are computed), an
individual's disability insurance benefit, and an individual's average
monthly wage. This section is not applicable however in the cases
where the conversion table in section 111 of the bill applies.

Primaryinsurance amount and disability bene~fit
Subsection (a) of section 215 defines an individual's "primary
insurance amount" or "disability insurance benefit" as an amount
equal to the sum of (a) his base amount multiplied by his continua
tion factor, and (b) one-half of 1 percent of his base amount multi
plied by the number of his years of coverage (commonly called the
"increment"). If the primary insurance amount or disabilitytinsur
ance benefit thus computed is less than $25, it is to be increased to $25.
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Base amount
Subsection (b) of section 215 defines an individual's "base amount"
(as used in subsection (a)) as an amount equal to 50 percent of the
first $100 of his average monthly wage plus 10 percent of the next
$200

of such wage.

Average monthly wage
Subsection (c) of -section 215 defines the "average monthly wage,"
from which the base amount is computed, as the quotient obtained by
dividing an individual's total wages and self-employment income
during those years which were years of coverage after his starting date
by 12 times the number of such years of coverage or by the number
60, whichever is greater. The starting date is 1936, 1949, or the year
in which the individual attained age 21, whichever yields the highest
averagIe monthly wage for an individual.
As an example, consider an individual who entered covered em
ployment for the first time in 1950 and had covered wages and selfemployment income totaling as follows: 1950, $2,000; 1951, $2;000;
1952, $300; 1953, $500; 1954, none; 1955, $1,000; 1956, $2,000; and
1957, $2,220. He had 6 years of coverage (1950, 1951, 1953, 1955,
1956, and 1957), with a total of $9,720 in those years. His average
monthly wage is then $9,720 divided by 72 or $135.
An average monthly wage of less than $50 is to be increased to $'50.
This will prevent the total family benefits payable on any one wage
record from being reduced below $40 a month by the application of the
maximum benefit provisions of section 203.
This subsection also provides for excluding, in the computation of
the average monthly wage, the excess over $3,600 for any calendar
year after 1949 of an individual's wages plus his self-employment
income. For purposes of this computation, the total of an individual's
wages and self-employment income for any year, and the amount of
his average monthly wage, if not a multiple of $1, shall be reduced to
the next lower multiple of $1.
Continuationfactor
Subsection (d) of section 215' defines the continuation factor by
which the base amount is multiplied in obtaining the primary insurance
amount. The continuation factor is the quotient obtained by divid
ing the number of an individual's years of coverage after his starting
date or the number 5, whichever is greater, by the number of his
continuation factor years. If the quotient thus obtained is greater
than 1, it is reduced to 1. An individual's starting date for this pur
pose is 1949 or 1936, whichever results in the higher continuation
factor. The number of continuation factor years is defined as the
calendar years elapsing after the individual's starting date (or after
the year in which he attained the age of 21 if that is later) and prior
to the year in which he died or attained retirement age (age 65),
whichever first occurred or, in disability cases, prior to the year in
which his disability determination date (see sec. 219 (c)) occurred.
Year of-coverage
Subsection (e) of section 215 defines a year of coverage as a calendar

year prior to 1950 in which an individual was paid $200 or more in
wages or a calendar year after 1949 in which the sum of the wages
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paid to him and the self-employment income derived by him is $400
or more. As indicated above, years of coverage are used as the
basis for figuring the average monthly wage, the continuation factor,
and the increment.
Treatment of wages and self-employment income in year of computation
Section 215 (f) sets an ending date for the period over which an
individual's average monthly wage and years of coverage are to
be determined. When an individual files an application for old-age
or disability insurance benefits, his average monthly wage and his
years of coverage are to be determined (prior to any recomputation
under sec. 215 (g)) by including 'only the wages paid him prior to
the quarter in which he filed such pplication and the self-employment
income for taxable years ending prior to the date of sueh filing.
Since individuals receiving disability insurance benefits are automati
cally transferred to the old-age insurance benefit rolls upon attainment
of age 65, at which time their benefit amount must be computed
anew, their ending date for purposes of computing the average.
mnonthly wage and the years of coverage in connection with the old-age
insurance benefits is the date on which they became 65. In computing
the average monthly wage and the years of coverage of any individual
who dies, no wages (other than compensation credited under the
Railroad Retirement Act) paid in or after the quarter of death will be
counted.
Recomputation of benefits
Subsection (g) of section 215 defines the conditions under which
an individual's primary insurance amount or disability insurance
benefit will be recomputed to provide higher benefits on the basis of
wages or self-employment income not included in the original com
putation or in previous recomputations of these amounts.
Paragraph (1) of this subsection permits recomputation of benefit
amounts only as provided in the succeeding paragraphs, except that
the primary insurance amount of a World War II veteran who dies
after 1949 and before July 27, 1954, is to be recomputed under the
circumstances provided in section 217 (b) of the Social Security Act,
as amended by the bill.
Paragraph (2) permits a recomputation of an old-age insurance
benefit, upon application, to take account of wages paid to and selfemployment income derived by the individual since his last computa
tion or recomputation, but only if, because of the receipt of wages or
self-employment, income, his benefits have been subject to deduction
(whether or not any deductions have actually been made at the time)
under section 203 (b) (1) or (2) for 12 months within a period of 36
months occurring after 1949 and after his last recomputation. Such
a recomputation will not include wages paid in the year in which the
application for recomputation is filed or self-employment income for
any taxable year ending after such filing. This provision is designed
to avoid frequent recomputations which would result in negligible
increases in benefits at a disproportionate administrative cost.
Paragraph (3) provides for automatic recomputation (without, appli
cation) of a primary insurance amount or disability insurance benefit
to include self-employment income for a taxable year which had not
been completed at the time of application and the income for which
'was not taken into account in the original computation of the average
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monthly wage, but only in the infrequent case of an individual who,
when his benefit amount was computed upon his application for oldage or disability insurance benefits, bad less than 5 years of coverage.
This recomputation is made at the close of that taxable year. Since
the average monthly wage of an individual who has less than 5 years
of coverage is nevertheless required to be computed by dividing his
wages and self-employment income during his years of coverage by
60, it was thought desirable to give him the advantage of any selfemployment income derived during the taxable year in which his
application was filed as soon as that year ended.
Paragraph (4) provides for a recomputation in certain cases of the
primary insurance amount upon which survivors benefits or a lumpsum death payment are based when an individual entitled to old-age
insurance benefits dies. The recomputation may be made only if the
deceased individual comes within the provisions of paragraph (3) or
if he would, upon application, have been entitled to a recomputation
under paragraph (2) in the month of his death or if he had been paid
compensation for employment under the Railroad Retirement Act
which is treated as wages under title II of the Social Security Act for
purposes of survivors benefits. If the deceased individual would have
been eligible for a recomputation under paragraph (2), the recompu
tation for his survivors includes only self-employment income for
taxable years prior to his last one, the wages paid prior to the year of
his death, and any railroad compensation paid before his death; if he
would not have been eligible for a recomputation under paragraph (2)
at his death, the recomputation includes only the wages and selfemployment income considered at his last computation plus the rail
road compensation.
Paragraph (5) prevents any recomputation from reducing benefits
otherwise payable. No recomputation is to be effective unless it
results in a higher primary insurance amount or disability insurance
benefit. If it does this, but happens to result in a lower average
monthly wage, the lowering of such wage will not be effective for pur
poses of the maximum on family benefits payable on the same wage

record (sec. 203 (a)).
Rounding of benefits
Section 215 (h) of the Social Security Act as amended by the bill
provides that any monthly benefit which, after reduction under
applicable sections of the Social Security Act (203 (a) and 2 19 (e)), is
not a multiple of $0.10, shall be raised to' the next higher multiple of
$0.10.
OTHER DEFINITIONS

Retirement age
Section 216 (a) defines "retirement age" as age 65. This makes no
change in existing law; it is inserted only for convenience in reference.
Wife
Section 216 (b) makes a small change in the definition of "wife."
Under existing, law, an individual is considered to be the wife of a
primary beneficiary only if she has been married to him for at least
36 calendar months before her application is ifiled unless she i's the
mother of his son or daughter. The bill changes this time limit to 3
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years. The change eliminates anomalies which have arisen as be
tween couples married early in a month and those married later in a
month.
Widow
Section 216 (c) amends the definition of widow in several respects.
Under existing law a woman to be considered a widow of an insured
individual must be the mother of his son or daughter or must have
been married to him for not less than 12 calendar months before he
died. For the reasons stated above in connection with the change in
the definition of "wife," the time period is changed to 1 year. In
addition, this subsection (as amended) provides that if a widow had
legally adopted her husband's son or daughter before that child
attained age 18, or if she and her husband together had legally
adopted a child under age 18, she need not have been married for a
year before his death to qualify for benefits.
Formerwife divorced
Section 216 (d) adds a new definition, "former wife divorced, " which
is used (in sec. 202 (e) of the Social Security Act as amended by the
bill) with reference to mother's insurance benefits. A woman di
vorced from a deceased individual is considered to be a former wife
divorced only if she meets one of the following conditions: (1) She is
the mother of his son or daughter, (2) she legally adopted his son or.
daughter while she was married to him and while such son or daughter
was under 18, or (3) she was married to the deceased individual at the
time both of them legally adopted a child under 18.
Child
Section 216 (e) amends the definition of "child" to correspond with
the change made for "wife," so that the time required to establish a
parent-child relationship, in cases of adopted children or stepchildren,
is expressed in terms of years rather than of months. A further
change permits the adopted child of a deceased individual to qualify
as a "child" without regard to the length of time elapsing after the
adoption and before the adopting parent's death.
Determination offamily status
Section 216 (f), which is identical with sections 209 (in) and (n)
of the existing Social Security Act, contains rules for determining
when an individual is the wife, widow, child, or parent of an insured
individual and when a wife or widow is considered as living with
her husband.
Effective dates of sections 209 to 216, inclusive, of the Social Security Act
as amended by section 104 of the bill
Section 104 (b) of the bill provides that the amendment made by sec
tion 104 (a) is, with certain e~xceptions, to take effect January 1, 1950.
The new requirements for insured status (sec. 214 of the amended
act) and the new definitions in section 216 (wife, etc.) are effective in
the case of applications for monthly benefits for months after 1949.
Thus, an individual who died or attained age 65 prior to 1950 may
under the bill have an insured status even though he did not have such
status at the time he died or attained such age. Consistent with sec
tion 202 (h) (2) of the Social Security Act as amended by the bill,
applications for benefits for the month of January 1950 may be filed
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as ea~rly as October 1949. The insured-status provisions are effective
in the case of applications for lump-sum death payments, however,
only with respect to deaths occurring after 1949.
The new benefit computation provisions in section 215 Of the Social.
Security Act take effect January 1, 1950. These provisions, however,
are not applicable where a primary benefit was paid for a month before
1950, or where the wage earner died before 1950 and a monthly benefit
was paid on the basis of his wages for a month before 1952 or a lumpsum death payment was made. Benefits paid on the basis of such an
individual's wages for months after 1949 are not to be computed under
the new provisions of the Social Security Act but are instead to be
increased as provided in section 111 of the bill. If such wage earner
becomes entitled to a recomputation under section 215 (g), then the
recomputation will be made under the new provisions of section 215.
WORLD WAR II VETERANS

Section 105 of the bill adds a new section 217 to the Social Security
Act, which replaces the present section 210 guaranteeing temporary
survivor protection to certain World War 1I veterans. The new sec
tion provides veterans with wage credits for World War II military
service, and continues without change or extension the survivor
.protection now provided under section 210.
Subsection (a) of section 217 would provide World War II veterans
(including, with certain minor exceptions, individuals who died in serv
ice) with wage credits of $160 for each month any part of which was
spent in military or naval service during World War II. The wage
credits would be used in determining the monthly benefits payable to a
veteran and his dependents, or to his survivors, for any month after
1949 regardless of whether death occurred prior to 1950, and in deter
mining the lump-sum death payment payable to the survivors of a
veteran who dies after 1949. The subsection would not apply to any
benefit or payment if a larger benefit or payment would be payable
without its application.
Subsection (b) is included so as to carry over into the amended law,
with appropriate changes to take account of other amendments to the
Social Security Act,' the provision for the special 3-year survivor
protection for veterans under section 210 of the present Social Security
Act.
Paragraph (1) of this subsection applies to those eligible veterans
who died after 1949, and to those who died before 1950 where no
lump-sum death payment, and no monthly benefit for any month
prior to 1952, was paid. In such cases the new benefit formula
(sec. 215 of the Social Security Act) will be used. In all other cases,
the" present section 210 of the act and the existing method of com
puting benefits (With the increase provided in sec. 111 of the bill
through the conversion table) continue to apply. The paragraph
provides that the veterans to whom it applies, and who die within
3 years after separation from service, will be deemed to have died
fully insured with an average monthly wage of $160. For purposes of
the increment given for each year of coverage, the veteran would be
deemed to have been paid the required amount of -wages in each year
in which he had 30 days or more of wartime military service. The
paragraph further provides that subsection (b) will not apply (1) if a
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larger benefit or payment would be payable without
it, (2) if pension or
compensation is determined by the Veterans' Administration
to be
payable because of the veteran's death, (3) if the veteran
ice, or (4) if he was discharged or released from military died in serv
July 26, 1951. These provisions are the same as those service after
now contained
in section 210.
Paragraph (2) of the subsection contains provisions
substantially
identical with those now in section 210 for effectuating
cooperation
between the Veterans' Administration and the
Administrator in order to carry out the provision Federal Security
that the subsection is inapplicable where veterans' in paragraph (1)
benefits are pay
able.
Subsection (c) of the new section 217 provides
the parent of a
World War II veteran who has died before 1950that
shall
until July 1950 to file proof of support. Proof supporthave at least
is ordinarily
required to be filed by the parent within 2 years ofafter
the
wage
earner's
death, as a condition of eligibility for parents' benefits.
Parents of
veterans who died prior to Januar 1, 1948, could
come eligible for benefits on the bai of wage credits therefote not benew section 217 (a) unless some extension of time for provided by the
filing is given.
Subsection (d) authorizes annual appropriation
the trust fund of
the sums necessary to meet the additional costs to
of the benefits and
lump-sum death payments resulting from the section.
Subsection (e) contains definitions to be used for purposes
of section
217. Paragraph (1) defines "World War IP'
the period beginning
with September 16, 1940, and ending at the as
of July 24, 1947.
(September 16, 1940, is the enactment date of close
the Selective Training
and Service Act of 1940; July 25, 1947, is the date
tion of World War II by Public Law 239, 80th set as the termina
of the present sec. 210 of the Social Security Act.)Cong., for purposes
Paragraph (2) defines a "World War II
as any person
who served in the active military or navalveteran"
service
War II, and who, if discharged, was discharged under during World
conditions other
than dishonorable and either after 90 days of service
service-connected disability. It does not, however, or betause of a
include any indi
vidual whose death while in the active military
or
naval
service was
inflicted (other than by an enemy of the United
States) as lawful
punishment for a military of naval offense.
COVERAGE OF STATE AND LOCAL EMPLOYEES

Section 106 of the bill would add to the Social Security
Act a new
section, numbered 218, under which the protection
of
the
insurance
program could be extended to employees of States and
their political
subdivisions and instrumentalities by means of agreements
between the States and the Federal Security Administrator.negotiated
Purpose of agreement

Subsection (a) of section 218 provides
the Federal Security
Administrator shall enter into an agreementthat
at
the
for the purpose of extending old-age, survivors, andrequest of a State
ance coverage to the employees of the State or of disability insur
any political sub
division or instrumentality of the State. The agreement
is to include
such provisions, not inconsistent with those specified
in the bill, as the
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State may request. The subsection also provides that, notwithistand-.
ing the general exclusions of agricultural labor, domestic service, or
service performed by a student, such service may be covered (at the
option of the State) if it is included under an agreement.

Definitions
Subsection (b) of section 218 defines certain significant, terms used
in the section.
Paragraph (1) provides that the term "State" shall not include the
District of Columbia. As a consequence, no agreement could be made
with the District. Agreements could be made, however, for covering
the employees of Territorial and local governments in Hawaii, Alaska,
and the Virgin Islands, and also (subject to the provisions of sec. 221)
in Puerto Rico.
Paragraph (2) defines "political subdivision" to include instrumen
talities of the State, of a political subdivision, or of any combination
of the foregoing.
Paragraph (3) defines "employee" to include an officer of a State
or political subdivision.
Paragraph (4) defines "retirement system" as "any pension, annu
ity, retirement or similar fund or system" established by a State or
political subdivision. For purposes of determining the permitted
coverage under an agreement, a "State-wide retirement system" is
defined as a retirement system established by a State which covers
(a) employees of the State and employees of one or more political
subdivisions, or (b) employees of at least two political subdivisions.
Paragraph (5) defines "coverage group" primarily for purposes of
subsection (c), which governs the coverage of groups which may be in
cluded in or excluded under an agreement. A coverage group in general
would consist of employees of the State or employees of a single politi
cal subdivision, but, because of the special treatment accorded to mem
bers -of retirement systems, all employees (whether State or local)
covered by a State-wide retirement system would be excluded from
the general coverage groups and regarded as constituting a separate
coverage group.

Services covered
Subsection (c) of section 218 of the Social Security Act as amended
by the bill specifies the services which may be covered by an agree
ment or modification of an agreement.
Paragraph (1) requires an agreement to cover any one or more
coverage groups designated by the States:
Paragraph (2) provides that if any employees of a coverage group
are to be covered by an agreement, then all employees in that coverage
group (except for certain classes which might be excluded pursuant to
paragraphs (3) or (5) of subsection (c) or pursuant to subsection (d))
would have to be included under the agreement. This provision is
necessary to protect the system from adverse selection.
Paragraph (3) of subsection, (c) permits the State to exclude from
the agreement all services in any class or classes of elective or parttime jobs, or jobs compensated on a fee basis, in any coverage group..
The State would also be permitted to exclude any services of an.
emergency nature.
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Paragraph (4) gives the State the right to have the agreement
amended to cover additional coverage groups or services not pre
viously covered, so long as the extension is consistent with the other
provisions of the section.
Paragraph (5) permits the State to exclude from any coverage group
agricultural labor, domestic service or service performed by a student,
if such service would be excluded from compulsory coverage under the
act if performed for an employer other than a governmental unit.
Paragraph (6) prevents the agreement from applying to any services
performed in a hospital, home, or 'Other institution by a patient or
inmate thereof or any services performed by an individual in a work
relief or other program designed to relieve him from unemployment.
Referendu~m in case of retirement systems
Subsection (d) of section 218 outlines the conditions under which
services performed in jobs covered by retirement systems may be
included in an agreement.
Paragraph (1) requires that before jobs covered by a retirement
system in effect when the agreement was entered into may be included
in the original agreement, the State must request that they be in
cluded, and the governor of the State must certify that a written
referendum was held and that not- less than two-thirds of the voters
voted in favor of being included. The voters must be employees in
affected positions and persons 21 years of age or older who were
receiving period payments under the retirement system.
Paragraph (2) establishes the same requirement regarding modifi
cations of agreements; the requirement would apply to retirement
systems in effect when the modification was agreed to.
Paragraph (3) specifies the period of time within which the written
referendum must be held. It provides that the referendum must be
held within the period beginning 1 year before the effective date of
the agreement. (or modification) and ending on the date the agreement
(or modification) is entered into.
Payments and reports by States
Subsection (e) of section 218 requires the State to agree to pay
amounts equivalent to the sum of the employee and employer taxes
which would be imposed under sections 1400 and 1410 of the Internal
Revenue Code if the services covered under the agreement constituted
employment under section 1426 of such code. It also requires the
State to agree to comply with regulations, relating to payments and
reports, prescribed by the Administrator to carry out the purposes
of the section.
Eeffective date of agreement
Section 218 (f) provides that an agreement or modification of an
agreement might be made effective on a date specified in the agree
ment. However, no agreement or modification could be effective
prior to January 1, 1950, or, except for an agreement or modification
agreed to prior to January 1, 1952, prior to the calendar year in which
it was consummated. This latter exception to the general rule for
agreements or changes made prior to 1952 is intended to give the
States sufficient time to negotiate the agreements in the early days of
the new program without unduly penalizing their employees under
the eligibility and benefit-computation provisions of the system be
cause of unavoidable delay in this process.
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Termination of agreement
Subsection (g) of section 218 of the Social Security Act as amended
by the bill specifies the conditions under which an agreement may be
terminated.
Paragraph (1) authorizes the State to terminate an agreement in its
entirety or with respect to any coverage group. However, an agree
ment cannot be terminated in its entirety until the agreement has
been in effect for at least 5 years, nor can it be terminated for any
coverage group until the affected group has been covered for at least
5 years; furthermore, any such termination would be conditioned
upon the receipt by the Administrator, after the end of the 5-year
period, of 2 years' advance notice in writing. Consequently, the
minimum duration of an agreement would be~7 years, and the mini
-mum period of coverage for a single coverage- group (as long as the.
agreement itself remained in effect) would also be 7 years.
Paragraph (2) would direct the Administrator to terminate an
agreement in its entirety, or with respect to any coverage group, if it
appeared, after reasonable notice and opportunity for hearing, that
the State had failed, or was not able legally, to comply substantially
with the terms of the agreement. The agi cement would be terminated
in its eentirety if the lack of compliance affected all the services covered
under the agreement; otherwise only those coverage groups affected
would have their coverage terminated. The Administrator m~ight
give the State as long as 2 years to rectify the deficiency. If the
State failed to do so, the termination would be effected.
Paraggraph (3) provides that if an agreement with a State is termi
nated in its entirety no agreement with such State may be made
again. If the termination affects only particular groups, those
groups may not again be included under an agreement. This restric
tion is necessary to protect the insurance trust fund from excessive
drains caused by movemn ent into and out of the system.
'Depositsin ~trustfund; adjustments
Section 218 (h) specifies that all payments received by the Secre-.
tary of the Treasury under State agreements shall be deposited in the
trust fund. Overpayments or underpayments of amounts due would
be adjusted, without interest, in accordance with regulations pre
scribed by the Administrator. Where overpayments cannot be
adjusted in this manner the am~ounts overpaid will be paid out of the
trust fund to the State.
Regulations
Section 218 (i) of the Social Security Act as amended by the bill
provides that the regulations of the Administrator under the section
shall be designed to make the requirements imposed on the States
similar, so far- as practicable, to requirements imposed on employers
under the Federal Insurance Contributions Act and title II of the
Social Security Act.
Failureto ma/ke payments
Section 218 (j) establishes penalties for failure by the States to pay
the amounts due under the agreement on time. Interest at the rate
of 6 percent per annum would be added where'the State did not make
payments when due. In addition, the Administrator might deduct
the amount of such delinquent payments, plus interest, from grants
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to the State under any other provision of the Social Security Act; for
example, matching grants for public assistance. The amounts so
deducted are t~o be deemed to have been paid to the State under that
other provision, and are appropriated to the trust fund.
Instrumentalitiesof two or more States
Subsection (k) of section 218 provides that, at the request of aniy
instrumentality of two or more States, the Federal Security Admin
istrator may enter into an agreement with that instrumentality for
cov~rage of its employees. As far as practicable, such an agreement
must conform to the other provisions of the section.
Delegation of functions
Section 218 (1) of the Social Security Act, as amended by the bill,
authorizes the Administrator, pursuant to agreement with the head'
of any Federal agency, to delegate any, of his functions under the
section to any officer or employee of that agency, or to utilize the
services and facilities of that agency in the administration of the
section. The purpose of this provision is to enable the Federal Secu
rity Administrator to delegate routine duties in connection with the
securing of wage records and similar functions. The expenses incurred
by the agency whose services or facilities are utilized would be paid
in advance or by way of reimbursement, as might be agreed upon.
PERMANENT AND TOTAL DISABILITY INSURANCE BENEFITS

Section 107 of the bill contains provisions for the payment of
monthly benefits to insured workers who are permanently and totally
disabled. Title II of the Social Security Act is amended by the addi
tion of sections 219 and 220, which specify the conditions for entitle
mernt to and payment of disability benefits.
Conditions of entitlement
Section 219 (a) sets forth the conditions governing application for,
and entitlement to, disability insurance benefits. Disability mnsur
ance benefits will be paid to insured workers who are unable to perform
any substantially gainful work as the result of permanent and total
disability, and to those who are blind. To qualify for such benefits,
disabled individuals must be under 65 years of age, must apply for
the benefit~, and must, while permanent ly and totally disabled, serve
a waiting period. Except for claimants who file delayed applications
during a grace period before 1953, the waiting period consists of the
month which includes the day on which disability is determined to
have occurred (called the disability determination date, as defined in
subsection (c)) and the six calendar months following, such month.
A longer-than-normal waiting period may result during the initial
grace period prior to 1953, when claimants filing delayed applications
may be permitted a disability determination date as far back as June
30, 1950 (see subsec. (c)) in order to protect their insured status.
Entitlement to permanent and total disability benefits begins with
the first month after the waiting period and ends when the beneficiary
ceases to be disabled, becomes 65, or dies. To be valid, an application
must be filed no earlier than 7 months prior to the month of entitle
ment. Persons who file a late application may be paid retroactive
disability insurance benefits for not more than 3 months.
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Determinationof insured status
Section 219 (b) provides that, to be insured for disability insurance
benefits, a claimant must have (1) 6 quarters of coverage within the
13-quarter period which ends with the quarter in which his disability
determination date occurred; and (2) 20 quarters of coverage within
the 40-quarter period which ends with the quarter in which his disa
bility determination date occurred. In case an individual was previ
ously entitled to disability benefits, quarters in the previous period of
disability (defined in subsection (i)), except the first and last quarters
of such period if they are quarters of coverage, are excluded from the
count of elapsed quarters for insured status.

Disability determinationdate
Section 219 (c) provides the method for determining the date on
which, for benefit purposes, a disability is deemed to have begun.
Where an individual has not worked for some time and alleges that
this was due to disability, it may be medically and administratively
difficult to ascertain accurately at what time in the past his condition
became totally disabling. For this reason the existence of total
disability will be recognized for- benefit determination purposes for
oniy a limited time prior to the filing of an application. The date on
which the compensable disability is deemed to have begun is called
the disability determination date.
Paragraph (1) provides that for claimants who file before 1953,
the disability determination date will be whichever of the following
days is the latest: The day the disability actually began; June 30
1950; or the .first day of the first quarter in which the claimant had
insured status for disability benefits. The last of these dates allows
for the relatively few cases where the individual is not insured in the
quarter in which he actually became disabled but- would become
insured at some later date as the result of wages earned prior to disa
bility but paid afterward, or as the result of the special rule where he
is credited with $3,600 of wages and self-employmeint income. (See
sec. 213 (a) (2) (B) (iii).) This rule will give permanently disabled
workers who are potential claimants a reasonable period of time (as
much as 2 years after first benefits are payable) in which to learn
about their rights under the new provisions, and will protect their
insured status if they should delay in filing. Following this grace
period, the provisions of paragraph (2) will go into effect.
Paragraph (2) provides that for those who file after 1952, the dis
ability determination date will be whichever of the following days
is the latest: The day the disability actually began; the first day of
the tenth month prior to the month of filing (thus allowing for the
waiting period and the 3-month retroactive benefit period); or the first
day of the first quarter in which the claimant had insured status for
disability benefits. These limitations make it important for claimants
to file timely application for benefits, since undue delay may result
in the expiration of insured status. (See subsec. (b).)

Determinationof disability
Section 219 (d) directs the Administrator to determine or redeter
mine periodically an individual's entitlement to disability insurance
benefits, and authorizes the Administrator to provide by regulation
for such examinations as he deems necessary to make these deter-'
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minations. Reexamination at regular intervals, such as 6 months or
a year, would be prescribed according to the judgment of physicians
reviewing each case; in cases where recovery was obviously impossible,
such as dismemberment, reexamination might be waived. The
Administrator is authorized to pay the necessary travel and subsist
ence expenses of the individual in connection with such examination;
procedures would be similar to those followed by the Veterans'
Administration. If the' examining physician is not an employee of
the United States, payment of a fee for the examination is authorized.
Examination costs, including such fees, expenses of travel and labora
tory analyses, will be paid from the trust fund by means of annual
appropriations, in the same manner as present administrative expenses
are paid.
Reduction of benefit
*Section 219 (e) provides for adjustment of disabilit~y insurance
benefits wbere workmen's compensation benefits are payable for the
same disability during the same period of time. In such cases, before
any deductions are made, the disability insurance benefit will be
reduced by an amount equal to one-half of whichever of the two
benefits is the smaller. Where disability insurance benefits have
already been paid, the required reduction will be made by deductions
from any other benefits; i. e., old-age or survivors benefits or subse
quent disability benefits, payable under title A1 on the basis of the
individual's wages or self-employment income. When a. workmen's
compensation benefit is paid on other than a monthly basis, reduction
of disability benefits must be made in such amounts as will most
nearly approximate the prescribed reduction in the-case of those paid
on a mnonthly basis.
Sometimes it may not be clear whether or not an individual will
be eligible for a workmen's compensation benefit which would require
a reduction of disability insurance benefits. In such cases, the
Administrator may, as a condition to certification, require adequate
assurance of reimbursement in case such workmen's compensation
benefits do become payable. This might be accomplished through
agreements under which workmen's compensation agencies, individual
claimants, or insurance carriers would reimburse the trust fund in
such cases, if permitted by State law; or, in the absence of suitable
arrangements for reimbursement, disability insurance benefits can be
reduced temporarily by an amount based on a presumed wvorkmen's
compensation benefit, pending final outcome of the individual's claim
for workmen's comipensation.
"Workmen's compensation benefit" is defined as a cash benefit,
allowance, or compensation payable under any workmen's com
pensation law or plan of the United States or of any State.
Termination of entitlement to benefits by Administrator
Section 219 (f) empowers the Administrator to deny or terminate
entitlement to benefits of any individual who has refused to submit
himself for examination or reexamination in accordance with regula
tions, or has without good cause refused to accept available rehabilita
tion services under a State plan approved under the Vocational RehaIbilitation Act after being directed by the Administrator to do so.
'What constitutes "good cause" will be a matter for administrative
determination (subject to judicial review), based on findings of
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special hardship or other valid considerations in individual cases.
Benefits may also be denied or terminated if an individual is outside
the United States and the Administrator finds that adequate arrange
ments have not been made for determining or redetermining such
individual's disability. These provisions are designed to assure strict
proof of disability and continuing disability in order to protect the
trust fund and prevent the payment of benefits in doubtful cases.
Cooperation with agencies and groups
Section 219 (g): The Administrator is authorized by subsection (g)
of section 219 to enter into voluntary working agreements or other
wise secure the cooperation of appropriate public and private agencies,
groups, or organizations which may be able to assist disabled persons
and aid in the effective administration of disability benefits. It is
expected that there will thereby be achieved in this program the
same close cooperation with local sources for aiding the disabled as
exists today between the Bureau of Old-Age and Survivors Insurance
and local agencies in meeting the needs of aged, widowed, and child
beneficiaries.
Definitions of "disability" and "permanently and totally disabled
individuals"
Section 219 (h) defines "disability" as inability to engage in any
substantially gainful activity by reason of any medically demonstra
ble physical or mental impairment which is permanent. To meet
this definition, it will be necessary to show clearly through medical
and other evidence that the individual's impairment does in fact
render him incapable of performing any substantially gainful activity.
Under this definition, conditions which usually respond to therapy
and may normally be expected to result in recovery would be ruled
out, unless there are circumstances in a particular case, such as ad
vanced age of the claimant or history of previous episodes, which
will -lead medical judgment to the conclusion that the condition is
permanent.
"Blindness" also constitutes "disability." "Blindness" is defined
as central visual acuity of 5/200 or less in the better eye with correct
ing lenses; anD eye in which the visual field is reduced to 50 or less con
centric contraction is considered as having a central visual acuity of
5/200 or less. A medical finding of blindness would alone be sufficient
proof that a claimant is a "permanently and totally disabled individ
ual." Permanently disabled blind persons whose visual handicap
does not meet this definition may, nevertheless, meet the general defini
tion of disability if they are found unable to engage in any substan
tially gainful activity by reason of visual impairment.
A "permanently and totally disabled individual" is one who has a
disability as defined above.
Definition of "~period of disability"
Section 219 (i) defines "period of disability" as including the period
of one or more consecutive calendar months for which an individual
was entitled to a disability insurance benefit and, in addition, (1) where
the application for disability benefits is filed before 1953, the six or
more calendar months preceding such period and following the month
in which the disability determination'date occurs, or (2) where appli
cation for benefits was filed after 1952, the six calendar months pre
ceding such period.
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FROM DISABILITY INSURANCE

BENEFITS

EventsJorwhich deductions are made
Section 220 (a) of the Social Security Act as amended by the bill
specifies the events which will cause 'disability insurance benefits to
be suspended for any month. Deductions in the amount of the dis
ability insurance benefit will be made for any month in which the
beneficiary (1) rendered services for remuneration of more than $50
in any type of employment anywhere, whether or not included as em
ployment for coverage purposes under section 210; oi (2) is charged,
pursuant to subsection (c), with net earnings of more than $50 from
any type of self-employment, whether or not included as self-employ
ment income under section 211 (see subsec. (d)); or (3) fails to submit
himself for examination in accordance with regulations; or (4) refuses
without good cause to accept rehabilitation services available to him
under a State plan approved under the Vocational Rehabilitation Act
after direction to do so; or (5) is outside the United States, and no
adequate arrangements have been made for determining or redeter
mining his disability. If in the judgment of the Administrator it will
aid in the process of rehabilitation, the Administrator may, for a
period not to exceed 12 months, suspend or modify the wage and selfemployment earnings limitations of clauses (1) and (2) above with
respect to any individual who is receiving rehabilitation services under
an approved State plan.

Occurrence of more than one event
Section 220 (b) provides that only a single deduction will be made
(i. e., an amount equal to 1 month's disability insurance benefit) for
any month in which there occurs more than one of the conditions
enumerated in subsection (a) which require deductions. Net earnings
from self-employment which are charged to a particular month will
be treated as an event occurring ina that month.

Months to which net earnings are charged
Section 220 (c) prescribes the method for charging to specific
months the net earnings from self-employment of disability-insurance
beneficiaries. (See sec. 203 (e) of the Social Security Act as amended
by the bill for similar, although not identical, provisions with respect
to the net earnings from self-employment of all other types of bene
ficiaries.) Any month to which the net earnings so charged exceed
$50 will be subject to a benefit deduction in accordance with section
220 (a) (2). No month of an individual's taxable year will be charged
with more than $50 of net earnings from self-employment unless net
earnings exceed the product of $50 times the number of months in
such year. In this case, each month of the year is first to be charged
with $50 of net earnings from self-employment; then the amount of
net earnings in excess of the product is to be charged in units of $50,
beginning with the last month of the taxable year and progressing
toward the first month of the taxable year. The paragraph provides
further that no part of the excess net earnings from self-employment is
to be charged to any month (1) for which the individual was not en
titled to a benefit under this title, or (2) in which any of the other de
duction events enumerated in section 220 (a) occurred, or (3) in which
the individual did not engage in self-employment. With respect to
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item (3), an individual is presumed to have engaged in self-employ
ment in a month until he shows to the satisfaction of the Adminis
trator that he rendered no su~bstantial services in such month with
respect to any trade or business the net income or loss of which is
includible in determining his net earnings from self-employment.
The methods and criteria for determining whether or not an individual
has rendered substantial services will be established by regulations.
Special rule for computation of net earningsfrom self-employment
Section 220 (d) provides that, for individuals receiving disability
insurance benefits, net earnings from self-employment will be com
puted in accordance with the provisions of section 211, en larged to
include income received from all types of self-employment, e. g., farm
ing, holding public office, or serving as a minister. This subsection
provides further that the net earnings of such individuals shall be
computed without regard to sections 116, 212, 213, 251, and 252 of the
Internal Revenue Code, which set forth special rules for computing
gross income and deductions of nonresident aliens and citizens of the
United States or its possessions residing abroad. The-effect of these
provisions is to take into account, in making benefit deductions, all net
income from self-employment that a citizen or alien disability bene
ficiary may earn whether within or outside the United States.
Penaltyforfailure to report certain events
Section 220 (e) imposes a penalty deduction equal to 1 month's
benefit, in addition to the regular deduction, for knowing failure to
report promptly the occurrence in a month of any of the deduction
events specified in section 220 (a) (other than the charging of net
earnings from self-employment in excess of $50, which is treated sepa
rately in subsection (f)). The first penalty deduction in any indi
vidual case will, however, not exceed 1 month's benefit, regardless of
the number of months for which the individual failed to report.
Report to Administrator of net earningsfrom self-employment
Section 220 (f) imposes a penalty deduction, equal to the benefit for.
the last month in the taxable year, for failure to report, by the fifteenth
day of the third month after the close of the taxable year, net earnings
from self-employment which would cause regular deductions under
section 220 (a) (2). After the fourth month following the close of
the taxable year, a penalty deduction in the same amount will be
imposed for each month or fraction of a month during which such
failure continues; but the total number of penalty deductions may
not exceed the number of months in the taxable year for which the
individual received and accepted benefits and for which deductions
for self-employment are imposed (see sec. 220 (a) (2)). For a, first
failure to report, only one penalty deduction will be imposed, even
though more than one such deduction would otherwise be made by
this subsection. If, before the end of the taxable year, the Adminis
trator is reasonably certain, from information received, tbat an indi
vidual's earnings for that year will result in benefit deductions, he
may immediately suspend such individual's benefit payments until
he determines whether or not deductions will be imposed for that
year. The suspensions so made are in the nature of temporary deduc
tions. After the report for the year becomes available and the
deductions to be imposed are finally established, any necessary adjust
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ment for the difference between the current suspensions and the
deductions imposed by section 220 (a) would then be made. He is
also authorized to require an individual, before the close of the
taxable year, to make a declaration of estimated net earnings from
-self-employment for that year and furnish other necessary information.
Failure to comply will constitute justification for assuming the
individual will have earnings for which deductions will be imposed
for the taxable year in question.
EFFECTIVE DATE IN

CASE

OF PUERTO RICO

Section 108 of the bill adds a new section 221 to the Social Security
Act which provides that Puerto Rico will be covered under title II of
the Social Security Act if the Governor certifies to the President of
the United States -that the Puerto Rican Legislature has adopted a
concurrent resolution to the effect that it desires coverage. Coverage
of Puerto Rico would be effective on January 1 of the first calendar year
beginning more than 90 days after receipt by the President of the
Governor's certification.
RECORDS OF WAGES AND

SELF-EMPLOYMENT

INCOME

Section 109 of the bill makes a number of technical amendments in
Section 205 of the Social Security Act and is intended principally to
clarify the statute of limitations in the present act which governs the
circumstances under which corrections or changes may be made in
earnings records maintained by the Administrator.
Because of the addition of benefits for a former wife divorced (sec.
202 (e) of the Social Security Act), section 109 (a) of the bill provides
for adding such individuals to the persons listed in section 205 (b) of
the Social Security Act who may request information regarding a wage
earner's or self-employed person's record.
Section 109 (b) of the bill revises section 205 (c) of the act in several
respects including changes necessary to provide for maintaining
records of earnings of self-employed persons. Paragraph (1) of the
revised 205 (c) includes definitions of "accounting period" and of
"time limitation" for convenience of reference and because of certain
necessary differences between the reporting of wages and of selfemployment income. The "time limitation" applied to wages and
self-employment income is coordinated with the corresponding period
within which taxes may be assessed. A definition of "survivor" is
included to simplify references throughout the subsection.
The term "accounting period" is defined as a calendar quarter in
the case of wages and a taxable year in the case of self-employment
income. The term "time limitation" is defined as 4 years 1 month
in the case of wages and 4 years 2 months 15 days in the case of
self-employment income. The term "survivor" is defined to mean a
spouse, former wife divorced, child, or parent who survives the wage
earner or self-employed person.
Paragraphs (2) and (3) of the revised section 205 (c) continue the
provisions of existing law as now contained in section 205 (c) (1) of
the Social Security Act and make such provisions applicable to selfemployment income. They direct the Administrator to establish and
maintain records of the earnings of individuals and to inform them,
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upon request, of the amounts in such records. They also make the
records evidence of the earnings of individuals and the absence of
entries for any period evidence that no wages were paid or selfemployment income derived during such period.
Paragraph (4) states the conditions under which the Administrator's
,records may be revised. Prior to the expiration of the time limita
tions, the Administrator may revise his records if any error in them
brought to his attention. This is the same as existing law. Changes,
however, have been made in the provisions relating to the effect of
the records and revisions which may be made in thein after the expira
tion of the time limitations. As changed, the provisions relating to
the Administrator's. records after the 4-year time limitation provide
that, after such period, (1) the amounts of wages or self-employment
income as shown on the records for any period shall be conclusive for
such period; (2) the absence of any entry in the records as to the wages
alleged to have been paid by an employer in an accounting period'
shall be presumptive evidence that no wages were paid by such
employer in the accounting period; and (3) the absence of an entry
as to self-employment income in an accounting period is conclusive
unless it is shown that a tax return of such income was filed before
the expiration of the time limitation following the accounting period.
However, certain corrections are specifically permitted after the end
,of the time limitation.
The presumption that no wages wer-e paid an individual by an em
ployer in a quarter lin the absence of an entry of such wages in the
records may be overcome by proof that the wages had been paid.
Where no entry of self-employment incomie appears on the records
and it is shown that a tax return was filed by the individual within the
time imnitation, the Administrator is required to enter upon the record
the self-employment income for such period.
The present provision of 205 (c) (3) of the Social Security Act, per
mitting revision of the records after the time limitation if the Adminis
-trator was on notice of an error before the end of the period, is deleted.
Determination of what constitutes "notice" has proved administra
tively cumbersome.
Instead paragraph (5) of section 205 (c) as
revised by the bill authorizes corrections after the time' limitation
if an application for monthly benefits or a lump-sum payment is filed
within the time limitation and no final decision has been made on it,
or if a written request for a revision of the records is made within the
time limitation, but no such revision may be made after final decision
-upon such application or upon such request.
In addition, the conditions under which the Administrator may
correct his records after the end of the time limitation, even though
no application for benefits or revision was filed within the period, are
expanded in ways designed to correct certain anomalies occurring
under existing law. The revised section 205 (c) would permit revi
sion after the end of the time limitation
(1) To correct any mechanical, clerical, or other errors apparent
on the face of the records.
(2) To transfer items to or from records of the Railroad Retire
nibent, Board, if such items were reported to the wrong agency.
(3) To delete or reduce any items entered through fraud.
(4) To conform the Administrator's records wit~h specified
tax returns or informational statements filed with the Commis

-is
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sioner of Internal Revenue. ilowever, in the case of a tax or
information return in respect of self-employment income filed
after the end of the time limitation following the taxable year,
corrections of the Administrator's records will not be made
except to include self-employment income for such year in an
amount not in excess of the amount (if any) which has been de
leted (after the end of the time limitation) as payments errone
ously included in such records -as wages paid to such individual
during such taxable year. This prohibition against entries with
respect to self-employment income after the end of the time lim
itation applies not only to cases in which the individual volun
tarily files a tax return, but also to cases in which the Commis
sioner asserts an underpayment of the self-employment tax.
(5) To include wages paid by an employer to an individual in
an accounting period where there is a complete absence of any
entry in the records of wages having been paid by such employer
during such period.
(6) To enter certified items transferred by the Railroad
Retirement Board in cases in which survivors benefits under the
Social Security Act are to be based on a combination of socialsecurity wages and railroad compensation.
Paragraph, (6) of the revised section 205 (c) continues the require
ment in existing law that written notice of any deletion or reduction
of wages be given to the individual whose record is involved where he
has previously been notified by the Administrator of his wages for
the accounting period involved. Notice of a deletion or reduction
of self-employment income is required to be given to the individual
involved in all cases because such individuals, having made out their
own returns, have notice of the amount of self-employment income that
should be shown on the records. An individual's survivor is also to
be notified of any deletion or reduction if either the individual or the
survivor has previously been notified of the amount of wages and
self-employment income appearing on the Administrator's records
for the accounting period involved.
Paragraph (7) of the revised section 205 (c) gives the Administra
tor discretion to prescribe the period, after any change or refusal to
change his records, within which an individual or his survivor may
be granted a hearing upon request. Under the present law, the hear
ing must be requested before the running of the time limitation
or within 60 days thereafter; but may not be requested thereafter.
Thus some individuals have a very long period within which to make
a request while other individuals have no opportunity to request a
hearing. Under the amendment, the Administrator will have the
authority to establish reasonable and equitable regulations governing
the period within which a hearing must be requested.
Paragraph (8) continues existing law providing for judicial review
(as provided in section 205 (g)) of the Administrator's decisions under
section 205 (c).
Section 109 (c) of the bill further amends section 205 of the Social
Security Act by the addition of three new subsections. These deal
with special problems arising out of extension of coverage to employees
of nonprofit institutions and certain Federal employees and the neces
sity for continuing the provisions of existing law for the coordination
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between survivors benefits under the Social Security Act and the
Railroad Retirement Act.
The new subsection (o) gves effect to the special arrangements for
covering employees of nonprofit organizations without jeopardizing
the tax-exempt status of these organizations. In the provisions of the
bill amending the Internal Revenue Code it is provided that nonprofit
organizations are entitled to an exemption from the employer tax of
the program, but that an organization may waive its exemption and
pay the employer tax. Subsection k.o) provides that if the employer
has waived his exemption the employee will receive full credit toward
benefits for wages paid for employment for the nonprofit organization;
otherwise the employee will receive credit for only half the wages paid
for such employment.
The new subsection (p) provides that if no person exists who could,
upon application, become entitled to a monthly survivors annuity
under section 5 of the Railroad Retirement Act of 1937, or to a lumpsum payment under subsection (f) (1) of that section, with respect to
the death of an employee (ats defined in such act), railroad compensa
tion shall be counted on the same basis as- old-age and survivors
i.nsurance wages or self-employment income in determining the rights
of the employee's survivoi~s to a lump-sum death payment or to
monthly survivors benefits under the Social Security Act. The sub
section would not permit transfer of compensation credited by reason
of military service where the employee is credited with wages under
title II of the Social Security Act for such service for the same period
of time. None of the provisions of the subsection would be applicable
where larger benefits would be payable under title II without its
application. This section, like the new section -202 (j) provided for
in section 101 (a) of the bill, is necessary to -continue the existing
coordination of survivors benefits under the railroad retirement and
old-age and survivors insurance programs.
Paragraph (1) of the new subsection (q) provides that the Federal
Security Administrator shall not make determinations as to employ
ment or wages with respect to service in the employ of the United
States or its wholly owned instrumentalities, but shall accept the
determinations of the bead of the appropriate Federal agency or
instrumentality. This provision represents an. extension of present
provisions of title II of the Social Security Act applicable to services
for the Maritime Commission and the Bonneville Power Administra
tion. Heads of agencies or instrumentalities are authorized by
paragraph (2) to make necessary certifications to the Federal Security
Administrator with respect to services under their jurisdiction.
Paragraph (3) makes the subsection applicable to service in certain
activities conducted by an instrumentality of the United States
subject to the jurisdiction of the Secretary of Defense (such as post
exchanges) and designates the Secretary of Defense as the head of such
instrumentalities for the purposes of the title.
MISCELLANEOUS AMENDMENTS

Section 110 of the bill makes several changes of a technical nature
in the remaining provisions of title II of the Social Security Act.
Since States entering into agreements with the Federal Security
Administrator for coverage of the State and local employees are re
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quired (under the new sec. 218 of the Social Security Act) to pay
amounts equivalent to the employer and employee taxes to the Secre
tary of the Treasury, provision is made for including such amounts as
part of the trust fund (sec. 201 (a)).
The time for the filing of the annual report of the Board of Trustees
of the trust fund has been moved from the first day of each regular
session of the Congress to March 1 of each year in order 'to give the
Federal Security Agency the additional time which experience has
shown it needs in order to assemble the data required for this report
(sec. 201 (b)).
Although the Board of Trustees is now required to submit an annual
report to the Congress, there is no authorization to have this report
printed. It is therefore neces~sary each year to pass a resolution
authorizing the printing of this report, in order, among other things,
to obtain a sufficient number of printed copies for the Members and
the staff of the Con~gress. Section 110 of the bill would amend the
applicable provisions of the Social Security Act so as to authorize the
printing of the annual report as a House document (sec. 201 (b)).
Under the present law, all taxes collected for the old-age and
survivors program are appropriated to the trust fund, but any re
quired refunds of such taxes are made from general revenues. The
bill would change this by authorizing such refunds to be made from
the trust fund after 1949 (sec. 201 (f)).
In order to facilitate the operations of the Board of Trustees of the
trust fund, the bill would amend the Social Security Act so as to
designate the Commissioner for Social Security of the Federal Se
curity Agency as secretary of the board (sec. 201 (b)). The board
would also be given the additional function of recommending admin
istrative procedures and policies designed to effectuate the proper
coordination of the social insurances (sec. 201 (b)).
The bill would eliminate from provisions relating to the trust fund
the authorization to appropriate to it from the general funds of the
Treasury such additional sums as may be required to finance the
benefits and payments provided by the insurance program.
In view of the addition of disability insurance to the existing pro
gram, the heading of title II of the Social Security Act and the title
of the Federal old-age-and survivors insurance trust fund have been
amended to include a reference to disability insurance.
This section of the bill would also do what has already been accom
plished in effect by the Reorganizaltion Plan of 1946 by changing
all references to the Social Security Board in title II of the Social
Security Act to the Federal Security Administrator. In addition,
references in title II to the Federal Insurance Contributions Act (the
short title of the Internal Revenue Code provisions relating to collec
tion of taxes for the old.-age and survivors insurance program) have
been changed to subehapters A and F of the Internal Revenue Code
in order to avoid confusion and to include the new provisions of the
code relating to the collection of taxes from the self-employed.
INCREASE OF EXISTING BENEFITS

Section 111 (a) of the bill provides a table by which the primary
insurance amount of certain individuals who have died or received
primary insurance benefits before 1950 may be increased. This
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method of increasing the benefits of individuals now on the rolls will
permit substantial administrative savings, as compared with individ
ual recomputation of benefit amounts, and will assure that the increased
amounts of benefits will reach the beneficiaries within a reasonable
time. The table has 'been so constructed that, on the average, benie
fits derived by its use will be about 70 percent higher than at present.
The percent of increase is larger for the lower benefits than for higher
ones.
The table to be used is as follows:

Prmr
nuac
benefit before 1910

Assumned avPrimary
erage monthly
nuac
wage for
amount after
proeo
computing
194
199 maximumn
benefits

$10-------------------$11--------------------$12--------------------$13--------------------$14---------------------

$15-----------------$16------------------$17-----------------$18-----------------$190----------------$20--------------------$21-----------------$22-----------------$23-----------------$24-----------------$25-----------------$26-----------------$27-----------------$21 -----------------

$21.00
26.30
27.150
28.70
29.80

30.90
32.00
533.10
34.20
535.20
30.30
37.40
38.70
40.30
42.40
44.50
46.30
47.80
49.00

$50.00
52.00
54.50
57.00
59.50

62.00
04.50
66.50
08.50
70.50
72.50
74.50
77.50
82.50
88.50
97.00
106.00
116.00
125.00

Primary insurance
benefit before 1950

Assumed avPrimary
erage monthly
,insurance
wage for
amount after proeo
1949
computing
maximum
benefits

$20--------------------$30--------------------$31--------------------$32--------------------$33---------------------

$34--------------------$35---------------------

$30 ----------------$37---------------------$38-----------------$39--------------------$40-----------------$41-----------------$42-----------------$43--------------------$44--------------------$45---------------------

$46------------------

150.00

133. 00

54.50

173.00

50.90
51.80
152.70
153.60

55.40
106.30
57.20
58.10
59.00
59.90
60.80
61.70
62.60
63.50
64.40
64.40

141.00
149. 00
157.00
165. 00

181.00
189.00
196.00
203.00
210.00
217. 00
224. 00
231. 00
238.00
244. 00
250. 00
210. 00

Subsection (b) provides that the table shall be used to determine
the increased primary insurance amount for any person to whom a
primary insurance benefit was paid for a month before 1950. Thus,
both the old-age benefit for any month after 1949 and the dependents
and survivors benefits based on the primary insurance amount of an
individual who had received a primary insurance benefit before 1950
will be increased as shown in the table. The table will also be used
to determine the new primary insurance amount in the case of an in
dividual who died before 1950, where a monthly benefit based on his
wages was paid for any month prior to 1952 or a lump-sum death pay
ment was made on the basis of his wages. In these cases of death
prior to 1950, the primary insurance benefit (to which the table is to
be applied) would be determined under the existing provisions of
title 11 of the Social Security Act, except that if the deceased individual
was a World War II veteran his primary insurance
would be
determined under the provisions of section 217 (a) of the amendeId act,
if this would result in a higher primary insurance benefit for him. The
primary insurance benefit so determined would then be increased
according to the table.
Under these provisions, the table will be applied where the primary
insurance benefit has been calculated under the old formula and some
benefit has been paid on the basis of that calculation. Most claims
for survivors benefits and for lump-sum death payments based on
-benefit
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deaths occurring prior to 1950 will have been made and a payment
certified prior to 1952. However, in those cases in which no paymnent
has been made for a month before 1952 for a death occurring before
1950, the calculation of benefits will be made on the basis of the new
formula as if the death had occurred after 1950. This will reduce the
administrative problems connected with the change in the method of
calculating benefits.
In the case of any individual living after 1949 who was entitled to

but was not paid primary insuiance benefits prior to 1950 (because he

never actually "retired"), and in the case of any individual who died
prior to 1950 and on the basis of whose record no monthly benefit was
paid for any month prior to 1952 and no lump-sumn death payment
was made, the primary insurance amount is determined under the new
formula contained in section 215 of the Social Security Act as amended
by this bill.
Subsection (c) provides that the primary insurance benefit of any
living individual to whom a primary insurance benefit was paid for any
month prior to 1950 shall, without application, be recomputed under
the existing benefit formula as of December 1949 if the individual
rendered services in that month for wages of $15 or more, or if he is a
World War II veteran. In the latter case, the recomputation is to be
made after the inclusion of wage credits on account of military service
as provided in section 217 (a) of the Social Security Act as amended
by this bill.
If the recomputed amount is larger than the previous amount, that
larger amount shall be the primary insurance benefit used in column I
of the table. The effect of this subsection is to base the individual's
increased primary insurance amount on the highest primary insurance
benefit which his wage record could yield as of December 1949.
Subsection (d) of section I111 of the bill provides that if the primary
insurance amount of an individual is determined by use of the table,
his average monthly wage shall, for the purpose of determining the
maximum amount of family benefits on his wage record, also be
determined by the table. This will assure maximum benefits reason
ably related to the new levels of the primiaryv insurance amounts
established bv the table. The new average wage, so determined will
not be reduced, for purposes of the maximuma, as the result of any
reconmputation under section 215 (g) of the Social Security Act.
Subsection (e) provides that when the table is to be used and an
individual's primary insurance benefit falls between the amounts
shown on any two consecutive lines in column I of the table (i. e.,
where it is not a multiple of $1),. his primary insuranc, amount and
average monthly wage shall be determined by regulations which will
yield results consistent with those obtained under the preceding
provisions for individuals whose present primary insurance benefits
are a multiple of $1. An example of how this subsection would be
applied follows: If an individual had a primary insurance benefit
before 1950 of $27.25, his primary insurance amount after 1949 will
be $48.10, which is one-fourth of the way between $47.80 (the new
primary insurance amount for an individual whose primary insurance
benefit before 1950 was $27) and $49 (the new primary insurance
amount for an individual whose primary insurance benefit before
1950 was $28). In such a ease the assumed average monthly wage
for the purpose of computing maximum monthly benefits after 1949
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will be $118.25, which is one-fourth of the way between $116 (the
assumed average monthly wage of an individual whose primary insur
ance benefit before 1950 was $27) and $125 (the assumed average
monthly wage of an individual whose primary insurance benefit before
1950 was $28). The provision for reducing the average monthly wage,
if it is not a multiple of $1, to the next lower multiple of $1 (sec.
215 (c) (3)

(C) of the Social Security Act as amended by the bill)

does not apply to the assumed average monthly wage since column III
of the table states specifically that the amounts therein are the ones
which will be applied for purposes of section 203 (a) of the Social
Security Act as amended by the bill. Furthermore, since the indi
vidual benefits, as distinguished from the average monthly wage,
which are not a multiple of $0.10, are to be rounded to the next
higher multiple of $0.10 (pursuant to sec. 215 (h) of the Social Security
Act as amended by the bill), the primary insurance amount will be
$48.10 for individuals who had a primary insurance benefit before
1950 falling within the range of $27.18 to $27.25, both inclusive; and
for all such cases the assumed average monthly wage, for the purpose
of computing the maximum monthly benefits payable on the same
wage record, will be $118.25.
TITLE II-AmENDMENTS TO INTERNAL RiEvENuE CODE
RATE OF TAX ON WAGES

Section 201: This section amends clauses (2) and (3) of sections
1400 and 1410 of the Internal Revenue Code. Under existing law
the rate of the employees' tax and of the employers' tax for the
calendar years 1950 and 19,51 is 1% percent; and the rate of each
such tax for the calendar year 1952 and subsequent calendar years is
2 percent. Under the amendment the rates of each tax are as
follows:
Perce'nt

For the
For the
For the
For the
For the

calendar
calendar
calendar
calendar
calendar

year 1950---------------------------1
years 1951 to 195, inlsv--------------2
years 1960 to 1964, inclusive ------------------------2
years 1965 to 1969, inclusive ---------------------------- 3
year 1970 and subsequent calendar years---------------- 33,

EXEMPTION OF NONPROFIT ORGANIZATIONS

Section 202: Subsection (a) of- this section makes a technical
amendment to section 1410 of the Internal Revenue Code, which
section prescribes the rates of employers' tax. The' amendment

substitutes "SEc. 1410.

IMPOSITION OF TAX." for "SEc. 1410. RA.TE
OF' TAX." and adds the subheading "(a) RATE OF TAX.-". This sub

section of the bill also adds section 1410 (b) which contains a reference
to section 1412, added by the bill, containing an exemption from the
tax inmposed by section 1410 of the code.
Subsection (b) of this section of the bill amends part II of sub
chapter A of chapter 9 of the Internal Revenue Code by adding at
the end thereof a new section 1412. Section 1412 (a) exempts from
the tax imposed by section 1410 certain organizations organized and
operated exclusively for religious, charitable, scientific, literary, or
educational purposes, or for the prevention of cruelty to children or
animals, provided a waiver filed by such an organization-employer
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pursuant to section 1412 (b) is not in effect. (Existing law provides,
no exemption to such organizations from the employers' tax imposed.
by sec. 1410, but such organizations are not now taxed under such
section because sec. 1426 (b) (8), which is changed by sec. 205 (a) of
the bill, excludes services performed in the employ of such organiza
tions from the definition of employment.) Section 1412 (b) permits
employers described in section 1412 (a) to file waivers of the exemp
tion accorded themn by section 1412 (a). An organization-employer
which has duly filed a waiver of its exemption from the employers'
tax is liable for such tax with respect to wages paid during the period
such waiver is in effect. The liability of such employer for the tax
is in all respects the same as the liability of any other employer for
the tax and is collectible and enforceable in the same manner as the
liability of any other employer. The waiver and any notice of ter
mination or of revocation of the notice of termination are required to
be filed in such form. and manner, and with such official of the Bureau
of Internal Revenue, as may be prescribed by regulations made under
the Federal Insurance Contributions Act. The waiver shall be effect
ive for the period beginning after the close of the calendar quarter in
which filed, but in no case prior to January 1, 1950. The organization
may terminate the waiver, effective at the end of a calendar quarter,
upon giving 2 years' advance notice, provided the waiver has been in
effect for not less than 5 years prior to the receipt of such notice. An
organization which files a notice of termination, may revoke such
notice by giving, prior to the close of the calendar quarter specified in
the notice of termination, a written notice of revocation. Section
1412 (c) provides for the termination of the waiver by the Commis
sioner of Internal Revenue under circumstances involving failure or
inability of the employer to comply with the provisions of the Federal
insurance Contributions Act. The Commissioner is required to give.
such employer not less than 60 days' advance notice in writing that.
the period covered by such waiver will terminate at the end of the.
calendar quarter specified in such notice. The Commissioner may
revoke such notice of termination by giving to the employer, prior to,
the close of the calendar quarter specified in the notice of termination,.
written notice of such revocation. Neither notice of termination nor
notice of revocation may be given by the Commissioner to an employer
without the prior concurrence of the Federal Security Administrator.
Section 1412 (d) provides that if a waiver is terminated by the em
ployer, no waiver may again be made by such employer pursuant to.
section 1412.
Subsection (c) of this section of the bill provides that the amend
ments made by section 202 of the bill slball be- applicable only wijth
respect to remuneration paid after December 31, 1949.
FEDERAL SERVICE

Section 203: Subsection (a) of this section amends part II of sub
chapter A of chapter 9 of the Internal Revenue Code by adding after
section 1412 (added by sec. 202 of the bill) a new section 1413. Sec
tion 1413 makes ineffectual as. to the tax imposed by section 1410 of
the code (with respect to remuneration paid after 1949) those provi
sions of any statute (irrespective of the date of enactment thereof)
which grant to any instrumentality of the United States an exemp

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

119

tion from taxation, unless such statut~e grants a specific exemption
from the tax imposed by section 1410 by an express reference to such
section. The exemptions from Federal taxation granted by various
existing statutes to certain Federal instrumentalities without specific
reference to the tax imposed by section 1410 are rendered inoperative
insofar as the exemptions relate to the tax imposed by section 1410,
without the necessity of specifically amending such exemption statutes.
Some Federal instrumentalities whose exemption from the tax im
posed by section 1410 is rendered inoperative by section 1413 are as
follows: Federal Reserve banks, Federal Deposit Insurance Corpora
tion, Federal Savings and Loan Insurance Corporation, Reconstruction
Finance Corporation, the Federal National Mortgage Association,
Federal land banks, national farm-loan associations, Federal Farm
Mortgage Corporation, Federal intermediate credit banks,. Central
Bank for Cooperatives, production credit corporations, production
credit associations, regional banks for cooperatives, Federal home-loan
banks, and Federal credit unions. With respect to subsequent legis
lation of Congress which might grant a general exemption from taxa
tion to an instrumentality of the United States, section 1413 provides,
as a rule of construction, that such general exemption (lacking a
specific reference to the tax imposed by sec. 1410) is not to be construed
as providing an exemption from the tax imposed by section 1410.
Subsection (b) of this section of the bill amends section 1420 of
the code, relating to the collection and payment of the taxes. imposed
by sections 1400 and 1410 of the code, by adding at the end thereof a
new subsection (e). Section 1420 (e) relates to the employees' and
employers' taxes imposed with respect to certain services performed
in the employ of the United States or in the employ of any instru
mentality which is wholly owned by the United States. The head
of the Federal department, agency, or instrumentality, having con
trol over the services performed in the employ of such department,
agency, or instrumentality, or such agent or agents as may be desig
nated by such head, shall (1) determine whether an individual has
performed services which constitute employment as defined in section
1426 of the code, (2) determine the amount of remuneration which
constitutes wages as defined in section 1426, and (3) make the re
quired return and payment of the taxes imposed by sections 1400
and .1410. A person making such return' may, for convenience of
administration, make payments of the employers' tax imposed under
section 1410 without regard to the $3,600 limitation in section 1426
(a) (1) (as amended by sec. 204 (a) of the bill), and he shall not be
required to file a claim for refund, or obtain a refund, of any amount
paid as tax under section 1410 on that part of the remuneration not
included in wages by reason of section 1426 (a) (1). This provision
does not authorize such person to disregard the $3,600 limitation as
to remuneration paid for services included in returns made by his
reporting unit.
The provision will relieve a person making a return on behalf of
any Federal department or agency of ascertaining whether any wages,
have been reported for the particular employee during the calendar,
year by any other reporting unit of any, Federal department, or agency
and will relieve any person making a return on behalf of a wholly
owned instrumentality of ascertaining whether any wages paid the
particular employee during the calendar year by such instrumentality
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have been reported by any other reporting unit of such instruamen
tality. The head or agent of an instrumentality in determining the
amount of remuneration for services performed in employment which
constitutes wages as defined in section 1426 may not, take into con
sideration amounts of remuneration paid by any other instrumen
tality or any Federal department or agency.
Section 1420 (e) is also made applicable to services, performed by
a civilian employee who is not compensated from funds appropriated
by the Congress, in the Army and Air Force Exchange Service, the
Army and Air Force Motion Picture Service, Navy Ship's Service
Stores, Marine Corps Post Exchanges, or any other activity, con
ducted at installations of the National Military Establishment for the
benefit and morale'of personnel of the armed forces by an instrumen
tality of the United States subject to the jurisdiction of the Secretary
of Defense. For purposes of section 1420 (e) the Secretary of
Defense is deemed to be the head of any such instrumentality.
Subsection (c) of section 203 of the bill amends section 1411 of the
code, relating to adjustments of the employers' tax imposed by section
1410 of the code, by adding thereto a special provision with respect to
remuneration receiv'ed from the United States or a wholly owned
instrumentality thereof during any calendar year after the calendar
year 1949. The amendment Provides that, for the purposes of section
1411, each head of a Federal department, agency, or instrumentality
who makes a return pursuant to section 1420 (e) of the code and each
agent, designated by the head of a Federal department', agency, or

instrumentality, who makes a return pursuant to section 1420 (e) shall
be deemed a separate employer.

Thus, adjustments of the tax im

posed by section 1410 will be made by the reporting unit by which the

erroneous underpayment or overpayment was made. For the cor
responding amendment with respect to the employees' tax imposed by
section 1400 of the code and for the provisions with respect to special
refunds of employees' tax in the case of Federal services, see section
1401 (d) (4) of the code, as added by section 204 (c) of the bill.
Subsection (d) of section 203 of the bill provides that the amend
ments made by such section shall be applicable only with respect to
remuneration paid after December 31, 1949.
DEFINITION OF' WAGES

Section 204: This section, applicable only with respect to remunera
tion paid after 1949, amends section 1426 (a) of the Internal Revenue
Code, which defines the term "wages" for the purposes of the Federal
Insurance Contributions Act, and also amends section 1401 (d) of the
code, relating to special refunds of employees' tax imposed by section
1400 of the code. Subsection (a) of this section of the bill amends sec
tion 1426 (a), which contains the definition of wages. Under existing
law the term "wages" means all remuneration for employment, in
cluding the cash value of all remuneration paid in any medium other
than cash, with certain specific exceptions. The amendment retains
this provision of existing law which precedes the numbered paragraphs
containing the exceptions. The bill increases the $3,000 limitation
contained in section 1426 (a) (1) of existing law to $3,600, and adds
thereto an amendment which provides that remuneration specifically
excepted from wages shall be disregarded in computing the amount
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of remuneration with respect to employment which constitutes wages.
Thus, if during a calendar year an employee receives remuneration
from his employer on account of medical or hospitalization expenses
in connection with sickness or accident disability, and if such re
muneration is excluded from the definition of wages under the pro
visions of section 1426 (a) (2) or (4) (as amended by the bill), such re
muneration paid to the employee will not be taken into account in
applying the, $3,600 limitation. Section 204(a) of the bill also adds a
provision with respect to the computation of the $3,600 limitation
where one employing entity is succeeded by another employing entity
under certain prescribed conditions.
The annual $3,600 limitation on the amount of remuneration with
respect to employment that constitutes wages applies only to remuner
ation received by an employee from the same employer. Under
existing law, where during a calendar year an employee is employed
by a new employer, the first $3,000 of remuneration with respect to
employment paid to him by the new employer during that year con
stitutes wages and is subject to tax regardless of the amount of such
remuneration which might have been paid to him in the same year
by a prior employer. In applying this rule, the Bureau of Internal
Revenue has held that, if a member of a partnership dies and the trade
or business is continued without interruption by the surviving partners
who retain all the employees who have been performing services for
the former partnership, the dissolution of the old partnership by opera
tion of law and the organization of the new partnership result in
the new partnership being considered as a new employer. The new
partnership, under the Bureau's rulings, is taxed on the first $3,000 of,
remuneration with respect to employment paid, during the calendar
year in which it was formed, to an employee who, had been employed
by the predecessor partnership and whose services were retained,
although the predecessor may in the same year have already paid
tax on wages of $3,000 paid to such employee. Similar results have
been reached as a consequence of a corporate merger or consolidation,
or where an individual incorporates his business and continues to
operate the same enterprise through ownership of all the stock of the
corporation.
The amendment made by this section of the bill prevents the dupli
cation of tax in cases such as those described above and in all other
cases where an employer acquires substantially all the property used
in a trade or business of another person, or used in a separate unit of
such a trade or business, if immediately after the acquisition the em
ployer employs in his trade or business (whether or not in the same
trade or business in which the acquired property was used) an em
ployee who immediately prior to the acquisition was employed in the
trade or business of the predecessor. If the acquisition involves only
a separate unit of the trade or business of the predecessor, the em
ployee need not have been employed by the predecessor in that unit
provided that he was employed in the trade or business of which the
acquired unit was a part. Under the amendment remuneration with
respect to employment paid to such employee by the predecessor (or
considered as having been paid by the predecessor) during the calen
dar year in which the acquisition occurs (and prior to the acquisition)
is attributed to the successor employer for the purpose of determining
whether such employer has in such calendar year paid $3,600 wages
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to such employee. The application of the amendment may be illus
trated by the following example:
Example: The Y corporation acquires all the property of the X
manufacturing company and immediately after the acquisition em
ploys in its trade or business employee A, who, immediately prior to
the acquisition, was employed by the X company. The X company
has in the calendar year in which the acquisition occurs (and prior to
the acquisition) paid $2,000 of wages to A. If the Y corporation pays
to A in that year remuneration with respect to employment of $2,000,
only $1,600 of such remuneration will be considered to be wages. For
the purposes of the $3,600 limitation, the Y corporation will be credited
with the $2,000 paid to A by the X company. If, in the same calendar
year, the property is acquired by the Z company from the Y corpora
tion and A immediately after the acquisition is employed by the Z
company in its trade or business, no part of the remuneration paid to
A by the Z company in the year of the acquisition will be considered
to be wag-es. The Z company will be credited with the remuneration
paid to A by the Y corporation and also with the wages paid to A by
the X company (considered for the purposes of the amendment as
having also been paid by the Y corporation).
in the case of a transfer or acquisition of property by a corporation
exemnpt from income tax under section 101 (6) of the code, the activity
in which such corporation is engaged is considered to be its trade or
business for the purpose of determining whether the transferred prop
,erty was used in the trade or business of the predecessor and for the
purpose of determining whether the employment by the predecessor
and the successor of an individual whose services were retained by the
-successor constituted employment in a trade or business. Thus, if a
,charitable or a religious organization acquires all the property of
.another such organization and retains the services of employees of the
predecessor, remuneration paid to such employees by the predecessor
in the year of the acquisition (and prior to such acquisition) will be
~attributed to the successor for the purposes of the $3,600 limitation.
A suiicessor employer may receive the credit for remuneration paid
to an employee by a predecessor only if the acquisition included sub
stantially all the property used in a trade or business of the predeces
sor, or in a separate unit of such a trade or business. All the property
used in the separate unit of a trade or business may consist of all the
property used in the performance of an essential operation of the
trade or business, or it may consist of all the property used in a rela
tively self-sustaining entity forming a part of the trade or business.
For example, if the R company, which manufactures a type of motor
-driven machine, discontinues the manufacturing of motors and trans
fers all the property used in such manufacturing to the S company,
the S company will be considered to have acquired the motor mnanu
facturing unit of the R company. Similarly, the acquisition of one
of a chain of retail stores will constitute the acquisition of a separate
umit of the trade or business of the predecessor.
'Paragraph (2) of section 1426 (a) as amended by the bill retains
the provision of existing law which excludes from the term "wages"
the amount of any payment made to, or on behalf of, an emplo-yee
-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 anry amiount paid by an employer for insurance
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,or annuities, or into a fund, to provide for any such payment), on
-account of (1) an employee's retirement, or (2) an employee's sickness
,or accident disability, or (3) medical or hospitalization expenses in
,connection with sickness or accident disability of an employee, or
(4) the death of an employee. Under present law payments made
under a plan or system providing for death benefits are not excluded
from wages if the employee has certain options or rights, such as t~he
option to receive, instead of the provision for such death benefit, any
part of such payment made by the employer, or the right to assign
the death benefit or to receive a cash consideration in lieu thereof.
'The amendment removes such conditions imposed under existing law
with respect to payments providing for death benefits. Paragraph
(2) excludes from wages only those payments which are made for one
or mnore of the stated purposes.
Paragraph (3) of section 1426 (a) as amended by the bill excludes
from wages any payment made to an employee (including any amount
paid by an employer for insurance or annuities, or into a fund, to
provide for any such payment) on account of retirement, irrespective
.of whether such payment is made pursuant to a plan or system such
as is contemplated under section 1426 (a) (2).
Paragraph (4) of section 1426 (a) as amended by the bill excludes
from wages any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sickness or
accident disability, made by an employer to, or on behalf of, an em
ployee after the expiration of six calendar months following the last
calendar month in which the employee worked for such employer.
This provision of law will have application in any instance where the
payment is not made pursuant to a plan or system and therefore is
not excepted from wages by section 1426 (a) (2). In order for a pay
ment to be excepted under this provision, the payment made by the
employer to, or on behalf of, the employee must be m.1ade by reason
of the employee's sickness or accident disability or by reason of medi
cal or hospitalization expenses in connection with such employee's
sickness or accident disability and there must have elapsed immedi
ately prior to the calendar month in which the payment is made at
least six consecutive calendar months during which the employee
,did no work for the employer.
Paragraph (5) of the amended section 1426 (a) contains an additional
exclusion from the term "wages" with respect to certain payments
from or into a trust exempt from tax under section 165 (a) of the code
or under or to an annuity plan which meets the requirements of section
165 (a) (3), (4), (5), and (6). Under this paragraph a payment made
by an employer into a trust or annuity plan is excepted from wages at
the time of such payment, if the trust is exempt from tax under sec
tion 165 (a) of the code or the annuity plan meets the requirements of
section 165 (a) (3), (4), (5), and (6) at the time the payment is made
thereto. A payment to, or on behalf of, an employee from a trust or
under an annuity plan is also excepted from wages under this paragraph
if at the time of the payment to, or on behalf of, the employee, the
'trust is exempt from tax under section 165 (a) or the annuity plan
meets the requirements of section 165 (a) (3), (4), (5), and (6). How
ever, a payment made to an employee of an exempt trust as remunera
tion for services rendered as such employee and not as a beneficiary
of the trust is not within the exclusion.
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Paragraph (6) of the amended section 1426 (a) continues without
change the existing exclusion from wages (sec. 1426 (a) (3)) of pay
ments by an employer (without deduction from the remuneration of, or
other reimbursement from, the employee) of the employees' tax im-~
posed by section 1400 of the code and employee contributions under
State unemployment-eompe-nsation laws:
Paragraphs (7) and (8) of the amended section 1426 (a) contain
additional exclusions from the ter'm "wages." Paragraph (7) exeludes any payment of remuneration made in any medium other than
cash (as, for example, lodging, food, clothing, or car tokens or weekly
transportation passes) to an employee for services not in the course of
the employer's trade or business (including domestic service in a
private home of the employer). The additional exclusion provided
by paragraph (8) eliminates from the term "wages" the remuneration
(other than vacation or sick pay) of a stand-by employee who has
attained age 65 and whose employment relationship has not termi
nated, if the employee does no work for the, employer in the period for
which such remuneration is paid.
Section 1426 (a) as amended by the bill contains no provision com
parable to paragraph (4) of existing law which excludes from the
term "wages" dismissal payments'which the employer is not legally
required to make. Therefore, a dismissal payment, which is any pay
ment made by an employer on account of involuntary separation of
the employee from the service of the employer, will constitute wages
subject, of course, to the $3,600 limitation, irrespective of whether
the employer is, or is not, legally required to make such payment.
Section 1426 (a) as amended by the bill expressly includes as re
muneration paid to an employee by his employer cash tips or other
cash remuneration customarily received by an employee in the couirse
of his employment -from persons other than the person employing him;
except that, in the case of cash tips, only so much of the amount thereof
received during any calendar quarter as the employee, before the ex
piration of 10 days after the close of such quarter, reports in writing
to his employer as having been received by him in such quarter is
considered as remuneration paid by his employer, and payment of the
amount so reported is considered as having been made to the employee
on the date on which such report is made to the employer. The deter
mination of whether cash tips or other cash remuneration is customar
ily received by an employee will depend, not on the identity of the
employee, but in a large part, on whether the service is of such a nature
and is rendered under such circumstances and in such place or business
establishment as makes the receipt of such payment by the individual
performing the services not unusual. If a restaurant, hotel, or other
establishment includes a specified amount in the bill presented to the
customer or patron as a charge in lieu of tipping, the amount thereof
collected by the employer and turned over to the employee is remuner
ation to the employee at the time paid by the employer and will not
be treated, under the amendment, as a tip which constitutes remune'r
ation only when reported to the employer by the employee. An ex
ample of an employee receiving "other cash remuneration" (i. e., other
than tips) is found in the case of an individual having the status of an
employee who pays for merchandise obtained from his employer for
resale and retains the total amount for which such merchandise is
sold.
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Subsectiofi (b) of section 204 of the bill amends section 1401 (d) (2)
of the code, relating to.-special refunds of employees' tax paid on
aggregate wages in excess of $3,000 received by an employee from more
than one employer during any calendar year after the calendar year
1946. The amendment restricts the scope of section 1401 (d) (2) to
wages received during the calendar year 1947, 1948, or 1949.
Subsection (c) of section 204 of the bill amends section 1401 (d)
of the code by adding thereto new paragraphs (3) and (4). Section
1401 (d) (3) has the effect of conforming the special refund 'provisions
to the increase in the limitation on wages from $3,000 to $3,600.
Paragraph (3), relating to wages received after 1949, provides that
if by reason of an employee receiving wages from more than one em
ployer during any calendar year after the calendar year 1949, the
wages received by him during such year exceed $3,600, the employee
-shall be entitled to a refund of any amount of tax, with respect to
-sucb wages, imposed by section 1400 of the code and deducted from
the employee's wages, whet her or not paid to the collector, which
-exceeds the tax with re'spect to the first $3,600 of such wages received.
The new section 1401 (d) (4), applicable to remuneration paid after
1949, contains special rules relating to special refunds and adjust
mnents of employees' tax in the case of Federal employees and special
rules relating to special refunds of employees' tax in the case of State
employees. Under subparagraph (A) of section 1401 (d) (4) each
head of a Federal department, agency, or instrumentality who makes
A return pursuant to section 1420 (e) of the code and each agent,
designated by the head of a Federal department, agency, or instru
mentality, who makes a return pursuant to such section are deemed
to be separate employers for the purposes of section 1401 (c) of the
'Code, relating to adjustments of employees' tax, and section 1401
(d) (3), relating to special refunds of employees' tax; and, for the
purposes of section 1401 (d) (3), the term "wages" includes the amount,
not to exceed $3,600, determined by each such head or agent as
constituting wages paid to an employee. Adjustments of the em
ployees' tax imposed by section 1400 of the code shall be made by the
-reportingunit by which the erroneous underpayment or overpayment
was made. (For provisions relating to adjustments of employers'
tax in the case of Federal employees, see sec. 1411 of the code, as
amended by sec. 203 (c) of the bill.) The amount of remuneration
of each employee reported on a return of a reporting unit to be included
as "wages" shall under no circumstances be in excess of $3,600 for a
calendar year and shall include only such amounts of remuneration
as the reporting unit shall have determined to constitute "wages" as
defined in sectionl1426. The amenadment is intended to protect fully an
employee of the United States or of an instrumentality wholly owned by
the United States from the payment of tax imposed under section 1400
in an amount in excess of the tax imposed with respect to the first
$3,600 of remuneration which is determined to constitute "twages" as
defined in section 1426.
Subparagraph (B) of section 1401 (d) (4) makes the special refund
provisions in section 1401 (d) (3) applicable to amounts equivalent to
employees' tax deducted in any calendar year after the calendar year
1949 from employees' remuneration by States, political subdivisions,
*or instrumentalities pursuant to agreements made under section 218
-of the Social Security Act (added by sec. 106 of the bill).
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Subsection (d) of section 204 of the bill provides that the amend
ment made by subsection (a) shall be applicable only with respect to
remuneration paid after IDecember 31, 1949; and that, in the case of
remuneration paid prior to January 1, 1950, the determination under
section 1426 (a) (1) of the code (prior to its amendment by the bill) of
whether or not such remuneration constituted wages shall be made as
if subsection (a) of section 204 of the bill had not been enacted and
without inferences drawn from the fact, that the amendment made by
such subsection is not made applicable to periods prior to January
1, 1950.
DEFINITION OF EMPLOYMENT

Section 205: This section amends subsection (b) of section 1426 of
the Internal Revenue Code, which defines the term "employment" for
the purposes of the Federal Insurance Contributions Act, and also
amends subsections (c), (e), (g), (h), (i), and (j) of section 1426 of the
code, which contain definitions pertinent to determinations of employ-.
ment.
Subsection (a) of tbis section of the bill, effective January 1, 1950,.
amends section 1426 (b). Under the amendment the term "employ
ment" is defined to mean any service performed after December 31,
1936, and prior to January 1, 1950, which constituted employment
under the law applicable to the period in which such service was per
formed; and also to mean (1) any service performed after December
31, 1949, 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 or American air
craft (both as defined in sec. 1426 (g)) under a contract' of service
entered into within the United States or during the performance of
which the vessel or aircraft touches at a port in the United States
(including an airport, in the case of an aircraft), if the employee is
employed on and in connection with the vessel or aircraft when outside
the United States, and (2) any service performed outside the United
States after December 31, 1949, by a citizen of the United States as an
employee of an American employer (as defined in see. 1426 (i)).
That portion of section 1426 (b) (of existing law) which precedes
the numbered paragraphs (these contain the exclusions from the, term
"employment") i changed substantively in only two respects. First,
the definition is extended to include service on or in connection with
an American aircraft to the same extent as service, already included
in the definition, on or in connection with an American vessel. Second,
the definition is extended to include service performed outside the
United States by a citizen of the United States as an employee of an
American employer (the definition of the term "American employer"
is discussed below in the explanation of subsection (e) of this section
of the bill). Under existing law service performed within or without
the United States (which otherwise constitutes employment) is covered
irrespective of the citizenship or residence of the employer or employee.
Under the amendment this is true with respect to service performed
either within the United States or on or in connection with an Ameri
can vessel or American aircraft, but in the case of service performed
outside the United States, other than on or in connection with an
American vessel or aircraft, only service (which otherwise constitutes
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employment) performed by a citizen of the -United States for an
American employer is covered.
The definition of the term ".employment" under the amendment, as
applied to service performed prior to January 1, 1950, is subject to
the pertinent exceptions under the law applicable to the period in
which the service was performed. The definition applicable to serv
ice performed on and after that date continues unchanged some of
the exceptions contained in.the present law, omits or revises others,
and adds certain additional ones.
Paragraph (1) continues the existing exception of agricultural labor,
but the definition of the term contained in subsection (h) of the exist
ing section 1426 is amended by subsection (d) of this section of the
bill.
Paragraphs (2) and (3) take the place of the exclusions set forth in
paragraphs (2) and (3) of existing law. The existing paragraph (2)
excludes from employment domestic service in a private home, local
college club, or local chapter of a college fraternity or sorority; and the
existing paragraph (3) excludes from employment casual labor not
in the course of the employer's trade or business. Subparagraph (A)
of the new paragraph (2) excludes from employment services not in
the course of the employer's trade or business (including domestic
service in a private home of the employer) performed on a farm (as
defined in sec. 1426 (h)) which is operated for profit. Generally, a
farm is not operated for profit, if it is occupied, primarily for resi
dential purposes, or is used primarily for the pleasure of the occupant
or his family such as for the entertainment of guests or as a hobby
of the occupant or his family. Subparagraph (B) of the new paragraph
(2) excludes from employment domestic service performed in a local
college club, or local chapter of a college fraternity or sorority, by
a student who is enrolled and is regularly attending classes at a
school, college, or university.
The new paragraph (3) excludes from employment service not in the
course of the employer's trade or business (including domestic service
in a private home of the employer) performed in any calendar quarter
by an employee, but only if the cash remuneration paid to an indi
vidual for such sezvice is less than $25 or such service is performed by
an individual who is not regularly employed by the employer to per
form such service. The amendment substitutes a cash and regularityof-employment test for the test set forth in existing law governing
casual labor. The cash test refers to the cash paid for services per
formed during a calendar quarter, regardless of when paid. Paragraph
(3) provides that an individual shall be deemed, for the purposes of
such paragraph, to be regularly employed by an employer during a cal
endar quarter only if (1) such individual performs for such employer
2-rvice of the prescribed character during some portion of at least
26 days during the ~alendar quarter, or (2) such individual was
regularly employed (determined in accordance with the test here
inbefore referred to in this sentence) by such employer in the per
formance of service of the prescribed character during the preceding
calendar quarter. As used in paragraph (3), the term "cash remuner
ation"'includes checks and other monetary media of exchange.
Paragraph (4) continues without change the present family employ
ment exclusion.
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Paragraph (5) continues without change the present exclusion of
service performed on or in connection with a vessel not an American
vessel, but extends the exclusion to service performed by an individual
on or in connection with an aircraft not an American aircraft if such
individual is employed on and in connection with such aircraft when
it is outside the United States.
Paragraphs (6) and (7) supersede paragraph (6) of existing law.
The existing paragraph excludes from employment service in the em
ploy (1) of the United States or (2) of an instrumentality of the United
States which is either wholly owned by the United States or exempt
from the employers' tax imposed by section 1410 of the code by virtue
of any other provision of law. The effect of the new paragraphs (6)
and (7) is to incluide as employment a portion of the Federal services
excluded from employment under existing law.
The new paragraph (6) excludes from employment service performed
in the employ of any instrumentality of the United States, if such instru
mentality is exempt from the employers' tax imposed by section 1410
of the code by virtue of any other provision of law which specifically
refers to section 1410 of the code in granting the exemption from the
tax imposed by such section. (In connection with par. (6), see the
explanation of sec. 1413, added by sec. 203 (a) of the bill.)
The new paragraph (7) excludes from employment service per
formed in the employ of the United States Government, or in the
employ of any instrumentality of the United States which is partly
or wholly owned by the United States, but only if (1) such service is
covered by a retirement system, established by a law of the United
States, for employees of the United States or of such instrumentality,
or (2) the service is of the character described in any one of a list of
13 special classes of excepted services. Determinations as to whether
the particular service is covered by a retirement system, of the req
quisite character are to be made on the basis of whether such service
is covered under a law enacted by the Congress of the United States
which specifically provides for the establishment of such retirement
system.
The special classes of excepted Federal services (in addition to
services covered under a federally established retirement system) are
as follows:
(A) Service performed by the President or Vice President of the
United States or by a Member of the Congress of the United States, a
Delegate to the Congress, or a Resident Commissioner;
(B) Service performed in the legislative branch of the United States
Government (service in the judicial branch of the U. S. Government is
excluded from employment under paragraph (7) by reason of the fact
that all service performed in such branch is covered by a retirement
system established by congressional enactment);
(C) Service performed in the field service of the Post Offie Depart
ment;
(D) Service performed in or under the Bureau of the Census of the
Department of Commerce by temporary employees employed for the
actual taking of any census (exclusive of clerical or other employees
employed for work other than in. the actual taking of the census);
(E) Service performed by an employee who is excluded by Execu
tive order from the operation of the Civil Service Retirement Act of
May 29, 1930, because of payment on a contract or fee basis;
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(F) Service performed by an employee for nominal compensation
of $12 or less per annum;
(G) Service performed in a hospital, home, or other institution of
the United States by a patient or inmate thereof;
(H) Service performed by an employee who is excluded by Execu
tive order from the operation of the Civil Service IRetirement Act of
May 29, 1930, because such employee is serving under a temporary
appointment pending -final determination of eligibility for permanent
or indefinite appointment;
(I) Service performed by a consular agent appointed under the
authority of section 551 of the Foreign Service Act of 1946;
(J) Service performed by student nurses, medical or dental interns,
residents-in-training, student dietitians, student physical therapists,
or student occupational therapists, assigned or attached to a hospital,
clinic, or medical or dental laboratory operated by any department,
agency, or instrumentality of the Federal Government, or by certain
other student employees described in section 2 of the act of August 4,
1947;
(K) Service performed in the employ of the Tennessee Valley Au
thority in a position which is covered by a retirement system estab
lished by such Authority;
(L) Service performed by an employee serving on a temporary basis
in case of fire, storm, earthquake, flood, or other emergency; or
(M) Service performed by an employee who is employed under a
Federal relief program to relieve him from unemployment.
The new paragraphs (6) and (7) have the effect of extending coverage
to Federal service (including service in the employ of instrumentalities
of the United States) not covered under a Federal retirement system
and not included in one of the special classes listed above in paragraphs
(A) to (M), inclusive. Service performed by most civilian and all
military personnel of the United States will be excluded from employ
ment since such services are covered by a retirement system estab
lished by a law of the United States. On the other hand, service
(which otherwise constitutes employment) in the employ 'of some
instrumentalities of the United States, such as Federal credit unions,
Federal home loan banks, Federal Reserve banks, national farm loan
associations, and production credit associations, will' be covered em
ployment under the amendments made by the bill.
Paragraph (8) supersedes the existing exclusion from employment
of service performed for State governments, their political subdivisions,
and certain of their instrumentalities.. The new paragraph (8) is
divided into subparagraphs (A) and (B). Subparagraph (A) excludes
from employment service (other than service to which subpar. (B) is
applicable-that is, certain service performed in the employ of a
political subdivision of a State in connection with the operation of a
public transportation system) 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. Although State and local government
employees (other than those to whom coverage is extended under
subpar.' (B)) are not covered for the purposes of the taxes imposed
under tbe Federal Insurance Contributions Act, provision is made
under title II of the Social Security Act for the coverage of such
employees for: .purposes of benefits by means of State compacts.
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Subparagraph (B) excludes from employment service performed in the
employ of any political subdivision of a State (including an instru
mentality of one or more political subdivisions of a State) in connection
with the operation of any public transportation system, subject to
the exception set forth in such subparagraph.
The effect of such exception is to include as employment servicer
performed by an employee in the employ of any political subdivision
of a State (including an instrumentality of one or more political sub
divisions) in connection with the operation of any public transporta
tion system whose service is not included under an agreement entered
into pursuant to section 218 of the Social -Security Act (relating to the
coverage of State and local government employees for the purposes
of title II of the Social Security Act) and (1) who became an employee
of such political subdivision in connection with and at the time of its
acquisition after 1936 of such transportation system or any part
thereof; and (2) who prior to such acquisition rendered services which
constituted employment in connection with the operation of such
transportation system or part thereof. However, in the case of an
employee described in clauses (1) and (2) of the preceding sentence
who became such an employee in connecion with an acquisition made
prior to January 1, 1950, service of the prescribed character performed
by such employee will not constitute employment if the political
subdivision employing him files with the Commissioner of Internal
Revenue prior to January 1, 1950, a statement that it does not favor
the inclusion under subparagraph (B) of any employee acquired in
connection with any such acquisition made prior to January 1, 1950.
Paragraph (9), which takes the place of the existing exclusion from
employment of service performed for certain religious, charitable,
scientific, literary, educational, or humane organizations, excludes
service performed by a duly ordained, commissioned, or licensed
minister of a church in the exercise of his ministry or by a member of a
religious order in the exercise of duties required by such order. The
change in this provision extends coverage to service performed for
such nonprofit organizations, except as such service may be excluded
under the new paragraph (9) or other numbered paragraphs of section
1426 (b) of the code. The exclusion contained in the new paragraph
(9) applies to the performance of services which are ordinarily the
duties of such ministers or members of religious orders. The duties.
of ministers include the ministration of sacerdotal functions and the
conduct of religious worship, and the control, conduct, and mainte
nance of religious organizations (including the religious boards,
societies, and other integral agencies of such oiganizations), under the
authority of a religious body constituting a church- or church denom
ination.
Paragraph (10) continues without change the existing exclusion of
service performed by an employee or employee representative covered
by the railroad retirement system.
Paragraph (1 1) revises certain exclusions contained in paragraph
(10) of existing law, and omits others. Subparagraph (A) of para
graph (1 1) excludes service performed in any calendar quarter in the
employ of any organization exempt from income tax under section 101
of the code, if the remuneration for such service is less than $100 ($45.
or less under existing law). The dollar test under subparagraph (A) is
the amount earned in a calendar quarter and not the amount paid in a.
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calendar quarter. Subparagraph (B) excludes service performed in
the employ of a school, college, or university, whether or 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.
Paragraphs (12) and (13) continue without change the present
exclusion of service performed in the employ of a foreign government
or of a wholly owned instrumentality of a foreign government under
certain prescribed conditions.
Paragraph (14) continues wvithout change the exclusion of service
performed by certain student nurses and interns.
Paragraph (15) continues without. change the present exclusion of
certain fishing services.
Paragraph (16) continues without change the present exclusion of
services performed in the delivery and distribution of newspapers,
shopping news, -andmagazines und~er certain prescribed conditions.
Paragraph (17) continues without change the present exclusion of
service performed for an international organization.
Paragraph (18) excludes from employment service performed by
an individual in the sale or distribution of goods or commodities for
another person, off the premises of such person, under an arrangement
whereby such individual receives his entire remuneration (other than
prizes) for such service directly from the purchasers of such goods or
conmmodities, if such person makes no provision (other than by corre
sy~ondence) with respect to the tr-vining of such indlividual for the
performance of such service and imposes no requirement upon such
individual with respect to (1) the fitness of such individual to perform
such service, (2) the geographical area in which such service is to be
performed, (3) the volume of goods or commodities to be sold or
distributed, or (4) the selection or solicitation of customers. The
requirement as to fitness does not include a requirement as to the age
or sex of the individual.
Subsection (b) of section 205 of the bill, effective January 1, 1950,
amends subsection (e) of section 1426 of the code, which defines the
term "State." The'new subsection (e) contains three separate num
bered paragraphs. The new paragraph (1) defines the term "State."
Under the existing law the term "State" includes Alaska, Hawaii, and
the District of Columbia. The amendment also includes within such
term the Virgin Islands and, on and after the effective date specified
in section 1633 of the code (i. e.. the date on which the provisions of
title 1I of the Social Security Act are extended to Puerto Rico),
Puerto Rico. The new paragraph (2) provides that the term "United
States" when used in a geographical sense includes the Virgin Islands
and, on and after the effective date specified in section 1633, Puerto
Rico. The new paragraph (3). relating to the term "citizen of the
United States," provides that an individual who is a citizen of Puerto
Rico (but not otherwise a citizen of the United States) and who is
not a resident of the United States shall not be considered, for the
purposes of section 1426 of the code, as a citizen of the United States
prior to the effective date specified in section 1633. Paragraph (3)
is designed to exclude from employment (prior to the effective date
specified in sec. 1633) services performed by such a citizen of Puerto
Rico who works in Puerto Rico (or elsewhere outside the United
States) as an employee for an American employer (as defined in
sec. 1426 (i)).
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Subsection (c) of section 205 of the bill amends subsection (g) of
section 1426 of the code, which defines the term "American vessel,"
by making a change in the heading of such subsection and by adding a
definition of the term -"American aircraft." The term "American
aircraft" is defined, for purposes of the Federal Insurance Contribu
tions Act, to mean an aircraft registered under the laws of the United
States. Subsection (g) of this section of the bill provides that the
amendment made by subsection (c) shall be applicable only with
respect to services performed after December 31, 1949.
Subsection (d) of section 205 of the bill amends subsection (h) of
section 1426 of the code, which defines the term "agricultural labor"
for purposes of the Federal Insurance Contributions Act. Subsection
(b) of existing law contains four numbered paragraphs. The new sub
section (h) likewise contains four numbered paragraphs. Paragraph
(1) of existing law relates primarily to 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.' Paragraph
(2) of existing law relates primarily to service performed in the employ
of the owner, tenant, or other operator of a farm in connection with the
operation, management, conservation, improvement, or maintenance
of such farm and its tools and equipment, if the major portion Of
the service is performed on a farm. The new paragraphs (1) and (2)
continue without change the provisions of paragraphs (1) and (2) of
existing law.
Paragraph (3) of existing law includes as agricultural labor the fol
lowing services even though not performed on a farm: Services
performed 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 ex
clusively for supplying and storing water for farming purposes. The
new paragraph (3) includes as agricultural labor only services per
formed in connection with the production or harvesting of any com
modity defined as an agricultural commodity in section 15 (g) of the
Agricultural Marketing Act, as amended, or in connection with the
ginning of cotton. The effect- of the amendment to paragraph (3)
is to exclude from the definition of agricultural labor services per
formed in connection with the production or harvesting of maple sap,
or in connection with the raising or harvesting of mushrooms, or in
connection with the hatching of poultry, unless such services are
performed on a farm (as defined in sec. 1426 (h)). Thus, services
performed in connection with the operation of a hatchery, if not
or-erated as part of a poultry or other farm, will be covered employ
ment. Under the amendme~nt services performed in the processing
(as distinguished from the gathering) of manle sap into maple sirup
or maple sugar do not constitute agricultural labor, even though such
services are performed on a farm. Services performed in connection
with the operation or maintenance of ditches, canals, reservoirs, or
waterways used exclusively for supplying and storing water for farm
ing purposes, do not constitute agricultural labor, unless the major
part of such services is performed on a farm and such services are
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performed in the employ of the owner, tenant, or other operator of a
farm, in connection with the operation, conservation, improvement,
or maintenance of such farm.
Paragraph (4) of existing law includes as agricultural labor service
performed in the handling, planting, 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 commodity, provided such service is performed as
an incident to ordinary farming operations or, in the case of fruits or
vegetables, as an incident to the preparation of such fruits and vege
tables for market. Subparagraphs (A) and (B) of the new para
graph (4) are a complete revision of the afore-mentioned pro visions
of paragraph (4) of existing law. Under such subparagraph (A)
the term "agricultural labor" includes service performed in the em
ploy of the owner-operator, tenant-operator, or other operator of a
farm in handling, planting, 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
commodity in its unmnanufactured state, provided such operator
produced more than one-half of the commodity with respect to which
such service is performed. Undel' such subparagraph (B) the term
"lagricultural labor" includes service of the character described in the
preceding sentence performed in the employ of a group of operators
of farms (other than a cooperative organization), provided such oper
ators produced all of the commodity with respect to which such service
is performed. The tests "as an incident to ordinary farming opera
tions" and "as an incident to the preparation of fruits or vegetables
for market" have been stricken by the amendment and in lieu thereof
three tests have been substituted, namely, the status of the person.
for whom the service is performed, the state of the commodity with
respect to which the service is performed, and the extent to which
such commodity was produced by the operator or group of operators
in whose employ the service is performed.
Under existing law service of the prescribed character performed
with respect to fruits or vegetables in the- employ of any person con
stitutes agricultural labor, provided such service is performed "as an
incident to the preparation of such fruits or vegetables for market";
and such service with respect to all other agricultural or horticultural
commodities constitutes agricultural labor, if the service is performed
Has an incident to ordinary farming operations." Under the amend
ment service of the character prescribed therein is included as agri
cultural labor only if performed in the employ -of the operator of a
f arm or a group of operators of farms (other than a cooperative
organization). The term "operator of a farm" as used in paragraph
(4) means an owner, tenant, or other person in possession of a farm
and engaged in the operation of such farm. Service of the prescribed
character performed in the employ of a cooperative organization does
not constitute agricultural labor. The term "organization" as used
in subparagraph (B) includes corporations, joint-stock companies, and
associations which are treated as corporations under the Internal
Revenue Code. For the purposes of such subparagrapb, any unin
corporated group of operators shall be deemed a cooperative organiza-.
tion if the number of operators comprising such group is more than
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20 at any time during the calendar quarter in which the service in
volved is performed.
Under the amendment service of the prescribed character with
respect to an agricultural or horticultural commodity constitutes
agricultural labor only if the service is performed with respect to such
commodity in its unmanufactured state. The effect of this provision
is to exclude from the definition of agricultural labor under paragraph
(4) any service of the prescribed character performed with respect to
a commodity the character of which has been changed from its raw
or natural state by a processing operation. For example, the slicing
and sun-drying or dehydration of apples are not processing operations
which change the character of the apples, but the grinding of dried
apples or the pressing of raw apples into cider is a processing operation
which changes the character of the apples from their raw or natural
state. Whbere the service of the prescribed character is performed in
the employ of tbe operator of a farm, such service does not constitute
agricultural labor under the amendment unless such operator pro
duced more than one-hal of the commodity with respect to which the
service is performed. Where the service is performed in the employ
of a group of operators of farms (other than a cooperative organiza
tion), such service does not constitute agricultural labor under the
amendment unless such operators produced all of the commodity
with respect to which the service is performed. The term "com
modity" refers to a single agricultural or horticultural product, that
is, all apples are to be treated as a single commodity, while apples and
peaches are to be treated as two separate commodities. The service
with respect to each such commodity is to be considered separately.
Subparagraph (C) provides in effect that service of the prescribed
character performed in connection with commercial canning or com
niercial freezing or in connection with any agricultural or horticultural
commodity after its delivery to a terminal niarket for distribution for
consumption does not constitute agricultural labor under paragraph
(4). This provision is in all material respects the same as that in
existing law.
The new paragraph (4) continues without chaiige the definition of
-the term "farm, " but extends the application of such definition to the
entire section 1426 of the code, rather than limiting it to the definition
of the term "agricultural labor" as inexisting law.
Subsection (g) of section 205 Of the bill provides that the amend
ments to section 1426 (h) made by subsection (d) of this section of
the bill shall be applicable only with respect -to services performed
after December 31, 1949.
The amendment of the definition of "agricultural labor" for the
purposes of thre Federal Insurance Contributions Act will auto
matically be applicable for the purposes of income-tax withholding
on wages (for services performed after. 1 949), since section 1621 (a) (2)
of the code (defining "wages" for income-tax withholding) provides
that the term "wages" shall not include remuneration paid for "agri
cultural labor" as defined in section 1426 (h).
Subsection (e) of section 205 of the bill amends section 1426 of the
code by striking out subsections (i) and (j), relating respectively to
certain services performed for the War Shipping Administration or the
United States Maritime Commission and to certain services performed
for the Bonneville Power Administrator (these. provisions are super
seded by the new sections 1420 (e) and 1426 (b) of the code), and by
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inserting in lieu thereof a new subsection (i). The new subsection (i)
defines the term "American employer," for purposes of the Federal
Insurance Contributions Act, to mean an employer which is (1) the
United States or any instrumentality thereof, (2) an individual who
is a resident of the United States, (3) a partnership, if two-thirds
or more of the partners are residents of the United States, (4) a trust
all the trustees of which are residents of the United States, or (5) a
corporation organized under the laws of the United States or 'of any
State. Subsection (g) of this section of the bill -provides that the
amendment made by subsection (e) shall be applicable only with
respect to services performed after December 31, 1949.
Subsection (f) of section 205 of the bill conforms section 1426 (c) of
the code, relating to the included-excluded rule for determining em
ployment, to the change in the paragraph number of the exclusion
from employment of service performed by an individual,,covered under
the railroad retirement system.
DEFINITION OF EMPLOYEE

Section 206: Subsection (a) of this section amends subsection (d)
of section 1426 of the Internal Revenue Code, which defines the term
"employee" for the purposes of the Federal Insurance Contributions
Act.
The provisions of subsection (d) of section 1426, as amendedby the
bill, are identical with the provisions of section 210,(k) of the Social
Security Act as amended by section 104 (a) of the bill. The term
"employee", for the purposes of the Federal Insurance Contributions
Act, has exactly the same mean ing as when used in title II of the
Social Security Act as amended by the bill. A detailed discussion of
the new definition appears in the explanation in this report of the
term "employee" as defined in section 210 (k) of the Social Security
Act (added by section 104 (a) of the bill).
Subsection .(b) of section 206 of the bill provides that the amendment
made by subsection (a) shall be applicable only with respect to services
performed after December 31, 1949.
SELF-EMPLOYMENT INCOME

Section 207: Subsection (a) of this section amends chapter 9 of the
Internal Revenue Code by adding thereto subchapter F, entitled "Tax
on Self-Emiployment Income". Subchapter F, the short title of which
is the "Self-Employment Contributions Act", is comprised of sections
1640 to 1647, both inclusive.
Rate of tax
Section 1.640 imposes an income* tax for each taxable year beginning
after December 31, 1949, upon the self-employment income of every
individual. (The term "self-employment income" is defined in
section 1641 (b), which section is discussed below.) The rates of the
tax on such income for the respective taxable years are as follows:
For taxable years:
Beginning
Beginning
Beginning
Beginning
Beginning

Perenft
in 1950 ----------------------------------------------- 2 /4
after Dec. 31, 1950, and before Jan. 1, 1960--------------- 3
after Dec. 31, 1959, and before Jan. 1, 1965--------------- 3%/
after Dec. 31, 1964, and before Jan. 1, 1970--------4
after Dec. 31, 1969 ----------------------------------y

136

SOCIAL SECURITY ACT AMENDMENTS

OF 1949

Definitions
Section 1641 defines certain terms for the purposes of the SelfEmployment Contributions Act.
Definition of net earnings from self-employment
Subsection (a) of section 1641 defines the term "net earnings from
self-employment" for purposes of the Self-Employment Contributions
Act. Such term is defined to mean
(1) the gross income, as computed under chapter 1 of the
Internal Revenue Code, derived by an individual from any trade
or business carried on by such individual, less the deduction-,
allowed under chapter 1 which are attributable to such trade or
business; plus
(2) the distributive share of such individual -(whether or not
distributed) of the net income or loss, as computed under chapter
1 of the code, from any trade or business carried on by a partner
ship of which he is a member;
subject to the exclusion of certain trades and businesses provided in
section 1641 (c) and to certain special rules set forth in paragraphs (1)
through (8) of section 1641 (a) for computing such gross income and
deductions and such distributive share of partnership net income or
loss.
The gross income and deductions of an individual attributable to
a trade or business, for the purpose of ascertaining his net earnings
from self-employment, are to be determined by reference to the appli
cable income tax provisions in chapter 1 of the code. The trade or
business must be "carried on" by the individual, either personally or
through agents or employees, in order for the income to be included
in his "net earnings from self-employment." Accordingly, gross
income derived by an individual from a trade or business carried on
by him does not include income derived by a beneficiary from an estate
or trust even though such income is derived from a trade or business
carried on by the estate or trust.
An individual may be engaged in more than one trade or business.
If so, his net earnings from self-employment are the aggregate of his
net earmings from self-employment of each trade or business carried
on by him. Thus, a loss sustained in one trade or business of an
individual will operate to reduce the income derived from another
trade or business of such individual.
The net earnings from self-employment of an individual include,
in addition to the earnings from a trade or business carried on by
him, his distributive share of the net income or loss from any trade or
business carried on by each partnership of which he is a member.
The individual's distributive share of the net income or loss of the
partnership means his share of such net income or loss as computed
under chapter 1 of the code, subject to the special rules set forth in
section 1641 (a) (1) to (8) and the exemptions provided in section 1641
(c). In computing the net earnings from self-employment of a
partner, if the taxable year of the partner is different from that of
the partnership, the distributive share to be included in computing
the net earnings from self-employment of the partner shall be based
upon the net income or loss of the partnership for any taxable year
of the partnership (even though beginning prior to January 1, 1950)
ending within or with the taxable year of the partner. Only a
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partnership recognized as such for the purposes of chapter 1 is treated
as a partnership for the purposes of determining the net earnings
from self-employment of the partner. Accordingly, a partnership
which constitutes an association taxable as a corporation under the
provisions of chapter 1 is not recognized as a partnership for such
purposes. Moreover, only the net income or loss derived by the
partnership from carrying on a trade or business is taken into account.
Any net income or loss of the partnership derived from sources clearly
unrelated to the trade or business carried on by it is excluded in
determining the net earnings from self-employment of the partners.
The net earnings from self-employment of a partner include his
distributive share of the net income or loss of a partnership of which
he is a member, irrespective of the nature of his membership, as for
example, as a limited or inactive member.
Special rules for computing the gross income and deductions of an
individual from a trade or business and his distributive share of the
net income or loss of a partnership from a trade or business are set
forth in paragraphs (1) to (8), both inclusive, of section 1641 (a).
Paragraph (1) excludes rentals from real estate, including personal
property leased with the real estate, and deductions attributable
thereto, unless such rentals are received in the course of a trade or
business as a real estate dealer. If the individual is not in a trade or
business as a real estate dealer, all rentals from real estate, and deduc
tions attributable thereto, are excluded in computing his net earnings
from self-employment. For the purpose of determining whether the
individual is a real estate dealer, the tests are those applied under
chapter 1 of the code in determining whether a person is engaged in
the business of selling real estate to his customers. A person, who
merely owns real estate and receives rentals therefrom is not considered
a real estate dealer. On the other hand, a person who is engaged in
the business of selling real estate to customers with a view to the gains
and profits that may be derived therefrom is a real estate dealer, and
rentals received by him from such real estate are included for the
purposes of determining his net earnings from self-employmient.
Payments for the use or occupancy of entire private residences
or living units 'in duplex or multiple-housing units are generally
rentals from real estate. Except in the case of real estate dealers,
such payments are excluded under paragraph (1), even though in part
attributable to personal property furnished under the lease'. 'On the
other. hand, payments for the use or occupancy of rooms or other space
where services are also rendered to the occupant, such as for the use
or occupancy of rooms or other quarters in hotels, boarding houses, or
apartment houses furnishing hotel services, or in tourist camps or
tourist homes, or for the use or occupancy of space in parking lots,
warehouses, or storage garages do not constitute rentals from real
estate.
Paragraph (2) excludes the income, and deductions 'attributable
to such income, derived from any trade or business in which, if the
trade or business were carried on exclusively by employees, the major'
portion of the services would constitute agricultural labor as. defined
in section 1426 (h) of the code. In case the services are in part
agricultural and in part nonagricultural, the time devoted to the
performance of each type of service is the test to be used to determine
whether the major portion of the services would constitute agricultural
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labor. If more than half of the time spent in performing all the
services is spent in performing services which would constitute agri
cultural labor under section 1426 (h), all income, and deductions at
tributable to the income, shall be excluded. If only half, or less, of the
time spent in performing all the services is spent in performing
services which would constitute agricultural labor under section 1426
(h), all income, and deductions attributable to the income, shall be
included. In every case the time spent in performing the services
will be computed by adding the time spent in the trade or business
during the taxable year by every individual (including the individual
carrying on such trade or business and the members of his family)
in performing such services. The operation of paragraph (2) is not
affected by section 1426 (c), relating to the included-excluded rule
for determining employment.
Paragraph (3) excludes dividends on any share of stock, and inter
est on any bond, debenture, note, certificate, or other evidence of in
debtedness, issued with interest coupons or in registered form by any
corporation (including one issued by a government or political sub
division thereof), unless, such dividends and interest are received in
the course of a trade or business as a dealer in stocks or securities.
The effect of this -paragraph is to exclude all dividends except divid
ends received by a dealer in stocks or securities in the course of his
trade or business. Only interest of the specified character is cate
gorically excluded for all persons other than dealers in stocks or secu
rities. -Other interest received in the course of any trade or business
(such as interest received by a pawnbroker on his loans or interest
received by a merchant on his accounts or' notes receivable) is not
excluded in computing net earnings from self-employment.
A dealer in stocks or securities is a merchant of stocks or securities,
whether an individual or a partnership, with an established place of
business, regularly engaged in the business of purchasing stocks or
securities and reselling them to customers; that is, one who as a
merchant buys stocks or securities and sells them to customers with
a view to the gains and profits that may be derived therefrom. Per
sons who buy and sell or hold stocks or securities for investment or
speculation, irrespective of whether such buying or selling constitutes
the carrying on of a trade or business, are not dealers in stocks or
securities.
Paragraph (4) excludes (I) gains or losses which are considered under
chapter 1 of the code as gains or losses from the sale or exchange of
capital assets, (2) gains or losses from the cutting or disposal of timber
if section 117 (j) of the code is applicable to such gains or losses, and
(3) gains or losses from the sale, exchange, involuntary conversion, or
other disposition of property if such property is neither (A) stock in
trade or other property of a kind which would properly be includible
in inventory if on hand at the close of the taxable year, nor (B) prop
erty held primarily for sale to customers in the ordinary course of a
trade or business.
The effect of this provision is to exclude from the computation of'
net earnings from self-employment all gains or losses which are treated
as capital gains or losses under chapter 1 of the code, as well as gains
or losses arising from the disposition or conversion of property which
is not considered as either (1) stock in trade or other property of a
kind which would properly be includible in inventory if on hand at the
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close of the taxable year, or (2) property held primarily for sale to
customers in the ordinary course of a trade or business. Also in the
case of timber, even though held primarily for sale to customers, gain
or loss is excluded if section 117 (j) of the code is applicable to such
gain or loss. For the purpose of paragraph (4) (C) of section 1641 (a),
it is immaterial whet-her the property constitutes a capital asset
within the meaning of section 117 (a) of the code or whether such
prop erty was held for more or less than 6 mnonths. Moreover, it is
immaterial for the purposes of paragraph (4) (C) whether a gain or
loss is treated as a capital gain or loss or as an ordinary gain or loss for
the purposes of chapter 1. For instance, where the character of the
loss for income-tax purposes is governed by the provisions of section
117 (j) of the code, such loss is excluded under paragraph (4) (C) even
though such loss is treated under section 117 (j) as an ordinary loss.
As used in paragraph (4), the term "involuntary conversion" means
a compulsory or involuntary conversion of property into other property
or money as a result of its destruction in whole or in part, theft or
seizure, or an exercise of the power of requisition or condemnation or
the threat or imminence thereof. As used in such paragraph the term
"other disposition" includes the destruction of property by fire,
storm, shipwreck, or other casualty, even though there is no conver
sion of such property into other property or money.
Paragraph (5) provides that the deduction for net operating losses
under section 23 (s) of the code shall not be allowed.
Paragraph (6) prescribes the treatment to be accorded income
subject to community-property laws. Subparagraph (A) provides
that if any of the income derived by an individual from a trade or
business (other than a trade or business carried on by a partnership)
is community income under -community-property laws applicable to
such income, all of the gross income and deductions attributable to
the trade or business shall be treated as the gross income and deduc
tions of the husband unless the wife actually exercises substantially
all of the management and control of such trade or~business, in which
case all of such gross income and deductions shall be treated as the
gross income and deductions of the wife. "Management and control"
of the type to which reference is made in paragraph (6) is not the
management and control imputed to the husband under the com
munity-property laws but management and control in fact. For
example, a wif who operates a beauty parlor without any appreciable'
collaboration on the part of her husband will be considered as having
substantially all of the management and control of such business,
despite the provision of any community-property law vesting the
right of management and control over community property in the
husband, and the income and deductions attributable to the operation
of such beauty parlor will be considered the income and deductions
of the wife.
Subparagraph (B) provides that if any portion of a partner's dis
tributive share of the net income or loss from a trade or business
carried on by a partnership is community income or~loss under the
communlity-property laws applicable to stuch share, all of such distrib
utive share shall be included in computing the'net earnings from
self-employment of such partner; and no part of such share shall be
taken into account in computing the net earnings from self-employ
ment of the spouse of such partner.
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Paragraph (7) provides that, in the case of any taxable year begin
ning on or after the effective date specified in section 1633 (i. e., the
date on which the provisions of title II of the Social Security Act are
extended to Puerto Rico), the term "possession of the United States,"
as used in section 251 of the code, shall not include Puerto Rico; and
a citizen or resident of Puerto Rico shall compute. his net, earnings
from self-employment in the same manner as a citizen of the United
States and without regard to the provisions, of section 252 of the code.
In applying the provisions of paragraph (7), a citizen of the United
States who engages in the active conduct of a trade or business in
Puerto Rico may find that his income from such trade or business is
exempt from the income tax imposed by chapter 1 (by reason of the
provisions of sec. 251 of the code) but that the same income (sub
ject to the $3,600 limitation) is taxed as self-employment income.
Paragraph (8) excludes from net earnings from self-employment
income derived from the business of publishing a newspaper or other
publication, together with income derived from other activities con
ducted in connection therewith, where the newspaper or other pub
lication has a paid circulation. The paragraph also excludes all
deductions attributable to the production of such income. Under
this paragraph an individual who, either alone or in partnership,
publishes a newspaper, magazine, or periodical which is distributed
at a price must exclude all income and deductions attributable to
such publishing business in computing his net earnings from selfemployment. Income from-other activities conducted as an incident
to the publishing business, such as job printing or the furnishing of
news releases to radio stations, as well as the deductions attributable
thereto, is likewise excluded under this paragraph.
In computing net earnings from self-employment, thme rules appli
cable under chapter 1 of the code must be applied in determining the
taxable year in which items of gross income are to be included and the
taxable year for which deductions shall be taken. Thus, if an individ
ual uses the accrual method of accounting in computing net 'Income*
from a trade or business for the purposes of chapter 1, he must use the
same method in computing the gross income and deductions for selfemployment tax purposes. Likewise, if the taxpayer is engaged in a
trade or business of selling property on the installment plan and he
elects, under the provisions of section 44 of the code, to use the install
ment basis in computing income for the purposes of chapter 1 of the
code, he must use the same basis in computing the gross income and
deductions attributable to such trade or business for self-employment
tax purposes.
Definition of "self-employment income"
Subsection (b) of section 1641 defines the term "self-employment
income"~for the purposes of the Self-Employment Cont~ributions Act
Such term is defined to mean the net earnings from self-employment
derived by an individual, other than a nonresident alien individual,
during any taxable year beginning after December 31, 1949, except
for the exclusions provided in clauses (1) and (2) of such subsection.
Clause (1) excludes from self-employment income of an individual
that part of the net earnings from self-employment which exceeds
$3,600 reduced by the amount of the wages paid to the individual dur
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ing the taxable year. Thus, the maximum self-employment income
of any individual for any taxable year (whether a period of 12 months
or less) is $3,600; or, if wages are received, this maximimi is reduced
by the amount of such wages. For example, if during the taxable
year no wages are received and the individual has $5,000 of net earn
ings from self-employment, he has $3,600 of self-employment income
for such taxable year; or if the individual receives $1,000 of wages and
also has $5,000 of net earnings from self-employment, he has only
$2,600 of self-employment income for the taxable year. For the pur
poses of clause (1), the term "wages" includes remuneration paid to
an employee for services included uinder an agreement entered into
pursuant to section 218 of the Social Security Act (relating to the
coverage of State employees). Clause (2) provides in effect that if
an individual's net earnings from self-employment for the taxable
year are less than $400, such individual has no self-employment in
come for such taxable year. It should be noted, however, that it is
possible for an individual to have less than $400 of self-employment
income. This would occur in a case in which the individual's net
earnings from self-employment are $400 or more for a taxable year
and the individual also receives more than $3,200 but less than $3,600
of wages during the taxable year. For example, if ant individual has
net earnings from self-employment for a taxable year of $1,000 and
is also paid wages of $3,400 during the taxable year, his self-employ
ment income for such taxable year is $200.
Section 1641 (b) further provides that, in the case of any taxable
year beginning prior to the effective date specified in section 1633,
an individual who is a citizen of Puerto Rico (hut not otherwise a
citizen of the United States) and who is not a resident of the United
States (i. e;-, the 48 States, Alaska, Hawaii, and the District of Colum
bia) or of the Virgin Islands during the taxable year shall be consid
ered, for the purposes of computing self-employment income, as a
nonresi'dent alien individual. Accordingly, the net earnings from
self-employment of an individual described in the preceding sentence
would not constitute self-employment income. Section 1641 (b) also
provides that an individual who is not a citizen of the United Stat-s
but who is a resident of the Virgin Islands or, after the effective date
specified in section 1633, is a resident of Puerto Rico shall not, for
purposes of computing self-employment income, be considered to be a
nonresident alien individual. Accordingly, the net earnings from selfemployment of such an individual may constitute self-employment
income. The net earnings from self-employment of a citizen or resi
dent of the United States (including the Virgin Islands and, after the
effective date specified in sec. 1633, Puerto Rico) constitute selfemployment income, except* to the extent that such net earnings are
excluded from self-employment iacome under clause (1) or (2) of
section 1641 (b).
While a nonresident alien individual who derives income from a
trade or business carried on within the United States (whether by his.
agents or. employees or by a partnership of which he is a member) is
taxed on such income under chapter 1 of the code, such individual
(if he is treated under the Self-Employment Contributions Act as a
nonresident alien) will not pay a self-employment tax on any portion
of such income.
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Trade or business
Subsection (c) of section 1641 provides that, for the purposes of the
the Self-Employment Contributions Act, the term "trade or business"~
shall have the same meaning as when used in section 23 of the code,
except that such term shall not include, the, performance of certain
functions and services described in paragraphs (1) to (5), both in
clusive.
Paragraph (1) provides that the performance of the functions of a
public office does not constitute a trade or business. The term
" public office" includes any elective or appointive office of the Federal
Government or of a State or its political subdivision or of a wholly
owned instrumentality of any one or more of the foregoing, such as
'President, Vice President, governor, mayor, secretary of state, Mem
ber of Congress, State representative, county commissioner, judge,
county or city attorney, marshal, sheriff, register of deeds, or notary
public.
Paragraph (2) provides that the performance, of service by an
individual as an employee as defined in the Federal Insurance Contri
butions Act, with two except-ions, does not constitute a trade or
business. The exceptions are as follows:
(1) Service performed by an employee, who has attained the
age of 18, in, and at the time of, the sale of newspapers or maga
zines to ultimate consumers, under an arrangement under which
the newspapers or magazines are to be sold by the employee at a
fixed price, his compensation being based on the retention of the
excess of such price over the amount at which the newspapers or
magazines are charged to him, whether or not he is guaranteed a
minimum amount of compensation for such service, or is entitled
to be credited with the unsold newspapers or magazines turned
back; or
(2) Service performed by an employee, who has attained the
age of 18, in the sale or distribution of goods or commodities for
an employer, off the premises of the employer, under an arrange
ment whereby the employee receives his entire remuneration
(other than prizes) for such service directly from the purchasers
of such goods or commodities, if such employer makes no provision
(other than by correspondence) with respect to the training of the
employee for the performance of such service and imposes no
requirement upon the employee with respect to his fitness to
perform such service, the geographical area in which such service
is to be performed, the volume of goods or commodities to be
sold or distributed, or the selection or solicitation of customers.
Paragraph (3) provides that the performance of service by an
individual as an employee or employee representative as defined in
section 1532 of the code, that is, an individual covered under the
railroad retirement system, does not constitute a trade or business.
Paragraph (4) provides that the performance of service by a duly
ordained, commissioned, or licensed minister of a church in the exer
cise of his ministry or by a member of a religious order in the exercise
of duties required by such order does not constitute a trade or business.
This exception applies to the performance of services which are ordi
narily the duties of such ministers or members of religious orders.
The duties of ministers include the ministration of sacerdotal functions
and the conduct of religious worship, and the control, conduct, and
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maintenance of religious organizations (including the religious boards,
societies, and other integral agencies of such organizations), under the
authority of a religious body constituting a church or church denomi
nation.
Paragraph (5) provides that the performance of service by an in
dividual in the exercise of a profession as a physician, lawyer, dentist,
osteopath, veterinarian, chiropractor, or optometrist, or as a Christian
Science practitioner, or as an aeronautical, chemical, civil, electrical,
mechanical, metallurgical, or mining engineer, or the performance of
such service, by a partnership, does not constitute a trade or business.
The designations in this paragraph are to be given their commonly
accepted meaning. Thus, the term "physician" means an individual
who is legally qualified to practice medicine; and the term "lawyer"
means an individual who is legally qualified to practice law. In the
case of a partnership whose trade or business consists in the perform
ance of service in the exercise of any of the designated professions,
the partnership shall not be considered as carrying on a trade or busi
ness for purposes of the Self-Employment Contributions Act, and
none of the distributive shares of income or loss of such partnership
shall be included in computing, net earnings from self-employment of
any member of the partnership. On the other hand, where a partner
ship is engaged in a trade or business not within any of the -designated
professions, each partner must include his distributive share of the
income or loss of such part.~ierslhip in computing his net earnings from
self-employment, irrespective of whether such partner is also engaged
in the practice of one of such professions and contributes his pro
fessional services to the partnership.
Definition of employee and wagqes
Subsection (d) of section, 1641 provides that, for the purposes of
the Self-Employment Contributions Act, the term "employee" and
the term "wages" shall have the same meaning as when used in the
Federal Insurance Contributio ns Act. (For an explanation of these
terms, see the discussion of secs. 204 and 206 of the bill.)
.Definitionof taxable year
Subsection (e) of section 1641 provides that, for the purposes of the
Self-Employmient Contributions Act, the term " taxable year" shall
have the same meaning as when used in chapter 1 of the code. The
subsection further provides that the taxable year of an individual for
the purposes of the Self-Employment Contributions Act shall be a
calendar year unless the individual has a different taxable year for the
purposes of chapter 1, in which case the taxable year of such individual
for the purposes of the Self-Employment Contributions Act shall be
the same as his taxable year under chapter 1. Thus, if a taxpayer's
net income under chapter 1 is computed upon the basis of a fiscal year,
his taxable year for the purposes of the Self-Employment Contribu
tions Act shall be such fiscal year. Likewise, if by reason of a change
in accounting period or for some other reason a taxpayer makes a
return under chapter 1 for a fractional part of a year, his taxable year
for the purposes of the Self-Employment Contributions Act shall be
the same period as that for which his return is made- under chapter 1.
Howover, section 47 (c of the code, relating to placing net income on
an annual basis for purposes of chapter 1 due to a change in accounting
period, is not applicable to the computation of net earnings from self
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for purposes of the Self-Employment Contributions Act.

If a taxable year of a taxpayer under chapter 1 of the code is termi
nated by the Commissioner of Internal Revenue under section 146 of
the code, the taxable year of the taxpayer for purposes of the SelfEmployment Contributions Act is likewise terminated.
Nondeductibility of tax
Section 1642 provides that the tax imposed by section 1640 upon
self-employment income shall not be allowed as a deduction to the
taxpayer in compueting his net income for any taxable year for the
purposes of the income tax imposed by chapter 1 of the code or by
any act of Congress in substitution therefor.
Collectio~n and payment of tax
Section 1643 makes provision for the collection and payment of the
tax on self-employment income. Subsection (a) of section 1643
provides that the tax on self-employment income imposed by section
1640 shall be collected by the Bureau of Internal Revenue, under the
direction of the Secretary of the Treasury, and shall be paid into the
Treasury of the United States as internal revenue collections.
Subsection (b) of section 1643 provides that, if the tax on selfemployment income is not paid when due, there shall be added as
part of the tax interest at the rate of 6 percent per annum. from the
date the tax became due until paid.
Subsection (c) of section 1643 authorizes the Commissioner of
Internal Revenue, with the approval of the Secretary of the Treasury,
to prescribe the manner, times, and conditions, not inconsistent with
the Self-Employment Contributions Act, under which the tax on
self-employment income shall be collected and paid.
Subsection (d) of section 1643 provides that in the payment of the
tax on self-employment income a fractional part of a cent shall be
disregarded unless it amounts to one-half cent or more, in which case
it shall be increased to 1 cent.
Overpayments and underpayments
Section 1644 provides that if the tax on self-employment income is
overpaid or underpaid with respect to any taxable year, the amount of
the overpayment shall be refunded, and the amount of the underpay
ment shall be collected, in such manner and at such times, subject to
the applicable statute of limitations provided in section 3312 or 3313
of the code, as may be p~rescribed by regulations made under the
Self-Employment Contributions Act.
Rules and regulations
Section 1645 authorizes and directs the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, to make
and publish such rules and regulations as may be necessary for the
enforcement of the Self-Employment Contributions Act.
Other laws applicable.
Section 1646 provides that all provisions of law, including penalties
and statutes of limitations, applicable with respect to the tax imposed
biy section 2700 of the code shall, insofar as applicable and not incon
sistent with the provisions of the Self-Employment Contributions Act,
be applicable with respect to the tax imposed. by such act.
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Title of subchapter
Section 1647 provides that subchapter F of chapter 9 of the code
may be cited as the "Self-Employment Contributions Act."
MA/iscellaneous provisions
Section 207 (b) of the bill amends subchapter E of chapter 9 of
the code by adding at the end thereof two new sections, namely,
sections 1633 and 1634.
Eg~fective date in case of Puerto Rico
Section 1633 provides that, if the Governor of Puerto Rico certifies
to the President of the United States that the legislature of Puerto
Rico has resolved, by concurrent resolution, that it desires the exten
sion to Puerto Rico of the provisions of title II (old-age, survivors,
and disability insurance benefits) of the Social Security Act, then the
effective date referred to in section 1426 (e) of the code (relating to,
the terms "State," "United States," and "citizen of the United
States"), section 1641 (a) (7) of the code (relating to the computation
of net earnings from self-employment in certain cases), and section
1641 (b) of the code (relating to the computation of self-employment
income) shall be January 1 of the first calendar year which begins
more than 90 days after the date on which the President of the United
States receives such certification.
Collection of taxes in Virgin Islands and Puerto Rico
Section 1634 provides that, notwithstanding any other provision
of law respecting taxation in the Virgin Islands or Puerto Rico, all
taxes imposed by the Federal Insurance Contributions Act and the
Self-Emplo~yment Contributions Act shall be collected by the Bureau
of Internal Revenue under the direction of the Secretary of the
Treasury a~nd shall be paid into the Treasury of the United States as
internal-revenue collections.
Nonapplicabilify of section 3801
Section 207 (c) of the bill amends section 3801 of the code by adding
at the end thereof a new subsection (g). Subsection (g) provides
that the provisions of section 3801 shall not be construed to apply
to any tax imposed by chapter 9 of the code.
MISCELLANEOUS

AMENDMENTS

Your committee. considers it desirable that the definition of the
terms "wages" and "employment," as used in the Federal Unemploy
ment Tax Act (subch. C of ch. 9 of the Internal Revenue Code),
and the definition of the term "wages," as used in subchapter D of
chapter 9 of the code, relating to the withholding of income tax at
t~he source on wages, should be conformed in many respects to t~he
definitions of those terms as used in the Federal Insurance Contribu
tions Act, as amended by sections 204 (a) and 205 (a) of the bill.
Section 208 (a) (1) of the bill amends section 1607 (b) of the code,
relating to the definition of the term "wages," so as to conform the
provisions thereof, with two exceptions, to the provisions of section
1426 (a) of the code, as amended by section 204 (a) of the bill. The
first exception is that under the amendment to section 1607 (b) (1)
there is excluded from the definition of the term" wages" the amount of
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remuneration paid to the employee during any calendar year in excess
of $3,000, rather than the amount in excess of $3,600 as provided in the
amendment of section 1426 (a) (1). The second exception is that the
amendment to section 1607 (b) (7) (relating to remuneration paid in
any medium other than cash for service not in the course of the
employer's trade or business) does not include the reference to domes
tic service in a private home of the employer which is contained in
the amendment to section 1426 (a) (7), since no change has been
made in the domestic service exception under the Federal Unemploy
ment Tax Act. For an explanation of the amendment to section 1607
(b), see the explanation in this report of the amendment to section
1426 (a) made by section 204 (a) of the bill. The amendment to
section 1607 (b) is applicable only with respect to remuneration paid
after December 31, 1949; however, it is provided in the bill that in
the case of remuneration paid prior to January 1, 1950, the determina
tion under section 1607 (b) (1) of the code (prior to its amendment
by the bill) of whether or not su~h remuneration constituted wages
shall be made as if this amendment had not been enacted and without
inferences drawn from the fact that the amendment is not made appli
cable to periods prior to January 1, 1950.
Section 208 (b) (1) of the bill amends section 1607 (c) (3) of the
code, relating to the exclusion from the definition of the term "employ
ment" of casual labor not in' the course of the employer's trade or
business, so as to conform such provision (with one exception) to the
provisions of section 1426 (b) (3) of the code, as amended by section
205 (a) of the bill. The one exception is that the amendment to
section 1607 (c) (3) does not contain the last sentence of the amendment
to section 1426 (b) (3), relating to domestic service in a private home
of the employer, since no change has been made in the domestic-service
exception under the Federal Unemployment Tax Act. For an ex
planation of the amendment of section 1607 (c) (3), see the explanation
in this report of the amendment of section 1426 (b) (3) made by section
205 (a) of the bill. The amendment is applicable only with respect
to services performed after December 31, 1949.
Section 1607 (c) (10) (A) (i) of the code excludes from the defini-.
tion of the term "employment" service performed in any calendar
quarter in the employ of any organization exempt from income
tax under section 101 of the code, if the remuneration for such service
does not exceed $45. Section 208 (b) (2) of the bill amends section
1607 (c) (10) (A) (i) so as to exclude from such definition service per
formed in any calendar quarter in the employ of stich an organization
if the remuneration for such service is less than $100. Section 1607
(c) (10) (E) of the code excludes from the definition of the term
"(employmfent" 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 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). Section
208 (b) (3) of the bill amends section 1607 (c) (10) (E) so as to
exclude such service regardless of the amount of the remuneration.
These amendments to section 1607 (c) (10) are applicable only with
respect to services performed after December 31, 1949, and will more
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closely conform the treatment of such services under the Federal
'Unemployment Tax Act to that accorded to such services under the
Federal Insurance Contriroutions Act as amended by section 205 (a)
of the bill.

Section 208 (c) (1) of the bill amends section 1621'(a) (4) of the

code, relating to the exclusion from the definition of the term "wages"
of remuneration paid for casual labor not in the course of the em
ployer's trade or business, so as to conform such income-tax with
holding provision (with one exception) to the provisions of section
1426 (b) (3) of the code, as amended by section 205 (a) of the bill.
The one exception is that the amendment to section 1621 (a) (4) does
not contain the reference to domestic service contained in the amend
ment to section 1426 (b) (3), since no change has been made in the
domestic service exception under the income-tax withholding pro
visions. For an explanation of the amendment of section 1621 (a) (4),
see the explanation in this report of the amendment of section 1426
(b) (3) made by section 205 (a) of the bill . The amendment is ap
plicable only with respect to remuneration paid after December 31,
1949.
Section 208 (c) (2) of the bill amends section 1621 (a) (9) of the
code, relating to the exclusion from the definition of the term "wages"
of remuneration paid for services performed as a minister of the gospel,
by conforming such income-tax withholding provision to the provisions
of section 1426 (b) (9) of the code, as amended by section 205 (a) of the
bill. For an explanation of the amendment of section 1621 (a) (9),
see the explanation in this report of the amendment of section 1426
(b) (9) made by section 205 (a) of the bill. Section 208 (c) (2) of the
bill also amends section 1621 (a) of the code by adding thereto a new
paragraph (10), relating to the exclusion from the definition of the
term "wages" of remuneration paid for services performed by news
paper carriers and newspaper and magazine vendors, which provision
conforms to the provisions of section 1426 (b) (15) of the code, redesig
nated section 1426 (b) (16) by section 205 (a) of the bill. Section
208 (c) (2) of the bill also adds at the end of section 1621 (a) of the
code a provision relating to the treatment as remuneration paid by
the employer of tips and other cash remuneration customarily received
by an employee in the course of his employment from persons other
than the person employing him. This provision is identical with the
provision at the end of section 1426 (a) of the code, as amended by
section 204 (a) of the, bill. For an explanation of the provision, see
the explanation in this report of the amendment by section 204 (a) of
the bill. These amendments 'are applicable only with respect to
remuneration paid after December 31, 1949.
Section 1403 (b) of the code provides a civil penalty of not more than
$5 for each willful failure of an employer to furnish to an employee a
wage statement as required by section 1403 (a) of the code. Section
208 (d) of The bill amends section 1403 (b) so as to make the penalty
for each such willful failure exactly $5, and to provide that such
penalty shall be assessed and collected in the same mannei as the tax
imposed by section 1410 of the code. The amendment is effective
with respect to violations of section 1403 (a) occurring on or after
January 1, 1950.
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TITLE III-AMENDMENTS TO PUBLIC ASSISTANCE AND CHILD WEL
FARE PROVISIONS OF THE SOCIAL SECURITY ACT
REQUIREMENTS

OF STATE PLANS

Titles I, IV, and X of the Social Security Act provide for payments
to the States to assist them in meeting the cost of providing, respec
tively, old-age assistance, aid to dependent children, and aid to the
blind. To be eligible for these Federal payments a State must sub
mit a plan which is approved by the Federal Security Administrator
as meeting certain requirements specified in the respective titles.
Most of these requirements are identical for all three titles and, con
sequently, several of the amendments made by the bill in these
requirements are identical.
Requirements relating to lair hearing and trainingprogramfor personnel
Section 301 of the bill would amend section 2 (a) of the Social
Security Act, wh-ichl specifies the requirements State old-age assistance
plans must meet in order to be approved and thereby make the State

eligible for Federal payments.

Clause (4) of section 2 (a) now re

quires State plans to provide for granting a fair hearing before the
State agency administering or supervising the administration of the
plan to an individual whose claim for old-age assistance is denied.
This clause would be amended to make it clear that such a hearing
is also required in case the claim for assistance is not acted upon
within a reasonable time.
Clause (5) of section 2 (a) of the Social Security Act now requires
the State plan to provide such methods of administration as are
necessary for the proper and efficient administration of the State plan.
Among the amendments made to this clause in the 1939 revision of the
Social Security Act was a specific inclusion of methods relating to the
establishment and maintenance of personnel standards on a merit
basis. The bill would amend clause (5) so as to include specifically
as a method of administration a training program for the personnel
necessary for administration of the plan.
These new requirements of State plans would take effect July 1,
1951.
The same changes would be made in clauses (4) and (5) of sections
402 (a) and 1002 (a) of the Social Security Act (relating to State plans
for aid to dependent children and aid to the blind, respectively) by
sections 321 and 341, respectively, of the bill.
I
Requirement relatingto opportunity to apply for as~sistance and receive it
promptly
The provisions of section 3 (a) of the Social Security Act are also
amended by the bill by the addition of a new clause (9). This clause
would add a specific requirement designed to make it clear that a
State plan, in order to he approved, must provide that all individuals
wishing to make application for assistance shall have an opportunity
to do so and that assistance shall be furnished promptly to all eligible
individuals. This new requirement would take effect July 1, 1951.
The same addition has been made by sections 321 and 341 of the bill
to sections 402 (a) and 1002 (a), respectively, of the Social Security
Act, although in the latter case the new clause is numbered (11).
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Standardsfor institutions
Another addition made to section 2 (a) of the Social Security Act by
section 301 of the bill would be applicable to State plans for old-age
assistance which include payments to individuals in private or public
institutions. In such cases, the State plans would, effective July 1,
1953, have to provide for the establishment or designation of a State
authority or authorities to be responsible for establishing and main
taining standards for such institutions.
The same addition would be made to section 1002 (a) of the Social
Security Act by section 341 of the bill, although in this case the new
clause would be numbered (12). This requirement has not been made
applicable to State aid to dependent-children plans.
Receipt of assistanceunder more than one plan
Under existing law it is not possible, because of the age require
ments, for an individual to be eligible for aid under both a State plan
for old-age assistance and a State plan for aid to dependent children.
Under the new clause (11) of section 402 (a) of the Social Security
Act (as added by sec. 321 (b) of the bill), however, the State plan for
aid to dependent children must, to be approved, provide that no aid
will be furnished under the plan with respect to any individual for
any period for which he is receiving old-age assistance under a State
plan approved under title I of the act. The reason for this require
ment is the addition of the relative with whom a dependent child is
living as a recipient who may be eligible for aid to dependent children
with respect to which the Federal Government will make a contribu
tion.
For similar reasons the existing requirement in section 1002 (a) (7)
of the Social Security Act that approved State plans for aid to the
blind prohibit payments to any individual for the same period that
he receives aid under an approved plan for old-age assistance has been
expanded to make the prohibition also applicable when aid to de
pendent children is furnished with respect to the individual for the
same period.
These changes would take effect July' 1, 1951.
Notification to appropriatelaw-enjorcement officials
Section 321 (b) of the bill further amends section 402 (a) by the
addition of a new clause (10), effective July 1, 1951, which would
require an approved State plan for aid to dependent children to provide
for prompt notice to appropriate law-enforcement officials in any
case in which aid to dependent children is furnished to a child who has
been deserted pr abandoned by a parent.
Income and resources
Clause (8) of section 1002 (a) now requires an approved State plan
for aid to the blind to provide that the State agency shall, in deternmin
ing need, take into consideration any other income and resources of an
individual claiming aid under the plan. Effective October 1, 1949,
and until July 1, 1951, this clause would be amended to permit the
State agency, if the State so desires, to disregard such amount of
earned income, up to $50 per month, as the State vocational rehabili
tation agency, administering the State plan approved under the
Vocational Rehabilitation Act with respect to blind persons, certifies
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will serve to encourage or assist the blind to prepare for, engage in, or
continue to engage in remunerative employment to the maximum
extent practicable. It should be noted that the language of the
amended clause (8) does not contemplate or require individual certifi
cation by the State vocational rehabilitation agency.
Effective July 1, 1951, clause (8) would be further amended so as
to continue the above amendments and to prohibit the consideration
in determining the need of any blind individual claiming aid, of any
income or resources which are not predictable or not actually avail-,
able to the individual and to include specifically a requirement that
the State agency, in making such determination, take into consider
ation the special expenses arising from blindness.
Examination by opthalmologist or optometrist
Section 341 (d) of the bill would add to the other requirements of
State plans for aid to the blind a new clause (10) requiring, as a
condition of approval, that the plan provide that, in determining blind
ness, there shall be an examination by a physician skilled in diseases
of the eye or by an optometrist. This requirement would become
effective October 1, 1949.
Residence requirement
Section 342 of the bill would amend section 1002 (b) (1) of the
Social Security Act which relates to residence requirements of State
plans for aid to the blind. Under existing law the Federal Security
Administrator is prohibited from approving any such plan which
imposes, as a condition of eligibility for the aid furnished under it,
any residence requirement excluding any resident of the State who
has resided therein for 5 of the 9 years immediately preceding his
application for aid and has resided therein continuously for 1 year
immediately preceding his application. The bill would change this
by prohibiting approval of any plan which excludes any resident
meeting the 1-year continuous residence test except that, until July 1,
1951, it could impose a residence requirement not in excess of that
contained on July 1, 1949, in the State plan approved under title
X of the Social Security Act on or prior to such date.
COMPUTATION OF FEDERAL SHARE OF ASSISTANCE PAYMENTS

Old-age assistance and aid to the blind
Sections 3 (a) and 1003 (a) of the Social Security Act now provide
for paying to each State (except Puerto Rico and the Virgin Islands.
which up to now have not been permitted to participate under the
public assistance titles of the Social Security Act) with a plan approved
under title I and title X, respectively, three-fourths 'of the first $20
of the average' monthly assistance payment per recipient, plus onehalf of the remainder of such average .payment, but excluding that
part of any payment to any individual in excess of $50. Sections 302
and 343 of the bill would amend sections 3 (a) and 1003 (a) of the
Social Security Act so as t~o change this share to four-fifths of the first
$25 of the average monthly payment per recipient, plus one-half of
the next $10 of such average payment, plus one-third of the remainder.
The individual maximum of $50 would be retained. These amend
ments would be effective October 1, 1949.
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Effective on the same date, Puerto Rico and the Virgin Islands
would be permitted for the first time to share in the Federal payments
under these two titles. The Federal share for them would, however,
be limited to that provided in the original Social Security Act in 1935,
viz, one-half of the total sums expended under the approved plan as
old-age assistance or aid to the blind, as the case may be, up to a
maximum payment for any one individual of $30.
The present provision for sharing in one-half the necessary costs
of administering the State plan is retained in both titles and is also
made applicable to Puerto Rico and the Virgin Islands.
The existing section 3 (a) of the Social Security Act restricts pay
ments which may be counted for purposes of a Federal contribution
to those made to an individual who is 65 years of age or older. This
restriction has been transferred to section 6 of the act, as amended by
the bill. For reasons of convenience the present prohibition against
making any Federal contribution toward payments to inmates of
public institutions has been transferred (with the modifications ex
plained below) from sections 3 (a) and 1003 (a) of the Social Security
Act to sections 6 and 1006, respectively.
Aid to dependent children
The Federal contribution toward State expenditures for aid to
dependent children has also been changed (sec. 322 of the bill, amend
ing sec. 403 (a) of the Social Security Act). The maximum on the
portion of individual payments which will be counted in computing
the Federal contribution has been retained at $27 for the first child
and $18 for each additional child in the same family, except that for
Puerto Rico and the Virgin Islands, which are made eligible for par
ticipation as of October 1, 1949, these amounts are $18 and $12,
respectively-the same as in the original Social Security Act.
As of October 1, 1949, the United States 'Will begin to share in the
cost, under the approved State plans for aid to dependent children, of
aid furnished to meet the needs of the relative with whom a dependent
child receiving aid is living to the same extent as it shares in the cost
of aid furnished dependent children. 'The maximum individual pay
ment counted for this purpose will be the same as for the first child,
i. e., $27. The inclusion of the relative with whom a dependent child
is living would not, however, be applicable to Puerto Rico and the
Virgin Islands.
Th6. Federal share of the expenditures within the maximums of
$27/27/18 is changed, as of October 1, 1949, from three-fourths of the
first $12 of the average monthly payment per recipient plus one-half
of the remainder, to four-fifths of the first $15 of such average payment
plus one-half of the next $6 plus one-third of the remainder. The
Federal share of the expenditures under the approved plan for Puerto
Rico and the Virgin Islands will be one-half of all such expenditures
up to the individual maximums of $27 and $18 (it was one-third in the
original Social Security .Act).
As at present., all States will be entitled to one-half of the necessary
costs of administering their approved plans.

152

SOCIAL SECURITY

ACT AMENDMENTS

MEDICAL CARE

OF

1949

PAYMENTS

At the present time Only unrestricted cash payments to aged and
blind persons, and with respect to dependent children, under the
approved State plans are counted as expenditures with respect to
which, the Federal Government will make a contribution., Sections
303, 323, and 344 of the bill would amend sections 6, 406 (b), and
1006 (definitions of old-age assistance, aid to dependent children, and
aid to the blind), respectively, so as to include medical care in behalf
of eligible individuals as well as unrestricted cash payments. These
expenditures for medical care, however, will be counted for purposes
of a Federal contribution only to the extent that they, plus the unre
stricted cash payment to the individual, do not exceed the maximum
of $50 in the case of old-age assistance and aid to the blind ($30 for
Puerto Rico and the Virgin Islands) and $27 or $18, as the case may
be, ($18, and $12, respectively, in the case of Puerto Rico and the
Virgin Islands) in the case of aid to dependent children.
PAYMENTS

TO INDIVIDUALS

IN PUBLIC MEDICAL INSTITUTIONS

Under the existing sections 3 (a) and 1003 (a) of the Social Security
Act, payments to aged 'or blind individuals living in any public
institution are not counted as expenditures under the' approved
State plan with respect to which the Federal Government will make
a contribution.
Sections 303 and 344 of the bill would amend the provisions of
sections 6 and 1006, respectively, so as to include as an expenditure'
with respect to which the Federal Government will make a contribu
tion payments to individuals who are patients in a public medical
institution. This amendment will be effective October 1, 1949. Ex-'
cluded, however, would be payments to any individual who is a patient
in an institution for tuberculosis or mental diseases and payments to
individuals who have been diagnosed as having tuberculosis or psy
chosis and are patients in a medical institution as a result thereof.
Under existing law there is no exclusion of payments to individuals in
private medical institutions. For this reason the exclusions will not be
effective until July 1, 1951.
INCLUSION

OF RELATIVE

IN AID TO DEPENDENT

CHILDREN

As indicated in the discussion of the computation of the Federal
share of assistance payments, title IV of the Social Security Act would
be amended by the bill so as to include (effective October 1, 1949)
payments and medical care to meet the needs of the relative with
whom any dependent child is living. The amended section 406 (b)~,
however, would permit such payments and medical care only for &
month for which unrestricted cash payments have been made under
the State plan with respect to a child in such relative's care.
'Under exist ing law (sec. 406 (a)), the dependent child to be eligible
must be living with his "father, motber, 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." Tbe new section 406 (c) of the
act, which would be added by the bill, defines the "relative with
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whom any dependent child is living" as one of such relatives with
whom the child is living in such a place of residence.
TEMPORARY APPROVAL OF CERTAIN STATE PLANS FOR AID TO THE BLIND

Section 345 of the bill provides that for the period beginning Octo
ber 1, 1949, and ending June 30, 1953, in the case of any State(a
defined in the Social Security Act, but excluding Puerto Rico and 'the
Virgin Islands) which did not have an approved plan for aid to the
blind on January 1, 1949, the Federal Security Administrator shall
approve a plan of such State for aid to the blind even though it does
not meet the requirements of clause (8) of section 1002 (a) of the
Social Security Act (relating to consideration of income and resources
in determining need) if it meets all other requirements under title X
of the Social Security Act for approval of the plan. The Federal
grant for such a State, however, shall be based only upon expenditures
which would be included as expenditures for purposes of section 1003
(a) under a State plan approved without regard to the provisions of
this section.
AID TO THE PERMANENTLY AND TOTALLY DISABLED

Section 351 of the bill would add to the Social Security Act a new
title XIV with the heading "Grants to States for Aid to the Perm-a
nently and Totally Disabled." Except as explained below it follows
the provisions of title I of the Social Security Act, which relates to
grants to States for old-age assistance, as amended by the bill. This
new title would be effective October 1, 1949.
Appropriation
Section 1401 of the new title authorizes an annual appropriation
to carry out the purposes of the title and provides for paying the
sums appropriated to States with approved plans for aid to the
'permanently and totally disabled. This section *is the same as
section 1 of the Social Security Act.
Requirementsfor State plans
Section 1402 (a) sets forth the requirements which State plans for
aid to the permanently and totally disabled must meet in order to be
approved by the Administrator. These provisions, which deal with
such matters as the requirement of a single State agency to administer
the plan, the requirement that a fair hearing be granted to individuals
whose claims have been denied or have not been acted on in a reason
able time, etc., are the same as the requirements for State plans for
old-age assistance contained in title I of the Social Security Act, as
amended by the bill. There is, however, one exception. Clause (7)
of the new section 1402 (a) requires the State plan to provide that no
aid will be furnished to any individual under the plan with respect to
any period with respect to which either he is receiving old-age assist
ance or aid to -the blind, or aid to dependent children is furnished with
respect to him, under a State plan approved under the Social Security
Act. This provision is substantially the same as the provision in sec-,
tion 1002 (a) (7) of the act, as amended by the bill.
The new section 1402 (b) is the same as section 1002 (b) as amended
by the bill. It requires the Administrator to approve any plan which
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meets the requirements of section 1402 (a) except that he may not
approve any plan which, as a condition of eligibility for assistance
under the plan, imposes any citizenship requirement excluding any
citizen of the United States or any residence requirement excluding
any resident who has resided in the State continuously for 1 year
immediately preceding his application for aid. The State may,
however, until July 1, 1951, impose a residence requirement which is
not in excess of that contained on July 1, 1949, in the State plan for
-theaid to the blind approved under title X of the Social Security Act
on or prior to such date.
Payment to States
The new section 1403 (a) of the Social Security Act is the same as
section .3 (a) as amended by the bill. It provides for making Federal
payments to the States to meet the same proportions of their expendi
tures under the State plan for aid to the permanently and totally
disabled as is provided under section 3 (a) in the case of old-age
assistance.
Section 1403 (b) contains provisions relating to the mechanics of
computing, certifying, and paying to the States the amounts to which
they are entitled under section 1403 (a). These provisions are
identical with the provisions of section 3 (b) of the Social Security Act.
Operation of State plans
The new section 1404 of the Social Security Act is the same as
section 4 of that act. It relates to withholding Federal payments
from States for failure to comply substantially with the requirements
of the new title XIV.
.Definition
The term "aid to the permanently and totally disabled," is defined
in the new section 1405 of the Social Security Act as meaning money
payments to or medical care in behalf of needy individuals who are
permanently and totally disabled. As is true in . the case of the
definition. of old-age assistance as amended by the bill (sec. 6 of the
Social Security Act), payments to and medical care in behalf of indi
viduals in public medical institutions are permitted; but effective
July 1, 1951, there is an exclusion of payments to or medical care in
behalf of any individual who is a patient in an institution for tubercu
.losis or mental disease or who has been diagnosed as having tubercu
losis or psychosis and is a patient in a medical institution as a result
thereof.
CHILD-WELFARE

SERVICES

Section 521 of the Social Security Act now authorizes appropriations
for a cooperative program between the Federal Security Administrator
and 'State public-welfare agencies in establishing, extending, and
strengthening, especially in rural areas, child-welfare services. The
amount authorized to be appropriated for each year for this purpose
is now $3,500,000. Section 331 of the bill would increase this authori
zation to $7,000,000. This section of the Social Security Act now
provides for the allotment of $20,000 to each State for child-welfare
services with the remainder of the sum allotted on the basis of the
relative rural population of each State. Section 331 of the bill would
increase the $20,000 to $40,000.
The present section 521 of the act states the purposes for which
the amounts allotted to the States may be used. To these purposes
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would be added the payment of the cost of returning any run-away
child under age 16 to his own community in another State where
such return is in the interest of the child and the cost cannot otherwise
be met.
These amendments to section 521 (a) of the Social Security Act
would be effective with respect to fiscal years beginning after June
30, 1950.
MISCELLANEOUS

AMENDMENTS

Section 561 of the bill amends other provisions of titles I, IV, V,
and X of the Social Security Act so as to do what has already been
accomplished in effect by Reorganization Plan No. 2 of 1946. It
would substitute the Federal Security Administrator in these titles
of the Social Security Act for the Social Security Board, the Children's
Bureau, and the Secretary of Labor.
TITLE IV-MISCELLANEOUS
COMMISSIONER

FOR SOCIAL

PROVISIONS
SECURITY

Section 401 of the bill repeals the present section 701 of the Social
Security Act and section 908 of the Social Security Act amendments
.of 1939 (already repealed in effect by Reorganization Plan No. 2
of 1946) and substitutes a new section 701 of the Social Security Act
establishing in the Federal Security Agency an office of Commissioner
for Social Security. The Commissioner is to be appointed by the
Federal Security Administrator and to perform such functions relating
to social security as the Administrator shall assign to him.
REPORTS TO CONGRESS

Section 4.02 of the bill repeals section 541 (c) and section 704 of the
Social Security Act and substitutes therefor a new section 704. This
*sectionwould require the Administrator to make an annual report to
the Congress at the beginning of each session on the administration of
his functions under the Social Security Act. It would also authorize an,
additional 5,000 copies of the report to be printed for distribution to
Members of Congress and to State and other public or private agencies
or organizations interested in social security.
AMENDMENTS TO TITLE XI OF THE SOCIAL SECURITY ACT

Section 403 (a) (1) of the bill would amend the definition of State
(a) (1) of tl~e Social Security Act so as to include Puerto
Rico and the Virg-in Islands for purposes of titles I, IV, X, and XIV
of the act. At the present time the term "State" includes Puerto Rico
and the Virgin Islands only for title V. The amendment is necessary
as a result of the extension of the public assistance titles to Puerto
Rico and the Virgin Islands.
Section 403 (a) (2) of the bill would substitute for the present
section 1101 (a) (6) of the Social Security Act a definition of the term
''Administrator.'' As defined this term would mean the Federal
Security Administrator unless the context otherwise required. Insofar
as this substitution repeals the definition of employee now contained
in section 1101 (a) (6) of the Social Security Act it is to be effective
only with respect to services performed after ,1949.
in section I110 1

*
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Section 403 (b) of the bill substitutes Federal Securitv Adminis
tratorfor Social Security Board in section 1102 of the Social Security
Act.
Section 403 (c) amends section 1106 of the Social Security Act so
as to make the same substitution and also to substitute references to
subehapters A and F of chapter 9 of the Internal Revenue Code for
present references to the Federal Insurance Contributions Act. Sec
tion 403 (d) of the bill would substitute subehapters A, C, and F of
chapter 9 of the Internal Revenue Code for the present references
in section 1107 (a) of the Social Security Act to the Federal Insurance
Contributions Act and the Federal Unemployment Tax Act.
Section 403 (e) of the bill would substitute the Federal Security
Administrator for the Social Security Board in section 1107 (b) of
the Social Security Act. This section of the act imposes a penalty
on anyone who, with intent to obtain information as to the birth,
employment, wages, or benefits of an individual, represents himself
to be such individual or his wife, parent, or child. To this list of
relatives would be added the "former wife divorced" and "widow"
of the individual.
Section 403 (f) of the bill would add at the end of title XI of the
Social Security Act a new section 1108 relating to the furnishing of
wage record and other information.
Paragraph (1) of subsection (a) of the new section authorizes the
Federal Security Administrator, upon request, to furnish wage record
information (including account numbers) to State unemployment
compensation agencies for use by such agencies in the administration
of the State unemployment compensation or temporary disability
insurance law. This information is to be furnished only to the extent
consistent with the efficient administration of the Social Security Act.
Paragraph (2) of subsection (a) of the new section 1108 authorizes
the Administrator to furnish special reports on wage and employment
reoords and to conduct special studies and compile statistical data
with respect to any matters related to the programs authorized by
the Social Security Act. The furnishing of this information is also
to be made only to the extent consistent with the efficient administra
tion of the Social Security Act and subject to conditions and limita
tions deemed necessary by the Administrator.
Subsection (b) of the new section 1108 provides that the information
authorized by subsection (a) is to be furnished only upon agreement
by the agency, person, or organization requesting it to pay for the
information in such amount as may be determined by the Adminis
trator. This amount is not to exceed the cost of furnishing the infor
mation and, particularly in cases of nominal cost, the Admninistrator
would be authorized to furnish th~e information without cost. This
subsection also indicates the procedure to be followed in making these
payments and provides that such payments be deposited in the
Treasury as a special deposit to be used to reimburse the appropriations
for the unit or units which performed the work or furnished the in
formation.
Subsection (c) of the new section 1108 of the Social Security Act
prohibits the furnishing of information under this section when it
would violate the provisions in section 1106 of the Act, relating to the
confidential nature of information obtained by the Administrator, or
regulations prescribed under such section 1106.

VIEWS OF THE MINORITY ON H. R. 6000
PART I-THE COMPULSORY SOCIAL INSURANCE SYSTEM

We recommend that coverage of the social-insurance system be
broadened and that the amount of benefit payments be increased.
We are unable, however, to support all the provisions of this pro'
posed legislation. The provisions to which we are opposed, together
with our recommended changes, are summarized below and analyzed in
detail later in this statement.
The provisions we oppose will increase the cost of this system at its
maturity by approximately $3,500,000,000 a year and this amount
when added to the huge and pyramiding cost of the other features of
the program may well mean the difference-1ketween the success or
break-down of the system.
Our opposition to certain features of the bill is based, in addition
to the cost factor, on our strong conviction that they are inconsonant
with the fundamental. purpose of compulsory social insurance.
In our opinion, the purpose of compulsory social isuirance is to
provide a basic floor of economic protection for the individual and
his family anDd in so doing to encourage and stimulate voluntary
savings through personal initiative and ambition.. It should not
invade the field historically belonging to the individual.
We believe that such a form of compulsory social insurance which
unnecessarily takes from the individual funds which he would invest
or otherwise use for building his own security is incompatible with our
free-enterprise system. Accordingly, we do not conceive it to be a
proper function or responsibility of the Federal Government either to
compensate individuals for all types of losses in earning capacity or
to provide a scale of benefits which pay substantially higher amounts
to those with higher income.
We believe further that if this vast program is to fulfill its social
objectives, the most important factor is to restrict the burden of its
pyramiding cost within an amount which the economy can bear., This
is so because in the final analysis the basis of all security is a productive
economy, and the burden in any one year of the mounting cost of this
program will have, in the main, to be paid for out of the production of
the goods and services which the system seeks to distribute. In 20
years the pay-roll tax provided for in this bill will be 6.5 percent or a
dollar cost based on present wage levels of over $8,000,000,000 a year
for this one program alone. If this burden becomes too great, the
system may well be repudiated by future generations, and if benefit
payments are carried to extreme, the inevitable result of the com
panion tax burden will be a stifling of the incentive and ambition to
_produce.
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OF OUR RECOMMENDATIONS

1. Continuation of the present $3,000 wage base.-Increasing the
wage base to $3,600 as proposed in H. R. 6000 results in higher bene
fits to those better able to provide their own protection and does
nothing to increase the benefits for those with average wages below
$3,000 for whom the system should be primarily concerned. It
increases the dollar cost of the system substantially, provides a wind
fall to persons near retirement who earn $3,600 or more, and unneces
sarily complicates the keeping of wage records by employers who
must continue to report unemployment taxes on a $3,000 wage base.
2. Elimination of the automatic yearly benefit increase factor (the
"increment").- This provision increases the cost of the program by
approximately $1,000,000,000 annually, discriminates against older
workers and the irregularly employed, and automatically commits
future generations to the payment of higher benefits than will be paid
today.
3. In conjunction with recommendations 1 and 2 above, we recom
mend using the highest 10 consecutive years in determining the average
monthly wage.-To assure more adequate protection for those who,
owing to part-time employment, have average wages of $3,000 or less
for whom the system should primarily be concerned, benefits pay
ments should. be based on the highest 10 consecutive years of earnings
rather than on an average monthly wage letermined over thre entire
working time of the individual as provided l'or in H. R. 6000.
4. Elimination of the authority of the Treasury to extend definition of
"employee".-Paragraph 4 of the definition of "employee" gives to the
Treasury Department virtually unlimited discretion, through author
ity to extend the definition of "employee," to determine where the
impact of the social-security taxes will fall. As a result of this au
thority, large numbers of persons will have no way of kn-owing their
social-security tax liability until the Treasury determines it for them.
5. Realistic coverage for household workers.-The bill purports t
extend coveraae to household workers but in reality does so for only
a small group-1,300,000 of these workers are excluded under the bill.
Coverage should be real, not theoretical.
6. Teachers, firemen, and policemen with their own pension systems
should be excluded.-We recommend direct exclusion of teachers, fire
men and policemen, who are already covered under their own retire
ment and pension systems. It would in our opinion be a mistake to
take any action which might jeopardize these existing systems to
which contributions have been made over long periods of time.
7.. Establishmentof an independent system for Puerto Rico, the Virgin
Islands, and other possessions.-A social-security system specifically
geared to the economic level of these islands is desirable. The ex
tension of the proposed legislation to these possessions will, however,
create many anomalies and unfortunate results which could otherwise
be avoided.
8. Continuation of existing law with respect to lump-sum death
payments.-More than 78,000,000 persons have already paid for the
same private life-insurance protection which this provision in the bill
would duplicate or replace. Encroachment by the Federal Govern
ment into this field is accordingly unjustified.
9. Confine total and permanent disability payments to the ilublic
assistance program.- Prior to launching into the hazardous and tre
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mendously costly field of disability insurance, opportunity should first
be given to meet the problem through the sounder and less costly
Federal grants-in-aid programn. Such 'an opportunity is provided forin the bill by extendn Federal participation to payments to all
permanently and totally disabled persons who are in need. The cost
of the proposed disaiiyinsurance program may well exceed
$1,000,000,000 annual wtin the next few years.
EFFECT OF OUR RECOMMENDATIONS

If the above changes itre made in this proposed legislation, the com
pulsory social- insurance system. will be kept within its fundamental
purpose and its cost and the necessary taxes required for its support
will be substantially reduced. According to actuarial advice, the aver-~
age annual saving until the maturity of the program, some 50 years.
hence, will be in the neighborhood of $1,250,000,000. This saving is
real and not illusory and the result would be wholly compatible with
the aims of the social-security program. More than that, an adoption
of our recommendations will aid in preserving the proper relationship
between security achieved through social insurance and that which is
to be had through individual self-reliance. The approximately
$60,000,000,000 so saved over this period would be available to the
American people for their individual use in providing for their own
additional financial security in the manner most appropriate and
fitting to their own circumstances.
DISCUSSION

OF OUR

RECOMMENDATIONS

1. Continuation of the present $3,000 wage base.-Raising the wage.
base from $3,000 to $3,600 brings into sharp focus a, basic conflict in
the conception of the purpose of the compulsory social-insurance
system. This conflict is whether the system should serve to afford
economic protection at a basic level appropriate for those least able
to provide for their own security, or whether it should now be expanded
into a national retirement system of high benefits as a relatively com
plete means of furnishing retirement and survivors' benefits without
any. need for supplementation by the individual.
The original administration bill adopted the latter philosophy by
increasing the wage base to $4,800, with the frank objective of select
ing a base which would include all the wages of over 95 percent of the
working population. This would leave only a very small group in
the higher-income brackets with any earnings free from social-security
taxation. The recommended increase from $3,000 to $4,800 Was in
no wise necessary to raise the amount of benefit payments to the
desired level, or to assure the financial solvency of the system.
By compromising at a $3,600 wage base, the majority has recognized
unsoundness of the administration's proposal. Never
the ihrn
theless, the compromise represents a breach of basic principle, a matter.
which is more significant in its ultimate implications than in its im
mediate practical effect.
To justify increasing the wage base to $3,600, the question must be
asked whether a man with $3,600 of earnings needs more socialinsurance protection than one earning $3,000. The question answers.
itself. Some of the results of raisinig the wage base to $3,600 are as.
follows:
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(a) Workers now near retirement age earning $3,600 or more
would receive a windfall, since the additional benefits to which
they would be entitled at retirement would exceed by far in value
the total of their additional, taxes on the extra $600 of wages. The
extra benefits they would receive would be at the expense of the
trust fund, which has been built up exclusively from taxes on
incomes of $3,000 or less.
(b) Younger workers earning as much as $3,600 will, on the
other hand, be subject to taxes totaling 20 percent more than if
the wage base were kept at $3,000, in return for which their
retirement benefits payable years later would be only 7y 2 percent
more a month.
(c) The ability of all those earning over $3,000 a year to make
their individual arrangements for additional financial security
would be reduced.
(d) Employee pension plans established by employers, unions,
or employers and unions jointly, would tend to use a lower level
of benefits, because integration with the higher scale of social-,
security benefits would leave smaller residuals to be covered by
the private pension plans.
(e) Employers would not only have to subsidize the socialsecurity system more heavily through their payment of half the.
taxes, but they would also be subjected to heavier bookkeeping'
and clerical expense in order to make wage and tax reports for
old-age, survivors, and disability insurance purposes on a $3,600
basis while continuing to report for unemployment-compensation
taxes on a $3,000 basis.
2. Elimination of the automatic yearly benefit increase factor (the
"increment").-We are opposed to the automatic one-half of one
percent yearly benefit increase factor or "increment" provision con
tained in the bill because:
(a) The use of the yearly increment in computing the amount
of benefit payments discriminates against older persons first
enteingthesystm wth nly a few years to retirement, and
favrs
ougerwoker wth steady employment. We agree
withtheAdvsoryCoucilon Social Security to the Senate
FinnceComiteewhch unanimously recommended the
elimination of the increment provision, that such discrimination
is undesirable, and that the older workers should not be penalized.
(b) The increment also discriminates against those workers
who do not have continuous, employment. These workers are
less able to provide for their own security than those who are
regularly employed. The favoring of this group of steadily em
ployed workers is, therefore, inconsistent with the social purposes
of the system-to afford protection to those who are least able
to save for their own financial security.
(c)
sttigy ito pertion an automatic escalator clause
proidig
hghr bneftsin the future, when the costs of the
sysem
illbe reaest weare committing future generations to
thvestpaymetofay
bnftona
scale which we are unwilling our
(d) The increment provision will increase benefits only slightly in
the beginning, but the increase will grow larger and larger each year
as more persons become eligible for benefits. Over the next 50
years, additional extra costs because of the increment will average
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approximately $1,000,000,000 a year, or a total of,$50,000,000,000.

Approximately 40 or 50 years hence, the increment will increase.
cost as much as $2,000,000,000 a year. No. justification has been
advanced for imposing this additional cost on future generationas.
The increment factor is not necessary in order that benefits may
be related to length of service in covered employment or the amount
of taxes paid by an individual into the system. This relationship is
provided for in the bill by the so-called "continuation" factor, by which
benefits are reduced pro rata for time spent in uncovered employment.
Moreover, the argument that private pension systems and the Federal
civil-service retirement system are precedents for an annual.,increment
provision is unsound. The purpose of the increment in these systems
is to encourage employees to remain at their jobs throughout their
working careers. The matter of tenure of office is, however, of no
concern under a national compulsory system wh ere an individual can
pass from job to job and still remain in covered employment. Many
features of private pension and Federal retirement systems are
inappropriate in this program, where the purpose is to provide a
realistic floor of protection against economic hazards.
3. In conjunction with recommendations 1 and 2 above we recom
mend the use oJ the highest 10 consecutive years in determining average
monthly wage.-With important classes of workers, particularly farm
labor, still excluded from the social-security system, it is to be expected
that a large number of workers will still shift back and forth between
covered and uncovered employment, thereby creating a record of
intermittent covered employment for social-security purposes. This
will result in a pro rata reduction of benefits for these workers, because
of the continuation factor in addition to that resulting from the
inclusion in the wage record of years of relatively low earnings from
other causes. In particular, years of coverage before World War II,
when a lower wage level prevailed, may often be included and result
in a further reduction in benefits to levels unsuitable to present-day
inflated prices. Accordingly, some offset is needed to this double
reduction in benefits, caused by proration and the use of prewar wage
history. We believe that one way to provide such an offset would be
to determine average wages on the basis of the best 10 years of con
secutive employment, with suitable adjustments if there are less than
10 such years. In this respect, our recommendations are closer to
the administration's original proposal than the committee's bill.
Use of the best 10 years of consecutive employment will also have
the effect in many cases of eliminating earnings in early apprentice
ship years, which are hardly appropriate as a basis for benefits pay
able some 40 or 50 years later in life. In addition, it introduces into
the basic program an automatic mechanism which will tend to adjust
future benefits to existing price levels.
4. Elimination of the authority of the Treasury,to extend the definition
of "employee"Jfor tax purposes.-The tax rate contained in the majority
bill is as follows:
Date

Employer

Employee

Percent
Percent
13'~
l3/2
1950 -------------------------------------------------------2
2
1051-59 ----------------------------------------------------1960-64----------------------------------------------------------

1965-69-----------------------------------------------------1970 and thereafter -------------------------------------------

23/2

3

33/4

3

334

Self-em
ployee
Percent

23j
3
3

43
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In view of this tax-rate differential contained in the Majority bill
it is important that every individual should be, able to know from the
statute itself whether he is an "employee" or a self-employed person.
It is equally important, and only just, that employers know how many
"employees" they have for social-security purposes.
Under existing law, the definition of " employee" for social-security
purposes is particularly important in determining who is and who is
not covered. This problem is, however, eliminated by the provisions
of H. R. 6000 which extends coverage to the self-employed as well as
to "employees." The sole purpose for defining "employee" is thus a
tax purpose-who pays as an "employee" and who pays as a selfemployed person, and when is an employer's tax payable.
Paragraph (4) of the majority definition makes the attainment of
these objectives impossible. Millions of persons and thousands of
businesses will not know their tax liability until it is determined for
them by the Treasury Department.
The vital principle as to who shall make that determination is also
involved. We believe that such determinations are the, proper re
sponsibility of the Congress and that Con~gress should accordingly
clearly define the term "employee." This is done in paragraphs (1),
(2), and (3) of the definition under which the common law rule of
"iemployee" is broadened to include several groups. We approve of
the principle, of extension of the definition being made by congres
sional action, and exceedingly regret that the categories to be specifi
cally enumerated under paragraph (3) did not receive the thorough
consideration which we believe to be appropriate. Paragraph (4)
vitiates this policy, however, and leaves this determination up to the
Treasury Department and the Federal Security Agency and the.
courts. It reads:
The term "employee" means
(4) Any individual who is niot an employee under paragraphs (1), (2), or (3) of
this subsection but who, in the performance of service for any other person for
remuneration, has, with respect to such. service, the status of an employee, as_
determined by the combined effects of (A) control over the individual, (B) per
manency of the relationship, (C) regularity and frequency of the performance of,
the service, (D) integration of the individual's work in the business to which he
renders service, (E) lack of skill required of the individual, (F) lack of investment
by the individual in facilities for work, and (G) lack of opportunities of the
ndividual for profit or loss.

A mere cursory glance at the wording of the above definition will
show that at any time the Internal Revenue Bureau or the Federal
Security Agency or the court wants to make -a person an "employee"
rather than a self-employed person, or vice versa, it can do so. This is
true because in almost every case at least two or three of the "factors"~
as interpreted by them can always be cited in justification.
In view of the scope of the first three paragraphs of the new defini
tion, and inasmuch as paragraph (3) can be modified to any extent
desired by the Congress, there is manifestly no justification for para
graph (4). It was adopted by the majority under extreme pressure.
Paragraph (4) serves no social purpose. Instead it leaves the status
of millions of our citizens to the almost unbridled exercise of adminis
trative discretion and does so just at a time when they must for the
first time determine at their peril whether they are to be covered as
"(employees" or as self-employed. It will result in the unsettling of
many established business practices and produce endless costly litiga
tion. Its adoption is a shameful departure from the constitutional
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division of powers among the three branches of government and marks
the surrender by the Congress of its prerogative and duty to define
tax liability.
Appendix B contains an analysis of this problem prepared for the
Committee on Ways and Means by the staff of the Joint Committee
on Internal Revenue Taxation.'
5. Realistic coverage for household workers.-Under the bill only
about one-third of the approximately 2 million household workers will
be covered because of the requirement of -26 days of employment for
one employer during a 3-month period. The effect of this requirement
is to favor the more regularly employed household worker, and dis
criminate against those who work-for more tban one or two employers
each week.
We believe the coverage to this group should be realistic and not
theoretical and should be extended to all household workers who
work at least 1 day a week for an employer for 6 days in different
weeks of a 3-month period (calendar quarter). This test of regular
employment will in our opinion oppose no greater burden on the house
wife than the provision of 26 days contained in the bill and will afford
protection to the group of these workers who need it the most.
Our recommendation. for realistic coverage to household workers
is predicated on the assumption that a simple and feasible method of
collecting the necessary taxes from the housewife is effectuated by
the Treasury Department and the Federal Security Agency.
6. Teachers, firemen, and policemen with their own pension systems
should be excluded.- We recommend direct exclusion of teachers,
firemen, and policemen who are already covered under their own re
tirement and pension systems. Their retirement systems are specifi
cally designed for public employment and are better adapted to the
needs of these groups than the broad social-security program. More
over, in all cases their retirement payments are greater and can more
easily be adjusted to their changing needs through local and State
action. It would in our opinion be a mistake to take any action which
might jeopardize these existing systems to which contributions have
been made over long periods of time.
7. Establishmentof an independent s'ystem for Puerto Rico, the Virgin
Islands, and other possessions.-Recognizing that the livelihood and
well-beinig of the people of Puerto Rico and the Virgin Islands are
closely tied to our economy, we nevertheless believe that a separate
social-insurance system should be established for these possessions
because the, extension of the proposed legislation to them will have
undesirable results. For this reason the Advisory Council on Social
Security to the Senate Finance Committee recommended that a thor
ough study be made. Some of the anomalies resulting from extending
the proposed legislation to Puerto Rico and the Virgin Islands would
be
(a) A great number of contributors would receive benefits ona
lavish scale as compared with recipients in -the United States. A
typical worker and his wife would, for example, receive a combined
benefit equal to at least three-fourths of the worker's monthly wage.
(b) In many cases benefit payments would be larger than the wages
tbemselves, because of the minimum benefit provision in H. R. 6000.
(c) Inasmuch as a large portion of the working population of these
islands earns $50 or less per month, many individuals would draw
1

This analysis begins on p. 33.
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benefits and at the same time continue to Work, since full benefits
are payable unless the amount of earnings from wages or self-employ
ment income exceeds $50 a month, or $600 a year.
(d) On the other hand, many individuals would have an insufficient
wage base to meet the minimum requirements of "insured status," and,
most
_h needed protection would receive none.
therefore, many
(e) Our Federal income-tax laws do not apply to Puerto Rico which
has its own tax system. Accordingly, a system for collecting the
Federal social-security tax will have to be established in these islands
and the cost of collecting this tax will in many cases be more than the
tax itself.
8. Payment of lump-sum death benefits .- E xi sting law provides that
a lump-sum death benefit equal to six times the primary insurance
benefit will be paid upon the death of an insured worker if there are
no survivors immediately eligible for survivors' benefits. This provi-.
sion was added to the Social Security Act by the 1939 amendments
on tlie theory of giving to all insured workers at least a partial return
of the money which they had paid into the system; otherwise those
who died without leaving survivors eligible for benefits would forfeit
any equities in the system which they may be considered to have
established through the payment of past taxes.
The new provision in the bill, however, provides that a lump-sum
benefit equal to three times the primary amount will be paid whenever
an insured worker dies, even though there are benefits payable to his
survivors which are worth many times the amount he paid into the
systemi through taxes. This change is completely inconsistent with
the original purposes of the limited lump-sum death benefit, and can
only be justified on the theory that the Social Security Act should
provide life insurance for funeral benefits. In our opinion, this repre
sents an improper encroachment by the Federal Government into a
field which is adequately served by a form of private enterprise.
Today over 78,000,000 persons-more than the entire number to be
covered under the social-security system even when extended as this
bill provides-now have life-insurance policies, and we see no purpose
to be served by the Government entering into this field.
9. Confine total and permanent disability payments to the public
assistance programs.-We recognize that permanent and total dis
ability is a major economic hazard and that protection in this field'is a
concern of Government. We believe, however, that an opportunity
should first be given to weigh the effectiveness of meeting this problem
through State assistance programs to which the Federal Government
contributes before embarking on a tremendous new Federal insurance
program averaging at least $700,000,000 a year over the future and a
possible cost of several times this amount. Accordingly we urged the
extension of Federal participation to payments made by the States to
permanently and totally disabled persons who are in need, and this
has been provided for in the bill.
The extension of the social-insurance program to include permanent
and total disability benefits was not recommended by any person who
had had actual experience in the field. As a matter of fact the several
experienced witnesses who appeared before the committee universally
recommended against the adoption of the program at this time. An
analysis of the actual workings of the --proposed program was hardly
touched upon during the hearings of the committee, and no plan has
ever been presented to the committee outlining the actual adminis
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trative procedure to be used in determining eligibility for these pay
ments. The Senate Advisory Council recommendation that perma
nent and total disability benefits be provided was made in conjunction
with a universal coverag-e extension of old-age and survivors insur
ance and was predicated -on the reduction in over-'all percentage costs
of the system which would be made by a broader extension of cover
age. Moreover, the Advisory Council recommendation provided
much stricter eligibility requirements than iH. R. 6000. Even this
recommendation was made with a strong dissent and the dissenting
members were the only members of the Council who had had actual
experience with disability insurance.'
(a) Cost of the proposed disability insurance program.-Cost esti
mates of this program are only speculative at best but a fair estimate of
the maturing cost of this program is set forth below. The figue~es de,
veloped by the actuary assigned to this committee are somewhat below
these figures, but it is almost universally agreed that any estimates of
the cost of disability insurance are subject to a wide range of error and
thus could be considerably above -theintermediate estimates which the
actuary has presented. The administrative cost for the first year is es
timated by the Federal Security Agency to be over $20,000,000; the
number of claimants, at least 300,000; and the number of additional
employees needed to handle the program, at over 5,000, not counting
doctors on contract. The number of claimants will grow to at least
1,500,000 within 15 years when the annual cost may well be about
$1,000,000,000 a year.
TABLE 1.-Cost of permanent and total disability insurance contained in H. R. 6000
Calendar year

Amount

Percentage
of pay roll

OT
1950---------------- ---------------- --------19058----------------- $300,000,0000.
.0
1900------------------ 700,000,000
.7
19650---------------- 1,000,000,000
1970----------------I1,100,000, 000
19750--------------- 1,100,000,000

.8
.8

Calna yer
lna
er
1980 ----------------19850----------------19900----------------1995 -----------------

2000 ----------------

Aon
Aon

ererentag

of pay roll

1, 100.000, 000
1,100, 000,000
1,100,000,000
1,200,000,000

1,200,000,000

0. 8
.8
.8
.8'

.8

(b) The experience of insurance companies.-Tb e experience of lifeinsurance companies in this field was well-nigh disastrous. It was,
however, suggested before the committee during the hearings that the
experience of the life-insurance companies was not necessarily the fate
of this program as administered by the Federal Government because
the insurance companies did not have complete control of their selec
tion of risks, whereas under the proposed programi a control of the
selection of risks would be had by compulsory coverage. Such an asser
tion can only be supported by demonstrating that the proportion of
persons under the- proposed Federal plan who are subject to both a
substantial risk of unemployment or reduced incomes would be smaller
than among a selected group such as those to whom individual in
surance policies had been issued. No such demonstration has been
volunteered-, and we believe the exact opposite condition would
exist. By extending coverage to all workers who had earned a given
minimum and worked for certain periods in covered employment, the
Government is bringing in millions of workers, including many
women, with very low income-earning capabilities, and in periods of
I The dissenting opinion is set forth in full in appendix A of this statement, beginning on p. 28.
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unemployment the incentive to get on the benefit rolls will be great
indeed.
Furthermore, the life-insurance companies found that during the
depression of the 1930's the percentage increases in the rates of dis
ability among workers insured under group-insurance contracts were
at least as great as under individual policies, which are usually relied
upon as the distinguishing factor in the difficulties encountered by life-.
insurance companies in granting disability benefits and in the pro
posed Federal plan. The workers insured under group insurance are,
however, more nearly comparable to the workers who would be cov
ered under a Federal program. Indeed, those brought together under
a Federal plan would probably constitute a greater~hazard from a dis
ability standpoint than those insured by the companies under group
policies.
(c) Benefits as a matter of "right." -An ailment that disables one does
not necessarily disable another. The proposal of the bill to limit
benefits to those who have "inability to engage in any substantially
gainful activity by reason of any medically demonstrable physical or
mental impairment which is permanent" is a test which states a very
clean cut and objective criterion. However, on analysis and in
application to actual cases, no such objectivity can be carried out.
Whether an individual can or cannot engage in any substantial gainful
employment is a matter of judgment even thouigh full information is
had as to the exact degree of impairment. M any individuals today
are regularly engaged in earning a living who could pass the proposed
test as it will be administered, because the decision to continue to
work or stop work dependEs in the main on ambition, business oppor
tunity, or financial necessity rather than physical handicap; and if
benefits as proposed under this -bill are established as a matter of
"right," there will be a great many to whom the temptation to live
off the Government will be irresistible.
(d) Duplication of benefits .- Provision is made in the bill for the
duplication of disability benefits with workmen's compensation
benefits payable in replacement of wagds, up to one-half the amount
of the smaller of the two benefit payments. Total benefits payable
between the two programs will therefore become attractive, in com
parison with take-home pay, to those whose original urge to work was
never overdeveloped. To avoid abuses which such duplication of
coverage would foster, many State workman's compensation benefits
will have to be cut back for disabilities lasting longer than 6 months
or, at the least, needed liberalizations will be avoided. In fact, this
provision for partial duplication of payments with workmen's compen
sation benefits i's apparently intended as an opening wedge for the
taking over by the Federal Government of all benefits in the workmen's
compensation field now regulated by the States.
THE COST OF H. R. 6000

The cost in any year of the proposed legislation is the sum of the
Amount paid out in benefits and the cost of administration. Today
benefits amount to approximately $600,000,000 a year and adminis
trative costs approximately $50,000,000 a year.
The number of beneficiaries actually drawing benefits is approxi-.
mately 2,500,000, and there are today approximately 1,300,000 per
sons who are eligible to draw benefits but are -not doing so because
they or their husbands are working.
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According to advice from the actuary assigned to the committee,
the cost of H. R. 6000 will increase approximately as follows:
TAB3LE

Calendar year

Benefits

1950 ---------------- $1, 300, 000. 000
19055----------------2 000.000, 000
19600------ ---------- 3,800,000,000
1065 -- -------------- 5,000,000,000
1070----------------- 6,209,000, 000
1975----------------- 7, 300,000, 000

2.-The cost of H1. R. 6000
Benefits as
percentage
of pay roll
1. 1
2. 2

3.2
4.0
4.8
5.5

Calendar year

Benefits

1080----------------- $8, 400.000. 000
1985 ----------------- 9,5000,000,000
1990----------------- 10,0600,000, 000
1995----------------- 11,300.000,000
2000----------------- 11, 700, 000, 000

Benefits as
percentage
of pay roll
6.2
6.9
7.6
7.9
8. 1

The above figures are only intermediate ones and are, of course,
subject to a considerable range of variation because of the unpre
dictability of the movement in the future of the various factors in
volved. The figure for-four or five decades hence could under very
reasonable assumption be as much as 20 to 25 percent higher or lower.
These future costs are costs for which commitments are being made
today, and the Government in underwriting the system is morally
and politically obligated to supply the necessary cash to meet these
costs. This it must do through taxation or borrowing, or a combi
nation of the two.
In determining what is financially feasible for any particular pro
gram in the broad field of social security, pensions, health, and welfare,
it is imperative to obtain insofar as possible some general idea of the
over-all cost of all the combined welfare programs together with con
templated programs in the near future. If this is not done, there is
grave danger that what might be feasible today may become financially
impossible tomorrow.
Mr. Altmeyer, Social Security Administrator, has indicated that a
pay-roll tax of 15 percent applied to all wages and self-employment
income up to $4,800 or an approximate $21,000,000,000 a year might
cover all the recommended administration welfare programs, exclusive
of public assistance)1 A great many believe this figure to befar too low.
Moreover, it is the history of social-welfare programs that very
few are ever cut back despite the costs because of the political impli
cations of revoking what may have become to be regarded as vested
rights. Accordingly, if the Congress now commits future generations
to social-welfare programs costing more than our free-enterprise svs
tem can pay in taxes, we can expect little practical political oppor
tunity to later bring benefit levels down to what the economy can
afford.
'We have set forth a table designed to present a general idea of
the over-all estimated future costs of all existing and recommended
social-security, pension, health, and welfare programs, exclusive of
veterans' programs. It will be noted that for old-age survivors and
permanent disability insurance we have included the costs of the
program recommended by the Administration in H-. R. 2893 which
were somewhat more costly than H. R. 6000. The figures contained in
Thlis table are in general in accord with similar estimates contained in
a series of articles appearing in the Congressional Record of April 18
19, 20, 21, 22, 25, 27, 29, and May 2 of this year, and in the official
published hearings held by the committee from March 24 through
April 27, 1949, on Social Security Act amendments of 1949.
I United States News and World Report, April 15, 1949.
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TABLE 3 '-Estimate of total cost of existing and all recommended
1950
Low

1960
High

Old-ago and sur
vivors insur
dnc
s- $1,...
800, 000, 00 $2000, 000,
Temporary ds
ablt3----500, 000, 000
710,000,
Health insur
ance ----------- 15,000, 000
10.000,
Unemployment
insurance----1, 500, 000, 000 2, 000, 000,
Public4 - -assist
- - -- -anCe 1,300, 000, 000 1,400,000,
General health
and welfare 5.- 600,000, 000
000, 000,
Railroad
6 - - retire
- -- -- -ment
400,000, 000
500,000,
Civil-service
retirement. - --000, 000,000
300, 000,
Total -----

Low

1970
High

Low

High

000 4 700, 000, 000 $7,100. 000, 000 $7, 6000,
000, 000 $10, 900, 000, 000
000 1, 000,000,000 2,200,000,000

1, 600,000, 000

2,400, 000,000

000 3, 600, 000, 000 6, 000, 000,000O 6, 000,000, 000

6,500, 000, 000

000 2,000, 000,000 4, 000, 000, 000 2, 000,000, 000

4, 000, 000, 000

000

900, 000, 000

000, 000, 000

800,000, 000

800,000,000

000 2, 300. 000, 000 2,300,000,000 1, 500,000, 000

2, 500, 000. 000

000

500,000, 000

700, 000,000

700,000, 000

850, 000, 000

000

400,000, 000

500, 000,00

550,000,00

700,000,000

6,415, 000, 000 7, 615, 000, 000 10, 900,000, 000 23,700, 000, 000 20, 750,000, 000 28,600, 000,000

I Does not include veterans' programs.

2As recommended in the administration bill H. RI. 2893, Includes permanent and total disability.
3As recommended in the administration bill, H. R. 280.
' As recommended in the administration bill, H. It. 2892.
&Exclusiveof health insurance. Includes grants to States for hospital construction and maintenance and
other similar costs paid from the General Treasury.
OmInluding unemployment and temporary disability benefits for railroad workers.
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social security, pensions, health and welfare programfor 50 years
1980
Low

1990
High

Low

2000
High

Low

High

$10,1100, 000, 000

$14, 700, 000, 000

$12, 200, 000, 000

$18, 200, 000, 000

$13, 100, 000, 000

$20, 000,000, 000

1,600, 000, 000

2,400, 000, 000

1, 700, 000, 000

2, 100, 000, 000

1, 700, 000, 000

2,5000, 000, 000

0,5100, 000, 000

7,000, 000, 000

7, 000, 000, 000

7, 100, 000, 000

7,5000, 000,000

8,000, 000,000

2, 000, 000, 000

4,000, 000, 000

2, 000, 000, 000

4, 000, 000, 000

2, 000, 000,000

4, 000, 000, 000

700, 000, 000

700, 000, 000

600, 000, 000

600, 000, 000

500, 000, 000

500, 000, 000

2,000, 000,000

3, 000, 000,000

2,3500, 000, 000

3,500,000, 000

3,000, 000,000O

3,100, 000,000

750, 000, 000

950, 000, 000

800, 000, 000

1,000, 000, 000

800,000, 000

1, 000,000, 000

700,000,000

950,000,000

800, 000, 000

1,100, 000,000

900,000,000

1,200, 000, 000

24, 350, 000, 000

33, 700,000, 000

27, 000, 000, 000

38, 400, 000, 000

29,5100, 000,000

41, 300, 000, 000
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This table shows that if all programs, as recommended by the Ad
ministration, were adopted, the over-all cost of all social security,
penasions, health and welfare programs, exclusive of veterans' pro
grams, would mount within the next few decades to somewhere be
tween $30,000,000,000 and $40,000,000,000 a year.
We call attention to the statement made by Sir Stafford Cripps in
reviewing the cost of social welfare in England as reported in the
INew York Times, April 7, 1949:
There are, of course, economies that we can make, and are making, in our ad
ministration, particularly as regards terminal expenditure from the war, and
temporary services arising out of the war. But these economies are, in the main,
in terms of fractions of a million, whereas the new expenditure as regards social
services increases by tens of millions. We have, therefore, to face the fact that
as long as the defense forces and the social services are maintained, whatever
Government is in power, a very high rate of taxation will continue to be necessary.
When I -hear people speaking of reducing taxation and at the same time see the
costs of social, services rising rapidly in response very often to the demands of the
same people, I sometimes wonder, whether they appreciate the old adage: "We
cannot have our cake and eat it."
We have chosen, quite deliberately-and in this all parties haveparticipate dto have our benefits in the form of extended social services.*
* * Each
year, and year after year, we must provide, out .of taxation, the money required
for these services and for our defense. * * * From' a financial point of view,
this means a large budget and high taxation.
PART II-PUBLIc ASSISTANCE AND WELFARE SERVICES
SUMMARY

OF OUR POSITION

1. We favor the extension of Federal participation in payments
made by the States to permanently and totally disabled needy persons
as provided for in the bill by the addition of title XIV to the Social
Security Act. As discussed in part I of this statement, we believe that
destitution arising from permanent and total disability is, a proper
concern of government, and we have accordingly 'recommended the
enactment of this program. Its effect will be to liberalize and broaden
benefit payments by the States to permanently and totally disabled
needy persons and to establish a laboratory for testing the effeactiveness
of this method of meeting the permanent and total disability problem.
As a result of the practical experience and first-hand observation thus
gained, subsequent improvements and extensions of this. program
can be made as circumstances warrant.
2. We also favor extending Federal participation to the adult
"caretaker" of a dependent child as provided for in the bill. This will
result in better care for the child and in the more equitable apportion
ment of Federal funds among these dependency groups.
3. We further recommend the sharing by the Federal Government
inthe cost of payments now being made by the States and localities
to the needy aged, blind, and totally disabled in public medical institu
tions, as provided for in this bill.
4. We question, however, the new matching formula contained in
the bill for the following reasons:
(a) It will reduce the incentive of the States to provide ade
quate payments for the aged, the blind, dependent children, and
the permanently and totally disabled, and discriminates against
States which are doing their part in favor of States which are not
meeting their full responsibility;
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(b) It deviates from the principle of public assistance;
(c) It will encourage the use of this program for political
purposes; and
(d) It lends further impetus to the shifting of a basic State
responsibility to that of the Federal Government.
THlE PROPOSED NEW FORMULA

(a) The proposed formula will reduce the incentive of the States to
provide adequate payments and discriminates against States which are
doing their partin favor of States which arenot. meeting their full responsi-.
bility.-Public assistance programs were originally initiated by the
States, and the Social Security Act of 1935 established Federal grantsin-aid to assist them in improving and strengthening their programs
for old-age assistance (title I), aid to dependent children (title IV),
and aid to the blind (title X).
The original formula was on a 50-50 basis with the maximum
individual payment that the Federal Government would match being
$30 per month for old-age assistance and aid to the blind. For aid to
dependent children, the Federal Government provided $1 for each $2
of State and local, mone~y with the matchable individual payments not
exceeding $18 per month for the first child and $12 for each additional
child in the family.
In 1939 the Federal maximums were increased to $40 for old-age
assistance and aid to the blind, and Federal matching aid for dependent
children was established on a 50-50 basis.
By the 1946 amendments, Federal funds were paid under a matching

formula on the, basis of two-thirds of the first $15 of the average

monthly payment per recipient plus one-half the remainder within
maximums of $45 for old-age assistance and aid to the blind. For aid
to dependent children the matching formula was two-thirds of the
-first $9 of average monthly'payment per child plus one-half the,
remainder within the individual maximums of $24 for the first child
and $15 for each additional child.
Effective October 1, 1948, the Federal Government now provides
three-fourths of the first $20 of the average monthly payments -plus
one-half of the remainder within a maximnum of $50 for old-age
assistance and aid to the blind. Under the aid to dependent children
the Federal share is three-fourths of the first $12 of the average
payment per child plus one-half of the remainder within the maximum
of $27 for the first child and $18 for each additional child.
As shown from 'the above the fact that the Federal Government
would match at least $1 for every $1 spent by the States within the
permissible maximum has always been a basic and essential feature
of this program. The, result of this policy has been that the States
have increased their average payment for the needy aged from $16
in i936 to $44 today, from $9 to $29 for a dependent child, and from
$24 to $46 for the blind. No Federal action should therefore be
taken which would reduce this incentive of the States to continue
their progress in raising their level of payments.
But such action is now proposed under the new formula contained
in the bill.
This formula provides that Federal funds shall equal four-fifths of
the first $25 per recipient, plus one-half of the next $10 but only
one-third of any additional amount over $35 up to the $50 maximum.
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Under this formula, therefore, while States receive $25 of Federal
funds for a $35 payment, the States desiring to maintain or increase
this benefit to an adequate amount would receive only one Federal
dollar for every two State dollars. This is a deterrent, not an incen
tive, to States to raise their payments, and it marks a fundamental
*departure from the established principle of Federal matching on at
least a dollar-for-dollar basis.
We call particular attention to the fact that under the proposed
formula any State could cut its share of expenditures for public
assistance by one-half by merely reducing its average assistance pay
ments from $50 to $35-a temptation which may be great in the face
of rising costs of State governments.
The general effect of the formula can be illustrated by showing the
Federal amount received where assistance payments average $25 and
where benefit payments are at a $50 level. Where payments average
$25, 80 percent of the funds come from Federal sources; on the other
hand, where payments average $50, only 60 percent comes from
Federal funds.
(b) It deviates from the principle of public assistance and FederalState relationship.-Public assistance for the aged and dependency
groups was designed to serve as a transitional method to tak-e care of
these until the old-age and survivors insurance program wats sufficiently
matured to handle most of this protection on a contributory basis.
Residual cases could then be handled locally at local expense. On
this basis the program was designed to encourage and assist the States
to pay adequate benefits to needy people within the purview of the
program. The practical effect of the proposed formula will, however,
be to discourage States from paying adequate benefits and to encourage
them to make payments only up to $35. When a person is entirely
destitute, particularly in urban areas, it is manifest that $35 is hardly
sufficient for any reasonable living standards throughout the country,
as the majority apparently believe. The result of the proposed for
mula is to start a trend in old-age assistance away from the case work
determination of individual need and turn it into a mass-production
benefit-roll technique for which the system was never designed.
(c) It encourages the use of this program for political purposes.
Political pressures within States have already resulted in placing per
sons on the rolls who are not qualified for benefits. Although, for
example, the national average for aged persons on the assistance rolls
is 228 for every 1,000 over 65, the State of Louisiana has placed 8 out
of every 10 persons over 65 on the old-age assistance rolls-an increase
of over 100 percent in the past year. Providing four Federal dollars
for each State dollar to those States which have old-age assistance
payments of only $25 encourages abuse.

(d) The proposedformula lends impetus to the shifting of a State re
sponsibility to the Federal Government .- P ublic assistance is essentially
a State responsibility. This was recognized in the original recom
mendation on the President's Committee of Economic Security in
1935 and is implicit in the fact that aside from sharing in the costs of
assistance and administration, the role of the Federal Government
has been limited to that of setting minimum standards and providing
technical advice on administrative problems. Under the proposed
formula, however, impetus is lent to the tendency to shift this re
sponsibility to the Federal Governmnent. Under the proposed formula
80 percent of a $25 payment will come from the Federal Government,
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and 71 percent of a $35 payment. A gradual shifting of this respon
sibility will lead to the imposing of this program on the Federal
Government rather than the absorption on a local level of cases not
provided for under the insurance program.
Regard should be given to the relatively favorable position of thle
States to meet their own obligations in comparison to that of the
already over-burdened Federal Government.
DANIEL

A.

REED.

ROY 0. WOODRUFF.
THOMAS A. JENKINS.
RICHARD M. SIMPSON.
ROBERT W. KEAN.
CARL T. CURTIS.
NOAH M. MASON.
THOMAS E. MARTIN..
HAL HOLMES.
JOHN W. BYRNES.

ADDITIONAL MINORITY VIEWS
Excellent though the majority's findings are in many respects,1
regret to dissent from the majority report of the committee. I concur
in the major portion of the findings of the minor ity report, but wish
to express these additional views. My dissent from the bill reported
out does not stem from opposition to a liberalized social-security
program; instead it arises from the fact that the bill reported out fails
in some major respects to do the very things a liberal and effective
social-security program should do.
The old-age and survivors insurance program is a grossly unsound
and ineffective tool for the social-security purposes it attempts to
accomplish. Because it is so unsound and ineffective, I cannot agree
that the mere extension of its coverage or a mere numerical revision
of its benefit formula, such as the majority of the committee proposes,
can bring about significant improvement. Instead, the very funda-~
mentals of the program should be objectively reexamined, and to the
extent that such reexamination indicates the need for drastic over
hauling of the program, that overhauling should be done, even though
it proves necessary to abandon completely those concepts on which
the present program rests.
I should like to outline what I consider the major shortcomings of
the old-age and survivors insurance program, both in its present form
and as it would be amended by the reported bill. At the same time
I shall indicate what I believe is the necessary remedy.
I. THE OLD-AGE AND SURVIVORS INSURANCE PROGRAM FAILS TO PRO
VIDE AUTOMATIC BENEFITS FOR THE MAJORITY Or THOSE PERSONS
WHO ARE IN NEEDY CATEGORIES NOW

The program makes grandiose promises for the future. Even with
its coverage excluding certain occupations, as under the reported bill,
the great majority of the aged population of a half century from now
will be eligible for the program's benefits, since most of the young
men~starting out to work now or in recent years will have full oppor-_
tunlty to get the required calendar quarters in covered employment
at some time during their working lifetime. Most of today's young
women either will similarly succeed in getting these calendar quarters
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or will be married to men who so succeed, so that they too will qualify
for benefits either in their own right or on behalf of their husbands.
But what of today's older population? Of the 5.2 million men now
aged 65 and over, only one-third are insured under the program, and
of the 5.5 million women of these ages, only one-fourth are either
insured themselves or are the wives or widows of insured men. This
is because only those who are still fortunate enough to have remained
at work for much of the time since the program actually started in
1937 could obtain the calendar quarters of employment needed to be
insured today. Many of the men over 65 today were already too
old to be at work back in 1937, or were already disabled or unem
ployed. Many of the women are wives or widows of 'Men who had
already left work by 1937; in fact, many of today's widows had
already become widows by that date or before 1940 and so could not
qualify for benefits.
True, the Social Security Act includes a program of old-age assist
ance said to be designed for the benefit of those who were too old to
qualify under the insurance program. But old people do not want the
stigma of receiving assistance benefits which are based on a needs
test. They want automatic benefits, even though modest in amount,
t~hat they can call their own. The old-age assistance programs,
even when conscientiously administered, have proved shamefully
dishonest in their results. Some old people, of the most deserving
type, have remained in need rather than go on assistance. Other old
people have become a burden upon their conscientious, but poor,
children. Those who get assistance benefits have, in some cases,
concealed their assets in order to qualify for the benefits; on the other
hand, hundreds of thousands of even more deserving people have
declined to do this and at the same time have suffered harsh depriva
tions. Other deserving individuals without assets of any kind have
finally had to apply for this assistance, but it has broken their spirit,
destroyed their independence, and changed their entire outlook on life.
The men now aged 65 or over who are eligible for social-security
insurance benefits come, by and large, from the more well-to-do
portion of t'he aged population, since these men either have worked
recently or are still working. If we were to remove from consideration
the more opulent one-third of the older male population, and concern
ourselves only with the poorer two-thirds, who might be said to be
in the economic levels of qualifying for public assistance in the more
liberal assistance States, we would find that probably only about
one-fifth of this poorer group have qualified for benefits under the
insurance program. This indicates the degree to which the insurance
program has failed to take care of those older persons for whom its
benefits should be primarily available.
IIt is said that the extension of coverage, as provided in the bill
reported by the committee, will tend to remedy this situation. The
majority of those of today's old people who are ineligible for insurance
benefits are no longer regularly employed, so that the mere extension
of coverage to those occupations not now covered cannot help them.
Such extension of coverage may make it even more probable for future
generations of old people to become insured, but it cannot take today's
old people off public-assistance rolls or help those old people who are
now in distressing circumstances because they cannot get insurance
benefits and refuse to apply for public assistance.
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'What is needed is an extension of automatic benefits (i. e., benefits
available without a needs test) to the millions of old people who could
not qualify under a wage-record insurance program and yet who, over
their past working lifetime, have worked just as faithfully as the more
fortunate few who now qualify. No other way can possibly provide
these deserved benefits.
There are those who frown upon the idea of paying every citizen an
old-age benefit. These critics should examine the present program.
Under this program, we are now paying a privileged few, some of
whom are independently wealthy, amounts that are many, many
times more than what they have paid in. Under our old-age assistance
program, which is part of social security, one State has now on the
assistance rolls, 8 out of every 10 of its inhabitants over 65 years of age.
Every taxpayer in the country is helping to carry these loads.
What we say of the old people is equally true of the other categories
in need. Mere extension of coverage will not put onto the insurancebenefit rolls those orphan children whose fathers have already died.
Should the Congress decide to go into the field of permanent disability
benefits, the method provided for in the bill of the majority is unsound,
costly, and very inequitable and unjust. Mere provision of disability
insurance on a wage-record basis cannot put on the benefit rolls the
large number of people under age 65 who are now permanently dis
abled. It can never help the hopeless cripple who has been such all
his life. The administration's proposal offers nothing but relief for
the crippled individual who as a child never knew what it was to run
and play. It can never help the individual who is stricken by some
dreaded disease before he reaches his working age and never gets the
chance to hold a job. Such provisions may help some of the disabled
of later generations, but we should not overlook today's needy or leave
them to the mercy of public assistance, if the field of total disability
benefits is going to be entered by the Federal Government.
II. THE OLD-AGE AND SURVIVORS INSURANCE PROGRAM FAILS TO MAKE
DISTRIBUTION POSSIBLE OF
THE MOST SOCIALLY ADVANTAGEOUS
FUNDS AT ITS DISPOSAL

Social-security funds are necessarily limited in amount, since they
depend upon the amount of economic productivity in the Nation and
the possibility of drawing off a portion of this productivity for socialsecurity purposes that is not too large to injure the Nation's economic
health. Because of this limitation, it is of the utmost importance that
these funds be distributed wisely.
But the insurance program fails to make this wise distribution be
cause it is tied down by the, concept that benefit amounts should vary
directly with the worker's former wage level. This concept of "the
higher the wage, the higher the benefit" has generally been rationalized
on the ground that a greater "wage loss" is suffered when a higherpaid worker dies or retires than when a lower-paid worker does. But
I feel that this concept results in a maldistribution of social-insurance
funds and ignores the. important fact that the higher-paid worker
should be expected to accumulate far greater resources than the lowerpaid.with which to supplement his social-insurance benefit. ID fact,
this concept is so inconsistent with the social-insurance objective set
forth above, that the reverse concept of "the lower the wage, the
higher the benefit" would be more' nearly correct.
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It is my belief that benefits should be uniform in amount and in
A system providing uniform
benefits would recognize the fact that since the amounts available for
social security are necessarily limited in total, it is far better to divide
up these a-mounts without discrimination than to pinch one man's
benefit in order to deal more generously with another man.
A social-security system, subsidized as it intrinsically is from public
funds, should not be the medium for continuing the higher-paid
worker's differential in living standard over that of his lower-paid
fellow citizen. It is the function of the higher-paid man's greater
personal resources to provide a supplemental benefit for the purpose
of continuing this differential. While the higher-paid man may not
wish to make such provision, he has the choice to do so. And he has
a choice of -methods by which to do it. If he prefers not to use private
channels, such as thrift or insurance organizations, or union or other
cooperative funds, he should have the opportunity of using public,
but not subsidized, channels.
A claim which has been made for the variable benefit concept is
that under it are reflected geographic differences in living, costs. This
claim can hardly be taken seriously since benefit variations within
almost any fair-size town will be much greater than variations in
benefit averages as between different towns or different parts of the
country. It has been well established that variations in average
expenditures between one locality and another reflect variations in
living standards much more than they do variations in living costs.
And to the extent that an individual's need for a higher benefit is due
to a genuine local variation in living cost, it is the function Iof his own
community or State, whose increased living cost is matched by in
creased fiscal capacity, to make up that benefit differential to him by
means of State-financed public assistance, and not the function of
the Nation-wide social-security program.
The benefit differential cannot be justified on the ground of indi
vidual equity. Primary insurance benefits which would be awarded
in 1950 under the bill proposed here by the majority, for a worker
who has been steadily employed at an average of $250 a month, are
$16 a month greater than the benefits for a worker steadily employed
at $100 a month. Yet, less than $2.47 differential in primary benefit
amounts can be justified actuarially by the higher contributions of the
$250-a-month man. In other words, the higher-paid man has paid
for $2.47 more in benefits but receives $16 more in benefits. This
small actuarially justified differential is due in part to the newness of
the program, for, at present, contributions pay only a small part of the
benefit costs. But it is doubtful whether, even in the long run and
under the higher contribution rates of the committee bill, the diff er
ential in employee contributions will ever justify the differential in
benefits between the lower-paid and the higher-paid worker. While
it is true that the higher-paid worker derives a benefit which is lower
relative to his previous earnings than that of the lower-paid worker,
and also that the higher-paid worker pays a larger relative share of
the cost of his benefits than does the lower-paid worker, the important
fact is that the higher-paid worker derives a greater dollar profit than
the lower-paid worker.
A case in point showing that the present system does not make a.
proper social distribution of funds is that of the corporation official,
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whose salary is somewhere above $250 a month, who has been under
social security since it started, who retired in 1949, 'andwhose wife is
the same age. Under existing law, this husband and wife are drawing
$67.80. This man has paid into the trust 'Lund a total in his lifetime
of $390, or less than the amount that he and his wife are drawing out
in 6 months. The m~easure before us would raise this man's benefits
to $64.40 and the wife's beniefits to $32.20 or a total of $96.60. This
increase is given to them without any needs test.
The pending measure so departs from a social program as to make
the insurance benefits for an orphan, in some instances, conditioned
on whether or not that orphan was born in wedlock; yet, this same
program makes possible old-age-retirement benefits as a matter of
right to the professional gambler or any other person who makes his
livelihood in an unlawful enterprise.
A widow, whose husband was not under social security, or whose
husband died prior to 1940, receives no payments from the Federal
Government without going on rielief.
Take another case of a young lady who, upon reaching her majority,
gives up her career and her opportunity for marriage, to care for her
invalid mother. Suppose the mother lives until she is 80, and by
that time the small resources of the family are exhausted. This
daughter will never be entitled to any social security payments as a
matter of right based on a&wage, record. She can only look to relief.
A system of uniform benefits would remove these inequities and
correct this socially adverse distribution.
INSURANCE PROGRAM FAILS TO
III. THE OLD-AGE AND SURVIVORS
PROVIDE THE FLEXIBILITY NECESSARY TO KEEP ITS BENEFITS IN
LINE WITH SOCIAL AND ECONOMIC CHANGES

A major purpose of the committee bill is that of adjusting the
benefits of the insurance program to meet the changes in living costs
which have transpired since the present law's benefit formula was
adopted. I cannot view the remedy as a satisfactory one, and I
view the very problem as evidence of the program's basic unsoundness.
Can the benefit-formula revision of the committee bill, coupled
with the special-adjustment schedule for benefits already on the rolls,
rectify the benefit-wage relationship for a substantial number of years
to come? Obviously not. In view of the constantly changing levels
of prices and wages, the revision would only be a temporary expedient.
If wage and price levels fall substantially in future years, the ratio of
benefits to wages could be disastrously high, both socially and, eco
nomically. The more probable long-termn trend, however, is upward,
and not many years may elapse before this trend will give rise to a
demand for further adjustment. It should be remembered, too,
that the real urgency in such times is that of the situation of those
who will already be on the beneficiary rolls. Those who will still be
working will see their benefit amount (as it appears on paper) rise
somewhat with rising wag6 levels and can, of course, hope that Con
gress will make further revision in the benefit formula before their
retirement or death.
Does not this need for continual revision of the benefit formula,
and in particular the even more urgent need for repeated specialadjustment schedules for benefits for those already on the rolls, point
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clearly to the absurdity of basing benefits on wage histories? Will
it not, in fact, soon make a shallow mockery of the claim that benefits
are based on wage histories? Can a social-insurance system presume
to meet social needs of the future on the basis of records of the past
and present? ' Not only in terms of benefit level's but also in terms of
various other economic and social factors, we are powerless to outline
properly tomorrow's needs and to promise benefits accordingly. A
retirement age of 65, for example, may well become obsolete in a
future population whose age composition and health characteristics
could be such that 65 would be too low an age, both biologically and
economically, for superannuation.
A private insurance company or a privately funded pension system
cannot readily do other than to promise those now insured or covered
in such company or systemn specific future benefits dependent upon
present premiums or contributions, which in turn may be dependent
upon present income levels. But a social-insurance system need not
have the limitation of this inflexibility. And, in fact, this very lim
itation on the part of private insurance and private pensions makes it
the more urgent that social insurance possess the flexibility to be au
tomatically adaptable to economic and social change.
As will be shown further on, this flexibility does not connote insta
bility; nor need it be achieved through the medium of public assistance.
In fact, today's dual system of Federal insurance benefits for the se
lected few and Federal-supported public assistance for many of the
remainder is responsible for much of today's instability. At the pres
ent time the average old-age assistance monthly payment exceeds the
average primary insurance benefit by about $18. The passage of this
measure would probably put the insurance benefit amount in the lead,
but the race would only have begun. The insurance beneficiary, mis
led into thinking he has paid for his own benefit, is resentful of the
assistance recipient's receiving a comparable amount without having
paid contributions toward it; and the latter, who suspects the actual
truth that the insurance beneficiary has paid only an infinitesimal por
tion of the cost of hi's benefit, rightly resents the fact that he himself
has had to submit to a needs test in order to get assistance. The two
systems will therefore compete with each other for increasing political
favor, and this competition, combined with the extreme long-range
cost increases inherent in the measure before us, could prove to be a
major inflationary factor in the Nation's economy.
Under the present system, this Government is saying' to a young
man 21 years of age that they will pay him a definite amount upon
retirement at his retirement age. He is not only promised the exact
amount that he will receive upon retirement, if his age is then 65,
but how much he will receive each month if he lives to be 90. What
the price level will be at the time he is 90, what he will need, or what
the taxpayers can afford to pay at that time, are all factors that are
totally disregarded. What will happen is that future Congresses will
have to revise his benefit formula. 'What, then, is the value of all
these wage records? Why maintain a huge, staggering bureaucracy
to maintain wage records that will have to be disregarded later?
On frequent occasions Congress has voted a very costly program,
such as in the field of veterans' legislation or housing. There is an
end to such programs. They do expire. There is no end to our socialsecurity program. It runs into perpetuity. We bind oncoming gen
erations to pay untold billions of dollars not only 50 years from now, or
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100 years from now, but so long as the Government of the. United
States stands. It is totally unmoral.
Let us permit our children and our grandchildren to decide how
much per year they of their generation will pay-for social security.
We should not bind them by contract to pay untold billions each year,
as the present system does-. The right of self-government means not
only freedom from kings, tyrants, and dictators, but it means freedom
from the past.
IV. THE OLD-AGE AND SURVIVORS INSURANCE PROGRAM IS ABSOLUTELY
LACKING IN SOUND FINANCIAL STRUCTURE

For the old-age and survivors insurance program to be truly effec-.
tive, it must not only be effective now but also give the assurance of
being effective in the future. Such assurance cannot possibly be given,
it seems to me, when, as in. the case of either the present law or the
measure before us, the following conditions are present:
1. Annual benefit disbursements of future years will be vastly
greater than those of the immediate future, in fact, possibly ten or
more times as great, due primarily to the fact that the number of.
beneficiaries will greatly increase.
The committee's actuary advises me that the best estimated cost of
our old-age and survivors and disability insurance program for future
years is as follows:
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$3,800,000,000.
$6,200,000,000.
$8,400,000,000.
$10,600,000,000.
$11,700,000,000.

The above is based upon the limited coverage that we will have after
the pending bill becomes law. Should the coverage be made univer
sal, our actuary advises me that the best estimated cost-would be as
follows:
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$4,200,000,000.
$6,800,000,000.
$9,500,000,000.
$11,900,000,000.
$13,000,000,000.

The foregoing tables make no allowance for possible liberalization of
benefits which may be made in the future.
2. No definite scheme for meeting these greatly increasing costs
has been established. The alleged reserve now in the trust fund is
already $7,000,000,000 short, and the program is new.
3. Proposed combined rates of employer and employee contribu
tions are so small that acturial costs are not met even with respect to
the youngest workers now covered, for whom contributions will be
paid throughout their working lifetime.
In addition to the above conditions, which spell uncertainty for the
program's future, the following conditions also seem incorrect for a
social-insurance program:
4. The present tax structure is highly regressive.
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5. Incomplete coverage, by which I mean not oniy incomplete cover
age of the working population but more particularly the exclusion from
benefits of most of those now old, disabled, or orphaned, means that
the cost of employer contributions and eventual Government subsidy
are borne by those who can-not benefit from the program.
The fact that the cost of the program will so greatly increase over
future years, or rather that the number of beneficiaries is so small now
as compared to future years, is unfortunate in a number of respects.
It signifies the fact, as indicated at the beginning of this report, that
the program is not doing its job now and will not be for some decades
to come. But it also means, I am convinced, that no suitable method
of financing can be found. To adopt a method requiring contribu
tions of the level actuarial type would be a political impossibility, and
even if it could be achieved it would have the adverse effect that in the
early years of the program much more would be taken out of the
Nation's economy than would be put back into it in the form of bene
fits. On the other hand, not to require level actuarial contributions
would mean, as is now the case, that-even with respect to the young
est workers-benefit costs would be underfunded and the public would
have no real appreciation of the true costs of the program.
Another objection to a program in which the number of bene
ficiaries is much smaller in the early years than in the later years is
that, regardless of what financing method is adopted, there will be an
uncontrollable tendency toward undue liberalization of individual
benefit amounts. With only relatively few beneficiaries on the rolls
now and in the immediate future, it is only too simple a matter to
propose that individual benefit rates be approximately doubled; that
primary benefit amounts in, excess of $100 a month be promised, as
well as combined husband-and-wife amounts of $150 a month. With
only a relatively small number of present beneficiaries and with present
benefit disbursements far below contribution receipts, the ability to
fulfill these promises over the next few years seems to be all that
matters, and the tremendous future cost, which will result when there
is a much larger number of persons for whom we have made commit
ment of these benefit amounts, is too easily ignored.
I insist that a realistic program be established in which the number
of beneficiaries now will be at least comparable to the number in the
future. Under such a program, careful thought would necessarily be
given to any liberalization of benefit amounts , for the cost of any
such liberalization would be felt immediately.
Under such a plan, disbursements from tue program would ffequire
matching: by incoming revenue, either over each year or over a short
period of years, thus affording a definite program of financing.
It has been frequently pointed out that those now in receipt of
primary insurance benefits under the program have paid but a very
small portion of their cost. Of the primary beneficiaries now on the
rolls, virtually none have paid more than $400 in employee contribu
tions, some have paid less than $10, and the average amount of total
employee contributions for these benefits has been less than $150.
Yet the actuarial value of the benefits, as of the time of the beneficiary's
being placed on the benefit rolls, has averaged about $3,000, and if
allowance were made for the value of possible wife's and other benefits,
the value would be much greater. While over the long run employee-
contribution totals will become much higher than at present, they
will not pay for a significant portion of benefit costs.
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Let us consider the case of a man who is now 40 years of age. Let
us assume that he has been under old-age and survivors insurance
since it started in 1937, that he and his wife are the same age, and that
both will reach 65 at the same time. We will also assume that his
average monthly wage has been $200. This man will have paid in
in taxes according to the schedule, in present law the sum of $1,440,
and his employer a like amount, -ora total of $2,880.
This amount would have purchased him a monthly benefit of
-$14.10 on an actuarial basis. However, under existing law he would
-draw $47.95 a month and his wife would draw $23.98, or a total of
.$71.93. In less than 3% years he and his wife would draw out every
thing that he and his employer have paid in, even though he would
-havebeen covered for 37 long years. The actuaries say that the total
value of all these benefits under existing law is $9,770. Under the
pending measure his benefits will be raised to $71.10 a month, his
wife's to -$35.60 a month, or a total of $106.70 a month.
Now let us take the case of a much older man, one who reached
65 years of age on January 1 of this year, and has been under social
:security since it started, at ant average monthly wage of $100. We
will also assume that his wife is the same age. This man has only
paid in a total of $144 in taxes and his employer has paid a likeamount.
Actuarially, this would have purchased for him a monthly benefit of
,only $1.45. Under the present law he receives $28 a month as long as
he lives and his wife receives $14. Should his wife live longer than he
does, she will draw $21 a month as long as she lives.
The actuarial value of this man's benefits is $3,460 and the wife's
and widow's benefit is $2,240 or a total actuarial value of $5,700.
This is provided at a cost to the man and his employer of $288. The
measure before us will raise this man's monthly benefit to $49 a month
and his wife's benefit to $24.50 a month, and if he die-, first the widow
will then receive $36.80 a month -all of this for the total cost of $288.
The proponents of the present program, as liberalized by the pend
ing measure, cldim to prefer insurance payments to assistance, and
a contributory program to a noncontributory one. What they pro
pose, however, is just the reverse of this stated preference. They
favor a program which would leave for large numbers of needy per
-sons only needs-test assistance,. while at the same time favoring others
with virtually noncontributory insurance benefits. A plan which
would provide automatic benefits for all those now old, or otherwise
entitled to benefits, would require the portion of the population now
working to pay a cost equivalent to the value of their own benefits,
and such a plan would therefore be contributory in its effect. The
generation now working would be paying for the benefits of those
now old (or the sufrvivors of those now dead), with the assurance that
when they become old their benefits (or if they are then dead, the
benefits to their survivors) would be paid for by the generation then
working. Such a program, I feel, would be both sound socially ajLd
sound financially.
I submit that in any given year, those individuals who are so
blessed as to have a job and good health so that they can produce,
should carry the load for those unable to produce for themselves in
that particular year, that the cost should be paid in full in that year,
and that when the year closes, nothing is owed and nothing is promised.
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Such a method will eliminate this huge bureaucracy now adminis
tering social, security, it will eliminate the use of a costly and useless
system of wage records, and it will not be committing future genera
tions of taxpayers of 20 years, '50 years, or 70 years from now, to the
untold billions, to which .the present system is committing them.
I propose a program of modest benefit amounts, one that could be
borne by a present tax rate not much greater in total effect than the
cost, of Federal grants for public assistance plus the combined amounts
of employer and employee contributions at present. But I would pre
fer that this tax be in the form of an addition to the current normal
income tax rates. The pay-roll tax, as noted above, is regressive in
effect. The employer portion of the pay-roll tax can probably be
adequately justified for financing hazards directly related to current
employment, such as loss of wages due to temporary absence from
work, but we cannot see its rationale as a method for financing longterm benefits, relating to the one-time hazards of death, or old age.
How muich can the Nation spend in any one year for social security?
If we pay. our social-security bill each year as we go, and a specific
tax is levied for that purpose, the taxpayers-through the powerful
medium of public opinion-will prevent those payments from getting
too high. On the other hand, the aged, the orphaned, and the-wid
owed, likewise can exert a great influence on public opinion and thus
prevent benefits from becoming too low. These two forces should
balance each other. This is not accomplished under the present pro
gram because of its cumbersomeness, alleged reserve system, and the
binding commitments it makes on future, generations.
'V. THE OLD-AGE AND SURVIVORS INSURANCE PROGRAM IS
ADMINISTRATIVELY COMPLEX

Under the present law, it is claimed, the wage record system has
worked well and with little 'cost in comparison with the benefits of the
program. Yet it appears that the system is a wasteful one if, as I
believe, a, program at least as satisfactory can be developed without
the use. of wage records. Moreov~.er, even though the most modern
labor-saving devices have been applied in the operation of the wage
record system, the cost is substantial.
Let us consider how a wage record is used ini our present socialsecurity law. If a young lady 18 years of age goes to work in an office,
she must apply for and receive a social-security number. Every time
her employer p~ays her he deducts her tax and adds the employer's tax
and sends arecord of this tax and wage paid, to the Go vernmen't. The
Social Security Administration opens an account for her and the tax
payers .must emiploy Government workers to handle, preserve, and
maintain that recor~d, probably for 70 or 80 years. This young lady
may work a few mionths and get married.. Years later she may go
back to work for a month or two, further social security taxes are paid
iind a further report of wages paid; this results in some more expensive
.Government bookkeeping. She may work periodically several times
during her life but never enough to qualify for old-age insurance.
Yet the taxpayers must maintain~this expensive wage record for her.
Or take the case of a man who starts to work and works con
tinuously, the keeping of his wage record by the Government is
expensive. It is very likely that several times before he dies the cost

SOCIAL SECURITY ACT AMENDMENTS OF 1949

183

of living and prices generally will change to the extent that the benefits
that he is to receive have to be changed, thereby rendering these past
wage records entirely useless. We must also not forget that many
very fine citizens, who lead productive lives and make their con
tribution to society, never have a wage record. It is exceedingly
difficult, and in some cases almost impossible, to apply the -present
program to those citizens.
Approximately 8,000 of 'the 15,000 employees engaged in the
administration of the present program are directly concerned either'
with the enforcement of the pay-roll tax or the processing of the
quarterly employer reports and the maintenance of the many ibilhions
of wage accounts. Practically all of these operations, and some
portions of the remaining operations, could. be dispensed with, if
benefits were independent of wage records.
Under extension of coverage, the administrative effort' required
in employment-tax enforcement will be greatly increased, and the
percentage increase in administrative costs will be much greater than
the percentage increase in the number of persons covered. The
definition of the term "employee," which proved so difficult for the
committee, and the definitions of "covered wages" and "self-employ
ment income," likewise difficult, are problems which are not necessary
if we follow a system that is not based upon wage records.
On the other hand, financing old-age and survivors insurance
benefits by an income tax method, without wage records, would not.
only eliminate the above costs but would add practically no cost to
the present expense of collecting income taxes.
CONCLUSION

I have, in the foregoing paragraphs, presented only some. general
ideas of how I would overhaul the insurance program. To put these
ideas in somewhat more concrete, but not at all final, form, I am
submitting the following outline of tentative benefit proposals:
1. Payment of old-age benefits to all citizens who have reached
retirement age or over, to the widows' of deceased citizens and to
their orphaned children under age 18.
2. Paymnents within each category (aged, orphaned, etc.) to be
uniform in amount, though amounts for different categories may
differ.
3. No needs test or work clause, except that other Federally
supported benefits ~programs would be offset.
4. Federal grants-in-aid for old-age assistance and aid to dependent
children would cease, and all such assistance payments would be
State financed.
5. Benefits provided would be financed by addition of a fiat per
centage rate, especially designated in the return, to the normal.
income tax rate.
6. Benefit amounts would be included as taxable income in the
ordinary income tax return. This would discourage many who do
not need it from applying for the benefits; at the same time, evils &f
the present system would be eliminated and the costly burden of
supporting thousands and thousands of welfare workers, inspectors,
record offices, and the like would be eliminated.

184

SOCIAL SECURITY ACT AMENDMENTS OF 1949

I would repeat, however, my earlier statement that such overhauling
moust be preceded by an objective and thorough reexamination, such
as has not been done to this time. I do not disparage the work of
previous congressional groups on this subject, and particularly not
the work of the present Ways and Means Committee, wbich is to
be congratulated on its rejection of somne of the most extravagant and
visionary proposals contained in the original Administration request
for legislation. The committee has perhaps done the job as well as
possible by patching up a hopeless program, and trying to make an
untenable program work.
On the other hand, with due regard to the bigh caliber and public
spirit of the individuals comprising the various advisory councils on
social security, I feel it regrettable that these councils have not been
able to make more thorough reexamination of fundamentals. Each
council has been made up of individuals who were experts in their
own outside fields and who, being extremely busy men in these outside
fields, could not take the necessary time to make such reexamination;
consequently, acceptance of the proposals developed by the Social
Security Administration staff members became an almost inevitable
course. I feel that a study should be made by a group consisting
largely of persons who can devote full time for several months to th e
work, who are largely technicians in thi's' feld, and who at the same
time are fully independent of Administration pressure. Only in this
way can a wholly objective and thorough chart be laid for future
development.
CARL T. CURTIS.
FURTHER MINORITY VIEWS
We have'signed the minority report because in our opinion it is
preferable to the majority report, but we do not approve all that is
contained therein. We can and do subscribe to the views expressed
by Representative Carl Curtis in his "additional minority views,"
especially to the specific recommendations found in his "conclusion."
NOAH M. MASON.
JOHN
APPENDix

W. BYRNES.

A

MEMORANDUM OF DISSENT BY TWO MEMBERS OF THE ADVISORY
COUNCIL ON SOCIAL SECURITY TO THE SENATE COMMITTEE
ON FINANCE
Total disability should be covered by State assistance programs aided by Fed
eral grants and should not be included in a Federal contributory social-security
program.
Lessons from life insurance experience

A persuasive theoretical case can be made for including total disability benefits
in the Federal old-age and survivors insurance system. Total disability is a
distressing catastrophe' involving serious consequences for those whom it over
takes and for their dependents. However, the way to meet the situation and at
the same time avoid many of the pitfalls indicated by life insurance and other
experience is on an assistance basis.
In the 1920's a persuasive case was developed for the inclusion of total and
permanent disability income provisions in life-insurance policies. There was no
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doubt that this type of insurance was popular and met a real need. Accordingly,
the life-insurance companies issued large amounts of insurance providing the
disability income benefits only to learn by hard experience during the depression
of the 1930's, involving literally hundreds of millions of dollars of losses, that in
surance of this type cannot be issued safely except under severe restrictions as to
benefit provisions, rigid selection of risks, high premium charges, the most careful
scrutiny of new claims, and an adequate follow-up of those receiving disability
incomes.
It is sometimes claimed that the difficulties and losses incurred by the lifeinsurance companies arose from the overinsurance of well-to-do persons who-built
up disability insurance coverage to unsound levels. It is true that this was a
source of heavy loss. However, the hazard of the disability coverage was clearly
evident in group insurance where the rates of disability during the depression rose
to a greater extent than did the rates under ordinary insurance. The group
experience is much more significant as a criterion in considering total disability
on a contributory basis in a social-security program because it related to wage
earners, was issued on a wholesale basis without adverse selection by the insured,
and was free from the overinsurance characteristics of business issued on an
individual basis.
Some life-insurance companies today sell disability income insurance in con
nection with life insurance .to carefully selected male applicants on a very restricted
basis and at high rates of premiums. This fact provides no basis whatever for
claiming that all gainfully employed persons could safely be covered for total
disability in a contributory social-insurance program.
Unfortunately for reasons analogous in some ways but different in others, total
disability benefits cannot be included in a Federal contributory social-insurance
program with any reasonable assurance that claims can be limited to the type of
disability envisaged when the program is adopted. They will get out of hdnd
just as they did in the life-insurance experience. The reasons are outlined below,
The break-down of the system is most likely to occur in period of unemployment
In the prosperous years of the middle 1920's, the life-insurance companies
were able to administer the total disability insurance provision with relatively
little trouble. Because of the problems inherent in a political system providing
benefits available to practically all wage earners in all occupations, a Federal
contributory total disability benefit program would probably experience more
trouble than the life-insurance companies in periods of prosperity when job
opportunities are plentiful. However, very serious difficulties would develop
when unemployment began to assume major proportions.
Under such condi-
tions, there would be tremendous pressure to attempt to prove disability to the
extent necessary to get on the Government benefit rolls.
Theoretically it would appear easy to prevent abuse of the system, but prac
tically, as the life-insurance companies discovered, the problem is extremely
difficult to handle. The crux of the matter lies in the fact that it is5next to
impossible to evaluate total disability when there is a determination to attempt
to prove that one is disabled in order to obtain a potential life income from the
Government. Claims exceedingly difficult to evaluate are those where it is
alleged that the disability which prevents one from working is of the subjective
type that is next to impossible to disprove-for example, the various manifesta
tions of "rheumatism," feigned or imaginary angina pectoris, and nervous
disorders.
Once on the benefit rolls, it would be hard in a large percentage of cases to get
the worker to return to his job. An individual's net earnings as a worker after
deduction of taxes, union dues, and contributions for insurance benefits, after
paymdnt of transportation and meal costs, and purchases of work clothes,, would
in many instances, not be sufficiently attractive to induce him to return to work
as compared with the tax-free disability payments and freedom, from other
charges. Moreover, being on the benefit rolls would give many persons awelcome
sense of security not present in regular employment, especially if they were of the
marginal type in ability. Many would prefer a small income with security, to a
larger income with what they would consider insecurity.

This would be true because after the period of unemployment which had
caused the increase in the number of persons on the benefit rolls, there would be a
substantial residue of persons with impaired earning power, whose net earnings
if they returned to work, would not be enough more than their benefits, based upon
prier earnings records, to make it appear worth while to go back to work. These
individuals would do everything in their power to have their disability incomes
continued.
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Another factor in periods of unemployment that would greatly increase the
problem of holding disability claims to proper limits would be the incentive em
ployers would have to lay off inefficient workers who later would be represented
as unable to work because of alleged disability. Since the laid-off workers would
probably be those whose efficiency was failing, their chances of being employed
again at their previous wage levels would be small. Hence their disability benefits,
based upon prior wage records, might be very attractive as compared with what
-could be earned net upon again being employed. The incentive therefore to do
everything possible to stay on the benefit rolls would be great indeed. With
unemployment insurance as the first, and total disability as an eventual later
means of support, the temptation to employers, to use the system to get rid of
inefficient workers could have very serious consequences.
It might be thought that workmen's compensation would provide guidance in
appraising the total disability problem. Unfortunately it does not offer much
help. Most workmen's compensation cases arise from accidents and are relatively
easy to appraise and adjudicate. The insurance companies have had but little
difficulty in issuing coverage for disability arising from accidents. It is on the
health side that the problems described above are encountered.
Many people are working who the doctors will say are near the border line and
should stop work. These individuals will be inclined to stop work, and a careful
physician will feel obliged to give them the benefit of the doubt and say they are
disabled for benefit purposes, when they are not totally disabled at all.
In the disability field the primary problem is likely to be determination of the
present or potential ability to do some work, not the diagnosis of a physical con
dition. Many individuals with an unquestioned pathological condition are
earning their support in properly chosen useful work and in so doing are benefited
mentally as well as physically. Others in a similar physical condition are sup
ported in idleness by insurance 'benefits, an independent inc6ome or by their families.
In cases of this type, which constitute a large proportion of disabled individuals,
whether one earns his living or niot depends on economic incentives.
Unfortunately experience demonstrates that cash disability benefits operate as
a deterrent to rehabilitation. Entirely aside from the problem of over-all cost,
any benefit which diminishes the incentives toward rehabilitation and selfsupport is socially undesirable.
Benefits as rights
A basic difficulty to bear in mind is that in any system supported by taxes
specifically levied for the purpose, workers will look upon benefits as rights to
which they are equitably entitled.
This will color their fundamental attitude toward the system and intensify
their demands for benefits when their disabilities do not warrant their doing so.
In taking this position they will feel they are doing what they are equitably entitled
to do and are doing nothing wrong. Moreover, if a person thinks someone else
has received benefits when no more disabled than he, he will contend for similar
treatment for himself.
Though the right to receive benefits is, of course, always limited by qualifying
conditions, yet in the worker's mind it is the question of right that tends to be
uppermost, while qualifying conditions are relegated to the background. The
former 'will be stressed, and the latter soft-pedaled. When fulfillment of the
conditions can be readily verified objectively, as in the case of death or retirement
at a specified age, it is not so easy to lose sight of them or to deny their relevance.
However, when a substantial measure of subjectivity is involved, as in many
types of disability claims, it becomes simultaneously much easier for a worker to
maintain, and harder for an administrator to deny, that the necessary qualifying
conditions are present-and all the more so when the administrator has no strong
motive, financial or otherwise, for denying the claim.
The fact that the plan is contributory would not provide a financial incentive
for sound administration since the source of the funds would be either the large
old-age and- survivors insurance reserve fund or general revenues, as indicated
below.
In the Federal system there would be strong pressure against, and little incentive for,
sound administrationof claims

In a system where the payment of ben~efits depends upon discretion, there is a
strong tendency to be generous in the adjudication of claims, especially when the
money comes from a reserve fund in Washington amounting to billions of dollars.
In the event the Federal Government should bear part of the cost from general
revenues, the feeling that the funds for the payment of claimis were unlimited
would be intensified.
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There would also be an incentive to pay border-line claims, arising from a
feeling that the money available to the system was going to be used anyhow so
that the beneficiaries in a particular locality might as well get their s~hare. Ad
ministrators who did a conscientious job and attempted to hold benefits to bona
fide claimants would likely be subject to local criticism because their claim rates
were lower than those in other communities where lax methods prevailed.
Because the program is operated by the Government, Congressmen are sure to
be appealed to for assistance to have claims approved which constituents believe
are appropriate, but which in fact are far removed from the total disability classi
fication. Appeals of this kind put conscientious Congressmen in a difficult spot.
For those willing to curry favor with constituents at the expense of the reserve
fund or of Federal Treasury, as the case may be, the situation offers great oppor
tunities.
It is also clear that in a system where the payment of benefits is dependent upon
broad discretionary powers to be exercised by Government employees, there would
be opportunity for a national administration to use the system to influence votes.
The mere expression of an attitude toward the treatment of claims would be suffi
cient to determine the votes throughout the whole country of large numbers of
beneficiaries, actual or potential, and their families. There would also be wide-.
open opportunity for political favoritism in handling claims which any political
party in newer could use with great effect if it so desired.
A large percentage of covered workers are women (18 million, or. 40 percent, in 1944)
In 1944 over 8,000,000 women were fully insured under the old-age and sur
vivors insurance system and more than half had worked steadily in covered
employment for 8 years. Women are the most difficult' group to insure against
disability. Claims of disability for types of physical ailments that cannot be
disproved are exceedingly common, e. g., nervous disorders, rheumatism, etc.
Life insurance companies found that out, and except to a negligible extent and
under very restrictive conditions, women are no longer offered disability income
insurance.
There is furthermore the impossibility in many instances of determining attach
ment to the labor market. A woman may have worked for years and when
unemployment appears, or when she merely wants to stop work and take care of
her home, she can quit her job, and after 6 months claim she would like to work
but cannot because of physical disability. She can claim she is able only to be
around the house and do nothing more. Having paid taxes for disability benefits
she will demand them. There would be opportunity for the development of a
serious racket in this area; and organizations would spring up to supply individuals
with information as to ways and means of making claims which would probably be
approved.
All of the foregoing problems are greatly intensified if the woman is married.
Costs
No estimates of costs can forecast the probable drain on the funds resulting
-from
the operation of the forces outlined above.
Experience in other countries
It is sometimes claimed that other countries have blazed the way for the sue
cessful inclusion of total disability in a governmental contributory social-insurance
program. This type of coverage originated in central Europe. To cite Germany
and Austria as examples which we should now emulatle will not carry conviction
in the United States.
In Great Britain the disability program has heretofore been operated by the
so-called approved societies in which the benefit claims of workers were adjudged
by their associates whose own benefit rights would be endangered by the improper
approval of claims. The Socialist government changed this plan* in its recent
revision of the British social-insurance program, but there has been no experience
to indicate that the change will be successful. Furthermore, the benefits under
the program have been so low, only 10 to 15 percent of wages on the average,that
the incentives to abuse were very much curtailed.
The experience of Central and South American countries cannot be cited as
examples we should follow. The social-insurance programs of those countries
are new and have built up no adequate experience. Many of them were set up
by refugees from central Europe operating through the International Labor
Office and simply duplicate the thinking of the central European social-insurance
bureaus.
Therefore, there is no valid experience to guide the United.States in setting up
a contributory total-disability program in its social-security system. The project
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must be appraised by applying the best possible judgment to the particular
situations existing in this country.
Present proposals as an entering wedge
It is generally advocated by those favoring the proposed plan for including
disability benefits in the old-age and survivors insurance system, that the program
be expanded as soon as the initial experience would appear to warrant. The
proposed rules for eligibility are quite restrictive, and the level of benefits relatively
low as compared with old-age and survivors insurance. It has been the general
experience that the smaller tbe benefits in relation to the individual's normal
earnings, the lower the rates of becoming disabled. Therefore, given a few years
of relatively high employment, the experience is likely, on the surface at, least, to
appear to contradict the critics and to justify liberalization of the program all
along the line. Thus the stage would be set for changes which would bring
about the extremely serious consequences described above. The way to avoid
them is to seek another, safer solution to the problem.
Total disability should be provided for under State assistance programs with Federal
grants-in-aid
In view of the many pitfalls involved in Federal contributory disability
insurance, the problem shduld be met through the development of State assistance
programs providing for Federal grants-in-aid. This should be accomplished
under a plan setting up a new specific category of total disability. At the same
time it would be wise to provide for a much more liberal means test than is required
in other types of assistance cases. Since wherever possible the emphasis should
be on restoring the worker to productive activity, it would be unfortunate to have
him and his family reduced to destitution in the process, thus handicapping him
in his efforts to again become a useful member of society.
The States already have the vocational rehabilitation agencies that would be
essential to the proper functioning of the program. One of the undesirable
consequences of plans which pay cash disability benefits as a matter of right, is
that they tend in so many instances to cause the individual person to resist the
process of rehabilitation. When State agencies handle cases on the basis of need,
they have much greater authority in insisting upon rehabilitation.
The States have agencies close to the disabled in their homes, including medical
and case-work facilities for treating individual cases. They can retrain and re-
habilitate many disabled persons, find work for them and render such financial
assistance as befits each case. Where, institutional treatment is required, State
and local institutions already care for many disabled, and this service would be
expanded undpr the proposed program.
In such a State plan the prime emphasis should be on rehabilitation-medical
and vocational-rather than on benefits. Rehabilitation should be undertaken
wherever there is any indication that it would help the disabled person, and cash
assistance should be conditioned on the need for and acceptance of rehabilitation
measures. Disabled persons should be well instructed as to the superior value
and importance of rehabilitation, so that they would come to realize that the
best service the State could render them would be to restore their capacity for
self-support, if only in part. As an incentive in this direction there should be
assurance of work in a protected labor market (sheltered workshops) for those
whom rehabilitation measures cannot fully reequip for a place in the open labor
market, or while they are undergoing reconditioning.
A decentralized system of this kind would render unnecessary the extensive
organization of Nation-wide facilities under Federal control to provide the
medical, technical, and nursing staffs required to handle total-disability cases.
The country should stop, look, and listen before setting up a far-flung Federal
bureaucracy in this area with the wide discretionary latitude in paying benefits
which a Federal program would necessarily entail.
It would be much safer to have the system handled by State agencies. Since
the local taxpayers' own money would be used in carrying out the program there
would be an incentive to administer claims properly which would not exist if the
money came from Washington and was disnensed by Federal ag-ents. Benefits
could not be considered as rights which hadf been paid fbr. Hence doubtful or
fraudulent claims could be held to a minimum.
As in all governmental programs there would, of course, be the possibility of
political abuse in the State systems. However, it would probably be absent in
most States. Where it did creep in, it would not be all in one direction as it
would be under a Federal system which would present a ready-made instrument
at hand for any party which might desire to abuse it. Under the State systems,
different States would tend to cancel each other out politically.
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The State systems would not function perfectly from the start. In many
instances it would take time for the programs to be developed to a high state of
efficiency. However, the presence of Federal grants-in-aid and the setting up of
standards would stimulate the process. Furthermore, the substantial enlarge
ment of benefits for the aged and for children proposed under the old-age and
survivors insurance system, would before long relieve the States of some of their
financial burdens in these areas, and thus release funds for the total disability
program.
Total disability obviously would affect a worker's earning record under the
old-age and survivors insurance system. It should therefore be provided that
the State authorities would certify to the Social Security Administration each
quarter during which an individual was totally disabled and receiving benefits or
rehabilitation under the State system. Then in computing the average wage for
old-age and survivors insurance purposes, the numerator of the fraction would
contain no wages for the quartets of total disability and the same quarters would
be eliminated from the denominator.
cONcLUsION
The discussion of total disability leads naturally to a consideration of the
proper role of a Federal system of contributory social security in a. yast country
like ours. Among the first tests to be applied is the degree of discretion involved
in determining the eligibility for benefits. In old-age and survivors insurance
such determination is largely objective, requiring but little discretionary decision.
Total disability on the other band involves a great deal of subjective consideration,
both on the part of the individuals concerned and of those who administer claims.
Disability claims vary greatly as to types and circumstances and require widely
differing methods of individual treatment.
Because of these subjective characteristics, the handling of total-disability cases
belongs peculiarly in the realm of the individual States and not in that of the
Federal bureaucracy.
Turning over to the Federal Government this area of
individual care would mean further encroachment of Washington upon State
authority, further building up of the Federal pay-roll vote and of the potential
opportunity to exert Nation-wide political influence in the handling of benefit
payments. The fact, as previously indicated, that the Federal plan might be
set up originally with strict conditions as to eligibility and with limited benefits
would provide little if any ultimate protection. Once on the statute books,
continuous efforts would be made to liberalize the eligibility rules and raise the
benefit levels The country would be well advised not to start on this seductive
path in the first place.
It would be most unfortunate if, because of budgetary problems, the States
should be persuaded to reject a properly devised total-disability-assistance program
involving Federal grants-in-aid. A system of this kind would lead to tremendous
improvement in the State systems which are now attempting to handle disability
cases with but little Federal aid. It would have the great advantage of avoiding
the serious and perhaps irrevocable error of providing total-disability benefits
to individuals as a matter of right under a Federal contributory program.

APPENDix

B

Paragraph (2) of the definition of "employee" in HI. R. 6000 was re
wri'tten in accordance with the suggestions made in this analysis.
As finally drafted, paragraph (3) referred to in this analysis appears
as paragraph (4) in H. R. 6000 with the addition of a new factor
(regularity and frequency of performance of the service) and drafting
perfections.
ANALYSIS OF DEFINITION OF EMPLOYEE IN COMMITTEE PRINT
(Prepared for the Committee on Ways and Means by the staff of the Joint
Committee on Internal Revenue Taxation (July 22, 1949))
SUMMARY

The definition of '-'employee" as tentatively adopted can be described in general
as follows:

(a) Paragraph (1) continues the present inclusion of corporation officers

in the term "employee";
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(b) Paragraph (2) is apparently intended to include as an "employee"
any individual who would be an employee under the common-law control test;
(c) Paragraph (3) in general is intended to include as an "employee" any
individual who would be an employee under the Supreme Court or economic
reality test; and
(d) A limited group of door-to-door salesmen is excluded specifically by
an exception to the proposed definition of "employment".
We have attempted in this memorandum to analyze paragraphs (2) and (3)
Of the definition and the exception referred to in (d) above.
PARAGRAPH (2) OF THE DEFINITION

Paragraph (2) of the definition includes in the term "employee"
"(2) Any individual who in the performance of service for any other person for
remuneration is subject to direction and control as to the manner and means of
performing such service, either under his contract of service or in fact;".
Thus, the control element of the common-law test is isolated and made deter
minative of the existence of the employer-employee relationship to the exclusion
of all other factors, however relevant they may be. The result is a test which
may in some cases be narrower and may in some cases be broader than that of
the common~ law. While the factor of control has been traditionally the most
significant, single element of the common-law rule, the courts in its application
have not construed the rule so as to foreclose consideration of all other elements
of the service relationship. For example, among the significant factors which
have been considered by the courts, in addition to that of control, as being indica
tive of an employee status have been
(a) payment of a fixed salary or wage,'
(b) furnishing of materials or tools, 2 (c) working full-time for one person or busi
ness,3 and (d) furnishing of a place to work. 4 The Treasury regulations, which
were continued in force by Public Law 642, stated, after setting forth the control
test:
"The right to discharge is also an importmnt factor indicating that the person
possessing that right is an employer. Other factors characteristic of an employer,
but not necessarily present in every case, are the furnishing of tools and the
furnishing of a place to work to the individual who performs the services."
The extent to which paragraph (2) of the draft would limit the courts and
administrative agencies in examining such other elements of the relationship
cannot be predicted, but the proposed provision does invite the danger that some
individuals who are employees today under the usual common-law rule might
not be employees under pas agraph (2) where the sole criterion is one of control.
If such cases were to arise, the status of the individuals affected would have to be
redetermined and possibly litigated.
It is equally true; moreover, that this paragraph, by making control the sole
criterion, may well result in the inclusion within the term "employee" of iddi
viduals who are not employees today under the usual common-law rules. Where
there is control over the individual performing the services, the individual would
be an employee under paragraph (2) irrespective of the effect of other relevant
factors. This result is in accord with the committee decision to overrule the
Greyvan case (Ilarrsion v. Greyvan Lines, Inc., 331 U. S. 704 (1947)). In that
case the Supreme Court held that owner-operators of trucks were independent
contractors in spite of the considerable control exercised over them by the tax
payer. The Court found the substantial investment of the truckers- in their
facilities for work to be controlling. This reasoning was based upon application
of the so-called economic reality test. Under paragraph (2), if the taxpayer com
pany exercises considerable control over the drivers, they will be employees in
spite of their ownership of their own trucks. It should be noted, however, that
the lower court in the Greyvan case reached the same result as did the Supreme
Court, but did so through application of the common-law rules and not through
the economic reality test. The circuit court of appeals found that elements of
control were present, but it also found that the truckers were free to hire and
control their own helpers. This fact the court found decisive in ruling the
truckers to be independent contractors (156 F. 2d 412 (1946)). Under para
graph (2), the court would be precluded from considering this additional factor,
even though the issue of control alone could not be clearly determined. There
fore, the committee should recognize that, in reaching the immediate goal of
overruling the Supreme Court in its application of the economic reality test in
I Willard Sugar Co. v. Geneseh (50 F. Supp. 82 (1944));, Ridge Country Glub
(1943)); Your Iee Co. v. United States (57 F. Supp. 830 (1944)).

v. United Stales (135 F. 2d 718
ItW.D3.Lakie, Inc. v. United States (70 F. Supp. 665 (1040)).
Willard Sugar Co. v. (Jentoeb, supra.
4 Mateovich v. Angusi, (134 F. 2d 834 (1943)); BeckwitS v. United States (07 F. Supp. 902 (1943)).
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all situations where there is exercise of 'control, it has gone considerably further
and may have also overruled the courts in their application of the usual commonlaw rules.
It is difficult to predict the long-run implications of such action. For example,
there may be a danger that the result in the Crossett Lumber ease (Crossett Lumber
Co. v. United States, 79 F. Supp. 20 (1948)) will be changed. That case held,
under the common-law rules, that logging contractors were not employees. The
court, after giving consideration to the control question, also gave weight in its
decision to the fact that the logghig contractors concerned hired their own em
ployees and had large capital investment represented by trucks and cutting equip
ment. If these additional factors are to be ignored under paragraph (2), then this
result may have to be redetermined. This possibility that paragraph -(2) may
include some groups as employees who are not so included today should be ap
proached with caution, inasmuch as no limitations or exceptioins have been made
applicable to this paragraph.
A second criticism of the wording of paragraph (2) arises from the ambiguity of
the words "subject to direction and control." The words "subject to" may be
broader than either the existence of the right to control or the actual exercise of
control. The words "subject to direction and control" could be construed to
include a situation where the principal does not have a right to control under the
contract and has never, in actual fact, exercised control, but where it may be
argued that he has an "economic power" to control because of superior economic
resources and superior bargaining power. The phrase "subject to direction and
control" appears in the present regulations, but in such a way as to indicate that
a broad, economic power interpretation clearly is not intended. No such limi
tation appears in the proposed draft.
The Bartels case
The use in paragraph (2) of the phrase "whether under his contract of service
or in fact" is intended to reverse the Bartels decision. In that case the Supreme
Court held that the leaders of name bands were in fact the employers of the
musicians in their bands in spite of the fact that the entertainment operators who
hired the bands had signed contracts which set forth their right to control the
musicians in the bands. Paragraph (2), on the other hand, would require the
Bureau of Internal Revenue to look at the contract without reference to the
actual economic facts of the relationship in any such case.
However, there is a technical difficulty in using the phrase "under his contract
of service or in fact," because under that provision the. Treasury could proceed
against either the entertainment operator or the band leader, or both, in the Bartels
type of situation, inasmuch as both appear to be employers within the wording of
paragraph (2), the entertainment operator being an employer under the contract
and the band leader being an employer in fact. It may be safe to assume that
the Treasury would proceed only against the entertainment operator, but under
the wording of paragraph (2) the band leader would have to rely at his own risk
on the hope that the Bureau would not proceed against him.
Recommended change in parcagraph (2)
In concluding this discussion of paragraph (2), it is suggested that the following
draft be adopted in order to remove the ambiguities of wording inherent in the
present draft, in order to eliminate the uncertainty of result in requiring control
to be the sole operative element of the common-law rule, and, finally, in order to
insure that the status of individuals now covered under that rule need not be
redetermined:
"(2) Any individual who, under the usual common-law rules applicable in
determining the employer-employee relationship, has the status of an employee,
an express provision in the contract of service that such status exists to be con
clusive of the existence of such status in every case where the service performed
under that contract constitutes employment as defined in section 1426 (b) ;"
Paragraph(3) of the definition
Paragraph (3) is phrased as follows:
"(3) Any individual who in the performance of service for any other person
for remuneration is not engaged in an independently established trade, business,
or profession of the same nature as that involved in the contract of service, as
determined from the combined effect of: (A) Degree of control over the individ
ual, (B) permanency of the relationship, (C) integration of the individual's work
in the business to which he renders service, (D) skill required of the individual,
(H) investment by the individual in facilities for work, and (F) opportunities of
the individual for profit or loss."
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A major objection to this draft is that individuals could be treated as employees
regardless of the circumstances surrounding the particular service relationship in
question. For example, if X, an independent retail merchant, contracts to build
a house for Y, X is automatically an employee of Y by virtue of this paragraph,
simply because X is prima facie not engaged in an independently established
business of the same nature as that involved in the contract of service, in this
case that of building houses. X would be an employee even though all six of the
factors listed in paragraph (3) might show him to be an independent contractor
if they were applied to the particular job of building the house for Y.
Under the Supreme Court cases and under the Treasury regulations proposed
last year, the six factors were to be applied to a particular service relationship in
order to determine whether or not an employee status existed in respect to that
relationship. In paragraph (3), however, the issue is not the particular service
relationship, but whether or not the individual has an independently established
business of the same nature as that involved in that relationship. Several of the
factors become quite ambiguous when applied, to this question. For example,
factor (B), "permanency of the relationship," had reference in the proposed regu
lations and in the Supreme Court decisions to the particular job in question, but,
as used in paragraph (3), it is impossible to tell what relationsbjp is referred to.
Paragraph (3) is phrased in such a manner that those engaged in independ
ently established businesses are an exception from its terms. Since an exemption
is to be construed narrowly under the accepted rules of statutory construction,
any uncertainty remaining after application of the six factors in paragraph (3)
would he resolved in favor of the conclusion that the individual is an employee.
This rule that exemptions are to be narrowly construed is illustrated by the case of
Phillips Co. v. Walling (324 U. S. 490 (1945)), where -the Supreme Court, in
construing an exemption from the wage-and-hour provisions of the Fair Labor
Standards Act, stated, "Any exemption from such humanitarian and remedial
legislation must therefore be narrowly construed, giving due regard to the plain
meaning, of statutory language and the intent of Congress. To extend an exemp
tion to others than those plainly and unmistakably within its terms and spirit is
to abuse the interpretative process and to frustrate the announced will of the
people." This rule of construction applied to paragraph (3) would make every
one an employee who is not "plainly and unmistakably" within the terms of the
exemption for those engaged in independently established businesses.
In view of the rule of interpretation laid down in the Walling case, the phrase
"as determined by the combined eff ect of" in paragraph (3) may he construed to
mean that all six of the factors must indicate the existence of an independently
established business. Where some of the factors might point toward an employee
status the individual concerned would not be "plainly and unmistakably" engaged
in an independently established business. Where any doubt exists, under the
Walling case the individual would have to be ruled to be an employee.
For
example, application of the six factors to an automobile dealer results in a major
ity of these factors pointing toward an employee status, so it could certainly not
be said by an application of these factors that he was "clearly and unmistakably"
in an independently established business.
Another peculiar consequence in paragraph (3) of copying the six factors from
the proposed regulations without changing the way in which they are phrased is
that it would appear from the wording of paragraph (3) that control, permanency
integration, skill, investment, and opportunities for profit and loss all point toward
the conclusion that the, individual is an employee. In fact, the intention is that
three of the factors, skill, investment, and opportunities for profit and loss, shall1
point toward the opposite conclusion-that the individual is engaged in an inde
pendently established business.
If it is the desire of the committee to spell out the six factors of the economic
dependency test in the definition and to include as employees all individuals which
that test would include, many of the ambiguities in the present phrasing of the
definition can be eliminated by changing paragraph (3) to the following:
"(3) any individual who is not an employee under paragraphs (1) or (2) of this
subsection but who, in the performance of service for any other person for re
muneration, has the status of an employee, as determined by the combined
effect of (A) control over the individual, (B) permanency of the relationship,
(C) integration of the individual's work in the business to which he renders
service, (D) lack of skill required of the individual, (E) lack of investment by
the individual in facilities for work, and (F) lack of opportunities for the individual
for profit or liss, except that an employer-employee relationship shall not be
deemed to exist for the purposes of this paragraph where such an individual is
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engaged in an independently established business of the same nature as that
involved in the contract of service."
This draft would not, however, cure many of the fundamental defects in paragraph
(3) which are described in this memorandum.
Interpretationof the six factors in paragraph(8)
Probably the best indication of the administrative interpretation which will be
placed on the six factors ]isted in paragraph (3) is the discussion of them which is
found in the proposed regulations which were issued by the Treasury after the
Silk and Greyvan cases and before enactment of House Joint Resolution 296.
Control
1
It is clear from the proposed regulations that "degree of control" is not meant
to be limited to control of the type ordinarily associated with the usual commonlaw definition of employee. The proposed regulations stated that "control"
as an indication of economic dependency included, in addition to the exercise of
control and the right to control, the "power" to control. This latter is an ex
tremely broad concept of the word "control," since a power to control might he
inferred from the economic strength or weakness of the parties even though the
contract of service contains no- right to control and no control is, in fact, ever
exercised.
Permanency
Permanency of the relationship is supposed to indicate that the individual is
an employee. By "permanency" is meant continuity of the relationship. It is'
cleai from the proposed regulations that permanency may exist even though the
service is part time or occasional, so it is likely that permanency would be inferred
even in a relationship where services are performed as a series of isolated, inter
mittent acts on a part-time basis.
Integration
The integration factor is perhaps the most general and inclusive of the elements
listed in paragraph (3) of the definition. In describing integration in the business
of the person served the proposed regulations stated that it might be established
from the fact that services, even though not essential, are performed "in the course
of such business," or from the fact that the services affect the good will of the busi
ness, are carried out under license of the business, are carried out on the business'
premises, or are carried out with tools or equipment furnished by the business.
As interpreted by the proposed regulations, the integration factor itself involved
virtually as many problems as the basic question of whether or not the individual
is an employee. In fact the proposed regulations tended to show that the integra
tion problem could not be solved until it wvas first determined whether or not the
individual in question was an employee of the business.
Skill
The factor of skill is of extremely limited value in determining the existence of
an independently established business. There are innumerable examples of skilled
employees and unskilled independent businessmen, but the factor of skill, as used
in paragraph (3) of the definition, is meaant to point toward existence of an inde
pendently established business. As interpreted by the proposed regulations, the
skill factor was unique in that the absence of skill was a more important factor than
the presence of skill, i. e.: "usually the absence of skill points more clearly toward
an employer-employee relationship than the presence of skill points toward art
independent contractor relationship."
Investment
The proposed regulations listed as elements in evaluating the importance of'
investment by an individual its "reality," its "essentiality," and its "adequacy."
"Adequacy" was explained as meaning that the individual's investment must besufficient for him to perform the services in question independently of the facilities,
of others. "Reality" was explained as meaning that little weight would bei givenm
to investment by an individual in equipment which he purchased on time from the.
person for whom the services are performed where the individual's equity in theequipment was small. "Essentiality" apparently meant that the investment must;
be essential to the services. An example of the way in which the essentiality re
quirement would be applied is shown by the statement of a Treasury representa
tive before the Finance Committee last year regarding the investment by a sales
man in an automobile:
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"I think the truck is much more an essential part of the business of the trucker
than the automobile to the salesman. Many salesmen may operate without an
automobile. In fact, it is probably not required." No indication was given in
the proposed regulations as to the size an investment would have to reach in order
to be considered significant.
Opportunitiesfor profit or loss

As the factor of opportunities for profit or loss was interpreted by the proposed
regulations, it was little more than a repetition of the investment factor. The
proposed regulations stated, " 'Profit or loss' generally implies the use of capital.
* * *"
And it was stated that mere opportunity for higher earnings does not
imply profit or loss "without capital as a material income-producing element."
If utilization of capital is essential to the existence of the profit or loss factor, then
it would generally be operative only where the investment factor had already been
shown.
Application of the six factors

In most doubtful situations some of the six factors will point each way, and under
paragraph (3) it would be impossible to forecast which factors would be controlling
when they conflict. In practice it -is likely that such conflicts would be resolved
by the tax administrators through an intuitive approach, based on a sort of a
"feeling" or intuition as to the correct result-an approach that is contrary to the
principle of certainty in tax statutes.
Under paragraph (3) there would be no guide or standard by which the six
factors could be applied. In the Silk and Greyvan cases the Supreme Court used
as a guide what it judged to be the purpose of the act-broad social-security cover
age. However, if old-age and survivors insurance is provided for the self-employed
broad coverage will be accomplished without extensions of the definition of em
ployee, so this standard would no longer be of use in applying the economic
dependency test. Coverage for the self-employed would reduce the problem of
defining employee to a problem of defining tax liability, but, under paragraph (3),
the courts and the'administrators would be precluded from considering the practi
cal aspects of determining the amount of compensation and withholding GASI
taxes from it in doubtful cases.
In laying down the economic dependency test both the Supreme Court and the
proposed Treasury regulations left the door open for the development of new
factors in future cases. However, it was pointed out that the scope of the defini
tion could never be predicted as long as new factors could be added without notice,
so paragraph (3) of the definition limited consideration to six specified factors.
It was anticipated that this would avoid uncertain tax consequences, but this
may prove to be a handicap to the taxpayer in many cases. For example, the
fact that an individual is free to hire helpers in performing the services contracted
for deserves to be treated as a factor indicating an independent contractor status.
Other factors which should be given independent consideration and weighed along
with the six factors listed in paragraph (3) include the form or method of com
pensation, the fact that the services are performed on a part-time basis, the fact
that similar services are performed for competitors, the fact that similar services
are offered to the public at large, the fact that the individual exercises individual
judgment or initiative in performing the services, and the fact that the relation
ship is consistent with the customs and usage of the business and is not merely a
tax-avoidance scheme. If it is argued that these factors and others are covered by
the six factors alrhady listed in paragraph (3), then it is clear that paragraph (3)
has failed to give certainty of scope to the economic dependency test and that the
six factors are themselves so broad that there is no foreseeable limit to the factors
which may be introduced under paragraph (3).
EXCEPTION TO THE DEFINITION

Paragraph (18) of the definition of employment contains a specific, narrowly
defined exception to the definition of employee:
"(18) Service performed by an individual in the sale or distribution of goods or
commodities for another person, off the premises of such person, under an arrange
ment whereby such individual receives his entire remuneration (other than prizes)
for such service directly from the purchasers of such goods or commodities, if such
person makes no provision (other than by correspondence) with respect to the
training of such individual for the performance of such service and imposes no re
quirement upon such individual with respect to (A) the fitness of such individual
to perform such service, (B) the geographical area in which such service is to be
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performed, (C) the volume of goods or commodities to be sold or distributed, or
(D) the selection or solicitation of customers."
This exception is designed to exclude house-to-house salesmen who are hired in
discriminately in large numbers and are compensated out of the amounts they
receive from their customers. Any control over these salesmen, regardless of its
degree, with regard to either their fitness, their territories, the amount of service
to be performed, the selection of customers, or the method of soliciting customers
would violate the terms of this exception and, presumably, mean that the sales
men would be treated as employees. The Federal Security Agency ha's indicated
that only about 60,000 of the estimated 1,000,000 house-to-house salesmen would
be covered as employees under the Supreme Court test, but it is extremely doubt
ful that 940,000 of these salesmen would meet the terms of the narrow exemption
contained in paragraph (18) of the definition of employment.
Under the accepted rules of statutory construction by which the existence of an
exception serves to exclude the implication of other exceptions, the narrow excep
tion for outside salesmen implies that all other outside salesmen are to be treated
as employees. Since the exception is phrased in terms of "sale or distribution
*- * * off the premises," it concerns the Whole field of outside salesmen,
although it is improbable that anyone other than house-to-house salesmen could
meet the terms of the exception. As a result, the exception carries an implication,
not merely that all house-to-house salesmen who fail to meet its terms are em
ployees, but also that all others who sell goods but who fail to meet its terms are
employees.
CONCLUSION
This memorandum contains a tentative revision of paragraph (3) of the defini
tion which would remove many of the technical difficulties in the present phrasing
of that paragraph. Even if paragraph (3) were adopted in tnis revised form,
however, the principal objections to it would still remain. It is the opinion of the
staff that paragraph (3) of the definition adopts a method of, extending the
definition of errployee which is basically undesirable because it is too uncertain
in its scope and because it will extend the definition of employee to include groups
for whom it would be impractical, if not impossible, to demand an accounting for
remuneration or tax withholding from it.
Assurances by present administrators of the voluntary limits which they will
place on interpretation of the broad provisions of paragraph (3) will niot be binding
for the future, and the Federal Security Agenc'y and the Treasury will not be in a
position to limit the scope of paragraph (3) if the courts decide to place a wider
interpretation on it. The issue could be litigated, in spite of the attitude of the
administrative agencies, by individuals suing for benefits or for establishment of
wage credits or to avoid a tax on the self-employed.
E~ven if paragraph (3) is construed as being no broader than the economicdependency test outlined in the proposed regulations published to interpret the
Silk and Greyvan cases, its scope would be virtually unknown. The Federal
Security Agency 'states as its present opinion that the economic-dependency test
would extend the definition of employee .to include the following groups who are
considered independent contractors under the common law:
Outside salesmen in manufacturing and wholesale trades --------------- 220, 000
Lessee taxicab operators ------------------------------------------ 150, 000
Full-time life-insuranice salesmen ------------------------------------ 60, 000
House-to-house salesmen ------------------------- ------------------ 70, 000
Industrial home workers ------------------------------------------- 40, 000
Entertainers ------------------------------------------------------ 10, 000
Contract loggers --------------------------------------------------- 8, 750
Mine lessees ------------------------------------------------------ 10, 000
Journeymen tailors ------------------------------------------------ (I)
Subcontractors, building repairs and alterations ----------------------- (1)
Contract filling-station operators ------------------------------------- C)
I Number unknown.
It is highly probable that the economic-dependency test would also extend the
definition of employee to include the following:
Neighborhood newspaper correspondents;
Part-time life-insurance salesmen and at least some fire, theft, and casualty
insurance salesmen;
Real-estate salesmen on a commission basis,, either full time or part time;
Bulk-oil distributors;
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Gasoline-station operators;
Subscription agents for periodicals.
Examples of application of the six factors of the economic-dependency test to
some of the more important groups of individuals, who are independent con
tractors under the common law are contained in appendix A.
APPENDIX A
APPLICATION OF THE DEFINITION TO SPECIFIC SITUATIONS

The implications of the general language of the definition can be clarified'
somewhat by application of the definition, particularly paragraph (8), to typical
situations which are beyond the scope of the usual common-law definition of
employee. The service relationships described here are based primarily on
testimony from the Ways and Means Committee hearings on H. R. 2893 and
from the Finance Committee hearings on. House Joint Resolution 296 in 1948.
I.

LIFE-INSURANCE

SALESMEN

(a) Full-time life-insurance agents in company offices
A typical service relationship in the life-insurance field is that of the full-time
agent who solicits applications primarily for one company and is compensated
solely on a commission basis. He is not controlled as to the details and means
by which he solicits insurance and is not required to devote a specified number of'
hours to the work, but it is presumed that this work will be his principal activity.
The applications he obtains are subject to approval by the insurance company.
He occupies office space provided by the company, and the company may provide

him with stenographic assistance, telephone facilities, forms, ratebooks, and

advertising facilities.
Such an agent may deal directly with the insurance
company, or he may deal with a general agent of the insurance company. He.
may have the privilege of offering insurance applications to other companies in
the event that his company or general agent declines to insure the prospect.
Most of the factors listed in paragraph (3) of the definition, when applied to
such an agent, would indicate that he is an employee of either the insurance
company or the insurance company's general agent. Although he is not subject
to sufficient control over the details and means of his work to fall within the
common-law concept of an employee, he is controlled in some degree. He meets
the test of permanency of the relationship since his arrangement with the company
or general agent contemplates a continuing relationship. He is clearly integrated
in the business of the insurance company and also in the business of the general
agent, if he deals with a general agent, since the soliciting of insurance contracts
is an integral part of the insurance business. A considerable degree of skill may
be employed by the agent' in soliciting insurance contracts, and this might
point toward his being engaged in an independently established business, but the
regulations proposed by the Treasury last year state that "usually the absence of
skill points more clearly toward an emrployer-employee relationship than the
presence of skill points toward an independent contractor relationship."
In the
situation described above, the agent would have no appreciable'investment in
facilities for work with a possible exception of his automobile, and testimony of
Treasury officials indicates that ownership' of an automobile by a salesman is to
be given little or no weight in considering the investment factor1 Since the agent
does not sustain his own office overhead, he has little opportunity for loss but, of
course, opportunity. for profit is virtually unlimited and is de-pendent almost
completely on his own ability and energy.
(b) Fnll-tinme life-insurance agents in independent offices
Another type of life-insurance agent is the agent who works full time, primarilyfor one company, and is compensated on a commission basis, but who maintains
his own office, paying his own ra-nt, telephone, and stenographic expenses.
This agent is aljso subject to a certain degree of control. In terms of his con-

tract, he may be subject to the same control as the agent who works in a company
office, but as a practical matter it is unlikely that the same degree of supervision
Ls exercised over him.

His arrangement with the life-insurance company or
general agent contemplates the same permanency of the relationship as the
arrangement of a life-finsurance agent in a company office, and he is equally
integrated in the work of the insurance company to which he renders service. His
skill is no greater or less than that of the agent who operates out of a company
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office. He may have a slightly greater investment in the facilities for work if he
owns his own office furniture. It is probable that he rents his office, and it is not
clear whether the investment factor is meant to include overhead expenses such
as rent and wages or merely -to apply to capital investment. This agent has
sormewhat more opportunity for loss than the agent who operates out of a company
-office, since his commissions may fail to cover his overhead expenses. His
opportunities for profit are the same.
(c) Part-time life-insurance agents
A fairly typical situation in the life-insurance field is the agent who works only
part time and is compensated solely on a commission basis. He may sell life
insurance as an adjunct to an independently established business in another field
such as the real-estate business, or he may sell life insurance as an adjunct to his
activities as an employee, such- as the bank employee who sells life insurance to the
bank's customers as a side line. Possibly the part-time life-insurance agent is
engaged primarily in a non-money-making activity such as attending school. In
the latter, case, he may operate out of a company office and utilize facilities
furnished by the company.
The six factors listed in paragraph (3) do not provide a basis for distinguishing
part-time life-insurance agents from full-time life-insurance agents. Both are
subject to the same degree of control. There is permanency in the relationship
in both cases, since the part-time agent may continue to sell insurance for the
company over a long period of time. In the case of some insurance companies,
it might be argued that solicitation by part-time agents is not such an integral
part of the company's business, since they depend primarily upon full-time agents,
but the act of soliciting insuranpe is certainly an integral part of the company's
business, and in the case of at least one large life-insurance company if is under
stood that its system of soliciting insurance is based primarily on part-time agents
who are engaged primarily in other types of work. The skill required of the agent
is the same, regardless of whether he works full time or part time. The agent has
little or no investment in facilities for work in either case, if investment in his
automobile is excluded. The part-time agent probably has less opportunity for
loss through failure to meet overhead than the full-time agent who maintains his
own office, but is in the same position in this respect as the full-time agent who
operates out of the company office. All of the agents are alike in that their oppor
tunity for profit is dependent on their own ability and energy.
(d) Agents who sell both life insurance and fire and casualty insurance
At least one major insurance company contracts with its agents to solicit both
life insurance and fire and casualty insurance. In other respects the company's
relationship is similar to that in the three typical situations described above.
In terms of permanency of the relationship, integration, skill, investment, and
opportunities for profit and loss, the situation of this agent does not differ because
he solicits -fire and casualty contracts as well as life-insurance contracts for his
company. There is apparently considerably less control exercised by the ordinary
fire and casualty insurance companies over agents who engage full time in the
fire and casualty field than there is over agents who engage full time in the lifeinsurance field. It would probably require a subjective analysis of the attitude
of both the company and its agents to determine whether a company which sells
both life insurance and fire and casualty insurance treats the agents as though
they were life-insurance salesmen or as though they were fire and casualty
salesmen.
2. OUTSIDE SALESMEN IN THE MANUFACTURING AND WHOLESALE TRADE
The outside wholesale salesmen who are not treated as employees under the
usual common-law rules are the city and traveling salesmen who sell at wholesale
to retailels, operate 9 ff the company's premises, and are compensated on a com
mission basis. These salesmen are ordinarily assigned to specific territories, are
required to sell merchandise at the price set by the company, and their relation
ship with the company may be terminated at short notice. The company reserves
the right to accept or reject orders sent in by the salesmen. The company fills
the salesmen's orders by shipping directly to the customers and billing the cus
tomers directly. The salesmen receive their compensation from the company.
The salesmen are not controlled as to the details and means by which they cover
their territories, but in the ordinary case they are expected to call on regular
customers with a fair degree of regularity, and if their sales fail to meet tim expec
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tations of the company they may expect the relationship to be terminated. These
salesmen may in some cases be required to make periodic reports to the company
on their activities, and they may be required to attend sales meetings and to
report at the company's offices periodically.
Salesmen of the type described above are subject to a considerable degre'e of
control, although it may not be sufficient to meet the usual common-law rules.
Permanency of the relationship is contemplated and in the ordinary case it may be
assumed that they are closely integrated in the business of the company they
serve. In some cases, however, it is possible that the salesm6n are not integrated
in the business of the company if the company sells primarily by mail or through
its own retail outlets and merely supplements this principal activity by contracting
with one or two wholesale salesmen. In such an instance the relationship of the
salesman to the company might be exactly the same as the relationship of a sales
man to a company which depended primarily on wholesale salesmen, but from the
point of view of the company the integration of the salesman's work might be
far less complete. A considerable degree of skill in the art of salesmanship is
required of wholesale salesmen, which would tend to point to the conclusion that
they are engaged in independently established businesses. The salesman is un
likely to have investment in the facilities for work, other than an automobile.
The salesman has little opportunity for less unless the overhead expenses on his
automobile exceed his commissions. He has a considerable opportunity for profit
in the short run, although the company may limit his opportunity for profit by
reassigning territories, raising prices, or lowering commissions if the salesman's
profits appear to be disproportionately high.
3. HOtTSE-TO-i5OUSE

SALESMEN

(a) Commission salesmen
The typical house-to-house salesmen are compensatedl on a commission basis
and are not subject to control as to the details and means by which they perform
their work. They furnish their own transportation and operate off the premises
of the companies for whom they sell. A large proportion of these salesmen do not
engage in house-to-house selling as their principal means of livelihood. They
may be housewives, retired persons, persons between jobs, or students. It is
unusual for these salesmen to teceive any ~part of their compensation from the
companies for whom they sell. Ordinarily they receive the purchase price of
the articles they sell from their customers, deduct their own commissions, and
remit the balance to the compiny, or they may receive only a part payment from
their customers which is equivalent to a commission. In the latter case they
simply send the order to the company, and it is filled by c. o. d. shipment to the
customer for the balance of the purchase price. In most instances these salesmen
are not assigned exclusive territories and are not required to make reports to the
companies on their activities. Typically, they may handle commodities for sev
eral different companies, including competing lines. A distinguishing character
istic of the usual house-to-house selling arrangement is that the companies are
eager to add to their sales forces with little or no regard for the qualifications of
the salesmen and do not ordinarily terminate their relabions with salesmen because
of failure to meet minimum sales quotas. Termination of the relationship is a
voluntary act on the part of the salesmen and is accomplished without formal
notice, merely by failure to send in more orders. The turn-over among house-to
house salesmen for a company is usually high, and the average sales per salesman
are typically quite low.
Under the proposed definition some house-to-house salesmen would be 'Spe
cifically exempt under an exception to the definition of employment. This
exception is closely circumscribed and is applicable only to salesmen who meet the
following conditions: (1) The salesman must work off the premises; (2) the sales
man must receive his entire remuneration directly from his customers; (3) no
provision may be made other than by correspondence for training the salesmen;
and (4) no requirement may be imposed upon the salesmen with respect to: (A)
his fitness; (B) his territory; (C) the amount of service to be performed; or (D)
the selection or solicitation of customers. The terms of this exception would not
be met if the salesman were given a training course regardless of its duration and
regardless of whether or not it was voluntary. The terms of the exception would
not be met if the salesman took orders for a company but failed to collect from
the customers, receiving his commission from the company instead. The terms
of the exception would not be met if the salesman were limited to a specific area
even though this area was not his exclusive territory. It is doubtful if the terms
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of the exception would be met if the company imposed a minimum requirement
on the salesman such as requiring that he be 18 or 21 years of age.
The implication of the specific exception from the definition of employment
described above is that house-to-house salesmen in general come within the pro
posed definition of employee. Since such salesmen are clearly not subject to
direction and control as to the manner and rheans of performing services, their
inclusion within the definition of employee must be under paragraph (3). With
respect to the factors listed in paragraph (3) house-to-house salesmen are usually
subjected to little or no control, but it would probably be assumed that per
manency was contemplated with respect to any one relationship of this type, in
spite of the fact that the experience of companies in the direct selling field indicates
that the average relationship of this type is highly impermanent. As a class,
house-to-house salesmen are, of course, highly integrated in the business of firms
who depend upon house-to-house selling as their main outlet, but it is difficult to
see how any individual house-to-house salesman can be considered as being closely
integrated in the business of the company he serves since experience indicates that
his selling activities are likely to be impermanent and casual. The skill required
of individuals engaged in house-to-house selling is a matter of opinion. In some.
individual instances persons may make this their life work and become highly
skilled at it, but it is likely that in most cases the house-to-house salesmen are
not highly skilled. Investment of individuals in the work of house-to-house
selling varies greatly. Some salesmen may invest in automobiles or trucks for
their work and some may carry large stocks of goods. Others may work on foot
and may~be equipped only witha catalog and an order book. Since thecompanies
ordinarily have no direct contact with their house-to-house salesmen, it is difficult
to see how they could know the investments of their individual salesmen. The
house-to-house salesmen as a general rule have little opportunity for Ikss from
this type of activity but their opportunity for profit is relatively great since they
may work as hard as they like, utilize any selling methods they may. devise, and
sell for as many companies as they wish.
(b) Dealer salesmen
House-to-house dealer salesmen diff er from house-to-house commission salesmen
in one significant respect. The dealers buy their stocks of commodities and resell
them to their own customers. In many respects they are similar to ordinary
retail merchants but they sell house-to-house instead of selling at an established
location. A typical dealer arrangement was described in both the 1948 Finance
C~ommittee hearings and the 1949 Ways and Means Committee hearings by a
representative of the Fuller Brush Co. The Fuller brush men are dealers who
buy from the company at wholesale prices less recognized discounts and sell at
their own retail prices. The company recommends resale prices (which are
advertised nationally), but the company states that these prices are not binding
on the dealers. When the dealers sell on credit the company does not assume
their credit losses. The dealers are free to sell articles manufactured by other
companies. The dealers are assigned exclusive territories under 1-year contracts
which the dealers may terminate at 20 days' notice but which the company is
not free to terminate. While these contracts are not assignable, the company's
representative stated that some dealers operate their territories through their
wives or other members of their families or through employees. The company
makes selling suggestions to the dealers but states that these are optional. The
company also states that it is optional with each dealer as to whether or not he
attends the meetings which are held on salesmanship. The company maintains
a system of district, field, and branch managers.
House-to-house dealers of the type described above would not meet the terms
of the exception to the definition of employment since the companies make provi
sions for training these salesmein and assign them specific territories.
Application
of the six factors listed in paragraph (3) of the proposed definition to these houseto-house dealers indicates that they are subject to little control, permanency of
the relationship is contemplated, they are closely integrated in the businesses
whose commodities they sell, and the degree of skill in selling attained by these
individuals varies widely. These salesmen-dealers may have a considerable in
vestment in inventories but these inventories may have been obtained on credit
from the companies whose commodities they sell. This raises an important ques
tion of interpretation with respect to the word "investment" in the proposed
definition. It is not known whether or not assumption by a dealer of liability to
pay for commodities which he has ordered on credit amounts- to an investment
in facilities for work within the meaning of the proposed definition. These
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dealers clearly have an opportunity for profit or loss in the same manner as
ordinary storekeepers unless it should be held that the practice by companies of
allowing dealers to turn back goods they are unable to sell removes the oppor
tunity for loss.
4. AGENT-DRIVERS

Agent-drivers are commission salesmen who drive trucks on regular routes
selling processed foods, laundry, milk, bakery products, beverages, etc. In some
instances these drivers own their own delivery trucks although the trucks usually
carry the name of the company for whom the drivers sell. Where the drivers own
their own trucks, it is typical for them to negotiate their purchase through the
,companies and pay for them by installments.
While these drivers are not sub
jected to the same degree of control as salesmen who work on the premises, they
operate on assigned routes and are normally required to cover their routes at
-regular intervals. In some instances the actual hour at which they are required
to commence work in the morning is specified. The prices at which they sell are
ordinarily set by the companies, and they are not permitted to sell competing
products. From testimony by representatives of groups of agent-drivers before
the Ways and Means Committee, it would appear that many of these drivers
should be treated as employees under the usual common-law control test realis
tically applied. It is doubtful that application of the six factors listed in para
graph (3) of the proposed definition would greatly improve the opportunities of
these drivers to be covered as employees. While permanent relationships are
eontemplated and the individuals are integrated in the businesses of the companies
they serve, the degree of skill required for this type of wvork is probably contro
versial and the fact that these drivers may own their own trucks and are paid on
a commission basis would tend to show that they were engaged in independently
established businesses because of their investment and their opportunities for
profit or loss.
B. REAL ESTATE SALESMEN

ON A COMMISSION BASIS

Real estate salesmen on a commission basis do not ordinarily maintain a
regular office routine and do most of their selling off the premises of the real estate
brokers with whom they are affiliated. They pay their own sales expenses and
buy their own brokers' licenses. Ordinary deposits on real estate sales are placed
in an escrow account and the commission is divided between the broker and the
salesman when the sale is closed. Since these salesmen are compensated entirely
on the basis of the sales they produce, in many cases the brokers may be willing
to continue the relationship without regard to any minimum performance by the
salesman. Many of these salesmen work only part time.
Examination of the relationship of real estate salesmen in the light of the six
factors listed in paragraph (8) of the proposed definition indicates that the degree
of control exercised over them is relatively slight. Permanency is cobtemplated
in their relationship although the activities within that relationship may be spo
radic. Their integration in the business of real estate brokers may vary greatly
in individual instances depending on the extent to which the broker relies on com
mission salesmen for his sales. While some real estate salesmen are highly
skilled, it cannot be said that skill is an important requirement for entering this
type -of work since many people act as real estate salesmen in periods between
regular employment or perhaps merely to exploit a wide circle of acquiantances.
Investment of real estate salesmen in facilities for work is likely to be negligible
unless the investment by the salesman in his own automobile is counted. These
salesmen have little or no opportunity for loss but their opportunity for profit is
great, since the returns on this type of work are highly variable.
6. ADVERTISING

SOLICITORS

It is a frequent practice for small daily or weekly newspapers to contract with
local citizens to solicit advertising, subscriptions, and job printing on a commission
basis. These solicitors may devote only part of their time to this work and are
not controlled as to the manner and means of their soliciting.
These advertising solicitors may be held to be employees under paragraph (3)
of the proposed definition despite the fact that they are subject to little or no con
trol. Although the services may be intermittent and part time, permanency of
the relationship is-contemplated. In cases where most of the newspaper's adver
tising or subscriptions are through part-time solicitors on a commission basis,
these solicitors would be closely integrated in the business of the newspapers.
Little or no skill is required for this type of work, and it is unlikely that the solici
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tors have any investment in facilities for this work. These solicitors would have
virtually no opportunity for loss, and in cases where soliciting advertising or sub
scriptions was a minor activity on their part, they would have little opportunity
for profit.
7. TAXICAB DRIVERS

<a) Drivers of leased cabs
Drivers of leased cabs ordinarily operate on a day-to-day basis, renting cabs

from a cab company for specified amounts per day. They are compensated by
the difference between the rental they pay the company and the amount they take
in during the day in cab fares. In general, they are free to pick up fares where
they choose, although they may utilize the cab stands and call boxes furnished by
the company. Cabs are operated under the company's name. -The drivers may
be required to oberves printed rules issued by the company.
Under the usual common-law rules the question of whether or not lessee cab
drivers are employees would be resolved on the basis of the degree of control
exercised by the company over the drivers. In Jones v. Good-son (121 F. 2d 176
('1941)), lessee cab drivers were held to be employees because the company in that
case exercised a substantial degree of control over the lessee drivers. A sufficient
degree of control to meet the usual common-law test was not found in two later
cases involving lessee drivers. These cases were Magruder v. Yellow Cab Co. (141
F. 2d 324 (1944)); United States v. Davis (154 F. 2d 314 (1946)) and Party Cab
Co. v. United States (172 F. 2d 87 (1948)).
Representatives of the Federal Security Agency and the Treasury have stated
that all or virtually all lessee cab drivers would be treated as employees under
their interpretation of the economic dependency test enunciated by the Supreme
Court. The degree of control over lessee cab drivers may vary from company to
company depending upon the company's system of operation and the circum
stances in the area in which it operates. Cabs are ordinarily rented on a day-to
day basis, and it is unlikely that there is any obligation on the part of the com
pany to continue the rental arrangement from one day to the next or on the part
of any individual driver to continue paying rent for a cab. However, there is a
possibility that permanency of the relationship might be presumed from the mere
fact that a driver did consistently rent cabs from one company day after day.
While the relationship between lessee cab drivers and the company from whom
they rent cabs may not be considered a service relationship, it is clear that the
rental of cabs to drivers is closely integrated in the business of such a cab com
pany-in fact it is the essence of such a business. The question of whether skill.
is required to drive a cab is debatable but an indication of the attitud6 of the
courts on this point can be found in the district court's decision in the Party Cab
Co. case where the court stated that "the only skill they are required to exercise
is that of any person who drives a car in the congested traffic of a large city."
By definition lessee cab drivers do not have an investment in the cabs they drive.
They do, however, have an opportunity for loss in the event that their receipts
from customers fail to equal the rental they pay. This is a relatively limited
opportunity for loss, however, since the drivers are free to discontinue their rental
arrangements whenever the rentals begin to exceed the fares they are likely to
take in. Opportunities for profit through operating leased cabs are limited by
the rate schedules established in the areas in which they operate. Ordinarily such
rate schedules are established by public authorities and not by the companies
from whom the cabs are leased.
Apparently the assertion by the Treasury and Federal Security Agency repre
sentatives that lessee cab drivers would be treated as employees under the Supreme
Court test (and presumably also under par. (3) of the proposed definition) is
based primarily on the absence of investment by the drivers. Failure of the six
factors listed in paragraph (3) to cover all of the points pertinent for determination
of employee or independent contractor status is high lighted in the case of lessee
cab drivers. One of the most significant factors in the relationship between the
owner of a taxicab and the driver who leases it for a fixed amount per day is the
fact that the owner of the cab has no effective means of determining the amount of
fares collected during the day by the driver unless the cab is equipped with a
meter and the driver is unable to tamper with the meter. This difficulty is illus
trated by the situation in the District of Columbia where metered cabs are not
used. The Yellow Cab Co. case, supra, involved District of Columbia cabs.
With respect to this situation the district court stated (49 F. Supp. 61 1):
"It appears that the Commission in effect required the taxpayer to pay the tax
on the more or less arbitrary assumption that the driver's wages were at $3 per
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day; but there is no evidence to show that this was in fact the actual amount of
the net earnings of the drivers which obviously must have varied greatly from day
to day."
(b) Owner-operators of cabs operating under company contracts
A fairly typical situation in the taxicab business is for the owner-operator of a
taxicab to affiliate himself with the taxicab company so that he may utilize the
company'§ cab stands, call boxes, two-way radios, or other facilities. In such a
situation the owner may paint his cab with the company's name and pay the com
pany a fixed amount per month for these privileges. He may obligate himself to
answer specific calls for the company.
There has never been any attempt to treat owner-operators of cabs as employees
under the usual common-law rules. However, there is a possibility that paragraph
(2) of the proposed definition, by basing the existence of the employee relation
ship exclusively on control 'without regard to other factors in the relationship,
may result in applying the control test to situations beyond the scope of the usual
common-law definition of employee with the result that owner-operators of
taxicabs may be treated as employees because of their contractual obligations to
maintain certain standards or to fulfill certain orders for the company with which
they are affiliated. There is also a possibility that the owner-operators of taxicabswho are affiliated with taxicab companies may be treated as employees under
paragraph (3) of the proposed definition in spite of the investment by these drivers
in the facilities for their work and their opportunities for profit or loss. Such a
conclusion would be possible if the administrators or the courts should emphasize
the minor degree of control exercised over these drivers, the permanency of their'
relationship with the companies, their integration in the business of the company,
and the lack of skill required to drive a cab.
8. OWNERl-OPERATORoS

OF LEASED TRUCEKS

(a) "Itinerant" truckers
The itinerant-type truckers are those who rent their trucks and their own
services as drivers on a job-to-job basis to a number of different companies.
They bargain over the price of each load they haul and are typically subject to.
little control as to the manner and means by which they carry out their work.
These owner-operators of trucks are clearly not employees under the usual
common-law rules. It is unlikely that these truckers would be employees under
paragraph (3) of the proposed definition since there is no permanency of relation
ship between them and the companies for whom they haul and since the truckers.
have substantial investments in the facilities for their work, with consequent
opportunities for profit or loss. There is a possibility that these truckers might
be considered employees under paragraph (2) of the proposed definition in some
individual instances where they are controlled to a considerable extent in the
performance of their work, since paragraph (2) is specifically limited to the control
element without regard to its relationship to other elements.
(6) "Permanent" type
The "permanent" type of owner-operator truckers are truckers who regularly
hire themselves and their trucks to a single company. In some instances theirwages are set by union contract. They are paid for the use of their trucks on a
mileage basis or on the basis of so much per load hauled. These truckers aresubject to varying degrees of control. They may be closely controlled as to the
details and means of performance of their work. Two typical examples of the
"spermnanent" type of owner-operator truckers were described by the Supreme
Court in the Silk and Greyvan cases. In the Silk case the Court described the
truckers as follows:
"Respondent owns no trucks himself but contracts with workers who own their
own trucks to deliver coal at a uniform price per ton. This is paid to the trucker
by the respondent out of the price he receives for the coal from the customer.
When an order for coal is taken in the company office, a bell is rung which rings.
in the building used by the truckers. The truckers have voluntarily adopted a
call list upon which their names come up in turn, and the top man on the list has
an opportunity to deliver the coal ordered. The truckers are niot instructed how
to do their jobs, but are merely given a ticket telling them where the coal is to be.
delivered and whether the charge is to be collected or rnot. Any damage caused
by them is paid for by the company. The district court found that the truckers
could and often did refuse to make a delivery without penalty. Further, the
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court found that truckers may come and go as they please and frequently did
leave the premises without permission. They may and did haul for others when
they pleased. They pay all the expenses of operating their trucks, and furnish
extra help necessary to the delivery of the coal and all equipment except the
yard storage bins. No record is kept of their time. They are paid after each
trip, at the end of the day or at the end of the week, as they request."
A somewhat different set of conditions were described in the Greyvan case:
"The respondent operates its trucking business under a permit issued by the
Interstate Commerce Commission under the 'grandfather' clause of the Motor
Carrier Act (32 M. C. C. 719, 723). It operates throughout 38 States and parts
of Canada, carrying largely household furniture. While its principal office is in
Chicago, it maintains agencies to solicit business in many of the larger cities of
the areas it serves, from which it contracts to move goods. As early as 1930,
before the passage of the Social Security Act, the respondent adopted the system
of relations with the truckmen here concerned, which gives rise to the present
issue. The system was based on contracts with the truckmen under which the
truckmen were required to haul exclusively for the respondent and to furnish
their own trucks and all equipment and labor necessary to pick up, handle, and
deliver shipments, to pay all expenses of operation, to furnish all fire, theft, and
collision insurance which the respondent might specify, to pay for all loss or dam
age to shipments and to indemnify the company for any loss caused it by the
acts of the truckmen, their servants and employees, to paint the designation
'Greyvan Lines' on their trucks, to collect all money due the company from
shippers or consignees, and to turn in such moneys at the office to which they
report after delivering a shipment, to post bonds with the company in the amount
of $1,000 and cash deposits of $250 pending final settlement of accounts, to
personally drive their trucks at all times or be present on the truck when a com
petent relief driver was driving (except in emergencies, when a substitute might
be employed with the approval of the company), and to follow all rules, regula
tions, and instructions of the company. All contracts or bills of lading for the
shipment of goods were to be between the respondent and the shipper. The
company's instructions covered directions to the truckmen as to where and when
to load freight. If freight was tendered the truckmen, they were under obligation
to notify the company so that it could complete the contract for shipment in its
own name. As remuneration, the truckmien were to receive from the company
a percentage of the tariff charged by the company varying between 50 and 52
percent and a bonus up to 3 percent for satisfactory performance'of the service.
The contract was terminable at any time by either party. These truckmen
were required to take a short course of instruction in the company's methods of
doing business before carrying out their contractual obligations to haul. The
company maintained a staff of dispatchers who issued, orders for the truckmen's
movements, although not the routes to be used, and to which the truckmen, at
intervals, reported their positions. Cargo insurance was carried by the company.
All permits, certificates, and franchises 'necessary to the operation of the vehicle
in the service of the company as a motor carrier under any Federal or State law'
were to be obtained at the company's expense.
In both the Silk case and the Greyvan case the district court and the circuit
court of appeals thought the truckers were independent contractors under the
common-law rules. The Supreme Court'held them to be independent contractors
under its economic-dependency test. Presumably, therefore, these truckers
would not be employees under an application of the six factors in paragraph (3),
although the factors of control (in some degree), permanency of the relationship,
and integration would point toward employee status under paragraph (3)2
As was
explained in the general discussion of the proposed definition, the exact scope of
paragraph (2) of the definition is unknown since it isolates the factor of control
from the other circumstances of the relationship which have ordinarily been con
sidered by the courts under the usual common-law rules. In spite of the decisions
holding truckers of the type described above to be independent contractors both
under the common-law rules and the Supreme Court economic dependency test,
there is a strong possibility that paragraph (2) of the proposed definition would
have the effect of making these truckers employees.
The status of owner-operators of trucks for purposes of old-age and survivors'
insurance taxes is further complicated by the problem of liability for the tax on
the transportation of property. In the past there have been instances where the
Bureau has attempted to hold persons liable for pay-roll taxes on the grounds that
owner-operators of trucks were their employees, while at the same time maintain
ing that the tax on the transportation of property should be paid because the
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truckers were independent contractors. It is understood that these difficulties
have been resolved, but any change in the scope of the definition of employee to
include owner-operators of trucks might result in the recurrence of this problem
unless section 3475 of the code (relating to the tax on the transportation of prop~
erty) is also amended.
0.

CONTRACT

LOGGERS

A wide variety of contract relationships have been developed between loggers
and lumber companies. In some instances the loggers merely cut timber. In
other cases they both cut timber and haul it to designated points. In stating that
half of the contract loggers who are now treated as independent contractors would
come within the economic dependency test of employees, Mr. Harold Packer,
assistant general counsel of the Federal Security Agency stated:
"Most of these people are individuals who are sent out into the forest to fell
trees and are given special specifications as to the type of log to cut. The reason
that they are excluded from the usual common-law test is that no one stands
there to tell them how to wield the ax or how to handle the saw. They have
nothing other than their own tools of work. They have no investment. These
forest or timber lands belong to the company for which they work and under the
Supreme Court at least half of them would be included."
A type of contract logger which differs considerably from the type described by
Mr. Packer and which the Treasury has in the past attempted to treat as employees
is the type involved in the case of Czrossett Lumber Co. v. United States (79 F. Supp.
70, District Court, W. D. Ark. (July 31, 1948)). In this case the lumber company
contracted with 40 or 50 contract loggers to cut and haul trees on 40-acre tracts
belonging to the company. The trees to be cut were marked by the lumber com
pany. Between them the contract loggers hired from 500 to 600 men and each
had a minimum investment of from $2,000 to $3,000. The contract loggers hired
and fired their own employees and fixed their own hours of work. They were
compensated on the basis of so much per thousand board feet and so much per
cord for pulpwood. Company supervisors made periodic inspections to ascertain
whether contract loggers and their employees were following the company's selec
tive timber-cutting practices. Contracts were terminable on 3 days' notice. The
contract loggers were required to present their books and records for ispection to
the company upon request. Under these facts the district court held that contract
loggers were not employees under the usual common-law rules.
Another type of contract logging arrangement is one in which the company
gives the contract loggers weekly orders for so many cords of pulpwood to be
delivered at specified railroad sidings. In some instances the contract loggers
are free to make their own arrangements for obtaining the wood. In other in
stances the contract loggers buy stumpage from the company, cut the timber and
deliver it to the company and are paid for the amount delivered after a deduction
of the price of the stumpage purchased from the company. These logger con
tractors carry on operations of varying sizes but in all instances they own their
own equipment including trucks, teams, and saws.
The application of both paragraph (2) and paragraph (3) of the proposed
-definition to contract loggers is extremely uncertain. It is possible that the con
trol test stated in paragraph (2) would be interpreted as requiring contract loggers
to be treated as employees because of the control exercised over them through
specifications as to the timber to be cut and delivered regardless of tbe other factors
of the relationship such as the fact that they are free to hire and fire their own
employees. Paragraph (3) is also ambiguous as applied to contract loggers since
they are subject to some degree of control and their relationship with the lumber
company may be a relatively permanent one, even though they are free at any
time to take their equipment and contract with some other company. These
contract loggers are often closely integrated in the business of the lumber com
panies they serve. It is not unusual for a lumber company to be entirely
dependent on contract loggers for its supply of timber. On the other hand con
tract logging probably requires a considerable degree of skill, the loggers may have
a considerable investment in the facilities for their work, and they have a con
siderable opportunity for profit or loss through their operations.
10. MINING LESSEES

Mining lessees are miners who lease specific areas in mines and conduct their
own mining operations without supervision. Typically they give the mine
~owner a percentage of the return from their operations as consideration for the
leases. A mining lessee usually selects partners who carry out the mining opera
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tions with him. Occasionally he ifay employ men by the day. The mining
leases ordinarily provide that the lessee is to follow "good mining practices" and
his operations are subject to supervision by the mine owner to see that good
mining practices are followed and to see that safety regulations are complied
with. 'The mine owner supplies the lessee with ventilation, tracks for dump cars,
and other services. The mining lessees may provide their own tools, possibly
representing a considerable investment. Mining lessees may be required to
deliver their ore to the mine owner according to a specified schedule.
Mining lessees have been held to be independent contractors in the past and
presumably would not be treated as employees under the control test set out in
paragraph (2) of the proposed definition. It cannot be said with certainty
whether the status of mining lessees would be affected by paragraph (3) of the
While some degree of control is exercised over the lessees
proposed definition.
and there is permanency in the relationship, their work is not ordinarily closely
integrated in the business of the mine owners. It appears that ordinarily con
tracts are made with mining lessees merely to work the more distant parts of the
mines where closely supervised work in accordance with the usual practices
would not be efficient. To a considerable extent, therefore, mining lessee arrange
ments are entered into by the mines primarily because the work done by these
lessees cannot be integrated with tile regular mining operations. Mining opera
tions carried out without supervision undoubtedly require a high degree of skill
which would tend to point toward an independently established trade, and
mining lessees may have a considerable investment in the facilities for their work.
They undoubtedly have opportunities for profit or loss. While four of the six
factors listed in paragraph (3) of the proposed definition tend to indicate the
mining lessees are engaged in independently established trades and one of the
two remaining factors (degree of control) is too §mall to be effedtive under the
usual common-law, rules, Mr. Packer, assistant general counsel of the Federal
Security Agency, has stated:
"I would say, sir, of the mining lessees all 10,000 would be included as employees
under the economic reality test in the Supreme Court decision. Those 10,000
would all be excluded in an application of the common-law rule."
11. INDUSTRIAL

HOME WORKERS

Industrial home workers have been described by Mr. 'Packer as "people who
make arrangements with concerns who manufacture quilts, various knitted goods,
who call at the company periodically, receive instruction as to how to knit the
foods and prepare the finished article, and bring it back to the company. There
it is examined and inspected and they are paid by the number of articles accepted
by the conipany." A somewhat similar type of industrial home worker was
described in a communication to the Senate Finance Committee in connection
with its hearings on House Joint Resolution 296 last year. This industrial home
work was the insertion of drawstrings and the tagging of small -cotton tobacco
bags. It was stated that these bags were delivered to cooperatives who gave the
bags to home workers. The homhe workers were paid'so much per thousand for
bags which were strung and tagged.
It appears likely that a preponderance of the factors listed in paragraph (3) of
the proposed definition would point toward the existence of an employee relation
ship for industrial home workers, in spite of the fact that little control is exercised
over these workers and the relationship may be sporadic and without po~manency
in many instances. The degree of skill required for industrial home work prob
ably varies widely with the type of work. The extent to which industrial home
workers are Integrated in the business of the companies to which they render
service is something which would have to be determined in -each individual
instance, depending on the extent to which the companies rely on industrial home
workers. In the ordinary types of industrial home work the workers have little
investment in the facilities for work and little or no opportunities for profit or loss.
12. COUNTRY NEWSPAPER CORRESPONDENTS
It has been estimated that there are approximately 250,000 country newspaper
correspondents in the, United States. These are casual writers who contribute
local news items principally' to small-town newspapers. They may also act as
advertising and subscription solicitors in their 'districts. They are paid on the
basis of the extent to which their news items are used, and this compensation is
not ordinarily their principal source of income. Newspaper editors are free
to accept or reject material submitted by these correspondents.
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It is quite possible that the six factors listed in paragraph (3) of the proposed
definition, if applied to country newspaper correspondents, would result in their
being treated as employees of the newspapers to whom they sell news items.
While no control is ordinarily exercised over the manner in which they gather
news, it might be argued that they are controlled through the power of the editor
to accept or reject the items which they submit. Their relationship with the
newspapers is ordinarily a permanent one even though it is sporadic and seldom
full time. It may be argued that thoyare integrated in the work of the news
papers they serve since local news comprises a vital portion of a newspaper's
services. Little skill is required for this type of work and, in most instances, no
investment at all. The correspondents have little opportunity for profit or loss.
Therefore, all of the factors listed in paragraph (3) point, to at least some extent,
toward the existence of an employee relationship within the meaning of the
paragraph, in spite of the fact that the work as a country newspaper correspondent
is almost invariably a sporadic part-time activity with only a minor effect on the
economic condition of the individuals involved.
13. MERCHANT POLICE

It is a fairly common practice for an individual to contract with a group of
merchants or other businesses to furnish them with night watchman or night
patrol services for a stated amount per month. Such a person may contract
individually with 10 or 20 businessmen to patrol their buildings at night, checking
against burglary, vandalism, and fire. The merchant policemen or night watch
men ordinarily undertake to inspect each building at stated intdo~als during
the night. In some instances merchant police services may devlelop into a
fairly large-scale business, with the contractor hiring several employees and
furnishing them with uniforms'and possibly patrol cars.
While it is not contemplated that merchant policemen will be subject to
regular supervision in the course of their work, it is typical for their arrangements
with the businessmen they serve to set out in fairly specific detail the services
they are to perform. This might be inferred as being an exercise of some degree
of control over the merchant policemen. Since these arrangements are ordinarily
entered into on a monthly basis and are continued until terminated, they are
undoubtedly permanent within the meaning of the second factor listcd in para
graph (3) of the proposed definition. This type of work is not integrated in the
business of the persons served by it since it is a purely incidental service function.
However, little skill is required for this work and little or no investment is required
unless the service is performed by a fairly large-scale merchant police organization.
An individual who contracts his personal services as a merchant policeman has
no opportunity for profit or loss. Therefore, all of the factors listed in paragraph
(3), with the exception of integration, point, at least to some extent, toward the
existence of employee status, in spite of the fact that holding a merchant policeman
to be an employee would result in his having a large number of employers.
14. MISCELLANEOUS
The proposed definition may result in defining employer-employee status to
include a wide range of service relationships, in addition to those listed above,
which have heretofore been considered independent contractor relationships.
Among these are the following:
(a) Free-lance artists who sell their work to newspapers and magazines
While these artists are subject to no control over the performance of their work
and often select their own projects, they might be considered empfoyees if they
sell the products of their work fairly consistently to the same publication or
publications, since they have little investment in the facilities for work and may
have only slight opportunities for profit or loss.
(6) Bulk oil plant operators
Wholesale distributors of oil products may have quite extensive investments and
may hire numerous employees, but they are subject to some regulation by the oil
companies whose products they distribute. There is permanency in their rela
tionship with the oil companies, and they are closely integrated in the business of
the oil companies, since they perform the integral function of serving as outlets
for oil company products.
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(c) Gas station operators
Gas station operators who lease their stations from oil companies or distributors
may have only limited investments in their facilities, and permanency is con
templated in their relationship with the oil companies or distributors. Further
more, retail outlets are integral to the production, distribution, and sale of oil
products and a relatively slight degree of skill is required for this work. Conse
quently, although the degree of control exercised over gas-station operators may
be slight and although they may have considerable opportunities for profit or
loss, they might be treated as employees under paragraph (3) of the proposed
definition.
APPENDIX B
The following draft, in lieu of paragraph (3) of the definition in the committee
print, indicates, in our opinion, a proper approach to extension of the definition
of employee beyond the usual common-law rule. This draft would include as
employees the bulk of the individuals which the Federal Security Agency has
indicated would be covered under the economnic-dependency test. The committee
could, of course, eliminate from or add to the categories covered by this definition,
depending on whether they desire broader or narrower coverage.
"(d) The term 'employee' means
"(3) any individual (other than an individual who is an employee under
paragraphs (1) or (2) of this subsection), who performs services for remuneration
for any person
(A) as an outside salesman in the manufacturing or wholesale trade;
(B) as a full-time life insurance salesman;
(C) as a driver-lessee of a taxicab;
(D) as a home worker on materials or goods which are furnished by the
person for whom the services are performed and which are required to be
returned to such person or to a person designated by him;
(E) as a contract-logger;
(F) as a lessee or licensee of space within a mine when substantially all
of the product of such services is required to be sold or turned over to the
lessor or licensor;. or
(G) as a house-to-house salesman if under the contract of services or in
fact such individual (i) is required to meet a minimum sales quota, or (ii)
is expressly or impliedly required to furnish the services with respect to
designated or regular customers or customers along a prescribed route, or
(iii) is prohibited from furnishing the same or similar services for any other
personif the contract of service contemplates that substantially all of such services
(other than the services described in subparagraph (F)) are to be performed
personally by such individual, except that an individual shall not be included
in the term 'employee' under the provisions of this paragraph if such individual
has a substantial investment (other than the investment by a salesman in facili
ties for transportation) in the facilities of the trade, occupation, business, or pro
fession with respect to which the services are performed, or if the services are in
the nature of a single transaction not part of a continuing relationship with the
person for whom the services are performed."
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A BILL
To extend and improve the Federal Old-Age and Survivors
Insurance System, to amend the public assistance and child
welfare provisions of the Social Security Act, and for other
purposes.
I
2

Be it enacted by the Senate and House of Rtepresenta

tives of the United States of America in Congress assembled,

3 That this Act, with the following table of contents, may be
4

cited as the "Social Security Act Amendments of 1949".
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1

TITLE I-AMENDMENTS TO TITLE II OF THE

2

SOCIAL SECURITY ACT

3

OLD-AGE AND SURVI VORS INSURANCE BENEFITS

4

SEC. 101. (a) Section 202 of the Social Security Act is

5 amended to read as follows:

6

"OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYM1ENTS

7

"Old-Age Insurance Benefits

8

"SEC. 202. (a) Every individual who

9
10
11
12

"(1) is a fully insured individual (as defined 'Ina
section 214 (a,)

),

" (2) has attained retirement age (as defined in
section 216 (a) ), and

13

"(3) has filed application for old-age insurance

14

benaefits or was entitled to disability insurance bene

8
I

fits for the month preceding the month in which he

2

attained retirement age,

3 shall be entitled to an old-age insurance benefit for each
4 month, beginning with the first month after 1949 in which
5 such individual becomes so- entitled to such insurance benefits
6 and ending with the month preceding the month in which
7 he dies.

Such individual's old-age insurance benefit for any

8 month shall be equal to his primary insurance amount (as
9 defined in section 215 (a)
10
11

) for such month.

"Wife's Insurance Benefits
"(b)

(1) The wife (as defined in section 216 (b) ) of

12

an individual entitled to old-age insurance benefits, if such

13

wife

14
15

"(A) has filed application for wife's insurance
benefits,

16

" (B) has attained retirement age or has in her care

17

(individually or jointly with her husband) at the time

18

of filing such application a child entitled to a child's

19

insurance benefit on the basis of the wages or self

20

employment income of her husband,

21
22
23
24

" (C) was living with such individual at the time
such application was filed, and
"

(ID) is not entitled to old-age insurance bene

fits, or is entitled to old-age insurance benefits each

9
Iof
2

which is less than one-half of an old-age insurance
benefit of her husband,

3shall be entitled to a wife's insurance 'benefit for each
4 month, beginning with the first month after 1949 in which
5 she becomes so' entitled to such insurance benefits and end
6

ing, with the month preceding the first month in which

7

any

8

dies, they are divorced a vindulo niatrirnonii, no child of her

9

husband is entitled to a child's insurance benefit and she has

10

not attained retirement age, or shle becomnes entifled to an

11

old-age insurance benefit equal to or exceedinri

12

of an. old-agre insurance benefit of her husband.

13
14

of

the

following

occurs:' she

dies, her husband

one-half

Such wife's insurance benefit for each inonthi shall

"(2)

be equal to one-half of the old-age insurance benefit of lher

15 husband for such month.
16'

'"Child's Insurance Benefits

17
18

"(c)

(1') Every child (as defined in section 216 (e))

of an individual entitled to old-aige insurance benefits, or

19 of an individual who died a

fully

or currently insured in

20 dividual (as defined in section 214) after 1939, if such child
21

"

22

benefits,
23

24

(A) has filed application for child's insurance

"(B) at the time such application was filed was un
married and had not attained-the age of eigghteen, and

10
3.

"(C)j was dependent upon such individual at the

2

time such application was ifiled, or, if such individual

8

has died, was dependent upon such individual at the

4

time of such individual's death,

5

shall be entitled to a child's insurance benefit for each month,

6

beginning with the first month after 1949 in which such

7 child becomes so entitled to such insurance benefits and
8 ending with the month preceding the first month in which
9 any of the following occurs: such child dies, marries, is
10 adopted (except for adoption by a stepparent, -grandparent,
11

aunt, or uncle subsequent to the death of such fully or

12

currently insured individual) , or attains the age of eighteen.

13

"(2)

Such child's insurance benefit for each month

14

shall, if the individual on the basis of whose wages or self

15

employment income the child is entitled to such benefit has

16

not died prior to the end of such month, be equal to one-half

17

of the old-age insurance benefit of such individual for such

18

month. Such child's insurance benefit for each month shall,

19

if such individual has died in or prior to such. month, be

20

equal to three-fourths of the primary insurance amount of

21

such individual, except that, if there is more than one child

22

entitled to benefits on the basis of such individual's wages

23

or self-employment income, each such child's insurance

24 benefit for such month shall be equal to the sum of (A)
25

one-half of the primary insurance amount of such individual,

11
1

and

(B)

one-fourth of such primary insurance amount

2 divided by the number of such children.
8

" (3) A child shall be deemed dependent upon his

4

father or adopting father at the time sp)ecified in paragraph

5

(1)

(C) unless, at such time, such individual was not

6 livinig with or contributing to the support of such child
7 and
8

"

9
10
11
12

(A)

such child is neitlher the legitimnatc nor

adopted child of such individual, or
"(B) such child had been adopted by some other
individual, or
"(C)

such child was living, with and was receiving

13

more than one-half of his support from his stepfather.

14

" (4) A child shall be deemed dependent upon his step

15 father at the time specified in paragraph (1)

(C) if, at

-16 such time, the child was living with or was receiving at
17
18
119

least one-half of his support from such stepfather.
" (5) A child shall be deemed dependent upon his natu
ral or adopting mother at the time of her death if, at such

20 time, she was both a fully and a currently insured individual.
21

A child shall also be deemed dependent upon his natural or

22 adopting, mother, or upon his stepmother, at the time speci
23

fled in paragraph

24

she was living with or contributing -to the support of

25

such child, and (B) either (i)

(1

(C)

if,

at such time,

(A)

such child was neither

12
1 living with nor receiving contributions from his father or
2 adopting father, or (ii) such child was receiving at least
3

one-half of his support from her.
"Widow's Insurance Benefits

4
5

"(d)

(1) The widow (as defined in section 216 (c))

6 of an individual who died a fully insured individual after
7

1939, if such widow

8

" (A) has not remarried,

9

" (B) has attained retirement age,

10

" (C) has filed application for widow's insurance

11

benefits or was entitled, after attainment of retirement

12

age, to wife's insurance benefits, on the basis of the

13

wages or self-,employment income of such individual,

14

for the month preceding the month in which he died,

15

" (D) was living with such individual. at- the time

16

of his death, and

17

" (E) is not entitled to old-age insurance benefits,

18

or is entitled to old-age insurance benefits each of which

19

is less than three-fourths of the primary insurance

20

amount of her deceased husband,

21

shall be entitled to a widow's insurance benefit for each.

22

month, beginning with the first month after 1949 in which

23

she becomes so entitled to such insurance benefits and

24 ending with tbhe month preceding the first month in which
25any of the following occurs-:. she remarries, dies, or becomes

13
1 entitled to an old-age insurance benefit equal to or excee d
2 ing three-fourths of the -primary insurance amount of her
3 deceased husband.
4

" (2) Such widow's insurance benefit for each month

5 shall be equal to three-fourths of the primary insurance
6 amount of her deceased husband.
7
8
9

"Mother's Insurance Benefits
"(e)

(1) The widow and every former wife divorced

(as defined in section 216 (d) ) of an individual who died

10 a fully or currently insured individual after 1939, if such
11

widow or former wife divorced

12

" (A) has not remarried,

13

" (B) is not entitled to a widow's insurance benefit,

14

" (C) is not entitled to old-age insurance benefits,
15 or is entitled to old-age insurance benefits each of which

16

is less than three-fourths of the primary insurance

17

amount of such individual,

18
19

" (D) has filed application for mother's insurance
benefits,

20

" (E) at the time of filing such application has in

21

her care a child of such individual entitled to a child's

22

insurance benefit, and

23

" (F)

(i) in the case of a widow, was living

24

with such 'individual at the time of his death, or (ii) In

25

the case of a former wife divorced, was receiving

14

I

from such individual '(pursuant to agreement or court

2

order)y at least one-half of her support at the time of his

3

death, and the child referred to in clause (E) is her

4

son, daughter, or legally adopted child and the benefits

5

referred to in such clause are payable on the basis of

6

such individual's wages or self-employment income,

7 shall be entitled to a mother's insurance benefit for each
8

month, beginning with the first month after 1949 in which

9 she becomes so entitled to such insurance benefits and ending
10

with the month preceding the first month in which
11any of the following occurs: no child of such deceased

12

individual is entitled to a child's insurance benefit, such widow

13

or former wife divorced becomes entitled to an old-age

14 insurance benefit equal to or exceeding three-fourths of the
:15

primary insurance amount of such deceased individual, she

16

becomes entitled to a widow's insurance benefit, she remar

17

ries, or she dies.

18

end, in the case of a former wife divorced, with the month

19

immediately preceding the first month in which no son,

20

daughter, or legally adopted child of such former wife

21

divorced 'is entitled to a child's insurance benefit on the basis

22

of the wages or self-employment income of such deceased

23

Individual.
2

Entitlement to such benefits shall also

"(2)' $uol mother's Insurance benefit for each month

15
1

shall be equal to three-fourths of the primary insurance

2

amount of such deceased individual.
"Parent's Insurance Benefits

3
4

"(f)

(1) Every parent (as defined in this subsection)

5 of an individual who died a fully insured individual after
6

1939, if such individual did not leave a widow who meets

7

the conditions in subsection (d)

(1)

(ID) and (E) or

8an unmarried child under the age of eighteen deemed
9
10

dependent on such individual under subsection (c)

(3),

(4) ,or (5) ,and if such parent

11

" (A) has attained retirement age,

12

" (B) was receiving at least one-half of his support

13

from such individual at the time of such individual's

14

death and filed proof of such support within two years of

15

such date of death,

16

"(C) has not married since such individual's death,

17

"(D) is not entitled to old-age insurance benefits,

18

or is entitled to old-Cage insurance benefits each of which

19

is less than three-fourths of the primary insurance

20

amount of such deceased individual, and

21
22

" (E) has filed application for parent's insurance
benefits,

23

shall be entitled to a parent's insurance benefit for each

24

month, beginning with the first month after 1949 in which

16
I. such parent becomes so entitled to such parent's insurance
2 benefits and ending with the month preceding the first
in which

3 month

any

of the, following

occurs:

such

4

parent dies, marries, or becomes entitled to an old-age in

5

surance benefit equal to or exceeding three-fourths of the

6 primary insurance amount of such deceased individual.
7

"(2) Such parent's insurance benefit for each month

8

shall be equal to three-fourths, of the primary insurance

9

amount of such deceased individual.

10

"

(3) As used in this subsection, the term 'parent'

11means the mother or father of an individual, a stepparent of
12

an individual by a marriage contracted before such individual

13

attained the age of sixteen, or an adopting parent by whom

14

an individual was adopted before he attained the age of

15

sixteen.

16

"Lump-Sum Death Payments

17

"(g) Upon the death, after 1949, of an individual who

18

died a fullv or currently insured individual, an amount equal

19

to three times stich~individual's primary insurance amount

20

shall be paid in a lump sum to the person, if any, deter mined

21

by the Administrator to be the widow or widower of the

22

deceased and to have been living with the deceased at the

23

time of death. If there is no such person, or if such person

241

dies before receiving payment, then such amount shall be

25 paid to any person or persons, equitably entitled thereto,

17
1 to the extent and in the proportions that he or they shall
2

have paid the expenses of burial of such insured individual.

3 No payment shall be made to~any person under this sub
4

section unless application therefor shall have been filed, by or

5 on behalf of any such person (whether or not legally corn
6 petent) , prior to the expiration of two years after the date
7 of death of such insured individual.
8

"Application for Monthly Insurance Benefits

9

"(h)

(1) An individual who would have been entitled

10

to a benefit under subsection (a) , (b) , (c) , '(d) , (e) , or

11

(f)

12

therefor prior to the end of such month shall be entitled to

13

such benefit for such month if be files application therefor

for any month after 1949 had lie filed application

14 prior to the end of the sixth month immediately succeeding
15

such month. Any benefit for a month prior to the month in

16

which application is filed shall be reduced, to any extent

17

that may be necessary, so that it will not render erroneous

18

aniy benefit which, before the filing of such application, the

19

Administrator has certified for payment for such prior month.

20

"(2)

No application for any benefit uinder this section

21

for any month after 1949 which is filed -prior to three months

22

before the first month for which the applicant becomes en

23

titled to such benefit shall be accepted as an application for

24

the purposes of this section; and any application ifiled within
RI.R.
6000-2

18
1

such three months' period shall be deemed to have been

2

filed in such first month.
"Simultaneous Entitlement to Benefits

3
4

"(i)

(1) Any individual who is entitled for any month

5 to more than one monthly insurance benefit (other than an
6

old-age insurance benefit) under this title shall be entitled

7 'to only one. such monthly benefit for such month, such ben
8 efit to be the largest of the monthly benefits to which he
9
10

(but for this paragraph)

would otherwise be entitled for

such month.

11

" (2) If an individual is entitled to an old-age in

12

surance benefit for any month and to any other monthly

13

insurance benefit for such month, such other insurance ben

14

efit for such month shall be reduced (after any reduction

15

under section 203 (a) ) by an amount equal to such old-

16

age insurance benefit.

17

"Entitlement to Survivor Benefits Under Railroad

18

Retirement Act

19

"(j)

If any person would be entitled, upon filing appli

20

cation therefor, to an annuity under section 5 of the Rail

21

road Retirement Act of 1937, or to a lump-sum payment

22 under subsection (f)
23

(1)

the death of an employee

of such section, with respect to
(as defined in such Act), no

24: lump-sum death payment, and no monthly benefit for the
25

month in which such employee died or for any month there

19
1 after, shall be paid under this section to any person on the
2 basis of the wages or sell-employment income of such em.
3 ployce."
4

(b)

(1)

Except as provided in paragraph (3), the

5 amendment made by subsection (a)

of this section shall

6 take effect January 1, 1950.
7

(2) Section 205 (in) of the Social Security Act is re

8 pealed effective with respect to monthly benefits under
9 section 202 of the Social Security Act, as amended by this
10
11
12
13

Act, for months after 1949.
(3) Section 202 (h) (2) of the Social Security Act, as
amended by this Act, shall take effect October 1, 1949.
(c)

(1) Any individual entitled to primary insurance

14 benefits or widow's current insurance benefits under section
15

202 of the Social Security Act as in effect prior to its

16

amendment by this Act who would, but for the enactment

17

of this Act, be entitled to such benefits for January 1950

18

shall -be deemed to be entitled to old-age insurance bene

19

fits or mother's insurance benefits (as the case may be)

20

under section 202 of the Social Security Act, as amended

21

by this Act, as though such individual became entitled to

22 such benefits in January 1950, the primary insurance amount
23

on which such benefits are based to be determined as pro

24 vided in section Il1 of this Act.
25

(2) Any individual entitled to any other monthly in

20
1

surance benefits under section 202 of the Social Security

2

Act as In effect prior to its amendment by this Act who

8

would, but for the enactment of this Act, be entitled to such

4 benefits for January 1950 shall be deemed to be entitled
5

to such benefits under section 202 of the Social Security Act,

6

as amended by this Act, as though such individual became

7

entitled to such benefits in January 1950, the primary

8

insurance amount on which such benefits are based to be

9

determined as provided in section 111 of this Act.

10

(3) Any individual who ifiles application after 1949

11 for monthly benefits under any subsection of section 202
12

of the Social Security Act who would, but for the enact

13

ment of this Act, be entitled to benefits under such subsection

14

(as in effect prior to such enactment) for any month prior

15

to 1950 shall be deemed entitled to such benefits for such

16

month prior to 1950 to the same extent and in the same

17

amounts as though this Act had not been enacted.

18

(d) In the case of any parent of an individual who

19

(1) died after June 1947 but prior to 1950,

20

(2) was not a fully insured individual under the

21

provisions of section 209 (g) of the Social Security

22

Act as in effect at the time of his death, and

23
24
25 such1

(3) who Is Insured under the provisions of section
214 (a) of such Act, as amended by this Act,
parent shall be deemed to have met the requirement,

21
1 in section 202 (f)

(1)

(B) of such Act as so amended,

2 of filing proof of support within two years of the date of
3 such individual's death if such proof is filed prior to 1952.
4

(e) Lump-sum death payments shall be made in the

5 case of individuals who died prior to 1950 as though this
6 Act had not been enacted; except that in the case of any
~7 individual who died outside the forty-eight States and the

8 District of Columbia after December 6, 1941, and prior
9

to August. 10, 1946, the last sentence of section 202 (g)

10

of the Social Security Act shall not be applicable if appli

11

cation for a lump-sum death payment is filed prior to 1-952.

12

MAXIMUM

~BENEFITS

13

SEC. 102. (a) So much of section 203 of the Social

14

Security Act as precedes subsection (d) is amended to read

15

as follows:

16

"cREDUCTION OF INSURANCE BENEFITS OTHER THAN

17

DISABILITY BENEFITS

18

"Maximum Benefits

19

"SEC. 203. (a) .Whenever the total of monthly benefits

20

to which individuals are entitled under section 202 for a

21

month on the basis of the wages or self-employment income

22

of an individual exceeds $150, or exceeds 80 per centum.

23

of his average monthly wage (as defined in section 215

24

(c) ), such total of benefits shall, after any deductions

25

under this section, be reduced to $150 or to 80 per centum

22
1

of his average monthly wage, whichever Is the lesser.

2 Whenever a reduction is made under this subsection, each
8 benefit, except the old-age insurance benefit, shall be pro
'4

5

portionately decreased."
(b) The amendment made by subsection (a) of this

6 section shall be applicable with respect to benefits for months
7 after 1949.

8
9
10

DEDUCTIONS FROM BENEFITS

SEC. 103.

(a) Subsections (d),

(e) , (f),

(g) , and

(Ih) of section 203 of the Socilal Security Act are amended

11

to read as follows:

12

"Deductions on Accouint of Work or F'ailure to Have Child

13

in Care

1.4

"

b

Deductions, in such amiounts and tit such time or

1-5

times as the, Administrator shall determine, shall be made

16

from any paymnent or payments under this title to which an

17

individual is entitled., until the total of such dedctions equals

18

such individual's benefit or benefits under section 202 for

19

any month after 1949

20"

(1)

in whichi such individual is under the age

21

of seventy-five and in which lie rendered services for

22

wages (as determined under section 209 without regard

23

to subsection (a) thereof) of more than $50; or

24
25

"(2)

in which such individual is under the age of

seventy-five and for which month he is charged, under

23
1

the provisions of subsection (e)1 of this section, with net

2

earnings from self-employment of more than $50; or

3

" (3) in which such individual, if a wife under re

4

tirement age entitled to a wife's insurance benefit, did

5

not have in her care (individually or jointly with her

6

husband) a child of her husband entitled to a child's

7

insurance benefit; or

8

" (4) in which such individual, if a widow entitled

9

to a mother's insurance benefit, did not have in her care

10

a child of her deceased husband entitled to a child's

11

insurance benefit; or

12

"(5) in which such individual, if a former wife

13

divorced entitled to a mother's insurance benefit, did

14

not have in her care a child, of her deceased former

15

husband, who (A) is her son, daughter, or legally

16

adopted child and (B) is entitled to a child's insurance

17

benefit with respect to the wages or self-employment

:18

income of her deceased former husband.

19

"Deductions From Dependents' Benefits Because of Work

20

by Old-Age Insurance Beneficiary

21

"(c) Deductions shall be made from any wife's or child's

22 insurance benefit to which a wife or child is entitled, until
23

the total of such deductions equals such wife's or child's in

24 surance benefit or benefits under section 202 for any month
25

after 1949

24
1

"(1)

In which the Individual, on the basis of whose

2

wages or self-employment income such benefit was paya

a

able, is uinder the age of seventy-five and in which he

4

rendered services for wages (as determined under section.

5

209 without regard to subsection (a) thereof) of more

6

than $50; or

7

" (2) in which the individual referred'to in para.

8

graph (1)

9

which month he is charged, under the provisions of

is under the age of seventy-five and for

1.0

subsection (e)

11

self-eniploymient of more than $50.
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of this section, with net earningrs from

"Occurrence of More Than One Event
"3(ci) If niore than one evenit specified in subsections

14

(b) and (c) occurs in any one month which Would occasion

15

deductions equal to a benefit for such niontlh, oi'ly an amount

1-6

equal to such benefit shall be deducted.

17

net earnings from self-employment 'to any month shiall be

18

treated as an event occurring in the month to which such

The charging of

19 n1et earnings are charged.
20
21

"Months to Which Net Earnings Are Charged
"(e) For the purposes of subsections (b) and (c)


22

" (1) if an Individual's net earnings from self

23

employment for his taxable year are not more than

24

the product of $60 times the number of months in such

25
1

year, no month in such year shall be charged with more

2

than $50 of net earnings from self-employment.

3

" (2) If an individual's net earnings from self

4

employment for his taxable year are more than the prod

5

uct of $50 times the number of months in such year, each

6

month of such year shall be charged with $50 of net

7

earnings from self-employment, and the amount of such

8

net earnings in excess of such product

9

further charged to months as follows: The first $50

10

of such excess shall be charged to the last month

11

of such taxable year, and the balance, if any, of

12

such excess shall be charged at the rate of $50

13

per month to each preceding month in such year

14:

until all of such balance has been applied, except that

shall be

15 no part of such excess shall be charged to any month
16

(A) for which such individual was not entitled to a

17

benefit under this title, (B) in which an event de

18

scribed in paragraph (1),

19

section (b) occurred, (C) in which such individual was

20

age seventy-five or over, or

21

inidividual did not engage in self-employment.

22

"'(3)

(3), (4), or (5) -of sub

(D)

in which such

(A) As used in paragraph (2), the term

23

'last month of such taxable year' means the latest month

24

in such year to which the charging of the excess de

26
1

scribed in such paragraph is not prohibited by the appli

2

cation of clauses (A), (B), (C) , and (D) thereof.

3

" (B) For the purposes of clause (D) of paragraph

4

(2), an individual will be presumed, with respect to any

5

month, to have been engaged in self-employment in

6

such month until it is shown to the satisfaction of the

7

Administrator that such individual rendered no sub

8

stantial services in such month with respect to any

9

trade or business the net income or loss of which is

10

includible in computing his net earnings from self-

11

employment for any taxable year.

12

shall by regulations prescribe the methods and criteria

13

for determining whether or not an individual has

14

rendered substantial services with respect to any trade

15

or business.

16
17

The Administrator

"Penalty for Failure to IReport Certain Events
"(f) Any individual in receipt of benefits subject to

18

deduction under subsection

19

receipt of such benefits on behalf of a~nother individual) ,

20

because of the occurrence of an event specified therein (other

21

than an event described in subsection (b) (2) or (c) (2)

22

shall report such occurrence to the Administrator prior

23

to the receipt and acceptance of an insurance benefit for

24

the second month following the month in which such event

25 occurred.

(b)

or (c)

(or who is in

),

Any such individual having. knowledge thereof,

27
1 who fails to report any such occurrence, shall suffer an
2

additional deduction equal to that imposed under subsection

3

(b) or (c), except that the first additional deduction im

4

posed by this subsection in the case of any individual shall

5 not exceed an amount equal to one month's benefit even
6

though the failure to report is with respect to more than

7 one month.
8

"Report to Admtinistrator of Net Earnings From
9

10

Self-Employment
"(g) (1) If an individual is entitled to any monthly in

11surance benefit under section 202 during any taxable year in
12

which he has net earnings from self-employment in excess

13

of the product of $50

times the number of months

14 in such year, such individual
15 is

in* receipt

of

such

benefit

(or the individual who
on his

behalf)

shall

16 make a report to the Administrator of his net earn
17 ings from self-employment for such taxable year.

Such

18

report shall be made on or before the fifteenth day of the

19

third month following the close of such year, and shall contain

20

such information and be made in such manner as the Admin

21

istrator may by regulations prescribe.

Such report need not

22 be made for any taxable year beginning with or after the
23 month in which such individual attained the age of seventy
24 five.
25

"(2)' If an individual falls to make a report required

28
1 under paragraph (1 ~, within the time prescribed therein,
2 of his net earnings from self-employment for -any taxable
3year and any deduction is imposed under subsection (b) (2)
4 by reason of such -netearnings
5

"(A) such individual shall suffer one additional

6

deduction in an amount equal to his benefit or benefits

7

for the last month in such taxable year for which he

8

was entitled to a benefit under section 202; and

9

" (B) if the failure to make such report continues

10

after the close of the fourth calendar month following the

11

close of such taxable year, such individual shall suffer

12

an additional deduction in the same amount for each

13

month or fraction thereof during which such failure

14

continues after such fourth month;

15 except that the number of the additional deductions required
16 by this paragraph shall not exceed the number of months in
17 such taxable year for which such individual received and
:18 accepted insurance benefits under section 202 and for which
19 deductions are imposed under subsection

(b)

(2)

by

20 reason of such net earnings from self-employment.

If

21 more than one additional deduction would be imposed under
22

this paragraph with respect to a failure by an individual

23 to file a report required by paragraph (1) and such failure
24 Is the first for which any additional deduction is limposed

29
1 under this paragraph, only one additional -deduction shall
2 be imposed with respect to such first failure,
3

" (3) If the Administrator determines, on the basis of

4 information obtained by or submitted to him, that it may
5 reasonably be expected that an individual entitled to bene
6 fits under section 202 for any taxable year will suffer deduc
7 tions imposed under subsection (b)

(2) by reason of his

8 net earnings from self-employment for such year, the
9 Administrator

may, before

the close

of such taxable

10 year, suspend the payment for each month in such year
11

(or for only such months -as the Administrator may specify)

12

of the benefits payable on the basis of such individual's

13 wages and self-employment income; and such suspension
14 shall remain in effect with respect to the benefits for any
15 month until the Administrator has determined whether or not
16

any deduction is imposed for such month under subsection

17

(b) . The Administrator is authorized, before the close of the

18 taxable year of an individual entitled to benefits during such
19 year, to request of such individual that he make, at such
20

time or times as the Administrator may specify, a declaration

21

of his estimated net earnings from self-employment for the

22 taxable year and that he furnish to the Administrator such
23

other information with respect to such net earnings as the

24 Administrator may specify.

A failure by such *individual

3.0
1 to comply with any such request shiall in itself constitute
2 justification for a determination under this paragraph that it
3 mayx reasonably b~e expected that the individual will1 suiffer
4 deductions imposed under subsection (b)

(2) by re~ason of

5 his niet earnings from sclf-employment for such yeair.
6 "Deductions With Respect to Certain Lump Sum Paymenits
7

"(hi)

Deduction-s shiall ailso be made from any old-age

8 insuraence beniefit to -which an individual is entitled, or from
9 any other insurance ben-efit payabie onl the b~as-is of suche
10

indivi du~al's wgsor self-employmi-ent income, until such

11

deductions total the amount of aniy lump sumn paid to such

12

inidividual under section 204 of tlhe Social Security Act in

13

force prior to the dlate of eniactmnent of the Social Security

14 Act Amedndments of 1939.
13

1-6

"Attaiinment of Age Sevenity-five
"

(i) For the purposes of this section, Fan illidi vid ti l'

17 shall b~e considered as seventy-five years, of age duriing thre
IS entire month in which lie attains such age."
19
20

(b) The amendments made by this section sfifll tzile
effect January 1, 1950.
21

22

SEC. 104. (a.)

DEFINITIONS

Title II of the Social Security Act is

23

amended by striking out section 209 and inserting, iii le

24

thereof the following:

31

1
2

"cDEFINITION OF WAGES

"SEC. 209. IFor the purposes of this title, the term

3 'wages' means remuneration paid prior to 1950 which was
4 wages for the purposes of this title under the law applicable
5 to the payment of such remuneration, and remuneration paid
6 after 1949 for employment, including the cash value of all
7 remuneration paid in any medium other than cash; except
8 that, in the case of remuneration paid after 1949, such term
9 shall not include
10

" (a) That part of the remuneration which, after

11

remuneration (other than remuneration referred to in the

12

succeeding subsections of this section) equal to $3,600

13

with respect to employment has been paid to an indi

14

vidual by an employer during any calendar year, is

15

paid to such individual by such employer during such

16

calendar year. If an employer during any calendar

17

year acquires substantially all the property used in a

18

trade or business of another person (hereinafter referred

19

to as a predecessor) , or used in a separate unit of a

20

trade or business of a predecessor, and immediately

21

after the acquisition employs in his trade or business an

22

individual who immediately prior to the acquisition was

23

employed in the trade or business of such predecessor,

24

then, for the purpose of deterMining whether such

co)2

1

employer has paid remuneration

2

neration referred to in the succeeding subsections of this

3

section) with respect to employment equill to $)3,600

4

to such individual duriig such calendar year, any re

5

muneration withi respect to eniploymnent paid (or con

6

sidered under this subsection as having be-n paid) to

7

such individual by such predecessor durinig such calendlar

8

year and prior to such acquisition sball be considered

9

as heaving 1)een paiid by such employer;

10

"

(other than remu

(b) The amount of any payment made to, or on

11

behialf of, an employee under a plan or system estab

12

lishted by an employer which makes provision for his

13

emnployees generally or for a class or classes of his

1-4

employees (including any amount paid by an employer

15

for insurance or annuities, or into a fund, to provide

16

for any such payment)

17

or (2) sickness or accident disability, or (3) medical

18

or hospitalization expenses in connection with sickness

19

or accident disability, or (4) death;

20

,

on account of (1) retirement,

" (c) Any payment made to an employee (includ

21.

Ing any amount paid by an employer for insurance or

22

annuities, or into a fund, to provide for any such pay

23

ment) on account of retirement;

24
25

" (d) Any payment on account of sickness or
accIdent disability , or medical or hospitalization ex

1

penses in connection with sickness or accident disability,

2

made by an employer to, or on behalf of, an employee

3

after the expiration of six calendar months following

4

the last calendar month 'in which the employee worked

5

for such employer;

6

" (e) Any payment made to, or on behalf of, an

7

employee

8

under section 165 (a) of the Internal Revenue Code

9

at the time of

(1)

from or to a trust exempt from tax

such

payment unless such payireit is

10

made to an employee of the trust as remuneration for

11

services rendered as such employee and not as a bene

12

ficiary of the trust, or (2) under or to an annuity plan

13

which, at the time of such payment, meets the require

14

ments of section 165 (a)

15

of such code;

1-6

"

(3),

(4), (5), and (6)

(f) The payment by an employer (wvithout de

17

duction from the remuneration of the employee)

18

of the tax imposed upon an employee under section

19

1400 of the Internal Revenue Code,2 or (2) of any

20

payment required from an employee under a State

21

unemployment compensation law;

(1)

22

" (g) Remuneration paid in any medium other than

23

cash to an employee for service not In the course of
HI. R. 6000-3

34
1

the employer's trade or business

2

service in a private home of the employer) ; or

(including domestic

3

" (h) Any payment '(other than vacation or sick

4

pay) made to an employee after the month in which

5

he attains retirement age (as defined in section 216

6

(a)

7

for which such payment is made.

) , if he did not work for the employer in the period

8

Tips and other cash remuneration customarily received by

9

an employee in the course of his employment from persons

10

other than the person employing him shall, for the purposes

11

of this title, be considered as remuneration paid to him by

12

his employer; except that, in the case of tips, only so much

13

of the amount thereof received during any calendar quarter

14 as the employee, before the expiration of ten days after the
15

close of such quarter, reports' in writing to his employer

16 as having been received by him in such quarter shall be
17

considered as remuneration paid by his employer, and the

18

amount so reported shall be considered as having been paid

19

to him by his employer on the date on which such report

20 is made to the employer.

21
22
23

"4DEFINITION OF EMPLOYMENT

"SEC. 2 10. For the purposes of this title
"Employment

24

"(a) The term 'employment' means any service per

25

formed after 1936 and prior to 1950 which was employ

1 ment for the purposes of this title under the law applicable
2 to the period in which such service was performed, and any
8 service of whatever nature performed after 1949 either
4

(A) by an employee for the person employing him, irrespec

15 tive of the citizenship or residence of either, (i) within the
6 United States, or (ii) on or in connection with an American
7 vessel or American aircraft under a contract of service which
8 is entered into 'within the United States or during the per
9 formance of which the vessel or aircraft touches at a port in
10 the United States, if the employee is employed on and in con
11

nection with such vessel or aircraft when outside the United

12

States, or (B) outside the United States by a citizen of the

13 United States as an employee for an American employer
14

(as defined in subsection (e) ) ; except that, in the case of

15 service performed after 1949, such term shall not include
16

" (1)

17

tion (f) )

18

"(2)

Agricultural labor (as defined in subsec

(A) Service not in' the course of the em

19

ployer's trade or business -(including 'domestic service

20

in a private home of tbte empioyei.)

21

farm operated for profit;

performed on a'

22

"(B) Domestic service performed in a local college

23

club, or local chapter of a college fraternity or sorority,

24

by a student who is enrolled and is regularly attending

25

classes at a school, college, or university;

36
1

"(3) Service not in the course of the employer's

2

trade or business performed in any calendar quarter by

3

an employee, unless the cash remuneration paid for such

4

service is $25 or more and such service is performed

5

by an individual who is regularly employed by such

6

employer to perform such service. For the purposes of

7

this paragraph, an individual shall be deemed to be

8

regularly employed by an employer during a calendar

9

quarter only if (A) such individual performs for such

10

employer service not in the course of the employer's

11

trade or business during some portion of at least twenty-

12

six days during such quarter, or (B) if such individual

13

was regularly employed

14

(A) ) by such employer in the performance of such

15

service during the preceding calendar quarter. As used

16

in this paragraph, the term 'service not in the course

17

of the employer's trade or business' includes domestic

18

service in a private home of the employer;

(as determined under clause

19

" (4) Service performed by an individual in the

20

employ of his son, daughter, or spouse, and service

21

performed by a child under the age of twenty-one in

22

the employ of his father or mother;

23

" (5)

Service performed by an individual on or

24

in connection with a vessel not an American vessel,

25

or on or in connection with an aircraft not an American

37
1

aircraft, if the individual is employed on and in connec

2

tion with such vessel or aircraft when outside the United

3

States;

4

" (6) Service performed in the employ of any fin

5

strumentality of the United States, if such instrumentality

6

is exempt from the tax imposed by section 1410 of the

7

Internal Revenue Code by virtue of any provision of

8

law which specifically refers to such section in granting
9

10

such exemption;
" (7)

Service performed in the employ of the

11

United States, or in the employ of any -instrumentality

12

of the United States which is partly or wholly owned

13

by the United States, but only if (i) such service is

14

covered by a retirement system, established by a law

15

of the United States, for employees of the United States

16

or of such instrumentality, or

17

performed

(ii)

such service is

18

" (A) by the President or Vice President of

19

the United States or by a Member, Delegate, or

20

Resident Commissioner, of or to. the Congress;

21

" (B) in the legislative branch;

22

"(C) in the field service of the Post Office
23

Department;

24

" (D) in or under the Bureau of the Census

25

of the Department of Commerce by temporary em

38
1

ployees employed for the taking of any census;

2

" (E) by any employee who is excluded by

3

Executive order from the operation of the Civil

4

Service Retirement Act of 1930 because he is paid

5

on a contract or fee basis;

6
7

" (F) by any employee receiving nominal com
pensation of $12 or less per annum;

8

" (G) in a hospital, home, or other institution

9

of the United States by a patient or inmate thereof;

10

"(II) by any employee who is excluded by

11

Executive order from the operation of the Civil

12

Service Retirement Act of 1930 because he is serv

13

ing uinder a temporary appointment pending final

14

determination of eligibility for permanent or in

15

definite appointment;

16

" (I) by any consular agent appointed under

17

authority of section 551 of the Foreign Service Act

is

of 1946 (22 U. S. C., sec. 951)

19

"(J) by any employee included under section

20

2 of the Act of August 4, 1947 (relating to certain

21

interns, student nurses, and other student employees

22

of hospitals of the Federal Government.; 5 U. S. C.,

23

sec. 1052) ;

24

"(K) in1 the employ of the Tennessee Valley
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Authority in a position which is covered by a retire

2

ment system established by such Authority;

3

"(L) by any employee serving on a tempo

4

rary basis in case of fire, storm, earthquake, flood,

5

or other emergency; or

6

"(M) by any employee who is emploved under

7

a Federal relief program to relieve him. from un

8

employment;

9

" (8)

10

(A) Service (other than service included

under an agreement under section 218 and other than
11 service to which subparagraph (B) of this paragraph

12

is applicable) performed in the employ of a State, or

13

any political subdivision thereof, or any instrumentality

14

of any one or more of the foregoing which is wholly

15

owned by one or more States or political subdivisions;

16

" (B) Service (other than service included under

17

an agreement under section 218) performed in the em

18

ploy of any political subdivision of a State in connection

19

with the operation of any public transportation system

20

unless such service is performed by an employee who

21

" (i) became an employee of such political sub

22

division in connection with and at the time of its

23

acquisition after 1936 of such transportation system

24

or any part thereof; and
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1

"`(i)prior to such acquisition rendered services

2

In employment (as an employee of a person other

3

than one designated in subparagraph (A) of this

4

paragraph)

5

such transportation system or part thereof.

in connection with the operation of

6

In the case of an employee described in clauses (i) and

7

(ii) who became such an employee in connection with

8

an acquisition made prior to 19050, this subparagraph

9

shall not be applicable with respect to such employee

10

if the political subdivision employing him files with

11

the Commissioner of the Internal Revenue prior to

12

January 1, 1950, a statement that it does not favor

13

the inclusion tinder this subparagraph of any individual

14

who became an employee in connection with such acqui

15

sitions made prior to 1950.

16

subparagraph the term 'Political subdivision' includes

17

an instrumentality of one or more political subdivisions

18

of a State;

19

"(9)

IFor the purposes of this

Service performed by a duly ordained, com

20

missioned, or licensed minister of a church in the exer

21

cise of his ministry or by a member of a religious order

22

in the exercise of duties required by such order;

23

"(10) Service performed by an individual as an

21

employee or employee representative as defined in sec

25

tion 1532 of the Internal Revenue Code;
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1

"(11)

(A) Service performed hi

any calendar

2

quarter in the employ of any organization exempt from

3

income tax under section 101 of the Internal ]Revenue

4

Code, If the remuneration for such service is less than

5

$100;

6

"(B) Service performed inthe employv of a school,

7

college, or university ifsuch service is performcd by a

8

student who is enrolled and is regularly attendiug classes

9

at such school, college, or university;

10

"(12) Service performed in the employ of a foreign

11

government (including service as a consular or other

12

officer or employee or a nondiplornatic representative)

13
14

"(13) Service performed in the employ of an instra
mentality wholly owned by a foreign government-

Is'

(A) if the service is of a character similar to

16

that performed in foreign countries by employees of

17

the United States Governmient or of anr instruinen

18

tality thereof; and

19

" (B) If the Secretary of State shall certify to

20

the Secretary of the Treasury that the foreign gov

21

ermient, with respect to w\hose ]instrumentality and

22

employees thereof exemption is claimied, grants an

23

equivalent exemption w,\ith respect to similar service

24

performed in the foreign country by employees of
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the United States Government and of instrumentali

2

ties thereof;
3

"(14) Service performed as a student nurse in the

4

employ of a hospital or a -nurses' training school by an

5

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

10

chartered or approved pursuant to State law;

11

" (15) Service performed by an individual in (or

12

as an officer or member of the crew of a vessel while

13

it is engaged in) the catching, taking, harvesting, cul

14

tivating, or fgrming of any kind of fish, shellfish, crus

15

tacea, sponges, seaweeds, or other aquatic forms of

16

animal and vegetable life (including service performed

17

by any such individual as an ordinary incident to any

18

such activity), except (A) service performed in con

19

nection with the catching or taking of salmon or halibut,

20

for commercial purposes, and (B) service performed

21

on or in connection with a vessel of more than ten net

22

tons (determined in the manner provided for deter

23

maining the register tonnage of merchant vessels under

24

the laws of the United States);

25

"(16)

(A) Service performed by an individual
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1

under the age of eighteen in the delivery or distribution

2

of newspapers or shopping news, not 'including delivery

3

or distribution to any point for subsequent delivery or

4

distribution;

5

"

(B) Service performed by anl individual in, and

6

at the time of,5 the sale of newvspapers or mnagazilies to

7

ultimate consumiers, uinder ain arrangemient tinder which

8

the newspapers or magazines are to b)e sold by him at

9

a fixed price, his compensation being based onl the retenl

1-0

tion of the excess of such price over the ,amount at

11

which the newspapers or magazines are charged to himf,

12

whether or not he is guaranteed a. minimum amiount of

13

compensation for such service, or is entitled to be

14

credited with the unsold newspapers or magazines turned

15

back;

16

( 17)

Service -performed in the employ of anl inter

1-7

national organization entitled to enjoy privileges, ex

1-8

emptions, and immunities as an international organiza

19

tion under the International Organizations Immunities

20

Act (59 Stat. 669) ; or

21

" (18) Service performed by an individual In the

22

sale or distribution of -goods or commodities for another

23

person, off the premises of such person, under an ar

24

rangement whereby such Individual receives his entire

25

remuneration

(other than prizes)

for such service
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1

directly from the purchasers of such goods or commodi

2

ties, if such person makes no provision (other than by

3

correspondence)

4

individual for the performance of such service and

5

imposes no requirement upon such individual with re

6

spect to (A) the fitness of such individual to perform

7

such service, (B) the geographical area in which such

8

service is to be performed, (C) the volume of goods

9

or commodities to be sold or distributed, or (ID) the

10
11

with respect to the training of such

selection or solicitation of customers.
"Included and Excluded Service

12

"(b) 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
16 the 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 employment.
20 As used in this subsection, the term 'pay period' means a
21 period (of not more than thirty-one consecutive days) for
22 which a payment of remuneration is ordinarily made to the
23 employee by the person employing him.

This subsection

24 shall not be applicable with respect to services performed in
25 a pay period by an employee for the person employing him,
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1 where any of such service Is excepted by paragraph (10) of
2 subsection (a).
3

"American Vessel

4

"(c) The term 'American vessel' means any vessel

5

documented or numbered under the laws of the United

6

States; and includes any vessel which is neither documented

'7 or numbered under the laws of the United States nor
8

documented under the laws of any foreign country, if its
9crew is employed solely by one or more citizens or residents

10

of the United States or corporations organized under the

11 laws of the United States or of any State.
12
13

"American Aircraft
"C(d) The term 'American aircraft' means an aircraft

14 registered under the laws of the United States.
15
16

"American Employer
"(e)

The term 'American employer' means an em

17 ployer which is (1) the United States or any instrumental
18 ity thereof, (2) a State or any political subdivision thereof,
19or any Instrumentality of any one or more of the foregoing,
20

(3) an Individual who is a resident of the United States,

21

(4) a partnership, if two-thirds or more of the partners are

22

residents of the United States, (5)

a trust, If all of the

23 trustees are residents of the United States, or (6) a corpora
24 tion organized under the laws of the United States or of any
25

State.

46
1
2

"Agricultural Labor
"(f) The term 'agricultural labor' includes all service

3 performed
4

" (1) On a farm, in the employ of any person, in

5

connection with cultivating the soil, or in connection

6

with raising or harvesting any agricultural or horticul

7

tural commodity, including the raising, shearing, feeding,

8

caring for, training, and management of livestock, bees,

9

poultry, and fur-bearing animals and wildlife.

10

" (2) In the employ of the owner or tenant or other

11

operator of a farm, in connection with the operation,

12

management, conservation, improvement, or mainte

13

nance of such farm and its tools and equipment, or in

14

salvaging timber or clearing land of brush and other

15

debris left by a hurricane, if the major part of such

16

service is performed on a farm.

17

" (3) In connection with the production or harvest

18

ing of any commodity defined as an agricultural com

19

modity in section 15 (g) of the Agricultural Marketing

20

Act, as amended, or in connection with the ginning of

21

cotton.

22

" (4)

(A) In the employ of the operator of a farm

23

in handling, planting, drying, packing, packaging, proc

24

essing, freezing, grading, storing, or delivering to storage

25

or to market or to a carrier for transportation to market,
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In its unmanufactured state, any agricultural or horti

2

cultural commodity; but oniy if such operator produced

3

more than one-half of the commodity with respect to

4

which such service is performed.

5

"(B) In thfe employ of a group of operators of

6

farms (other than a cooperative organization) in the

7

performance of services described in subparagraph (A) ,

8

but only if such operators produced all of t~he commnodity

9

-with respect to which such service is performed.

For

10

the purposes of this subparagraph, any unincorporated

11

group of operators shall be deemed a cooperative organi

12

zation if the number of operators comprising such group

13

is more than twenty at any time during the calendar

14

quarter in which such service is performed.

15

" (C) The provisions of subparagraphs

16

(A) and

(B) shall not be deemed to be applicable with respect to
17 service performed in connection with commercial can

1-8

ning or commercial freezing or in connection with any

19

agricultural or horticultural commodity after its delivery

20

to a terminal market for distribution for consumption.

21
22
23

"IFarm
"(g)

The term 'farm' includes stock, dairy, poultry,

fruit, fur-bearing animal, and truck farms, plantations,

24 ranches, nurseries, ranges, greenhouses or other similar
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1

structures used primarily for the raising of agricultural or

2 horticultural commodities, and orchards.
"State

3
4

"(h)

The term 'State' includes Alaska, Hawaii, the

5 District of Columbia,- and the Virgin Islands; and on and
6 after the effective date specified in section 221 such term
7 includes Puerto Rico.
"United States

8
9

"(i)

The term 'United States' when used in a geo

10

graphical sense means the States, Alaska, Hawaii, the iDis

11

trict of Columbia, and the Virgin Islands; and on and after

12

the effective date specified in section 221 such term includes

13

Puerto Rico.
"Citizen of Puerto R~ico

1-4
15

"(j)

An individual who is a citizen of Puerto Rico

16

(but not otherwise a citizen of the United States) and

17

who is not a resident of the United States shall not be

18

considered, for the purposes of this section, as a citizen

19

of the United States prior to the effective date specified

20 in section 221.
"Employee

21
22

"(k) The term 'employee' means
any officer of a corporation; or

23

"(1)

24

" (2) any individual who, under the usual common

25

law rules applicable

in determining the employer
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employee relationship, has the status of an employee.

2

For purposes of this paragraph, if an individual (either

3

alone or as a member of a group) performs service for

4

any other person under a written contract expressly

5

reciting that such person shall have complete control

6

over the performance of such service and that such in

7

dividual is an employee, such individual with respect

8

to such service shiall, regardless of any modification

9

not in writing, be deemed an employee of such person

10

(or, if such person is an agent or employee with respect

11

to the execution of such contract, the employee of the

12

principal or employer of such person) ; or

13

"(3)

any individual (other than an individual who

14

is an employee under paragraph (1)

15

subsection)

16

for any person

17
18

or (2) of this

who performs services for remuneration

"(A) as an outside salesman in the manufac
turing or wholesale trade;

19

" (B) as a full-time life insurance salesman;

20

" (C) as a driver-lessee of a taxicab;

21

"(ID)

a~s a home worker on materials or goods

22

which are furnished by the person for whom the

23

services are performed and which are required to be
II. R. 6000
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returned to such person or to a person designated

2

by him;

3

"(F) as a contract-logger;

4

"(F) as a lessee or licensee of space within

5

a mine when substantially all of the product of such

6

services is required to be sold or turned over to the

7

lessor or licensor; or

8

" (G) as a house-to-house salesman if under

9

the contract of service or in fact such individual (i)

10

is required to meet a minimum sales quota, or (ii)

11

is expressly or impliedly required to furnish the

12

services with respect to designated or regular cus

13

tomers or customers along a prescribed route, or

14

(iii) is prohibited from furnishing the same or

15

similar services for any other person-

16

if the contract of service contemplates that substantially

17

all of such services (other than the services described

18

in subparagraph (F) ) are to be performed personally

19

by such individual; except that an individual shall not

20

be included in the term 'employee' under the provi

21

sions of this paragraph if such individual has a substan

22

tial investment (other than the investment by a sales

23

man in facilities for transportation) in the facilities of

24

the trade, occupation, business, or profession with

25

respect to which the services are performed, or if the

1

services are in the nature of a single transaction not

2

part of a continuing relationship with the person for

3

whom the services are performed; or

4

" (4) any individual who is not an employee

5

under paragraph (1) , (2), or (3) of this subsection

6

but who, in the performance of service for any per

7

son for remuneration, has, with respect to such serv

8

ice, the status of an employee, as determined by the

9

combined effect of

10

(A) control over the individual,

(B) permanency of the relationship,

(C)

regularity

11

and frequency of performance of the service, (ID) inte

12

gration of the individual's work in the business to which

13

he renders service, (E) lack of skill required of the

14

individual, (F) lack of investment by the individual in

15

facilities for work, and (G) lack of opportunities of the

16

individual for profit or loss.

17
18
19

"cSELF-EMPLOYMENT

"SEC. 211. For the purposes of this title
"Net Earnings from Self-Employment

20

"(a) The term 'net earnings from self-employment'

21

means the gross income, as computed under chapter 1

22

of the Internal

23

vidual from any trade or business carried on by such indi

Revenue

Code,

derived by an indi

24 vidual, less the deductions allowed under such chapter which
25

are attributable to such trade or business, plus his distributive

.52
1 share (whether or not distributed) of the net income or loss,
2 as computed under such chapter, from any trade or busi
3 ness carried on by a partnership of which he is a member;
4

except that in computing such gross income and deductions

5 and such distributive share of partnership net income or
6 loss
'7

"(1)

There shall be excluded rentals from real

8

estate (including personal property leased with the real

9

estate) and deductions attributable thereto, unless such

10

rentals are received in the course of a trade or business
11 as a real estate dealer;

12

" (2) There shall be excluded income derived from

13

any trade or business in which, if the trade or business

14

were carried on exclusively by employees, the major

15

portion of the services would constitute agricultural

16

labor as defined in section 210 (f) ; and there shall be

17

excluded all deductions attributable to such income;

18

" (3) There shall be excluded. dividends on any

19

share of stock, and interest on any bond, debenture, note,

20

or certificate, or other evidence of indebtedness, issued

21

with interest coupons or in registered form by any

22

corporation (including one issued by a government or

23

political subdivision thereof)

24

and interest are received in the course of a trade or busi

25

ness as a dealer In stocks or securities;

unless such dividends
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"(4) There shall be excluded any gain or loss

2

(A) which is considered under chapter 1 of the Internal

3

Revenue Code as gain or loss from the sale or exchange

4

of a capital asset, (B) from the cutting or disposal of

5

timber if section 117

6

to such gain. or loss, or (C) from the sale, exchange,

7

involuntary conversion, or other disposition of property

8

if such property is neither (i) stock in trade or other

9

property of a kind which would properly be includible

10

in inventory if on hand at the close of the taxable year,

(j) of such code is applicable

11 nor (ii) property held primarily for sale to customers in
12

the ordinary course of the trade or business;

13

" (5) The deduction for net operating losses pro

14

vided in section 23 (s) of such code shall not be allowed;

15

" (6)

(A) If any of the income derived from a

16

trade or business (other than a trade or business car

17

ried on by a partnership) is community income under

18

community property laws applicable to such income,

19

all of the gross income and deductions attributable to

20

such trade or business shall be treated as the gross in

21

come and deductions of the husband unless the wife

22

exercises substantially all of the management and con

23

trol of such trade or business, in which case all of such

24

gross income and deductions shall be treated as the gross

25

income and deductions of the wife;
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If any portion of a p~artner's distributi~ve share

"(B)

2

of the net income or loss from a trade or busjness carried

3

on by a partnership is commiimity income or loss undler

4

the community property lhivs applicable to suchie shfare, all
5

of such distributive shiare shaill he incluided in computing

6

thle net earnings froni self-einployntent of such partner,

7

and no part of stich sh~are shall be taklen into account

Is

in computing the net earnings- from' self-employment of

9

the spouse of suchl partner;

10

"(7) In the case of any taxable yeair beoginning

11

on or after the effective date specified in section 221,

12

(A) the term 'possession of the United States' as, used

13

in section 251 of the Internal Revenue Code shall not

14-

include Puerto Rico, and (B) a -citizen or resident of

.15

Puerto Rico shall compute his net earnings fromt self

16

employment in the same manner as a citizen of the

17

United States and without regard to the provisions of

1.8

section

95-9

of suchi code;

19

" (8) There shall be excluded income derived from

20

a trade or business of publishing a newsptaper or other

21

publication having a paid circulation, together wvith the

22

'income derived from other activities conducted in con

23

nection with such trade or business; and there shall be

24

excluded all deductions attributable to such income.

25

If the taxable year of a partner is different from that of the
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1partnership, the distributive share which he Is required to
2

include in computing his net earnings from self-employment

3

shall be based upon the net income or loss of the partnershipD

4

for any taxable year of the partnership (even though begin

5

ning prior to 1950) ending within or with his taxable year.

6

"Self-Employment Income

7

"(b)' The term 'self-employment income' means the net

8

earnings from self-employment derived by an individual

9

(other than a nonresident alien individual)

during any

10

taxable year beginning after 1949; except that such term

11

shall not include

12

" (1)

That part of the net earnings from self

13

employment which is in excess of: (A) $3,600, minus

14

(B) the amount of the wages paid to such individual

15

during the taxable year; or

16

" (2) The net earnings from self-employment, if

17

such net earnings for the taxable year are less than

18

$400.

19 In the case of any taxable year beginning prior to the
20

effective date specified in section 221, an individual who i's

21

a citizen of Puerto Rico (but not otherwise a citizen of the

22

United States) and who is not a resident of the United

23

States during such taxable year shall be considered, for the

24 purposes of this subsection, as a nonresident alien individual.
25

An individual who is not a citizen of the United States but
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who 'i's a resident of the Virgin Islands, or (after the effective

2

date specified hi section 2-2:1)

3

shall not, for the purposes of this subsection, be considered

4

to be a nonresident alien individual.

5
6

a resident of Ptierto Rico

"Trade or Business
"

(c) The term

'trade or business', whien utsed with

7 reference to self-employment income or net earnings from
8

self-employment, shall have the same meaning as when

9 used in section 23 of the Internal Revenue Code, except
10
11
12
13

that such term shall not include
"()The performance of the functions of a public
office;
" (2) The performance of service by an individual

14

as an employee (other than service described in sec

15

tion 210 (a)

16

performed by an individual who has attained the age of

17

eighteen)

(16)

(B) or section 210 (a)

(18)

18

" (3) The performance of service by an individual

19

as an employee or employ ee representative as defined

20

in section 1532 of the Internal Revenue Code;

21

"(4)

The performance of service by a duly or

22

dained, commissioned, or licensed minister of a church

23

in the exercise of his ministry or by a member of a

24

religious order- In the exercise of duties required by

25

such order; or
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1

"(5) The performance of service by an individual

2

in the exercise of his profession as a physician, lawyer,

3

dentist, osteopath, veterinarian, chiropractor, or optome

4

trist, or as a Christian Science practitioner, or as an

5

aeronautical,

6

metallurgical, or mining engineer; or the performance

7

of such service by a partnership.

8

chemical,

civil,

electrical,

mechanical,

"Partnership and Partner

9

"(d) The term 'partnership' and the term 'partner'

10

shall have the same meaning as when used in supplement

11

1F of chapter 1 of the Internal Revenue Code.

12
13

"Taxable Year
"(e)

The term 'taxable year' shall have the same

14 meaning as when used in chapter 1 of the Internal Revenue
15

Code; and the taxable year of any individual shall be a

16

calendar year unless he has a different taxable year for the

17 purposes of chapter 1 of such code, in which case his taxable
18 year for the purposes of this title shall be the same as his
19 taxable year tinder such chapter 1.

20

"CREDITING OF SELF-EMPLOYMENT INCOME TO CALENDAR

21

YEARS

22

"SEC. 212. For the purposes of determining the average

23

monthly wage, quarters of coverage, and years of coverage,

24 the amount of self-employment income derived during any
25 taxable year shall be credited to calendar years as follows:~
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1

"(1)

In the case of a taxable year which is a

2

calendar year, or which begins and ends in the same

3

calendar year, the self-employment income of such tax

4

able year shall be credited to such calendar year.

5

" (2) In the case of a taxable year which begins

6

in one calendar year and ends in another calendar

7

year, the calendar year in which such taxable year

8

began shall be credited with the same proportion of

9

the self-employment income derived during the taxable

10

year as the number of months in such calendar year

11

which are included in such taxable year is of the numn

12

her of months in the taxable year, and the balance of

13

such self-employment income shall be credited to the

114

calendar year in which such taxable year ended.

15

the purposes of this paragraph a fractional part of a

16

month shall be considered as a month.

17
18

ccQUIARTER

For

AND QIJARTER OF COVERAGE

"Definitions

19

"SEC. 213. (a) For the purposes of this title

20

" (1) The term 'quarter', and the term 'calendar quar

21

ter', means a period of three calendar months ending on

22

March 31, June 30, September 30, or December 31.

23

" (2) (A) The term 'quarter of coverage' means, in the

24

case of any quarter occurring prior to 1950, a quarter in

25 which the individual has been paid $50 or more in wages. In
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1 the case of any individual who has been paid, in a calendar
2 year prior to 1950, $3,000 or more in wages each quarter
3

of such year following his first quarter of coverage shall be

4

deemed a quarter of coverage, excepting any quarter in such

5 year in which such individual died or became entitled to a
6 primary insurance benefit and any quarter succeeding such
7

quarter in which he died or became so entitled.
"(B) The term 'quarter of coverage' means, in the case

8

9 of a quarter occurring after 1949, a quarter in which the
10 individual has been paid $100 or more in wages or for which

)

11

he has been credited (as determined under subsection (b)

12

with $200 or more of self-employment income, except

13

that

14
15
16

".(i) no quarter after the quarter in which such
individual died shall be a quarter of coverage;
"(i)

no quarter any part of which is included in

)

17

a period of disability (as defined in section 219 (i)

18

other than the initial or last quarter, shall be a quarter

19

of coverage;

20

"(iii) if the sumr of the wages paid to an individual

21

in a calendar year and his self-employment income

22

credited to such year (as determined under section 212)

23

is equal to or exceeds $3,600, each quarter of such year

24

shall (subject to clauses (i) and (ii) ) be a quarter of

25

coverage; and
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"(iv) no quarter shall be counted as a quarter of

1

coverage prior to the beginning of such quarter.

2

3 "Crediting of Sell-Employment Income to Quarters in a
4

Calendar Year
"(b) For the purposes of subsection (a) 

5
6

" (1) If an individual's sell-employment income

'7

credited to a calendar year (as determined under sec

8

tion 212) is $800 or more, one-fourth of such sell

9

employment income shall be credited to each quarter
in such year.

10
11

"(2) Except as provided in paragraph (3), if an

12

'individual's self-employment income credited to the

13

calenda~r year is less than $800, the first $200 thereof

14

shall be credited to the last quarter of such year which

15

is not a quarter of coverage by reason of wages paid to

16

him in such year, and the balance of sirch sellf-employ

17

ment income, if any, shall be credited at the rate of

18

$200 to each preceding quarter in the calendar year

19

which is not a quarter of coverage by reason of wages

20

Bo

21

If the individual died during such year, the quarter in

22

which he died shall be considered to be the last quarter

23

In such calendar year.
24 ~

25

paid until. all of such balance has been credited.

" (8.) If an Individual's self-employment income
credite to the calendar year Is Ions than $800 and (A)

1

such individual attained retirement age in or prior to

2

such calendar year, or (B) such individual's disability

3

determination

4

219

5

$200

6

credited to the first quarter of such year which is

7

not a quarter

8

paid to him in such year, and the balance thereof,

9

if any, shall be credited at the rate of $200 to each

10

succeeding quarter in the calendar year which is not a

11

quarter of coverage by reason of wages so paid until

12

all of such balance has been credited.

13
14

(c)
of

date

(as

determined

under

section

) occurs in such calendar year, the first
such

self-employment

of

coverage

income

by reason

shall

be

of wages

"Crediting of Wages Paid in 1937
"(c)

With respect to wages paid to an individual in

15

the six-month periods commencing either January 1, 1937,

16

or July 1, 1937; (A) if wages of not less than $100 were

17 paid in any such period, one-half of the total amount thereof
18 shall be deemed- to have been paid in each of the calendar
19 quarters in such period; and (B) if wages of less than $100
20 were paid in any such period, the total amount thereof shall
21

be deemed to have been paid in the latter quarter of such

22

period, except that if in any such period, the individual,

23

attained age sixty-five, all of the wages paid in such period

24 shall be deemed to have been paid before such age was
25

attained.
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1

"INSURED STATUS FOR. PURPOSES OF OLD-AGE AN\D

2

SURVTIVORS INSURANCE BENEFITS

3

"SEC. 214. For the purposes of this title

4
5

"Fully Insured Individual
"

(a) (1) The termi 'fully iuiiired individiual' iineiiis aniy

6 individual whvlo had not less than
7"

(A)

one quarter of coverage

(as, deteriiiitied

8

under section 213

9

quarters elaj~ing after 1936, or after the qutarter in

10

which lie attained the age of twenty-onie. whiichever

11

quarter is later, and uip to but excluding the (plaiter ini

12

which he attained retirement age, or died. , whichever

13

first occurred, and in no case less than six quarters of

14

coverage; or

15

"(B)

(a)

(2) ) for eaich two of the

twenty quarters of coverage within the forty

16

quarter period ending with the quarter in which he

-17

attained retirement age or with any subsequent quarter

18

or ending with the quarter in which lie (lied; or

19

" (C) forty quarters of coverage;

20

not counting as an elapsed quarter for purposes of sub

21

paragraph (A) , and not counting as part of the forty-quarter

22

period referred to in subparagraph

23

part of which 'is included in a.period of disability (as defined

(B), any quarter any

24 In section 219 (1) ) unless such quarter is a. quiarter of
25

coverage.

When the number of elapsed quarters specified

63
1 in subparagraph (A) is an odd number, for the purposes of
2

such subparagraph such number shall be reduced by one.

3

" (2) If an individual upon attainment of retirement

4 age is not, under paragraph (1), a fully insured individual
5

but (were it not for his attainment of retirement age)

6 would have been entitled to a disability insurance benefit
7 for the month in which he attained retirement age or for
8 any subsequent month, he shall be a fully insured individual
9

beginning with the first month for which he would have

10 been so entitled to disability insurance benefits. 'For the
11

purpose of determining whether an individual would have

12 been so entitled to disability insurance benefits, his applica
13

tion for old-age insurance

benefits shall be considered

14 as an application for disability insurance benefits.
"Currently Insured Individual

15
16

"(b)

The term 'currently insured individual' means

17 any individual who had not less than six quarters of coverage
18 during the thirteen-quarter period ending with the quarter in
19 which he died, excluding from such period any quarter any
.20 part of which is included in a period of disability unless such
21

quarter is a quarter of coverage.

22

"cCOM31PUTATION OF PRIMARY

23
24

'INSURANCE AMOUNT AND

DISABILITY INSURANCE BENEFIT

"SEc. 215. For the purposes of this title
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1

"PrimarY Insurance Amount and iDisabilitY Insurance

2

Benefit

3

An individual's 'primary insurance amount', and

"(a.)

4 an. individual's 'disability insurance benefit', means an amkount
5 equal to the sum of the following:
6
7

"(1)

ation factor, and

8
9

his base amount mulltiplied b!y lIs contimi

"(2)

one-half of 1 per centini of his base amnotnt

multiplied by the number of his years of coverage.

10

When the primary insurance amount or disability insurance

11

benefit thus comnputed is less than $25, it shiall lie inlcreasedl

12

to $25.

13

the computation of the primary insurance amount of an

(For special rules applicable, in certain cases,,, for

14 individual who died prior to 1950 or who was paid a primary
15

insurance b~enefit prior to 1950, see section 111 of the Social

16

Security Act Amendments of 1949.)

17

"Base Amount

18
19

"(b)

An individual's 'base amount' means an amiount

equal to 50 per centumn of the first $iQO of his average

20 monthly wage plus 10 per centuin of the next $200 of such
21

wage.

22
23

"Average M.1onthly Wage
"

(c)

(1) An individual's

'average

monthly wao'e'

24 means the quotient obtained by dividing (A) the total of
25 his wages and self-employment income during all his years
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1 of coverage after his starting date, by (B) the product of
2 twelve times the number of his years of coverage after such
3 starting date; except that if in any case the product deter
4 mined under clause
5 increased to sixty.

(B)

is less than sixty it shall be

For the purposes of this paragraph an

6 individual's 'starting date' shall be 1936, 1949, or the year
7 in which he attains the age of twenty-one, whichever results
8in the highest average monthly wage.
9

"(2) If an individual's average monthly wage comn

10

puted under paragraph (1)

11

monthly wage shall be increased to $50.

12

"(3)

is less than $50, his average

For the purposes of this subsection

13

" (A) in computing an individual's average monthly

14

wage there shall not be counted, in the case of any

15

calendar year after 1949, the excess over $83,600 of

16

(i) the wages paid to him in such year, plus (ii) the

17

self-employment income credited to such

18

determined under section 212);

19

year

(as

" (B) if the total of an individual's wages and self

20

employment income for any calendar year is not a,

21

multiple of $1, such total shall be reduced to the next

22

lower multiple of $1; and

23
24

" (C) if an individual's average monthly wage com
puted under paragraph
HI. li. 6000-5

(1)

of this subsection is not

1

a. mflltijple of $1, it shall be reduced to the next lower

2

multiple of $1.
"Continuation Factor

3
4

"(d)

In the case of ,any individual who dies or attains

5 retirement age before 1956 or dies before the year in which
6 lie attains the a~ge of- twenty-eight, the continuation factor
7 shall be one.

In all cases, the continuation factor of an

8 individual shall be the quotient obtained by dividing (1)
9 the number of his years of coverage after his starting date,
10or the number 5, whichever is the greater, by (2)

the

11

nunmber of his continuation factor years; except that if such

12

quotient is greater than one it shall be reduced to one. For

13

th~e purposes of this subsection, an individual's starting (late

141 shall be 1936 or 1949, whichever results in the higher con
15 tiniuation factor. His continuation factor years shall be the
16 calendar years elapsing after his starting date (or after the
17

year in whichl hie attained the age of twenty-one, if later)

18

and prior to the year in which he attained retirement ag'e,

19

or died, whichever first occurred, or, if the computation

20

under this subsection is being made for an individual who is

21

entitled to disability insurance benefits with respect to a

22

disability, prior to the year in which occurs his disability

23

determination date (as determined under section 219 (c))

24 for such-disability; but no such calendar year, any part of
25

which was included in a period of disability (as defined in
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1 section 219 (i) , shall be, a continuation factor year unless
2 such calendar year was a year of coverage.
"Year of Coverage

3
4

"(e)

A 'year of coverage' for any individual means

5

"(1) in the case of anDy calendar year prior to 1950,

6

a year in -which the suim of the wages paid to him in stich

7

year wvas $200 or more; and

8

"(2) in the case of any calendar year after 1949,

9

a year in w\ihich the sumn of (A) tbe wages paid to hdim

10

in such year and (B) his self-e'rploy ment income cred

11

ited to such year (as (letermined under section 212)

12

was $400 or more.

13

"Treatment of Wages and Self-employment Incomie in Year

14

of Computation

15

"(f)

For the purposes of this section (other than sub

16

section (g) )

17

"(1)

in computing ain individual's average i-onthily

18

wvage a~nd Ihis years of coverage w\ithi respect to a-n appli

19

cation for old-age or disability insurance benefits, there

20

shall be taken into account only the self-employment

21

income of such individual for taxable years ending prior

22

to the date on which he filed such application, and there

23

shall be counted only the wages paid to him prior to

24

the quarter in which he filed such application.

25

purposes of this paragraph an Individual who was en

For the
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1

titled to disability insurance benefits for the mionth pre

2

ceding the month in which he attained retirement age

3

shall be deemed to have filed an ,application for old-age

4

insurance benefits on the date lie attained retirement

5

age; and

6

"(2)

in computing the average monthly wage and

7

the years of coverage of an individual who died, there

8

shall not be counted wNages (other than compensation

9

described in section 205 (p)

10

in which he died.

11
12

) paid in or after the quarter

"Recomputation of Benefits
"

(g)

(1) After

an individual's

primnar~y insurance

13

amount has been determiied under this section (or uinder

14

section 111 of the Social Security Act Amendmnents of

IjI 1949, if -applicable), there shall -be no recompuitation of
16

such individual's primary insurance amount except as pro

17

vided in this subsection or, in the case of a World War II

18

veteran who dies after 1949 and prior to July 27, 1954,

19

as provided in section: 217 (b) . An individual's disability

20

insurance benefit shall not be recomputed except as provided

21

in paragraph (3) of this sub section.

22
23

"(2)

Upon application by an individual entitled to

old-age insurance benefits, the Administrator shall recoin

24 pute his primary insurance amount if the application therefor
25 is filed -after the twelfth month for which deductions uinder
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1section 203 (b)

(1) and (2) have been imposed '(within

2 a period of thirty-six months) with respect to such benefit,
3

not taking into account any month prior to 1950 or prior

4

to the earliest month for which the last previous compul

5 tation of his primary insurance amount was effective.

A

6 recomputation under this paragraph shall take into account
7 only (A) wages paid to such individual prior to the year
8 in which such application is filed and (B) his self-employ
9

ment income for taxable years ending prior to the date of

10

such application.

Such recomputation shall be effective

11

for and after the month in which such application is filed.

12

" (3) If upon application by an individual for old-age

13

or disability insurance benefits such individual had less than

14 five years of coverage, the Administrator shall recompute
15 his primary insurance amount or his disaibility insurance
16

benefit, as the case may be, by taking into account only

17

(A) the wages and self-employment income which were

18 included in the original computation of his average monthly
19

wage and (B) his self-employment income for the taxable

20

year in which he filed application for the old-age or dis

21

ability insurance benefits.

22

effective for and after the first month following the close of

23

such taxable year.

24
25

"(4)

Such recomputation shall be

Upon the death after 1949 of an individual en

titled to old-age insurance -benefits, if any person. is entitled
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1 to monthly benefits, or to a lump-sum death payment, on
2 the basis of the wages or self-employment income of such
3 individual, the Administrator shall recompute the decedent's
4

primary insurance amount, but (except as provided in para

5 graph (3) ) only if
6

"(A) the decedent would have been entitled to a

7

recomputation under paragraph

8

application therefor in the month in which he died; or

9

"(B) the decedent during his lifetime was paid

10

compensation which is treated, under section. 205 (p),
II

(2)

if he had filed

as remuneration for employment.

12 If the recomputation is required by subparagraph (A), the
13 recomputation shall take into account only the following:
14 The self-employment income of the decedent for all taxable
15 years other than his last taxable year, the wages (other than
16 compensation described in section 205 (p) ) paid to him
17 prior to the year in which he died, and the compensation
18

(described in section 205 (p)

19 death.

) paid to him prior to his

If the recomputation is not permitted under sub

20 paragraph (A) but is required by subparagraph (B), the
21 recomputation shall take into account only the following:
22 The wages and self-employment income which were per
23

mitted to be taken into account in the last previous computa

24 tion of the primary insurance amount of such individual
25 [(including any recomputation required by paragraph (3) ),
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1 and the compensation (described in section 205 (p) ) paid
2 to him prior to his death.
3

"(5) Any recomputation uinder this subsection shall

4 be effective only if such recomputation results in a higher
5 primary insurance amount or disability insurance benefit.
6 No such reconipttation shall, for the purposes of section
7 203 (a) , lower the average mionthly wage.
8

"Roundingy of Benefits

9
10

"(i)

The amount of any primary insurance amount

and of any disability insurance benefit and the amount of
11any mnonthly benefit computed under section 202 which,

12

after reduction under section 203 (a) or section 219 (e) ,

13

is not a multiple of $0.10 shall be raised to the next higlher

14 multiple of $0.10.

:15
16

"eOTIIER DEFINITIONS

"SEC. 216. For the purposes of this title

17
18

"Retirement Age
" (a) The term 'retirement age' means age sixty-five.

19

"Wife

20

" (b) The term 'wife' means the wife of an individual,

21

but only if she (1) is the mother of his son or daughter, or

22

(2) was married to him for a period of not less than three

23

years immediately preceding the day on which her applica

24 tion is filed.
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1
2

"(c) The term 'widow' (except when used in section

3 202 (g)
4

"Widow

) means the surviving wife of an individual, but

only

if she (1) is the mother of his son or daughter, (2) legally

5 adopted his son or daughter -while she was married to him
6 and while such son or daughter was under the age of eight
7een, (3) was married to him at the time both of them legally
8 adopted a child under the age of eighteen, or (4) was mar
9 nied to him for a period of not less than one year immedi
10

ately prior to the day on which hie died.

11

"Former Wife Divorced

12

"(d) The term 'former ~wife divorced' means a woman

13

divorced from an individual, but only if she (1) is the

14 mother of his son or daughter, (2) legally adopted his son or
15

daugohter while she was married to him and while such son

16

or daughter was under the age of eighteen, or (3)

17

married to himt at the time both of them legally adopted a

18

child under the age of eighteen.

19
20

was

"Child
"(e)

The term 'child' means (1)

the child of an in

21

dividual, and (2) in the case of a living individual, a step

22

child or adopted child who has been such stepchild or

23

adopted child for not less than three years immediately

24 preceding the day on which application for child's benefits is
25

filed, and (3) in the case of a deceased individual, (A) an
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1 adopted child, or (B) a stepchild who has been such stepchild
2 for not less than one year immediately preceding the day
3 on which such individual died. In determining whether an
4

adopted child has met the length of time requirement in

5 clause (2), time spent in the relationship of stepchild shall
6 be counted as time spent in the relationship of adopted child.
7
8

"Determination of Family Status
"(f)

(1) In determining whether an applicant is the

9 wife, widow, child, or parent of a fully insured or currently
10

insured individual for purposes of this title, the Administrator

11

shall apply such law as would be applied in determining the

12

devolution of intestate personal property by the courts of the

:13

State in which such insured individual is domiciled at the time

14 such applicant files application, or, if such insured individual
15 is dead, by the courts of the State in which he was domiciled
16. at the time of his death, or if such insured individual is or was
17

not so domiciled in any State, by the courts of the District of

18 Columbia. Applicants who according to such law would have
19 the same status relative to taking intestate personal property
20

as a wife, widow, child, or parent shall be deemed such.

21

" (2) A wife shall be deemed to bQ living with her hus

22

band if they are both members of the same household, or she

23

is receiving regular contributions from him toward her sup

24 port, or he has been ordered by any court to contribute to her
25 support; and a widow shall be deemed to have been living
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1 with her husband at the time of his death if- they were both
2 members of the same household on the date of his death, or
3 she was receiving regular contributions from him toward her
4

support on such date, or he had been ordered by any court to

5 contribute to her support."
6
7
8
9

(b) The amendment made by sub-section

(a)

shall

take effect January 1, 1950, except that-"
(1) Section 214 of the Social Security Act shall
be applicable

(A) in the ease of applications filed

10

after September 1949 for monthly benefits for months

11

after 1949, and (B) in the case of applications for lump-

12

sum death payments with respect to deaths after 1949.

13

(2) Section 216 of the Social Security Act shall

14

be applicable in the ease of applications filedW after

15

September 1949 for monthly benefits for months after

16

1949.

17

(3)

If the provisions of section 111 of this Act

18

are applicable in computing any benefits for months after

19

1949, section 215 of the Social Security Act shall not

20

be applicable with respect to such benefits unless and

21

until such benefits are recomputed under subsection

22

(g) of -suchsection 215.

23
24
25

WORLD WAR IT VETERANS

SEC. 105. Title II

of the Social Security Act is

amended by striking out section 210 and by adding after
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1 section 216 (added by section 104 (a) of this Act) the
2 following:
"4BENEFITS IN CASE OF WORLD WAR II VETERANS

4

"SEC. 217. (a) For purposes of determining entitle

5 mient to and the amiount of any monthly benefit for any
6 month after 1949, or entitlement to and the amount of any
7 lumip-sumn death paymrent in case of a death after 1949,

8

payiable

9

emiployment income of any W~orld War II veteran, such

10

veteran shall be deemned to have b)een lpaidl w\ages (hi addi

11

tion to the wages, if any, actuially paid to him) of $160 in

12

eqcii month during any part of \which he served hi the active

13

military or naval service of the United States during World

14

War II.

15

of any monthly benefit or lump-sumn death payment if a

16

larger benefit or payment, as the case may be, -would be

17

payable without its application.

18

"(b)

under this title on the basis of the wagles or self

This subsection shall not be applicable in the case

(1) In the case of any World War II veteran

19

who dies during the period of three years immediately fol

20

lowing his separation from the active militarv or naval

21

service of the Unit~ed States and who (i) died prior to 1950

22

and on the basis of whose wages no monthly benefit for any

23

month prior to 1952 was paid and no lump-sum death

24

payment was made, or (II) died after 1949, such veteran

25

shall be deemed to have died a fully insured individual with

1 an average monthly wage of $160 and, for the purposes of
2 section 215 (a)

(2), to have been paid $400 in wages in

3

each calendar year in which be had thirty days or more of

4

active military or naval service after September 16, 1940,

5 and prior to July 217, 1951. This sabsection shall not be
6 applicable in the case of ,any monthly benefit or lump-sim.
7

death p~ayment if-

S

(A) a larger such benefit or p)aynent, as tile case
m
-ay be, -would be payable without its application;

10

"(B)

any penisioni or compensation is determined

11

by the Veterans' Admiiinistration to be payable by it on

12

the basis of the death of such veteran;

13

" (C) the death of the veteran occurred while he

14

-was in the active military or naval service of the

15

United States; or

16

"(ID)

such veteran has been discharged- or released

17

from the active military or naval service of the Unitled

18

States subsequent to July 26, 1951.

19

" (2) Upon an application for benefits or a lump-suni

20 death payment on the basis of the wages or self-employment
21

income of anv World War 1I veteran, the Federal Security

22 Administrator shall make a decision -without regard to para
23

graph (1)

(B) of this subsection unless he has been notified

24 by the Veterans' Administration that pension or compensa
25

tion is determined to be payable by the Veterans' Admin
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1 istration by reason of the death of such veteran.

The

2 Federal Security Administrator shall thereupon 'report such
3 decision to the Veterans' Administration.
4

If the Veterans'

Administration in any such case has made an adjudication

5 or thereafter makes an adjudication that any pension or
6 compensation' is payable under any law administered by
7 it, it shall notify the Federal Security Administrator, and the
8 Administrator shall certify no further -benefits for payment,
9 or shall recompute the amount of any further benefits pay
10

able, as may be required by paragraph (1) of this subsection.

11 ~Any payments theretofore certified by the Federal Security
12

Administrator on the basis of paragraph (1) of this sub

13

section to any individual, not exceeding the amount of any

14 accrued pension or compensation payable to him by the
15

Veterans' Adiministration, shall (notwithstanding the pro

16

visions of section 3 of the Act of August 12, 1935, as

17 amended (38 U. S. C., see. 454a) ) be deemed to have been
18

paid to him by such Administration on account of such

19

accrued pension or compensation.

No such payment certi

20 fled by the Federal Security Administrator, and no payment
21

certified by him for any month prior to the first month for

22

which any pension or compensation is paid by the Veterans'

23

Administration shall be deemed by reason of this subsection

24 'to. have been an erroneous payment.
25

"(c)

In the case of any World War II veteran who
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1 has died prior to 1950, proof of support required under
2

section 202 (f) may be filed by a parent at any time prior

3 to July 1950 or prior to the expiration of two years after
4

the date of the death of such veteran, whichever is the later.

5

" (d) There are hereby authorized to be appropriated

6 annually to the Trust Fund such sums as may be neces
7 sary to meet the additional cost, resulting from this section,
8 of the benefits (including lump-sum death payments) pay
9 able under this title.
10

"(e) For the purposes of this section-.

11

"(1)

The termn 'World War II' means the period be

12

ginning with September 16, 1940, and ending at the close

:13

of July 24, 1947.

14

"(2)

The term 'World War II veteran' means any

15 individual who served in the active military or naval service
16 of the United States at any time during World War 11 and
17 who, if discharged or released therefrom, was so discharged
18

or released under conditions other than dishonorable after

19

active -service of ninety days or more or by reason of a dis

20 ability or injury incurred or aggravated in service in line of
21

duty; but such term shall not include any individual who

22

died while in the active military or naval service of the

23

United States if his death was inflicted (other than by an

24 enemy of the United States) as lawful punishment for a
25 military or naval offense."
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1

COVERAGE OF STATE AND LOCAL EMPLOYEES

2

SEC. 106. Title II of the Social Security Act is amended

3

by adding after section 217 (added by section 105 of this

4 Act) the following:
5

"VOLUNTARY AGREEMENTS FOR COVERAGE OF STATE AND

6

LOCAL EMPLOYEES

7

"Purpose of Agreement

8"SEC. 218. (a)

(1)

The Administrator shall, at the

9 request of any State, enter into an agreemient with such
10

State for the purpose of extending the insurance system

11

established by this title to services (not otherwise included

12

as employment uinder this title) performed by individuals as

13

employees of such State or any political subdivision thereof.

14 Each such agreemient shalt contain such provisions, not incon
15

sistent with the provisions of this section, as the State may

16 request.
17

"

(2) -Notwithstanding section 210 (a) , for the purposes

18 of this title the term 'employment' includes any agricultural
19

labor, domestic service, or service performed by a student,

20

included under an agreement entered into under this section.

21

"Definitions

22
23

"(b) For the purposes of this section
" (1) The teim 'State' does not include the District

24

of Columbia.

25

"(2)

The term 'political subdivision' includes an
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1

instrumentality of (A) a State, (B) one or more po

2

litical subdivisions of a State, or (C) a State and one or
a

more of its political subdivisions.

4
5

" (3) The term 'employee' includes an officer of
a State or political subdivision.

6

" (4) The term 'retirement system' means a pen

7

sion, annuity, retirement, or similar fund or system estab

8

lished by a State or by a political subdivision thereof;

9

and the term, 'State-wide retirement system' means a

10

retirement system established by a, State which covers

11

any class or classes of its employees and any class or

12

classes of employees of one or more political subdivisions

13

of the State or covers any class or classes of employees

14

of two or more political subdivisions of the State.

15

"(5)

The term 'coverage group' means (A) em

16

ployees of the State other than those in positions covered

17

by a State-wvide retirement system, (B) employees of a

is

political subdivision of a State other than those in posi

19

tions covered by a State-wide retirement system, or (C)

20

employees of the State and employees of its political

21

subdivisions who are in positions covered by a State-wide

22

retirement system.

23
24

"Services Covered
"c

1

An agreement under this section shall be
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1

applicable with respect to any one or more coverage groups

2

designated by the State.

3

" (2) In the case of each coverage group to which the

4

agreement applies, the agreement must include all services

5

(other than services excluded by or pursuant to subsection

6

(d)

7

formed by individuals as members of such group.

8

or paragraph

" (3)

(3)

or (5)

of this subsection)" per

Such agreement shall, if the State requests it,

9

exclude (in the case of any coverage group) any services

10

of an emergency nature or all, services in any class or classes

11

of elective positions,. part-time positions, or positions the

12

compensation for which is on a fee basis.

13

" (4) The Administrator shall, at the request of any

14 State, modify the agreement with such State so as to (A)
15

include any coverage group to which the agreement did

16

not previously apply, or (B) include, in the case of any

17

coverage group to which the agreement applies, services

18

previously excluded from the agreement; but the agreement

19

as so modified may not be inconsistent with the provisions

20

of this section applicable in the case of an original agreement

21

with a State.

22

" (5) Such agreement shall, if the State requests it,

23

exclude (in the case of any coverage group) any agricultural
H1.R. 6000

6

82
1 labor, domestic service, or service performed by a student,
2 designated by the State.

This paragraph shall apply only

3 with respect to service which, if performed in the employ
4

of an individual, would be excluded from employment by

5 section 210 (a).
6

"(6) Such agreement shall exclude services performed

7 by ain individual -whois employed to relieve him from unem
8 plovmnent and shall exclude services performed in a hospital,
9

home, or other institution by a patient or inmate thereof.

10
11

"Referendum in Case of Retirement System
"(d)

(1) No agreement with any State may include

12

services performed in positions covered by a retirement

13

system in effect on the date the agreement is entered into

14 unless the State requests such inclusion and the Governor
15 of the State certifies to the Administrator that (A) a written
16 referendum was held (within the period prescribed in para
17 graph

(3)

of this subsection)

on the question whether

18 services in positions covered by such retirement system
19 should be excluded fromt or included under the agreement,
20

(B) an opportunity to vote in such referendum was given

21

(and was limited) to the employees who were in such posi

22

tions at the time the referendum was held and to the indi

23 viduals who on such date were twenty-one years of age or
24 older and were receiving periodic payments under such
25

retirement Mystem, and (0) not less than two-thirds of the
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1 voters in such referendum voted in favor of including serv
2 ices in such positions under the agreement.
3

" (2) No modification of an agreement with any State

4

may provide for the inclusion of services perfornied in

5 positions covered by a retirement system in effect on the
6 da~te the modification is agreed to unless the State requests
7 such inclusion and the Governor of the State makes a certi
8 fication which meets the requirements of clauses (A), (B),
9 and (C) of paragraph (1) .
10

"(3)

The period within which a referendum must be

11

held for tile purposes of this subsection shall be the period

12

beginning one year before the effective date of the agree

13

ment and ending onl the date such agreement is entered

14 into, except that in the case of a modification of an agreement
15 such period shall begin one year before the effective date of
16

the modification and end on the date such modification is

17 agreed to.
18
19
20

"Payments and Reports by States
"(e)

Each agreement under this section shall provide
" (1)

that the State will pay to the Secretary of

21

the Treasury, at such time or times as the Adminis

22

trator may by regulation prescribe, amounts equivalent

23

to the sum of the taxes which would be imposed

24

by sections 1400 and 1410 of the Internal Revenue

25

Code if the services of employees covered by the agree
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ment constituted employment ag defined in section 1426

2

of such code;

3

" (2) that the State will comply with such regula

4

tions relating to paymnents and reports as the Admin

5

istrator may prescribe to carry out the purposes of this

6

section.

'7

"Effective Date of Agreement

8

"(f) Any agreement or modification of an agreement

9

under this section shall be effective with respect to services

10

performed after an effective date specified in such agreement

11

or modification, but in no ease prior to January 1, 1950, and

12

in no case (other than in the case of an agreement or

13

modification agreed to prior to January 1, 1952) prior to

14 the first day of the calendar year in which such agreement
15

or modification, as the ease may be, is agreed to by the

16

Administrator and the State.

17
18
19

"Termination of Agreement
"(g)

(1) Upon giving at least two years' advance

notice in writing to the Administrator, a State may terminate,

20 effective at the end of a calendar quarter specified in the
21

notice, its agreement with the Administrator either

22

" (A) in its entirety, but only if the agreement has

23

been in effect from its effective date for not less than
24 five years prior to the receipt of such notice; or

25

"(B) with respect to any coverage group desig
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nated by the State, but only if the agreement has been

2

in effect with respect to such coverage group for not

3

less than five years prior to the receipt of such notice.

4

" (2) If the Administrator, after reasonable notice and

5 opportunity for hearing to a.State with whom he has entered
6 into an agreement pursuant to this section, finds that the
7

State has failed or is no longer legally, able to comply sub

8

stantially with any provision of such agreement or of this

9 section, he shall notify such State that the agreement will be
10

termninated in its entirety, or w\Nith respect to any one or miore

11

coverage groups designated by him, at such time, not later
12than two years from the date of such notice, as he deems

13

appropriate, unless prior to such time he finds that there no

14

longer is any suich failuire or that the cause for such legal

15

inability has been remove~d.

16

"(3)

If any agreemrent entered into under. this section

17

is terminated in its entirety, the Administrator and. the State

18

may not again enter into an agreement pursuant to this

19

section.

20

to any coverage group, the Administrator and the State

21

may not thereafter modify such agreement so as to again

22

make the agreement applicable with respect to such cover

23

age group.

24
25

If any such agreement is terminated with respect

"Deposits in Trust Fund; Adjustments
"a(h) (1)

All amounts received by the Secretary oi
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1 the Treasury under an agreement made pursuant to this
2 section shall be deposited in the Trust Fund.
3

" (2) If more or less than the correct amount due uinder

4 an agreement made pursuant to this section is paid with re
5 spect to any payment of remuneration, proper adjustments
6

with

respect to the amounts due uinder such agreement shall

7 be made, without interest, in such mnanner and at such times
Sas may be prescribed by regulations 'of the Administrator.
9

If an over-paymient cannot be adjusted uinder para

"(3)

10

graph (2)

11

is to be paid shall be certified by the Administrator to the

12

Managing Trustee, and the Managing Trustee, through the

13

Fiscal Service of the Treasury Department and prior to any

14

action thereon by the General Accounting Office, shall make

15

paym7nent in accordance with such certification.

16

aging Trustee shall not be held personally liable for any

17

payment or payments made in accordance with a certifica

18

tion

bv

,

the amnount thereof and the time or times it

the Administrator.

19
20

The Mlan

"Regulations
"(i)

Regulations of the Administrator to carry out the

21

purposes of this section shall be designed to make the require

22

ments imposed on States pursuant to this section the same,

23

so far as practicable, as those imposed on employers pur

24

suant to this title and subchapter A of chapter 9 of the

25

Internal Revenue Code.
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"Failure To Make Payments
In case any State does not make, at the time or

"(j)

a

times due, the payments provided for under an agreement

4

pursuant to this section, there shall be added, as part of

5 the amounts due, interest at the rate of 6 per centum per
6 annum from the date due until pai-d, and the Administrator
7 may, in his discretion, deduct such ;amounts plus interest
8 from any amounts certified-to the Secretary of the Treasury
9

for payment to such State under any other provision of

10

this Act.

11

been paid to the State under such other provision of this

12

Act. Amounts equal to the amounts deducted under this

13

subsectioii are hereby ,appropriated to the Trust Fund.

14
15

Amounts so deducted shall be deemed to have

"Instrumentalities of Two or More States
"(k)

The Administrator may, at the request of any

16

instrumentality of two or more States, enter into an agree

17

ment with such instrumentality for the purpose of extend

18

ing the insurance system established by this title to services

*19 performed by individuals as employees of such instrumen
20

tality.

21

be governed by the provisions of this section applicable in

22

the case of an agreement with a State.

.23
24

Such agyreement, to the extent practicable, shall

"Delegation of Functions
"(1)

The Administrator

is- authorized, pursuant

to

25) agreement with the head- of any, Federal agency, to dele
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1

gate any of his functions under this section to any officer or

2 employee of such agency and otherwise to utilize the serv
3 'Ices and facilities of such agency in carrying out such fune
4

tions, and payment therefor shall be in advance or by way

5 of reimbursement, as may be provided in such agreement."

6
7

DISABILITY INSURANCE BENEFITS

SEC. 107. Title II of the Social Security Act is amended

8 by adding after section 218 (added by section 106 of this
9 Act) the following:

10 "PEIMANENT

"Conditions of Entitlement

11

12
13

AND TOTAL DISABILITY INSURANCE BENEFITS

"SEc. 219. (a)

(1) Every permanently and totally

disabled individual (as defined in subsection (li)

) w\ho

14

" (A) has not attained retirement age,

15

" (B) has filed application for disability insurance

16

benefits,

17
18
19
20
21

" (C) is insured for disability insurance benefits,
and
" (D) has been uinder a disability throughout his
waiting period,
shall be entitled to a disability insurance

benefit for

22 each month, beginning with the first month after his waiting
23 period in which he becomes so entitled to such insurance
24 benefits and ending with the month preceding the first month
25 in which any of the following occurs: he ceases to be a,
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1 permanently and totally disabled individual, dies, or attains
2 retirement age.
3

" (2) The term 'waiting period' means, with respect to

4 the disability of any individual, the period beginning with
5 the calendar month in which occurred his disability de
6 termination date (as determined under subsection (c)

) and

7 ending, at the expiration of the sixth calendar month following
8 such month.
9

"(3) An individual who would have been entitled

10

to a disability insurance benefit for any month bad he filed

11

application therefor prior to the end of such month shall

12

be entitled to such benefit for such month if he files applica

13

tion therefor prior to the end of the third month succeeding

14 such month; except that the provisions of this paragraph shall
15

not apply for purposes of determining a period of disability

16

(as defined in subsection (i)), or when a disability deter

17

mination date occurred.

18s

(4) No application for disability insurance benefits

19

filed prior to scven months before the first month for which

20

the applicant becomes entitled to receive such benefits shall

21

be accepted as an application for purposes of this section.
"Determination of Insured Status

22
23

"(b) An individual is insured for purposes of disability

24 insurance benefits if he had not less than
25

" (1)

six quarters of coverage (as determined under

90

) during the thirteen-quarter period

1

section 213 (a)

2

which ends wivth the quarter in which his disability

3

determination date occurred; and

(2)

4

"((2) twenty quarters of coverage during the forty-

5

quarter period which ends with the quarter in which

6

his disabilitv determination date occurred.

7 In case such individual was previously entitled to disability
8 insurance benefits, there shall be excluded from the count
9 of the quarters in. each period specified in paragraphs (1)
10

and (2) any quarter any part of which wias included in a

11

period of disability unless such quarter is a quarter of

12

coverage.

13
14
15

"Disability Determination Date
"(c)

For the purposes of this title
"(1)

the disability determination date of any indi

16

vidual. who files application for disability insurance

17

benefits prior to 19053 shall be -whichever of the fol

18

lowing days is the latest: (A) The day the disability

19

began, (B) June 30, 1950, or (C) the first day of the

20

first quarter in which he would be insured for disability

21

insurance benefits with respect to such disability if he

22

had filed application therefor in such quarter; and

23

"(2) the disability determination date of any in

24

dividual who files application for disability insurance

25

benefits after 1952 shall be whichever of the follow

91
1

ing days is the latest:

2

began, (B) the first day of the tenth month prior to

3

the month in which he filed such application, or (C)

4

the first day of the first quarter in which he would

5

be insured for disability insurance benefits with re

6

spect to such disability if he had filed application

7

therefor in such quarter.

8
9

(A) The day the disability

"Determination of Disability
"(d)

The Administrator shall make provision for deter

10

minations of disability and redeterminations thereof at neces

11

sary intervals, and he shall by regulation provide for such

12

examinations of individuals as he deems necessary for pur

13

poses of determining or redetermining disability and entitle

14

ment to benefits by reason thereof,

In the case of any

15 -individual submitting to such an examination, the Adminis
16

trator ma~y pay, in accordance with regulations prescribed

17 by him, (1) the necessary travel expenses (including sub
18

sistence expenses incident thereto) of such individual in con

19 nection with such examination, and (2) if the examination
20

is made by a physician who is not an employee of the United

21

States, the necessary expenses

22

examination.

23

ated for each fiscal year from the Trust Fund such amoutm

24

as may be necessary for the purposes of this subsection.

(including a fee) for such

There is hereby authorized to be appropri
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2

"Reduction of Benefit
"(e)' ' (t) Where a benefit is payable to any individual

8 under this section and a workmen's compensation benefit

4 or benefits have been or are paid to

such

individual on

5 hecount of the same disability for the same period of time,
6 such individual's benefit uinder this section for such month
7 shall, prior to any deductions uinder section 220, be reduccd
8 by one-half, or by an amount equal to one-half of such
9 workmen's compensation benefit or benefits, whichever is
10
11

the smaller.
"(2)

In case the benefit of any individual under this

12

section is not reduced a~s provided in paragraph (1) be

13

cause such benefit is paid prior to the payment of the work

14 men's compensation benefit, the reduction shall be made
15

by deductions, at such time or times and in such amounts

16

as the Administrator may determine, from any other pay

17

ments under this title payable on the basis of the wages or

18

self-employment income of such individual.

19

" (3) If the workmen's compensation benefit is payable

20 on other than a monthly basis (excluding a benefit payable
21

in a lump sum unless it is a commutation of, or a substitute

22

for, periodic payments) , reduction of the benefits under

23

this subsection shall be made in such amounts as the Ad

24 ministrator finds will Approximate, as nearly as practicable,
25 the reduction prescribed in paragraph (1) .
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"(4)

In order to assure that the purposes of this sub

2 section will be carried out, the Administrator may, as a
3condition to certification for payment of any disability insur

4

ance benefit payable to an individual under this section

5

(if it appears to him that there is a likelihood that such

6 individual may be eligible for a work-men's compensation
7 bcncfit which would give rise to a reduction uinder this subS section) , require adequate assurance of reimbursement to

9 the Trust Fund in case workmen's compensation benefits,
10

with respect to which such a reduction should be made,

11

become payable to such individual and such reduction is
12not made.
(5) For purposes of this subsectioin, the term 'work

13

14 men's compensation benefit' means a cash beniefit, allowance,
15

or compensation payable under any workmeni's compensation

16

law or plan of the United States or of any State.

17

"Termination of Entitlement to Benefits

18
19

by Administrator
"

(f) In any case in which an individual has refused

20 to submit himself for examination or reexamination in ac
21

cordance with regulations of the Administrator, or has with

22

out good cause refused to accept rehabilitation services
23available to him uinder a State plan approved under the

24

Vocational Rehabilitation Act (29 U. S. C. ch. 4) after

25

being directed by the Administrator to do so, the Adminis
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1 trator may find, solely because of such refusal, that such
2 individual is not a permanently and totally disabled individ
3 ual or that his disability (previously determined to exist)
4

has ceased.

The Administrator may find that an individual

5 is not a permanently and totally disabled individual or that
6 his disability (previously determined to exist) has ceased,
7 if such individual is outside the United States and the
8 Admninistrator finds that adequate arrangements have niot
9 been made for determining or redetermining such individual's
10

disability.

11
12

"Cooperation with Agencies and Groups
"

(g)

The Admninistrator is authorized to secure the

13

cooperation of appropriate agencies of the United States,

14

of States, or of the political subdivisions of States and the

15

cooperation of private medical, dental, hospital, nursing,

16 health,, educational, social, and welfare groups or organiza
17

tiols, and where necessary to enter into voluntary working

18 agreements with any of such public or private agencies,
19

organizations, or groups in order that their advice and serv

20

ices may be utilized in the efficient administration of this

21

sectiona.

22

"Definitions of 'IDisability' and 'Permanently and Totally

23

Disabled Individual'

24

"(h) For the purposes of this title
25"(I1)

the term 'diability' means (A) inability to
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engage in any substantially gainful activity by reason

2

of any medically demonstrable physical or mental im

3

pairruent which is permanent, or (B) blindness; and

4

the term 'permanently and totally disabled individual'
means an individual who has such a disability; and

6

"(2) the termi 'blindness'

means central visual

7

acuity of 5/200 or less in the better eye with correcting

8

lenses.

9

five degrees or less concentric contraction shall be con

An eve in which the visual field is reduced to

10

sidered for the purposes of this paragraph as having a

11

central visual acuity of 5/200 or less.

12
13

"Definition of 'Period of Disability'
"

(i) As used in this title the teriri 'period of disability'

14

meaniis, with respect to any individual, a period of one or

15

more consecutive calendar mnonths for each of which such

16

individual was entitled to a disability insurance benefit and

17

" (1)

in the case of a disability with respect to

18

which application for disability insurance benefits was

19

filed prior to 19533-the six or more calendar months

20

which (A) precede the first month of such period of

21

one or more consecutive calendar months, and (B) occur

22

after the month in -which such individual's disability

230

determination date

24

(c)

25

)occurred;
"(2)

(as determined under subsection

or

in the case of a disability with respect to
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which application for disability insurance benefits was

2

filed after 1952-the six calendar months preceding

3

the first month of such period of one or more consecu

4

tive calendar months.

5
6

"DEDUCTIONS

FROM DISABILITY

INSURANCE

BENEFITS

"Events for Which Deductions Are Made

7

"SEC. 220. (a) Deductions, in such amounts and at such

8

tin-e or times as the Administrator shall determine, shall be

9 made from any payment or payments under this title to
10

which an individual is entitled, until the total of such deduc

11

tions equals such individual's benefit under section 219 for

12

any month

13

" (1)

in which such individual rendered services

14

as an employee (whether or not such services constitute

15

employment as defined in section 210) for remuneration

16

of more than $50; or

17

"(2) for which such individual is charged, pursuant

18

to the provisions of subsection (c) of this section, with

19

net earnings from self-employment (as determined pur

20

suant to subsection (d) ) of more than $50; or

21

" (3) in which such individual fails to submit him

22

self for examination in accordance with regulations of the

23

Administrator; or

24

" (4) in which such individual refuses without

25

good cause to accept rehabilitation services available to
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him under a State plan approved under the. Vocational

2

Rehabilitation Act after direction by the Admninistrator

3

to do so; or

4

"

(5) in wAhich- such individual is outside the Vinited

5

States if the Administrator finds that adequate airrange

6

ments have not been made for determining or redeter

7

mining the existence of the disability of suchl individual.

8 In accordance with such regulations as the Adiiinistrator
9 may prescribe, the Administrator may, if in his judgment it
10

will aid in the process of rehabilitation of any individual,

11

suspend or modify the application of paragnti'pls (1) and

12

(2) of this subsection for any month during which such

13

individual is receiving rehabilitation services under a S-,tate

14 plan approved under the Vocational Rehabilitation Act;
15

except that the Administrator may not so suspend or iiodify

16

the application of such paragraphs for any monthi after

17

the eleventh month following the first month for whiich such

18

suspension or modification was applicable.

19

"Occurrence of More Than One Event

20

"(b) 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

23

deducted.

The charging of net earnings from self-employ-

II. R. 6000-7
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ment to any month shall be treated as an event occurring in

2 the month to which such -net earnings are charged.
3

"Mlonths to Which Net Earnings Are Charged

4

" (c) For the purposes of subsection (a)

(2) of this

5 section
6

"

(1) If an individual's net earnings from self

7

emiployinent for his taxable year are not more than the

S

product of $50 times the number of months in such year,

9

no mouth in such year shall be charged with more than

10

$50 of net earnings from self-employment.

11

"(2) If an individual's net earnings from self

12

employment for his taxable year are more than the prod

13

ucet of $50 times the number of months in such year, each

14

mointh of such year shall be charged with $50 of net

15

earnings from self-employ ment, and the amount of such

16

net earnings in excess of such product shall be further

17

charged to months as follows: The first $50 of such excess

18

shall be charged to the last month of such taxable year,

19

and the balance, if any, of such excess shall be charged

20

at the rate of $50 per month to each preceding month in

21

such year until all of such balance has been applied,

22

except that no part of such excess shall be charged to any

23

month (A) for which such individual was not entitled to

24

a benefit under this title, (B) in which an event de

25

scribed in paragraph (1) , (3), (4), or (5) of subsec
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tion (a) occurred, or (C) in which such individual

2

did not engage in self-employment.

3

"(3) As used in paragraph

(2), the term 'last

4

month of such taxable year' means the latest month in

5

such year to which the charging of the excess described

6

in such paragraph is not prohibited by the applica

7

tion of clauses (A)

8

"(4)

,

(B)

,

and (C) thereof.

For the purposes of clause (C) of paragraph

9

(2), an individual will be presumed, with respect to any

10

month, to have been engagyed in self-employment in such

11

month until it is shown to the satisfaction of the Adminis

12

trator that such individunl rendered no substantial serv

13

ices in such month with respect to any trade or business

14

the net income or loss of which is includible for the pur

15

poses of this subsection in computing his net earnings

16

from self-employment

17

Administrator shall by regulations prescribe the methods

18

and criteria for determining whether or not an individual

19

has rendered substantial services with respect to any

20

trade or business.

21I

"Special Rule for Computation of Net Earnings from

22

Self-employment

23

"(d) For the

for any. taxable year.

purposes

of

this

section,

an

The

in

24 dividual's net earnings from self-employment for any taxable
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1 year shall be computed as provided in section 211 with the
2 following adjustments:
" (1)

3

Such computation shall be made without

4

regard to the provisions of subsections (a)

5

(8), (c)

6

and

7

"

(2)

(1), (c)

(2),

(a)

(4), and (c) (5) of section 2911,

Suich computation. shall be made without

8

regard to the provisions of sections 116, 1212, 2913, 251,

9

and 252 of the Internal Reveitte Code.
"Penalty for Failure to Report Certain Events

10
11

"

(e) Any individual in receipt (on. behalf of himself

12

or another individual) of benefits subject to deduction tunder

13

subsection (a) because of the occurrence of an event specified

14

therein (other than an event described in paragraph (2)

15 thereof) shall, report such occurrence. to the Administrator
16

prior to the receipt land acceptance of a disability insurance

17

benefit for the second month following the month in whichi

18 such- event occurred.

If such individual knowingly fails to

19 report any such occurrence, an additional deduction equal
20 to that imposed under such subsection shall be imposed,
21

except that the first additional deduction imposed by this

22 paragraph in the case of any individual shall not exceed an
23 amount equal to one month's benefit even though the failure
24 to report is with respect to more than one month.
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1

"'Report to Administrator of Net Earnings From

2
3

Self-employment
"(f)

(1) If an individual is entitled to any disability

4 insurance benefit dluring any taxable year in which he has
5 net earnings from self-employment in excess of $50 times
6 the number of months in such year, such individual (or the
7 individual in receipt of such benefit on his behalf) shall make
8

a report to the Administrator of his net earnings from self
9employment for such taxable year.

Such report shall be

10 made on or before the fifteenth day of the third month
11

following the close of such year, and shall contain such

12

information and be made in such manner as the Admin

13 istrator may by regulations, prescribe. If the individual fails
14 within the time prescribed above to makie such report of his
15

net earnings from self-employment for any taxable year

16 and any deduction is imposed under subsection (a)

(2) of

17 this section by reason of such.net earnings
18

"(A)

such individual shall suffer one additional

19

deduction in an amount equal, to his benefit for the last

.20

month in such taxable year for which he was entitled

21

to a disability insurance benefit; and

22

"(B) if the failure to make such report continues

23

after the close of the fourth calendar month following the

24

close of such taxable year, such individual shall,-suffer
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1

an additional deduction in the same amount for each

2

month or fraction thereof during which such failure

3

continues after such fourth month;

4

except that the number of the additional deductions required

5 by this paragraph shall not exceed the number of months in
6 such taxable year for which such individual received and
7

accepted disability insurance benefits and for which de

8 ductions are imposed under subsection (a)

(2) by reason

9 of such net earnings from self-employment.

If more than

10

one additional deduction would be imposed under this para

11

graph with respect to. a failure by an individual to file a

12

report required by this paragraph and such failure is the

13

first for which any additional deduction is imposed under this

14

paragraph, only one additional deduction shall be imposed

15

with respect to such first failure.

16

"(2) If the Administrator determines,7 on the basis of

17' information -obtained by or submitted to him, that it may,
18

reasonably be expected that an individual entitled to dis

19

ability insurance benefits for any taxable year will suffer

20 deductions imposed under subsection (a.)
21

(2) of this sec

tion by reason of his net earnings from self-employment

22 for such year, the Administrator may, before the close
23

of such taxable year, suspend the payment for each

24 month in such year (or for. only such months as the Ad
25 ministrator may specify) of such benefits payable to him;
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1 and such suspension shall remain in effect with respect to
2 the

benefits

for any month

until

the Administrator

3

has determined whether

or not any deduction is im

4

posed

uinder

for

5 Administrator

such

month

is authorized,

subsection

before

the

(a) . The

close of the

6 taxable year of an individual entitled to benefits during such
7 year, to request of such individual that he make, at such
8 time or times as the Administrator may specify, a declaration
9 of his estimated net earnings from self-employment for the
10

taxable year and that he furnish to the Administrator such

11

other information with respect to such net earnings as the

12

Administrator may specify.

13

to comply with any such request shall in itself constitute

A failure by such individual

14 justification for a determination under this paragraph that it
-15 may reasonably be expected that the individual will suffer
16

deductions imposed under subsection (a)

(2) of this section

17 by reason of his net earnings from self-employment for such
18. year."

19

PUERTO RICO

20

SEC. 108. Title II of the Social Security Act is amended

21

by adding after section 220 (added by section 107 of this

22

Act) the following:

23
24

"tEFFECTIVE DATE IN CASE OF PUERTO RICO

"SEC. 221. If the Governor of Puerto Rico certifies to

25 the President of the United States that the legislature of
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1 Puerto Rico has, by concurrent resolution, resolved that it
2 desires the extension to Puerto Rico of the provisions of
3 this title, the effective date referred to in sections 210 (h) ,
4

210 (i) , 210

(j), 211 (a) (7), and 211 (b) shall be

5 Januarv 1 of the first calendar year which begins more than
6ninetv days after the date on which the President receives
7
8
9

such certification."
RECORDS OF WAGES AN-\D SELF-EMPLOYME-LNT

SEC. 109.

(a) Subsection

INCOME

(1)) of 'Section 205 of the

10 Social Securitv Act is amended by inserting' "former wife
11 divorced," after "widow,"
12
1~3
14
15

(b) Subsection

(c)

of section 205 of the Social

6ecuritv Act is arrended to read as follows:
"(c)

(1) For the purposes of this subsection
"(A) The term

'accounting

period'

means

a

16

calendar quarter when used with respect to wages, and

17

a taxable year (as defined in section 211 (e)

18

used with respect to self-employment income.

) when

19

"(B) The term 'time limitation' when used with

20

respect to wages means a period of four years and one

21

month, and when used with respect to self-employment

22

income means a period of four years, two months, ,and

23

fifteen days.

24

" (C) The term 'survivor' means an individual's
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1

spouse, former wife divorced, child, or parent, who

2

survives such individual.

3

"(2)

On the basis of 'information obtained by or sub

4 mitted to the Administrator, and after such verification
5 thereof as he deems necessary, the Administrator shall estab
6 lish and maintain records of the amounts of wages paid to,
7 and the amounts of self-employment income derived by,
8

each individual and of the accounting periods in which such

9 wages were paid and such income was derived and, upon
10

request, shall inform any individual or his survivor of the

11

amounts of wages and self-employment income of such

12

individual and the accounting periods during which such

13

wages were paid and such income was derived, as shown

14 by such records at the time of such request.
15

" (3) The Administrator's records shall be evidence for

16

the purpose of proceedings before the Administrator or

17 any court of the amounts of wages paid to, and self-employ
18 ment income derived by, an individual and of the accounting
19 periods in which such wages were paid and such income
20 was derived.
21

The absence of an entry in such records as

to wages alleged to have been paid to, or as to self-employ

22 ment income alleged to have been derived by, an individual
23 in any accounting period shall be evidence that no such
24

alleged wages were paid to, or that no such alleged income
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1 was derived by, such individual during such accountin
2 period.
3

"(4) Prior to the expiration of the time limitation

4 following any accounting period the Administrator may,
5 if it is brought to his attention that any entry of wages or
6

self-employment income in his records for such period is

7

erroneous or that any item of wages or self-employment

8 income for such period has beeh omitted from such records,
9 correct such entry or include such omitted item in his
10

records, -as the case may be.

11

thie time limitation following any accounting period

After the expiration

'of

12

"4(A) the Administrator's records (with chianges,

13

if any, made pursuant to paragraph (5) ) of the amounts

14

of wages paid to, and self-employment income derived

15

by, an individual in such accounting period shall be

16

conclusive for the purposes of this title;

17

" (B) the absence of an entry in the Administrator's

18

records as to the wages alleged to have been paid by

19

an employer to an individual in such accounting period

20

shall be presumptive evidence for the purposes of this

21

title that no such alleged wages were paid to such indi

22

vidual in such accounting period; and

23

" (C) the absence of an entry in the Administra

24

tor's records as to the self-employment income alleged

25

to have been derived by an individual in such accounting
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1

period shall be conclusive for the purposes of this title

2

that no such alleged self-employment income was de

3

rived by such individual in such period unless it is

4

shown that he filed a tax return of his self-employment

5

income for such accounting period before the expiration

6

of the timne limitation following such period, in which

7

case the Administrator shall include in~ his records the

8

self-employment income of such individual for such

9

accounting period.

10

" (5) After the expiration of the time limitation follow

11

ing any accounting period in which wages were paid

12

or alleged to have been paid to, or self-employment income

13

was derived or alleged to have been derived by, ain indi

14 vidual, the Administrator may change or delete any entry
15

with respect to wages or self-employment income in his

16

records of such accounting period for such individual or

17

include in his records of such accounting period for such

18

individual any omitted item of wages or self-employment

19 income but onlyw
20

" (A) if an application for monthly benefits or for

21

a lump-sum death payment was filed within the time

22

limitation following such accounting period; except that

23

no such change, deletion, or inclusion may be made

24

pursuant to this subparagraph after a final decision upon
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1

the application for monthly beneflts or lumnp-sum death

2

payment;

3

"

(B) if within the time limitation following suich

4

accounting period ani individutal or his survivor mnakes

5

a request for a change or deletion, or for an inclusion

6

of an omnitted itemn, and ,alleg'es in writing' that the Ad

7

ministrator's records of the wages paid to, or the self-

S

employmtent income derived by, such individual iii such

9

accounting period are in one or more respects erroneous;

10

except that no such change, deletion, or inclusion muay

11

be made pursuant to this subparagraph after a final

12

decision upon such reqluest.

13

ministrator's decision on any such request shall be given

14

to the individual who made the request;

13
16
17

Written notice of the Ad

"(C) to correct errors apparent on the* face of suich
records;
"

(D) to transfer items to records of the Railroad

18

Retirement Board if such items were credited uinder this

19

title -when they should have been credited uinder the

20

Railroad Retirement Act, or to enter items transferred

21

by the Railroad Retirement Board which have been

22

credited under the Railroad Retirement Act when they

23

should have been credited under this title;

24
25

"(E) to delete or reduce the amount of any entry
which is erroneous as a result of fraud;
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1

"(F) to conform his records. to tax returns or por

2

tions thereof (including information returns and other

3

written statements)

4

Internal Revenue under title VIII of the Social Security

5

Act, under subchapter A or F of chapter 9 of the In

6

ternal Revenue Code, or under regulations made under

7

authority of such title or subchapter, and to information

8

returns filed by a State pursuant to an agreement

9

under section 218 or regulations of tlhe Administrator

10

thereunder; except that no amount of self-employment

11

income of an individua~l for any taxable year (if such

12

return or statement was filed after the expiration of the

13

time limitation following the taxable year) shall be

14

included in the Administrator's records pursuant to this

15

subparagraph in excess of the amount which has been

16

deleted pursuant to this subparagraph as payments

17

erroneously included in such-records as wages paid to

18

such individual in such taxable year;

filed with the Commissioner of

19

" (G) to include wages paid in such accounting

20

period to an individual by an employer if there is an

21

absence of any entry in the Administrator's records of

22

wages having been paid by such employer to such indi

23

vidual in such period; or

24
25

"(II)

to enter items which constitute remuneration

for employment under subsection (p), such entries to
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be -in accordance with certified reports of records made

2

by the Railroad Retirement Board pursuant to section

3

5 -(k)

4

" (6) Written notice of any deletion or reduction under

(3) of the Railroad Retirement Act of 1937.

5 paragraph (4) or (5) shall be given to the individual whose
6 record is involved or to his survivor, except that (A) in
7

the case of a deletion or reduction with respect to any entry

8 of wages such notice shall be given to such individual only
-9 if he has previously been notified by the Administrator of the
10

amount of his wages. for the accounting period involved,

11

and (B) such notice shall be given to such survivor only if

12

he or the individual whose record is involved has previously

13

been notified

by the Administrator of the amount of such

14 individual's wages and self-employment income for the

15
16

accounting period involved.
" (7) Upon request in writing

(within such period,

17

after any change or refusal of a request for a change of

18

his records pursuant to this subsection, as the Administrator

19

may prescribe) , opportunity for hearing with respect to

20

such change or refusal shall be afforded to any individual

21

or his survivor. If a hearing is held pursuant to this para

22

graph the Administrator shall make findings of fact and a

'23 decision based upon the evidence adduced at~such hearing
24 and shall include any omitted items, or change or delete

III
1

any entry, in his records as may be required by such find

2

ings and decision.

3

" (8) Decisions of the Administrator under this sub

4

section shall be reviewable by commencing a civil action

5 in the United States district court as provided in subsec
6 tion (g) ."
7

(c) Section 205 of the Social Security Act is amended

8 by adding at the end thereof the following subsections:
9

"Adjustment of Wages from Certain Nonprofit

10

Organizations

11

"(o) Notwithstanding any other provision of this title,

12

in the case of wages paid to an individual during any cal

13 endar quarter by an employer entitled (under section 1412
14 of the Internal Revenue Code) to an exemption. from the
15

tax imposed by section 1410 of such code, only one-half

16

of the amount of such wages paid during such calendar

17

quarter to such individual shall be considered as paid to him

18 for the purpose of determining the insured status of such
19

individual and for the purpose of determining the amount

20

of any insurance benefit or payment; but this paragraph

21

shall not apply if a waiver of such exemption of the employer

22

was in effect for such calendar quarter.

23. "Crediting of Compensation Under the Railroad Retirement
24
25

Act

"(p) If there is no person who would be entitled, upon

1,12
1

application therefor, to an annuity under section 5 of the

2 Railroad Retirement Act of 1937, or to a lump-sum pay
3

ment under subsection

(1)

(f)

of such section, with

4 respect to the death of an employee (as defined in such
5 Act), then, notwithstanding section 210 (a)

(10) of this

6 Act, compensation (as defined in such Railroad Retirement
7 Act, but excluding compensation attributable as having been
8 paid during any month on account of military service
9 creditable under section 4 of such Act if wages are deemed
10

to have been paid to such employee during such month

11

under section 217

12

shall constitute

13

poses of determining (A) entitlement to and the amount

(a)

of this Act)

remuneration

14 of any lumnp-sum

death

of such employee

for employment

payment

under

for pur

this title on

15 the basis of such employee's wages or self-employment
16 income and (B.)

entitlement to and the~amount of any

17

monthly benefit under this title, for the month in which

18

such employee died or for any--month thereafter, on the

19

basis of such wages or self-employment income.

20

purposes, compensation (as so defined) paid in- a calendar

21

year shall, in the absence of evidence to the contrary, be

22

presumed to have been paid in equal proportions with

23

respect to all months in the year in which the employee

24 rendered services for such compensation.
25

For such

This paragraph

shall not be applicable in the case' of any monthly benefit

113
1 or lump-sum death payment if a larger such benefit or
2 payment, as the case may be, would be payable without
3 its application.
4
5

"Special Rules in Case of Federal Service
"(q)

(1) 'With respect to service included as employ

6 ment under section 210 which is performed in the employ
7 of the United States or in the employ of any instrumentality
8 which is wholly owned by the United States, the Admin
9 istrator shall not make determinations as to whether an
10

individual has performed such service, the periods of such

11

service, the amounts of remuneration for such service which

12

constitute wages under the provisions of section 209, or the

13

periods in which or for which such, wages were paid, but

14 shall accept the determinations with respect thereto of the
15 head of the appropriate Federal agency or instrumentality,
16 and of such agents as such head may designate, as evidenced
17 by returns filed in accordance with the provisions of section
18

1420 (e) of the Internal Revenue Code and certifications

19 made pursuant to this subsection. Such determinations shall
20 be final and conclusive.
21

"(2)

The head of any such agency or instrumentality is

22 authorized and directed, upon written request of the Admin
23 istrator, to make certification to him with respect to any
24 matter determinable for the Administrator by such head or
HI. RI. 6000-8
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1 his agents under this subsection, which the Administrator
2 finds necessary in administering this title.
3
4

" (3) The provisions of paragraphs

(1)

and

(2)

shall be applicable in the case of service performed by a

5 civilian employee, not compensated from funds appropriated
6 by the Congress, in the Army and Air Force Exchange
'7 Service, Ar-my and Air Force Motion Picture Service, Navy
8

Ship's Service Stores, Mlarine Corps Post Exchanges, or

9

other activities, conducted by an instrumentality of the

10

United States subject to the jurisdiction of the Secretary of

11

Defense, at installations of the National -Military Establish

12

inent for the comfort, pleasure, contentment, and mental

13

and physical improvement of personnel of such Establish

14 inent; and for purposes of paragraphs

(1)

and (2) the

15

Secretary of Defense shall be deemed to be the head of such

16

instrunmentality."

17
18

MISCELLJANEOUJS AMNENDMNENTS

SEC. 110. (a) The heading of title II of the Social

19 Security Act is amended to read as follows:
20 "TITLE IL-FEDERAL OLD)-AGE, SURVIVORS, AND
21
22

DISABILITY INSURANCE BENEFITS"1
(b)

(1) The first sentence of section 201 (a) of the

23 Social Security Act is amended by striking out "Federal
24 Old-Age and Survivors Insurance Trust Fund" and insert
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1 ing in lieu thereof "Federal. Old-Age, Survivors, and Disa
2 bility Insurance Trust Fund".
3

(2) The second sentence of section 201 (a) of the

4 Social Security Act is amended by striking out "such amounts
5 as may be appropriated to the Trust Fund" and inserting
6 in lieu thereof "such amounts as may be appropriated to,
7 or deposited in, the Trust Fund".
8

(3)

The third sentence of section 201 (a) of such Act

9 is amended by striking out the words "the Federal Insurance
10

Contributions Act" and inserting in lieu thereof the follow

11

ing: "subchapters A and F of chapter 9 of the Internal

12

Revenue Code".

13

(4) Section 201

(a) of the Social Security Act is

14 amendled by striking out the following: "There is also author
15

ized to be appropriated to the Trust Fund such additional

16

sums as may be required to finance the benefits and payments

17

provided under this title."

18

(5) Section 201 (b) of such Act is amended by striking

19

out "Chairman of the Social Security Board" and inserting

20

in lieu thereof "Federal Security Administrator".

21

(6) Section 201 (b) of such Act is amended by adding

22

after the second sentence thereof the following new sentence:

23

"The Commissioner for Social Security shall serve as Secre

24

tary of the Board of Trustees.".

25

(7) Paragraph (2) of section 201 (b) of such Act is

1 amended by striking out "on the first day of each regular
2

session of the Congress" and inserting in lieu thereof "not

3

later than the first day of March of each year".

4

(8) Section 201 (b) of such Act is amended by striking

5

out the period at the end of. paragraph (3) and inserting

6 in lieu thereof "; and", and by adding the following new
7 paragraph:
8

" (4) Recommend administrative procedures and

9

policies designed to effectuate the proper coordination

10

of the social insurances."

11

(9) Section 201 (b) of such Act is amended by adding

12

at the end thereof the' following: "Such report shall be

13

printed as a H1 ouse document of the session of the Congress

14 to which the report is made."
15

(10) Section 201 (f) of such Act is amended to read as

16 follows:
17

"(f)

(1) The Managing Trustee is directed to pay

18 from the Trust Fund into the Treasury the amount esti
19

mated by him and the Federal Security Administrator

20 which will be expended during a three-month period by
21

the Federal Security Agency and the Treasury Department

22

for the administration of titles II and VIII of this Act and

23

subehapters A and F of chapter 9 of the Internal Revenue

24

Code. Such payments shall be covered into the Treasury

25 as repayments to the account for reimbursement of expenses
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1 incurred in connection with tli'o administration of titles II
2

and VIII of this Act and subchapters A and F of chapter 9

3 of the Internal Revenue Code.
4

" (2) The Managing Trustee is directed to pay from

5 the Trust Fund into the Treasuiry the amount estimated by
6 hinm which will be expended during each three-month period

7 after 1949 by the Treasury Department for refunds of taxes
8

(incluiding interest, penalties, and additions to the taxes)

9 under title VIII of the Social Security Act and subehiapters
10

A and F of chapter 9 of the Internal Revenue Code and for

11

interest on such refunds as provided by law.

12

shall be covered into the Treasury as repayments to the

13

account for refunding internal-revenue collections.

14

"(3)

Suich payments

Repayments made under paragraph (1) or (2)

15

shall not he available for expenditures but shall be carried

16

to the surplus fund of the Treasury.

17

appear that the estimates uinder either such paragraph in

18

anv particular three-month period were too high or too low,

19

appropriate adjustments shall be made by the Managing

20

Trustee in future payments."

21j

(c)

If it subsequently

(1) Sections 204, 205 (other than subsections (c)

22

and (1) ), and 206 of such Act are amended by striking out

23

"Board" wherever appearing therein and inserting in lieu

24 thereof "Administrator"; by striking out "Board's" wherever
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1 appearing therein and Inserting in lieu thereof "Adininis
2

trator's"; and by striking out (where they refer to the Social

3

Security Board) "it" and "its" and inserting in lieu thereof

4

"he", "him"p, or "his", as the context may require.

5

(2) Section 205 (1) of such Act is amended to re~id as

6 follows:
7

" (1) The Administrator is autlhorized to delegate to any

8 member, officer, or employee of the Federal Security Agency
9

designlated by him any of the powers conferred upon hiM by

10

this section, and is authorized to be represented by Ifis own

11

attorneys in any court in any case or proceeding arising tunder

12

the provisions of subsection (e)

13

.

(d) Section 208 of such Act is amended by striking

14

out the words "the Federal Insurance Contributions 'Act"

15

and inserting in lieu thereof the following: "subchapter A

16

or F of chapter 9 of the Internal Revenue Code".

17

INCREASE

OF

EXISTING

BENEFITS;

COMPUTATIONS

18

CASE OF ENTITLEMENT OR DEATH PRIOR TO 1950

19

SEC. 111.

IN

(a) Notwithstanding subsect~ion (a) of see

20

tion 215 of the Social Security Act as a~mended by this

21

Act, the primary insurance amount (prior to any recompui

22

tation under subsection (g) of such section) of any indi

23

vidual who died prior to 1950 or who was entitled to a,

24 primaxy Insurance benefit for any month prior to 1950

119

1 shall, to the extent provided in the following subsections,
2 lie determined by use of the following table:
I

I

Primary insurance benefit before 1950

Primary insurance amount
after 1949

Assumed average
monthly wag(.
oformpurpose
ofacomutin
benefits

$10 ---------------------------------------$11 ----------------------------------------$12 ----------------------------------------$13 ----------------------------------------$14 -----------------------------------------

$25. 00
26. 30

$30. 00
52. 00

27. 50

54. 50
57. 00

$15--------------------------------------

30. 90

62. 00

$16 ----------------------------------------$17 ----------------------------------------$18 ----------------------------------------819 ----------------------------------------$20----------------------------------------$21 ----------------------------------------$22----------------------------------------$23----------------------------------------$24----------------------------------------$25----------------------------------------$26----------------------------------------$27----------------------------------------$28----------------------------------------$29----------------------------------------$30----------------------------------------$31 ----------------------------------------$32 ----------------------------------------$33 ----------------------------------------$34 ----------------------------------------$35 ----------------------------------------$36 ----------------------------------------$37 ----------------------------------------$38 ----------------------------------------$39 ----------------------------------------$40----------------------------------------$41----------------------------------------$42----------------------------------------$43----------------------------------------$44----------------------------------------$45----------------------------------------$46-----------------------------------------

32. 00
33. 10
34. 20
35. 20
36. 30
37. 40
38. 70
40. 30
42. 40
44. 50
46. 30
47.80
49. 00
50. 00
50. 90
51. 80
52. 70
53. 60
54. 50
55. 40
56. 30
57. 20
58. 10
59. 00
59. 90
60. 80
61. 70
62. 60
63. 50
64. 40
64. 40

64. 50
66. 50
68. 50
70. 50
72. 50
74. 50
77. 50
82. 50
88. 50
97. 00
106. 00
1.16. 00
125. 00
133. 00
141. 00
149. 00
157. 00
165. 00
173. 00
181. 00
189. 00
196. 00
203. 00
210. 00
217. 00
224. 00
231-00
238. 00
244. 00
250. 00
250. 00

8(b)
4

I

28. 70
29. 80

59. 50

(1) The primary insurance amount of an indi-vid

tial to whom a primary insurance benefit was paid for any

5 m-onth prior to 1950 shall (if he did niot die- prior to 1950)
6 be the amount in Column II of the table (in subsection (a))
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1 which is on the line on which in column I appears his primary
2
3
4

insurance benefit (as determined under subsection (c) ).
(2)

The primary Insurance amount of an individual

who was entitled to primary insurance benefits prior to

5 1950 but who was not paid a primary insurance benefit for
6 any month prior to 1950 shall (if he did not die prior- to
7l

1950) be determined uinder section 215 of the Social Security

8

Act as amended by this Act.

9
10
11
12
13

(3) In the case of an individual who died prior. to
1950 and
(A)

to whom a primary insurance benefit was

paid for any month prior to 1950, or
(B) on the basis of whose wages a monthly benefit

14

for any month prior to 1952 was paid or a lump-sum

15

death payment was made,

16

the primary insurance amount of such individual for January

17

1950 and for each month thereafter shall be the amount in

18 column II of the table which is on the line on which in
19

column I appears his primary insurance benefit.

Such pri

20

mary insurance benefit shall be determined under title II

21

of the Social Security Act as in effect prior to the enact

22

ment of this Act; except that in the ease of any World War

23

II veteran the provisions of section 217 (a) of the Social

24 Security Act as amended by this Act shall, if it results in
25

entitlement to a higher primary insurance benefit, be appli

121
1cablc in lieu of section 210 of such Act as in effect prior to
2

the enactment of this Act.

3

(4) In the case of an individual who died prior to

4

1950, to whorn a primary insurance benefit was not paid,

5 and on the basis of whose wages no monthly benefit for any
6 month prior to 1952 was paid and no lump-sum death pay
7 ment was made, the primary insurance amount of such
8

individual shall be determined uinder section 215 of the

9 Social Security Act as amended by this Act.
10

(c) The primary insurance benefit of any individual

11

to whom subsection (b)

12

poses of column I of the table) be whichever of the follow

13

ing is the larger: (A) the primary insurance benefit paid

14

to such individual for the last month prior to 1950 for which

15

he was paid such benefit, or (B) if the primary insurance

16

benefit is recomputed by the Administrator pursuant to the

17

following provisions of this subsection, the primary insurance

18

benefit as so recomputed.

19

sentence the Administrator shiall recompute, without appli

20

cation therefor, the primary insurance benefit for December

21

1949 of any individual to whom subsection

22

applicable if such individual in such month rendered serv

23

ices for wages of $155 or more, or if such individual is a

24

World War II veteran; such recompuitation to be made in

25

the same manner as if such individual had filed application

(1) is applicable shall (for pur

IFor the purposes of the preceding

(b)

(1) is
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1

for, and was entitled to, a recomputation for December

2

1949 under section 209 (q) of the Social Security Act

3

prior to its amendment by this Act, except that in making

4

such recomputation section 217 (a) of the Social Security

5

Act as amended by this Act shall be applicable if such

6

individual is a World War II veteran.

7

(d) If the primary 'insurance amount of an individual

8 is determined from the table, the average monthly wage of
9 such individual shall, for the purposes of section 203 (a)
10

of the Social Security Act as amended by this Act, be the

11

amount which appears in column III of the table on the line

12

on which appears in column II the amount of his primary

13

insurance amount.

Such average monthly wage shall not,

14 for the purposes of such section 203 (a) , be reduced as the
15

result of any recomputation

of the primary insurance

16

amount under section 215 (g) of the Social Security Act

17

as amended by this Act.

18

(e) In the case of any individual to whom paragraph

19

(1) or (3) of subsection (b) is applicable and the amount

20

of whose primary insurance benefit falls between the

21

amounts on any two consecutive lines in column I of the

22

table, his primary insurance amount, and his average

23 monthly wage for the purposes of section 203 (a) of the
24 Social Security Act as amended by this Act, shall be deter
25 mined in accordance with regulations of the Administrator
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1. designed to obtain results consistent with those obtained
2 pursuant to subsections (b) and (d) .
3

TITLE II-AMENDMENTS TO INTERNAL

4

REVENUE CODE

5

RATE OF TAX ON WAGES

6

SEC. 201. (a) Clauses (2) and (3) of section 1400 of

7

the Internal Revenue Code are amended to read as follows:

8

" (2) With respect. to wages received during the
9

10

~calendar year 1950, the rate shall be 1-i- per centum.

"(3)

With respect to wages received during the

11

calendar years 1951 to 1959, both inclusive, the rate

12

shall be 2 per centum.

13

" (4) With respect to wages received during the

14

calendar years 1960 to 1964, -both inclusive, the rate

15

shall be 21- per centum.

16

"(5) With respect to wages received during the

17

calendar years 1965 to 1969, both inclusive, the rate

18

shall be 3 per centum.

19

" (6) With respect to wages received after Decem

20

ber 31, 1969, the rate shall be 3~- per centum."'

21

(b) Clauses (2) and (3) of section 1410 of the In

22
23
24

ternal Revenue Code a-re amended to read as follows:
" (2) With respect to wages paid during the calen
dar year 1950. the rate shall be 1- per centum.
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1

"(3)

With respect to wages paid during the calen

2

dar years 1951 to 1959, both 'inclusive, the rate shall

3

be 2 per centum.

4

"(4)

5

With respect to wages paid during the calen

dar years 1960 to 1964, both inclusive, the rate shall.
6

be 2+ per centum.

7

"(5) With respect to wages paid during the cal

8

endar years 1965 to 1969,1 both inclusive, the rate shall

9

be 3 per centum.

10
11

12
13

"(6) With respect to wages paid after December
31, 1969, the rate shall be 3+ per centum."
EXEMPTION OF NONPROFIT ORGANIZATIONS

SEm.

202. (a) Section 1410 of the Internal Revenue

14 Code is amended by striking out "SEC. 1410. RATE OF TAX.'5
15

and inserting in lieu thereof:

16

"SEC. -1410. IMPOSITION OF TAX.

17

" (a) RATE OF TAX.-"2

18

and by adding at the end of such section the following:

19

" (b) EXEMPTION.-IFor exemption of certain nonprofit

20

organizations from the tax imposed by this section, see

21

section 1412."

22

(li) Part 1I of subchapter A of chapter 9 of the

23 Internal Revenue Code is amended by adding at the end
24 thereof the following new section:
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1

"SEC. 1412. EXEMPTION

2

3

OF

CERTAIN

NONPROFIT

OR

GANIZATIONS.

"(a)

EXEMPTION.-AIny

employer which is a, cor

4

poration, community chest, fund, or foundation, organized

5

and operated exclusively for religious, charitable, scientific,

6 literary, or educational purposes, or for the prevention of
7 cruelty to children or animals, no part of the net earnings
S of which inures to the benefit of any private shareholder
9 or individual, and no substantial part of the activities of
10

which is carrying on propaganda, or otherwise attempting,

11

to influence legislation, shall be exempt from the tax imposed

12

by section 1410; but such exemption shall not be applicable

13

with respect to wages paid by such employer during the

14

period for which a waiver, filed by such employer pursuant

15

to subsection (b) of this section, is in effect.

16

" (b)

WAIVER OF EXE-MPTION.-An

employer de

17

scribed in subsection (a) may waive its exemption from

18

the tax imposed by section 1410 by filing a waiver thereof

19

in such form and manner, and with such official, as may be

20

prescribed by regulations made under this subchapter.

21

Such waiver shall be effective

22

ning with the first day following the close of the cal

23

endar quarter in which such waiver is filed, but in no case

24

shall such period begin prior to January 1, 1950.

for the period begin

The

25 period covered by such waiver may be terminated by the
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1 employer, effective at the end of a calendar quarter, upon
2 giving two years' advance notice in writing, but only if
3

the waiver has been in effect for not less than five years

4

prior to the receipt of such notice.

5

tion may be revokted by the employer by giving, prior to

6

the close of the calendar quarter specified in the notice of

7

termination, a. written notice of such revocation.

8

termination or of revocation thereof shall be filed in such

9

form and manner, and with such official, as may be pre

Such notice of termina

Notice of

10

scribed by regulations niade under this subchapter.

11

"(c) TERININATION OF WAIVER PERIOD

'BY COris--N'\IS

12 SIONER?.-If the Commissioner finds that any employer
13

which filed a waiver pursuant to this section has failed to

14

comply substantially with the requirements of this sub

15

chapter or is no longer able to comply therewith, the Coin-

16 missioner shall give such employer not less than sixty days'
17 advance notice in writing that the period covered by such
18

waiver will terminate at the end of the calendar quarter

19

specified in such notice.

Such notice of termination may

20 be revoked by the Commissioner by giving, prior to the
21

close of the calendar quarter specified in the notice of ter

22 mination, written notice of such revocation to the employer.
23 No notice of termination or of revocation thereof shall be
24 given under this subsection to an employer without the prior
25

conlurrence of the Federal Security, Administrator.
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1

"(d) No RENEWAL OF WIVEIR.-Inl the event the

2 period covered by a waiver filed pursuant to this section is
3 terminated by the emplover, no 'waiver may again be made
4
5

by such employer pursuant to this section."
(c) The amendments made by this section shall be

6 applicable only with respect to remuneration paid after 1949.
7
8

FEDERAL SERVICE

SEC. 203.

(a) Part II of subchapter A of chapter 9

9 of the Internal Revenue Code is amended by adding after
10

section 1412 (added by section 202 of this Act) the follow

11

ing new section:

12

"SEC. 1413. INSTRUMENTALITIES OF THE UNITED STATES.

13

"Notwithstanding any other provision of law (whether

14

enacted before or after, the enactment of this section) which

15

grants to any instrumentality of the United States an exemp

16

tion from taxation, such instrumentality shall not be exempt

17

from the tax imposed by section 1410 unless such other pro

18

vision of law grants a specific exemption, by reference to

19

section 1410, from the tax imposed by such section."

20

(b) Section 1420 of the Internal Revenue Code is

21

amended by adding at the end thereof the following new

22

subsection:

23

" (e) FEDERAL

SERVICE.-In

the case of the taxes im

24 posed by this subchapter with respect to service performed
25

in the employ of the United States or in the employ of
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1 any instrumentality which is wholly owned by the United
2 States, the determination whether an individual has per
3 formed service whicli constitutes employment as defined
4

in section 1426, the determination of the amount of remu

5 neration for such service which constitutes wages as defined
6 in such section, and the return and payment of the taxes im
7 posed by this subchapter, shall be made by the head of the
8

Federal agency or instrumentality having the control of such

9

service, or by such agents as such head may designate.

The

10

person making such return may, for convenience of adminis

11

tration, make payments of the tax imposed under section

12

1410 with respect to such service without regard to the

13 $3,600 limitation in section 1426 (a)

(1) , and he shall not

14

be required to obtain a refund of the tax paid uinder section

15

1410 on that part of the remuneration not included in wages

16

by reason of section 1426 (a)

17

subsection shall be applicable in the case of service per

18

formed by a civilian employee, not compensated from funds

(1) . The provisions of this

19 appropriated by the Congress, in the Army and Air Force
20

Exchange Service, Army and Air Force Motion Picture

21

Service, Navy Ship's Service Stores, Marine Corps Post Ex

22

changes, or other activities, conducted by an instrumentality

23

of the United States subject to the jurisdiction of the Secre

24 tary of Defense, -at installations of the National Military
25

Establishment for the comfort, pleasure, contentment, and
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1 mental and physical improvement of personnel of such
2 Establishment; and for purposes of this subsection the
3

Secretary of Defense shall be deemed to be the head of

4 such instrumentality."
5

(c) Section 1411 of the Internal Revenue Code is

6 amended by adding at the end thereof the following new
7 sentence: "For the purposes of this section, in the case of
8 remuneration received from the United States or a, wholly
9 owned instrumentality thereof during any calendar year
10 after the calendar year 1949, each head of a Federal agency
11

or instrumentality who makes a return pursuant to section

12

1420 (e) and each agent, designated by the head of a

13 Federal agency or instrumentality, who makes a return
14 pursuant to such section shall be deemed a separate
15
16

employer.".
(d) The amendments made by this section shall be

17 applicable only with respect to remuneration paid after
18

1949.

19

20
21
22
23

DEFINITION OF WAGES

SEC. 204. (a)

Section

1426

(a)

of the Internal

Revenue Code is amended to read as follows:
" (a) WAGES.-The term 'wages' means all remunera
tion for employment, including the cash value of all remuH. R. 6000-9
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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 (other than remuneration referred to in

5

the succeeding paragraphs of this subsection) equal to

6

$3,600 with respect to employment has been paid to

7

a~n individual by an employer during any calendar year,

8

is paid to such individual by such employer during suclh

9

calendar year.

If an employer during any calendar

10

year acquires substantially all the property used in a.

ll

trade or business of another p~erson (hereinafter referred

12

to as a predecessor) , or used in a separate unit of a trade

13

or business of a, predecessor, and. immediately after the

14

acquisition employs in his trade or business an individual

:15

who immediately prior to the acquisition was employed

16

in the trade or business of such predecessor, then, for

17

the purpose of determining whether such employer has

18

paid remuneration

19

to in the succeeding paragraphs of this subsection) with

20

respect to employment equal to $3,600 to such indi

21

vidual during such calendar year, any remuneration

22

with respect to employment paid (or considered under

23

this paragraph as having been paid) to such individual

(other than remuneration referred

24 by such predecessor during such calendar year and prior
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1

to such acquisition shall be considered as having been

2

paid by such employer;

3

" (2) The amount of any payment made to, or on

4

behalf of, an employee under a plan or system estab

5

lished by an employer which makes provision for his

6

employees generally or for a class or classes of his em

7

ployees (including any amount paid by an employer

8

for insurance or annuities, or into a fund, to provide for

9

any such payment) , on account of (A) retirement, or

10

(B) sickness or accident disability, or (C) medical or

11

hospitalization expenses in connection with sickness or

12

accident disability, or (D) death;

13

" (3) Any payment made to an employee (includ

14

ing any amount paid by an employer for insurance or

15

annuities, or into a fund, to provide for any such pay

16

ment) on account of retirement;

17

" (4) Any payment on account of sickness or acci

18

dent disability, or medical or hospitalization expenses

19

in connection with sickness or accident disability, made

20

by an employer to, or on behalf of, an employee after

21

the expiration of six calendar months following the last

22

calendar month in which the employee worked for such

23

employer;

24

" (5) Any payment made to, or on behalf of, an
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1

employee (A) from or to a trust exempt from tax

2

under section 165 (a) at the time of such payment

3

unless such payment is made to an employee of the

4

trust as remuneration for services rendered as such

5

eniployee and not as a beneficiary of the trust, or (B)

6

uinder or to an annuity plan which, at the- time of such

7

payment, meets the requirements of section 165 (a)

8

(3), (4), (5),and (6);

9

"(6) The payTmerlt by an ernfloyer (without de

10

duction from the remuneration of tlie employee) (A)

11

of the tax imposed upon an employee under section

12

1400, or (B) of any payment required from an employee

13

under a State unemployment compensation law;

14

" (7) Remuneration paid in any mediuim other than

15

cash to an employee for service not in the course of the

16

employer's trade or business (including domestic service

17

in a private home of the employer) ; or

18

" (8) Any payment (other than vacation or sick

19

pay) made to an employee after the month in which he

20

attains the age of sixty-five, if he did not work for the

21

employer in the period for which such payment is made.

22

Tips and other cash remuneration customarily received by

23

an employee in the course of his employment from persons

24

other than the person employing him shall, for the purposes

25

of this subchapter, be considered as remuneration paid to
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1 him by his employer; except that, in the case of tips, only
2 so much of the amount thereof received during any calendar
3

quarter as the employee, before the expiration of ten days

4

after the close of such qurereports inwriting' to his

5 employer as having been received by him in such quarter
6 shall be considered as remuneration paid by his employer,
7 and the amount so reported shall be considered as having
8 been paid to him by his employer on the date on which
9. such report is made to the employer."
10

(b) So much of section 1401 (d)

(2) of the Internal

11

Revenue Code as precedes the second sentence thereof is

12

amended to read as follows:

13

" (2)

WAGES RECEIVED D-URING 1947, 1948, AND

14

1949.-If by reason of an employee receiving wages

15

from more than one empliover during the calendar year

16

1947, 1948, or 1949, the wages received by him dur

17

ing such year exceed $3,000, the employee shall be

18

entitled to a refund of any amount of tax, with respect

19

to such wages, imposed by section 1400 and deducted

20

from the employee 's wages (whether or not paid to the

21

collector) , which exceeds the tax with respect to the

22

first $3,000 of such wages received."

23

(c) Section 1401 (d) of the Internal Revenue Code

24 is amended by adding at the end thereof the following new
25 paragraphs:
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1

"()WAGES RECEIVED AFTER 1 949.-If by rea

2

son of an employee receiving wages from more than

3

one employer during any calendar year after the calendar

4

year 1949, the wages received by him during such year

5

exceed $3,600, the employee shall be entitled to a refund

6

of any amount of tax, with respect to such wages, im

7

posed by section 1400 and deducted from the employee's

8

wages (whether or not paid to the collector), which

9

exceeds the tax with respect to the first $3,600 of such

10

wages received.

11

made in accordance with the provisions of law applicable

12

in the case of erroneous or illegal collection of the tax;

13

except that no such refund shall be made unless (A) the

14

employee makes a claim, establishing his right thereto,

15

after the calendar year in which the wages were re

16

ceived with respect to which refund of tax is claimed,

17

and (B) such claim is made within two years after

18

the calendar year in which such wages were received.

19

No interest shall be allowed or paid with respect to

20

any such refund.

21

Refund under this section may be

" (4) SPECIAL RULES IN THE CASE OF f EDERAL

22

AND STATE EMPLOYEES.

23

"(A) Federal Employees.-In the case of re

24

muneration received from the United States or a
25

wholly owned instrumrentaflty thereof during any
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1

calendar year after the calendar year 1949, each

2

head of a Federal agency or instrumentality who

3

makes a return pursuant to section 1420 (e) and

4

each agent, designated by the head of a Federal

5

agency or instrumentality, -who makes a return pur

6

suant to such section shall, for the purposes of

7

subsection (c) and paragraph (3) of this subsec

8

tion, be deemed a separafe employer; and the term

9

'wages' includes, for the purposes of paragraph (3)

10

of this subsection, the amount, not to exceed $3,600,

11

determined by each such head or agent as consti

12

tutiing wages paid to an employee.

13

"(B)

State Eniployees.-For the purposes of

14

paragraph

15

remuneration received during any calendar year

16

after the calendar year 1949, the term 'wages'

17

includes remuneration for services covered by an

18

agreement made pursuant to section 218 of the

19

Social Security Act; the term 'employer' includes

20

a State or any political subdivision thereof, or any

21

instrumentality of any one or more of the foregoing;

22

the term 'tax' or 'tax imposed by section 1400'

23

includes, in the case of services covered by an

24

agreement made pursuant to section 218 of the

25

Social Security Act, an amount equivalent to the

(3)

of this subsection, in the case of
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1

tax which would be imposed by section 1400, if

2

such services constituted employment as defined in
3

section 1426; and the provisions of paragraph (3)

4

of this subsection shall apply whether or not any

5

amount deducted from the employee's remuneration

6

as a result of an agreement made pursuant to sec

7

tion 218 of the Social Securitv Act has been paid

8

to the Secretary of the Treasury."

9

(d) The amendment made by subsection (a.) of this

10

section shall be applicable, only with respect to remuneration

11

paid after 1949. In the case of remuneration paid prior to

12

1950, the determination under section 1426 (a) (1) of the

13

Internal Revenue Code (prior to its amendment by this

14 Act) of whether or not such remuneration constituted wages
15 shall be made as if subsection (a) of this section had not
16

been enacted and without inferences drawn from the fact

17

that the amendment made by subsection (a.)

18

applicable to periods prior to 1950.

19

is not made

DEFINITION OF, EMPLOYMENT

20

SEC. 205. (a) Effective January 1, 1950, section 1426

21

(b) of the Internal Revenue Code is amended to read as

22

follows:

23

"(b) EMPLJOYMENT.-Tbie term 'employment' means

24 any service performed after 1936 and prior to 1950
25 which was employment for the purposes of this sub
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1chapter under the law applicable to the period In which
2 such service was -perfonned, and any service, of whatever
3 nature, performed after 1949 either (A) by an employee
4

for the person employing him, irrespective of the citizen

5 ship or residence of either, (i) within the United States, or
6

(ii) on or in connection with an American vessel or Amer

7 ican aircraft under a contract of service which is entered into
8 within the United States or during the performance of
9 which the vessel or aircraft touches at a port in the United
10

States, if the employee is employed on and in connection

11

with such vessel or aircraft when outside the United States,

12

or (B) outside the United States by a citizen of the United

13

States as an employee for an American employer (as defined

14

in subsection (i) of this section) ; except that, in the case of

15

service performed after 1949, such term shall not include

16
17
18

"(1) Agricultural labor (as defined in subsection
(h) of this section)
" (2)

(A) Service not in the course of the em

19

ployer's trade or business (including domestic service

20

in a private home of the employer) performed on a farm

21

operated for profit;

22

" (B) Domestic service performed 'in a local college

23

club, or local chapter of a college fraternity or sorority,

24

by a student who is enrolled and is regularly attending

25

classes at a school, college, or university;
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1

"(3) Service not in the course of the employer's

2

trade or business performed in, any calendar quarter by

3

an employee, unless the cash remuneration paid for such

4

service is $25 or 'more and such service is performed

5

by an individual who is regularly employed by such

6

employer to perform such service. For the purposes of

7

this paragraph, art individual shall be deemed to be

8

regularly employed by an employer during a calendar

9

quarter only if (A) such individual performs for such

10

employer service not in the course of the employer's

11

trade or business during some portion of at least twenty

12

six days during such quarter, or (B) if such individual

13

was regularly employed (as determined under clause

14

(A) ) by such employer in the performance of such

15

service during the preceding calendar quarter. As used

16

in this paragraph, the -term "service not in the course

17

of the employer's trade or business" includes domestic

18

service in a private home of the employer;

19

" (4) Service performed by an individual in the

20

employ of his son, daughter, or spouse, and service

21

performed by a child under- the age of twenty-one in

22

the employ of -his father or mother;

231

"(~5)

Service performed by- an individual on or in

24

connection -with a vessel not an American vessel, or

25

on or in connection. with an aircraft- not an American
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1

aircraft, if the individual is employed on and in connec

2

tion with such vessel or aircraft when outside the United

3

States;

4

" (6) Service performed in the employ of any 'in

5

strumentality of the United States, if such instrurnen

6

tality is exempt from the tax imposed by section 1410

7

by virtue of any provision of law which specifically

8

refers to such section in granting such exemption;

9

" (7) Service performed in the employ of the

10

United States, or in the employ of any instrumentality

11

of the United States which is partly or wholly owned by

12

the United States, but only if (i) such service is covered

13

by a retirement system, established by a law of the

14

United States, for employees of the United States or of

15

such instrumentality, or (ii) such service is performed

16

"(A)

by the President or Vice President of

17

the United States or by a Member, Delegate, or

18

Resident Commissioner, of or to the Congress;

19

" (B) in the legislative branch;

20

" (C) in the field service of the Post Office

21
22

Department;
" (D) in or under the Bureau of the Census of

23

the Department. of Commerce by temporary em

24

ployees employed for the taking of any census;

25

"(E) by any employee who is excluded by
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Executive order from the operation of the Civil

2

Service Retirement Act of 1930 because he is paid

3

on a contract or fee basis;

4
5

" (F) by any employee receiving nominal corn
peinsation of $12 or less per annum;

6

" (G) in a hospital, home, or other institution

7

of the United States by a patient or inmate thereof;

8

" (H) by any employee who is excluded by

9

Executive order from the operation of the Civil

10

Service retirement Act of 1930 because he is

11

serving under a temporary appointment pending

12

final determination of eligibility for permanent or

13

indefinite appointment;

14

"(I) by any consular agent appointed under

15

authority of section 551 of the Foreign Service Act

16

of 1946 (22 U. S. C., sec. 951)

17

" (J)

by any employee included under section

IS

2 of the Act of August 4, 1947 (relating to certain

19

interns, student nurses, and other student employees

20

of hospitals of the Federal Government; 5 U. S. C.,

21

sec. 1052)

22

" (K) in the employ of the Tennessee Valley

23

Authority in a position which is covered by a retire

24

nient system established by such Authority;

25

"(L) by any employee serving on a temporary
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1

basis in case of fire, storm, earthquake, flood, or

2

other emergency; or
" (M) by any employee who Is employed1

3
4

under a Federal relief program to relieve him from

5

unemployment;

6

" (8)

7

subparagraph

8

performed in the employ of a State, or any political

9

subdivision thereof, or any instrumentality of any one

10

or more of the foregoing which is wholly owned by one

11

or more States or political subdivisions;

(A) Service (other than service to which
(B)

of this paragraph is applicable)

12

"(B) Service performed in the employ of anty

13

political subdivision of a State in connection with the

14

operation of any public transportation system unless such

15

service is performed by an employee whose service is

16

not included under an agreement entered into pursuant

17

to the provisions,-of section 218 of the Social Security

18

Act and who

19

" (i) became an employee of such political sub

20

division in connection with and at the tim-e of its

21

acquisition after 1936 of such transportation system

22

or any part thereof; and

23

" (ii) prior to such acquisition rendered serv

24

ices which constituted employment in connection
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with the operation of such transportation system or

2

part thereof.

3

In the case of an employee described in clauses (i) and

4

(ii) who became such an employee in connection with

5

an acquisition made prior to 1950, this subparagraph

6

shall not be applicable with respect to such employee

7

if the political subdivision employing him files with Sie

8

Commissioner prior to January 1, 1950, a statement

9

that it does not favor the inclusion under this subpara

10

graph of any individual who became an employee in

1i

connection with such acquisitions made prior to 1950.

12

For the purposes of this subparagraph the term 'political

13

subdivision' includes an instrumentality of one or more

14

political subdivisions of a State;

15

" (9) Service performed by a duly ordained, com

16

missioned, or licensed* minister of a church in the

17

exercise of his ministry or by a member of a religious

18

order in the exercise of duties required by such order;

19

"(10) Service performed by an individual as an

20

employee or employee representative as defined in

21

section 1532;

22

" (11)

(A) Service performed in any calendar

23

quarter in the employ of any organization exempt from

24

income tax under section 101, if the remuneration for

25

such service is less than $100;
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"(B) Service performed in the employ of a school,

2

college, or university if such service is performed by

3

a student who is enrolled and is regularly attending

4

classes at such school, college, or university;

5

"(12) Service performed in the employ of a foreign

6

goviernment

7

offider or employee or a nondiplomatic representative)

8

"(13)

9

(including service as a consular or other

Service performed in the employ of an in

strumentality wholly owned by a foreign government

10

"(A) If the service is of a character similar

11

to that performed in foreign countries by employees

12

of the United States Government or of an instru

13

mentality thereof; and

14

" (B) If the Secretary of State shall certify to

15

the Secretary of the Treasury that the foreign gov

16

ermient, with respect to whose instrumentality and

17

employees thereof exemption is claimed, grants an
18

equivalent exemption with respect to similar service

19

performed in the foreign country by employees of

20

the United States Government and of instrumen

21

talities thereof;

22

" (14) Service performed as a student nurse in the

23

employ of a hospital or a nurses' training school by an

24

individual who is enrolled and 'is regularly attending

25

classes in a nurses' training school chartered or approved
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pursuant to State law; and service performed as an

2

interne in the employ of a hospital -by an individual who

3

has completed a four years' course in a medical school

4

chartered or approved pursuant to State law;

5

"(15) Service -performed by an individual in (or

6

as an officer or member of the crew of a vessel while

'7

it is engaged in) the catching, taking, harvesting, cul

8

tivating, or farming of any kind of fish, shellfish, crus

9

tacea, sponges, seaweeds, or other aquatic forms of

10

animal and vegetable life (including service performed

11

by any such individual as an ordinary incident to any

12

such activity) , except (A) service performed in con

13

nection with the catching or taking of salmon or halibut,

14

for commercial purposes,. and (B) service performed

15

on or in connection with a vessel of more than ten net

16

tons (determined in the manner provided for deter

17

mining the register tonnage of merchant vessels under

18

the laws of the United States)

19

" (16)

(A)

Service performed by an individual

20

under the age of eighteen in the delivexy or distribution

21

of newspapers or shopping news, not including delivery

22

or distribution to any point for subsequent delivery or

23

distribution;

24

"6(B) Service performed by an individual in, and

25

at the time. of, the sale of newspapers or magazines to
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ultimate consumers, under an arrangemen'tunder which

2

the newspapers or magazines are to be sold by him
3at

a fixed price, his compensation being- based on the

4

retention of the excess of such price over the amount

5

at which the newspapers or magazines 'are charged to

6

him, whether or not be is guaranteed a minimum

7

amount of compensation for such service, or is entitled

8

to be credited with the unsold newspapers or magazines

9

turned back;

10
11
12

" (17)

Service performed in the employ of an

international organization; or
"(18)

Service performed by an individual in the,

13

sale or distribution of goods or commodities for another

14

person, off the premises of such person, under an arrange

15

ment whereby such individual receives his entire re

16

muneration (other than prizes) for such service directly

17

from the purchasers of such goods or commodities, if such

18

person makes no provisi on (other than by correspond

19

ence) with respect to the training of such individual for

20

the performance of such service and, imposes no require

21

ment upon such individual with respect to (A) the fit

22

ness of such individual to perform such service, (B) the

23

geographical area in which such service is to be per

24

formed, (C) the volume -of goods or commodities to be
H. R. 6000-10
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1

sold or distributed, or (D) the selection or solicitation of

2

customers."

B

(b) Effective January 1, 1950, section 1426 (e) of the

4' Internal Revenue Code is amended to read as follows:

5

"(e)

STATE, ETC.

6

" (1) The term 'State' includes Alaska, Hawaii,

71

the District of Columbia, and the Virgin Islands; and on

8

and after the effective date specified in section 1633 such

9

term includes Puerto Rico.

10

" (2)

UNITED STATES.-The

term 'United States'

11

when used in a geographical sense includes the Virgin

12

Islands; and on and after the effective date specified in

13

section 1633 such termn includes Puerto Rico.

14

" (3) CITIZEN.-AnI individual who is a citizen of

is

Puerto Rico (but not otherwise a. citizen of the United

16

States)

and who is not a resident of the United

17 States shall not be considered, for the purposes of this

is

section, as a citizen of the United States prior to the

19

effective date specified in section 1633."

20

(c) Section 1426 (g) of the Internal Revenue Code

21 is amended by striking out "(g) American Vessel.-" and
22 inserting in lieu thereof " (g) American Vessel and Air
23

craft.-", and by striking out the period at the end of such

24 subsection and inserting in lieu thereof the following: "; and
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1 the term 'American aircraft' means an aircraft registered
2

under the laws of the United States."
(d) Section 1426 (h) of the Internal Revenue Code

3

4 is amended to read as follows:
"(li)

5

AGRICULTURAL LABOR.-The term 'agricultural

6 labor' includes all services performed
" (1)

7

On a farm, in the employ of any person, in

8

connection with cultivating the soil, or in connection

9

with raising or harvesting any agricultural or horticul

10

tural commodity, including the raising, shearing, feeding,
11

12

caring for, training, and management of livestock, bees,
poultry, and fur-bearing animals and wildlife.

13

"(2) In the employ of the owner' or tenant or other

14

operator of a farm, in connection with the operation,

15

management, conservation, improvement, or mainte

16

nance of such farm and its tools and equipment, or in

17

salvaging timber or clearing land of brush and other

18

debris left by a hurricane, if the major part of such

19

service is performed on a farm.

20

" (3) In connection with the production or har

21

vesting of any commodity defined as an agricultural

22

commodity in section 15 (g) of the Agricultural Mar

23

keting Act, as amended, or in connection with the

24

ginning of cotton.
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"(4)

(A) In the employ of the operator of a farm

2

in handling, planting, drying,

packing,

packaging,

3

processing, freezing, grading, storing, or delivering to

4

storage or to market or to a carrier for transportation to

5

market, in its unmanufactured state, any agricultural or

6

horticultural commodity; but only if such operator pro

7

duced more than one-half of the commodity with respect

8

to which such service is performed.

9

" (B) In the employ of a group of operators of

10

farms (other than a cooperative organization) in the

11

performance of services described in subparagraph (A),

12

but only if such operators produced all of the com

13

modity with respect to which such service is performed.

14

For the purposes of this subparagraph, any unincor

15

porated group of operators shall be deemed a coopera

16

tive organization if the number of operators comprising

17

such group is more than twenty at any time during

18

the calendar quarter in which such service is performed.

19

" (C) The provisions of subparagraphs (A) and

20

(B) shall not be deemed to be applicable with respect

21

to service performed in connection with commercial

22

canning or commercial freezing or in connection with

23

any agricultural or horticultural commodity after its
24 delivery to a terminal market for distribution for
25 consumption.
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1 As used in this section, the term 'farm' includes stock,
2 dairy, poultry, fruit, fur-bearing animal, and truck farms,
3 plantations, ranches, nurseries, ranges , greenhouses or other
4

similar structures used primarily for the r~aising of agricul

5 tural or horticultural commodities, and orchards."
6

(e) Section 1426 of the Internal Revenue Code is
7amended by striking out subsections (i) and

(j) and insert

8ing in lieu thereof the following:

9

"(i)

AMERICAN

term 'American

EMNPLOYER.-The

10

employer' means an employer which is (1)

11

States or any instrumentality thereof,

(2)

the United
an individual

12 who is a resident of the United States, (3) a partnership,
13 if two-thirds or more of the partners are residents of the
14 United States, (4) a trust, if all of the trustees are residents
15

of the United States, or (5) a corporation organized under

16 the laws of the United. States or of any State."
17

(f) Section 1426 (c) of the Internal Revenue Code is

18 amended by striking out "paragraph (9) " and inserting in
19 lieu thereof "paragraph (10)

".

20

(g) The amiendments made by subsections (c) , (d),

21

(e) , and (f) of this section shall be applicable only with

22

respect to services performed after 1949.

23
24

DEFINITION OF EMPLOYEE
SEC.

206. (a) Section 1426 (d) of the Internal IReve

25 nue Code is hereby amended to read as follows:
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1

"(d)

EmnIovImE.-The term 'employee' means

2

" (1) any officer of a corporation; or

8

" (2) any individual who, under the usual corn

4

mon law -rules applicable in determining the employer

5

employee relationship, has the status of an employee.

6

For purposes of this paragraph, if an individual (either

7

alone or as a member of a group) performs service for

8

any other person under a written contract expressly

9

reciting that such person shall have complete control

10

over the performance of such service and that such in

11

dividual is an employee, such individual with respect

12

to such service shall, regardless of any modification

13

not in writing, be deemed an employee of such person

14

(or, if such person is an agent or employee with re

15

spect to the execution of such contract, the employee

16

of the principal or employer of such person) ; or

17

"(3) any individual

(other than an individual

18

who is an employee under paragraph (1) or (2) of this

19

subsection)

20

for any person

21
22

who performs services for remuneration

" (A) as an outside salesman in the mianufac
turing or wholesale trade;

23

" (B) as a full-time life insurance salesman;

24

" (0) as a driver-lessee of a taxicab;

25

" (D) as a home worker on materials or goods
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2

services arc performed and which are required to be
3

4

which are furnished by the person for whom the

returned to such person or to a person designated
by him;

5

" (E) as a contract-logger;

6

" (F) as a lessee or licensee of space within

7

a,mine when substantially all of the product of such

8

services is required to be sold or -turned over to the

9

lessor or licensor; or

10

" (G) as a house-to-house salesman if under

11

the contract of service or in fact such individual (i)

12

is required to mecet a minimum sales quota, or (ii)

13

is expressly or impliedtly required to furnish the

14

services with respect to designated or regular cus

15

tomers or customers along a prescribed route, or

16

(iii)

17

similar services for any other person

is prohibited from furnishing the same or

18

if the contract of service contemplates that substantially

19

all of such services (other than the services described

20

in subparagraph (F)

2-1

by such individual; except that an individual shall not

22

be included in the term 'employec' under the provi

23

sions of this paragraph if such individual has a substan

24

tial investment (other than the investment by a sales

25

man in facilities for transportation) in the facilities of

) are to be performed personally
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or profession with

1

the trade, occupation, business,

2

respect to which the services are performed, or if the

8

services are in the nature of a single transaction not.

4

part of a continuing relationship with the person for

5

whom the services are performed; or

6

"(4)

any individual who is not an employee

7

under paragraph (1) , (2), or (3) of this subsection

8

but who, in the performance of service for any person

9

for remuneration, has, with respect to such service,

10

the status of an employee, as determined by the

11

combined effect of (A)

12

(B) permanency of the relationship,

13

and frequency of performance of the service, (D) inte

14

gration of the individual's work in the business to which

15

he renders service, (E) lack of skill required of the

16

individual, (F) lack of investment by the individual in

17

facilities for work, and (G) lack of opportunities of the

18

individual for profit or loss."

control over the individual,
(C)

regularity

19

(b) The amendment made by this section shall be ap

20

plicable only with respect to services performed after 1949.

21

SELF-EMPLOYMENT INCOME

22

SEC. 207. (a) Chapter 9 of the Internal Revenue Code

23

is amended by adding at the end thereof the following new

24 subchapter:z
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1 "SUBCHAPTER
2
3

F-TAX

ON

SELF-EMPLOYMENT

INCOME
"SEC. 1640. RATE OF TAX.

4

"Ini addition to other taxes, there shall be levied, col

5 lected, and paid for each taxable year beginning after Dc
6 cember 31, 1949, upon the self-employment income of every
7 individual, a tax as follows:
8

"(1)
9

In the case of any taxable year beginning

in 1950, the tax shall be equal to 2-+ per centum of

10

the amount of the self-employment income for

11

taxable year.

12

"(2)

such

In the case of any taxable year beginning

13

after December 31, 1950, and before January 1, 1960,

14

the tax shall be equal to 3 per centum of the amount

15

of the self-employment income for such taxable year.

16

" (3) In the case of any taxable year beginning

17

after December 31, 1959, and before January 1, 1965,

18

the tax shall be equal to 3 3 per centum of the amount

19

of the self-employment income for such taxable year.

20

" (4) In the ease of any taxable year beginning

21

after December 31, 1964, and before January 1, 1970,

22

the tax shall be equal to 41 per centum. of the amount

23

of the self-employment income for such taxable year.

24

"(5) In the case of any taxable year beginning
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after December 31, 1969, the tax shall be equal to 487

2

per centum of the amount of the self-employment income

3

for such taxable year.

4

"SEC. 1641. DEFINITIONS.

5

"For the purposes of this subchapter

6

"(a) NET EARNiN-\GS Fl~o2T SEJJF-EMAPLOYMENT.--The

'7 term 'net earnings from self-employment' means the gro~s
8 income, as computed under chapter 1, derived by an indi
9

vidual from any trade or business carried on by such indi

10

vidual, less the deductions allowed under such chapter which
11are attributable to such trade or business, plus his distributive

12

share (whether or not distributed) of the net income or loss,

13

as computed und'-r such chapter, from any trade or busi

14 ness carried on by a partnership of which he is a member;
15 except that in computing such gross income and deductions
16 and such distributive share of partnership net income or
17 loss
18

"(1)

There shall be excluded rentals from real estate

19

(including personal property leased with the real estate)

20

and deductions attributable thereto, unless such rentals

21

are received in the course of a trade or business as a

22

real estate dealer;

23

" (2) There shall be excluded income derived from

24

any trade or business in which, if the trade or business

25

were carried on exclusively by employees, the major
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1

portion of the services would constitute agricultural labor

2

as defined in section 1426 (h) ; and there shall be ex

3

eluded all deductions attributable to such income;

4

" (3) There shall be excluded dividends on any

5

share of stock, and interest on any bond, debenture, note,

6

or certificate, or other evidence of indebtedness, issued

7

with interest coupons or in registered form by any cor

8

poration (including one issued by a government or po

9

litical subdivision thereof)

unless such dividends and

10

interest are received in the course of a trade or business

11

as a dealer in stocks or securities;

12

" (4) There shall be excluded any gain or loss

13

(A) which is considered under chapter 1 as gain or loss

14

from the sale or exchange of a capital asset, (B) from

15

the cutting or disposal of timber if section 117

16

applicable to such gain or loss, or (C) from the sale,

17

exchang-e, involuntary conversion, or other disposition

18

of property if such property is neither (i)

19

trade or other property of a kind which would properly

20

be includible in inventory if on hand at the close of the

21

taxable year, nor (ii) property held primarily for sale

.22

to customers in the ordinary course of the trade or

23

business;

24
25

(j) is

stock in

" (5) The reduction for net operating losses pro
vided in section 23 (s) shall not be allowed;
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"(6)

(A) If any of the income derived from a

2

trade or business (other than a trade or business car

3

ried on by a partnership) is community income under

4

community property laws applicable to such income,

5

all of the gross income and deductions attributable to

6

such trade or business shall be treated as the gross in

7

come and deductions of the husband unless the wife

8

exercises substantially all of the management and con

9

trol of such trade or business, in which case all of such

10

gross income and deductions shall be treated as the

11

gross income-anad deductions of the wife;

12

" (B) If any portion of a partner's distributive share

13

of the net income or loss from a trade or business carried

14

on by a partnership is community income or loss under

15

the community property laws applicable to such share, all

16

of such distributive share shall be included in computing

17

the net earnings from sell-employment of such partner,

18

and no part of such share shall be taken into account in

19

computing the net earnings from sell-employment of the

20

spouse of such partner;

21

" (7) In the case of any taxable year beginning

22

on or after the effective date specified in section 1633,

23

(A) the term 'possession of the United States' as used

24

in section 251'shall not include Puerto R~ico, and (B)

25

a citizen or resident of Puerto Rico shall compute his

15t7
1

net earnings from self-employment in the same manner

2

as a citizen of the United States and without regard

30

to the provisions of section 252;

4

"(8) There shall be excluded income derived from

5

a trade or business of publishing a new~spaper or other

6

publication having a paid circulation, together with the

F7

income derived from other activities conducted in con

s

nection with such trade or business; and there shall be

9

excluded all deductions attributable to such income.

10

If the taxable year of a partner is diffcrent from that

11

of the partnership, the distributive share which he is

12

required to include in computing his net earnings from self

1t3

employment shall be based upon the net income or loss of

14

the partnership for any taxable year of the partnership

is

(even though beginning prior to January 1, 1950) end

16

ing, within or with his taxable year.

17

"(b) SELF-EMIPLOYMENT JNCOME.-The term 'self

18

employment income' means the net earnings from self

19

employment derived by an individual (other than a non

20

resident alien individual) during any taxable year beginning

2-1

after December 31, 1949; except that such term shall not

22

include

2-3
24

"(1)

That part of the net earnings from self

employment which is in excess of: (A) $3,600, minus
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(B) the amount of the wages pa~id to such individual

2

during the taxable year; or

3

"(2)

The net earnings from self-employment, if

4

such net earnings for the taxable year are less than

5

$400.

6 For the purposes of clause (1) the term 'wages' includes
7 remuneration paid to an employee if such remuneration
8 is for services included under an agreement enter~ed into
9 pursuant to the prov~isionis of section 218 of the Social
10

Security Act (relating to coverage of State employees).

11

In the case of any taxable year beginning prior to the

12

effective date specified in section 1633, an individual who is

13

a citizen of Puerto Rico (but not otherwise a citizen of the

14

United States) and who is not a resident of the United

15 States or of the Virgin Islands during such taxable year shall
16 be considered, for the purposes of this subsection, as a non
17 resident alien individual. An individual who is not a citizen
18

of the United States but who is a resident of the Virgin

19

Islands or (after the effective date specified in section 1633)

20

a. resident of ]Puerto Rico shall not, for the purposes of

21 this subsection, be considered to be a nonresident alien
22
23

individual.
" (c) TiRADE, oR BUJSINESS.-The term 'trade or busi

24 ness', when used with reference to self-employment income
25

or net earnings from self-employment, shall have the same
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1 meaning as when used in section 23, except that such term
shall riot include

2

3

"(1) The performance of the functions of a public

4

office;

5

"2)

The performance of service by an individual

6

as an employee (other than service described in sec

7

tion 1426 (b) (16) (B) or section 1426 (b) (18)

8

performed by an individual who has attained the age of
9

10

eighteen)
" (3) The performance of service by an individual

11 as an employee or employee representative as defined
12
13

in section 10532;
"(4)

The performance of service by a duly or

14

dained, commissioned, or licensed minister of a church

15

in the exercise of his ministry or by a member of a

16

religious order in the exercise of duties required by

17

such order; or
18

"(5) The performance of service by an individual

19

in the exercise of his profession as a physician, lawyer,

20

dentist, osteopath, veterinarian, chiropractor, or optome

21

trist, or as a Christian Science practitioner, or as an aero

22

nautical, chemical, civil, electrical, mechanical, metal

23

lurgical, or mining engineer; or the performance of such

24

service by a partnership.

25

"(d) EmpLoYEE, AND WVAGES.-The. term 'employee'
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1 and the term 'wages' shall have the same meaning as when
2 used in subchapter A of this chapter.
8

" (e) TAXABLE YEAJ?.-The term 'taxable year' shall

4 have the same meaning as when used in chapter 1; and
5 the ta~xable year of any individual shall be a calendar year
6 unless he has a different taxable year for the purposes of
7 chapter 1, in which case his taxable year for the purposes
8 of this subchapter shall be the same as his taxable year under
9 chapter 1.

10

-SEC. 1642. NONDEDUCTIBILITY OF TAX.

11

'For the purposes of the income tax imposed by chapter

12

1 or by any Act of Congress in substitution therefor, the

13

tax imposed by section 1640 shall not be allowed as a deduc

14 tion to the taxpayer in computing his net income for any
15

taxable year.

16

"SEC. 1643. COLLECTION AND PAYMENT OF TAX.

17

"(a) ADMINISTRATION.-The tax imposed by this sub

18 chapter shall be collected by the Bureau of Internal Revenue
19 under the direction of the Secretary and shall be paid into
20

the Treasury of the United States as internal revenue collec

21

tions.

22
23

"(b)

ADDITION To T~xIN CASE OFI)ELINQUENCY.

If the tax Is not paid when due, there shall be added, as part

24 of the tax, interest at the rate of 6 per centum per annum
25

from the date the tax became due until paid.
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"(C)

METHOD OF COLLECTION AND PAYMENT.-Such1

2 tax shall be collected and paid in such manner, at such times,
3 and under such conditions, not inconsistent with this sub
4

chapter, as may be prescribed by the Commissioner with

5 the approval of the Secretary.
6

" (d) FRACTIONAL PARTS OF, A CENT .- In the pay

7 ment of any tax under this subchapter a fractional part of
8

a cent shall be disregarded unless it amounts to one-half cent

9

or more, in which case it shall be increased to one cent.

10

"SEC. 1644. OVERPAYMENTS AND UNDERPAYMENTS.

11

"If more or less than the correct amount of tax imposed

12

by section 1640 is paid with respect to any taxable year, the

13

amount of the overpayment shall be refunded, and the

14 amount of the underpayment shall be collected, in such man
15

ner and at such times (subject to the applicable statute of

16 limitations provided in section 3312 or 3313) as may be
17

prescribed by regulations made under this subchapter.

18

"SEC. 1645. RULES AND REGULATIONS.

19

"The Commissioner, with the approval of the Secretary,

20

shall make and publish such rules and regulations as may be

21 necessary for the enforcement of this subchapter.
22

23

"SEC. 1646. OTHER LAWS APPLICABLE.

"All provisions of law (including penalties and statutes

24 'of limitations) applicable with respect to the tax imposed
HI. R. 6000-11
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1 by section 2700 shall, insofar as applicable and not incon
2

sistent with the provisions of this subchapter, be applicable
3with respect to the tax imposed by this subchapter.

4

5

"SEC. 1647. TITLE OF SUBCHAPTER.

"This subchapter may be cited as the 'Self-Employmnent

6 Contributions Act'."
7

(b) Subchapter E of chapter 9 of the Internal Revenue

8 Code is amended by adding at the end thereof the following
9 new sections:

10
11-

"SEC. 1633. EFFECTIVE DATE IN CASE, OF PUERTO RICO.

"If the Governor of Puerto Rico certifies to the Presi

12

dent of the United States that the legislature of Puerto Rico

13

has, by concurrent resolution, resolved that it desires the

14

extension to Puerto Rico of the provisions of title II of the

15

Social Security Act, the effective date referred to in sec

16

tions 1426 (e), 1641 (a)

17

January 1 of the first calendar year which begins more than

(7), and 1641 (b) shall be

18 ninety days after the date on which the President receives
19 such certification.
20
21

"SEC. 1634. COLLECTION OF TAXES IN VIRGIN ISLANDS
AND PUERTO RICO.

22

"Notwithstanding any other provision of law respecting

23

taxation in the Virgin Islands or Puerto Rico, all taxes

24 imposed by subehapters A and F of this chapter shall be
25 collected by the Bureau of Internal Revenue under the
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direction of the Secretary and shall be paid Into the Treasury

2 of the United States as internal revenue collections."
3

(c) Section 3801 of the Internal Revenue Code Is

4

amended by adding at the end thereof the following new

5 subsection:

6

" (g) TAXES IMPOSED BY CHAPTER 9.-The provisions

7 of this section shall not be construed to apply to any tax
8 imposed by chapter 9."

9
10

11

AMISCELJLANEOUTS
SEC. 208. (a)

A-MEND-MENTS

(1) Section 1607 (b) of the Internal

Revenue Code is amended to read as follows:

12

" (b) WAGES.-The term 'wages' means all remunera

13

tion for employment, including the cash value of all remnu

14 neration paid in any medium other than cash; except that
1.5 such term shall not include
16

" (1)

That part of the remuneration which, after

17

remuneration (other than remuneration referred to in

18

the succeeding paragraphs of this subsection) equal to

19

$3,000 with respect to employment has been paid to

20

an individual by an employer during any calendar year

21

is paid to such individual by such employer during such

22

calendar year.

23

year acquires substantially all the property used in a

24

trade or business of another person (hereinafter referred

25

to as a predecessor) , or used in a separate unit of a

If an employer during any calendar
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trade or business of a predecessor, and immediately

2

after the acquisition employs in his trade or business
in individual who immediately prior to the acquisition

4

was employed in the trade or business of such prede

5

cessor, then, for the purpose of determining wiiccr

6

such employer has paid remuneration

7

remuneration referred to in the succeeding paragraphs

8

of this subsection) with respect to employment equal

9

to $3,000 to such individua~l during such calendar year,

10

any remuneration with respect to employment Ipaid (or

11

considered under this paragraph as having beeii paid)

12

to such individual by such predecessor during such cal

13

endar year and prior to such acquisition shall be con

14

sidered as having been paid by such employer;

15

(other thtan

" (2) The amount of any payment made to, or on

16

behalf of, an employee under a plan or system estab

17

lished by an employer which mak-es provision for his

18

employees generally or for a class or classes of his em

19

ployees

20

for insurance or annuities, or into a fund, to provide for

21

any such payment) , on account of (A) retirement, or

22

(B) sickness or accident disability, or (C) medical or

2 CO

hospitalization expenses in connection with sickness or

24

accident disability, or (ID) death;

(including any amount paid by an employer
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"(3)

Any payment made to an employee (includ

2

ing any amount paid by an employer for insurance or

3

annuities, or into a fund, to provide for any such pay

4

ment) on account of retirement;

5

" (4) Any payment on account of sickness or acci

6

dent disability, or medical or hospitalizationfexpeinses in

7

connection with sickness or accident disability, made

8

by an employer to, or on behalf of, an employee after

9

the expiration of six calendar months following the last

10

calendar month in which the employee worked for such

11

employer';

12

" (5) Any payment made to, or on behalf of, an

13

employee (A) from or to a trust exempt from tax under

14

section 165 (a) at the time of such payment unless such

15

payment is made to an employee of the trust as re

16

muneration for services rendered as such employee and

17

not as a beneficiary of the trust, or (B) under or to an

18

annuity plan which, at the time of such payment, meets

19

the requirements of section 165 (a)

20

and (6)

21

(3),

(4), (5),

" (6) The payment by an employer (without de

22

duction from the remuneration of the employee)

2,3

of the tax imposed upon an employee under section 1400,

24

or (B) of any payment required from an employee under
25 a State unemployment compensation law;

(A)
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"(7)

Remuneration paid in any medium other than

2

cash to an employee for service not in the course of tbe

3

employer's trade or business; or

4

" (8) Any payment (other than vacation or sick

5

pay) made to an employee after the month in which he

6

attains the age of sixty-five, if he did not work for the

7

employer in the period for which such payment is made.

8 Tips and other cash remuneration customarily received by
9 an employee in the course of his employment from persons
10

other than the person employing him shall, for the purposes

11

of this subchapter, be considered as remuneration paid to

12

him by his employer; except that, in the case of tips, only

13

s0 much of the amount thereof received during any calendar

14 quarter as the employee, before the expiration of ten days
15

after the close of such quarter, reports in writing to his

16 employer as having been received by him in such quarter
17 shall be considered as remuneration paid by his employer,
18

and the amount so. reported shall be considered as having

19

been paid to him by his employer on the date on which

20 such report is made to the employer."
21

(2) The amendment made by paragraph (1) shall be

22

applicable only with respect to remuneration paid after 1949.

23 In the case of remuneration paid prior to 1950, the deter
24 mination under section 1607

(b)

(1)

of the Internal

25 Revenue Code (prior to its amendment by this Act) of
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1. whether or not such remuneration constituted wages shall be
2 made as if paragraph (1) of this subsection had not been
3 enacted and without Inferences drawn from the fact that
4 the amendment made by paragraph (1) is not made appli
5 cable to periods prior to 1950.
6

(b) (1) Section 1607 (c)

7

Code is amended to read as follows:

(3) of the Internal Revenue

8

"(3) Service not in the course of the employer's

9

trade or business performed in any calendar quarter by

10

an employee, unless the cash remuneration paid for such

11

service is $25 or more and such service is performed

12

by an individual who is regularly employed by such

113

employer to perform such service.

14

this paragraph, an individual shall be deemed to be

15

regularly employed by an employer during a calendar

16

quarter only if (A) such individual performs for such

17

employer service not in the course of the employer's

18

trade or business during some portion of at least twenty

19

six days during such quarter, or (B) if such individual

20

was regularly employed (as determined under clause

21

(A) ) by such employer in the performance of such

22

service during the preceding calendar quarter;".

23

(2) Section 1607 (c)

(10)

(A)

For the purposes of

(i) of the Internal

24 Revenue Code is amended by striking out "does not exceed
25

$45" and inserting in lieu thereof "is less than $100".
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(3) Section 1607

(c)

of the Internal

",

and the remuneration for

such service does not exceed $45 (exclusive of room, board,

5 and tuition)
6

(E)

Revenue Code is amended by striking out "in any calendar

3 quarter" and by striking out
4

(10)

".

(4) The amendments made by paragraphs (1),

(2),

7 and (3) shall be applicable only with respect to services
8 performed after 1949.
9

(c) (1) Section 1621 (a)

(4) of the Internal Reve

10 nue Code is amended to read as follows:
11

" (4) for service not in the course of the employer's

12

trade or business performed in any calendar quarter by

13

an employee, unless the cash remuneration paid for such

14

service is $25 or more and such service is performed

15

by an individual who is regularly employed by such

16

employer to perform such service.

17

this paragraph, an individual shall be deemed to be

18

regularly employed by an employer during a calendar

19

quarter only if (A) such individual performs for such

20

employer service not in the course of the employer's

21

trade or business during some portion of at least twenty-

22

six 'days during such quarter, or (.B) if such individual

23

was regularly employed

For the purposes of

(as determined under clause

) by such employer in the performance of such

24

(A)

25

service during the preceding calendar quarter;".
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(2) Section 1621 (a) of the Internal Revenue Code

2 is amended by striking out paragraph

(9)

thereof and

3 inserting in lieu thereof the following:
4

"(9) for services performed by a duly ordained,

5

commissioned, or licensed minister- of a church in the

6

exercise of his ministry or by a member of a religious

7

order in the exercise of duties required by such order; or

8

"(10)

(A) for services performed by an indi

9

vidual under the age of eighteen in the delivery or dis

10

tribution of newspapers or shopping news, not including

11

delivery or distribution to any point for subsequent

1-2

delivery or distribution; or

13

" (B) for services performed by an individual in,

14

and at the time of, the sale of newspapers or magazines

15

to ultimate consumers, under an arrangement under

16

which the newspapers or magazines are to be sold by

17

him at a fixed price, his compensation being based on

18

the retention of. the excess of such price over the

19

amount at which the newspapers or magazines are

20,

charged to him, whether or not he is guaranteed a

21

minimum amount of compensation for such service, or

22

is entitled to be credited with the unsold newspapers

23

or magazines turned back.

24 Tips and other cash remuneration customarily received by
25

an employee in the course of his employment from persons
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other than the person employing him shall, for the pro1poses

2

of this subchapter, be considered as remuneration paid to

3 him by his employer; except that, in the case of tips, only
4

so much of the amount thereof received during any calendar

5 quarter as the employee, before the expiration of ten days
6 after the close of such quarter, reports in writing to his
7 employer as having been received by him in such quarter
8 shall be considered as remuneration paid by his employer,
9 and the amount so reported shall be considered as having
:10

been paid to him by his employer. on the date on which

11

such report is made to the employer."

12

(3) The amendments made by paragraphs

(1)

and

13

(2) shall be applicable only with respect to remuneration

14

paid after 1949.

15

(d) Effective January 1, 1950, section 1403 (b) of

:16

the Internal Revenue Code is amended by striking out "of

17

not more than $5." and inserting in lieu thereof the follow

18

ing: "of $5.

19

in the same manner as the tax imposed by section 1410."

20

TITLE III-AMENDMENTS

Suich penalty shall be assessed and collected

TO PUBLIC ASSIST

21

ANCE AND

22

OF THE SOCIAL SECURITY ACT

23
24
25

26

CHILD WELFARE PROVISIONS

PART 1-OLD-AGH ASSISTANCE
REQTYIREMENTS
SEC.

OF

STATE

OLD-AGE

ASSISTANCE

PLANS

301. (a) Clauses (4) and (5) of subsection (a)

of section 2 of the Social Security Act are amended to read:
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1 "i(4) provide for granting an opportunity for a fair hearing

2 before the State agency -to any individual whose claim for
3 old-age assistance is denied or is not acted upon within a
4 reasonable time; (5) provide such methods of administra
5 tion as are found by the Administrator to be necessary for
6 the proper and efficient operation of the plan, including
7

(A) methods relating to the establishment and maintenance

8 of personnel standards on a merit basis, except that the
9 Administrator - shall exercise no authority with respect to
10

the selection, tenure of office, and compensation of any in

11

dividual employed in accordance with such methods, and

12

(B) a training program for the personnel necessary to the

13

administration of the plan;".

14

(b) Such subsection is further amended- by striking out

15

"and" before clause (8) thereof, and by striking out the

16

period at the end of such subsection and inserting in lieu

17

thereof a semicolon

18

" (9) provide that all individuals wishing to make applica

19

tion for old-age assistance shall have opportunity to do so,

and

the following

new

clauses:

20 and that old-age assistance shall be furnished promptly to all
21

eligible individuals; and (10) effective July 1, 1953, pro

22

vide, if the plan includes payments to individuals in private

23"D

or public institutions, for the establishment or designation of

24

a State authority or authorities which shall be responsible

25

for

establishing

26 inastitutions."1

and

maintaining

standards

for

such
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(c) The amendments made by subsections

(a) and

(b) shall take effect July 1, 1951.

3

COMPUJTATION OF FEDERAL PORTION OF OLD-AGE

4

ASSISTANCE

5

SE~C. 302. (a) Section 3 (a) of the Social Security Act

6 is amended to read as follows:
7

"SEC. 3. (a) From the sums appropriated therefor, the

8 Secretary of the Treasury shall pay to each State which has
9 an approved plan for old-age assistance, -for each quarter,
10

beginning with the quarter commencing October 1, 1949,

11

(1) in the case of any State other than Puerto Rico and

12

the Virgin Islands, an amount, which shall be used ex

13

clusively as old-age assistance, equal to the sum of the

14 following proportions of the total amounts expended during
15

such quarter as old-age assistance under the State plan, not

16 counting so much of such expenditure with respect to any
17 individual for any month as exceeds $50
18

" (A) four-fifths of such expenditures, not counting

19

so much of the expeniditures with respect to any month

20

as exceeds the product of $25 multiplied by the total

21

number of such individuals who received old-age assist

22

ance for such month, plus

23

" (B) one-half of the amount by which such ex

24

penditures exceed the product obtained under clause

25

(A), not counting so much of the expenditures with.
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respect to any month as exceeds the product of $35

2

multiplied by the total number of such individuals who

3

received old-age assistance for such month, plus

4

"(C)

one-third of the amount by which such ex

5

penditures exceed the sum of the products obtained uinder

6

clauses (A) and (B)

7 and (2) in the case of Puerto Rico and the Virgin Islands,
8 an amount, which shall be used exclusively as old-age assist
9 ance, equal to one-half of the total of the sums expended
10

during such quarter as old-age assistance under the State

1i

plan, not counting so much of such expenditure with respect

12 to any individual for any month as exceeds $30, and (3) in
13

the case of any State, an amount equal to one-half of the total

14

of the sums expended during such quarter as found necessary

15

by the Administrator for the proper and efficient adminis

16

tration of the State plan, which amount shall be used for

17

paying the costs of administering the State plan or for old

18

age assistance, or both, and for no other purpose."

:19

(b) The amendment made by subsection (a) shall take

20 effect October 1, 1949.
21

22
23
24
25

DEFINITION OF OLD--AGE ASSISTANCE

SEc. 303. (a) Section 6 of the Social Security Act is
amended to read as follows:
"cDEFINITION

"SEC. 6. For purposes of this title, the term 'old-age
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1 assistance' means money payments to or medical care in
2 behalf of needy individuals who are sixty-five years of age or
3 older, but does not include money payments to or medical
4

care in behalf of any individual who is an inmate of a public

5 institution (except as a patient in a medical institution) and,
6 effective July 1, 1951, does not include money payments to
7 or medical care in behalf of any individual (a) who is a
8 patient in an institution for tuberculosis or mental disea~ses,
9 or (b) who has been diagnosed as having tuberculosis or
10 phychosis and is a patient in a medical institution as a result
11
12
13

thereof."
(b) The amendment made by subsection

(a) shall

take effect October 1, 1949.

14

PART 2-AID To DEPENDENT CHILTDREN

15

REQUIREMENTS OF STATE PLANS FOR AID TO DEPENDENT

16

CIIILDREN

17

SEC. 321. (a) Clauses (4) and (5) of subsection (a)

18

of section 402 of the Social Security Act are amended to

19

read as follows: " (4) provide for granting an opportunity

20 for a fair hearing before the State agency to any individual
21 whose claim for aid to dependent children is denied or is
22

not acted upon within a reasonable time; (5) provide such

23 methods of administration as are found by the Administra
24 tor to be necessary for the proper and efficient operation
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of the plan, including (A) methods relating to the estab

2 lishment and maintenance of personnel standards on a merit
3 basis, except that the Administrator shall exercise no author
4

ity with respect to the selection, tenure of office, and corn

5 pensation of any individual employed in accordance with
6

such methods, and (B) a training program for the person

7 nel necessary to the administration of the plan

;".

8

(b) Such subsection is further amended by striking

9

out "and" before clause (8) thereof, and by striking out

10

the period at the end of such subsection and inserting in
l1ieu thereof a semicolon and the following new clauses:

12

" (9) provide that all individuals wishing to make appli

13

cation for aid to dependent children shall have opportunity

14

to do so, and that aid to dependent children shall be

15

furnished promptly to all eligible individuals;

(10)

pro

1-6 vide for prompt notice to appropriate law-enforcement
17

officials of the furnishing of aid to dependent children in

18 respect of a child who has been deserted or abandoned by a
19

parent; and (11) provide that no aid will be furnished any

20

individual under the plan with respect to any period with

21

respect to which he is receiving old-age assistance under

22

the State plan approved under section 2 of this Act."

23

(c) The amendments made by subsections

24

(b) shall take effect July 1, 1951.

(a)

and
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3

COMPUTATION OF FEDERAL PORTION OF AID TO
DEPENDENT

CHILDREN

SEC. 322. (a) Section 403 (a) of the Social Security

4 Act is amended to read as follows:
5

"SEC. 403. (a) From the sums -appropriated therefor,

6 the Secretary of the Treasury shall pay to each State which
7 has an approved plan for aid to dependent children, for
8 each quarter, beginning with the quarter commencing October
9

1, 1949, (1) in the case of any State other than Puerto

10

Rico and the Virgin Islands, an amaount, which shall be

11

used exclusively as aid to dependent children, equal to the

12

sum of the following proportions of the total amounts ex

13

pended during such quarter as aid to dependent children

:14 under the State plan, not counting so much of such expendi
15 ture with respect to any dependent child for any month
16 as exceeds $27, or if there is more than one dependent child
17

in the same home, as exceeds $27 with respect to one such

18

dependent child and $18 with respect to each of the other

19

dependent children, and not counting so much of such

20 expenditure for any mionth with respect to a relative with
21

whom any dependent child is living as exceeds $27

22

" (A) four-fifths of such expenditures, not counting

23

so much of the expenditures with respect to any month

24

as exceeds the product of $15 multiplied by the total

25

number of dependent children and other individuals
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with respect to whom aid to dependent children is paid

2

for such month, plus

3

" (B) one-half of the amount by which such ex

4

penditures exceed the product obtained under clause

5

(A) , not counting so much of the expenditures with

6

respect to any month as exceeds the product of $21

7

multiplied by the total number of dependent children

8

and other individuals with respect to whom aid to

9

dependent children is paid for such month, plus

10

" (C) one-third of the amount by which such

11

expenditures exceed the sum of the products obtained

12

under clauses (A) and (B)

13

and (2) in the case of Puerto Rico and the Virgin Islands,

14

an amount, which shall be used exclusively as aid to de

15

pendent children, equal to one-half of the total of the sums

16 expended during such quarter as aid to dependent children
17

under the State plan, not counting so much of such expendi

18

ture with respect to any dependent child for any month as

19

exceeds $18, or if there is more than one dependent child

20

in the same home, as exceeds $18 with respect to one such

21

dependent child and $12 with respect to each of the other

22

dependent children, and (3) in the case of any State, an

23

amount equal to one-half of the total of the sums expended

24 during such quarter as found necessary by the Administrator
R. IR.6000-12
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1t for the proper and efficient administration of the State plan,
2

which amount shall be used for paying the costs of admin

3

istering the State plan or for aid to dependent children, or

4 both, and for no other purpose."
5
6
7
8

(b) The amiendment made by subsection (a) shall take
effect October 1, 1949.
DEFINITION OF AID TO DEPENDENT -CHILDREN

SEC. 323. (a) Section 406 of the Social Security Act

9 is amended by striking out subsection (b) and inserting in,
10 lien thereof the following:
11

"(b) The term 'aid to dependent children' means money

12

payments with respect to or medical care in behalf of a

13

dependent child or dependent children, and (except when

14 used in clause (2)

of section 403 (a)

) includes money

15

payments or medical care for any month to mneet the needs

16

of the relative with whom any dependent child is living

17

if money payments have been made uinder the State plan

18 with respect to such child for such month;
19

"(c) The term 'relative with whom any dependent

20 child is living' means the individual who is one of the
21 relatives specified in subsection (a) and with whom such
22

child is living (within the meaning of such subsection) in

23 a place of residence maintained by such individual (himself
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1 or together with any one or more of the other relatives so
2 specified) as his (or their.) own home."
3

(b) The amendment made by subsection

(a) shall

4 take effect October 1, 1949.

5
6

PART 3-CIHILD-WELFARE SERVICES
SEC. 331. (a) Section 521 (a) of the Social Security

7 Act is amended by striking out "$3,500,000" and inserting
8 in lieu thereof "$7,000,000", by striking out "$20,000" and
9 inserting in lieu thereof "$40,000", and by striking out the
10

third sentence thereof and inserting in lieu of such sentence

11

the following: "The amount so allotted shall be expended for

12

payment of part of the cost of district, county, or other local

13

child-welfare services in areas predominantly rural, for

14 developing State services for the encouragement and assist
15 ance of adequate methods of community child-welfare or
16 ganization in areas predominantly rural and other areas of
17 special need, and for paying the cost of returning any
18 runaway child who has not attained the age of sixteen to
19 his own community in another State in cases in which such
20 return is in the interest of the child and the cost thereof
21 cannot otherwise be met."
22

(b) The amendments made by subsection (a) shall be

23 effective with respect to fiscal years beginning after June
24 30, 1950.
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PART 4!-AID TO MIE BLIND

2

REQUIREMENTS OF STATE PLANS FOR AID TO THE BLIND

S

SEC. 841. (a) Clauses (4) and (5) of subsection (a)

4

of section 1002 of the Social Security Act are amended

5 to read as follows: " (4) provide for granting an oppor
6

tunity for a fair hearing before the State agency to any in

'7 dividual whose claim for aid to the blind is denied or is not
8

acted upon within a reasonable time;

9

methods of administration as are found by the Administrator

10

to be necessary for the proper and efficient operation of the

11

plan, including (A) methods relating to the establishment

12

and maintenance of personnel standards on a merit basis,

13

except that the Administrator shall exercise no authority

(5)

provide such

14 with respect to the selection, tenure of office, and compensa
15

tion of any individual employed in accordance with such

16

methods, and (B) a training program for the personnel

17

necessary to the administration of the plan;".

18

(b) Clause (7) of such subsection is amended to read

19

as follows: " (7) provide that no aid will be furnished any

20 individual under the plan with respect to a~ny period with
21 respect to which he is receiving old-age assistance under the
22

State plan approved under section 2 of this Act or aid to

23 dependent children under the State plan approved under
24 section 402 of this Act;".
25

(c)

(1) Effective for the period beginninag October 1,
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1 1949, and ending June 30, 1951, clause

(8)

of such

2 subsection is amended to read as follows: " (8) provide that
3 the State agency shall, in determining need, take into con
4 sidcration aliy other income and resources of an individual
5 claiming aid to the blind; except that the State agency may
6

(in making such determination)

disregard such amount of

7 earned income, not to exceed $50 per month, as the State
8 agency, administering that part of the State plan of voca
9 tionial rehabilitation (approved under the Vocational Reha
1-0

bilitation Act (29 U3. S. C., clh. 4) ) which. relates to

11

vocational rehabilitation of tile blind, certifies will serve to

12

encourage or assist the blind to prepare for, engage in,

13

or continue to enga~ge in remu-nerative employment to the

14 maximum extent practicable

;".

15

(2) Effective July 1, 1951, such clause (8) is amended

16

to read as follows: " (8) provide that the State agency shall,

17 in determining need, take into consideration the special
1S expenses arising from blindness, and any other income and
19

resources of the individual claiming aid to the blind; except

20

tha,,t, in determining need, the State agency (A) shall not

21

consider any income or resources which are not predictable

22

or are not actually available to the individual, and (B) may

23

disregard such amount of earned income, not to exceed $50

24

per month, as the State agency, administering that part of.
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the State plan of vocational rehabilitation (approved under
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1 the Vocational Rehabilitation Act (29 U. S. C., ch. 4))
2 which relates to vocational rehabilitation of the blind,
8

certifies will serve to encourage or assist the. blind to prepare

4 for, engage in, or to continue to engage in remunerative
5 employment to the maximum extent practicable

;".

6

(d) Such 0subsection is further amended by striking out

7

"land" before clause (9) thereof, and by striking out the

8

period at the end of such subsection and inserting in lieu

9

thereof a semicolon aind the following new clauses: " (10)

10

provide that, in determining whether an individual is blind,

11

there shall be an examination by a physician skilled in

12

diseases of the eye or by an optometrist;

(11)

effective

13 July 1, 1951, provide that all individuals wvishing to make
14 application for aid to the blind shall have opportunity to
15 do so, and that aid to the blind shall be furnished promptly
16

to all eligible individuals; and (12) effective July 1, 1953,

17 provide, if the plan includes payments to individuals in
18 private or public institutions, for the establishment or desig
19 nation of a State authority or authorities which shall be

20 responsible for establishing and maintaining
21
22
23

standards for

such institutions."
(e) The amendments made by subsection (d)

shall

take effect October 1, 1949; and the amendments made

24 by subsections (a) and (b) shall take effect July 1, 1951.
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2

RESIDENCE REQUIREMENT

SEC. 342. Subparagraph

(1)

of section 1002 (b) of

3the Social Security Act is amended to read as follows:
4

"( 1) Any residence requirement which excludes

5

any resident of the State who has resided therein con

6

tinuously for one year immediately preceding the appli

7

cation for aid, except that the State may impose,

8

effective until July 1, 1951, any residence requirement

9

which is not in excess of the requirement of residence

10

contained on July 1, 1949, in its State plan approved

11

under this title on or prior to such date; or"

12

COMPUTATION OF FEDERAL PORTION OF AID TO THlE BLIND

13

SEC. 343. (a) Section 1003 (a) of the Social Security

14 Act is amended to read as follows:
15

"SEC. 10030. (a) From the sums appropriated therefor,

16

the Secretary of the Treasury shall pay to each State which

17 has an approved plan for aid to the blind, for each quarter,
18 beginning with the quarter commencing October 1, 1949,
19

(1) in the case of any State other than Puerto Rico and

20 the Virgin Islands, an amount, which shall be used ex
21

elusively as aid to the blind, equal to the sum of the fol

22 lowing proportions of the total amounts expended during
23

such quarter as aid to the blind under the State plan, not

24

counting so much of such expenditure with respect to any

2I5

individual for any month as exceeds $50
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"(A) four-fifths of such expenditures, not counting

2

so much of the expenditures with respect to any month

8

as exceeds the product of $25 multiplied by the total

4

number of such individuals who received aid to the

5

blind for such month, plus

6

" (B) one-half of the amount by which such ex

7

penditures exceed the product obtained under clause

8

(A) , not counting so much of the expenditures with

9

respect to any month as exceeds the product of $35

10

multiplied by the total number of such individuals who

11

received aid to the blind for such month, plus

12

" (C) one-third of the amount by which such ex

13

penditures exceed the sum of the products obtained

14

under clauses (A) and (B) ;

15

and (2) 'in the case of Puerto Rico arid the Virgin Islands,

16

an amount, which shall be used exclusively as aid to the

17

blind, equal to one-half of the total of the sums expended

18

during such quarter as aid to the blind under the State plan,

19 not counting so much of such expenditure with respect to
20

any individual for any month as exceeds $30, and (3) in

21

the case of any State, an amount equal to one-half of the

22

total of the sums expended during such quarter as found

23

necessary by the Administrator for the proper and efficient

24 administration of the State plan, which amount shall be
25 used for paying the costs of administering the State plan

185
1 or for aid to the blind, or both, and for no other purpose."
2

(b) The amendment made by subsection (a) shall take

3 effect October 1, 1949.

4
5

DEFINITION OF AID TO THlE BLIND

SEC. 3044. (a) Section 1006 of the Social Security Act

6 is amended to read as follows:
7
8

"4DEFINITION

"SEC. 1006. For purposes of this title, the term 'aid

9 to the blind' means money payments to or medical care in
10 behalf of blind individuals who alre needy, but does not include
11 money payments to or medical care in behalf of any individual
12 wiio is an inmate of a public institution (except as a patient
13

in a medical institution) and, effective July 1, 1951, does not

14 include money payments to or medical care in behalf of any
15 individual (a) who is a patient in an institution for tubercu
16

losis or mental diseases, or (b) who has been diagnosed as

17 having tuberculosis or psychosis and is a patient in a medical
18 institution as a result thereof."
19
20

21

(b) The amendment made by subsection (a) shall take
effect October 1, 1949.
APPROVAL OF CERTAIN STATE PLANS

22

SEC. 345. (a) In the case of any State (as defined in

23

the Social Security Act, but excluding Puerto Rico and the

24 Virgin Islands) which did not have on January 1, 1949,
25 a St-ate plan for aid to the blind approved under title X
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1 of the Social Security Act, the Administrator shall approve
2 a plan of such State for aid to the blind for purposes of such
3 title X, even though it does not meet the requirements of
4

clause (8) of section 1002 (a) of the Social Security Act,

5 if it meets all other requirements of such title X for an ap
6 proved plan for aid to the blind; but payments uinder section
7

1003) of the Social Security Act shall be made, in the case

8

of any such plan, only with respect to expenditures there

9 under which would be included as expenditures for purposes
10

of such section under a plan approved uinder such title X

11

without regard to the provisions of this section.

12

(b) The provisions of subsection (a) shall be effective

13

only for the period beginning October 1, -1949, and ending

14 June 30, 1953.
15

PART

5-AID TO THE PERMANENTLY AND TOTALLY

16
17

DISABLED

SEC. 351. The Social Security Act is further amended

18 by adding after title XIII thereof the following new title:
19

"TITLE XIV-GRANTS TO STATES FOR AID TO

20

THE

21

ABLED

22
23

PERMANENTLY

AND

TOTALLY

DIS

"lAPPROPRIATION

"SEC. 1401. For the purpose of enabling each State to

24 furnish financial assistance, as far as practicable under the
25 conditions in such State, to needy individuals who are per
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1 manently and totally disabled, there is hereby authorized
2

to be appropriated for the fiscal year ending June 30, 1950,

3 the sum of $50,000,000, and there is hereby authorized to
4

be appropriated -for each fiscal year thereafter a sum suffi

5 cient to carry out the purposes of this title. The sums made
6 available under this section shall be used for making pay
7 ments to States wbich have submitted, and had approved
8 by the Administrator, State plans for aid to the permanently
9 and totally disabled.

10

"4STATE

PLANS

11

12

FOR AID

TO

THE

PERMANENTLY

AND

TOTALLY DISABLED

"SEc. 1402. (a) A State plan for aid to the per

13 manently and totally disabled must (1) provide that it shall
14 be in effect in all political subdivisions of the State, and, if
15

administered by them, be mandatory upon them; (2) pro

16 vide for financial participation by the State; (3)

either

17 provide for the establishment or designation of a single State
18 agency to administer the plan, or provide for the establish
19 ment or designation of a single State agency to supervise
20 the administration of the plan; (4) provide for granting an
21

opportunity for a fair hearing before the State agency to any

22

individual whose claim for aid to the permanently and

23

totally disabled is denied or is not acted upon within a

24 reasonable time;
25

(5) provide such methods of adminis

tration, as are found by the Administrator to be necessary,

1

for the proper and efficient operation of the plan, including

2

(A) methods relating to the establishment and maintenance

3

of personnel standards on a merit basis, except that the

4

Administrator shall exercise no authority with respect to the

5

selection, tenure of office, and compensation of any indi

6

vidual employed in accordance with such methods, and

'7

(B) a training program for the personnel necessary to the

8

administration of the plan; (6) provide that the State agency

9

will make such reports, in such form and containing such

10

information, as the Administrator-may from time to time

1.1 require, and comply with such provisions as the Admin
12 istrator may from time to time find necessary to assure
13

the correctness

and

verification of such reports;

(7)

14 provide that no aid will be furnished any individual under
15

the plan with respect to any period with respect to

16 which

he

is receiving

old-age

assistance

under

the

17 State plan approved under section 2 of this Act, aid to
:18 dependent children under the State plan approved under
19 section 402 of this Act, or aid to the blind under the State
20 plan approved under section 1002 of this Act; (8) provide
21

that the State agency shall, in determining need, take into

22

consideration any other income and resources of an individual

23

claiming aid to the permanently and totally disabled; (9)

24 provide safeguards which restrict the use or disclosure of
25 information concerning applicants and recipients to purposes
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directlv connected with the adlminiistration of aid to the

2 permanently and totally disabled;

(10) provide that all

3individuals wishing to malke application for aid to the per
4

miancntlv and totally disabled shall have opportunity to do so,

5 and that aid to the permanently and totally disabled shall
6 be furnished promptly to all eligible individuals; and (11)
7 effective July 1, 1953, provide, if the plan includes payments
S to individuals in private or public institutions, for the estab
9 lishment or designation of a State authority or authorities
10

which shiall be responsible for establishing and maintaining

11

standards for such institutions.

12
13

"(b)

The Administrator shall approve any plan which

fulfills the conditions specified in subsection

(a) , except

14 that he shall not approve any plan which imposes, as a
15

condition of eligibility for aid to the permanently and totally

16

disabled under the plan

17

"(1)

Any residence requirement which excludes

is

any resident of the State who has resided therein con

19

tinuiously for one year immediately preceding the appli

20

cation for aid, except that the State may impose,

21

effective until July 1, 1951, any residence requirement

22

which is niot in excess of the requirement of residence

23

contained on July 1, 1949, in its State Plan for aid to

24

the blind approved under title X on or prior to such date;
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2

"(2)

any citizen of the United States.

3
4

Any citizenship requirement which excludes

"CPAYMENT TO STATES

"SEC. 1403. (a) From the sums appropriated ther-efor,

5 the Secretary of the Treasury shall pay to each State which
6 has an approved plan for aid to the permanently and totally
7 disabled, for each quarter, beginning with the quarter coin
8 meneing October 1, 19419, (1) in the case of any State other
9 than Puerto Rico and the Virgin Islands, an amount, which
10

shall be used exclusively as aid to the permanently and

11

totally disabled, equal to the sum of the following propor

12

tions of the total amounts expended during suchl quarter

13 as aid to the permanently and totally disabled under the

14 State plan, not counting so much of
15

such

expenditure with

respect to any individual for any month as exceeds $50

16

" (A) four-fifths of such expenditures, not count

17

ing so much of the expenditures with respect to any

18

month as exceeds the product of $25 multiplied by the

19

total number of such individuals who received aid to

20

the permanently and totally disabled for such month,

21

plus

22

" (B) one-half of the amount by which such ex

23

penditures exceed the product obtained under clause

24

(A), not counting so much of the expenditures with

25

respect to any month as exceeds the product of $35
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multiplied by the total number of such individuals who

2

received aid to the permanently and totally disabled

3

J"Or such month, plus

4

" (C) one-third of the amount by which such ex

5

penditures exceed the sum of the products obtained

6

under clauses (A) and (B)

7

and (2) in the case of Puerto Rico and the Virgin Islands,

8

an amount, wbich shall be used exclusively as aid to the

9 permanently and totally disabled, equal to one-half of the
10

total of the sums expended during such quarter. as aid to the

11

permanently and totally disabled under the State plan, not

12

counting so much of such expenditure with respect to any

13

individual for any month as exceeds $30, and (3) in the

14

case of any State, an amount equal to one-half of the total

15

of the sums expended during such quarter as found necessary

16

by the Admiliistrator for the proper and efficient adminis

17

tration of the State plan, which amount shall be used for

18 paying the costs of administering the State plan or for aid
19 to the permanently and totally disabled, or both, and for no
20

other purpose.

21

" (b) The method

22

amounts shall be as follows:

23

of computing and paying such

"(1) The Administrator shall, prior to the begin

24

ning of each quarter, estimate the amount to be paid

25

to the 8tate for such quarter under the pro-jisions of
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subsection (a), such estimate to be based on (A) a

2

report filed by the State containing its estimate of the

3

total sum to be expended in such quarter in accordance

4

with the provisions of such subsection, and s.tati, Ig the

5

amount appropriated or made available by the Stalt and

6

its political subdivisions for such expenditures in such

7

quarter, and if such amount is less than the State's

8

proportionate share of the total sun -of such estimated

9

expenditures, the source or sources from which the

10

difference is expected to be derived, (B) records show

11.

ing the number of permanently and totally disabled indi

12

viduals in the State, and (C) such other investigation as

13

the Administrator may find necessary.

14

" (2) The Administrator shall1 then certify to the

15

Secretary of the Treasury the amount so estimated by

16

the Administrator,

17

case may be, by any sum by which he finds that his

18

estimate for any prior quarter was greater or less than

19

the amount which should have been paid to the State

20

under subsection (a) for such quarter, and (B) reduced

21

by a sum equivalent to the pro rata share to which the

22

United States is equitably entitled, as determined by the

23

Administrator, of the net amount recovered during a

24:

prior quarter by the State or any political subdivision

25

thereof with respect to aid to the permanently and

(A) reduced or increased, as the
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totally disabled furnished under the State plan; except

2

that such increases or reductions shall not be made to

3

the extent that such sums have been applied to make the

4

amount certified for any prior quarter greater or less than

5

the amount estimated by the Administrator for such prior

6

quarter: Provided, That any part of the amount re

7

covered from the estate of a deceased recipient whiich is

8

not in excess of the amount expended by the State or

9

any political subdivision thereof for the funeral expenses

10

of the deceased shall not be considered as a basis for

11

reduction under clause (B) of this paragraph.

12

"(3)

The *Secretary of the Treasury shall there

13

upon, through the Fiscal Service of the Treasury De

14

partment, and prior to audit or settlement by the Gen
15 eral Accounting Office, pay to the State, at the time or

16

times fixed by the Administrator, the amount

17

certified.

18
19

so

"COPERATION OF STATE PLANS

"SEc. 1404. In the case of any State plan for aid to

20 the permanently and totally disabled which has been ap
21

proved by the Administrator, if the Administrator after

22

reasonable notice and opportunity for hearing to the State

23

agency administering or supervising the admiinistration of

24 such plan, findsH. R. 6000-13
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"(1)

1

that the plan has been so chang-ed as to

2

impose any residence or citizenship requirement pro

3

hibited bv section 1402 (b) , or that in the administra

4

tion of the plan any such prohibited requirement is
5

6

imposed, with the knowledge of such State agency, in a
substantial number of cases; or

7

" (2) that in the administration of the plan there

8

is a failure to comply substantially with any provision

9

required by section 1402 .(a) to be included in the

10

plan;

11

the Administrator shall notify such State agency that further

12

payments will not be made to the State until he is satisfied

13. that such prohibited requirement is no longer so imposed,
14 and that there is no longer any such failure to comply.

Until

15 lie is so satisfied he shall make no further certification to the
16 Secretary of the Treasury with respect to such State.

17
18

"DEFINITION

"SEC. 1405. For purposes- of this title, the term 'aid to

19 the permanently a~nd totally disabled' means money payments
20 to or medical care in behalf of needy individuals who are
21 permanently and totally disabled, but does not include money
22

payments to or medical care. in behalf of any individual who

23 is an, inmate of a public institution (.except as. a patient in a
24 medical institution) and, effective July 1, 1951, does not in
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elude money payments to or medical care In behalf of any

2 individual '(a) who is a patient in an institution for tuber
3

dulosis or mental diseases, or (b) who has been diagnosed

4

as having tuberculosis or psychosis and is a patient in a

5 medical institution as a result thereof."

6

PART 6-MISCELLANEOus AMENDMIENTS

7

SEc. 561. (a) Section 1 of the Social Sectirity Act is

8 amended by striking out "Social Security Board established
9 by Title VII (hereinafter referred to as the 'Board')"~ and
10 inserting in lieu thereof "Federal Security Administrator
11

(hereinafter referred to as the 'Administrator')

"

12

(b) Section 1001 of the Social Security Act is amnended

13

by striking out "Social Security Board" and inserting in

14 lieu thereof "Administrator".
15

(c) The following provisions of the Social Security Act

16 are each amended by striking out "Board" and inserting in
17 lieu thereof "Administrator": Sections 2 (a)

(6) ; 2 (b)

18 3 (b) ; 4; 402 (a) (6) ; 402 (b) ; 403 (b) ; 404; 1002
19

(a)

(6) ; 1002

(b)

20

thereof) ; 1003 (b) ; and 1004.

(other

than subparagraph

(1)

21

(d) The following provisions of the Social Security Act

22

are each amended by striking out (when they refer to the

23

Social Security Board) "it" or "its" and inserting in lieu

24 thereof "hie"~, "him" , or "'his", as the context may require:
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S~ections 2 (b) ; 3 (b) ; 4; 402 (b) ; 403 (b) ;404; 1002

2

(b)

(other than subparagraph (1)

thereof); 1003 (b)

3 and 1004.
4

(e) Title V of the Social Security Act is amented by

5

striking, out "Children's Bureau"., "Chief of the Children's

6 Bureau", "Secretary of Labor", and (in sections 503 (a)
7 and 513
8
9

(a) )

"Board"

and inserting in lieu thereof

"Administrator".
TITLE IV-MI1SCELLANEOUS PROVISIONS

10

OFFICE OF COM1MISSIONER

11

SEC. 401. (a)

12

FOR SOCIAL SECURITY

Section 701 of the Social Security Act

is amended to read:

13

"cOFFICE OF COMVMISSIONER FOR, SOCIAL SECURITY

14

"SEC. 701. There shall be in the Federal Security

15 Agency a Commissioner for Social Security, appointed by
16 the Administrator, who shall perform such functions relating
17
18

to social security as the Administrator shall assign to him."
(b) Section 908 of the Social Security Act Amend

19 menits of 1939 is repealed.

20
21

REPORTS TO CONGRESS

SEC. 402. (a)

Subsection

22 Social Security Act is repealed.

(e) of section 541 of the
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(b) Section 704 of such Act is amended to read:

2

"CREPORTS

3

"SEC. 704. The Administrator shall make a full report

4 to Congress, at the beginning of each regular session, of the
5 administration of the functions with which he is charged
6 under this Act.- In addition to the number of copies of such
7 report authorized by other law to be printed, there is hereby
8 authorized to be printed not more than five thousand
9 copies of such report for use by the Administrator for dis
10

tribution to Members of Congress and to State and other

11

public or private agencies or organizations participating in

12

or concerned with the social security program."

13

AMENDMENTS

14
15
16

SEC. 403.

TO TITLE XI OF THlE SOCIAL SECURITY ACT

(a)

(1)

Paragraph

(1) of section 1101

(a) of the Social Security Act is amended to read as followsd,:
"(1)

The term 'State' includes Alaska, Hawaii, and

17

the District of Columbia, and when used in titles I, IV,

18

V, X, and XIV includes Puerto Rico and the Virgin

19

Islands."

20

(2) Paragraph (6) of section 1101 (a) of the Social

21
22

Security Act is amended to read as follows:
" (6) The term 'Administrator', except when the
1T. Ri. 6000-14
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context otherwise requires, means the Federal Security

2

Administrator."

3

(3) The amendment made by paragraph (1)

4

of this

subsection shall take effect October 1, 1949, and the amend
5ment made by paragraph (2) of this subsection, insofar as

6

it repeals the definition of "employee", shall be effective only

7 with respect to services performed after 1949.
8

(b) Section 1102 of the Social Security Act is amended

9 by striking out "Social Security Board" and inserting in lieu
10 thereof "Federal Security Administrator"
11

(c) Section 1106 of the Social Security Act is amended

12

to read as follows:

13

"cDISCLOSURnE OF INFORMATION IN POSSESSION OF AGENCY

14

"SEC. 1106. No disclosure of any return or portion of

15

a return (including information returns and other written

16

statements) filed with the Commissioner of Internal Revenue

17

under title VIII of the Social Security Act or under subehap

18

ter A or F of chapter 9 of the Internal Revenue Code, or

19

under regulations made under authority thereof, which has

20

been transmitted to the Administrator by the Commissioner

21

of Internal Revenue, or of any file, record, report, or other

22

paper, or any information, obtained at any time by the

23

Administrator or by any officer or employee of the Federal

24

Security Agency in the course of discharging the duties of

25

the Administrator under this Act, and no disclosure of any
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1 such file, record, report, or other paper, or information, ob
2 tamned at any time by any person from the Administrator or
3 from any officer or employee of the Federal Security Agency,
4

shall be made except as the Administrator may by regula

5 tions prescribe. Any person who shall violate any provision
6 of this section shall be deemed guilty of a misdemeanor and,
7 upon conviction thereof, shall be punished by a fine not
8

exceeding $1,000, or by imprisonment not exceeding one

9 year, or both."
10

(d) Section 1107 (a.)

of the Social Security Act is

11

amended bv strikino' out "the IFederal Insurance Contribu

12

tions Act, or the Federal Unemployment Tax Act," and

13

inserting in lieu thereof the following: "suibchapter A, C,

14 or F of chapter 9 of the Internal Revenue Code,".
15

(e) Section 1107 (b) of the Social Security Act is

16 amended by striking out "Board" and inserting in lieu
17

thereof "Administrator", and by striking out "wife, parent,

18

or child", wherever appearing therein, and inserting in lieu

19

thereof "wife, widow, former wife divorced, child, or parent".

20

(f) Title XI of the Social Security Act is amended by

21

adding at the end thereof the following new section:

22

"FURNISHING OF WAGE RECORD AND OTHER INFORMATION

23

"SEC. 1108. (a)

(1)

The Administrator is author

24

ized, at the request of any agency charged with the admnin

25

istration of a State unemployment compensation law, (with
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1 respect to which such State is entitled to payments under
2 section 302 (a) of this Act)~and to the exteiit consistent
3 with the efficient administration of this Act, to furnish to
4

such agency, for use by it in the administration of such law

5 or a State temporary disability insurance law administered
6 by it, information from or pertaining to records, including
7 account numbers, maintained by the Administrator in ac
8
9

cordance with section 205 (c) of this Act.
"(2)

At the request of any agency, person, or organ

10

ization, the Administrator is authorized, to the extent con

.11

sistent with efficient administration of this Act and subject

12

to such conditions or limitations as he deems necessary, to

13

furnish special reports on the wage and employment rec

14 ords of individuals and to conduct special statistical studies
15

of, and compile special data with respect to, any matters

16

related to the programs authorized by this Act.

17

"(b)

Requests under subsection (a) shall be complied

18 with only if the agency, person, or organization making the.
19

request agrees to make payment for the work or information

20 requested in such amount, if any (not exceeding the cost of
21

performing the work or furnishing the information), as may

22

be determined -by the Administrator.

23

make the payments for information furnished pursuant to

A State agency may

24 paragraph (1) of subsection (a) by authorizing deductions
25

from amounts certified by the Administrator under section

201
1302 (a) of this Act for payment to such Sta~te.

Payments

2 for work performed or information furnished pursuant to this
3 section, including deductions authorized to be made from
4

amounts certified uinder section 302 (a) , shall be made in

5 advance or by way of reimbursement, as may be requested
6by the Administrator, and shall be deposited in the Treasury
7 as a special deposit~ to be. used to reimburse the appropria.
8 tions (including authorizations to make expenditures from
9the Federal Old-Age, Survivors, and Disability Insurance
10

Trust Fund) for the unit or units of the Federal SecurityI

11

Agency which performed the work or furnished the infor

12 mation.
13

" (c) No information shall be furnished pursuant to this

14

section in violation of section 1106 or regulations prescribed

15 thereunder."
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CONSTITUTIONAL ASPECTS OF AN ELECTIVE
SYSTEM OF SOCIAL SECURITY AS TO CERTAIN
UNCOVERED GROUPS
This memorandum deals with the question of the constitutionality
of covering the self-employed group under social security on an elective
basis.
It is the opinion of the staff that if the self-employed person elects
to come into the system, he is bound by all of the provisions of the
act, including the requirement that he make contributions to the fund
in the form of taxes. He cannot after having elected to accept the
provisions of the law, and such benefits as.it gives, escape its burdens
by asserting that it is unconstitutional.
The case of Booth Fisheries v. Industrial Commnission. (271 U. S.
208) appears to support this conclusion. That case involved the
Wisconsin Compensation Act, which was not obligatory but gave the
employers the right to elect to become subject to it. Failing to elect,
an employer was not bound to respond in a proceeding before the
Industrial Commission but might await a suit for damages for in
juries or wrongful death and make his defense at law before a court
and jury. An employer who elected to come under the act questioned
its constitutionality. The Supreme Court held:
In view of such an opportunity for choice, the employer who elects to accept
the law may not complain that, in the plan for assessing the employer's compensa
tion for injury sustained, there is no particular form of judicial review. This is
clearly settled by the decision of this Court in Hawkins v. Bleakly (243 U. S. 210,
216).
More than this, the employer in this case having elected to accept the provisions
of the law, and such benefits and immunities as it gives, may not escape its bur
dens by asserting that it is unconstitutional. The election is a waiver and estops
such complaint. Daniels v. Tearney (102 U. S. 415); Grand Rapids & I. R. Co.
v. Osborn (193 U. S. 17).

This doctrine has been applied not only in the case of State statutes
but also in the case of Federal statutes.
In Fahey v. Mallonee (332 U. S. 255) the constitutionality of one of
the provisions of the Home Owners' Loan Act of 1933 was challenged.
That part of the opinion of the Court dealing with this question is as
follows:
The Long Beach Federal Savings and Loan Association was organized in 1934
under § 5 of the Home Owners' Loan Act of 1933, subsection (d) of which is now
sought to be declared unconstitutional.
The present management obtained a
charter which pr~ovided that the Association "shall at all times be subject to the
provisions of the Home Owners' Loan Act of 1933, providing for Federal savings
and loan associations, and to any amendments thereof, and to any valid rules
and regulations made thereunder as the same may be amended from time to
time," and that it might be "liquidated, merged, consolidated, or reorganized, ~as
is provided in the rules and regulations for Federal savings and loan associa
tions ***"In
1937; upon the Association's request, an amended charter
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was issued which likewise provided that the Association was to exercise its powers
subject to the Home Owners' Loan Act and regulations issued thereunder.
This is a stockholder's derivative action in which plaintiffs sue only in the
right of the Association. It is an elementary rule of constitutional law that
One may not "retain the benefits of the Act while attacking the constitutionalit~4
ofone of its important conditions."
United States v. San Francsc (31 U.I
16, 29). As formulated by Mr. Justice Brandeis, concurring in Ashwander v.
Tennessee Valley Authority (297 U. S. 288, 348), "The Court will not pass upon
the constitutionality of a statute at the instance of one who has availed himself
of its benefits."
In the name and right of the Association it is now being asked that the Act
under which it has its existence be struck down in important particulars, hardly
severable from those provisions which grant its right to exist. Plaintiffs chal
lenge the constitutional validity of the only provision under which proceedings
may he taken to liquidate or conserve the Association for the protection of its
members and the public. If it can hold the charter that it obtained under this
Act and strike down the provision for terminating its powers or conserving its
assets, it may perpetually go on, notwithstanding any abuses which its manage
ment may perpetrate. It would be intolerable that the Congress should endow
an association with the right to conduct a public banking business on certain
limitations and that the Court at the behest of those who took advantage fromt
the privilege should remove the limitations intended for public protection. It
would be difficult to imagine a more appropriate situation in which to apply
the doctrine that one who utilizes an Act to gain advantages of corporate existence
is estopped from questioning the validity of its vital conditions. We hold that
plaintiffs are estopped, as the Association would be, from challenging the pro
visions of the Act which authorize the Board to prescribe the terms and conditions
upon which a conservator may be named.

Another case, supporting the same conclusion, was rendered by the
Tax Court then known as the Board of Tax Appeals.
The Tax Court of the United States in the case of Henry Cappellini
(14 B. T. A. 1275) stated that one canno0t take advantage of a statute
and then question its constitutionality. lit that case, the petitioner,
a transferee of the assets of a corporation, sought a redetermination
of a deficiency asserted against him in a proceeding before the Tax
Court. The petitioner's only right to appeal his case to the Tax
Court was derived from section 280 of the Revenue Act of 1926. He
invoked this section to get before the Tax Court and then questioned
the constitutionality of the statute. The Tax Court stated thatconstitutional rights may be waived (citing cases), and if any constitutional
rights of petitioners are violated by section 280 they have waived them by in
voking the proceedings permitted.

Objection has been made to the voluntary system also on the ground
that it will be difficult to enforce the collection of the employer's con
tribution in case he fails to make payment through summary proceed
ingS, like distraint. This objection is not, believed to be well taken.
if the self-employed individual elects to come into the system, it is
believed that his contribution after he comes in can be collected like
any
compulsory contribution; that is, in the same manner as a
tax. Tn Booth Fisheries v. Industrial CJommission, already cited, the
Supreme Court said:
In view of such an opportunity for choice, the employer who elects to accept
the law may not complain that in the plan for assessing the employer's com
pensation for injury sustained, there is no particular form of judicial review.

Moreover, collection of a tax by means of distraint, with a right to
sue for refund upon payment of the tax, has been held not to be a
denial of due process under the Fifth Amendment (Murray's Lessee v.
Hobolken Land Improvement Company (18 How. 272)).
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Furthiermore, in Phillips v. Commissioner of Internal Revenue (283
U. S. 589) the Supreme Court upheld the right of the Commissioner
to assess and collect by summary proceedings the amount of the
liability of a transferee at law or in equity incurred by reason of
receiving property of a delinquent taxpayer. This liability is not A
tax and prior to the enactment of the Revenue Act of 1926 was, col
lectible only by suit. Ad valorem penalties which are added to the
tax can be collected also by summary proceedings (McDowell v,,
Heiner, 15 F. (2d) 1015, cert. den. 273 U. S. 759). This will be true
in the case of the amount of the self-employed's contribution under a
voluntary system. It can be collected in the same manner as if it
were a tax even though it is not a tax for the self-employed has con
sented to having it so collected by electing to come within the socialsecurity system. Its collection in the same manner as a tax would
be necessary in order to make the social-security system effective.
Therefore, it would be within the power of Congress to collect such
contribution in the same manner as social-security taxes are collected
(Phillips v. Commissioner, 283 U. 5. 504).
There are some who argue that even if the self-employed cannot
attack the constitutionality of the, act, it may be attacked by other
persons covered into the fund under a. compulsory system, on the
ground that their interest in the fund is being depleted by paying
benefits to others who were not originally included. But their
interest in the fund is not believed direct enough to enable them to
maintain such an action. They must show they have been damaged
to maintain such an action.
In Ashwander v. Valley Authority (297 U. S. 288) Mr. Justice
Brandeis in a concurring opinion with the majority stated thatThe Court will not pass upon the validity of a statute upon complaint of one who
fails to show that he is injured by its operation.

In Massachusetts v. Mellon (262 U. S. 448) the Court held the party
who contests the statute must show not only that the statute is
involved but that he has sustained some direct 'injury as a result of its
enforcement and not merely that he suffers in some indefinite way in
common with people generally. This case involved thd Maternity
Act of November 23, 1921, which authorized appropriations to be
-apportioned among such of the States as shall accept and comply
with its provisions for the purpose of cooperating with them to reduce
maternal and infant mortality, etc. Two suits were brought to
restrain the enforcement of the act. One by the State of Massa
chusetts and the other by a citizen of that State.. In both cases the
Court refused to grant an injunction. (See also Fairchildv. Hiughes,
258 U. S. 126, in which the Court affirmed the dismissal of a suit
brought- by a citizen who sought to have the nineteenth amendment
declared unconstitutional.)
We also wish to point out that it is difficult to distinguish from A
constitutional standpoint between the election to be accorded tax.7
exempt institutions and State employees and that which might be
accorded to self-employed. To hold that the voluntary system is
valid in one situation and not in the other, so far as collection of
contributions in the form of taxes are concerned, appears wholly
inadmissible.
There is, however, one problem which will require careful consider
ation under an elective system. If it should be'held that the election

4

SOCIAL SECURITY-UNCOVERED, GROUPS

created vested rights, protected by the fifth amendment, the election
should be so worded as to provide for future amendments to the act.
In Lynch v. United States (292 U. S. 571) the Supreme Court held
unconstitutional the act of March 20, 1933, repealing- all laws granting
or pertaining to yearly renewable term insurance granted 'under the
War Risk Insurance Act:
Policies of war-risk insurance, though not made for gain, are legal obligations
possessing the same legal incidents as other contracts of the United States.
They create vested rights, protected by the~Fifth Amendment. And while,
under the principle of immunity of a sovereign from- suit without its consent,
the United States may at will withdraw the remedy from an obligation, the repeal
in the act of March 20 was "intended to take'away the right," and is invalid,
under the due process clause, to affect existing contracts.

Therefore, as a precautionary measure, it might be desirable to have
the election cover future amendments, as was done 'in the charter of
the Long Beach Federal Savings and Loan Association organized
under the Home Owners' Loan Act. of 1933.
In conclusion, there may be some who will contend that the contri
bution of the self-employed if collected like a social-security tax, will
be considered separate and apart from the benefits paid, and that,
therefore, looking at the taxing statute alone, it cann~ot be held that
the self-employed has received a benefit. However, it is not beli~ved
that this objection is well taken. The entire social-security taxes
collected for old-age insurance are appropriated as soon as collected to
the social-security fund. This change was made in the 1939 amend
ments to the Social Security Act. Therefore, there'is a direct relation
ship between the taxes collected and the benefits received. That the
1939 change is free from constitutional attack, even though there is a&
tie-in between collection of social-secilrity taxes and the payment of
benefits, is evident from the decision of the Supreme Court in the
case of the CincinnatiSoap Company v. United States (301 U. S. 308).
That case related to the provisions of the Revenue Act of 1934 im
posing a tax of 3 cents per pound upon the first domestic processing
of coconut oil, but taxes collected with respect to coconut oil coming
in from the Philippines were placed in a se' arite fund and paid to them
Treasury of the Philippine Islands, so long as the Philippine Govern
ment did not provide any subsidy to be paid to the producers of
copra, coconut oil, or allied products. The Court upheld the exaction
ats a valid tax in spite of the fact that it was paid into a separate fund
for the Treasury of the Philippine Islands. With respect to this
feature, the Supreme Court stated:
Standing apart, therefore, the tax is unassailable, It is ~said to 'be bad because
it is earmarked and devoted from its inception to a specific purpose. But if the
tax, qua tax, be good, as we hold it is, and the purpose specified be one which
would sustain a subsequent and separate appropriation made out of the general
funds of the Treasury, neither is made invalid by being bound to the other in the
same act of legislation.
The only concern which we have in that aspect of the
matter is to determine whether the purpose specified is one for which Congress
can make an appropriation without violating the fundamental law. If Congress,
for reasons deemed by it to be satisfactory, chose to~adopt the quantum of receipts
from this particular tax as the measure of the appropriation, we perceive no
valid basis for challenging its power to do so.
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This memorandum has been prepared by a group organized to study
the problem of the definition of "employee " for the purpose of old-age
and survivors insurance. The group consists of Mr. Colin F. Stain,
chief of staff of the Joint Committee on Internal Revenue Taxation;
Mr. Leonard J. Calhoun, formerly chief of the social security technical
staff of the Ways and Means Committee; and Mr. Fred W. Peel and
Mr. Russell E. Train, members of the staff of the joint committee.
The group has conducted a series of discussions on the subject with
members of the legal staffs of the Treasury, the Federal Security
Agency, and the Bureau of Internal Revenue.
The memoirandum has been prepared on the assumption that in
defining "employee" the committee intends
1. That any new definition shall not exclude as an employee
any individual who is an employee under the present definition;
2. That any new definition shall continue to be used for three
purposes:
(a) OASI employer and employee taxes and benefits;
(b) Federal unemployment compensation tax; and
(c) Federal income tax withholding;
and that it will be equitable and practical for each such use; and
3. That the question of whether general groups or categories
of individuals should be subject to OASI taxes and entitled
to OASI benefits as employees or as self-employed should be
decided by Congress and not left to administrative and court
discretion.
Under these assumptions the conclusions 'ofthis study are as follows:
1. It would be practical to extend the definition of the term
"temployee" to include some of the border-line groups not included
in the term under the usual common-law definition.
2. The economic reality test is an uncertain basis for extending
the term "employee" to include groups not now covered by the
common law.
3. if the existing statutory definition, based on the usual
common-law rule, fails in the judgment of the comimittee to
cover as "employee" any particular groups who should be so
covered, statutory language can be prepared to include such
groups as "employees."
EFFECT OF H. R. 2893 ON THE DEFINITION OF "EMPLOYEE"

Section 409 of H. R. 2893 would repeal sections 1 and 2 of Public
Law 642, Eightieth Congress (H. J. Res. 296), repealing the following
definition of "employee" in sections .1426 (d) and 1607 (i) of the
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internal Revenue Code and section 1101 (a) of the Social Security
Act:
The term "employee" includes an officer of a corporation, but such term does
not include (1) any individual who, under the usual common-law rules applicable
in determining the employer-employee relationship, has the status of an inde
perndent contractor or (2) any individual (Uexcept an officer of a corporation) who
is not an employee under such common-law rules.

If section 409 of H. R. 2893 were enacted the words defining "em
ployee" in the statute would be as follows:
The term "employee" includes an officer of a corporation.

Under this latter definition the Supreme Court held, in the Silk and
Greyvan cases, on June 16, 1927, that the term "employee" was not
limited to employees as defined by the common law, stating:
The Social Security Agency and the courts will find that degrees of control,
opportunities for profit or loss, investment in facilities, permanency of relation
and skill required in the claimed independent operation are important for decision.
No one is controlling nor is the list complete.

Presumably repeal of sections 1 and 2 of Public Law 642, as proposed
by section 409 of H. R. 2893, would leave the definition of "employee"
dependent on interpretation of the Silk and Greyvan opinions, as
quoted above. Prior to enactment of Public Law 642, the Treasury
issued proposed regulations as a result of these Supreme Court cases
stating:
Whether the services performed by an individual constitute him an employee
as a matter of economic reality or an independent contractor as a matter of
economic reality is determined in the light of a number of factors, including the
following (although their listing is neither complete nor in order of importance):
(1) Degree of control over the individual.
(2) Permanency of relation.
(3) Integration of the individual's work in the business to which he renders
service.
(4) Skill required of the individual.
(5) Investment by the individual in facilities for work.
(6) Opportunities of the individual for profit or loss.
***
The absence of mention of any factor, fact, or element in these
regulations in this part should be given no significance, since the Nation's economy
is blanketed with many forms of service relationship, with infinite and subtle
variations in terms, which render impracticable an analysis applicable to all
situations.

Presumably this regulation, as a substitute for the present regula
tion, would again be proposed by the Treasury if section 409 of
H. R. 2893 were enacted. Uncertainty as to the scope of the economic
reality test of the existence of the employer-employee relationship,
as set out in the proposed regulations quoted above, led to enactment
of Public Law 642, which specifically limited the definition of "em
ployee" to the usual common-law test. This test is set out in the
present regulations which is based primarily on the existence of either
the right to control or actual control over the individual as to the
details and means of performance of the services in question.
THE BORDER-LINE GROUPS

Objection to the present common-law test is based principally on
the assertion that the courts have applied it so narrowly as to exclude
from old-age and survivors' insurance taxes and coverage a large
number of individuals whom it would be practicable and desirable to
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treat as "employees" for OASI purposes. On the other hand, repeal
of the common-law test and introduction of the economic reality test
might result in inclusion within the definition of "emiployee" of in
dividuals who would be treated more properly as self-employed.
Rather than introduce the economic reality -test, with its unfore
seeable scope, it would be advisable for the committee to consider
each of the principal groups for which an employee status has been
urged. After the committee's decision is reached as to whether or
not OASI coverage as employees is practicable and desirable for
individuals in each of these major groups, the definition of "employee"
can be drafted to carry out the committee's intention.
The Federal Security Agency has presented a list of groups, with
estimates of the numbers involved, whose status it feels might be
affected by the substitution of the economic dependency test for the
present definition. In order to provide a practical basis for the com
mittee's co-isideration these groups are listed in t6,ble I and the
principal characteristics of the more important groups are briefly
described below. The listing includes only those groups which the
Federal Security Agency has categorized as "border line." Qther
groups conceded to be independent contractors today might fall into
this twilight zone as a result of future administrative and judicial
decision if the economic dependency test were adopted.
TABLE I.-Coverageof workers on border line of wage employment and self-employment

Border-line group

Etmtd Estimated
Estmatedo
coverage if
wumbers
Public Law
632repealed2

Total---------------------------------------------------------Outside salesman in manufacturing and wholesale trade ------------------Taxicab operators----------------------------------------------------Insurance, salesman:
Ordisnary life-----------------------------------------------------Fire, theft, and casualty -------------------------------------------House-to-house salesmen----------------------------------------------Private-duty nurses ---Owner-oprtr f leased truicks--------------------50,000
Indus trial-home0r woorkers ----------------------------------------------Entertainers ------------------------------Newspper vendors addsrbtr-----------------22,000
con.t~rac1t loggers ----------------------------------------------------Mine lessees
--------------------------------------------------------Journyman tailors------------------------------------------------
Subcontractors,hbuilding repairs and alterations--------------------Contract filling-station operators--------------------I

1, 283,500

500,000-750,000

444,000
150,000

220,000
150,000

60,000
96,000
370, 000
75,000

60,000
0
70,000o
0
()

40,000
36,000
17, 500
10,000
200,000

40,000
10,000
()

8,750
10,000

()

I These figures were Inserted in the record of the hearings before the Senate Committee on Finance on
H,. J. Res. 296 (80th cong.) by Oscar R. Ewing, Federal Security Administrator. None of these workers
would be covered under Public Law 642.
2These figures were supplied by Harold Packer, Assistant to the General Counsel, FSA. They repre
sent the number of workers excluded from coverage by Public Law 642. Where the number is less than
the total in the preceding column, the balance would not be covered under either Public Law 642 or the
Supreme Court test of economic dependency.
This figure excludes part-time salesmen and salesmen who sell several different lines. If they were in
cluded, the figure would approach 1,000,000, but such salesman would not be covered under any existing
test.
4'Note that these truck drivers would be covered under the common-law test but were excluded by the
Supreme Court under the economic reality test because of their substantial investment in facilities.
5Excluded by News Vendors Act.

(1) Outside salesmen in manufaturing and wholesale trade.-The
Federal Security Agency estimates that about 440,000 of these sales
men are not covered as employees under the usual comm-on-law rules
of whom about 220,000 could be covered under the economic reality
test. Generally speaking, the latter are city and traveling salesmen
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who are paid on a commission basis, without a salary or guaranty.
Typically they cannot sell products of competing companies, are re
quired to cover assigned territories periodically, and they are re
quired to call on regular customers of their companies. Their rela
tionship is terminated if their sales do not meet the expectations of
their principals. Testimony before the committee indicatcd that
roughly half the salesmen of this type are presently covered as "em
ployees." There should be little administrative difficulty in covering
this entire group as described above.
(2) Taxicab operators.-Betweensalaried taxicab operators who are
employees and taxicab operators who own their own cabs and operate
independently the following range of relationships exists:
(a) Taxicab operators who operate company-owned cabs and
are compensated by a percentage of their receipts, implying an
accounting to the company for receipts.
(b) Taxicab operators who operate company-ow-ned cabs which
they lease from the company for specified amounts on an hourly,
daily, or weekly basis, retaining all receipts; and
(c) Taxicab operators who own their own cabs and operate
them under a company's name, paying the company for various
services furnished, such as the right to use cab-stand concessions,
call boxes, and so forth.
The Federal Security Agency estimates that there are 150,000 lessee
taxicab operators who are not considered employees under the conmuon
law test, but who would be covered under the economic reality test.
No indication has been given as to the status of the (c) group above
under the economic reality test.
(3) Life-insurance salesmen.-The Federal Security Agency esti
miates that there are 60,000 full-time life-insurance salesmen, and that
the majority are not considered employees under the common-law test.
No estimates have been furnished as to the number of part-time lifeinsurance salesmen. Life-insurance salesmen are compensated typi
cally by commissions, including renewal fees. Some of them maintain
their own offices and others operate out of company or general agents'
offices. In some instances they handle life insurance for several coinpanic.
The insurance companies have records of commissions paid
the salesmen.
(4) Flire-, theft-, and casualty-insurance salesmen.-The Federal Se
curity Agency estimates that there are 96,000 full-time fire-, theft-, and
casualty-insurance salesmen in addition to part-time salesmen. Typi
cally these salesmen maintain their own offices and handle insurance
for several companies. The Federal Security Agency has indicated
that such salesmen would not be considered employees under their
interpretation of the economic reality test.
(5) House-to-house sa~lesmen.-The Federal Security Agency esti
mates thatr there are around 1,000,000 house-to-house salesmen and
that of these some 7 percent sell for only one company on a full-time
basis and would be covered under the economic dependency test.
Firms whose products are sold by house-to-hiouse salesmen have
two general forms of arrangement, with these salesinen-the so-called
dealer-type arrangement and the commission-type arrangement.
Under the dealer-typ'e arrangement the agcent buys the goods and
resells them. Under the commission-type arrangement the price
received by the company is usually a list'price less a percentage. The
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salesman gets the balance of whatever purchase price he charges.
Business is normally transacted in one of two ways-goods are
,shipped to the customer, usually on a c. o. d. basis, and he pays the
amount due the company, or the goods are sent to the salesman and
he'remits the amount due the company.
In any event, the salesman t pically receives for his efforts the
difference between the total sales price he charges the customer
and the amount which is paid the company. Typically also under
both dealer- and commission-type arrangements retail prices are
suggested and sometimes such prices are advertised, but the salesman
is not obligated to sell at any specified price, and the firm has no way
of knowing his actual gross return from sales. It is unusual for a
salesman to receive any commission from the company.
As indicated by the testimony of the Federal Security representative
and by several direct-selling company representatives, only a small
percentage of house-to-house salesmen work on a full-time basis.
Mr. J. M. George, on behalf of the Association of Direct Selling
Companies, testified that these companies follow the same methods
that existed long before social security, that a very wide variety of
,products are sold, and that many salesmen are housewives, persons
temporarily out of their normal jobs, superannuated persons, and
others who for one reason or another do not wish to assume the
obligations of an employee, or who can find no one who would assume
the obligations of being their employer.
The salesmen are free in deciding when they shall sell and whom
they shall solicit. Very frequently those wvho work full time carry
several lines for several companies and all are free to do so. They
are free-lance operators, select their own prospects, develop their own
customers, and frequently shift in the particular lines they are selling.
It is possible for a company to do business on the basis of selection,
training, supervision, and control of house-to-house salesmen, and
two or three national companies and probably a considerable number
of local retailers have done so. These have the advantages and dis
advantages of operating through employees and are in a position to
comply with the withholding-tax laws. 'The dividing line between
these companies aiid the typical firms above discussed is that these
companies exercise a direct and substantial control over the time,
place, and extent of the salesman's activities, comparable to that
exercised by the typical wholesaler over his traveling and city
salesman.
(6) Private-duty nurses.-The Federal Security Agency estimates
that there are 75,000 private-duty nurses not presently covered as
employees, but indicates that they would not be considered employees
under the economic reality test. These nurses are paid for their
services by their patients and are generally considered members of
a profession.
(7) Owner-operatorsof leased trucks.-The Federal Security Agency
estimates that there are 50,000 of these truckers who operate sub
stantially full time for extended periods for a single principal. Whule
these truckers are subject to varying degrees of control as to the per
formance of their services, often suficient to meet the common-'law
test, the Silk and Greyvan cases indicate that their investment in
their facilities for work will usually be determinative in holding them
not to be employees under the economic reality test.
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(8) Industrial home workers.-The Federal Security Agency esti
mates that there are 40,000 industrial borne workers. These workers
generally contract to (l0 specific work in their homes within specified
times on materials furnished them. In some instances the work may
be (lone by other members of the family in addition to the individual
contracted with. They are paid on a piece work basis. The LaborDepartment asserts jurisdliction over their conditions of work on the
grounds that they are employees, and has furnished Home Worker's
Handbooks to the companies contracting with them; these handbooks
to be kept by the workers with records of their work and compensation
maintained in them by the companies contracting for their work.
(9) E-ntertainers.-TheFedleral Secuirit~yAgency estimates that there
are 36,000 entertainers in the twilight zone between employees and,
indlependent, contractors, 10,000 of which would be considered ern
,ployces under the economic reality test. These appear to be featured
entertainer's whose services are contracted for by theaters, night clubs,
and private parties. A problem also exists with respect to another
group of entertainers-musicians who arc members of bands. While
these band members are clearly employees, there is a question under
the common-law test as to whether they are employees of the band
leaders or employees of the theaters, night clubs, etc., who engage the
bands. In the Bartels case the Supreme Court held that these musi
cians may be employees of the band leaders and the band leaders may
be, independent contractors in spite of contract provisions purporting
to give the theaters, etc., the right to control the details of the per
forinance of their services.
(10) Gontract loggers.-The Federal Security Agency estimates that
there are 17,500. contract. loggers not now covered by OASI, of which
half would be covered by the economic reality test. These loggers
contract to cut down trees in certain specified areas with remuneration
on a piecework basis based on a specified amount per board-foot. In
some instances the contract loggers hire assistants for this work and in
some instances they have considerable investment in facilities 'for the
work. In other cases they do the work personally and own only
relatively simple and inexpensive tools.
(11) Al'ine lessees.-Tbe Federal Security Agency estimates that,
there are 10,000 mine lessees who would be covered by OASI as em
ployees under thce economic realityv test'. The mnine lessees lease
space in mines and sell their output, to the mine owners. They may
or may not employ assistants.
(12) Agent-drivers or route salesrnen.-The Federal Security Agency
made no estimate as to the number in this group who are not employees
undler the common-law test., Drve-. lts
operate on assigne(I routes
selling either the products or services of their principals t~o customers
on the route on a commission basis or as dealers. In some cases they
own their trucks, which may have been purchased on time from their
companies. Continuan~ce of their relationship typically is conditioned
on reziflar service of'their routes. Testimony before the committee
indicated that many agent dIrivers are not covered as. employees in
the fields of processed foods, laundry, milk, meat, bakery, soft drinks,
and alcoholic beverages. It is doubtful that agent-drivers- would be
considlered employees under the economic reality test where they
owned their own trucks, despite the existence of a considerable degree
of actual or implied control over their activities.
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If it is determined that certain of the groups listed above should be
treated as employees for purposes of old-age and survivors insurance,
it is believed that a workable statutory definition of the term "em
ployee" can be written to include them. In the case of the owneroperators of trucks, coverage could be extended simply by stating
that if an individual is an employee under the usual common-Jaw
rule he shall be an employee for social-security purposes. For other
groups the definition might utilize an additive approach, based on
the common-law definition of "employee" and adding certain other
specific groups by laying down tests of the employee relationship
which they meet. Or, if the definition of "employee" was very
broad, it would be necessary to provide limitations or exceptions to

exclude those categories of workers in the twilight zone whom the
committee decides are not to be treated as employees. It is believed
that a statutory definition can be prepared wvhich will define with
reasonable certainty the scope of the term "employee" when the
committee has made the necessary policy decisions.
ADMINISTRATIVE

CONSIDERATIONS

In considering the desirability of extending the present, definition
of "employee" to include additional groups there are a number of
practical problems which present themselves with respect to various
of the categories described above:
1. Inclusion within the definition of "employee" is not desirable for
individuals in service relationships of such a character that they can
not become unemployed and eligible for unemployment compensation.
For example, direct-selling companies typically never terminate their
contracts with any salesmen, and are in good times and bad eager for
additional salesmien sr, that the relationship ends, or is suspended,
only when the salesman ceases to turn in orders and the unemployment
compensation authorities can always offer him another job in the
same type of work.
2. Inclusion within the definition of "employee" may have in
equitable results with respect to groups where the person designated
as the employer knows only the iniiulsgross
compensation if
the spread between the individual's gross compensation and his net
compensation is so great that the gross compensation is no longer an
approximate measure of his actual remuneration. For example,
while a life-insurance company knows the gross commission received
by its salesmen, normally it does not know their net compensation.
If anl insurance salesman's expenses are small probably no great hard
ship would result from paying and withholding taxes on the basis of
the salesman's gross compensation. However, if his expenses are
substantial a tax on his gross compensation would be unrealistic and
capricious.
3. Inclusion within the definition of "employee" may be impractical
for some groups where it is impossible, under the normal business
relationship, for the designated employer to know the amount of
either the individual's gerosssor net compensation. For example, a
taxicab company which lases its cabs to drivers for a specific amount
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per day does not know what an individual cab driver's receipts are,. and
there is no-reason to believe that a taxicab company in such a situation
could obtain the correct information merely by ordering him to report
it. The cab driver would have an interest adverse to reporting his
receipts accurately, fearing that his daily rental would be increased
and, possibly, not desiring to subject himself to income-tax withholding
commensurate with his income. If the taxicab company and the
Treasury compromised on a rough average assumed income and ap
plied it to all the lessee cab drivers the results would be unfair to some
drivers and the principle of the self-assessing income tax would be
subverted, since drivers who earned more than the compromise ap
proximate average would be tempted not to report. their additional
earnings. Otherwise the taxicab company would be forced to give up
its normal method of lease operation and enter into a new relationship
putting its drivers on a straight salary or percentage basis and develop
ing techniques for checking their gross receipts. This would involve
assumption by the company of risks of fluctuations in its income on the
basis of the conduct of the drivers-whom the company may feel it is
impractical to control. Essentially, this would mean forcing a com
pany to assume employer control over individuals in an area where,
probably for good business reasons, the company has decided that
employer control is not practical.
4. Inclusion of some groups within the definition of "employee"
may create difficulties where typically the individuals to be treated
as employees may, themselves, select, hire, and fire employees of
their own. For example, bulk-oil-station operators and 1 'etail
gasoline-station operators normally hire employees of their own,
and covering such operators as employees of an oil company would
mean covering their employees as oil-company employees. This
would require withholding obligations both as to a bulk-station
operator and his employees which the companies could hardly comply
with under their present arrangements.
5. Inclusion of some groups within the definition of "employee"
may serve little social purpose where the compensation is likely to be
too small to enable the individuals to qualify for OASI or unemploy
mnent-compensation benefits or to result in any taxable income under
withholding. For example, this may be the case with respect to
homework of a casual nature.
A-B-c

TEST

In studying the problem of defining "employee" consideration was.
given to the A-B-C or threefold test used by some of, the States for
unemployment compensation purposes. This test, as frequently
drawn, sets three standards, all of which must be met, with the burden
of proof on the presumed employer, before an individual can be
treated as an independent contractor. Apparently, however, the
A-B-C test has been subjected to widely varying interpretations
,among the States which have used it, and its standards are stated in
such broad language as to be of doubtful help in determining the
status of any specific group.

DEFINTION OF "EMPLOYEE"

9

The A-B-C test of the employer-employee relationship generally
appears in State unemploYment-compensation statutes as follows:
That service performed by an individual for wages should be deemed
employment unless and until it is shown to the satisfaction of t~he
State administering agency thatA. The individual performing such service has been, and will
continue to be, free from control or direction of the performance
of his services, both tinder his contract of service and in fact; and
B. Such service is either outside the usual course of the business
for which such service is performed, or such service is performed
outside all the places of business of the enterprise for which it is
performed; and
C. The individual is customarily engaged in an independently
established trade, occupation, profession. or business.

APPENDIX
SIGNIFICANT FEDERAL COURT DETERMINATIONS OF THE EMPLOYER-
EMPLOYEE RELATIONSHIP

1. Actors
Held to be independent contractors and not employees under the
common-law t~est (Radio City Music Hall C'orp. v. U. S., 135 F. 2d
715 (1943)). The court found that, although there was a contractual
relationship existing with the producer who took steps to organize
the various acts into a single production, the producer gave the actors
full opportunity to perform without interference. Thus, under the
common-law test sufficient elements of control were not present.

,2. Automobile buyers
Held to be independent contractors and not employees under the
common-law test (Yearwood v. U. S., 55 'F Supp. 295 (1944)). This
decision was limi'ted to persons who purchased and traded automnobiles
,on the behalf of a used-car dealer under an oral contract with that
dealer. The buyers were not on a salary basis but shared the profit
or loss fromn each transaction with the dealer on a percentage basis.

3. Automobile service department operators
WV 0. Lakic. Inc. v. U. S. (70 F. Supp. 665 (1946)), held thiat the
lessee of a service department- situated on the premises of an auto
mobile dealer was in fact an employee of the dealer. The dealer
held himself out to the public to be the operator of the service f1acili
ties. He furnished the repair miaterials and exercised considerable
control over the operations, such as, for example, the priority to be
g~iven individual work orders. Rental payments were based on a
percenta~go of profits. The court found that the lease arrangement
was in reality a subterfuge to evade employment taxes.
Contra: Ertitner v. U. S. (67 F. Supp. 684 (1946)), which held on
similar facts that a bona fide lessor-lessee relationship existed.

4. Bootblacks
In Butler v. U. S. (61 F. Supp. 692 (1942)) the court held that a
shoeshine boy was an independent contractor and not an employee of
the barber shop in which he worked, because he was dependent enitirely
on tipos for his compensation. The proprietor of the barber shop
exercised no control over the boy.

6. Bulk-oil distributingplant operators
These individuals have been held consistently by the court-s to be
independent contractors under the common-law rule (Texas Co. v.
Higgins, 118 F. 2d 636 (1941); American Oil Co. v. Fly, 135 F. 2d 491
(1943); Glenn v. Standard Oil Co., 148 F. 2d 51 (1945); Orange State
Oil Co. v. Fahs, 52 F. Supp. 509 (1942); Gulf Oil. Corp. v. U. S., 57 F..
Supp. 376 (1944)).
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The operators usually agree to follow all general instructions of the
oil company an(1 are responsible to it for results. However, the
courts have refused to find elements of control sufficient to classify
them as "employees" under the common-law test. The operators
retain sole control over hiring and firing of their own employees and

pay all operating and advertising expenses.

Compensation is on a

commission basis.
6. Cemetery lot salesmen
In Beav;'rdale Memorial Park, Inc. v. U. S., 47 F. Supp. 663 (1942)
the court. held to be an independent contractor a cemetery sales agent
who hired and fired salesmen and paid their compensation out of his
own funds. The corporation did not reserve the right to fire the sales
men who were hired by the sales agent and hence they were held not
to be employees of the corporation.
7. Coal hustlers
Held to be, employees and not independent contractors (U. S. v.
Silk, 331 U. S. 704 (1947)). This decision was based on the economic
reality test. The same result was reached by a lower court in an
earlier case (Grace v. Magruder, 148 F. 2d 679 (1945), cert. den. 326
U. S. 720 (1945)). That court held in 1945 (2 years prior to the Silk
decision) that the common-law test was not controlling. Both courts
recognized the fact that these workers furnished their own tools but
found that the economic dependency of the hustlers was such that
they could not be classified as independent contractors.
Subsequent to enactment of Public Law 642 itwas held that itiner
ant laborers who stored coal sold by a retailer and delivered it to the
retailer's customers were employees (U. S. v. Kane, 171 F. 2d 54
(1948)). In reaching this conclusion in spite of the fact that the
laborers were paid by the ton and that the retailer exercised no con
trol over their physical performance, the court stated (at p. 59):
We are persuaded that the relationship of the coal jobbers to the debtor is
incompatible with the concept of independent contractors as that concept must
he drawvn from sections 1426 (d), 1607 (i), and the joint resolution, the Treasury
regulations made siince the resolution, and the decisions.

8. Coal truckers
These individuals, who owned their own trucks, have been held to
be independent contractors under the economic reality test even
though there are substantial elements of control present (Harrison
v. Or~eyvan Lines, 331 U. S. 704 (1947); U. S. v. Silk, ibid.). The
amount of investment was conclusive. Under the common-law test it
had been settled that owner-operators of tractors and trailers were
not employees because sufficient elements of control were not present
(U. S. v. Mutual Trucking C'o., 141 F. 2d 655 (1944)). They could
work if, wvlien, and where they pleased, even though they might work
at any one tim-e for a single dealer.
9. Co'ntractors
Obv'iously the private contractor who undertakes to build at a fixed price or on
cost-lplus a new plant on specifications is not an employee of the industry thus
served nor arc his employees (U. S. v. Silk, 331 U. S. 704, 712 (1947) (dictum)).

However, subsequent to the, Silk. decision it was held in a lower
court that. contractors who assembled, labeled, filled, and loaded fruit
boxes for fruit. growers ait a fixed rate per box were employees of the
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fruit growers and not independent contractors (FaA v. Tree-Gold Co-op
Growers of Fla., 166 F. 2d 40 (1948)). The contractors hired their
own employees. The court recognized that the growers exercised
little control over the contractors but found that the latter were
economically -dependent for their livelihood on the business of the
grower-S.
10. Dancers (taxi-)
Held to be employees of the dance-hall proprietor under the
common-law test (Mateovich v. Anglim, 134 F. 2d 834 (1943) cert.
den. 320 U. S. 744 (1943)). The proprietor had the right of discharge
and exercised control as to dress and place of work.
11. Deliverymen
In Willard Sugar Co. v. Gentsch (59 F. Supp. 82 (1944)), it was held
that deliverymen of a wholesale sugar company were employees under
the common-law test. The court reached this conclusion even
though the deliverymen owned their own trucks, maintained them at
their own expense, and hired their own helpers. It was found de
cisive that they worked full-time for one company and were paid a
fixed salary unconnected with the amount of deliveries made:' The
court stated that the terms of the contract were not conclusive in
determining the employer-employee relation.
12. Drugstorelicensees
When a company operating a chain of drugstores placed its stores
under the control of licensees, the licensees were held to be inde
pendent contractors under the commnon-law test (Nevin, Inc. v.
Rothen~sies, 58 F. Supp. 460 (1945), affirmed, 151 F. 2d 189). The
licensees bought the stores, fixtures, and inventory from the com
pany on credit. They could determine the type and quantity of
goods to sell but were required to buy all merchandise from the drug
company and use the company name.
13. Entertainers
Prior to Bartels v. Birmingham (332 U. S. 126 (1947)), the courts
held in the majority of cases that musicians were not employees of
the hiring establishment (Williams v. U. S., 126 F. 2d 129 (1942),
cert. den. 317 U. S. 655 (1942); In re Ten Eyckc Co., 41 F. Supp. 375
(1941); Los Angeles Athletic Club v. U. S., 54 F. Supp. 702 (1944);
Biltgen v. Reynolds, 58 F. Supp. 909 (1943); Nebraska Nat. Hotel Co.
v. O'Malley, 63 F. Supp. 26 (1945); cert den. 330 U. S. 827 (1947)).
These decisions were based on lack of control. However, in at least
two cases an employer-employee relationship was found to exist
(General Wayne Inn v. Rothensies, 47 F. Supp. 391 (1942); Haines
V. Kavanagh, 70 F. Supp. 705 (1947)). In both of t~hese cases the
proprietor of the establishment had the contract right to discharge
band members, and in the latter case he was authorized by the
contract to exercise control as to means and methods and 'as to
results accomplished.
In Bartels v. Birmingham, supra, the Supreme Court held that the
members of the band were the employees of the leader and that no
employer-employee relation existed between them or the leader and
the proprietor. The contract involved in the case specified that there
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was such a relation, and the circuit court of appeals, in applying the
strict common-law test, concluded that the members of the band and
the leader were employees because under the contract the ballroom
operator had the right to direct "what should be done and how it
should be done" (157 F 2d 295). The Supreme Court, on the other
hand, stated that the terms of the contract were not controlling and
decided after consideration of all the facts that there was not an
employee relation.

14. Filling-stationoperators
Lessee-operators of gasoline filling stations were held to be em
ployees of the lessor oil company in U. S. v. Wholesale Oil Co. (154
F. 2d 745 (1946)). The company owned the station and all mer
chandise. The operator was found to have no-right of independent
judgment in the management and operation of the business, notwith
standing the fact that the company had no right of discharge and
that the operator's compensation was fixed at a share of the profits.
It would seem that in reaching its decision the court departed from
the strict common law test. (Note that this decision was handed
down in 1946, or 1 year prior to the Silk case.)

15. Fishermen
Held to be independent contractors under the common law test
The fishermen involved
in this case sold fish to a salmon-packing company at a price fixed
by the company. The company deducted union dues according to
the terms of its contract with the fishermen's union. However, the
court found no control as to when, where, and how the latter should
catch fish or as to their conditions of work.

(Emard v. Squire, 58 F. Supp. 281 (1945)).

16. Flour brokers
Held to be independent contractors and not employees of a milling
company when found to represent several companies (Cannon Valley
Mill Co. v. Li. S., 59 F. Supp. 785 (1945)). The court found insuffi
cient elements of control.
Following enactment of Public Law 642 it was decided in Ewing v.
Vaughan (169 F. 2d 837 (1948)) that a flour salesman who upon his
retirement at 65 wvas given a brokerage contract under which he
worked on a fiat commission basis without direction from the company
as to the time or place of work was not an employee.

17. Golf professional
Held to be an employee to the extent that the golf club paid him a
fixed salary and an independent contractor to the extent that he ran
a golf shop for his own profit (Ridge C'ountry Club v. U. S., 135 F.
2d 718 (1943)).

18. Hlome workers
Held to be independent contractors because of lack of control under
common-law rules (Glenn v. Beard, 141 F. 2d 376 (1944), cert. den.
323 U. S. 724 (1944); Kentucky Cottage Industries v. Glenn, 39 -F.
Supp. 642 (1941)). These cases found that there was no supervision
over the work; work could not be withdrawn from a home worker
while it was being worked on within the time limit specified by the
contract; the workers were paid only on delivery of the finished prod
uct; the workers were free to work when they wished and were not
prohibited from engaging in similar work for others.
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The same result has not been reached in all the State courts con
cerned with interpretation of unemployment-compensation laws. In
Illinois, which has the threefold or A-B-C test rather than the commonlaw test, it was held that women engaged at home on a piecework
basis in making collars from materials furnished by a manufacturing
establishment were employees on 'the following grounds: (a) The
workers could be discharged; (b) a certain speed of production was
specified; (c) the services were in the usual course of the employer's
business; and (d) the workers were not engaged in an independent
business (Peasley v. Murphy, 44 N. E. (2d) 876). The same result
has been reached in New York which does not have the A-B-C test

(Andrews v. Commodore Knitting Mills, Inc., 13 N. Y. S. (2d) .577).
19. Ice-station operators

These individuals were held to be employees under common-law
rules (Your Ice Co. v. U. S., 57 F. Supp. 830 (1944)). The ice com
pany involved in this case entered into contracts with its station
operators whereby it purported to lease the stations to them, selling its
merchandise to each operator. However, the court found sufficient
control as to manner of operation and results obtained so that the
operators could not be termed independent contractors. Moreover,
compensation was paid in the form of a fixed wage.
20. Jockeys
Held to be independent contractors when hired through an agent
for individual races (Whalen v. Harrison,51, F. Supp. 515 (1943)).
21. Logging contractors
None are covered under common-law rules (Edens-Birch Lumber Co.
v. Sco field, 58 F. Supp. 268 (1944)). Following enactment of Public
Law 642, it was held, when a company owned a large amount of timber
land and contracted with 40 to 50 contractors to cut the timber and
these contractors in turn hired 500 to 600 men and provided their own
equipment, that the contractors were not employees (Crossett Lumber
Co-. v. U. S., 79 F. Supp. 20 (1948)).
22. M2tine lessees
Under the common-law test mine lessees have been held to be inde
pendent contractors (Anglim v. Empire Star Mines C'o., 129 F. 2d 914
(1942); C'ombinedMfetals Reduction C'o. v. U. S. 53 F. Supp. 739 (1943)).
They operate on a royalty basis. The owner furnishes tools and has
the right to inspect in the interest of safety and to insure conformance
with State laws. The lessee hires his own employees, although the
lessor normally can require the discharge of workers for cause.
23. N~ewspaper vendors
Newspaper -vendors were held to be the employees of the publisher
in Hlearst Publications v. U. S. (70 F. Supp. 666 (1946)). That de
cision was based ostensibly on the common-law rule. The vendors
involved in the case %verenot permitted by the publisher to sell com
peting publications although they could sell noncompetitive publica
tions and merchandise. Their profit was the difference between the
wholesale and retail price. However, the publisher guaranteed a fixed
minimum weekly profit which was somewhat in the nature of a wage.
The court found that there was no control over the detailed methods
of work, but held that the exercise of control would have been imprac
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tical in the type of work involved in the case and that control was
unimportant because there is only one way to sell a newspaper.
~4. Real-estate brokers
The court held in Broderick, Inc. v. Squire (163 F. 2d 980 (1947))
that real-estate brokers were independent contractors and not em
ployees within the Social Security Act. The agency exercised mini
mum control over the brokers, and the brokers paid their own broker
age licenses. The relationship was terminable either by the agency
or the broker, and the court found that the broker's opportunity for
profit and loss depended entirely upon their own initiative and skill.
The case was decided under the economic reality test.
25. Salesmen
(a) Outside salesmen 'in manufacturing and wholesale trade.-An ex
ample of the results reached under the common-law test as applied
to outside salesmen in the manufacturing and wholesale trade is found
in De Rae] Corp. v. U. S. (70 F. Supp. 264 (1947)). In that case the
salesmen sold the patented products of the taxpayer to ice-cream
manufacturers in a specified territory. They were required to devote
full time to the company's products. All orders were solicited subject
to the company's approval. The salesmen were required to furnish
a daily report. The company had the right to terminate the relation-.
ship upon breach of condition. Prices were fixed by the company
and compensation was on a commission basis, the commission being
credited to the salesmen on the books of the company. The salesmen
were reimbursed for their travel expenses. The court held that these
salesmen were independent contractors and not employees because
the company was interested in results and not in the manner and
details of performance.
However, even under the common-law test prior to the Supreme
Court rulings, some lower Federal courts held certain salesmen to be
employees. In Beckwith v. U. S. (67 F. Supp. 902 (1946)) the court
held that outside salesmen for a wholesale stationery company who
had office space on the premises of the company and who were com
pensated on the basis of 60 percent of the gross profit on sales to be
employees. The salesmen were subject to discharge. In Stone v.
U. 5. (55 F. Supp. 230 (1943)) salesmen for a brokerage company,
who procured orders subject to confirmation by the firm and who
were subject to discharge, were held to be employees. This case,
decided in 1943, indicates that the court gave considerable weight to
the economic dependency of the salesmen.
(b) House-to-house salesmen.-The application of the common-law
rule to this category of salesman can be found in McGowan v. Lazeroff
(148 F. 2d 512 (1945)). The salesmen involved in that case were
paid on a commission-only basis, furnished their own transportation
and were free to solicit sales when, where, and how they pleased.
The company had the right of discharge and the right to fix the
retail price of the goods sold. The court held that no employeremployee relation existed because the company had nor power to con
trol the method and detail of performance of the services.
An example of the contrary result reached under the economic
reality test is Tapager v. Birmingham (75 F. Supp. 375 (1948))
In that case salesmen engaged in the house-to-house selling and
renting of household furnishings for a dealer on commission at prices
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and terms fixed by the dealer were held to be employees as were
salesmen-collectors engag ed in collecting rentals. The salesmen
were subject to dismissal for cause. They were free of detailed control
and unrestricted as to territory covered. They used their own
automobiles and prescribed their own hours of work, some working
part-time and some engaging in other work at the same time.
(c) Life-insurance salesmen.-Industrial-insurance agents were held
to be employees under the Supreme Court test in Atlantic Coast
Life Insurance'Co. v. U. S. (76 F. Supp. 627 (1948)) even though free
from detailed control. In that case the salesmen were compensated
on a commission basis. They were required to make reports. The
court emphasized that, while the extent of the salesmen's com
pensation was unlimited in theory, their earnings were controlled
in fact through assignment of territory by the company.
26. Sawmill operators
Held to be independent contractors and not employees (Burrus v.
Early, 44 F. Supp. 21 (1942)). The operators involved in that case
felled logs, sawed the timber, and delivered rough lumber -to the tax
payer lumber company at stated prices per thtousand feet. They
hired their own employees and were subject to little or no supervision.
(See cases under Logging contractors above.)
27. Seamstresses
Seamstresses who made alterations in a ladies' retail garment store
without'supervision were held to be employees in U. S. v. Vogue, Inc.
(145 F. 2d 609 (1944)).
They supplied their own equipment and
received a percentage of the alteration charges. The court emphasized
that the alteration department was essential to the business. The
decision was handed down in 1944 at a time when the common-law
test was con~trolling.
28. Tailors (journeyman)
It was held in Schwing v. United States (165 F. 2d 518 (1948))
that journeyman tailors were employees (reversing 65 F. Supp. 227).
Under the facts of this case journeyman tailors put together and
finish cloth cut by custom tailors according to customers' measure
ments. Each journeyman tailor involved in the Schwing case did
this work at home or at his own shop, none at the taxpayer's place of
business. Each furnished and owned his own equipment, including
sewing machines, tables, irons, scissors, and so forth. The value of
such equipment was estimated by the upper court to average $40.
The taxpayer did not pay the tailors' rent, light, or heat. Each
tailor was paid on a piecework basis and there was no guaranty of
a minimum weekly wage or of a minimum quantity of work. The
tailors were not required to work solely for the taxpayer. Some of
them did similar work under similar arrangements with other mer
chants.
The court based its ruling that these tailors were employees on the
finding that they were dependent upon the taxpayer rather than on
the public at large for theirllielihood and that they had no opportunity
to profit other than through their labor.
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29. Taxicab operators
Woods v. Nicholas (163 F. 2d 615 (1947)) held that drivers who
bought their cabs from a cab company and thereafter paid a fixed fee
to the company were not employees even under the Supreme Court
test. Under the common-law test the driver who rents his taxi and
operates it at his own expense and as he sees fit is generally not an
employee but an independent contractor (U. S. v. Davis, 154 F. 2d 314
(1946)). A lessor-lessee relation was held to assist in Magruder v.
Yellow Cab Co. (141 F. 2d 324 (1944)). The court pointed out that the
company, by its methods of doing business and its public advertising,
may be estopped from denying liability to the public in negligence
actions, but that that fact does not necessarily establish an employeremployee relationship for OASL tax purposes. However, in Jones
v. Goodson (121 F. 2d 176 (1941)) the court held under the commonlaw test that an employer-employee relationship existed. In that case
the taxicab-operating company had the right to determine whether
the driver should work on the day or night shift, to determine which
cab he should drive if he operated a company-owned cab, to require
that the company's insignia and telephone number be placed on cabs,
to require that drivers purchase gasoline and oil from the company,
to require that drivers operate only within city limits, telephone the
main office hourly, maintain good accident records, be courteous and
presentable in appearance, and had the right to discharge drivers for
violations of the above requirements.
Under the Supreme Court test such operators were held to be em
ployees (Party Cab Co. v. U. S., 75 F. Supp. 307 (1947)). In that
case the drivers retained all fares and paid the cab owner a fixed
rate for the use of the cab and for gas and oil. They operated'under
hack and other licenses issued to the owner. The court held, that the
provision for retention of fares under the oral contract between the
drivers and the owner was in reality a method of wage payment. (The
Party Cab case was later reversed on the basis of Public Law 642.)
30. Trustees in bankruptcy
Held not to be the employee of the bankrupt (Gzgne v. Brush, 30 F.
Supp. 714 (1940)).
31. Watch repairmen
A watch repairman who occupied space in the taxpayer's jewelry
store under a parol contract was held to be an independent contractor
in Tidwell v. U. S. (63 F. Supp. 609 (1945)). H~e had full au
thority over all watch-repair work, used his own methods, set his own
hours, furnished his own tools and materials, and was compensated on
a percentage. basis.
A contrary result was reached in Gensler-Lee, Inc. v. U. S. (70
F. Supp. 675 (1946)), without reference to the earlier Tidwell case.
Watch repairmen were held to be employees of the corporate taxpayer
when they worked on a commission basis in jewelry stores operated by
the corporation. The court gave considerable weight to the Hearst
case, which, although prior to the Supreme Court rulings, departed
from the strict common-law test.
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SUMMARY

The definition of "employee" as tentatively adopted can be de
scribed in general as follows:
(a) Paragraph (1 cniustepsntnlusion
of corporation
officers in the tcrm "employee";
(b) Paragraph (2) is apparently intended to include as an
"temployee" any- individual who would be an employee under the
common law control test;
(c) Paragraph (3) in general is intended to include as an.
"cemployee" any individual who would be an employee under the
Supreme Court or economic reality test; and
(d) A limited group of door-to-door salesmen is excluded
speciifically by an exception to the proposed definition of "emi
ployment".
*Wehave attempted in this memorandum to analyze paragraphs (2)
and (3) of the definition and the exception referred to in (d) above.
PARAGRAPH

(2)

OF THE DEFINITION

Paragraph (2) of the definition includes in the term "employee"
Any individual who in the performance of service for any other person for
remnunera~tioni is subject to direction and control as to the mannrer and mneans of
performing such service, either uinder his contract of service or in fact;
(2)

Thus, the control element of the common-law test is isolated and
ma~de determinative of the existence of the employer-employee re
lationship -to the exclusion of all other factors, however relevant they
may be. The result is a test which may in some cases be narrower
and may in some cases be broader than that of the common law.
While the factor of control has been traditionally the most significant,
single element of the comminon-law rule, the courts in its application
have not construed the rule so as to foreclose consideration of all other
elements of t~he service relationship. For example, among the sig
nificant factors which have been considered by the courts, in addition
to that of control, as being indicative of an employee status have
been (a) payment of a fixed salary or wage,' (b) furnishing of materials
or tools, 2 (c) working full-time for one person or business,' and (d) fur
nishing of a place to work.' The Treasury regulations, which were
(1WillardSugar Co. v. Gent sc (59SF. Supp. 82 (1944)); Ridge Country Club v. United States (135 F'. 2d 718

(943)); Your lee Co. v. United States (57 F. Supp. 5.30 (19441).
2

11. D. Lakie, Inc. v-. United States (70 F. Supp. 605 (1916)).

3 W~illard Sugar Co. v. Gentsrth, supra.
4 Mlatcorcih v. Anglim (134 IF. 2d 834 (1943)): Beckirith v. United Statex (67 F. Supp. 9,02(1946)).
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continued in force by Public Law 642, stated, after setting forth the
control test:
The right to discharge is also an important factor indicating that the person
possessing that right is an employer. Other factors characteristic of an employer,
but not necessarily present in every case, are the furnishing of tools and the fur
nishing of a place to work to the individual who performs the services.

The extent to which paragraph (2) of the draft would limit the
courts and administrative agencies in examining such other elements
of the relationship cannot be 'predicted, but the proposed provision
does invite the danger that some individuals who are employees today
under the usual common-law rule might not be employees under para
graph (2) where the sole criterion is one of control. If such cases were
to arise, the status of the individuals affected would have to be rede
termined and possibly litigated.
It is equally true, moreover, that this paragraph, by making control
the sole criterion, may well result in the inclusion within the term
"lemployee" of individuals who are not employees toda~y uLnder the
usual common-law rules. Where there is control over the individual
performing the services, the individual would be an employee under
paragraph (2) irrespective of the effect of other relevant factors.
This result is in accord with the committee decision to overrule the
Greyvan case (Harrisonv. Greyvan Lines, Inc., 331 U. S. 704 (1947)).
In that case the Supreme Court held that owner-operators of trucks
were independent contractors in spite of the considerable control
exercised over them by the taxpayer. The Court found the sub
st'antial investment of the truckers in their facilities for work to be
controlling. This reasoning was based upon application of the socalled economic reality test. Under paragraph (2), if the taxpayer
company exercises considerable control over the drivers, they will be
employees in spite of their ownership of their own trucks. It should
be noted, however, that the lower court in the Greyvan case reached
the same result as did the Supreme Court, but did so through~applica
tion of the common-law rules and not through, the economic reality
test. The circuit court of appeals foiind that elements of control
were present, but it also found that the truckers 'Were free to hire and
control their own 'helpers. This fact the court found decisive in
ruling the truckers to be independent contractors. (156 F. 2d 412
(1946)). Under~paragraph (2), the court would be precluded from
considering this additional factor, even though the issue of control
alone could not be clearly determined. Therefore, the committee
should recognize that, in reaching the immediate goal of overruling
the Supreme Court in its application of the economic reality test in
all situations where there is exercise of control, it has gone con
siderably further and may have also overruled the courts in their
application of the usual common-law rules.
It is difficult to predict the long-run implications of such action.
For example, there may be a danger that the result in the Crossett
Lumber case (Crossett Lumber Co. v. United States, 79 F. Supp. 20
(1948)) will be changed. That case held, under the common-law
rules;, that logging contractors were not employees. The court, after
giving consideration to the control question, also gave weight in its
decision to the fact that the logging contractors concerned hired their
own employees and had large capital investment represented by trncks
and cutting equipment. If these additional factors are, to be ignored
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under paragraph (2), then this result may have to be redetermined.
This possibility that paragraph (2) may include some groups as em
ployees who are not so included todfay should be approached with
caution, inasmuch as no limitations or exceptions have been made
applicable to this paragraph.
A second criticism of the wording of paragraph (2~)arises from the
ambiguity of the words "subject to direction and control." The
words "subject to" may be broader than either the existence of the
right to control or the actual exercise of control. The words "subject
to direction and control" could be construed to include a situation
where the principal does not have a right to control under the con tiact
and has never, in actual fact, exercised control, but where it may be
argued that he has an "economic power" to control because of superior
economic resources and superior bargaining power. The phrase "sub
ject to direction and control" appears in the present regulations, but
in such a way as to indicate that a broad, economic power interpreta
tion clearly is not intended. No such limitation appears in the
proposed draft.
The Bartels case
The use in paragraph (2) of the phrase "whether under his contract
of service or in fact" is intended to reverse the Bartels decision. In
that case the Supreme Court held that the leaders' of name bands
were in fact the employers of the musicians in their bands in spite of
the fact that the entertainment operators who hired the bands had
signed contracts which set forth their right to control the musicians
in the bands. Paragraph (2), on the other hand, would require the
Bureau of Internal Revenue to look at the contract without reference
to the actual economic facts of the relationship in any such case.
However, there is a technical difficulty in using the phrase "under
his contract of service or in fact," because under that provision the
Treasury could proceed against either the entertainmnent operator or
the band leader, or both, in the Bartels type of situation, inasmuch as
both appear to be employers within the wording of paragraph (2),
the entertainment operator being an employer under the contract
and the band leader being an employer in fact. It may be safe to
assume that the Treasury would proceed only against the entertain
ment operator, but under the wording of paragraph (2) the band leader
would have to rely at his own risk on the hope that the Bureau would
not proceed against him.
Recommended cha'nge in paragraph(2)
In concluding this discussion of paragraph (2), it is suggested that
the following draft be adopted in order to remove the ambiguities of
wording inherent in the present draft, in order to eliminate the un
certainty of result in! requiring control to be the sole operative
element of the common-law rule, and, finally, in order to insure that
the status of individuals now covered under that rule need not be
redetermined:
(2) Any individual who, under the usual common-law rules applicable in
determining the employer-employee relationship, has the status of an employee,
an express Drovision in the contract of service that such status exists to be con
clusive of the existence of such status in every case where the service performed
under that contract constitutes employment as defined, in section 1426 (b);
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Paragraph(3) of the defin~ition
Paragraph (3) is phrased as follows;
(3) Any individual who in the performance of service for any other person
for remuneration is not engaged in an independently established trade, business,
or profession of the same nature as that involved in the contract of service. as
determined from the combined effect of: (A) Degree of control over the individual,
(B) permanency of the relationship, (C) integration of the individual's work in
the business to which he renders service, (D) skill required of the individual, CE)
investment by the individual in facilities for work, and (F) opportunities of the
individual for profit or loss.

A major objection to this draft is that individuals could be treated
as employees regardless of the circumstances surrounding the par
ticular service relationship in question. For example, if X, an
independent retail merchant, contracts to build a house for Y, X is
automatically an employee of Y by virtue of this paragraph, simply
because X is prima facie not engaged in an independently established
business~of the same nature as that involved in the contract of service,
in this case'that of building- houses. X would be an employee even
though all six of the factors listed in paragraph (3) might show him
to be an independent contractor if they were applied to the particular
job of building the house for Y.
Under the Supreme Court ca~ses and under the Treasury regulations
proposed last year, the six factors were to be applied to a particular
service relationshin in order to determine whether or not an employee
status existed in respect to that relationship. In paragraph (3), how
ever, the issue is not the particular service relationship, but whether
or not the individual has an independently established business of the
same nature as that involved in that relationship. Several of the factors
become. quite ambiguous when applied to this question. For ex
ample, factor (B), "permanency of the relationship", had reference
in the proposed regulations and in the Supreme Court decisions to the
particular job in question, but, as used in paragraph (3), it is impossible
to tell what relationship is referred to.
Paragraph (3) is phrased in such a manner that those engaged in
independently established businesses are an exception from its terms.
Since an exemption is to be construed narrowly under the accepted
rules of statutory construction, any uncertainty remaining after appli
cation of the six factors in paragraph (3) would be resolved in favor of
the conclusion tha~t the individual is an employee. This rule that
exemptions are to be narrowly construed is illustrated by the cage of
Phillips.Co. v. Walling (324 U. S. 490 (1945)), where the Supreme
Court, in construing an exemption from the wage-and-hour provisions
of the Fair Labor Standards Act, stated, "Any exemption from such
humanitarian and remedial legislation must therefore be narrowly
construed, giving due regard to the plain meaning of statutory lan
guage and the intent of Congress. To extend an exemption to others
than those plainly and unmistakably within its terms and spirit is to
abuse the interpretative process and to frustrate the anno~inced will
of the people." This rule of construction applied to paragraph (3)
would make everyone an employee who is not "plainly and unmis
takably" within the terms of the exemption for those engaged in
independently established businesses.
In view of the rule of interpretation laid down in the Walling case,
the phrase "as determined by the combined effect of" in paragraph
(3) may be construed to mean that all six of the factors must indicate
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the existence of an independently established business. Where some
of the factors might point toward an employee status the individual
concerned would not be "plainly and unmistakably" engaged in an
indepenadently established business. Where any doubt exists, under
the Walling case the individual would have to be ruled to be an
employee. For example, application of the six factors to an automobile
dealer results in a majority of these factors pointing toward an em
ployee status, so it could certainly not be said by an application of
these factors that he was "clearly and unmistakably" in an inde-.
pendently established business.
Another peculiar consequence in paragraph (3) of copying the six
factors from the proposed regulations without changing the way in
which they are phrased is that it would appear from the wording of
paragraph (3) that control, permanency, integration, skill, investment,
and opportunities for profit and loss all point toward the conclusion
that the individual is an employee. In fact, the intention is that
three of the factors, skill, investment, and opportunities for profit and
loss, shall point toward the opposite conclusion-that the individual is
engaged in an independently established business.
If it is the desire of the committee to spell out the six factors of the
economic dependency test in the definition and to include as employees
all individuals which that test would include, many of the ambiguities
in the present phrasing of the definition can be eliminated by changing
paragraph (3) to the following:
(3) any individual who is not an employee under paragraphs (1) or (2) of this
subsection but who, in the performance of service for any other person for re
muneration, has the status of an employee, as determined by the combined
effect of (A) control over the individual, (B) permanency of the relationship,
(C) integration -of the individual's work in the business to which he renders
service, (D) lack of skill required of the individual, (E) lack of investment by
the individual in facilities for work, and (F) lack of opportunities for the individual
for profit or loss, except that an employer-employee relationship shall not be
deemed to exist for the purposes of this paragraph where such an individual is
engaged in an independently established business of the same nature as that
involved in the contract of service.

This draft would not, however, cure many of the fundamental defects
in paragraph (3) which are described in this memorandum.
Interpretationof the six factors in paragraph (3)
Probably the best indication of the administrative interpretation
which will be placed on the six factors listed in paragraph (3) is the
discussion of them which is found in the proposed regulations which
were issued by the Treasury after the Silk and Greyvan cases and
before enactment of House Joint Resolution 296.
Control
It is clear from the proposed regulations that "degree of control" is
not meant to be limited to control of the type ordinarily associated
with the usual common-law definition of employee. The proposed
regulations stated that "control" as an indication of economic depend
ency included, in addition to the exercise of control and the right to
control, the "power" to control. This latter is an extremely broad
concept of the word "control," since a powver to control might be
inferred from the economic strength or weakness of the parties even
though the contract of service contains no right to control and no
control is, in fact, ever exercised.
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Permanency
Permanency of the relationship is supposed to indicate that the
individual is an employee. By "Permanency" is meant continuity of
the relationship. It is clear from the proposed regulations that
permanency may exist even though the service is part time or occa
sional, so it is likely that permanency would be inferred even in a
relationship where services are performed as a series of isolated, inter
.nittent acts on a part-time basis.

Integration
The integration factor is perhaps the most general and inclusive
of the elements listed in paragraph (3) of the definition. In describing
integration in -the business of the person served the proposed regula
tions stated that it might be established from the fact that services,
even though not essential, are performed "in the course of such
business," or from the fact that the services affect the good will of
the business, are carried out under license of the business, are carried
out on the business' premises, or are carried out with tools or equip
ment furnished by the business.
As interpreted by the proposed regulations, the integration factor
itself involved virtually as many problems as the basic question of
whether or not the individual is an employee. In fact the proposed
regulations tended to show that the integration problem could not be
solved until it was first determined whether or not the individual in
question was an employee of the business.

Skill
The factor of skill is of extremely limited value in determining the
existence of an independently established business. There are in
numerable examples of skilled employees and unskilled independent
businessmen, but the factor of skill, as used in paragraph (3) of the
definition, is meant to point toward existence of an independently
established business. As interpreted by the proposed regulations,
the skill factor was unique in that the absence of skill was a more
important factor than the presence of skill, i. e.:
usually the absence of skill points more clearly toward an employer-employee
relationship than the presence of skill points toward an independent contractor
relationship.

Investment
The proposed regulations listed as elements in evaluating the
importance of investment by an individual its "reality," its "essen
tia'lity," and its "adequacy." "Adequacy" was explained as meaning
that the individual's investment must be sufficient for him to perform
the services in question independently of the facilities of others.
"R eality" was explained as meaning that little weight would be given
to investment by an individual in equipment which he purchased on
time from the person for whom the services are performed where the
individual's equity in the equipment wvas small. "Essentiality"
apparently meant that the investment must be essential to the
services. An example of the wvay in which the essentiality require
ment would be applied is shown by the statement of a Treasury

ANALYSIS

OF DEFINITION OF EMPLOYEE

7

representative before the Finance Committee last year regarding the
investment by a salesman in an automobile:

I think the truck is much more an essential part of the busiine:s of the trucker
than the. automobile to the salesman. 'Many salesmen may operate without ail
automobile. In fact, it is probably not required.
No indication was given in the proposed regulations as to the size an
investment would have to reach in order to be considered significant..
Opportunities.jorprofit or loss
As the factor of opportunities for profit or loss was interpreted
by the proposed regulations, it was little more than a repetition of the
investment factor. The proposed regulations stated, " 'Profit or loss'
generally implies the use of capital. * *
~" And! it was stated
that mere opportunity for higher earnings does not imply profit or
loss "Without capital as a, material income-producing element." If
utilization of capital is essential to the existenc~e of the profit or loss
factor, then it would generally be operative only where the investment
factor had already been shown.
Application of the six factors
In most doubtful situations some of the six factors wvill point each
way, and under paragraph (3) it would be irmplossible. to focecast
which factors would be controlling when they conflict.. Ti practice
it is likclv that such conflicts would be resolved by the tax admiinistra
tors through an intuitive approach, based on ansort of a "feeling" or
intuition as to the correct result-an approach tbat is contrary to time
principle of certainty in tax sta~tutes
Under paragraph (3) there would be no guide, or standard by which
the six factors could be applied. In the Silk and Greyvan
scass the
Supreme Court used as a guide what it judged to be the purpose of
the act-broad social-security coverage. However, if 01(1-age and
survivors insurance is provided for the self-employed broad coverage
will be accomplished without extensions of the definition of emiployee,
so this standard would no longer be of use in applying the economic
dependency test. Coverage for the self-employed would reduce the
problem of defining employee to a problem of defining tax liability,
but, under paragraph (3), the courts and the administrators would be
precluded from considering the practical aspects of determining the
amount of compensation and withholding OASI taxes from it in
doubtful cases.
In laying down the economic dependency test both the Supreme
Court and the proposed Treasury regulations left the door open for the

development of new factors in future cases.

However, it was pointed

out that the scope of the definition could never be predicted as long, as
new factors could, be added without notice, so paragraph (3) of the
definition limited consideration to six specified factors. It was
anticipated that this would avoid uncertain tax consequences, but this
may prove to be a handicap to the taxpayer in many cases. For
example, the fact that an individual is free to hire helpers in perform
ing the services contracted for deserves to be treated as a factor
indicating an independent contractor status. Other factors which
should be given independent consideration and weighed along with the
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six factors listed in paragraph (3) include the form or method of com
pensation, the fact that the services are performed on a part-time
basis, the fact that similar services are performed for competitors, the
fact that similar services are offered to the public at large, the fact that
the individual exercises individual judgment or initiative in performing
the services, and the fact that the relationship is consistent with the
customs and usage of the business and is not merely a tax-avoidance
scheme. If it is argued that these factors and others are covered by
the six factors already listed in paragraph (3), then it is, clear that
paragraph (3) has failed to give certainty of scope to the economic
dependency test and that the six factors are themselves so broad that
there is no foreseeable limit to the factors which may be introduced
under paragraph (3).
EXCEPTION

TO THE DEFINITION

Paragraph (18) of the definition of employment contains a specific,
narrowly defined exception to the definition of employee:
(18) Service performed by an individual in the sale or distribution of goods or
commodities for another person, off the premises of such person, under an arrange
ment whereby such individual receives his entire remuneration (other than prizes)
for such service directly from the purchasers of such goods cr commodities, if such
person makes no provision (other than by correspondence) with respect to the
training of such individual for the performance of such service and imposes no re
quirement upon such individual with respect to (A) the fitpess of such individual
to perform such service, (B) the geographical area in which such service is to be
performed, (C) the volume of goods or commodities to be sold or distributed, or
(D) the selection or solicitation of customers.

This exception is designed to exclude house-to-house salesmen who
are hired indiscriminately in large numbers and are compensated out
of the amounts they receive from their customers. Any control over
these salesmen, regardless of its degree, with regard to either their
fitness, their territories, the amount of service to be performed, the
selection of customers, or the method of soliciting customers would
violate the terms of this except~ion and, presumably, mean that the
salesmen would be treated as employees. The Federal Security
Agency has indicated that only about 60,000 of the estimated 1,000,000
house-to-house salesmen would be covered as employees under the
Supreme Court test, but it is extremely doubtful that 940,000 of these
salesmen would meet. the terms of the narrow exemption contained in
paragraph (18) of the definition of employment.
Under the accepted rules of statutoryic'onstruction by which the
existence of an exception serves to exclude the implication of other excep
tions, the narrow exception for outside salesmen implies tha~t all other
outside salesmen are to be treated as employees. Since the exception
the prem
*off
is phrased in terms of "sale or distribution **
ises," it concerns the whole field of outside salesmen, although it is
improbable that anyone other than house-to-house salesmen could
meet the terms of the exception. As a result, the exception carries
an implication, not merely that all house-to-house salesmen who fall
to meet. its terms are employees, but also that all others who sell goods
but who fail to meet its terms are employees.
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CONCLUSION

This memorandum contains a tentative revision of paragraph (3) of
the definition which would remove many of the technical difficulties in
the present phrasing of that paragraph. Even if paragraph (3) were
adopted in this revised form, however, the principal objections to it
would still remain. It is the opinion of the staff that paragraph (3)
of the definition adopts a method of extending the definition of
employee which is basically undesirable because it is too uncertain
in its scope and because it will extend the definition of employee to
include groups for whom it would be impractical, if not impossible,
to demand an accounting for remuneration or tax withholding from it.
Assurances by present administrators of the voluntary limits which
they will place on interpretation of the broad provisions of paragraph
(3) will not be bindini for the future, and the Federal Security Agency
and the Treasury will not be in a position to limit the scope of para
graph (3) if the courts decide to place a wider interpretation on it.
The issue could be litigated, in spite of the attitude of the adminis
trative agencies, by individuals suing for benefits or for establishment
of wage credits or to avoid a tax on the self-employed.
Even if paragraph (3) is construed as being no broader than the
economic dependency test outlined in tho'proposed regulations pub
lished to interpret the Silk and Greyvan cases, its scope would be
virtually unknown. The Federal Security Agency states as its present
opinion that the economic-dependency test would extend the definition
of employee to include the following groups who are considered inde
pendent contractors under the common law:
Outside salesmen in manufacturing and wholesale trades ------------- 220, 000
Lessee taxicab operators ---------------------------------------Full-time life-insurance salesmen --------------------------------House-to-house salesmen---------------------------------------Industrial home workers ---------------------------------------Entertainers------- ------------------------------------------Contractiloggers ----------------------------------------------Mine lessees -------------------------------------------------Journeymen tailors--------------------------------------------Subcontractors, building repairs and alterations ---------------------

Contract filling-station operators-------------------------------

150, 000
60, 000
70, 000
40,000
10,000
8,750
10, 000
(1)
(1)
(1)

I Numbe unknown.

It is highly probable that the economic-dependency test would also
extend the definition of employee to include the following:
Neighborhood newspaper correspondents;
Part-time life-insurance salesmen and at least some fire, theft, and
casualty insurance salesmen;
Real-estate salesmen on a commission basis, either full time or
part time;
Bulk-oil distributors;
Gasoline-station operators;
Subscription agents for periodicals.
Examples of application of the six factors of the economic dependency
test to some of the more important groups of individuals who a-re
independent contractors unmder the common law are contained in
appendix A.

APPENDIXES
APPENDix

A

APPLICATION OF THE DEFINITION TO SPECIFIC SITUATIONS

The implications of the general language of the definition can be
clarified somewhat by application of the definition, particularly para
graph (3), to typical situations which are beyond the scope of the usual
common-law definition of employee. The seivice relationships de
scribed here are based primarily on testimony from the Ways and
Means Committee hearings on H. R. 2893 and from the Finance
Committee hearings on House Joint Resolution 296 in 1948.
1. LIFE-INSURANcE

SALESMEN

(a) Full-time life-insurance agents in company offices
A typical service relationship in the life-insurance field is that of the
full-time agent who solicits applications primarily for one company
and is compensat~ed solely on a commission basis. He is not controlled
as to the details and means by which he solicits insurance and is not
required to devote a specified number of hours to the work, but it is
presumed that this work will be his principal activity. The applica
tions he obtains are subject to approval by the insurance company.
He occupies office space. provided by the company, and the company
may provide him with stenographic assistance, telephone facilities,
forms, ratebooks, and advertising facilities. Such an agent may deal
directly with the insurance company, or he may deal with'a general
agent of the insurance company. lie may have the privilege of offer
ing insurance applications to other companies in the event that his
company or general agent declines to insure the prospect.
Most of the factors listed in paragraph (3) of the definition, when
applied to such an agent, would indicate that he is an employee of
either the insurance company or the insurance company's general
agent. Although he is i~ot subject to sufficient control over the
details and means of his work to fall within the common-law concept
of an employee, he is controlled in some degree. He meets the test
of permanency of the relationship since his arrangement with the
company or general agent contemplates a continuing relationship.
He is clearly integrated in the business of the insurance company and
also in the business of the general agent, if he deals with a general
agent, since the soliciting of insurance contracts is an integral part of
the insurance business. A considerable degree of skill may be em
ployed by the agent in soliciting insurance contracts, and this might
point toward his being engaged in an independently established
business, but the regulations proposed by the Treasury last year state
that "usually the absence of skill -points more clearly toward an
10
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employer-employee relationship than the presence of skill points
toward an independent contractor relationship." In the situation
described above, the agent would have no appreciable investment in
facilities for work with a possible exception of his automobile, and
testimony of Treasury officials indicates that ownership of an auto
mobile by a salesman is to be given little or no weight in considering
the investment factor. Since the agent does not sustain his own
office overhead, he has little opportunity for loss but, of course,
opportunity for profit is virtually unlimited and is dependent almost
completely on his own ability and energy.
(b) Full-time life-insurance agents in inependent offices
Another type of life-insurance agent is the agent who works fulltime, primarily for one company, and is compensated on a commis
sion basis, but who maintains his own office, paying his own rent,
telephone, and stenographic expenses.
This agent is also subject to a certain degree of control. In terms
of his contract, he may be subject to the same control as the agent
who works in a company office, but as a practical matter it is un
likely that the same degree of supervision is exercised over him. His
arrangement with the life-insurance company or general agent con
templates the same permanency of the relationship as the arrange
ment of a life-insurance agent in a company office, and he is equaly
integrated in the work of t-he insurance company to which .he renders
service. His skill is no greater or less than that of the agent who
operates out of a company office. He -may have a slightly greater
investment in the facilities for work if he owns his own office furni
ture. It is probable that he rents his office, and it is not clear whether
the investment factor is meant to include overhead expenses such as
rent and wages or merely to apply to capital investment. This agent
has Somewhat more opportunity for loss than the agent who operates
out of a company office, since his commissions may fail to cover his
overhead expenses. His opportunities for profit are the same.
(c) Part-time life-insurance agents
A fairly typical situation in the life-insurance field is the agent who
works only part time and is compensated solely on a commission
basis. He may sell life insurance as an adjunct to an independently
established business in another field such as the real-estate business,
or he may sell life insurance as an adjunct to his activities as an
employee, such as the bank employee who sells life insurance to the
bank's customers as a side line. Possibly the part-time life-insurance
agent is engaged primarily in a non-money-making activity such as
attending school. In the latter case, he may operate out of a .company
office and utilize facilities furnished by the company.
The six factors listed in paragraph (3) do not provide a basis for
distinguishing part-time life-insurance agents from full-time life-insur
ance agents. Both are subject to the same degree of control. There
is permanency in the relationship in both cases, since the part-time
agent may continue to sell insurance for the company over a long
period of time. In the case of some insurance companies, it might
be argued that solicitation by part-time agents is not such an integral
part of the company's business, since they depend primarily upon
full-time agents, but the act of soliciting insurance is certainly an
integral part of the company's business, and in the case of at least
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one large life-insurance company it is understood that its system of
soliciting insurance is based primarily on part-time agents who are
engaged primarily in other types of work. The skill required of the.
agent is the same, regardless of whether he works full-time or part-.
time. The agent has little or no investment in facilities for work in
either case, if investment in his automobile is excluded. The parttime agent probably has less opportunity for loss through failure to
meet overhead than the full-time agent who maintains his own office,
but is in the same position in this respect as the full-time agent who
operates out of the company office. All of the agents are alike in
that their opportunity for profit is dependent on their own ability
and energy.

(d) Agents who sell both life insuranceand fire and casualty insurance
At least one major insurance company contracts with its agents to
solicit both life insurance and fire and casualty insurance. In other
respects the company's relationship is similar to that in the three
typical situations described above.
In terms of permanency of the relationship, integration, skill,
investment, and opportunities for profit and loss, the situation of this
agent does not differ because he solicits fire and casualty contracts as
well as life-insurance contracts for his company. There is. apparently
considerably less control exercised by the ordinary fire and casualty
insurance companies over agents who engage full time in the fire and
casualty field than there is over agents who engage full time in the
life-insurance field. It would probably require a subjective analysis
of the attitude of both the company and its agents to determine
whether a company which sells both life insurance and fire and
casualty insurance treats the agents as though they were life-insurance
salesmen or as though they were fire and casualty salesmen.
2. OUTSIDE SALESMEN IN THE MANUFACTURING AND WHOLESALE
TRADE

The outside wholesale salesmen who are not treated as employees
under the usual common-law rules are the city and traveling salesmen
who sell at wholesale to retailers.. operate off the company's premises,
and are compensated on a commission basis. These salesmen are
ordinarily assigned to specific territories, are required to sell mer
chandise at the price set by the company, and their relationship with
the company may be terminated at short notice. The company
reserves the right to accept or reject orders sent in by the salesmen.
The company fills the salesmen's orders by shipping directly to the
customers and billing the customers directly. The salesmen receive
their compensation from the company. The salesmen are not con
trolled as to the details and-means by which they cover their territories,
but in the ordinary case they are expected to call on regular customers
with a fair degree of regularity, and if their sales fail to meet the
expectations of the company they may expect the relationship to be
terminated. These salesmen may in some cases be required to make
periodic reports to the company on their activities, and they may be
required to attend sales meetings and to report at the company's
offices periodically.
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Salesmen of the type described above are subject to a considerable
degree of control, although it may not be sufficient to meet the usual
common-law rules. Permanency of the relationship is contemplated
and in the ordinary case it may be assumed that they are closely
integrated -in the business of the company they serve. In some cases,
however, it is possible. that, the salesm~n. are not integrated in the
business of the company if the company sells primarily by mail or
through its own retail outlets and merely supplements this principal
activity by contracting with one or two wholesale snlesnmen. In
such an instance the relationship of the salesman to the company
might be exactly the same as the relationship of a salesman to a com
pany which depended primarily on wholesale salesmen, but from the
poit
o th o copay
viw
te itegatin o th slesman's work
migh
esscompete
befar
A onsierale dgre ofskill in the art
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the tan n atoobie.The salesman
has little opportunity for loss unless the overhead expenses on his
automobile exceed his commissions. He has a considerable oppor
tunity for profit in the short run, although the company may limit
his opportunity for profit by reassigning territories, raising prices, or
lowering commissions if the salesman's profits appear to be dispro
portionately high.
S. HOUSE-TO-HOUSE

SALESMEN

(a) Commission~salesmen

The typical house-to-house salesmen are compensated on a com
mission basis and are not subject to control as to the details and
means by which they perform their work. They furnish their own
transportation and operate off the premises of the companies for
whom they sell. A large proportion of these salesmen do not engage
in house-to-house selling as their principal means of livelihood. They
may be housewives, retired persons, persons between jobs, or students.
It is unusual for these salesmen to receive any part of their compensa
tion from the companies for whom they sell. Ordinarily they receive
the purchase price of the articles they sell from their customers,
deduct their own commissions, and remit the balance to the company,
or they may receive only a part payment from their customers which
is equivalent to a commission. In the latter case they simply send
the order to the company, and it is filled by c. o. d. shipment to the
customer for the balance of the purchase price. In most instances
these salesmen are not assigned exclusive territories and are not
required to make reports to the companies on their activities.
Typically, they may handle commodities for several different com
panies, including competing lines. A distinguishing characteristic of
the usual house-to-house selling arrangement is that the companies
are eager to add to theit sales forces with little or no regard for the
qualifications of the salesmen and do not ordinarily terminate their
relations with salesmen because of failure to meet minimum sales
quotas. Termination of the relationship is a voluntary act on the
part of the salesmen and is accomplished without formal notice,
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merely by failure to send in more orders. The turni-over among
house-to-house salesmen for a company is usually high, and the
average sales per salesman are typically quite low.
Under the proposed definition some house-to-house salesmen would
be specifically exempt under an exception to the definition of employ
mnent. This exception is closely circumscribed and is applicable only
to salesmen who meet the following conditions: (1) The salesman must
work off the premises; (2) the salesman must receive his entire remu
neration directly from his customers; (3) no provision may be made
other than by correspondence for training the salesmen; and (4) no
requirement may be imposed upon the salesmen with respect to: (A)
his fitness; (B) his territory; (C) the amount of service to be performed;
or (D) the selection or solicitation of customers. The terms of this
exception would not be met if the salesman were given a training course
regardless of its duration and regardless of whether or not it was
voluntary. The terms of the exception would not be met if the sales
man took orders for a, company but failed to collect from the cus
tomers, receiving his commission from the company instead. TJhe
terms of the exception would not be met if the salesman were limited
to a specific area even though this area was not his exclusive territory.
It is doubtful if the terms of the exception would be met if the com
pany imposed a minimum requirement on the salesman such as re
quiring that he be 18 or 21 years of age.
The implication of the specific exception from the definition of em-.
ployment described above is that house-to-house salesmen in general
come within'the proposed definition of employee. Since such sales
men are clearly not subject to direction and control as to the manner
and means of performing services, their inclusion within the definition
of employee must be under paragraph (3). With respect to the factors
listed in paragraph (3) house-to-house salesmen are usually subjected
to little or no control, but it would probably be assumed that per
manency was contemplated with respect to any one relationship of this
type, in spite of the fact that the experience of companies in the direct
selling field indicates that the average relationship of this type, is
highly impermanent. As a class house-to-house salesmen are, of
course, highly integrated in -the business of firms who depend upon
house-to-house selling as their main outlet, but it is difficult to see
how any individual house-to-house salesman can be considered as
being closely, integrated in the business of the company he serves since
experience indicates that his selling activities are likely to be imperma
nent and casual. The skill required of individuals engaged in houseto-house selling is a matter of opinion. In some individual instances
persons may make this their life work and become highly skilled at it,
but it is likely that in most cases the house-to-house salesmen are not
highly skilled. Investment of individuals in the work of house-to
house selling varies greatly. Some salesmen may invest in automo
biles or trucks for their work and some may carry large stocks of goods.
Others may work on foot and may be equipped only with a catalog
and an order book. Since the companies ordinarily have no direct
contact with their house-to-house salesmen, it is difficult to see how
they could know the investments of their individual salesmen. The
house-to-house salesmen as a general rule have little opportunity for
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loss from this type of activity but their opportunity for profit is
relatively great since they may work as hard as they like, utilize any
selling methods they may devise, and sell for as many companies* as
they wish.
(b) Dealer salesmen
House-to-house dealer salesmen differ from house-to-house com
mission salesmen in one significant respect. The dealers buy their
stocks of commodities and resell them to their own customers. In
many respects they are similar to ordinary retail merchants but they
sell house-to-house instead of selling at an established location. A
typical dealer arrangement was described in both the 1948 Finance
Committee hearings and the 1949 Ways and Means Committee hear
ings by a representative of the Fuller Brush Co. The Fuller Brush
men are dealers who buy from the company at wholesale prices less
recognized discounts and sell at their own retail prices. The company
recommends resale prices (which are advertised nationally), but the
company states that these prices are not binding on the dealers.
When~ the dealers sell on credit the company does not assume their
credit losses. The dealers are free to sell articles manufactured by
other companies. The dealers are assigned exclusive territories under
1-year contracts which the dealers may terminate at 20 days' notice
but which the company is not free to terminate. While these con
tracts are not assignable, the company's representative stated that
some dealers operate their territories through their wives or other
members of their families or through employees. The company
makes selling suggestions to the dealers but states that these are op
tional. The company also states that it is optional with each dealer
as to whether or not he attends the meetings which are held on sales
manship. The company maintains a system of district, field, and
branch managers.
House-to-house dealers of the type described above would not meet
the terms of the exception to the definition of employment since the
companies make provisions for training these salesmen and assign
them specific territories. Application of the six factors listed in
paragraph (3) of the proposed definition to these house-to-house
dealers indicates that they are subject to little control, permanency
of the relationship is contemplated, they are closely integrated in
the businesses whose commodities they sell, and the degree of skill
in selling attained by these individuals varies widely. These salesmendealers may have a considerable investment in inventories but these
inventories may have been obtained on credit from the companies
whose commodities they sell. This raises an important question
of interpretation with respect to the word "investment" in the pro
posed definition. It is not known whether or not assumption by a
dealer of liability to pay for commodities which he has ordered on
credit amounts to an investment in facilities for work within the
meaning of the proposed definition. These dealers clearly have an
opportunity for profit or loss in the same manner as ordinary store
keepers unless it should be held that the practice by companies of
allowing dealers to turn back goods they are unable to sell removes
the opportunity for loss.
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4. AGENT-DR1vERS

Agent-drivers are commission salesmen who drive trucks on regular
-routes selling processed foods, laundry, milk, bakery products,
bcvcrages, etc. inisomqeinstan-ces these dri~vers own their own delivery
trucks although the trucks usually carry the name of the company for
whom the drivers sell. W~here the drivers own their own trucks it is
typical for them to negotiate their purchase through the companies and
pay for them by installments. While these drivers are not subjected
to the same degree of control as salesmen who work on the premises,
they operate on assigned routes and are normally required to cover
their routes at regular intervals. In some instances the actual hour at
which they are required to commence work in t~he morning is specified.
The prices at which they sell are ordinarily set by the companies and
they .are not permitted to sell competing products. From testimony
by representatives of groups of agent-drivers before the Ways and
Means Committee it would appear tha~t many of these drivers should be
treated as employees under the usual common-law control test
realistically applied.. It is doubtful that application of the six factors
listed in paragraph (3) of the proposed definition would greatly im
prove the opportunities of these drivers to be covered as employees.
While perinanent relationships are contemplated and the individuals
are integrated in the businesses of the companies they serve' the degree
of skill required for this type of work is probably contro,versial and
the fact that these drivers may own their own trucks and are paid on a
commission basis would t~end to show that they were engaged in
independently established businesses because of their investment and
their opportunities. for profit or loss.
5. REAL ESTATE SALESMIEN

ON A COMMISSION BASIS

Real estate salesmen on a commission basis do not ordinarily
maintain a regular office routine and do most of their selling off the
premises of the real estate brokers with whom they are affiliated.
They pay their own sales expenses and buy their own brokers' licenses.
Ordinary deposits on real estate sales are placed in an escrow account
and the commission is divided between the broker and the salesman
when the sale is closed. Since these salesmen are compensated entirely
on the basis of the sales they produce, in many cases the brokers may
be willing to continute the relationship without regard to any minimum
performance by the salesman. Many of these salesmen work only
part time.
Examination of the, relationship of real estate salesmen in the
light of the six factors listed in paragraph (3) of the proposed definition
indicates that the degree of bontrol exercised over them is relatively
slight. Permanency is contemplated in theisr relationship although
the activities within that relationship may- be sporadic.
Their
integration in the business of real estate br~kers may vary greatly
in, invididual instances depending on the extent to which the broker
relies on commission salesmen for his sales~ 'While' some real estate
salesmen are highly skilled, it cannot be said that skill is an important
requirement for entering this type of work since many people act as
real estat~e salesmen in periods between regular employment or
perhaps merely to exploit a wide circle of acquaintances. Investment
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of real estate salesmen in facilities for work is likely to be negligible
unless the investment by the salesman in his own automobile is
counted. These salesmen have little or no opportunity for loss but
their opportunity for profit is great, since the returns on this type
of work are highly variable.
6. ADVERTISING

SOLICITORS

It is a frequent practice for small daily or weekly newspapers to
contract with local citizens to solicit advertising, subscriptions, and
job printing on a commission basis. Tlhese solicitors may devote only
part of their time to this work and are not controlled as to the manner
and means of their soliciting.
These advertising solicitors may be held to be employees under
paragraph (3) of the proposed definition despite the fact th~at they are
subject to little or no control. Although the services may be inter
mittent and part time, permanency of the relationship is contemplated.
In cases where most of the newspaper's advertising or subscriptions
are through part-time solicitors on a commission basis, these solicitors
would be closely integrated in the business of the newspapers. Little
or no skill is required for this type of work, and it is unlikely, that the
solicitors have any investment in facilities for this work. These solic
itors would have virtually no opportunity for loss, and in cases where
soliciting advertising or subscription was a minor activity on their
part they would have little opportunity for profit.
7. TAXICAB

DRIVERS

(a) Drivers of teased cabs
Drivers of leased cabs ordinarily operate on a day-to-day basis,
renting cabs from a cab company for specified amounts per day.
They are compensated by the difference between the rental they pay
the company and the a-mount they take in during the day in cab
fares. In general they are free to pick up fares where they choose,
Althou'gh'they may utilize the cab stands and call boxes furnished by
th~e company. Cabs are operated under the company's name. The
drivers may be required to observe printed rules issued by the
company.
Under the usual common-law rules the question of whether or not
lessee cabdrivers are employees would be resolved on the basis of the
degree of control exercised by the company over the drivers. In
Jones v. Goodson (121 F. 2d 176 (1941)), lessee cabdrivers were held
to be employees because the company in that case exercised a sub
stantial degree of control over the lessee drivers. A sufficient degree of
control to meet the usual common-law test was not found in tw~o later
cases involving lessee drivers. These cases were Magruder v. Yellow
Cab Co. (141 F. 2d 324 (1944)); United States v. Davis (154 F. 2d 314
(1946)) and Party Cab Co. v. United States (172 F. 2d 87 (1948)).
Representatives of the Federal Security Agency and the Treasury
have stated that all or virtually all lessee cab drivers would be treated
as employees under their interpretation of the economic dependency
test enunciated by the Supreme Court. The degree of control over
lessee cab drivers may vary from company to company depending upon
the company's system of operation and the circumstances in. the area
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in which it operates. Cabs are ordinarily rented on a day-to-day
basis, and it is unlikely that there is any obligation on the part of the
comp~any to continue the rental arrangement from one day to the
next or on the part of any individual driver to continue payingr rent
fracab. However, there iss a- possibility that permanency of the
relationship might be presumed from the mere fact that a driver did
c~onsistentlyvrenTt cabs fromnone company day after day. Wh-illethe re
lationship between lessee cab drivers and the company from whomn they'
rent cabs may not be considered a service relationship, it is clear th-at
the rental of cabs to drivers is closely integrated in the business of such
a cab company-in fact it is the essence of such a business. The
question of whether skill is required to drive a cab is dlebatable but
an indication of the attitude of the courts on this point can be found
in the distric~t court's decision in the Party Cab Co. case where t~he
court stated that "the only skill they are required to exercise is that
of any person who drives a car in the congested traffic of a large city."
By definition lessee cab drivers do not have an investment in the cabs
they drive. They do, however, have a~n opportunity for loss in the
event that their receipts from customers fail to equal the rental they
pay. This is a relatively limited opportunity for loss, however,. since
the drivers are free to discontinue their rental arrangements whenever
the rentals begin to exceed the fares they are likely to take in. Oppor
tunities for profit through operating leased cabs are limited by the
ra~te schedules established in the areas in which they operate. Ordi
narily such rate schedules are established by public authorities and
not by t~he companies from whom the cabs are leased.
Apparently the assertion by the Treasury and Federal Security
Agency representatives that les.-,e cab drivers would be treated as
employees under the Supreme Court test (and presumably also under
par. (3) of the proposed definition) is based primarily on the absence
of investment by the drivers. Failure of the six factors listed in
paragraph (3) to cover all of the points pertinent for determination of
employee or independent contractor status is high lighted in the case
of lessee cab drivers. One of 'the most significant factors in the rela
tionship between the owner of a taxicab and the driver who leases
it. for a, fixed amount. per day is t~he fact that the owner of the cab has
no effective rteans of determining the amount of fares collected during
the day by the driver unless the cab is equipped with a meter and the
driver is unable to tamper with the meter. This difficulty is illus
trated by the situation in the District of Columbia where metered
cabs are not used. The Yellow Cab Co. case, supra, involved Dis
trict of Columbia cabs. With respect to this situation the, district.
couirt stated (49 F. Supp. 611):
It appears that the Commissioner in effect required the taxpayer to pay the tax
on the more or less arbitrary assumption that the driver's wages were at $3 per
day; but there is no evidence to show that this was in fact the actual amount of
the net. earnings of the drivers which obviously must have varied greatly from day
to day.

(b) Owner-operatorsof cabs ope~ating under company contracts
A fairly typical situation in the taxicab business is for the owner
operat~or of a taxicab to affiliate himself with the taxicab company
so that he may utilize the company's cab stands, call boxes, two-way
radios, or other facilities. In such a situation the owner may paint
his cab with the company's nahie and pay the company a fixed amount
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per month for 'these privileges. He may obligate himself to answer
specific calls for the company.
There has ne ver been any attempt to treat owner-operators of cabs
as employees under the usual common-law rules. However, there is a
possibility that paragraph (2) of the proposed definition, by basing
the existence of the employee relationship exclusively on control
without regard to other factors in the relationship, may result in
applying the control test to situations beyond the scope of the usual
common..law definition of employee with the result that owneroperators of taxicabs may be treated as employees because of their
contractual obligations to maintain certain standards or to fulfill
certain orders for the company with which they are affiliate d. There
is also a possibility that the owner-operators of taxicabs who are
affiliated with taxicab companies may be treated as employees under
paragraph (3) of the proposed definition in spite of the investment
by these drivers in the facilities for their work and their opportunities
for profit or loss. Such a conclusion would be possible if the adminis
trators or the courts should emphasize the minor degree of control
exercised over these drivers, the permanency of their relationship
with the companies, their integration in the business of the company,
and the lack of skill re'quired to drive a cab.
8. OWNER-OPERATORS

OF LEASED TRUCKS

(a) "Itinerant" truckers
The itinerant-type truckers are those who rent their trucks and
their own services as drivers on a job-to-Job basis to a number of.
different companies. They bargain over thie price of each load they
haul and are typically subject to little control as to the manner and
means by which they carry out their work.
These owvner-operators of trucks are clearly not employees under
the usual common-law rules. It is unlikely that these truckers would
be employees under paragraph (3) of the proposed definition since
there is no permanency of relationship between them 'and the com
panies for whom they haul and since the truckers have substantial
investments in the facilities for their work, with consequent oppor
tunities for profit or loss. There is a possibility that these truckers
mIght be considered employees under paragraph (2) of the proposed
defIgnition in some individual instances where they are controlled to a
considerable extent in the performance of their work, since paragraph
(2) is specifically limited to the control element without regard to its
relationship to other elements.
(b) "Permanent" typeThe "permanent" type of owner-operator truckers are truckers who
regularly hire themselves and their trucks to a single company. InI
somfe instances their wages are set by union contract. They are paid
for the use of their trucks on a mileage basis or on the basis of so much
per load hauled. These truckers are subject to varying degrees of
control. They may be closely controlled as to the details and means of
performance of their work. Two typical examples of the "permanent"
type of owner-operator truckers were described by the Supreme Court
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in the Silk and Greyvan cases.
the truckers as follows:

In the Silk case the Court described

Respondent owns no trucks himself but contracts with workers who own their
own trucks to deliver coal at a uniform price per ton. This is paid to the trucker
by the respondent out of the price he receives for .the coal from the customer.
When an order for coal is taken in the company office, a bell is rung which rings
in the building used by the truckers. The truckers have voluntarily adopted a
call list upon which their names come up in turn, and the top man on the list has
an opportunity to deliver the coal ordered. The truckers are not instructed how
to do their jobs, but are merely given a ticket telling them where the coal is to be
delivered and whether the charge is to be collected or not. Any damage caused
by themn is paid for by the company. The district court found that the truckers
could and often did refuse to make a delivery without penalty. Further, thle
court found that truckers may come and go as they please and frequently did
leave the premises without permission. They may and did haul for others when
they pleased. They pay all the expenses of operating their trucks, and furnish
extra help necessary to the delivery of the coal and all equipment except the
yard storage bins. No record is kept of their time. They' are paid after each
trip, at the end of the day or at the end of the week, as they request.

A somewhat different set of conditions were described in the
Greyvan case:
The respondent operates its trucking business under a permit issued by the
Interstate Commerce Commission under the "grandfather" clause of the Motor
Carrier Act (32 M. C. C. 719, 723). It operates throughout 38 States and parts
of Canada, carrying largely household furniture. W~hile its principal office is in
Chicago, it maintains agencies to solicit business in many of the larger cities of
the areas it serves, from which it contracts to move goods. As early as 1930,
before the passage of the Social Security Act, the respondent adopted the system
of relations with the trucknmen here concerned, which gives rise to the present
issue. The system was based on contracts with the truckmen uinder which the
truckmen were required to haul exclusively for the respondent and to furnish
their own trucks and all equipment and labor necessary to pick up, handle, and
deliver shipments, to pay all expenses of operation, to furnish all fire, theft, and
collision insurance which the respondent might specify, to pay for all loss or dam
age to shipments and to indemnify the company for any loss caused it by the
acts of the truckmen, their servants and employees, to paint the designation
"Greyvan Lines" on their trucks, to collect all money due the company from
shippers or consignees, and to turn in such moneys at the office to which they
report after delivering a shipment, to post bonds with the company in the amount
of $1,000 and. cash deposits of $250 pending final settlement of accounts, to
personally drive their trucks at all times or be present on the truck when a comn
petent relief driver was driving (except in emergencies,.when a substitute might
be employed with the approval of the company), and to follow all rules, regula
tions, and instructions of the company. All contracts or bills of lading for the
shipment of goods were to be between the respondent and the shipper. The
company's instructions covered directions to the truckmen as to where and when
to load freight. If freight was tendered the truckmen, they were under obligation
to notify the company so that it could complete the contract for shipment in its
own name. As remuneration, the truckmen were to receive from the company
a percentage of the tariff charged by the company varying between 50 and 52
percent and a bonus up to 3 percent for satisfactory performance of the service.
The contract was terminable at any time by either party. These truckmen
were required to take a short course of instruction in the company's methods of
doing business before carrying out their contractual obligations to haul. The
company maintained a staff of dispatchers who issued orders for the truckmen's
movements, although not the routes to be used, and to which the truckmen, at
intervals, reported their positions. Cargo insurance was carried by the company.
All permits, certificates, and franchises "necessary to the operation of the vehicle
in the service of the company as a motor carrier under any Federal or State law"
were to be obtained at the company's expense.

In both the Silk case and the Greyvan case the district court 1ind
the circuit court of appeals thought the truckers were independent
contractors under the common-law rules. The Supreme Court held
t~hem to be independent contractors under its economic dependency
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test. Presumably, therefore, these truckers would niot be employees.
.under an application of the six factors in paragraph (3), although the
factors of control (in some degree), permanency of the relationship,
and integration would point toward employee status under para
graph (3). As was explained in the general discussion of the pro
posed definition, the exact scope of paragraph (2) of the definition is
unknown since it isolates the factor of control from the other cir
cumstances of the relationship which have ordinarily been considered
by the courts under the usual common-law rules. In spite of thedecisions- holding trucker-, of the type described above to be inde
pendent contractors both under the common-law rules and the
Supreme Court economic dependency test, there is a strong possibility
that paragraph (2) of the proposed definition would have the effect
of making these truckers employees.
The status of owner-operators of trucks for purposes of old-age and
survivors' insurance taxes is further complicated by the problem of
liability for the tax on the transportation of property. In the past
there have been instances where the Bureau ha~s attempted to hold
persons-liable foir pay-roll taxes on the grounds that owner-operators
of trucks -were their employees, while at t~he same time maintaining
that the tax on the transportation of property should be paid because
the truckers were independent contractors. It is understood that
these difficulties have been resolved, but any change in the scope of the
definition of employee to include owner-operators of trucks might
result in the recurrence of this problem unless section 3475 of the
code (relating to the tax on the transportation of propert~y) is also,
amended.
9. CONTRACT LOGGERS

A wide variety of contract relationships have been developed be-'
tween loggers and lumber companies. In some instances the loggers
merely cut timber. In other cases they both cut timber and haul it
to designated points. In stating that half of the contract loggers
who are now treated as independent contractors would come within
the economic dependency test of employees, Mr. Harold Packer,
assistant general counsel of the Federal Security Agency stated:
Most of these people are individuals who are sent out into the forest to fell
trees and are given special specifications as to the type of log to cut. The reason
that they are excluded from the usual common-law test is that no one stands
there to tell them how to wield the ax or how to handle the saw. They have
nothing other than their ov~n tools of work. They have no investment. These
forest or timber lands belong to the company for which they wvork and under the
Supreme Court at least half of them would be included.

A type of contract logger which differs considerably from the type
described by Mr. Packer and which the Treasury has in the past
attempted to treat as employees is the type involved in the case of
Crossett Lumber Co. v. United States (79 F. Supp. 70, District Court,
W. D. Ark. (July 31, 1948)). In this case the lumber company
contracted with 40t or 50 contract loggers to cut and haul trees on
40-acre tracts belonging to the company. The trees to be cut. were
marked by the lumber company. Betw~een them the contract loggers
hired from 500 to 600. men and each had a minimum investment of
from $2,000 to $3,000. The contract loggers hired and fired their own
employees and fixed their own hours of work. They we're compensated
on the basis of so much per thousand board feet and so much per cord
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Company supervisors made periodic inspections to
ascertain whether contract loggers and their employees were following
the company's selective timber-cutting practices. Contracts were
terminable on 3 days' notice. The contract loggers were required to
present their books and records for inspection to the company upon
request. U~nder these facts the district court held that contract
loggers were not employees under the usual common-law rules.
Another type of contract logging arrangement is one in which the
company gives the contract loggers weekly orders for so many cords of
pulp wvood to be delivered at specified railroad sidings. In some
instances t~he contract loggers are free to make their own arrangements
for obtaining the wood. In-other instances the contract loggers buy
sturnpage from the company, cut the timber and deliver it to the
company and are paid for the amount delivered after a deduction of the
price of the stumpage purchased from the company. These logger
contractors carry on' operations of varying sizes but in all instances
they own their own equipment including trucks, teams, and saws.
The application of both pare-graph (2) and paragraph (3) of the
proposed definition to contract loggers is extremely uncertain. It is
possible that the control test stated in paragraph (2) would be inter
preted as requiring contract loggers to be treated as employees be
cause of the control exercised over them through specifications as to
the timber to be cut, and delivered regardless of the other factors -of
the relationship such as the fact that they are free to hire and fire
their own employees. Paragraph (3) is also ambiguous as applied to
contract loggers since they are subject to some degree of control and
their relationship with the lumber comipany may be a relatively per
manent one, even though they are free at any time to take their
equlinment and contract with some other company. These contract
loggers are often closely integrated in the business of the lumber com
panies they serve. It is not unusual for a lumber company to be
entirely dependent on contract loggers for its supply of timber. On
the other hand contract logging probably requires a considerable de
gree of skill, the loggers may have a. considerable investment in the
facilities for their work, and they have a considerable opportunity
for profit or loss through their operations.
for pulp wood.

10. MINING LESSEES

Miiglessees are miners who lease specific areas in mines and
conduct their own mining operations without supervision. Typically
they give the mine owner a percentage of the return from their opera
tions as consideration for the leases. A mining lessee usually selects
partners who carry out the mining operations with him. Occasionally
he may employ men by the day. The mining leases ordinarily pro
vide that the lessee is to follow "Igood mining practices" and his opera
tions are subject to supervision by the mine owner to see that good
mining practices are followed and to See that safety regulations are
complied with. The mine owner supplies the lessee with ventilation,
tracks for dump cars, and other services. The mining lessees may
provide their own tools, possibly representing a considcrable invest
ment. Mining lessees may be required to deliver their ore to the
mine owner according to a specified schedule.

ANALYSIS

OF DEFINITION OF EIMPLOYEE

23

Mining lessees have been held to be independent contractors in
the past and presumably would not be treated as employees under the
control test set out in paragraph (2) of the proposed definition. It
cannot be said with certainty whether the status of mining lessees
would be aff ected by paragraph (3) of the proposed definition. While
some degree of control is exercised over the lessees and there is
permanency in the relationship, their work is not ordinarily closely
integrated in the business of the mine owners. It, appears that
ordinarily contracts are made with mining lessees merely to work the
more distant parts of the mines where closely supervised work in
accordance with the usual practices would not be efficient. To a
considerable extent, therefore, mining lessee arrangements are entered
into by the mines primarily because the work done by these lessees
cannot be integrated with the regular mining, operations. MXining op
erations carried out without supervision undoubtedly require a high
degree of skill which would tend to point toward an independently
established trade, and mining lessees may have a considerable invest
ment in the facilities for their work. They undoubtedlY have oppor
tunities for profit or loss. WAhile four of the six factors listed in para
graph (3) of the proposed definition tend to indicate that mining lessees
are engaged in independently established trades and one of the two
remaining factors (degree of control) is too small to be effective under
the usual common-law rules, Mfr. Packer, assistant general counsel
of the Federal Security Agency, has stated:
I would say, sir, of the mining lessees all 10,000 would be included as employees
under the economic reality test in the Supreme Court decision.
would all be excluded in an application of the common-law rule.
11. 1NDUSTRIAL

Those 10,000

HOME WORKERS

Industrial home workers have been described by MNr. Packer as
"people who mak~e arrangements with concerns who manufacture
quilts, various knitted goods, who call at the company periodically,
receive instructiion as to how to knit the goods and prepare. the finished
article, and bring it back to the company. There it is examined and
inspected and they are paid by the number of articles accepted by the
dompany." A somewhat similar type of industrial home worker was
described in a communication to the Senate Finlance Committee in
connection with its hearings on House Joint Resolution 296 last year.
This industrial home work was the insertion of drawstrings and the
tagging of small cotton tobacco bags. It was s ta~ted that these bags
were delivered to cooperatives who gave the bags to home workers.
The home workers were paid so much per thousand for bags which
were strung and tagged.
Z
It appears likely that a preponderance of the factors listed in para
graph (3) of the proposed definition wvould point toward the existence
of an employee relationship for indlustrial home workers, in spite of the.
fact that little control is exrecised over these ,workers and the rela
tionship may be sporadic and without permanency in many instances.
The degree of skill required for industrial home work probably varies
widely with the type of work. The extent to wvhich iiidustrial home
workers are integrated in the business of the companies to which they
render service is something which would have to be determined in each
individual instance, depending on t~he extent to which the companies
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:rely on industrial home workers. In the ordinary types of industrial
home work the workers have little investment in the facilities for work
-and little or no opportunities for profit or loss.
12. COUNTRY

NEWSPAPER CORRESPONDENTS

It has been estimated that there are approximately 250,000 country
newspaper correspondents in the United States. These are casual
writers who contribute local news items principally to small town
newspapers. They may also act as advertising and subscription
solicitors in their districts. They are paid on the basis of the extent
to which their news items are used, and this compensation is not ordi
narily their principal source of income. Newspaper editors are free
to accept or reject material submitted by these correspondents.
It is quite possible that the six factors listed in paragraph (3) of the
proposed definition, if applied to country newspaper correspondents,
would result in their being treated as employees of the newspapers to
whom they Sell news items. While no control is ordinarily exercised
over the manner in which they gather news, it might be argued that
they are controlled through the power of the editor to accept or reject
the items which they submit. Their relationship with the newspapers
is ordinarily a permanent one even though it-*is sporadic and seldom
full time. It may be argued that they are integrated in the work of the
newspapers they serve since local news comprises a vital portion of a
newspaper's services. Little skill is required for this type of work
and, in most instances, no investment at all. The correspondents
have little opportunity for profit or loss. Therefore, all of the factors
listed in paragraph (3) point, to at least some extent, toward the
existence of an employee relationship within the meaning of the para
graph, in spite of the fact that the work as a country newspapec cor
respondent is almost invariably a sporadic part-time activity with only
.a minor effect on the economic condition of the individuals involved.
13. MERCHANT POLICE

It is a fairly common practice for an individual to contract with a
group of merchants or other businesses to furnish them with night
watchman or night patrol services for a stated amount per month.
Such a person may contract individually with 10 or 20 businessmen
to patrol their buildings at night, checking against burglary, van
dalism, and fire. The merchant policemen or night watchmen
ordinarily undertake to inspect each building at stated intervals
during the night. In some instances merchant police services may
develop into a fairly large-scale business, with the contractor hiring
several employees and furnishing them with uniforms and possibly
patrol cars.
While it is not contemplated that merchant policemen will be
subject to regular supervision in the course of their work, it is typical
for their arrangements with the businessmen they serve to set out in
fairly specific detail tbe services they are to perform. This might be
inferred as being an exercise of some degree of control over the
merchan ~policemen. Sinceethese arrangemenits are ordinarily entered
into on a monthly basis and are continued until terminated, they are
undoubtedly permanent within the meaning of the second factor
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listed in paragraph (3) of the proposed definition. This type of work
is not integrated in the business of the persons served by it since it is
a purely incidental service function. However, little skill is required
for this work and little or no investment is required unless the service
is performed by a fairly large-scale merchant police organization. An
individual who contracts his personal services as a merchant police
man has no opportunity for profit or loss. Therefor(e, all of the
factors listed in paragraph (3), with the exception of integration,
point, at least to some extent, toward the existence of employee
status, in spite of the fact that holding a merchant policeman to be
an employee would result in his having a large number of employers.
14. MISCELLANEOUS

The proposed definition may result in defining employer-employee
status to include a wide range of service relationships, in addition to
those listed above, which have heretofore been considered independent
contractor relationships. Among these are the following:
(a) Free-lance artists who sell their work to newspapers and magazines
While these artists are subject to no control over the performance
of their work and often select their own projects, they' might be
considered employees if they sell the products of their work fairly
consistently to the same publication or publications, since they have
little investment in the facilities for work and may have only slight
opportunities for profit or loss.
(b) Bulk oil plant operators
Wholesale distributors of oil products may have quite extensive
investments and may hire numerous employees, but they are subject
to some regulation by the oil companies whose products they dis
tribute. There. is permanency in their relationship with the oil
companies, and they are closely integrated in the business of the oil
companies, since they perform the integral function of serving as
outlets for oil company products.
(c) Gas station operators
Gas station operators who lease their stations from oil companies
-or distributors may have only limited investments in their facilities,
and permanency is contemplated in their relationship with the
oil companies or distributors. Furthermore, retail outlets are integral
to the production, distribution, and sale of oil products and a relatively
slight degree of skill is required for this work. Consequently, although
the degree of control exercised over gas-station operators may be
slight and although they may have considerable opportunities for
profit or loss, they might be treated as employees under paragraph (3)
of the proposed definition.
APPENDIX

B

The following draft, in lieu of paragraph (3) of the definition in
the committee print, indicates, in our opinion, a proper approach to
extension of the definition of employee beyond the usual common-law
rule. This draft would include as employees the bulk of the indi
viduals which the Federal Security Agency has indicated would be
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covered under the economic-dependency test. The committee could,
of course, eliminate from or* add to the categories covered by this
definition, depending on whether they desire broader or narrower
coverage.
(d) The term "employee" means
(3) any individual (other than an individual who is an employee under
paragraphs (1) or (2) of this subsection), who performs services for remunera
tion for any person
(A) as an outside salesman in the manufacturing or wholesale trade;
(B) as a full-time life insurance salesman;
(C) as a driver-lessee of a taxicab;
(D) as a home worker on materials or goods which are furnished by
the person for whom the services are performed and which are required
to be returned to such person or to a person designated by him;
*(E) as a contract-logger;
(F) as a lessee or licensee of space within a mine when substantially
all of the product of such services is required to be sold or turned over
to the lessor or licensor; or
(G ) as a house-to-house salesman if under the contract of services or
in fact such individual (i) is required to meet a minimum sales quota,
or (ii) is expressly or impliedly required to furnish the services with
respect to designated or regular customers or customers along a pre
scribed route, or (iii) is prohibited from furnishing the same or similar
services for any other personif the contract of se rvice contemplates that substantially all of such services
(other than the services described in subparagraph CF)) are to be performed
personally by such individual, except that an individual shall not be included
in the term "employee" under the provisions of this paragraph if such indi
vidual has a substantial investment (other than the investment by a sales
man in facilities for transportation) in the facilities of the trade, occupation,
business, or profession with respect to which the services are performed,
or if the services are in the nature of a single transaction not part of a con
tinuing. relationship with the person for whom the services are performed.
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COMPARISON OF PRINCIPAL CHANGES IN THE OLD-AGE
AND SURVIVORS INSURANCE SYSTEM UNDER H. R. 6000
WITH EXISTING PROGRAM
(NOTE.-All changes effective on January 1, 1950, unless otherwise noted)

(1) BENEFITS
EXISTING LAW

PAYABLE TO
CHANGES IN H. R. 600

(a) Insured worker, age 65 or over.
No change.
(b) Wife, age 65 or over, of insured
No change in age requirement. No
worker.
age requirement if children under 18
are present.
(c Widow, age 65 or over, of insured
No0 change.
worker.
(d) Children under 18 of retired
Certain dependency and relationship
worker and children of deceased worker, requirements liberalized, especially in
and in latter case widows regardless regard to dependency on married in
of age.
sured women.
(e) Dependent parents, age 65 or
over, of deceased worker if no surviving
widow or child who could have received
benefits.
(f) Lump-sum death payment where

no monthly benefits immediately pay
able.

(2)

No change.

Lump-sum for all insured deaths.

INSURED STATUS;

(a) Based on "quarters of coverage,"
After 1949, $100 of wages and $200 of
namely calendar quarters with $50 or self-employment income required for
more of wages,
quarter of coverage. Special provision
for converting annual self-employment
income into quarters of coverage.
(b) Fully insured (eligible for all
Alternative requirement provided;
benefits) requires one quarter of cover- namely, 20 quarters of coverage out of
age for each two quarters after 1936 and 40 quarters preceding death, or age 65
before age 65 (or death if earlier). In or any later date.
no case more than 40 quarters of cover
age required.
(c Currently iniaured (eligible only
No change.
for child, widowed mother, and lumpsum survivor benefits) requires 6 quar
ters of coverage out of 13 quarters
preceding death.

(3)

WORKER'S MONTHLY OLD-AGE BENEFIT (CALLED "PRIMARY BENEFIT")

(a) Average monthly wage based on

Average monthly wage based on aver

period from 1937 to ag'e 65 (or death if age 6ver years of coverage (after either
earlier) regardless of whether in covered 1936 or 194it, whichever is higher). A
employment in all such years.

year of coverage is a calendar year in

which $400 is credited ($200 prior to
1950).
(b) Monthly amount is 40 percent of
Monthly amount is 50 percent of first
first $50 of average wage plus 10 percent $100 of average wage plus 10 percent of
of next $200, all increased by 1 percent next $200, increased by Y2percent for
for each year of coverage,
each year of coverage, and unless in
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EXISTING LAW

CHANGES IN B. R. 600

covered employment in entire period
reduced by percentage of time out of
covered employment since 1936 or 1949,
whichever gives smaller reduction. Ben
efits Of present beneficiaries increased by
table which gives effect to new benefit
formula and new average wage concept;
on the average, benefits will be increased
by 70 percent, with somewhat greater
relative increases for those receiving
smallest amounts, as indicated by fol
lowing table for certain illustrative
cases:
Present primary insurance benefit
New primary insurance amount
$10
$25
15
31
20
36
25
44
30
51
35
55
40
60
45
64
(c) Minimum primary benefit, $10.
$25.
(d) Maximum family benefit, $85 or
$150, or 80 percent of average wage
80 percent of average wage or twice the if less.
primary benefit, whichever is less.
(a) Illustrative primary benefits for 10 years of coverage, no period of noncoverage:
Level monthly wage

Present
monthly
benefit

$100---------------------------------------------------------------------$150----------------------------------------------------------------------$200----------------------------------------------------------------------$250----------------------------------------------------------------------$300-----------------------------------------------------------------------

$27.50
33.00
38.30
44.00
44.00

Proposed
monthly
benefit
$52.50
57.80
63.00
68.30
78.50

()Illustrative primary benefits for 40 years of coverage, no periods of non-

coverage.

Level monthly wage

Present
monthly
benefit

$100 ---------------------------------------------------------------------$150 ---------------------------------------------------------------------$200----------------------------------------------------------------------$250----------------------------------------------------------------------$300-----------------------------------------------------------------------

$35.00
42.00
49.00
56.00
56.00

Proposed
monthly
benefit
$60.00
66.00
72.00
78.00
SC.00

(g) Illustrative primary benefits for 5 years of coverage, 5 years of noncoverage,
all after 1936 (or alternatively for H. R. 6000, all after 1949):
Level monthly wage while working

Present
monthly
benefity

$100 --------------------------- ------------------------------------------$21.00
$150
---------------------------------------------------------------------23.63
$200----------------------------------------------------------------------26.25
$230 ----------------------------------------------------------- :----------2&8.5
$300--------------------------------------------------------- ----------31.50

Proposed
monthly
benefit
$26.30
28.00
31.50
34.20
38.80
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(h) Illustrative-primary benefits for 20 years of coverage, 20 years of non
all after 1949 (or alternatively all after 1936):
________

~coverage

Present
monthly
benefit

Level monthly wage while working
$100 ---------------------------------------------------------------------$150----------------------------------- ----------------------------------$200----------------------------------------------------------------------$250------------------------------- ------------------------$300-----------------------------------------------------------------------

Proposed
monthly
benefit

$24.00
27.00
30.00
33.00

$30.00
33.00
30.00
39.00
42.00

33.00

*(i) Illiftrative primary benefits for 10 years of coverage, 30 years of noncover
age, all after 1949~(or alternatively all after 1986):
_
__
____
Present
monthly
benefit

Level monthly wage while working

$1(00-----------------------------------------------------------7---------$130 ---------------------------------------------------------------------'$200 -------------------------------------------------------------- -------$250 ---------------------------------------------------------------------$300-----------------------------------------------------------------------

(4) BENEFIT AMOUNTS OF DEPENDENTS AND SURVIVORS
MONTHser

Proposed
monthly
benefit

$11.00
16.50
22. 00
23.38
23.38

$25.00
25.00
25.00
25.00
25.00

RELA.TIVE TO WORKER'S

PRIMARY BENEFIT

EXISTING LAW

CHANGES IN'-H.~R. 6000

(a) Wife, one-half of primary.

No change.
(b) Widow, three-quarters of primary.
No change.
(c) Child, one-hall of primary.
-No
change, except for deceased worker
family, first child gets three-quarters of
primary.
(d) Parent, one-half of primary.
Three-quarters of primary.
(e) Lump sum at death, six times priThree times primary benefit.
mary benefit.
()Illustrative monthly benefits for retired workers:
[All figures rounded to nearest dollar]
Present law

H. R. 6000

Average monthly wageI-_

______

Single

IMarried I

single

jIMarried I

Insured worker covered for 5 year
$50-------------------------------------------------$21
$100 ------------------------------------------------20
$150 ------------------------------------------------32
$200 ------------------------------------------------37
$,250----------------------- -------------------------42
5300-----------------------------------------------(2)

$32
39
47
56
03
(2)

$20
51
56
62
67
72

$38
77
85
02
100
lOS

Insured worker covered for 10 years
$22
$5~
-- -- --- ---- ------ -- -- - -- -- - -- $500 ------------------------------------------------28
$110 ------------------------------------------------33
$2050------------------------------------------------------(38
$3- -0--- --- - -(2)-- --

$33
41
50
)58

$20
52
58
6I

$39
79
87
94
110

- - -- - - -- - - -74

Insured worker covered for 20 years
$50-------------------------------------------------$24
$100 ------------------------------------------------30
$150 ------------------------------------------------36
$200 ------------------------------------------------42
$210------------------------------------------7
-----48
$3500-----------------------------------------------(5
See footnotes at end of table, p. 4.

$136
45
54
63
72
2

$28
55
60
60
72
77

$40
so
91
99
107
1i0
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[AU figures rounded to nearest dollar]
PrestOit law

H. Rt.6000

Average monthly wage
single

MArsied I

Single

Married'I

insured worker covered for 40 years
$500------------------------------------------------$100 ------------------------------------------------$1500------------------------------------------------$2
-- -0---- -- --- -- -- -- - -- - - -- - -- - -4907
$250 ------------------------------------------------$3-- 0-- --- ---- --- ----

- --

--

--

- --

--

--

$281
35
42
056
(2)

-

$40
52
613
84
(2).

$30
60
6r6
72
78

$40
80
99
108
117

84

126

'With wife 65 or over.
Present law includes wages only up to $2510per month.
NOTvs.-"Average wag~e"is computed differently under the two plans (see text). These figures are based
on the assumption that the insured worker was in covered employment steadily each year after 1040 (or
after 1936 as the case may be).

(g) Illustrative monthly benefits for survivors of insured workers:
[All figures rounded to nearest dollar]
Aged widow'I

Aged parent'I or
1 child alone

Widow end
1 child

Average monthly
,ae

Widow and
2 children

Widow end
3 children

_______

Present H. Rt. Present H. Rt. Present H. Rt. Present H. Rt. Present Hl. 't.
law
600
law
6000
law
6000
law
6000
law
6000
Insured worker covered for 5 years

$00----------------- $16
$100 ---------------- 20
$110 ---------------24
$200 ---------------28
$210 ---------------- 32
$300----------------C'1)

$19
38
42
46
150
.54

$10
13
16
18
21
(')

$10
38
42
46
10
54

$26
33
39
46
02

(2)

$38
77
80
92
100
108

$37
46
55
64
74
(2)

$40
00
113
123
133
144

$40
02
63
74
84

$40
50
120
100
100
110

$40
50
66
77
85

$40
80
120
100
110

(5)

Insured worker covered for 10 years
$100----------------- $16
$100 ---------------- 21
$110 ---------------- 20
$200---------------29
$210 ---------------33
$300 --------------- (2)

$20
39
43
47
01
55

$11
14
16
19
22
(2)

$20
39
43
47
01
50

$28
34.
41
48
00
(')

$30
79
87
94
102
110

$38
48
58
67
77
(2)

$40
60
116
126
137
147

(2)

1oo

Insured worker covered for 20 years
$W50---------------- $18
$100 ---------------22
$110---- ------------ 27
$200 ---------------- 32
$2500---------------- 36
$300 --------------- (2)

$21
41
40
10
04
05

$12
10
18
21
24
(2)

$21
41
40
10
54
05

$30
38
40
02
60
(')

$40
80
01
99
107
116

$40
52
63
74
84
(2)

$40
80
120
132
143
110

$40
60
72
84
80
(2)

$40
80
120
110
100
110

Insured worker covered for 40 years
$10---------------- $221
$100--------------26
$110---------- 32
37
$200 ----------$210---------- 42
$300---------- (2)

$422
4
00
54
08
63

$14
18
21
24
28
(2)

$22
40
150
04
08
63

$35
44
52
61
70
(2)

$40
60
99
108
117
126

$40
61
74
85
85
(2)

$40
60
120
144
100
110

$40
70
84
85
50
(2)

$40
80
120
110
110
100

'Age 65 or over.
'Present law includes wages only up to $200 per month.
NOTE.-"Average wage" is computed differently under the two plans (see text). These figures are based
on the assumption that the insured worker was in covered employment steadily each year after 1949 (or after
1936 as the case may be).
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AMOUNT OF
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EMPLOYMENT PERMITTED BENEFICIARY FOR BENEFIT RECEIPT

(WORE: CLAUSE)
EXISTING LAW

CHANGES IN H. H.

6000

Same except $1&limit is increased to
No benefits paid for month in which
$15 or more earned in covered employ- $50 and no limitation at all after age 75.
ment.
(6) COVERED EMPLOYMENT
All except employment on railroads,
All except self-employment and emself-employment),
ployment in Federal and State Govern- farms~ (including
ments, railroads, nonprofit (charitable, casual domestic work, military or naval
educational, and religious), agriculture, service', certain professional self-em

and domestic service. Employment
covered only in the 48 States, District
of Columbia, Alaska, and Hawaii, and
on American ships outside the United
States.

ployed, and in Federal civilian service
where covered by retirement system or
in very temporary or casual employ
ment. State employment included
on elective basis by the State,
except where retirement system exists,
employees and beneficiaries must elect
by two-thirds majority in referendum
to be covered:' Employment in Puerto
Rico and the Virgin Islands included,
and also all employment of Americans

outside the United States by an Ameri

can employer. Coverage extended to
salesmen, and certain other employees,
who were deprived of coverage as em
ployees by Public Law 642, Eightieth
Congress.
(7.)

PERMANENT AND TOTAL DISABILITY BENEFITS
For worker both currently insured
and having 20 quarters of coverage out
of last 10 years. Amount of primary
benefit determined as for retired worker.
No benefi~t for dependents of disabled
worker. Benefits begin in January~
1951.

None.

(5) WAGE CREDITS FOR WORLD WAR II SERVICE
None.

World War II veterans (including
those who died in service) given wage
credits of $160 for each month of mili
tary service in World War IL.

(9) MAXIMUM ANNUAL

$3,000.

WAGE AND SELF-EMPLOYMENT INCOME FOR TAX AND
BENEFIT PURPOSES

$3,600 after-1949.
(10) TAX (OR CONTRIBUTION) RATES

One percent on employer and 1 perOne and one-half percent on employer
,cent on employee through 1949, 1>4 per- and 1>4 percent on employee for 1950,
,cent for 1950-51, and 2 percent there- 2 percent for 1951-59, 2>4 percent for
after.
1960-64, 3 percent for 1965-69, and 3>4
percent thereafter, except
(a) For self-employed, one and onehalf times rates for employees. Selfemployment income would be, in gen
eral, income from trade or business;
(b) For nonprofit employment, no tax
is imposed on employer who can pay it
voluntarily. If employer does not pay
tax, employee receives credit for only
50 percent of his taxed wages.

'COMPARISON OF PRINCIPAL CHANGES IN STATE-FEDERAL
PUBLIC ASSISTANCE AND CHILD WELFAIRE SERVICE
PROGRAMS UNDER H. R. 6000, WITH EXISTING PROGRAMS
(NOTE.-All changes effective October 1, 1949, unless othe rwise noted)

I.
EXISTING

GROups ELIG1I3LE FORAD

LAW

Three categories defined for assist:ance purposes as needy persons*(1) 65 years of age and over, (2) blind,
,and (3) children under 16 years of age
.and children 16 to 18 years of age, if
they are regularly attending school.

II.

CHANGES

6000

Fourth category provided for per
manently and totally disabled individ
uals who are in need. In aid to depend
ent children the mother or other relative
with whom a dependent child is living
is included as a recipient for Federal
matching purposes.

FEDERAL SHARE, OF PUBLIC ASSISTANCE

Federal share for old-age assistance
-and Aid to blind is three-fourths of first
$20 of a State's average monthly payment plus one-half of the remainder
-within individual maximums of $50; for
aid to dependent children, three-fourths
of the first $12 of the averagae monthly
payment per child, plus one-half the remainder within individual maximums of
$27 for the first child and $18 for each
-additional child in a family. Administrative costs shared 50 percent by
Federal Government and 50 percent by
-States,

IN H. R.

EXPENDITURES

Federal share for old-age assistance,
aid to the blind, and aid to the perma
nently and totally disabled is fourfifths of the first $25 of a State's average
monthly payment, plus one-half of the
next $10, plus one-third of the remainder
within individual maximums of $50; for
aid to dependent children, four-fifths of
the first $15 of the average monthly
payment per recipient, plus one-half of
the next $6, plus one-third of the next $6
within individual maximums of $27 for
the relative With whom the children are
living, $27 for the first child, and $18 for
each additional child in a family. (See
tables below for illustrations of the effect
of these changes.) Administrative costs
shared 50 percent by Federal Govern
ment and 50 percent by States for all
categories.

-Old-age assistance and aid to the blind: Amount and percent of Federal funds in
average monthly payments of specified size under present law and under H. R.
6000
Present law
Avrae pymntIFederal
onhl
funds
$20------------------------------------------------$25 ------------------------------------------------$30------------------------------ ------------------$35 ------------------------------------------------$40------------------ ------------------------------$45 ------------------------------------------------$50------------------------------------------------$60------------------------------------------------$70-------------------------------------------------

$15.00
17.50
20.00
22.50
25.00
27.50
36.00
30.00
30.00

H. R. 6000'2

Percent
of total
75
70
67
64
62
61
60
50
43

Federal
funds
$16.00
240.00
22.50
25.00
26.67
2R.33
30.00
30.00
30.00

Percent
of total
50
50
75
71
67
63
60
50
43

'Average for Federal matching purposes includes all payments of $50 or less, and in the case of larger pay
mnents only the first $50.
2Also applies to permanently and totally disabled.
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Old-age assistance and aid to the blind: Amount to which average monthly pay
ments of specified size under present provisions could be increased under H. ft.
6000, assuming the same average expenditure per recipient from State and local
funds
H. R. 6000 2

Present law
Avrg
othyFdrl
Aeaemnhy
Fdrl
payments I
funds
$20--------------------------$25--------------------------$30--------------------------$135--------------------------$40--------------------------$455--------------$50--------------------------$60--------------------------$70 --------------------------

tt
vrge
Saeand
Avers
local funds pamonthl

$15.00'
17.50
20.00
22.50
25.00
27.50
30.00
30.00
30.00

$5.00
7.50
10.00
12. 50
15.00
17.50
20.00
30.00
40.00

FdrlIncrease
edra
State and
funds
local funds

$25.00
30.00
35.00
38. 75
42.50
46.25
50.00
60.00
70.00

$20.0
22.50
.25.00
26.25
27.50
28.75
30.00
30.00
30.00

$.00
7.,50
10.0
12.50
15.00
17.50
20.00
30.00
40.00

in
Federal
funds
$5.00

5.00
5.00
3.75
2.50
1.25
----------
----------
------

IAverage for Federal matching purposes includes all payments of $50 'sr less, and in the case of larger
payments only the first $50.
' Also applies to permanently and totally disabled.

Aid to 1 iependent children: Amount and percent of Federalfunds in average monthly
payments to families of specified size, under present law and under H. ft. 6000
H1.R6.6000

Present law
Aveag mothy
aymnt IFederal
funds

Percent
of total

Federal
funds

Percent
of total

1-child family
$25 ---------------------------------------------------$35 ---------------------------------------------------$45----------------------------------------------------$55 -- - - - - - - - - -- - - - - - - - - -- - - - -- - - - $75----------------------------------------------------$50-----------------------------------------------------

$351.50
10.50
10.50
16.50
t16.S0-T
16.50

62
47
37
20
22
18

$20.00.
26&50
31L00
34. 00
34.00
34. 00

s0
76
69
62
45
38

3-ehild familr
$25 ---------------------------------------------------$35 ---------------------------------------------------$45 ---- ----------------------------------------------$55 ---------------------------------------------------$15 ---------------------------------------------------$90----------------------------------------------------$110----------------------------------------------------

$18.75
26. 25
31.50
36.50
40. 50
40.50
40. 50

75
5

70
66
54
45
37

$20:00
28. 00
36. 00
44.00A
55. 50
62. 00
62. 00

so
80
80
80
74
69
56

1Average for Federal matching purposes includes all payments within the maximums for fathilies of
specified size, anid in the case of larger payments, the amounts of such maximums.
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Aid to dependent children: Amount to which average monthlyf payments to families
of specified size under present provisions could be increased under HI. R?. 6000
assuming the same average expenditure per family from State and local funds
Present law
Average monthly payments

1State

Federal
funds

and
local
funds

H1.R. 6000
Average
Monrbly
pay-'
ments I

Federal
funds'

State
and
local
funds

Increase
i
Fedneral
funds

1-child family
$25 ------------------- ----------------- $15.50
$35 ----------------- ------------------- 10.10
$45~ ------------------------------- ---16.50
$15----------------- ------------------- 16.00
$75 ----------------- ------------------- 16.50
$90~ ------------------------------- ---16.50

*9.00
1s, 50
28.050
38.50
58. 50
73.50

$37.00
51.75
62.050
72.50
92.00
107.50

$27.150
33.25
34.00
34. 00
34.00
34.00

$9.50
15.50
28.50
38.50
58.50
73.50

$12.00)
15.75
17.50
17.50
17.50
17..50

$6.25
8.75
13.00
18500
34.50
49.050
65.50

$6.25
8575
15.00
18.00
21.50
21.50
21.50

3-child family
$25----------------------------------...$13.75
$35~ --------------------- 7-------------- 20.25
$45------------------------------------- 31.00
$55------------------------------------- 36.50
$75--------------------- ----------- ---- 40.50
$90 -------------------- ----------- ----. 140.50
$110------------------------------------ 40.50

$6.21
8.75
13.00
18.50
34,50
49.00
69.50

$31.25
42.75
63.00
73.00
90.150
111.50
131.50

$25.500
35.00
49.00
54.50
62.00
62.00
62.00

I Average for Federal matching purposes includes all payments within the maximums for families of
specified size, and in the ease of lnrge payments, the amounts of such maximums.

III. MEDICAL CARE
EXISTING LAW

CHANGES IN H. R. 6000

Federal sharing in costs of medical
care limited to amounts paid to recipients that can be included within the
monthly maximums on individual payments of $50 for aged and blind, and
$27 for first child~and $18 for each
additional child in an aid-to-dependentchildren family. No Sta~te-Federal assistance provided persons in public
institutions unless they are receiving
temporary medical care in such ilsi
'institutions
tutions.

Federal Government will share in cost
of payments made directly to medical
practitioners and other suppliers of med
ical services, which when added to any
money paid to the individual, does not
exceed the monthly maximums specified
in item II above. Federal government
shares in the cost of payments to recip
ients of old-age assistance, aid to the
'blind, and aid to the permanently and
oaly disabled living in public medical
other than those for mental
disease and tuberculosis.

IV.

CHANGES IN REQUIRIEMF.NTS TOR 'STATE PUIJLIC-AsSISTANCE

PLANS

A. RESIDENCE

For old-age assistance and aid to the
blind, a State may not require, as a
condition of eligibility, residence in a
State for more than 5 of the 9 years
immediately preceding application and
one continuous year before filing the
application. For aid to dependent children, the maximum requirement for the
child is 1 year of residence immediately
preceding application, or if the child is
less than a year old, birth in the State
and continuous residence by the motheor

No change in requirements for oldage assistance and aid to dependent,
children. For aid to the blind, effective
July 1, 1951, a State may not require,
as a condition of eligibility, residence in
the State of more than one continuous
year prior to filing of the application
for aid. For, aid to the permanently
and totally disabled no State may
impose a residence requirement more
restrictive than that in its plan for aid
to th-e blind on July 1, 1949, and begin

PRINCIPAL CHANGES IN THE SOCIAL SECURITY ACT
CHANGES

EXISTING LAW
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in the State for 1 year preceding the ning July 1, 1951,, the maximum resi

dence requirement is 1 year immedi
ately preceding the, application for aid.
(All other requirements for aid to the
permanently and totally disabled are
the same as for old-age assistance.)

birth.

B.

INCOME AND RESOURCES

Provision in existing law is made ap
For the three categories, a State must
in determining need, take into ceneidera- plicable 'to aid to the permanently and
tion the income and resources of an totally disabled. For aid to the blind,
effective October .1, 1949, a State may
individual claiming assistance.
disregard such amount of earned in
come, up to $50 per month, as the State
vocational rehabilitation agency for the
blind certifies will serve to encourage or
assist the. blind, to ~prepare for, or en
gage in remunerative employment; effec
tive July 1, 1951, a State must, in deter
mining the need of any blind individual,
disregard any income or resources which
are not predictable or actually not avail
able to then individual and take into con
sideration the special expenses arising
from blindness.
C. TEMPORARY APPROVAL OF STATE PLANS FOR AID TO THE BLIND

For the period 'October 1, 1949, to
June 80, 1958, any State which-did not,
have an approved plan for aid to the
blind on January 1, 1949, shall have its
plan approved even though it does not
meet the requirements of clause (5) of
section 1002 (a) of the Social Security
Act (relating to consideration of income
and resources in determing need). The
Federal grant for such State, however,
shall be based only .upon expenditures
made in accordance with the aforemen
tioned income and resources requirement
of the act.

No provision.

D.

EXAMINATION

TO DETERMINE BLINDNESS

A State aid to the blind plan must
.provide that, in determining blindness,
there shall be an examination by a
physician skilled in diseases of the eye
or by an optometrist.

No provision.

E. ASSISTANCE

TO BE FURNISHED

PROMPTLY

Opportunity must be afforded all indi
No specific provision relating to
opportunity to apply for assistance viduals to apply for assistance, and
assistance must be furnished promptly
promptly.
to all eligible individuals.
F.

Fair
vidual
denied.
vidual
within

FAIR REARING

Fair hearing must be provided by
hearing must be provided indi'whose claim for assistance is State agency to individual whose claim
No specific provision for indi- for assistance is denied or not acted upon
whose claim is not acted upon within reasonable time.
a reasonable time.

1O
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G. STANDARDS
EXISTING

FOR INSTITUTIONS

LA~W

No provision.

CHANGES

a State plan for old-age assistance,
aid to the blind or aid to the perma
nently and totally disabled provides for
payments to individuals in private or
public institutions, the State must have
a State authority to establish and main
tain standards for such institutions.
(Effective July 1, 1953.)

-If

H. TRAINING

PROGRAM

No specific provision.

I.

No poiin

FOB PERSONNEL

States must provide a training pro
gram for the personnel necessary to the
administration of the plan.

NOTIFICATION

TO LAW ENFORCEMENT

OFFICIALS

In aid to dependent children the
must provide for prompt notice
to appropriate law-enforcement officials
in any case in which aid is furnished to
a child who has been deserted or
abandoned by a parent.

proviion.States

V.

IN H. R. 6000

PUERTO RICO AND

VIRGIN

ISLANDS

Federal funds for pblic assistance
The four categories (if assistance are
are not available to Puerto Rico and extended to Puerto Rico and the Virgin
the Virgin Islands.
Islands. The Federal share, for oldage assistance, aid to the blind, and aid
to the permanently and totally dis
abled is limited to one-half of the total
sums expended under an approved plan
up to a maximum payment for any indi
vidual of $30 per month. For aid to
dependent children the Federal share is
limited to one-half of the expenditures
under an approved plan up to individual
maximums of $27 for the first child and
$18 for each additional child in a family.
Administrative costs are mnatched by the
Federal Government on a 50-50 basis.
VI. CHILD WELFARE SERVICES

Authorizes an annual appropriation
of $3,500,000 for grants to the States for
child welfare servihe4~in rural areas and
areas df special need. Funds allotted
to States with approved plans as follows:
$20,000 to each State -and remainder on
basis of rural population of the respective States.

0

Authorization for annual appropria
tion increased to $7,000,000 and the
$20,000 now allotted to each State is in
creased to $40,000 with the remainder. to
be allotted on the basis of rural popula
tion of the respective States. Specific
provision is made for the payment of the
cost of returning any runaway child
under age 16 to his own comiflunity in
another State if such return is in the
interest of the child and the cost cannot
otherwise be met. (Effective for fiscal
years beginning after June 30, 1951.)
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ACTUARIAL COST ESTIMATES FOR EXPANDED COVERAGE
AND LIBERALIZED BENEFITS PROPOSED FOR THE OLD
AGE AND SURVIVORS INSURANCE SYSTEM BY RI. R. 6000

A.

ITR~ODUCTION

This actuarial study presents long-range cost estimates for H. R.
6000, which was favorably reported by the Committee on Ways and
Means on August 22, 1949.,
The main features of this bill are as follows (a complete analysis is
contained in H. Rept. 1300, 81st Cong., 1st sess.):
(1) Extension of coverage to all gainful employment except
railroad, casual domestic service, agriculture (including the selfemployed, i. e., the farmers), certain professional self-employed
persons, service in the armed forces, and Federal civilian service
covered by a retirement system. In this connection the cost
estimates assume that over the long range about one-half of all
State and local government employment will be covered as'a
result of election to be covered. Further it is assumed that for
nonprofit employment the employer in all cases pays the optional
contribution. The net effect is to increase the number of covered
jobs by about 30 percent.
(2) Maximum annual wage base of $3,600. Requirement for
quarter of coverage raised to $100 for wages and $200 for selfemployment income. Requirement for year of coverage raised
to $400 of wages or self-employment income.
(3) Average monthly wage determined over all years of cover
age.(increment years), with the option of a "new start" after 1949.
(4) Monthly primary benefit based on 50 percent of the first
$100 of average monthly wage plus 10 percent of the next $200,
with a one-half percent increment for each year of coverage and
with a continuation factor to apply in the future to reduce the
amount of the benefit by taking into account years of noncoverage.
Minimum monthly primary benefit of $25 and maximum family
benefit of $150 or 80 percent of wage. Beneficiaries on the roll
are to be given an increase averaging about 70 percent by means
of a special conversion table.
(5) Lump-sum death payment to be three times the monthly
primary benefit and payable for all insured deaths.
(6j) Present fully insured status requirements retained, but
with new alternative requirement of 20 quarters of coverage out
of the last 40 quarters added.
(7) Benefits for parents and first survivor child to be increased
from 50 to 75 percent of the primary benefit.
(8) Work clause of $50 per month on an "all-or-none" basis for
wages and on a "reduction" basis for self-employment income in
excess of $600,per year. Work clause not applicable after age 75.
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(9) Requirement for permanent and total disability benefits to
be both currently insured status and 20 quarters of coverage out
of the last 40 quarters and with a waiting period of 7 full calendar
months before first monthly payment is made. No supplemien
tary benefits payable to wife or dependent children.
(10) More liberal provrisinons ffor paying child survivor benefits
in respect to women workers in that existence of both fully and
currently insured status automatically presumes dependency.
(11) Wage credits of $160 for each month of military service
given' to World War 11 veterans (including those who died in
service). Cost thereof to be met by appropriations from General
Treasury.
(12) Extension of coverage as of January 1, 1950. First disa
bility benefits to be payable January 1951. Liberalizations in
benefits effective January 1950.
(13) Contribution rate on employer and employee increased
to 11% percent each in 1950, 2 percenit in 1951-59, 2Y2 percent in
1960-64, 3 percent in 1965-69, and 3% percent thereafter. Con
tribution rate for self-employed is 1% times employee rate.
The estimates given in this report hfave been worked out in con
siderable detail in contrast withi those contained in pages 31-36 of
House Report 1300,. referred to previously. Those estimates of
necessity had to be developed in a short time, but as will be seen
from the discussion to follow were reasonably close to the more accu
rate estimates contained in this report.
Further, the estimates of this report will be presented on a range
basis, since it is impossible to estimate at all closely the future experi
ence in regard to the numerous cost factors involved. For compara
bility with the "single" estimates of House Report 1300 this report
will also show intermediate estimates, arbitrarily derived as midway
between the low and high estimates.

B. BAsIc

ASSUMPTIONS

The following estimates have becn prepared on the basis of highemployment assumptions approximating those now prevailing. The
estimates are based on level-wage assumptions (somewhat below the
present level). This differs somewhat from the assumption of a
continuation of present wage levels used in House Report No. 1300.
If in future the wage level should be considerably above that
which now prevails, and if the benefits for those on the roll were at
some time adjusted upward on this account, the increased outgo
resulting will, in the same fashion, be far more than offset. The cost
estimates, however, have not taken into account the possibility of a
rise in wage levels, as has consistently occurred over the past history
of this country. If such an assumption 'were used in the cost esti
mates, the cost relative to pay roll would naturally be lower.
As in the cost estimates for the plan proposed by the Advisory
Council on Social Security of the Senate Finance Committee (S. IDoe.
208, 80th Cong., 2d sess.), two separate cost illustrations have been
developed in order to show possible ranges in benefit costs.
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The low- and high-cost assumptions relate to the cost as a percent
of pay roll in the aggregate and not to the dollar costs. The two cost
assumptions are based on possible 'variations in fertility rates, mortal
ity rates, retirement rates, remarrag rates, etc.
In general, the cost estimates have been prepared according to the
same assumptions and techniques as those contained in Actuarial
Studies Nos. 23, 27, and 28 of the Social Security Administration, and
also the same as in the estimates prepared for the Senate Finance
Committee's Advisory Council. It may be mentioned here that in
all those estimates-as well as the present ones-there are the follow
ing important elements:
(1) In later years many women will be eligible for both primary
benefits and either wife's or widow's benefits. In such instances,
these individuals have been assumed to receive full primary
benefits and residual wife's or widow's benefits, if larger than the
primary benefit. The numbers of such individuals receiving
residual wife's or widow's benefits and the average sizes of such
benefits are not shown, but the total amount of such benefits is
included in the tables giving the amounts of benefits in dollars
and as percentages of pay roll.
(2) The effect of the maximum-benefit provisions will have a
considerable influence. It has been assumed that the number
who would receive benefits in a particular case -would include only
those who would receive benefits at the full rate 'plus one indi
vidual who would receive partial benefits completing the maxi
mum, and with all other potentially eligible beneficiaries being
disregarded.
The assumptions as to the major elements, population, employ
ment, and wages, may be summarized as follows:
POPULATION

The low-cost estimates assume United States 1939-41 mortality
rates constant by age and sex throughout all years. Th6 high-cost
estimates are based on improving mortality similar to the National
Resources Planning Board low mortality bases, with an assumed
further improvement with time for ages over 65 to allow for possible
gains due to geriatric medical research.
The low-cost es~timates assume level birth rates similar to the
United States 1940-45 experience, which was relatively high. The
high-cost estimates assume a decreasing birth rate in the future Simi
lar to the National Resources Planning Board's medium estimate.
For both the low- and high-cost estimates no net immigration is
assumed.
Table A summarizes these populati on projections. Although in the
year.2000, the total population of 199 million under the low-cost
assumptions is higher than the 173 million under the high-cost assump
tions, the corresponding figures for the aged group (65 and over) are
19 million and 28% million, respectively.
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TAB3LE

A.-Estimated United States population in future years
[In millions]

Clnayer

Aged 20-64

Aged 65 and over

Men lWomen Total

Men lWomenl Total

All ages
Men 1Worn

Toa

Census estimate for 1948

194 -----------------

42f

43J

86J1

5,2 1 5.7J1

10.91

73J

74f

147

73
76
79
83
89
94
99

74
77
80
85
90
95
100

147
153
159
158
179
189
199

73
75
77
81
85
86
87

73
76
78
82
86
86
86

146
151
155
163
170
172
173

Projection for low-cost assumptions
1910 -----------------------19655-----------------------1960------------44
1970-----------------------1980 -----------------------'1990-----------------------2000 ------------------------

43
41
47
50
52
67

44
44
45
48
50
52
66

87
5.3
87
6.0
89 .6.5
95
7.1
100
7. 8
104
8.4
113
8.3

5.9
11.2
6.7
12.7
7.5
14.0
8. 8
15.9
10.1
17.9
11.1
19.5
10.7 1 19. 0

Projection for high-cost assumptions
1950 -----------------------1955 -----------------------1960 ------------------------1970 -----------------------1980 -----------------------1990 -----------------------2000 ------------------------NOTE.-See

43
44
45
49
50
5i
52

44
45
46
49
50
50
s0

87
89
91
988100
101
102

5.4
6. 2
7.0
8.5
10.4
12.4
13.3

6.0
6.9
7.9
10.0
12.4
14.7
16. 2

11. 4
13.1
14.9
18.5
22. 8
27.1
28.6

text for description of bases of population projections.
EMPLOYMENT

Both the low-cost and high-cost estimates assume close to full
employment although somewhat below the level prevailing at the
end of 1948. The previous estimates were, in general, based on con
ditions in 1944-46. A change made in these estimates to allow
partially for the higher employment since then has been to assume that
all coverage figures (and thus resulting beneficiary figures) are about
5 percent higher. Civilian employment averaged about 53,000,000
in 1944-46, but in 1948 averaged 59,000,000, an increase of over 10
percent, while in the first half of 1949 the average was over 58,000,000.
WAGES

Both the low-cost and high-cost estimates are based on wage levels
slightly below existing ones. Previously with a $3,000 maximum
wage base, an average four-quarter wage of $2),400 was used for men
and $1,440 for women. With the raising of the maximum taxable
wage from $3,000 to $3,600, the assumed average four-quarter wage
for men has been increased to $2,550. At the same time the assumed
four-quarter wage for women has been increased to $1,625 (not because
of the increase in the maximum taxable wage, which would have
relatively little effect for women, but rather to maintain the 60-percent
relationship between female and male wages, which has been expe
rienced in the past when wages are considered with virtually no
maximum).
The actual recorded wages for four-quarter workers may be com
pared with those used in the cost estimates (adjusted downward for
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men to allow for the $3,000 maximum prevailing in the actual wage
data) as follows:
Men
Used in cost estimates --------------------------------------------------Actuall1944-----------------------------r-------------------------------Actual 1945 ------------------------------------------------------------Actual 1940 ---------------------- -------------------------------------Actual 1947 ------------------------------------------------------------Actual 1948 -------------------------------------------------------------

$2.400
2.300
2,293
2,202
2,374
2,500

Women
$1,825
1,402
1,384
1, 47?
1,801U
1,700

As to the bases for the disability estimates, the following assump
tions are used:
(a) Low-cost estimate.-Incidence rates for men are about 45 percent
of class 3 (experience of life-insurance companies under disabilityincome policies for the early 1920's, modified for a 6-month waiting
period). Incidence rates for women are 50 percent higher. Termi
nation rates are German social-insurance experience for 1924-27,
which is the best available experience as to relatively low disability
termination rates.
(b) High-cost estimate.-Incidence rates for men are 90 percent of
the so-called "165 percent modification" of class 3 (which includes in
creasingly higher percentages for ages above 45); this modification
corresponds roughly to insurance-company experience during the de
pression years of the early 1930's. Incidence rates for women are
100 percent higher. Termination rates are class 3. The incidence
rates used for bot~h estimates are 10 percent lower than those used in
Actuarial Study No. 28 (which related to H. R. 2893) because in H. R.
6000, unlike H. R. 2893 and the insurance-company policies, disability
is not presumed to be permanent and total after 6 month's duration
but rather must be so proven then.
It will be noted that the low-cost estimate includes low incidence
rates (which taken by themselves produce low costs) and also low
termination rates (which taken by themselves produce higher costs,
but which are felt to be necessary because with low incidence ratesmeaning only severely disabled beneficiaries-there would tend to be
low termination rates because there would be few recoveries). On
the other hand, the high-cost estimate contains high incidence rates
which are somewhat offset by high termination rates, which it seems
reasonable to assume would result under such circumstances since the
high incidence rates imply many cases where recovery and rehabilita
tion will occur.
It is conceivable that if there were not strict administrative prac
tices, there could be low termination rates combined with high inci
dence rates, which would produce appreciably higher costs than
.shown here. Also in a period of severe depression if there were not
adequate unemployment insurance and assistance or work projects,
there would tend to be higher disability costs than shown hereespecially if the scale'-of disability benefits were relatively high as
compared with other available benefits or assistance. On the other
hand, extremely low costs would develop if low incidence rates were
combined with high termination rates, but this hardly seems a possible
combination under any circumstances.
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The table below compares the estimated proportion of the popu
lation age 65 and over who are fully insured under the present limited
coverage and under the expanded coverage recommended:
Present coverage

IExpanded coverage

Calendar year'-____
Men

1650----------------------------------------------1960------------------------------------------------1970 -----------------------------------------------1980 -----------------------------------------------1990 -----------------------------------------------2000-------------------------------------------------

Percent
33-37
44-49
54-62
64-73
72-81
74-4

Women
Percent
4-5
7-10
10-14
16-22
27-34
35-43

Men
Percent
35-39
65-63
65-74
73-82
78-87
81-90

Women
Percent
4-5
10-13
13-19
20-27
30-37
39-4T

It will be noted that the above figures for women include only those
insured by their own employment and not those eligible through their
husband's earnings. If the latter group had also ben included, the
resulting figures would have been somewhat larger than those shown
for men.
As in previous cost estimates, no account is taken of the special
veterans benefits of section 210 of the Social Security Act, renumbered
as section 217 by H. R. 6000 (the extra cost of which is paid from the
General Treasury) or of the 1947 amendment to the Railroad Retire
ment Act which prvdes for coordination of old. age and survivors
insurance and railrooavd wages in determining survivor benefits.

C.

RESULTS OF

COST

ESTIMATES

As indicated previously, the extensive cost estimates presented in
this section have been developed on a range basis. It may be noted
that the preliminary cost estimates given in the committee report
on H. R. 6000 were on an intermediate basis, although it was recog
nized that "it would be desirable to present the cost estimates as a
range." In the next section the intermediate estimiates developing
from the low-cost and high-cost estimates of this report will be com
pared with the estimates in the committee report.
Table 1 gives the estimated taxable pay rolls for the coverage
provided under the bill and in accordance with the assumptions made
previously as to participation by State and local governmental
employers and by nonprofit employers. As indicated in the previous
section, the assumptions made as to wage rates are on the low side (in
order to be conservative) so that the total pay rolls resulting here are
also somewhat on the low side.
Since both the low-cost and the high-cost estimates assume a high
future level of economic activity, the pay rolls are substantially the
same under the two estimates in the early years. Accordingly, there
is little difference in the contribution income in the two estimates.
'The assumptions which affect benefits, however, have widely different
effects even in the early years of the program. The range of error in
the estimates, nevertheless, may be fully as great for contributions as
it is for benefits.
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TABLE 1.-Estimated taxable pa~rolls under H. R?. 6000
[In

billions of dollars]

_______

_______

Calndr yarLow-cost
Caedrysrestimate

High-cost
estimate I

I

19501------------------------------------------------------------------19155-------------------------------------------------------------------1960 -------------------------------------------------------------------_124
1970------------------------------------------------------------------1980 -------------------------------------------------------------------------------------------------------1990--------------------- --2000 --------------------------------------------------------------------

106
109
113

104
109
114
124
129
132
132

132
141
110O

1 Based on high-employment assumptions.

Table 2 shows the estimated number of monthly beneficiaries in cur
rent payment status under the proposed plan. In regard to disability
beneficiaries, the number ultimately ranges from almost 1 million
in the low-cost estimate to 2g million in the high-cost estimate.
TABLE 2.-Estimated numbers of monthly beneficiariesIunder H. R?. 6000
[In thousands]
Old-age beneficiaries
Calenidar year

Survivor beneficiaries

2

-

Primary

Wife's 4

ahl'Widow's~4Parent's 4i~

I

te'iChild's

Disability
bne
primarye,

Low-cost estimate i

1960--------1,388
15--------1,881
1960----------------- 2,624
1970 --------------- I1 4,056
1980-----------------15,654
1990----------7,
733
2000-----------------I
8,887

413
564
750
1,015
1,2401
1, 217
1,184

41
49
61
88
111
134
129

278
610
1,040
1,968
2,673
3,010
3,000

17
28
37
42
42
39
34

183
262
298
347
383
415
412

6250 ----
923
1,113
1,309
1,438
1, 568
1,705

190
380
624
769
817
905

High-cost estimate
1960----------------- 1191
1915----------2,634
1960---------4,261
1970----------------- 6,800
1980---------------- 10, 292
19900----------------114,1527
2000---------------17, 428

~

449
718
1,133
1,653
2,149
2,470
2,595

14
73
99
119
120
121
86

290
623
1,017
2,009
2,711
3,119
3,076

27
48
69
90
97
94
90

225~
292
313
300
279
264
214

610 --------
811
194
1,188
883
804
1, 706
2,901
711
610
2,089
600
2, 226

I As of middle of year.

2I. e., for benefits paid in respect to retired workers.
3Does not include those who are eligible for old-age primary benefits by reason of having attained the
mninimumr retirement age.
4 Does not include beneficiaries who are also eligible for primary benefits.
I Based osshighi-employment assumptions.

Table 3 shows the estimated average benefits under the proposed
plan. These are given only for the two calendar years, 1960 and 2000,
since in general there is a smooth trend in the intervening period.
It will be noted that for both old-age and disability primary bene
ficiaries separate figures are given for men and women, since the
results differ greatly and since a combination would obscure the trend.
For meii, the average old-age benefit will increase with time as a
result of the increment. On the other hand, for women the average
old-age benefit shows a decrease because of the effect of the continua
tion factor, since there will ultimately-be a large number of women
receiving primary benefits who did not engage in covered employment
for their entire adult lifetime after 1949.
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TABLE

3.-Estimated average monthly benefit payments and average lump-sum
death payments under H. R. 6000
Category

1960

Old-age primary ------------

$40--$51

$45-$47

Female ------------------ 46- 47

33- 31

26- 26

27- 28

Wife's I-----------------------

Widow's I------------------Parent's'2--------------------

38- 38
41- 43

1960

Category

2000

40- 43
30- 41

2000

Child's 3------------------...$34- $35
Disabiityprima-ry'4 --------- 52Male------------6-

$33- $34

56

46-

50

59

5-_

58

Fema~le------------------ 46- 499 355- 38
139- 146
Lump sum deaths5 ---------- 149- 154

I Does not include those eligible for primary benefits.
2 Does not include those eligible for primary or widow's benefits.

3Includes both child's benefits for old-age primary beneficiaries and child survivor beneficiaries.
' Does not include those who are eligible for old-age primary benefits by reason of having attained the
minimum retirement age.
5 Average amount per death.
NOTE: Lower figure of range shown is for high-cost estimate, while higher figure is for lew-cost estimate.

Table 4 presents costs as a percentage of pay roll for each of the
various types of benefits. The level-premium cost shown for the pro
posed plan is roughly 4Y4 to 73Apercent of pay roll or about the same as
for the plan of the Advisory Council on Social Security of the Senate
Finance Committee, including the limited disability provisions. These
level-premium costs are somewhat higher than those for the. original
Social Security Act of 1935-namely, 5 to 7 percent-because of two
factors not specified in the plans themselves: first, a lower interest rate
is used here-namely, 2 percent as against 3 percent-and, second, the
program proposed is nearer maturity since a portion of the benefit roll
has been built up; in other words, some of the period of low cost has
been passed through without at the same time building up the sub
stantial funds which would have been accumulated if the original tax
schedule or original level-premium rate had been in effect in the past.
TABLE

4.-Estimated relative costs in percentage of-pay roll for H-. R,. 6000, by type
of benefit
[Perceset]

Calndr
yar

Old-age
primary

Widwi-~
WiesIow's I

Parent's

.Mte'!hll

MteS

hlds2

Disability

Lump5

dea %t

Toa
ota

Low-cost estimate 3
1950----------671
1955----------------1960---------142
1970---------205
1980 ---------------1990---------3.
2000---------3.32
Level premnium 4---

1.03
2.66
26
2.0,2

0.11
.16
2
.27
.31
.31
.28
.26

6.11
.24

4
.77
1.02
1.14
1.10
.68

0.01
.01
.02
.02
.02
.01
.01
.01

0.08
.11
.13
.14
.15
.15
.15
.14

0.24----- -- --.317
0.12
.44
.22
.47
.32
.35
.49
.35
. 50
.50
.36
47
.31

0.06
.08
.09
.11
.13
.14
.14
.12

1.32
2.11
2.95
4.16
5.12
5. 85
5.86
4.82

0.25----------.34
0.34
.35
.661
.29
.82
.25
.88
.23
.88
.93
.20
.25
.75

0.06
.07
.08
.10
:11
.14
.15
.12

1.49
2.80
4.21
5.85
7.66
9.45
10.45
7. 75

High-rest estimate3
1505----------------- 0.84
1955---------1.45
1960--::--- ----------- 2.23
1970---------3.30
68
190---------4.
1950----------6.22
2000---------7.09
4.99
Levelpeim

0.12
.20
.31
.41
.53
.62
.07
.51

0.11
.25
.43
.78
1.0or)
1.23
1.27
.96

0.01
.02
.03
.01
.03
.03
.03
.03

0.09
.13
.14
.12
.11
.10
.10
.11

are excesses of wife's and widow's benefits over primary benefits for femrale primary beneficiaries
IIncluded
also eligible for wife's or widow's benefits.
'Includes both child's benefits for old-age primary beneficiaries and child survivor beneficiaries.
Based on hisic-empisymeist assumptions.
4Level-premium contribution rate (hosed on 2-percent interest) for benefit payments after 1949 and into
I erpetuity net taking into account the acc.umnulated funds at the end of 1949 or administrative expenses.
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Trable 4 (a) likewise shows costs as a percentage of pay roll, but
summarizes thern~for the three major categories, old-age, survivors,
and disability benefits.
TA1ELE 4 (a) .- Summary of relative costs in percentage of pay roll for H. R?. 6000,
by type of benefit
[Percent]
Calendar year

Old-age

Ii

ISurvivors

Disability

Total

Low-cost estimate I
1950 -----------------------------------------------1955------------------------------------------------1960------------------------------------------------1970------------------------------------------------1980------------------------------------------------1990------------------------------------------------2000------------------------------------------------Level premium 4-.................................
----

0.83
1.20
1.64
2.34
3.00
3.60
3.62

0.48 -----.80o
0.12
1. 09
.22
1.50
.32
1.77
.35
1.90
.35
1.88
.36
1. 60
.31

2.90

1.32
2.11
29
4.16
5.12
5.85
5.86

4.82

High-cost estimate 3
1950-----------------------------------------------1955L----------------------------------------------1960------------------------------------------------1970 -----------------------------------------------1980------------------------------------------------1950 ----------------------------------------------2000-------------------------------------------------

Level premium'-----------------------------------....

0.98
1.67
2.56
3.74
5.24
6.87
7.78

0. 51 -----. 79
0.34
5. 00
.66
1.30
.82
1.54
. 88
1.69
.88
1.73
.93
1.44
.79

5.53

1. 49
2.80
4.21
5.85
7.66
9. 45
10. 45
1. 75

1Includes old-age primary benefits, wife's benefits, and child's benefits for cld-age primary beneficiaries.
2Includes widow's benefits, parent's benefits, mother's benefits, survivor child's benefits, and lump-sum
(death payments.
Based on high-employment assumptions.
'Level-premium contribution rate (based on 2-percenit interest) foe beniefit payments after 1949 and into
perpetuity not taking into account the accumulated funds at the end of 1949 or administrative expenses.

Table 5 gives the dollar figures for various future years for each of
the different types of benefits.
'TABLE 5.-Estimated absolute costs in dollars for H. R?. 6000, by type of benefit
[In millions of dollars]
Caedr~
Old-age Wife's
Calndd-eaprimary

ow s
owsI

Parent's

Mother's Child's 2 Disabil' Lumpsum
ity . death

Total

Low-cost estimate
1980 ---------------- 755
1955---------------- 1,122
1960---------------- 1.801
1970 ---------------- 2, 543
1980 ---------------- 3, 522
1990 --------------- 4,586
2000--------------4,993

114
170
235
336
409
431
415

IIl
263
478
961
1.350
1,508
1,645

9
15
19
21
21
19
17

83
125
152
180
198
214
233

257----402
127
497
254
587
401
044
467
701
490
756
541

62
87'
103
139
1066
194 I
2141

1, 391
2,311
3, 339
5,108
6, 783
8,23:3
8,818

62
80
90
119
145
178
203

1.556
3.046
4, 786
7,273
9,900
12,443
13, 836

High-cost estimate3
1950-----------------8978
1955 ---------------- 1, 575
1980 ---------------- 2, 529
1970---------------- 4,104
1980--------------- 6,049
1990 ---------------- 8, 199
2000 ---------------- 9, 391

126
219
349
506
680
816
887

119
271
490
973
1,374
1,617
1, 686

14
24
34
42
45
44
42

99
140
154
149
139
131
126

258----365
372
390
744
365
1,015
328
1,140
300
1,158
268
1,233

-IIncluded
are excesses of wife's and widow's benefits over primary benefits for female primary beniefici
aries also eligible for wife's or widow's benefits.
2 Includes both child's benefits for old-age primary beneficiaries and child survivor beneficiaries.
3 Based on high-employment assumptions.
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Table 6 presents the estimated operations of the trust fund under
the expanded program. The trust fund at the end of 1949 is estimated
to be $12,000,000,000 in all instances. The trust fund has been
developed on the basis of a 2-percent interest rate; in the next section
somne consideration will be given as to the effect of a higher interest
rate. Throughout, there is the -assump~tion that no Governmen t.
contribution to the system is made since H1. R. 6000 strikes out the
provision of the present law which would permit this.
TABLE 6.-Estimated progress of trust fund for H. R. 6000
[In millions of dollars]
calendar year

Contribu-lin

Benefits
smns

Administrative
expense

Ineet
n undt

Fund at
ndo
year

Low-coat estimate 3
1950( -----------------------------------3,091
19655-----------------------------------4,262
1960-------------------------------------15,422
1970------------------------------------7,820
1980------------------------------------8,396
1990------------------------------------8,923
2000------------------------------------9,536

1,391
2,111
3,339
5,168
6,783
8,233
8,818

53
68
85
117
145
170
181

256
508
721
1,324
2,063
2,728
3,423

13,903
26,853
37, 771
68,789
105,954
139,389
174,826

254
413
543
726
736
211

13,683
23,668
27,972
37,228
36, 562
8,565

High-cost estimate 3
1850------------------------------------- 1
3,056
1955---------------------------4,241
1960---------------------------------------15,443
1970------------------------------------7,830
198(1------------------------------------8,194
1990------------------------------------8,349
2000i------------------------------------8,395

1,556
3,046
4,786
7,273
9,900
12,4431
13,836

71
100
135
185
236
285
312

(4)

(4)

'Combined employer, employee, and self-employed contributions. The combined employer-employee
late is 3 percent for 1950, 4 percent for 1951-59, 5 percent for 1960-64, 6 percent for 1965-69, and 6)-S percent
for 1970 and after. The self-employed pay three-fourths of this rate.
2Interest is figured at 2 percent on average balance in fund during year but is payable at end of year.
'Based ois high employment assumptions.
Fund exhausted in 1992.

Unader the low-cost estimate the trust, fund builds up quite rapidly
anid even some 50 years hience it is growing at a rate of $4,000,000,000
pci- year and at that time is abou-t $175,000,000,000 in magnitude.
On tile other hand, under the high-cost estimate the trust. fund builds
up to a Inaximum of about $40,000,000,000 in 19 '75, but decreases
dier-eafter until it is exhiausted shortly after- 1990.
These results in cost estimates could be expected to develop since
the system. on an nitermecliate-cost estimate basis is intended to be
appr-oximately self-supporting. Accordingly, a low-cost estimate
shudshow that the system is mor-e tha~n self-supporting, whereas a
high-cost, estimate should show that, a deficiency would arise later on.
In actual practice under the philosophy adopted in H. R. 6000 and as
set forth in tile committee report, tile tax schedule would be adjusted
in futur-e year-s so that neither of the developments of the trust fund
shown n table 7 would ever eventuate. Thus, if experience followed
the low-cost estimate, the contribution rate would probably be ad
justed downward, or perhaps would not be inci-eased infuture years
according to schedule. On the other hand, if the experience followed
the high-cost estimate, the contribution rates would have to be raised
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above those now scheduled in H. R. 6000. At any rate, the high-cost
estimate does indicate that under the tax schedule adopted there would
be ample funds for several decades even under relatively unfavorable
experience.
The effects of the new eligibility conditions and the new concept of
cornputing the average monthly wage, when combined with the large
number of new persons brought into coverage, are particularly difficult
to estimate during the early years of operation. The number of per
sons who will qualify and retire to get benefits on the new basis is more
uncertain when we are dealing only with older workers and the qualify
ing work period is relatively short. While an attempt has'been made
to allow for this very important factor of lag, the benefit estimates
used for the early years in developing the trust-fund progression may
be overstatements to some extent, and this might extend to the figures
shown for 1960.
D.

INTERMEDIATE COST ESTIMATES

As mentioned previously, the committee report presented inter
mediate-cost estimates. In this section there will be given cor
respondhibg figures developed from the low-cost and high-cost estimates
of this report. These intermediate costs are based on an average of
the low- and high-cost estimates (using the dollar estimates and
developing therefrom the corresponding estimates relative to pay roll).
It should be recognized that these intermediate-cost estimates do not
represent the "most probable" estimates, since it is impossible to de
velop any such figures. RatheBr, they have been set down as a con
venient and readily available single set of figures to use for com
parative purposes.
AlsoI a single intermediate figure is necessary in the development of
a tax schedule which will make the system self-supporting. The
committee, in setting up a specific schedule, fully recognized that this
would be slightly different from what will actually be required to ob
tain exact balance between contributions and benefits. However,
this procedure does make the intention specific, even though in actual
practice future changes in the tax schedule might be necessary. Like
wise, the committee recognized that exact self-support could not be
obtained from a specific set of integral or rounded fractional rates, but
rather that this principle of self-support should be aimed at as closely
as possible.
Accordingly, the estimates in the committee report showed that the
proposed system is not exactly self-supporting, but rather slightly
deficient under the assumptions made. Thus, in regard to the ulti
mate 6Y2-percent employer-employee rate, the committee stated as
follows:
If a 7-percent ultimate employer-employee rate had been chosen, the cost
estimates developed would have indicated that the system would be slightly
overfinanced. Your committee believes that it is not necessary in such a longrange matter to attempt to be unduly conservative and provide an intentional
overchange~-especially when it is considered that it will be many, many years
before any deficit or excess in the ultimate rate will be determined and even at
that time it will probably be of only a small amommnt.

Table 7 presents costs of benefits under H. R. 6000 as a percentage
of pay roll for each of the -varioustypes of benefits for the intermediate
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cost estimate, and is comparable with table 4 of the previous section.
The figures in table 7 a-re also comparable with the preliminary costs
prese'nted in the committee report (table 9), and a comparison indi
cates fairly close agreement.
TABLEF 7.-Estimnated relative costs ine percentaac of pay roll for

of beneft-.Intermnediate-coit -estimate1

H. R?.6000, byj type

[ Percent]
CaenOlyar
clnayer

0d-ago
primary

ie '2Wi
Wie'w2\Asd

Pr
Moh'sClds
Paen
hl'
Ow S Mt2'
ent

Dabl
Disail
ity

Lump
suin
death

Total

1950----------------- 0.78
0.11
0.11
0.01
0. 09
0.25----------- 0.06
1911 ---------------- 1.24
.18
.24
.02
.12
.35
0.23
.08
1960----------------- 1.82
.21
.43
.02
.14
.39
.44
.08
1970----------------- 2. 67
.34
.78
.03
.13
.38
.57
.10
1980----------------- 3. 60
.42
1.04
.03
.13
.
37
.81
.12
1990----------------- 4.69
.46
1.18
.02
.13
.37
.60
.14
2000.---------------- 5.08
.46
1.18s
.02
.13
.36
.63
.15
Level premium:'
At 2 percent......
3.76
.38
.92
.02
.13
.30
.54
.12
At 21 pereent----------- --------- --------- --------- --------- --------- ------------At21/,percent ----------- --------- --------- --------- ----------------------- ---------

1.40
2. 46
3.58
9.01
6.37
7.89
8.01
6.24
6.06
8590

I Based on high-emplloyment assumptions. These intermediate costs are based on an average of tbe
high and low dollar costs.
are excesses of wife's and widowv's. benefits over primary benefits for female primary bans.
ficiaries also eligible for wife's or widow's benefits.
3 Includes both child's benefits for old-age primary beneficiaries amid child survivor beneficiaries.
4 Level-premiuin contribution rate for benefit payments after 1949 and into perpetuity not taking into
account the accumulated funds at the end of 1049 or administrative expenses.

~Included

Chart 1 compares the year-by-year cost of the proposed plan as a
percentage of pay roll with the employer-employee contribution rate
prescribed in the bill. It will be noted that the two curves do not
cross until the year 1980. Of course, it will be recognized that since
this is an intermediate-cost estimate, it is readily possible that the two
curves in actual experience could cross much sooner, or even later.
The level-premium cost shown for the proposed plan is 6.24 percent
of pay roll, based on 2-percent interest, which compares quite closely
with the corresponding figure of 6.20 percent in table 7 of the com
mittee report. For a 23%-percent interest rate, the corresponding
figures are 6.06 and 6.05 percent, while for a 2y2-pereent interest rate
the cost according to the more comprehensive cost estimates of this
report is 5.90 percent.
From table 1 it may be seen that the intermediate estimate of the
total taxable pay roll would range from about $105,000,000,000 in
1950 to about $140 ,000,000,000 eventually. Trhe corresponding figures
in the committee report are $115,000,000,000 and $145,000,000,000,
respectively, in table 8 thereof. These differences result from the
slight variance in assumptions as to wage levels.
Table 8 gives the dollar figures for various future years for each of
the different types of benefits for the intermediate-cost estimate and
is comparable to table 5 of the previous section. Total benefit pay
ments are shown to rise from almost 1.5 billion dollars in 1950 to 11.3
billion dollars some 50 years hence. The estimates in the committee
report (table 8) showed corresponding figures of 1.3 and 11.7 billion
dollars which are in close agreement.
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CHART 1

COST OF PROPOSED PLAN
PEF1CENTOF PAYROLL
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TABLE 8.-Estimated absolute costs in dollars for H. R. 6000 by type of benefit-

Intermediate-cost estinqate 1
[In millions of dollars]

Calendar year

Oldag

primary

1950----------------- 816
19155---------------- 1,148
1960---------------- 2,065
.1970--------3,324
1980---------4,786
1990 ---------------- 6,392
2000---------------- 7,192

lkfe's

120
194
292
421
544
624
651

Old-ge
Widow's 2

ai*
Paent's

115
267
484
967
1,365

12
20
26
32
33

1,608

32

1,668

30

3

Moher' Chld'
DsabL- mp
xsCids3Dsb-sum
Mteity
death
91
132
153
164
168
172

180

258 --384-250
446
499
476
708
486
804
100
824
112
887

62
84
96
12'3
156
186
208

Total

1,474
2.679
4,061
6,221
8,342
10,338

11,328

I Based on high-employment assumptions. Thess intermediate costs are an average of the high and low
dollar costs.
2Included are excesses of wife's and widow's benefits over primnary benefits for femalq Primary beneficiaries
alsoeligible for wife's or widow's benefits.
3Includes hoth child'Is benefits for old-age primary, beneficiaries and child survivor beneficiaries.

Table 9 presents the estimated operation of the trust fund under
H. R. 6000 according to the intermediate estimate (using a 2-percent
interest rate), and is comparable to table 6 of the previous section.
According to this estimate, the trust fund grows steadily, reaching a
maximum of about $75,000,000,000 shortly before 1990 and then
declines slowly thereafter. This indicates, as was also the case in
the committee report, that the proposed tax schedule is not quite
self-supporting but is sufficiently close for all practical purposes con
sidering the uncertainties and variations possible in the cost estimates.
As compared with the corresponding estimate in the committee report
(table 8) the figures here are somewhat lower since the maximum
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trust fund attained in the conmnittee report was slightly over $90,000,
000,000. However, as stated previously, the committee report
estimates were based upon a somewhat higher wage level, and naturally
the trust fund would build up to a larger figure.
TABTLE 9.-Estimated pDrogress of trust fund for H. R. 6000-Intermediate-cost
estimate I
[In millions of dollars]

Calendar year

ContribuBenefit
tln
pyet
dos3 pamns

1950------------------------------------3,073
19655----------------- ------------------4,251
1960 ------------------------------------ -5,433
1970------------------------------------7,825
1980------------------------------------8,295
1990------------------------------------8,636
2000 -----------------------------------8,966

Administrative
expense

1,474
2,679
4,061
6,221
8,342
10,338
11,328

62
84
110
1511
190
228
246

ners
Ifndees
ofud
255
481
632
1,025
1,400
1,470
1,275

Fund at
end of
year
13,792
25,257
32,876
53,021
71,285
73,998
63,740

' Based on high-employment assumptions. This intermediate-cost estimate is based on an average of
the high and low dollar costs.
ICombined employer-employee contribution schedule is as follows: 3 percent for 1950, 4 percent for 1951
59, 5 Percent for 1960-64, 6 Percent for 1965-69, 6M' percent for 1970 and after. Self-employed rate Is threefourths of the combined rate.
3Interest is figured at 2 percent on average balance in fund during year but is payable at end of year.

Detailed calculations have also been made for the intermediatecost estimate to show the effect of using a different interest rate
than 2 percent, and the results are shown in the following table:
Fund at end of year (in billions of
dollars)
Calendar year

-______-______

2-percent
interest
1950 ------------------------------------------------------1960------------------------------------------------------1970 ------------------------------------------------------1980------------------------------------7------------------1990 ------------------------------------------------------2000 -------------------------------------------------------

13.8
32.9
53.0
71.3
74.0
63.7

2Y4-Percent
interest
13.8
33.6
55.0
75.5
81.3
74.8

2%i-Percent
interest
13.9
34.3
57.2
80.1
89.3
87.3

If the interest rate is taken as 2%percent (it is now very close to
2%percent), thie trust fund would reach a peak of $90,000,00,00 some
40 years hence and would decline very slightly thereafter. In fact,
the tax schedule in H. R. 6000 would, under the assumptions used in
the intermediate-cost estimate, put the system on a virtually selfsupporting basis if-the interest rate on the trust fund were as high as
2%
12percent.
Detailed computations have also been made as to the estimated
progress of the trust fund if the tax schedule under H. R. 6000 pro
vided for an increase in, the combined employer-employee rate to
7 percent for 1970 and after instead of the 6%percent rate contained
in the bill. At a 2 percent interest rate the trust fund would build
up to a peak of over $95,000,000,000 very shortly before the year
2000, and would decline very slightly thereafter, so that the system
would be virtually self-supporting. If for this tax schedule an
interest rate of 2%percent had been used, the system would have been
overfinanced, or, in other words, more than self-supporting.
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In summary, the analysis in this section has indicated that the
preliminary cost estimates made in the committee report gave sub
stantially the same results as those based on more detailed calcu
lations. The level-premium cost of the benefits under H. R. 6000
is close to 6Y4 percent if a 2 percent interest rate is used and close to
6 percent on the basis of a 2~~percent interest rate. The various
calculations of the progress of the trust fund indicate that the tax
schedule provided in H. iR. 6000 is not quite sufficient to make the
system self-supporting, but considering that an unwieldy fractional
ultimate rate is not desirable, the schedule in the bill produces to a~ll
intents and purposes a self-financed old-age, survivors, and disability
insurance system. As the committee report stated, it is not necessary
in such a long-range matter to attempt to be unduly conservative and
provide an intentional overcharge, especially when it is considered
that it will be many years before any deficit or excess will be determi
nable, and even at that time it will probably be of only a small amount.

E.

COMPARISON WITH COSTS FOR OTHER PLANS

The proposed plan in H. R. 6000 may be compared with the present
plan as set up by the 1939 amendments and also with the original
system set up by the 1935 Social Security Act. In addition, com
parison may be made with the cost of the plan suggested by the
Advisory Council on Social Security of the Senate Finance Committee
and with H. iR. 2893, which was the administration bill introduced for
purposes of hearings and consideration before the Conunittee on Ways
and Means.
Chart 2 compares the year-by-year cost of the proposed plan with
the latest cost estimates of the present act. It will be noted that in
both instances a range in the cost illustrations is used. As would be
anticipated, the proposed plan has a higher cost throughout than the
present act since benefits are liberalized considerably.
Chart 3 deals with the proposed plan in H. R. 6000 as compared
with that in H. R. 2893 and with that of the Advisory Council. For
both the low-cost and the high-cost estimates the proposed plan is
significantly less costly than H. iR. 2893; this is principally due to the
reduction in the "increment" to one-half percent and to the elimina
tion of dependents benefits for disability beneficiaries. As compared
with the Advisory Council plan, H. iR. 6000 is slightly lower in cost
for the low-cost estimate, but somewhat higher for the high-cost
estimate; this is largely the result of the more liberal permanent and
total disability benefits in H. iR. 6000 since this particular item has a
relatively wide possible range of cost.
Chart 4 contrasts the cost of the proposed plan under H. R. 6000
with the original cost estimates for the 1935 act and the present act.
Throughout, the proposed plan is lower in cost than either of, the
other two, which indicates that the amendments proposed in H. iR.
6000 do not constitute a more costly plan (as a percent of pay roll)
than was originally contemplated. in 1935 and again in 1939..~It
should be emphasized that throughout there are compared the costs
relative to pay roll, which is the significant comparison. The dollar
amounts of .benefits under R. iR. 6000 are substantially increased,
but so too are contributions, (lue to extension of coverage and the
rise in wage levels in the past. Of course, if cost estimates were
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made for the* 1935 and 1939 plans with their lower dollar benefit
levels but using present wage levels, the resulting costs would be
far below those shown for H. R, 6000.
CHA&RT 2

COST OF PROPOSED PLAN COMPARED WITH LATEST
COST ESTIMATE FOR PRESENT ACT
PERCENT OF PAYROLL_____

__

______

8

LOW COST
ESTIMATE
6

12

HIGH COST
ESTIMATE
I0

8

1950

_

1960

1970

1980

1990

_

_

_

_

2000

A part of the explanation for the lower costs of the proposed plan
relative to pay roll as compared with the costs of the. 1935 act and the
1939 amendments that were estimated when these programs were
enacted is because of retirement rate assumptions. The decade of
experience to date has indicated that at least under relatively high

17

COST~ESTIMATES, OF OLD-AGE AND SURVIVORS INSURANCE

employment conditions persons beyond the minimum retirement age
tend to remain in employment much longer than was originally antici
pated.and thus do not then draw retirement benefits. However, there
CHART

3

COST OF PROPOSED PLAN COMPARED WITH THAT FOR
H.R.2893*AND ADVISORY COUNCIL PLANt
PERCENT OF PAYROLL

8

LOW

______

'COST

____

M.R. 28.95
...........
f.....ADVISORY

14

COUNCILPLAN

HIGH COST
ESTI MATE

12

-----

6

1950

1960

1970

1980

1990

2000

under the system. If past mortality trends continue, the life span of
beneficiaries may increase, but this may be offset, more or less, by
even longer postponement of retirement. Another factor of uncer
taint-y as to retirement rates is the effect of private pension plans
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(including those sponsored jointly by employers and unions). As a
result of the greater apparent savings due to delayed retirement, the
money available can be used to pay relatively liberal benefits to those
CHART 4

COST OF PROPOSED PLAN COMPARED WITH ORIGINAL
COST ESTIMATES FOR 1935 ACT AND PRESENT ACT
PERCENT OF PAYROLL

LOW 'COST

10
8

6

9516090
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EXTENSION OF SOCIAL SECURITY TO PUERTO RICO
AND THE VIRGIN ISLANDS
PART I.

INTRODUCTION

The purpose of the visit of the Subcommittee on Extension of
Social Security to Puerto Rico and the Virgin Islands was to obtain
first-hand information on the practical operation of the provisions of
HI. R. 6000, the Social Security Act amendments of 1949, which pro
vide for the extension to these areas of the United States of both the
contributory old-age, survivors, and disability ipsurance programs
and the public-assistance programs of the social security system.
Although it was impossible for the subcommittee to make its in
vestigation and study prior to the passage of H. R. 6000 by the House,
it was considered wise, and indeed essential, to obtain this first-hand
information for the following reasons:
1. To assure that in its application to Puerto Rico and the Virgin
Islands this far-reaching legislation, as finally enacted, will be as
sound and as effective i-n achieving its objectives as it is within the
power of Congress to establish;
2. To make certain that there are no matters or elements peculiar
to these areas which would cause unusual administrative problems;
and
3. To provide factual material essential to the intelligent considera
tion of the effect of subsequent amendments on the operation of the
system in Puerto Rico and the Virgin Islands.
The membership of your subcommittee consisted of the following:
A. Sidney Camp (Democrat, Georgia), Walter A. Lynch (Democrat,
New York), Herman P. Eberharter (Democrat, Pennsylvania),
Stephen M. Young (Democrat, Ohio), Thomas E. Martin (Republican,
Iowa), John W. Byrnes (Republican, Wisconsin), with Resident Com
missioner A. Fern6s-Isern as ex officio member during the hearings
and the preparation of that part of the report on Puerto Rico.
Hearings were held in San Juan, P. R., on November 15, 16, and 17,
during which 26 witnesses representing the various insular government
departments, together with private welfare groups, business interests,
and labor organizations, testified. These hearings have been printed
and are now a matter of public record. In addition to the public
hearings, your subcommittee held numerous conferences with Govern
ment officials and representatives of various industrial, labor, and
agricultural groups, and inspected various industrial plants, govern
ment projects, and farming areas.
Hearings were also held in Charlotte Amalie, St. Thomas, Virgin
Islands, on November 22. Accompanied by local government officials,
your subcommittee made a visit on November 23 to the island of St.
Croix, where conferences were held with the administrative officials
and interested persons of that island.
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PART II. SUMMARY

OP RECOMMENDATIONS

As a result of the information furnished by the witnesses during
the public hearings in Puerto Rico and the Virgin Islands, and as a
result of our study and investigation, your subcommittee submits
herewith the following specific recommendations relative to the exten
sion of social security to these two areas:
(A detailed analysis of the reasons for these recommendations is
contained hereinafter in this report.)
1. That the contributory insurance system of the Social Security
Act (title IT) and that the public assistance programs (titles I, IV,
and X), together with the new title XIV added by H. R. 6000, be
extended to Puerto Rico and the Virgin Islands as provided for in
H. R. 6000 except as hereinafter indicated;
2. That title II of the Social Security Act and amendments thereto
apply alike to Puerto Rico, the Virgin Islands, and continental United
States;
3. That the requirement for a quarter of coverage under OASI
(old-age and survivors insurance) for employees be maintained at
$50, as under existing law, rather than increased to $100 as provided
for in H. R. 6000;
4. That under OASI the $25 qualification requirement in H. R.
6000 (which marks the point at which taxes are imposed) for domestic
service and other service not in the course of the employer's trade or
business be raised to $50 per quarter;
5. That the minimum monthly primary benefit under OASI pro
vided for in H. R. 6000 be reduced from $25 to $20, together with such
technical adjustments necessary to result in equity and consistency in
the benefit formula and the conversion table for existing beneficiaries;
6. That H. R. 6000 be amended to provide that Federal matching
be made available to Puerto Rico and the Virgin Islands for payments
to the mother or other relative with whom a dependent child receiving
public assistance is living, as is provided for in H. R. 6000 for the
continental United States;
7. That the public assistance matching basis for Puerto Rico and
the Virgin Islands contained in H. R. 6000 be amended to provide
Federal funds as follows:
(a) For old-age assistance, aid to the blind, and aid to the per
manently and totally disabled, four-fifths of the first $15 of aver
age monthly payment, plus one-half of the next $6, plus one-third
of the next $9, with individual maximums of $30;
(b) For aid to dependent children, four-fifths of the first $10 of
average monthly payment per recipient, plus one-half of the
next $4, plus one-third of the next $3, with individual maximums
of $17 for the mother (or other adult caretaker), $17 for the first
child and $12 for each additional child in the family.
The eff'ectiveness of a social-security system under which benefit
payments are geared to length of employment and amount of wages
hinges in large measure on the appropriateness of the provisions of
the law to the economic environment in which it operates. Accord
ingly, the goal to be achieved through the establishment of a con
tributory social-insurance system can easily be defeated as the result
of too high qualification requirements and other provisions which are
not geared to existing economic conditions. In order, therefore, for
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your subcommittee to make a constructive evaluation of the appro
priateness of the provisions of H. R. 6000 to Puerto Rico and the
Virgin Islands, it was necessary for us to examine at close range their
economic pattern and structure. Our findings are discussed below.
PART III. PUERTO RICO

(a) Economic structure.-The economy of Puerto Rico is agricul
tural, and its lifeblood is sugar.
Of the total labor force of approximately 686,000, the sugar industry
employs approximately 150,000 workers; of these, 138,000 are en
gaged in actual farming operations and 11,000 in the 36 sugar mills
throughout the island. As a result of the growth of the sugar industry .
and sugar-based products, the economy of Puerto Rico has been able
to move forward. Sugarcane acreage now constitutes about 35 per
cent of all land on which agricultural crops are harvested, and sugar,
together with its byproducts, constituted 60 percent of the total value
of exports of Puerto Rico in 1948. The total value of sugar-based
exports was $115,000,000, while all the other nonsugar exports taken
together amounted to $77,000,000.
Under the Jones-Costigan Act of 1934 and the Sugar Act of 1937,
the processing and marketing of sugar from all regions supplying the
United States were limited. Although the Sugar Act quotas were
suspended in 1939, quotas were restored in 1940 but were suspended
again in 1942 as the result of sugar shortages developed during the
war.
The Sugar Act of 1948 reestablished quotas for the 5-year period
from January 1, 1948, to December 31, 1952. Under this act, Puerto
Rico's basic sugar quota is set at 910,000 tons, only 126,033 tons of
which can enter the United States as refined sugar. That this quota
limitation is having and will continue to have a restrictive impact on
the Puerto Rican economy is illustrated by the fact that in 193 1-32
the island produced 992,000 tons of sugar, 'and has produced as much
as 1,148,000 tons in 1941-42, and 1,288,000 tons in 1949.
We learned that the sugar industry consists of more than 13,000
separate farm owners and that the cost of sugar production is very
much higher in Puerto Rico than in any other cane-sugar area because
of two reasons, one being-the fact that the land having been in cultiva
tion for centuries is depleted making it necessary for the farmers to
use large quantities of commercial fertilizer, and the second reason
being that these farmers refrain from installing labor-saving machinery
in order to give as much employment as possible to the people of the
island. The unemployment situation would be further aggravated
by the installation of labor-saving devices.
The next most important agricultural products of the island ex
pressed in terms of the amount of land cultivated and the gross income
to the island from these products are tobacco, coffee, coconuts,
pineapples, papayas , plantains, and bananas. At the present time
approximately 111,000 persons are engaged in agricultural employ
ment other than sugarcane. In all, therefore, agricultural employ
ment accounts for 36.7 percent of the total labor force.
Only a small part of the island consists of high productivity soil.
Approximately 72 percent of its total land area of 3,435 square miles
is hilly and almost mountainous. It is estimated that Puerto Rico
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has 22 persons for every 10 acres of tillable soil as compared with the
continental United States which has three persons for every 10 tillable
acres.
As sugar is the life of the agricultural economy, the hand-craft
industries are the backbone of Puerto Rico's manufacturing industries.
orkers engaged in manufacturing enterprises, 54,000
Of ti1e 10,00
are employed in the needlework industries. Increasing competition
from the Philippines, and to a smaller extent Czechoslovakia, is
already cutting into this industry, which depends primarily on an
abundance of cheap labor.
In addition to the needlework and apparel industry and other tex
tile manufactures, Puerto Rico has recently undertaken the manu
facture of leather, clay, glass, plastics, and chemical products. These,
together with the manufacture of rum from molasses, the processing
operations of the agricultural products, and fruit canning and fruit
packing constitute the primary manufacturing economy of the island.
A table showing the distribution of the labor force by industry is
contained in the appendix (table 1).
Almost all the manufacturing units have to import a substantial
amount of their machinery and most of their raw materials. The
only industries which do not import any of their raw materials are
sugar, canning and preserving of fruits and vegetables, tobaccostemming and redrying, and the glass, cement. and pottery enterprises.
The bulk of Puerto Rico's export trade consists of suigar, tobacco,
rum, and needlework,, and the over-all economic welfare of the island
depends in large measure on the available, market for these products
and the competitive conditions. In the calendar year 1948 exports
from Puerto Rico totaled $190,000,000 (of which $184,000,000 were
to ot~her parts of the United States), while imports were $362,000,000
(of which $338,000,000 were from other parts of the United States).
However, income from the increasing tourist trade tends to offset
this unfavorable trade balance.
The cost of living at comparable standards is higher in Puerto Rico
than in continental United States, and the large dependence of the
island on imported goods coupled with the rise in prices of such
goods has given Puerto Rico's postwar economy an inflationary
character. The greater increase in prices in Puerto Rico compared
with the rise on the mainland during the war was due to the fact that
the shortage of goods, was more acute on the island and that price
controls were initiated later. Tile highest advances in prices were on
such items as rice, salt pork, and lard, three of the most important
items in the food bill of the Puerto Rican wage earner.
(b) Employment and wages.-The estimated population as of July 1',
1948, was 2,185,000. For an island with a total land area of approxi
mately 3,435 square miles, this represents a density of more than 630
persons per square mile, or more than 12 times the present density of
continental United States. During an average week of fiscal year
1948-49 the total labor force was 686,000 of whom 616,000 were
employed and 70,000 unemployed. Agricultural employment ac
counted for 36.7 percent; manufacturing, 17.4 percent; commerce,
14.8 percent; and services, 11.9 percent. The average age of em
ployed workers was 34.6 years; 33 percent were under 25 years old
and 3.6 percent were 65 years and over. Table 2 in the appendix
contains a break-down by age of the persons employed in 1948-49.
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It is significant to note that according to the 1940 census, in Puerto
Rico 41 percent of the population was under 15 years of age as com
pared with 25 percent in continental United States, and only 3 percent
of the population in Puerto Rico was 65 or over compared to 7 percent
in continental United States. The annual rate of growth based on
the excess of births over deaths is approximately 60,000 per year, or
3 percent relatively, so that on this basis in a decade the increase in
population will be about 34 percent. This annual rate of population
growth is one of the highest in the world. Considering the already
existing high population density and the fact that the death rate has
been declining rapidly in recent years and now stands at less than 15
per thousand, or very little abcive the figure in continental United
States, this presents one of the most serious and complex problems
facing Puerto Rico.
The lowering of the death rate has been accomplished by the com
bined effects of better medical care, distribution of milk for children,
school lunchrooms, and general improvement in living conditions.
As a result of the increase in recurrent revenues of the insular
government from $25,400,000 in 1939-40 to $91,900,000 in 1948-49,
public services have been considerably expanded. The proportion of
children aged 6 to 17 in schools has increased from 52 percent in 1940
to 60-65 percent now, and every effort is being made to provide
additional educational facilities for the remaining children of school
age. In fact, such a program is essential for increased productivity.
In addition to the high rate of unemployment, which threatens to
magnify unless the industrialization program of the island is able to
move forward at a steady pace, the Puerto Rican labor force is also
characterized by seasonal employment. A large percentage of the
workers are unemployed part of the year, and many work on a parttime basis. The major cause for this seasonal employment is to be
found in the sugar industry. Other seasonal trends are the result of
the rapid increase of employment in tobacco and coffee during the
late fall months, with a subsequent downward trend during the spring.
Wage rates are generally about 35 percent of those prevailing in
continental United States. Table 3 in the appendix shows the current
average number of production workers, gross hourly earnings, and
weekly hours in manufacturing industries in Puerto Rico.
Wage rates have risen steadily since the middle 1930's. Puerto Rico
has a minimum wage law and the insular government is making a
vigorous effort to have all groups of workers covered by the minimum
wage and to raise minimum wage standards. Over 260,000 workers
in 15 industry groups are already covered by minimum wage orders.
Table 4 in the appendix contains a break-down of the decrees issued.
(e) Industrial progqram.-In an effort to meet the basic problem
of maintaining economic gains in the face of a rapidly growing popu
lation where already there exists a dense population and a land of
limited natural resources, the insular goverrnment has adopted a
progressive programn for the industrialization of the island. This
program Is supervised by the Puerto Rico Industrial Development
Company owned by the insular government. This company was
organized in 1942 and has made a carefully planned study of those
industries which appear to offer the greatest potentialities for develop
ment in the island. Local resources are currently being utilized by
enterprises started by the Development Company.
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The Development Company owns, through subsidiaries, a cement
plant, a glassware plant, a jute paperboard mill, and a clay products
plant. It also owns and operates a small artistic ceramic shop (now
closed), a small fiber and textile shop and a yeast pilot plant in which
we are attempting to develop an economic process for the production
of food yeast for human consumption. it also owned a shoe plant
which has been sold. The others have been offered to the most
responsible operators in their respective lines. Although there have
been active negotiations for the sale of the remaining plants, no
definite agreements have yet been reached.
This policy is well explained by an excerpt from the annual report
of the Puerto Rico Industrial Development Company for the year
ending June 30, 1948:
This partnership of government and private capital in the development of an
industrially backward area fitted perfectly into the best American tradition. The
history of the United States began with the activities of three governmentchartered corporations: The London Company, the Plymouth Company, and the
Dutch West India Company. As soon as private enterprise was able to go along
by itself, once the risky task of ground-breaking was accomplished, the govern
ment-chartered corporations stepped out and let the entrepreneurs take over.

The Development Company program is designed to encourage the
development of those industries which can best utilize the competitive
advantage of the lower wage scales in Puerto Rico.
The obstacles to any extensive industrialization of the island are
great, but the cooperation between the various insular government
agencies and the realistic approach to the problem are factors that
afford a hope for substantial progress. We believe that there are
undoubtedly potentialities for the development of small industries
in Puerto Rico which will develop and utilize local resources and will
assist in supplying an outlet for Puerto Rico's expanding labor force.
Adequately trained labor is becoming more abundant, and the policy
of the Government is to encourage the investment of private funds
into new enterprises.
(d) Tax system.-In 1897, a year prior to the ceding of Puerto Rico
to the United States by the Treaty of Paris in 1898, Spain granted a
considerable degree of self-government to the Puerto Ricans under a
charter of autonomy. A result of this fact has been that Puerto
Rico, unlike the Virgin Islands and other United States areas, has
always had its own tax system. Table 5 in the appendix contains
the basic provisions of the Puerto Rican income-tax laws. The
primary source of revenue is the excise taxes collected on a variety of
articles such as alcoholic beverages, cigarettes, gasoline, automobiles,
and electrical equipment and accessories. In fiscal year 1948-49
revenues from these taxes amounted to 40.7 million dollars.
The second most important source of revenue is the Puerto Rican
income tax on individuals and corporations. In fiscal year 1948-49,
26.4 million dollars was collected from this source. This figure is
broken down as follows: 11.8 million dollars was collected from
individuals (21,060 taxable returns) and approximately 13.2 million
dollars from corporations (694 taxable returns) and partnerships (407
taxable returns). The remainder, or approximately 1.4 million dollars,
came from withholding taxes.
The third most important source of income is the tax on real and
personal property which provided 3.3 million dollars in revenue, and
an additional $7,000,000 in property taxes was collected for the munici
palities for the support of the local governments.
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In addition to these taxes there was covered into the insular treasury
approximately 9.6 million dollars from customs duties and taxes
imposed upon products shipped to the mainland to offset the Federal
taxes paid on such products when produced in continental United
States. Of this amount 7.4 million dollars was paid by local producers
of rum and tobacco on the products shipped to the mainland. Table
6 in the appendix contains a break-down of the Federal taxes covered
into the insular treasury durig the past 10 years.
For 14 years Puerto Rico has had a workmen's compensation in
surance fund designed to protect workers against the hazard of
accidents in the course of their employment. Premiums totaling
3.9 million dollars were assessed on total pay rolls amounting to
$227,000,000 in 1947-48.
The provisions relative to the unemployment insurance law designed
to protect sugarcane workers against seasonal unemployment became
operative last year. The insular treasury, in cooperation with the
sugarcane industry, evolved the necessary pay-roll and tax-return
forms. The law and regulations provided for monthly tax payments
on taxable pay rolls accompanied by the weekly pay rolls during that
month. Between January 1 and October 31, 1949, the pay-roll tax
collected amounted to 1.8 million dollars. There were 5,414 reporting
employers during that period and over 22,000 returns were processed.
We call attention to these various tax programs in order to substan
tiate our position that existing insular tax programs have already laid
a foundation for the collection of the Federal employment taxes. In
our opinion the collection of these taxes will present no insurmountable
administrative difficulties, and the experience of the insular treasury,
together with familiarity with similar taxes by both employers and
employees, will be of great assistance.
As part of its program to develop wider industrialization, the insular
government has recently granted a tax holiday to newly established
industries in Puerto Rico. The exemption runs until June 30, 1959,
and covers income, property, and municipal taxes, as well as the excise
tax on machinery and raw materials. Tax exemption for new indus
tries is not a new policy in Puerto Rico. In fact, such a policy goes
back as far as 1919 when new industries were exempted from the pay
ment of insular taxes. Similar laws were enacted in 1925, 1930, and
1935. Inasmuch as Puerto Rico comes within the provisions of sec
tion 251 of the Internal Revenue Code, the effect of the exemption
from Puerto Rican taxes is to offer definite incentives to engage in
productive enterprises in the island. It is expected that this policy
will aid in the expansion of the Puerto Rican economy.'
Assurance was given your subcommittee by responsible officials in
Puerto Rico that great care would be exercised by them to avoid any
aotion under this program that might be detrimental to industry on
the mainland. The policy, as recently stated by the president of the
Puerto Rico Industrial Development Company, mn this regard is as
follows:
Puerto Rico's so-called tax-exemption program was initiated in 1947 and
provides a 12-year period of exemption from local income, property and
I See. 251 of the Internal Revenue Code provides in general that if during a period of time within the 3
Years immediately preceding the close of the taxable year, EL
taxpayer derives income within a Uinited States
possession he may exclude such income received during the taxable year from his gross income provided
(1) se percent or snore of his total income for such period was derived from sources within a possession and
(2) that 50 percent or more of his total income for such period was derived from the active conduct of a trade
or business within the possession.
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municipal taxes to certain qualified new "industries." It does not imply a blanket
"freedom from taxes" in any sense of the word. Neither does it apply * * *
to any stateside industry or factory which "closes shop" on the mainland to take
refuge in Puerto Rico.
*
*
* While certificates of exemption have been granted to more than a
hundred firms, another 50 or more have been denied or the applications have
been withdrawn.

This policy has been formalized by resolution of the Executive
Council of Puerto Rico as follows:
It is the intention of the Executive Council to administer the tax-exemption
act in such a way as to encourage and promote industry which will benefit the
Puerto Rican and United States economies. To this end, the Executive Council
will use the powers granted to it in the "Industrial Tax Exemption Act of Puerto
Rico" to encourage those industrial enterprises which represent an expansion of
existing industries or the development of new fields of industry. The benefits of
the tax-exemption program will not be used to encourage any industry to move to
Puerto Rico at the expense of injuring United States industrial communities by
closing plants or curtailing production in those areas.
In passing upon any petition for tax exemption presented by a petitioner which
has closed down or which proposes to close down a plant in the continental United
States and which proposes to establish a new plant in Puerto Rico, the Executive
Council will give due weight to the following factors:
(a) Whether or not the decision to close the old plant was made prior to the
time Puerto Rico was considered as a possible site for the new plant;
(b) Whether or not the decision to close the old plant was the result of local
factors having no connection with the Puerto Rico Tax Exemption Program, such
as the zoning out of the old plant, inadequate factory space, inaccessibility to
market, excessive freight on raw materials, or other similar factors;
(c) Whether or not the nature of the business, the volume of production anid
the employment thereof is such as to affect materially the economy of the corn
munity in which it is located.
It is not the ptirpose of this Council in the exercise of its powers under the taxexemption law to induce the transfer of regularly established industries or part
thereof from any State of the Union to Puerto Rico, but to induce the investment
of new expansion capital in the Puerto Rican part of the American economy,
where it is so urgently needed to prevent permanent dependency on some kind of
a dole system and to help the people of Puerto Rico to get on their feet economi
cally on a par with the States.

(e) The existing social-security provisions in Puerto Rico .- For many
years Puerto Rico has had a compulsory workmen's compensation
insurance program, and, as mentioned previously, a seasonal unemn
ployment insurance program for workers in the sugar industry has
recently been enacted. Neither of these programs would, of course,
be affected by the extension of our social security system to the
island. In addition to these two programs there are in existence
retirement plans for certain groups of government employees.
In the field of public assistance, Puerto Rico has had its own pro
grams for many years. Beginning in 1943, the pub'ic assistance prorams were altered in order to conform with the standards of the Social
security Act so that there would not be any legal impediments for
Federal grants-in-aid, if these were made available. In addition to the
present three categories of the Social Security Act (old-~age assistance,
aid to the blind, and aid to dependent children), Puerto Rico has a
fourth category termed "general assistance" but which in reality is
similar to the new fourth category established by H. R. 6000 for aid
to the permanently and totally disabled, since only physically or
mentally handicapped persons are receiving assistance under this
category.
Puerto Rico, with considerable financial effort, has made available
$3,000,000 annually for public-assistance grants. Currently, assist
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ance from this source alone is being given to about 33,000 families,
representing about 58,000 recipients. Under the basis now estab-.
lished, each family on the roll receives a uniform amount of $7.50 per
month. Eligibility for assistance is determined on a very strict basis.
In each case budgetary requirements are set up, and if the individual
(or family) has an actual income of more than 15 percent of these
requirements, he is not eligible. In addition, even though this eligi
bility test is met, there is a large waiting list because of the limited
funds available. Thus, currently, the waiting list comprises about
41,000 families composed of about 72,000 individuals, and it is likely
that the vast majority of these would be found to be eligible if funds
were available. Accordingly, it may be seen that the waiting list is
about 25 percent larger than those on the assistance rolls. If all
eligibles were placed on the roll by eliminating the waiting list, the
rolls would be more than doubled.
The 58,000 recipients on the roll are subdivided into categories as
follows: 18,000 persons age 65 and over, roughly 20 percent of the total
aged population of the island; 600 blind persons or about 12 percent
of the total blind population; 30,000 children under age 18; and 9,000
physically or mentally handicapped persons over age 18 and under
age 65.
The flat family grant of $7.50 per month represents an average pay
ment of $2.90 per child receiving assistance, $6.28 for old-age assist
ance recipients, and about $7 for aid to the blind and general assistance.
PART IV.

THE VIRGIN ISLANDS

(a) The economic structure.- T he economic life of the Virgin Islands,
consisting of the islands of St. Thomas, St. Croix, and St. John, is
based on the cultivation of sugarcane, the manufacture of rum and
bay rum, the servicing of ships, a few handcraft industries, and tourist
trade. Sugarcane provides the basic raw material for the production
of raw sugar and rum which are the two principal items of the export
trade. For the calendar year 1948 exports amounted to 1.7 million
dollars of which 1.1 million was to other parts of the United States,
while total imports amounted to 9.5 million of which 7.7 million was
from other parts of the United States. Most of the items of common
use such as food, clothing, machinery, fuels, and construction ma
terials are imported from continental United States.
St. Thomas, the capital island, is ouly 12 miles long and 3 miles
wide, and although Charlotte Amalie is an excellent harbor, the island
itself is both hilly and unproductive. At one time the harbor was the
principal calling station for ships in the West Indies, but with oilburning engines, electric refrigeration, and modern communications,
ships no longer need the refueling and servicing facilities of this port,
and accordingly the harbor activities have been greatly reduced.
In our opinion growth of the tourist trade offers the greatest po
tentialities for the island. It is being actively encouraged by the
local government, and additional hotels and facilities are nearing
completion. The Virgin Islands Corporation can also be utilized in
promoting tourist trade.
There are also, we believe, possibilities for the establishment and
successful operation of additional small industries, and for the use and
consumption of local products and the development of local projects.
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Sugar production has been abandoned in St. Thomas, but in St.
Croix, which is less mountainous and more arable, the Virgin Islands
Corporation, which was incorporated by the Eighty-first Congress
and succeeds the Virgin Islands Company, is operating 500 acres of
land and employs approximately 1,000 workers.
Unliketi P ueruu Eiwo, the Virgin Islands are seriously handicapped by
inadequate rainfall. Droughts are frequent, there are no streams,
and the drinking water is supplied from the rain gathered from roofs
and catchments.
The purpose of Public Law 149, Eighty-first Congress, approved
June 30, 1949, which incorporated the Virgin Islands Corporation, is
stated to be "to promote the general welfare of the inhabitants of the
Virgin Islands of the United States through the economic development
of the Virgin Islands." Despite this statement of purpose, Public Law
149 prohibits the manufacture of rum or any other alcoholic beverages,
which in the opinion of your subcommittee is utterly contradictory.
The only 2 years in which profits were made by the predecessor Virgin
Islands Company were during the war years when there was an ex
cellent market for rum. The result of the prohibition is to deprive the
Virgin Islands Corporation of a substantial source of revenue, and to
limit the potential utilization of byproducts of the sugar industry. We
recommend that Congress give consideration to the repeal of the pro
hibition of manufacture of rum at the earliest practicable date.
The economy of the island of St. Croix is entirely dependent on
the Virgin Islands Corporation and deficit contributions to the munic
ipality of St. Croix by the Federal Government. In addition to its
activities in developing and maintaining the economy of the Virgin
Islands through agricultural pursuits, soil and water conservation,
establishment of new industries and development of the tourist trade,
the law creating the corporation provides for $5,000,000 being made
available for loans where the money would not be available from
private or other government- sources. The Virgin Islands Corpora
tion is the largest taxpayer on the island of St. Croix. It pays all the
taxes that a private corporation would pay.
(b) Employment and wages.-The population of the three islands
consists of about 30,000 persons of whom there are currently approxi-.
mately 5,000 persons employed in industry, commerce, domestic
service, and professional and other self-employment and 2,000 in
agricultural employment. In addition there are some 1,120 persons
employed by the municipal governments which means that one out
of every eight employed persons works for either the municipal or
Federal Government. The following table contains a break-down of
the types of employment and number of persons employed in each
category at the present time.
Occupation

Number
employed

Weekly
income

Annual
income

Industrial-----------------------------------------------------1,949
$l0-$50 $480-$2,400
Commercial---------------------------------------------------2,106
6- 50
300- 2,400
Domestic------------------------------------------------------463
5- 10 240- 5000
Nnrfessional and nonagricultural self-employed--------------------8.38
20- 60
960- 3,000
Prfesonal and self-employed------------------------------------24
75-100 3,600- 5,000
Mucia government -----------------------------------------1,120---------- -----------
Farmer s-----------------------------559
Farm workers----------------------------------------------------1,1
Total ----------------------------------------------------

8,576...................---
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As will be seen in the table, wage levels are substantially below
those existing in continental United States. Turn-over in employ
ment is slow as the result of the fact that the sources of employment
are considerably limited.
Although the demographic characteristics of the Virgin Islands
closely parallel those of Puerto Rico in regard to a high birth rate,
a relatively low death rate, and a generally young age distribution of
population, the aggregate problem is not so great because of the
relatively small numbers involved. Density of population is not
so great.
(c) Tax sysfem.-The Federal income-tax laws are enforced in the
Virgin Islands, and the proceeds of such taxes are payable into the
treasury of the Virgin Islands. The machinery for collecting taxes
is the department of finance. For the calendar year 1948, 1,885 in
come-tax returns were filed in the Virgin Islands yielding a total
amount of $310,856. The total number of individual returns was
1,797 of which 311 represented returns of self-employed persons.
The number of corporation returns was 66 and the number of partner
ship returns, 22. Individual tax yields amounted to $225,056 and
corporations, to $85,800.
In addition to our Federal income-tax
laws, there are local property, excise, and trade taxes. The Federal
estate and excise taxes do not apply in the islands.
Not only have the people of the Virgin Islands had experience with
the Federal income-tax withholding system, but there is in operation
in St. Thomas a retirement fund for municipal employees and a
municipal insurance fund created under the Workmen's Compensa
tion Act of 1941 which provides for employers' contributions of
premiums based on types of employment.
In the light of the exist
ing tax structure in the islands, particularly the familiarity of the
people with our Federal withholding, it is clear that the collection
of the social-security taxes will present no difficulty.
As in the case of Puerto Rico, the Virgin Islands has recently
enacted its own tax-holiday law designed to encourage the establish
ment of new industries in the islands.
Persons and corporations meeting the requirements of the law are
exempted for an 8-year period from all real property taxes, excise
taxes on building materials and equipment necessary for the con
struction and operation of new industries and all annual or specific
license fees excepting those applying to liquor and automobiles.
(d) The existing social security provisions in th'e Virgin Islands.
Since 1943 the Virgin Islands has had a public-assistance program
paralleling the three categories in the Federal matching program.
In addition, payments are made in the Virgin Islands to the per
manently and totally disabled, to the partially or temporarily dis
abled, and to children in foster-family homes. The first of these
categories corresponds with the new fourth category of permanently
and totally disabled established under H. R. 6000, but there would
be no Federal matching for the other two categories.
At the present time the Virgin Islands has an active case load of
1,248 persons and a waiting list of 529 -persons. These now on the
rolls are divided approximately as follows: Old-age assistance, 575;
aid to the blind, 65 (including almost 50 aged 65 and over); aid to
dependent children, 375; and permanently and totally disabled,
aged 18-64, 110.
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The over-all average payment in public assistance in October 1949
was $5.90 per person, or 45 percent, or 19Y2 cents a day, higher than

the 1948 average of $4.05.

Table 7 in the appendix contains a break-down of the existing
public assistance program in the Virgin Islands. The total amount
ava4 a e
an1ce
$9 A0
peryea
of which $,0
aviii
"I 'i
aOO1Sua~u
~v ~ cn$,0
comes from the community chest and public trust funds. Individual
grants are figured on a budgetary basis with deductions for any
income received.
PART V.

DISCUSSION OF' RECOMMENDATIONS

If in its application to Puerto Rico and the Virgin Islands our
social-security system is to achieve maximum effectiveness, it is
essential that the qualification requirements permit the greatest
number of persons to be eligible for a scale of benefits which will
afford a basic floor of protection and at the same time not serve as a
substitute for initiative and thrift. Among our aims also should be
the placing of the OASI program in the same dominant position in
Puerto Rico and the Virgin Islands that has been our aim and obj ec
tive in continental United States. It would be exceedingly unwise
in our opinion to provide a social-security program to these islands
which, because the qualifying conditions are not appropriately geared
to tbeir economy, literally forces the people under public assistance
for their social security protection. We should, therefore, give par
ticular attention to diminishing the future public assistance cases by
inclusion of as many persons under the contributory program as is
possible. These principles when realistically applied to the economic
life of these islands move us to make the following recommendations
which are summarized in the opening of this report and are now
discussed in detail.
1. That the contributory system of the Social Security Act (title II)
and that the public assistance programs (titles I, IV, and X and the
new title XIV) be extended to Puerto Rico and the Virgin Islands as
provided for in H. R. 6000 (except as hereafter indicated).- H. R. 6000
provides that the OASI system will be extended to Puerto Rico only
wnen the people of Puerto Rico so express their desire by passage of
a concurrent resolution by their legislature. From the testimony
presented to your subcommittee, it was clearly established that the
people of both Puerto Rico and the Virgin Islands do desire to be
brought within the social-security system and that they are prepared,
and indeed willing, to pay the same employment tax rate imposed in
the mainland. In all, 43 witnesses appeared before your subcom
mittee, and every witness testified in favor of extension of the socialsecurity program to these islands. In Puerto Rico the Governor and
both the president of the senate and the speaker of the house vigorously
sponsored the program and stated their belief that both houses would
promptly pass the necessary resolution. In fact, the president of
the senate and the speaker of the house sent a telegram of inquiry to
their respective members, and the answers they received showed that
the members of the legislature were practically unanimous in favor
of this program.
As clear to us as is the desire of the people of Puerto Rico and the
Virgin Islands to come within the system is the rieed for the extension
of this system to these islands. In the first place the extension of our
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social-security system, particularly in the case of Puerto Rico, will
assist in the encouragement of the expansion of the industrial economy
which is of the utmost importance to that island. In our opinion the
extension of the program, particularly in the case of Puerto Rico,
will do a great deal to strengthen the foundations of the economy and
to meet the underlying economic problem. This system will provide
a measure of economic security not now experienced by the great
majority of Puerto Rican workers who are unable adequately to pro
vide for their own security. Although wages have increased, the cost
of living in Puerto Rico and the Virgin Islands is as high, if not
higher, than in continental United States for comparable living
standards, and adequate personal savings for retirements are well nigh
impossible.
Inasmuch as social-security benefits are weighted in favor of the
low-income groups, those who qualify in Puerto Rico and the Virgin
Islands under the insurance program will have relatively. higher bene
fits in proportion to the amount they have contributed, this fact will
not have more than a minor effect on the actuarial basis of the system.
This is so because of the relatively small size of coverage and shorter
life expectancy in Puerto Rico and the Virgin Islands as compared
with the continental United States. Our investigation shows that
roughly 350,000 persons are engaged in covered employment in an
average week in Puerto Rico and 5,000 in the Virgin Islands as com
pared with over 45,000,000 for the total system. From an actuarial
standpoint the higher mortality of the islands results in somewhat of
a lowering of costs since relatively fewer people reach retirement age.
It should be borne in mind also that these islands which purchase
almost all of their goods from continental United States are indirectly
contributing to the social-security system because of the higher prices
charged for articles as the result of inclusion of social-security taxes
as a cost of production.
We believe also that the public assistance provisions of titles I, IV,
and X and the new title XIV should be extended to Puerto Rico and
the Virgin Islands as well. The Federal cost of the public assistance
program for these islands, as we have recommended, -Nill be approxi
mately $1 1,000,000 a year, but as a result of it approximately 130,000
individuals in Puerto Rico and 1,900 in the Virgin Islands will receive
some measure of relief which they so sorely need but which limited
local funds do not now permit.
2. That title II of the Social Security Act and amendments thereto
apply alike to Puerto Rico, the Virgin Islands, and continental United
States.-All the witnesses before your subcommittee urged with great
sincerity and earnestness that the provisions of the old-age and sur
vivors insurance system of title II of the Social Security Act be the
same for Puerto Rico and the Virgin Islands as for persons on the
mainland. They stressed the point that no differentiation is made
between high and low wage areas on the mainland. We believe,
furthermore, that if the amendments we recommend are made, the
system will be appropriately geared to the economy of the islands, and
that our recommendations will increase the effectiveness of the system
throughout continental United States as well.
3. That the requirement for a quarter of coverage under OASI be
maintained at $50, as under existing law, rather than increased to $100,
as providedfor in H. R. 6000.-Under present law it is necessary for a
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worker to earn at least $50 a quarter in order to receive social-security
credits toward qualifying for benefits. Under H. R. 6000, however,
the requirement is raised from $50 to $100, while for the newly covered
group of the self-employed this figure is $200 (but no taxes are paid
on less than $400 per year and no wage credits are given then). It is

clear that,as a result

of

'this

provision a substantial number of people

in Puerto Rico and the Virgin Islands will not qualify for benefits.
We have in mind, for example, domestic servants and the home
workers in the needlecraft industry as well as many other groups
which are affected by the seasonal employment inherent in the island
economy. And yet these are the people who need the protection.
It seems to us, therefore, that the sounder and more prudent course
is to maintain the eligibility requirement of $50 per quarter for em
ployees. If the contributory system is ever to dominate the assistance
program, the qualifying conditions must be such as to permit most
of our lowest wage earners to qualify. We are advised that this
recommendation will have no appreciable effect on the actuarial sound
ness of the program.
4. That under QASIT the $25 qualification requirement in II. 1?. 6000
(which marks the point at which taxes are imposed) for domestic service
and other service not in the course of the employer's trade or business be
raised to $50 per quarter.-The testimony before your subcommittee
brought into sharp focus the fact that under the provisions of H. R.
6000, many persons, particularly domestic servants, will have to pay
social-secuirity taxes, but will be ineligible for benefits. This is so
because the law requires $100 of wages (and $200 of self-employment
income) in order to obtain a quarter of coverage, but taxes are payable
if domestic employees earn $25 a quarter, and meet the additional
requirements. In other words, under the provisions in H. R. 6000
there will be a number of persons liable for social security taxes but
without sufficient earnings to qualify for benefits. Proportionately this
group will be higher in Puerto Rico and the Virgin Islands than in the
continental United States, but irrespective of this fact, the inequity
should be remedied. This can be done by raising the $25 qualification
requirement contained in H. R. 6000 to $50 per quarter, thereby
coordinating the eligibility and taxability provisions for such persons.
5. That the minimum primary benefit under old-age and survivors
insuranceprovided-for in H. R. 6000 be reducedfrom $25 to $20 a month
together with such technical adjustments necessary to result in equity and
cons-istency in the benefit formula and the conversion table for existing
bene-fciaries.-The minimum benefit provided for in H. R. 6000 is $25
($10 under existing law). With the lowering of the requirement for a
quarter of coverage for eligibility for benefits recommended above, we
believe it is desirable to reduce the minimum monthly benefit payable
to a retired worker from the $25 in H. R. 6000 to $20. This is desir
able so that there will not be any great excess of the benefits payable
over the wage actually earned by the very low income workers. If
this is not done, we will have the anomolous situation, which will be
particularly true in Puerto Rico and the Virgin Islands, of persons
receiving benefit payments substantially higher than the wages them
selves. For instance, if we maintain the qualification requirement at
$50 per quarter as under existing law in the relatively rare case of an
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individual who was steadily employed at $17 per month or $204 an
nually, the minimum benefit would be payable. If this minimum
benefit were $25, such amount would be 50 percent in excess of wages.
Our recommendation applies to continental United States as well,
since the coverage contemplated under H. R. 6000 does not extend
universally to all gainful workers. It is noted that the Advisory
Council to the Senate Committee on Finance in its report in 1948
recommended a $20 minimum benefit which will in our opinion if
other recommendations made herein are adopted, be more appropri
ate both in Puerto Rico and the Virgin Islands and for continental
United States as well.
6. That H. R. 6000 be amended to provide that Federal matching be
made available to Puerto Rico and the Virgin Islands for payments to
the mother or other relative with whom a dependent child receiving public
assistance is living, as is provided for in H. R. 6000 for continental
United States.-During the testimony it was called to the attention
of your subcommittee that the provisions in H. R. 6000 providing
for Federal matching to payments made to the mother or caretaker
of a dependent child did not extend to Puerto Rico and the Virgin
Islands. This was due to the fact that extension to these islands was
based on the provisions of the 1935 act which made no allowance for
Federal matching to the caretaker of dependent children. We believe
that H. R. 6000 should be amended so that this provision will apply
to Puerto Rico and the Virgin Islands as well as in continental United
States.
7. That the public-assistance matching basisfor Puerto Rico and the
Virgin Islands containedin H. R. 6000 be amended to provide asfollows:
(a) For old age assistance, aid to the blind, and aid to the permanently
and totall~y disabled,four-fifths of thefirst $15 of average monthly payment
plus one-half of the next $6, plus one-third of the next $9 with individual
maximums of $30; (b) for aid to dependent children, four-fifths of the
first $10 of average monthly payment per recipient, plus one-half of the
next $4, plus one-third of the next $3, with individual maximums of $17
for the mother (or other adult caretaker), $1 7 for the first child and $12
for each additionalchild in the family.
Although the Federal Government has for a number of years made
grants to both Puerto Rico and the Virgin Islands for public health
and child welfare, and to Puerto Rico for vocational rehabilitation,
it has never provided funds for old-age assistance, aid to dependent
children, and aid to the blind. H. R. 6000 extends these titles of the
Social Security Act as well as the new category of aid to the perma
nently and totally disabled td these Islands for the first time. Recog
nizing, however, that the economy of the Islands is at a lower level
than that on the mainland, the bases for Federal share of the costs
under IH. R. 6000 are similar to the maximums established in the
original Social Security Act of 1935 and are similar to the original
matching ratio except in the case of aid to dependent children which
is more liberal under H. R. 6000 than under the original act. Specif
ically, the bill provides that for old-age assistance, aid to the blind,
and aid to the permanently and totally disabled, the maximum
limiting Federal participation in an individual monthly payment be
$30, and for aid to dependent children, $18 for the first child in a
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family and $12 for each child beyond the first. The Federal share of
assistance costs within the maximums would be one-half for all types
of assistance and for administration.
It seems to us that a more realistic approach to the problem is a
formula midway between the 50-50 matching basis contained in
HT. iR. 60100 and thle basis in H. R. 6-0100 applicable to the States.
We recommend, therefore, that for old-age assistance, aid to the blind,
and aid to the permanently and totally disabled, the basis for the
Federal matching be: four-fifths of the first $15 of average monthly
payment, plus one-half of the next $6, plus one-third of the next $9,
within individual maximums of $30. It will be noted that the dollar
limits and ranges are 60 percent of those applicable to the States.
Likewise, for aid to dependent children the basis for Federal matching
should be four-fifths of the first $10 of average monthly payment per
recipient, plus one-half of the next $4, plus one-third of the next $3,
with individual maximums of $17 for the mother (or other adult
caretaker), $17 for the first child and $12 for each additional child
in the family. The dollar limits and ranges here are 66% percent
(rather than 60 percent, so as to yield rounded figures) of those
applicable to the States.
As applied to Puerto Rico, the formula in H. R. 6000 together with
the requirement that assistance shall be furnished to all eligible people
would mean an actual reduction of the amount paid for public assist
ance to individual recipients in Puerto Rico. This is so because in
Puerto Rico the waiting list comprises about 41,000 families com
posed of approximately 72,000 individuals, and is larger than the
actual roll of recipients, and it appears that the vast majority of
these people would be found eligible if funds were available. There
would in other words be additional persons receiving assistance, but
the average amount of assistance payments would be lower. As
applied to the Virgin Islands the matching formula contained in H.
R. 6000 would increase the payments by only $1.80 a month. This
is so because, after providing for the categories not covered in H. R.
6000 (general assistance and foster homes), approximately $6,200 per
month of local money would be available for matching. With the
Federal contribution of $6,200 a month, a total of $13,700 a month
would be available for a case load of 1,777 persons in the islands.
The over-all average would be increased from $5.90 to $7.70 per
person.
Under the formula that we recommend, however, the average pay
ments per person would be approximately $10 in Puerto Rico and
$12 in the Virgin Islands. The formula we propose was endorsed
by wvitnesses in both Puerto Rico and the Virgin Islands, and the
liberalization of our formula would increase the cost to the Federal
Government by approximately $8,000,000 per year above the esti
mated $3,100,000 cost under the provisions of H. R. 6000.
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APPENDIX
TAB3LE 1.-Estimated total employment in Puerto Rico and number who would be

in covered employment under H. Rt. 6000
Approximate
number in
Total em- covered employment
ployment
July 1949
under
proposed
OASI plan

Major industry group and industry

Thousands Thousands
All industries ----------------------- --------------------------------------0645
'342
Agriculture, forestry, and fishing ---------------------------------------------

252 -----

Sugarcane -------------------------------------------------------------138 -----
Tobacco -------------------------------------------------------------(5)
--
Coffee-----------------------------------------------------------------14 -----
Other farms------------------------------------------------------------97 -----
Forestry ---------------------------------------------------------I------------1
Fishing ----------------------------------------------------------------2 -----
Mining -------------------------------------------------------------- ----------Construction --------------------------------------------------------------34
Manufacturing--------------------------------------- I---------------------109
Sugar -----------------------------------------------------------------Liquor ----------------------------------------------------------------Otber food and kindred products------------------------------------------Tobacco ---------------------------------------------------------------Needlework at home----------------------------------------------------Apparel and other textile products ---------------------------------------Other manufacturing industries ------------------------------------------Wholesale and retail trade----------------------------------------------------

11
2
7
6
54
i
518

1
34
109

11

11
2
7
6
54
1
18

93

93

Wholesale trade---------------------------------------------------------Retail trade ----------------------------------------- -------------------

8
85

8
85

Finance, insurance, and real estate---------------------------------------------

2

2

1I
1

1
1

Finance----------------------------------------------------------------Insurance and real estate-------------------------------------------------'Transportation, communication, and public utilities-----------------------------

530

30

Railroads---------------------------------------------------------------s1
Highway passenger transportation ----------------------------------------10
Trucking---------------------------------------------------------------7
Water transportation-----------------------------------------------------5
Air transportation-----------------------------------------------------(2)
Other trasisportation --------------------------------------------------(5)
Communication---------------------------------------------------------1
Public utilities----------------------------------------------------------5
'Services --------------------------------------------

-----------------------

Domestic service -------------------------------------------------------Other personal service------------------------------------------------Repair services ---------------------------------------------------------Amusement, recreation, and related services--------------------------------Professional and related services ------------------------------------------Educational private service------------------------------------- ----------Nonprofit organizations---------------------------------------- ----------Government-------------------------------------------------------------

---

1
10
7
5
(2

(5)

1
5

79

74

532
25
9
3
8
1
1

32
25
9
3
3
1
1

45 -----

I This figure includes: (1) About 10,000 unpaid family workers in classifications other than agriculture,
forestry, and fishery who might not be covered; (2) workers paid from government funds hut engaged in
government-owned utilities or industries; (3) domestic and personal service workers on farms who are not
covered, a very small number of workers in Puerto Rico; (4) all domestic and personal service workers have
been included since figures indicate that domestic workers in San Juan get an average of about $22 per month
and in the rest of the island generally between $7 and $12 per month, putting them in the classification of
receiving more than $25 in cash per quarter. IThis figure does not include: (1) Any workers in agriculture,
forestry, and fishery. Most of the agricultural processing workers are already included in manufacturing
and trade. (2) 45,000 government employees who could he covered by voluntary compactsi.
3'Less than 500.
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TAB3LE 2.-Persons employed in Puerto Rico, by age, fiscal years 1946-47, 1947-4g

and 1948-49
[In thousands]
Age

1946-47

Total 14 years
and over_

1947-48

1948-49

612

616

81
120

79
124

606
____
-41

14 to 19------ ---------201to24----------------

83
117

Age

1946-47

1947-48

21 to 34--:------------11
35 to 44----------18
to 54---------------78
51 to 64---------------35
61 and over------------20

1948-9

1159
11
78
38
22

154
119
80,
38
22

TABLE 3.-Average number of production workers, gross hourly earnings, and weekly

hours in manufacturing industries in Puerto Rico, by major groups and industries,
in 1948-49
Mao rindustry
ru
Mao
rproduction
ru

All industries ---------------------------------------------

Aeae Average
numberof
gross
hourly
workers
earnings
34,410

Foods and kindred products----------------- -------------------- 11,719
Bakery products -------------------------------------------1,898
Sugar -----------------------------------------------------9,277
Beverages, including alcoholic -------------------------------2,032
Tobacco products ----------------------------------------------4,781
Cigars -----------------------------------------------------1578
Tobacco stemming and redrying------------------------------4,110
Textile products------------------------------------------------.561
Carpets, rugs, and allied products -----------------------------189
Needlework ---------------------------------------------------6,139
Men's, youths', and boys' underwear, work clothing, and allied
garments ------------------------------------------------1,338
Womnen's, misses', children's, and infants' underwear------------1, 233
Miscellaneous apparel and accessories -------------------------1,776
Lumber and wood products (except furniture)----------------------247
Prefabricated structural wood products ------------------------192
Furniture and fixtures------------------------------------------1, 301
Paper and allied products----------------------------------------267
Printing and allied industries ------------------------------------801
Commercial printinc --------------------- -------------------446
Chemicals and allied products------------------------------------827
Fertilicers (mixing)------------------------------------------439
Miscellaneous chemicals -------------------------------------181
Leather and leather goods----------------------------------------468
Footwear (except rubber) ------------------------------------320
Stone, clay, and glass products-----------------------------------1,120
Cement ----------------------------------------------------463
Lime, concrete, and plaster products---------------------------9519
Metal products (except machinery) -------------------------------178
Fabricated structural metal products --------------------------67
Machine shops -------------------------------------------------663
Transportation equipment ---------------------------------------53
Miscellaneous manufacturing industries---------------------------1,063
Lapidary work ---------------------------------------------374
Costumes, novelties, buttons, and miscellaneous notions (ex
cept precious metals)-------------------------- ------------612
I Icuigpremium pay for overtime.

Cents
43.8

Average
wel
weeklys
hur

35.0

50.1
42.8
88.9
44.2
29.7
30.1
29.4
44.3
43.6
30.5

35.7
37.1
35. a
35. 2
12.7
33.8
32.2
31.3
34.8
32.7

32.0
29.9
29.2
43. 0
41. 7
36.8
48.9
14.3
43.1
11.1
6.3. 6
40.4
36.2
37. 8
58.7
65.8
11.1
43.0
44. 4
56. 5
39.0
49.9
55.7

34.2
32.2
30.7
39.8
40. 2,
37.3
42.2
39.2
42.7
29.0
25.1
26.1Or
32.8
33.0
41.6.
47.4
34.2
34.8
42.8.
43.4
38.5&
32. 7
30.9f

40.3

20.8
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TAB3LE 4.-Decrees issued by the minimum wage board up to November 1949,
number of workers covered, and, probable increase in the annual pay roll of the
industry and in the workers' yearly income

Wage order

Industry, service, or business
No.

Effective date

Number
of workers
covered
by the
decree

Leaf tobacco----------------------------------11,000
Cane sugar-----------------------------------144,000
Industrial phase---------------------------19,000
Agricultural phase ------------------------- 125,000
4 Jan. 16, 1944
Hospitals, clinics, and sanatoriumns----------------,000
1 Mar. 12,1044 Beer and soft drinks-----------------------------700
6 June 14, 1944 Eating and drinking places---------------------6,000
7 Apr. 4,1945 Theaters and movies----------------------------Soo
8 June 4,1945 Retail trade-----------------------------------10,000
0 July
5,1945 Bakeries and allied industries-------------------1,000
10---------------- Dairying--------------------------------------7,000
11 July
1. 1946 Construction ----------------------------------150,000
12 Feb. 1, 1948 Transportation--------------------------------13,000
13 July 1,1947
Laundries------------------------------------2,000
14 Sept. 11, 1948 Furniture and woodworking -------------------1,800
15 Nov. 21,1948
Quarrying-------------------------------------1,100
16 Oct.
1, 1949
Wholesale trade--------------- ----------------15,000
1
3

Mar. 26,1943
Apr. 28,1943

Total -----------------------------------

TABLE ,5.-BASIC PROVIIsONS OF

261,100

WHO

In the
annual
pay rofl
of the
industry

I
h
I
h
worker
yearly
income

$770,000

$10

3,608,000
446, 000
3,102,000
300, 000
00,000
700, 000
40, 000
1,000,000
200, 000
600,000
8,000,000
2,711,000
110,000
224, 000
300,000
1,100,000

25
24
25
100
128
117
10
110
133
55
160
212
61
124
200
220

20,317,000

78

INCOME TAX LAW OF PUERTO RsCO IN EFFECT

TAX YEAR 1949 (ACT 74, APPROVED AUGUST 16,
1925,
JANUARY 1, 1924, As AMENDED THROUGH MAY 15, 1949)
I.

Probable increase
caused by the decree

RETROACTIVE

TO

MUST FILE A RETURN

A. Individuals
1. With net income of $800 if unmarried or married and not living with spouse.
2. With net income of $2,000 if married and living with spouse or if joint net
income of husband and wife is over $2,000.
3. With gross income of $5,000 regardless of net income or if joint gross income
of husband and wife is over $2,000.
4. Regardless of amount of gross income from sources in Puerto Rico if indi
vidual is a nonresident, not citizen of Puerto Rico.
(Net income before personal exemption and credits for dependents.)
B. All corporations
C. All partnerships
D. Fiduciaries
1. Acting for an individual if the individual would have had to file a return
under the above provisions.
2. Acting for an estate or trust if net income is $800 or gross income is $5,000.
3. Acting for an estate, or trust any beneficiary of which is a nonresident,
noncitizen of Puerto Rico.
II.

PERSONAL

EXEMPTION,

DEPENDENT CREDITS, EXCLUSIONS
FROM GROSS OR NET INCOME

AND

DEDUCTIONS

A. Individuals
1. Personal exemption (from net income): $800 for unmarried; $2,000 for
married or head of family; not allowed nonresident noncitizen of Puerto Rico.
2. Dependent credit: $400 for each dependent other than husband or wife;
not allowed nonresident noncitizen of Puerto Rico; dependent must be under 18,
or physically or mentally defective or at university and under 25; except that if
a taxpayer is a "head of family" only because he has dependents, one of such
dependents shall not be allowed.
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3. Exclusions from gross income: Life insurance proceeds from death of bene
ficiary or for educational policies up to $10,000, return of life, endowment, or
annuity insurance premiums up to amount pilid; annuities except for 3 percent
of total premiums paid in; gifts and inheritances; interest on obligations of the
United States or other tax exempt interest; accident or health insurance pay
ments or damages received; other minor exclusions.
4. Deductions from gross income: Ordinary expenses in connection with agri
culture, business, profession or compensation; loss on sale of property or capital
assets; interest paid on indebtedness except on debt incurred to buy tax-exempt
securities; certain deductible taxes such as property tax; uninsured losses under
certain conditions; depreciation on income-producing properties; major repairs
to income-producing properties; contribution to religious or charitable, etc.,
institutions up to 15 percent of net income; professional medical services up to
50 percent of payments; $500 deduction for veterans of First and Second World
Wars; in the case of a nonresident of Puerto Rico a credit of $5 per day for each
day in Puerto Rico.
B and C. Corporationsand partnerships
1. Credits: 5 percent of net income; interest on obligations of the people of
Puerto Rico or its instrumentalities if issued for crop loans; the amount of the
normal tax in calculating the surtax; total income-tax exemption for organizations
established for nonprofit purposes such as labor, agricultural, or horticultural
organizations; mutual savings banks without shares; fraternal societies; domestic
building and loan associations; cooperative banks, cemetery companies, comn
miinity chests, etc., chambers of commerce, etc., civic leagues, etc., private clubs,
agricultural marketing associations, Federal land banks, etc.; all of the foregoing
depending on their nonprofit status or nonsharing of earnings with any private
shareholders; income-tax exemptions for "new industries" as defined by Act 184
of 1948 as amended by Act 352 of 1949.
2. Deductions: Ordinary and necessary expenses of business, interest, or
indebtedness; certain taxes, uninsured losses; bad debts~ reasonable depreciation
and depletion; certain special deductions for insurance Companies; donations to
charitable institutions, etc., dividends from domestic corporations or from foreign
corporations if 50 percent of latter's gross income is derived from sources in
Puerto Rico.
1I1.

TAX RATES

A. Individuals
Normal tax-7 percent of net taxable income, plus a surtax rate ranging from
5 to 72 percent of net taxable income with the 5-percent rate applying to the first
82,000 and increasing by an additional 2, 3, or 4 percent for each additional
$2,000 up to $22,000; then increasing by an additional 2, 3, 4, or 6 percent for each
additional $6,000 (one step of $4,000) up to $50,000; then increasing by anl addi
tional 1. 2, or 3 percent for each additional $10,000 up to $100,000; then in
creasing an additional 1 or 2 percent for each additional $50,000 up to $200,000;
with a static surtax rate of 72 percent for incomes of $200,000 or over. Except
that in the case of nonresidents of Puerto Rico the normal rate of 7 percent and
the above surtax rates apply on net income derived from wages, salaries, pro
fessionalI fees, or other compensation for personal services performed in Puerto Rico
and a 29-percent normal tax and the above surtax rates for income received for
other reasons.
B and C. Corporationsand partnerships
Normal tax 20 percent of net taxable income if authorized to do business in
Puerto Rico and engaged in an industry or business in Puerto Rico and 29 percent
otherwise plus a surtax rate ranging from 5 to 20 percent with the first $25,000
of net income exempt from surtax; the 5-percent rate applying to the net income
between $25,000 and $50,000 and increasing in rate by 5 percent for each additional
$25,000 until the surtax is 20 percent for net income in excess of $100,000.
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INDIVIDUALS-SURTAX
Net income

RATES

Amount

Rate

Tax

Percent
Not over $2,000------------------------------------------$2,000
0
$100
$2,000 toe $4,000 ------------------------------------------2,000
8
160
$4,000 to $6,000 ------------------------------------------2,00V0
240
12
$6,000 to $8,000 ------------------------------------------2,000
10
300
$8,000 to $10,000------------------------------------------2,000
10
380
$10,000 to $12,000-----------------------------------------2,000
23
460
$12,000 to $14,000-----------------------------------------26
2,000
520
$14,000 to $16,000-----------------------------------------2,000
29
08
$10,000 to $18,000-----------------------------------------2.000
02
640
$18,000 to $20,000-----------------------------------------2.000
34
680
$20,000 to $22,000-----------------------------------------2,000
37
740
$22,000 to $26,000-----------------------------------------40
1,000
4,000
$26,000 to $32,000-----------------------------------------06,000
44
2,640
$32,000 to $38,000-----------------------------------------06,000
48
2,880
$38,000 to $44,000---------------------------------- -------6,000
04
3.240
$44,000 to $00,000 ----------------------------------------6,000
06
0,300
$00,000 to $60 00(1 - -------------------10,000
05
0,800
$60,000 to $70,0600----------------------------------------10,000
60
0. 000
$70,000 to $80,000 ----------------------------------------63
6,300
10,000
$80,000 to $90 000 --------------------10,000O
66
6, 600
$00,000 to $100,000---------------------------------------10,000
67
6,700
$100,000 to $100,000 --------------------------------------
050,000
68
34, 000
$100,000 to $200,000------------------------------- -------
050,000
70
30,000
$200,000 and over ----------------------------------------- -----------72------------

PARTNERSHIPS
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Aggregate

$100
2600
5000
800
1,180
1,040
2,1600
2,740
3,380
4, 000
4,800
6,400
9,040
11,920
10,160
18,5020
24,320
30,320
30,020
43,220
49,920
83, 920
118,920

RATES

(1) There shall be no surtax on a net income up to $25,000.
(2) On a net income in excess of $25,000, but not in excess of $50,000, 5 percent
of said excess.
(3) $1,250 on a net income up to $50,000; and on a net income in excess of
$50,000, but not in excess of $75,000, an additional 10 percent on said excess.
(4) $3,750 on a net income up to $75,000; and on a net income in excess of
$75,000, but not in excess of $100,000, an additional 15 percent on said excess.
(5) $7,500 on a net income up to $100,000; and on a net income in excess of
$100,000, an additional 20 percent on said excess.
TABLE 6.-Recurrent revenues for insular government purposes, Puerto Rico,

1939-40 to 1948-49
[In millions]

Federal taxes reim
bursed to the insular
treasury
Fiscal year (July 1 to June 10)

Total recurrent

Federalrevenues
inenl Customs

1939-40 ------------------------------------------------------------1940-41 ------------------------------------------ ------------------1941-42------------------------------------------ ------------------1942-43------------------------------------------------------------1943-44_----------------------------------------------------------1944-450------------------------------------------------------------1940-46- ----------------------------------------------------------1946-47 ------------------------------------------------------------1947-48-------------------------------------------------------------1948-49-------------------------------------------------------------Total---------------------------------------------------------

$2.7
4.4
13.9
13.0
-60.7
37.7
34.7
19.6
2.9
7.4

$1.0
.8
2.0
2. 4
1.9
2.1
3. 4
2.0
2.0
2.1

$20.4
29.2
49.7
16.05
117.0
91. 7
99.7
92.7
89.3
91.9

202.5

20.7

743. 6
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TABLE, 7.-Existing public *assistanceprogram, Virgin Islands of United States,

October 1949
Proposed social-security categories

NumberAvrg
of pergave
Sons
gat

The blind:
6.5years and over ------------------------------------------------l8 tot4 years ----------------------------------------------------Total blind----------------------------------------------------The aged: 65 years and over, exclusive of the blind listed above-----------The permanently and totally disabled: 58to 64 years of age---------------Dependent children:
Children in own family homes-------------------------------------Relatives caring for children ------------------------- -------------Total in proposed social-security categories---------- -------------Categories not covered in H. R. 6000:
Partially or temporarily disabled, 151to 64 years of age-----------------Children in foster-family homes ---------------------- -------------Total in categories not in H. R. 6000----------------------------Grand total -----------------------------------------------

47
18

Toa
grgenTtal
gat

$6. 73
6.36

$316.50
114.10

65
570
112

6.63
6.77
6. 42

431.00
3,860.25
718.75

370
11

3. 63
6.14

1,342.10
67.50

1,128

5.68

6,420.00

77
43

6.650
10.35

500.75
445.600

12
1,]248

7.898

945. 75

5. 90

7,365.75

NOTE.-Average monthly expenditures are $7,600. Municipal appropriations for 1950 total $86,500 or
average of $7,208 per month. Difference of approximately $350 per month is contributed by community
chest ($200 a month) and public trust funds ($150 a month).
NOTE.-This covers regular monthly grants only and does not include medical assistanc~e end emergency
aid for food, clothing, rental, etc.
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SOCIAL SECURITY ACT AMENDMENTS OF
1949
Mr. SABATH. Mr. Speaker, I call up
House Resolution 372 and ask for its im-

mediate consideration.
CALLOF
HE HUSEorder
CALLOF
HE HUSEinto

Mr. MARTIN of Massachusetts. Mr.
Speaker, I make the point of order that
a quorum is not present,
The PEAKR.
videtlya qurum
ishno SPrEsKEnt.
Eietl
uou
Mr. PRIEST. Mr. Speaker, I move a
call of the House.
A call of the House was ordered,
The Clerk called the roll, and the followig Mmbes,
aild toanser o teir
lowig file
Mmbestoanser o teir
names:
Abbltt
Bailey
Barden
Baring
Bland
Blatnik
Bolton, Md.
Bolton, Ohio
Bonner
Bosone
Bramblett
Brehm
Buckley, N. Y.
Bulwinkle
Burnside
Byrne. N. Y'.
Carlyle
Chatham
Chudoff
Cole, N. Y.
Cooley
Coudert
Crosser

[Roll No. 2131
Gregory
Norbiad
Hall,
Norton
Edwin Arthur O'Hara, Minn.
Hall,
O'Neill
Leonard W. Patman
Hardy
-Pfeifer,
Joseph L.
Harrison
Pfeiffer,
Harvey
Hays, Ohio
William L.
H~bert
Phillips, Calif.
Poage
Heffernan
Hinshaw
Powell
Reed, Ill.
Huber
Reed. N. Y.
Irving
Jackson, Calif Rhodes
Ribicoff
Javits
Richards
Jennings
Jonas
Riehlman
Roosevelt
Jones, N.C.
Scott,
Keating
Hugh D. Jr.
Keogh
Kilburn
Smathers
Smith. Ohio
Klein

Deane

LarCade

Davies, N. Y.
Dingell

Donohue
Douglas

Elston
Engle, Calif.
Feighan
Fellows

Fernandez

Furcolo
Garmatz
Gary
Gilmer
Gorski, N.Y.
Oranahan

Kunkel

Staggers

Lovre

Stockman

McConnell

Stanley

Taurlello

McMilian. S. C. Taylor

McMillen, Ill.
McSweeney
Mack, Ill.
Mansfield

Thomas, N. J.
Towe
Underwood
Wadsworth

Miller, Calif.
Miller. Md.
Morrison
Morton
Multer
Murphy

Whitaker
Whitten
Willis
Withrow
Woodhouse
Worley

Merrow

Walter

Green
Nelson
The SPEAKER. On this roll call 311
Members have answered to their names,
a quorum.
By unanimous consent, further proceedings under the call were dispensed
with.

The SPEAKER. The Clerk will report
the resolution offered by the gentleman
from Illinois [Mr. SABATH].
The Clerk read as follows:
Resolved, That immediately upon the
adoption of this resolution it shall be Ln
to move that the House resolve Itself
the Committee of the Whole House On
the State of the Union for the consideration
of the bill (H. R. 6000) to extend and Sm
prove the Federal Old-Age and Survivors
Insurance System, to amend the public-as
istance and child-welfare provisionsof the

and all points of order against said bill are
hereby waived. That after general debate.
which shall be confined to the bill and con
tinue not to exceed 4 days, to be equally
divided and controlled by the chairman and
ranking minority member of the Committee
on Ways and Means, the bill shall be con
sidered as having been read for amendment.
No amendment shall be In order to said bill
except amendments offered by the direction
of the Committee on Ways and Means, and
said amendments shall be in order, any rule
of the House to the contrary notwithstandIng. Amendments offered by direction of
the Committee on Ways and Means may be
offered to any section of the bill at the con
clusion of the general debate, but said
amendments shall not be subject to amend
ment. At the conclusion of the considera
tinothbllfraed
nteCon
on
ino
h bl o
mnmet h
mnittee shall rise and report the bill to the
House with such amendments as may have
been adopted, and the previous question
shall be considered as ordered on the bill and
amendments thereto to final passage withoUt
Intervening motion except one motion to
eomt
reomt

The SPEAKER. The gentleman from
Illinois [Mr. SABATH] is recognized for I
hour.
Mr MARCANTONIO. Mr. Speaker,
will the gentleman yield?
Mr. SABATH. I yield.
Mr. MARCANTONIO. Mr. Speaker, I
ask unanimous consent to extend my re
marks in the Appendix of the RECORD.
The SPEAKER. Without objection, it
Is so ordered.
There was no objection.
Mr. SABATH. This rule makes in
order H. R. 6000, the social security bill
amendments, which both parties hive
endorsed. It is a closed rule providing
for not to exceed 4 days general debate
and waives all points of order. Only the
Committee on Ways and Means has the
right under this rule to offer amend
ments.
Mr. MICHENER. Mr. Speaker, will
the gentleman yield?
Mr. SABATH. I yield.
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Mr. MICHENER. This is a short rule. Means Committee In the best position to
All It does is to permit the House to talk determine the type of rule that would be'
for 4 days and then do nothing about it. required. The able chairman of the
Is that right?
Ways and Means Committee, the gentleMr. SABATH. Oh. no. I differ with man from North Carolina [Mr. DOUGHthe gentleman. The House will have TON], was Instructed by his committee to
plenty of opportunity to do something request a closed rule which the Commitabout It, as I shall point out later. I contee on Rules finally reported. For years
cede it is a closed rule, and I presume
tariff and other complicated revenue
some of the gentlemen on the other side
bills emanating from the Ways and
will say, "You have been opposed to
Means Committee always were considclosed rules." I admit that I opposed
ered by the House under a closed rule,
closed rules, but this was before I became During the hearings before my commitwell Informed as to the activities and tee it was contended that some Members
procedures of the House. However, since have amendments that they would like
I have acquired greater knowledge on
to off er and under a closed rule they
legislation in the interest of the people would be precluded. As a matter of fact,
and the country as the years went by, I my colleague from Illinois [Mr. MASON]
concluded that sometimes it is necessary said he would personally like to offer
on important legislation such as this and some 40- or 50 amendments to this bill.
on tariff and revenue measures 'ao bring Now then if only one-tenth of the MemIn a closed rule. Yes; I shall oppose
bers offered one-tenth of the amendclosed rules again whenever they do not ments that the gentleman from Illinois
provide for legislation in the best Interest
[Mr. MASON] would like to offer, we would
of the people and the country, as you have over 220 amendments, and if on
Republicans usually bring in. As I shall the average, each amendment offered
point out, if I may proceed without In.
h'ad two Members making 5-minute
terruption,wihuaclsdreteospeechesfoan againt-thatbng2
derly procedure of the House would be minutes on each amendment-almost
jeopardized.
4,400 minutes or months of time would
Mr. HALLECK. Mr. Speaker, will the be consumed thereon. Is any nonmemgentleman yield?
ber of the Ways and Means Committee
Mr. SABATH. I am indeed sorry but so conceited and vain to believe that he
I do not have the time,
would be in a better position, without
Mr. BROWN of Ohio. The gentleman having the advantage of 8 months of
willyied
otheaingsanddelieraion,
tomewil he
toimpove
willyied
no?
t me wil h harins ad
dlibratons toimpove
Mr. SABATH. Yes, I yield,
the bill? Surely, I doubt whether this
Mr. BROWN of Ohio. What the genis possible,
tleman is trying to tell the House Is that
Certainly this Is not a perfect bill: it
for the first 40 years of his service he is rather a compromise bill, as Is all
opposed gag rules, and the last 2 years legislation. Personally, I would like to
he has been in favor of them,
see the bill broadened so as to include
Mr. SABATH. The gentleman Is again some of the exclusions made by the
wron
or
asit ims vry
oo bbesy
Way an Mens ommitee
thngs
wron orasItims vry
esy Way an Mens ommitee Al
Al thngs
wrong-being
equal, however, the Ways and
Mr. MICHENER. Mr. Speaker, will Means Committee, under the very able
the gentleman Yield?
leadership of Chairman DOUGHTON, did
Mr. SABATH. I wish I could yield to a splendid Job on their difficult and areverybody but I do not have the time, duous task and deserve the praise and
Mr. Speaker, lest I forget, I wish to gratitude of the House and the country,
state that I am indeed proud of my
Mr. Speaker, my Republican friends
Democratic
colleagues,
Chairman and particularly the gentleman from
DOUGHTON of the Ways and Means CoinMichigan [Mr. MICHENERI, contend that
mittee, Mr. COOPER, Judge MILLS, and they will have no opportunity to register
Mr. CAmp, because never before have I their views under this rule. On the conwitnessed such an able presentation by trary they will have four chances to vote,
a committee on behalf of a rule. Nearly namely: First, on the previous question;
every provision in the bill was thoroughsecond, on the rule, and those who are
ly and intelligently explained. Every desirous of seeing the bill killed can vote
query propounded to these gentlemen against the rule; third, again, those opwas answered most satisfactorily-and
posed to social security can vote to rethere were 0.any, especially on the part commit and if they fail, and I hope they
of the gentleman from Ohio [Mr. will; fourth, they can vote against the
BROWN], and others.
bill.
The bill will extend and improve the
Answering the gentleman from Ohio
Federal Old-Age and Survivors Insur.
[Mr. BROWN], who complained about a
ance System and amend the public as- closed rule, the chairman of the Coinsistance and child welfare provisions of mittee on Ways and Means, the gentlethe Social Security Act. It consists of man from North Carolina [Mr. DOUGH201 complicated pages. The Ways and TON], made a statement before the Rules
Means Committee devoted nearly 6 Committee. on October 1, pointing out
months of tireless effort, toil, study, and the record of the two parties on this
consideration to this bill, hearing over legislation.
250 witnesses both for and against. The
Mr. DouG.HToN stressed his deep In.
bill was reported by the Ways and Means
terest in this legislation since 1935, and
Committee by a vote of 22 to 3. I as
pointed out that nothing was done in
well as the majority of the Committee
amending the Social Security Act from
on Rules believed that such effort, study, 1939 to 1946 because the Congress was
and consideration, placed the Ways and dealing with far more important prob-
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lems, namely, the war. When the Re
publicans took over control of Congress
In January 1947. It was not until June
1948. the second session of the Eightieth
Congress, that they gave any considera
tion to social security and this was 18
days before final adjournment when
they reported a bill upon which no
hearings were held because It was not
considered Important enough to hold
hearings. In the Eighty-first Congress,
however, under Democratic control, we
Introduced two bills as the basis for
study during the second month of this
session.
I wish to point out further that on the
very day the bill was reported by the
Republican Eightieth Congress In June
1948, Mr. REEn went before the Coin
mittee on Rules of which I was ranking
minority member, requesting a closed
rule-a closer rule than In the present
Instance.
Here is the rule Mr. REED requested at
that time:
RsleTa
pnteaoto
fti
resolveion Itshatl bepon thder
aotion
move this
the House resolve itself into the Committee

of the Whole House on the State of the

Union for the consideration of the bill H. R.
6777. to extend the coverage of the old-age
and survivors insurance system, to Increase

certain benefits payable under such system,
and for other purposes, and all points of
order against said bill are hereby waived.
hat after general debate, which shall be
confined to the bill, and shall continue not
to exceed 2 hours, to be equally divided
and controlled by the chairman and the

ranking minority member of the Commit..
tee on Ways and Means, the bill shall be con
aidered as having been read for amendment.
No amendment shall be In order to said bill
except amendments offered by direction of
the Committee on Ways and Means. and said
amendments shall be in order, any rule of
the House to the contrary notwithstanding.
Amendments offered by direction of the
Committee on Ways and Means may be of
fered to any section of the bill at the con
clusion of the general debate, but said
amendments shall not be subject to amendSnent. At the conclusion of the considera
tion of the bill for amendment, the Coin..
Mnittee shall rise and report the bill to the
House with such amendments as may have
been adopted, and the previous question

shell be considered as ordered on the bill and
amendments thereto to final passage without
Intervening motion except one motion to re
commit.
No one can Justly deny the facts pre
sented by the gentleman from North
Carolina, Chairman DouGHTON. All this
proves that the action of the majority
surely Is more liberal and democratio
than the action taken when the Repub
licans were in control, unfortunately, in
the Seventy-first Congress and In the
years before.
osqety
ee htteatc
Cnponsequently
tis
feelethatdtheattac
andc wpoitione torthcoisnul and the bill
whiche weubiabeforthcomin fon plthe cart
ofteRpbiasisurlfrpltcl
Purposes so as to mislead the people of
our country. Notwithstanding that they
claim they are for the bill, their acts
belie the facts. The opposition will tell
you that more time should have been
given to consideration of this bill and
Its subjqct matter on the part of the
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Members and their constituents. personally, I feel that If all the Members
of the House, who are not Instructed for
poitca rasnstoopos tisleisatis
egilapoliica tooppoe
reson
tion, had an opportunity to observe the
sincerity and hear the testimony Of
Chairman DOUGHTON, Mr. COOPER, Judge
MILLS, and Mr. CAmp', they would be thoroughly satisfied that this bill and every
provision contained therein has been
carefully considered and sufficient justiaout ae
fIcanfreeyprvso
the
before the comiteey preortedo
eportd ou the
befor thecommitee
bill,
Mr. Speaker, as I said before, this rule
should and will be adopted in order to
Insure orderly procedure and it will, at
the same time, give the country and
the Senate sufficient additional time to
oe throuhly
hooghy
failaiz
hesevs
hemslve moe
famiiarze
with the bill and resultant approval
when the Senate meets next session.
As a matter of fact, the bill, H. R. 6000,
was reported on August 22,. 1949, and
the report was available on August 23,
1949. Copies have been available to each
and every Member of the House. The
gentleman from North Carolina, Chairman DOUGHTON, issued a press release
15. 1949, setting forth In deonAugust on
tail all the provisions of the bill, and
which press release was* embodied In
the CONGRESSIONAL RECORD for the Information of the Members and the country. Therefore. Mr. Speaker, none can
claim or justly maintain that they had
insufficient time to~familiarize themselves with the bill and its provisions.
I fully appreciate the fact that the
life-insurance companies have been busy
with their propaganda and lobby efforts
In an attempt to defeat this bill, They
are not satisfied with over $55,000,000,090 worth of assets and the fact that
they have outstanding over 193,100.000
policies with a face value of $207,000,0Vp,000. Notwithstanding this, they still
oppose this worth-while legislation which
the people demand. The average life
expectancy has increased considerably,
yet the premiums have not decreased
proportionately. It took the American
life insurance companies almost 50 years
to adopt a 'new experience of mortality
In revising rates.
Mr. Speaker, the record Is very clear
that private insurance companies have
not accepted their responsibilities In
providing the benefits outlined In this
bill. It becomes clearly the responsibility of the Government so to do.
Mr. Speaker, on March 28, 1912, I was
privileged to introduce a resolution in
the Sixty-second Congress, House Joint
Resolution 283, which was for the purpose of creating a committee to investi_
gate the various systems of old-age pensions and annuities in the hope that fa-.
vorable action would be obtained in the
then very near future. I take the liberty
of Inserting at this Point:
1H. J. Res. 283, 62d Cong., 2d seas.l
Joint resolution for the appointment of a
committee to investigate the various sys
tems of old-age pensions and annuities
Resolved, etc., That a joint committee be,
and It Is hereby created, consisting of three
Members of the Senate to be appointed by
the President of the Senate and three Memn-

bers of the House of Representatives to be
elected by the House, for the purpose of makIng a thorough investigation of the subject
of old-age pensionsaand annuities, said committee to submit areport to the Congress
of the United States not later than D~ecember first, nineteen hundred and thirteen.
SEC. 2. That to carry out the purpose of this
resolution the committee hereby created ia
authorized to employ persons who are familiar with the subject and to take such other
steps as are necessary to make a thorough
examination into expenses
of said committee,
SC. 3. That all the matter.
for all time in which said committee shall
be actually engaged in this investigation
shall be paid, out of any funds In the Treasury of the United States not otherwise appropriated,. on a certificate of the chairman
of said committee, who shall be selected
from the membership of the committee
the sum
this resolution,
named under
of
out the and
provisions
necessary
for carrying
this resolution is hereby appropriated: Proauthorized
vided, That the total expenses
by this resolution shall not exceed the sum
of $is,000.
SEc. 4. That any vacancy occurring on said
Committee Shall be filled In the same manner
as the original appointments were made,
SEC. 5. That to carry out and give effect to
the provisions of this resolution the cornmittee hereby created shall have power to
Issue
subpenas. administer oaths, summon
witnesses, require the production of books
and papers, and receive testimony taken before any proper officer in any State or Territory of the United States.
This subject is very close to my heart.
and I naturally am Interested in the bill
before us which broadens the Social Se
curity Act passed by us in 1935 and
amended in 1939. I hope that in the
next session and in future congresses we
can still further broaden the benefits and
scope of the Social Security Act so as to
Include everyone,
e
h uewl
I mcnietta
pse.be
adpeamcnfdtebnt htterl will
n h ilwl epse,
adpe
Mr. BROWN of Ohio. Mr. Speaker,
I yield myself 5 minutes.
(Mr. BROWN of Ohio asked and was
given permission to revise 'and extend
his remarks.)
Mr. BROWN of Ohio. Mr. Speaker,
I am amazed and deeply grieved to see
the dean of the House. the chairman of
the important Committee on Rules [Mr.
SABATH]I, known for more than four decades as a great liberal, come into the
House and sponsor one of the most reactionary pieces of legislation which has
ever been presented to this body-a
closed rule or a gag rule on an important
Piece of legislation in which will be fixed
public policy In perpetuity, or for as long
I am
as this Government stands.
allazed, chagrined, and grieved that a
man of his reputation as a liberal, and
others who are supporting him. would
come to this House and say to you Members "We cannot trust you; we cannot
accept Your Judgment on this Important
legislation; we cannot permit you to pass
upon the public Policies of this country;
Instead, we must insist that you accept
a. gag which will require You to vote for
or against this legislation in its entirety;
that you must either be branded as opPosed to all social security or you must
accept many of the provisions of this
bi~l which are. indeed, questionable."
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Mr. McCORMACK. Mr. Speaker, will
the gentleman yield?
Mr. BROWN of Ohio. I am sorry; I
cannot yield.
You say that 15 men, a bare majority
of the Committee on Ways and Means,
must do the thinking for this great House
of Representatives, that we must Pass
this legislation quickly and hurriedly;
and then If any errors are found after
it goes over to the Senate. where they
It will not be consid
tell
ni that
aur.FburMrh
ee frankly
ee
ni aurFburMrh
April. May. June. or July-only the Lord
knows when-that If any mistakes are
found, the Senate can correct them.
I believe the Members of this House
want the right kind of social-security
legislation, and I also believe that the
membership of this House has the judg
ment and the wisdom to pass a good so
cial-security bill. I believe there is a
recognition among all of us that if we
make a mistake on this bill the result
may easily be the wreckage of the whole
Social Security System, or bankruptcy
for our National Treasury. So we want
to be sure as to what we do here.
Some talk about the use of gag rules
before. Mr. Speaker, the original Social
Security Act which was passed In 1935
was considered under an open rule. Oh,
that was a great legislative body back in
1935: you could trust the Members of the
House of that day to use good judgment
In passing upon an important bill. And
then in 1939 when the legislation was
amended it was considered under an
open rule. The House of that day was
also a great legislative -body, with men of
responsibility and judgment. You could
trust them to legislate. Then in 1946
again the Social Security Act was
amended under an open rule--by another
great legislature. The men and women
of the House in 1946 could be trusted to
work their will, for they were men and
women of sound judgment, sufficient to
pass upon policies of the Government at
that time. But not in this Congress.
In the Eightieth Congress there was a
piece of legislation providing certain
amendments to the Social'Security Act
which had been reported, if you please.
by the unanimous vote of the Committee
on Ways and Means. There was no op
position at all to that bill. It was taken
up under suspension of the rules, and
there was no real opposition to it. Every
one supported the bill. There was no
question of public policy Involved, and
there were no basic fundamental con
cepts of the Government's responsibili
ties to the people involved in that legis
lation.
The SPEAKER pro tempore. The time
of the gentleman from Ohio has expired.
Mr. BROWN of Ohio. Mr. Speaker, I
yield myself two additional minutes.
Mr. Speaker, In this case, however, we
-are
being told, despite the fact the great
Committee on Ways and Means of this
House worked for 6 months in consider
ing this legislation, 4 months of which
were in executive session where the rest
of us did not know what was going on,
that we cannot be given time to read or
study the bill or discuss It with our con
stituents, and that the American people
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generally should not be given time to conolder It. We are told that we must accept this bill as is under a gag rule, and,
as in the days of the German Reichstag,
we sit here and just vote "Ja."'
Mr. Speaker, It will be a sad day for
the United States of America and for
representative government in this country and elsewhere when you bind and
gag this House, the most deliberative
body In the world, under a rule like this
which will not permit us to even Pass
upon the questions of policy Involved
In a bill of the utmost importance to the
people and to the economy of this
Nation.
The SPEAKER pro tempore. The
time of the gentleman from Ohio has
again expired,
Mr. SABATH. Mr. Speaker, I yield 4
minutes to the gentleman from Massachusetts [Mr. MCCORMACK].
Mr. McCORMACK. Mr. Speaker, It Is
rather interesting and amusing to watch
the outward indignation of my good
friend from Ohio [Mr. BROWN]. Last
year as a member of the Committee on
Rules the gentleman from Ohio voted for
the same kind of a rule. Now he protests against the same kind of a rule
when a Democratic controlled Rules
Committee reports its out.
Mr. BROWN of Ohio. Mr. Speaker,
Will the gentleman yield for a question?
Mr. McCORMACK. The gentleman
would not yield to me.
Mr. BROWN of Ohio. I mean for a
corrctio.
Mr. McCORMACK. I yield to the
getea.yield gentlman.called
Mr. BROWN of Ohio. I would like to
correct the gentleman and say that I
was not in Washington and did not participate in the meeting of the Rules Coinmnittee and did not vote for that rule. I
bappened to be up In Philadelphia tryIng to save the country by endeavoring
to get the right kind of a candidate for
President.
Mr. McCORMACK. If the gentleman
had been here would he have voted in the
Rules Committee for that rule?
Mr. BROWN of Ohio. I would have
probably done the same thing the gentleman did; I would have supported the
legislation under suspension of the rules.
Mr. McCORMACK. And would have
voted for the gag rule. So the argument
of the gentleman from Ohio falls to the
ground because he Is completely inconsitn.sent
Last year both the Democrats and Republicans of the Committee on Ways and
Means asked for the closed rule. It was
unanimous last Year. There was no
partisan fight mad,%last year. We did
not fight the closed rule, because we
recogized that In legislation of this kind
there Is a practical situation that confronts the House and this type of legisla-.
tion is an exception to the general rule
of bringing legislation up under the regular rules of the House. But after the
rule was reported out, not content with
bringing it up under a closed rule, with
both parties in agreement, and preservin- to the Democratic Party its inherent
right to a motion to recommit, the pun-

pose of which Is to enable the minority
party to establish Its record for the country, the Republican leadership brought
that bill up under suspension of the rulea
in 1948.
When my friend from Ohio talks about
putting anybody behind the eight ball,
certainly that was putting this House behind the eight ball: an agreement was
made for a closed rule in the committee,
a rule was reported out, it reserved the
right to recommit, and then the Republicans took It away from us Democrats
under suspension of the rules. That is
one thing the Democratic Party has
never done, and It Is one thing that the
Democratic Party would never sink to a
political low to do. What about the
housing bill last year? The Republicans
reported that out. Did they give us even
a closed rule, reserving to the Democrats the right to recommittal, which we
are doing In this rule? No. They
brought It up under suspension of the
rules because they knew if they brought it
up even under a closed rule, with a motion to recommit, we would have put public and low-cost housing in there, and
they knew that they could not have controlled their own membership, and a motion to recommit would have carried,
So, the talk of the gentleman from
Ohio is just outward. Inwardly he knows
that he is talking inconsistent with his
own expressions,
The~SPEAKER pro temnpore. The time
of the gentleman from Massachusetts
ha expred.he
Mr. BROWN of Ohio. Mr. Speaker, I
5 minutes to the gentleman from
Ohio [Mr. JE~Nxmsl.
Mr. JENKINS, Mr. Speaker, now that
we have gotten through with a lot of oratory, I hope we will get down to the serious aspects of this situation, because It
Is serious. We are considering one of
the most important pieces of legislation
that any Congress has ever been called
upon to consider. It involves more than
50,000,000 of our people and their families.
Let us just for a minute trace the origin and the genesis of this proposed legIslation. This proposed legislation came
UP to the House of Representatives In
two bills. They were not prepared by any
member of the Committee on Ways and
Means. Who prepared them? I cannot tell you who Prepared it, but I think
It is safe to say that Mr. Altmeyer prepared It. He no doubt prepared it and
up two bills. They were H. R. 2892
adH .29.H
xetdte
ob
considered by the committee as two bills,
There is no doubt about that. And that
Is the way that they were considered.
One of them was a bill that took care of
public assistance, such as old-age pensions, and the blind, and the dependent
children, but this other one took care of
what we call old-age and survivors' insurance. Now, the committee sat for 6
months considering these two bills. They
considered them separately, but when the
time came to present them to the House
the Democrat members of the committee
combined them for no other reason than
to take the old-age pension and the blind
pension and add those to the other bill
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to make It more palatable, so that the
Members of this House would have to
take the bad features of the bill In order
to get the good features.
It has been said on this floor today
that this bill is in the same category as
the Reed bill of last year. This Is not
accurate. There is no comparison with
It. As to the Reed bill of last year. the
Committee on Ways and Means, both
Democrats and Republicans, as far as I
know, unanimously agreed that we would
recanvass this whole proposition and
bring In some necessary amendments.
The old-age people needed to be takenl
care of, as well as the blind people, and
many other problems had arisen, and a
subcommittee containing some of the best
men on the Committee on Ways and
Means was appointed. The subcommit
tee consisted of some of the finest men
on both sides. What did they do? They
did not indulge in any partisan politics
of any kind. They brought forth a bill
that everybody could agree with. Every
Democrat and every Republican on the
committee supported it. And, they went
before the Committee on Rules near the
end of the session. The session was
about to close, and no doubt they wanted
to bring up that bill and do something
about It. Within a few days the session
did close. We went before the Rules
Committee to get a rule, and everybody
agreed, and there was not a Democrat
there to dispute It that I know of, ex
cept one who objected, I think, because
wanted a more liberal bill than the
Redbl.Atrheuewavodot
by the Rules Committee It was never
up for consideration by the House.
It was not necessary. We decided that
the Reed bill was so popular that it would
crytruho
upnino
h
crryl
hresontw-hrsusptensoWof
a
the
there to object on a two-thirds vote?
Who stood up on the Democratic side
and opposed the Reed bill, on a twothirds vote? Nobody did. They were,
nodutprsnadagedothsr.
oedoubt, presentl pansd, agIre
mmedoti
ro.
by a vote of more than 200 to 2. There
were only two opposed to It.
Heretofore it has been the custom, and
a, lot of you Members have never liked it,
for the Committee on Ways and Means
to ask for a closed rule because they were
purely tax bills. Some of You voted
against all these gag rules. Some of you
did not vote against them, but You felt
in your heart that you should, because
it really was not the American way to
legislate. The Committee on Ways and
Means has never, so far as I know,
asked for a closed rule unless It was prac
tically a unanimous matter or unless It
was a tax matter or a tariff matter. This
Is not a tax matter, this Is not basically
a tax matter, it is a social-security mat
ter. You take the provisions relating to
the blind and the provision relating to
old-age pensions and you throw them all
'in this one bill to make it popular enough
so that you can pass something that
Altmeyer wants to put oven on you.
That program Is not a great deal short
of the great welfare state we hear talked
about so much. This gag rule is an In
trusion on the rights of every Member of

13812

CONGRESSIONAL RECORD-HOUSE

this House. The laboring men have aration of the bill, I would have favored
always stood up in their union meetings
a measure of a different type In some
and advocated local autonomy. They particulars. But the Committee on Ways
want self-autonomy; they want the right
and Means requested this kind of rule
to speak. Now you give them and all
In order to protect the integrity of the
the other Members of this House 4 days measure--a measure which the committo talk in general debate, but you do not tee Insists is a good bill.
give them the right to amend any portion
Mr. Speaker, I have been a reasonably
of this bill. This is not right. In all my close follower of important debates in
service I have never seen such brazen the House of Representatives and I want
usurpation of the rights of Members of to say that in my long experience as a
Congress. In effect, you say to every Member of this body I have never seen
Member that unless you are a member----------xhibit-. so fine~ an-understandof the Ways and Means Committee you
Ing of the questions at issue as was evido not count.
denced by the members of the CommitMr. speaker, every Member In this tee on Ways and Means who came before
House represents a congressional district the Committee on Rules on the applicaand no Member represents more than one tion for this rule,
district.
The membership of this House will be
Mr. SABATH. Mr. Speaker, I yield 5 richly compensated for the time they
minutes to the gentleman from Georgia devote to sitting here and listening to
[Mr. Cox.]
the debate that will follow because, If
Mr. COX. Mr. Speaker, in spite of my the members of the Committee on Ways
very great misgivings about this socialand Means measure up in any degree
security bill, I can find no reason why I
to the high standard set in their apshould oppose the request of the Cornpearances before the Committee on
mittee on Ways and Means for a closed
Rules, It will be the finest debate that
rule for Its consideration. There Is noth- has been held in either House of Congress
Ing extraordinary about the request of In many years.
that committee and nothing unusual In
The leadership in its judgment thought
the action of the Rules Committee. Most It well that this measure be considered
measures of a highly technical nature
under a closed rule. They are convinced
that come fromn the Ways and Means that the Committee on Ways and Means
Committee are considered under a closed In the 6 months of devoted study that
rule, and this is a technical and compliIt has given to the whole question has
cated bill,
come up with a sound. conservative, and
Mr. HALTECK. Mr. Speaker, will the workable bill and for that reason thought
gentleman yield?
It well that it be considered as an entity,
Mr. COX. I yield to the gentleman
and I think It well that it be considered
from Indiana.
at this time because, as was observed by
Mr. HALLECK. Is it any more technithe chairman of the Committee on Rules,
cal than exactly the same sort of bill that It will give the country an opportunity
comes from the Committee on Interstate
to Inform itself on all 'of Its particular
and Foreign Commerce covering railProvisions and afford the Senate the
road workers?
benefit of Public reaction by the time
Mr. COX. I do not know that It Is, but that consideration is had in that body.
my faith in the soundness of the JudgThe SPEAKER Pro tempore. The time
ment of the Committee on Ways and of the gentleman from Georgia has exMeans was the basis of my going along pired.
and favoring a closed rule.
Mr. BROWN of Ohio. Mr. Speaker,
The law of the majority is the law that
I yield 2 minutes to the gentleman from
governs all human activity. The majority New Jersey [Mr. KEAN].
of the Committee on Ways and Means
Mr. KEAN. Mr. Speaker, I have long
asked for this closed rule, and the Cornbeen an advocate of broadening our oldmittee on Rules, in keeping with Its age and survivors' insurance law and
record on similar matters, acceded to
sharply increasing the benefits thereof,
that request.
I Introduced three bills for this purpose.
I have been a member of the CommitI voted to report the bill H. R. 6000 to
tee on Rules for a long time and I do not the House. I expect to vote for the bill
recall a single instance where the Cornon final passage,
mittee on Ways and Means requested a
However, there are many grave derule of a particular type that the Cornfects in the bill which ought to be cormittee on Rules did not accede to that rected. Most of these are outlined in the
request and accommodate the desire of views of the minority on page 157 of the
the Ways and Means Committee,
committee report. Our recommendaMr. CURTIS. Mr. Speaker, will the tions are not unimportant. Our suggesgentleman yield?
tion No. 2 will save the taxpayers of this
Mr. Cox. I yield to the gentleman country $800,000,000 annually. Our sug-.
from Nebraska.
gestion No. 9 will save the taxpayers over

Mr. CURTIS. Does the gentleman believe we should extend social security, including total and Permanent disability
insurance, to the Virgin Islands and
Puerto Rico, without the House of Representatives voting on that particular
Issue?
Mr. COX. Let me say in response to
the gentleman that if I had been writing
the bill or had participated In the prep-

*1.000,000,000 annually. There are grave
questions of policy which should be de-

cided by the Congress Itself. Certainly
we should not have a gag rule and deny
the Members of the House an oppor.
tunity to improve this bill.
Mr. Speaker, I yield back the balance
of my time.
Mr. HOLMES. Mr. Speaker, I listened
with a great deal of interest to the re-
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marks of the distinguished chairman of
the Rules Committee when he was pre..
senting the resollition. If I remember
correctly, he made the statement that
the Republicans had nothing to offer irX
relation to this legislation. I would like
to call the attention of the member..
ship of the House to H. R. 6297, intro.
duced by the gentleman from New Jersey
[Mr. KEAN] as a basis of legislation whicl,
I think should be considered by the mern
bersbip of the House. Hence I am
ftgalnst the gag rule. which permits no
amendments. In the content of H. P,.
6297 you will find some Important sug-.
gestions and changes over and above the
administration bill. This statement I
make as an advocate of the broadening of
social-security coverage and of increas..
Ing social-security benefits. I think it
would be only right and Just to have the
will of the majority work itself in relation
to this piece of legislation, as well as
other amendments that may be offered,
as well as the legislation contained in
H. R. 6000. Being a member of the com-.
mittee that worked some 28 weeks upon
H. R. 6000, I hope that the membership
of the House will pay close attention*
during the general debate on the bill to'
the suggestions made in the Kean bill.
H. R. 6297.
The SPEAKER pro tempore. The
time of the gentleman from Washington
[Mr. HOLMES] has expired.
Mr. BROWN of Ohio. Mr. Speaker, I
yield such time as he may desire to the
gentleman from Ohio [Mr. MCGRGsORl.
MrMcR O.M.SpaeIa
to. theresolution whicher Isnow
orpoedt
ushforconsiertionwhknowns
as
Heouse Resfolutions372,rwhich, certnainl
can
eouto
7,wic
etil
ca be categoried as a gag rule. This
besouingoffered
ento
the scal-s
deurtysil
kengowneras H. R.
esoia6000,tbll
knw amof the opnoni0w0oniuet
foll ow the oprocedur of adoptingegag
flo
h
rcdr
faotn
a
rules, we will soon have dictatorship.
We have 435 Members of this House of
Representatives. Each of us has been
elected by our respective districts to come
to the Congress so that the people will
have an opportunity to express their
views through us as their Representa
tives. House Resolution 372 definitely
hinders that orderly procedure. As it is
drawn, we are not given the opportunity
to submit, In the form of amendments,
any suggestions or opinions that we
might have. In other words, we have to
accept H. R. 6000 as It is written and
recommended by the Ways and Means
Committee without the crossing of a 'ti,
or the dotting of an "I" In my opinion,
we are yielding our rights and preroga
tives to the Ways and Means Committee
of 25 members and by our actions state

that their views are absolutely correct
and should not be changed in

any

mnanner.
Mr. Speaker, this kind of action cer
tainly is not a symbol of the freedoms
for which many of us have fought. I
have Just finished conferences In my dis
trict'and over 600 people came to the
courthouses to express their views and
many of them on the subject of social
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security. and may I say, Mr. Speaker,
More than that, Mr. Speaker, we are
many of their suggestions merit the con. legislating for the next 50 years or more,
sideration of this congress. Yet, under and yet we are not given an opportunity
this rule I am not allowed in the form of to dot an "1"or cross a "t." Mr. Speaker,
amendments to submit their views as weUl I Mentioned my objection to the Proas my own f or the consideration of this vision f or domestic servants and the Inbody.
clusion of the peoples of the Virgin IsI am going to vote against House Reso- lands and Puerto Rico. Under the Prolution 372 because I firmly believe It Is visions of our social-security system,
the right of all of us. as Members of this these are some of the provisions of the
Congress, to express on the floor of this bill that I, as a Member of Congress
House the suggestions, recommenda.
representing a section of these United
tions, and opinions of the People which States, would like to have an opportunity
It Is our honor to represent,
to strike from the bill, but which, If this
Mr. SABATH. Mr. Speaker, I yield rule Is adopted, I will not have,
5 minutes to the gentleman from MisI am sure that this House could be
sissiPpi [Mr. COLMERJ.
trusted to write a fair bill expressing the
Mr. COLMER. Mr. speaker, I realize Judgment of a. majority of Its Members,
that what I may say here will not be too As I pointed out a moment ago, this body
well received by many of my friends was trusted on two previous occasions to
and colleagues on my right,
write this type of legislation and did a
As a member of the Rules Committee pretty fair Job. But we are told in effect
I dd ntbrngig
opos ot tis ule that the majority of Members of the
Iodhid hnot
opoeabrinin
y
ou this ruloed
House cannot be trusted, that we must
because I thought, out of deference to rely on the Judgment of the Members
thoe
rquetedIttha
wo
th Hose of the Ways and Means Committee and
thosedwhova
repuested nityha theas Hpous
take It or leave It. The only other conshot ulhaestanopruiyt asuo
solation offered us Is that the other body
thtqetowill
consider the bill next year and that
I realise further that what I may say over there, the Members of that body will
will have no effect upon the ultimate have every opportunity to express themofsumotof the priddovisions of tis bill, selves under the rules of unlimited deIfwant tofgfutheproviionssome reispects. bate that prevail there and that maybe
thwant the commirttee went bute regard-s they will improve the bill,
less ofe
wha mitefeto what btreaciogayd
In other words, a Member of the Sencoes ofro what
owhaveto
Ifec
seayti mdonay te will have an opportunity to strike
realie trmhat I have lie
to
siayselfo these objectionable features from the
randzsoeherI aedow thve lineh maslf
bill on the floor of that body or to offer
handsgoteheetow atebie
manadepsshson an amendment that any Senator may
hasgotto
e amanandexpesshisown
see fit to offer. But the Members of
honest convictions regardless of party the House, although sharing equal refIlt Ios
sandthatetissteonly. washa
pons~ibility with the Members of the
canIcosaidethathsis type ofnbll. Iwdotha Senbill must gag themselves
and take
youcacosdrtityeobilIdo
tebl
as reported by the Ways and
not agree with that at all. Let me re- Means Committee or leave It. This just
mind you that when the original social- does not make2 good sense.
security bill was brought out on the
Therefore, Mr. Speaker, realizing as I
floor of the House in 1935 by a Demo- do that my course of action is not the
cratic Party, it was brought out under popular one to pursue here, I shall nevan opern rule. Again, when the Demo- ertheless, on my own responsibility as a
cratic Party Was In power amendments representative of more than 350,000 peoto that bill were considered under an ple, vote against this rule. I cannot,
open rule. It Is also said that the Re- feeling as keenly as I do about this matpublicans brought out an even worse ter, yield to expediency. I make no apgag rule in ~the Eightieth Congress. I peal to any of my colleagues to vote
do not deny that; I am inclined to as I do. You will be guided by your own
affirm it. I think they were wrong, yet conscience as I shall. I prefer your conwe are asked today-to do another wrong fidence and respect to your approbation,
to retaliate.
The SPEAKER pro teinpore. The
I do not want to see remain in this time of the gentleman from Mississippi
bill the provision about domestic serv- has expired.
ants. Every one of you Is going to hear
Mr. BROWN of Ohio. Mr. Speaker, I
about this when you get home,
yield 3 minutes to the gentleman from
Mr. SABATH. Mr. Speaker, will the Nebraska [Mr. Cuitns].
gentleman yield?
Mr. CURTIS. Mr. Speaker, I have
Mr. COLNER. I am sorry. I will confidence in the House of Representayield If the gentleman will yield me a tives. Down through the years the great
little further time,
pieces of legislation that have stood out
Mr. SABATH. I have not got It.
have been those measures that have been
Mr. COLMER. Then, I am sorry but debated here on this floor where the
I cannot yield. I do not like that pro- great minds of this House have clashed
vision of the bill; I want an opportunity and submitted the Issue to you, the
to strike it out. I do not like that pro- Representatives of the people. In the
vision of the bill which provides for the last Congress It was the Taft-aretley
inclusion of Puerto Rico and the Virgin Act, before that, the original SocialIslands into this system, a people who Security Act and Current Payment Tax
have possibly the lowest type of economy Act-I am not going to take my time to
in the world, and yet, we would further enumerate them all now. no not deburden our people by including them. ceive yourselves, this Is not a technical
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tax bill; you do not need to be a tax
expert to decide whether or not social
security, Including disability Insurance,
should be extended to the Virgin Islands
and Puerto Rico. It Is not right to gag
this House on Issues that come here
from the committee with a vote of
13 to 12.
Mr. DOUGHTON. Mr. Speaker, will
the gentleman yield?
Mr. CURTIS. If the gentleman will
give me some more time.
Mr. DOUGHTON. Cannot the Virgin
Islands proposition be taken care of in a
motion to recommit?
M~r. CURTIS. Not adequately.
Mr. DOUGHTON. Can you not debate
that for 4 days?
Mr. CURTIS. Too many Members of
this House consider a motion to recoin
mit as a vote against the legislation.
If I wanted to take a political position
I would vote for this closed rule. But we
are voting for all time to come; the so
cial-securlty law will go on, and on, and
on, or It will bankrupt this Government.
I know from where the dissatisfaction
is going to come. The people of the
country are not satisfied with what has
been done about domestic servants and
the coverage of many other groups. You
Members who support a closed rule here
are going to hear from them. I have a
telegram from an osteopath living In a
little town of less than a thousand
people. He is not satisfied. He wants
an amendment presented. The citizens
do not like gag rules.
Mr. Speaker, every small-business
In the country is in jeopardy under man
this
bill. Let some little business spring up.
started by GI's, for instance, which sells
Its product to people all over the country,
who in turn sell the product to the public;
years later the Social Security Admainis
trator and the Treasury may come along
and say that all of those salesmen were
employees of this business and must pay
a tax. They may have to go back and
pay a tax for many years, even though
it may break that business. Such lan
guage ought to be corrected by amend
ment, but with this gag rule no
corrections can be made.
You Members who support a closed
rule are subjecting yourselves to the
criticism of every little-business man In
the country because of the definition of
an employee carried In this bill.
The SPEAKER pro tempore. The
time of the gentleman from Nebraska
has expired.
Mr. BROWN of Ohio. Mr. Speaker, I
yield the gentleman two additional
minutes.
Mr. CURTIS. Mr. Speaker, I do not
worry about the big employers. They
can take care of themselves. It is the
little fellow you are kicking around here.
I disagree with the gentleman from
Georgia when he says that this House
should not pass on the question of ex
tending social security to the Virgin
Islands and Puerto Rico, where the bene
fits may exceed the annual income of
many of their people. The House should
be allowed to vote on that issue.
Mr. Speaker, we are voting a prograM
for all time to come. It Isnot right that
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we have a gag rule In the consideration
Ing the 4-day debate which this rule
nism, and the arguments used by radical
of such far-reaching legislation,
calls for,
communistic agitators.
What are you going to say when you
Every one of the above-mentioned
By enacting H. R. 6000, this Congjrezf
go back home as to why yot: put the Members specifically emphasized the neIs merely carrying out a Promise made to
grocer under the Social Security Act cessity for the Rules Committee to report the people last fall and also a compliance
and left the editor of the local paper out?
out a closed rule for the consideration of with the wishes of a vast majority of
That Is not a complicated tax questhis legislation. It has been the policy American millions who wish to be In
tion. All this talk about this being such
of the House in years past, on all comsured for the future protection of them
a complicated matter that you cannot plicated legislation pertaining to tax selves and families.
trust the Members of the House, is not
matters and legislation involving comMr. BROWN of Ohio. Mr. Speaker,
justified. Is there anyone who doubts
plex provisions and restrictions, to conI yield such time as he may desire to the
that when you insure the health of the sider the same under a closed rule,
gentleman from Michigan [Mr. MicH.
people of this country through permain the long committee hearings held
zNER].
nient and total disability Insurance you
on this legislation, numerous organizaMr. MICHENER. Mr. Speaker, there
are making a definite new step in social
tions and individuals testified in open
has been much time spent in debating
security? Yet the gentlemen of the hearings as to their recommendations
this unusual rule. It is said that we may
Rules Committee have recommended a and opinions on practical social-security
talk about the rule for 4 days but can
gag rule which makes It Impossible for
legislation. Old-age and -survivors' Indo nothing about it. That Is true if the
the House to vote on that step.
surance, public-assistance, and childrule is adopted without change. The
Mr. Speaker, the Injustices in our oldwelfare provisions, and all phases con-~ time will arrive within 10 minutes when
age-assistance program are not cured by cerning future economic insecurity and we can do something about it, and
this bill. Many of us want to vote for dependency were considered by the comwhat is that something? Vote down the
amendments that will help our old peomittee. Our Government has had 10
previous question and then amend the
ple, but we cannot under a gag rule. The
valuable years' experience in the adminrule so that the House may work its will
criticism of this gag rule will not fall
Istration of social security and this pracIn writing this bill.
upon the Republicans. If you Demotical knowledge is embodied in the variIt must be admitted that closed or gag
crats are interested in a sound socialous phases of the legislation set out in rules have at times been sponsored by
security system, if you believe in this
the present bill. The enactment of this
the party in power, regardless of whether
bill, open up your rule and defend It. legislation expanding the present socialIt was Republican or Democrat. Be that
You do not need to worry about the great security law is a certain and natural
as it may, the practice is not a whole
chairman of this committee or the genstep in the progress of our economy,
some one. I served on the Rules Coin
tleman from Tennessee being able to
During the debate on this bill, argumittee for many years and have at times
defend anything that is sound and worments will be presented alleging that we voted for closed rules. These rules were
thy of passage. You gentlemen on the
are following a socialistic trend-the
granted at the unanimous request of the
Democratic side have the votes. Why same arguments that were heard 10
Ways and Means Committee, regardless
not vote down the previous question and years ago when the original social-secuofthe Political affiliations of the mem
defeat the gag rule.riyblwaence.br.Ithscaeterueassd
M.SBTo the.gentemankfrom
.
Inyedian
Today the opponents of a social-seas it was intended to be used; that is,
minutes tthgeteafrmIdna
curity program are so far in the minority In the best interests of good legislation
Mr[
ADMr.
r.ADpaker the that their opinions are not given serious and of all the pepole.
charmaMAnDEthe Mebrs ofakrtheWy
consideration. Of course, there are honI still believe that a, comprehensive
candrmenansd
Comttee
aremdersevn
teWy
of
est differences of opinion in regard to tax bill cannot be written on the floor
the higeast Commitendationeforvthe out
the practical application and methods of the House, must be written in com
stnigsrietheyhghshmmnaveo freneethe
ot
to be used in the installation of socialmittee; ahd that a closed rule is an in
Condngrsessvand thecuty invbringingd toe security regulations.
strument of efficiency when agreed upon
thenfloor ofdthe HouserH.
br.i6000. the
When I was home during the recent
unanimously by the committee and voted
members of the committee have devoted
temporary recess, one of the questions
by the House. In contrast, the bill
the major part of their time since Conthat was uppermost in the minds of nuwhich this bill makes in order is most
gress convened last January, holding
merous citizens was why the Eighty-first
controversial. The committee report on
heains
ndclse eectie es
Congress had not acted on a social-secuthe bill is 207 pages long and one seldom
open haig
n lsdeeuiess
rity program. The consideration of this
finds more divergent, individual commit
sions to perfect this social-security bill bl oa stease
oterqeto,
teves
nteecrusacs
h
consisting of 200 printed pages.
bl oa stease
oterqeto.teves
nteecrusacs
h
The provisions of this bill as it perH. R. 6000 should be considered by this
House should have an opportunity to
tains to various phases of the highly inCongress in a thoroughly unpolitical
pass uyoon these questions of policy. If
volved social-security legislation, are the
manner. Partisan politics should not
theoretical figures. taxes, or mathe
result of long days of study and deliberaenter into the consideration of socialmatics were involved, it might be dif
tion by the members of the committee
security expansion. Both great politiferent.
covering a period of over 6 months.
cal parties last fall set out in their platNow, assuming that closed rules have
H. R. 6000 was voted favorably out of
form the endorsement and need for sowrongfully been passed in the past,
the Ways and Means Committee by 22
cial-security expansion. President Tru- such wrongful action then does not jus
out of 25 of Its members. On last Thursman and Governor Dewey in their camtify a repetition of those same mistakes
day, Friday, and Saturday, various mempaign speeches on numerous occasions
now. No one in this debate has at
bers of this committee appeared before
advocated and insisted that the country
tempted to justify gag rules; in fhc',,
the Committee on Rules and gave cornmust take this progressive step to provide
every speaker has condemned them. It
prehensive testimony regarding the nuadditional security and protection for the Is certainly inconsistent to critic~ze the
merous and intricate provisions set out
aged, disabled, and unemployed.
Republican Party for its action in by
In this bill. Chairman DOUGHTON, ConHad an expanded and practical socialgone days and then follow the very pro
gressmen COOPER, MILLS, CAmp, FORAND,' security system been in operation during
cedure which the speaker so loudly con
and other members of this great cornthe 1920's, the deplorable depression of demns. This is especially true wvith the
mittee presented lengthy and exhaustive
the early thirties would by no means distinguished chairman of the Rules
opinions and revealing statements in exhave been as devastating as it was.
Committee, the gentleman from Illinois
plaining the contents of this bill. MemThe enactment of this legislation will
[Mr. SABATH), with whom I served so
bers of Congress who have not had the
be the greatest step toward public conmany years.
opportunity of attending the committee
tentment, future security for the home,
Mr. Speaker, within the next few mnm
hearings on social-security legislation
and elimination of the fear of old-age
utes an opportunity will be given to the
this session, should not fail to hear these
want.
House to say to the world whether or
committee members when they explain
This legislation will be a great step
not it wants to do its own thinking and
H. R. 6000 on the floor of the House durtoward curbing the spread of commuIts own legislating or meekly and sub
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missively respond to the crack.. of the
party leadership whip, and jump through
the hoop and pass this gag rule. For
one, I believe In the extension of socialsecurity benefits and shall vote accordIngly; however, I shall insist upon arid
vote for the right to be permitted to
offer amendments to correct apparent
injustices and Inconsistencies In the
pending bill. What is wrong about that?
Mr. BROWN of Ohio. Mr. Speaker,
I yield 3 minutes to the gentleman from
Massachusetts [Mr. HERTER],
Mr. HERTER. Mr. Speaker, there Is
only one issue involved here and that
Is whether or not we are going to give a
closed rule or an open rule on this bill.
not what We have done in the past and
not what we are going to do In the
future.
This bill provides a compact between
the Government of the United States
and 50,000,000 people in the United
States. They are going to be askdt
ke
o
pay their money for specified returns
which are promised them, a contract and
a compact which could not be abrogated
unless the Nation goes bankrupt.
Mr. Speaker, it seems to me It Is the
height of arrogance to assume that 15
me nthsHus
ae h nse n
n tishav, te aswe in
ous
perpetuity men
to that
compact. Let me just
give some figures that were given before
the Rules Committee In regard to the
vote taken in the Ways and Means
Committee. Many votes were taken.
Thirty-five of them were within 5 votes,
more than 30 were within 4 votes or less,
25 were within 3 votes or less, 20 were

by 2 votes or less, and 10 important votes
by 1 vote or less within the committee. Yet with that division of opinion
In the committee itself even the minority

of that committee are prohibited from

previous question. 1-hope the House of
Representatives will vote down the previous question so the rule may be amend.
ed and an opportunity given to the Members of the House to properly consider
this measure, to offer amendments thereto, and to vote upon them In their own
best wisdom,
Mr. Speaker, I yield the remainder of
the time on this side to the gentleman
from Indiana (Mr. HALLECK].
Mr. HALLECK. Mr. Speaker, I am for
the consideration of the social security
measure, but I am opposed to this closed
rule. I shall attempt to explain why I
think the previous Question should be
Voted down and the rule amended.
Some reference has been made to the
action In the House here in the last
Congress in considering a bill alleged to
be similar under a suspension of the
rules. First of all, there is a wide difeecinheblsLtmeontuto
you
that In the debate on that bill In
the last Congress
the ranking Democrto the Committee on Ways and
Meats on
h himno htcm
Means, nos ththtsortea harmn
mitegad hs
This bill reflects the mature judgment of
both the Committee on Ways and Means
and the Subcommittee on Social Security
beaded by the distinguished gentleman froms

N'ew yorl,.

The provisions of that bill were overwhelmingly approved, but there Is very
substantial opposition to many provisions
of this bill.
On a division vote, the vote was 237 to
2. May I also emphasize that it came
under a suspension of the rules, a pro-

cedure by which a vote of one-third of
the Members present and voting could

have and would have defeated the
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doned. its own practice. It protested a
closed rule even on a tax bill. It was
violently contended on the floor by the
then minority whip, now the Democratic
majority leader, and the ranking Demo
crat on the Committee on Rules, now the
chairman of that committee, that on a
tax bill-mind you, not a social-security
bill, but a tax bill, from which came
this very practice that they previously
advocated-that the closed rule under
which we then proposed to act was wrong.
Here Is what the gentleman from Illi
nois [Mr. SABATH] said in speaking on the
gag rule:
To my mind, this Is the Most drastic and
unjustifiable gag rule that could possibly be
brought In. In the first place, the rule waives
points of order against the bill. It then pro
vides that the bill shall be considered as hav

ing been read for amendment, precluding

itmeing read, aftnorer the oebthe,
butn aend-p
mentnshall beeiniorderLto thepbill eucept
amendments offered by the committee, and
even the amendments
offered by the comn

mittee are not subject to amendment.
Ta seatytekn
farl
o
hate isrexdacty the kgindt
of ruleyo
ica
aentherentoda andagino
st(r wAAHicath
gnlmnfo
lios(r
that time fought. May I point 5A]a
out again
that was not a social-security bill, but
on a tax bill, a revenue bill, which did
not Include anything else. Why the sud
den flip-flop of the gentleman from I111
no0is.
Then what did the gentleman from
Massachusetts [Mr. McCoRMAcX] say
about the closed rule In the last Con
gress? And I remind you again that the
bill in question was a tax bill. This is
what he said:.
The gentleman from nillnois [Mr.

admits that

ALLENJ

he takes away from the minority

bringing up a single amendment on the
floor of the House so that the Members
can Judge for themselves whether or not
they want to enter into this abiding
contract,
As I said before, It seems to me that
It Is the height of arrogance to assume
that all the wisdom of the House reposes
In those 15 men, and that the 10 men
who have sat through all the hearings,
who are strongly in favor of increasing
the benefits and the coverage of social
security, cannot be allowed to offer the
amendments they think would make this
a better bill.
Even in the Committee on Rules, I
offered such an amendment and It was
turned down, and turned down on the
ground that the leadership was against
allowing any amendment to be offered
of any kind whatever. If that is the
case, the leadership has to take the responsibility before the American people
for everything that stands in this bill,
without changing one line. When they

measure,
To my mind, there Is a marked difference between calling up a bill about
which there is general agreement, under
suspension of the rules, and calling UP
such a comprehensive bill as this, about
which there is substantial difference of
opinion, under a closed rule, There Is a
vast difference between calling up a. bill
under a procedure that requires a twothirds majority to pass and under a pro.
cedure that requires only a simple majority to pass, and no one can change a
single word in It. The procedure followed
In the last Congress Is not a precedent
tor what Is here proposed.
I served on the Committee on Rules
quite a while. I recall that as various
tax bills were presented it was said that
they needed a closed rule because of their
technical nature and the interrelationship of the various provisions. As a Republican In a Democratic Congress, I
supported many of those rules. I recog-.
nized that tax legislation presented many

Is that not clear evidence that there
has been some strange sort of a conver.
sion even In respect to tax bills, because
that was the position they took In con
nection with consideration of the Reve
nue Act of 1948.
To my good friends sitting on the right
Side of the aisle: Rise to the challenge of
that day; rise to the admonition of a
former day by the gentlemen who have
eesoe
oa o hsrl.I
o
hreasoknlody forlothiserule.vIf
youwilvt

send this bill over to the other body and
sometime next year they will correct all
the mistakes," In my opinion that is an
absolute insult to the Members of this
House.
Mr. B3ROWN of Ohio, Mr. Speaker,
before yielding time to the concluding
speaker on this side, I wish to announce
I shall ask for a roll call on ordering the

Istic of the average bill, Well, I have
witnessed some strange conversions since
those days. In the Eightieth Congress
we had a tax bill-the Revenue Act of
1948. As had been customary, it was
called up under a closed rule, which had
been the practice of the Democratic maJoritles In previous Congresses. But the
Democratic leadership suddenly aban-

against theaprviou fruenstion.
et
Bpeyon th atO ouIa
motfriends-adltom
spatollfyu-amntgigno
the details of this bill except to say this:
I favored the original Social Security
Act, I spoke on the floor for old-age
assistance and social security, Let no
one say that there were great numbers
of people who were opposed to such back

say to us and say to us frankly, "We will

technical legal provisions not character-

every right under the rules: that under the
rules they could not take away from us the
right of a motion to recommit. So tbat In
this rule
they have
ruthlessly
from
the minority
every
legislativetaken
right away
the general rules provide
for, and when that
the
gentleman refers to a motion to recommit,
he knows that the Rtules Committee, Under
the rules of the House, could not take that
right away from the minority. so they have
taken away everything they could from the
minority party in the consideration of this
billunder h
eea arimna
po

rallyns follo

theviru advsicyoun

il. vt
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In 1935. There was only a handful opuials. It Is based, like all insurance, upon
posed to It. I. too, have believed in certhe Pooling of certain resources and
tamn increases in amount and increases
risks,
in payments and coverage. But here Is
The economic collapse of 1929 brought
the thing that is difficult if this rule Is
forcibly to our attention the fact that a
adopted as it applies to this particular
person's ability to earn a living and, at
Pill. As has been pointed out there are the same time, provide against the ungood provisions In this bill and then
expected Is not completely within his own
there are a great many provisions which,
control. It also taught us, through tragic
inmy opinion, are completely wrong and
experience, how we need one another,
dangerous. There are some very subThe depression became world-wide bestantial questions of policy involved In cause so many could not buy what others
miany of the provisions. There are pro- produced. The issue of "have's versus
visions which, if they were subject to
have-not's" exploded in war. By this
amendment on the floor of the House, same line of reasoning, the victors are
would be stricken out by decisive manow engaged in the job of restoring the
jorities of the Members here present and vanquished. Business cannot prosper In
voting. This is a comprehensive measa vacuum. It needs markets, and marure. It does not involve the intricacies
kets depend upon purchasing power in
found In a technical tax bill. Tax legisthe hands of Individuals. Our objective,
lation embodies a great body of court
through social-security legislation, Is
decisions. Tax law Is a specialty in both humane and practical. Long beitself.
fore this century, our Government gave
Under those circumstances, why not aid to business in times of stress. More
proceed under an open rule? I, too, on
recently, the Congress has embarked
occasion have chafed at the insistence of upon a large-scale program to sustain
the Committee on Ways and Means that the Income-and purchasing power-of
its measures, its tax measures, come In agricultural producers. But business
under closed rules. i~ke many others, and agriculture also need the sustained
as I have pointed out, I thought that tax purchasing power of consumers, not
measures necessarily had to have that some consumers but all consumers. A
sort of consideration. But here the tax dynamic economy will fall flat on its face
matter Is completely incidental. Oh, It if It tries to limp along on one leg,
Is a very important part, to be sure, but
Other nations had made a beginning
yrou figure out what you are going to do on social security, but the need for it
In the way of coverage, and what you are struck us overnight and under the presgoing to do in the way of benefits, and sure of a Nation-wide paralysis. A vast
then It simply becomes a matter of Program could not be legislated at once,
arithmetic as to what the tax shall be, We had to feel our way.
It involves no technical complications
Fourteen years have passed, and we
and exacting language as found In in.
have learned much In the meantime.
come taxes or estate taxes. Hence, does
With the experience gained, we must get
It not follow that this bill ought to come
On with the building of a more compreup for consideration Just like a bill from bensive program. It Is manifestly unfair
the Committee on Interstate and Foreign
to protect some workers and exclude
Commerce? You remember the soothers.
called Crosser bill. This Is no more
The face value of old-age and surviComplex nor any more technical. I say vors Insurance benefits-separated from
give us a chance to work out a good bill, the old-age assistance program-is about
3Do not put us in the position of having $80,000,000 .000. These contributions are
.tlther to vote for a lot of bad things, or made up from a percentage levied op
vote against things that are good,
'wages received.
In turn, benefits are
The SPEAKER. The time of the gen- paid on the basis of past wages earned,
tleman from Indiana has expired,
and thus compensate for some of the
Mr. SABATH. Mr. Speaker, I yield to
wage loss sustained when the worker
the gentleman from Massachusetts L~r
retires or dies,
LA=].At
this point, I think we should comMr. LANE. Mr. Speaker, social secupliment the Social-Security Agency for
rity means pensions, to provide some Its administration of a difficult and re.
protection against the economic hazards
sponsible job. The cost of administra.
of disability, old age, and the death of a tion is 3 percent of contributions col.
bread winner in a family.
lected and less than 10 percent of ben.
It is insurance against destitution.
efit payments.
Contributions for the
It also provides for unemployment 'year 1949 are being collected at the rate
comenatin.of
$1,800,000,000 a year and disburse..
copnato.ments
will reach the vicinity of $700,000,In the legislation under discussion,
000. Of course, benefits will Increase, and
however, we are concerned with an exadministration costs will decrease, as we
pansion of coverage and benefits to the go Into the future,
disabled, the aged, to the aged wife and
In 1935, faced with this new and comyoung children of a living beneficiary,
pelling need, there were those who op..
to the widow, children, and, in some
posed the Program, fearful of how It
cases, the dependent parents of an in.
would work out. That opposition has
sured worker who dies,
practically disappeared. Those very same
The Social Security Act was passed by voices now rate social security, in a very
Congress in 1935. It was Intended under businesslike manner, as one of the cush.
the Constitution, to enable people to do Ions which will prevent a depression. The
for themselves as a group, what they only Issue Is: How far and how fast
could not do for themselves as individ,
*hould we go in extending the program?
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With certain exceptions, the present
program covers employers of one or more
employees.
Account cards have been issued to
some 90,000,000 persons, of whom 80,000,
000 have some wage credits in their ac
counts, because of work In Insured em.
ployment. Breaking down these figures,
we find that many people alternate be
tween Insured and uninsured emnplty
mient, so that, in 1948, only 35,000,000
were engaged in insured employment at
any one time. Of the grand total. 13.000.
000 have reached the stage where they
are permanently insured. The fate of the
remainder who have acquired some wage
credits depends upon their continuance in
covered employment, their return to it, or
by Inclusion of their present, uncovered
employment within the benefit system by
congressional action.
It is encouraging to note that the House
Ways and Means Committee by a 22 to 3
margin, has approved a bill whose major
provisions Include:
First. Blanketing of 11,000,000 more
workers into the old-age and survivors
Insurance program.
Second. Boosting by 70 percent the
present benefits of 2.500.000 persons al
ready retired, or their survivors if they
have died, and increasing by an average
of 80 percent the insurance benefits of
persons Yet to retire, or their survivors,
Third. An increase of $160,000,000 a
'year in Federal Participation with the
States in public assistance or home relief
for needy persons. The Government al
ready contributes $1,100,000,000 annually
for this Program from general revenues.
It Is Important to clearly distinguish the
old-age and survivors Insurance pro
gram under which the workers and their
employers pay for the benefits which the
worker gets later on and-public assist
ance. The public-assistance program Is
direct relief to the needy who have not
qualified because they have no resources
and have not worked long enough in coy
ered employment. As coverage Is ex
tended, the costs of public assistance will
decrease. This will be helpful for the
agricultural States where public-assist
ance costs are heavy because so little of
the outright burden of dependency is
borne by the contributory social-insur
ance plan. Due to medical progress and
other factors, the number of aged is In
creasing. Public-assistance costs will
therefore rise until such time as all peo
ple-during their working years-are
covered by deductions, shared by worker
and employer, for the eventual retire
ment of the worker.
Fourth. Increase the pay-roll taxes
supporting the insurance Program, cur
rently 1 percent of employee's pay and
'employer's pay roll, to l1j'2 percent on
each, next January 1, to 2 percent on
January 1, 1951, to 21/2 Percent In 1960, to
3 percent in 1964, and to 3 V2 percent on
each In 1970.
Fifth. Create a new category of aid to
totally and permanently disabled per
sons under both the insurance and pub
ic assistance approaches to the prob
lem.
Extended coverage proposed would
embrace the self-employed, with the ex

1949

CONGRESSIONAL RECORD-HOUSE

ception of doctors, lawyers, dentists, and could be purchased at post offies or from
certain other professional categories; rural mail carriers. This plan could also
domestic workers with earnings exceed- be used In small industrial and commering $26 in a 3-month period; employees cial establishments. Either the stampof nonprofit institutions, State and local book system, or the simplified pay roll regovernment employees where there Is a port system developed by the Treasury
Federal-State agreement, and several Department and the Social Security Adsmaller groups,
ministration could be used for the coverIn the House of Representatives, we age of agricultural workers and emwill work for passage of this bill before ployees in domestic service. Either offers
Congress adjourns. Due to the backlog a practical solution to the original objecof work facing the Senate, It Is unlikely tion which was based on administrative
that this legislative body will have an difficulties and extra cost.
opportunity to approve of this muchIt is also advisable that employees of
needed legislation until next year. Per- the Federal, State, and local governsonally, I favor more security for more ments--adjusting their special retirepeople, and It Ismy opinion that the Con- ment systems where they exist, to the
gress as a whole, in line with the Presi- basic social-insurance system-members
dent's recommendation and request, will of the armed forces, and employees of
provide for this need before another year religious, educational, charitable, and
has passed.
similiar nonprofit organizations, should
Apart from all considerations of hu- also be Included. Also, those Independinanity, or of economics, it is apparent ents, such as salesmen, taxicab operators.
that the people want extended coverage insurance agents, and homeworkers.
to provide a minimum of security for all
In order to bring newly covered workagainst the major uncertainties of life.
ers up to an even status with those
A poll among farmers reveals that 60 previously covered, the existing law
percent favor extension of social-secu- should be changed to permit such workrity benefits to them. Small-business ers to be deemed insured if they had
men, professional workers, and others covered wages In one out of each of the
who comprise the nonfarm self-employed four quarters elapsing since 1906, or since
are asking that they themselves also be the age of 21. Anyone who already has
Included. Flarm operators number about 40 quarters (or 10 years of covered em6,000,000. Urban self-employed stand at ployment) would continue to be fully
about 7.700.000.
Insured,
Originally, the self-employed were left
Since the present level of benefits Is
out of the Social Security Act because Inadequate, even in the light of the lower
there seemed to be no feasible way of tax- economic level of 1939 when these proIng their income for contributory pur- visions were enacted, and since the highposes. However, experience has since er cost of today's living will not recede
demonstrated that there are no adminis- to that level, benefits should be increased.
trative problems which will preclude
Furthermore, the qualifying age for`
their coverage. It is suggested that re- women should be reduced from 65 Years
ports would be required only from self
to 60. Women are generally younger
employed persons with gross cash in- than their husbands and, on the avercomes from all sources of $500 or more age, live longer. If women are allowed
In a year, and with net incomes from self
to draw benefits at 60, about three-fifths
employment of $200 or more. Income of the married men would have wives imdue to self-employment would have to be mnediately eligible for wife's benefits when
separated from return on investment, the men reach the age of 65. This would
However, net Income from self -employ- also help widows. Women workers themment could be gaged on the basis of two selves should, as a matter of consistency,
figures already included In the Income- be eligible for benefits at the same age
tax return, namely, income from bus- that other women qualify for dependent's
Iness or profession--schedule C-and In- benefnts.
come from partnerships-schedule E.
The most serious lack in our socialAltogether, some 4,700.000 persons are security program is that It fails to proexcluded from the present coverage as vide adequate safeguards against the disagricultural labor. About 3,000,000 do- tress and poverty which follow disability.
mnestic workers In private homes are also
Over 2,000,000 Americans are disabled
frozen out of benefits.
for 6 months or longer each year. In1
These two low-income groups are more June 1948, 83,000 persons were receiving
In need of protection than regular Indus- adt h ln;9,0
aiiswr
trial workers and, due to the greater de-,adt
h
ln;9,0
aiiswr
gree of economic uncertainty surround- receiving aid to dependent children.
Ing their employment, they should have Disability insurance Is part of the socialbeen among the first groups to be coy- Insurance system of practically all counered. This Ironic oversight has hereto- tries except the United States,
fore been excused on the basis of adLoss of income delivers the same cruel
ministrative difficulties concerning them, blow to the wage earner and to the wife
Most of the small employers of such help and children dependent upon him whethdo not keep books, and there seemed to er It Is caused by unemployment beyond
be no way of keeping records on such em- Mis control, or by illness or injury. We
ployees. To overcome this lack, a set-up are providing Insurance against the one
la suggested whereby such an employee but we have neglected the other.
would receive a stamp book In which
This dangerous gap must be filled In
stamps would be placed by his employer by providing disability Insurance through
as evidence of contributions made by the a contributory system,
employer and the worker. These stamps
The cost?
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Actuarial estimates of an expanded
old-age, survivors, and extended disabil
ity Insurance program, based on present
employment and wage levels, hits an in
termediate figure of '7.14 percent of pay
rolls.
This is the financial cost, which would
not cripple any earnings.
But what about the cost in terms of
destitution and despair which the flnan
clal cost would eliminate? Would not
this represent a real gain in human dig
nity, freedom from unnecessary worry,
and as a prop to the economy upon which
we all rely?
Basic security for all is the foundation
for the next advance of civilization, For
no man can live unto himself alone
whether it concerns his material needs
or the opportunity for developing his
Immortal spirit.
Mr. SABATH. Mr. Speaker, I yield the
balauce of the time to the gentleman
from Tennessee [Mr. COOPER).
The SPEAKER. The gentleman from
Tennessee is recognized for 6 1/2 minutes.
(Mr. COOPER asked and was given per
mission to extend and revise the re
marks he expected to make in Committee
of the Whole and Include certain ex
cerpts and quotations.)
Mr. COOPER. Mr. Speaker, for those
of us who have been here a while, It has
been Interesting to hear this debate and
hear the remarks made by our distin
guished colleagues and good friends on
the left of the Chamber.
I was initiated In the House of Repre
sentatives on a demand to vote for a
'closed rule, offered by the Republican
Party, for the consideration of the
Smoot-Hawley tariff bill. Fifteen Re
publican members of the Ways and
Means committee, behind closed doors,
with all the Democrats locked out,
15 Republican members of the Ways
and Means Committee wrote the SmootHawley tariff bill, and then brought, In
a closed rule for Its consideration.
Hon. John Tilson, of Connecticut. then
Republican leader of the House, Publicly
stated:
We do not propose to allow every Tom,
Dick, and Harry to offer amendments to this
bill.
That Isthe history of your own actions,
and yet we see these crocodile tears shed
here today about this type of rule.
As I say, I was initiated in the House
of Representatives, the first session, my
first term, by that situation that you
presented. Any man who was here then
nw hti
re
nw hti
re
As has been stated, the Ways and
Means Committee has worked for 6
months on the pending bill, and It is
reported to the House today by a vote
of 22 to S. Only three minority, mem
bers of the Ways and Means Committee
voted against favorably reporting this
bill. All 15 of the Democratic members
voted for it, and 7 of the 10 Republican
members voted for it. I say to you that
this is a good bill. It Is a far better
bill than I ever thdught we would be
able to present to you because of the
many difficult problems involved In It.
It is a bill of such nature that the best
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Mr. Rihicoff for, with Mr. Smith of Ohio
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Mr. Byrne of New York for, with Mr.
Brehim against.
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Mr. Morrison for, with Mr. Coudert against.
r.HgD.Sot
Balyfrwih

r.Hg D.Sot
M.Balyfrwih
Jr.. against.
Mr. Bonner for, with Mr. Kunkel, against.
Mrs. Douglas for, with Mrs. Bolton of Ohio,
against.
ihM.Flosaant

Bates, Mass.

Hill

Bishop
Blackney
Del.
Boggs,
Brown. Ohio

Hinshaw
Hobbs
Hoeven

Rich
Rivers Mass.
Rogers,
Sadlak

Holmes
Hope

Sanborn
Saylor

Church

James

Scrivner

M.Dnhefr

Clevenger
Cole. Kans.
Colmer

Jenison
Jenkins
Jennings

Scudder
ShaferPeifraint
Short
Simpson, Ill.

r WlimL
Mfifr. Dganstefr. wt
Mr. Engle of California for, with Mr. Tay-

Hoffman, Inl.
Hoffman, Mich. St. George

Burdick

Byrnes. Wis.

Horan

S. Dak.

s n
uetin
Te
Th SEAER
TheSPAKR.Th qustonison
Corbett
agreeing to the resolution.
Mr. BROWN of Ohio. Mr. Speaker, on Cotton
taIasfothyesadny.Crawford
Cunningham
eas nd nys.
as
thatI
forthe
Curtis
The yeas and nays were ordered.
The question was taken; and there Dague
Ga.
Davis, Win.
3,aswered
weeya8,ny
nDavis,
as15
weeya
8,
DIEwart
"present" 2, not voting 106, as follows:

Abernethy
Addonlzio
Albert
Allen, La.
Andrews
Aspinall
Barrett,'Pa.
Bates, Ky.
Battle
Beall
Beckworth
Bennett, Fla.
Bennett, Mich.
Bentsen
Biemiller
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Doll ver
Donidero
Eaton
Ellsworth
Fenton
Ford
Fulton
Gamble
Gavin
Gillette
Golden
Goodwin
Graham

Jensen
Johnson
Kean
Kearney
Kearns
Latham
LeComapte
LeFevre
Lemike

Scott. Hardie

Mr. Mansfeldfor, with Mr. Farellw against.
avyaant
M.Mle
for, with rMr. Jonas against.
Mr. Murphy owt
Mr. Klein for, with Mr. Kilburn against.
Mr. Roosevelt for, with Mr. Lovre against.
Mr. Hays of Ohio for, with Mr. McMillen
of Illinois, against.
Mr. Heffernan for, with Mr. Merrow against.

ihM.WlimL

lor against.
Mr. Peighan for, with Mr. Cole of New
Simpson. Pa.
York against.
Smith. Kans.
r.RdofIlns
Smith, Va.MrTegefwih
Mrans.TegefrwihM.RdofIlns
Smith, Wis.
aant
Stefan
Mr. Davies of New York, for, with Mr. Reed
stockmian
of New York against.
Taber
Ta~ll
Additional general pairs:
Van Zandt

Lichtenwalter
VeldeMrGimrwtM.MleroMaynd
Lodge
VorysMrGimrwtM.MleroMaynd
McConnell
Mr. Miller of California with Mr. WolVureell
McCulloch
verton.
Weichel
McGregor
Mr. Bolton of Maryland with Mr. Case of
Werdel
Macy'
New Jersey.
White, Idaho
Martin, Iowa
Mr. Tauriello with Mr. Chiperfleld.
Martin, Mass. Wigglesworth
Williams
Mason
Mr. Granahan with Mr. Bramblett.
Wilson, Ind.
Meyer
Mr. Whittington with Mr. Edwin Arthur
Wilson, Trex.
Michener
Hall.
Murray, Tenn. Winstead
Mr. Chudoff with Mr. Jackson of CaliWoodruff
Murray, Wis.
forni.O'elwihM.Nra
ANSWERED "PRNSENT"-2
Mr. Deane with Mr. Morton.
Wolcott
Cox
NOT voTING-loe

Abbitt
Bailey

Dingell
Burnside
Byrne, N. Y.~ Donohue

Barden

Carlyle

Bolton, Md.
Bolton, Ohio

Chudoff
Cole, N. Y.

Baring
Bland
Blatnik

Bonner

Bramblett
Brehm
Buckley, N. Y.

Buiwinkle

Case. N. J.
Chatham
Chiperfield
Cooley

Coudert
Crosser
Davies, N. Y.

Deane

DouglasTeaM.PMA
Niston

Engle, Calif.
Feighan
Fellows
Flood

Garmants

Gary,
Gilmer(M.D
Granahan(M.D

Green

Mr. Dingell with Mr. Phillips of California.

Mr. WOLCOTT. Mr. Speaker, I have
a live pair with the gentleman fromi
Ihewrpes
rs
ewr
TeaM.ITA.I
ent, he would vote "yea." I voted "nay,.'
answer
and
vote
my
I withdraw
"present.".

The result of the vote was announced

as above recorded.
GHO
GHO

asean
ase

wsgin

an wsgin
permission to extend his remarks in the
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and include certain tables in connection with the bill H. R. 600.)
(Mr. JENKiNs asked and was given
Permission to extend his remarks In the
RECORD and include extraneous matter.)
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 consideration of the bill (H. R. 6000) to extend
an iprvethFdealol-ae an
suvios
nsrnc ssem t
med
thsubior
anssisance andemchil wlaren
provisions of the Social Security Act, and
ote uroesecurity
for
TheSPEKE.
Te uesio ison
the motion offered by the gentleman
from North Carolina.
The motion was agreed to.
Accordingly the House resolved itself
Into the Committee of the Whole House
ontho te
Sat nin orth cnsideration of the bill H. R. 6000, with
Mr. KILDAY in the chair.
The Clerk read the title of the bill.
By unanimous consent the first readIng of the bill was dispensed with,
Mr. DOUGHTON. Mr. Chairman, It
was my privilege to introduce the
original social-security bill in 1935; also,
the only two social-security-revision bills
to became law since then-the socialsecurity amendments of 1939 and the
social-security amendments of 1946.
The social-security bill of last year was
Introduced by the able and distinguished
.gentleman from New York, a member of
our committee [Mr. REED]. but that bill
did not pass the House until the closing
days of the Eightieth Congress, and
there was no time for its consideration
by the Senate.
There were no hearings conducted on
that bill, and that bill, unlike ours which
was Introduced and taken up early in the
first session of the Eight-first Congress,
was not Introduced until the last days of
the Eightieth Congress. The Congress
adjourned, as I recall, on June 20. That
bill, without any hearings, mind you, was
introduced on June 2 and reported on
June 2. The report on that bill was ifiled
in two installments. One was on June 2
and the other was on June 4. Remember, the Congress adjourned on June 20,
less than 3 weeks later.
As has been stated, application was
made to the Rules Committee for a
closed rule, and a rule was granted, It
was similar to the rule granted today,
except that It provided for only 2 hours'
general debate. That was not tight
enough to suit the majority at that time,
so they brought the bill up under suspension of the rules on June 14, just 6 days
before the Congress adjourned. SO It
was too late for the bill to be given consideration in the other body. You can
Judge from this record the degree of
sincerity on the part of the party then In
power with respect to the social-security
RECORD

program.

They knew, and everyone

knew, that there was not time even for
the other body to consider that bill because, as I say, it was considered under
suspension of the rules on June 14, and
the Congress adjourned on June 20.
That Is the record of the then majority,
now the minority party, with respect to.
their Interest In social security,
Both parties are committed in their
1948 platforms to certain amendments or
revisions of the present Social Security
Act. The Democratic Party platform in
1948 made this declaration:
Wefvrteetnino
h
oil
program established under Democratluross.ti
leadership, to provide additional Protection against the hazards of old age, disability, disease, or death.
That was our platform,
The Republican platform promised:
Extension of the F'ederal old-age and survivors insurance program and Increase of the
bnfttoamrrelsilvl.The

What these words "more realistic
level" mean I do not know, but socialsecurity' benefits certainly did not have
a very realistic level In the Eightieth
Congress in 1948. The record of the
Eightieth Congress was not a very realistic approach to the matter, but that is
the last action of the Republicans up to
now on social-security legislation,
NECESSITY FOR THE BILL

In the debate on the original bill In
1935 I stressed that "we do not claim
that the bill under consideration to be
a perfect measure nor'one that will not
require amendment from time to time
in the light of experience."
Experience since 1939, the date of the
last comprehensive revision of the Social
Security Act, has developed practical
plans for extending the coverage of the
old-age and survivors insurance program. It is clear that the benefit scale
established in 1939 does not now provide
an adequate floor of protection against
economic insecurity from old age or premature death of the family breadwinner,
There Is now no protection against the
hazard of permanent and total disability.
The purpose of the pending legislation is
to widen the scope and increase the protection afforded by both the old-age and
survivors Insurance and the public assistance programs; yet, as stated In the
committee report, It is designed "to speed
the day when most of the aged and the
Nation's dependent families will look to
the insurance program for protection and
when the role of public assistance can be
drastically curtailed."
Yet In expanding coverage and Increasing benefits, your committee has
ever kept in mind the warning of Presi.
dent Roosevelt on January 17, 1935,
about the Importance of avoiding "any
danger of permanently discrediting the
sound and necessary policy of Federal
legislation for economic security by attempting to apply it on too ambitious a

scale before actual experience has pro-
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vided guidance for the permanently safe
direction of such efforts."
'For reasons stated on pages 2 and 3
of the committee report on H. R. 6000,
"The Congress is faced with a vital de
cision which cannot long be postponed."
This decision is whether the insurance
program of the social-security system
can be strengthened and reenforced
against the assaults of proponents of
general old-age pensions out of the Fed.
eral Treasury, and against the chal
lenge of the private retirement plans fi
anced solely by the employer. Since
both the Democratic and Republican 1948
national platforms pledged extension of
the Federal old-age and survivors in
srnepormadices
fbnft
srnepormadices
fbnft
to a more realistic level, it is possible to
approach this decision with a minimum
of, if not free from, partisanship.
BACKGROUND OF THE BILL, H. R. e000
Committee on Ways and Means
has thoroughly considered all phases of
the social-security system except unem
ployment insurance. On February 21.
1949, at the request of the President, I
Introduced H. R. 2892, relating to public
assistance, and H. R. 2293, dealing with
old-age, survivors, and disability insur
ance These bills provided the basis for
consideration and discussion during the
2 months of hearings that followed in
which 2500 pages of te&timony were re
ceived from more than 250 witnesses. In
addition to the views of the Social Se
curity Administration, the committee
has had the advantage of competent
testimony from witnesses representing all
schools of thought on this very impor
tant subject of social security, including
employers, employees, and the self-em
ployed, from agriculture, industry, and
the professions, as well as state and local
officials. The committee has also had
the benefit of a very thorough study
prepared by its special staff of experts in
1945, headed by Mr. Leonard Calhoun,
as well as the extensive and exhaustive
report of the Social Security Advisory
Council of the Senate Committee on
Finance, which investigated this subject
last year. We have had the benefit of all
shades of thought on the subject.
After nearly 4 months of study and
discussion of all available information
and opinion, the committee, with the as
sistance of an able technical staff, pro
ceeded to draft Its own bill, H. R. 6000,
combining its best-considered judgment
on both the public-assistance and oldage and survivors Insurance programs.
Every provision In this bill of 200 pages
was agreed upon, if not unanimously,
by a majority vote of the committee, and
I am pleased to report that the decisions
were as free of politics as any legislation
I have ever known. Although H. R. 6000
does not go so far In certain respects as

some members of the committee desired,
other members felt that some parts of
the bill go too far, In my opinion, the
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lengthy deliberations and discussions
have resulted in a bill that is free from
extremes either way. And that Is the

governments, if the State enters into a
voluntary compact with the Federal Se.
curity Agency, provided that such em-

legislative road I have always consid-

ployees who are under an existing retire-

ered It wisest to follow,
The report on the bill contains over
200 pages and is a full and detailed explanation of the bill. Much of the bill
is quite technical, and therefore somewhat complicated and difficult to understand. I am certain that all Members of
the House are familiar with the complexities and Intricacies of a life-Insurance contract, and a program of social
Insurance Involves many of the same

ment system shall be covered only If such
10 possible
20 possible
40possible
employees and adult beneficiaries of the
Monthly
yoears of
overage
o
coyerargeo
wage
cvrg
oeae
cvrg
retirement system shall so elect by a,
whisie
two-thirds majority,
working Present H. R.PentE.3. Present H. R.
(c) Household workers: About 950,00
000 a
law 6000
law
6000
domestic servants in private homes, not
____
____
on farms operated for profit, who work
Covered In all possible years
at least an average of 2 days a week for,--and earn at least $25 cash per quarter
s~------------------------ $2
$30
frozr, any one employer.
$100--------28
52
30
55
36
00
(d) Nonprofit Institutions:
About $1---...
33
58
36
60
42
06

basic policy questions.

600,000 employees of nonprofit institu-

Therefore, I would suggest to those
who are anxious to know what the bill
contains that they read very carefully
the report of the committee, a copy of
which was delivered last week to the
office of every Member of the House. A
general knowledge of the bill can be acquired by reading pages 5 to 8 of the report, and a detailed explanation of every
provision is available elsewhere in the
report. I am certain that any Member
who may be in doubt as to the contents
of the bill will very easily be able to satisfy himself on almost any point by consulting this report.
I shall now try to summarize very
briefly some of the principal features of
the bill.

tCons other than ministers and members
of religious orders, but if the employerdoes not elect voluntarily to pay the employer's tax, the employee would receivecredit with respect to only one-half his
wages for the employee's tax which is
compulsorily imposed upon him.
(e) Miscellaneous: Smaller groups,
Including processing workers off the
farm, Federal employees not under civil
service, Americans employed by Ameri
can firms outside the United States, residents of Puerto 1-1co and the Virgin Islands, and salesmen and others who
technically are not employees at common
law, totaling one and one-fourth to one
and one-half millions.
Second, Liberalization of benefits:
(a) About 2,600.000 persons currently receiving old-age and survivors Insurance
benefits would have their monthly benefit Increased on the average by about 70
perceit. Increases would range from 50
percent for highest benefit groups to as
much as 150 percent for lowest benefit
groups. The present average primary-benefit of approximately $26 per month
for a retired Insured worker would be incesdt
ery$5$307-----2

A. OLD-AGE AND SURtVIORS INSURANCE

FIrst. Extension of coverage: Old-age
and survivors insurance coverage would
be extended to add approximately
11,000,000 new persons to the 35,000,000
persons now covered during an average
week. The groups added to the system
under the bill are as follows:
()Self-employed: About 4,500,000
nonarm sefepoe
esn
ter

crae

onal
4.$200------------

than physicians, lawyers, dentists, osteo(b) Persons who retire In the future
paths, veterinarians, chiropractors, op.
would have their benefitt computed untometrists, Christian Science practider a new formula, with resulting benetioners, and aeronautical, chemical, civil,
fits approximately double the average-electrical, mechanical, or mining engibenefits payable today. The minimum
neers. Self-employed persons whose primary benefit under existing law of $10
net earnings from self-employment are
Per month would be Increased to $25.
less than $400 per year would be exThe maximum family benefit under excluded. The contribution rate for the isting law of $85 per month would be inself-employed would be 1 1/2 times the
creased to $150, but not more than 80-rate for employees.
Percent of the average monthly wage of
In extending coverage to the self-emthe insured person. Lump-sum death-ployed two considerations were kept In
payments would be made upon the death
mind:
of all insured Persons. Under present
First. The desire of members of a law, lump-sum death benefits are payable
particular business group or profession;
only If the deceased Insured person does
and second, the probability of retirement not leave a survivor who could become
in old age and therefore, need In old age immediately entitled to benefits. -.
for social-security benefits. Moreover,
The following tables taken from the
the inclusion of large groups of people
committee report give a comparison of
Who do not desire social-security coverthe individual benefit payments under
existing law and under the provisions of
age would make most difficult the administration oftesse.tepnigbl.$150 oftesse.tepnigbl.$200----------The proposed revision is not the last
Table 1 sets forth the amounts of old-

word In social-security legislation, and

age Insurance benefits payable to regu-

further study can, and should, be given
tc. the problems of coverage of other
groups whenever this may be desirable
and practicable.
(b) State and local employees: About
3,800,000 employees of State and local

larly employed workers at various levels
of average monthly wage and for various
numbers of years of coverage, under the
present law and under the bill, without
showing supplementary benefits for
dependents.

TABLU 1.-Illustrative monthly primaryl
amounts
JAll figures rounded to nearest dollarj
-

____

____

$200
38
$250 '-44
$300----(1)

63
68
74

____

42
48

661
72
77

(I)

--

[

-

49
56

72
78
84

(1)
-

-

Covered In half of possible years
-

-

-

-

$50 -------- $10

$28
$11 $25
$12
$2
26
22
28
24
30)
29
25
30
27
83
32
28
33
30
36
34
30
36
33
39
$30-1
37
(1
38
("
4
'Present law includes wages only up to $250 per month.

$100_
21
$110 ..
24
$200--------26
$250 ------29

alsosilutaie
otl
Tbe2sosIlsrtv
otl
benefits for a retired worker with an
eligible wife, while table 3 gives corre
sponding figures for various survivor
categories.
TAm~z 2,-Ilustrative monthly benefits /or~

retired workers
JAlB figures rounded to nearest dol.arj
Average
monthly

wage

DI. R. 6000

Present law
----.

SigeMredSnle

ari'

Insured worker covered for a years
-

sso........---

-

$26
$300--------26
53
6
37
62
$250-----------42
67
----1
'3)
(1
72
Isrdwrkrcovered for -0yer

$5---------..
$100------------

$5------

$21

$32
39
4
55
63

-

$22
28
33
38
44

$200-----------$20----------$300---------- (I)

__-

$3
41
50
58
66
(Q)

$38
77
8
92

l


$20
52
58
63
68
74
--

$39
79
87
94
102
110
-

-

Insured worker covered for 20 years
--

S---------$24
$100------------

$150-----------$0-----(5)

30
36
42

$36
45
54
73

(2)

-

$28
55
60
72
77

$40
80
91
107
11

______

lIssued worker covered for 40 years

so--------- $28
$40
$30
$300----------35
52
60
------- ---42
63
66
49
74
72
$250----------50
$4
78
30----(1)
(')
84
' With wife 65 or over.
I Present law includes wages only up to $250

$40

so
99
1os
117
12s
per

month.
Norz.-These figures are based on the assumption
that the Insured worker was in covered employment
steadily each year after 1949 (or after 1936 as the case
may be).

T~wx 1.-Ilustrative monthly benefits tor
survivors of insured workers
[AD figures rounded to nearest dollar]
-

Average

--

--

.- --

--

Widow Widow
Aged
n
Aged parnt Widow an
chlioil.
and 1
n
wio
dren
dren
ao
hlon child
w

montly lon

wage
-

insured worker covered for 8 years
-.-

24 42 16
$150---$200.---28 46 18
$250-....32 50 21
VW ----- (') 54 (2)
Insure

42

46

39

46

55

-totally

55 113

92 64 123

NVAC

Coverage: All persons covered by
th oldageandsurivor Inurace rogram would be protected against the
azard of enforced retirement and loss
First.

$110.----25 43 16 43 41 87 58 116
29 47 19 47 48 94 67 126
$200 ---$250 ---- 33 11 22 51 55 102 77 137
$300-....(1) 55 (2) 55 (2) 110 (2) 147
------

40
-4
21 -3
-2 -1 $1$2$1$040$0$040$40
22 41 15 41 38 80
27 45 18 45 45 91
32 10 21 10 52 99
$250---36 54 24 54 60 107
$300-....(2) 58 (1) 58 (2) 116
-1

-$40
12 g0

Permanently

and

disabled workers would have their

not only that the tax sched~ule would

dependents
Third. Eligibility for benefits: An iii.
dividual would be insured for disability
benefits If he had both (a) 6 quarters
of coverage out of the 13-quarter period
$40 40
ss 80s ending when his disability occurred, and
(b) 20 quarters of coverage out of the
66 I120
77 110
40-quarter period ending when his disa55 iso
bility occurred.
(') 150

I

CL.

63 120
74 132
84 143
(2) 110

40
60

80

72 i20
84 110
85 110
(2) 150

VETERANS

fund

ol

Isrdudrtesse

eev

ol eev
isrdudrtesse
protection valued in excess of their in
dividual contributions.
E. PUBLIC ASSISTANCE AND WELFARE SERVICES
Thus far I have discussed the insur
ance provisions of the bill. The pro
visions in the bill relating to the StateFederal public-assistance programs are
also of great importance to those persons
who are unable, for one reason or another,
to

be

eligible for

insurance

benefits.

World War II veterans would be given

While the old-age, survivors, and disabil

wage credits under the old-age, survivors,

ity Insurance Program that I have out

and disability insurance program of $160
per month for the time spent In military
service between September 16. 1940, and
July 24, 1947.
D. FINANCING OF OLD-AGE,. SURVIVORS, AND
DISABILITY INSURANCE

---------------

Insured worker covered for 40 years

from

general revenues. Before regihing this
conclusion, the committee sad-3fied itself

would be available for
74 15is but no payments
of disabled workers.

__

appropriations to the trust

and

631120

Insured worker covered for 20 yer

might point out that Government bonds
are purchased by banks, insurance cornpanties, and individuals when they want
to invest surplus funds in the soundest
investment in the world. The invest
ents of the trust fund will earn inter
est Just as any other Government bonds,
which will help to finance the large bene
fit disbursements. The bill would repeal
the provision in present law authorizing

caused by permanent

disability,
Second. Benefits:

50 52 100 74 13.3 84 150
54 (2) 108 (2) 144 (3) 160
worker-covre- fo 0 years
_
Isrdwrecoeefo1

$10.----$16 $20 $11 $20 $28 $39 $38 $40
$100.----21 39 14 39 34 79 48 so

-

.P~ssirADTTLor~r

of earnings

r-total

,

ment without loss of benefits would be
Increased from $14.99 to $50 per month,
After age 75, benefits are payable regardless of amount of earnings from employment.

PP"O
I1,T~`~

N?: oil

Pk

$50.$18-$100---$110 ---$200 ----
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lined will decrease the need for public
assistance in the future, we should not
forget the needy aged, the blind, the per
maniently and totally disabled, and the
dependent children who do not have
social insurance protection. Accordingly,

Last but not least, I should like to deal

the bill would strengthen and improve

with taxes for the old-age and survivors
Insurance system since It is an essential
feature of social insurance that there
should not only be benefit rights but also
contribution obligations. The Insurance

the public-assistance programs for these
needy individuals, as follows:
First. Extension of State-Federal pub
lic assistance Programs: Aid would be
extended to the following persons not

tax has been frozen at 1 percent on both
employee and employer for 13 years, 1937
to 1949. Under present law and under
the bill, this rate would rise to 1 1/2percent
In 1950. It is an essential sound matter
of financing that the contribution rate
should rise steadily over the future beThe increase in benefit amounts for
cause the benefit disbursements will of a
persons now on the rolls will be accomcertainty rise for perhaps the next 40 or
plished by the use of a table included in
50 years. In all its considerations, the
the bill. A summary of this table is preCommittee on Ways and Means was firm
sented In table 4.
or
in its conviction that this system should
o coverio tale
TABE 4-Sumay
be soundly financed so that the benefits
nor o
oenfitconvrsotabse
TAoE.-ummarne
promised could be paid.
rthsnwon
nwbnft
comeutonl
present law, the 12/2 -percent tax
ronde
[Al fiure
toneaestdolar]Under
rate would be effective for 2 years and
Al iue onaetdla]
one
thereafter the rate would be 2 percent.
-h pno ht
Tecmitewso
Maximum
New primary
Present pria
fteoiinta
omte
family benefitFs
insurance
mnary insurance
such a low tax schedule could not suppayable
amount
benefit
adequate benefits.
______-port
Further the committee concluded
$40
$25
$10
that this system should be on a sound
10
31
15
18
36
20
actuarial basis and should be completely
78
4
21
self-supporting from the contributions
145
3055
of the participating persons and their
150
60
40
employers. Accordingly, the bill pro110
64
45
vides that the tax rate on employers and
I
- I
employees should be increased to 2 perEXAMPLES
cent in 1951 and then to 21/2 percent In
1. Retired worker now receiving $25 per month will
1960, 3 percent in 1965, and 3¼/percent in
receive $44 after effective date. Supplementary beniefits
190 Thscotiuonreswlrfor his eligible benefits or survivors cannot exceed $78.
190Thscotiuinrtswlre
2. Widow ag 61 or over now receiving $30 per month
sult in the building up of a fairly siz(baeed on three-fourths of deceased husband s primary
able trust fund, which will be Invested
benefit of $40) will receive $45 after effective date (threethat soundest investment of allforh f$0)In
United States Government securities. In
Third. Limitation on earnings of bene.
answer to the critics of this method of
ficiaries: The amount a beneficiary may
investing the trust fund moneys, I
earn after retirement in covered employ-

now eligible for assistance:
(a) Permanently and totally disabled
needy persons. The Federal Govern
ment Would share in the costs in the same
manner as for old-age assistance and aid
to the blind.
(b) The mother, or other adult relative
with whom an eligible dependent child is
living. The Federal Government would
share in the costs of the aid furnished
such mother or relative.
Second. Increase in Federal share of
public assistance costs: The bill would
strengthen financing of public assistance
In all States, and, particularly, would en
able the low-income States to raise the.
level of Payments to needy recipients un
eea
drteSaeFdrlporm
eea
drteSaeFdrlporm
funds would be made available to the
States under the following matching for
mula:
(a) For old-age assistance, aid to the
blind and aid to the totally and perma
nently disabled: Federal funds will equal
four-fifths of the first $25 per recipient
plus one-half of the next $10 plus onethird of the next $15 with a maximum of
$50 on individual assistance payments.
(b) For aid to dependent children:
Federal funds will equal four-fifths of the
frt$5prrcpeticudgoe
5prrcpet-cudgoe
frt
adult in each family-plus one-half of
the next $6, Plus one-third of the re
mainder, with maximums on individual
assistance payments of $27 for the adult
plus $27 for the first child Plus $18 for
each additional child in the family.

------------------

$50.--- $21 $22 $14 $22 $35 $40 $40 $40 $40
$100---- 26 45 18 45 44 80 61 80 70
32 50 21 10 12 90 74 120 84
$110---$200-....37 54 24 54 61 108 81 144 85
25 --42 58 28 iS 70 117 SI 110 55
0....(2) s3 (2) s3 (2) 126 (2) 110 (2)

$40
80
120
150
110
150

---I'Age 65 or ovr
I Present law includes wages only up to $210 per monthi.
NOTE.-These figures are based on the assumption
that the insured worker was in covered employment
steadily each year after 1949 (or after 1936 as the case
may be).
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Third. Public medical institutions:
The Federal Government would share in
the costs Incurred by the States and localities In furnishing assistance to' the
needy aged, blind, and permanently and
totally disabled recipients In public medical Institutions. instead'of limiting Federal Participation to costs Incurred for
recipients residing in private Institutions
as Provided in present law,
Fourth. Direct payment for medical
care: States would be authorized to make
direct Payments to doctors or others furnishing medical care to recipients of
State-Federal public assistance.
Under existing law the Federal Govermient does not participate in the cost
of medical care for recipients unless payment for such care is made directly to
the recipient,
Fifth. Child welfare services: Authorization for child welfare services would
be increased from $3,500,000 per year to
$7,000,000, for service in rural areas or
areas of special need. The use of child
welfare funds would be authorized for
purposes of returning interstate runaway
children to their homes.
Silxth. Puerto Rico and the Virgin
Islands: The four categories of public
assistance would be extended to Puerto
Rico and the Virgin Islands, but the
Federal share of assistance Payments
would be limited to 50 percent. The
maximum Federal payment would be $15
for a recipient of old-age assistance, aid
to the blind, or aid to the permanently
and totally disabled, and $9 for the first
child and $6 for each additional child
in an aid to dependent children family.
Seventh. Cost: The over-all estimated
additional cost to the Federal. Government for the public assistance and weIfare services amendments would be
$256,000,000 annually.
Mr. MURRAY of Wisconsin. Mr.
Chairman, will the gentleman yield?
Mr. DOUGHTON. I yield to the gentleman from Wisconsin.
Mr. MURRAY of Wisconsin. I would
like to ask what, exactly, Is the status
of an employee? For example, there are
several paper mills in my district, and
in my State, and in reading over this
bill I wonder where the operators of the
pape mils'respnsiiliy beinsand
whpere mitls rendos.iThereti cognsideable
pulpe ited.Teei
osdrbe
pupcut by contractors. Who would be
responsible for keeping track of that
particular situation?
Mr. DOUGHTON. Of course, that
was one of the most controversial problems that we had to deal with. We had
before us the Treasury officials, represetaivsofth
ScalSeurt Amiistration, and heard testimony from the
taxayrs.Weherd
llshaesofthat
togtaxaeson thatsbect. fl theaTeas-o
thuryhadmnitrthatsbelaw as ithsay
easill
there will be no trouble about who is
covered. As to exactly who will be
covered and who will not be covered, I
do not believe you could write that into
statutory law. There must be some discretion, as you know, If this law Is to be
administered according to the Intent of
the Congress. The benefits of any law
depend upon its administration. You

might take the Ten Commandments to
administer, but if they are not understood and not lived up to, what would
be the result? We have to leave It to
those who administer this law, and give
them some discretion as to who is
covered as an employee and who Is not,
In the same way, we have to leave It to
the. local welfare boards to determine
who Is In need; we have to leave It to
the doctors to say who is permanently
and totally disabled.
Mr. LYNCH. Mr. Chairman, will the
gentleman yield?
Mr. DOUGHTON. I yield to the gentleman from New York.
Mr. LYNCH. I think the answer to
the gentleman's question is this, that if
the subcontractor is in reality a real con 
tractor, If he has money invested in his
equipment, if he does not do any work
personally, If he has employees, he does
not come In under this bill as an employee but would probably come in under
the provision of self-employed. I do not
know whether that answers the question
precisely.
Mr. MTJRRAY of Wisconsin. I want to
get the facts in the case. If we pass a bill
we ought to know what we are passing.
Mr. DOUGHTON. I agree with the
gentleman,
Mr. MURRAY of Wisconsin. Here Is a
company, regardless whether It Is a paper
mill or any other company, but it has
subcontractors and it contracts with
these men for so much pulp, we will say.
Does Vie corporation assume the responsibility, keep track of the social-security numbers and payments for instance,
or does the subcontractor have that responsibfility?
Mr. DOUGHTON. I am not a lawyer,
and I do not understand the technical
and legal terms as well as my good friend
the gentleman from New York [Mr.
LYNCH], the gentleman from Tennessee
[Mr. COOPER], and the gentleman from
Arkansas [Mr. MiLLs] and others.
Mr. LYNCH. I think the answer is~
smlthtatitesucnrtofr
Isimply,tis, thoroatiihesbontractort for
isacsacoporation
andosloges
thati cor
poration employ lhoggers, ther
soilsecno
qeto
st
h astesca-eu
rity tax. The corporation pays and the
Individual pays insofar as social security
Is concerned. When the gentleman said
asubcnrcoIasmdhmetan
contratoreIassumdnheymantda
Individual. If the individual to whom he
refers does all the work himself, then he
ordinarily would be considered In the capacity of an employee of whoever It wa's
that engaged him. If. on the other hand,
the subcontractor has money invested
an br
r ol
n
qimn
o
in truth and In fact It might be said
in your own mind that he Is the real employer. then he is an employer insofar as
he pays, say 1 percent social security as
an employer and 1 percent Is deducted
from the wages of his employees. If he
is an Individual, then he himself under
this bill may be Included as one who Is
self-employed and pays 11/2 percent, approximately, for his social-security Insurance. Does that answer the gentleman's question?
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.dr. MURRAY of Wisconsin. Let us
get It straight now. The gentleman Is a
corporation and I am going to cut some
pulpwood for him. I have three fellows
working for me. Is it the gentleman's
responsibility to see that they have their
consideration, or Is it mine?
Mr. LYNCH. It all depends upon the
facts Involved. If you are one who has
money involved In that business and If
you In turn have equipmernt, and If You
supply the equipment to these three
workingmen that you haveMr. MURRAY of Wisconsin. Axes.
for Instance.
Mr. LYNCH. Axes, and all the other
equipment that might come with doing
contract work, then under those circum
stances you would be looked upon as the
employer. There is no question about
that whatsoever, if you In turn are tile
one who, as I say, has the capital Invest
ment, who has the equipment and sup
plies and those other necessary things..
Mr. MURRAY of Wisconsin. Mr.
Chairman, I would not want to leave the
Impression that I am opposed to social
security.
Mr. DOUGHTON. I understand that.
Mr. MURRAY of Wisconsin.
Before
I became a Member of Congress even
when I had only one fellow working for
me. I always saw to it that he got his
social security.
Mr. DOUGHTON. He was working
for you or he was working with you?
Mr. MURRAY of Wisconsin. He was
working for me.
Mr. DOUGHTON. When I work on
the farm, when I work in my office, or
when I work anywhere, and somebody
else works we work together. I always
feel that he is working with me and not
for me.
Mr. MURRAY of Wisconsin. I paid
my share of social security so he could
build up his social security standing.
d How about the farmers, then? They
donot come under it at all?
Mr. DOUGHTON. Whenever a ma
jority of them signify their desire to
be covered, I think it would he appropri
ate to cover them. So far we have had
no evidence that a majority of thenm
have such a desire. There is little Inter
eto
nhsamaogtefr
r
gaiztiornthsiabou it.
gte
am r
Mr. CatonaoPER Mr. Carawl
M.COE.
r.himnwl
the gentleman.yIeld?
o h gn
tlemnan from Tennessee.
Mr. COOPER. May I Invite the at..
tention of the gentleman from Wisconsin
to pages 86 and 87 of the committee re
port, which gives some specific examples
on the very question about which the
gentleman Is inquiring.
Mr. DOUGHTON. I tl~ank the gentle
man from Wisconsin for inquiring and
I thank my colleague, the gentleman
from New York [Mr. LYNCH], and my
colleague, the gentleman from North
Carolina [Mr. COOPRa], for their con
tributions.
Mr. CHURCH. Mr. Chairman, will
the gentleman yield?
Mr. DOUGHTON.
I yield to the
gentleman from Illinois.
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Mr. CHURCH. On this question of
employees, I feel that I should rely on
the chairman's statement that in the
last analysis it Is the department's regulations that will make the definitions
that will affect the situation as to who
is the employee,
Mr. DOUGHTON.
Within certain
definite limitations,
Mr. CHURCH. The gentleman said It
would be left to the department.
Mr. DOUGHTON. Yes.
Mr. CHURCH. In view of the statement of the gentleman from Tennessee,
I think It Is clear that it would be left
to the department. However, If the department does not settle that question
In Its regulations, and then 5, 10. or 15
years from now It changes its definition
or changes its regulations, what kind
of chaos will you have then? How
much does this little logroller and these
other people have by way of uncertainty
as to back wages, back claims, and such,
keeping In mind that it is the department that makes the definition and it is
the department that next year and the
next will change Its mind?
Mr. DOUGHTON. The gentleman has
raised a very pertinent question. Does
he have a definition which he can give
tthHosask
Mr. CHURCH. If I did, I could not get
It Into this bill because I would have no
opportunity to offer it as an amendment.
Yes, I think your committee should have
defined the word "employee" In every Instance as it is affected in this bill.
Mr. DOUGHTON. This bill has to go
to the other body. We do not claim It Is
perfect. The gentleman will have an
opportunity to make his case over there,
No doubt they will have extensive hearIngs on this subject as we had. I am
sure every provision of the bill will be
gone over carefully,
Mr. CHURCH. Does the gentleman
want the other body to do our thinking
for us?
Mr. DOUGHTON. No, no, that is not
the situation at all. If the gentleman
wants to appeal his case, why there is
another court to which he can take his
appeal.
Mr. LYNCH. In answer to the gentleman I might say that when the departmeat makes regulations, it must make
regulations within the confines of the
definitions set forth In this bill. When
the gentleman says that he did not have
an opportunity to offer a substitute for
what we have In the bill, rImust point out,
Mr. Chairman, that we have had more
than 6 months of public hearings. Every
Member of Congress had an opportunity
to come In and express their own opinIon, or give any kind of a definition that
they wanted to give. Nobody has done
so. The committee has worked out this
definition to a certain extent in accord.
ance with the Interpretation of the Supreme Court. This is a definition that
the committee has given and within this
definition and no other can the department make any regulations.
Mr. DOUGHTON. Has the gentleman
from Illinois [Mr. CHMucHl, read our

committee report? If he has, I think he
will find the Information he seeks In the
report.
Mr. CHURCH. I have tried to rush
through It. I understand that we may
have three more days' debate on this
measure, then I understand when we
have let the other body do our thinking
for us next year, we can undo what we
are doing now,
Mr. DOUGHTON. Well, another
Congress, of course, can undo what we
are doing nnw- The gentleman knows
that this Congress cannot bind the next
Congress. We cannot tell what the
next administration will do. Of course
we cannot tell that,
Mr. LYNCH. Mr. Chairman, It is apparent that the gentleman has not done
any thinking on this bill up to the
present time. Now, if he has not done
any thinking up to the present time on
this bill, or if he has not read this report,
It would seem to me when he states that
he has not had an opportunity to present
his views, that is not in accord with the
actual situation,
Mr. DAVENPORT. Mr. Chairman,
will the gentleman yield?
Mr. DOUGHTON. I yield.
Mr. DAVENPORT. I would like to
this question, because I have been
asked It so many times back home. We
have thousands and thousands of Insurance agents in Pittsburgh and outside
salesmen engaged in the wholesale trade.
How does this bill affect them?
Mr. DOUGHTON. I yield to the
gentleman from Arkansas [Mr. MILLSI,
He Is a lawyer and he knows more about
the legal technicalities of the bill than I
do.teanhsdoehevrbstwk
Mr. MILLS. It Is quite diffcult, as the
distinguished chairman of our committee knows, to answer a question such as
the gentleman from Pennsylvania puts
with a straight yes or no. The definition
of the term "emplokvee" will take In under social security as employees some
500,000 or 750,000 people who would not
be employees under the strict technical
terms of a common-law definition. It is
the purpose of the committee, as I understand. to take in these outside salesmen
for wholesale companies on a commission basis as employees and to take In
these life-insurance salesmen that he has
referred to on the basis of being employees. To say that everyone In that
occupation in Pittsburgh would come in
as an employee, no one could do. It will
depend largely upon the actual facts of
the relationship, rather than the technical, legal definition of the common-law
rule.
For the Information of the gentleman
from Pennsylvania, I suggest that he
read particularly pages 81 and 82 of the
report.
Mr. DOUGHTON. r thank the
gentleman from Arkansas [Mr. MnLs].
The CHAIRMAN. The gentleman
from North Carolina [Mr. DonouroR]j
has consumed I hour,
Mr. COOPER. Mr. Chairman, I ask
unanimous consent that the gentleman
be allowed to continue.
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The CHAIRMAN. Without objection,
It Is so ordered.
There was no objection.
Mr. ROGERS of Florida. Mr. Chair
man, will the gentleman yield?
Mr. DOUGHTON. I yield.
Mr. ROGERS of Florida. I would like
to know the Interpretation of the com.
mittee with reference to bringing selfemployed individuals under the provi
sions of this bill. I understand that they
must pay up to $3,600.
-Mr. DOUGHTON. Thatt is taxable
self-employment income base. Any
thing above $3,600 is not taxed. All up
to that would be subject to tax, if he
comes under the provisions of the act.
He must have a certain income, at least
$400 a year, before he Is covered.
Mr. ROGERS of Florida. Suppose an
Individual makes $10,000 and does not
want to come in. Has he any right to
elect?
Mr. DOUGHTON. No. He has no
discretion. He ought to be willing to pay
the small amount he has to pay for the
support of the fund In order to be eligi
ble for benefits.
M.RGR
fFoia
a hr
Mr. ROGdeRSe ofa lorida. Was
thepre
o
tany evidenctof
aom
udesreo thes pact? o
M
OGTN
esr
Mr. CUhairm n, haeYesc
sribdvr
briel theirmajorI haccomplshmient ofeth
bifytemjracmlsmnso
h
Present social-security law as to old-age
and survivors Insurance and public as
sistance. Correspondingly, I have set
forth the improvements which the bill
would accomplish. Our committee has
worked long and diligently on this matPossible. What we have done will not
satisfy everybody-some will want more
and some will want less-but we do feel
that we have set before you a well-con
sidered, financially sound plan which will
be of great benefit to the country. We
do not claim that we have reached ulti
mate perfection In social-security sys
tents, but we do claim that we have apProached the subject as fairly and prac
tically as humanly Possible at this time.
Social security is a matter which will
always require continuous study and imProvement; but If this measure is en
acted into law, the United States will
have a social-security system of ivhich
It can well be proud and which will be of
lasting benefit to the stability and pros
perity and well-being of the Nation.
The CHAIRMAN. The gentleman
from North Carolina has consumed
1 hour and 2 minutes.
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That amendment supported the Treas
sore spots in this bill. He got no conclu. ury of the United States in its viewpoint.
sive answer. The answers that he got But the Social Security Board was never
show conclusively that nobody knows satisfied; that group will never be satis
who is an employer as defined In this bill. fled until they bring everybody under
A year or two ag3 there developed a their control, and that Is what the Social
severe conflict between the Social Secu- Security Board was trying to do then just
rity Board and the Treasury over this simply by its own edict, to bring people
matter of who is an employee and who Is under the law when the Treasury said
not. The Social Security Board felt that they had no right to be there. The GearIt had the right to determine who should hart amendment was worded very simply
draw benefits, regardless of whether or but It was suffcient. It clarified what
not the employer of that Individual felt we call the common law. Some principles
that that person should draw benefits, of law are so old and have been recog
In other words, under the law, two par- nized by the courts so long they become
ties, the employer and the employee, must as Immutable as the law of the Medes
agree, that there is the relationship of and the Persians of the Bible. The laW
employer and employee existing between of master and servant is so well recog
them. They must agree, and then one nized as to be known as the common law.
pays 1 percent of his wages into the What Is the common law in these
social-security fund and the other pays 1 social-security matters? The common
percent. No money should be paid Into law Isthat the relationship of master and
the United States Treasury nor out of the servant must be established, the relation
United States Treasury on this program ship of employer and employee. How do
to anybody unless the relationship of you establish or prove the relationship
employer and employee has been estab- of employer and employee? You estab
lished. But the Social Security Board lish It by some kind of contract, either
paid money to thousands of people whom express or implied. If I walk into a store
the Treasury held had no right to receive and buy a suit of clothes and take it home
that money and that the Board had no without asking the price I am presumed
right to order that money paid. Many to be willing to pay the price, Impliedly.
so-called employees drew benefits upon If the clerk and I agree on a price then
whose so-called employment nobody had I pay that agreed price. If I have a
paid any tax. So out of that great con- dentist do some work for me and do not
flict between them came this bill. Those ask him how much his work will cost,
were the people that Mr. Truman re- then Impliedly I have agreed to pay the
ferred to in his campaign when he said price he asks, and that Is a contract.
we, the Republicans, had taken off the There has to be an arrangement of some
pay vroll to the extent of 750,000. The kind. It is the same with a man who
750,000 persons had been put on illegally, wants to pick the other fellow's beans,
by the Social Security Board. The tomatoes, or whatever it Is; there the
Treasury, In effect, said so. The Treas- same principle applies. If a difference
ury was then as it is now a Democratic arises between the buyer and the seller
Treasury. Of course the Social Security over the contract, then the judge decides;
Administration was thoroughly Demo- if a difference arises between the mer
cratic. However, the Social Security chant and me over the price of a suit of
Board refused to heed the warning of the clothes or between the dentist and me
Treasury and went right ahead any- over the Price of the work he did for me,
then the Judge and the jury hear It and
way-spent the money illegally,
In the Ways and Means Committee decide what the facts are. So, of course,
and In the legal profession throughout somebody must decide these matters.
the country there arose great concern Let us see how this bill proposes to decide
overtheacton
o th Soial ecuity who Is an employee. Turn to page 48 of
it takes,todfnth
Board arbitrarily ordering money to be tiblladse howwords
many
paid to these men who had no legal right hwmn
od ttks
odfn h
to receive It. From this arbitrary and word "employee." It states:
Employee:
Illegal action of the Social Security
(k) The term "employee, means-
Board and the resentment that the peo(1) Any oflicer of a corporationpIe felt about It, the Gearhart amendThat language was put In that bill, of
ment was prepared. It passed the Ways
and Means Committee and In due time course, so that there might be no mis.
this amendment was passed by the Con- understanding as to the status of an
TON] and has touched upon one of the

Mfr. jJVNKINS. Mr. Chairman, I yield
myself such time as I may require,
I ask unanimous conisent to revise and
extend the remarks that I make at this
time. Mr. Chairman,
The CHAIRMAN. Without objection,
It Is so ordered.
There was no objection.
Mr. JENKINS. Mr. Chairman, I shall
further develop the discussion between
Mr. DouGHToN and Mr. MURRAY Of WiSconsin. The distinguished gentleman
from Wisconsin [Mr. MuRIUy] has Just
propounded a very profound question to
my distinguished chairman [Mr. DOUGH-

gress of the United States. This was all
done to prevent the bureaucratic and
unlawful activity of the Social Security
Board. The present law referring to this
matter and Including the Gearhart
amendment Is as follows:
(1) Employee: The term "employee"' Includes an officer of a corporation, but such
term does not Include (1) any, individual
who, under the usual common-law rules
applicable In determining the employer-emof an Inployee relationship,
contractorhasof the
(2) status
sany individual
dependent
(except an officer of a corporation) who Is
not on employee under such common-law
rules,

offcer of a corporation; otherwise he
might not be considered to be an em
ployee eligible to come under the Social
Security System even though he would
be drawing a salary. Then It goes onr
(2) Any Individual who, under the usual
common-law rules applicable in determin
ing the employer-employee relationship, has
the status of an employee.
That would have been enough had the
hr.Btti
dfnto
ih
dfnto tpe
tpe
ih
hr.Btti
Social Security Board was not satisfied
with the courts; it wants to decide every
thing. let us see how much space it
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takes in this bill before us to define this
one word "employee." It starts on page
48. It continues throughout the entire
of page 50, and most
page 4,truhall
dsgaeawoeltHere
49,ae1Throug
of pagep a1.Temlyedesignate aowhoe lote

Included when you do not want to be Included. Let us consider category (F).
(F) Lack of investment by the individual
in facilities for work,
The poor man who has no money can-
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mined by the combined effect of (A) con
trol over the Individual, (B) permanency
of the relationship, (C) regularity and
frequency of performance of the service.
is the Joker that could bring them
all in as employees.

Integration of the Individual's work In the
at all. If he has
not get into that status
in; otherwise, probably
they keep them ecuityBoad
money invested; if he can put In some business to which he renders service.
wuldnot
eventheSocal
moeheIinld.
have the conscience to put them In as it
And category (G).Ama'sevcmybehltoeoe
had done before. But they are included
an Integral part of, his services may mesh
(Q) Lack of opportunities of the individIn the law by the language of this bill.
to or affect in
and contribute
in with
is 5ulfrpoftoos
Then we go over on page5 an ths ae
direct or indirect manner
remote
prfitor lsssome
al nd
fr hi
these people,
all
of
labor
Mr. Chairman, it seems to me th'.t in the combined
where the gentleman from Wisconsin
and
Interpretation
administrative
an
and
InPossible
every
include
to
effort
this
at
in
comes
he
if
in
comes
[Mr. MuRRAY]
cer
employee,
an
him
make
will
finding
subthe
confused
so
have
they
dividual
any
are
there
that
all. I do not know
ject that it will be difficult for any man tainly so, when a bureaucrat bent on
two lawyers on the committee or any
him
place else who can agree on what this being subject to these provisions to tell making him such would construe
whether he is included or excluded. I am to occupy the relationship of an em
language on page 51 means, This is the
sure that any lawyer reading this at- ployee.
language to which I refer:
Mr. JENKINS. That Is true. I will
tempted definition of an employee would
The term "employee" meansthe gentleman a question. He has
ask
were
he
if
despair
in
hands
his
up
throw
employee
an
is
not
who
Individual
Any
(4)
a Judge and everybody knows he
been
whether
to
as
opinion
an
render
to
asked
this
of
(3)
or
(2),
(1),
paragraph
under
man.
subsection but who, In the performance of a certain Individual was an employee. is a learned
wllpthsqeto.Ltusb
service for any person for remuneration, has,Thswrydfntoistocfung
hsqusio.Ltsb
weious.
los
with respect to such service, the status of Thes small-businessimn wIllbea aoofuig
eru.
an employee, as determined by the combined Thsml-uiesanwlbetalos
This section says "as determined by
to know what to do.
effect of (A) control over the Individual, (B)
Mr. CURTIS. Mr. Chairman, will the the combined effect of" seven different
permanency of the relationship, (C) regutests. Then, how would You determine
larity and frequency of performance of the gentleman yield?
Mr. JENKINS. I yield to the gentle- how much weight You would give to each
service, (D) integration of the individual's
test; would you divide 100 percent by 7
work In the business to which hie renders man from Nebraska.
and give to each test 14 percent?
Mr. CURTIS. Referring to the lanservice, (E) lack of skill required of the in
Mr. JENNINGS. All these provisions
guage that the gentleman just read, pardividual, (F) lack of investment by the Inbemeaatofhehladayoe
dividual In facilities for work, and (0) lack tiurltoln8onpg51itsy"a
of these elements, in my. opinion, leaves
rftdetermined." As determined by whom?
of loppruiiesfteiniiulfo
Mr. JENKINS. The gentleman asks a the door open for Federal agency con
very pertinent question. I answer him struction and for bureaucratic interpre
This language Is most confusing. The
tation, and then the citizen who never
committee recognizing this fact sought by asking him "determined by whom? "
Mr. CURTIS. As determined by the intended to enter the relationship of an
to clarify the language by inserting in Its
Social Security Administrator and the employer finds himself Years later held
report filed with this bill a number of
to be such. In other words, here is a
Treasury?
hypothetical illustrations to show what
circus tent and this is the entrance. You
Mr. JENKINS. Certainly so.
would be required in order for a person
Mr. CURTIS. Lawyers could not look get the camel's head under the tent, and
to be entitled to be considered to be an
at that and advise a client. The people then the whole animal is under the tent
",employee."
by interpretation, fact findings, and de
Let us look further as to what that we are dealing with here are employees
crees by some appointed Federal bureau
employees.
not
or
language means,
crat.
Mr. JENKINS. The gentleman Is ex(4) Any individual who is not an employee
Mr. JENKINS. Let me ask another
actly right.
under paragraph (1), (2), or (3).
has been
Mr. CURTIS. There is nothing In question. Suppose Your client
ee hatis going to happen to
Letus
ihn there to prevent the Treasury from put through this searching test and he
LetIniius se l that dosntcm
coming in years afterward and saying has failed to qualify on about one-third
paanyrindividua that does nocmewihi
of these and he is aggrieved by the findthat by this hocus-pocus of (A), (B),
prgah()(2,o(3.Under paraegigt
hti
ftebad
n
l oei.Te
D ad()te
()
graph (4) they seek to include any peroigt
,htish
abou it?
gdof
to
wan.The
vale orhay effectotey
put D)any
sons who cannot come under paragraph
Mr. JENNtiNG.Htantfetvl
setons and f cmteyu winth the
those
ouny
(1), (2), or (3). They are going to take
answer that these people are employees do anything. Ordinarily when you gct
oopi
allysuc peronsom inwihunder( fell s
r and therefore You owe 5, 6, or 10 years' caught by one of these agencies and it
()
thyd ntcmeiner()
and you un
finds the facts against you, in
taxes.
the courtsdertake to relieve yourself
Mr. JENKINS. Yes. This confusion
This Is what the bill says In paragraph
with three
court
the
enter
you
land,
the
of
be
must
matter
This
obtain.
not
should
(4):
on You, because if there is any
But who, in the performance of service for clarified. This confusion comes up be- strikes
at all to sustain the finding of
any person for remuneration, has, with re- cause of the disposition of the Social evidence
the agency on the evidence, the court
spect to such service, the status of an em- Security Board to overstep its Jurisdicwill not pay any attention to You on the
tion last year.
ployee.
facts. The findings of the agency are
will
Chairman,
Mr.
JENNINGS.
Mr.
the
is
what
determine
you
How can
binding on the aggrieved citizen and con
yield?
gentleman
the
in
as
meaning of status of an employee
clusive on the court.
Mr. JENKINS. I yield to the gentlethat paragraph? It is very confusing.
Mr. JENKINS. I doubt very much
man from Tennessee.
And again let us read further in parawhether you could get into any court.
Mr. JENNINGS. Here is the manner
graph (4):
Mr. JENNINGS. You might get into
As determined by the combined effect of in which a governmental agency might
very well construe this language under court, but you could get no relief.
(A) control over the individual. (B) permaMr. JENKINS. You might have to
nency of the relationship, (C) regularity and subparagraph (4) page 51:
Any Individual may be held to be an show fraud or some other legal reason.
frequency of performance of the service, (D)
Mr. CURTIS. Mr. Chairman, if the
in the employee, although he is not such unintegration of the individual's work
business to which he renders service,()
gentleman will yield further, I would like
der paragraph (1), (2), or (3) of this
lack of skill required of the individual. ()
subsection but who, In the Performance to ask the learned jurist from Tennessee
a question that I propounded in the comIn other words, if You are not skillful of service for any person for remuneraMittee, and I was unable to get any en
you cannot be an employee any place, but tion, has, with respect to such service,
lighternment on, referring to section (b)
if you are too skillful you are liable to be the status of an employee, as deter-
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line 10, permanency of the relationship.
If an Individual Is in truth and In fact an
employee or no~t an employee, how can
permanency of the relationship change
it one way or the other?
Mr. JENNINGS. I do not think It
would make any difference, but no man
can assure himself that there exists a
yardstick or any criteria or any certainty
about the Interpretation of any law of
Congress, because a member of the present Supreme court said that because the
Congress In an act or in a law It passes
uses clear and unambiguous language, it
by no means follows that in the interpre..
tation of such an act, is a simple matter;
that for the Court to so hold, he said,
would be "oversimplification."
Mr. JENKINS. Yes.
Mr. JENNINGS. In other words, the
construction of an act never gets simple.
Mr. JENKINS It is too good,
Mr. JEN1'INGS. You never know
what the Court will hold from past
decisions,
Mr. CURTIS. Is it the gentleman's
understanding of this paragraph 4 that
the Treasury and the Social Security
Administrator will say that you are an
employee or you are not one? Is that
what it boils itself down to?
Mr. JENKINS. That is the way it
seems to me. I do not see how you could
ever get otut of it. Anyway you proceed
you will become entangled in it and I do
not bee how you can get out of It.
Mr. CURTIS. In one of the preceding
paragraphs, suppose there is a relationship between the parties and one is not
the employee of the other, but they write
a contract that Is contrary to the facts
that recite that they are employees;
what about that contract?
Mr. JENKINS. Well. I think in the
discussion In the committee, did we not
decide that he would be considered an
employer under those circumstances?
Mr. CURTIS. Yes.
Mr. JENKINS. I think regardless of
what the facts were, they would hold
him in anyway.
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. JENKINS. I yield to the gentleman from Arkansas.
Mr. MILLS. In response to the suggestion of the gentleman from Tennessee
that there would be no recourse on the
part of any employer or employee regarding the interpretation Placed upon
this language by the Treasury Department, I am sure my friend from Ohio
would not want the record to suggest
that the man would have no right of
appeal to any court at all.
Mr. JENKINS. I do not know. I am
just asking the gentleman whether he
has.
Mr. MILLS. The gentleman from
Ohio knows that this is a matter involving the payment of a tax, and that the
taxpayer, the employer, has the right to
go to court any time he Is not satisfied
with the interpretation by the Treasury
Department Of what the law Is as applied
to the facts.
Mr. JENKINS. The gentleman is
wrong about that.

Mfr. M1LLS. The gentleman from
Ohio knows that the gentleman from
Arkansas Is right, because 20 Percent of
the cases in Federal court today involve
Interpretations of the tax law, and that
is what is involvel here.
Mr. JENKINS. Let us get our minds
together now. This is the proposition
that I think the gentleman has in mind,
Of course, any taxpayer, If the tax authorities are not administering the law
properly, and it Involves an amount of
money to be collected or it Involves the
question of whether or not the Item the
Government is seeking to hold him for Is
taxable, and he maintains it Is not, or It
is a matter of a credit or an offset, or
things like that, then he can get into
court. But this is not that kind of a
matter. This Is a matter that is fixed
by the law. The law assumes to give a
man a fixed status. If the law says he is
an emr,,oyer then he can do nothing
about that. Somebody has the final
authority to say who Is an employee,
He Is an employee when that somebody
says he Is or he is an employer when that
somebody says he Is. They have already
said It, and the law then says that that
employee has to pay his 1 percent and
that employer has to pay his 1 percent.
That Is all there Is to It,
Now, who decides it? I will tell you
who Is going to decide it under this law.
The law goes around and around, about
four pages. trying to say who is an
employer. It finally says It shall be the
Social Security Board that shall determine It. There it is. You have to take
it or leave it.
While I am talking about that, If we
had had a chance to amend this bill
that would have been one of the things
we would have changed. We would not
have passed that on to the Senate of the
United States to change It, because that
Is a matter that belongs to us. It ought
not to be easy for us to say that we will
pass It on to the other body and let them
take care of it. It is our responsibility
under the Constitution. and we have
frittered it away. We have a right to
say who shall pay taxes, and we have
frittered it away. We have given It to
the Social Security Board to say who
shall pay taxes. When that Board says
that a certain man is an employer the
tax authorities will hold him to pay the
tax.
Mr. MILLS. Let us look at the record.
Mr. JENKINS. I am satisfied with
the record, as far as I am concerned,
Mr. MILLS. The gentleman keeps
referring to the Social Security Administrator in connection with this question.
This Is a matter within the province of
the Treasury Department, because It Involves a question of tax collection.
Let me ask the gentleman this question: If it was possible for the silk people to get into the Supreme Court, Bartels and the rest of them, how does he
think this language will prevent any
taxpayer who does not agree with the
interpretation of the Treasury regarding
that language from getting into Federal
court over the question of the payment
of social-security taxes? The gentle-

man knows they will be permitted to get
into court.
Mr. JENKINS. That Is exactly the
reason this has been put in this bill, so
they can fix the responsibility, and they
will fix it.
Mr. MILLS. The gentleman knows
that you cannot keep a man from going
to court In connection with a tax.
Mr. CURTIS. Mr. Chairman, will the
gentleman yield?
Mr. JENKINS. I yield to the gentle
man from Nebraska.
Mr. CURTIS. The people who will be
kicked around under this provision are
the little folks who cannot go to the
Supreme Court of the United States.
Mr. JENKINS. Of course.
Mr. FORD. Mr. Chairman, will the
gentleman yield?
Mr. JENKINS. I yield to the gentle
man from Michigan.
Mr. FORD. I think it is correct to
say that there is opportunity for a per
son who is accused of not paying, the
tax to either pay the tax and sue to
collect It or contest it In the first in
stance. If my recollection is correct,
there are two possibilities, one before
the Tax Court, and the other in the
United States district court.
Mr. MILLS. That is right In the case
of Income and estate and gift taxes.
Controversies over employment taxes are
not within the scope of jurisdiction of
the tax courts, however.
Mr. FORD. The problem, however, is
that you have a small-business man who
comes to you as a lawyer and asks for
an Interpretation, "Are my employees
covered? If they are, I have to pay the
tax. If they are not covered, I do not
have to pay the tax." You as a lawyer
have the responsibility of making a de
cision based on provisions in the law.
It was a most difficult job to advise any
one with any degree of certainty. You
will find, if you check the reports of the
Tax Court and of the various district
courts, that there are a number of cases
based on a multitude of fact situations,
and you cannot pick out any line of de
cisions on a specific decision that will
be of material help to a practicing lawyer
or to the businessman. Until the Gearhart resolution it was virtually impos
sible to determine whether certain em
ployees were covered.
Mr. MILLS. The gentleman from
Michigan has put his finger on a very
important thing. It has been difficult In
the past, without any definition whatso
ever of the term "employee" except the
resolution we passed in the Eightieth
Congress, for a lawyer to advise an em
ployer whether this man Is an employee
or not, because it Is a factual situation.
The gentleman knows that a commonlaw rule as applied in the Federal courts
In the State of Michigan may differ con
siderably from the common-law rule as
applied in the Federal courts of the
State of Arkansas. There is a consider
able difference among Federal courts.'
The purpose of the committee here was.
for the purpose of tax collections, to lay
down a definable standard which applied
across the board In all States.
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Mr. FORD. May I ask the gentleman
one more question?
Mr. JENKINS. I yield.
Mr. FORD. I happen to have had
some personal experience as an attorney
with the law prior to the change made
In 1948. Before 1948 the law was a maze.
The changes made in 1948 aided all concerned. Is this definition in H. I . 6000
materially different from the act as It
was prior to the Gearhart amendment?
I.
Mr. J-N'KINS. Certainly" "entirely different, because there was no spoken
word about it. We just relied upon the
matter, of the contractual relationship
of master and servant. Then the Department of Public Welfare went on, as I
told you before, to take the law In its
own hands, and finally we passed the
Gearhart amendment which clarified
the situation. But we did not clarify it
to suit them, because we took the power
away from them. Now they want us to
give it back and reassert that power.
Did I answer the gentleman?

ment and to supplant the common-law
rule that had previously obtained,
Mr. MILLS. Will the gentleman
yield?
Mr. JENKINS. I yield.
Mr. MILLS. My good friend the gentleman from Tennessee [Mr. JENNINGS],
for whom we all have great respect, as a
lawyer and former judge, knows that
these very factors mentioned here all
appear in the restatement of agency as
the factors which dee+ine agency to
exist,
Mr. JENNINGS. Mr. Chairman, may
I ask the gentleman this question?
Mr. JENKINS. I yield,
Mr. JENNINGS. Does anybody know
who the author of this bill is, or Is It a
composite product of a number of minds
residing In different craniums, none of
which are identified and none of whom
can we put our finger on, unless somebody just comes up and makes a full
disclosure as to who is the author of
this measure?

Mr. MILLS. There was no definition,

body wants to claim that honor,
Mr. JENNINGS. Can anybody know
and can anyone forecast what the decision of the present Court of last resort
would be on any given set of facts? I do
n
htCuto
oasi
ntma
n
htCuto
ntma
oasi
other court, but if I were going to, I
would just adopt the language of the
members of the Court with respect to
one another. Mr. Justice Roberts said,
not so long ago, with respect to a decision which overturned a line of precedents, which had been the law of the
land for some 75 years:
The decisions of this Court have now become like a limited railroad ticket-good for
day and this train only.
No lawyer, with respect to the Interpretation of a Federal statute, could,
with any degree of security, advise his
client what would happen to him under
this new' law. We are writing a new law,
Nobody knows what the actual authors of
this bill had in view, except I am inclined
to suspect that their purpose is to make
this all-embracive measure cover everybody who works for anybody.
Mr. JENKINS. Perhaps I can help
you a little in that respect. I think the
majority report goes to great length to
cite some illustrations or instances that
would be outside of this definition. In
other words, they recognized fully that
this definition did not mean anything
without some collateral explanations,
Their report is full of instances showing
who they think would be in and who
would be outside the purview of these
definitions on pages 44 to 51 of the bill
H. R. 6000.
Mr. SIMPSON of Pennsylvania. Mr.
Chairman, will the gentleman Yield?
Mr. JENKINS. I yield.
Mr. SIMPSON of Pennsylvania. Is
there any assurance under this bill H. R.
6000 that a man will be held by the Social Security Board and by the Treasury
Department as being an employee?
Might he not find himself as a person
employed under one department and not
under the other?

Mr. FORD. In part.

as the gentleman from Ohio pointed out,

until the Gearhart resolution. All we
had to go upon were these multiple cases
In the courts and finally a few cases In
the Supreme Court. The Silk case was
decided, which based the question of employment on economic reality. The
Congress rightly decided that we did not
want any such indefiniteness in any law
relating to taxation, so we passed the
Gearhart resolution. This bill does not
undoandresoretha inerpetaionof
undo andprestoure tha Itherpefettattion
mther
Supem Coaurt tof tempeffe thateths
entirely upon economic reality. It is
more restrictive than the decision In that
cs.this
case.benefits
Mr. JENKINS. The very purpose of
this program was to nullify the Gearhart
amendment.
Mr. MILLS. Yes.
Mr. JENKINS. That was preached In
the last campaign all over the Nation.
That is what beat Mr. Gearhart. That
Is how the President of the United States
beat Mr. Gearhart, by going out over the
country and talking about his resolution,
And with all the power that the President had over a poor Congressman, poor
Mr. Gearhart went down. That is what
happened. If his constituents had appreciated the great service he had done,
they should have rallied to his support,
Mr. MILLS. My point is that by undoing the Gearhart resolution we did not
go back as far as the Supreme Court
went in Its dicta in the Silk case,
Mr. JENKINS. No; that Is the trouble,
You do not go back at all. You go forward; You go forward and claim terrntory which You are not entitled to.
Mr. MILLS. We do not go as far as
we should.
Mr. FORD. If I may ask one more
question, Is this provision in the bill a,
modification of the administrative rulings or the Treasury's ruling plus an ex.
pansion of the coverage?
Mr. JENKINS. I hardly know how to
answer the gentleman. These provisions
-sought to nullify the Gearhart amend-

Mr. JENKINS.

I do not think any-
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Mr. JENKINS. Yes. I think we would
have some illustrations where a man
would have trouble determining whether
he is an employee of somebody or wheth
er he Is employed by himself.
Mr. SIMPSON of Pennsylvania. Sev
eral thousand people have been held by
the Social Security Board to be emPloyees and the Treasury Department
held they were not.
Mr. JENKINS. Yes. That is a pro
found 4nd distressing fact. I am afraid
that those who have attempted to wreck
the Gearhart amendment have set up a
legislative device that may yet prove very
troublesome to them.
Mr. MACK of Washington. Mr,
Chairman, will the gentleman yield?
M'~. JENKINS. I yield.
Mr. MACK of Washington. I want to
ask the gentleman concerning the ex
clusion of newspaper publishers from
the benefits of this act. Page 54, line 19.
reads:
There shall be excluded income derived

from a trade

or business of publishing a

newspaper or other publication having a paid
circulation, together with the Income de
rived from other activities conducted In con.
nection with such trade or business.
There are about 20,000 or 25,000 week
tts
nteUie
ynwppr
tts
nteUie
Ynwppr
They are published by small publishers.
Nearly all of those businesses are not In
corporated businesses. They are oper
ated as partnerships or private busi
nesses. Under this act these publishers
will be entirely excluded from the bene
fits of this act, although the baker, the
butcher, the laundryman will get these
benefits. I am going to be asked when I
go home why we were excluded and
Marked out as a class not to enjoy the
of this legislation.
Mr. JENKINS. I cannot answer that,
and that is Just another .nstance where,
If we had an opportunity to discuss this
bill and offer amendments, the gentle.
man could have presented his claim and
probably made out a good case, But
this gag rule has prevented him from
doing anything but point out thils glarIng Inconsistency.
Mr. MACK of Washington. I am the
Publisher of a daily newspaper. I own
99 percent of the stock. It is an incorPorated business. I am covered by so
cial security. These little weekly newsPaper publishers, oftentimes operated by
a man and his wife, would be excluded
from the benefits of this act, which I
enjoy; and that is not right.
Mr. JENKINS. The gentleman Is cor
rect.
Mr. HARRIS. Mr. Chairman, will the
gentleman yield?
Mr. JENKINS. I yield.
Mr. HARRIS. Speaking again to the
definition of "employer,"' the gentleman
referred to the fact that there was a
difference of opinion as to the interpre
tation that might be placed on the defi
nition as included in the bill in two dif
ferent places. The gentleman also re
ferred to the fact that the committee
did not themselves perhaps know what
the proper definition was that might be
Placed on It and left it to some board,

1949

CONGRESSIONAL RECORD-HOUSE

and, consequently, had to give some examples in the committee report,
Mr. JENKINS. That is right,
Mr. HARRIS. Now, can the gentleman tell the House-incidentally, those
Involved in various types of businesses,
as has been set out in these examples, in
the administration of the law would the
Board necessarily have to follow and act
In accordance with the definition In those
examples as set out here, with reference
to automobile dealers, contract loggers,
book-plant operators, and so forth, on
pages 86 and 87? There are several examnples outlined. In the administration
of them, even if there are differences of
interpretation of the definition, would
the Treasury Department, for social-security tax-collection purposes, agree and
administer the act In accordance with
those examples here?
Mr. JENKINS. I am one lawyer who
has maintained consistently that we
ought not in a congressional act leave any
Interpretation of the law to the report
of the committee. The report has no
binding force on any court. The courts
have at different times interpreted legislative action by the intention of the
legislature if there is something in the
report that shows what the intention
was. But the courts are not bound to
give any weight to a report of a conference committee. Neither will the Treasury be bound to follow the suggestions
of the committee as they may appear In
hypothetical cases set out in the report,
when the committee, as they do, cite
certain examples in their report. If I
were on the tax board I would not consider that these suggestions had any
binding control over me, because they
Just simply say that these are examples
of cases that might come up in the administration of this statute. I would
determine whether they were examples
of this statutory enactment myself and
I would follow the statutory amendment
and not follow something In the report.
That is why I say they are so indefinite
about the law, but the result is that when
a man reads it he will say to himself: I
do not come under this law but I come
under this illustration. This is a hodgepdeStttsohtntthaepoto b
clarified by examples given in a reot
they should be stated in the clear and
unambiguous language so clear as not to
need interpretation by illustration.
gnlMan yARIeld
furtheirmawllte
gnlmr.JnKIS
il
yirteld?
Mr. HANKINS. Th gienlemn.ead
allotHeRteStioy
Tevidentlymhe heard
th itese
ro heTeauyDepartthenwtneestifyron this provision. Did the
gentltemanfget thes
ipresision.frmwa
getheymaid that theyipeso
woudoaministe
ine saccodancet wthe these eadmpises set
out here In the report?
Mr. JENKINS. I do not know that
anyone from the Treasury came before
the committee and made any promises
as to how they would administer the
law. if one did come and made promises
I do not know how he could possibly bind
anyone else, and especially he could not
bind a future Treasury official. I rexcV--871

member that the Treasury offcers did
come up to the committee whenever they
thought the Social Security Board was
running away with that law; the Treasury did fine to come up and complain
about It. I have no complaint against
the action of the Treasury. I think the
Treasury officials know that I have held
up for them on many occasions, but I
do not want to ascribe to them the Powers
of a United States court.
But I now see on his feet a man whom
we hope Is soon to become a Federal
judge. I think when he gets on the
bench and looks back on the law that
we are about to enact, his reaction will
be amazement at how fearfully and
wonderfully laws are made. I refer to
my colleague, the gentleman from Pennsylvania [Mr. EBERHARTER].
Mr. EBERHARTER. I have learned a
great deal from listening to the gentleman from Ohio both in the committee
and on the floor dealing with these affairs, but is it not a fact that representatives of the Social Security Administration and the Treasury Department have
stated that they would have no difficulty
whatever with this definition and that
they both agreed it was the best that
could be gotten, the finest that had ever
been written into a statute of the United
States Insofar as the employer and employee relationship was concerned?
And also, I think the gentleman will
agree that we follow very largely the
definition as established by the Supreme
Couit of the United States in the Silk
and Greyvan cases. The common law is
different in practically every State. in
the Union. The Federal Government
and the courts generally follow the State
law; so. in the administration of the
Social Security Act pertaining to a population over the entire country, If you
follow the State statutes and the State
common law you would be treating people
In one State different from what you
would be treating them in another State;
therefore, you have to have a definition
In a Federal statute, and that Is what
we are trying to do. to have the legislation clarify the definition of the employer-employee relationship,
Mr. JENKINS. NO; there Is the difficulty. You have 5 or 6 pages of definitions In this bill and then you have 10 or
15 illustrations. Nobody can understand
it. When the gentleman from Pennsylvania takes his place on the Federal
bench he would not permit me or any
other lawyer to appear before him and
say when we wanted to exercise some
prerogative of the Court: "Judge, I can
do this thing as well as you can; give me
the authority and I will do it for YOU."
But that is what we are doing here. We,
the Congress of the United States, ae
passing this Power over to the Federal
bureaucrats. Why? Because they say
they are able to do It. I do not believe
the gentleman believes that. I do not
want to think that he believes it. I will
tell the gentleman I do not know what
it means; I will grant that, but now we
will turn to Judge EBERHARTm and see
what he thinks about it.
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Mr. EBERHARTER. Mr. Chairman.
will the gentleman yield for one more
comment?
Mr. JENKINS. I yield.
Mr. EBERHARTER. What we are doIng Is to take away from the bureaucrats
the right of interpretation; we are not
giving them the right of interpretation,
we are writing in the new statute a deft
nition of what an employee is. Here
tofore we have allowed the bureaucrats
to make the decision.
Mr. JENKINS. No. No, Judge.
Mr. EBERHARTER. Here we are
writing It clearly, in understandable
terms which the Court has already
passed upon, the Supreme Court of the
United States. So here we are taking
something away from the bureaucrats
and we are reasserting the power of Con
gress to define and state what an em
ployee relationship is.
Mr. JENKINS. Judge, I will have to
say something to you which I could not
say to you if you were on the bench and
I had a case before You. I think, Judge,
in regard to this matter you are almost so
wrong that it makes me think you are
purposefully wrong, because you are.
Mr. Chairman, how much time have I
donsumed?
The CHAIRMAN. The gentleman
from Ohio has consumed 39 minutes.
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. JENKINS. I yield to the gentle
man from Arkansas.
Mr. MILLS. I think It would be a
great help to the membership If the gen
tlemnan, as the ranking Republican mem
ber of our committee, now addressing
the committee, would discuss some of the
features of the bill which he does not like
and which might constitute a motion to
recommit to be offered by the gentleman
from Ohio.
Mr. JENKINS. The gentleman is pre
suming something I am not ready to as
sume. I do not know anything except
my own mind and I am not sure of that,
especially in connection with this maze
of Intricate inconsistencies.
Mr. JOHNSON. Mr. Chairman, will
the gentleman yield?
Mr. JENKINS. I yield to the gentle
man from California.
Mr. JOHNSON. Does the gentleman
think he can offer any definition that
would not be subject to all kinds of varia
tion? I am thinking about the fact that
In California, for instance, about 30 years
ago we Passed a workmen's compensa
tion act, written in very clear-cut, con
cise language, which defined "employer"
and "employee." Yet hundreds of cases
have gone to the Supreme Court inter
preting the different variations which
Would apply to all kinds of factual situa
tions. I do not get the point of the gen
tleman's argument. Does he believe he
could offer better language than they
have here or simpler language?
Mr. JENKINS. I know I could not
make it more complicated.
Mr. JOHNSON. Does not the gentle
man recognize there are many different
situations where employee and employer
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designations apply that you cannot get in under this, those who are covered. or
an all-embracing definition that is clear
those who are not covered, or both?
and simple?
Mr. JENKINS. It applies only to
Mr. JENKINS. No. When the State those who are already organized-that
assumes to pass a workmen's compensais, those who have a retirement organtion law that State can say what It wants izatlon-but if an uncovered group
to In the law. It can say what will concomes along and wants to organize, In
stitute an employee,
that case I think they could make an
Mr. JOHNSON. We said that in what application to come in, although I am
I thought was clear language; yet we not sure about that. If they organize as
have dozens of different categories that a private group without any connection
require interpretation,
whatever with the S~tate. county, or muMr. JENKINS. The gentleman does
nicipality, they might qualify. But it is
not think this language is clear; does he?
not likely that they would want to sepaMr. JOHNSON. No; It Is not clear;
rate themselves from the political subbut you have to have some definition of division which employed them.
employee. I do not want to argue with
Mr. DOLLIVER. Would a school disthe gentleman because he Is very learned trlct where the teachers were n9t IncludIn this particular field, but it does seem ed In any voluntary plan under the State
to me we have to be frank enough to rec- statute for retirement benefit automatiognize that you cannot get a clear-cut
cally come under this?
definition of every situation that will not
Mr. JENKINS. No; they would not
be subject to some twilight zones and automatically come in.
subject to interpretation and in the end
Mr. DOLLIVER. How would they
of things you have to resolve it to the come in?desadIndhrisowteeces
courts,
Mr JNKNS
A fr
s
a cnMr. JENKINS. In the first place, it
Mr. ENKNS.As
ar s Iam on-would depend on how they are organcerned, I am willing to depend on the Ized. If they organized with all their
courts which have been established by own funds, I do not know what would
the Constitution, instead of some bureauhappen; but if they are organized with
crat that has no powers that will permit State contributions or contributions from
him to make and enforce legal decisions, the county or school district or State
Mr. JOHNSON. I agree with the
authority, or if they come in undera
gentleman on that.
State law that gives them authority to0
Mr. DOLIJIVER. Mr. Chairman, will organize and the State contributes, then
the gentleman yield?
they could not come in unless there was
Mr. JENKINS. I yield to the gentle- a referendum and the two-thirds vote,
man from Iowa.
Mr. CURTIS. Mr. Chairman, will the
Mr. DOLLIVER. I want to direct the gentleman yield?
gentleman's attention to a different part
Mr. JENKINS. I yield to the gentleof the bill than he has been discussing, man from Nebraska.
namely coverage of State and local muMr. CURTIS. Here is the general
nicipal employees. Would the gentle- pattern for State and municipal emman explain Just how that group of employees. For the moment we will not
ployees may or may not come in under consider those that already have their
the provisions of this bill?
own plan. The Federal Government
Mr. JENKINS. I would be glad to try cannot tax a State or Its subdivisions;
It. That is rather complicated, too, consequently this Is an approach from
That is another provision that If we had the angle of a compact between the Fedour way about It we would have left Out. eral Government and the State, and It
We would have left all of these teachers,
would require action by the State legislaState employees, and municipal em- ture. Then they could enter into a comployees outside because they all have pact wherein the State or the subdivitheir own retirement systems. Here is sions would agree to collect the emwhat this does, as I understand It: This ployee's tax and remit it to the Treasury
law Is another one of those all-inclusive
and pay a sum in lieu of the employer's
things. The Social Security Board has tax, and the Social Security Administrawritten It so it says they can come in if tor In turn would agree to treat their
they want to.
employees as all other employees. Now,
Mr. DOLLIVER. By what method?
of course, that does not cover all of the
Mr. JENKINS. The Governor of the details. The State Is vested with auStniatecnscall aieeenu
f th
osebya
orthority to determine What classes of emgaiaiosadifte b
w-thirds ployees would come in, with as much
majority indicate their desire to come in local control as you have. Now, that is
then he can ask, the Social Security th eea atr.A
otestain
Board to take them in.
tegnrlpten
st h iuto
Mr.
OLIE.Ltm
giete
in the State of Iowa, we are dealing with
gentleman a specific example and ask some municipal employees that have
him how it would work outInmow
own retirement program. The
t. their
In
y ownsecurity
State there are certain municipalities
majority bill calls for a referendum, and
Which have established pension systems the people who are beneficiaries and are
for police and firemen,
under It would have a right to vote in
Mr. JENKINS. That is right,
that referendum. Now, the Kean bill,
Mr. DOLLIVER. Other municipaliwhich will be offered In the motion to
ties have not done so. It is an optional
recommit, takes those that have their
matter under the laws of our State.
own system entirely out of the provisions
Who would vote on whether they come
of the bill.
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Mr. DOLLIVER. It does not permit
them to come into it.
Mr. CURTIS. That is right.
Mr. DOLLIVER. But under the maJority bill which we are now discussing
they can come in, and any given munici
pality can say that as to Policemen or
firemen retirement funds, if two-thirds
of the men on the force vote for it, they
can come In.
Mr. CURTIS. Then It has to be de
termined by referendum.
Mr. DOLLIVER. And It does not re
quire any State or municipal action.
Mr. CURTIS. Oh, yes. No one In a
sovereign State can come in without ap
propriate State action, so that In any
event the issue has to be threshed
out in the State legislature.
Mr. DOLLIVER. And there would
have to be enabling legislation passed by
the StaTe eISlTature.
iht
Mr. CURTINS. THate is riht.ayIn
Mer.tnENiNt adhere
.
isho the weaycIeun
and the firemen and the policemen feel
about it. They feel very much protected
so far and so long as the State legislature
and the State Governor remain loyal to
them. But, if they should ever have a
Governor or State legislature who would
say, "You had better get ready and
come under Federal social security or we
will cut you off; we are going to repeal
the law and cut you down," they could,
under those circumstances, break up a
lot of these fine organizations that are
already functioning and entirely satis
fied with what they are doing. That is
the pressure that may come along.
They will say that "Social security has
Its arms open and is ready to welcome
you, and you fellows better get in, be
cause we will cut you off."
Mr. McGREGOR. Mr. Chairman,
will the gentleman yield?
Mr. JENKINS. I yield to the gentle
man from Ohio.
Mr. MCGREGOR. I am certain that
the dean of the Ohio delegation is f a
mniliar with our laws in Ohio relative to
firemen and policemen. Would his de
scription be applicable to our firemen
and policemen in Ohio?
Mr. JENKINS. Absolutely, and they
are scared to death. I assured all of
them that I could come in contact with.
that If two-thirds maintained their loy
alty to their organization, the Governor
or nobody else could shake them loose.
I am glad to say that we Republicans
on the Ways and Means Committee were
not in favor of forcing these groups to
come in. And I, myself, have a)een
strongly opposed to any plan that would
force the teachers or the policemen and
firemen to give up their retirement
sses
Mr. Chairman, I favor a fair socialsystem. I helped write the
fissoalecrtlw.Whutbs
fingt Isthink-ecuityI geeally citonde thastI aLM the author of the blind pension
provisions of the first social-security
law. I shall vote for this bill because I
am for social security and in spite of a
number of provisions in the bill that I
think should be excluded.
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Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gentle.
man from Nebraska [Mr. CURTIS].
Mr. CURTIS. Mr. Chairman, my disBent from the bill reported out does not
stem from opposition to a liberalized
social-security program. Instead, It
arises from the fact that the bill reported
out fails in some major respects to do
the very things a liberal and effective
social-security program should do.
The old-age and survivors insurance
program is a grossly unsound and ineffectiVe tool for the social-security purposes it attempts to accomplish. Because
It Is so unsound and ineffective I cannot
agree that the mere extension of its coyerage or a mere numerical revision of its
benefit formula, such as the majority of
the committee proposes, can bring about
significant Improvement. Instead, the
very fundamentals of the program should
be objectively reexamined, and to the
extent that such reexamination indicates
the need for drastic overhauling of the
program, that overhauling should be
done, even though it proves necessary to
abandon completely those concepts on
which the present program rests,
I should like to outline what I consider
the major shortcomings of the old-age
and survivors insurance program, both
in its present form and as it would be
amended by the reported bill. At the
same time I shall indicate what I believe
Is the necessary remedy,
1. THE OLD-AGE AND SURVIVORS INSURANCE PROGRAM FAILS TO PROVIDE AUTOMATIC siENswrr.
THE MAJORITY OF THOSE PERSONS WHO
ARE INI NEEDY CATEGORIES NOW

FOR

widows by that date or before 1940 and
so could not qualify for benefits.
True, the Social Security Act Includes
a program of old-age assistance said to
be designed for the benefit of those who
were too old to qualify under the insurance program. But old people do not
want the stigma of receiving assistance
benefits which are based on a needs test,
They want automatic benefits, even
though modest in amount, that they can
call their own. The old-age assistance
programs, even when conscientiously
administered, have proved shamefully
dishonest in their results. Some old
people of the most deserving type have
remained In need rather than go on
assistance. Other old people have become a burden upon their conscientious
but poor children. Those who get assist.
ance benefits have, In some cases, concealed their assets in order to qualify for
the benefits; on the other hand, hundreds of thousands of even more deserving people have declined to do this and
at the same time have suffered harsh
deprivations. Other deserving individuals without assets of any kind have
finally had to apply for this assistance,
but It has broken their spirit, destroyed
their independence, and changed their
entire outlook on life,
The men now aged 65 or over who are
eligible for social-security Insurance
benefits come, by and large,. from the
more well-to-do portion of tiia aged
population, since these men either have
worked recently or are still working. If
we were to remove from consideration

The program makes grandiose promIses for the future. Even with its coverage excluding certain occupations, as
under the reported bill, the great majority of the aged population of a half
century from now will be eligible for the
program's benefits, since most of the
young men starting out to work now or
in recent years will have full opportunity
to get the required calendar quarters in
covered employment at some time dur-

the more opulent one-third of the older
male population and concern ourselves
only with the poorer two-thirds who
might be said to be in the economic levels
of qualifying for public assistance In the
more liberal assistance States, we would
find that probably only about one-fifth
of this poorer group have qualified for
benefits under the insurance program.
This indicates the degree to which the
Insurance program has failed to take
care. of those older persons for whom

day's young women either will similarly
succeed in getting these calendar quar.
ters or will be married to men who so
succeed, so that they, too, will qualify
for benefits either In their own right or
on behalf of their husbands,
But what of today's older population?
Of the 5,200,000 men now aged 65 and
over, only one-third are insured under
the program; and of the 5,500,000 women
of these ages, only one-fourth are either
Insured themselves or are the wives or
widows of insured men. This is because
only those who are still fortunate enough
to have remained at work for much of
the time since the program actually
started in 1937 could obtain the calendar
quarters of employment needed to be Insured today. Many of the men over 65
today were already too old to be at work
back In 1937, or were already disabled
or unemployed. Many of the women are
wives or widows of men who had already
left work by 1937: in fact, many of
today's widows had already become

It is said that the extension of coverage, as provided in the bill reported by
the committee, will tend to remedy this
situation. The majority of those of
today's old people who are Ineligible for
insurance benefits are no longer regu.
larly employed, so that the mere extension of coverage to those occupations fl3t
now covered cannot help them. Such
extension of coverage may make It even
more probable for future generations of
old people to become insured, but it cannot take today's old people off publicassistance rolls or help those old People
Who are now in distressing circumstances
because they cannot get insurance benefits and refuse to apply for -public
assistance,
What Is needed Is an extension of
automatic benefits-that is, benefits
available without a needs test-to the
millions of old people who could not
qualify under a wage-record insurance
prograni and yet who, over their past
working lifetime, have worked just as

Ing their working lifetime. Most of to-

its benefits should be primarily available.
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faithfully as the more fortunate few
who now qualify. No other way can
possibly provide these deserved benefits.
There are those who frown upon the
Idea of paying every citizen an old-age
benefit. These critics should examine
the present Program. Under this pro
gram, we are now paying a privileged
few, some of whom are independently
wealthy, amounts that are many, many
times more than what they have paid inl.
Under our old-age assistance program,
which IsPart of social security, one State
has now on the assistance rolls 8 out of
every 10 of its Inhabitants over 65 years
of age. Every taxpayer In the country Is
helping to carry these loads.
What we say of the old people is
equally true of the other categories Iin
need. Mere extension of coverage will
not put onto the Insurance-benefit rolls
those orphan children whose fathers
have already died. Should the Congress
decide to go into the field of permanent
disability benefits, the method provided
for in the bill of the majority is unsound,
costly, and very inequitable and unjust.
Mere provision of disability insurance on
a wage-record basis cannot put on the
benefit rolls the large number of people
under age 65 who are now permanently
disabled. It can never help the hopeless
cripple who has been such all his life.
The administration's proposal offers
nothing but relief for the crippled Indi
vidual who as a child never knew what
it was to run and play. It can never
help the individual who Is stricken by
some dreaded disease before he reaches
his working age and never gets the
chance to hold a job. Such provisions
may help some of the disabled of later

generations, but we should not overlook
today's needy or leave them to the mercy
of publlu assistance, if the field of total
disability benefits is going to be entered
by the Federal Government.
11.

THE OLD-AGE AND SURVIVORS INSURANCE nRoGRAM FAILS TO MAKE THE MOST SOCIALLY AD
VANTAGEOUS DISTRIBUTION POSSIBLE OF FUNDS
AT ITS DISPOSAL

Social-security funds are necessarily

limited in amount, since they depend
upon the amount of economic productivIty In the Nation and the possibility of
drawing off a portion of this productivi
ty for social-security purposes that is not
too large to injure the Nation's economic
health. Because of this limitation, it
Is of the utmost importance that these
funds be distributed wisely.
But the insurance program falls to
make this wise distribution because it is
tied down by the concept that benefit
amounts should vary directly with the
worker's former wage, level. This con
cept of the highel, the wage, the higher
the benefit has generally been rationalIzed on the ground that a greater wage
loss Is suffered when a higher paid
worker dies or retires than when a
lower paid worker does. But I feel that
this concept results in a maldistributlon
of social-insurance funds and ignores
the Important fact that the higher paid
worker should be expected to accumu
late far greater resources than the lower
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paid with which to supplement his social-Insurance benefit. In fact, this concept is so Inconsistent with the social-insurance objective set forth above, that
the reverse concept of the lower the
wage, the higher the benefit would be
more nearly correct.
It Is my belief that benefits should be
uniform In amount and Independent of
previous wage history. A system providing uniform benefits would recognize
the fact that since the amounts available for social security are necessri"
limited in total, It is far better to divide up these amounts without discrimination than to Pinch one man's benefit
In order to deal more generously with another man.
A social-security system, subsidized as
it Intrinsically is from public funds,
should not be the medium for continuing the higher paid worker's differential
In living standard over that of his lower
paid fellow citizen. It Is the function of
the higher paid man's greater personal
resources to provide a supplemental benefit for the purpose of continuing this
differential. While the higher paid man
may not wish to make such provision, he
has the choice to do so. And he has a
choice of methods by which to do it. If
he prefers not to use private channels,
such as thrift or insurance organizations,
or union or other cooperative funds, he
should have the opportunity of using
public, but not subsidized, channels.
A claim which has been made for the
variable benefit concept is that under It
are reflected geographic differences In
living costs. This claim can hardly
be taken seriously since benefit variations within almost any fair-size town
will be much greater than variations in
benefit averages as between different
towns or different parts of the country,
It has been well established that variations In average expenditures between
one locality and another reflect variations In living standards much more than
they do variations In living costs. And
to he
hatanindvidals
xtnt
ned
fora vrathighrbneiis duein
coto atgenuine
lutoa variationwn livi ungcsity iStthe,
futosInofehse owvngcommnty or Statce,
whos Increased livingcosacty ts matcedu
thtbyncraeftdifiscntalcapacitybt meakesu
oSthatbenefitancdifferenicalsosimtabyemand
nofState-fucionanced publi Nassistncwie, and
notlthecfunctio
pofgheNtin-ie.o
The benefit differential cannot be Justifled on the ground of individual equity,
Primary insurance benefits which would
be awarded in 1950 under the bill proposed here by the majority, for a worker
who has been steadily employed at an
average of $250 a month, are $16 a month
greater than the benefits for a worker
steadily employed at $100 a month;i Yet,
less than $2.47 differential In primary
benefit amounts can be Justified actuairially by the higher contributions of
the $250-a-month man. In other words,
the higher paid man has paid for $2.47
more In benefits but receives $16 more In
benefits. This small actuarially justifled differential is due in part to the newness of the program, for, at Present, con-
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tributions pay only a small part of the
Can the benefit-formula revision of the
benefit costs. But it Is doubtful whether, committee bill, coupled with the specialeven In the long run and under the adjustment schedule for benefits already
higher contribution rates of the commit- on the rolls, rectify the benefit-wage re
tee bill, the differential In employee con- lationship for a substantial number of
tributions will ever justify the differen- years to come? Obviously not. In view
tial In benefits between the lower paid of the constantly changing levels of
and the higher paid worker. While it is prides and wages, the revision would only
true that the higher paid worker derives be a temporary expedient. If wage and
a benefit Which Is lower relative to his price levels fall substantially in future
previous earnings than that of the lower years, the ratio of benefits to wages could
paid worker, and also that the higher be disastrously high, both socially and
paid worker payss aalarger relative share economically. The more probable longof the cost of his benefits than does the term trend, however, is upward, and not
lower paid worker, the important fact is many years may elapse before this trend
that the higher Paid worker derives a will give rise to a demand for further
greater dollar profit than the lower paid adjustment. It should be remembered,
worker.
too, that the real urgency In such times
A case in point showing that the pres- Is that of the situation of those who will
ent system does not make a proper social already be on the beneficiary rolls. Those
distribution of funds is that of the cor- who will still be working will see their
poration official, whose salary is some- benefit amount (as it appears on paper)
where above $250 a month, who has been rise somewhat with rising wage levels
under social security since It started, who and can, of course, hope that Congress
retired in 1949. and whose wife Is the will make further revision In the benefit
same age. Under existing law, this hus- formula before their retirement or death.
band and wife are drawing $67.80. This
Does not this need for continual revi
man has paid into the trust fund a total sion of the benefit formula, and in par
In his lifetime of $390, or less than the ticular the even more urgent need for
amount that he and his wife are drawing repeated special-adjustment schedules
out in 6 months. The measure before us for benefits for those already on the rolls,
would raise this man's benefits to $64.40 point clearly to the absurdity of basing
and the wife's benefits to $32.20 or a total benefits on wage histories? Will it not,
of $96.60. This increase Isgiven to them In fact, soon make a shallow mockery of
without any needs test,
the claim that benefits are based on wage
The pending measure &,odeparts from histories? Can a social-Insuronce sys
a social program as to make the insUr- tem Presume to meet social needs of the
ance benefits for an orphan, in some In- future on the basis of records of the past
stances, conditioned on whether or not and present? Not only in terms of bene
that orphan was born in wedlock; yet, fit levels but also in terms of various other
this same Program makes possible old- economic and social factors, we are pow
age-retirement beneft's as a matter of erless to outline properly tomorrow's
right to the professional gambler or any needs and to promise benefits accord
other person who makes his livelihood in ingly. A retirement age of 65. for ex
an unlawful enterprise,
ample, may well become obsolete in a
A widow, whose husband was not un- future population whose age composition
der social security, or whose husband and health characteristics could be such
died prior to 1940, receives no payments that 65 would be too low an age, both
from the Federal Government without biologically and economically, for supergononrle.a
uti.
Take another case of a young lady
A private Insurance company or a pri
who, upon reaching her majority, gives vately funded pension system cannot
up her career and her opportunity for readily do other than to promise those
marriage, to care for her invalid mother, now Insured or covered In such company
Suppose the mother lives until she Is 80. or system specific future benefits depend
and by that time the small resources of ent upon present premiums or contribu
the family are exhausted. This daughter tions, which In turn may be dependent
will never be entitled to any social-secuupon present income levels. But a
rity payments as a matter of right based social-insurance system need not have
on a wage record. She can only look to the limitation of this inflexibility. And,
relief.
In fact, this very limitation on the part of
A system of uniform benefits would private Insurance and private pensions
remove these inequities and correct this makes It the more urgent that social in
socially adverse distribution.
surance possess the flexibility to be au
MU.
TME OLD-AGE Am Suvvn
x~u~c
tomatically adaptable to economic and
PROGRAM P~ns
pzovmRTZ rrn
mxr
social change.
NECESSARY To X-EP rTa RBEnEFIs N LMg
As will be shown further on. this flexi
WITH SOCIAL AND EcONOMIC CHANGES
bility does not connote instability; nor
A major purpose of the committee bill need It be achieved through the medium
Is that of adjusting the benefits of the of public assistance. In fact, today's
Insurance program to meet the changes dual system of Federal insurance bene
In living costs which have transpired fits for the selected few and Federalsince the present law's benefit formula supported public assistance for many of
was adopted. I cannot view the remedy the remainder is responsible for much of
as a satisfactory one, and I view-the very today's Instability. At the present time
Problem as evidence of the program's the average old-age assistance monthly'
basic unsoundness,
payment exceeds the average primary
TO
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*Insurance
benefit by about 818. The
passage of this measure would probably
Put the insurance benefit amount In the
lead, but the race would only have begun.
The Insurance beneficiary, misled Into
thinking he has paid for his own benefit,
Is resentful of the assistance recipient's
receiving a comparable amount without
having paid contributions toward it; and
the latter, who suspects the actual truth
that the insurance beneficiary has paid
only an infinitestimal portion of the cost
of his benefit, rightly resents the fact
that he himself has had to submit to a
needs test in order to get assistance.
The two systems will therefore compete
with each other for Increasing political
favor, and this competition, combined
with the extreme long-range cost Increases inherent in the measure before
us, could prove to be a major Inflationary
factor in the Nation's economy,
Under the present system, this Govermient Is saying to a young man 21
years of age that they will pay him a
definite amount upon retirement at his
retirement age. He is not only promised
the exact amount that he will receive
upon retirement, if his age Is then 65, but
how much he will receive each month If
he lives to be 90. What the price level
will be at the time he is 90, what he will
need, or what the taxpayers can afford
to pay at that time, are all factors that
are totally disregarded. What will happen Is that future Congresses will have
to revise his benefit formula. What,
then, is the value of all these wage rec.:
ords? Why maintain a huge, staggering
bureaucracy to maintain wage records
that will have to be disregarded later?
On ocason
reuen
Cogrss as
vOten vreryen cstlipogram
Cogesuchasi
voteosty
a ery
prgra, suh a in
the field of veterans' legislation or housIng. There Is an end to such programs,
They do expire. There is no end to our
social-security program. It runs into
perpetuity. We bind oncoming generations to pay untold billions of dollars not
only 50 years from now, or 100 years from
now, but so long as the Government of
the United States stands. It Is totally
unmoral.
Let us permit our children and Our
grandchildren to decide how much per
year they of thcir generation will pay for
social security. We should not bind them
by contract to pay untold billions each
year, as the present system does. The
right of self-government means not only
freedom from kings, tyrants, and dictators, but It means freedom from the
past,
AND SURVIVORS INSURANCE
PROGRAM IS AS3SOLUTTELY LACKING IN BOUND
FINANCIAL STucrus

IV. THE oWD-AGE

For the old-age and survivors insurance program to be truly effective, It
must not only be effective now but also
give the assurance of being effective In
the future. Such assura: ce cannot possibly be given, it seems to me, when, as
in the case of either the present law or
the measure before us, the following con.
ditions are present:
First. Annual benefit disbursements of
future years will be vastly greater than

those of the Immediate future, in fact,
possibly 10 or more times as great, due
primarily to the fact that the number of
beneficiaries will greatly Increase,
The committee's actuary advises me
that the best estimated cost of our oldage and survivors and disability Insurance program for future years Is as follows:
In 10 years the annual cost will be
$3,800,000,000.
In 20 years the annual cost will be
$6,200,000,000.
In 30 years the annual cost will be
$8,400,000,000.
In 40 years the annual cost will be
$10,600,000,000.
In 50 years the annual cost will be
$11,700,000,000.
The above is based upon the limited
coverage that we will have after the
pending bill becomes law. Should the
coverage be made universal, our actuary
advises me that the best estimated cost
would be as follows:
In 10 years the annual cost will be
$4,200,000,000.
In 20 years the annual cost will be
$6,800,000,000.
In 30 years the annual cost will be
$9,500,000,000.
In 40 years the annual cost will be
$11,900,000,000.
In 50 years the annual cost will be
$13,000,000,000.
The foregoing tables make no allowance for possible liberalization of benefits
which may be made in the future.
Second. No definite scheme for meetIng these greatly Increasing costs has
been established. The alleged reserve
now in the trust fund is rlready $7,000,000,000 short, and the program is new,
Third. Proposed combined rates of employer and employee contributions are so
small that acturial costs are not met even
with respect to the youngest workers now
covered, for whom contributions will be
paid throughout their working lifetime.
In addition to the above conditions,
which spell uncertainty for the program's
future, the following conditions also seem
Incorrect for a social-insurance program:
Fourth. The present tax structure is
highly regressive.
Fifth. Incomplete coverage, by which I
mean not only incomplete coverage of
the working population but more particularly the exclusion from benefits of most
of those now old, disabled, or orphaned,
means that the cost of employer contributions and eventual Government subsidy are borne by those who cannot benefit from the program,

The fact that the cost of the program
will so greatly increase over future years,

or rather that the number of beneficiaries is so small now as compared to
future years, is unfortunate in a number

of respects. It signifies the fact, as indicated at the beginning of this report,
that the program is not doing its job now
and will not be for some decades to come,
But It also means, I am convinced, that
no suitable method of financing can be
found. To adopt a method requiring
contributions of the level actuarial type
would be a political impossibility, and
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even If it could be achieved It would have
the adverse effect that in the early years
of the program much more would be
taken out of the Nation's economy than
would be put back Into It In the form of
benefits. On the other hand, not to re
quire level actuarial contributions would
mean, as Iz now the case, that-even
with respect to the ycungest workersbenefit costs would be underfunded and
the public would have no real apprecia
tion of the true costs of the program.
Another objection to a program in
which thie number of beneficiarihs is
much smaller in the early years than in
the later years is that, regardless of what
financing method Is adopted, there will
be an uncontrollable tendency toward
undue liberalization of individual benefit
amounts. With only relatively few bene
ficiaries on the rolls now and in the im
mediate future, It is only too simple a
matter to propose that individual benefit
rates be approximately doubled; that
Primary benefit amounts in excess of
$100 a month be promised, as well as
combined husband-and-wife amounts of
$150 a month. With only a relatively
small number of present beneficiaries
and with present benefit disbursements
far below contribution receipts, the abil
ity to fulfill these promises over the next
few years seems to be all that matters,
and the tremendous future cost, which
will result when there Is a much larger
number of persons for whom we have
made commitment of these benefit
amounts, is too easily Ignored.
I insist that a realistic program be
established in which the number of bene
ficiaries now will be at least comparable
to the number in the future. Under such
a program, careful thought would neces
sarily be given to an~y liberalization of
benefit amounts, for the cost of any such
liberalization would be felt immediately.
Under such a plan, disbursements
from the program would require matchIng by incoming revenue, either over
each year or over a short period of years,
thus affording a definite program of
financing.
It has been frequently pointed out that
those now in receipt of primary insur
ance benefits under the program have
paid but a very small portion of their
cost. Of the primary beneficiaries now
on the rolls, virtually none have paid
more than $400 in employee contribu
tions, some have paid less than $10. and
the average amount of total employee
contributions for these benefits has been
less than $150. Yet the actuarial value
of the benefits, as of the time of the

beneficiary's being placed on the benefit
rolls, has averaged about $3,000, and if
allowance were made for the value of
possible wife's and other benefits, the
value would be much greater. While
over the long run employee-contribution
totals will become much higher than at
present, they will not pay for a signifi
cant portion of benefit costs.
Let us consider the case of a man who
is now 40 years of age. Let us assume
that he has been under old-age and sur
vivors' insurance since it started in 1937,
that he and his wife are the same age,
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and that both will reach 65 at the same
time. We will also assume that his average monthly wage has been *200. This
man will have paid in in taxes according
to the schedule in present law the sum of
$1,440, and his employer a like amount, or
a total of $2,880.
This amount would have purchased
him a monthly benefit of $14.10 on an
actuarial basis. However, under existing
law he would draw $47.95 a month and
his wife would draw $23.98, or a total of
$71.93. In less than 3½
,years he and hIs
wife would draw out everything that he
and his employer have paid in, even
though he would have been covered for
37 long years. The actuaries say that the
total value of all these benefits under
existing law is $9,770. Under the pendIng measure his benefits will be raised to
$71.10 a month, his wife's to $35.60 a
month, or a total of $106.70 a month.
Now let us take the case of a much
older man, one who reached 65 years of
age on January 1 of this year, and has
been under social security since it started,
at aul average monthly wage of $100. We
will also assume that his wife is the same
age. This man has only paid In a total
of $144 in taxes and his employer has
paid a like amount. Actuarially, this
would have purchased for him a monthly
benefit of only $1.45. Under the present
law he receives $28 a month as long as
he lives and his wife receives $14. Should
his wife live longer than he does, she will
draw $21 a month as long as she lives.
The actuarial value of this man's benefits is $3,460 and the wife's and widow's
benefit is $2,240 or a total actuarial value
of $5,700. This is provided at a cost to
the man and his employer of $288. The
measure before us will raise this man's
monthly benefit to $49 a month and his
wife's benefit to $24.50 a month, and if he
dies first the widow will then receive
$36.80 a month-all of this for the total
cost of $288.
The Proponents of the present program, as liberalized by the pending measure, claim to prefer Insurance payments
to assistance, and a contributory program to a nancontributOry one. What
they propose, however, is just the reverse
of this stated preference. They favor a
program which would leave for large
numbers of needy persons only needstest assistance, while at the same time
favoring others with virtually noncontributory insurance benefits. A plan
which would provide automatic benefits
for all those now old, or otherwise entitled to benefits, would require the portion of the population now working to
pay a cost equivalent to the value of their
own benefits, and such a plan would
therefore be contributory in its effect,
The generation now working would be
paying for the benefits of those now oldor the survivors of those now deadwith the assurance that when they become old their benefits-or if they are
then dead, the benefits to their survivors-would be paid for by the generation then working. Such a program, I
feel, would be both sound socially and
sound financially,

I submit that In any given year, those
Individuals who are so blessed as to have
a Jlob and good health so that they can
produce, should carry the load for those
unable to produce for themselves in that
particular year, that the cost should be
paid in full In that year, and that when
the year closes, nothing is owed and
nothing Is promised.
Such a method will eliminate this huge
bureaucracy now administering social security. It will eliminate the use of a costly
and useles system of wage recrds, and
It will not be committing future generations of taxpayers of 20 years, 50 years,
or 70 years from now, to the untold billions to which the present system Is cornmitting them.
I propose a program of modest benefit
amounts, one that could be borne by a
present tax rate not much greater In total
effect than the cost of Federal grants for
public assistance plus the combined
amounts of employer and employee contributions at present. But I would prefer that this tax be in the form of an
addition to the current normal Income
tax rates. The pay-roll tax, as noted
above, Is regressive in effect. The employer portion of the pay-roll tax can
probably be adequately Justified for
financing hazards directly related to current employment, such as loss of wages
due to temporary absence from work,
but we cannot see its rationale as a method for financing long-term benefits relating to the one-time hazards of death,
or old age.
How much can the Nation spend In
any 1 year for social security? If we
pay our social-security bill each year as
we go, and a specific tax is levied for
that purpose, the taxpayers--through
the powerful medium of public opinion-will prevent those payments from
getting too high. On the other hand,
the aged, the orphaned, and the widowed, likewise can exert a great influence on public opinion and thus prevent benefits from becoming too low.
These two forces should balance each
other. This Is not accomplished under
the present Program because of its cumbersomneness, alleged reserve system, and
the binding commitments it makes on
future generations,
v. THE OLD-AGE AND SUCMVIVORS
INSURAN4CE PRO~GRAM IS ADMINISTRATIVELY COMPLEX

Under the present law, it Is claimed,
tewg-eodsse
a
okdwl
and with-little costeincmarswonke wite
the beeits ofithle prtnogram.iYet with
aph eeiso
h rga.Yti
ppears that the system is a wasteful one
If, as I believe, a program at least as satisfactory can be developed without the
use of wage records. Moreover, even
though the most modern labor-saving
devices have been applied In the operation of the wage-record system, the cost
Is substantial.
Let us consider how a wage record Is
used in our Present social-security law,
If a young lady 18 years of age goes to
work In an office, she must apply for and
receive a social-security number. Every
time her employer pays her he deducts
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her tax and adds the employer's tax and
sends a record of 'this tax and wage paid,
to the Oovernment. The Social Security
Administration opens an account for her
and the taxpayers must employ Govern
ment workers to handle, preserve, and
maintain that record, probably for 70 or
80 years. This young lady may work a
few months and get married. Years later
she may go back to work for a month or
two, further social-Security taxes are
paid and a further report of wages paid;
this results in some more expensive Gov
ermient bookkeeping. She may work
periodically several times during her life
but never enough to Qualify for old-age
Insurance.
Yet the taxpayers must
maintain this expensive wage record for
her.
Or take the case of a man who starts
to work and works continuously, the
keeping of his wage record by the Gov
ermient is expensive. It is very likely
that several times before he dies the cost
of living and prices generally will change
to the extent that the benefits that he is
to receive have to be changed, thereby
rendering these Past wage records en
tirely useless. We must also not forget
that many very fine citizens, who lead
productive lives and make their contri
bution to society, never have a wage rec
ord. It Is exceedingly difficult, and In
some cases almost impossible, to apply
the present program to those citizens.
Approximately 8,000 of the 15.000 em
ployees engaged in the administration
of the present program are directly con
cerned either with the enforcement of
the pay-roll tax or the Processing of the
quarterly employer reports and the
maintenance of the many millions of
wage accounts. Practically all of these
operations, and some portions of the re
maining operations, could be dispensed
with, if benefits were Independent of
wage records.
Under extension of coverage, the ad
ininistrative effort required in employ
ment-tax enforcement will be greatly in
creased, and the percentage Increase In
administrative costs will be much greater
than the Percentage Increase in the num
ber of persons covered. The definition
of the term "employee," which proved
so difficult for the committee, and the
definitions of "covered wages" and "self
employment Income," likewise difficult,
are problems which are not necessary if
we follow a system that is not based upon
aglecrs
gO theothrd
hnsiacigol-g
O
h te
ad iacn
l-g
and survivors insurance benefits by an
Income tax method, without wage rec
ords, would not only eliminate the above
costs but would add practically no cost
to the present expense of collecting In
come taxes.
CNLSO
I have, in the foregoing, presented only
some general ideas of how I would over
haul the Insurance program. To put
these Ideas in somewhat more concrete,
but not at all final, form, I am submit
ting the following outline of tentative
benefit proposals:
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First. Payment of old-age benefits to
all citizens who have reached retirement
age or over, to the widows of deceased
Citizens, and to their orphaned children
under age 18.
Second. Payments within each category (aged, orphaned, and so forth) to
be uniform in amount, though amounts
for different categories may differ,
Third. No needs test or work clause,
-except that other federally supported
benefits programs would be offset.
Fourth. Federal grants-in-aid for oldage assistance and aid to dependent
children would cease, and all such assistance payments would be State finanved.
Fifth. Benefits provided would be
financed by addition of a fiat percentage rate, especially designated in the'return, to the normal income tax rate,
Sixth. Benefit amounts would be ineluded as taxable income in the ordinary income-tax return. This would
discourage many who do not noed It
the
frmapyn
ortebnft;at
same time, evils of the present system
would be eliminated and the costly
burden of supporting thousands and
thousands of welfare workers, inspec.
tors, record offices, and the like would be
eliminated,
I would repeat, however, my earlier
statement that such overhauling must be
preceded by an objective and thorough
reexamination, such as has not been
done to this time. I do not disparage the
work of previous congressional groups on
this subject, and particularly not the
work of the present Ways and Means
Commtte,
b cograulaed
wichIs o
Commtte,
b cograulaed
wichis o
on its rejection of some of the most extravagant and visionary proposals contamned In the original administration reQuest for legislation. The committee has
perhaps done the job as well as possible
by patching up a hopeless program, and
trying to make an untenable program
work,
On the other hand, with due regard to
the high caliber and public spirit of the
individuals comprising the various advisory councils on social security, I feel
it regrettable that these councils have
not been able to make more thorough reEach
examination of fundamentals.
council has been made up of individuals
who were experts in their own outside
fields and who, being extremely busy
men in these outside fields, could not
take the necessary time to make such reexamination; consequently, acceptance
of the proposals developed by the Social
Security Administration staff members
became an almost inevitable course. I
e mde y a
feeltha
tud shold
a
feelpthatsastudy shouldy be maersn byha
peerslontswh
fof
grou eonsislltinglrel
mcnthias
can dhevwote, full time forgseerly
larel taehnician
to theswork, adwho are
hoatth smetie
inths iedan
are fully Independent of administration
pressure. Only in this way can a wholly
objective and thorough chart be laid for
future development.
Mr. DOUGHTON. Mr. Chairman, I
yield 2 minutes to the gentleman from

Michigan [Mr.

LESINSKI].
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Mr. LESINSKI. Mr. Chairman, I ask
unanimous consent to proceed out of
order.
The CHAIRMAN. Is there objection
to the request of the gentleman from
Michigan?
There was no objection.
Mr. LESINSKI. Mr. Chairman, as
chairman of the House Committee on
Education and Labor my name has been
mentioned in the public press on numerous occasions. Up to this time I have
never seen fit to answer any press stories,
However, in the October 3 Issue of the
magazine Newsweek there appeared a
Story to the effect that I would resign my
Position as Representative In Congress
and as chairman of the House Education
and Labor Committee to accept a Federal
administrative position,
The article reads as follows:
Representative LEsiNsxx, of Michigan, will
be offered a Federal administrative post after
Democratic leaders
Congress adjourns.
think morale of the House Labor Committee
will Improve if LEsznsKX. its hard working but
stubborn chairman, resigns in favor of another Member,

age assistance as are receiving payments
under OASI.
The average benefit under old age as
sistance is $42.02, against an average of
only $24.35 under OASI, and about $31
for new beneficiaries. Many are say
ing, What is the use of our paying pay
roll taxes when those who pay none re
ceive greater benefits?
Of course it Is true that the chief rea
son for the low benefits under the in-~
surance program is that so many worked
only part time in covered employment,
thus making their average wage very low,
but this narrow coverage Is a fault of the
system, and it is difficult to explain to
the general public as they retire why
their benefits are so low.
Old-age assistance is relief only for
those In need. Its concept is somewhat
that of charity. Under this program the
aged who, themselves, have saved for
their old age must pay additional taxes
to support those who have not.
Under QASI benefits are given as a
matter of right, based somewhtote
amount of taxes which each Individual
has paid and which his employer has

I do not feel that I can let this story go
unchallenged. This item concerning me
is evidently based on a malicious and
false statement made for political purPoses. I am confident that It will suffer
the fate of any statement which Is not
based upon fact. I want to say that I
have no intention of resigning my seat in
the House of Representatives. The only
way that I will be removed from my position as chairman of the House Commitnd abo wil b bythe
ee oo Edcaton
ee
Edcaton nd abo wil b bythe
verdict of the voters of the Sixteenth
District of Michigan.
Mr. JENKINS. Mr. Chairman, I yield
35 minutes to the gentleman from New
Jersey [Mr. KEAN].
Mr. KEAN. Mr. Chairman, there are
many defects in H. R. 6000. Most of
these are corrected in H. R. 6297. the
bill which I introduced yesterday, but I
do not want to talk this afternoon about
the exact details of my bill. I will do
that at a later stage of the debate,
What I will discuss today Is H. R. 6000
and why I am in favor of the general
Philosophy behind this bill,
Can we provide reasonable social security for the less fortunate among us
without in any way sacrificing that liberty which is the essence of the AmerIcan system?
Of course we can.
Both the Democratic and Republican
Platforms of 1948 urged broader coverage under OASI and extension of benefits to a more realistic level. An adequate
old-age insurance program, and reasonable aid to the unfortunate, is not statIsm, nor is it socialism,
The first and most important decision with which our committee was faced
was whether care for the aged should
be based on a pension system or on the
Insurance system.
We are at the crossroads. The old-age
assistance Program has grown by leaps
and bounds. More than twice as many

paid for him. it is a system geared to
maintain the self-respect of the inidi
vidual.
The committee made the vital decision
that the insurance system should be the
basic one; that coverage should be
broadened; and that benefits should be
sharply increased. A worker who would
now retire at $31 monthly, which is the
average payment, will under the new bill
get approximately $56 monthly.
to ten
Though
eight into
un
themillion
systemmore
be taken
workers
willfrom
der H. R. 6000, unfortunately the ma
jority of the committee would not agree
to extend coverage to the extent which
I have always advocated. The result is
that the system will still continue to be
inadequate. Many people will continue
to move from covered to uncovered em
ployment, and as a result will receive
only small benefits.
The majority first voted to include all
self-employed, and then whittled it down
by taking out lawyers, doctors, dentists.
and engineers.
They first voted to take in those In
domestic service, and then took out
nearly three-quarters of them, and I
might add those who will need protection
most, by changing the definition of em
ployment to one who is employed for dt
least 26 days in one quarter by one
employer. There are not many people
In this country, with the present cost of
living, who can afford to employ a fulltime maid. And the majority of the
committee, through their definition, have
taken out from under covered employ
ment all those maids who work for 1 day
a week for one family. A maid would
not be under covered employment If she
worked 5 days a week 1 day a week for
five different families.
Of course the most important exclu
sion from coverage provided in the ma
jority bill is that of farmers and farm
labor. You cannot have a truly compre
hensive system if you leave out such an

of our older citizens are receiving old-

Important szgment of our population. I
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believe that If those engaged In farming
Such a system would have been very
Understood the benefits of the system, unfair to everyone who was not In covthey would be pleading with their Repre- ered employment.
sentatives to admit them.
It certainly would have been unfair to
However, farmers are rugged indi- farmers, to doctors and lawyers, to railvidualists. and it is evident from the road workers, to State and Government
attitude of those Congressmen representemployees who were not covered In the
ing the farm districts that the benefits of system but would be paying their Federal
the system have not been sold to farmers. taxes for benefits paid to others, none of
As a result the burden of old-age which they would ever receive,
assistance Is very heavy in the States
So the committee, I believe very wisely,
which have a large farm population, and decided to make the system carry itself
will grow heavier,
by setting up a schedule of taxes rising in
Farmers are not only paying for the 1970 to 3Y4 percent on employee and 32/4
benefits which Industrial workers are re. percent on employer. At the same time
ceiving, because the pay-roll tax Is In- we repealed the Murray amendment,
evitably added to the cost of the goods
The decision of the committee was that
which they buy, but they are also paying we were not justified in now promising
higher and higher State taxes to meet benefits to workers In the future and
their local old-age assistance burdens.
leaving It up to our children and grand.
Someday I think the governors of children to find the money to pay the
these States will be down in Washington benefits which we had promised. It was
begging us to admit farmers to the sys- a sound decision,
tem. I think they would be today if they
Of course, It is Impossible to tell what
understood what was going on.
conditions will be 50 years from now. If
I believe that all gainfully employed, we continue the same increase in pay
except public employees who have their rolls which we have had over the last 50
own pension systems, should be included years; if the dollar, over a long period,
under our old-age and survivors Insur- continues to decline in value as it has in
ance program.
the past 50 years. the taxes which we
The next major decision which the have set up may well yield twice what we
committee had to make was on the ques- have anticipated. However, if this is so,
tion of financing. You may remember the buying power of our schedule of benthat the original law as envisioned by efits will be too low and they will have
President Roosevelt called for a step-up to be Increased,
In the tax for both employer and emThe third major decision which the
ployee which would have made the sys- committee had to make was whether this
tem carry Itself; but in 1941 the Demo- was to be a system through Which people
cratic Congress accepted the suggestion could retire in comfort or whether beneof a Senator that the tax be frozen at 1 fits were merely to be of a basic subsistpecet
ence level.,
This freewas, unfortunately, conThe formula suggested in the bill Intinued by two Democratic and one Re- troduced for the administration would
publican Congress until the present time, have provided that a steadily employed
Mr. ltmyertestfie
beore ur om.worker with high wages during his workMr Atmye
tstfid efreou c
I-ing lifetime, with a wife over 65, might
mittee last February that the result was have received upon his retirement over
an actuarial deficit of $7,000,000,000 in $2,200 a year. The administration's sugthe fund.
r'estions were thus that we build up a
Several years ago when one of the retirement system rather than a socialfreezing resolutions was before the Sen- security system,
ate. Senator MURRAY, of Montana, arguThe proposed benefits were geared to
ing that continued freezing might cause favor the steadily employed-the man
some doubt among the beneficiaries as who had received high wages--the very
to the soundness of the whole system, one who would most be able to put
had an amendment passed which was money aside in savings or insurance for
later accepted in conference by the his own Protection in his old age,
House-providing that if at any time the
At the same time the benefits for the
trust fund was insuffcient to pay bene- lower-income group remained niggardly,
fits that the United States would pay so that there would still be need for supthem out of the general revenue.
plementing their income through old-age
The situation which faced our com- assistance.
mIttee, after they had agreed on InThe committee rejected this basic thecreased benefits, was that the cost of the ory of the Administra'tion, changed the
new bill would be over 6 percent of pay formula so that it would give greater
roll.
benefits to the lower-income group and
The problem we then faced was: less to the more fortunate.
However, I do not think that the cornShould we make the system financially mnittee went as far
as they should In this
sound, make It a system which carried direction,
Itself; or should we Provide only a moderThe bill now provides two rewards for
ate Increase In tax and follow Mr. Alt.. steady employment. Those steadily emmeyer's recommendation which was that ployed are not subject to what Is known
ultimately the Federal Government as the continuation factor, which is a
should assume one-third of the burden deduction In benefits for each year that
of Paying benefits from the general tax a worker is not employed. Then, In
revenue.
addition, there is the so-called Incre-
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ment-a percentage increase of one-half
of 1percent in primary benefits for every
year In which a 'worker Is in the system.
Thus, the luckiest individuals-those
who have been steadily employed and
who probably have also been able to put
aside savings and buy life Insurance-will
doubly benefit under the bill. while those
who need assistance most, who have
been irregularly employed, or who have
changed jobs In and out of covered em
ployment, would be doubly penalized.
In the bill as originally drafted we did
not have this important factor, but un
der pressure from certain outside sources
the administration supporters put It in.
As actuaries 'told them this provision
would cost on the average $800,000,000
a year they looked around for ways to
save some of the cost, and changed the
formula which was in our first draft
granting benefits on a basis of the 10
best consecutive years of a working life
to one figured on the average wage over
all of a working life. Actuaries said this
latter change would save the system
$600,000,000.
Where does this saving come from?
It comes from those who have been
irregularly employed, and thus will need
protection most in their old age.
By this action the committee majority
have taken away annually $600,000,000
In benefits from those who need It most,
and given it to those who need it leastthose who at all times have had steady
employment. This provision benefits the
"economic royalists" among the workers.
The new bill also makes it easier to
qualify for insurance. The committee
approved a provision which was in the
bill which I introduced last year. making
it possible for a worker to qualify if he
had been employed for 20 quarters out
of the last 40 before his retirement.
We also raised the minimum benefit
to $25 a month, changed the work clause
so that an Individual, instead of being
limited to $14.99 a month, can earn $50 a
month between age 65 and 75, and any
thing he can earn after that, and still
receive benefits.
We also increased the benefits of those
who have already retired by an aver
age of about 70 percent.
The committee felt that It was proper
for the Federal Government to consider
the question of permanent and total dis
ability. This is handled in two ways in
the bill. It provides a fourth category
under the assistance program by adoptIng title 14 of the proposed bill, Of
course, as under all the assistance pro
grams, these benefits would only go to
those In need.
At the same time the committee In
cluded total and permanent disability in
the insurance program. Benefits would
be the same as those provided for the
retired worker. except that there would
be no benefits for dependents.
Some of us wonder whether it is wise
to Include permanent and total disability
In the insurance program at the present
time.
It Is an untried field and perhaps it
might be better for the present to ex-
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periment with the new provisions along
this line, in the old-age assistance programn. The cost of this insurance program is unknown. Estimates have been
that it may well be more than a billion
dollars a year. This, of course, would be
taken out of the trust fund which was set
up for old-age and survivors insurance,
The experience of private insurance
companies in this type of coverage has
been most unfavorable. Claims increased
by leaps and bounds during periods when
unemployment was high and were
sharply reduced In times of full employment.
The determination of when a worker
is totally disabled is a marginal one. It
is usually a question of judgment. The
theory of the insurance system is that
benefits are a matter of right. Would
not everyone feel that having paid the
Insurance premium he was entitled to
these benefits, even if only slightly disabled? A permanent lifetime pension is
so attractive that it would be difficult for
many workers to resist the temptation to
try to make out that they were disabled
in order to get the benefits which they
felt that they had paid for through their
pay-roll taxes.
There are other items in the bill approved by the committee which I ques.
tion.
A lump sum payment for all who die,
of three times the primary benefit, is
provided. Under present law lump-sum
payments are only granted to those who
have no survivors. This was originally
put Into the law because it was felt that
those who had paid the tax and would
receive no benefits should at least get
something back. This new provision has
been characterized as being the "grave"
part of protection from "cradle-to-thegrave."
Of course, in most cases the money will
In no way benefit survivors, but it will
only benefit undertakers. If we are goIng to make these payments, why do we
limit them to funeral expenses? Why not
expenses of the last illness?
It seems to me that this lump-sum
payment changes the whole philosophy
of OASI and that this provision in the
bill should be eliminated,
I hope that the old-age assistance program will gradually taper off as more and
more people become qualified under
OASI. I hope that some day as all the
gainfully employed become covered by
the Insurance system that old-age assistance, as far as the Federal Government is concerned, can be completely
abolished and that the few cases where
assistance is needed will be taken care of
by the States.
I was hopeful that such an eventuality
might occur in about 15 years. However,
the failure of the committee to include
farmers and farm labor puts this far in
the future.
The cost of the proposed program Is
tremendous. Additional benefits which
we have granted under the assistance
programs will.-amount to $256,000,000
annually. It Is difficult to place this
annual drain on the taxpayers especially

at a time when the budget is so out of
balance, but it seems to me that these
new benefits are so desirable that I am
glad to support these provisions of the
proposed law.
When we come to considering the cost
of the old-age and survivors program
you reach figures that are so astronomical that they are frightening.
We must remember that the taxes necessary to carry our social-security program must be borne by those who are
working, by the producers. They must
carry those who are not producing.
Today the working population is estimated to be approximately 64.000,000, or
about 43 percent of our population.
With the probable increase in the number of our aged which all experts envision, this proportion will probably soon
drop to about 40 percent. We cannot
place too heavy a burden upon them.
If all the programs recommended by
the Administration were adopted, the
over-all cost of all social security, penslons, health and welfare programs
would amount, within the next few
decades, to somewhere between thirty or
forty billion dollars a year.
Add this to our present budget, and
you can see that It is proposed to take
from our producers a total of from seventy to eighty billion dollars, and this
sum does not include State and municipal
taxes.
No nation In the past has been able to
survive and maintain a sound currency
with any suchi rate of taxation. The
only way that It could be carried would
be through inflation, and devaluation in
the buying power of the dollar. But if
this occurred, beneficiaries would demand-and rightly be entitled to-more
benefits. Thus, the merry-go-round
would start up again.
We must stop, look, and listen. In expanding social security we must advance
cautiously.
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. KEAN. I yield to the gentleman
from Arkansas.
Mr. MILLS. I am particularly interested in the gentleman's bill, H. R. 6297,
in view of the statement made by the
gentleman from Nebraska [Mr. CURTIS],
that this bill might well be the motion
to recommit offered from the minority
side. Am I correct in my understanding
of the gentleman's bill that It embodies
practically all of the features of H. R.
6000, the majority bill, with the exception of the recommendations contained
on page 158 of the report; that Is, the
summary of the minority position.
Mr. KEAN. Plus the tax feature.
Mr. MILLS. Yes; I was coming to
that. Under the bill H. R. 6297, what is
the estimate of the net level premium
cost?
Mr. KEAN. 5.45.
Mr. MILLS . Which Is about seventenths of 1 percent under the cost of the
bill. H. R. 6000, 6.15 percent.
Mr. KEAN. That is correct,
Mr. MILLS. The gentleman fixes the
tax, therefore, at a maximum of 6 percent
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In 1980. In the course of reducing the
cost below the cost of the committee bill
you do four or five different things. First
of all, you Increase the cost by contin
ulng the wage base at $3,000, whereas
the committee bill proposes to increase
that base to $3,600.
Mr. KEAN. That Is correct.
Mr. MILLS. That action by Itself
raises the level premium cost of the pro
gramn.
Mr. KEAN. That is correct.
Mr. MILLS. You eliminate the Incre
ment, however, which is eight-tenths of
1 percent.
Mr. KEAN. This saves $800,000000.
Mr. MILLS. Then you change the
method of computing the wage base.
Mr. KEAN. Which increases the cost
by $600,000,000.
Mr. MILLS. By $600,000,000.
Mr. KEAN. And benefit., go to the
right people.
MrMIL.TethgnlmaI
creasesLthe numer ofedoesticlervantsn
who would be brought under the pro
gram from the number involved In the
committee bill of about 950,000 to ap
proximately how many?
Mr. KEAN. About 2,000,000 in all.
Mr. MILLS. Adtwo milon.
t
est
Mr.swhoA
Aned
ithaot.
as
ost
thos whLSo nedimost.msnertn
mr. MILLSaD
not
mrun
isuthgndlersan
me;. I amnoterguytringwt the gentle-t
what the bill does. The gentleman
would then place under social security
1,100,000 more than the committee bill
wudpaeudrsca
euiy
would plae uendlermocal seroity.aro
hibition In his bill against those who are
locally employed by municipal or State
governments and who are already in
cluded under a pension plan being in
cluded In the program by any action,
even though more than two-thirds of
suh employees may desire to have social
suecrtcoea.
Mr. KEAN. Correct.
Mr. MILLS. They cannot come in at
all.
Then the gentleman eliminates the ex
tension of title II social security cover
age to residents of Puerto Rico and the
Virgin Islands.
Mr. KEAN. Correct.
Mr. MILLS. Those are the primary
changes between this bill, H. R. 6297, and
the committee bill?
Mr. KEAN. No. The gentleman left
out the permanent and total disability
under the insurance program and the
definition of employee which we Were
talking about with the gentleman from
Ohio [Mr. JENKINS], paragraph 4.
Mr. MILLS. The gentleman leaves
out paragraph 4 of the language defining
the term "employee"?
Mr. KEAN. Right.
Mr. MILLS. How many people would
that exclude as employees as compared
to the language in the committee bill?
Mr. KEAN. It would not exclude
any. All It does Is give a determina
tion by law as to who should pay the
tax, Instead of putting that up to the
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the State and local people will police
Social Security Administrator and the
those payments so that they are not givTreasury to decide,
Mr. MILLS. But the gentleman Is en to people who are not entitled to them.
Mr. MILLS. The gentleman thinks a
satisfied with the first three paragraphs
of the committee definition of the term better Job will be done if it Is left to public assistance?
"employee"?
Mr. KEAN. Yes.
Mr. KEAN. I am not a lawyer. MY
Mr. MILLS. And less expensive?
best advice is that it is correct, but I
Mr. KEAN. Yes.
am not a lawyer, so the gentleman will
Mr. JOHNSON. In your bill do you
have to ask somebody else about the
have a simpler definition of the word
details of that one.
"employee" than they haye in the cornMr. MILLS. Then, of course, the genmsittee bill?
tlemsan's proposition does eliminate this
Mr. KEAN. Yes; we lef tout that e
matter of total and permanent disamarkably complicated definition based
bility?
Mr. KEAN. In the insurance program. on the Supreme Court decision.
Mr. JOHNSON. And the courts will
Mr. MILLS. In the insurance profinally resolve the twilight cases?
gram, but retains it for the public-asMr. KEAN. Yes.
sistance Program?
Mr. MILLS. Mr. Chairman, will the
Mr. KEAN. That is right.
gentleman yield?
Mr. MTIL.
So that it is the gentleMr. KEAN. I yield,
man's philosophy, then, that these peoMr. MILLS. Mr. Chairman, I could
ple who become totally and permanently
not let this colloquy come to an end after
disabled should be taken care of by the
public treasury of the Federal and State having asked the gentleman to yield in
governments rather than being taken this extended manner, without recalling
care of out of this fund into which they to the membership the very fine cooperative spirit the gentleman from New
pay from their wages?
M.KEAN. At the moment, yes. Jersey manifested In committee. He
is one of the best-informed men with
Dosntthretemnblev.ti
question whether we should take the whom I have discussed social-security
money from the trust fund which has questions. I take my hat off to him.
been contributed by people for protec- I know of his deep and abiding interest
tion in their old age and give It to the in the welfare of the very people affected
disabled, which may cost two or three by this bill. The gentleman has placed
his finger on the real differences which
billion dollars? We do not know what
arose in the committee. He has called
it is going to cot.
he entema knwsattention to the primary differences and
Mr.MILS.
those are matters which the House will
gentlmemndeknow
Mr. hetaIS.eThe
M
ntefnl
byI hv ops ugeto
thtthe omtaxe incruease reommendedf
hv tor palysss jugmntoninte inlhlra
cofmitte inclluderths one-hafic
thercn
gentleman is striving, as the genposeThe
tleman from Arkansas has strived, to
Wta
posKe?
N tsotnuh
down the cost of this program. I
Mr tKA.
sno eogh Wt alhold
due respect to our actuary, I am not sure take issue with the gentleman as to the
method of holding down the cost of this
that that Is enough,
Mr. MILLS. The gentleman says that program. But I certainly must pay him
by eliminating disability from title II we a well-deserved tribute for his knowlcan save around a billion dollars a year edge and the fine work that he has done
in the future. How much can we save on this bill.
Mr. KEAN. Mr. Chairman, I want to
when we put all of these disabled cases
reciprocate and say that the gentleman
on public assistance?
from Arkansas was always one who was
Mr. KEAN. Does the gentleman believe the permanently and totally dis- striving in committee to write a sound
abled who are in need now are not being bill. He has a very great knowledge of
his subject. It was always a pleasure
taken care of by their local communities?
to work with him.
All we are doing is helping the local comMr. DOLLIVER. Mr. Chairman, will
munities, so the local communities can
pay more. Today what is happening Is the gentleman yield?
Mr. KEAN. I yield.
that the local communities are only'payMr. DOLLIVER. The gentleman made
mut
otee
inoesal2 r
permanently and totally disabled. The some remarks earlier in his speech concerning the cost of this program as pres-.
same people will be taken care of under
ently written, both in the gentleman's
this kind of Federal Government contribution. They will get twice what they are proposed substitute and the committee
getting, and they will be able to live In aL bill as it aff ects the farmer. It evidently
is the gentleman's feeling that at this
decent way.
Mr. MILLS. The gentleman from New time the farmers cannot be Included
Jersey and the gentleman from Arkansas either in his bill or in the committee bill,
Mr. KEAN. That Is correct.
are both in favor of extending public asMr. DOLLIVER. Will the gentleman
sistance to these totally and permanently
develop that thought a little to explain
disabled cases,
why It is that this burden is upon the
Mr. KEAN. Yes,
MreapeM'-A my point is this: is it farmer and they are not aware of it?
Mr. KEAN. The reason is that the
cheper do t hat way than it is to
cost of the social-wsecurity program Is
do it the way the committee Provides?
Mr. KEAN. Very much cheaper, be- added to the cost of the goods that the
cause It goes only to those in need, and farmers buy,
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Mr. DOLLIVER. It is indirect, rather
than a direct tax?
Mr. KEAN. It is indirect. Every time
the farmer buys a tractor he Is paying
for the social security of all the workers
In the factory that made the tractor.
That is one thing.
Then the second thing is that the
burden of old-age assistance is so great
in those States where they have a lot of
farmers that they are paying an inordi
nately high tax.
Mr. DOLLIVER. But that for the most
part is going to their own People, Is
It not?
Mr. KEAN. It Is going to their own
people; that is correct.
Mr. DOLLIVER. In other words, they
are paying for old-age assistance by way
of taxation to people locally rather than
sending It to the Social Security Board
by way of a pay-roll tax.
Mr. KEAN. That Is right.
Mr. DOLLIVER. Can the gentleman
give us any idea h,,w those two figures
M~ght compare; that is, the amount they
might have to pay in pay-roll taxes if the
agricultural elements of the country were
coered, and the relative amount they
wolhaetpyfrod-gasi
ance?
Mr. KEAN. No: I do not think I can
give those figures.
Mr. DOLLIVER. Are there any fig
ures available with respect to that, or
are there any estimates?
Mr. KEAN. I do not think so. Of
course, 45 Percent of the farmers have
led
adsca-euiytxsoto
outeo
l
ypaid socal-ecrigtaytaxes
cause they have gone to work in the
towns, for example, for a short time.
Some may have gone to clerk In a store
for a little while. Somne of them have
had war work and worked in a factory
for a short time. Somne of their sons
have gone to the city for a year or so,
and then have gone back on the farms.
As a result 45 percent of the farmers
have already had some social-security
coverage, but they are never going to get
a nickel back In the way of benefit from
what they have paid in.
Mr. DOLLIVER. Why is that?
Mr. KEAN. Because they have paid
so little that they cannot qualify.
Mr. DOLLIVER. In other words, that
sta
t
a asd
cvrg
Movr.gKEaN. Yapes; ist has laped
Mr. HLESELTON. Mr. Chairman, will
the gentleman yield?
r EN.Iyed
M.KA.Iyed
Mi. HESELTON. I would like to ask
the gentleman two questions. The sec
ond one possibly should be addressed to
a member of the majority rather than
to a member of the minority. I have a
Coinnunication from a constituent who
advises me that they have several Indi
viduals who represent them in selling
their products on a straight commission
basis. They say these Individuals act as
Independent contractors Insofar as we
have always interpreted it. because they
represent not only us but in several cases
three or four other concerns. He has
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asked me whether or not, under H. R.
6000, those individuals will be covered,
Mr. KEANq. The self-employed are
covered. I should think they would be
Independent contractors and would be
self-employed,
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. KEAN. I yield.
Mr. MILLS. I think the gentleman
from Massachusetts [Mr. HESELTON]
would have to submit a few more facts to
the gentleman from New Jersey [Mr.
KEAN] before he could give you a concrete answer. House-to-house salesmen
of the type you are talking about are
specifically excluded. We had testimony
before our committee that It would be
practically Impossible to collect the tax.
Mr. HESELTON. If the gentleman
will let me add this further statement,
that this Is an industrial concern which
has these salesmen, selling their products In large amounts.
Mr. MILLS. And they are paid on a
commission basis?
Mr. HESELTON. That Is right.
Mr. MILLS. As outside salesmen
working either f or a manufacturer or
wholesaler, they would be included under
the definition of the term "employee" in
the bill, on the basis of the Information which the gentleman submits, either
under paragraph 3 or paragraph 4. Even
though paid on a commission basis, such
salesmen would be included, depending
upon the presence of the other factors
listed in these two paragraphs.
Mr. HESELTON. And under the gentleman's bill they would not be included,
by reason of the definition in the gentleman's bill?
Mr. MILLS. The gentleman from New
Jersey accepts the definition as to paragraphs 1, 2, and 3. and the gentleman's
situation would be included under paragraph 3, as well as paragraph 4.
Mr. HESELTON. Then, how will this
operate In terms of the payment of the
tax? Assume that these salesmen earn
$3,600 from each of these concerns?
Each of the concerns are required to file
a return and pay a tax,
Mr. MILLS. That is right,
Mr. NIESELTON. How would they deterniine who would get a refund and
what they would get?
Mr. KEAN. Why a refund?
Mr. HESELTON. Certainly he is not
going to be able to collect on five times
3,60.
itotheTresur,t
e hs pid
3,60. th
H ha
pai itint
Tresur,
but he cannot get it out.
Mr. KEAN. That is right. He should
be entitled to a refund. You are correct. But how could we go about it, if
he was working for all three at the
same time? The gentleman from ArkanSas [Mr. MILLS] seems to think he knows.
Mr. MILLS. It is my understanding
of existing law, which Is not affected In
this respect, if this Individual Is workIng for three employers, all three of the
employers will be called upon to pay
a tax. No one of the three employers,
even though the over-all amount may
exceed $3,600 wage, would be entitled to
a return. The employee, however, is per-
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mitted to receive a refund on that part So I feel sure that it Is a goad bill. There
of his salary in excess of $3,600.
may be some differences of opinion. It
Mr. HESELTON. Then I am correct did not suit me in every respect; I wanted
in stating that this concern might have to include farmers and domestics and all
to pay anywhere from three to fifteen self-employed. But it was the best we
times, and there is no way, under the
could get under 'the circumstances, and
bill, by which they can reclaim from I hope It will receive a good heavy sup
the Treasury money that will never be porting vote.
of any benefit to the employee.
I thank the gentleman.
Mr. MILLS. That is in existing law, I
The CHAIRMAN. The gentleman
might say.
from New Jersey has consumed 45
Mr. EBERHARTER. Mr. Chairman, minutes.
will the gentleman yield to me?
Mr. WOODRUFF. Mr. Chairman, I
Mr. KEAN. I yield,
yield to the gentleman from Oregon [Mr.
Mr. EBERHARTER. This definition ANGELL] such time as he may desire.
of "employee" takes into account seven
Mr. ANGELL. Mr. Chairman, as one
or eight different factors. I do not think of the authors of the Townsend legisla
members of the committee should be tion In the House, H. R. 2136, I deeply
asked to say definitely whether, under a regret that the Rules Committee saw fit
few facts given, a person can be classi- to present this legislation, H. R. 6000,
fled as an employee.
under a so-called closed or gag rule.
Mr. KEAN. That is right. You cannot This procedure will compel the House to
do It.
swallow the bill as is without amend
Mr. EBERHARTER. You have to ment.
know all the facts before you can make
The bill does help the insured and dis
a decision.
abled but it does not offer any substan
Mr. KEAN. That Is right.
tial relief to the aged citizens of America
Mr. EBERHARTER. I want to say who have not been able or who will not be
this further. I am delighted that so able to qualify as a covered employee
many Members were present when the under the social-security program except
gentleman spoke, because I agree heartthose in a few favored States. Even
Ily with what the gentleman from New with the amendments proposed In H. R.
Jersey [Mr. KEAN] has said about the 6000 millions of our elderly citizens are
gentleman from Arkansas [Mr. MILLS]
without the mantle of protection under
and what the gentleman from Arkansas
this latv. Under the philosophy of the
has said about the gentleman from New present social-security law it was be
Jersey with respect to the intense inter- lieved that as time passed It would cover
est they took In this measure. I am de- most of our elderly citizens needing aid.
lighted that the gentleman from New However, the law has been In effect over
Jersey [Mr. KEAN] indicated that he
10 years and experience under It shows
wanted more extended coverage. That that this philosophy was false and that
matter, particularly the matter of the the breach is widening between those
Inclusion of farmers and farm laborers covered and those not covered by the law,
was certainly not a partisan question In the majority being left without its pro
the committee. As far as I am con- tection. In October of last year the
cerned, I am thoroughly in agreement
number granted cash on the basis of need
with the position of the gentleman from was 2,469,372 as against only 1,016,303
New Jersey that the farmers, the doc- retired workers receiving old-age in
tors, the dentists, and lawyers should be surance.
included, and we should not have made
It is significant that the fact-finding
those exclusions,
board appointed by the President re
I further want to state there are other cently to consider the wage dispute be
members of the majority who feel the tween the United States Steel Corp. and
same as I do. I further want to state Its workers reported as follows:
to the gentleman that I agree with him
The concept of providing social Insurance
that it was a mistake when we froze the and pensions for workers In Industry has be
tax in the first place. I do not, of course, come an accepted part of modern American
blame the majority for that because dur- thinking. Unless Government provides such
Ing those days the minority party voted insurance in adequate amount, Industry
almost solidly for that freezing of the should step in to fill the gap.
tx.
ut
ws aaint
i al th tie.
Government
*
has failed to pro
tx.
ut IwasaganstIt al te tme.vide social insurance for Industrial workers
This colloquy here, however, between the generally, and has supplied old-age-retire
gentleman from New Jersey and the genment benefits in amounts which are not ade
tleman from Arkansas will indicate, I quate to provide an American minimum
believe, to the Members here how con- standard of living.
fused this subject is and how differences
Ti si
iewt
h idnso
of opinion occur. It is not particularly a many cmIssionslnwtand socdia-secuit
partisan question; it Is really a very immn
omsin
n
oilscrt
portant question to be decided. This experts who have considered the problem
bill, as the chairman has said, is not the of social security not only for workers
product of one mind; it is the product of but for the aged, handicapped, and dis
all the members of the committee.. I abled. Ex-President Hoover, Chairman
venture to say that the bill contains a of the Commission for the Organization
suggestion from every member of the of the Executive Department, in consid
committee, both minority and majority. ering this important problem in a letter
It was not a bill that was pushed out to the gentleman from North Carolina,
because of votes on one side or the other. Chairman DoUGHTON, of the Ways and
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Means Committee, under date of AprIl 8.
1949, said:
I wish to sany at once that I strongly favor

OCTOBER 4

state, fails to provide the minimum of
social security insuring shelter, food, and
medical care for America's aged. This

labor force has risen from 32,800,000 to
over 80,000,000, almost double. Since
population has been Increasing during

fohaftewrdbsdscantbex

polmudrrpiycagngod

Government provision for protection of the
aged and their dependents.
The problem before the Nation Is to obtain a workable system, with a minimum Of
administrative cost, a mininmum Of bureaucracy, adjusted to the economic strength of

great Nation, with the greatest productive power of any nation throughout all
history, with the facilities, manpower,
and know-how to produce the necessities
of life not only for our own people but
frhl
h
ollbsds
antb
x

curity to this group. In my view, we have
not yet found that system.
I should like to make two general observations:
1.There is an Illusion about the whole Federal old-age and survivors Insurance. Because the taxes on pay rolls are paid Into a
trust fund and paid out without appropriation by Congress, there is an Idea that these
are neither taxes nor Federal expenditures.
They are just as much a burden upon our
national economy as any other tax or any
other Government expenditure. Also, payroll taxes, however justifiable, are, like all
other taxes, a burden on the standard of livIng of the whole Nation. Aconsiderable part
of the pay-roll taxes paid by employers In
the long run is passed to the people as a
whole in prices, and a considerable part of
the taxes paid by wage earners Is passed on
by demands for Increased wages.
2. The old-age problem has been thrust
upon the Federal Government largely by the
great Increase In longevity. Its dimensions
are Indicated by the fact that there will be
by 1950 about 11,000,000 persons over 68 years
of age. They will Increase In numbers absolutely and relatively, both with the Increase
In population and with the constantly advancing protections to health,

cuised for Its neglect of Its aged citizens. tions.
It has taxed its people to send overseas
The young and vigorous are on the
since the war ended over *21,000,000,000
pay rolls of this machine age and the el
to help to rehabilitate the nations Of the
derly citizens are relegated! to the side
Old World and thereby insure a stable lines. As a result of this maladjust
and peaceful world and protect our own ment, we find the aged unemployed in
country, yet it falters in meeting Its re- creasing in numbers and in want, and
spniityfrisaeciiesahoe
wereaed ihtepobmofoil
psbliyfrisaeciiesaho
.wereaedittepolmofoil
This bill, H. R. 6000, we are considersecurity to meet the needs for livelihood
Ing seeks to amend and extend social of this large group.
security for the employed and disabled
To meet this problem the Congress
but continues to leave unprotected the
passed Public Law 271 in the Seventymillions of other aged citizens in need fourth Congress, setting up a social-se
who cannot qualify as employees under curity program not only for the aged but
~frtebid
eedncipe
hl
h
ntdSae
santonIwit
fdrenhealndwt eenertai
assistaned
toil
ThUntdSaeisantowth
rnnd
ihcranassaceo
only one-sixteenth of the earth's populamaternal and child welfare and public
tion and only 6 percent of the world's health. The Seventy-sixth Congress
area, but it produces nearly seven-sixmade extensive amendments to the law,
teenths of the world's goods. Our people and as a result we now have two major
own 46 percent of the world's electric programs governing social securitypower, 48 percent of its radios, 54 percent
title I, providing grants to States for oldo h
oftetelephones, 59 percent of Its steel age assistance, and title II, setting up a
capacity, 60 percent of its life Insurance,
program for Federal old-age and sur
85 percent of its automobiles, with the vivors Insurance benefits. For over 10
most schools, the most churches, and the years now these laws have been in opera
best health record. Yet we refuse to tion, and we find that they fail, in many

the country which gives an assurance of se-

Recently, Mr. Arthur J7.Aitmeyer, Coin-

missioner of the Social Security AdminIstration, said:
Whn
h Sc~lSeurt At a pssi
WethSoilScrtAcwapasd
in 1935, the basic idea was that contributory
social Insurance would be a first line of defense against destitution. It was expected
that, as time went on, Federal and State
governments would have less and less of a
burden under the public-assistance laws. Today, however, the number of needy persons
receiving public assistance Is greater than
It has been at any time since the passage of
the Social Security Act. Moreover, the number of aged persons receiving public assistance is nearly twice as great as the number
of persons receiving benefits under the Federl
adsuvior
ldag
isracesyte.
It is also true that the largest proportion
of persons receiving what we call general
assistance, as distinguished from old-age as
sistance, aid to the blind and aid to dependent children, consists of persons who are
suffering from physical disability. If our
social-insurance system covered disability, we
would be able to reduce considerably the burden on States and localities for providnths
general assistance,.igti
Mr. Chairman, while this bill, H. R.
6000. does extend Its coverage to give
protection to a large number of employees not now covered, It is wholly lacking
In providing security for the elderly citizens of America who are not able to qualify as an insured employee. This group

is a large one. It Is for those I plead.
Every State in the Union has a long list
of elderly people knocking in vain at the
doors of public-welfare offices seeking
some Protection under the social-security
law. To a large extent their cries are
going unheeded by reason of the fact
that existing legislation, Federal and

provide meager subsistence for millions

of our aged in need.
Mr. Chairman, I will repeat some of
the
I presented
thepropoWays
and arguments
Means Committee
whentothe
nents of the Townsend legislation were
granted a hearing on March 14 of this
year In which I discussed the merits of
the Townsend legislation and compared
its provisions and objectives with those
of the existing social-security plan which
H .60
ek oaedadetn.
As a Member of Congress for over 10
years I have been deeply interested In
old-age and disability security, and am
the author of H. R. 2136.
We In America can be Justly proud of
our achievements in the development of
our Industrial production which enables
us to stand In the forefront of all nations
In the ability to produce food, clothing,
shelter, and other necessities of life in
abundance, not only for our own people
but to help other nations In need. This
wsamorfcoInwnigtewr
a
ao atri
inn hewr
However, with machine labor and mass
production, we have found that the elderly people In America, by reason of the
very success we have achieved in production, are outcasts and have been deprived
of remunerative employment in their declining years.
Existing social and economic conditions force upon us the complex question
of security, for the Individual In our mod-

em industrial civilization, Since 1919
the number of self-employed Individuals
in the United States, including farmers,
has remained fairly constant at about
9 or 10 million. During the same Period
the number of employees in the American

this entire period, the percentage of self
employed persons in the United States
has declined from about 22 percent in
1919 to about 16.6 percent In 1948. In
other words, we are facing an age-old
rbe
ne ail
hnigcni

important particulars, to meet the prob

lems we are seeking to solve in providing
adequate social security for the aged and
disabled.
TeAvsr
oni
nSca eu
TeAvsr
oni
nSca eu
rity to the Senate Committee on Finance
made its report and recommendations
last year. The council consisted of 18
outstanding leaders, representing prac
tically all segments of our industrial and
sca ie
hi eomnain
r
sca ie
hi eomnain
r
sgiiatI
htte
on u h e
ficiencies of the existing program for so
cial insurance. The council found three
mjrdfcece
nti
l-g
n
survors
deinsurncies prthsogr
-amwhc In
quote verbatim:
1 ndqaecvrg-ol
bu he
ou.oIaequativ jbsae
coverageony
bou three
program.
2. Unduly restrictive eligibility require
ments for old workers-largely because of
these restrictions, only about 20 percent of
those aged 65 or over are either Insured or
rcivgbnftsuerhepga.
eevn
eeisudrteporm
S. Inadequate benefits--retirement bene
fits at the end of 1947 averaged S25 a month
for a single person.
In order to remedy these deficiencies,
this advisory council recommended that
the coverage be extended to Include the
self-employed, farm workers, household
workers, employees of nonprofit Institu
tions. Federal civilian employees, railroad
employees, members of the armed serv

ices, and employees of State and local
governments, all of which are now ex
cluded from the benefits of the act. The
council further recommended extending
greater liberality In eligibility and In
creased beneflis and survivors' protec

1949

CONGRESSIONAL RECORD-HOUSE

13841

ployment are not covered by the system;
Ing grants to States for old-age assisttion. The findings of this council clearand of the 78,700,000 living persons with
ance without contribution,
ly disclose that the present social-secuThis is a noncontributory State sys- OASI. wage credits at the end of 1948,
rity program is basically inadequate and
about 40,500,000 were neither fully nor
tern, aided by Federal grants, under
must be completely overhauled or supcurrently insured on the basis of their
which payments are made to beneficiplanted by a more effective program,
aries on a basis of need In an amount wage records, and hence were not pro
There were more than 100 bills pendfixed by State law. The State programs, tected under the programs. In the Fed
ing in the Eightieth Congress proposing
eral Security Agency, Social Security
though they must conform to the rechanges In the social-security law. SevAdministration, Annual Report, 1947,
quirements of title I of the Social Secueral sought to Increase old-age and survivors Insurance. Forty-one urged in- rity Act, differ widely in type from State section 1, page 7, 18, 39, it Is said:
Under our present provisions it would be
creases in old-age assistance. Thirteen to State.
The philosophy and objectives of the ponsible for an individual to work at name
dealt with aid to dependent children.
Townsend proposal as compared with time during the course of his working life
These all pointed to the inadequacy of
In john covered by Federal old-age and sur
the philosophy and objectives of the exthe present system and the need for drastic changes or the enactment of a new isting system have much In common, vivorn Insurance, the Railroad Retirement
Act, the civil Service Retirement Act, and
bu thee ae mrkeddiferenes.The
plan
anStaten orlocalty
etrmnplangof
othe
Acodn
Townsend proposal would give recogniI will discuss some of the failings Of
timinglo nuc
tion to the past labors of the aged and Acclordingto, the length andom
the present system of old-age security
would offer them dividends from the remployrtirments h eefmigtsbne omeelgil tor
and compare it with the proposal emor all of these plans. Another man, with
wealth they helped to create. It would
bodied in H. R. 2135 and H. R. 2135.
give this as a matter of right without any similar earnings under several of the pro
The problem of caring for the aged, the
grams. may go through a working life with
disabled, and dependent children, as direct relation to specific monetary conout ever acquiring retirement rights under
trbutlns.Theexitingoldageand
i theeyeo
seentody
ofproonens
giv-aes bene- any. Conceivably the survivorn of a worker
tsthatsrvivorinsurane programg
thee townsend plan adyeothrooers,
who dies might be eligible for benefits under
ad
suvivrs nsurnceproramgivs bne
the ohers
ownendpla,
istha
fits as a matter of right but ties them a Federal old-age and survivors insurance
there are millions of such persons in need
among us who are not now, and cannot in to a principle of insurance-something Isystemn as well as under a State workmen's
that each prospective annuitant and his compensation law and under general veter
the future, be cared for in an honorable
employer buys as he participates in the ans' legislation. Another family, equally in
and Just way by the present system of
productive processes of the country, need of income to replace the father's earn
social security. Under this system, milFinally, old-age assistance is provided to ings, may have had no opportunity to gain
lions of old people receive either no support or hopelessly Inadequate support, the aged who, because of the lateness ofprtcinudrayothspogm.
No Federal provision Is made to care
The system which has been set up Is ex- starting the program of old-age and surfor the disabled other than the needy
tremely coemplicated. To supply these vivors insurance or because of Inadedeficiencies we propose H. R. 2135 and quate coverage or benefits, are in need blind. In the same report, pages 21 and
22. It is said:
and should be helped.
H. R. 2136.
The United States is unique among major
Townsend plan: Annuities should be
In the Eighty-first Congress, several
industrial nations in its lack of a general
bills Identical in language, propose the offered with neither the stigma of chardisability insurance system. Compensation
Townsend Plan. They are H. R. 2135, ity nor the aroma of poverty. They
for wage loss due to incapacity is confined
should be offered as a matter of right as
BLATNIK; H. R. 2136, ANGELL: H. R. 2677,
in this country to work-connected acci
dividends from the national wealth the
WiTHRow; H. R. 2743, VAN ZANDT; H.- R.
dents or diseases in Industry and commerce,
aged have helped to create. The system
2792. PETERSON.
to service In the armed forces, and to em
should be one to replace the complicated,
noncontribuThis is a self-financing
of
ployment In the railroad Industry or by gov
poviion
aritrry, nd neqitale
sste
toryretremnt
uner hichben
ernment. Two States provide benefits for
nd neqitale poviion Of
sste
aritrry,
toryretremnt
uner hichben
temporary disability under arrangements
the existing law. It should be one which
eficiaries will receive annuities as a matsimilar to unemployment Insurance and
will have a stimulative effect upon our
ter of right without reference to need or
with the same coverage. In June 1947 these
economy and one which will help to make
prior contributions. It is Nation-wide
available jobs to all the young who Will special systems, in the aggregate, reached
and covers all citizens 60 years of age or
very few of the 2.000.000 to 2,500,000 per
replace the aged as the latter move into
over. it is a pay-as-you-go system. Ansons disabled on an average day and recently
retirement at a decent standard of living.
nuities will be paid currently out of curOnly noncontributory pensions will inpacthe labor fore, whobutfor thekingwrk.n
rently raised revenues. Sums received
ok
ekn
ewrigo
ol
cpct
meet the needs of those now grown old
by annuitants must be spent within 30
The Social Security Administration In
who are in need because of past neglect
days. The existing system of old-age
this report. pages 1 to 63, concedes the
In providing an adequate contributory
and survivors Insurance and old-age assistance is abolished, together with the retirement system. Since at the time limitations of the present law and
strongly urges extension of coverage.
pay-roll tax for financing old-age and the system was adopted most of the
The present law was and continues to
States were financially unable to assume
survivors Insurance.
OASI, United States Code, title 26, the burden of so many aged who moved be considered simply as a cornerstone
onto Federal relief rolls; it was deemed of a structure which was to be expanded.
sections 1400-1432; title 42, sections 401Approach has been piecemeal and dic
proper to continue to provide Federal
410a, is a self-financing contributory
aid to States to provide relief to those tated by practical considerations. There
Federal retirement system under which
has been the fear that in attempting to
aged who were In need,
the insured and their dependent surviaccomplish too much all would be lost.
Much of the argument In support of
vors receive annuities as a matter of
Under the existing law under old-age
right in an amount which depends on the Townsend plan stems from the limand survivors Insurance ithe average
Ited coverage and inadequate benefits of
the length of the period of membership In
benefits are approximately $25 per
the present system. For example, most
the system and the amount of wages received by the insured during such period, of today's aged who are not working left month according to the latest data avail
able from Social Security records. To
It is a system under which a reserve Is the labor force before they could build up
rights to benefits under OASI. And even obtain this payment the worker and the
built up against the accumulating liabilemployer would have to make contribu
Ities for persons who will retire in later among the young and still employed,
years. The reserve, however, is more in under the present OASI system, there Is tions over a long period of time. On the
other hand the average of old-age as
the nature of a contingency reserve than no coverage for Jobs in agriculture, dosistance-not available to those under
mestic service In private homes, Federal,
a full reserve. Individual accounts are
the retirement plan but given only on a
State, and local government employees,
kept for each worker.
United States Code, title 42, sections and workers in religious, charitable, and claim of need-was some $16 more per
certain other nonprofit organizations, the month than the old-age and survivors
301-306, 601-606, 1201-1206, contains
self-employed, and others as well. About insurance Payments. According to late
provisions corresponding to those profigures payments In Colorado reached
one-third of the workers engaged In emvided under the Townsend proposal gIv-
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Ing the attention and deliberation of
highly trained actuaries. Great shelves
are being filled with volumes of statistics, weighted averages, median lines,
maximums, minimums. Involved and Intricate forms. At the end, what happens? At the end, the average worker
comes out with about $25 a month, far
less than he would get if he were under
This
the old-age assistance program.
plan actually contemplates that these
actuarial calculations will become effective against a boy 16 years of age who
Is In a covered occupation, and that for
50 years, until he Is 65 years of age, the
Social Security Board will keep track of
his employers and of the tax payments
made from his wages; also of his wife,
his children, his job, and his compensation; and then, as a result of those calculations, It will determine what that
young man will receive 50 years from
now.
In other words, these actuarial
calculators are now calculating whether
50 years from now that boy will get
$10.50, or $19, or $20. In the next 10
or 20 years we are going to have crisis
after crisis; what these crises may be, no
one can readily predict; but certain it is
that many of them will bring widespread
And here is a
economic dislocation.
group of men who solemnly assert that
by means of this actuarial system they
are at this time determining how much
workers will be paid 10 to 20 to 50 or even
100 years from now. The sad and
pathetic aspect of it is that these payments will amount to only approximately
$10 a month, which is the minimum, or
up to approximately $60 a month, which
Is the maximum. As a matter of fact,
egrad~
amnsaes
ths

zens who apply for the annuities, It is
not possible to determine with any de
gree of accuracy what these payments
would be without knowing the national
gross Income and the number of recipi
ents. However, amounts payable under
the Townsend plan will be found by sub.
tracting administrative costs from tax
receipts and dividing by number of bene
ficiaries. Proponents of the plan have
variously estimated the benefits that
would be payable monthly.
At the present time old-age-asslstance
payments are financed through congres
sional and State, and sometimes local,
appropriations. No special Federal levy
Is made to finance the Federal share.
Payments to the recipients are actually
made by the States. The Federal con
tribution for payments to the aged and
blind is three-fourths of the first $20,
plus one-half of the remainder up to $50.
It is three-fourths -of the first $12 for
each child, one-half of the next $15 for
the first child and one-half of the next
$6 for each additional child. The maxi
mum Federal contribution is $50 for the
aged and blind, $27 for the first depend
ent child, and $18 for each additional
child.
Under the Townsend plan, each in
stallment of the annuity received must
be spent within the United States by
the end of 30 days after its receipt. The
Proceeds from the sale of real property
acquired through the use of money re
ceived as an annuity must be spent with
in 6 months. The purpose of this is to
keep the money in circulation, stimulate
the economy, and stabilize production.
There is no comparable provision appli
cable to payments under OASI or publia

human heart. It Is true H. R. 6000 increases these payments, which is comsmendable.
social insurance are for the most part inadeSubject to particular attack has been
quate. The increase in the benefits that
the fact that the average payments unhave occurred have not kept pace with the
as
Ifaoiepthsfratckn
living.
Moreover,
of
Increasedhavcostalead
inicaedonl tree States der public assistance, for which a showof need is required, exceed on the
sonl wgsr-Ing
pravie alroeadyiondagicated,
average payments under OASI toward
sulting from nonindustrial accidents and
which the beneficiaries have actually
diseases. There is no protection under Federal old-age and survivors insurance against made payments as shown In the Social
Security Bulletin, November 1947, pages
permanent total disability. There is no protection under either Federal or State law 34 to 36, and in Social Security' Bulletin,
Otbr14,pg3.Itialooned
against the costs of medical care.

assistance.
Complications involved in the admin
istration of old-age and survivors Insur
ance are frequently pointed to as one
of the arguments against that system.
"Illusory," "sheer fraud," "swindle" are
ter
faoiepthsfratcknterserve. A discussion of this appears in
Legislative Reference Public Affairs Bul
letin No. 46, 1946. Financing Social Se
curity, pages 41-61. A more recent fur
ther attack has been made by John T.
Flynn in his Our Present Dishonest Fed
eral Old-Age Pension Plan, Reader's Di

$67.08, in California $70.55. in Washington $67.11, in my own State of Oregon,
$48.21. It Is thus shown that those receiving assistance who did not contribute to the program received very substantially more than those who through
the years contributed taxes based on
monthly incomes,
It is reported that recipients of relief
now exceed by nearly 1,500,000 the insured workers who are drawing benefits.
In the month of October last the number
granted cash on the basis of need totaled
2,469,372 as against 1,016.303 retired
workers receiving old-age insurance.
This experience is directly opposite to
that contemplated when the Social Security Act was enacted. It was believed
that gradually all old-age beneficiaries
would come under the provisions of the
old-age and survivors insurance program
and those receiving assistance on the
basis of need would be gradually reduced
and eventually eliminated,
Mr. Arthur J. Altmneyer, Commissioner
for Social Security, in an article appearIng in the Social Security Bulletin for
December 1948, said:
Today we have Federal old-age and survivors insurance and a railroad social Insur-

ance system that covers the risk of wage
loss from old age, premature death, tern-

porary and permanent disability, maternity,
and unemployment. We have unemployment insurance laws in all the States and
Territories. We have 1,800 permanent fulltime public employment offices.

We also

have temporary disability laws in three

States, covering loss of wages due to non-

Industrial accident and sickness. Besides
these forms of social Insurance, we have In
effect federally aided State-wide old-age as-

sietance programs In all the States, aid to
dependent children In all States but one,thspamnsreomagrndo
low that they nauseate and sicke2n the
and aid to the blind in all but four

States * * *
Benefits paid under the various forms of

As far as the various forms of public assistance are concerned, the Federal Government hss provided Increased participation In

the costs. This increased participation has
enabled the States to provide more financial
assistance to needy persons than they otherwise would have been able to do. Therefore,
the increase In Federal participation io desirable in itself. At the same time, however,
that more Federal Participation has been
provided in meeting the cost of public assistance, there has been a lopsided developmeat of our total social-security system.
A major defect in the Present system Is
the smallness of Individual payments,
and their inadequacy in Providing aLdecent standard of living. As one of my
colleagues has said, the old-age insurance
program is allegedly based, in respect to
the payments to the recipients, upon the
contributions made by the workers, the
employees, and their employers. A vast
actuarial scheme has been set up, requir-

3
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out that it is rash to attempt to fix by
statute and provide through reserves the
payments that will be paid many years
hence. Changes in the Purchasing power
of the dollar are so great that attempts
of one generation to set minimum decent
standards of living for succeeding genrtoscno

u

rv

rils

n

Just waste motion.
It Is not possible to estimate definitely
the Per capita annuity that would be
available under the Townsend proposal
should It be enacted. Its virtue is Its
elasticity, the monthly payments keepIng pace with the purchasing Power of
the dollar. The tax formula could be
changed by the Congress from time to
time to meet the existing needs. Since
the amount of the monthly payments for
the beneficiaries depends upon the tax
collected and the number of eligible citi-
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4613.
The great objection to the public as
sistance programs Is that, being State
administered, amounts paid vary greatly
not only as between States but also as
between localities within the same State.
prepslso
o
fornegon gwld
cefrnd nons the
pe
the
poreoposawould
ernt anpoblem but
itse
haen somproblem s oft poownltoube
worked out. Some of the foregoing
points I will now consider in further
detail.
The Bureau of Internal Revenue is to
collect the tax under the proposed Town
send plan law. Every person having a
personal income in excess of $250 and
all other persons or corporations having
any gross receipts would be required to
make monthly returns. Much 'of this
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work of collection could be eliminated If
a method of collection at the source were
devised. Another administrative problem would be the sending out of the
checks each month to the pensioners,
A similar problem is now being met under the Social Security Act,
Under old-age and survivors Insurance, the Social Security Administration
in the Federal Security Administration
administers the payment of benefits,
while the Bureau of Internal Revenue
collects the tax. The cost of administering this program is now running
around $50,000,000 per year. Total costs
through 1947 were about 15 percent of
benefits paid out and a little more than
2 percent of total receipts-taxes plus
interest on assets. For the fiscal year
1947, administrative costs were 2.5 percent of receipts and 9.6 percent of benefit payments. Part of the administrative chore Is keeping the wage records of
78,700,000 living persons and determinIng the aL-ount of benefit each-and his
family-is entitled to if and when he or
they become eligible for a benefit payment.
Though old-age and other public assistance plans are State administered,
the Federal Government contributes to
the administrative costs. The contribution is 5 percent of the grant for old-age
assistance and one-half the cost of administering aid to dependent children
and the blind. The total Federal and
State administrative costs in the fiscal
year 1947 ran approximately as follows:
IOld-age assistance. $50,0260,000; dependent children $21,289,000; needy blind
$2,396,000. The costs ran higher for the
year 1948 but th,3 break-down is not yet
available.
Proponents of the Townsend plan believe that the economy of the Nation
will benefit by reason of the expenditure
of the annuity within 30 days after its
receipt. According to the bill (a) the
annuity shall be spent within the confines of the United States, its Territories,
and possessions; (b) each installment of
the annuity shall be spent by the annuitant within 30 days after the time
of its receipt; (c) an annuitant shall not
engage in any occupation, business, or
other activity from which a profit, wage,
or other compensation is realized or attempted, except that nothing in this title
shall be construed to prohibit an annuitant from collecting interest, rents, or
other revenues from his own investments,
No annuitant shall support an ablebodied person in idleness 'er:!ept a
spouse; (c) any sum received by an annuitant which represents the proceeds
of a sale of any real property acquired
through the use of money received as an
annuity under this title shall be expended
by the annuitant within 6 months after
the receipt of such proceeds of such
a sale,
The thought behind this proposal Is
that in the years before the war people
in general tended to hoard their earnings, Consumption did not keep pace
with our ability to produce. The result
was that we had underproduction. underconsumlption, and unemployment,

Under the Townsend plan there will be
no Incentive for elderly people of limited
Income to hoard their meager earnings
as the haunting fear of old age and
destitution will have been removed. The
proceeds of the tax will go to people who
will move out of employment. They will
be required to spend the proceeds of
their annuities within 30 days. This will
stimulate production, production will
promote employment, the younger will
move into jobs vacated by the aged, and
we will have prosperity,
The old-age and survivors insurance
program, being a contributory plan based
upon contributions by both employers
and employees, each paying a tax of 1
percent of the first $3,000 of wages, to be
Increased to 11Y2 percent in 1950-51 and
2 percent thereafter, is, in effect, a tax
on production and a burden on all citizens. The plan gives inadequate relief
to those covered and is unjust to those
not covered. These taxes go into what is
called a trust fund which, on June 30,
1949, amounted to $11,200,000,000. The
Government spends the trust funds as
received for the regular expenses of Gov.
ermient, and replaces the funds with
Government securities bearing interest
paid by the Government, which encourages deficit spending. It follows that
when these funds are needed, in lieu of
the bonds the Government will be obliged
to levy another tax on all taxpayers to
meet the demands upon the fund. Notwithstanding this huge balance in the
trust fund on December 31, 1948, there
had been paid to beneficiaries under the
program up to that date, only $2,328,606 ooo. The cost of administering this
programi is now running approximately
$50,000,000 a year. For the fiscal year
1948 administrative costs were 10.8 percent of the benefit payments. A major
part of the heavy administrative work is
In keeping the wage records of 78,700,000
living people and determining the
amount of benefits each-including his
family-is entitled to if and when he becomes eligible for benefit payments. To
be fully Insured for lifec a worker must
have 40 calendar quarters of covered emMinimum benefits for a
ployment.
worker are $10 a month, and for a worker
and his wife, $15. Maximum benefits
currently paid are $45.20 for a worker
and $67.80 for a worker and his wife.
The average payments as of December
1948 were $25.40 for a worker and $38.10
for a man and his wife. This old-age and
survivors insurance plan contemplates
these actuarial calculations would become effective for a boy 16 years of age in
a covered occupation and that for 50
years or until he is 65 years of age, the
Social Security Board will keep track of
his employers' and his tax payments
made from his wages and other essential
data covering the case, and based thereon will determine what he will receive in
benefits 50 years from now which, according to present average payments,
would be about $25 a month. With the
ups and downs in the economic conditions
of our Nation and the fluctuation In the
value of the dollar, it is at once apparent
that the whole scheme is unworkable
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and, In fact, offers little social security to
our workers. These workers, who, with
their employers have been taxed through
the years and who are now receiving only
an average payment of $25 a month, are
receiving less than many of the old-age
beneficiaries who pay no tax to the fund.
In the meantime, the Federal Govern
ment is piling up a huge so-called reserve
fund which, in reality, is only a paper
fund as the actual moneys are expended
as received by Government bureaus, and
only I 0 U's are left in the fund.
All of these difficulties would be
avoided by the enactment of legislation
of the type we propose in H, R. 2135 and
H. R. 2136 which, as I have said, Is a
pay-as-you-go plan and is financed from
current receipts, to which all contribute
who come within the tax formula. Par
ticularly, It would eliminate the unsound
reserve fund, the bureacratic spenders'
paradise for inflation and de-ficit spend
ing. Furthermore, our proposal would be
elastic so that monthly annuities neces
sary to enable the recipient to maintain
himself In decency and health, would be
determined currently, based on existing
conditions and tax revenues collected,
and which would be adequate to meet
necessary living expenses.
While it is true H. R. 6000 provides
additional funds to carry on the old-age
assistance program, the revised method
of allocation of the funds to the recip
ients Is so arranged that the additional
Federal assistance will go to those States
in the Union which have provided the
least help to the aged. As shown by the
tables on page 41 of the committee report
In the "Old age groups receiving from
$20 to $45 per month" of which only $5
to $17.50 is contributed by States and
local funds, recipients may receive an
Increase from Federal funds of from $5
down to $1.25 a month, providing the
States make the same contributions
heretofore given. However, the States
such as California, Colorado, Washing
ton, and my own State of Oregon, which
have contributed more generously to the
welfare of these people, will receive no
additional Federal funds.
It is apparent, therefore, that the Pa
cific Coast States will receive no addi
tional Federal contributions under this
law to pass on to old-age annuitants un
der the old-age assistance provisions of
social security and they will be relegated
to the existing inadequate allowances for
the needy citizens.
The old-age assistance program under
the present social-security law Is also
wholly inadequate to provide a decent
annuity to old people of our Nation who
come within its provisions. It Is a star
vation allowance. There is little uni
formity in the payments made In the
several States. Many old-age annuitants
are suffering from malnutrition and star
vation. In my own home city this news
item appeared:
OLD-AGE PENSIONER FOUND CEITICALLT ILL.

Leonard Dow, '79, Lind Hotel, old-age pen
sioner who was found seriously Ill in his
room Friday, was taken to the Emergency
Hospital. Attendants said he is suffering
from pneumonia and malnutrition. He later
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his condition Is reportedicritical. Dow is the

nulties are provided for these self-respecting American citizens as a matter

you have seen fit to Insist on bringing the
bill to the floor of the House, then you

Many of our aged citizens throughout
the United States are similarly situated.
If we are to preserve the American way
of ]ife and our economic and democratic
processes under free enterprise, we must
find a solution not only for our unem-

prior contributions, and with neither the
stigma of charity or the aroma of
poverty,
Mr. Chairman, I regret, as I have said
before, that the Rules Committee has
brought this legislation before the House
Under a gag rule which will not permit

sion and amendments.
Let me say further that since this bill
will not even be considered In the Senate
during the present session, the right
thing to do is to have It printed and then
let It go over until the first of the year
so the people may have a chance to exam

was admitted to Permanente Hospital, where

third elderly person found this week in need.

ployment problems but also for the problems of providing adequate care for the
aged and disabled. With an accelerating
advance In technology In the post-war
era, and with the commercial developnment of atomic energy presaging more
rapid transitions in mass production, the
social risks and hazards of unemploynient and old age are increased. Rather
than see workers pushed from the active
labor force, hit or miss, the logical policy
to follow Is one of selection. The older
group has earned retirement. Many of
them are not covered by the Social Security Act. By covering the entire group,
the whole process of business activity
will be stabilizmd. Retirement payments
will provide continuous buying power,
will provide the needed balance In market demand, and will help to provide mass
consumption without which our massproduction economy cannot function successfully. It will lead the way to greater
prosperity In our Nation,
It was by reason of these deficiencies
In the old-age security program that
those of us In the Congress Interested in
the problem Introduced the Townsend
legislation, which Is embodied In H. R.
2135 and H, R. 2136. The closed rule by
which we are bound does not permit an

amendment being offered embodying our

proposal.
The aged, through no fault of their
own, through the fiat of industry, are
denied a part in production. They toiled
the longest In production and should not,
when old, be deprived of taking part In
consumption. They are the victims of
an Industrial system for which they are
not responsible. Society owes a duty to
these old folks, and it can only perform
this duty by establishing a national annuity system providing against the hazards of old age and disability. There
are now millions among us 60 years of age
and over who are not now being cared for
In an honorable and just way by the present system of social security, and are recelving no support from any source or
hopelessly Inadequate support. Our plan
would replace the complicated, arbitrary,
and Inequitable provisions of the existing
law. It Isfinanced by a gross income tax
In which all participate. As I have already said, It Is a pay-as-you-go system,
and annuities will be paid currently each
month out of currently raised revenues,
and the sums so received by annuitants
must be spent within 30 days. Under
the plan the existing system of old-age
and survivors Insurance and old-age assistance will be abolished and a new program substituted therefor. This proposal
gives recognition to the past labors of the
aged and would offer them dividends

from the wealth of American Industry
which they helped to create. These an-

of right, without reference to need or

any amendments and which will not give
th IHouse an opportunsty to vote upon an
amendment embodying the Townsend
legislation. I trust that if the bill passes
the House the Senate will make it possible for the Congress to pass Judgment Upon a Federal social-security program which will eliminate State lines
and make it possible for all of the aged
and disabled citizens and dependent widows and children of the United State's
to have adequate social security protection, which they are not accorded under
the Present social-security law, even
after It is amended by the provisions of
H. R. 6000.
Mr. WOODRUFF. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Kansas [Mr. REES],
Mr. REES. Mr. Chairman, I consider
It to be absolutely unfair and undemo-.
cratic for the majority leadership to bring
the social security bill to the floor of the
House under a gag rule.
This bill contains 600 pages. There
are a number of controversial features
In the bill. It Is far reaching In Its effect
upon the people of this country. It is aL
bill that determines permanent policy on
the broad question of social security and
Is entitled to full consideration and debate by the membership of the House.
Furthermore, Mr. Chairman, there are
many Members who would like to offer
amendments to this bill, and yet, by
adopting this gag rule, 435 Members must
approve or reject the bill as written and
In entirety. Do not forget the bill was
written by 15 Members of a House com.
mittee.
I have no fault to find with the fact
that the bill was written by a majority
of the House committee. My criticism is
that the bill Is of such vast importance
and of Nation-wide interest that Members ought to have a right to submit
amendments~and have them discussed.
This procedure Is autocratic, to say the
least. Furthermore, to say that some
other Congress in the past followed this
kind of procedure with respect to some
other bill is not sufficient excuse or reason for following such policy on this legIslation. The problem Is too Important to
be considered under a gag rule where no
one is even given an opportunity to offer
amendments of any kind,
Let me repeat, the question I am rais.
Ing now Is not with respect to the a~pproval or disapproval of the bill. The
question I1 raise Is that of placing the
House In a strait-jacket whereby we must
take the bill in Its entirety as written or
vote against all of Its provisions.

Mr. Chairman, we were called back 2
weeks ago and have been In session only
4 or 5 days. It seems to me that since

ought to permit plenty of time for discus

ine its provisions in the meantime. The
reason I make this suggestion is because
of an agreement that has been made by
the majority party not to consider it in
the Senate until next year.
Mr. WOODRUFF. Mr. Chairman, I
yield 11 minutes to the gentleman from
Illinois [Mr. MASON].
Mr. MASON. Mr. Chairman, you have,
just listened to a very excellent, states
manlike discussion of our social security
set-up and the problems contained thereIn. I fully agree with what the gentle
man from Arkansas said about the gen
tleman from New Jersey: He is one of the
best posted men in the Congress on so
cial-security problems. He has, however,
given you a description of the socialsecurity set-up and its problems from
the standpoint of an enthusiastic sup
porter of the problem. Now, I am going
to give you a description of the socialsecurity set-up as a whole, not the rami
fications of it, from the standpoint of a
man who is violently opposed to the way
the social-security set-up is being ad
ministered, and the law under which it
Is being administered.
Mr. Chairman, social security is a
splendid thing. It is supposed to provide
financial Independence for old folks no
longer able to work. Properly admin
istered, it would do just that. But the
New Deal politicians who Invented the
plan wanted the tax money to spend at
once; so, through political cunning and
sharp practice, they put across on the
American worker and employer this
scheme to collect taxes now for old-age
security benefits, spend the money for
other things, and then levy additional
taxes upon future generations to pay the
old-age benefits that present-day work
ers have already paid for. The socialsecurity objective is excellent; the plan
for financing it is "'phony."
Social security taxes are paid to insure
security in our old age. Uncle Sam has
collected some $15,000,000,000 for that
purpose, but he has spent every cent col
lected for current needs. It was spent
as fast as It rolled Into the Treasury.
Instead of putting the money into the
vault for future use when it was needed,
Uncle Sam spent it and put his I 0 tI's
Into the vault. When you are past 65 and
are entitled to monthly benefit payments
from the social-security fund Uncle Sam
will have to tax your children and your
grandchildren to get the money to pay
what you have coming to you-what you
and your employer have already paid for.
TOU PAT

TWICE FOR SOCIAL SECURrIT

Mr. Chairman, the premium you pay
for your old-age security insurance-the
dollars taken out of your pay envelope
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has set up as a social-security fund, and

Mr. HARRIS. Mr. Chairman. I too
have enjoyed the discussion today on the
highly complicated and most interesting
subject of social security. I am for the
expansion of social security because I be
lieve, out of the experience gained since
1935, that when this program was first
enacted, there must be some changes
that could be brought about that would
make it a better program.
I should like to refer, as many others
B. BEEFT
have here, to a particular provision that
Peetbnftudrtepoiin
gives me some concern, however. There
ndgeerath provisions
Pr
tesn beneit, uilb
are a number of provisions here that
doubled.
e
Fof texabill, wilresIen rialy
ause me grave doubt. I believe that Is
Fo xml:Peetpiaybnft
run from $10 per month to $45 per-aescrtin
true of other Members. As a member
month. Under the bill they will run of the committee has said, this repre
sents somewhat of a compromise on
0
fndro $2 toe $64. whileun faomily beneit
some highly important issues, and this Is
udrteblwilunfom$0pr
what we have.
month to $150 per month.
fAkn
mfo h otenpr
c AE
The present 2 percent pay-roll tax for sas, where we have tremendous timber,
social securIty-1 percent on employee sawmill, pulp, paper, and logging Indus
tries, which mean much to the economy
and 1 percent on employer-will be Increased to 3 percent January 1950, 4 of our area and to thousands and thou
sands -of employees, and their welfare.
percent January 1951, 5 percent January 1960, 6 percent January 1965, 61/2 This Is why I am making an effort to try
to clarify what seems to be a very Impor
percent January 1970. Since it will require at least 8 percent to cover accrued tant definition as contained in this bill
with far-reaching effect, and one that
benefits by that time, the general treasury will be drawn upon for the balance seems to have created a great deal of
Interest among many people and par
needed.
ticularly In the timber, sawmill, pulp,
Ali self-employed people will be reand paper Industries.
quired to pay 11/2 times the rate employI refer particularly to the definition of
ees are required to pay.
"employee," which is proposed In the bill
The taxable amount of a person's salto include
ary or wages for social-security purposes
(1) Any officer of a corporation; or
has been upped under the bill from $3,000
(2) Any individual who, under the usual
to $3,600.

future benefits.
The Federal Government wound up
June 30, 1949, $1,500,000,000 in the red.
Congesstured
resden Trown
own
Congesstured
resden Tr-

H. R. 6000 has many technical revisions of the present law to simplify, clanlfy, and expand the present powers of the
SoialSecrit Admnisraton.as
SoialSecrit Admnisratonany

each nionth-goes Into the Federal
Treasury and is spent for the general
running expenses of the Government.
Into the old-age security insurance reserve fuind-In lieu of the cash collected-are placed Government bonds from
which future old-age security insurance
benefits are to be paid. But Government
bonds only represent an obligation on the
part of the Federal Government to pay
Out at some future time an equivalent
number of dollars. And where will these
dollars come from to pay this obligation
or debt? From future taxation. There
Is no other source. Therefore. you are
taxed to pay for your old-aescrt n
surance during the time youwoan
then when you retire at 65 years of age
your children must pay new taxes to redetebodtofrshtecstht
the old-age security insurance hands out
to you in the form of benefits. It is a
fraudulent system, a "phony" system.
To illustrate: John Smith decides to
operate his own security program and
puts into his safety-deposit box a certain
amount each week out of his wages as a
fund to provide an annuity in his old age.
After John has accumulated, let us say,
$5,000 in his safety-deposit box he finds
he needs money for other expenses, so
he takes cash out of the box and replaces It with I 0 U's to himself. If he
keeps on using cash out of his fund he
will eventually have in his box $5,000
worth of I 0 U's signed by John Sm~ith
and payable to John Smith. This Is ex-

actly the kind of reserve fund Uncle Sam

Uncle Sam must levy a second tax to pay

man's request for higher income taxes,

A. COVERAGE

President Truman asked that 23,000,000 people not now covered be taken into
the system-farmers, farm help, all professlonal people, such as doctors, dentists,
lawyers, civil engineers, and so forth, and
all self-employed. The bill takes In between ten and twelve million people not
now covered, but leaves out farmers,
farm help, and all professional people.

D. ADIITRTO

Z. DEFINITION OF EMPLOYER

The definition of employee Is very
Increasing the old-age security insurance
copiae.Ireel
tehiaan
taxes will bring in extra billions for curtehialadcopiatdltoeels
rent expenses. So, since President TruGearhart bill which reinstated the
blne the
comm on-law definition of "master and
man cannot "soak" the rich to blne
evn"frsca-euiyproe.I
the budget he proposes to "sa"tepo
cannot explain this new definition, and
to balance the budget through increased
old-age security insurance taxes. Has I do not know anyone who can explain
it. In reality H. R. 6000 permits the
the Federal Government either the responsibility or the right under our form Social Security Administrator to use his
of government to force its citizens to buy own judgment in deciding who Is an emthe
efiitin ~
"phoy"
ld-ge nsuance plyeeandwhois nt.
he dfintio is
$,phny"oldage nsuanc? plyeeandwho s nt.
Now. Mr. Chairman, what does H. R. not spelled out In the bill.
Mr. Chairman, H. R. 6000, in my opin6000, the bill now before the House for
debate and action, propose to do? What ion, is a long step down the road to a
are Its rrovlsions? Briefly, the following welfare state. It is the initial or prelimIs an analysis of the general features of Inary step toward socialized medicine-a
evenwillNation
program that
cradle-to-grave
the bill, boiled down and stated In simple tually
of this
cost the taxpayers
between fifteen and twenty billion dollanguage.
The bill has 201 pages and the report
has 207 pages, all technical language and lars per year.
expansion program
security
sThis social
h
temioog.cmmteelaoed6
It is imimmoral
and unsound.
isboth
termnolgy.
he ommiteelaboed
months (February 15 to August 15) to moral because it proposes to hand out
benefits now and charge most of the cost
overhaul our social security set-up. Half
to future generations. It Is unsound bethe time was given to open public hearcause it dodges entirely the expenses
Ings and half to executive committee
consideration and debate. H. R. 6000 Is eventually Involved. I am opposed to
o th beig
6 mnth'H R.60G on anycouts.sales
the esutlbor
ein
H.B. 000on anycouts.required
thereslt f te 6monhs'labr,
Mr. DOUGHTON. Mr. Chairman,
voted out of the committee favorably by
a 22-to-3 vote. The following are the yield 10 minutes to the gentleman from
Arkansas [Mr; HARRIS],
principal provisions of the bill:
XCV---872

common-law rules applicable in determining

the employer-employee relationship, has the
status of an employee. For purposes of this
paragraph, If an Individual (either alone or
a member of a group) performs service for
other person under a written contract
expressly reciting that such person shall have

complete control over the performance of
suhevcendhtschniiulisn
an
scyerie, andcha suhnddividualit iespc
emploerie, suh Idvdallrgrls wit resec todi
suacho service shalln,regadlessmof anyempodifi
of such person (or, if such person is an agent

or employee with respect to the execution of
such contract, the employee of the principal
or employer of such person); or
(3) Any individual (other than an Indi
vidual who is an employee under paragraph

(1) or (2) of this subsection) who performs
services for remuneration for any person

(A) As an outside salesman In the manu
facturing or wholesale trade;
(B) As a full-time life-insurance salesman;
(C) As a driver-lessee of a taxicab;
(D) As a home worker on materials or
goods which are furnished by the person for
whom the services are performed and which
are required to be returned to such person
or to a person designated by him;

(E) As a contract logger:
within
a lessee
or licenseeallofofspace
(F) Aswhen
the product
a,mine
substantially
of such services is required to be sold or
turned over to the lessor or licensor; or
(0) As a house-to-house salesman If under
the contract of service or In fact such Indi
vidual (i) is required to meet a minimum
quota, or (it) Is expressly or impliedly
to furnish the services with respect
to designated or regular customers or cus
tomers along a prescribed route, or (III) is
prohibited from furnishing the same or

similar services
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for

any

other person-

For Instance, there Is a company I

It the contract of service contemplates that could name in my district. It contracts
logging.
substantially all of such services (other than
teitukan
Thcotatrow
in subparagraph
the services described personally
Thcotaorowteitukan
by such
(F)) are to be performed
furnish all equipment, which usually
Individual-, except that an individual shall
a team
not be included in the term "employee" consists of a truck and trailer, or
may
under the provisions of this paragraph if and saws. The company may
not own the timber lands; most of the
such Individual has a substantial investment
time It does and some of the time under
(other than the investment by a salesman
tibrcnrcstecnrcomeey
In the
transportation) business,tibrcnrcstecnrcomely
in facilities thefortrade,
occupation,
facilities of
down the trees, saws the logs, loads
cuts
the
hich
o
wth espct
or rofssin
services are performed. or if the services are them and hauls them to the mill. Thes
pay rolls.
in the nature of a single transaction not part contractors handle their own
They handle and report social security
of a continuing relationship with the person
and Income-tax deductions. The cornfor whom the services are performed; or
pany simply pays them under a written
(4) any Individual who is not an emcontract, different prices depending on
ployee under paragraph. (1), (2), or (3) of
the amount of timber, the distance from
this subsection but who, in the performance
o
atr.Te
te
n
teml
of service for any person for remuneration,
o
atr.Te
te
n
teml
has, with respect to such service, the status
are perfectly free to make a contract to
of an employee, as determined by the comhaul for any other mill that they see fit,
bined effect of (A) ,control over the individalthough most of them haul for this
ual. (B) permanency of the relationship,
particular company most of the time.
(C) regularity and frequency of performance
Under this statement of fact, and acof the service, (D) integration of the intual situation, would, under this definiwhich he
the business torequired
dividilal's Work in
of
renders service, (E) lack of skill
of
the individual, (F) lack of investment by the tion, these men in the administration
or employindividual in facilities for work, and (G) lack it be considered contractors
Of opportunities of the individual for profit ees of the company and would any of the
men that might be working for the
or loss,
parties entered into the contract to deliver the timber to the mill be considI have carefully read the explanation
ered under this definition employees of
of the committee in paragraph 9, page
14, of the committee report and also the the company?
Mr. MILLS. Mr. Chairman, If the
explanation in the section-by-section
analysis of the bill, beginning on page 80, gentleman will yield?
oyed
eihe
M.HRI.Ia
Including examples applicable under the
Mr. HycolaRRIS. Itmdlgteyoyed
definition. I appreciate the determined
tomcoeau.tpalllvrthSuhweeweae
effort the committee has made to clearly
Mr. MILLS. On the basis of the Inexpai
th manig f tisproposed
the gentleman has submitted,
maigothsformation
dexpinithen
to me that the intention
clear
quite
Is
it
arisen
has
speculation
much
However,
Is that the definition of the term "emand there are grave doubts in the minds
of some people whose businesses will be ployee" does not include this individual,
an employee of this
affected by the definition, and the actual this contractor, asThat
individual,under
lumber company.
apliaio t herown operation.
this definition, is intended to remain an
dIblivtI
their
apIcathionk itsoul
Ithinkuitoshould bneandio Ifbeiee itm Is ndependent contractor. Let me point
mittee In bringing to the Congress this out 'why.
First of all, it is hard to find control
over that individual. Second, there is
definition for business as well as employees to know whether or not they no permanency of relationship. The rewould apply to their own operation which lationship is based upon a contract that
Is an established* operation. In other may be for 2 weeks or 3 months or a
year, but it is not within the meaning of
words. I believe the gentleman would
the language on line 11, page 51, "perconcur with me that this definition
should be clear and explicit so this corn- manency of relationship." The integrapany or that company or this employee tion of the individual's work, of course, is
present.
or that employee would know If it is apBut on the other hand, this individual
plicable to his own situation.
has an Investment In the tools of his
In that there is some doubt and apprehension in the minds of some, I should trade. In your case he owns trucks. He
like In order to clarify this meaning certainly owns axes and saws. In the
furtherto propound to my colleague from last line of paragraph (4), on page 51,
you find this language: "lack of opporArkansas [Mr. Mn.LsL. a member of the
tunities of the individual for profit or
committee, some further hypothetical
loss," denoting the status of employee
questions of actual and existing operations of some businesses in the sawmill, where there Is that lack.
This individual is in a business Of his
lumber, pulp, paper-mills, timber, and
contract operation, I thoroughly concur own, where he runs the risk of suffering
In the high compliment paid him by a loss and anticipates making a profit.
Mr. HARRIS. In other words, the
other members. The gentleman is so
contractor would be responsible for the
familiar with the meaning of the definition, his answer would no doubt be the social-security tax?
Mr. MILLS. As an employer; yes, sir.
determining factor in the administration,
Mr. CURTIS. Mr. Chairman, will the
If this becomes law, of these specific and
gentleman yield?
existing contractual operations between
Mr. HARRIS. I yield.
company and independent contractors.

Mr. CURTIS.

I am not familiar with

the type of industry that has been de
scribed. Is this person known as a contat-ge?
tat-ge?
Mr. MILLS. Yes. He Is known as a
contract-logger. I know enough about
the situation which exists In the terri
tory of the gentleman from Arkansas to
be able to advise the gentleman from
NrakthteisnwnsacnrcNrakthteisnwnsacnrc
logger. That is his business.
Mr

__R__f_

h

gnlea

wl

refer to paragraph (3), would not that
bring them in as employees?
Mr. MILLS. Paragraph (3) would
not bring this individual in because of
the language which is found beginning
on line 16, page 50 of the bill. As the
nwtecnrc-ogri
etea
nwtecnrc-ogri
etea
mentioned by category in line 3, page 50,
but in order for him to be an employee,
he has to come within this language
beginning on line 16, page 50, and ex
tending over through line 3, page 51,
this particular individual would not
come within that definition.
Mr. CURTIS. But he would have to
meet the test of being employed.
Mr. MILLS. That is correct.
Mr. HARRIS. Here is another case.
I regret to have to take up so much of
the time of the committee, but it is
highly important and a specific operation
and typical, not only in my district, so
far as the lumber, sawmill, pulp and
u ti
scnend
ppridsr
piaper indusry ise concwerned but itais
southern pine operations. It is also im
portant throughout the United States In
the timber and mill industry. I am not
Indicating the question of employee
coverage, but clearly determining the
responsibility. The taxes must be paid.
It Is not right, nor is It the Intention of
an employer or company, to proceed
under one ruling or Interpretation for
years and find he must pay thousands
of dollars by administrative ruling, thus
vitally affecting the company's eco
nomic status and relationship with its
employees.
This case also is actual, concerning a
certain company in my district and a
typical one in our area.
This company enters into a contract
with an Independent logging contractor
He owns
who employs some 15 men.
and operates, saws, two trucks and trail
ers, one tractor, perhaps one mechanical
saw and odd tools. His investment Is
He complies
approximately $10,000.
with all State and Federal laws, such as
wage-hour, social security, workmen's
compensation, and so forth. He has
contracted with this major lumber comn
pany for 12 to 15 years. He may or may
not have ever contracted with any other
company. In carrying out the contract
with the company, he will probably cut
from the company's own timber or a
timber deed owned by the company.
His contracts are entered into after
negotiation with the company as to
terms, price, products to be cut, and so
forth. His contracts are for bids rang
ing from 2 weeks to 3 months. He
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most usually owns his own home and a
small Plot of land in the rural areas. He
may own some livestock and farm some,
but his contract-logging operations constitute his main business. His employees usually live in the area, too. They
do some farming and raise livestock, but
depend largely on woods work for their
livelihood,
As described by this actual existing
operation, would-under the definition In
the bill-the so-called independent contractors of the company be actual independent contractors or employees of the
company, and would the employees of
the alleged contractor be actual employees of the company under the definition?
Mr. MILLS. Under this definition of
either, Paragraph 3 or 4, that individual
would be an independent contractor and
not an employee for this reason: The
fact that he may have been under contract over a period of 12 or 15 years Is
still not establishing a permanency of
relationship, because those contracts are
of short duration, and, as you have indicated, the man has a perfect right to
contract with other individuals. He has
capital Invested. He runs the risk of lost
as well as the possibility of profit. He
Would be an independent contractor,
Mr. HARRIS. I understand the committee In its study and formulation of
this provision of the bill became familiar
with the case of Crossett Lumber Co. v.
U. S. (79 F. (Supp.) 20, 1948), which
case involved the meaning of the term
"employee" for the purposes of pulpwood operations, and decided by the Federal district court in Arkansas. In that
case It was held that the individuals employed by the contract loggers were not
emploiees of the lumber company but
of the contract loggers,
Is it the intention of the committee
under this employee definition that the
individuals employed by contract loggers
under circumstances such as those involved in that case be considered employees of the lumber company for the
purposes of social-security taxes?
Mr. MILLS. As the gentleman knows,
the Crossett Lumber Co. case was decided
In the western district of Arkansas by
my predecessor in Congress. I had occasion to talk to him about this specific
case-not before the decision but long
after the decision. On the basis of the
Information that I received from him, it
appears that in the course of arriving at
his conclusion he gave consideration to
the very factors which the Supreme
Court had used in the Silk case, and the
other cases. It is true that at the time
that decision was handed down, the Congress had passed the Gearhart resolution,
and the common law was the law insofar
as this definition Is concerned. But in
arriving at the meaning of the commonlaw rule, the Judge analyzed all of those
factors and found that the man was an
independent contractor, and that his employees were not employees of the Crossett Lumber Co. To my mind, this does
not change that decision,

Mr. HARRIS. One further question
with reference tu insurance. What is the
status, under the definition of "employee" of a local property agent selling
fire insurance, surety, fidelity insurance,
who owns his business, which he may sell
at his will?
The CHAIRMAN. The time of the
gentleman from Arkansas has expired.
Mr. DOUGHTON. Mr. Chairman, I
yield the gentleman two additional
minutes.
Mr. MILLS. The status of the local
property insurance agent referred to by
the gentleman was considered by the
committee in connection with this definition, and the committee does not Intend, and I am reliably' informed that
the Treasury does not contemplate, that
they should be included as employees,
under this definition. The answer I obtamned from those people in the Treasury, who will be charged with the responsibility of collecting this tax, Is that those
people clearly are not employees,
Mr. HARRIS. Will the gentleman
advise the House If he also has information as to whether or not the attitude of
the Treasury as he has just explained
will be the same with reference to answers to the questions I asked regarding
the sawmill, paper mill, and timber industries?
Mr. MILLS. I can assure the gentleman as much as anyone can assure him
concerning the action of a bureau that
the people in the Internal Revenue Service and In the Treasury will attempt as
best they can to follow what they consider to be the Committee's intention
regarding these definitions. The people
In the Bureau of Internal Revenue and
In the Treasury Department have been
with our Committee during the course of
all our consideration of these definitions
and I think they know full well what our
Committee intends, and that the Coin
mittee does not intend to give a blank
check to any department.
Mr. HARRIS. I appreciate the gen
tleman's categorical answer to these
questions.
Mr. JENKINS. Mr. Chairman, will
the gentleman yield?
Mr. HARRIS. I yield.
Mr. JENKINS. Does the gentleman
think there is any finality in thnt?
That just because one man in the Treas
ury says what he will do the man who
succeeds him will be similarly bound?
In future years the Treasury will be
officered by other men; there Is no per
manency there. These men down in the
Treasury cannot take the place of a
Judge on -the bench; they are not the
Judiciary; and I tell You we ought not
to pass any legislation based on what an
official in the Treasury might or might
not do.
Mr. HARRIS. I, too, have had some
doubt about administrative procedures
but I assume most agencies are en
deavoring to administer the laws as Con
gress intends them. There are certainly
some exceptions, but we do not antici
pate this to be one of them,
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I thank the gentleman from Arkansas
for his categorical answers to my ques
tions, but from these actual operations
we must recognize that such independent
contractors are integrated with the busi
ness. It is just an actual reality that
cannot be avoided In such operations.
Many contract with the company only
and they take one contract after another.
Therefore, some question the meaning of
these interrelated provisions of para
graph 4, under the definition pertaining
to the so-called economic dependents.
But It is the committee's interpretation
that such actual operations would not be
included in the employee definition and
the contractors will be the ones responsi
ble for the tax and the compliance with
the social security provision.
Mr. MILLS. That is correct.
Mr.. HARRIS. I appreciate your clear
and frank answers in clarifying this as
it affects this industry.
The CHAIRMAN. The time of the
gentleman from Arkansas has expired.
Mr. DOUGHTON. Mr. Chairman. I
move that the Committee do now rise.
Accordingly the Committee rose; and
the Speaker having resumed the Chair,
Mr. KILDAY, 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. 6000) to extend and improve the
Federal old-age and survivors Insur
ance system, to amend the public assist
ance and child welfare provisions of the
Social Security Act, and for other pur
poses, had come to no resolution there
on.
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SOCIAL SHCDRITY ACT AMMMAKENTS OF
la4"
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. 6000) to
extend and improve the Federal old-age
and survivors insurance system, to
amend the public assistance and child
welfare provisions of the Social Security
Act, and for other purposes,
The motion was agreed to.
Accordingly the Committee resolved
Itself Into the Committee of the Whole
House on the State of the Union for the
further consideration of the bill H. R.
6000, with Mr. KRLDAT In the chair.
The Clerk-read the title of the bill.
,The CHAIRMAN. When the Coinmittee rose on yesterday, the gentleman
from North Carolina [Mr. DOGTN
had consumed 1 hour and 21 minutes and
the gentleman from Ohio (Mr. iz~s
had consumed 1 hour and 4 minutes.
Mr. DOUGHTON. Mr. Chairman, I
Yield 25 minutes to the gentleman from
Tennessee [Mr. CooPER].
Mr. COOPER. Mr. Chairman. I have
spoken three times on this bill already,
once before the Rules Committee, once
In the Democratic conference, and then
on the rule, so I shall not ask your indulgence very long at this time,
The pending bill, H. R. 6000, comes before the House by a favorable vote of 22
to 3 of the Ways and Means Committee,
In my experiences as a member of that
Committee I have never known any
measure to receive more thorough and
careful consideration than the pending
bill.
The social-security program for this
country was established under the act of
1935. That measure was the greatest
piece of legislation of that type ever
enacted In the history of this or any
other country of the world. Many other
countries had some phases or some parts
of the social-security Program, but the
great President Franklin D. Roosevelt
was the first man with the vision and the
courage to give to the country a roundedout and completed recommendation for a
social-security program.
The act of 1935 provided among other
things for old-age assistance, commonly
called old-age pensions. It provided for
old-age Insurance benefits, commonly
called old-age annuities. It Provided for
unemployment compensation, aid to dependent children, child welfare, aid to
the blind, and Included other provisions.
The old-age insurance provisions of
the act became effective in 1937. After 3
years of experience under this act, It was
found that Certain improvements were
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desirable, so the act of 1939. embracing
quite a number of far-reaching amend
ments to the Social Security Act of 1935,
was enacted. In fact, the act of 1939
provided a program much broader and
more extensive than the original act.
The original act provided only' for oldage retirement benefits. The 1939 act
provided for old-age and survivors in
surance benefits.
Now, after 10 years of experience un
der the 1939 act, it is found desirable to
extend this program further, so in its farreaching consequences to the future
happIness and welfare of the people of
this country this bill, H. R. 6000, is per
haps the most important legislation re
ceiving the attention and consideration
of this Congress.
Many Improvements are provided for
this program. Among other things, the
program or old-age assistance, or what
is commonly referred to as old-age pen
siOns, Is extended and improved. A new
formula Isprovided in this bill which will
result In all of the States of the Union
receiving some additional Federal funds
for old-age assistance, and the States
Paying the lowest amount of benefits for
this purpose will receive greater benefits.
Then for the first time we embrace in
this program a provision for total and
permanent disability benefits for the
needy people of the country.
Bear in mind that under the present
program only people who have reached
the age of 65 can receive the benefits of
old-age assistance. We add a new cate
gory In this bill and provide not only
for old-age assistance and aid to de
pendent children and the other provi
sions now included in the Program, but
we also provide for total and permanent
disability benefits regardless of age.
That means if some person becomes
totally and permanently disabled and is
In need, but has not yet reached the age
of 65, he is eligible for benefits under
this program under the same formula
of State and Federal matching as is pro
vided for old-age assistance, or old-age
pensions.
Then very Important amendments are
included with respect to the program
for old-age and survivors insurance.
Bear in mind that old-age assistance, or
commonly called, old-age pensions, is all
paid for by the Federal and State Gov
ernmenits. The individual recipient may
not have contributed any part to that
program. But under title II of the oldage and survivors Insurance program
the people themselves make contribu
tions during the working period of their
lives to build up benefits to which they
become entitled as a matter of right
when they reach retirement age.
Mr. ~EEF.
Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield.
Mr. KEEFE. The gentleman Is makIng a very splendid exposition of this
bill. He has Just discussed some of the
old-age-pension provisions of the bill.
Up to now the gentleman, as I have fol
lowed his statement, perhaps he Intends
to do so later, has not discussed this new
provision in the bill which relates to the
receipt or payment of old-age assistance
to beneficiaries who are occupants of
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public Institutions. I would like to get
a very definite statement. As the gentleman knows, I appeared before his comnmittee in support of a proposal which
would permit the continuation of oldage-assistance payments even though the
people were In a public institution. As
I understand, what you have done-and
the gentleman can correct me if I am
mistaken-you do not permit the continuation of payments in the event a person
Is either a voluntary or involuntary patient in a tuberculosis sanatorium or a
mental institution, but if the county or
local organization provides a place where
they may receive medical care or subsistence care on a medical basis they
will not lose their old-age pensions, is
that correct?
Mr. COOPER. The gentleman is correct. Persons in medical institutions
other than tubercular or mental Institutions would be eligible. The gentleman will find on page 42 of the report a
very clear explanation of that provision
of the bill. I am glad to say the distinguished gentleman from Wisconsin has
evidenced an Intense Interest for many
years in this particular phase of the program. But the Committee on Ways and
Means was most favorably impressed by
his appearance before the committee,
We have endeavored to take care of the
situation which he so ably presented to
the committee.
Mr. KEEFE. I thank the gentleman.
Mr. COOPER. Mr. Chairman, the
pending bill provides for an expansion
and improvement of the old-age and survivors insurance program. It also includes, for the first time, a new category
for total and permanent disability benefits.
About 11,000,000 people not now coyered under the social-security Program
are covered under this bill. Those 11,000,000 people include the following
groups:
(a) Certain self-employed persons
other than farmers are included under
the bill, about 4,500,000 people. They
are covered when their net earnings from
self-employment amount to $400 or more
per year.
We have had this situation presented
to us from time to time. I am sure the
experience of every Member of this
House has been similar to mine. We
meet people in our districts at home who
say to us, In effect, "~I am operating a
barber shop, or a garage, or some other
business. I am paying my employer's
share of social-security tax for the benefit of the other people who work in my
business, but I am not making any provision for my own retirement benefits.
It may well be that when I reach 65 I
may need retirement benefits as much as
any of the men I am now employing and
for whom I am paying my share of the
tax."
So the committee has Included in this
bill certain self-employed, on the basis I
have just mentioned. Of course, a selfemployed person is both employer and
employee. It may be thought advisable
for him to pay the employer's tax and the
employee's tax, both, because he occupies
both relationships. But under the provisions of this bill, after consultation with
the actuaries and those who are in the

best position to give us expert advice and
assistance, it was found that the tax rate
Is 11/2 times the amount of the employee's
tax rate would be generally sufficient
to take care of those self-employed people. So, instead of paying under the
present rate of 2 percent, 1 percent for
employer and 1 percent for employee,
those self-employed people are required
to pay 11/2 percent.
Next, employees of nonprofit Institutions, other than ministers, which will
Include about 600,000 people: The employer is not compulsorily taxed, but may
voluntarily elect to participate.IIf an
employer does not participate, the employee receives one-half the wage credit.
We know, of course, the long-standing
question about taxation of certain institutions in this country-religious, educational, and other institutions of that
type. So It Is provided in this bill that
they may voluntarily pay this tax for
the benefit of their employees, and the
Information given the Committee on
Ways and Means, by representatives of
those institutions, is that perhaps 98 percent of them will be glad and willing to
voluntarily pay this tax. But It is provided that in such instances as the employer does not pay it, then the employee
receives one-half the wage credit, because he Is paying the employee's tax, but
the employer's part of the tax has not
been paid for him,
Mr. JONAS. Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield.
Mr. JONAS. Does this provision that
the gentleman has Just discussed apply
to hospitals that are organized not for
profit?
Mr. COOPER. That is correct.
Mr. JONAS. It Is up to the hospital
management to determine whether they
wish to become parties?
Mr. COOPER. It applies to all those
so-called nonprofit institutions-educational institutions, religious institutions,
hospital Institutions, and so forth.
Mr. JONAS. And charitable institutions?
Mr. COOPER. Charitable institutions. But It is on a voluntary basis so
far as payment of the employer's part
of the tax is concerned,
Mr. JONAS. If an employer does not
pay, then the employee would only draw
one-half what he would draw if the employer had paid?
Mr. COOPER. That is right. The
estimated number of nonprofit employers, with the type of organization, is as
follows: Total of all nonprofit employers,
287.000. Churches, 254,000; hospitals,
3,000; hospitals, church operated, 1,000;
other nonprofit hospitals, 2,000; or a
total under employment of 12,000.
Schools-universities, colleges, or professional schools, 1,000; elementary and secondary schools, 11,000, or a total of 12.000 employers; other religious Institutions, 3,000; miscellaneous service and
welfare agencies, foundations, and associations, 15,000 employers.
Mr. MILLER of Nebras'ka. Mr. Chairman, will the gentleman yield?
Mr. COOPER. I yield.
Mr. MILLER of Nebraska. When
these nonprofit groups once go in voluntarily. do I understand that they may
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also withdraw of their own volition, after
they have once gone into the program?
Mr. COOPER.
After 5 years, if 2
years advance notice is given.
Mr. MILLE-R of Nebraska. Do the dis
ability provisions go only to those who
pay in under the old-age and survivors'
feature, or do they go to those receiving
old-age assistance?
Mr. COOPER. It goes to both.
We had added a new category for the
assistance program and also for the oldage and survivors insurance program.
Mr. MILLER of Nebraska. Does the
question of need enter into the picture,
as to whether or not they are in need?
Mr. COOPER. The question of need
applies for assistance for disability, just
as it does in the case of old-age assist
ance. But the question of need does not
apply for disability insurance, just as it
does not apply in the case of old-age and
survivors insurance for people past 65,
because the insurance Is something they
have bought and paid for and are en
titled to as a matter of right, but on the
assistance program need must be shown.
Mr. MILLER of Nebraska. In the as
sistance program who sets up the stand
ard of need? Or does it vary in~the sev
eral States?
Mr. COOPER. There are certain
broad standards provided under the
Federal act, but in the main each State
through its welfare department or such
agency as administers the program in
the State determines those questions and
fixes the degree of need and any other
requirements that must be met by
recipients.
Mr. HARRIS. Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield.
Mr. HARRIS. In the case of a person
entitled to old-age assistance who draws
a check under the old-age-pension pro
gramn and then becomes disabled, would
he be entitled to draw checks under the
total and permanent disability program?
Mr. COOPER. They, of course, are
separate programs.
Mr. HARRIS. That is the reason I
asked the gentleman the question.
Mr. COOPER. Let us assume the case
of a man who is 65 years of age and in
need; he is entitleQ to old-age assistance.
The bill expressly provides that no aid
will be furnished to any individual for
assistance for disability for any Period
with respect to which he is receiving oldage assistance or aid to the blind, or aid
to dependent children is furnished him.
Mr. HARRIS. If the gentleman will
yield further, I understood from the ex
planation given that the total- and Per
manent-disability clause would apply to
the established disability of the indi
vidual.
Mr. COOPER. I do not know that our
minds are exactly meeting. A Person
who is not 65 years of age but who is
totally and permanently disabled, re
gardless of his age. if he is In need, is
entitled to qualify under this program.
Mr. DONDERO. Mr. Chairman, will
the gentleman yield for a question?
Mr. COOPER. I yield.
Mr. DONDERO. While home I was
visited by a delegation of policemen and
firemen from the city of Detroit requestIng that their organization be exempted
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from the provisions of this bill because
they had their own retirement plan. Is
that possible under the provisions of the
bill now under consideration?
Mr. COOPER. Yes; that is entirely
possible, and I will try to touch on that
provision in just a moment.
Mr. DONDERO. But a vote Is required to exempt them; I understand
they have to make the election,
Mr. COOPER. That is right; they
have to vote by a two-thirds majority to
come under the program, or they cannot be covered,
Mr. DONDERO. Would that apply to
school teachers' retirement funds also?
Mr. COOPER. Yes, both of them.
Mr. LYNCH. Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield to the gentleman from New York.
Mr. LYNCH. In reply to the inquiry
that was made in respect to the nonProfit institutions, is it not a fact that
when an institution has been in for 5
years It may withdraw only upon 2 years'
additional notice; so that before any institution may withdraw it must be in the
system or its employees must be in the
system for '7years and once it has withdrawn the Institution cannot get back?
Mr. COOPER. The gentleman is correct. Allow me to say that the gentleman from New York [Mr. LYNcH] has
made an outstanding contribution to
this provision of the bill as well as to
many others. He served on the subcommilttee last year and has been very dillgent in his efforts this year and has made
an outstanding contribution to the provisions of this bill, especially with respect to these nonprofit institution emPloyees.
Mr. WHIT'TINGTON. Mr. Chairman,
will the gentleman yield?
Mr. COOPER. I yield to the gentleman from Mississippi.
Mr. WHITTINGTON. As I understand the gentleman, under the terms of
this bill the matter of employers comIng under it is wholly optional with the
employer, all employers, whether barber
shop operators or not?
Mr. COOPER. It is voluntary whether
they come under or not?
Mr. WHITTINOTON. Yes,
Mr. COOPER. No.
Mr. WHITI'INGTON. The matter of
an employer coming under the provisions
of the bill is not voluntary?
Mr. COOPER. The statement with
reference to an employer coming under
the terms of the bill voluntarily was with
re~aniect to nonprofit institutions,
fir. WHI'ITINGTON. I know about
that. I am talking about self-employed
generally.
Mr. COOPER. The gentleman Is talking about self-employed people?
Mr. WHITTINGTON. Yes,
Mr. COOPER. No. They are not
covered on a voluntary basis.
Mr. WHITTINGTON. How many selfemployed are brought under the terms
of the bill outside of exceptions named
in the bill?
Mr. COOPER. There about 4,500,000
self-employed people other than farmers
who are- brought under the provisions of
the bill,

Mr. wurrIINGTON. Automatically.
whether they desire to be brought under
it or not?
Mr. COOPER. Yes. I might state on
that point that originally I favored
bringing all self-employed people in on a
Voluntary basis, but It was pointed out
that such a program would be very expensive and would probably seriously
affect the trust fund for the simple reason that people would wait until they began to advance in years or their health
became impaired before they would elect
to come in, therefore there would be an
unusual burden on the program. They
Would not have paid In during their active and most productive period of their
lives thereby strengthening the fund.
So, from the actuarial advice we were
able to secure, It was found it was not desirable to bring these people in on a voluntary basis.
Mr. WHITTINGTON. So that the
compulsory part is confined to all selfemployed?
Mr. COOPER. That applies to everybody under the program now. It is not
an optional one,
Mr. ROGERS of Florida. Mr. Chairman, will the gentleman yield?
Mr. COOPER. I yield to the gentleman from Florida.
Mr. ROGERS of Florida. If we adopt
this program Is it not a precedent for
adopting a policy of socialized medicine?
Mr. COOPER. No. It has no relation to that at all. It has nothing in
the world to do with it. Socialized
medicine cannot come unless the gentleman's own committee favorably reports legislation on that point. That is
under the jurisdiction of his committee,
not the Committee on Ways and Means.
Mr. ROGERS of Florida. Is it the
gentleman's Idea that if we require a
self-employed man who does not want
to come under this program to come in
that would not be a policy looking toward requiring a man to take out insurance?
Mr. COOPER. I do not see any relationship at all between the two.
The CHAIRMAN. The time of the
gentleman from Tennessee has expired,
Mr. DOUGHTON. Mr. Chairman, I
yield the gentleman 15 additional minutes.
Mr. MACK of Washington. Mr.
Chairman, will the gentleman yield?
Mr. COOPER. I Yield to the gentleman from Washington.
Mr. MACK of Washington. On page
54 of this bill it Is provided that newspaper publishers shall be excluded from
the benefits of this legislation. Could
the gentleman tell me why newspaper
publishers are excluded?
Mr. COOPER. Well, about the only
answer I can give the gentleman is that
the committee had no evidence that they
wanted to be included,
Mr. MACK of Washington. One further question. The publishers of news.
papers which are incorporated are
included as employees. Will this section
bar them from inclusion?
Mr. COOPER. No, sir; It does not effect them. In other words, employees of
Incorporated businesses continue In the
future as they have in the past.
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Mr. EBERHARTER. Mr. Chairman,
will the gentleman yield?
Mr. COOPER. I yield to the gentle
man from Pennsylvania.
Mr. EBERHARTER. I notice the gen
tleman is very much disturbed about the
exclusion of editors and publishers of
-newspapers. The committ3e, when it
was considering that subject, felt that
editors and publishers of newspapers sel
dom retired when they were 65 years of
age, and that was an additional reason
for their exclusion.
Mr. COOPER. The gentleman is cor
rect.
Mr. SECREST. Mr. Chairman, will
the gentleman yield?
Mr. COOPER. I yield to the gentle
man from Ohio.
Mr. SECREST. Does the gentleman
see a future possibility of farmers volun
tarily being included in the social se
curity program?
Mr. COOPER. Well, of course, It is
difficult to tell now. Farmers were not
Included under this bill because the com
mittee did not receive sufficient evidence
that they wanted to be included, and
the further fact as indicated by the con
tribution made by the gentleman from
Pennsylvania. As a matter of practice,
many farmers ordinarily do not retire at
65 years of age. If a man owns his farm,
although he May not plow and hoe and
work as much as he did in his younger
days, he still operates his farm, super
vises it, and does not want to retire as
many other people do.
I would like to refer now to certain
other provisions of the pending bill. Do
mestic servants, not In farm homes, are
included; about 950,000. They are coy
ered when regularly employed; that is,
If they are regularly employed for as
much as 26 days out of the quarter and
have earnings of as much as $25 during
the quarter, from a single employer.
State and local government employees;
about 4.000,000 People are included.
They are covered If the State enters into
a compact With the Federal Security
Agency, with the condition that employ
ees already under retirement systems are
covered only If by two-thirds majority
they vote to come under the program.
Also included are certain Federal emPloyees not under a retirement program;
about 100.000. They are covered, with
certain exceptions, such as persons un
der temporary appointment to fill a per
manent position, and very short-time
employees, such as post-office clerks dur
ing the Christmas rush.
Mr. FIORD. Mr. Chairman, will the
gentleman yield
Mr. COOPER. I yield to the gentle
man from Michigan.
Mr. FORD). As to local Institutions
that have their own programs for re
tirement, the gentleman says that it
takes two-thirds majority. Is that twothirds majority of all who are covered
under the local plan or two-thirds maJority of those voting?
Mr. COOPER. It provides for twothirds both of all employees and adult
beneficiaries of a retirement system.
Mr. FORD. There must be an affirma
tive vote of two-thirds of those who are
eligible and covered in order to bring
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the local employees under the coverage
of this act?
Mr. COOPER. The gentleman is correct.
The bill also provides coverage for certain groups, about half a million people,
which includes agricultural processing
workers off the farm, nonprofit agricultural and horticultural organizations,
voluntary employees benefit associations,
farm-loan and farm-credit institutions,
employment of United States citizens
outside the United States by American
employers, and the inclusion of tips as
wages.
Under this bill, benefits for existing
beneficiaries are increased from 50 percent to as much as 150 percent for the
lowest benefit group, with the average increase being about 70 percent. The new
benefit formula is 50 percent of the first
$100 of average monthly wage, plus 10
percent of the next $200, the average
wage being the average over-all years of
social security coverage, that is, the years
in which there was $200 or more of wages
after 1936 (or $400 after 1949), whichever is more favorable. This amount
would be increased by one-half percent
for each year of social-security coverage,
Thus, the longer the worker is in the systemn the larger will be the benefits,
Mr. McCORMACK. Mr. Chairman,
will the gentleman yield?,
Mr. COOPER. I yield to the gentleman from Massachusetts.
Mr. McCORMACK. I think the RECORD should show that in connection with
the allowance for increased annuity the
average payment of noncontributory
old-age assistance throughout the country, as I remember, is about $35, and the
earned annuity is only $24, considerably
less than the noncontributory.
Mr. COOPER. I think the correct figures are about $45 and $26.
Mr. McCORMACK. In any event, there
Is a great disparity there, and that is a
very important element for consideration
by the committee.
Mr. COOPER. The gentleman is correct.
One other word or two about this socalled increment here, this one-half percent a year that a person receives for
the number of years he is in the program,
Bear in mind that that is in the interest
of people who have sustained and supported the program. The longer the person is under the program, the more his
benefits are, and he is entitled to this increment.
The minimum primary benefit is Increased from the present $10 a month to
$25 a month.
Maximum family benefits are increased from the present $35 a month to
$150 per month.
Then there are very important provisions with respect to the qualifications
for benefits. Ini addition to existing eligibility requirements, that is, quarters of
coverage in one-half the quarters since
1936 and before age 65, or 40 quarters of
coverage, another alternative condition
is introduced so that newly covered
groups may qualify sooner, that is, 20
quarters of coverage out of the 40-quarter period ending at 65 or at a later date,
That is of special importance to this newly covered group, the self -employed.

The retirement age of 65 as provided
under the present program is continued
In the pending bill,
Mr. BRYSON. Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield to the gentleman from South Carolina.
Mr. BRYSON. Did the committee give
any serious thought to the reduction of
that maximum age of 65 to 62, as in the
case of Members of Congress?
Mr. COOPER. Yes; the committee
did give very serious and lengthy consideration to that phase of it. Therie was
considerable testimony presented to the
committee, especially in favor of reducIng the age for women. At one time the
committee tentatively agreed to reduce
the age for women to 63, I believe. Later, when we were considering the rate of
tax and the various phases of the matter, and considering the additional benefits that had been provided and all the
various problems in connection with It,
It was finally decided to leave the age at
65 as at present. It is a matter of judgmeat. Of course, there are many desirable reasons for reducing the age, especially in the case of women. But after
all, this entire program has to be paid
for, and we have to consider every item
that goes into the cost of the program
and bear that in mind when we are fixIng the tax rate necessary to provide the
revenue to pay for the program.
Mr. HEDRICK. Mr. Chairman, will
the gentleman yield?
Mr. COOPER. I yield.
Mr. HEDRICK. In my section we
have many farmers who are also coal
miners. They live on 10 or 15 acres of
land which they farm some, and go to
the mines to work some. What effect
would this have on them?
Mr. COOPER. I do not see that this
bill would have any effect on that situation, because farmers are still exempt,
I do not see that there would be any material difference from the present program In that respect.
The bill provides for lump-sum death
payments to be made available for all
insured deaths. At present these paymeats are made only for deaths where
immediate monthly survivor benefits are
not payable.
Then, as I have Indicated before, the
bill includes a new category for the old..
age and survivors insurance part of the
social-security program, which is similar to the new category included for the
assistance program; that is, we include
those who are permanently and totally
disabled. We had brought to our attention many instances of persons who have
been under the social-security program
from the very beginning. They have
been paying in their taxes. The employer has been paying the proper tax
for their benefits; but they might have
a stroke of paralysis or a serious heart
ailment might develop, or for some reason they become totally and permanently
disabled. As a result they are removed
from the labor market. They are forced
Into retirement because of their physical
condition. But they have not yet reached
the age of 65. Under the present program they can receive nothing, although
they have been paying in all during that
time,
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This provision of the pending bill adds
a new category and provides that where
a person is found to be totally and per
manently disabled by the Government
physician and meets the requirements
and provisions contained inl the bill he
may qualify. for retirement benefits,
whatever he may be entitled to, when he
becomes totally and permanently dis
abled, just the same as if he had reached
65 years of age and had been retired by
reason of age.
Mr. REES. Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield.
Mr. REES. Does that follow the gen
eral pattern prescribed under the civil
service?
Mr. COOPER. May I say to the dis
tinguished gentleman from Kansas that
h
w re h etw ol oflo
besthwe culd-torfollo the
weetried pather
the vi-erviere-s
tieneral pattern ofwlla
aespwell asthea veterans
tieetprogramwt
program wiaiith repectentostta and per-a
the retirement program under the Rail
road Retirement Act. We tried to pat
tern this along the lines of these pro
grams which have been in effect for a
number of years and have worked rather
sucsfly
sucsfly
Mr. REES. In fact, this is very much
like the program under the Railroad Re
tirement Act, is it not; that is, this par
ticular feature of it?
Mr. COOPER. It Is very similar.
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield.
Mr. MILLS. The program for rail
road men has been in effect since 1937,
has it not?
Mr. COOPER. Yes; we have had over
10 years of experience under that act,
and we have tried to pattern this some
what along that line.
Mr. LYNCH. Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield.
Mr. LYNCH. It Is true, Is it not, that
In the case of a man who might be dis
abled, let us say at the age of 52; that is,
totally and permanently disabled, he
would not become eligible for socialsecurity benefits under the present law
until he reached the age of 65? But the
fact that he was out of covered employ
meiet from the age of 52 to the age of 65
would cause a lessening of the benefits
which he ordinarily would receive under
the present law; is that not correct?
The gentleman is
Mr. COOPER.
correct.
Mr. LYNCH. We have corrected that
situation.
Mr. COOPER. That is true.
Mr. MILLER of Nebraska. Mr. Chair
mn iltegnlmnyed
Man, willOtERgetlmayield?
M.COE.Iyed
Mr. MILLER of Nebraska. If a vet
eran who was 50 years of age and comes
under the Veterans' Administration as
far as disability is concerned, and is also
under the old-age and survivors Insur
ance benefit, and he becomes totally and
permanently disabled, does he draw from
both funds?
Mr. COOPER. Yes. He would draw
under both funds. As I endeavored to
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point out earlier, the old-age and survivors and the total and permanent disability insurance is something that the
person has bought and paid for, and he
Is entitled to it as a matter of right, regardless of any other benefits that he
may receive under a pension or other
retirement system, or regardless of how
much Income he may have. He is buyIng and paying for insurance and Is
entitled to it.
Mr. MILLER~ of N~ebraska. At 65 years
of age he would get old-age assistance
and come under the survivors clause of
this bill and also under the Veterans'
Administration? And the congressional
retirement if he Is a Congressman?
Mr. COOPER. The gentleman will
bear In mind the old-age-assistance progrram or the commonly called old-age
pensions, and the total and permanent
disability assistance. Is based on need,
A person must be In need. He Is receiving something there that Is paid for by
the Federal and State governments, but
he has made no contribution at all to it.
On the other hand, the old-age and survivors insurance and the new category.
total and permanent disability insurance,
is something that he has bought and paid
for himself during the productive period
of his life, and he is entitled to those
benefits as a matter of right,
Mr. MILLER of Nebraska. I think I
understand. Of course, there is some
misconception about what he has bought
and paid for. If he has been in the program only 8 or 10 years he could not
possibly have paid in more than a thousand or twelve hundred dollars, and he
might start drawing $100 a month, which
would take out everything he had paid in
in 1 year's time,
Mr. COOPER. Well, It is the best system we have been able to work out to
meet those conditions,
Mr. MILLER of Nebraska. But he
has not really bought and paid for It.
Mr. COOPER. Of course, there may
be some question about that, but there
may be some question about whether a
man buys and pays for- other insurance
that he carries.
Mr. CLEMENTE. Mr. Chairman, will
the gentleman yield?
Mr. COOPER. I yield.
Mr. CLEMENTE. Are all the categories under the present law fully
covered in this bill?
Mr. COOPER. Yes, they are.
Mr. CLEMENTE. Some of the payments for death have not been made,
There are circumstances where a man
has been fully insured, but after he is
fully insured heb becomes ill and Is sick
for 3 or 4 Years and then dies. The
Social Security Agency says you are not
entitled to any benefits because you have
not worked the last six quarterly periods.
Has that been corrected?
Mr. COOPER. Of course, under this
new category, total and permanent disability insurance would be helpful in
such a situation.
Mr. CLEMENTE. Is there a time
limit on total disabililty?
Mr. COOPER. There is a 6 months'
waiting period. That is for this reason,
A man becomes ill or something may
happen to him today, and It is extremely
difficult to determine right then whether

he Is going to be permanently disabled
or not, or even whether he Is going to
be totally disabled or not, but we figure
that by requiring a 6 months' waiting
period competent physicians may then
be able to determine whether he is going
to be Permanently disabled and whether
his disability Is total.
Mr. CLEMENTE. If he is decided to
be totally disabled at this time, and he
dies, does his family receive the death
benefits?
Mr. COOPER. Yes. That Is correct.
Mr. FORAND. Mr. Chairman, will the
gentleman yield?
Mr. COOPER. I yield.
Mr. FORAND. Insofar as the waitIng period of 6 months Is concerned, I
think the States could well take care of
that period like the State of Rhode Island
does under Its sick-benefit Insurance setup. that would give the beneficiary an
opportunity to at least have some help
during the first 6 months of his disabilIty. and then the social-security program pick him up.
Mr. COOPER. That is correct.
Now, one other point I would like to
mention, and I shall not take more time,
We Include a very important provision
In the Interest of our veterans. We provide that a permanent wage credit, at
the assumed rate of $160 per month,
shall be allowed for the time spent in
the military service. We have thousands and thousands of veterans o
World War II, men who were in coyerd
employment before they went into te
service and went back into covered employment after they came out of the
service. But for the length of time they
were In the military service there Is a
gap in their social-security coverage;
that is 1, 2, 3, 4, or 5 years that they
spent in the service-that much time is
taken out under their social-security coyerage. This bill provides that we will
allow at the rate of $160 a month the
time that the man spent in the military
service in order that there may not be a
break or a gap In his social-security
coverage,
Mr. CLEMENTE. Take the case of
the boy who goes into the service at 17
years of age but who is now under coyered employment; would he be given
credit at that rate for the time spent
In the military service?
Mr. COOPER. Yes,
Just a word in conclusion. Your committee has given 6 months of diligent
effort to this bill. We present to you
what we consider and honestly believe to
be a sound, workable, and constructive
bill, and request your earnest consideration and support of It.
TME PROPOSID LEGISLATION IS GOOD BUtT DOES
NOT GO PAR ENOUGH

Mr. DINGELL. Mr. Chairman, let me
start off by saying that I am 100 percent
In favor of H. R. 6000 and want to do
everything in my power to see that It is
enacted. 'The Committee on Ways and
Means has worked hard and diligently
on this bill and has produced a very significant measure. There has been splendid cooperation between all the members
of the committee, and I am very gratifled that the bill accomplishes as much
as It does considering that In this democratic Nation of ours the wishes of the
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minority are not to be completely ig
nored. However, I do want to state at
this time my personal views that the
bill should have gone further than it
does and thus provided a greater meas
ure of security for the people of this
country. Many of the features of R. R.
4303. which I introduced in the Eightieth
Congress might well have been included
in the current legislation.
As I have stated, the social-security
amendments contaIned in H. R. 6000 are
not all that I hoped for. As all Mem
bers of the House know, I have consist
ently In the past been in favor of liber
alizing and expanding the social-secu
rity system so as to cover all gainf ul
employment In the country. Thfs action
Is long overdue and we should not delay
any longer for more study and delibera
tion. The subject of social security has
been widely considered both within and
without the Government over the past
decade and there is almost universal
agreement that expansion and liberali
zation are needed and needed now.
Although the bill is deficient in that
It does not go as far as I should like to
have It go in the direction of liberality
of benefits and expansion of coverage,
considering the tremendous problems in
volved, ~the bill, H. R. 6000. Is a definite
eoe
o nyhsi
tpfrad
sNtritonl has itreovedag
sthep forwastcrd.
truhetdasotic r y hestrictireonlfuoerg
ion gfht aboutibytheCogrearharut reou
tngiono the Eightrirecthiongressabutdmov
11,000,000 more people to the coverage of
hnapiaelf-n
teporm
thneprogram. Whnenmapriates chafe-
aochanged
iy
surntetpeompan cotempateis
in the tpebi of poluicys thatrisgt becsol
cu
trqursatoog
otepbi
anial study and research by experts, all
Involving a tremendous amount of time
and energy. Thus, the social-security
system, covering the employment of 35,
000,000 people during an average week,
or 50.000,000 people during the course
of a year, and over 80,000,000 people
since its inauguration, less than 15 years
ago, also requires a tremendous amount
of work, both by policy makers and by
technical experts.
First, and perhaps foremost, I believe
that coverage could feasibly have been
extended to more persons than the bill
covers. The important groups still not
covered, but greatly in need thereof, are
farmers, farm laborers, intermittent do
mestic services, members of the armed
forces, and perhaps supplemental or co
ordinated protection for railroad work
ers and civil-service workers, who have
their own systems. Also some provision
should be made for national-bank em
ployees who were Inadvertently omitted
from coverage during 1937-39, many of
whom have suffered as a result.
I am especially concerned about the
coverage of farmers and farm laborers.
I have always contended that farmers
and farm laborers, just like all other
workers, suffer from heat and cold, want
and privation, and all the other risks of
humankind In our complex economy. I
believe that the spokesmen for the farm
ers actually failed their responsibility in
that they did not press more strongly for
the cause of covering farmers- under the
social-security system.
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I think that the farmers and farm laborers, as well as the various other classes
which are not included under H. R. 6000,
will ultimately be included. In the
meantime the bill, H. R. 6000, provides a
fairly adequate start toward a good, liberal social-security system for the workers Of this country, and I hope it will not
be too long before the benefits of coverage will bc available to all workers,
The benefit amounts have on the whole
been increased very materially, but I feel
that an even further increase would have
been desirable. The maximum crcditable wage was increased from $3,000 to
$3,600, but this is far too little and should
have gone to at least $4,800 when It is
considered how much wages have risen
since 1935, when the $3,000 maximum
was first inaugurated. For Instance,
among male automobile and steel workers employed throughout the entire year
over 40 percent received at least $3,000 in
wages in 1945, and since that time this
Proportion has undoubtedly risen considerably, probably to at least 60 percent. Moreover, the majority of these
are earning well above the $3,600 limit
established by H. R. 6000. A higher wage
limit would, of course, have resulted In
higher benefits. Then, too, In the matter of liberalization of benefits, I feel
that we have not done adequately by
those who are already on the roll. These
persons will receive an increase of about
70 percent, which it is true will be most
helpful, but they will still not be treated
as f airly as those who came on shortly
after the enactment date, who will, in
effect, receive an increase of about 100
percent.
Considering the eligibility conditions
for benefits, I feel that the bill Is a little
too strict in regard to both those in the
newly covered groups and even for those
now covered, and I would very much prefer to have seen more liberal eligibility
provisions included. Also it is unfortu.
nate that the retirement age for women,
/'both
workers and dependents, such as
wives and widows, was not lowered to
age 60.
The bill has made a great forward step
in including permanent and total dis.
ability Insurance, but I feel that too conservative a Program has been set forth
because there are no supplementary benefits available for dependents. Certainly
a young worker who is disabled and who
(had a number of children is in great
need of more than the moderate benefit
which will be payable to him, and it
would seem only logical that if his dependents are to receive benefits after his
death they should certainly be paid while
he is living. After all, it will be a very
peculiar situation for less to be paid to
the worker's family while he is alive and
disabled than &fter he dies, and I certainly hope that dependents' benefits for
disabled workers will be introduced in
the not too far distant future. Also it
would be desirable to include benefits for
disabled dependents of retired workers
and disabled survivors of deceased workers without regard to the age limitation
now prevailing,
H. R. 6000 is of ,great importance In
encouraging persons beyond the retirement age to engage in some form of gainful employment because it permits pay-

ment of full benefits when wages are $50
o~r less per month. However, if adminIstrative problems could be solved, It
would be desirable to go further and
eliminate an inequitable situation which
will arise. A man earning $55 will lose
all of his benefit, whereas if he earned $5
less, he would have received all of his
benefit. Certainly, In such a case he
should only forfeit $5 of his bsnefit.
After a retired person reaches '75, the
bill will permit him to earn any amount
he can without loss of benefits.
In the field of public assistance, I am
heartily In favor of the increased grants
for States with low average payments,
although I think that we are perhaps
tackling this problem in the wrong manner. I believe that it would be much
better if Federal participation varied
with the economic capacity of the State,
as determined by Its per capita income,
rather than on the basis of the average
payment In the State.
Finally, let me refer Just a moment to
the historic Republican opposition to
social security. In general this opposition
has not vanished, but is unfortunately
still present among the undercurrents.
The Republican Party on the whole is
still rigidly conservative and has
throughout the years tried to hold back
the inevitable progress of social security,
The time was ripe Just after the war, and
after thorough studies had been made
available, for the Republican Party while
It had control of the Eightieth Congress
to sponsor legislation which could have
been on a nonpartisan basis, but -as you
all know virtually no action was taken
and even such action as there was at that
time was of a negative character, removing from coverage thousands of people
under the so-called Gearhart resolution.
The cause of social security is so popular among the people of this country
that the Republican Party does not dare
to come out in opposition and defeat the
will of the people. But the Republican
Party does attempt to hinder and delay
any progressive, liberalizing moves.
There is need to be truly conservative
In setting up a broad insurance program
such as this, and the Committee on Ways
and Means has had competent actuarial
advice on this matter, The benefits provided in H. R. 6000 will be met without
any question from the contribution income to the program. However, there
is a very clear distinction between conservatism In the plan of financing and
the ultraconservative attitude of the
Republican Party which has tried to
block any progressive legislation toward
liberalizing the program.
In closing, however, let me reiterate
that I have discussed here only the fea.
tures of the bill which I felt could be
Improved and liberalized, and I have
not taken the time of this House to go
over the many sound and desirable features of the bill, If I had done so I would
have taken up far more time than I have,
This bill has my wholehearted support
and I urge its passage,
Mr. WOODRUFF. Mr. Chairman, I1
yield 15 minutes to the gentleman from
Pennsylvania [Mr. SimpsoN],
Mr. SIMPSON of Pennsylvania. Mr.
Chairman, I wish to suggest to the committee in connection with this bill that
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there are two parts to It, the one being
that which we are very happy to give to
those who qualify as eligible for benefits
under the social-security laws; the other
Is that applying to taxes and the effect of
the taxes upon both the Individual and
his employer. Little has been said about
that phase of this legislation. Frankly,
if there Is any windfall involved in this
piece of legislation for anyone it is for
the United States Government.
Can you imagine what this committee
would have done had the Ways and
Means Committee, carried out the Presi
dent's request earlier this year and come
before you with a new tax bill imposing
new levies upon the Income-tax payers
of the country and In Particular upon the
corporations?
We thought of that
earlier in the year as the President re
quested. But, Mr. Chairman, regard
less of the White House request that we
pass a new tax bill this year, the chair-.
men of our respective Finance Commit
tees threw up their hands In holy horror
and said there should be in effect no new
tax bill this year. That tax, as I sug
gested earlier, as contemplated, would
have applied largely to the corporations;
yet here we are today under a closed rule
Imposing an Income tax upon the very
poorest people of our Nation, the man
with the smallest income, the man who
under our general income-tax laws is
exempted; yet here we are imposing that
tax upon him; and, worse, we are spendIng it, as we see. So I repeat that the
Treasur~y of the United States will re
ceive the windfall, if there Is any, un
der this bill because It will, over the next
5 years, collect at least one-half of all
the taxes levied under the social-security
laws from the lower-income group of our
Nation in an amount of $2,500,000,000
per year in excess of expenditures. Put.
ting It another way, our reserves for the
social-security fund will Increase by
about $11,000,000,000 over the next 5
years, All of that is money that will be
taken from the individual and his em.
ployer and spent for regular govern.
mental expenses. Certainly, Mr. Chair~
man, one can readily understand why
those charged with the administration of
our Government today would like to have
this bill passed.
In effect, the Congress has said "You
cannot take that money from the busi..
nesayucnotkehtmny
fresmanhe yusa Icanote-take thates
mone
frnom thkeusual Incoe-ta payers youpra
tions, but we will go out and apply an
income tax without any exemption to
the lowest income group. We will take
ntigofrgrls
ftesz
fter
aiy
ewl
nothing
readesofh
ae off
ieof thedi
aiy
ewl aentigoffrmd
ical expenses, nothing whatever, We
will levy the tax against whatever they
may earn."
Someone may rise and say that that
Is not exactly true because there Is an
exemption of four or five hundred dol
lars a year below which the individual
does not pay a social-security tax, but I
point out that that group has no chance
whatever for benefits under these socialsecurity laws, the very group that actu
ally needs It the most.
There has been considerable talk
about the fact that this bill has come to
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the committee with a substantial ma.Jority In favor of It. That is true. I
suggest that had the committee believed
that anything other than the usual practice of the House would be followed In
considering the bill that it would not
have come out with much more than a
bare majority. However, the bill is here,
The gentleman from New Jersey (Mr.
ICEAN] has introduced a bill which will
be the basis for a motion to recommit.
'In that bwill are a number of ittems abu
nine of which were at one time or another either actually written by the committee Into the bill H. R. 6000 or they
were voted down by a few votes. They
were highly controversial items. When
one realizes that our committee is
divided respectively, 15 Democrats and
10 Republicans, and I tell you that a
number of these factors In Mr. KEAN's
bill under the nine Items found in our
report on 'page 51 were actually in the
bill, you will appreciate that a number
of Democrats supported the position
taken by the author of the amendment.
They are highly meritorious amendments and, In my opinion, they deserve
at the very least the consideration of
this body for they do express a policy
that the entire Congress should have
passed upon.
With respect to one of them dealing
with the $3,000 wage base, you should
keep in mind that social security Is intended to solve a social problem. It is
not Intended to compete With Insurance
and It is not intended to provide Insurance. It Is to solve a social problem.
Raising the base from $3,000 to $3,600
Immediately gives a windfall to every
man earning $3,600, not at his own expense, not because of something he
bought and paid for, but It Is paid out
of the social security fund which has
been taken from the workingmen in
years past, who paid their tax on a $3,000
income and less. Thus by increasing
this to $3,600 we Immediately help the
man who needs It from the social standpoint more at the expense of employees
who need It worse,
Mr. Chairman, adding one-half Percent
a year for every year a man is under the
social-security law is not right. There
are two provisions In the bill providing
for extra credit because of continuous
membership in the fund. One is the continuous factor which in effect means that
the longer you are in the more you get,
After having given that to the Individuals, we then add this increment of onehalf percent a year. We did that in the
face of the recommendation of the ad'Visory committee, which is accepted generally as authority on social security law,
because what we are saying to future
generations to came is that we In 1949 are
levying an obligation upon you about
which we cannot even guess as to its cost.
We do not know how many people will
be In how long unider the social security
law and, starting today and looking
ahead 20 to 30 years, that employee has
no idea what his actual work will be each
year unless he assumes he will work
regularly. The generations In the future
will be Just as puzzled as we are today,
In Just as much confusion about social
security. if our record is any Precedent.
When this social security program

started 10 years ago, we all were led to
believe, though I was not in Congress at
that time, that the problems of the worklngman would be solved. Here we are
a few years later with our fund over
$8,000,000,000 In the red, and with the
payments, to which any worker is eligible,
wholly inadequate, so much so that I believe I am correct In saying that about
one-sixth of all those receiving benefits
under this law are also receiving old-age
assitance., We have benefits so inade
quate that we are here today increasing
them by an average of '70 to 80 percent,
an Increase, members of the committee,
which every recipient needs upon which
to live. That is something that the Congresses back In the thirties had no right,
If you please, to promise those Individuals, and then to depend upon a future
Congress to make good,
Mr. JENKINS. Mr. Chairman, will the
gentleman yield?
Mr. SIMPSON of Pennsylvania. I
yield to the gentleman from Ohio.
Mr. JENKINS. Did the gentleman
give the approximate cost of this increment to which he has been referring?
Mr. SIMPSON of Pennsylvania. Onehalf of 1 percent a year for each year the
Individual Is in the retirement fund.
Mr. JENKINS. The total aggregate
would be about $1,000,000,000 a year, additional cost.
Mr. SIMPSON of Pennsylvania. Yes. I
would like to add at this point that that
will be one of the Items excluded under
the Kean bill so that we can save $1,000.000,000 each year right there by accepting the Kean bill. And, please get
this point, there Is not a man eligible
under H. R. 6000 for benefits under social security who will not get exactly
the same amount of benefits under the
Kean bill,
Mr. MILLER of Nebraska. Mr. Chairmian, will the gentleman yield?
Mr. SIMPSON of Pennsylvania. I
Yield to the gentleman from Nebraska.
Mr. MILLER of Nebraska. I am concerned about the gentleman 's statement
that the old-age and survivors insurance
fund is $8,000,000,000 in the red. How
does the gentleman explain that, and
what is the situation in relation to the
moneys paid by the employer and the
employee to take care of his needs In his
old age?
Mr. SIMPSON of Pennsylvania. It is
explained by simply stating that there
has not been sufficient money collected
from the employer and the employee to
meet the accumulated obligations if the
fund were called upon to liquidate. An
insurance company, Privately operated,,
for example, would be required to hold
in Its reserve sufficient money to provide for liquidation. This fund does not
do so.
Mr. MILLER of Nebraska, Do I understand then that the money Paid In
by the employer and the employee Is
sometimes used to meet the current
needs of government?
Mr. SIMPSON of Pennsylvania. Well,
we are talking of two things. The answer to the gentleman's last question,
namely, that the dollars actually collected go into the Treasury and are actually spent, is true. The other refers
to the 'fact that we have not collected
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sufficient money to take care of the obli
gations as they accumulated under the
social-security law, and In that respect
there Is a deficit of about $8,000,000,000.
Mr. FORAND. Mr. Chairman, will
the gentleman yield?
Mr. SIMPSON of Pennsylvania. I
yield to the gentleman from Rhode Is
land.
Mr. FORAND. Is it not a fact that
the answer to the gentleman's first ques
tion Is- that because of the Republican
sponsorship of freezing the tax, that the
fund has a deficit of that amount?
Mr. SIMPSON of Pennsylvania. If
there Is one thing we have learned in
the last few days in this body, it is that
the Democratic Party Is In control. I
simply point out that every year this
freezing of the tax passed the Congress,
the Democratic Party controlled both the
House and the Senate, with one single
exception, and that was in that very
flne Eightieth Congress.
Mr. FORAND. But the movement was
sponsored by the Republicans, and a few
Democrats got on the band wagon.
Mr. SIMPSON of Pennsylvania. I have
yet to know of any major legislation pass
ing under Republican sponsorship with
out Democratic support.
Mr. MILLER of Nebraska. Is it not
true also that the two previous Demo
cratic Congresses froze the tax?
Mr. SIMPSON of Pennsylvania. It
was their idea in the first place.
Mr. JENNINGS. If the gentleman will
yield, I am surprised that my good friend
from Rhode Island would undertake to
imply for 1 minute that any Democrat
would get on the band wagon because it
Is popular to do so.
Mr. SIMPSON of Pennsylvania. I
have one other matter about which I
want to talk. I think It will strike an
Interesting chord in the mind of each of
you, at least from my viewpoint. I feel
that this prov~sion in the bill providing
for permanent-disability benefits is one
that will lead inevitably to what each of
us thinks of as socialized medicine. I
have told many a doctor and civilian
in my district that I am opposed to
socialized medicine, and I do not want to
support legislation which in my opinion
may lead to it. You look surprised, per
haps, because It is very true that this bill
is written most carefully to insure as far
as possible that the benefits which a man
who Is totally and permanently disabled
may receive will not be received until
these safeguards lZave all been sur
mounted, and they are considerable. It
must be a 6-month period within which
the man is disabled, and there must be a
finding by competent doctors.
The experience of the Veterans' Ad
ministration and what should be the exPerience under this bill would seem to
me to direct that when the doctors say a
man Is not totally and permanently dis
abled but he is almost Permanently and
totally disabled, the common sense of
those in charge of the administration of
this fund, and after all, that Is the Con
gress, would direct that they make an
effort to save that man from becoming
a liability upon the fund. It would not
only be common sense, it would be our
duty to do that. Consequently we would
find ourselves called upon to provide
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treatment for an individual nearing total
disability. We would find ourselves
called upon to provide hospitalization for
such an individual. Then, after a man
whose health has been insured by this
body has been found to be totally and
permanently disabled, common sense
would direct that we provide the hospitalization in the hope that he might recover sufficiently to be no longer totally
and permanently disabled. Thus, I believe we will have entered into a field
that this Congress should not enter.
Certainly we should not enter into that
field without recognizing what we are
doing,
I envisage the time when a man approaching 60 years of age says he is
totally and permanently disabled because
he has an actual or fancied ailment.
The Veterans' Administration have gone
almost as far as to recognize that any
veteran who has reached age 60 has a
prima facie case that he is totally and
permanently disabled. They have regulations out that approach that point,
Certainlyunder these social-security laws
Insuring the workers of our country
against health and accident disabilities.
we should, I believe, protect ourselves
on that point and protect this fund, remembering that the money that goes to
pay these men their claims comes out of
the taxpayers.
Mr. Chairman, I urge the adoption of
the Kean bill by the recommittal of H. R.
6000.
Mr. DOUGHTON. Mr. Chairman, I
yield 40 minutes to the gentleman from
Arkansas [Mr. MILLS].
Mr. MILLS. Mr. Chairman, in view
of the action of the House on yesterday
adopting the rule providing for the consideration of the bill H. R. 6000, it appears to me the Membership of the House
might well be interested in the differencas that exist between the bill H. R.
6000 and the bill H. R. 6297, which was
introduced by the gentleman from New
Jersey [Mr. KEAN] on October 3, and
which we are informed will be the subject of a motion to recommit to be offered from the minority side.
Before proceeding to that matter, however, let me give you my considered judgment regarding the statement which was
made yesterday during consideration of
the rule by the gentleman from Nebraska
[Mr. CURTIS].
As I remember his statement he found
fault with the action of the committee
in reporting the bill H. R. 6000 because
the hill now before you, in his opinion,
is a step in the direction of a welfare
state. We have heard an awful lot in
recent months about the development
of a welfare state. It is significant that
we hear that charge every time any legislation is presented to the Congress which
has to do with the welfare of an individual. I challenge the statement that
the creation of machinery providing security against need in old age constitutes
a welfare state or is in the direction of
a welfare state.
if we should adopt some of these
grandiose schemes which have been Submnitted to the House in the form of a bill
providing for the payment of pensions to
individuals who have reached the age
of 65, whether they need those benefits

or not, as some of our colleagues have
signed a discharge petition to do, we
might be proceeding in the direction of a
welfare state. But when we call upon
the Individual during his productive
years to lay aside, in the form of a contribution, out of his wages and earnings
an amount of money which will enable
an agency of the Government to provide
him with benefits after he becomes 65
Years of age, or when he becomes disabled
at less than 65 years of age, how can it
be said that we are doing something for
that individual for nothing?
Certainly he is at least entitled to say
he Is buying and paying for that security against need in his old age,
Mr. BYRNES of Wisconsin. Mr.
Chairman, will the gentleman yield?
Mr. MILLS. I yield.
Mr. BYRNES of Wisconsin. I do not
believe the gentleman intends to convey that Impression that those people
who are presently making contributions
at the present rate are paying the cost
of the benefits they are receiving as long
as they are paying a tax under 6.15
percent.
Mr. MILLS. The gentleman calls the
attention of the House to a very imiportant matter. It is true that the existing
social-security program is estimated to
cost on a net level-premium basis about
4.45 percent of pay roll. I am guilty
myself, as is the gentleman, and as are
most of his colleagues on the left of the
present speaker, and some on the right,
of doing what now appears to be a very
Ill-advised thing over the years, not permitting the original tax rate provided in
the 1935 and 1939 acts to go into effect,
but continuing to agree with the Senate
that it should be frozen at 1 percent of
pay roll each on employer and employee,
This bill reestablishes a rate of taxation
which makes this program as sound as
actuaries can estimate soundness to be,
because the rate of taxation under the
bill would eventually go in excess of the
level premium cost of the program of
6.15 percent of pay roll. The present
program is not sound, and the present
rate of taxation provided to maintain
that program is not sound, and the gentleman understands that it is not sound.
As evidence of the fact that It is not
sound the Congress adopted the so-called
Murray amendment a few years ago. In
lieu of permitting the tax rate to go up,
we adopted the Murray amendment providing that, in the event there were not
sufficient funds in this trust fund to pay
these insurance benefits, we take such
amounts as are needed out of the Federal Treasury and supplement the funds
of the trs fudThgetmaral
ize copetru
yund. thesgenlema
H.Real-00
nobeoeyurpastaprvsoo
nobereyuepasttpovin,0
that now the benefits earned and due
under the program, after this bill Is
adopted, will be paid exclusively out of
the trust fund.
Mr. BYRNES of Wisconsin. The gentleman 1s not contending that the program is actuarially sounmd?
Mr. MILLS. The present program 1s
not actuarially sound.
Mr. BYRNES of Wisconsin. But even
the program contemplated by H. R. 6000
Is not actuarially sound?
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Mr. MILLS. The gentleman is con
tending just exactly that, that it is ac
tuarially sound. The gentleman will ad
mit that the program provided in the
motion to recommit is likewise as sound
as actuaries can estimate a program to
be, in that it provides an over-all rate of
tax which will go into effect In the future,
equivalent to the level-premium cost of
the program as estimated by actuaries.
But let me proceed.
Mr ROGERS of Florida. Mr. Chair
man, will the gentleman yield for a
question?
Mr. MILLS. I yield.
Mr. ROGERS of Florida. You say that
this program for old-age and survivors
Insurance is continued. Is there any ad
ditional cost to the Treasury of the
United States on that account?
Mr. MILLS. The bill does not con
template any cost out of the Federal
Treasury for the operation of old-age,
survivors, and disability insurance.
Mr. ROGERS of Florida. Also this new
phase of taking care of men permanently
disabled does not come out of the Treas
ury of the United States?
Mr. MILLS. As far as the provision
In title II of the Social Security Act is
concerned, it does not. The gentleman
may rest assured, if he votes for H. R.
6000 on final passage, that he is not en
tering upon a program, as far as the bill
itself is concerned and the action of the
Congress today is concerned, that will
cost the Federal Treasury one penny in
support of these benefits.
Mr. ROGERS of Florida. The gentle
man is certainly making a good state
ment.
One other question. What will be the
additional cost of the program under
this bill over what it is costing at the
present time?
Mr. MILLS. Does the gentleman
mean the present program under oldage and survivors insurance or the
public-assistance program?
Mr. ROGERS of Florida. Public
assistance.
Mr. MILLS. The public-assistance
program right now is costing, for the
aged, dependent children, and blind of
the country, approximately $1,000,000,
000 of Federal money annually. That
is public assistance paid by the States
and the Federal Government.
Mr. ROGERS of Florida. Then the
additional coverage of the 11,000,000
people that was mentioned?
Mr. MILLS. That has nothing to do
with public assistance. The 11,000,000
people are people who are covered under
old-age and survivors insurance. They
are the 11.000,000 additional people who
will make contributions to this fund.
Thyreuigpoeconndaig
money f or it. They are the people
agiswhmtstxwllbleed
agintr
ho thisER
taxCarmn
b will
eid
the gentleman yield?
Mr. MILLS. I yield.
Mr. COOPER. I think what the gen
tleman from Florida has in mind is the
additional cost there may be to the Fed
eral Government outside of old-age and
survivors insurance.
Mr. MILLS. That would be $256,000,
000 annually. That is the additional
cost In the bill, under public assistance.
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call the gentleman's attention, how.Mr. MILIW. No change Is made of any Senate Finance Committee, staffed by
ever, to this point at this time: The mo- existing law regarding the care of these some of the most eminent men in the
tion to recommit will also Include a cost funds. The gentleman understands that country outside of the Government, emn
of $256,000,000 for public assistance out these funds are under a board of trustees, inent In the field of social security, busi
of the general funds of the Treasury, and he knows that the Secretary of the ness, labor, and farming, a cross-section
We had in mind, however, I may say to Treasury Is one of the trustees under of the various occupations in the United
the gentleman from Florida, that this existing law. There is no change with States, recommending and urging that
action, as stated in my question to the respect to the trustees of the fund. They the tax base be raised to $4,200. In the
gentleman from New Jersey, of taking invest the proceeds of the trust fund In interest of establishing harmony within
additional people into the old-age and
Government bonds, Just as any insur- the committee and in an effort to bring
survivors insurance program is calcuance company today may Invest its out a bill against which no one could
lated in the long run to safeguard
assets in Government bonds. We make have objection, the committee compro
against larger expenditure out of the no change in that.
mised the viewpoint of the minority. A
general fund-that is, for old-age assistMr. JONAS. Will that apply to the majority of the members of our commit
ance. I share the view expressed by the total and permanent disability fund?
tee, a great majority of the members of
gentleman from New Jersey that in time
Mr. MILLS. Yes; to all moneys paid our committee, desired that we Increase
' You and I may see the situation where
Into this program; they will all be this tax base to $4,200. But we went along
we shall no longer be paying funds out handled in the same manner.
with the urgings of others on the com
of the general Treasury under the pubNow let me proceed to a discusison of mittee that it be Increased only to $3,600.
lic-assistance program; this will occur the bill H. R. 6297. which will be the
Mr. McCORMACK. Mr. Chairman,
because of these retirement benefits and motion to recommit. If the Members will the gentleman yield?
disability payments that we are now
will turn to page 158 of the report they
Mr. MILLS. I yield to the gentleman
talking about which will be Paid out of will find a summary of the recommendafrom Massachusetts.
this fund Into which workers are making tions of the minority members of the
Mr. McCORMACK. I may say that
contributions in the form of a tax.
Ways and Means Committee. These
the leadership expressed a strong hope
That is the hope of the committee. if
recommendations are included in the bill that it be increased to $4,200.
It were not the hope of the committee,
introduced by the gentleman from New
Mr. MILLS. I can agree with my dis
the committee would not have spent Jersey [Mr. KEAN], R. R. 6297. Let us tinguished leader. I know of the many
these hours, days, weeks, and months In see what the differences are between the times he talked to me about the matter.
sifting these people that are now outside positions of the majority and minority on But If we maintain our tax base at $3,000
the program and deciding which should the committee.
teprogram woudcstw-ehso
come in; we would have provided one
The very first suggestion of the mitherulecottto-tnth
of
n1a-olmny
program for $60 a month or $30 a month nority has to do with the wage basei percent moeof pay -rollman
money.000One
for everybody and pay for it out of the that is the amount that an individual
percyent of pay rlevl-prmeans $1,5000000
general funds If we had not had the hope earns, whether he is an employee or a prya
nalvlpeimbss
that this program we are talking about self-employed individual, that will be
Two-tenths of 1 percent of pay roll is
now would avoid the necessity of continu- subject to the tax and benefit provisions
not a small amnount.
Ing public assistance in the future. We In the bill. In 1935 and during the inLet us pass then to the next matter
will never, of course, do away with public tervening years, the Congress has seen
In dispute between the majority and
assistance, but we at least hope that fit to maintain that tax base of $3,000 temnrtadta
a od.i
o
maybe the recipients in the future who of earnings. That Is to say, if an individare reading on page 158, with this mat
would otherwise have been eligible for ual under covered employment makes ter of automatic yearly increase in the
public assistance, under this program will $4,200 a year, only $3,000 of that income
benefit. We call It Increment. Under
have established enough credit that will be taxed for social security purposes.
existing law, we provided that a man
benefits will be paid out of the insurance In 1935 when that action was taken by shall have his benefit, after It has been
plan.
the Congress 97 percent of the people determined under the formula, increased
Mr. JONAS. Mr. Chairman, will the covered under social security had less
by 1 percent for each year he is under
gentleman yield?
than $3,000 a year of earnings. Today, if covered employment; that means, under
Mr. MILLS. I yield,
we had followed the minority recommenexisting law, If a man is under covered
Mr. JONAS. I am not much concerned
dation to maintain the tax base at $3,000, employment for 20 years and his benefit
about the argument as to whether we
only 76 percent of the employed Individis figured out at $40 under the formula,
have to dip into the Treasury to make uals covered will be earning less than you give him an extra 20 percent of that
good some of these benefits, because I $3,000.
benefit, or $8, making his benefit $48 in
think under the present bill that it is
I need not dwell upon the reason for stead of $40. The bill H. R. 6000, by the
much more profitable for this Govern- that, Mr. Chairman. The membership of way, reduces that increment, and this is
ment to spend the money on the aged this committee realizes full well the great another compromise made. from 1 per
and-decrepit and those who are indigent increase that has occurred in wages in cent for each year in covered employ
here presently even if we run short of the past few years and the reason why mnent to one-half percen' for each year
income, rather than to spend it the way these statistics are correct. If we in- In covered employment.
we are doing now in some foreign juris- crease this tax base from $3,000 to $3 600,
Let me point out to the committee
dictions.
as the majority has suggested in H. R'
why, in my opinion, that Is necessary.
The point I am concerned with pri- 6000. then 86 percent of the workers First of all, we have adopted a formula
manily now is one that perhaps the gencovered under title II will be making less
for determining benefits which is ex
tleman from Arkansas can answer: In than $3,600. There will still be 14 per- tremely weighted for the benefit of those
the original bill there was a provision that cent of the employed individuals covered
With low incomes. For example, a man
these funds were to be considered trust by title II of the Social Security Act who who has $100 a month average wage, we
funds regardless of how they were allo- earn wages In excess of $3,600. You can give him a monthly baxic benefit of $50.
cated; is there any change in this bill to see that if we created the same situation but if that man's wage is $150 we only
which the gentleman has Just referred today that existed In 1935 and had 97 Increase his benefit by. $5, or to $55.
by number, with reference to the alloca- percent of the workers of the country Under the bill, if a man has made $3,600
tion of those funds that takes them out covered by title Il earning less than the
a year over all of these years as against
of the trust-fund category regardless of tax base provided in the bill, the base the other fellow's $1,200 over all of these
these different features to which the would have to be approximately $4,800.
years, he only gets $70 benefit as against
gentleman has alluded in the program?
We had the urgent request from the $50. There is only a spread of $20 of
Is there any difference in the status of administration for increasing the wage benefit there based upon $2,400 of addi
these funds? In other words, will the base to $4,800. and this was embodied in
tional earnings. So you can see that
Secretary of the Treasury be the trustee the bill introduced by the chairman of under the bill we have heavily weighted
of the funds and will they be considered our committee for study and considera.
that formula for the benefit of this in
trust funds, and will they be invested as tion of our committee. We had the Addividual who makes the least on down
trust funds?
visory Council on Social Security to the through the future in average wage.
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Mr. K~EAN. Mr. Chairman, will the
'gentlemnan Yield?
Mr. MILLS. I yield to the gentleman
from New Jersey.
Mr. KCEAN. The gentleman placed
much stock in discussing the $3,000 item
on the opinion of the Senate Advisory
Committee. Would the gentleman advise the House what the Senate Advisory
Committee advised with reference to the
Increment?
Mr. MILLS. Yes. The Senate Advisory Committee advised that we eliminate increment, as did all the spokesmen
who appeared before the committee representing the big Insurance companies
of the United States, I will tell you why
In a minute, but I think the gentleman
well knows. If we do not continue this,
matter of increment on the basis of the
comhmittee's recommendation, here IS
what You dome to-and this involves also
the third suggestion by the minority i
Say that this individual began work In
1941 in a defense plant; he had not
worked any place else before that; he
received high wages in the gentleman's
State of California; he will be peirmitted
to hold that Job until 1951 on those high
wages; many of those years he was being
paid overtime and double time for workIng on Sundays. So that he built up a
tremendously high rate of earninigs over
those 10 years compared to the earnings
prior to that and after that. But so long
as he remains In covered employment
earning $400 a year, under the minority's
recommendation, all in the world he ever
has to keep In mind is those 10 years of
earnings, because his average wage will
be based upon the 10 highest consecutive years of employment. That costs
more money than what the committee
Wants to do.
They charge us with trying to fix this
bill for the benefit of an individual who
is fully and regularly employed at a high
wage, but I charge them with eliminating
the Increment because they could not
have increment in this bill and maintain
this 10 highest years for the benefit of
these people who have worked In these
war plantA and who may not enjoy their
high wage In the future.
Yes, we need this incremient for this
reason, that that very individual who
worked during those 10 years may build
up the maximum wage base during that
10 years, but he may never pay again in
the future because he may retire in 1951.
He may never pay in the future into the
fund, but we are going to give him the
same benefit for 10 years of coverage
that we are going to give under the minority recommendation to the individual
who had paid into the fund for 40 years
at the maximum rate.
How in the world can you go out to
workingmnen throughout the country and
tell them to continue to pay this tax
into this trust fund even though it does
not accrte to their benefit after 10 years
of payment? Why, the entire program
will break down. You will find untold
resistance in the future to any automatic
increase in the tax rate provided by this
bill. Certainly You will. If you want
to destroy the social-security Program, in
my humble opinion, you vote for the minority's motion to recommit this bill to
eliminate increment,

The gentleman from New Jersey
points out that It saves eight-tenths of
I percent of pay roll in the future to
eliminate Increment. That Is true. It
reduces the cost of the program. But
the important thing Is to maintain a
willingness on the part of the people
covered by this program to accept these
automatic tax-rate increases. Otherwise, the program will be destroyed,
Whatever difference there is between the
amount of money in the fund and the
benefits then due will certainly have to
be paid for out of the Federal Treasury
of the United States, and that may well
amount to more than $1,250,000,000 a
year.
Mr.
Mr. BYRNES of Wisconsin.
Chairman, will the gentleman yield?
Mr. MILLS. I yield.
Mr. BYRNES of Wisconsin. I wonder if the gentleman would. be fair
enough to the Members particularly on
his side to advise them what the admin.
Istration recommendation was in this
retard.
Mr. MILLS. I will be glad to. I am
trying to be as fair as I can, The administration desired an entirely different
formula from that which the committeo
adopted.
Mr. BYRNES of Wisconsin. They recommended the five best years, did they
not?
Mr. `MILS. The Social Security Administration recommended the five best
years, You have something like that In
civil-service retirement. We thought
the sounder approach, because It cost
less money to the fund, was to relate
the man's benefit more directly to the
amount of the tax that he had paid into
the fund. Under the bill, you take a
man's average wage, all of his earnings
over all of the years of his covered employmefit, and then offer him the alternative of considering that wage from
1937 or 1950. whichever is more favorable, but you relate the benefit directly
to the number of years of coverage and
the amount of wages he has paid tax on,
and you do not pass out these great
gratuities because an individual had an
extremely high wage rate for a 10-year
period.InhisaistoclseutyTer
Mr. BYRNES of Wisconsin. The gentleman talks about the extremely high
wages. Of course he appreciates that
the highest we can go, even under the
bill H. R. 6000, is $3,600. That is the
highest wage we recognize as an average wage. Under the bill of the minorIty it would be a $3,000 base. That, is
the highest rate that would be recognized.
Mr. MILLS. The gentleman from
Arkansas understands quite wa~ll that
this provision of 10 consecutive years
was put In here to catch somebody who
would not go along on the other provisions of the motion to recommit.
The gentleman from Arkansas knows
that the labor unions of the country
prefer to have a 10-year average as compared to the provision in the House bill.
Mr. BYRNES of Wisconsin. They
would prefer to have a 5-year provision,
too, would they not?
Mr. MILLS. Yes,
Mr. BYRNES of Wisconsin. Then this
bill is the administration policy, is it not?
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Mr. MILLS. The gentleman from
Wisconsin knows, as well as I do that
this It not a bill drawn up by the Social
Security Administration. This is not the
President's bill. This is not a CIO or
an A. F. of L. bill. This was a bill on
which every member on the Committee
on Ways and Means has made his con
tribution. The gentleman from Wiscon
sin worked and served diligently on the
committee and made many contributions.
The gentleman from Nebraska-all the
other members of the minority-worked
hard. They made contributions to this
bill and as evidence of that fact when
the time comes to vote on the final pas
sage of the bill, I still believe that the 22
members who voted to report the bill out,
out of the 25 on the committee, will vote
for final passage.
Mr. EBERHARTER. Mr. Chairman,
will the gentleman yield?
Mr. MILLS. I yield.
Mr. EBERHA4RTER. One of the con
siderations whiob weighed very heavily
with the committee in arriving at the
decision It did was the situation of the
veterans.
Mr. MILLS. Absolutely
Mr, EBEHARTER. Wehvevt
erans who were in the war for 5, 7, or
10 years. We allowed them a credit of
$160 a month. If you were to adopt
this 10-year formula you would be dis
criminating against the veterans who
served In the war, because the boys who
stydahoendwrdinarpns
would get a credit of Perhaps $250 a
month for the wages that they earned
during that time. So that is a considera
hc
nee
notedcso
to
which was made.
Mr. SABATH. Mr. Chairman, will the
gentleman yield?
MrMIL.Iyed
MrMLS.Iyed
yo getlmen thealgmaente
that SBothHo
mhanoho
fromPe nsylva
eniaanthe abnle.
nflorbsold.
the
gentleomawh
Penowlhasi
wastlemso muho time onsthe genlemanshul
fo
frome Wsomcnsin. T nhe gentleman
ftomat
frmWisconsiniginstThe binllmand
tersconoti
watgkindt otha bill you bIngat
nerisntwagakinst soial seuity.u Thren
h
ilntse
i oes
ln sh
and he will see nothing. He does not
care. He will pay no attention to Your
explanations, He Is against the prinCiPle and against the bill as I under
stand and as he stated before the Coin
mnittee on Rules.
Mr. MILLS. The gentleman from Ar
kansas has such a deep feeling for the
icni
htIa
gnlmnfo
trying to get him straight and get him to
go along on the bill.
Mr..JENKINS. Mr. Chairman, will the
gentleman yield?
Mr. MI[LLS. I yield.
Mr. JENKINS. I do not like to hear
the distinguished gentleman from Illi
nois castigate my good young friend,
the gentleman from Wisconsin [Mr.
I want to say to him that he
BYRNES).
Is one of the most intelligent young men
who has come to the House of Represent
atives in the last 10 years. He is one of
the outstanding authorities on this subJect, regardless of what anybody else
might have to say.
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Mr. MILLS. I certainly agree with the
gentleman from Ohio regarding the fine
character and outstanding ability of the
gentleman from Wisconsin. I1still have
hopes, however, of getting him straightened out on this bill,
Mr. SABATH. Nevertheless a man
with the intelligence of the gentleman
from Wisconsin does not seem to have
enough Intelligence to vote for this bill
which his party and the country and
the people generally demand and urge
and plead for,
Mr. MILLS. I think the trouble with
the gentleman from Wisconsin Is that
he has not been fully apprised of the fact
that the great majority of the American
people really want this bill H. R. 6000.
Mr. JENKINS. Mr. Chairman, will
the gentleman yield?
Mr. MILLS. I yield,
Mr. JENKINS. The gentleman from
Wisconsin votes for what he believes
and what he knows and what he thinks
and not what somebody tells him.
Mr. MILLS. Yes, that is correct,
Mr. SABATH. That shows that he
does not know what the people want.
Mr. SIMPSON of Pennsylvania. Mr.
Chairman, will the gentleman yield?
Mr. MILLS. I yield.
Mr. SIMPSON of Pennsylvania. If I
heard correctly. I understood the gentleman to say a little while ago that this
matter of increment was placed in the
bill In order to attract a certain vote; is
that correct?
Mr. MILLS. No, no; the gentleman
misunderstood me entirely. I had in
mind the suspicion that this provision
for the 10 best years as to average wage
was placed here to attract the attention
of certain people.
Mr. SIMPSON of Pennsylvania. I
know nothing about that. But I do know
I heard the gentleman from Arkansas
argue most effectively and successfully
at one time in the committee and persuaded the committee that the increment provision should be removed from
the bill.
Mr. MILLS. The gentleman from Arkansas Is doing something which I had
hoped the gentleman from Pennsylvania
would do. After the gentleman from
Arkansas was licked in the committee on
so many occasions he made up his mind
that the majority opinion of the committee-not the majority opinion of the
committee as expressed on a party basis,
but simply the majority opinion, was certainly superior to any individual opinion
that the gentleman. from Arkansas might
have.
In a spirit of compromise, the gentleman from Arkansas went along with
many things about the bill that he did
not particularly like, but none of these
things were of suffcient importance for
the gentleman from Arkansas, after hayIng succeeded in getting one or two
things over, to fall out with the majority
because he did not get everything he
wanted. The gentleman from Pennsylvania argued as strongly as anybody
could argue, and the committee placed in
the bill a provision permitting the State
of Pennsylvania, because of the influence
of the gentleman from Pennsylvania (Mr.
EBEMIRTER) and the gentleman from
Pennsylvania [Mr. SD&PSON] In the com-

mittee, requiring the Federal Government
to pay to the State of Pennsylvania funds
for the blind, even though the State of
Pennsylvania does not confine its own
payments to needy blind. We did that
because we felt it was fair and justified.
I certainly hope that the gentleman
from Pennsylvania [Mr. SimpsoN], before
he votes for the motion to recommit,
will ascertain that the gentleman from
New Jersey [Mr. Kwi]l has included that
provision in his bill, because I would not
want him to do something that would not
be In the interest of the people of Pennsylvania.
Mr. SIMPSON of Pennsylvania. Mr.
Chairman, will the gentleman yield?
Mr. MiLLS. I yield,
Mr. SIMPSON of Pennsylvania. I
think the gentleman from Arkansas Is
extremely fair, and I am pleased to have
him admit that he is not In accord with
this matter of increment, other than as a
matter of compromise,
Mr. MILLS.
No. The gentleman
from Arkansas has not said that. He
said there were certain things about the
bill that he did not like,
Mr. SIMPSON of Pennsylvania. Do
you believe In the matter of Increment
as a matter of policy?
Mr. MTLLS. I believe In the one-half
percent increment contained in this bill
as a matter of policy, yes. And I have
explained why I think it Is absolutely essential to the perpetuation of this program.
Now let me go to this matter of Puerto
Rico, which seems to concern some
people.
Mr. WHITT'INGTON. Mr. Chairman,
will the gentleman yield?.
Mr. MILLS. I yield,
Mr. WHITITINGTON. Will You discuss the matter of the definition contamned In this motion to recomihit?
Mr. MILLS. Yes. I will be glad to
go to that right now,
The bill offered by the gentleman from
New Jersey [Mr. KPAN] provides a definition for the term "employee," which ineludes the first three paragraphs of the
committee bill. However, it leaves out
the fourth paragraph of the committee
bill.
If the gentleman from Mississippi will
turn to that definition on page 49, he
will find in the third paragraph the
language which is written In Mr. KEAN'S
bill, beginning on line 13, page 49 of the
committee bill. It would be Interesting
for the gentleman from Mississippi to
consider those 500,000 to 750,000 cases
in the borderline or twilight zone, which
would have come under Social Security
had the Treasury, during the Eightieth
Congress, been permitted to institute the
regulations that it had promulgated,
following the Silk case In the Supreme
Court. These are not common-law employees, because YOU Could not bring them
in under any limited technical definition
applied under common law. This provision in Mr. KlAN's bill gives us the addi.
tive approach to Include more than just
common law, and it is our information,
given to the committee In executive session, that 90 percent of those 500,000 to
750.000 people who would be brought In
under the third and fourth paragraphs
of the committee definition would still

OCTOBER 5

be brought In under the third paragraph
In Mr. KEAN's bill. You are squabbling
over this definition of the term "em
ployee" when there are only 50,000 to
75,000 people involved in the difference
between the two definitions.
Now, why did we decide that we needed
more than the Gearhart resolution? Let
me plead guilty to the charge that will be
made that I supported the Gearhart reso
lution in the committee last year; that
I urged its adoption by the House; that
I voted to over-ride the veto of the Presi
dent when the bill came back here; and
if I had It to do over again I would do it
again under the circumstances. I took
that approach at that time because of
the fact that I resented as much as I
could the constant effort to take people
under social security by regulation in
stead of by law. I felt that under that
definition of employee under the law as
it stood at that time where the term was
not defined, when the Supreme Court
put Into the Silk case all the dicta about
basing employment upon economic
reality, and the Treasury was about to
Promulgate these regulations, there
would have been great confusion.
The CHAIRMAN. The time of the
gentleman from Arkansas has expired.
Mr. DOUGHTON. Mr. Chairman, I
yield the gentleman from Arkansas five
additional -minutes.
Mr. MILLS. I would not have re
versed MY Position had I had that op
portunity in that particular instance.
We do not have that situation Involved
In this definition of employee in H. R.
6000. We are not, however, talking about
taking people under title II by using this
definition: that is not what is involved
here at all. If an Individual Is not an
employee, If he is, on the other hand, a
self-employed Individual, he winl come in
under other provisions of the bill. All in
the world that-is Involved here In this
definition Is whether or not some person
who has a relationship with another In
dividual Will pay the social security tax
on that Individual's pay, or whether he
will be permitted to avoid that tax pay
ment that is being paid by other Indi
viduals when the factual situation is
the same. The gentleman is a lawyer
and he knows that in the various Fed
eral jurisdictions the courts have pro
ceeded to adopt different basic principles
of the common-law rule. Some of them,
the State of New York, for Instance, and
may own State of Arkansas have been
very liberal In applying the common-law
rule. They, have In their jurisdictions
gone under the common law to some ex
tent and disagreed with the Supreme
Court in the Silk case; but in other JurIsdictions courts have not been liberal;
they had adopted a very conservative
viewpoint. We had one case where un
der a contract even-there was no ques
tion about the common-law rule applying
and the Individual being an emfployee
the court looked beyond the contract,
was not willing to base a tax upon a con
tract, but looked beyond the contract
and found that even though there was
a right of control It was not exercised,
therefore, the man was not an employee.
Now, we are taking care of the situation.
We do not feel that it is Incumbent upon
the Treasury Department in collecting
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taxes to have to look beyond the contract. If a man wants to enter into a
contract that makes someone else his
employee he should have to meet the
consequence of that action tax wise.
There are only between 50,000 and 70,000 individuals involved in this proposition between the minority position and
the majority position; and I will contend
with the gentleman from Mississippi or
anyone else that this fourth paragraph
of this definition is as understandable to
any lawydr who wants to advise a client
as the common law rule which has been
followed heretofore in the various jurisdictions, because that lawyer does not
know until he goes into court whether
he is going to apply the common-law rule
of the State of Michigan or the State of
Arkansas where it may be liberal or
where it may be conservative. What we
are trying to do in paragraph 4, I may
say to the gentleman from Mississippi,
[Mr. WHITTINGTON], is to get away from
the legal technicality as to whether an
employee is an employee or not and base
It upon the factual relationship between
the individuals.
We have written the bill and the committee report so those people who are to
administer the program in the Treasury
Department may well know this is not
a blank check we are giving to the Treasury to let social security cover any individual whom they may desire to do
so. This is a tax matter and tax laws
should not be based upon the commonlaw rule. Taxes should be uniform and
applied to all alike in the same fashion
regardless of what Federal jurisdiction
they live in. I trust I have answered
the gentleman's inquiry.
Mr. JENKINS. Mr. Chairman, will
the gentleman yield?
Mr. MILLS. I yield to the gentleman
from Obio.
Mr. JENKINS. Does not the gentleman believe that this being a legal matter and the Constitution placing all legal
disputes in the courts for decision it
would be safer for the courts to decide
this than a few bureaucrats?
Mir. MILLS. The gentleman from
Ohio made that contention yesterday
and in committee. With all due respect
to the gentleman, for whom I have the
deepest affection, he is trying to convey
the impression to this House that this is
a tax matter of some other type than
the normal-tax proposition where any
taxpayer who is aggrieved over the levying of a tax may go to the Federal court,
The gentleman knows that under this
definition anybody who wants to go to
court and fight the levying of this excise
tax on him as an employer may do so.
The gentleman from Pennsylvania wants
to say that the poor man cannot do it;
however, the gentleman from Pennsylvania knows that that poor taxpayer
has the same right under this that he has
when the internal revenue agent comes
around and tells him he owes $50 more
In taxes.
Mr. SIMPSON of Pennsylvania. Mr.
Chairman, will the gentleman yield?
Mr. MILLS. I yield to the gentleman
from Pennsylvania.
Mr. SIMPSON of Pennsylvania. The
gentleman does not know the thought
I had in mind. I did not ask what the

poor man was going to do who cannot
go into court. To all practical intents
and purposes what the gentleman is sayIng is that not the courts but Mr. Altmeyer will tell the little man in my district whether or not he is an employer
or an employee -and the little man then
cannot go Into court because he does not
have the money,
Mr. MILLS. The gentleman knows
full well that is not what I am saying,
The gentleman from Pennsylvania who
worked for 6 months very diligently in
committee on this matter knows that is
not the situation. He knows that under
this bill we are not conferring on- the
Social Security Administration the cojlection of this tax. The gentleman who
participated in the minority report recognizes that the tax will be collected
by the Treasury Department just as any
other tax will be collected by that Department and that the Social Security
Administration will not have a thing In
the world to do under this program except to pay the beneficiaries under this
definition,
Mr. SIMPSON of Pennsylvania. With
respect to the present law there were
some 750,000 people who Mr. Altmeyer
said were under social security, the
Treasury Department said they were not,
but finally said they were.
Mr. MILLS. The issue involved here
Is entirely different from the issue involved In the Gearhart resolution because then It was a matter of coverage,
The .court was passing on the term and
bringing in as many people as possible.
That is not necessary on the court's part
today. If we did not have this defini..
tion, it would not be necessary because
this bill and your motion to recommit
takes in all these people under the law,
The court does not have anything more
to do with it.
Mr. Chairman, let me pass on to Puerto
Rico and the Virgin Islands. I have
heard a lot here about this being a bad
bill because it extends the provisions of
title 3II to the Virgin Islands and to
Puerto Rico-250,000 covered persons
In Puerto Rico might be eligible some
time in the future when they comply
with the requirements of this bill for
some type of benefit to be paid out of
the trust fund established by title II of
this act. There might be as many as
5,000 people in the Virgin Islands who
would become eligible for similar treatment. There are about 2,000,000 people
altogether in Puerto Rico, and about
30,000 or 35,000 people on the three
islands that constitute the Virgin Islands.
The gentlemen on my left over here in
their motion to recommit wiant to be
generous. They want to take care of
Puerto Rico; yes, they want to take care
of the Virgin Islands. They want to
leave to the Virgin Islands and to Puerto
Rico the administration of the needs of
the people on those islands only under
public assistance, and let the Federal
Government pay one-half of those needs
out of the Federal Treasury. That is
what they want to do.
What do we propose to do? We propose to treat these people who are American citizens as American citizens. They
are not foreigners. When we bought the
Virgin Islands, and when we took over
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Puerto Rico, we took the responsibility
of at least treating them with some de
gree of equality. We took that respon
sibility when we took possession of their
homes., Now they say that even though
these islands pay nothing into the Fed
eral Treasury, we are going to dip into
the Federal Treasury and. take care of
all of these demands through public as
sistance; just as many of these citizens
are going to be disabled and just as many
are going to be 65 years of age, whether
or not we have an insurance program.
We took the position that I thought those
interested in economy would take. We
say that instead of building up a stagger
ing load of public assistance to be fun
neled out of the Federal Treasury, we
are going to require those who are work
ing in occupations covered by this bill
to make a contribution out of their wages
Into this trust fund and be treated as any
other American citizen when the benefits
are handed out. If the wages are low in
Puerto Rico, they will not get a high
benefit; they will get an extremely low
benefit, maybe the $25 minimum will be
what they will get, but if they make $100
a month in Puerto Rico and they retire,
they will get just the same amount that
an individual making $100 and retiring
in the United States would get.
The committee bill in that respect is
much superior to that of the bill in the
motion to recommit. The motion to re
commit will also eliminate from the bill
the total and permanent disability bene-.
fit provisions under the insurance system.
Yet they do not eliminate that provision
from the committee bill in regard to pub
lic assistance.
Ahi, my friends, sometimes I wonder
where in the world the milk of human
kindness has flown to. Why, why do you
want to force this individual who has
worked a lifetime, to an age of 55 or 60
years, a substantial citizen in his com
munity, who paid into this trust fund
over those years-why, why, -my friends,
I say, do you desire to call upon that
individual to go to the Federal Treasury
to get assistance in the method of a
dole? Now, can you justify by any argu
ment that your position is more favorable
than the position of the committee when
the committee says, "Not out of the gen
eral funds will we pay that disability
benefit to an individual, but we will pay
him out of the very funds into which he
has made his contribution"? You can
not get by if you say that we have to
preserve this fund for the benefit of
those who want to retire and for the
benefit of the survivors of deceased work
ers. You cannot make that argument
because the committee bill provides spe
cifically that this total and permanent
disability will not go into effect until
January 1, 1951. At the same time an
Increase in the rate of taxation of onehalf of 1 percent will occur for that
specific purpose. We are levying that
tax for that purpose.
We have made, our bill sound. These
few differences between us are only nine
out of the thousands of differences that
arose In the bill. They are entirely too
small and too inconsequential to justify
the membership of this House going
along with these 10 Republicans who
filed this minority report. Y~cs; the bill
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should be passed. I hope that it will be
passed so that that great deliberative
body at the other end of the Capitol may
have full and complete opportunity to
pass It between new and next June.
The CHAIRMAN. The time of the
gentleman from Arkansas has expired.
Mr. BRYSON. Mr. Chairman, I ask
unanimous consent to extend my remarks at this point In the RECORD,
The CHAIRMAN. Is there objection
to the request of the gentleman from
South Carolina?
There was no objection.
Mr. BRYSON. Mr. Chairman, with almost a decade and a half's practical experience it cannot now be successfully
contended that social-security legislation, like that now on the statute books
and to which extensions are proposed In
the pending bill (H. R. 6000), is not practicable. When this legislation was first
proposed in 1935, many doubted the wisdom of the venture. Now there is scarcely a peyson who will not admit that
social security is essential,
To be sure, this measure Is not perfect. In fact, few pieces of legislation, if
any, could be considered perfect and
thoroughly acceptable in every detail,
You will recall that there was serious opposition to the adoption of the United
States Constitution. Turn back. If you
will, to the debates at the Constitutional
Convention and read the accounts of the
clash of minds In that august assembly.
That matchless orator of all times,
Patrick Henry, in speaking against the
adoption of the Constitution, described
its destructiv~e power so realistically that
the people unconsciously felt of their
wrists and ankles for the shackles Henry
said would be applied to them in the
event the Constitution should be adopted.
Through the years 21 amendments have
been adopted to the Constitution, and
still It Is by no means perfect.
In voting for this bill, as I Intend to do,
I by no means indicate that I agree with
all of its provisions. We must be realistic and practical. Should each Member
of Congress vie for his or her own individual views, no legislation would ever
be enacted.
An amazing thing about H. R. 6000 is
the fact that of the 25 members of the
Ways and Means Committee, 22 of them
voted to report the measure to the House.
Scarcely has there been another instance
where major legislation as controversial
as this has been approved by so substantial a majority.
As others have done, I, too, would pay
a word of tribute to the members of the
Ways and Means Committee. For the
sake of brevity, I shall not attempt to
name the members Individually, although much could be said about each of
them. I feel, however, that I must give
special commendation to that outstanding sage and statesman the gentleman
from North Carolina the Honorable
ROBERT L. DouGHTON, native son of my
own State by birth, whose long and useful life has made many outstanding contributions to our country's good. ChairJuan DouGisroN is a man of more than
four-score years of age. Chairman
DOUGHTroN is a man of wisdom and sagacity, increasing in power With the passlug of each year. Our committee gave

more than 8 months' study to this measuzre. The record of its deliberations coyers some 2,500 pages, wherein appears
the testimony of 250 witnesses. The report on the bill consists of 200 pages.
Thus it cannot be contended that full
and complete hearings have not been
available.
Mr. Chairman, as I have observed, If I
were writing the bill,.I would not have Included some of the provisions contained
therein; and I would have Included other
provisions not appearing in the present
draft.
I have heretofore introduced amendments to the Social Security Act, reducing the minimum age at which old-age
benefits would be payable from 65 years
to 62 years of age. While I know that
many such as our chairman and even
the chairman of the Rules Committee
remain quite active long after they are
passed the age of 65. mainy others, especially those in industry and particularly
women, wear out or lose their strength
by the time they are 62. There Is a
precedent for this age in the law which
provides for Members of Congress to receive benefits after 62 years of age. The
committee in its wisdom did not attempt
any change in this regard, but met the
Problem at least in part by providing
for total and permanent disability benefits. This Is a helpful provision and
should be written into the law.
There has been great need to Increase
the benefits accruing to the beneficiaries.
I am glad that this measure does increase
the sums payable,
The most pitiful person of all Is one
who In old age has no security whatever. While I by no means favor compulsory insurance, this type of legislation lends every encouragement to an
individual to provide for that day when
he can no longer provide for himself,
As I have stated, the bill is not perfect. Subject matter as complicated as
this, dealing with such a large number
of individuals under so many different
circumstances, could not be perfect. I
sincerely hope, however, that the House
passes this measure by a substantial margin, and that without delay.
Mr. MILLS. Mr. Chairman, I ask
unanimous consent that the gentleman
from New York [Mr. MAulANromlo] may
extend his remarks at this point in the
REconn.
The CHAIRMAN. Is there objection
to the request of the geteanfo
genkaemn fro
Threanwas? nobetn.The
Teewsnobctn.of
Mr. MARCANqTONIO. Mr. Chairman,
today, millions of American workers are
living with fear. In their hearts,
These men and women fear the'eeonomic Insecurity that is the constant
companion of every man who works In
the mines, the mills, and the factories
of this, the wealthiest land in the world
today. And they fear the future-the
prospect of being thrown on the dump
heap some day like a worn-out piece of
machinery, when younger and stronger
men come along to replace them at their
jobs.
It Is this fear that Is behind the crises
that have developed In the steel-making
and coal-mining Industries,
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Because their Government has not seen
fit to establlsh an adequate system of
old-age Pensions and health insurance,
workers, through their trade-unions,
have been trying to obtain some kind
of partial security on a company- or
industry-wide basis.
That the initial responsibility for this
crisis lies with the Congress, and pri
marily with the majority party, is clear
beyond doubt. The Social Security Act
has not been altered, except for the rela
tively minor amendments adopted In
1939. since Its inception 13 years ago and
except for the better-than-nothing bill
before us today. As a matter of fact,
when the steady shrinkage In the pur
chasing power of the dollar is considered,
current benefits being provided, low as
they are, are considerably less than even
originally agreed to. But the leaders of
the major parties seem too concerned
about other problems to worry about the
aged and the sick in our own land.
Although the House Ways and Means
Committee has held hearings over an 8
month period In this session, It has re
ported this bill before us, recommending
amendments to the Social Security Act.
The recommendations are far below any
adequate minimum program.
I am not optimistic as to what we can
hope for. The dismal record already
made by the Eighty-first Congress on legIslation for the benefit of the people
speaks for itself. But we shall see.
Meanwhile, what about steel and coal?
The steelworkers' union demanded of
the industry a 30-cents-per-hour-pack
age increase, made up of three parts;
about 121/2 cents for wages, 11¼/cents
for pensions, and 6¼/cents for insurance
and health and welfare.
The Presidential fact-finding board
recommended absolutely nothing In
wages; 4 cents for Insurance, and 6 cents
for pensions were recommended, to be
paid for solely by the employers.
According to my reading of the report
of the steel board, the insurance recoin
mnendation Is less the cost of whatever in
surance plans are already In operation,
Probably the 4-cents-per-hour recoin
mendation will average out to between 2
and 3 cents for the steel industry as a,
whole. Moreover, the pension provi
sion"- cents per hour-if agreed to In
collective bargaining will not go Into ef
fect until next spring. This is the total
recommendation of the President's
board; and this the steelworkers' union
leaders accepted.
men that work in the steel mills
America are among the hardest work
ing In America. Their youth and their
strength are drained away by the blast
furnaces and the rolling mills of this In
dustry. There Is no question that these
men should have an adequate pension
and welfare program and a substantial
wage increase as well.
But their union leaders have already
renounced their wage demand and I deem
this surrender tragic. As for the in
surahee and pension plans, about which
real differences have since developed be.
tween the employers and the union, it
would be well for the Members of this
body to be Informed In some detail.
Let us look at these demands once
more. The steelworkers asked that the
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The record goes on and on. And the
The coal miners receive a pension of
case is clear.
Wio per month, exclusive of Federal oldNoncontributory-pension plans -are
age insurance. This is about $30 a
fine for executives. They are revolu
month more than the steelworkers would
tionary for workers.
receive If the board's recommendations
The steel Industry certainly understood
were put Into effect. The coal program
and accepted without any reservations
also provides disability payments, insurance, and other benefits on a more corn- the rejection by the board of any wage
increase for the steelworkers. And
prehensive scale than is contemplated
Philip Murray, president of the steel
under the steel plan.
The same fat, sleek men of big busi- workers' union, was acclaimed in 'the
ness who are balking at agreeing to even press as a labor statesman for acced
the admittedly Inadequate pension and ing to the wage rejection.
But the steel Industry claims it cannot
Insurance program recommended for the
steelworkers are among the dominant understand and rejects the recoin
figures In the coal industry as well. We mendation for noncontributory pension
would be naive to Ignore this dual role and social insurance plans.
Can there be any question upon whose
of these tycoons and not to see in the
present situation a coordinated drive to shoulders the blame rests for the strike
dole out the smallest pensions possible in steel? Can there be any question as to
In both Industries and even wreck the the motives behind the refusal of the in
miners' welfare'plan by nonpayment, if dividual coal miners to return to the pits
until their welfare fund has been re
possible,
The cynicism and hypocrisy of these habilitated? Can there be any question
that millons of workers in every other
men of big business has never been more
Industry in the Nation will support the
completely exposed than by their reaction to the noncontributory pension Just demands of the coal and steel
workers? They know that their pensions
and insurance proposals.
and future security are bound up with
These have been described as socialrevolutionary. Editorials the strikes in coal and steel. Every
and
istic
have been written blaring forth that worker in America stands behind them
and will demand that this administra
American Initiative will be destroyed
tion and Congress support them.
If American workers receive a piddling
Mr. CLEMENTE. Mr. Chairman, I ask
pension of $25 per week toward which
they make no contributions. Such a unanimous consent to extend my re
program would mean loss of freedom for marks at this point In the RECORD.
The CHAIRMAN. Is there objection
the worker. Freedom for what-to die
to the request of the gentleman from
In the poorhouse?
But let us look at the record. This New York?
There was no objection.
same Ben Fairless who recoils from the
Mr. CLEMENTE. Mr. Chairman, I
roposal for a nonconun-Ameia
medical and similar benefits and full deprel-g
aebe endel epyineetdi
itl
aa
m ersican,
retirement-.tiur
form
in theway
ciation
l-g
neetdi
hv
ite
isl sl
for plant tiuoypnin
now does
thatof itold-age
In
the same
and disability security since the first
program as an executive officer
and
achiery.pension
of
Congress.
Member
a
day
I
became
Steel,
States
United
adahlelof
I am going to vote for H. R. 6000 be
At the age of 65 Mr. Fairless will reThere is much that any unbiased percause the present coverage of socialson would object to In the report of the ceive a pension of $50,000 per year toward
steel board. For example, it Is corn- which he has contributed not 1 cent. He security laws is altogether inadequate and
pletely objectionable for this board, In also participates in a contributory plan the benefits payable thereunder are so
low-the average of which is $25 a
,dismissing completely the union's de- under which he paid in $6,000 last year
and the company $10,000. Last year Mr. month-as to leave the recipients thereof
m~and for a wage increase, to use the
with insufficient means to survive. I am
occasion to generallze to the effect that Fairless received a $20,000 wage increase,
going to vote for this measure for the
wage increases for other American work- more than three times his annual conreason that under the present social-se
ers are equally undesirable at this time tribution to his second pension plan,
eurity laws almost one-third of our work
Bethlehem Steel also has a completely
as a national policy. This is the kind
of obiter dicta which can have no other noncontributory-pension plan for execu- ers are not covered, and for the addi
tional reason that the physically dis
effect than to make it more difficult for tives. Pensions are the average COMabled have not been taken care of under
other unions to win any kind of a wage pensation 10 years prior to retirement.
A. B. Homer, president of Bethlehem, will the present regulations,
Increase in their collective bargaining.
History shows the great majority of
Another departure by this board was be 65 in 1961. At his 1948 compensation
the persons on the pay rolls of this atomic
the inclusion of Federal old-age insur- of $263,280 a year he will receive a penance in computing the steelworkers' pen- sion of $110,460 per year toward which he age is the young and vigorous, and the
elderly citizens are shunted aside. As a
sion. The pensions due these men are contributes not 1 cent. Three former
result of this unfortunate situation we
due them from the industry In which officials of Bethlehem are now receiving
esteaete
fdiceangnnu
pesostwrwhcthycnrbtd
they have sweated for many years; whatnsnceainwi
mbesth faged the
fi,
uepoydnd
ontiue
pensions
etteeae
toadwihte
o
ever other beijefits they get from the
mustfac the
nsurouniw te
buemploye;f
Federal Government, they receive as all not; 27168cent-hs are96 penson ofar$25,p
polemioo of thsurarounding thetneesfore
year.
N68;$27168 and $76,96 perhee
American citizens do. No one can deihsm
ag
ru
fti
lvlho
Jis
htBtlhm
d
Ne
fend this kind of an approach to a penmeasure of security. This is forced upon
sion plan which would shift the cost United States Steel in opposing on principle noncontributory pensions for the us by the ever-growing number of people
from the steel companies to the 0eovplan who work at the blast furnaces and over the age of 65 who are not protected
ermient.
by social security. Of 5,200,000 men now
The coal-miners' welfare fund provides in the mills?
65 or over--one-third are Insured under
- Ben Moreell Is the chairman and pressubstantially more than the program
ident of Jones & Laughlin Steel. If he the present program. Of 5,500,000 wornrecommiended for the steelworkers by the
en 65 or over-one-fourth are insured,
retires in 1953, he will receive an annual
presidential board. The coal-miners'
fund is also noncontributory; it was set pension of $25,000; if he continues to either individually or as the wives of in
up in 1946 and actually went Into opera- work until 1958, his pension will be sured workers.
The scale of monthly benefits under
tion when the same Ben Fairless, who is $35.000 per year-all paid by the comthe old-age and survivors insurance sys..
refusing to agree to the fund for the pany. And Mr. Moreell, a former Navy
tern in effect today was set up over 19
steelworkers, signed an agreement with admiral, I believe, has been with the cornyears ago. Over 10 years of experience
pany only 2 years,
John L. Lewis in 1947.
industry contribute 111,4 cents per hour
a pension scheme. This would
provide for a pension of $125 per month,
independent of the Federal old-age benefits, at the age of 65.
The steel board recommended 6 cents.
And this would provide a pension of approximately $70 per month, which-increased by the Federal program-would
provide $100 per month,
It is this pension scheme-noncontributory, the employers bearing the full
cost-about which big steel is making
such loud protests. "Revolutionary" was
the word Benjamin Fairless, the head
of United States Steel, used to describe
this part of the board's proposal,
On insurance the union would have
established a system of death benefits,
sickness and disability insurance, costing
51/
cents per hour. The board proposed
*that 4 cents be paid out for this, sharply
cutting the coverage and benefits of this
program as originally proposed.
That is what is involved In this dispute between the steelworkers and the
tycoons who own and operate the industry.
The steel board said explicitly that it
was about time the steel industry began
paying as much attention to its workers
as it did to its plant and machines. The
responsibility of such employers to the
men who work for them extends beyond
the payment of the hourly or daily wage,
The board said:
We think that all Industry, In the absence
of adequate Government programs, owes an
obligation to workers to provide for maintenance of the human body in the form of
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now show that that scale was wholly inadequate. This experience has fully
assessed the strength and weakness of
the social-~security system with relation
to Its place In our present economy.
During this time many developments
have occurred which showed a need for
resurvey of the principles and objectives
of the program as they relate to the current economic conditions. It also proved
the reaffirmance of the basic principle
that a contributory system in which both
contributions and benefits are directly
related to the individual's efforts prevents
dependency,
It therefore becomes necessary, by
reason of the fact that this socialsecurity system is firmly established, to
strengthen this system at once. It has
been found that by reason of having paid
Into the system the member gains as a
matter of right upon ceasing covered employment his benefits, and at the same
time the worker's dignity and Independence are preserved,
We should expand our social-security
program In the size of benefits and the
extent of coverage, so that the economic
hardships due to unemployment, old age,
sickness, and disability can be combated
more forcibly. A very extensive study,
evaluation, and correction of the old-age
and survivors insurance provisions have
been carefully considered with a pressing
relationship to the problems of economic
security and dependency.
In the hearings before the Committee
on Ways and Means the overwhelming
weight of testimony was for the broad
Proposition that the Social Security Act
framework is solid ground upon which
we can widen the scope and Increase the
Protection afforded by both the old-age
and survivors insurance and publicassistance program.
The Congress is now confronted with
the tremendous decision of combating
the serious threatening of our economic
well-being. There is an immediate
necssiy
stenghenthefoudaton
t
nfteesscityltostrenthe sythmbeoe
fond tio
of thdersoial-ecuriy
systemkobefoere ito
isctundermned byoterlackog poerpo
Retsionand coverscage,
crtylwo
RhtIevision ofathentsocial-euiy leawd so
thatfincirieaseds payet
mayte bepaide to
beefciris
s
aterofprmeIportanc.
ITh
neeshoudiesdn
ihu
dea.Tencsiisof those who
come with the law is immediate. Therefore, Congress should act Immediately to
relieve them. There is no good and sufficient reason to Justify further delay,
If it Is not acted upon by Congress before
itotakes areesater
tiwill
ebeoean
mlp ta
prtobably ahear willbelapseailblefor any
adiinlhl ilbcm vialasuming that the bill is passed, and I certainly hope it will be.
The correspondence which I receive
leaves no doubt of the necessity of Increasing benefits to the aged and other
beneficiaries coming within the provisions of the present law. It is impossible
for them to exist on any Proper standard
of living, with the meager benefits now
being paid.
It has now been 10 Years since there
was any general overhauling of the law,
Since that time the cost of living has
reached unparalleled heights. The pay-

ments of the act now In force do nQt
meet the need that exists. Furthermore,
the limited amount the present law permits beneficiaries to earn to add to the
Insufficient amounts they receive is not
sufficient. Certainly, we do not wish our
aged to be required to live on a substaildard basis. Our national wealth and
resources have been literally poured out
to aid those in less-favored countries
who have experienced the ravages of war,
It Is well that we should help them,
but there is no reason that we should
neglect or overlook the needy in our own
land. It is our bounden duty to care for
them in FL way that will remove the
actual distress they now experience,
The problems of old age are as old as
the human race. Man lives by work and
when his capacity for work decreases, or
when profitable employmernt cannot be
found, many Individuals cannot purchase the bare necessities of life,
In ancient times when man wandered
from place to place in search of game
and other foods he had little time to care
for the aged. He had less inclination to
share his meager food supply with those
no longer able to join in the chase. Old
people were left to die alone by the side
of the trail.
Under the influence oiL the Christian
admonition to "Honor thy father and
thy mother that thy days may be long
upon the land which the Lord thy God
giveth thee," the peoples of much of the
world developed a new appreciation of
older people.
The depression made our people conscious of the needs of older people.
Widespread unemployment decreased
wages, shrinkage of local taxes made Rt
impossible for either individuals or local
governments to support the older unemployed. State after State adopted laws
to provide old-age pensions,
Finally, the Social Security Act was
pasdb oges n o h is ie
pasdbCogeanfrthfittm,
the Federal Government had a plan
whereby a portion of our people could
lay up a reserve to be paid them in old
age. Everyone realized that th~is act wa
only a step toward a full solution of the
problem,
The House Ways and Means Committee voted out a major revision of the
Social Security Act, H. R. 6000, boosting
maximum family benefits from $85 to
$150 a month and extending coverage to
11,000,000 new workers.
The bill was combined with one grantIng an additional $256,000,000 a year to
help the needy. Under the bill the
2.600,000 persons now receiving old-age
and survivors insurance benefits would
get an average monthly increase in benefits of '10 percent.
The average Primary benefit of about
$26 a month would be Increased to nearly
$45.
The social-.s ;zurity tax would be raised
from 1 to 1'/2 percent each for workers
and employers during 1950, 2 percent
from 1951 through 1959, and 3¼/percent
by 1970.
The part of the worker's annual Income subject to the tax would be raised
from $3,000 to $3,600. This would raise
the annual maximum tax for individuals
next year from $30 to $54; and to $72 In
1951.
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The number of persons covered by the
social security would rise from the pres
ent 35,000,000 to 46,000,000.
Benefits In the revised plan are in
creased 150 percent for the lowest benefit
groups and 50 percent for the highest.
Persons now getting the minimum of $10
a month would get $25. A person now
eligible to get $45 would get $64.
Lump-sum death Payments would be
made for all insured deaths. Such pay
ments are now limited.
A new formula is provided for comput
ing retirement benefits, almost doubling
the average of benefits payable now.
Disability insurance would be extended
to all persons covered by old-age and
survivors Insurance. Workers perma
nently and totally disabled would have
their benefits computed on the same basis
as for old-age benefits, but no payments
would be made to dependents of such
workers.
It would seem academic to me that
this great country which has one-six
teenth of the world's population, onesixth of its territory, enjoys seven-tenths
of the world's trade, owns 85 percent of
the world's automobiles, has 60 percent
of the world's life insurance, has 59 per
cent 1bf the steel capacity, owns 54 per.
cent of all the telephones, 48 percent of
all radios, 46 percent of the electric
power, with the most schools and
churches and the best health record in
the world, should be willing to provide
mae ussec
o h
iloso
magerd
ussecefrte.iloso
gd
of hlnve
tsis
rsnttems
ohuman tragedies among those men
and women who have worked to make our
countr arawealthy nation, and who
must now face the prospect of poverty in
old age. Certainly this country can de
vise a realistic system to provide selfrespecting security to those whose pro
ductive effort has contributed so much
to our well-being.
The Passage of H. R. 8000 will be one of
the great forward steps taken to give
financial security to the countless num
ber of people that have made America
possible.
Under the provisions of this measure
veteranis of World War II would be given
wage credits under the old-age, survivors
and disability insurance Program of $160
per month for the time spent in military
service between September 16. 1940, and
July 24, 1947.
Under this new bill persons who estab
lish their own businesses following a pe
riod of covered employment will con
tinue to receive the same protection they
formerly enjoyed, I. e., the garage me
chanic who opens his own place of busf
ness following a period of time during
which he was employed by someone else
will still be covered by the Social Secu
rity Act. Under present regulations his
coverage would be terminated at the time
he established his own business.
About 3,800,000 employees Of State and
local governments will be afforded socialsecurity coverage, if the State enters into
a voluntary compact with the Federal
Security Agency, provided that such em
ployees who are under an existing retire
ment system shall be covered only if such
employees and adult beneficiaries of the
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It does, however, maintain a lower tax may be of such tremendous cost that it
retirement system shall so elect by a twowould Jeopardize the entire program Of
rate for the American people over a longthirds majority,
social insurance.
er period of time, and hence I think, as
I therefore earnestly plead with this
The Kean bill does not disregard those
an adjusted tax rate, it is more nearly in
House to give a moral lift to the people of
relatIon to reality. It is one thing to totally and permanently disabled and in
the United States by passing H. R. 6000.
Mr.' JENKINS. Mr. Chairman, I yield raise a tax and assume that this will get need, but handles them through the Pub
lic-assistance provisions of the bill. I
the necessary revenue. It is another
10 minutes to the gentleman from Washthink it would be well to see how more
thing to have a tax rate that will bring
ington [Mr. HOLMES).
Mr. HOLMES. Mr. Chairman, the in that revenue to keep the trust fund in conclusively the total- and permanentdisability program for those in need
such condition and in such a financial
population of our country is growing
works out through the public-assistance
older, and this increase in proportion of position as to be able to meet the obligaapproach than to go headlong into total
tion of the benefits,
older people to our over-all population
and permanent disability insurance, in
If this system gets to the point where
Is one of the most important problems
It is not on a sound financial basis the the face of Its history and in the face of
this country is facing.
From a more than casual study of this benefits will be just paper values. The the cautious recommendations of the
Advisory Council.
Problem some startling facts come to the Kean bill would provide for higher beneThe CHAIRMAN. The time of the
fits for those who are occasionally laid
surface. Somne 150 years ago one-half
[Mr.
off by basing the amount of benefits on gentleman from Washington
of our population was less than 16 years
HOLMES] has expired.
the best 10 consecutive years of their
of age. Now the average age of our popuMr. SIMPSON of Pennsylvania. Mr.
employment. This would provide for
lation is 30. By good authority, it is estimated the average age of our popula- higher benefits for those occasionally laid Chairman, I yield 10 minutes to the gen
off and for those who need it most. And tleman from New Jersey [Mr. HAND].
tion by 1975 will be 35.
OCAINUNC
O
RVzEs
in the face of fluctuating employment
In 1900 3,000,000 of our population
PROGRAM
and unemployment I tlIjnk it is an exwere 65 years of age or older. Today
tremely important point.
it is estimated there are 11,000.000 people
Mr. HAND. Mr. Chairman, during the
H. R. 6297 would correct the provisions
65 and over, and in 1975 it is estimated
In the administration bill which gives to 5 Years that I have been In Congress, and
there will be 18,000,000. In other words.
even before, I have consistently and con
by 1975 the old will have become 5 or 6 the Treasury Department and the Federal Security Administration the right stantly advocated that our social-secu
times as numerous as they were in 1900.
to determine what rate of social security rity system be broadened to cover nmil
Let us look at some of the reasons aftax a person should pay by giving those lions not now protected, and that the
forded by vital statistics why the average
agencies authority to determine who is payments under it be increased to meet
age of Americans is rising. In 1800 there
the greatly increased costs of living.
self-employed and who is an employee,
were 1.342 children under 5 years of age
In 1946 I spolce in the House in an at
per 1,000 women aged between the years This Is an important point, for employee
tempt to get the Seventy-ninth Congress
and self-employed do not pay the same
of 20 and 44. By 1940 the number was
tax rate. This problem, I believe, can to act. I said then, in part:
only 419.
Mr. Speakesr, sometimes It seems to me that
Again, Americans live longer. With best be handled by using the approach of
there has deveioped an attitude that we can
going over the various groups in the tWithe great improvement in sanitary conafford everything else except the care of our
light zone where there can be arguments
ditions and the findings of medical
own people. Hundreds of millions, yes, bil
on both sides to determine specifically
science, our longevity has been increased,
lions, of American doilars have been spent in
an attempt to bring some measure of heaith
are
groups
those
whether
clearly
and
apbest
was
In 1900 life expectancy at
and security to peoples all over the world,
or
employees,
proximately 50 years. By 1940 it was 62 self-employed
but we hesitate about bringing a measure
I believe we should study the specific
years, and at present it is estimated to
of health and security to our own people.
groups in the twilight zone and determine
be a few years higher,
for the necessi
* *
if we can spend
through normal parliamentary and comAgain, the tenfold rise in the standard
our
ties of life for foreign people, including
specific
whether those
procedure
mittee
made
has
years
of living in the past 150
we certainly should not quibble
late
beclasifed s eploees
ciece, grous soul
possbleadvnceineduatin,
over enemies,
adequate social security for loyal citi
ciecegrous soul beclasifed s eploees
possbleadvnceineduatin,
zens here at home who have helped mate
or employers. That is my interpretation
and medicine, which directly affect the
length of life and in turn raise living of the additive approach and that is the rially to bring this country to the great and
Interpretation I put on the approach un- strong position it now occupies.
standards.
Foalngtm Cnresdditer
dertaken in the Kean bill. I think this
These facts present us with a real probFoalngtmCnresdditer
procedure would more clearly define the
lem, and it appears wise and necessary
areas of disagreement and not leave it nothing, about the problem. The Demo
to meet the real problem realistically,
cratic Seventy-ninth Congress passed
.The bill before us, H. R. 6000, %as a entirely to administrative regulation.
one or two amendments of small conse
In other words, experts in social secombination of the two bills H. R. 2892
quence, and it must be confessed that the
curity use the additive approach just as
and H. R. 2893, which were originally
much as experts in social security use the Eightieth Congress, while making some
intodcedasseparate bills. They are
all
nthe
problem.
gimpsowith
administrative approach. I think that comestonia
now combined in one bill, H. R. 6000.
popporunit
last, weriventhe
Aoeto
the additive approach is a more clearly
H. R. 2892 took care of the public assistmastkeso remucenh-eed imporove-t
Ato
defined approach to the handling of this
ance program, namely, the public assistuc-eddipv
tomksme
problem. I give you these reasons as one
ance to the aged, to dependent children,
ments in the system, and the bill before
who is strongly in favor of broadening
to the blind and to a new category, those
our social-security insurance program us does that.
permanently and totally disabled and in
Certainly, I do not approve of every
and increasing the benefits, for I believe'
need. The original bill H. R. 2893 took
it is the sound way of picking up savings provision in the pending legislation. Inl
care of the old-age and survivors Insurduring the earning power of a person's some respects it may go too far; in oth
ance program.
ers it may not go far enough-but it is
life to help to pay for adequate beneI voted to report the bill H. R. 6000
fits at the retirement age of 65 or over, seldom possible that any bill before us
out of the Ways and Means Committee
and I shall vote for the final passage of I also believe to go Into permanent and meets with the complete approval of each
of the 435 Members of the House.
total disability insurance is something
the bill. I do believe, however, there are
Mr. Chairman, it Is.-to be regretted that
some defects in the bill that could be that we should be extremely cautious
greatly improved by suggestions made in about. The Advisory Council which has legislation of such great importance
been given great weight by the People on must be considered under a gag rule. it
the minority report and by the Kean bill,
1s true that 4 days of debate have been
the administrative side. cf. the bill worknamely, H. R. 6297. These are my reaallowed, but it is equally true that there
sons. The Kean bill contains the same ing with the Senate Finance. Commit1s no-sense in providing all that time for
tee-not Senators, but experts in the field
Increase in benefits for those now retired
debate when Members are Precluded
or social insurance-are very cautious
under old-age and survivors insurance
from offering any amendments. There
about recommending total and peras does the administration bill. It conis nothing sacred about this particular
manent disability insurance first betains the same increase in benefits for
cause of its history and because no one bill which is reported by the committee,
those on the assistance program as does
knows how much it will~actually cost. It and it is wrong in principle that the
the administration bill,
XCV-877
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Members of the House are prevented
theless, I am wholly unwilling to reject
from offering their own ideas on this the Improvements that are offered, and
subject. It was for this reason, of course, I shall certainly support the bill,
that I voted against the gag rule, but
Mr. LYNCH. Mr. Chairman, I yield
since it was adopted by the majority
such time as he may desire to the gentlecontrolled by the administration, we man from Minnesota [Mr. MCCARTHY].
have no real alternative than to take
Mr. MCCARTHY. Mr. Chairman, in
this bill as it is, or reject it entirely. I his social-security message to the. Eightprefer to take the bill.
leth Congress, President Truman asked
It includes many provisions of the ut- that Congress Increase benefits under the
most importance. Very briefly, it does old-age and survivors insurance program
this:
by at least 50 percent. The President
First, it extends coverage to approxiasked that the Insurance sytm be exmately 11,000,000 new persons not now tended "as rapidly as possible" to the
covered. It brings under the protection 20,000,000 persons then excluded from
of the act self-employed persons other coverage under the act. He recointhan certain professional groups, who did mended that our social-insurance system
not wish to be included. It covers embe broadened to Include insurance
ployees of State and local governments, against loss of earnings due to disability,
but only if the State enters into an agreeHe asked that the wage base for contriment with the Federal Government. and butions and benefits be raised from the
then only If the employees vote to be in- first $3,000 to the first $4,800 of the workcluded by two-thirds majority. It coyer's total annual earnings. He urged
ers domestic servants, and altogether, that the date for Increasing the tax rate
as I have Indicated, it extends the protecfrom 1 percent to 112 percent should be
tion of this important social insurance to moved forward from January 1, 1950, to
about 11,000,000 additional Americans.
January 1, 1949.
The act does include certain salesmen
And which of you, If he ask his father
and independent activities which are not bread, will he give him a stone? (Luke I11: I11.)
employment. I think this is a mistake,
which I trust may be cured before the
President Truman asked the Eightieth
final law is adopted.
Congress for bread. Bread for those
Second. It liberalizes payments. About
who under the law were receiving an
2,500,000 persons will have their pay- average of about $25 per month under
ments increased 70 percent on an averold-age and survivors insurance. What
age. In the lowest benefit groups, pay- was he given by the Eightieth Congress?
ments are increased by 150 percent. YThe
Eightieth Congress answered by
Third. It removes the limitation of passing two bills over the President's
$14.99 on earnings. This is, perhaps, one veto. Public Law 492 excluded certain
of the most important features of the bill, newspaper vendors from the coverage of
Heretofore, if a beneficayere
s the
program.
Pubicaawr42
mededthedefniton
much as $15 per month, he was exofuemlyc Las s
to2takene oth dfroindero
cldete fo eeftsofcveagthe
coverage of the law those who were
Now, one may earn up to $50 per month ntepoes
ne h
l
witourthloIngprthectbenefits,
Proo
law rules--approximately 75,0 perFourth
bit
porotectsI veterans, Peri ortonswrfetd
thisbil,
eteans WrldWarii
erenot son wee afeced.social
given wage credits for their time necesOr a fish, will he for a fish give him a
sarily spent In the service. Under this Bcorpion? (Luke 11: 11.)
bill, World War II veterans are given an
Instead of broadening social security
arbitrary wage credit of $160 per month as the President requested, coverage was
for all time spent in military service from cut back. Instead of increasing the
September 16, 1940. to July 24, 1947.
percentage payments, as the President
Mr. Chairman, I hope I can take some recommended, and as the original Someasure of personal pride in this provicial Security Act of 1935 provided, the
sion because it Is an incorporation of my contribution rate was again frozen at 1
own bill Introduced in the Seventy-ninth
percent through 1949. No provision was
Congress some 4 Years ago, and I have made for disability Insurance, for inbeen working on it ever since. Veterans,
crease of benefits under the old-age and
without this provision, were discrimisurvivors insurance program, nor was
nated against, because the interruption
the wage base for contributions raised,
of their employment due to the war was
On January 5, 1949, the President
certainly no fault of theirs, The bill spoke again, this time to the Eightycures this discrimination,
first Congress. He asked for an exten-.
Fifth. Permanent disability benefits.
sion of social-security coverage. He
The bill provides for the first time that asked for Increased benefits and for aid
all persons covered by this insurance pro- to the disabled. H. R. 6000 is the angram will be protected against the hazard swer of the House of Representatives,
of enforced retirement by reason of per- The President has asked for bread and
inanent and total disability,
we are giving him bread. Perhaps not
All in all the bill Presents us with a a whole loaf, but in the measure that is
notable broadening and improvement of practicable and possible at this time. By
the social-security system, and is the end this bill coverage is extended over apof a long fight for this purpose,
proximately 11,000,000 more American
I again express my regret that we are people. Benefits are raised by about 70
obliged to consider the measure under a percent from an average Monthly paygag rule and on a take-it-or-leave-It
ment of approximately $26 to an average
basis. I regret that the membership has monthly payment of about $44. The
not had the Opportunity of presenting permanently and totally disabled are
amendments or other plans as an alterProvided for. The Income allowed benative to the pending legislation. Neverfore deduction is Increased from $15 per
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month to $50 per month. The financial
base of the whole program is greatly
strengthened first by increasing the tax
able base from $3,000 to $3,600 and by
providing for an increase In the rate of
social-security tax.
The passage of this act will mark a very
definite step forward in the movement to
provide a minimumi of economic security
for the aged and disabled. It will fur
ther reduce the danger of economic in
security and reduce the force of the
threat of poverty.
Mr. LYNCH. Mr. Chairman, I yield
such time as he may desire to the gentle
man from New York [Mr. MCGRATH].
Mr. McGIRATH. Mr. Chairman, to
day the hopes of the American men and
women are raised higher. Today the
fears for the future are allayed. H. R.
6000 continues the constant and steady
march of legislation to make happy and
pleasant the days of the working men
and women that were once fraught with
fear.
Nothing is so unwise as hasty and rash
legislation. Nothing Is more conducive
to a sound America than a gradual and
persistent program to aid those whom
unemployment, ill health, or disability
hstuhd
hstuhd
winth
as
the
ocpflegsatursive dut that00
wash cethed abouet 25 yearslago. ut When
the firspte
masoure2
fo arsoldage.
Wheuit
was finstrodauced in thedSate
r
legilauret
wat Albnyduedi
the Soreregnizinltatur
so
aAlnythe
ol
secieponoractcallynoznsuppor
herom thecfloor
l
pandonytiiculey
from hisor
crollteaus electead tonlsiingu"Oefro
theil
clegeeetdt
ig"vrteHl
to
the Poorhouse." This
action brought
down the wrath of the Speaker, but it
did dramatize that the only place for
American citizens who had labored long
and faithfully in the industrial vineyards
was the road to the poorhouse. Our
concepts have since been awak
ened. Today the almshouses that spelled
doom and disaster and in many In
stances meant the separation of husband
and wife; are today, thank God, almost
extinct. Families are kept together in
the twilight of their lives because of the
benefits of social security. The individ
ual States blazoned the way in many in
stances and In 1935 our Federal Gov
ermient enacted a system of old-age in
surance for persons working in industry
as a safeguard against the occurrences of
old-age dependency. In 1939 Congress
broadened considerably the protection
given to our citizens and in the followIng years gradually the act was extended.
But today we march forward and with
H. R. 6000 bring the act up to date, cor
rect some of its difficulties, strengthen
It, and present the most comprehensive
and sound social program that thus far
has been written In our Nation's annals.
Social or general justice Is recognized
and put into dynamic action. This
measure adds over 11,000,000 People to
its coverage. In almost every State and
Territory when this bill is enacted into
law, these 11,000,000 people will no longer
have the fear and the dread that has
hung over them during the years In
which they wondered what would become
of them if an economic emergency arose.
In many homesteads people have been
complaining. that they could not live
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upon the receipts of social security. The
Increase under this act gives to these
American citizens faith in our American
system.
But no piece of legislation, no matter
how carefully drawn, executes itself.
Into the hands of those to whom this
program Is entrusted Congress will expect and demand a sympathetic understanding of the problems of the people
for whom this legislation was enacted,
This bill is not perfect but it does
approximate the very best that can be
written at this time. Subsequent
amendments should keep our social-security program up to date and alive
to the wishes of the electorate. Many
who are always ready to point out the
isolated errors in democracy must now
recognize In the growth and development
of social legislation that democracy does
work,
During the fall of last year, many In
this Chamber pledged their solemn word
that Congress would pass a comprehensive social-security act. Those of us In
the House of Representatives have kept
our word. The administration has lived
up to its promises and we all look forward to the enactment of H. R . 6000
Into the law of our land.
Mr. LYNCH. Mr. Chairman, I yield
15 minutes to the gentleman from Georgia [Mr. CAMP].
ISBIiT
2.
PERANNTAN
DIABIIT
OTA AD
PERANET

X5UAN~S
INURACE

nently and totally disabled, but would
also provide him disability benefit payments. In general, a person who works
for wages or Is self-employed and has
contributed to the system continuously
for 5 years prior to his disablement would
be eligible for monthly benefit payments.
Thus, protection -would be afforded to
most of the workers covered by the system who through no fault of their own
are unable to continue as members of the
labor force. Benefits would be paid,
when a worker needs them most, to SUPplement his savings or other assets, 'in
meeting the extraordinary expenses that
are always Present when serious illness
strikes or a major accident occurs.
I firmly believe that a social insurance
system should provide for the payment of
cash benefits to workers who are permanently and totally disabled as well as to
those who suffer Income loss because of
old age, premature death, or unemployment. For the average worker and his
family, a disability which permanently
excludes him from the labor market Is a
catastrophic event. State workmen's
compensation laws provide protection
against the loss of income from workconnected disabilities, but only about 5
percent of all permanent and total disability cases are of work-connected
origin. Diseases of the heart and arteries, cancer, rheumatism, arthritis, kidney diseases, and other chronic ailments

have become the major causes of per-

manent disability and death. i~ttle or
Mr. CAMP. Mr. Chairman, loss of
no protection Is available to the ordinary
earnings from permanent and total disability is a major economic hazard to workingman against Income loss due to
these and other serious illnesses. When
which all gainful workers are exposed.
a worker becomes permanently disabled
On an average day, 2,000,000 persons are
he must exhaust his own resources, borunable to work because of disabilities
which have continued for more than 6 row from relatives and friends, and in a
high percentage of cases out of necessity
months. These persons not only suffer
he finally, as a last resort, must turn to
loss of earnings, but they must also meet
the additional costs of medical care, with public assistance.
The common man who earns his living
the resulting economic hardship to themas an employee or who has a small busiselves and their families often being
ness has not and cannot provide his own
greater than that from old age and death.
protection against permanent and total
Yet, no protection is now afforded to the
disability. Who is able to accumulate
permanently and totally disabled under
sufficient savings to meet the total cost
our social-security system. In fact, the
of the basic necessities of life over a pesystem today actually penalizes the disniod of disablement that may extend 10,
abled worker by reducing, or extinguishing, his right to old-age and survivor or 20, or 30 years, or longer? Few persons
are able to purchase private insurance to
benefits.
protect themselves against the loss of inUnder existing law, if a worker in coycome from prolonged disability. The
ered employment becomes permanently
and totally disabled even for a brief cost of such Insurance is high and the
terms on which it is sold are restrictive,
period of time, his average wage is reThe minority members of the Commitduced and in turn his old-age benefit Is
decreased. Serious as such a result may tee on Ways and Means and the spokesfor the Insurance companies who
be for a worker and his dependents, the men
testified at the hearings held by the comextreme hardship cases occur, however,
when workers become permanently and mittee oppose a social insurance program
covering permanent and total disability.
totally disabled before they have obtained sufficient quarters of coverage to They cite the experience of the insurance
companies during the depression of the
acquire a permanently Insured status.
Under these circumstances, a worker not thirties in support of their opposition to
the permanent and total disability proonly suffers the loss of income because
visions of the bill. None of them, howof his disability but also the loss of his
ever has contended that the loss of Inold-age benefits at age 65 and survivor
protection for his dependents, as well as .come due to prolonged disability is; adethe contributions he has made to the quately protected today by private Insystem over the years. Such is the gross surance Policies held by the workers of
America. They acknowledge that priinjustice that now results for the average worker if he has less than 10 years vate Insurance contracts are not available to the average workingman at a cost
of coverage under the system,
H. R. 6000 would not only protect the which would enable him to obtain his
own protection against this major ecoold-age and survivor benefit rights of the
nomic hazard. Regardless of this fact,
average worker, if he becomes perma-
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they offer public assistance, based on the
means test approach, as the only method
of providing payments to permanently
and totally disabled individuals.
The Committee on Ways and Means
has been fully cognizant of the impor
tance of the experience of the insurance
companies in this field and has given
careful consideration to such experience
in formulating the permanent and total
disability program provided for In H. R.
6000. There are many differences, how
ever, between private and social Insur
ance and the experience under one is not
always applicable to the other. Let us
take the time to examine the experience
of the Insurance companies In writing
disability policies and see what some of
these differences are.
First, a considerable portion of the
Insurance companies' difficulties arose
from over-insurance or, in other words,
the granting of so much potential dis
ability income, such as $300 to $5000 a
month, that the Insured individual
could well afford to retire on the pay
ments available to him. Under the pro
gram proposed in the bill, only a basic
floor of protection would be provided,
ranging from $25 to less than $70 per
month in the early years of the system.
Even after 40 years of operation, a
worker who had earned $3,600 or more
per year in covered employment for this
period of time would receive only $84 per

month.

Certainly these amounts will

not serve as incentives for people to leave
their Jobs and to seek early retirement.
Second, the eligibility conditions under
Insurance contracts were far more lib
eral than those proposed in H. R. 6000.
Many Policies provided benefits payable
3 months after the date of disability
and none had a longer period than 6
months. The average waiting period
under H. R. 6000 would be 71/2 months
and in no instance could the waiting pe
rnod be less than 7 months. Moreover,
some policies provided retroactive ben
efit Payments for the entire period of
disability, and in other instances pro
vided increased payments after an in
sured individual had been on the benefit
rolls for a specified Period of time. Both
of these factors tended to encourage
claims Presentation by insured in
dividuals.
Third, private insurance had a much
less strict definition of disability than is
contained In the bill. In general, the
Policies covered presumptive disability
nea niiulwsdsbe
ota
waitng peindividua was diesabled
sor thaone
wasaprsued.
for the woalyaitng periodnenl
Under the definition in H. R. 6000 an
insured individual must not only be dis
abefotheniewtngprdbu
pero but
ehewaitin
t
ed theetir
abte for
he usbepr
athendotatim
manently and totally disabled. He
would not be eligible for disability bene
fits if the medical prognosis showed that
within a short period of time he would
be able to engage in substantially gain
ful activity. For instance, an individual
with a broken leg might be disabled for'
10 months and under an insurance Policy
draw disability benefits for 4 months
after a 6 months' waiting period. Un..
der the provisions of the bill, however, no
disability benefits would be paid, as it
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would be obvious that this Individual
the labor market. he would be required
was not permanently disabled.
to have -6 quarters of coverage out of
outteisrnecompanies
did the 13-qatrpro
edn
ihte
nouthavte
adinistrative
-ahieyuuat
rtofrdisablem ent.Tisglathterhro
not
aveadmnisratve
achiery
quaterof isalemet.
hislater rocomparable to that which is now availvision will exclude persons such as volable to the Federal Government, to untarily retired housewives and other
ascertain the activities of claimants of workers, who become disabled after they
disability benefits. It was relatively
withdraw from the labor force and are
easy for beneficiaries of private disability no longer dependent upon their own
Insurance to conceal employment while earning capacity.
Suchwoud
b
nt
Thelevl
pemim cot o th pemareceiving benefits, Suhwudntb
h ee rmu
oto
h
emthe case under the social-insurance Sysnent and total disability provisions Of
tem proposed in the bill. Wage reports
the bill is estimated by the committee'
and self-employment income reports actuary as one-half of 1 percent of pay
would have to be furnished the Federal roll. The minority members of the cornGovernment and even if an insured Inmittee do not directly attack this estidividual might be classified as perma- mate, but they set forth In the minority
nently and totally disabled from a med- report what they term to be a fair estiical standpoint, no benefits would be paid mate of the maturing cost of the proIf he had significant earnings,
gram. This so-called fair estimate does
Fifth, many of the difficulties that in- not exceed eight-tenths of 1 percent of
surance companies encountered when pay roll even In the year 2000. In my
they were writing liberal disability in- opinion, the estimate of the committee's
surance policies arose because of the
actuary is the more accurate but even
high-pressure tactics employed by the
if we assume that the minority's estiagens
f isurace
sllig ths tpe
nd
ateIs crret,
urey thre oesnot
agens
f isurace
sllig ths tpe
nd
ateis
crret, urey
thre oesnot
the competitive practices engaged in by exist a formidable enough difference,
the companies themselves. During the measured in terms of covered pay roll, to
boom period of the 1920's, insurance
deter the Congress from providing procompanies liberalized their contracts so tection to the workers of America against
as to meet competition, and as a result
the loss of income from the major ecomany unsound provisions and overly
nomic hazard of permanent cnnd total
liberal practices developed,
disability,
Because of the differences In private
The opposition of the minority to perinsurance methods and those of a prop- manent and total disability Insurance is
erly administered social-insurance sys- reminiscent of 1935 when a contributory
tern, it is the opinion of the majority of social-insurance system for Payment of
the Committee an W11ays and Means that
benefits to aged retired workers was first
the unfavorable experience of insurance
enacted into law. The efforts exerted
companies in writing disability Insur- then to withhold protection against want
ance in the 1920's, although important,
In old age failed. I am confident that the
Is not conclusive evidence that a conatepst
h salsmn
trbtoysoil-nuanesytm aatpermanento rvn
arvnd tota
distablishety poff
tribtar sytem
soial-nsuanc
ana prmannt nd ota disbilty ro-I
not function satisfactorily. The mem- gram will also fail. No one can fairly
bers of the committee who signed the deny the American worker protection
majority report, accompanying the bill against the economic hazard of permaare aware of the problems that will arise
nent and total disability through social
In administering a permanent and total Insurance,
disability program. We know that the
Mr. Chairman, allow me to read from
determination of disablity is not as sim- a sample of letters received by Members
ple65 s ftedath
dtermnaton
f Cngrss
t shwprotctonrtl
cncrtelythenecsPeattainmenterofnageo
deteas
and, nd sit
fonres
dsblty
tencs
the atimnofae6anbcue
stfodiaiiypoeto.Mr.
of this, safeguards to restrict the costs
of
te
prgramare
rovied
fr
intheTEx.,
February 16, 1949.
of te arpogrm
prvidd fo inthe
As you probably know, r have a personal
bill.
interest in this bill, because I have paid soAlthough from a social point of view cial security for a period of 12 years in the
It would be desirable to pay higher benepast and had a heart attack on November 27,
fits to disabled persons who have de.
1947, since which time I have not been able
pendents, the committee did not recoin- to do any Work at all, and the best of doctors
mend payments for dependents of workhave advised me that I will be unable to
ers in order to keep the cost of the syswork again. I am 50 years of age. This
tern low. This provision was also recoinleaves me without any source of income
mede
te bdvsoy ouci o. owhatever, and, frankly, it seems very unfair
Securitby tohe
Avsenat CommcitteeS
to me that I have paid social security this
cial Seuiyt
h
eaeCmite
long and can't draw any,.nefet
on Finance when It proposed a permla* 1*
Under my condition, it is not
nent and total disability Insurance prolikely that I will ever be able to draw any of
gram in 1948. (See Senate Document this money that I have paid in and if this
No. 208, Eightieth Congress, second ses- condition will be of any benefit to you to
sion, for this and other recommenda.
encourage the passage of such bill, I will be
tion ounil
oftherlatng t pemathan happy
to use It, not just
tios f heconcl
eltig o era- more
for my benefit, butforforyou,
the benefit of others
nent and total disability insurance.)
who suffer such similar misfortunes.
Moreover, under the bill the insured
I want to commend you for your action in
status requirements for disability bene- connection with this matter because no one
fits would be more stringent than for knows any better than I do how a person
benefits payable upon retirement or personally feels about such situation. I
death. To be eligible for disability beneurge you to do everything You can to secure
fits a worker would have to have at leas
the passage of the bill, and If I can
of any
at service fix that connection, I Will be
be happy
20 quarters of coverage out of the 40 to do so.
calendar quarter period ending with the
With best wishes and kindest personal re.
quarter of disablement and, for the pur- gards, I am,
pose of testing recent attachment to
Sincerely,
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K. J., January 3,1949.
I am writing to ask you to support a
change
the,of social-security
laws.
At theinage
55 1 became handlica~pped
by

blindness after paying social-security bene.

fits from the time the law went Into effect.
My contention now is that a person handi
capped by blindness should receive social.
security benefits at that time instead of hav
ing to wait until they become 65 years old.
I have been handicapped almost 6 years

and shall have 4 years before I am 65 and
then heaven only knows whether I will be
entitled to any benefits as It will have been
lo year-s that I did not have deductions made
from my pay envelope.
I think you can readily see what such a
change In the law would mean to those be.
coming handicapped by blindness in the
future.
Thanking you for taking time to read this
letter and that you may see your way to ad
vise and support such a change.
Very truly.
CHIsCAGO, ILL.
Being citizens of this country, I, as a citi
zen, would express my opinion on benefits
of the Social Security Act. Due to en Illness
of almost a period of 11/2 years, I find my
self In a State where I cannot collect any
thing. My Illness of a stroke permits me
never to work again for the rest of my life.
I am now at an age where I cannot collect
old-age pension for another 6 years. Now,
Mr. President, couldn't there be a law passed

where people could collect disability pen
sion? In case of Illness I believe Its highbly

necessary In this country to pass a law which
would help people support themselves in
one way or another.
It would be greatly appreciated If some
law like that could be passed. under this
Social Security Act, I mnight find myself in
a state where I could never collect that,
in case of death. Don't you think it would
be
appreciated
by me
as a citizen,
and greatly
In a case
like mine,
to collect
while
am living? I worked for over a period
of 20 years In this wonderful country of ours,
and now I find myself, not being able to
work, ever, paying for this social security
and not being able to get anything out of
it, Mr. President. It would be greatly appre

ciated if you could pass such a law where you
could collect disability pension for people
ho are so willing to support their families
wand
cannot because of illness. I thank you,
President.
Sincerely yours.
-.

GA., February 4, 1949.

Mr.
_ is my father, anid Is suffering
with a severe heart ailment; as a matter of
fact there Is a grissel growing through his
heart and though it grows slow, he isn't
able to work and cannot draw his social se
curity because he isn't 65. Dad is only 58
and looks 80; he has had social security
taken out on him since social security came
i

fet

We don't want charity. When he worked
for the money, the social-security organize
tion has got of his, and he needs it now;
you see we children have done everything
we could to support dad, mother, and sister,
and now that my husband is laid off from
his job, and my youngest brother, something
has got to be done, and we don't want charity
if we can help it.
With all the children married and having

heavy overhead expenses, dad feels like he

is a burden and grieves himself sick. With
his heart trouble he Is likely to pass out
sooner than he would if he was independent.
Knowing he has social security that is
rightfully owing to him (which they didn't

hesitate to take out), he feels like there
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should be someone somewhere who could
help him get it. My dad has pride even
thuhhshat
sgn.tion
Sincerely
Sicrl.Is
94.
Oazo., October 12, 198
-.
The social-security laws are at present on
the list for expansion. As one who feels
the present laws are inadequate, I hope by
writing to you that with your assistance some
change may be made that will make it possible to give aid to a great many deserving
persons.
The experience I am about to tell you of
has probably happened to many and I feel It
Is unjust. My husband who was employed
for all but 15 months of the 10-year period
paid into social security from an average
$180-a-month salary. In 1945 because of a
series of strokes suffered from high blood
pressure, he was totally disabled. This was
only 5 quarters away from security coverage.
As we understand the law there is no security
benefits because he was forced to lose this employment. My husband Is only 54 years old
at present, unable to ever be employed again
and in need of my constant assistance, which
prevents me from being employed. Now even
If he Is permitted to live until he Is 65 he
can claim no benefits from the premiums
deducted from his salary. Yet many men and
women 65 who are strong- and well have retired snd are receiving assistance from the
fund which many of the disabled have helped
.to build. A friend of ours now 65 was totally
disabled from a serious heart ailment only
a short time before he would have completed

his 40 quarters. He is not entitled to any
security assistance for which he paid.
There are probably thousands of these individuals, some near 65, others who have only
been under the system for a very short time.

I do so hope that by mentioning this to you
that you may have something to offer the

security committee when they begin expan.
sion. It does seem that some system of percentage assistance could be worked out to
benefit those who are totally disabled regardless of their age If they have had deductions

made from their pay.
Sincerely yours.

-,WASH.,

JanuaryU 4,1949.

*

The matter I have in mind in connection

with the social security law is this: What
happens to the man who becomes totally dis-

abled before he reaches the age of 65 years.
For example we have here in the hospital
a man 48 years of age, who has been employed

in an industry subject to the law since its
inception up to the present time. It looks
very much as though this man may be declared permanently disabled and not be able
to return to his work, lHe has three dependents besides himself with very little income
for future use. Under the present socialsecurity law as I understand it he will have
to reach age 65 years before he can receive

any benefits.
It may not be possible under the present
social-security law to provide for cases as

stated above but it certainly would be a
wonderful addition to the present law if such
a provision could be added to the law.
*

*

*

*

Respectfully Yourr.
Cairanway
M.
Mr.CRAFOR.
OR.M.Cara,
M.CA
will the gentleman Yield?
Mr. CAMP. I yield to the gentleman
from Michigan.
Mr. CRAWFORD. The gentleman Is
from a great farming State and I am
also interested in farmers. Would he
give us for the purpose of the record the
reason why the committee did not cover
farmers as such and farm labor?

Mr. CAMP. We considered that subject perhaps as long as any other questhat came before us. There were
two or three compelling reasons. One
the fact that there is no demand by
the farmers for it.
Mr. CRAWFORD. In my district I
hr s
vr niainta
a
hv
s
hr
a vr niainta
hv
greater demand for this social-security
coverage from people out in the farming
districts than in any other part of my
district.
Mr. CAMP. I mean by that, sir, nobody representing the farmers came before our committee during the hearings
an exrsethiunuioadeie
anexrsethiunqioadere
for compulsory coverage.
Another reason was the difficulty of
collecting the taxes, not only from the
farmer himself but from farm labor,
The farmer nowadays does not keep
such a good record of his business as
other businesses. I hope In the future
they will. Another reason was that
farm labor to a large extent is transient.
A man may hire a bunch of fruit pickers
or cotton pickers and never see them
again, and that was one of the reasons
why farmers were left out. I think
farmers should be included. I think that
nesadti
hnte
tefres
nesadti
hnte
tefres
program, will want to be included.
Mr. CRAWFORD. I1 Join with the
gentleman in that, and I think eventually
conditions will force them to, come in.
There will not be a question whether
they want to come In; they will have to
come in.
Mr. CAMP.

Mr. EATON.

Yes; I think so.

Mr. Chairman, will the

gentleman yield?
Mr. CAMP. I yield to the gentleman
from New Jersey.
Mr. EATON. Newspapers have temporary correspondents scattered through-

out the agricultural sections who write in
a little story every so often. Are they
described under this bill as employees
and the employers subject to the tax?
Mr. CAMP. No. That was discussed
In committee, and they are not included
Intebl.IsfraH.R600scoendonhi
intebl.nsfraH.R600Icoendonhs

Mr. EATON. They are not included
as employees under the definition in this
bill.
Mr. CAMP. They are not employees:
that is right.
Mr. PRESTON.

Mr. Chairman, will
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But, we found that doctors, like lawyers

and some other professional men, are
not used to retiring at the age of 65, and
that Is why they were left out. I have
already stated that there is nothing in
this bill that has to do with the practice
of medicine or with doctors or with what
n hsi
eiie
alscaie
te
n hsi
eiie
alscaie
te
not the bill to which they are referring.
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. CAMP. I yield to the gentleman
from Arkansas.
Mr. MILLS. Is it not also true that
one of the compelling reasons why the
cm teelfottiseomnain
cm teelfottiseomnain
In regard to medical care under public
assistance was the argument made by
the various State medical societies that
they did not want it in the bill?
Mr. CAMP. That Is right.
Mr. MILLS. I certainly agree with my
distinguished friend from Georgia that
there Is nothing in this bill that would
justify any opposition from doctors.
Mr. LANHAM. Mr. Chairman, if the
gentleman will yield, have they not con
fused that with compulsory health Insur
ance?
Mr. MILLS. If the gentleman will
o eiv htdcoshv
ilId
o eiv htdcoshv
ilId
confused this issue with compulsory
health insurance. I think they were con
cerned about inclusion under title II and
also the medical-care provisions of the
public-assistance program as in H. R.
2893 introduced by the gentleman from
North Carolina [Mr. DOUGHTON] by re
quest.
Mr. CRAWFORD. Mr. Chairman, If
the gentleman will Yield further, I think
the gentleman said something to the
effect that at some future date we could
raise these rates, if necessary. It appears
that Mr. Altmeyer testified before the

committee in February that there is an
actuarial deficit of something like $7,
000,000,03i at the Present time under the
I percent payment.
Mr. CAMP. That is right.
Mr. CRAWFORD. What is to happen

question of raising rates? Are we rais
ing the rates?
Mr. CAMP. We are raising the rates'
In this bill to an amount sufficient, ac
cording to the best advice we could ob
tain, to take care of the program in the

the gentleman yield?
Mr. CAMP. I yield to the gentleman
from Georgia.
Mr. PRESTON. I, like some other
Members, have received a good many

future.

thdotrweentafcd;httey
were certainly exempted as professional

URA
ofWsni.M.
M.
Chairman, I should like to get back to

Mr. CRAWFORD.

now will be what?

And those rates

letters from doctors about this bill, and
I wonder how they became confused. I
was informed from various sources that
thdotrweentafce;httey

Mr. CAMP. They are stated In section
201 of the bill.
Mr. JENKINS. Mr. Chairman, I yield
5 minutes to the gentleman from Wis
consin [Mr. MURRAY].
M.
URA
ofWsni.
M.

people. I would like to ask the gentleman this question. Does the bill in any
affect the practice of medicine or
affect doctors?
Mr. CAMP. In no way whatsoever,
Doctors are exempt as other professional
men are from social security. That was
done because we found that doctors do
not retire when they reach the age of
65. I would like to state that the average age of retirement for all workers now
is 69 rather than 65. Many of them continue- on and work after they are 65.

this matter of including the rural people
in social security. As I understand, the
National Grange and the Farmers Union
went on record in favor of social security
for farmers. May I ask the gentleman
from Arkansas [Mr. MILLS] if that is not
cqrrect?
Mr. MILLS. During the course of the
hearings both the Farmers Union and
the National Grange were represented
and recommended that farmers be in
cluded under title II, as well as farnM
labor. In fact, the Farm Bureau adopted

13918

CONGRESSIONAL RECORD-HOUSE

a resolution at a national convention
recommending coverage for farm laborers when a workable program for this
type of labor can be formulated, but did
not take action on any recommendation
with respect to farmers.
Mr. MURRAY of Wisconsin. The reason I bring that up is that on yesterday
a colleigue from New Jersey, from a more
or less Industrialized region, brought out
the fact that the farmer is paying the
freight, and I guess he is, because that
Is an old saying that is heard in the
countryside. The farmer buys 40 percent of the manufactured goods of this
country. As a matter of fact, he now
has to pay a transportation tax on water.
He has to pay it on his milk, and that is
Pretty nearly 90-percent water, so he is
even paying a tax on water.
The thing I wish to have in the record
Is that this story that the farmers do
not want social security just does not
stand up. It does not stand up right
here, because we have just heard that
the National Orange and the Farmers
Union both ha' e asked that the farmers be included under the Social Security Act.
This is the picture, and I say this with
no particular criticism of any individual
or group. Out of one pocket we are promoting the family-sized farm through
the Farm Home Administration, and
over the years it has done ELsplendid
piece of work. especiallyT when you realize that in this country we are down to
less than 20 percent of the people living
on the farms of the United States. Yet
out of the other pocket we are putting
out funds to promote the commercial
type farms that are putting the other
type farms out of business. One large
wheat grower has had a $230,000 subsidy
and one large certain outfit has had over
$800,000 in subsidies. If we are going to
have $7,000,000 farms such as Clayton &
Co. bought out in California within the
last few weeks, and if we are going to
have million dollar farms, and expect the
family-sized farmer to compete with
them, I should like to know how he is
going to do it if he is not going to have
any minimum wage nor any social
security.
You notice they left the farmers out
of that minimum wage bill. To be factual about it, we have a minimum wage
in the Sugar Act, and that is fixed at
such a low amount that it really does
not amount to much. Under the Sugar
Act, even though a member of the President's Cabinet has the authority to fix
the minimum wage, he fixes It at 25
cents and at 29 cents and at 32 cents in
Louisiana and 60 and 65 cents in Colorado and California.
American agriculture has to face two
things. First is the situation where they
do not have any minimum wage. A minimum wage in operation for agriculture
would protect the man on the familysized farm, because his time is worth
somewhere near what the minimum wage
Is. Secondly, he is not going to be in6luded under social security. It is just
putting one more Insult upon another.
I think the time has come when one
class of people that should have been in
this bill Is the rural people, because not
half the people In a lot of those rural

districts come under social security. We
have many districts like that in the
United States. What do they have to
look forward to? They can look forward to the time when they get old, and
believe me, when you get to be 65 years
old you are not going to do too much
farming. All they have to look forward
to is that they might have someone point
a finger at them and call them a reliefer, and yet it all comes out of the same
pot, more or less. There iSno reason why
rural people, not only the farmers, but
the rural areas everywhere should not
be included under the social-security
program.
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. MURRAY of Wisconsin. I yield.
Mr. MILLS. I desire to congratulate
the gentleman on the position he has
taken. I recognize the gentleman from
Wisconsin as being as well Informed as
anybody in the House of Representatives
on the desires of the farm people and
what is best for farm people as far as
legislation is concerned. I congratulate
the gentleman. I trust the gentleman
has made some investigation in his district and that he knows the people of his
district are for coverage.
Mr. MURRAY of Wisconsin. I received but one letter that was opposed to
social security for farmers. Of course, I
do not know the man. I do not understand the circumstances, but I can see
why no one wants to pay taxes. You
realize that human nature is human nature. A man who has many people workIng for him probably does not like to put
In his share of it. But that has nothing
to do with it. I recognize that the rural
people should be included and I hope the
other body will include them.
Mr. CRAWFORD. Mr. Chairman, will
the gentleman yield?
Mr. MURRAY of Wisconsin. I yield.
Mr. CRAWFORD. We are faced with
what I think Is a positively terrible situation, I mean economically speaking,
The steel board has come out and unconditionally recommended that the employer pay the total amount for the employee. It says in substance "You people who have lived simply and exercised
thrift and invested your savings in buildings, machinery, and tools, so that the
employees might have a job, shall in addition -be responsible for the employees'
social welfare."
Industry Is accepting that proposition,
as cockeyed as it is, because industrial
management knows that it will add that
cost to the price of the goods to be sold
to the farm people. It is not a simple
thing to administer the collection of a
tax for social security and make the rules
and regulations apply to the farm labor
and the farm people. I know that. But
here Is a group of people on the farms
In this country where the top level men
In this administration say "You must not
be too much Interested in protecting
their wage, I mean the farm wage, because if you do you will overload the
budget."
Everywhere you look the scheme is running contrary to the economic interest
and protection of farm wages, the farm
workers and the farm operators and the
farm hired men. We are not on sound
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ground when we kick out 25 to 30,000,000
farm people and leave them hanging on
a string which depends strictly on the
whims of Congress so far as appropria
tions are concerned. I think we should
assume the responsibility. I certainly,
would be a great deal friendlier to H. R.
6000 or the other bill If there was some
thing in them which would give the farm
people a chance to have a little security.
Mr. MURRAY of Wisconsin. I thank
the gentleman. I am in hopes, I will
say to my colleague from Michigan,
knowing the interest he has in this prob
lem, that the other body-I know we
cannot do it here because this comes to
us under a closed rule where we cannot
amend the bill-I am in hopes that there
will be enough interest there and that
farm organizations who have appeared
before our committee will also appear be
fore the committee of the other body and
will be able to have their position pre
vail.
I just believe that the great majority of
the people will agree that that should be
done in the other body.
Mr. HAYS of Arkansas. Mr. Chair
man, will the gentleman yield?
Mr. MUJRRAY of Wisconsin. I yield.
Mr. HAYS of Arkansas. There is so
much good in this bill that I expect to
vote for it. But I do want to endorse
what the gentleman from Wisconsin has
just said about the gap that still remains
in our social security program. Unless
that gap is ultimately filled a great injus
tice is going to be done to the farm peo
ple of this country.
Be
Mr. MURRAY of Wisconsin.
fore we become a party to furnishing
company pensions and Federal old-age
security under the social-security laws
we should at least be interested enough
to put all our American people under the
social security program.
The CHAIRMAN. The time of the
gentleman from Wisconsin has expired.
Mr. COOPER. Mr. Chairman, I yield
such time as he may desire to the gentle
man from Illinois [Mr. O'HARA].
Mr. O'HARA of Illinois. Mr. Chair
man, I am happy that we in the House
will pass the social-security bill before
we adjourn. The sentiment of the coun
try is so overwhelmingly behind the
broadening of social security and the ex
tension of its benefits that only 3 of the
10 members of the opposition party on
the Ways and Means Committee saw
proper to defy the popular will by voting
against the reporting out of this measure.
yesterday
leadership
Republican
sought to scuttle the broadening and ex
tension of social security, not by a direct
attack on social security, but by opening
the door for a thousand amendments,
which could not possibly be considered
In the time of this session remaining, and
thus the bill would die. I think the
people of this country-the decent and
honest men and women in the ordinary
walks of life everywhere-by this time
thoroughly understand the reactionary
strategy of keeping the face of a friend
while administering the poison of legis
lative paralysis.
In the two roll calls of yesterday the
people of America-these men and wornen back home whom we represent-won
a great and heartening victory. Had the
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reactionary strategy succeeded, had the
result Of the roll calls been different, social-security legislation would have been
as dead as death itself, and those responsible for its death would have filled the
front Pews at the funeral still wearing
the faces of friends.
No fair-minded person can say that
this bill is not a vast improvement on the
Present social-security law. Is there a
man or Woman anywhere in America who
would say that a worker stricken, say, at
50 or 55, by an illness completely and
permanently disabling him must struggle
on penniless and neglected until he is 65
before he can receive 1 cent of the socialsecurity benefit for which he paid regularly during all his working years prior
to his disabling illness? I am happy
that the bill we will pass today, when enacted by the Senate, will serve to pencil
some sunshine into the dreary life of the
worker stricken down in his prime. It
Is a human bill, and yet thoroughly and
conservatively sound. The provision
that I have mentioned-minor, considerIng that the number of persons stricken
in their prime and permanently disabled
is relatively small-reflects the spirit of
the bill.
The distinguished chairman and the
members of the Ways and Means Coinmittee have rendered a great service to
the Congress and to the country. We
know how diligently they have workedweeks and weeks, month after month,
often their sessions lasting into the late
hours of the night. I think the country
should know a little better how much
real hard, grinding work goes into a bill
of the complicated and expansive nature
of the one before us. Congressmen, I
have found in my brief service here, are
without exception hard workers, putting
in long hours and getting practically no
rest, even on week ends. We all will
agree, I know, that the Members who
have been called upon to do the hardest
work in the Eighty-first Congress have
been the chairman and the members of
the committee which, as the result of its
long months of public hearings and deep
study, has brought to us for our approval
the bill which today we will pass.
I have an especial pride in the accoflplishment of this committee because one
of its members is a great son of Illinois,
my warm friend of many years and our
distinguished colleague, the Honorable
THOMAS J. O'BRrEN,

whose long years of

public service, always with an ear open
to the voice of the common people, have
endeared him to the people of Chicago
and of Illinois.
As to the bill before us, I would have
it go much further than it does go, but
when I consider that It extends coverage
to an excess of 11,000,000 of my countrymen, that it much broadens the benefits
and that it is not forgetful even of the
girl in domestic employment or the
worker suffering a stroke in his prime,
I am filled with happy satisfaction that
I am here to give it my vote. When later
the Senate has acted, and the bill has
gone to conference, other provisions
which I should like to see Included I hope
may receive favorable consideration,
I do hope the day will come, and I believe i4 will come as certainly as the
dawn follows the night, when every man
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and woman in America reaching the age
of 60 can retire with a sufficient compensation to provide for a comfortable existence for the remainder of their earthly
years. I have never regretted that in
the days of the original Townsend plan
I gave it encouragement and support as
being sound economically and as Providing the answer to a plaguing question
raised by an Industrial order which consumed the youth and prime of the workers and left little opportunity for the
aging. When a human being has worked
hard during all the years doing a Job to
be done there Is a better provision to be
made for him than just putting him in
a corner,
I am happy that in the broadening and
extension of social security we are making progress, and I shall continue to support with all my heart the social-security
program. I shall also continue in every
way to help advance the day when every
man and woman in America on reaching
the age of 60 can retire with the assurance that the compensation to be received will be sufficient comfortably to
meet all the requirements of the remaining days.
Mr. JENKINS. Mr. Chairman, I yield
5 minutes to the gentleman from Washington [Mr. MACx].
Mr. MACK of Washington. Mr. Chairman, old-age and survivors insurance,
which is now before the Congress, is
probably as complex and complicated as
any legislative subject which will be considered by the Congress during the present session. Furthermore, its proper
solution is as important as anything
which will come before the Congress,
with the exception of the matter of preserving world peace.
I became Interested 2 years ago in
social security when a group of public
power district workers approached me In
my home city and informed me that they
previously had been employed for a period of 7 years by a private power comnpany. Throughout that 7-year period
they had paid old-age and survivors Insurance withholding taxes. At the end
of this 7 years this private utility was
purchased by a public power company.
Thereafter these people, because they
now were public employees, were unable
to pay any social-security taxes. Because they were prohibited from paying
the withholding taxes, they could never

had paid In, amounting to $570. That
was not fair.
Then I was approached by a group of
foreign wars veterans, who called my at
tention to the fact that World War II
veterans are not gi~'en any credit for
the period they served in the armed
services during World War II. Since
they were given no credit for that period,
they might not accumulate the neces
sary 40 quarters of credits necessary to
secure a pension.
These three problems engrossed my
attention, and in seeking to find a remediy
for these three injustices to these three
groups, I started some research with the
social-security department and the
Library of Congress. Then, in the spring
of 1948 during the Eightieth Congress,
after considerable research, I introduced
a social-security bill, four provisions of
which, or ones very similar to them, are
contained In the bill now under consid
eration. I reintroduced that bill on the
first day of the present session of the
Eighty-first Congress. My bill was
given the number H. R. 258. That bill
provides for coverage almost identical to
that provided in the committee bill. It
provides for pensions but on a slightly
different formula to that contained in
the committee bill. The formula for
pension grants in my bill is so close to
that of the committee bill that under my
bill a $250-a-month worker, at the end
of 4C continuous years of coverage, would
receive $77 a month, whereas under the
committee bill he would receive $78.
The difference is only $1 or a difference
of less than 2 percent. My bill provided
that the $14.99 limit on what a pensioner
may earn in covered employment without
forfeiting his pension for that month
be increased to $50. There is an iden
tical provision in the committee bill.
My bill also provided that World War
II veterans shall have $160 a month
credit for the period they were in the
armed services during World War II,
which is Practically the same as a pro
vision contained in the committee bill.
While some are prone to criticize the
Committee, I am Inclined to believe that,
on the whole, it has done a pretty good
Job with a most intricate and complicated
Piece of legislation.
I do not mean to infer that I agree
with everything that is in the committee
bill. I do not. There are provisions in

needed to qualify for an old-age pension
at age 65. Their case appealed to me
as constituting an injustice.
Then a man approached me who had
been employed as a clerk in a shoe store
for a period of 9 years and 9 months, 39
quarters. At the end of that time he
was made a partner in the business. He
became a self-employed person. This
disqualified him from paying old-age and
survivors withholding taxes. A young
man must have 40 quarters, or 10 years,
of withholding-tax payments before he
can get a pension. This man could not
pay withholding taxes, for the selfemployed are barred under the present
law from participation. Therefore, this
man, who had paid taxes for 9 years and
9 months, was denied a chance to get a
pension. The Government, furthermore,
was going to keep all the premiums he

lieve should be contained in it.
The definitions as to who are employ
ees and who are employers are not
spelled out very carefully or satisfacto
rily in the committee bill. I hope the
committee bill, when it goes to the Sen
ate, will be corrected in this respect. On
this point the Kean bill is much clearer
and much more satisfactory in my
opinion.
I think the provisions in this bill, as
they relate to disability protection,
should be carefully and searchingly
studied particularly as to costs. Before
any bill Is finally adopted by both bodies
it should be determined that the revenues
to be derived from withholding taxes will
be adequate to meet the costs of all pro
visions the legislation contains.
I am very much disapointed that a ma
jority of this House voted to bring this

acquire

the additional

credits they

the committee bill which I do not be
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bill out under a "gag" rule that prohibits
any amendments being made to this bill,
This "gag" rule prohibits and prevents
taking out of this bill some provisions
that are unfair, unjust, and defective,
For example, one provision of this bill
excludes the publishers of 20,000 small
weekly newspapers from enjoying the
benefits of this legislation.
The publishers of daily newspapers
are given the protection of the old-age
and survivors insurance provided by this
bill. The weekly publishers are not,
The butcher, the baker, the grocer, the
laundry owner, the garage operator,
and every other small-business man is
brought under the benefits of this bill but
nt.e Thatl iskl notwright. Thbishsetio
not.Tha
isnotrigt.
hissecion
ought to be stricken from the bill by the
Senate so that weekly newspaper publishers who, in nearly all cases are smallbusiness men, can enjoy the benefits of
thilegdatiy nwpprpbihrico.
Thedaiy
nwsppe Puliser s cvered because in most cases his business
iinoporated.bsnse are rwegrdedf under
Poraed usiesss
ar reardd uder
the law as employees, and as employees,
are covered.
Few weekly newspaper operations are
Incorporated. The publishers, therefore.
are self-employed persons and this* bill
specifically, on page 54, says, they are
barred from participating In this Insurance protection. This is a gross inJustice to the 20,000 weekly publishers
of the Nation. I am sure that if I offered
an amendment to allow weekly publishers this insurance it would be overwhelmingly adopted. I cannot, however, offer
such an amendment because the "gag"
rule which has been adopted prevents me
or anyone else from offering any amendment.

This bill does not correct the Injustice
done this man and it ought to. We could
have corrected that Injustice, which undoubtedly has been done to thousands
like him, if this bill had not come out
under a "gag" rule that prohibits amendments.
AMLS PACKER

INJUSTICz
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or nearly everyone, will pay each pay day
in the productive, earning years of his
Youth Into a fund from which he will
derive his pension In old age when his
earning power declines or vanishes. Any
other type of system is apt to fail and for
old-age Pensions to fail after having been
so well established in this country would
wreak great social, economic, and politi
cal harm on the country.
The CHAIRMAN. The time of the

I know of a man who has worked in a
fruit packing plant for many years. He
has worked in the same plant, in the
same town and for the same employer aUl
tea
rm A ashingto. h.s exof these years. He spends half his time
Mir:eNd..M.Caimn
il
making up apple boxes and half of it to th. ENtleman from Ohairma[Mr. yicputting apples Into the boxes.GRO]suhtmasemydsi.
Under the present law the time he GEORsuhtmasemydsi.
spent putting apples into the box Is deMr. MCGREGOR. Mr. Chairman,
fined as agricultural work and is not coysocial security is a much-needed program
ered by social security. The time he
as it provides financial
for
spent making apple boxes is classified as old folks no longer ableindependence
to work. Prop
fcoylbradoecmeuerserly administered, it would do just that.
fialsctriy.lAbo
an doesul comehiutrnder
The social-security objective is excel
Iconsistencuiy. Ahs aorkesrto this strangien
lent-the plan for financing it is decep
5 years of coverage and denied 5 years of tie
other coverage on the ground that half of
Scial-security taxes are paid to in
the time as an apple packer he was an sure
security In old age. Uncle Sam has
agricultural worker and not eligible for collected $15,000,000,000 for that pur
coverage during that period. This was
pose, but he has spent every cent col
an injustice that could have been corlected for current needs. It was spent
rected, I feel, had the House been given
as fast as it was collected. Instead of
an opportunity to amend this bill,
setting aside this money for future use
These are but a few examples of Into pay benefits when they come due,
justices. and inadequacies that could ad
Uncle Sam spent it and put his I 0 U's
would be amended except for the "gag"
isholbe.
Inulothere wors,
h
th lertedIn
rule which prohibits amendments.
cshol resev fund ine
wrs theraeny for
cs
eev
ud nteaec
o
INCREASED BENEFTS NEEDED
social-security benefits.
I favor Increased benefits for those who
The Federal Government's operating
are covered by social security. I favor
costs as of June 30. 1949, were $1,500,
them because the old folk need them. 000,000 in the red for the first quarter
I f avor increased benefits also because
of 1949. Congress and the people said
old-age pensions are here, and here to "No" to President Truman's request f or
stay, and we must develop a sound and
higher income taxes. Increasing the
enduring system, which I believe old-age
old-age security-insurance taxes will
and survivors insurance is.
bring extra billions for current expenses.
RAMRAD
ORRR INIUSICZUnder
old-age and survivors Insurance So. since President Truman refuses to
RA.RA wRERINUTIEthe beneficiary, in the earning years of
cut Government expenses to balance the
This injustice to the 20,000 weekly
his youth, must pay withholding taxesbudget, he proposes to soak the poor to
newspaper publishers of America is not these might be called premiums on an balance the budget through increased
the only Inadequacy In this bill. There
Insurance policy-every pay day. In
old-age security-insurance taxes.
are many others and, except for this
return for these payments of withholdI voted to bring.this bill, H. R. 6000,
"gag" rule, we could offer amendments
Ing taxes, he will in his old age receive
on the floor of the House of Representa
and correct these injustices,
a monthly pension. In short, everyone tives for consideration under an open
One of my constituents worked as a
will be paying for his own Penkion. They rule so that the bill could be amended,
locomotive engineer 4 years for a priwill not be getting something for noth- and the philosophy of financing could be
vate logging railroad. For those 4 years
ing.
corrected, as well as many other phases
he was under social security and paid
This Is sound. It Is sound because It
of the social-security law. However, by
withholding taxes into the old-age and
provides for raising the money to pay great pressure from the majority-party
survivors insurance fund. For the next
the Insurance benefits. Any old-a-ge sysleadership, we find the "gag" rule govern4 Years he worked as a locomotive engitem that does not have a contributing
Ing our consideration of this legislation,
neer on the main line of the Northern
feature, in my opinion, cannot and will
and we have no chance whatsoever by
Pacific Railroad. During those 4 years he not endure.
way of amendments to make any
paid withholding taxes into the railroad
Old-age assistance administered by
changes. We have to take a lot of bad
retirement fund which is also administhe States In the year that started last
along with the good.
tered by the Federal Government. Then,
July 1 will cost the taxpayers, State and
I am going to vote for H. R. 6000 be
for 4 years, he worked as a post office
Federal, of this Nation, $1,980,000,000,
cause I believe in the principles involved,
Janitor and for those 4 years paid withor in round figures $2,000,000,000.
but I am very glad that I voted in oppo
holding taxes into the Federal employees'
The number of persons attaining the sition to the "gag" rule as I feel that we
retirement fund, which, like the other two
age of 65 is Increasing and, furthermore,
should have had the opportunity to cor
funds, Is administered by the Federal
thanks to our best. in-the-world Amerirect the many Injustices that are in
Government.
can medical science, these oldsters are
cluded In this legislation.
Now, this worker finds, that although living long after 65. It is not unlikely
Mr. JENKINS. Mr. Chairman, I
he has paid withholding taxes for 12 that within the foreseeable future the
yield 3 minutes to the gentleman from
years into three different Government
cost of old-age assistance which is ad- New York [Mr. EDWiN ARTHUR HALL].
Pension funds, all federally administered,
ministered by the States, may become
Mr. EDWIN ARTHUR HALL. Mr.
that he Is not entitled to any pension
four, six, or eight billion dollars a year.
Chairman, the fact that the Angell bill.
under any of these funds because he has
If we are going to keep our State and H. R. 2136. is not presented here at this
not been under any one of these systems
Federal Governments solvent we must time sustains the 20-year frustration I
long enough to Qualify under any of
develop on sound principles an old-age have had ever since I have been in Con
theni,
pension system under which everyone,
gress by being unable to vote for the
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type of Pension legislation that I would
Mr. DOUGHTON. Mr. Chairman, I
like to.
yield 20 minutes to the gentleman from
The labor strife that is presently ram- New York [Mr. LYNCHL.
pant throughout the country Is caused
Mr. LYNCH. Mr. Chairman, I would
by the Very course we are following here
feel remiss In my duty if I did not take
today. The subject is old-age pensions,
this occasion to express my high regard
but organized labor is calling for it in
for the patience, perseverance, and the
Piecemeal fashion just as the Congress
persuasiveness of our distinguished
Is attempting to legislate now. I think, chairman, the gentleman from North
it Is a mistake. I think that old-age
Carolina [Mr. DoUGISTONI, In finalry
pensions should be universal and should bringing this bill, H. R. 6000, to the floor
include everybody, not just a few,
of the House. That It is a good bill is
Why should a hundred thousand evidenced by the fact that after 6 months
miners up in Scranton and elsewhere,
of intensive study, after hearing scores of
witnesses, after taking hundreds of
because they are strong enough to have
leaders like John L. Lewis and other men,
pages of testimony and after long hours
be able to get what they want in Washof deliberation in executive session, the
ington While they leave the rest of us
committee reported out this bill by a vote
out in the cold? Why should a million of 22 to 3.
steelworkers, or two or three million
I say it Is also a good bill as I look at
Government workers, because they hapthe clock, because this bill has kept me
pen to be able to have a sympathetic
here to try to help its passage through
ear either in the Congress or in the when the world's series is going on right
NLRB, or wherever their differences are
In my district and I have two tickets for
threshed out, be able to obtain big penthe game this afternoon. I cannot use
sions at the expense of the rest of us? I
them, but must be content with the radio
say the subject of old-age pensions reports and the hope that the Yankees,
should apply to every American citizen
the team from my district, will win the
regardless of his race, creed, color, or game. Meanwhile I must content myhis station in life. That is the position
self with trying to get them and the
I have always maintained. It is a sin- Dodgers old-age insurance,
cere position; it is an honest position.
Mr. NICHOLSON.
Mr. Chairman,
We fall in our duty if we continue the will the gentleman yield?
piecemeal method; that is, by legislating
Mr. LYNCH. I yield to the gentleman
Into social security each year a few hun- from Massachusetts.
dred thousand here or a million there
Mr. NICHOLSON. I wish the gentleuntil finally, after a century of progress,
man would have let me know. I would
we get pensions for the whole body have taken them.
politic. For that reason I should like to
Mr. LYNCH. I will give the gentlesee legislation passed today to include man my ticket for today.
all citizens of the United States In a uniMr. Chairman,- this is a bill which in
versal old-age, pay-as-you-go, reasonmy judgment merits the support of every
able pension. It certainly is less than Member of the House and I make so
fai toexlud
th mllins hoare not bold as to peitthat
there will be very
yet taken In.
few votes In opposition to it on final
If you are one of the 9 out of every 10 passage. I was very well pleased to hear
you will not be able to make a living after
the distinguished gentleman from Washyou reach the unemployable age. Thereington [Mr. MAcK] appraise the bill in
f ore you have three recourses: First, thIanrI
hchh
i.W
hl
whenyoureah
o
60
toretre
te
ae
he forward
annr ito whch
e dd.
e sa
whenyoureac
th ageof 0, t reire
look
his joining
us in the
pas-Iis
to the poorhouse; second, to live on your sage of the bill. Insofar as the editors
children; and, third, to take a pauper's
and publishers of country newspapers are
oath and sign over everything you have
concerned, may I say to the gentleman
in the world to the public charity for from Washington I am sure that if we
what little you are able to get back,
knew they were desirous of being covered
This is wrong, and we should certainly
by this bill we certainly would have had
correct It.
them in. Perhaps we can get them in on
Neither bill before us today will remedy the other side of the Capitol when the
such a deplorable situation,
bill goes over, if they are really anxious
Only by passing a pension measure to
to be Included.
apl oeeyoyovr6 er fae
Mr. MICHENER. Mr. Chairman, will
can we be fair to the American people,
the gentleman yield?
Antin hoto
ti
wl ai o et
Mr. LYNCH. I yield to the gentleman
the most challenging issue of our day,
from Michigan.Soigesutlwrac3¾pcntn
MICHENER. Did the gentleman's
scrtinteltnsoflf.Mr.
Why not prepare our older people for /com mittee give consideration to the adhappiness in their declining years? /min~istration
of the bill If farmers were
Why not give them comfort and satisfacIncluded? I voted for the original bill
tion in their remaining days?
and I voted for every amendment. My
Adequate old-age pensions for all will understanding has always been the only
help our senior citizens to anticipate
reason farmers were not included was a
and to yearn for complete realization of matter of administration, that administhe immortal words of Rabbi Ben Ezra tration would be almost impossible,
In the lines of Browning's poem of that
Mr. LYNCH. In answer to the inquiry
name:
of the gentleman from Michigan my unGrow old along with me,
derstanding Is that the problem of adThe best is yet to be,
ministration in the opinion of the Social
The last of life
Security Administration has been solved.
For which the first was made.
For one, I am thoroughly in accord with
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the remarks made by the gentleman from
Wisconsin [Mr. MURRAY], that farmers
and farm labor should be covered. But
our information was, and It is my dis
tinct recollection, that originally the
Grange came in and advocated coverage
only on the theory of voluntary admis
sion on the part of the farmer. Volun
tary admission as such is not sound ad
ministratively. But if all farmers and
farm laborers were brought in or if farm
laborers only were brought In, this bill, in
my opinion, would still be a better bill
than it is today because I am convinced
personally that just as the self-employed
now are most desirous of being covered
by social security so, too, would the farm
operators be desirous of being covered
by social security once their farm la
borers were covered and they understood
the benefits of social security perhaps
a little better than I am told they under
stand it at this time.
The real reason they are not covered
in this bill Is that there was no great
demand from the farmers, according to
our understanding, or from the farm la
borers. We had men on the committee
who came from rural communities and
who are familiar with the situation. We
bowed to the better Judgment of those
members.
my distinguished friend and colleague
on the Committee the gentleman from
Pennsylvania complained about the tax
that was being imposed. He called it an
income tax, Of course, It Is an income
tax to a certain extent on the employees
and Insofar as the employer is concerned
I suppose it could be called an excise tax.
But, in any event, we must have a tax
to cover this social security, and the
thing that amazes me so Much is that
our distinguished friend from Pennsyl
vani
gettingte bil tout. Sho, Ihwould bes
incletined tohas him whethe
Sor
notl he
inledtashmwehrorote
Is actually in favor of social security,
and if he is in favor of social security
he actually in .favor of increased
beftsadicaedovrgW
gv nrae
benefits and
oeragie?
wnrae In
giicreased
coeaeunderiths
wgivinand
bil
theae
yea
era1950
undexthyear well ado ino
raie thea tax. Thex teax ,wasrasdo byt
thie Eihtethx Congess Ifxyou wailld becall wihtenthe fixgedstheYo
taxlfore195
catl whprent.e finsofa asethe
foea95
bill Is concerned, both the Kean bill and
orbl moea2prettxi
91
Weud notl diffepiote a
mounre
t
ofxthe951
tax until we get to 1960, and H. R. 6000
ge pt
2pret n
e
er
later the Kean bill goes up to 21/2 percent.
1970 and the Kean bill reaches 3 percent
in 1980.
From the debate that has previously
ensued one might conclude that labor
was not in favor of this bill because it
does not cover the five best wage Years
of an employee to determine his aver
age wage. So that there may be no mis
understanding of the position of labor
on this bill, let me read a telegram that
was received only a few hours ago by
the gentleman from North Carolina
[Mr. DOUGHToN], chairman of our com
mittee. from William Green, president
of the American Federation of Labor,
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who Is at the annual convention of his
organization held this year In St. Paul,
Minn.:
Hon2.

ROBRET

L.

DOUGHTON,

Chairman Committee on
Ways and Means,
House of Representatives,
Washington, D. C.:Isad.Teegopar

The convention of the American Feder-

tion of Labor in session in St. Paul, Min..,
departing from the regular order of business
this afternoon considered the proposals for
liberalizing social security contained in
H. Rt. 6000. The convention, representing
8.000.000 workers and their families, unanimously endorsed this bill and In response to
the convention action I am asking you to
urge the United States House of Representatives to act favorably on this Important
measure. The millions of elderly' retired
workers arid workers, survivors look to Congress to act on their behalf. Many more
millions of working people look to Congress
to remove the constant fear of dependent
old age and physical disahility. The passage
of H. R. 6000 will be a long step In that
direction.
WILLIAM GREEN,

President,American Federationof Labor.
Tha shuldsetle
ll oub asto ow
lhato shouldso thsetl all dutast
o
labore
sardeo thepinsbill.
deir t
Those aihrespthe poit tha otra
dsirbet
maeepettoth
ih
onrstbtwferen tisniln
the
boilltwhichmwi.b
offered isno duthe
nmot
miondtohrecommi.
There is noedobilht in mysmeinedthath.eR
6000ispte. bl hti
otdsrdb
h
In order to speed the day when contributory social insurance will replace
public assistance as the primary method
of providing basic protection against the
economic hazards of old age, disability,
and death, it Is essential that the coverage of the insurance system be broadened without further delay.
Too large a part of the labor force of
America must work in employment not
covered by social insurance.
Of the
80.000,000 individuals with old-age and

survivors Insurance wage credits, only
43,000,000 are fully. or currently Insured.
Thirty-seven million individuals with
wage credits do not have an insured
Status in spite of the fact that to be currently insured a worker need have only
six calendar quarters of coverage out of
the last 12 quarters.
Some workers make no contributions
to the system and, of course, never become eligible for benefits. Many others,
as indicated by these figures, shift between covered and noncovered jobs, and
although they pay taxes on their wages
from covered employment, they often
not only fail to obtain sufficient quarters
of coverage for benefit purposes but also
suffer the loss of their contributions,
Moreover, time spent in noncovered emPloyment reduces the amount of the ben.

efits paid a worker and his dependents

when he has been in covered employment
for the necessary period of time to ob-

tamn an insured status,
COVERAGE PROVISIONS

OF M. R.

e000

H. R. 6000 would extend the Federal
social-insurance system to about 11,
000.000 Jobs now excluded. This would
eliminate many of the inequities and
anomalies which arise when workers
shift between covered and noncovered
employment, and would bring millions
of workers under the system for the first
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time so that they would be afforded an
The desirability of extending old-age
opportunity to obtain the basic protec- and survivors coverage to the urban selftion that It provides,
employed, as Provided In the bill, has
The bill would extend coverage to long been generally acknowledged.
eight groups of workers and also make Many operators of small-business estab
the Federal social-insurance system lishments have requested that they be
available to Puerto Rico and the Virgin brought under the system. Many of you
1
efe-hvbentlbysoeeesabr,
las.Teegopar(1sefeavbentdbytrkeesabr,
ployed persons other than farmers and plumbers, and others in business for
certain professional-groups, (2) employ- themselves of the Injustice they suffer
ees of State and local governments, (3)
under the existing system which requires
employees of nonproflt organizations,
them to contribute to social-security pro

(4) domestic servants employed on.- a
regular basis in other than farm homes,
(5) employees performing borderline agrclua
evcsta
r
setal
rclua
evcsta
r
setal

tection for their employees while being
denied the same protection for them

Federal employees not covered under
any other retirement system, (7) American citizens employed outside the United

one or two other persons to assist him.
Often the operator of a small business is
just as much In need of social-insurance

salesmen, Industrial home workers,
drvrlsesotaiasanoteprdrvrlsesotaiasanoteprsons who are technically not employees
at common law,
The individuals who make up these
eight groups are dependent upon Income
from work and they need the basic protection that would be afforded them un-

times In later life more entitled to coverg.Mroerwem
trmmbrht
g.Mroewemtrmmbrht
the mechanic working in a garage, Or
the clerk in a retail store, or the barber
working for wages, all of whom are coy
ered by the system, frequently become
operators of their own business establish.
ments in true American fashion. With-

commercial and Industrial, (6) certain
States by American employers, and (8)

der the bill as much as, and In some In-

stances more than, those already covered.
Failure to provide social insurance coyerage for these Individuals would mean
that many of them would be forced to
rely on public assistance to meet their
needs in old age or in case they become
permanently and totally disabled.
THE NqONFARME SELF-EMPLOTED

About 4,500.000 nonfarm self-employed would be covered during an average week. Between 35 and 40 percent of
this number are storekeepers and other
realricuig
o xml~rpitors of unincorporated shoe stores, clothIng stores, grocery stores, restaurants,
and filling stations.
Approximately
20 to 25 percent are proprietors of such

service establishments as hotels, boarding houses, garages, laundries, barber
shops, and places of amusement. From
12 to 15 percent are engaged in the construction Industry, including small-scale
plumbing, painting', and electrical contractors. The remaining 25 to 30 per.
cent Is made up of wholesale merchants,
agents and brokers, small-scale manu.
facturers, Independent taxicab owners,
and proprietors of real-estate and insurance enterprises. The following professional groups, which represent about
400.000 Individuals, would continue to be
excluded; that is, doctors, dentists. osteopaths, chiropractors, Christian Scien.
tist practitioners, optometrists, veterinarians, lawyers, publishers, and aeronautical, chemical, Civil, electrical, mechanical, metallurgical, and mining en.

gineers.

It is because those people had employees for whom they were paying the

selves. We must remember that many
ml
ml

uiessaernb
uiessaernb

h
h

we
we

with the aid of his family or by employing

protection as is his employee, and many

Out extension of coverage to the self-em

ployed, wage earners are penalized when
they leave covered employment to start
businesses of their own for they either
lose the Insured status they obtained as
employees or retain eligibility for small
benefits only.
Under H. R. 6000 we try to keep them
covered by this provision for coverage of
bhesenf-employed,in atgarag ifo a periods
enepoe
na aaefrapro
of say 5 or 7 years, and has secured wage
credits during that period of time, and
then goes out and opens his own garage,
e
rsn
afrfi
i
eeiso
dhaer hiesbenelats dofiminishe byereas on
othea acvha
e h
asbnftsdmnshleft
coveredaem
pofytenfat toa
go into buiess fovre
himsef

plyeto
iobunssfrhml.
The exclusion of the urban self-emPloyed from the old-age and survivors
insurance system by the Past Congresses
that thsedrmreiwould behadministraiv tion
cuattiesri coullectin comnitrib tions ad in~
cobtaelncletn onrbtosadi
obaning wage reports. The adminis
trative agencies have had 13 years of suc
cessful experience with coverage of emPloyees in industry and commerce. This
experience, coupled with the fact that
most self-employed persons now have to
file income-tax returns, makes the origi
nal reason for withholding coverage in
applicable to the extension of coverage
as proposed in H. R. 6000. A self-em
ployed individual would report his In
come for social-security Purposes by
transferring information from his in

come-tax return to a simple supplemen

tary form, or an additional item might
be provided on the income-tax return.

tax that they became acquainted with

Unless his net earnings from self-em

they see the benefits of social security
they desire to be covered likewise. In
further answer to the gentleman from
Michigan [Mr. MICHENER] * I think that
once farm labor is covered the farmers
themselves will understand what social
security Is and will desire to have further
protection for themselves.

he pays no self-employment tax, there
by eliminating the collection of inconse
quential amounts.
Under H. R. 6000 we intend to cover
the employees of State and local gov
ernments, who number about 3,800.000,
who are not now in any established pen
sion fund or pension system.

the benefits of social security. When

ployment amount to $400 or more a year,
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Except for certain workers who for- fer the loss of all rights to old-age and
merly were employed by privately owned survivors insurance benefits or a reductransit companies, coverage of State and tion In the amount of benefits they would
receive if they had remained in covered
local government employees would be effected by voluntary compacts between employment.
It is gross Injustice to take away or
the States and the Federal Government.
I believe that these workers need the decrease a worker's old-age and survivors Insurance protection solely bebasic Protection afforded by the Federal
social-security system. Their average cause he works for a new employer that
earnings are less than those in private happens to be a political unit or instruIndustry. The average monthly salary mentality of a State. The worker usually performs the same daily tasks for
during October 1948 was $185 for nonschool employees and $225 for school em- the public transportation system that he
ployees as compared with an average performed for the private company.
wage of $235 in manufacturing Indus- For him, nothing may be changed except
that his pay check is signed by an officer
tries,
Only about 65 percent of State and of another corporation. He may continue to drive the same bus, travel the
local workers are under a retirement system and these systems are designed pri- same route, use the same schedule, and
marnly for employees who remain with report to the same supervisor.
The bill would distinguish between
the employing unit of government until
employees of a transportation system
reirmet.Emloes holevegoermient jobs before attaining retirement that was taken over by a governmental
orei tei rghs o unit after 1936 but before 1950, and
ag uualymut
retirement benefits. A large number of the employees of a system acquired after
wokesar
afctdbythsprviin n 1949. In the first case-where the
system was acquired beState and local retirement plans because transportation
would be
tween 1936 and 1950-coverage wereremhit ewen negoerofthm
extended toithebwokersnthat
many
exnddtthwokrtateeem
govbetween
or
mental unit to another,
ployed by the private company on the
epivt
n idutr.Th
ermet
tent of the shift in employment by State date it was taken over, unless the emI Inicte bythse ploying governmental unit elects against
~ndloalworer
such coverage. In the case where the
wniase ay totalso
figures-in 1w48rterei
wa a ota oftransportation company is acquired by
f~gues-nher
148
the governmental unit after 1949, coverand
5,000,000 persons employed by State
ercage unumberf goermpoednt thie yhea was- age of the employees taken over from the
private employer would continue to be
emlydi h erws
lessgthnu4,00,00
compulsory.
Thes bill woud0 ot0eritthee0en
This distinction between employees of
te exenoul
The ill
notpermt
sion of the Federal social-security sys- private transportation companies taken
over by a governmental unit prior to
tern to State and local workers covered
by another retirement system unless 1950 and those taken over subsequently
these employees and the beneficiaries of Is made because where the private coinsuch a system elected coverage by a two- pany has been acquired by a 'governmental unit In the past, arrangements
thirds majority vote In a written referendum. This provision would enable may have beeni made for coverage of the
employees under an existing retirement
those who have a direct interest in an
adequate retirement system to safeguard plan.
We have seen instances In New York,
their rights. The decision as to whether
or not the protection aff orded by the Boston, Chicago, and other large cities
Federal program is desirable is left to where men have for years been working
for private transportation companies.
them. Many employees in private Industry have the protection of both the These companies have subsequently been
taken over by the city or State and the
Federal system and private pension
plans and a similar arrangement may men have found themselves deprived of
benefit State and local employees. The their social security and compelled to
Federal program may provide types of enter municipal or State pension systems
protection not available under a State or at an age which gives them extremely
local plan and, in all Instances, can small pensions when they reach retirement.
serve as a basic protection to employees
I have hundreds of such workers In
who shift between public and private
my own district. In New York City to-employment,
day we have certain private bus transpUnuc TRANSPORTATION WORNERS
The bill Includes special provisions for portation lines. The tendency is, in New
extending coverage to employees of pub- York City at least, and I believe elsewhere, to have all the transportation
lic transportation systems if these employees were emnployed by a privately city-owned and operated. I have no
owned transportation system taken over doubt that within a short time all our
by a political unit of a State. These pro- local transportation lines will be owned
and operated by New York City. As the
visions are designed to correct the unyears go on the position of the employees
fairness of the present law which penalIzes the employees of a privately owned of these private lines, Insofar as retiretransportation system which becomes a ment is concerned, will become more precarious because they will have more
publicly owned system.
money paid into social security, and the
Wages earned by employees of the pribenefits which they would receive, will
vate companies are subject to the old-

age and survivors insurance pay-roll tax.
When the private system becomes a publicly owned system, of course, these same
workers no longer are under soclal security. The result Is that they either sufl-

either be lost or substantially reduced, If
the private lines for which they work
are taken over by New York City. This
situation cannot longer be tolerated,
These men must be -protected In their
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retirement. It Is not suffclenlt that at
their advanced years they be given the
opportunity of entering a city-pension
fund, to which they must pay a higher
percent of their earnings and receive
less in benefits.
This bill would protect their retire
ment In the event that the transporta
tion lines are taken over by the city by
compelling the city to continue them In
social security If the city takes over the
transportation line after December 31,
1949.
EMPLOYERS

OF NONPROFIT ORGANIZATIONS

The bill would extend coverage to enm
ployees of religious, charitable, and other
ebr
nnrftognztosecp
olrgyaniztin rexceptu members.
nonpofth
andh remligious worldbers
Aofuth clergy0
Aboutre 60000 suhe emplseoyee woul bverg
avrg
ousofa
coedInte
week.
et
Thrisam tuniosage
among leaders of religious, charitable,
st
siniiadeuainlaece
the desirability of providing social se
cutypoeintomlyesothe
has
institutions. Major disagreement
arisen in the past, however, over the
method of affording this protection.
Soehvadctdcmplryoe
age of these employees on the same basis
as if they worked for a private employer
engaged in business for profit. Others
have advocated that coverage should be
on a voluntary basis so the institution
desiring coverage for Its employees could
enter into an agreement with the Federal
Government to obtain such coverage.
In my opinion, neither of these pro
posals is as satisfactory as the one con
tained in the bill. The first infringes on
the traditionally tax-exempt status of
these nonprofit institutions. The sec
ond gives no basic social-security protec
tion to employees of institutions that fall
to elect to come under the system. The
bill would not only safeguard the taxexempt status of all religious, charitable,
and other nonprofit organizations but
woiuld afford basic protection to all em
ployees of such Institutions except mem
bers of the clergy and religious orders.
The result would be accomplished
under the provisions of the bill by con
tinuing the exemption from the em
ployer tax, unless an organization elects
to pay the employer tax by waiving the
exemption,'although the regular com
pulsory contribution would be Imposed
on the employees. If an organization
elects to pay the employers' tax, the em
ployees receive full credit toward benefits
on their wages. Otherwise only onehalf of their wages would be credited for
benefit purposes.
Although employees of a nonprofit in
stitution that does not elect to pay the
employers' tax would receive a reduction
In benefits they would still be afforded
substantial protection under the old-age
disability and survivors insurance pro
gram. Even though the employees' wage
credits would be reduced by one-half,
the amount of benefits payable to them
or their dependents would not be de

creased a like amount. The benefit f or
mula In the bill Is weighted in favor of
low-paid employees and this weighting
would also- help the employees of a non
profit Institution that did not assume the
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employees' share of the tax. For ex.
ample, the base benefit amount for a re.
tired worker with wage credits of $300
per month would be $70 but if the worker's wage credits were only $150 per
month the base benefit amount would be
$55.
I believe that practically all nonprofit
agencies will elect to give their employees
the full benefits under the social-security
system and that the payment of benefits
ba-sed on one-half" wage credits will be
rare. Nonetheless, even in the few instances In which a nonprofit agency may
not waive its tax-exempt status, It is important to have the benefit level sufficiently high to provide these workers
with a basic floor of protection. Many
employees of nonprofit Institutions are
nonprofessional workers, such as janitors,
charwomen, and clerks, for whom a reasonable level of benefits is necessary to
avoId dependency upon public assistance
In their old age or in case they become
totally and permanently disabled,
I think the bill provides the best method that can be devised for extending
coverage to employees of religious, charitable, and other nonprofit organizations.
Neither the rights of the employer nor
the rights of the employees are violated.
DOMESTIC SERVANTS

The bill, would extend coverage to
nearly 1,000,000 domestic workers employed on a regular basis. Domestics
employed on farms operated for profit
would continue to be excluded from
coverage.
In order for domestic workers in private
homes to be classified as regularly employed they must be employed by one
employer for at least 26 days in a calendar
quarter and be paid $25 or more in cash
wages during the quarter period. Under
this definition most domestic workers who
are employed on a weekly or monthly
basis would be afforded the protection
of the program, but most part-time workers, and all casual or intermittent workera would be excluded from coverage.
Practically everyone has recognized
that domestic servants need social insurance protection fully as much as any
group covered by the program. The overwhelming majority of household workers
are women. A relatively large number of
them are widowed or divorced or separated from their husbands and are
more dependent upon their own earnings
than women workers in general. Nonetheless domestic servants In private
homes have been excluded from coverage
In the past, because of the special administrative Problems created by many of
the characteristics of their employment,
The provisions of H. R. 6000 are designed to reduce administrative procedures to a minimum. Intermittent and
casual domestic service would be excluded
from coverage in order to simplify procedures for collecting contributions and
the reporting of wages.
I regret the continued exclusion of
these Intermittent and casual workers,
I1recognize, as did the majority of members of the Committee on Ways and
Means, that it is difficult for them to lay
aside sufficient funds from their earnings to avoid want in their old age or in
case they become permanently and totally
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disabled. Moreover, their dependents are
If these services are performed f or an
In need of the survivorship protection
operator of a farm or a group of operaafforded by the social-securitys~system.
tor~s of farms--other than a cooperative
Before attempting to cover all domestic organization they would continue to be
workers, however, I think the practical
excluded from coverage. Thus, if the
thing to do Is to begin by extending services are actually performed as a part
coverage to those domestic servants who
of farming operations, they would be
are regularly employed as defined by the
concluded to be such; otherwise they
bill. Social insurance coverage of house- would be classified to be what they really
hold workers introduces new problems for Iare-commercial-and, therefore, coythe administrative agencies. Housewives
ered by the social-insurance system.
generally do not kee reod of expend'EDERAL EMPLOYEES NOT COVERE B A
Itures for wages. Limited extension of
RETIREMENT SYSTEM
coverage as proposed In the bill would
The bill would extend coverage to
assure the success of bringing social-inabout 100,000 civilian employees of the
surance protection to nearly 1.000,000 Federal Government and its instrumen
workers. On the other hand, broader talities. Employees who are under a
extension of coverage at this time may federally established retirement system,
jeopardize continuous protection for this
employees of the legislative branch and
group. For this reason, I say let us pro- elected officials in the executive branch
ceed with caution and cover only the regof the Government would not be In
ularly employed domestic workers and
cluded. Certain other Federal employees
thus afford the Treasury Department and would also continue to be excluded from
the Social Security Administration actual social-security coverage even though
administrative experience in this new they are not under a retirement system.
coverage field. I am certain that this These are, in general, (1) employees who
experience will prove invaluable In de- work for short periods of time, such as,
veloping satisfactory methods for extendthose engaged by the Department of
ing coverage to additional domestic workCommerce in taking a census or by the
ers within the next few years.
Post Office Department during the holi
Before leaving the subject of coverage
day season, and (2) employees who are
of domestic workers, I wish to point out in positions that will eventually be coy
that the bill would also extend coverage
ered under some other Federal retire
to nonstudent domestic workers of col- ment system. By their exclusions the
lege clubs, fraternities, and sororities, nuisance of reporting Inconsequential
whose remuneration Is at least $100 in a amounts would be avoided and contribu
calendar quarter. The coverage of this tions would not be collected from those
group of workers, of course, does not cre- who have or are likely to obtain protec
ate any new administrative problems as tion under another Federal retirement
the characteristics of their employment system.
are similar to those of workers in indusThe limited coverage of Federal em
try or commerce. Students performing
ployees that would be provided by the
domestic work for such employers would
bill meets an apparent need without in
continue to be excluded from coverage.
terfering with other Federal retirement
EPIIPOYEES PERFORMING BORDER-LINE
systems. Coverage would be extended
AGRICULTURAL SERVICES
to individuals who are regular members
Coverage would also be extended to of the labor force and who are likely
200,000 persons engaged in services now to shift between Federal and private em
excluded as agricultural, whereas in reployment and so lose or reduce any pro
ality they are essentially commercial and tection they might have under the socialIndustrial. By redefining the term security system. Coverage under the
"agricultural labor" the bill would extend old-age, disability, and survivors insur
coverage to services performed off the
ance program while they are employed
farm in connection with the raising or by the Federal Government will enable
harvesting of mushrooms, the hatching
these workers to continue to be fully pro
olZ poultry, and the operation or maintetected.
nance of irrigation ditches, and to servAMERICAN CITIZENS EMPLOYED OUTYSIDETHlE
lees performed In the processing of
UNITED STATES
maple sap into maple sirup or maple
Coverage would be extended to about
sugar-as distinguished from the gather15oooo American citizens who work out
ing of maple sap. The persons performside the United States for American em
ing these services do not consider that
ployers. Generally those workers have
they are doing agricultural work. Moreclose personal ties with the United States
over, there Is neither justice nor logic in and are a part of the American economy.
the present provisions of law that exOften their families remain here while
clude a bookkeeper from coverage under
they work in a foreign country for a year
social insurance when he leaves his job or two.
In a retail store and accepts work in a
I believe it is only fair to Protect the
hatchery across the street. The bill social insurance status of an American
would eliminate the inequities and anomcitizen who accepts work outside the
alies which now occur in cases of this United States for an American employer.
type.
The employment covered would be Per
Coverage would also be extended to formed for employers already subject to
individuals performing post-harvesting
the tax laws of this country so that no
services in the employ of commercial administrative difficulties are created
handlers of fruit and vegetables, or in and I know of no valid reason for con
the employ of farmers' cooperatives, Ir- tinuing to exclude this group of Ameri
respective of the agricultural commiodican citizens.
ties in connection with which the servThe bill would also extend coverage to
Ices are performed,
employment Performed on American air
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craft outside the United States, under
the conditions which apply under existing law to maritime service performed
outside the United States. In other
words, the personnel employed on an airplane would be given the same right to
old-age, disability, and survivors protection as the personnel employed on a seagoing vessel.
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the insurance program would not become surance protection. Their wages aver
effective in Puerto Rico until approved age somewhat less than 50 percent of
by its legislature,
the average wage rates In the United
Social-security legislation already States yet the over-all cost of living is
covers Alaska and Hawaii, and the cornnot significantly lower. Thus it Is even
mittee believes that it should be extended
more difficult for them than for workers
to these two other important possessions.
In the States to lay aside f unds f romn
These Islands, with their limited ecocurrent earnings to keep them or their
nomic resources, have been unable to dependents off the public-assistance rolls
SALESMEN, INDUSTRIAL HOME WORXERS, AN
raise sufficient funds to care for their when the breadwinner becomes too old
OTNERS TECHNICALLY NO
EMPLOYEES AT
needy people. At the same time their to work, becomes permanently and to
COMMON LA~W
economies are becoming more and more tally disabled, or dies. Moreover, an
The bill would redefine "employee" and closely intermeshed with that on the Increasing number of the residents of
thereby restore coverage to from 500,000 mainland and there Is considerable mithese insular possessions are employed
to 750,000 salesmen, taxi drivers, indusgration, so that the provisions of the in the States. While they are here
trial home workers, contract loggers,
insurance system should become uni- many of them are in jobs covered
mine lessees, agent-drivers, commission versal.
by the social-security program, and,
drivers, and other persons technically
At present the Federal Government
therefore pay taxes on their wages but
not employees at common law who were
makes grants to both Puerto Rico and
if they return to employment in their
deprived of employee status by Public the Virgin Islands for public health and
home communities they often lose all
Law 642, Eightieth Congress, the so-called child, welfare and to Puerto Rico for vosocial-insurance protection as well as
Gearhart resolution. These workers who cational rehabilitation, so that the extheir contributions. By extending coy
were taken out from under the social intension of a public-assistance system
erage of the Federal social-insurance
surance program by the Eightieth Conseems reasonable.
However, since program to services performed on the
gres epedet
ae
uontheir earnings
Puerto Rico and the Virgin Islands have Islands this unjust result would be
grs aedeedetupna
somewhat lower level of economy than
avoided.
believe the workers of Puerto
from work like other groups covered as on the mainland, and since the programs Rico and Ithe
Virgin Islands should be
ItpoyIsourntento toe bringunelcy
are Just being Instituted, the committee
afforded the opportunity to secure pro
IthIsosrinentwh wereicalluslyr
o
tcown believes that action taken in this directection for themselves and their depend
erage
howr bys theosy hrw
tion should be conservative. Accordingents against the economic hazards of old
Acto scand
lkwsertto cirumenGarat
ly, the maximum dollar limitation on in- age, disability, and death regardless of
scrupulou emloyeris,
who beliemven that
dividual assistance established in the
whether they work in the States or in
bycentering intloyconracs, whbeieethhaget- original Social Security Act in 1935 are their home communities. These work
by nteingint
cotrats ithaget-provided for Puerto Rico and the Virgin
ers want to earn this protection by
driver and commission-driver salesmen Islands in the bill. Also it is provided
making contributions from their earn
and similarly situated salesmen, stating that the Federal share of assistance
ings during their productive years and
that they are independent contractors,
costs shall be one-half of the total, rather
to receive benefit payments as an earned
they can go behind the intent of the Sothan a higher proportion as for the
right. They, like other American work
cial Security Act. Contract or no convarious States.
ers, do not want to have to rely on
tract, we look at the nature of the whole
In the field of old-age and survivors
public-assistance payments, made on
deal without subterfuges. For example,
insurance, I feel that it is very desirable
the basis of a means test and paid from
the fact that a salesman owns his own to include Puerto Rico and the Virgin
general revenues, for protection against
automobile for the transportation of him- Islands. Many workers there move back
loss of income due to these common
self and the commodity he sells will not and forth from the mainland and so alhazards.
of itself make him an Independent con- ready have established credits in the
In summary, I believe that the ex
tractor, especially when he sells under the system. Although their level of econtension of the social-security system to
direction of the other contracting party, omy is below ours, ,the wage rates are
Puerto Rico and the Virgin Islands is
calls on specified customers in a certain sufficient so that the great majority of long overdue. These islands are part
area, and devotes the whole or greater the workers will be able to qualify for
of the United States and should be
part of his time selling the merchandise benefits. For example in April 1948 the
entitled to the advantages of social se
of the other contracting party. Many
average weekly take-home pay was in
curity.
employers would like to have their sales- excess of $16 for'production workers in
Mr. Chairman, I repeat-this is a
me~n designated "self-employed" and manufacturing industries and was over
good bill. It will be the answer to
thus save their share of the ta~x. It Is $10 for all of the various subdivisions of
th pryromay
nagd eso
th itetonofth
il t big
ndr manufacturing industries and for virwho, as the years go by, is confronted
coverage as many as can fairly be done
tually all of the other employment that wihteeroznghuhtfdpn
so, without straining the point of emwould be covered. It will be noted that
wihteeroznghuhtfdpn
ployment on the one hand, and without
an average of $8 per week in covered
ing on public charity. With the ex
permitting subterfuge on the other for employment is needed in order to betended coverage under this bill of 11.L
the purpose of evading the tax,
come eligible for benefits. If the insur000,000 more persons and with the in.
I shall not discuss the definition of ance system Is not established, there
creased benefits It provides. It will enable
employee contained in the bill as it will will be a relatively heavy drain over the
the 46,000,000 people covered under
be discussed in detail by other members
long run through the public-assistance
social security to look forward to their
of the Committee on Ways and Means,
provisions, and this is undesirable both
declining years with confidence that they
I do want to say, however, that the ex- from a fiscal and a social viewpoint,
will not become public charges, but will
tension of old-age, disability, and surH. R. 6000 provides that extension of
be able to live on the annuity payments
vivors insurance to this group of workold-age and survivors insurance to
which they Purchased during the days
ers, who are In reality employees, would
Puerto Rico shall be effective only if its
of their employment.
correct the injustices done them by the legislature approves. The committee
I shall vote for the bill. I am confi
Gearhart resolution adopted last year. felt that this was desirable because of
dent of its passage.
I opposed the exclusion of these workers
the somewhat autonomous position of
Mr. BYRNES of Wisconsin. Mr.
from the social-security system last Puerto Rico. However, it Is certain that Chairman, I yield such time as he may
year. My opinion has not changed and Puerto Rico will wish to participate In
desire to the gentleman from New York
I am glad to support the extension of the this program since a number of their
[Mr. JAvITS].
old-age, disability, and survivors system high officials have made this statement.
Mr. JAVITS. Mr. Chairman, I shall
to them as provided in the bill.
About 5.000 persons would be covered support this bill. It is a necessary and
p;ERTO RICO AND THE VIRGIN ISLANDS
In the Virgin Islands and about 250,000
prudent measure and well within our
Both the insurance and public-assistIn Puerto Rico during the course of an means. I have always favored the ex
ance programs would be extended to the average week. The workers In these tension and expansion of the social-se
Virgin Islands and Puerto Rico under areas of our American economy are curity system. I think it is especially
the provisions of HI. R. 6030. However,
among those moct in need of social in- noteworthy and I am very glad to see
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that the'self-employed have been Included in the bill, as well as employees of
State and local governments and employees of nonprofit Institutions; although I would have liked to see the nonprofit Institutions fully under the system
like other employers. I am glad to note
that the word "employee" is redefined to
Include salesmen and certain other employees, also that the benefits have been
materially increased for those who are
under the old-age and survivors insurance, and that te limitation on Ithe-r
monthly earnings i materially increased
under this bill,
The fundamental economic basis provided for our society by the social-security system is of vital importance to
domestic stability and to the strength of
our position in the world. For this
strength rests on a people confident of
their capacity to produce, and to look
to their future security and provide for
It. The social-security system as a base
Is improved by this bill; real and further
Progress toward adequate security due
to old age,, sickness, or disability rests on
the efforts of industry in all its component parts. This is one of the great
challenges to our private-enterprise
system, how to provide adequate security
and to coordinate it with the socialsecurity system for the best benefit of
our people,
At the convention of the American
Federation of Labor in Miami in February of this year, that union's executive
council Issued a statement which has
special significance at this time. They
said:
To the extent that real social security Is
provided for the American people, the freeenterprise system will become correspondingly secure against ideological attacks,
Mr. BYRNES of Wisconsin.
Mr.
C'hairman, I yield such time as he may
desire to the gentleman from Pennsylvania [Mr. VAN ZANDT].
Mr. VAN ZANDT. Mr. Chairman,
during my career in Congress which began in 1939 very little has been done
toward amending the Social Security Act,
Every -effort made since 1939 was met
with the excuse "there is a war to be
won."
As a result no action was taken for 10
years despite the fact that there was
need for revising the existing law. Each
time we tried to do something we were
told that a committee or a commission
was engaged in studying the structure
of the Social Security Act. The inference was that if we were patient long
enough, Congress would receive recoinmendations for streamlining the Social
Security Act,
Now we are considering H. R. 6000
which we are informed represents the
efforts of the House Committee on Ways
and Means over a period of 6 months.
The bill is not only disappointing in its
provisions but it lacks features that
should have been included in such a
measure. To have waited 10 long years
and then be handed a tailor-made bill
without the right to amend it is a blow to
the great American principles of fair
play and justice,
We are considering a bill that affects
the lives of over 50,000,000 Persons and
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their families. We are taking such
to the aged, those 65 years of age or older;
action at a time when the Pension Issue
the crippled; the blind; and dependent
has Invaded every segment of American
children.
life. We witness the pension issue being
This bill has definitely overlooked this
discussed freely in management and
class and for that reason is a total dis
labor circles where it has become the
appointment.
focus point of collective-bargaining
In North Dakota as the old-age assist
conferences.
ance has operated the Federal Govern
The controversy over the need for unimnent share in old-age assistance Is as
versal pensions is so pronounced that the
follows:
day is not far distant when such an obGovernment share of the first $20, threejective will be realized,
fourths or------------------------ $15
To0day, I amn iIn utter dIS11smay u-v ur tJheU Government share of thI eanigpy
fact that this Congress is being asked
ments up to a maximum of $50, oneto approve a bill in a "take it or leave it"
half or--------------------------- 15
atmosphere. This is especially disTotal Government aid on a maximumheartening when we are asked by such
of $50---------------------------3so
procedure to turn a deaf ear to the plight
of the elderly citizens who helped build
The Government share of the first $25
this great Nation,
Is four-fifths, or $20; on the next $10 is
According to the Bureau of the Census one-half, or $5; on the next $15 is onethere were 16,799,000 persons in the
third, or $5.
United States aged 60 years and over on
In other words, the present bill does
July 1, 1948. A large percentage of this not change the maximum of $50 and the
number Includes men and women who are contribution of the Government is $30
unable to work or support themselves. It
out of $50 just exactly as it Is In the pres
is this great class of citizens that we ent operating plan.
have completely ignored despite the fact
The only difference is that on the first
that it is not their fault that they toiled $25 the Government assumes a larger
and paid taxes when pensions and social share. This might help in some States
security were but vague dreams,
where payments are small, but in North
It is a national disgrace to realize the Dakota it will not help at all. The North
tears we shed over displaced persons
Dakota law provides that these payments
overseas while we give the "cold shoulder"
shall be $60 per month as a minimum.
to deserving American citizens who in the The Government share of this $50 pay
twilight of life have not enough material
ment is, therefore, $30, and the State of
assistance to keep body and soul together.
North Dakota will make up the differ
We send billions of dollars overseas and ence, or $30 per month.
plan on sending billions more to help
The committee makes the statement
what are called the backward nations
that it will cost the Federal Government
of the world. At the same time our only
$256,000,000 annually more than it did
concern for the aged citizens of this Nabefore. This statement should not have
tion is the shedding of a few crocodile
been made. After appropriating billions
tears every time a political platform Is and billions for every country on earth,
adopted.
It does not sound statesmanlike to pounce
I cannot in good conscience remain
upon this insignificant sum of $256,000,
silent any longer while this bill is lauded
000 when we come to take care of our
as being for the welfare of the American
own aged, blind, crippled, and dependent
people. While I approve heartily of the children.
increased benefits for those recipients
I voted against the rule on this bill
who have earned themn, by contributions
because it denies any and every chance
from their pay, it is a deplorable fact
to amend the bill. We shall have to take
that the House Ways and Means Cornit as it is or reject it. If we reject it, then
mittee after 6 months of hearings and
a plan for those now working to par
study failed to heed the anguished cries ticipate in a fund in old age will be de
of the millions of elderly citizens who are
stroyed for the present. The movement
left with no assurance that the present that started this whole social-security
Congress intends to do anything for them program, the Townsend pension system,
but to continue to promise to consider cannot even be discussed because no
their plight. Let us search our own conamendments are in order. This bill takes
science and face the fact that we are by care of practically every class except
cur actions betraying millions of Godfarmers, and we can offer no amendment
fearing American citizens,
to correct this situation. The Ways and
I shall support this bill but I do so in
Means Committee and the Rules Com
a spirit of reluctance and with great dis- mittee have this legislation bottled up
gust.
and the people's representatives are
Mr. BYRNES of Wisconsin.
Mr.
powerless to do anything about it-ex
Chairman, I yield 7 minutes to the gencept talk. This procedure does not sound
tleman from North Dakota [Mr. BuRlike democracy to me. I voted against
DICK].
any such rule.
Mr. BURDICK. Mr. Chairman, the
Now that we are bottled up, ham
whole plan of this bill is directed to those strung, and shackled, we can take the
now employed whereby they can partici-' bill as It is or take nothing. The system
pate in payments to a fund upon which, of providing those now working with a.
later in life, they may draw. I have no little assurance later In life is worth
fault to find with this theory. What I am
saving, and for that reason I will vote for
concerned about Is that class of people it.
who, In their past lives, have had no opI desire, however, to comment that It is
portunity to contribute to any fund upon a disgrace to this great democracy, the
which they can draw later in life. I refer
mightiest nation on earth, to deny to
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the aged, the blind, the crippled, and
dependent children, a decent standard
of living. I hope those voting in cornmittee for this rule will some day be In
the class of those old people who try to
live, Pay rent, clothe themselves, buy the
necessities of life on $50 per month. We
should have made it possible for the
aged in America to have meat twice a
week instead of once. Where Is one of
the four freedoms-where has it gone
in our philosophy of thinking? Have
we forgotten it, or have we repealed it?
Freedom from want-where is it in this
great democracy?
Mr. JENSEN. 'Mr. Chairman, will the
gentleman yield?
Mr. BURDICK I yield to the gentleman from Iowa.
Mr. JENSEN. I am In hearty agreement with what the gentleman from
North Dakota has just said about the
aged, the blind, and the crippled. Certainly this Nation has been mighty ni'ggardly to those people. I hang my head
In shame, as I am sure the gentleman
does, when an old person, who has
through no fault of his own lost all the
money he has had in many Instances,
then must take a pauper's oath In order
to get a meager pension which is not
sufficient to live decently on from one day
to the next. I had hoped that this bill
would be more liberal in that respect.
I certainly want to compliment the gentleman from North Dakota for standing
up here and fighting for the old folks, the
blind, and the crippled, who cannot help
themselves. Certainly we should, in
either this session of Congress or very
soon, do a lot more for those folks than
we have done up to date.
Mr. BURDICK. The gentleman has
made a very fine statement of the situation.
The CHAIRMAN. The time of the
gentleman from North Dakota has expired.
Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gentleman from Illinois [Mr. VURSELL].
Mr. VURSELL. Mr. Chairman, we are
nearing the end of the debate in this
House on social-security legislation. We
are writing permanent law. We are establishing, in my judgment, without suf
ficient consideration, permanent policies
with reference to social security which
cannot be changed. In fact, we are writIng and establishing into law a contract
or compact with over 40,000,000 people
which will doubtless continue in perpetuity.
In considering this legislation of such
tremendous importance, full opportunity
to consider and to amend it should be
the privilege of all of the Members. This
is not the case because the leaders of the
administration, through its Influence
with the Rules Committee, brought this
legislation to the floor of the House under instructions that no amendments
could be offered or considered by any of
the Members of this House. It was
brought to the floor under what is termed
a "closed rule" which will not permit its
amending in any way. I think It is unfortunate that we, in the minority, who
honestly believe that the legislation can
be improved by nine important amend-

ments, do not have an opportunity to
offer these amendments and to debate
them, allowing the 435 Members of this
House to individually decide whether or
not, under the weight of evidence, some
or all of these amendments should be
incorporated In the bill,
Out of the 25 members of the Ways
and Means Committee, 10 or more were
opposed to bringing this bill to the floor
of the House under a "gag" or closed rule,
Many of the members of this committee
have expressed their desire that at least
nine of the amendments suggested by the
minority, which are contained in the
Kean recommital motion which will later
be made, should have been brought out on
the floor of the House as amendments so
that all of the Members of the House
would have an opportunity to judge them
on their merits,
We, who take this position, are placed
In the position where we must vote
against, on the final roll call, all of the
benefits contained In H. ft. 6000, or vote
for parts of it which we heartily approve,
along with provisions of the bill which
we just as ardently oppose.
Practically all of us realize that socialsecurity benefits should be increased and
the coverage base broadened. In fact,
Congressman KEAN's bill provides for increasing the benefits and broadening the
coverage on the same ratio as does the
administration bill. No one can Justly
say that any amendments desired to be
offered which are denied us here on the
floor of the House today under the closed
rule seek, in any way, to give lesser benefits under old-age assistance and social
security than does the administration
bill. The benefits are practically the
same in both bills but it is my contention
that the policy of approach In the Kean
bill will better protect the security trust
fund and thereby the whole system of
public assistance and social security, will
not only pay equal benefits but will cost
those paying into this trust fund, both
the employee and the employer, over a
term of years, less money,
Mr. Chairman, we will have only one
opportunity to express our disapproval of
the administration bill and that will come
at the close of the debate on a motion to
recommit. In other words, we must take
the bill without amendments as reported
to the House or leave it.
I submit that the bill should have been
brought to the floor of the House under
an open rule so that It could have been
perfected and improved according to the
Judgment of the House.
If the motion to recommit provides
that it be returned forthwith substituting
the Kean bill. I shall support the motion
to recommit,
Time will not permit a full discussion
of all of the amendments. It is sufficient
to say that the Kean bill would bring
about a saving of about $1,000,000,006 a
year. In addition, It would better protect the fund and would cost the Poor
people for which social security was set
up to benefit, less money each year. Another amendment In the Kean bill would
better define who is an employee and
who is not. It wotild give the Congress
the right to say who is an employee and
employer, who should come under the
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scope of this bill rather than to place
that power In the hands of the bureau
crats as the administration bill does. It
would provide for total and permanent
disability benefits but would place the
obligation of payment of these benefits in
the category of public assistance where
they should be, rather than paying them
out of the social security fund.
It would confine the operation of social
security to payments up to $3,000 as Is
the established custom throughout the
Nation, rather than to raise it to $3,630 as
provided in the, administration bill.
The original social-security law was
Intended to provide security for the poor
people who were not able to provide their
own security in old age. When It was
established they set the limit of those
employees and employers who should
pay Into the fund as those who were
earning wages up to $3,000 a year. Now
the administration bill will take the
employee who comes in at $3,600 a
year and place him under the Social Se
curity Act. The added weight of the in
crease from $3,000 to $3,600 a year will
work to the disadvantage of the poor peo
ple who have been paying in up to and
under $3,000 a year.
Mr. Chairman, I am a firm believer in
the necessity of increasing social-security
benefits and broadening the social-secu
rity base. We all realize that the best
possible provisions the economy of our
Nation can stand must be provided for
the older people who find it difficult to
support themselves. In fact, I had rep
resentatives of the Social Security Ad
ministration come to my office last year
for two long sessions when I was con
sidering introducing a bill to increase
such benefits. Realizing that it would
require longer study in considering such
legislation than time would permit, I
deferred Introducing a bill to provide for
an increase in social-security benefits in
the hope that full and complete study
could be given to this broad subject which
would enable us to write the best possible
legislation in this session.
I do approve of many of the provisions
of the administration bill but I feel cer
tain that had the bill come to the floor
under an open rule we could and would
have written a better bill than the one
we shall have to decide on here today.
I hope and believe that when this bill
Is passed today and goes to the Senate,
that body will write into this bill when
considering it next year, many of the
provisions that we of the minority feel
should be incorporated in this legisla
tion. I regret that we are placed in a
position where this great deliberative
body of the House cannot better perfect
this bill before it is sent to the Senate. I
may support the bill if the Kean substi
tute is voted down, in the hope that many
of the provisions we would like to write
into this bill will have been written into
it when it comes back to us from the
Senate in 1950.
Mr. DOUGHTON. Mr. Chairman, I
yield such time as he may desire to tile
gentleman from California [Mr. HOLI
FIELD].

Mr. HOLIFIELD. Mr. Chairman, I
rise in support of H. R. 6000, the socialsecurity bill now pending before this

13928

CONGRESSIONAL RECORD-HOUSE

OCTOBER 5

addition to the above-mentioned defects,
such pensions are In effect a special levy
on industry customers for the benefit of
a comparatively small part of our people.
A Federal pension paid from Federal
taxes and administered on a equitable
Nation-wide basis to all of our aged and
disabled citizens is, in my opinion, the
only complete and sensible goal for us
to work toward. The passage of H. R.
6000 will be Just one more step forward
toward the realization of that goal.
Mr. DOUGHTON. Mr. Chairman, I
yield 10 minutes to the gentleman from

Congress. I wish to commend the great
Ways and Means Committee for bringing this bill up for consideration.
While I would like to see a bill passed
which would cover all of the aged citizens
of our country with a decent old-age
pension, I realize that it is impossible to
Pass such a bill in this session of Congress. In a democracy we must proceed
according to the will of the majority, and
until the popular will is expressed so
forcibly on the pension Question that a
majority of legislators feel as I do, until
that time we must make Progress to our

sickness or accident, still are not eligible
for accrued benefits because they have
not reached the age level of 65 years.
The pending bill corrects this defect, and
with its passage such persons can be
Immediately certified for benefits.
The maximum family benefits are increased from $85 per month to $150 per
month and the child-welfare services are
doubled.
Almost a million salesmen who were
deprived of social-security status and
benefits by the Eightieth Congress are
restored to participation in benefits.

H. R. 6000 Is an important step forward in bringing social security to our
People. As the years go by we will
amend and improve our social-security
laws until the fourth freedom, freedom
from want, becomes a reality to our
senior citizens.
Our Government acknowledged its responsibility to part of our people when it
Passed the first old-age Insurance plan
In 1935. Several amendments have been
passed between 1935 and 1949 which
broadened the coverage of the original
act and clarified certain provisions contamned therein,
At the Present time 35,000,009 persons
are receiving old-age and survivors insurance. The passage of H. R. 6000 will
broaden this coverage immediately to
approximately 46,000,000 people. This
is an increase in coverage to over 11,000.000 new persons,
Not only is the coverage enlarged but
the benefits are greatly increased. The
average primary benefit is increased
from $26 a month, for a retired insured
worker, to $44 per month. The table
Printed below shows the increase In individual. cases:
New primary
insuranceamount
Present primary insurance benefit:
$10---------------------------- $25
$15---------------------------- 31
"
$20 -------------------------$25,---------------------------- 5
$30 --------------------------51
$35 -------------------------------- :

Mr. CHRISTOPHER. Mr. Chairman,
brought about by H. R. 6000 is the inclusion of the self-employed in the social- I want to begin by Praising the Coinsecurity program. This, In itself, cor- mittee on Ways and Means for the dili
rects a grave defect in the present law. gent consideration they gave this meas
ure and for the hard work they perAt the present time over 4,500,000 selfformed in preparing it, and for the conemployed people are denied old-age Insurance and dependency survivors' benescientious effort and hard labor that they
put Into bringing this measure to the
fits. This group includes most of the
floor.
small merchants, barbers, gasoline-staI also want to compliment the Corntion attendants, garage owners, and
other small-business people. Many of mittee on Rules on giving us the kind of
these persons have a few employees for a rule they did, and I want to compli
ment the House on accepting that rule
whom they have contributed the employer's share of social-security payments
and thereby Preventing the enemies of
for many years. Yet heretofore they this legislation-and I am sorry to say
that it still has a few enemies-from
have been ineligible for personal protection. Under this bill, H. R. 6000, they picking out a piece here and pulling out
a thread there and leaving us at the end
will become eligible and their fears of
an unprotected old age will be diminof 2 or 3 days in this House with a meas
ure which nobody could be proud of; a
ished.
In closing, Mr. Chairman, I want to
measure that we would either have to
send back to the committee or go off
say that I am going to vote for H. R.
6000 for many reasons, including the shaking our heads and muttering on how
ones I have mentioned. I also want to we voted. This legislation is in the posi
tion at the present time that it ought to
point out that the problem of personal
security and freedom from want among
be, and It has had the work and the atpersons in the declining years of life will tention of our Committee on Ways and
continue to be one of the great and only Means. While I disagree with it in some
Particulars, still It Is a wonderful bill,
partially solved questions which face our
and as great a piece of legislation as we
great democratic society,
Social security is Government's most could expect.
humane and ambitious attempt to date
Like the gentleman from North Da
oa[r
uoc]
n oeohrgn
to solve this problem. Unfortunately, it
ktaee that spoDIK] n onthe
oe for ofethi
Is far from adequate. Private industry
House, I am sorry that it does not Include
pensions present another approach with
the 6,000,000 farmers and their families
some merit but with great danger, both
i h ntdSae.BtIa
ueta
a ocvrg
n tblt.Piaey
Privately
in the Uniedr States.tButeIpampsureithat
as trcoveaged
andute sablty
r
included In this legislation.
those who can afford such an approach.
Now, I know that this bill can be criti
All of these methods are piecemeal attempts and they all f ail to solve this cized, anything can be criticized. You
ah
kooetm
l lgtdo
problem of old-age security in a satisous Wascom
factory manner. None of these methods kngon, Monutment outaihtere
mon house fly. The diameter of his
can beoabanonleda
r
however unti a maecoityc soflurtpoplna.areonase
vision was only 1 inch. He crawled up
taantialodge
and down that Monument. He was a
cIficml
soluion,
a
fatona old-aged
critical fly. He said, "Why, this stone is
pnio
firmly
beliv thatde
should
pensonl.Teaon
prviedfoeor-ae
be
not perfect. This joint is not laid as it
pol. Thedan
pamdounaNtisoulwdbe deterought to be, Here is an imperfection
adteei
lw
hsi
eypo
rather than by the individual States.
piece of masonry." But that fly's visioa
This would be more equitable and would
also prevent the present migration of
was only an inch in diameter.
When I came across the bridge there
Persons from the low-pension States to
the high-pension States.
last winter and looked at that Washington Monument for the first time standPrivate Industry pensions should be
coordinated and eventually absorbed by ing above this city I said, "What a wonth
eea
eson
nm
pno
derful triumph of masonry." I could see
private industry pensions are dangerous
the whole monument. MY vision was not
from the standpoint of the hazards of restricted to 1 inch in diameter. You
can be critical of anything if you want
bankruptcy
and maladministration,
to pick it to pieces.
Certainly private industry Pensions
I want to compliment the people that
should not be a subject of collective
were in this House 14 years ago and that
bargaining and subject to all the perils
of labor-management differences. In passed the first piece of social-securiTy.

goal in the best way possible.

$45--------------------------------

64

Persons who retire after 1949 can expect approximately double the average
benefit they would receive under present
law.
Another important provision of the
pending bill is the increase on the earnThe
ing limitation of beneficiaries.
amount a beneficiary may earn in coyered employment without loss of benefits
Is increased from $14.99 to $50 per month,
This will be a great boon to those individuals who are still able to obtain parttime earnings after they pass the age of
65 and have started drawing their socialsecurity benefits,
Another Important Provision In the
new bill is the extension of old-age benefits to those Persons certified to be totally and permanently disabled, although
they have not reached the age of 65. At
the present time these unfortunate people, many of whom have contributed to
the social-security program since its inception, and suddenly have become totally and Permanently disabled, through

One of the Important improvements

Missouri [Mr.

CHRISTOPHER].

1949
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legislation. some of the gentlemen are
sitting right here on the floor of this
House today who helped Put that deal
over. I see at least two of them, and I
know there are more. They were PlowIng ground that had never been plowed
before. They were traveling down a
path that had never been traveled before, and they were receiving from some
quarters mighty little encouragement.

of course, all the Political mind needs to
do isdot pick up a great complex structure
like our national industrial and economic
life, which took 300 years to create, pass a
law, rub Aladdin's lamp, and behold the millennium has come.
Again, on page 5581, the gentleman

I have before me here not a typewritten speech, but some quotations.
Mr. Fuller, Democrat, said, as is
quoted in volume 79 on page 5861, the

from New Jersey [Mr. EATON) said:
Mr. Chairman, I think we stand today In
this country at the crossroads of a great decision which transcends all parties, all sec-

CONGRESSIONAL RECORD

of 14 years ago:

The gentleman from New Jersey [Mr.
EATON], a Republican, at page 5581 of
the same RECORD said:

tions, and all interests; and this decision is
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Mr. MICHENER. Mr. Chairman, I
voted for social security. I am still for
It. I prefer the substitiute bill, but Ishall
vote for the best bill which the House
has.

Mr. Chairman, I have Just been ad
vised by members of the committee in

charge of this bill that there is no par
ticular desire on the part of the member
ship to debate this bill, and that it flow
looks as if the vote on final passage will
come about 4 o'clock. I am not surprised
at this. On yesterday, I called the at
tention of the House to the ridiculousness

of the rule which granted 4 days' debate

Ths aristh
getet efae
esue
whether we are going to choose American
on this important legislation but with
features and relief for suffering and dissorgainized indusetryeasnthesinstumenteforith
out an opportunity to offer any amend
tressed humanity that has ever been presroblution of thths trere endous, far-reahin
ments or any changes in the bill as re
senedto lgisatve
od; I crris ut he
to some modified form of Russianism and
ported by a majority of the Ways and
teachings of the lowly Nazarene, and has only
attempt to solve these problems by GovernMeans Committee.
been made possible by a fearless, big-hearted,
adment
as
n
easCmmte
Inspired leader whose heart goes out to the
mei. My beloved friend, O'Connor, mad
fteWy
n
en
omte
"forgotten man." Every thought, every
some statement to the effect that political
were unanimous, as that committee often
hertea,
ndevryacio
o or ret
parties were responsible for depressions and is, then it would not be so bad; however,
Pertesiet,hasd
beveny
in
ctheiontrs of the wreak
for recovery. If we ever get out of this, no
heeiacomtewihhsgvn
anPpresiethsbed. Nomn canhe aners
good Amen-ea political party will do It, especially the Demomonthis a of
mintenie studytoths all-n
and Nomancanbe
pprsse.
agoo Amri-cratic Party, because we have none anymore.
mnh
fitniesuyt
hsal
can citizen who seeks to live unto himself
You have not been within shooting distance
Important social-security bill and which
orwelhof theekcountryowith
anoead
acmlto
the
of your platform ever since the first few
is very much divided as to what the legweath
ounrywit
noreardto he
f he
months after the President came in. You
Islatlon should contain. I have gone
duty he owes to his unfortunate neighbor.
have been acting as the representatives, the
through the 200-page committee report
We have reached the crossroads, where it has
tool, of a non-AmerIcan Institution known and there Is much logic in the majority
become necessary for us to realize that no
as the New Deal. And the ultimate aim of
and in the minority arguments.
nation can continue to prosper "where
the New Deal is to place all American indusI strenuously resent having this bill
wealth accumulates and men decay."
try, business, and individual liberties under
jamdow
thtratfteHus
Our majority leader, the gentleman
the control of Government In Washington.
byamemaorit vthe wthrout beinge per-e
from Massachusetts [Mr. MCCORMACKI,
We have no Democratic Party.
ym
atteditovoteo wiholesomeinamend

at page 5872 had this to say regarding
that first social-security measure:

Why should not business during the pro-

That was the gentleman from New
Jersey [Mr. EATON] 14 years ago.

Do you know what this legislation is

ductive period of an employee's life assume,
which we are considering today? This
In part at least, this responsibility? When
legislation is the heart and soul of the
an employee reaches old age business lets
New Deal. It is the, practical applicahim go. Unlike an old piece of machinery
to
fteSro
nteMut
that can be thrown away or sold, a human
to
fteSro
nteMut
being cannot be sold. He can be thrown out
Mr. MURRAY of Wisconsin. Mr.
but not sold. After employment ceases and
Chairman, will the gentleman yield?
old age, is arrived at, with no resources, SoMr. CHRISTOPHER. I yield,
ciety must assume the burden. That has,
The CHAIRMAN. The time of the
unfortunately, been our experience of the
gentleman from Missouri has expired,
past. If this is so. it is only proper that as a
Mr. JENKINS. Mr. Chairman, I yield
part of the cost of production, business
the gentleman a half a minute to answer
should assume the responsibility of estab
lishing a fund out of which reasonable, benea question.
fits will come to the unemployed and out of
Mr. MURRAY of Wisconsin. I am
which earned benefits will come in the carse
certainly not in a position of being opof the old and the aged,
posed to the Social Security Act or Its
The gentleman from New York [Mr
extension or the broadening of its base,
TABER], a Republican, at page 6054 had
But I think it would be interesting if the
gentleman would tell us why it ~is that the
this to say:
rural people are still alive, while they
Never in the history of the world has any have not been under the Social Security
measure been brought in here so insidiously
Act up to this time.temjrt
designed as to prevent business recovery, toe.temjryofheM
enslave workers, and to prevent any possibilMr. CHRISTOPHER. Because It so
ity of the employers providing work for the
happens they are in a position where
people. Mr. Chairman, is it not about time
they can milk the old cow and drink the
that everyone of us woke up and realized our
milk and survive. That is the only reaconstitutional responsibility to pass on legisson. Back in 1932 the mortgages were
lation intelligently, on its merits, or, as in
taking the old cow and that privilege was
this case, on its absolute lack of merit, throwbeing lost to them.
Ing out those things that are absolutely
Mr. McCORMACK. Mr. Chairman.
vicious?
will the gentleman yield?
Again, on page 5547, the gentleman
Mr. CHRISTOPHER. I yield.
from New York [Mr. TABER] had the folMr. McCORMACK. The Democratic
lowing to Say:
Party Is the party which put on the statAir. Chairman, it seems to me that this
ute books legislation which saved agritremendous tax should not be Imposed upon
culture.
industry in such a way that it will stop and
Mr.
CHRISTOPHER.
Absolutely.
clog recovery. I think that this Congress has
And I am proud to be a Democrat bedone almost nothing but attempt to prevent
cause that is what we did,
recovery ever since the Ist day of March 1933.
The CHAIRMAN. The time of the
I think we ought to stop these bills that are
designed by the "Brain Trust" and which can gentleman from Missouri has expired.
have no effect Upon the situation in America
Mr. JENKINS. Mr. Chairman, I yield
today except to prevent and restrain and
such time as he may require to the genkeep back business from recovery.
tleman from Michigan [Mr. MICHENER].

ments. If the House votes these amend
mnents down, then I am satisfied but I just
naturally resent these strong-arm po
litical methods., The procedure smacks
too much of the type of elections Hitler

held and Stalin holds. There ought to
ea
es
oeatraiet
hc
ea
es
oeatraiet
hc
those who do not agree with the details
of the present proposal can turn. Well,
the die has been cast, the majority has

arbitrarily used its power, and the rest
of us must take it or leave it in the form
prescribed.

The gentleman from New Jersey [Mr.
a member of the committee, will
offer asubstitute bill. Again the House is
precluded from amending the substitute
KEAN]i,

and we must either take that or leave it
as is. The only vote we can have is on
a motion to recommit, which means to
substitute the Kean bill for the House
bill. I am satisfied with neither bill and

I am in the same position, I believe, as
fteMmeso
h
brsfte
House. In these circumstances, I am

compelled to vote for or against some
thing, all of the details of which I do not
approve. A vote against the bill in the
final analysis will be construed as a vote
against including other groups and per
fectinga that which is conceded to be a
faulty social-security law. As the lesser
of two evils, I shall vote to recommit the
bill, which as a practical matter means
to support the Kean bill.
I am sure the administration has
enough votes to defeat this motion to re
commit. Then I will be called upon to

vote for or against the bill as introduced,
and about which we have been permitted

to talk for 4 days if we so desire without
opportunity of perfecting it. I voted for
the original social-security law and I
want to make that law better. I to not
want my action misconstrued. In conse
quence, after the motion to recommit is
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defeated, I slhall vote for the final passage of the bill. This will send the bill
to the Senate where hearings will be held
before the Senate committee and where
opportunity to amend will be provided,
After the Senate has operated on the bill,
It will come back to the House for further
consideration, and it is my hope the
many Imperfections will be corrected in
the Senate to the end that a sane, reasonable and effective social-security bill may
be written upon the statute books,
Our elderly people need and are entitled to greater consideration than accorded them under existing law. This
bill does not go far enough and does not
reach that class of people who, through
no fault of their own, are most entitled
to consideration,
In conclusion, may I express the hope
that the majority leadership will learn its
lesson from this experience and not force
the House Into this unusual Position so
far as legislation yet to come is concerned.
Mr. JENKINS. Mr. Chairman, I yield
20 minutes to the distinguished gentleman from Iowa [Mr. MARTIN].
Mr. MARTIN of Iowa. Mr. Chairman,
the Committee on Ways and Means has
completed a long, hard struggle In the
study of the social-security law and the
need for revision. it is my privilege
to serve on that committee. I have taken
Particular pride in the diligent work of
the committee in trying to meet issues
which are manifest in this law.
The social-security law is in need of
revision. I believe greater emphasis
should be placed on the insurance title of
this law so that the Federal Government
may lead the people to care for themselves rather than look to the Government for their support when age or adversity overtakes them. The insurance
provided in title II of the social-security
law should be made available to all groups
of people who desire such protection but
It should not be forced upon any group
of people against the prevailing views of
that group.
EXTENSION

OF COVERAGE

Thirty-five million persons are now
covered during an average week, and
H. R. 6000 will add about 11,000,000 new
persons as follows:
(a) Nonfarm self-employed, 4.500.000,
does not include physicians, lawyers,
dentists, osteopaths, veterinarians, chiropractors, optometrists, Christian Science
practitioners, and aeronautical, chemical,
civil, electrical, mechanical, metallurgical, or mining enginneers whose net
earnings from *self-employment total
$400 or more per year.
(b) State and local government employees, 3,800,000.
(c) Domestic servants who work 26
days or more per quarter, 750,000.
(d) Employees of nonprofit Institutions, 600,000.
(e) Agricultural Processing workers
off the farm, 200,000.
(f) Federal employees not covered under any retirement system, 100,000.
(g) Americans employed outside the
United States, 150.000.
(h) Employees and self-employed in
Virgin Isands, 5,000.

(i) Employees and self-employed in
Puerto Rico, 250,000.
(J) Salesmen, taxi drivers, Industrial
home workers, contract loggers, mine
lessees, and other persons technically
not employees at common law, 500,000.
Old age assistance as provided In
title I of the social-security law takes
care of needy persons who have no other
recourse. No prior contribution is required of the beneficiary . I believe firmly
that the expansion of the insurance program In title II to all groups desiring
such Insurance is a step in the right direction but the big problem always confronting Congress is to determine what
groups really want this insurance. In
my opinion, some of the groups covered
by H. R. 6000 have been included without
enough evidence proving their desire to
be covered.
ACTUARIAL V~~r

The Insurance Provided In title II
should be made actuarially sound. If
it is not manitalned on a sound actuarial
base the insurance program can rapidly
sink to the level of a political auction.
Social-security Insurance is no different than most other insurance in that the
costs in the early years are really light
because few people are qualified as beneficiaries. As the Insurance system approaches maturity, however, the costs
increase as the number of qualified beneficiaries increases. The estimated cost of
H. R. 6000 In percentage of pay roll starts
at 1.40 in 1950 and Increases to 8.01 by the
year 2000. Unless an adequate reserve is
accumulated In the early years there will
be a serious deficit at the very time the
beneficiaries are apt to need the Insurance protection most. There is now
accrued In the reserve fund approximatly $12,000,000,000 but that sum Is
$7,000,000,000 less than it should be If
the Insurance Is to be self-supporting,
H. R. 6000 liberalizes benefits to the beneficiaries already retired and I believe I
am correct in saying that the overwhelmIng opinion of the members of the Coinmittee on Ways and Means was In favor
of such increase and the increase was
established at approximately 70 percent
to match the rise In the cost of living
since 1939. Extension of the Increase to
persons already retired gives rise to an
additional $3,000,000,000 deficit in the reserve fund making the total deficit $10.000,000,000.
The combined employers and employees tax provided in H. R. 6000 is, for
the calendar year 1950, 3 percent; 195159, 4 percent; 1960-64, 5 percent; 196569, 6 percent; 1970 and following, 61/2
percent.
Notwithstanding these Increases in the tax schedule, the reserve
fund in 1990 will be about $77,000,000,000
less than required for actuarially sound
insurance. Congress some day will be
called upon to decide whether to require
future workers to make up the deficit in
addition to their own current costs or
whether to use other Government funds
to make up the deficit. The people who
must make that decision have no vote
today. I can imagine, however, what we
would think here today if we had inherited a similar deficit from social-security insurance set in motion by our
grandfathers,

INEQUMTES

First. Increment: H. R. 6000 provides
an increase in benefits equal to one-half
percent for each year the tax has been
paid. The cost of this one item has been
estimated at $1,000,000,000 per year. It
is significant that this provision extends
higher benefits to the steadily employcd
person than It does to those not regu
larly employed. In my opinion, it pro
duces a serious inequity in the law at %
very high price and no bitter way could
be found to save the Government $1,
ooo,0oo,ooo per year than to strike out
the increment factor.
Second. Highest 10 years: H. R. 6000
requires beneficiaries to average their
wages throughout their entire period of
eligibility for coverage. The minority
members of the committee urged adop
tion of a plan to enable employees to take
their highest 10-year average wage.
This provision would strengthen the
position of the irregularly employed per
son who Is most likely tq need more
liberal benefits.
Third. Total and permanent dis
ability: Much can be said in favor of
granting Insurance protection for total
and permanent disability but the cost of
such coverage can be very devastating
to the reserve fund. The cost is also very
unpredictable. Commercial insurance
companies have a wealth of Information
along this line. I agree very strongly
with the minority of the committee that
protection against total and permanent
disability should be taken out of the in
surance title and retained In title I (old
age assistance) and title X (aid to the
blind). Benefits paid under title I are
measured according to need whereas
benefits under title II have no such
limitation.
Fourth. Domestic help: H. R. 6000 will
extend insurance coverage to about 700,
000 domestic workers but the require
ment of 26 days employment per quarter
to qualify has the effect of making ap
proximately 1,300,000 domestic workers
ineligible for benefits. Any line of de
marcation that qualifies 700,000 and dis
qualifies 1,300.000 of people doing the
same class of work is bound to give rise
to a vast number of inequities and I pre
dict that this point in H. R. 6000 will
plague Congress and the Committee on
Ways and Means until it is corrected. A
tremendous number of domestic workers
in the exclusive group will find them
selves ineligible for benefits even though
they have been taxed on their wages all
the way up to 93/ years. They will find
also that they cannot get a refund of the
taxes they have paid even though it has
been entirely beyond their power to com
plete their qualification for benefits.
Fifth. Short-term self-employed: By
way of contrast let us take the case of a
wealthy man old enough to qualify for
benefits in 5 years time as a self-em
ployed person. This man can set up in
business for himself and report earnings
up to $3,600 per year for 5 years. In
that time his tax as a self-employed per
son would total $513 for the 5 Years at
the rates provided in H. R. 6000 over the
next 5 years time. At the end of- 5 years
this wealthy man can close his business
and collect $72 per month from the Gov
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ermient the rest of his life. If he is
married and his wife is 65 or over his
Government check would be $108 per
month. There Is nothing in the social
security law to disqualify him and his
wife from receiving this benefit paymnent even though they continue to collect unlimited sums of unearned income,
This wealthy person's estate will be enriched an additional $216 for his burial
expense when he dies even though he
has a vast amount of insurance payable
at his death. The contrast between the
wealthy self-employed person and the
border line domestic worker who cannot
quite make a 10-year record of 26 days
Per quarter employment can hardly be
explained away by the statement that
the insurance provided in H. R. 6000 is
social insurance.
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ments which considerably broadened the ought to extend coverage to include sev
protection of the old-age insurance sys- eral millions of additional people not now
tern. Some supplementary benefits were covered, and increase the monthly bene
provided for the eligible wife and children fits paid to the recipients. Legislation
of a retirecd worker and for the surviving which accomplishes this purpose is for
widow and children. Ten years have now ward-looking. It carries out the platform
lapsed since the last major revision of pledges of both major political parties
the Social Security Act established the and is in keeping with the needs and the
scale of monthly benefits under the old- demands of the people.
age and survivors insurance system in ef 
Mr. DOUGHTON. Mr. Chairman, I
fect today. During thatl10-year period a yield 20 minutes to the gentleman from
great deal of information and experience
Rlhode Island [Mr. FORAND].
has been built up which clearly indicates
Mr. FORAND. Mr. Chairman, the bill
the necessity for resurveying the prin(H. R. 6000) would strengthen and im
ciples and objectives of the social-sqcurity prove the existing old-age and survivors'
program as they relate to present condi- insurance and the public-assistance and
tions. I most certainly agree with the welfare programs. In addition, perma
committee when it said in its report, nent and total disability insurance would
"The Congress is faced with a vital decibe established, and Federal grants-in
aid to the States would be provided for
sion which cannot long be postponed.
CONCLUSION
Inadequacies in the old-age and survivors
a fourth category of public assistance,
I strongly favor liberalizing the benInsurance Program have resulted in the Permanently and totally disabled In
efits provided in the social-security law, trends which seriously threaten our eco- dividuals who are in need.
These benefits should be adequate to
nomic well-being. The assistance proUnder the bill contributory social In
meet the needs of aged and needy pergram, instead of being reduced to a sec- surance would be the primary method
sons as the cost of those needs increase
ondary position as was anticipated, still of providing family income when the
with inflation. The cost of liberalizing
breadwinner becomes too old to work, is
cares for a much larger number of peobenefits in the insurance title must be
ple than the insurance program. Fur- disabled, or dies. I believe that this is
met by an adequate tax schedule if we
thermore, the average payments under the proper role of contributory social In
are to be honest with our children and
assistance have, more than doubled in surance because the insurance system
our children's children. Some considamount since 1939 while benefits under enables workers to earn rights to bene
eration must be given also to the matter
insurance have scarcely risen at all, fits that are related to their own pro
of refunding tax payments to persons
There are indications that if the insurductive efforts. On the other hand, pub
who cannot qualify for benefits because
ance program is not strengthened and exlic assistance is paid only to those who
of reasons beyond their control. On the
panded, the old-age assistance program meet a prescribed needs test and there
other hand, some consideration should
may develop into a very costly and ill- fore does not reinforce the self-reliance
be given to unearned income and~acadvised system of noncontributory penand initiative of the individual. Under
cumulated wealth as a disqualification
sions, payable not only to the needy but contributory social insurance a worker
for benefits under the insurance title,
to all Individuals at or above retirement
knows that any assets he may accumu
The enactment of H. R. 6000 Into law
age who are no longer employed. Morelate during his working lifetime.will not
will set a precedent in the recognition of
over, there are increasing pressures for disqualify him and his dependents for
Inflation as a ground for liberalizing benspecial pensions for particular groups and benefits and-so he is encouraged to make
efits. An interesting question will arise
particular hazards. Without an adequate private savings in order to supplement
In event of deflation bringing the cost
and universally applicable basic social his social-insurance benefits.
of living down. The question will be
insurance system, the demands for seI want to acknowledge that social in
whether the benefit can be reduced on
curity by segments of the population
surance is the most satisfactory way of
that ground under the Insurance conthreaten to result in unbalanced, over- affording protection against the corn
tract.
lapping, and competing programs. The mon hazards of old age, disability, and
I am deeply sorry that H. R. 6000 has financing of such plans may become death in order to make it clear that I
come before Congress under a closed
chaotic, their economic effects danger- favor the extension and improvement of
rule which precludes consideration of
ous. There is apressing need to strengththe insurance system as provided in the
any menmens
srikig a th inon-en the basic system at once before it is bill. Today, however, I invite your at
aitny ieamendmtent stikeqingiat thetincon-indb
hsefre.Onete
tnio
otepulcasstnepoi
sisendicisesad therineqitethaorsfthave
underinysed bythse
forclyes.abOned the tentons
tofthe publicassane.oi
dbaeen dIscussed durin
ot
the oussae ofthesmasnicnsystemcisairly
nestbihdayds ofpatclr A thispae
obill.etfu
debat. 600 willavoe ofo the passaendofs
gremsaining
aspessdadmti
nscial-nedsfeatiulr
Att isphastemf
y
developmensitaofou
H.e fr.6000becausigeeofito
thermnouse
groupsy canhibe assessied
hand cmetoIan
social-securiaty sytmpubicasitance.Eeafr
nepleed eorlierlzng pnhs benefits
orderly
forathose
bashion.,rTheitie thas cometo i snatill of
tgrea imort-ane. Evenilty afte
petopl
resdependetuo thes
benefitseo
treaffirm sythem
basi priciple thsuatc
a
icn- enacmentofs
thurneold-age, dsbilpbity and
Ways and Means in particular still have
which workers share directly in meeting sistance would continue to be necessary
much work ahead if we are to build a
the cost of the protection afforded is the for needy persons who are not covered by
sound, equitable, and lasting social-semost satisfactory way of preventing dethe insurance program, for some persons
curity program.bi,
pendency. A contributory system in with earnings in covered employment
Sinc theKea
bil, H.R. 297,cor
which both contributions and benefits are
whhaebnualeecseoiles
Sinc theKeanH. R 629, cadirectly related to the individual's own whhaebnualeecseoiles
rects most of the inequities In H1 R. pouctive efforts, prevents insecurity
or for other reasons to earn the required
6000, I will vote first to recommit H. R:
while preserving self-reliance and initiaquarters of coverage for benefits, and for
6000 in order to get the better revision
tive. Under social Insurance, benefits are Insurance beneficiaries with exceptional
of the social-security law that is procompte Idvualineccson
needs.
vided in-the Kean bill, H. R. 6297.
thpuedbaisnofvearning
in cvre caemployIn the next decade public assistance
Mr. JENKINS. Mr. Chairman, I yield ment. Because benefits are related to must continue to play a larger role in
such time as he may desire to the gen- average earnings and hence reflect the providing social-security protection than
tleman from Washington [Mr. TOLLEF- standard of living which an Individual will be necessary thereafter. H. R. 6000
SON].
has achieved, ambition and effort are re- has been drafted with this in mind.
Mr. TOLLEF'SON. Mr. Chairman, I
warded; since they are also related to Basic social security would not only be
strongly support the extension of cover- length of service in covered work, individprovided to persons able to obtain insur
age and the Increase of benefits under ual productlvity is encouraged and the ance Protection but also for needy per
social security. The original Social Se- Nation's total production Is increased."
sons who must rely on public assistance
curity Act was passed in 1935. In 1939
I think our experience with the socialbecause of old-age, disability, or death of
the original act was revised by amiendsecurity legislation shows that we can and the wage earner.
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ASSISTANCE
AMD WELFARE
]PROVISIONS OF H. B.60

SERVICES

The provisions of the bill relating to
public assistance and welfare services
would provide (1) a revised method of
determining the Federal share of assistance costs, (2) Federal grants to the
States for aid to needy permanently and
totally disabled persons, (3) increased
medical care for recipients, (4) increased
Federal funds for child-welf are services,
(5) a revised method for' dtermIning
need in aid to the blind, (6) extension of
Federal grants-in-aid to Puerto Rico
and the Virgin Islands, and (7) certain
Improvements in administrative requirements to be met by the State agencies
operating the programs. I feel complimented because about 80 percent of the
provisions of the public-welfare bill
which I have sponsored during the past
6 years are included in H. R. 6000.
FEDERAL

SHARE OF ASSISTANCE

COSTS

Under existing law the Federal share
of assistance payments for old-age assistance and aid to the blind is threefourths of the first $20 of a State's average monthly payment plus one-half the
remainder within individual maximum
of $50. Thus a State receives $30 from

Federal funds when it spends at least

$20 from Its own funds for an old-age

assistance or aid-to-the-blind payment.

per recipient If It continued to expend
the same amount per recipient in State
and local funds; a State with an average
payment of $40 would receive an increase of $2.50 per recipient, and one with
a $45 average payment, an Increase of
$1.25 per recipient.
The bill would also provide additional
Federal funds for all States for aid to
dependent children. Under present law
the Federal share of aid-to-dependentchildren pamet
is- three-focurths Of
$12 of the average monthly payment per
child, plus one-half the remainder within Individual maximums of $27 for the
first child and $18 for each additional
child in a family. Under the bill the Fed-.
eral share would be four-fifths of the
first $15 of the average monthly payment
per recipient, plus one-half of the next
$6, plus one-third of the next $6 withIn Individual maximums of $27 for the
relative with whom the children are living, $27 for the first child, and $18 for
each additional child in a family.
Thus the formula in the bill would
modify the method of allotting funds to
the States for aid to dependent children
In two ways. First, the Federal percentage is altered and second, the mother or
other relative with

whom the dependent

children are living is classified as a recipient for Federal matching purposes.

Tebl wudmdfth macig
The effect of the proposed formula
Thebil mdif
-oul
th mtchng would be
to increase
the
formula so that the
Federal share for
Federal funds provided substantially
for all States adodaeassacadtthblnad
ol-g sitne
i otebid
n
ministering State-Federal aid to dependalso for the aid to the permanently and ent
children program. A large part of
totally disabled would be four-fifths of
the first $25 of a State's average monththe Increase in Federal funds would relypyet
lsoehl
ftenx
1,
sult from the Inclusion of the relative
aymntpls
f he ext$1,
oe-hlf
wth
homth
ivig a a
plus one-third of thely remainder
within
wt
hmtecide chldrn ae
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Indiidua
maxmumsof $0.
Uder recipient for matching purposes.
This
idvda
maiuso
this formula a State would$5.Udr
continue to provisions would correct the present
receve
romFedralfuns
30
i
it
anomalous
which disregards the
reevrmFdrlfnsi
3
of thesituation
caretaker
in aid to dependspends $20 from Its own funds for ant needs
etcfde
oe.Sneterltv
individual payment. Even though the
n
hlrnhms
caring for the children icmust hhaveeaie
food,
maximum Federal share of $30 a case
would be retained, Federal funds to all
clothing, and other essentials, amounts
Staeswold
e nceasd
s lleinresdeswl
taes
allotted to the children under present
Stte oud
Satsexico-----make some payments to Individuals
in
law must be used in part for this purpose
amount olesta
$5.Telrst
If such relative does not have any income
relative Increase in Federal funds would
or is not provided aid from some other
sorc.Ohio
go to States where the level of payments suc.Oklahoma
is low. These are, for the most part,th
The Increase In Federal funds for aid to
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dpnetcilrntaeoudrsln
Stats
ofperonsnot
wth arg nuber
Srtates wit locarge
epeden
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tat bill, oul
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der
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In the
if a State
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pamnswr
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The
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n
Stteswithhighr
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averagbe masstchable Payents ofecourste,
I believe the revised matching
wudblesta $5prrcpetblas proposed in the bill for old-age formuassistcause of the reduction in the Federal
ance, aid to the blind, and aid to dependshar
ost
whn
ofassstace
aerae
en
c~~ie
wold
e
eultbleforall
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e cide
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those States with low average payments,
receiv some andditieeonala Ftaedea foud
we must realize that these are, for the
receve
Fedral
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und
most part, the States least able to prounder the formula In the bill. A State
vide adequate public assistance pay.with
pymendofimnts.al
n
avrage
atchble
withan
aymnt
verae
o
mtchble
mets.in
$35 would receive an increase from the
I have a table which shows the esIFederal Government of $3.75 per month mated annual Increase in costs to the
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Federal Government under the matchIng formulas in the bill for old-age assist
ance, aid to the blind, and aid to depend
ent children. The table is based on De
cember 1948 data as that Is the last
month for which distribution of assist
ancepy ntbyao
tsiavlbe
freacp tayment
bye tamount is availablew
fobecStaten . Thie italis broken downm
bySaeadwhlItibsdonec

ber data it still will give you an approxi
-atlon - t~he a Hloa Federa funds
that would be made available to each
State for these three programs.
increase in annual Federal cost for publicassistance provisions under H. R. 600012
exclusive of new program of aidt to the
permanently antI totally disabled,' by
States
[Based on December 1948 case loads and payments '1
[000 omitted]
Old-age

state

assit

ance

Ad toAi

ebil:

to the
blind

diren

-

.

Total



Continental United
States ----------- $74, 912 $106, 650 $1,800 $183, 481
4,158
Arizona-------------- 39
Arkanga ----------3,100
California------------8636
Colorao ------------- 43
Connecticut---------- 280
Delaware-----------_
85
DistrictofColumis-l
73
Florida------------ 1,921
Georgia ---------:---15,312
Alabama-------------

Idaho ---------

247

Illinois -------3,553
Indiana------------- 2,407
Iowa --------------- 1,031
Kansas ------------- 1,111
Kentucky----------- 3,210
Louisiana----------- 1,029
Maine----------- --- 620
Maryland ----------- 543
Massachusetts-----1,086
Mihgan ----------- 2,307
Minnesota ----------31,416
Mississippi---------- 2,676
Missouri ------------2, 892
Montana--------- 169
Nebraska --------- 631
Nevada -------------- 3
New Hampshire
20-4
New Jersey ---------- 698
471
New York ------2,148
North CaroIna----2,93
North Dakota-----240
--------------- 2,091
------------ 605
Oregon-------------- 552

Pennsylvania-----

hod I31nd--703South
Carolina ----

3,122
34
2,096

2,008
701
2,025
4,617
1,229
731
120
432
3,722
2,013
478
5,704
1,793
1,122
1,180
3,148
4,811
742
1,318
2Z596
1,640
1,837
563
4,358
461
804
(5)

315
1,205
1,118
11,616
216
411
.2,788
4,692
693

ymn ------

2

(4)

2

7
a
79
124
4
109
78
22

22
99
12
26
18
13
33
23
100
(a)

8
12

(I)

8
16
19

58
177
3
10
16
8

10,276

(a)

810

68

South Dakota-------- 474
384
Te--------3,329
3,487
Trexas--------------10, 147
3,162
Utah--------16
2
Vem
------10629 8207
Verg'ont------9
17
Vasirgtni-----------1,01
21,312
West Virginia -3--,366
2,388
Wisconsin----------- 1,372
1,860
__________--

89
2
87
22

1

7
108
239
2
2
7
6
45
32

-6,223

742
1,212

5,276

1,272
1,017
212
810
5,722

7,489

729

9,168
4,278
2.175
2,313
6,471
6,692
1,388
1,879

3,691
7,980
3,278
3,339
7,248
838
1,447
3
627
1,919
1,608
13,822
2,2900
654
4,929
8403
1,213
13,398
1,018,01
2,074
865
8,902
13,1,38
2
492
47
2,409
3,799
3,264
4

----

Old-age assistance, aid to the blind, and aid to the
permanently and totally disabled: Federal funds shall
eqa
of the first 825 per recipient plus 4f the next
$0 pls ½ the remainder within
from Fed.
eral, State, and loce]funds of $50ona maximum
Individual assistance
pamnts.
Ai t dependent children: Federal funds §hali equal
of the first 815 per recipient (including 1adult in each
family) plus %the next $8,plus to the remainder within
maximums on individual assistance payments of $27
for the adult plus $27 for the first child plus $18 for each
additional child in the family.
I Since this is a new program, estimates by States are
niot shown. The estimated annual cost for
the entire
country isestimated at about $86,000,000.
aIOld-age assistance, aid to dependent children, and
aidto he blind: Assuming that State-- will continue to
spend from State and local funds each month as much
a11thy spent from these funde in December 1948 and that
Federal funds above
amount per recipient
December 1948 will be used the
to incrrase payments to
rec~ipint$s00

sNo approved plan.
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FOR NEzDY PERMANENTLY AND TOTALLY
DISABLED PERSONS

The bill would Provide grants-In-aid
to the States for a fourth category of
State-Federal public assistance for permanently and totally disabled individuals who are in need. As you know, the
bill also would establish a permanent
and total disability insurance. Thus
similar protection would be afforded
against the hazard of permanent and
total disability as is now provided against
the hazards of old age and death.
Through the enactment of these two
programs, the injustice now suffered by
a Person who is unfortunate enough to
be permanently and totally disabled before age 65 would be eliminated. His
right to insurance benefits or to the as.sistance payments would not depend
upon the date on his birth certificate but
rather on whether he is permanently
and totally disabled and has the necessary quarters of coverage for insurance
benefits, or meets the need requirements
n
Therasidstoathe.neyprannl
cathegorey perovidedt Indth
Tot allisald
thcSatesor trovddItestb
bitll, wudienabled
blsh progreamslfo this groups to needyb
lihpersonsrcmpafral tohose establishnedy
blindnmste
gedand
sc
arbet
theonedy
feror
Staesthe needyagdisandblend.arIn genwithouten
erat elie, wh iheddisfianed
Feeral aeid, Alhoughisom Statneswithou
Alarghfnania roeSturces areh
Fdrelativel
rg
financidqate genrer alrele
reabvle to
Steqates aendeloaliteies
programsimanye
progamsman
Staes ad lcaliies
have such meager funds available for
this purpose that needy persons sometimes do not get the barest necessities,
By establishing a fourth category of assistance, not only would the standards

of assistance be raised for permanently

and totally disabled persons who are in
need, but States and localities would have
a smaller financial burden for general
relief. This should result in more adequate assistance for people dependent on
general relief in those States and localities that are now unable to provide reasonable general relief standards. In December 1948, about 200,000 recipients of
general relief had disabilities that classified them as permanently and totally
disabled. Under the bill, the Federal
Government would share in the cost of
assistance to these persons on the same
matching basis as for old-age assistance
and aid to the blind,
The annual cost to the Federal Govermient for aid to the permanently and
totally disabled is estimated to be $66,000,000. This figure may be exceeded
in the next 4 or 5 years, but in the
long run the costs will decrease because
the companion insurance program will
provide benefits for the great majority
of workers who become permanently and
totally disabled. This fact shows the
soundness of the joint insurance and assistance approach of the bill. General
revenues will finance the assistance program for needy permanently and totally disabled persons who have not had
the opportunity to become eligible for
insurance benefits, while the contributions of workers and their employers will
finance the Cost Of the insurance system,
The minority members of the Coinmittee on Ways and Means, in their sup-

plementary views in the report accompanying the bill, advocate that public
assistance be the only program available
for permanently and totally disabled
Individuals. This approach is shortsighted. Instead of permitting the
workers of America to earn disability
Insurance protection over their working
lifetime and thereby provide a sound
method of financing the costs, the miniority view would let the total financial
burden be borne from the general revenlues. By establishing both insurance
and assistance programs, as is provided
In the bill, the contributions of the
workers and their employers would
finance the major costs. Insured workers, as well as needy persons not eligible
for Insurance benefits, would be aided in
meeting the expenses arising from permanent and total disabilities,

some Institutions to provide adequate
safeguards for the health and safety of
aged residents have come to the atten
tion of all. This provision in the bill
permits each State to establish its own
standards and make its own inspections
of Institutions. Nevertheless, it shows
that the Congress is Interested not only
In making assistance payments avail
able to needy eligible individuals, but is
also interested in assuring the mainte
nance of reasonable health and safety
standards for recipients in institutions
through State responsibility.
CHILD WELFARE SERVICES

The bill would increase the authori
zation for grants to the States for
child-welfare services from $3,500,000 to
$7,000,000 for the purpose of assisting
them in establishing, extending, and
strengthening these services in rural
areas and areas of special need. No
MEDICAL CARE FOR RECIPIENTS
The inflexibility of provisions In the change is made in the substantive pro
visions of the Social Security Act relatSocial Security Act governing Federal
financial participation in assistance pay- Ing to child-welf are services except that
the States are specifically authorized to
ments has limited the States in aiding
use Federal funds for paying the cost of
recipients to obtain medical care. The
Federal Government does not share in returning runaway children to their
the cost of payments made directly to own communities in another State.
The committee was of the opinion that
medical practitioners or hospitals furnishing medical care to recipients of but for this one exception the basic pro
visions of the act relating to child-wel
State-Federal public assistance. Neither
can Federal funds be used to defray the fare services are suffciently broad to
permit the Childrens Bureau to continue
expenses of needy persons residing In
public institutions, even if they reside to cooperate with the States and to de
velop the excellent programs that have
therein for the purpose of receiving
been established in the States. With
medical care,
the increased funds that would be
Under the bill, both restrictions would
authorized by the bill all States could
be eliminated. The Federal Government
n mrv evcsfrtepo
etn
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texteond and improe servieess fodtepro-nt
woulde shalire in pamentsamade diretlyn
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the States to disregard income
chlrnfmlpermit
Although these maximums are low, earned by a claimant of aid up to $50
many recipients receive lesser amounts, per month. At present all income and
resources of claimants of aid to the blind
and in those instances the Federal Govmust be taken into consideration in de
ermient would share in the cost of meditermnining eligibility for or the amount
cal care regardless of the method of payment. Perhaps the most important of assistance. If a blind persion is re
benefit to result from this change would sourceful enough -to learn a craft that
may bring him $15 or $20 a month, the
be that States could insure medical needs
net earnings from his work are deducted
of recipients with such organizations as
from his monthly assistance payment.
the Blue Cross and the Federal GovernIn some instances this action deters a
ment would share in the cost.
Recipients of old-age assistance, aid blind person from entering into a reha
to the blind, and aid to the permanently bilitation plan that is charted for him
because he can see no immediate bene
and totally disabled would be permitted
fit to him for his efforts.
to reside in public medical institutions
The Present restriction 1s especially
other than those for tuberculosis or
harmful to the well being of the needy
mental disease, and the Federal Government would share in the costs. Under blind in States that are not providing
present law, needy aged and blint indi- even a reasonable subsistence level of
assistance payments. It may come as a
viduals are eligible for aid if they reside
surprise to some when I say that there
in private institutions. This change
would permit an individual to choose are five States that now provide less
than $26 per month on the average for
the facility within his financial reach
their needy blind. Surely no one will
that is best equipped to provide the care
contend that an average of less, than
he needs.
$26 a month is a reasonable level of
Ioretoptctrecipients of StateFederal assistance residing In public or assistance. Yet even when because of
private institutions, the States would be lack of funds the standards of the State
agency administering the program are
required to establish and maintain
standards for such institutions. The below the level necessary to maintain
tragic consequences of the failure of decency and health, the net earnings of.
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a blind recipient must be deducted from
his Inadequate assistance payment.
I am happy to report that under the
bill such a cruel and unjust result could
be avoided. The States would be authorized to permit the needy blind to earn
additional funds to supplement their
meager assistance payments and thus
stimulate their natural desire to become
self-supporting citizens.
The liberalization of the aid-to-theblind provisions of the act and the revised matching formula contained in the
bill, which I mentioned earlier, will make
life Just a little easier and happier for
those unfortunate enough to be both
afflicted with blindness and in need.
YEDERhTL
GRANTS-IN-AID TO PUERTO RICO AND TN3
VIRGIN ISLANDS

The bill would extend both the insurance and public-assistance programs
to Puerto Rico and the Virgin Islands.
Through the insurance system the residents of these possessions of the United
States would earn future protection
against the economic hazards of old age,
Permanent and total disability, and
death. The companion program of public assistance would fill an immediate
need. At present Puerto Rico and the
Virgin Islands, because of their limited
resources, are unable to raise sufficient
revenues to care for all eligible for
assistance. Needy persons are subjected
to long delays before assistance Is
granted.
The provisions in the bill to extend the
public-assistance categories to these
islands would make it possible for their
governments to eliminate their waiting
lists and to raise their standards of
assistance to more reasonable levels,
The Committee on Ways and Means,
after reviewing the facts that were
presented at the hearings on social
security and in the subsequent executive sessions, was convinced that there
is urgent need to extend immediately
the public assistance categories to
Puerto Rico and the Virgin Islands.
Accordingly the bill provides for such
extension but not on the same basis as Is
provided for the States. For old-age
assistance, aid to the blind, and aid to
the permanently and totally disabled,
the maximum limiting Federal participation in an Individual monthly payment Is
$30 and for aid to dependent children
$18 for the first child and $12 for each
additional child In a family. These are
the maximums established in the original Social Security Act in 1935. The
Federal share would be one-half of the
assistance costs within these maximums,
By limiting Federal participation In
the public assistance programs in Puerto
Rico. and the Virgin Islands below what
is provided for the States, of course, will
reduce the Federal costs. It is estimated
that the annual cost to the Federal Goveminent will be $3,000,000 for Puerto
Rico and about $75,000 for -the Virgin
Islands. More important, however, Is
that under this limited approach to the
problem of granting inimedlate aid to
these possessions, the Congress is assured
It is not furnishing finanoial aid that
would result in too liberal assistance
standards. Perhaps the Federal share
of the costs of the Public assistance pro-

grams in Puerto Rico and the Virgin
Islands should be greater, but I believe
no change in the provisions In the bill
should be made unless the need for
change is established after a. further
study and review of the social and economic conditions of the Islands Is conducted.
IXP4ovnMZNTS IN ADMINISTRATIVE

WURdN8of
The public assistance programs In
w~hteFdrlGvrmn hr
the cotshaeFeeadminisernedno shupeise in
bythe stsates adiithredSoia suervityAc
providStaes.mniu rheuoirlemen forth
its
operatioemnofuth progurams ntbytheStes
o
TherSate-n ftedea partnerasbhip foraiding
needy persons established In 1935 has
functioned well. H. R. 6000 contains no
provision to alter the basic relationship
between the States and Federal Government. The changes that would be made
in the Federal requirements by the bill
are designed to improve administrative
practices In the State with the view of
affording more equitable treatment to
the needy on the State-Federal assistance rolls.
One change In the Federal statutory,
requirements that I would lie to comment on, because I think it Is important,
relates to providing assistance to all
needy persons who are eligible for StateFederal assistance. In some States and
localities, when funds are Insufficient to
provide for all eligible persons, applicants
for aid are not granted assistance until
persons already on the rolls die or cease
to receive assistance for other reasons,
Under the bill this discriminatory practice would be prohibited and the available
funds would have to be divided among all
eligible persons.
To strengthen this change in the Federal requirements the bill would amend
the fair hearing provisions which now
specifically provides for a review by the
State agency when a claim for StateFederal assistance is denied. Under the
proposed revision a fair hearing would
have to be provided to applicants whose
claims for assistance are not acted upon
in a reasonable time as well as to those
who are denied assistance.
Another change In Federal requiremaents that I want to take time to mention concerns the training of personnel,
The Importance of having competent
staff administering public assistance Is
sometimes overlooked. Only if the employees of the public assistance agencies
know their jobs and have the necessary
skill to perform them properly can we
expect the millions of people on the assistance rolls to receive courteous and
fair treatment and the public, proper
expenditures of funds.
It is a pleasure for me to acknowledge
that most State agencies administering
public assistance already have established training programs for their staff
members. The provisions In the bill requiring that a State public assistance
plan must provide for a training program
for the personnel necessary to the administration of the plan would not alter
present practices In these States. rach
State would be left free to determine for
Itself the methods of training best sulte4
to Its needs. State agencies that do not
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have training programs, however, would
be required to establish them in whatever
form they deem will be most helpful In
attaining more efficient administration of
public assistance.
I shall not take the time to discuss the
other changes In administrative require
menits contained in the bill. They are dis
cussed In the committee report, a copy
which was provided for each Mem
ber of the House. A careful reading of
this report will show the care and
thought with which the Committee on
Ways and Means has proceeded in framIng H. R. 6000.
I believe this is sound legislation.
While the major emphasis Is rightfully
on social Insurance so the workers of
America will be able to earn social-secu
rity protection during their working
years, the aged, the blind, the perma
nently disabled, and the dependent chil
dren who are In need are not forgotten.
The public assistance provisions on the
bill would assist four and one-half mil
lion needy people to obtain the necessi
ties of life.
Mr. Chairman, I yield back the balance
of my time.
Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gen
tleman from Michigan [Mr. DoNDERO].
Mr. DONDERO. Mr. Chairman, I in
tend to vote for H. R. 6000, a bill to
expand the social-security system, in
cluding old-age assistance and other
provisions.
Under the rule by which this bill is
before the House, commonly called a gag
rule or closed rule, no amendments are
allowed. One must vote for the entire
bill as reported to the House by the Coin
mittee on Ways and Means and accept
all of Its provisions or vote against the
bill and reject all of its provisions.
I am In favor of many of the provisions
of this bill such as old-age assistance
and child welfare. On the other hand,
I am opposed to other sections of the bill
such as the Provisions which discrimi
nate against older workers and those who
are employed Irregularly.
I am opposed to the Federal Govern
ment launching on a program of a vast
and costly disability insurance plan for
50,000,000 people, without first testing
the effectiveness of a less costly grantsIn-aid program. I am also opposed to
the surrender to the Treasury Depart
ment and the Social Security Adminis
tration of the power of Congress to de
termine pay-roll taxes through regula
tions as to who is an employee and who
Is self-employed.
I am opposed to establishing a social
security trust fund at least one-third
larger than seems to be necessary. I azij
also opposed to extending social security
to the Virgin Islands and Puerto Rico,
which should have their own programs
based upon their'lower wage and living
cost levels.
I am opposed to providing funeral ben
eflts for 78,000.000 people who have al
ready made such-provisions through lifeInsurance policies.
The Kean substitute bill seems to pro
vide a saner and more reasonable ex
pansion of the social security program
and I Intend to vote for It when the mo
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tion comes before the House to recoinmnit. If that fails, then I intend to
vote for H. R. 6000.
Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gentleManl from Wisconsin [Mr. HULL].*
Mr. HULL. Mr. Chairman, it is to be
regretted that action of such.Importance
as the consideration of the expansion of
the social security program should be
Postponed until it can be brought up only
In the closing hours of the session. It
now comes before the House under a
closed rule, which prevents amendment
and forces the whole subject of debate
to the measure which the Committee
on Ways and Means has determined
upon. It is not fair that such discrimination shall be applied to a matter of
legislation in which not only the welfare
of the Nation is concerned, but one In
which a large percent of our population
Is vitally interested. It might well have
been brought up and acted upon before
the billions of dollars of additional funds
were authorized to be spent upon the
people of many foreign lands, most of
whom are far more remote from our direct responsibilities than the aged people
of our own Nation,
However, even at this late hour in the
session, at least greater justice should be
dealt out to those in our respective districts who for years have pressed upon
Congress the necessity of a national law
to protect those who have made their
own big contribution to the upbuilding of
our land. That contribution by years of
labor and honest endeavor on the part
of millions involved has made possible
the wealth and prosperity which now is
being flooded upon other lands,
In the 14 years since Congress passed
the first social security law, the program
has been before the public, and millions
of people have evidenced their interest,
One explanation of the hurried action
of the present is that various branches
of our great industries are endangered
by threats of strikes by many thousands
of workers demanding old-age security.
The larger part of those now under social
security long have protested its insufficiency without avail. Even during the
war days when the high cost of living
had reached its peak, those provided for
in part from the Federal Treasury, and
the suffering and discomforts among
those who endeavored to exist upon the
meager allowance, failed to obtain
proper results. The program has been
expanded only poorly and insufficiently,
States and counties so heavily drawn
upon by rising costs and expenditures
have found it impossible to cover their
portions of assistance to meet the Federal aid.
The present bill Is one of only partial
subsistence allowances. It does increase
the rougt
umbe whuner
canbe
the law. It does increase the allowances,
though only in part. A slight addition
has been made for Federal aid for assistance to the aged, the blind, and the minor
dependent children. It covers also those
totally disabled to a limited degree. It
has soni-e other features which scantily
Improve the situation as to many. In a
general way, it helps a bit. But it will
not avoid a further demand for justice
for the Nation's unfortunate. Nor is it

likely to avoid any strikes by those now
demanding special old-age security from
the proceeds of industry,
In the past 15 years, thousands of
Townsend clubs have been organized in
all the States. Townsend bills have been
among the many pension measures introduced at every congressional session.
Petitions signed by millions have poured
in upon the Members asking for its
consideration. At every recent session,
Members of the House have laid upon the
Clerk's desk official petitions to discharge the Ways and Means Committee
from further consideration of the Townsend bills. At some sessions those official
petitions have lacked only a few signatures to bring the measures to the floor
for consideration. All such endeavors
have availed nothing,
The adoption of the closed rule under
which present consideration is given, no
amendments become possible. It is a
case of take or leave it. Even those of
us who always have opposed gag rules
were constrained to give our support to
the action of the Rules Committee in
bringing in such a rule. Without its
adoption there could be no hope of any
action in expanding the program at this
session.
In the press comes notice that even
the committee bill will not be brought
up in the other branch of the National
Legislature at this session. It will fol-.
low many other good measures to the
pigeonholes of a committee until the
January session. Again the rightful
claims of those advocating better legislation for the aged, the blind, the totally
disabled, and dependent children are to
fail of consideration because of the legislative jam.
Were there not ample reasons for such
claims and demands, .the bill before us
never would have come from the committee which framed it. The bill itself is an
acknowledgment of its necessity. The
closed rule barring amendments is further acknowledgment of its Insufficiency.
The delay in bringing the matter before
the House until just before adjournment,
when the other body will fail to act,
proves again, as it has in the past, that
the cause is just, that proper legislation
is needed, and all hesitancy and evasion
will serve only to strengthen the Claims
and demands for a national law big
enough and broad enough to meet the
conditions on which they are based,
Because the bill is an improvement
over what we have, I shall vote for it
under a sense of compulsion, just as I
voted for the rule. It is this measure
or nothing. I f avor proper action, which
surely will come.
Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gentleman from New Jersey [Mr. AuciINLOSS1.
Mr. AUCHINCLOSS. Mr. Chairman,
In thinking back over the 7 years of
service which I have enjoyed as a Member of the House of Representatives I
can remember many important problems
and measures which were voted on in the
interest of the country, but I cannot recall any more important problem than
the great question of social security. I
am not one of those who thinks that the
enactment of an expanded social secu-
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rity program is a step toward a welfare
state, but I believe that It is rather a
step toward a better America and that
It carries out the principles of our Dec
laration of Independence and the Ideals
of our Constitution. I am fearful, how
ever, of many measures which have been
Introduced by the majority party, and I
do not like the general trend of legisla
tion which conc~entrates more and more
the authority of the Federal Government
in encroaching on the sovereignty of our
separate States. We must guard against
paternalism in government and there Is
no doubt In my mind that if we are to
maintain the integrity of our credit, the
cost of government must be materially
reduced and such savings passed on to
the relief of our heavily burdened tax
payers through a reduction In taxes.
One of the first considerations of Con
gress in the near future should be the
immediate elimination of the nuisance
excise taxes which are now exacted from
people generally.
In the consideration of legislation
every right and courtesy toward the mi.
nority must be safeguarded or our legis
lative system will become a travesty of
justice and sound thinking. Indeed, it
Is in the interests of the country that the
minority have every opportunity to ex
press their views and arguments for or
against any legislation. This is particu
larly true when such important legisla
tion as social security is to be considered,
but I regret to have to say that it is my
opinion that the Democratic Party,
which is now in the majority, has given
little consideration to the courtesy and
rights entitled to by the Republicans,
who are the minority party, in the con
sideration of this legislation. The rule
which was reported out and adopted by
a more or less strictly party vote, al
though It was heartening to note that
some members of the majority did not
approve of it, is what Is known as a closed
rule. A closed rule does not permit the
introduction of any amendments to the
legislation unless these amendments are
submitted by the committee itself, and
In that way the matters in disagreement
cannot be considered by the full House.
The Democratic members of the Ways
and Means Committee wrote this bill and
voted it out and the Democratic mem
bers of the Rules Committee adopted the
closed rule under which this bill is being
considered. It matters little to me what
the Precedents are or whether Repub
licans or Democrats in the past have
been guilty in this respect; the fact re
mains that it is not right nor in accord
ance with the principles of our repub
lcnfr
fgvrmn
htaggrl
bicandformdofngovernmentdthatio af gasule
fsc
osdrto
beaotdi.h
important legislation. I do not mean to
mpiy that I would be in favor of a rule
which would give every Member of Con
gress an opportunity to suggest an
amendment. If that were so, it would
take a long time for the adoption of any
legislation and it would be a peculiar
hodgepodge at the end, but I do think
that a rule should have been granted
which would have permitted the consid
eration of a few amendments to this
legislation which had been debated in the
committee and which were lost in the
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committee by only one or two votes,
Thelit close vote was evidence of an honest
difference of opinion and sounder legislation would result if the membership of
the Hajuse were given an opporunity to
consider these suggestions. It is for
these reasons that I voted against the
adoption of the rule, wanting a greater
freedom of debate, and believing that it
would be for the benefit of everyone concerned.
Any amendment to the Social Security
Act as comprehensive as the provisions
of this bill, is necessarily complicated. I
would point out that the bill itself is 201
Pages in length and the report accompanying the bill covers 207 pages of fine
print, so anyone who wants to study this
matter must take considerable time and
have the benefit of expert advice. On
the whole I think the bill reported by the
committee, H. R. 6000, is a good bill, but
I do think it could have been made a
better bill in same respects and I would
like to address a few remarks on one or
two of the changes which I think would
strengthen it. I am very much impressed with the arguments that the benefits payments should be based on the
highest 10 consecutive years of earnings
rather than on an average monthly wage
determined by the entixtc working time
of the individual. This would provide
more adequate protection to many people owing to part-time employment, and
periods of no employment whatever, because we must remember that this will
only apply to those whose average wages
are less than $3,600 a year. Such a policy has the support of the labor unions
and was strongly endorsed by social security experts who were presumably unbiased and I would be glad to have had
the opportunity to vote for such an
amendment. I think that people such
as teachers, firemen, and policemen who
are already covered under their own retirement and pension systems should be
thoroughly protected, and their present
rights which they have enjoyed for many
I
years should not be jeopardized.
would prefer that such people were excluded from the provisions of the act
but I am denied the right to vote for such
an amendment under the gag rule.
This bill goes into the costly field of disability insurance and it would seem that
it would be wiser to mfeet this problem
through the Federal grants-in-aid program and I would have welcomed the opportunity to amend H. R. 6000 so that
total and permanent disability payments
should be confined to the public as~sistance program. There are other amendments which I believe would have not
only increased the effectiveness of social
security, but which would have materially reduced the public cost thereof. All
these amendments which I favored were
contained in a bill introduced by Congressman KEAN, of New Jersey, H. R.
6297, and I propose to support a motion
to recommit H. R. 6000 with instructions
that the committee report out H. R. 6297
for the consideration of the House. If
this motion is not carried, however, I
will support the bill in the hope that
when it is considered In the Senate many
improvements may be made in it. I do
net like gag rule and I thoroughly believe
it was' not necessary in this instance but

under the Democratic majority In the
House we have to leave the task of perfecting this measure to the Senate, although I feel that the House is fully capable of doing it itself,
Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gentleman from Iowa [Mr. CuNNINGHAM].
Mr. CUNNINGHAM. Mr. Chairman, I
favor the passage of this bill because It Is
an improvement over the present law.
It is now 14 years since social security
was established. Up to the present it
has been very unsatisfactory for many
of our people. We should either repeal
the law or make it worth while. Obviously, we cannot repeal it. Both the Republican and Democratic Parties have
pledged themselves to extend and enlarge it. The bill before us Is an Improvement. It is necessary to liberalize
benefits to help meet the increase in the
cost of living,
I regret the bill came to us under a
closed rule. The Members should have
an opportunity to improve it with
amendments. Professional people, such
as lawyers, doctors, and engineers, should
be Included. It should be enlarged for
the aged and infirm and those in lowIncome brackets. I hope the motion to
recommit, which I understand is to be
offered, will correct many of the deficiencies in the bill before us, known as
H. R. 6000.
Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gentleman from New York [Mr. GwINN].
THI SOCIAL SECUUrTIr f.LUSION

Mr. GWINN. Mr. Chairman, the administration has ordered that Congress
vote yes or no on its omnibus social security bill, without amendments. Congress must take -it or leave it. Amendments are forbidden, so discussion is useless. Under such a gag rule, the vote
should be a thundering no.
A reading of the bill shows that it is
no social security bill except in its name,
It will take in 11,000,000 additional taxpayers, to provide the administration with
more spending money. The workers are
paid in promises.
About 35,000,000 workers in this country have been paying social security taxes
for as much as 13 Years. How much
money do they have saved up for the next
depression or for the time when the numiber of aged begins to rise very greatly?
We all know the answer. The answer,
gentlemen, Is "Not a thin dime."
There isn't a penny of real reserves
anywhere In all the elaborate machinery
we call the social Insurance trust funds.
You know that all the money paid in by
employers from their own funds, and
from their workers' pay envelopes (except
what Is paid out currently) goes to the
Federal 'Treasury. That is now about
$23,000,000,0000. You know that every
dollar of this has been spent by the Govermient In addition to the regular taxes
It has collected.
Not a penny of hard money Is ever
put Into any real insurance reserves. The
workers today are paying rates that bring
in about $2,000,000,000 a year above current outgo. But those $2,000,000,000 are
not put aside for them. They are spent
as fast as they come In.
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The elaborate Rube Goldberg machin
ery of Federal social security is designed
to hide the fact that when the Govern
pmeat spends this money it doesn't put
anything in its place.
Technically the administration issues
new United States bonds and puts them
Into the reserve funds. But what are
these United States bonds? They are
evidences of debt and not of savings.
They are I 0 U's for which nothing was
produced. No wealth was created to
earn money for the workers. The Gov
ernment used the money of the workers
to buy eggs or potatoes that spoil, or for
other subsidies, or for war.
The Government does not produice
anything out of which the workers' pen
sions can be paid. If they are paid at
all, the Government will force a new
generation, with doubtful capacity, to
pay the amounts due. The Government
can promise to lay taxes on an unborn
generation, but that unborn generation
may refuse to pay them. Future Con
gresses may not be willing to act. Gov
ernments are likely to be unmoral toward
old debts that added not a dime of new
wealth to the present taxpayers.
That the administration needs this
money if it is to go on spending and
spending, hoping to buy more and more
votes, is bad enough. To commit decep
tion and fraud upon the workers is
damnable.
Now we see why the administration
wants to "extend the benefits" of its
social security to 11,000,090 more peo
ple in the last hours of this session.
They have just that many more people
to rob of their wages in addition to the
withholding tax, the excise taxes, and
the rest. The benefits to the workers are
mere promises of future performance.
The present annual take from the work
ers is more than $2,000,000,000 spot
cash, for our own variety of Socialist
This is a
government experiments.
clever device by which the administration
gets more revenue without the public
protest that would be raised at once
against a proposed revenue bill, that
raised taxes another two billions.
Let us call the sponsors of the bill to
witness. On Page 35 of the report of
the House committee, we find that bene
fits Paid out under the new bill In 1950
will be $1,300,000,000 but collections will
be $3,300,000,000. That still leaves two
billions for the Government to spend.
The "trust fund" will double in 5 years.
It Will be $35,000,000,000 in 10 Years-for
ny twl ec
odaeaddsblt
itota
ofn$91,00,000,00 inac
thaeIncredisble
40 nrdbettlof$1000000i
woknyerhntda'yug
workers are ready to retire.
But what are these $90,000,000,000?
They are only money the Government
has spent. There are no reserves, no
earnings, on which the workers can draw.
There Is but the possibility that future
taxpayers will make good the embezzle
mlent.
We are giving the administration the
power to tax 11,000,000 farmers, domestic
servants, writers and workers in non.
profit agencies, and to collect and spend
$80,000,000,000 of their earnings without
calling it a tax.

1949

CONGRESSIONAL RECORD-HOUSE

It would be hard to think of any good
reason why a New Deal spending government should want anything better than
this. Republicans or Democrats, why
should we impose such a hidden tax on
the employed people. Why take away
all the responsibility f or managing their
own savings and hide from them what Is
being done with their money by a Government they still trust though with Increasing sUspicion?
When the aging of the 46,000,000
workers who are paying into the system
requires that their pensions be paid,
they will all have to be taxed again to
Pay themselves. Thus they will pay for
their old-age security twice. First from
their wages, and then from their taxes
to pay the I 0 U's the Government dropped in the till for them.
When business depression comes, we
know that wages and taxes will go down,
and the numbers of sick people and the
retired will go up. Then it Is that reserves are absolutely necessary. But
there are none. Where will we look for
new taxes then?
Ladies and gentlemen of the committee, the day will come when you will
bitterly regret having given this Socialist administration the chance to
plunder the American workers savings.
Mr. JENKINS. Mr. Chairman, I yield
5 minutes to the gentleman from Iowa
[Mr. LECOMPTE].
Mr. LECOMPTE. Mr. Chairman, the
debate and the discussion so far on this
bill has been splendid, and I think those
of us who have listened to the debate,
not being members of the committee,
have obtained a pretty fair grasp of the
legislation proposed in H. R. 6000, a bill
of 201 pages.
I am very deeply disappointed that we
must consider a bill of such major importance under a closed rule. I think by
the adoption of a closed rule we are not
adding to the prestige of the House
throughout the United States. I think
very sincerely that the people of the
country expect the House of Representatives to consider legislation of a
major character under an open rule, and
permit a majority to work its will and
perfect the legislation that is to be
adopted. I believe we are injuring the
prestige of the House of Representatives
by proceeding under a closed rule. The
mere fact that the House has had closed
rules time and time again, and that this
has been the custom of both parties, does
not change the situation in the slightest
degree. However, this is where we are
now. Before the day is over we are going
to vote either for or against this bill,
without having an opportunity to offer
any amendment or submit such amendment to the majority of this House, with
the hope and purpose of improving the
bill.
The great Ways and Means Committee
is composed of 25 of our best and ablest
legislators. Perhaps no better statemenlt has been madeJtoday than is to be
found in the remarks of my colleague
the gentleman from Iowa [Mr. MARTIN].
I hope sincerely that the'other body will
consider this legislation without any restricting rule, and that some of the defects brought out in debate will be
corrected.

I asked for this time so that I might
submit to some of the members of the
Ways and Means Committee a question
that has been In my mind for some time.
This situation occurs under existing law.
In my State, and I presume in most of
the other States, a small-business man
goes through life, and at the end of his
career has seldom saved a dollar. A
large majority of small-time businessmen fail at least once, and many twice.
Yet since 1935 the small-business man
has been deducting a pay-roll tax equal
to 1percent of the wages of all of his help,
and has been matching that pay-roll tax
out of his own pocket. Up to the present
time he has not been able to come under
social security. What will be the situation under this bill, if I may submit that
question to some member of the committee?
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. LECOMPTE. I am glad to yield to
my good friend from Arkansas, a memher of the committee who came to Congress the same year I did.
Mr. MILLS. Under the bill, that Individual, who is self -employed and operates
his own business, would be compulsorily
covered under title II of social security.
He would pay one and one-half times the
tax levied against the employee,
Mr. LECOMPTE. One and one-half
times the tax levied for his employee?
Mr. MILLS. Yes, sir.
Mr. LECOMPTE. But what are you
going to do In this bill about the amount
of money that the small-town grocer-I
have never known one who had a dollar
whcn he got through-has been payIng since 1935? Is he going to get any
credit for that?
Mr. MILLS. The amount of the tax
that the individual has been paying has
been for the benefit of low-wage earners
which included the people who worked
for him. None of the money he has paid
in heretofore has been for his own
benefit.
Mr. LECOMPTE. You are not doing
anything for the small-business man who
has carried this load in the past.
Mr. MILLS. Nothing more than offering him the opportunity of coming
in for the future.
Mr. LECOMPTE. I grant that, but
there is nothing in this bill of a retroactive nature to give him any credit for
the amount that he has paid in the past
since the adoption of the social-security
legislation In 1935.
Mr. MILLS. The gentleman is correct; and I might say that the bill Introduced by the gentleman from New Jersey
[Mr. KEAN] is in accord with the committee bill in that regard.
Mr. LECOMPTE. The Kean bill may
be defective, too, but is this House, representing the entire United States, going
to say that we are not doing anything
for the small-business man?
Mr. MILLS. The gentleman misunderstands, I think, if I may have a moment of his time.
Mr. LECOMPTE. Certainly; I would
like this matter cleared up.
The CHAIRMAN. The time of the
gentleman from Iowa has expired.
'Mr. JENKINS. Mr. Chairman, I yield
the gentleman one additional minute,
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but may I suggest in addition to the
answer of the gentleman from Arkan
sas that all the small-business man has
to d6 in the future to be entitled to came
in is show an earning on his part of
$400 a year.
Mr. MILLS. The gentleman from
Iowa, as I understood him, was con
cerned because neither the committee
bill nor the Kean substitute permitted
the self-employed to get credit retro
actively for the tax paid for the benefit
of his employees heretofore.
Mr. LECOMPTE. It would seem to me
that the small-business man has been
hurt all the time by social security, and
has not been benefited in any way. You
are offering him benefits for the future,
but perhaps he is 55 or 56 years old and
will have to retire in a few years, will
not be able to build up any benefits ex
cept for the 3 or 4 years. He gets no
credit for all the money he has matched
in years past.
Mr. MILLS. He will not get any credit
for the amount of money he has paid
in the past for his own employees, but
to be eligible at age 65 the self-employed
man must have been in the system only
5 years.
Mr. LECOMPTE. But he would get
no credit for the sums he has matched
on his pay roll throughout the past
years.
Mr. MILLS. He would not himself
receive wage credits retroactively.
Mr. LECOMPTE. I think the bill aims
at enlarging and improving social secu
rity, but I believe it is defective in many
respects and I regret that a gag rule was
put through which prevented the sub
mission of helpful amendments.
The CHAIRMAN. The time of the
gentleman from Iowa has expired.
Mr. JENKINS. Mr. Chairman, I Yield
such time as he may desire to the gen
tlenian from New Jersey [Mr. WOLVER
TON].

Mr. WOLVERTON. Mr. Chairman, I
am gratified to finally have the opportu
nity of voting for a bill to improve our
social-security law. For years it has been
evident to me that the act should be imProved, particularly by extending its coy
erage and increasing the amount to be
paid to those entitled to benefits under
the act.
However, I am disappointed that the
amendments do not go further than they
do. It 1s true that the number of persons
to come within the provisions has been
increased by approximately 11,000,000,
While this is gratifying as far as it goes,
Yet, in my opinion, it should have gone
further.
The fear of insecurity in old age is one
that is ever present in the life of most
persons. To remove that fear will add
years and happiness to the life of every
one as they grow older. Time and again,
innumerable times, I receive letters of
the most Pathetic character from old
people fearful of what the future holds
in store for them, These old people do
not want to be a burden to the members
of their families, They do not want to
be dependent. They want to be indePendent. Those that are able are willing
to work, but In this f ast-moving industri-.
al life of today, the demand.Is for younger
men, Thus, the old and aged are placed
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upon the shelf, and, therefore, the need
by appropriate laws to enable the aged
to live a self-respecting old age. I am
now, and always have been, strongW3 in
favor of all legislation to Provide security
In old age,
As I have previously said, I am gratifled that additional persons to the num.
ber of 11,000,000 are brought within the
terms of the act by the amendments proposed. There are other classes of our
citizenship that should likewise have
been brought within the act. It Is disappointing that they are not. However, I
lokoorar
hetiead
hpeit~
not distant, when all such will be brought
within our social-security coverage.
Another amendment to, the Social Security Act that Is long overdue, but Is
being corrected or improved by the legIslation before us relates to the amount
of benefits received. The amounts being
paid under the present law are so meager that they might well be considered
an insult to the aged. In no instance
are they sufficient to meet the high cost
of living that now exists. The only
defense -that might be offered would be

Payments made to recipients residing in
private institutions as provided in pres
ent law.
Direct payment for medical care:
States will be authorized to make direct
payments to medical practitioners or In
stitutions furnishing medical care to re
cipients of State-Federal public assist
PERMANENT AND TOTAL DISABILrrY INSURANCR
ance. Under existing law the Federal
Gvrmn
osntpriiaei
h
Coverage: All persons covered by the
Governfmentcadores not prticipaete inltes
old-age and survivors insurance program
payment for such care is made directly
will have protect.on against the haar
to the recipient.
of enforced retirement and loss of earnChild-welfare services: Authorization
ings caused by permanent and total dis-~ for child-welfare services in rural areas
ability.
or areas of special need will be increased
B3eneflts: Permanently and totally disfrom $3,500,000 per year to $7,000,000.
abled workers will have their benefits and
The use of child-welfare funds would be
average wage computed on the same basis authorized for purposes of returning in
as for old-age benefits.
terstate runaway children to their homes.
OLD-AGE AND SURVIVORS INSURANCE BENSFIT8
Notwithstanding the good that Is in the
FOR WORLD WAR 11 VrETEANS
bill. there are some changes and addi
World War II veterans will be given
tions that should have been made, but,
wage credits under the old-age, surunfortunately a gag rule prevented any
vivors, and disability Insurance program
amendments being offered. I think it
of $160 per month for the time spent in was wrong to bring the bill before the
military service between September 18, House with such restriction on amend
1940, and July 24, 1947.
ments.

act was adopted was not as high as it
Is now, and, furthermore, that the law
was new and lessons had to be gained
by experience. Whatever justification
there may be for such in the past the
fact remains that for a long time it has
been apparent that Justice to the aged
requires that payments to them should
be greatly increased.
The legislation, now before us, offers
considerable improvement over present
conditions by liberalization of benefits to
be received under the act.
Abu 26000
esoscurnlyrAbou2,60,00
pesonscurrntlyreceiving old-age and survivors' insurance
benefits would have their monthly benefits Increased on the average by about
70 percent. Increases would range from
50 percent for highest benefit groups to
as much as 150 percent for lowest benefit groups. The average primary benefitniscnow approximatelyi$26nperImonth
worer
for a retired insured wre n
ne
the bill it would-be approximately $44,
Illustrative figures for individual cases
ar hetbe
hwni
eo:gram.
New p"imary
Present primary Insurance benefit:
$10------------------------$35
$15 ------------------------------31
$20 ------------------------------so6

Under extension of State-Federal
public-assistance programs-aid will be
extended to persons not now eligible for
assistance, as follows:
Permanently and totally disabled
needy persons will become eligible for
State-Federal assistance by the estabismnofaortcterywthhe
Federal Government sharing in the costs
In the same manner as for old-age assistance and aid to the blind.
The mother, or other adult relative

that the cost of living when the original

$258-------------------------------

"

$3o-------------------------
51
$35-_-------------------------------56
$40 -------------------------------60

$5----------------------------- "
Furthermore, and a very important
matter, the bill will increase the amount
that can be earned by a beneficiary without losing the monthly benefits to which
he is entitled. Under the present law
the amount a beneficiary is permitted to
earn per month, after retirement and In
addition to the monthly payment received Is only $14.99. The amount is so
trifling that In practice it is no real help
at all. Under the bill now before us this
situation is corrected. The amount a
beneficiary may earn in covered employ.
ment without loss of benefits would be increased from $14.99 to $50 per Month.

After age 75, benefits would be payable
regardless of amount of earnings from
employment.
There are many other worth-while improvements and additions to the existing
law that will prove highly beneficial
to many thousands of people. For
instance-

PUBIxC ASSISTANCE AND

WELFARE

SERVICES

with whom an eligible dependent child
is living, would become eligible as a recipient under the aid-to-dependent-children program, and the Federal Government would share In the costs of the aidi
furnished such mother or relative,.
Increase in Federal share of publicassistance costs: The bill will strengthen
fiacgofpbc
sstnenal
Sttes
nd ndewith
an, prtiulalywil enbl
States
low-average payments ~
raise the level of payments to needy recipients under the State-Flederal proFederal funds will be made available to the States under the following
mthn
oml:I
(a) For old-age assistance, aid to the
blind, and aid to the totally and permanently disabled, Federal funds will equal
four-fifths of the first $25 per recipient
plus one-half of the next $10 plus onethird of the next $15 with a maximum of
$50 on individual assistance payments,
(b) For aid to dependent children, Federal funds will equal four-fifths of the
first $15 per recipient, including one
adult in each family, plus one-half of
the next $8, plus one-third of the rema~inder, with maximumis on individual
assistance payments of $27 for the adult
plus $27 for the first child plus $18 for
each additional child in the family.
Public medical institutions: The Federal Government will share in the payments made by the States and localities
to the needy, aged, blind, and permanently and totally disabled recipients residing In Public medical institutions, instead of limiting Federal Participation to

The amendments to the Social Secu

rity Act which this bill seeks to make
effective are necessary and worth while.
While they may not cover every situa
tion, or condition that needs to be rectifled, yet, they do go a long way in miak
ing Improvements to our social-security
structure. I am pleased to give my sup
port to the bill, and, I hope that it will
have the ap.proval of the House.
Mr5 JENKINS. Mr. Chairman, I yield
15minutes to the gentleman from Wis
consin [Mr. BYRnNES].
Mr. BYRNES of Wisconsin. Mr.
Chairman, there is no question but what
teeset
rbbytems
oua
psthe esstkt pobal thes
mostiuapopular
postion wudb
tae
to
otrgtdon thispriua
egs
ltione woul bverythig vtea rightsy adowIth
in froraleveythngpoisieasly,
tha
pouand itr
poablywoldbero
peaols.Ithically
popularfo
e
anme fraos
hn h rni
pal reason is that in this bill we do, in
fact, give to some people something for
nothing.
provides
that
will not beItpaid
for byfor
thisbenefits
generation;
and, of course, whenever we can vote
smbd
oehn
hc
tlata
far as their conception is concerned is
something for nothing, they like It. and
spltclypplr
Much has been said In the debate so
far about the benefits involved, and some
little has been said about the taxes in
volved. The contention is constantly
made that the benefits to which these
people become entitled under the bill and
under the present law are benefits which
they have bought and paid for. Just to
be honest with ourselves and honest with
the record, I think it should be pointed
out that none of the benefits people are
receiving today are equivalent to what
they paid for; the benefits are much in
excess of what has been paid or is being
paid In taxes. It will be true In the fu
ture, it will be true until that time comes
when the pay-roll taxes and the taxes on
the self-employed will be equivalent to a
rate of around 6Y12 percent. When that
time comes those people who will be payIng that rate I think we can honestly say
Will be paying for the benefits they will
receive.

1949

CONGRESSIONAL RECORD-HOUSE

Mr. AUGUST H. ANDRESEN. Mr.
Chairman, will the gentleman yield?
Mr. BYRNES of Wisconsin. I yield to
the gentleman from Minnesota.
Mr. AUGUST H. ANDRESEN. What
is the Position of the self-employed busi.
nessman who goes into the fund, who
pays into it -apparently since It is compulsory, who stays in business as long as
he lives and pays on the basis of $3,600
for 20 Years? What is his status? Will
his estate recover anything upon his
death?
Mr. BYRNES of Wisconsin. His
estate does not recover anything. All
persons who have acquired an insurance
status will receive a burial allowance. If
he leaves a survivor that survivor will
receive benefits. However, in that instance, probably even today and for the
next 20 years, you may say that the small
amount that he pays, which is comparatively small for the over-all benefits
of retirement and survivor benefits, may
be worth while. He probably is getting
what he is paying for because he Is payIng at a very low rate. He is not paying
at the insurance actuarial rate and he
will not be until that time comes when
the self-employed individual pays at the
rate of 47/ percent. Then there will be a
serious question as to whether or not he
Is paying for a lot of things that he will
never get and does not desire to have,
We must remember that many self-employed persons do not intend to retire,
they do not intend to draw retirement
beniefits, and they will not draw retirement benefits. It is their purpose to continue drawing an income from their selfemployment; therefore, of course, some
of the benefits will be denied them because the big part of the program is a
retirement program.
If the gentleman will permit, I would
like to proceed with the thought I started
out with.
Mr. AUGUST H. ANDRESEN. One
more question. This little-business man
does not volunteer going into this. He
must go into it and is liable for the tax
ThtI
whether he likes it or not?
Mr. BYRNES of Wisconsin. TaIs
absolutely correct. We are compelling
him to contribute a certain percentage
of his income to this so-called insurance
program even though he may desire to
buy some other kind of insurance with his
funds. The Government, however, says
to these self-employed people, "You have
no alternative, you must come under a
Government system. You must contribute this given percentage of your income in order to be covered in the way
we think You must be covered." In other
words, this bill takes all individual judgment and control over his individual sayings and income away from him to the
extent of the amount represented by the
social-security tax,
Let me go back and continue what I
think the Members should know, what I
think the people should know, particularly the younger people, with regard to
the system and with regard to what the
future holds in store for them as far as
the system is concerned. There can be
no question whatever but what persons
in this system now in advanced years
will receive very sizable bargains. We
are giving something for nothing to

them. As I say, that probably adds considerably to the political expediency and
the political desirability of the particular legislation before us.
A little example might give us an idea
of what the situation is. There is a possibility, and I agree that it is an extreme
case, that a person, who in 1940 was 65
years of age and had been under the system for 6 quarters, earning $50 a quarter, would have insured status, and he
could retire in 1940 after $6 had been
paid in. He would have paid in $3 and his
employer would have paid in $3. That
would have been the total cost to him
and his employer for the benefits that he
would receive. He would receive $10 per
month; in other words, in 1 month's time
he would receive from the Government,
in a Government check, more than he
and his employer had contributed, and
he would continue to receive that $10
per month until he died. Under the new
bill this same individual will receive $25
per month and would have contributed
only $6 to the program. If he had a wife
he would receive in benefit checks a total
of $37.50 monthly.
Mr. WHITE of Idaho. Mr. Chairman,
will the gentleman yield?
Mr. BYRNES of Wisconsin. I yield to
the gentleman from Idaho.
Mr. WHITE of Idaho. I am very much
interested in the gentleman's presentation. What becomes of the man that
accumulates a big fund, credit, and then
dies without collecting anything? What
becomes of that money?
Mr. BYRNES of Wisconsin. If he has
not worked long enough to have an insured status, he receives nothing,
Mr. WHITE of Idaho. The Government gets that?
Mr. BYRNES of Wisconsin. The Govermient gets that. This points out
some of the inequities that are bound
to arise under the system that you have,
and are continuing by bill H. R. 6000.
Just take this person who is in for a
year and a half. He gets the benefits
just enumerated from the Government
for the payment of $6. But, do you do
anything for the person who has not
been in long enough to have acquired
insured status? No. What about the
old person who today is over 65 years of
age and never had a chance to work
under the social-security system? Do
you give him any payments? Oh, no.
He goes on a needs basis. I am not cornplaining about the payments being made
to this person who is 65 years of age and
who is receiving or will receive $25 per
month; I am not complaining about that,
But, I do complain when you try to make
the American people and everybody else
feel that they have paid for what they
are getting. It just 1s not honest and it
Is playing politics with the old people
of this country. I think they should be
taken care of, and I have no grievance
whatever with title I of the social-security program, with the old-age assistance program as outlined In the bill. It
must be pointed out, however, that cornpared with the benefits provided under
title II, the provisions made for the aged
In title I are most inadequate.
What I want to do, however, is to call
attention of the committee to the faft
that we are developing a system which
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we call Insurance, but which is fictitious
in~surance. Let us look at the situation
of the old people who aid save and
thought they had accumulated enough
for their old age, and then the war and
the inflation came along and wiped out
those savings which they, by their fru
gality, thought would take care of them
in their old age. I think the Governmeat has a definite responsibility to
those people, but I think they are just
as much entitled to Government assist
ance as the person who qualifies under
this so-called insurance program.
Mr. WHITE of Idaho. Mr. Chairman,
will the gentleman yield?
Mr. BYRNES of Wisconsin. I yield.
Mr. WHITE of Idaho. The gentle
man speaks of giving something for
nothing. We are giving the veterans of
the Spanish-American War $90 a month.
How do they happen to get that? What
entitles them to $90 a month?
Mr. BYRNES of Wisconsin. I think
the veteran situation is entirely different
from the situation here confronting us.
In the case of the veteran we are trying
to repay them in some small part for
some of the sacrifices they made for us.
Mr. WHITE of Idaho. What about the
What
man who builds the country?
about the man who puts in a lifetime of
industry? Is he not entitled to some
thing, as well as the man who defends
what the other man put in a lifetime
building? When a boy gets to be 21 years
of age in this country he inherits citizen
ship, he inherits a birthright, he inherits
the thing the generations ahead have
given him. Is he not entitled to support
In their declining years the people who
have given him all this heritage?
Mr. BYRNES of Wisconsin. I am not
going to get into a discussion today on
the matter of veterans' pensions. I think
the question we have before us is comn
plicated enough in and of itself.
May I point out another example of
what takes place today. Assume a per
son working in covered employment for
3 years at $3,000 a year. He and his em
ployer will have paid in $180. He will
have paid in $90 and the employer will
have paid in $90. His benefits under the
present law would be $41.20 per month,
and he would get that until he died. A
$180 premium does not pay for a $41 per
month annuity. Under the bill and with
out any further contributions on his part,
he will be paid $61. If he has a wife
he will be paid $92 a month.
Again I say, I am not criticizing the
increase in benefits. I think It is sound
to Increase the benefits of the older peo
ple, but I do call your attention very
specifically to the fact that this idea
that the program is actuarially sound is
absolutely Untrue. Any contention that
the People today and the people from
now until 1970 are paying for what they
are going to get by way of benefits is
absolutely an untruth, because until the
tax becomes in the neighborhood of 6
percent you cannot say the people have
paid for it.
There are two principal things I find
make this bill, as it comes before us, obJectionable. I think we are going into
two fields which give me considerable
concern, and which I seriously question
the advisability of going into. One is
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the self-employed field, and the second
Is the field of total and permianent di$ability,
The CHAIRMAN. The time of the

Isnot trying to leave the Impression that
because as he says self-employed people
do not retire they would not be eligible

I trust my good friend

to vote for this bill, because you are

gentleman from Wisconsin has expired,
Mr. JENK~INS. Mr*. Chairman, I yield
five additional minutes to the gentleman
from Wisconsin.
Mr. BYRNES of Wisconsin. I thank
the gentleman, and I thank the members
of the committee. I do not want to belabor the subject and lengthen this debate. I do not suppose there Is very
much to be gained by debating the legislation. It is going to be a matter of
swallow it all or not take any of it, so
there is not very much that I can gain, I
suppose, by going into some of the details, except that r do think we should
know and have some understanding of
exactly what we are getting Into,
I have no objection, in fact, I figure it
Is a most sound proposition to have a
program like that outlined in the original social-security bill, and even like that
outlined in the bill H. R. 6000, for the employed people, those who are outside the

for benefits under this bill, because
whether or not they retire before age 65
or at age 65 no one can foretell when
they are going to die, and when they do
die, survivors' insurance benefits are payable because of the amount of money
they have contributed to the system,
Mr. BYRNES of Wisconsin. That Is
true, but the gentleman wui admUk,, too,
that the cost of that part of the program Is a smaller part of what you are
really paying for by your so-called premium. The big benefit that is anticipated and the big cost to the Government
which Is anticipated Is the cost of retirement benefits. The gentleman will
admit that, I am sure.
Mr. FORAND. But the fact still remains that survivors' benefits would help
take care of the wife and children.
Mr. BYRNES of Wisconsin. There are
some benefits: yes.
Mr. MILTS. Mr. Chairman, will the

within the next 20 or 25 years something
for nothing; but you are not giving some
thing for nothing to future generations.
Those future generations will pay for
what you are giving away today for
nothing. I just do not believe it is hon
est or sound to burden my children or'
your children on that basis. Remember
we give them no voice whatever in what
we are committing them to.
Mr. HALE. Mr. Chairman, will the
gentleman yield?
Mr. BYRNES of Wisconsin. I yield.
Mr. HALE. I would like to compliment
the gentleman for what I think is an
extraordinarily lucid and enlightening
statement. I wonder if he can help me
in a matter which has been presented to
me by many of my constituents. That
is on the question of the definition of
"4employee," particularly lumber and
paper companies. Am I right In my un
derstanding that a man may be an em
ployee within the definition of this legis

this system was Instituted it was based
on the following principles: Employees,
when they get to be 65, do not have complete control over whether they are going
to continue working or not. They are
not in the same position as a self-employed person who can, of his own accord,
decide whether or not he Is going to continue working.
We must recognize that employers
quite generally release workers at 65.
In many instances these employees are
not able to provide for their future at
that time. I think it is a proper charge
upon industry and a proper charge upon
the products of industry to provide some
program for the care of workers in their
old age.
But now we are going into an entirely
new field, the field of the self-employed.
The self-employed has control over
whether he is going to continue working
or not. Many self-employed people do
not retire. Mark you this-you get no
retirement benefits under this program
Just because you reach the age of 65.
You must retire. You must have an income of less than $600 a year from self
employment. If you make $600 a year
from self-employment, you receive no retirement benefits. So let us remember
that fact. And yet you are imposing this
system, by compulsion, upon self-employed people, many of whom have no desire to retire,
Take the case of the corner grocer. He
probably owns his store-it is not his intention to retire when he reaches 65;
he probably intends to take things a little easier after that age, but he does not
intend to drop the business completely,
Yet that Is what he would have to do in
order to receive benefits under the program and to get something back out of
what he has contributed by the way of
taxes. I say It Is a. dangerous thing to
force a system on those People whether
they like it or not and whether It is
needed or not,
Mr. FORAND. Mr. Chairman, will the
gentleman yield?
Mr. BYRN~ES of Wisconsin. I yield.

Mr. BYRNES of Wisconsin. I yield,
Mr. MILLS. The gentleman from
Wisconsin has made a very fine statement, but would the gentleman from
Wisconsin agree that the objection which
he finds to H. R. 6000 with respect to the
self-employed is equally true Of the MOtion to recommit?
Mr. BYRNES of Wisconsin. Yes, yes;
I shall vote for the motion to recommit
only because it does eliminate one of the
very dangerous features contained In
H. R. 6000. It does eliminate the permanent and total disability, Insurance
but it still includes the self-employed,.
For that reason I shall vote for the motion to recommit and If that motion prevails, I shall vote against the bill on fina
passage.
Mr. MILLS. I know the gentleman
is sincere, and I know the gentleman
would tell us exactly the position he
would take, and I know that he would
oppose H. R. 6297 on final passage.
Mr. BYRNES of Wisconsin. Yes, Indeed.
The thing that is more important than
anything else is to try to answer this
question, and I think it is a question that
we should all ask questions: Would we
vote for this bill today if it carried with
it 6 2 percent pay-roll tax, which is necessary to pay actually for the benefits
going to be granted by it. If we are not
willing to do that, if we are not willing
to impose that, tax, which is necessary
to pay for these benefits, on ourselves
and the present generation, how can we
vote to place It on the next generation?
Yet that is just what we will be doing in
voting for this bill. We will be saying
that we will charge this generation only
1 or 2 or 3 percent, but the next generation--and there will be no backing out
of it-this is not something that you go
Into one day and back out the nextwe will tax at the rate of 61/2 percent.
By voting for this bill you are voting
taxes of at least 6Y1 percent on the next
generation. That is one thing I have to
consider. As I said In the beginning, it
would be the easiest thing In the world

category of the self-employed.

When

Mr. FORAND.

gentleman yield?

giving the beneficiaries who are now on
the rolls and who will go on the rolls

lation and at the same time not be an

employee Within the definition of the
wage-hour law?
Mr. BYRNES of Wisconsin. Oh, that
is very true. You will have some people
who will be considered employees under
the social-security system who are not
employees under other programs.
Mr. HALE. Is that not going to raise
almost infinite difficulty?
Mr. BYRNES of Wisconsin. I think
very definitely so. I think that what will
dvefnition usped n isocial sheuritywildene
dexteonde usdintthosea
otecrfieywlds You
il haveneconfuson fhoreaoshort timedsbout
eihvental prefssufre wia behexrttied bto
eetal
rsuewl
eeetdt
make the other laws comply with the
definition under social security.
Mr. HALE. If you extend this dffini
tion of employment, are you not going to
get yourself into the position where
sooner or later, you are ging to have the
ordinary tort liability for negligence as
the negligence of an independent con
tractor?
Mr. BYRNES of Wisconisin. I am
afraid I cannot answer that question.
Certainly confusion is going to result.
The CHAIRMAN. The time of the
gentleman from Wisconsin (Mr. BYSnicsI
has again expired.
Mr. MILLS. Mr. Chairman, I yield 15
minutes to the gentleman from Pennsyl
vania [Mr. EmmiuARTEE].
Mr. EBERHARTER. Mr. Chairman, I
was very much pleased when the gentle
man from Wisconsin [Mr. Bvaiqxsl Was
so frank and sincere in his answer to the
question asked by the gentleman from
Arkansas with respect to his position in
sofar as social-security extension is con
cerned. He is definitely opposed, as I un
derstand It, to any change In the pres
ent law.
Mr. BYRNES of Wisconsin.
Mr.
Chairman, will the gentleman yield?
Mr. EBERHARTER. Yes; I yield.
Mr. BYRNES of Wisconsin. I would
not oppose legislation which was limited
to an Increase of benefits, and limiting
coverage to employees.
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Mr. EBERHARTER. The gentleman
would not extend the coverage to any
additional people,
Mr. BYRNES of Wisconsin. Only to
bona fide employees,
Mr. EBERHARTER. The gentleman
would have the tax load remain the same
and the other conditions; in fact, the
gentleman is not in favor of the improvement Of the Social Security Act,
Mr. BYRNES of Wisconsin. The gentleman is not fair when he attributes
such a Philosophy to me.
Mr. EBERHARTER. It sort of emphasizes to me what has been going on here
in the last 2 days. I have listened to
practically all the speeches made by the
members of the minority, and I do not
find any one of them saying "I am very
strongly in favor of the Kean bill," which
Is going to be embodied in the motion to
recommit. All the speeches I have heard
from the minority in the last 2 days have
been speeches in opposition to the proposals contained in this bill that was reported by the Committee on Ways and
Means, by the majority members,
Mr. CURTIS. Mr. Chairman, will the
gentleman yield for a question?
Mr. EBERHARTER. I am glad to
Mil;cr.tCURTI.
Isteeayhn
nte
Mr. URTS.
s tereanyhin inthe
Kean bill to which the gentleman is
opposed?
Mr. EBERHARTER. Oh, definitely; I
am opposed to practically everything
contained in the Kean bill that differs
from the bill H. R. 6000.
Mr. CURTIS. Mention just one provision, for instance,
Mr. EBERHARTER. There are nine
such differences between the two bills,
which I shall explain in a few minutes.
REPUBLICAN RECORD Or OPPOSITION TO SOCIAL
SECURITY

Mr. Chairman, on page 158 of the committee report the minority lists nine
recommendations as to how H. R. 600-3
should be changed. These points are all
incorporated in Mr. KEAN's bill, H. R.
6297. I shall now point out why the
Ways and Means Committee took the
action that it did, but before doing this
let us look at the record of the Republican Party in the past as to social security.
From the very beginning of consideration of social-security legislation, the
Republicans have been opposed, either
openly or somewhat surreptitiously. In
regard to the original 1935 Social Security bill, the entire Republican membership of the Ways and Means Committee
protested that the insurance titles were
unconstitutional, and one of the Republican Members stated that the pay-roll
taxes required to support the benefits
would be bad economically for the
Nation. The Republican platform of
1936 maintained this opposition, and
their Presidential candidate ran a- camapaign emphasizing only the employee
contributions, and misleadingly omitted
any reference to the benefits that would
be paid, or the taxes employers would pay
for the benefit of the workers,
By 1940, however, the Republican
Party changed its spots and half-heartedly favored extension of the program.
In 1944 there was further expressed
enthusiam. but when the Republicans

assumed control of Congress In 1946, this
enthusiasm was quietly ditched until It
was dusted off again for the 1948 campaign. During the Republican control
of the Eightieth Congress it was noteworthy that the only legislation passed
in regard to the insurance program was
of a negative character taking away
coverage from thousands of persons for
whom coverage would be restored by the
bill now under consideration. This was
the so-called Gearhart resolution which
was passed over the veto of President
Truman.
But let us turn now to the specific proposals of the minority. Let us give them
the benefit of the very great doubt and
assume that these proposals are made In
good faith and sincerity,
WHAT IS WRONG WITH THE RECOMMENDATIONS
OF THlE MINORITY ON H. R. 6000

First. The minority recommends that
the $3,000 per year maximum on the
amount that can be credited toward
benefits be retained rather than raised
to $3,600 as In H. R. 6000. The $3,000
maxi.mum was established in 1935 and
has 1not been changed since that time
despite the fact that wage rates and cost
Of living have almost doubled over the
past decade. Accordingly, a mere 20 percent increase in the maximum-wage
base Is most conservative, and it could
be well argued that the wage base should
be raised to $4,200 as the Senate Finance
Committee Advisory Council recoinmended last year, or even to $4,800.
Second. The minority recommends
eliminating completely the Increment in
the benefit formula which increases benefits according to the number of years that
the individual has contributed. Equity
requires the rewarding of continuing contributions by giving higher benefits so
that long-time contributors with high
average wages will get full value for their
contributions. Accordingly, it Is necesEary to retain the increment in some
form.
Third. The minority recommends using
an average monthly wage based on the
highest 10 consecutive years of coverage
rather than on all years of coverage as
in the bill. Admittedly this recommendation is more liberal and would produce
larger benefits, but it should be noted
that it is made only in conjunction with
the previous two recommendations which
would reduce benefits. The committee
considered very seriously using an average
wage based on the highest 10 consecutive
Years of coverage. However, the additional cost involved precluded its adoption at this time, since it was felt that
the moneys available could be used to
better advantage for other benefit
changes. This only goes to Indicate that
the committee has adopted a sound and
conservative policy in regard to the
financing of the system and has not reported a bill with benefits far more ex.
pensive than the financing of the program could bear,
Fourth. The minority recommends that
the thorough and complete definition of
"employee" be restricted by eliminating
the fourth paragraph in the definition,
This additional test based on general
principles rather than on occupational
labels is needed to assure equal treat-
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ment for Individuals who are in sub
stantially the same service relationship.
The minority claims that a large number
of persons will have no way of knowing
whether they have coverage until the
Treasury makes a determination. In re
buttal of this let me state that the factors
are explained in lay rather than in legal
language and will be clearly understand
able to everybody. We have gone to great
length In the committee report to show
clearly the intention of Congress as to the
meaning of this paragraph and have indi
cated both in general terms and in ex
amples the way in which this definition
would work out. The intent of Congress
Is clearly stated, and I am confident that
there will not be any excess exercise of
discretion by the administrating agen
cies. These agencies are directed both by
the actual terms of the definition in the
law and by congressional statement of
intent in the committee report to guar
antee they will reach results not in viola
tion of common sense.
Fifth. The minority recommends great
er coverage for household workers in that
those who are less regularly employed
would be included. In my opinion this
Is a good recommendation over the long
range, but when we are first embarking
on a program of covering domestic serr
ants we should, for administrative rea
sons, cover only those whom we are ab
solutely certain can be successfully
reached. In my own opinion, if this
program is administratively successful in
its limited form, as I am confident it will
be, then later we can consider broadening
the coverage in this field. At that time
perhaps it will be feasible to adopt the
recommendations of the minority, or go
even further in the coverage of domestic
servants.
Sixth. The minority recommends that
teachers, firemen, and policemen with
their own ponsion systems should have
no opportunity of being covered by the
old-age and survivors insurance system.
Many of these groups feel that they have
adequate plans already and are afraid
that such plans might be abolished If the
State or local government would bring
them Into social security. However,
H. R. 6000 does include adequate safe
guards against any occurrences like this,
because it provides that before the State
or local government can obtain socialsecurity coverage for employees already
in a retirement system, two-thirds of
those employees must vote In favor of
this. Under the minority recommenda
tion there would be sort of a dog-in-the
manger attitude because there are, no
doubt, some in existing retirement sys
tems who would like to have socialsecurity coverage as well, just as em
ployees in many private industries have
both social security and their own pri
vate pension plans. However, the mi
nority recommendation would Prohibit
any such possibility. Certainly in a
democratic society such as ours the indi
viduals concerned chould have the right
to vote in these caces, wvhether or not
they wish to participate in the socialsecurity program. Even if most of those
In retirement systems do not want to
participate, this should not prevent any
of the remainder from so doing.
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.3eventh. The minority, recommends
fore age 65 Of course, the public-asthat Puerto Rico and the Virgin Islands sistance provision Is still necessary to
should not be included In the old-age take care of those who are not under the
and survivors Insurance system, but insurance program.
rather they should have an independent
The minority claims that this disabilsystem.
Ity-insurance program will be tremenThe mhnority states that as a reason
dously costly and cannot be administered
for this recommendation the benefits successfully, but I do not believe that
would be too high In these possessions
this has any factual basis because similar
In relation to earnings and standards of
programs are being administered sucliving, and that, therefore, it will involve
cessfully in this country by the civilan undue drain on the trust fund. I service retirement system, by the railieel these two possessions should be road retirement system, and under the
brought into the social-security system
life-insurance programs of the Veterans'
because their citizens are citizens of the
Administration,
United States and their economies are
The disability-benefit provisions In
quite closely integrated and interwoven H. R. 6000 have been written on a very
with that here on the continent. Almodest and conservative basis with all
though their earnings are somewhat
possible safeguards so that there Is no
lower than the average on the continent, reason why the program will not be adnevertheless, earnings are not uniform ministratively successful. The workers
within the 48 States, and there never
of this country need protection against
has been any talk about not having social
disability, and they need protection on a
security apply to the lowest wage areas
dignified basis of insurance-not on any
of the 48 States. The Committee on charity basis If this can possibly *be
Ways and Means very carefully conavoided. We cannot continue to leave
sidered this subject and found that the the workers of this country without any
benefits provided would not be unduly protection against the economic hazard
large in relation to the cost of living, and of disability against which it is virtually
that the financial and actuarial basis of impossible for them to protect themthe system would not be endangered.
selves through individual savings or inMoreover, if the insurance system is not surance.
extended, there will be larger Federal
In summary, I have shown why the
outlay for old-age assistance, and the nine recommendations of the minority
minority does concur in that It should
were not adopted by the committee.
apply to these possessions. A separate
Most of them would deprive the workers
system for these possessions would be ad- of this country of social security. A few
ministratively expensive In cost and of them, it Is true, would make more
would leave unsolved many problems
liberal protection available, but I have
arising from the steady migration beIndicated why these changes, though detween the mainland and these islands.
sirable In the long run, are not practicaEighth. The minority recommends
ble at the moment. At the same time let
that the lump-sum death payment me again point out that the Ways and
should not be made available in the 'case
Means Committee has considered both
of all insured deaths, but rather be consides of the. coin, namely, the benefits
tinued as at present when it is made only and the contributions. We have not profor those families where no Immediate
vided as liberal benefits as probably
monthly benefits are available. There would be desirable, because of the necesare many anomalies in the present provisity of setting the system-up on a sound
sions. The cost of extending this small financial basis, whereby the contribuamount of burial Insurance which aver- tions provided will definitely meet the
ages perhaps about $150 Is relatively obligations for benefits. As experience
small. In answer to the arguments th~at develops, and after we study the matter
the Federal Government is encroaching
more, it may be possible to make further
In the private life-insurance field, it may extensions and liberalizations of the probe said that many of the lower-income
gram, but certainly at this time H. R.
families do not have any insurance any6000 represents a tremendous step forway, and that this small amount uni- ward toward providing social-security
formly available will not hurt the insurprotection for the workers of this counance business, but perhaps might make
try.
the covered persons more insurance3r.
M CURTIS. The gentleman is referminded. This lump-sum death payment ring to things that are not in the Kean
Is intended, and certainly it should
bill. I mean things that are in the bill,
therefore -be, to assist In providing for
Mr. EBE.RHAR'IER. I am opposed, of
the unusual expenses that every family
course, to retaining the $3,000 base. I
has to meet at time of death, available
am opposed in this bill to the formula
for all Insured persons,
which would use 10 years' consecutive
Ninth. The minority recommends
highest wages as the base.
elimination of the provision for total and
Mr. CURTIS. Would not that be of
permanent disability benefits under the
benefit to the workers?
insurance program, although it does recMr. EBERHARTER. It might be of
ommend that these payments be made on benefit to the workers, but not in relaa needs basis under the public-assisttion to the amount of taxation it will be
ance provisions as is provided in H. R. necessary to impose on business and the
6000. The Ways and Means Committee
employer both in order to carry that,
believes that the Insurance approach Is
There are other Inequities.
much more Preferable than the assistMr. CURTIS. Would not the Kean
ance approach, and accordingly strongly
bill protect more domestic workers?
recommends that insurance benefits be
Mr. EBERHARTER. It might protect
paid to the worker who must leave the more domestic workers to some extent,
labor market because he is disabled bebut then, as We have done In previous
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years, In starting on a new program we
always begin In a conservative manner.
When we first passed the Social Security
Act, we left out farmers, farm labor, do
mestics, and many other categories, be
cause we did not know whether it could
be properly administered. We are startIng out to take In the domestic help on a
rather conservative basis, on a basis that
we think can be administered fairly and
practically at the present time. If after
we have had some experience we find
we can Include more of these so-called
casual domestic workers, we want to do
that. The bill as written, however, will
not take care of migratory workers and
a lot of casual workers, because we find
It will be too diffcult to do; so we are
proceeding in a manner to insure that
the system is sound and can be admin
istered properly.
Mr. CURTIS. The gentleman Is not
opposed to any benefits contained in the
Kean bill, ishbe?
Mr. EBERHARTER.
I am not op
posed to Increasing the benefits. The
bill which the committee reported out in
creased the benefits, practically doubled
them, for those who are retired In the
future, and Increases the benefits to
those who have already retired about 70
percent on the average.
Mr. MILLS. Mr. Chairman, will the
gentleman yiqld?
Mr. EBERHARTER. I yield to the
gentleman gladly.
Mr. MILLS. Is not the gentleman
actually opposed to the Kean substitute
because the Kean substitute proposes
lower benefits to those who will be coy
ered under the program? The gentle
man from New Jersey has said that his
bill would cost less money than the corn
mittee bill. It can cost less money only
because the benefits to the recipients will
be less.
Mr. EBERHARTER. That Is abso
lutely correct. I am glad the gentleman
brought that to the attention of the
Members.
The gentleman from Wisconsin made
the statement here that this Is not a
sound program. I1attended practically
every hearing that was held on this bill
since February 26. I did not hear testi
mony from any insurance expert, by any
actuary, or any statement by the experts
that were employed by the committee to
the effect this would not be a sound
financial system. All the insurance ex
ecutives were In favor of a social-security
system. Ther~e were some who did not
like parts of it. They did not like the
increase in the base to $3,600. They
wanted it to remain at $3,000. Of course,
they are afraid, perhaps, they will not be
able to sell as much life insurance if we
Increase the base to $3,600.
The gentleman from Wisconsin also
cited some extreme cases where certain
people would perhaps get a very large
benefit by the payment of a very small
sum of money. of course, that Is In
herent In any insurance system that has
ever been devised. Sometimes a person
carries fire Insurance for many, many
years and he never has a fire. He gets
no benefits except what might be called
protection. Many times a person will
pay one premium on life Insurance and
his estate gets the full principal amount.
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Those things are inherent In any Insurance system that was ever devised,
That Is no argument against a sound
social-security system such as we are
proposing here.
Mr. BYRNES of Wisconsin. Mr.
Chairmnan, will the gentleman yield?
Mr. EBERHARTER. I yield to the
gentleman from Wisconsin.
Mr. BYRNES of Wisconsin. Will the
gentleman give me the name of an insurance company that sells annuities on
that basis for retirement purposes because I would like to buy some of them?
Mr. EBERHARTER. On what basis?
Mr. BYRNES of Wisconsin. On the
basis that you can buy an annuity for
less than the actuarial cost.
Mr. EBERHARTER. The gentleman
Surely knows that the social-se~curityInsurance system Is on a different basis
entirely than the regular annuity system.
Mr. BYRNES of Wisconsin. It is my
claim that it is certainly different from
fire insurance or life insurance to which
the gentleman alludes.
Mr. EBERHARTER. None of the actuaries said 61/ percent was not sufficient
to carry this program and keep it financially sound for the next 40 or 50 years.
Mr. BYRNES of Wisconsin. I do not
want to quibble nor do I want to interrupt the gentleman's statement. I do
believe he will agree with part of my
statement. I intended to refer to the
fact, when I said this system was not
sound, that it was not actuarially sound.
I will admit it is financially sound, that
you can always tax the people enough
to pay the benefits to be paid out. I
think that is the point the gentleman
has in mind, which I will concede. It is a
financially sound program from that
standpoint. Although it may seem to
some Members it is quibbling, I assure
them it Is not my intention to quibble,
Actuarial soundness is an entirely different matter.
Mr. EBERHARTER. Suffice it to say
that there will not be any necessity under the program, the tax program in the
bill, to take any money out of the Federal
Treasury, out of the general funds, for
the next 50 years in order to pay any
of these benefits. So if you are looking
forward to a financially sound system
for the next 50 Years that is as much as
can be expected from this particular
Congress.
Mr. Chairman, I just want to add one
or two other things. We hear a lot about
this definition of employer and employee. The reason all this fuss is being
raised, in my opinion, about this definition is because there are a lot of einployers in this country who, in the past,
have been excused from paying pay-roll
taxes for persons who are, in fact, real
employees, and those are the persons
who are raising this question about the
definition of employer and employee.
There are only a comparatively few industries involved. The committee has
attempted to set out in clear and concise
language as to what really constitutes
an employee; that is, employee and employer status.
I want to say this also, Mr. Chairman,
that the Treasury Department and the
Social security Administration have said
definitely and unequivocally that under

the language contained In this bill there
will be no difference of opinion whatsoever as to the status of any person and
that there will be no trouble whatsoever
In arriving at a common-sense decision,
They expect very few cases ever to go to
court, so that we are lifting the veil of
confusion by writing in this bill a definition of employee and employer,
Mr. Chairman, the minority party has
never truly and sincerely supported social-security legislation. A'l of us who
have read history and those who were in
Congress in 1935 know that the Coinmittee on Ways and Means minority
members unanimously said that the
measure was unconstitutional; they said
It would be bad economically for the
country to be suffering from a pay-roll
tax. We know that the Republican
presidential candidate in 1936 ran on
a program opposed to social security,
We know that practically every time
measures came up for the liberalization
and improvement of social-security legIslation that they were opposed, just the
same as they are opposing it today.
They are not in favor of a motion to
recommit as such. They just have the
Intention, Mr. Chairman, of defeating
the bill which will really accomplish
what the American people want. SO, I
hope that as you cdnsider those factors
and remember those matters that have
been debated here, you will decide to
vote against the motion to recommit
and for the bill on final passage.
Mr. WHITE of California. Mr. Chairman, will the gentleman yield?
Mr. EBERHARTER. I yield to the
gentleman from California.
Mr. WHITE of California. Did not
the gentleman overlook mentioning the
fact that in 1948 the Gearhart resolution
removed 500,000 to 750,000 people from
social-security coverage?
Mr. EBERHARTER. I thank the gentleman for calling that to my attention
and the attention of the Members present. Yes, when the Supreme Court
decided that It was the intention of Congress in 1935 to include perhaps anywhere from 500,000 to 750,000 employees,
on the so-called border line, the Republicani Congress immediately passed the
Gearhart resolution nullifying the intention of Congress when they passed the
social-security bill and voiding the decision of the Supreme Court of the United
States. As a matter of fact In this present bill the committee has put those
500,000 to 750,000 people back under
social-security coverage, In addition to
extending coverage to 11.000,000 other
people..
Mr. SIMPSON of Pennsylvania. Mr
Chairman, will the gentleman yield?
Mr. EBERHARTER. I yield to the
gentleman from Pennsylvania.
Mr. SIMPSON of Pennsylvania. Reference was made earlier In the day to a
section in H. R. 6000 which Is also found
In a section of the Kean bill dealing with
the question of the payment of blind
pensions to pensioners In Pennsylvania.
At the present time, as the gentleman
knows, the State of Pennsylvania has not
been receiving a Federal contribution
toward the payment of blind pensions
within that State. I would like the record to show that that is included in both
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H. R. 6000 and the Kean bill, and par
ticularly that the gentleman from Penn
sylvania was exceedirngly active in hayIng that amendment accepted by the
committee in the social security bill H. R.
6000.
Mr. EBERHARTER. I thank the gen
tleman for that statement. I think
that provision Is a Just and equitable one,
providing for payment to the blind per
sons In Pennsylvania. It should have
been In the law long, long ago, or the in
terpretation should have been made by
the Social Security Board so that those
payments would have been made. It
would have been impossible to have that
provision Inserted if it had not been for
the assistance of my able colleague on
the minority side, the gentleman from
Pennsylvania [Mr. SIMPSON]. He Is en
titled to the thanks not only of the blind
persons of Pennsylvania but of the entire
population of Pennsylvania.
Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gentle
man from Nebraska [Mr. MILLER].
Mr. MILLER of Nebraska. Mr. Chair
man, I expect to vote for H. R. 6000. I
have always believed in a sound socialsecurity program. I am not happy about
the way the present program is being
administered. The idea of social secu
rity is sound and proper. It ought to be
administered in a manner to command
confidence.
The bill before us now has had 6
months of careful consideration by the
Ways and Means Committee. I under
stand that a number of the controver
sial points were put Into the bill by a
1-to-3 majority vote in the committee.
The bill adds about 11,000,000 new per
sons to the 35,000,000 now covered dur
ing an average workweek. The bill pro
vides that some 4,500,000 self-employed
persons will come under the bill. There
are a few exceptions, such as physicians,
lawyers, dentists, Christian Science prac
titioners, and certain engineers. If a
self-employed person earns more than
$400 per year, he would be excluded.
The contribution rate for the self-em
ployed would be one and one-half times
the rate for employees.
The bill is 200 pages long and compli
cated. The principle of the extension of
social security was endorsed by both
political parties in their 1948 platforms.
Under this bill there are two main divi
sions. The one called the old-age assist
ance or pension program is one in which
the State and Federal Governments par
ticipate. It is designed to take care of
thosF individuals who reach the age of 65
years and are in need. Many of these
Individuals have given their best to build
America and now, through no fault of
their own, are no longer able to provide
for the necessities of life. There must
be some way to provide for their care.
I do wish it were possible to set up a
yardstick, as it relates to the need of the
Individual, which would be the same in
all States. It varies greatly. The pay
ment in the different States ranges from
less than $30 to near $90. I believe that
eventually the Individual who is in need
will be able to receive a check directly
from the Federal or State Government
which will be the same for all who qual
ify. Certainly the ir~di'vidual who is in~
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need and can qualify gets just as hungry
and just as sick when he is in Louisiana,
Nebraska, or California. At the present
time there Is entirely too much red tape
in the administration of this assistance
program.
There have been too many grandiose
promises made, not only to the old people but to those under the old-age and
survivors insurance program. The latter program has been shamefully disappointing In results. Some deserving old
people, under the assistance provision of
the bill, have remained in need rather
than go on assistance. Others become
burdens on conscientious but poor children. There are others who hide their
assets In order to qualify for the benefits.
There have been some deserving oldsters
who have no assets of any kind and have
been forced to apply for assistance, but
because of all the red tape and snooping
it has broken their spirit and their independence. There ought to be a program
available without the needs test to those
who do not qualify because of age for
the work-insurance feature, but yet they
have worked just as hard and as faithfully as their neighbor who may qualify,
The other main phase of this social
security bill relates to the old age and
survivors' insurance. This program has
been in operation since 1936. I would
Point out, Mr. Chairman, that the employer and the employee, through contributions and deductions from their
pay check, have contributed to the Federal Government during this time. apProximately $15,000,00o,000.
I would
further point out that as this money
comes to the Treasury, it is used to pay
the current running expenses of govermient. It is not based on sound actuarial findings. It Is now in the red
about $8,000,000,000. This means, Mr.
Chairman, that our children anyd grandchildren will again be taxed to pay these
obligations when they become due. I
sumtta faypiaeinsurance
company should carry on their insuring
policy In such a manner, the officials
would soon find themselves. in a Federal penitentiary. The way this pro.
gram has been operated by the Democratic administration since 1936 is a
fraud on the American people,
I firmly believe in individuals taking
care of themselves through life and providing for their old age. Many do it
through sound insurance and other
saving Programs. The old age and
survivors' insurance program, under the
Government, would Provide a good re.
tirement for these individuals, when
they reach the age of 65, If it were properly managed, but the present system
can hardly be called Insurance, because
the money paid In by those who hope to
buy this protection has been squandered
and misappropriated. It will be necessary to again tax the citizens to make
up for this improper use of these funds,
I am also concerned, Mr. Chairman,
that the growing inflation in this country, through bad fiscal Policies of this
administration, will bring not only the
supposed benefits under this program,
but of all savings, into Jeopardy. Our
Government cannot continue to spend
beyond its means without bringing on
an infiation which will affect all savings,

I am also concerned about the provisions of this bill which will place additional taxes upon the lower-income
groups. It does raise their taxes by taking an additional 2.5 billion, yearly,
from their pay check. This is a real
tax. It is another way of raising taxes,
but upon the poor and not the rich,
You will remember that the Eightieth
Congress reduced taxes and took some
7,500,000 off the income-tax rolls,
This program will take additional taxes
from more than 11,000,000 in the lowerincome groups. The pay-roll tax deductions will be raised from 2 percent
to 6%½ percent by 1970. This applies to
the first $3,600 of Income. It is a deftnite tax and if the Federal Government
continues to spend the money for current running expeses, it will mean that
those who have contributed will not
have what they have a right to expectreal protection, because the Treasury
will just contain 1 0 U's. It will mean a
tremendous tax upon future generations.
Again I state that I believe in the expansion of a sound social-security program. I believe the people should provide
for their old age. It is the function of
Government to assist them. It Is for
that reason I shall vote for this bill. I
do hope that the debate presented today
will have Pointed out to the administration, the errors it has committed In the
past, errors which make the Present program Immoral and unsound. It can be
corrected through proper management.
If I thought they were not to be corrected I would certainly'oppose any further extension of this program. I can
only hope that it will be corrected because fundamentally the principle of the
program Is sound.
Mr. JENKINS. Mr. Chairman, I yield
such time as he may desire to the gentleman from Minnesota [Mr. H. CARL
ANDERSEN].whsoudrcieenfsteene,

Mr. H. CARL ANDERSEN.
Mr.
Chairman, I regret deeply that the majority leadership in the House upheld
the Rules Committee in its decision to
present this legislation, H. R. 6000, under
a closed rule, thus preventing those of
us who have urged adequate pensions for
our old people to amend it in any way,
This measure covers those presently
Insured, and the disabled, but offers no
relief to the aged citizens Of our country
who have not been able, to qualify for
pensions under the Locial-security programn with the exception of those living
in a few favored States.
The critical situation brought about
today by the strikes in the coal and steel
Industries is the result of the determination of labor leaders to secure pensions
of $100 per month for all workers at the
age of 65. Mr. Chairman, the people of
America, through taxes, direct and Indirect, will eventually pay the bill for
the pensions which have been agreed to
by the Ford Co. and which seem to be
scheduled for all industrial employees,
The bill before us covers practically
everyone except farmers, doctors, den.
ttsts, and lawyers. These people, while
not eligible for the least benefit under
this legislation, will have to pay their
pro rata share of taxes to cover pensions
for workers in every other category, It
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Is regrettable that the Democratic leader
ship has seen fit to continue class legis
lation under which 80 percent of the
people In the Seventh Congressional Dis
trict of Minnesota are ineligible for
social-security benefits, and that under
this gag rule amendments providing for
their inclusion cannot be introduced.
This measure, in its present form,
jeopardizes the enactment of a universal
old-age pension, which, in my opinion,
'is the proper answer to our socialsecurity problem.
We now have 5,200,000 men 65 years of
age and over and only one-third -of this
large group is covered by the social-se
curity program. There are 5,500,000
women in this age group and only onefourth of their number are insured them
selves or are the wives or widows of in
sured men. However, these* people re
ceive such small amounts that the pro
gram is really of very little benefit to
them. They were too old at the time the
act was adopted to accumulate the nec
essary work time to give them adequate
pensions.

Our old people should not have to suffer
the stigma attached to assistance bene
fits based on need. They want, and are
entitled to receive, automatic benefits
without being subjected to embarrassing
Investigations. Thousands of old people
go without help rather than subject
themselves to the indignities incident to
old age assistance.
I repeat, Mr. Chairman, I sincerely re
gret that the Democratic leadership has
made It impossible for those of us who
support the enactment of a universal oldage pension to debate and vote on that
issue. Surely It should have its day In
court.
Mr. Chairman, social security Is here
to stay. I am going to vote for this bill
even though I disapprove strongly the
omission of the great number of people
Their omission, however, does not juistify
my voting against helping people lb other
walks of life who have been included in
this measure, I hope that the day will
come when everyone in America will be
covered by social security, Why this
administration left most of the people
In agricultural America out of this bill
when those same farm people must help,
through their taxes, to pay for the pro
gram, is beyond me. This can hardly be
termedi a fair deal.
Mr. JENKINS. Mr. Chairman, I
yield 5 minutes to the gentleman from
Michigan [Mr. HOFFMAN].
SOCIAL SECURirY IMPOSSIBLE VNDEE
ADMINISTRATION

PRESENT

Mr. HOFFMAN of Michigan. Mr.
Chairman, not knowing too much about
the technical provisions of the bill, in
order to satisfy my conscience when I
come to vote, I must go back to what I
think are basic principles. In the old
days, the horse-and-buggy days, when
It Is said that people did not know very
much about how to conduct their own
business, no one needed Federal social
security. I just happen to have lived a
part of my life during those days, and
I recall very distinctly that everyone who
wanted to work and who was not physi
cally disqualified and who did not want
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wages and Increases In prices so that,
to spend every dollar he got either when
he got it or a little before was able to ultimately, the cost of the program fell
upon every purchaser of the company's
provide for his own security, for his old
output, but not every purchaser received
age. Very, very few People in the corna benefit under the social-security
munity in which I lived had to ask assistprogram,
ance from anyone.
Because spending, wasteful, politically
Second only to the desire and hope for
ambitious, power-seeking administraeternal salvation, to man's fear of burnIng forever In hell fire, Is the laudable tions have made It impossible for the
desire to be f ree from want In one's old average citizen, no matter how willing
age-the fear that as savings diminish, to work, how thrifty, to provide for his
earning capacity fails, one may lack food, own old age security, social security
sponsored by the Federal Government
shelter-suffer from the lack of things
but applicable to everyone may be the
to which one is acustomned.
only temporary answer, even though it
Hence it was that in the earlier days
be wasteful, expensive, and in the end
of the Republic-yes, even in my timedisastrous.
men and women worked, yielded not to
If we are to have Federal social securthe temptation to buy things which they
ity, the only fair equitable plan is to
would like but did not need, practiced
thrift, and so the vast majority of our make benefits payable to all, paid for by
contributions payable from all,
people were able to and they did, through
PRESENT SOCIAL-SECURUTY LAWS A FUD1 UPO
their own efforts, provide security, freeTHE PEOPLE
dom from want in their old age.
While the present Social Security Act
Then came the days of the New Deal,
is unjust, unfair, in that ultimately the
a new philosophy of life which, stripped
of all meaningless words, encouraged the cost falls upon all while the benefits are
nvailable to less than all, the manner In
Individual to get as much as possible,
which the law has been and will be adnot only by his own earnings, but to take
ministered Is dishonest,
what he could from the earnings of
The law purports to collect a tax from
others. People were led to believe that
employees and employer and to hold the
self-reliance, doing for one's self, were
money so collected in trust so that beneunnecessary, that there was an easier,
fits provided by the law may be paid to
more pleasant way, that Government Inthe employees who contributed,
stead of being maintained and supported
Under the act $11,000,000,000 have
by the people, was in some way obligated
to take care of people; that Government, been collected which have not been used
to make the payments required by the
instead of being a regulatory organizaact.
tion whose sole function was to protect
The administration, Instead of holding
the weak and the honest from the strong
and the wicked, could and would and was those excess billions in trust or Investing
them In such a manner so as to earn a
obligated to care and provide for the Individual. That theory ignored the fact profit, or Instead of advocating a reducthat Government had nothing except as tion in the amount of the tax, spent that
trust fund for current running expenses
it took it from the individual, that any
benefit the individual received, he must of the administration. The administrafirst pay into the Government, that out tion embezzled those billions of dollars.
We all remember the parable of the
of a dollar he paid in, those operating
Government would first take a part as master who, about to depart for a far
their compensation for handing what country, called in his servants and to
two he gave talents with which they,
was left back to him,
during his absence, traded and made
The social-security program In its inother talents. To another he gave one
ception was unfair and did an injustice
to millions of taxpaying citizens. The talent. That servant digged a hole in
the earth and hid his lord's money. And
truth of that statement can be demonwhen the lord returned he gave to the
strated very quickly:
First. The social-security program ap- master the talent which was his. As I
recall the parable, that servant was not
plied only to a very limited number Of
people and only to a limited class, that rewarded, rather he was condemned.
Now, I do not go so far as to expect
is, those who were employees In certain
that this administration would profitably
industries,
Second. The cost of the program was use the trust funds taken from the workpaid by those employees and employers ingman, but I do say that the adminiswho came within the provisions of the tration, both the New Deal and the Fair
law, and that would have been fair and Deal, might at least, if it could not use
the fund profitably, have buried it and
just had it not been for the fact.
Third. That the contribution made by when necessity arose dug it up and reemployees and employers, that is, the turned it to those to whom it belonged.
money taken by way of tax from the wage But that It did not do. It not only failed
of the employee and the profit of the to use the fund profitably, it not only
employer, was in the end passed on to failed to preserve the fund, but wickedly
the consumer, that is, the price of the and wastefully, and for the purpose of
product made by the joint efforts of the advancing its own political fortunes,
employee and the employer was in- robbed the fund of the worklngman's
hard-earned dollars, spent those dollars
creased and the purchaser of that prodwhich it collected for one purpose for
uct in reality paid for the social-security
program which benefited only those who current expenses-spent them wastefully
came under the terms of that law. The and extravagantly.
And when the workingman cafls for
deductions made from the employee's
pay check and from the employer's bank the return of his money to be paid out In
account were replaced by increases in the manner provided for In the Social
XC V--'79.
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Security Act, we learn that the money
Is not there, that it has been spent, and it
becomes necessary for the Government
to, and it does, impose additional taxes
to replace the social-security dollar
which It has misappropriated.
Hence it is that under the working of
the social-security law, the workingman
who has contributed his money to pro
vide for his old-age security or other
benefit payments, if he remains a tax
payer paying any of the more than a
dozen hidden taxes, Is, while he is receivIng the dollar due him, again contrib
uting other additional dollars. He pays
twice for his social-security payment,
once when it Is deducted from his pay
check and again while he is receiving
payments under the law.
It is futile to attempt by the enact
ment of social-security legislation to
free the Individual from the fear of suf
fering In his nonproductive or old-age
days If the National Government con
tinues to waste or spend Itself Into na
tional bankruptcy. But that is just what
the present administration is doing.
Nor can there be any social security
for either the unfortunate or the non
productive, no freedom from fear of
want or suffering, if we are to be always
involved in a world war, or if we neglect
to provide an adequate defense for our
national security.
What is gained by enacting legislation
designed to give our people social secu
rity If our national security is to be en
dangered as it now is. either by Nation
wide strikes which cut the production
which is necessary for national defense;
by spending which plunges us into na
tional bankruptcy, or if that national se
curity be imperiled by bickering and by
strife between the branches of our armed
forces?
I recall very distinctly, yea, as though
it were yesterday, that when we were told
that billions of dollars were being wasted
by the armed forces, that unification, socalled, of the armed forces would not
only save us billions of dollars but would
enable us to provide an adequate, invin
cible national defense, I never did be
lieve, and I then so stated, that if a de
sire for economy and unification was de
sired by the heads of the armed forces,
such a law was unnecessary and that
such a law never would bring about real
unification. If the will to do the right
and the obvious thing does not exist, It
is extremely difficult to bring about the
desired result by legislation.
At that time, lieutenant commanders,
commanders, captains, vice admirals and
admirals of the Navy were deliberately
denied the opportunity to present their
rt
a
hc
h omte
vest
wIc wpas wrvite
the
t unfcatommbittee
vIewsg
espeak adised-e
bil.
ly; th unowfictorhn
berings In thoed
Ary; Inowte fothenthe
armythInsistedrthat the hearing bhee ose
sileNv
whoee oin
wicr ofdth
adthe offs
t
win-e
theeat
thegships whcmade posil
tingtofy theiwrtsimnyth east wanted-ito
barred-i
omitevteo 3to
hi wasetmn
tsiy
23atove
of
was
was barrd bhry comitcvt
oe
fta
rywsbc
2 n h
I know nothing of the relative ability
of the various branches of the armed
forces. I have no information which
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would enable me to judge as to the relative merits of the various branches, but
I do believe that our national defense
program will be disastrously weakened
if the Army and the Air Force are to be
permitted to destroy the fighting ability
of the Navy. I cannot accept the thesis
that the Air Force can bomb any enemy
out of existence or that the Army, without the Navy, can on the ground or in
the air successfully overcome an enemy.
Nor can I believe that the Navy without
adequate aviation from carriers to protect itself, can successf ully support either
the Air Force or the Army. Crippling
or destroying Navy aviation will not
make for national defense,
On a football team the center cannot
play end or quarterback, nor can the half
or the quarterback play center or guard.
A successful football team plays as a
whole under the direction of a coach and
a captain, and there Is no reason, other
than ambition, greed for power, why the
Army, the Navy, and the Air Force, all
on our team of national defense, cannot
give us a successful, winning national
defense.
The Air Force cannot do the whole job
and just because at the moment it has an
expert publicity man is no reason why
the Navy should be made to suffer. The
Navy did not lose at Pearl Harbor because it was at fault. We lost there because General Marshall was horseback
riding and the Commander in Chief himself was not on the job,
If the Air Force and Army will just remember that they are not the only ones
on the team with ability to carry the
offensive ball, forget their desire to strut
the stage, Stalin or any Potential enemy
will have less cause for rejoicing,
General Eisenhower might just as well
forget his ambition to be President. He
might just as well forget his long-flourIshed and officially expressed-and I
speak advisedly-plan to hamstring the
marines. The top brass in the Air Force
and in the Army will do well to cease
their efforts to hamstring the Navy or
its air force or the marines. One need
to talk but casually not only with the
high-ranking officers of the Navy but
with the seamen and midshipmen, to
learn that the cancellation of the building of the supercarrier and the present
efforts to belittle the Navy and its air
force are destroying the morale of the
Navy.
After all, In spite of the Army's re.
cruiting of football Players, the Navy
did, 3 years a~go, play the'-Army to a
standstill, last year, to a tie.
It is just Possible that the Navy's armed
force was of some real assistance in the
Pacific while the last war was on.
The top brass In the Army might take
a lesson from the football teams of the
two academies and, while they contend
vigorously, Carry on their controversy In
the open and Play fairly and not dirty,
Cut out the piling UP and the foul blows
delivered secretly. The young men in the
academies play fairly. Let their elders
do the same,
I started with social security, but no
one in this country can have social security or any other kind of security if
thsecare
wt dfedng urNtion, making our future secure, are at

each other's throats day In and day out.
Nor will anyone have social security under administrations which month by
month, year by year, spend more than
the current income.
If we are to have Federal social security let us have it for everyone-until we
go broke.
The CHAIRMAN. The time of the
gentleman from Michigan (Mr. HorrMAN] has expired.
Mr. DAVENPORT. Mr. Chairman,
most of the civilized world today looks to
the United States as the example of a
thriving democracy.
We cannot fail our friends by proving
weak as a going concern or by neglecting
the needs of the greater body of our
citizens. If we do, world-wide discouragement will result and democracy
will take several steps backward.
In the war of words and ideas and
action, we cannot fail. We must uphold
the universal faith in America. America
must remain strong; Its people healthy,
optimistic, and free from the cares of
want.
World-wide faith in America Is based
on the belief that we have a better
answer to the needs of mankind-that
we can maintain our essential freedoms
while raising our standard of living,
This Is the faith of the world. This is
the faith of Americans.
Even a country with the highest
standard of living of any nation has
serious problems. We neglect our re.
sponsibilities toward our unemployed,
our aged, our sick, our dependent children, our blind, our mothers. We have
established an Inadequate system of
social security that does not meet the
needs of the American people.
The right to social security belongs
to every man. It is not something that a
minority forces the majority to do, as so
Many secure and Wealthy People claim.
It Is not something that a paternalistic
government does as a sort of relief
measure,
It Is a radical scheme to change our
form of government. Social security is
the right of every man, woman, and
child in our country today. Our present laws do not support this view,
Our Present administration does supPort this view,
It Is one of the four freedoms-free..
dorn from want. With adequate -social
security, We shall xemain. strong. We
shall continue to guide the world by
the beacon light of a dynamic democracy.
Without adequate social security, we
shall remain in doubt regarding our ability to maintain our high standard of
living. Our people will not be able to
plan for tomorrow. Society's burdens
will continue to fail heavier on those
least able to bear them. The rest of the
world will lose faith,
The adequacy of our social-security
system to meet the needs of the Amerlcan people and the hopes of our foreign
friends Is an Immediate Problem of the
Utmost Importance.
At the present time there are 51 separate systems of unemployment insurance,
covering our 48 States, the Dstrict of
Columbia. Hawaii, and Alaska. There Is
no uniformity in the laws. Coverage is
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low, benefits are Inadequate and vary
greatly from State to State.
Unemployment is a national problem,
to be met by the resources of the Na.
tion as a whole. Why should a worker
suffer because he happens to live in a
poor State? Why should waiting pe
riods differ from State to State? Why
should the amount of the benefit and
the number of weeks those benefits are
paid differ?
There ias no waitlng period in %Mary
land. The waiting period in Georgia Is
2 weeks. The maximum weekly benefit
Is $38 In Connecticut. The maximum
weekly benefit Is $15 In Florida. The
number of weeks benefits are paid range
from 12 in Arizona to 26 in Illinois. The
cost of maintaining these 51 programs
varies considerably from State to State.
The waste and duplication Is an insult
to the enterprise of America. The re
serves of the States for the payment of
unemployment benefits vary widely. The
Commissioner of Social Security has said
repeatedly that the reserves of some
States would be threatened with in.-olv
ency If a recession should occur In this
country.
Nothing less than a national system
of unemployment compensation applied
uniformly to each and every person, and
adequately and soundly financed will
meet the needs of the American people,
The coverage of our unemployment com
pensation laws is also Inadequate. Uni
versal coverage must be our goal.
Today excluded from the .benefits of
such programs are employees of nonProfit organizations, employees of small
firms, domestic workers, agricultural
workers, and Government employees.
About 3,500,000 persons are excluded
from unemployment insurance coverage
because they are working for small firms,
Why penalize these people? About
1.000,000 workers are now excluded from
protection because they work for non
profit organizations. About half are
employed by charitable organizations, a
quarter by educational institutions, and
the remaining quarter'by religious insti
tuitions.
These People were originally excluded
because their organizations believed they
might lose their tax-exempt status if
they were covered. There is -no reason
why the two are depend~ent on each other.
An adequate unemployment insurance
system should cover all the employable
persons of our population, and should
provide benefits to all who are available
for employment but for whom employ
ment cannot be found.
Benefits should bear a definite rela
tionship to the cost of living and should
continue as long as necessary. Persons
with large families should receive addi
tional benefits. Where a strike has been
called for clearly Justifiable reasons, a
worker must not be deprived of unem
ployment benefits.
Our public welfare program must be
strengthened. Our first line of defense
Is the family. An adequate unemploy.
ment-insurance system will do much to
strengthen the security of the American
home. So will an adequate old-age and
survivors insuance prorM. So wIl a
adequate health program. But there
will still be social-security problems not
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covered by these three programs. Chief
among these are public assistance for the
blind and dependent children,
Federal funds are now available to
States with such programs. However,
the Federal Government has to date assumed no direct responsibility in the administration of these programs. The
Federal Government has, however,
shared in the costs and has set minimum
requirements and provided technical
advice,
There is little question that public assistance is essentially the responsibility
of the State. But the wide variations in
standards, payments, and policies among
the 48 States make it necessary for the
Federal Government to step in and bring
about a more uniform operation of these
programs,
Under H. R. 2892, submitted by the
President for consideration by Congress,
Federal finahcial aid would be extended
to the States on a basis ranging from
40 to 75 percent of total costs, depending
on the relative per capita income of the
States. Poorer States would get a
larger share of Federal funds In relationship to what they themselves would
spend in their welfare programs. Residence requirements would be prohibited,
as would citizenship requirements. Over
20 States today require a blind person to
have resided 5 years or more in that
State before being eligible for assistance.
One State law says that if the local public assistance officer believes that a newcomer to a town may not hold on to a
job and may need assistance, he can be
given a notice to leave,
H. R. 2892 would also put an end to
the cruel practice of many States where
transfer of property to the State Is made
a condition for receipt of assistance.
The proposed bill also would strengthen
glreatly the present program of aid to
children. It does not go far enough,
however, to meet the needs of the times.
Our children are our greatest treasure.
An adequate maternal and child-welfare
program Is essential to meet the growing complications of modern society,
Today 500,000 children have rheumatic
fever; 20,000,000 children are In urgent
need of dental care; 150,000 infants are
born prematurely each year; 150,000 children have cerebral palsy; 2,000,000
women with children under 10 years of
age are working today.
These are only a few of the statistics
that show what a job we have to do to
keep our children adequately cared for.
If these unmet health and welfare needs
are ignored, they will seriously handicap
the future of this Nation,
We now come to old-age pensions,
All Americans want the opportunity to
protect themselves and their families
against the economic hazards of old age.
Only a very small portion of the population is fortunately able to do so today.
Today we have a system which covers
only 40,000,000 of an estimated total of
70,000,000 workers.
Restrictive eligibility requirements for
older workers have kept all but 20 percent of those over 65 from benefiting
from the program. Millions of workers
were excluded from the old-age Insur.
ance program originally because of an
erroneous belief that there would be ad-

ministrative difficulties In collecting contributions from them. Fewer persons
in proportion to total population receive
old-age pensions in farm States than
in industrial States. This is the result
of excluding farmers and farm workers.
The benefit payments under the present old-age Insurance program are completely inadequate. The average benefit
for a retired male Worker at the end of
1946 was $24.90 a month. The average
benefit for a retired man and wife was
under $40 a month. The average family
benefit for a widow with two dependent
children was $48.20. With a 75-percent
Increase In the cost of living since 1939
when these scales of payment were established, they are inadequate to Pay
more than a portion of the rent or the
food bill,
The first essential of an adequate oldage insurance program is to guarantee
our older people security from want. It
must never be less than an amount sufficient to maintain a healthy and satisfactory life,
Our present law Is a f arce as far as
security to our older people is concerned,
It must be revised Upward to meet American standards. Another essential of an
adequate pension program Is not to Interfere with the enterprise of those Past
the retirement age.
Is there any reason why a man of 70
must, as he is forced to do under the
present program, turn back his monthly
benefit if he earns more than a certain
amount? Still another essential of an
adequate old-age Insurance program Is
that all can qualify for a future pension regardless of age. Under the present program a man who is 65 today must
work for 6 years In a covered Job before
he can qualify for an old-age pension,
The seriousness of the old-age problem
is attested to by the aging character of
our population. Of a total population
of 145,000,000 today, more than 17,000,000 persons are over 60 and 11,000,000
are over 65. In 50 years there will be
27,000,000 persons in the United States
who will be over 60 years of age.
With our present inadequate system
of old-age insurance, the responsibility
for the care of our old people falls on the
individual families concerned. This Is an
unfair burden on our young, who should
be devoting their energies to self-improvement or to their own growing fainWles. Our old people are our responsibility. They have added to the wealth
of the Nation and have strengthened
our democratic traditions. They have no
desire to fall burden on their children
or on the pity of their local communities.enudrayrtimntstmae
Those who have paid money Into the
old-age Program have a right to adequate return. And those who have not
paid money into the pension program
have a right to the minimums necessary
to maintain a healthy existence. Our
older People should feel no humiliation
in getting aid as they are made to feel
today.
In his annual message on the state of
the Union, January 5, 1949, President
Truman stated that the present cover-age of the social-security laws Is altogether inadequate since fully one-third
of all workers are not covered, He rec-
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ommended an extension of coverage to
those who remained outside of the Sy's
tem.
The present bill, H. R. 6000, which is
now before the House, will extend cover
age of the old-age and survivors' In
surance by about 11,000,000 persons and
It will raise the total covered from the
present 35,000,000 to around 46,000,000
persons. There will still remain ap
proximately 14,000,000 persons not coy
ered'
Extension of coverage to self-em
ployed persons In various nonfarm oc
cupations Is now advisable because prac
ticable administrative, procedures for
their coverage have now been developed.
The coverage of the self-employed has
been made compulsory since the history
of voluntary social insurance shows that
an adverse selection of risk ensues when
only those In greatest need of protection
will, of their own volition, come under it.
Between 35 and 40 percent of the selfemployed thus in prospect of coverage
under this bill are storekeepers and other
retailers, 20 to 25 percent are proprietors
of service establishments, and 12 to 15
percent are engaged In the construction
industry. Approximately 400,000 pro
fessional persons in this group of selfemployed, such as doctors, lawyers, and
r xldd
egnes
mnt o
Sare ex lcaluded.
Tengnes
this country employ about 3,800,000
workers in an average week. Coverage
of these workers Is possible under the
pending bill by voluntary compact be
tween the States and the Federal Secu
rity Administrator. Orderly termina
tion of these compacts is also provided
for.
Domestic employees, except in private
homes on farms, who are in regular em
at
il
pomn r oee yti
ptomentorarescoveredlbyathis bill.tPart
luorinermit-l
rdelleasu
workers a
tientdmsi
tenmpdomeesti wofrkeliios, careiex blded. all
nopofi orelgaioucaritabl, axetnd
epoyhees
nopofith olrgyaniztosrexcepingsor
othbers
mebroftecrganrliouo
ders, would be covered. The number of
such workers is about 600,000 in an aver
age week. Under the bill the tax-exempt
status of these organizations would be
safeguarded. Services of students em
ployed in colleges and of student nurses
and internes in hospitals would not be
covered. Coverage would also be ex
tended to some 200,000 persons employed
in borderline agricultural labor such as
raising of mushrooms and the commer
cial handling of fruits and vegetables.
Some 100,000 civilian employees of the
Federal Government who are not at prescovered. Those employees who are now
under a federally established retirement
system would not be included. Tempo
rary Federal employees are also excluded.
During the course of the average week
some 150,000 American citizens are emnPloyed outside of the United States by
American employers and provision Is
made to extend coverage to them under
this bill. Also provision Is made for coy
erage of 5,000 persons in the Virgin Is
lands, and optionally to 250,000 in Puerto
Rico.
Major deficiency of coverage corrected
by this bill is the matter of wage credits
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to World War II service veterans from
the civilian labor force. This bill provides veterans with wage credits of $180
for each month of military service per.
formed during the World War II period,
These wage credits would be given regardless of whether death occurred in the
service and whether veterans' benefits
were Payable. In most cases where the
Individual died in the service the wage
credits are of real value in providing additional benefits for the widow and Chil 
dren.
In connection with this bill the House
Committee on Ways and Means gave ex-

In conclusion It may be said that the
present bill goes a very long way toward
meeting President Truman's program for
extension of old-age and survivors insurance to hitherto excluded groups. In
so doing it has taken Into account the
practical problems to be met In extendIng social security to additional sectors
of the working population. It has not
attempted to blanket under social security all of the remaining population
which should
elgbe thereto. This
bill sets a new standard, however, and
provides the means whereby new administrative procedures may be worked out
-e
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portance, the deep-abiding spiritual
values of faith In the Almighty and his
blessings of liberty which since the in
ception of the Nation have energized our
people to strive to the utmost to fulfill
the great destiny afforded to those living
under free Institutions. No totalitarian
state has given or can give such mighty
impetus to human endeavor; nor can an
absolute government afford to its citizens
such a generous measure of liberty and
such a bountiful degree of prosperity.
While In the American concept all men
are free and equal under the law, they
vary in their individual qualities and

tensive consideration to the advisability
of extending coverage to agricultural emPloyees, to self-employed farm operators.
and to self-employed professional persons excluded under the bill. A decision
was made to exclude these groups pendIng further study of the special problems
involved In their coverage. Thus it can
be seen that this bill takes a long forward step In the further coverage of the
various classes of the population but does
not try to Include all possible types of
service.
th oloigcuatos
Specifically, tefloigcupins
and services will be automatically coyered under the provisions of this bill:
Self-employed enterprisers, such as small
storekeepers, clothing and shoe retailers, grocers, restaurant owners, fillingstation proprietors, and owners of hotels,
boarding houses, garages, laundries, barber shops, and proprietors of establishments devoted to plumbing, painting,
and electrical contracting. Also Ini.
cluded are wholesale merchants, agents
and brokers, small-scale manufacturers, taxicab owners, and. real-estate and
Insurance enterprisers." In these cases
income-tax returns can be used in reporting self-employed Incomes. Income
from casual self-employment, however,
e aedorcedteprocess
woldnt
In the.case of State or local employees,
such as firemen, policemen, teachers who
operate under an existing retirement
system, opportunity would be given for
a written referendum by secret ballot,
with two-thirds majority vote required
to extend coverage to their group. If
a transit company is acquired by local,
State, or Federal governmental unit after
1949, coverage of these employees would
be compulsory and would continue under
the Federal old-age and survivors system,
Extension of coverage is also effected
In this bill to 500,000 to 750,000 persons
no udr
cvre hepesntlw y
means of a redefinition of "employee."
There is quite a sizable number of persons In the twilight zone between employment and self-employment. Such
persons as salesmen in the manufacturing and wholesale trade and in Insurance, driver lessees of taxicabs, pliceworkers on goods working at home, contract leggers, licensees or lessees of mining space, and house-to-house salesmen
of certain goods or services. The substantial effect of the new definition of
"employee" In this bill is to extend coy.

or will make it possible to include the remaining workers not as yet provided for.
It should not place too large a burden
on the economy.
in returned security and purchasing
power It will more than pay its own way,
These are my proposals to strengthen
our social security laws and keep America
strong. These are my proposals to meet
the challenge forced upon us to prove
that democracy is the better way.
Mr. DOUGHTON. Mr. Chairman,
yield to the gentleman from Massachusetts [Mr. PHILBIN] such time as he may
desire.
Mr. PHILBIN. Mr. Chairman, security for the Individual against adversity,
misfortune, sickness and the hazards and
vicissitudes of advancing years constitutes at once a great and desirable social
objective and an appropriate and entirely proper function of the truly modern
state. The phenomenal growth of our
powerful economy which embraces a
highly developed Industrialism, widespread independent mercantile and
agrarian activities and a complex web of
varied business enterprises has basically
affected not only the personal living problems of the average American but it has.
also fundamentally changed his relationship to the Government. As this
unfolds, it becomes a vital and
challenging problem of democratic representative government to place effective
checks upon the trend toward statism
on the one hand and answer the social
needs of Its worthy citizens on the other,
Social security is not, as some allege, a
characteristic of the absolute state. To
the contrary, It is democratic in nature,
Regardless of class, creed, or race it seeks
to provide protection against the slings
and arrows of outrageous fortune which
so often In any nation constituted as
ours for reasons frequently beyond the
control of the individual heaps abundance upon some and want upon others,
The history of mankind viewed in one
light has been merely a long, bitter, unending, struggle for liberation from political slavery and economic want,
Tested in the crucible of analysis anid
logic, that nation has advanced the farthest politically which has achieved the
largest measure of civil and individual
liberty and provided for Its citizens the
maximum of economic suffciency.
In our own Nation three great forces
have contributed to our unmatched progress: First, the ideals of freedom em,-

talents. It is a wise and Just govern
ment which can utilize the strength and
talents of its citizens and check their
weaknesses and excesses. It is a great
and strong-minded people who ordain
and sustain such a government. Social
security is designed, not to put a premium
on Idleness and indifference, but to relieve
the Individual of the anxiety and worry
so often attending upon sickness, disabil
ity and age, and to lighten the burdens of
local communities of direct relief. In the
best and finest sense social security is
the embodiment of a dynamic democ
racy-conquest of fear and Privation.
Thus the spirit and idealism of our citi
zens can be released from bondage to the
material things of life and brought Into
the broadest field of national conscious
ness, civil responsibility, and highminded citizenship.
Some fear that social security will
transform our Government into a welfare
state, that It will breed indolence and
dependence upon the Government, that
It will ultimately lead to stagnation of
free enterprise and the adoption of the
collective state which of course woul4 be
the death knell of free institutions. If I
were to entertain such a belief I coild
not support this bill. But I am not among
those who believe that a government
should not assume some responsibility for
the unfortunate and the underprivi
leged, and those advanced in years, who
are unable for any reason to take care
of themselves. It is not necessary in my
opinion to transform our economic sys
tem or change our Government In order
to solve our social problems. This great
and mighty economy which almost chal
lenges the human Imagination in its pro
ductive capacity, scientific methods and
advancement, and the skill and ability of
Its managers and workers, and its great
achievements In mass Production, and
teams
nrae
fbute
hc
It has heaped upon our people, with its
Income of over $225,000,000,000 annually
Is surely able to provide guaranties
aanthrsi
n rvto
o hs
whons havedmade such weightyo contrhbu
wohv
aesc
egt
otiu
tions to its effectiveness, strength, vitalIty. and success.
The present bill merely seeks to ImPlerment the established social-security
policy which was first Inaugurated In
1935. The. basic law has been amended
on several occasions but It was only nat
ural that from time to time perfecting

rules, occupy a status not materially dif
ferent from those who are employees
under such rules,

given maximum play possible to the
energies and aspirations of the IndiviclUal; and, third, and of supreme I11-

measure further extends the coverage
of old-age and curvivors insurance by
adding approximately 11,000,000 Per

erage to Individuals who, although not
employees under the usual common-law

bodied in our Constitution; second, the
concept of free enterprise which has

amendments based on administrative
experience would have to be made. This
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said to lighten local arnd Strte burdens
sons to the 35,000,000 Persons now coyfor these purposes. This should improve
ered during the average week. Selfaid to dependent children and to the
employed persons, except farmers and
blind and surely that is a most desirable
other limited classes, numbering about
accomplishment. Federal aid for public
4,500,000 are included. Under certain
medical institutions caring for the aged,
circumstances almost 4,000,000 employblind, and permanently and totally disees of State and local governments may
abled recipients has been provided and
be covered by the bill and almost a milalso direct payment for medical care and
lion domestic servants. Employees of
extended child-welfare services,
nonprofit institutions, agricultural procGranted that some provisions of this
essing workers off the farms, Federal embill are controversial, granted that it
ployees not covered under any retirement
does not provide fullest possible coverage,
system, Americans employed by an
granted that it may require further perAmerican employer outside the United
fection and liberalization, nevertheless,
Sfates, salesmen, and other similar employees, in all numbering about another to those of us who believe in a fiscally
1,500,000, are also brought under the sound, well-rounded, comprehensive, humane social-security program it marks a
provisions of the bill. Because of adminstep in the right direction. It recognizas
istrative difficulties, farmers and agriculthe problems of our worthy and faithful
tural workers are not covered, but studand deserving veterans of American inles are continuing to work out feasible
dustry-men and women who have spent
administrative methods by which they
their lives, yes, I should say, who have
also may be covered and In time that will
given their lives, to the building and debe done,
velopment of the Nation. It assures
Another feature of the bill which will
that their fidelity and devoted service
be most appealing to the rank and file
will not be forgotten in their time of
of our people is the liberalization of
trouble and disability, and ad~vancing
existing benefits.
years when their meager savings are exThe average primary benefit which
now stands at approximately $26 a hausted after lifelong contributions to
their families. It asserts that this Namonth for a retired insured worker will
tion has found ways and means without
now be lifted to approximately $44.
Persons retiring after 1949 will have resort to collectivism or totalitarianism
but In the traditional democratic Ameritheir benefits computed under a new
can way of providing our citizens a deformula which, in substantial effect,
cent and secure future and protection
will approximately double the average
against privation and need.
benefits payable today. The computaIt is characteristic of Americans that
tion of average wage has been liberalized
and eligibility for benefits extended so we always seek to find a humane solution
for our great social problems. How
as to make it easier for workers to
much stronger, how much more vital and
qualify,
dynamic, how much more resistant to
Limitations on earnings of beneficithe intrigue of radicalism our Nation will
aries has been increased from approxibe when Its citizens are assured as by
mately $15 to $50 a month and, after
measures like this that our great business
75 years of age, benefits will be payable
regardless of amount of earnings from system and our Government working together hand in hand have found a digemployment.
Another outstanding featilre of the nifiled, adequate way to accord them that
which every worthy citizen of this great
bill is provision for permanent and total
democracy is entitled to receive-security
disability by which all persons covered
in time of adversity and want,
by the old-age and survivors program
Because I am satisfied that this bill is
will have protection against the hazard
based upon sound, humrane, progressive
of enforced retirement and loss of earnprinciples and is in the interest of all the
ings caused by permanent and total disability. This provision will relieve a people of the country as well as in the
interest of capitalistic, democratic, free
large number of helpless individuals
enterprise and free initiative, I gladly
stricken by adversity, sickness, and dis-~
ability so that they are permanently and support this measure and vote for its
totally disabled and therefore will be passage. It will, I believe, do much to
strengthen and vitalize our Nation and
most salutary in its results,
unite all our people against common enieIt is interesting and refreshing to note
mies which are working against democthat under the bill World War II veterans will be given wage credits under the racy at home and abroad,
Mr. DOUGHTON. Mr. Chairman, I
program of $160 per month for time
spent in military service between Sep- yield such time as he may desire to the
gentleman from New York [Mr. DOLtember 1940 and July 1947k,
It is essential that the fund out of LINGER].
Mr. DOLLINGER. Mr. Chairman, the
which social-security benefits are paid
Pr
be kept adequately replenished and solPrsident advised the Congress in his
venit and to that end the ',)ll establishes
message on the state of the Union on
suitable contribution schedules. It also
raises the total annual earnings on which January 5,. 1949:
The present coverage of the social-security
benefits would be computed and conlaws is altogether Inadequate, and benefit
tributions paid from $3,000 to $3,600.
payments are too low. One-third of cur
Expanded public-assistance and welfare services are authorized so as to pro- workers are not covered. Those who rend toallydisceive old-age and survivors insurance benevide or prmanetly
lts receive an average payment of only $28
andtotaly ds~'
videfor
ermaentl
abled needy persons and aid to the blind, a month. Many others who cannot work
The bill increases the Federal share Of because they are physically disabled are left
public-assistance costs and thus may be to the mercy of charity. We should expand
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our social-security program, both as to size
of benefits and extent of coverage, against the
economic hazards due to unemployment, old
age, sickness, and disability.
This Congress can no longer ignore the
pressing needs of the aged and dependent
families of our Nation. We now have
the opportunity to act on a bill to extend
and improve the Federal old-age and
survivors insurance system and to amend
the public-assistance and child-welfare
provisions of the present Social Security
Act. While I represent the Twentyfourth District of New York, the vital
question of social security affects every
region in the United States equally, and
I have thc entire country in mind when I
urge speedy passage of this bill.
In the 10 years which have elapsed
since the last major revision of the Social
Security Act took place, there have been
social and economic developments which
demand a revision of the law and the
granting of Increased protection under
It. Under our democratic system of
government, we should encourage a basic
social-insurance system which will be
fair to all.
As benefits paid are based upon con
tributions, the dignity of the older people
is preserved. If unable to maintain a
home, they can make contributions to
the household sheltering them. In ad
dition, such a system is an incentive to
the worker, as payments are based on
length of service and amounts contrib
uted. All this serves to increase produc
tivity and to help stabilize the economy
of our country.
It is admitted that present socialsecurity benefits are woefully inadequate.
The maximum benefits now being paid
do not begin to cover the cost of housing,
food, medical care, and other usual re
quirements of a human being. The
Present minimum benefits mean practi
cally nothing when we consider the high
cost of living.
Our older citizens who can no longer
earn a livelihood, widows, dependent
children, those Incapacitated, and the
blind, look to the Federal Government
for assistance. Authentic reports show
that Many More people reach old age
than formerly. In the past, grown
Children were able to take care of their
aged parents. Now, high rents, the cost
of food and clothing, high taxes, in
creased costs of medical and dental care
plus other expenses, have all changed the
picture. We find that sons and daugh
ters are now barely able to take care of
themselves and their own children, and,
as a result, the aged have no recourse but
to look to the Federal Government for
aid when they have no means of selfsupport.
The maximum amount provided in the
bill before us would give our older peo
ple the support, protection, and real secu
rity to which they are entitled. The dis
ability benefits, both temporary and per
manent, are also important considera
tions. Millions become disabled before
they reach the normal retirement age.
en ohl
rvd h
esol
Wesolpridthmantoep
those who are incapacitated and have no
resources to fall back upon in such times
of misfortune.
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In my opinion, old-age and survivors
insurance should be extended to all persons not now covered. This includes the
self-employed, farmers, farm workers,
domestic workers, members of the armed
forces, members of nonprofit organizations, and other employees. We know
that countless people reach the age where
they can no longer earn their living and
have no means of taking care of themselves. A program of social security to
cover them is vitally necessary, if we are
to take cognizance of the straits of hardship and difficulties in which they find
themselves. Social security should be
extended to include them,
The bill before us is a step toward this
goal. It provides coverage for an additional 11,000,000 workers not now taken
care of by our social-security programbringing the total of those covered to apProximately 46,000,000. As I stated before, our aim should be protection for all.
We have been helpful and generous to
suffering and needy people all over the
world. Surely we must not neglect our
own. We should work toward the expansion of our social-security program so
that it will truly provide what the present law incorrectly promises by its titleadequate social-security benefits for all
those who need assistance.
Mr. DOUGHTON. Mr. Chairman, I
Yield such time as he may desire to the
gentleman from Pennsylvania (Mr.
DAVENPORT].

Mr. DAVENPORT. Mr. Chairman, I
ask unanimous consent to extend my
remarks immediately after the remarks
of the gentleman from Michigan (Mr.
HOFFMAN] so that the People who read
can proceed from a dark, bleak night
into the clear sunshine of a better day
for our aged in America.
The CHAIRMAN. Without objection,
it is so ordered,
There was no objection,
Mr. DOUGHTON. Mr. Chairman, I
Yield such time as he may desire to the
gentleman from West Virginia [Mr.
STAGGERS],

Mr. STAGGERS. Mr. Chairman, I
am in favor of H. R. 6000 for many reasons, some of which are, that it is a
forward-looking piece of legislation desine
big t eae fmid ndscurity to many millions of people who
today are perplexed about the uncertainty of their future. It liberalizes and
broadens many provisions of the present
act.
I am particularly pleased that coverage Is extended to State and municipal
workers, something I have been working
for during my short time here in the
House of Representatives. This group
has been flagrantly overlooked in the
past.
This bill also corrects many mistakes
made in our previous social-security
legislation. One of these is especially
for the veterans and their dependents of
World War I and World War II.
In keeping with the Sermon on the
Mount we should certainly recognize the
fact that men and women to whomn
Providence has been kind have a responsibililty to those less fortunate in life. it
is a step In the right direction toward a

greater and fuller life and something

that will revive the hopes and dreams of
many millions of our citizens.
Mr. DOUGHTON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Oklahoma [Mr. MORRIS].
Mr. MORRIS. Mr. Chairman, while I
generally favor this bill. H. R. 6000, and
believe that it is a step in the right
direction, in regard to the old-age assistance feature of it, I sincerely hope that
the time will come in the very near future when we can repeal it and establish
an old-age-pension program to take its
place. I fully realize that the old-ageassistance program is far better than
nothing, yet it just simply is not right,
In my judgment, to subject the old folks
In our country to the regimentation to
which they are subjected under the oldage-assistance program. They should
receive a reasonable pension and should
be permitted to spend it as they please.
There should be no case workers checkIng upon them In regard to pension
money they receive,
In February of this year, acting in cooperation with a number of old-age-pension groups Including the American Pension Committee, the General Welfare
Federation, and other pension organizations, and other Members of Congress,
I introduced an old-age-pension bill,
H. R. 2620, and I sincerely hope that it
or some good old-age-pension bill will
be enacted by this Congress in the near
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miners, and steelworkers all have their,
pension systems. I certainly am happy,
to see these groups have reasonable
pensions, but I deplore the fact that
other groups who really need pensions
even more than they do, do not have
them. I know the stereotyped answer.
to this question and that is that those
who are now receiving pensions pay their,
own money Into the pension fund. The
facts are, however, that whether as pub
lic officials or as workers in private in-'
dustry, salaries and wages are raised
from time to time for the specific pur-.
pose of affording these persons a suffl
dlent surplus In income to pay into their
pension funds; therefore, the public'
generally, actually pays for these funds,'
as It works out in practice, I, therefore,
suggest that the only logical, reasonable,
and just solution to this problem is that
some kind of a reasonable tax be levied
against our whole society and that that
tax be placed in a special fund so that
every person when he or she,reaches the
age of retirement-and I Suggest 60
years as a proper age-if he or she Is
financially unable to take eare of him-!
self or berself, at least to the extent of
absolute essentials In life, that such per-'
son draw a sufficient amount of money, 1
as a pension each month, to, meet neces
sary wants such as food, clothing, and
housing. I believe that such person
definitely should not have less than $60

future. The gentleman from Pennsylvania [Mr. VAN ZANDT] was selected to
take the lead on the minority side and I
on the majority side In' furtherance of
H. R. 2620. To date 126 of our colleagues
In the House have joined us in signing a
friendly petition to the Ways and Means
committee requesting favorable action in
regards this bill. I truly hope such
favorable action will be taken soon. I
sincerely believe that everyone would,
after such program should be put in
operation, be Pleased with it. It would
be simple, direct, reasonable, Just, and
fair to all of our people. However, I
certainly am not wedded to any one idea
in regard to old-age pensions and I shall
be happy to support any good old-agepension bill regardless of who the author

a month to meet such needs.
Mr. DOUGHTON, Mr. Chairman, I
yield 10 minutes to the gentleman from
Texas [Mr. COMBS].
Mr. COMBS. Mr. Chairman, I think I
can condense my remarks into less time
than has been so generously granted me,
In fact, I would be glad simply to put
some remarks into the RECORD, except for
the fact that reference has been made
repeatedly during the debate, and fears
expressed by some, that that feature of
title II which permits the totally and
permanently disabled to draw benefits is
a dangerous thing, that it is unwise and
will make 'a drain upon the insurance
fund. I want to make a few observa
tions about that.
However, before I go into that, let me

R. R. 2620 provides, in substance, for
the payment of $60 per month pension
to our citizens who are over the age of
60 Years and who are not earning enough
money to be required to file a Federal
Income-tax report. In other words, it
provides for the payment of $60 per
month to those in our society who have
reached the age of 60 Years and who are
In the very low income brackets when
they apply for It. These Payments
would be uniform throughout the United
States regardless of where the applicant
should reside, It would be a Federal
pension,
I cannot, for thte life, of me, see why
pension payments should be provided
for only certain classes of our society
and more especially why those, generally
speaking, who need It most should be left
out. Those who need it most do not have
It and yet those who need it less do have

on Ways and Means, it has been a reve
lation and a greatt pleasure to me to see
the earnestness with which Members,
many of whom have been members of
that committee for a long time, tackled
this intricate and complex problem last
spring, and the earnestness with which
they worked the bill out, section by sec
tion and line by line, as representatives
of the American people. I have a high
regard for every member of the com
mittee. I do not agree with every pro
vision of the bill, but I do believe -that
on the whole it is a sound constructive
measure.
The old-age and survivors Insurance
provisions of the bill set forth in title II
do add a new category entitled to draw
benefits, the totally and permanently dis
abled. Some Members have expressed,
as I have said, considerable concern
about this provision. In the first place,
It has been suggested that this benefit is
a radical departure from the whole con

is.sasanemmbrothCmite

It. In other words, groups such as Congressmen, members of the Supreme
Court, civil-service employees, coal

cept of old-age and survivors insurance.
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Of course, it must be admitted that It is
a marked extension of the benefit: in that
a totally and permanently disabled person who is covered by the insurance provision of this bill and has contributed to
it would be able to begin drawing benefits
before he reaches the age of 65. Thus,
In his case, his total and permanent disability and not the fact of his age would
be the determining factor. As pointed
out by the gentleman from Tennessee
and others who have preceded me, the
concept is that when the covered worker
becomes totally and permanently incapacitated, is no longer able to earn anything, that he is retired from the field
of labor and he should be permitted as a
contributor to the fund to draw his benefits from the fund he has helped to build
up and not compelled to accept a gratuity from his Government. It extends
the field of benefits but it is not a departure from the idea that it is a retirement
benefit in a very true and real sense.
Now the Re2publican proposal recognizes that fact and the need for providing for the totally and permanently
disabled. But minority Members propose to do it by making the permanently
disabled eligible for benefits under public assistance only. Thus the permanently disabled person, who may have
been a steady worker and a contributor
to the insurance system for many years,
would be denied, through no fault of his
own, the privilege of drawing benefits
from the fund to which he had paid and
compelled to accept a gratuity. It
seems to me only just and humane
treatment of the totally and permanently disabled worker. And as I shall point
out it will make no dangerous drain on
the trust fund-shall be permitted to
receive his benefits from the fund to
which he has contributed and to receive
it as a matter of right and not as a
gratuity.
Fear has been expressed that includIng the totally and permanently disabled among those who may receive retirement benefits will open up a field for
abuse and which may have the effect
of making a severe drain on the trust
fund. That question was given very
connetinthteveryI
inrog
sthatbyth
thatICo.nMr.iChairmanewill
may say
th
sthdisdbi ivlngrextend-f
purovsio Ins
graeto
the
ntinn
tures washstudied with
thetrsfud
carvenwit an vinewrt ofmaniig
permaand
totally
the
making
in
And
nently disabled eligible for benefits the
committee wrote into the bill every reawat t pont ut
sonblesafguad.
what these Provisions are,
DEFINITION OF DISABIITY

First of all, the definition of total and
permanent disability Is very strict;
namely, inability to engage in any substantiallY gainful activities by reason of
any medically demonstrable physical
or mental impairment which is permanent. In addition blindness is recognized as permanent and total disability,
Thus the definition requires not merely
total disability but It must be permanent as well. Further it requires not
disability for the individual's usual occupation, but rather disability. for any
Finally, this definition
occupation.

would not Include doubtful cases of
aches and pains, only disability which
can be medically demonstrable,
There are a number of insurance programs in force already in this country
which are operating successfully under
much less strict provisions than provided
in the pending bill. For instance, the
civil-service retirement program under
which many Members of this House are
covered requires only disability from the
usual occupation. Also the Railroad Retirement system has disability be- efits
available on the basis of the usual occupation. The insurance prcgrams under
tMe Veterans' Administration, namely,
national service life and United States
Government life insurance likewise have
tic et
disability benefits available,
But in addition to this verysrcdenition of total and permanent disability,
additional safeguards are provided in the
bill as follows:
First. Periodic reexamination: Just as
in other insurance programs which provide disability benefits, the pending bill
provides for reexamination of disaofiiity
at necessary intervals so as to determine
whether the disability still exists and is
perimanent and total in nature. It is
recognized that medical science is not an
exact science and that the physician's
prognosis is subject to error. This provision for reexamination of disability is a
necessary and desirable safeguard in the
event that any errors are made in the
original determination.
Second. Waiting period for disability
beniefits: Under H. R. 6000, individuals
will have to wait at least 7 months after
they are actually disabled before they
receive their first benefit check. This
period will give a fairly definite, although
not conclusive indication as to whether
the disability is actually total and pex 
manent. It may be pointed out in this
connection that once again the start
made In disability benefits under civilservice retirement and railroad retirement do not have any wal'ing period
whatsoever .merely

where In the neighborhood of $50 per
month. Under the other insurance pro
grams which are being administered suc
cessfully by the Federal Government av'
erage payments can run as high as $144
per month under railroad retirement
and to as much as $400 per month under
civil-service retirement.
COST OF ADMINISTRATION

It has been argued that the introduc
tion of disability benefits in the socialsecurity program would rec-uire a vast
horde of doctors and technicians and
even hospital and medical centers to ad
minister its provision. In that connec
tion it has been pointed out that under
t-he Veterans' Administration prozram
very large medical and hospital sts ifs
and facilities are maintained. The ad
ministration of the total and permanent
disability of the pending bill would re
quire nothing of the kind. It is contem
plated that there will be relatively few
doctors employed full time by t'he Social
Security Administration. Rather the
determination of disability will be made
by selecting local doctors in various cities
and towns throughout the land, and they
will receive payments on a fee basis.
The few doctors in full-time Federal em
ployment will review the determination
of disability made by local doctors soas
to ascertain that there is consistency
and accuracy of determination of disa
bility. The ascertainment of total and
permanent disability, which is physical
ly demonstrable, is a relatively simple
matter.
Now, the Veterans' Administration is
required to maintain a large staff of doc
tors and hospitals and medical facilities
because under the various veterans' pro
grams determination must be made not
merely of total and Permanent disability,
which Is a relatively small part of the
work required, but also of various partial
disabilities and the percentage thereof.
That program Involves determination as
to whether or not the disability is serv
ice-connected and determination not
of temporary or total disability,
but if there is not total disability it is
SIZE OF BENEFITS
Another safeguard against undue necessary to ascertain the percentage
drain upon the trust fund lies in the If It Is less than total. Even more im
portant than this, however, is the fact
limited-be~nefits provision.
that under the various veterans' pro
Mr.
grams the disabled individuals must be
the gentleman yield?
Mr. COMBS. I yield to the gentleman furnished medical care of a continuing
nature rather than a single examination
from West Virginia.
for the payment of periodic cash Pay
Mr. HEDRICK. Will the family phyAIFNGODTON
ments.
sician make the examination, or who will
make it?QULFIGCNTOS
Now, let us notice the qualiiying con
Mr. COMBS. I will get to that In just
which the totally and perma
ditions
a moment.
of benefits must
It is recognized that one of the gen- nently disabled recipient
to
eral principles of the old-age and sur- meet in order to qualify. In order
benefits under H. R.
vivors insurance system Is to Provide de- receive disability
utso
ialdidvda
60 h
pendents' benefits. But the Ways and
utso
60 h ialdidvda
Means Committee felt that a conservative start was desirable for disability both recent and substantial covered embenefits. Accordingly in H. R. 6000O ben- PlOYMent. In order to be insured the
efits are payable only to the disabled worker must have 5 years of substantial
worker and not to the dependents, so, covered employment out of the last 10
that the amounts involved would not be years and also 1 Y2 years of such employ
ment out of the last 3 years. These two
so large as to possibly encourage malingering in some Instances. The minimum tests will assure that disabled workers
disability benefit will be $25 per month will have actually participated in covered
and the maximum payable for the next employment for a reasonable length of
few years will be about $75 per month, time before their disability occurred and
with the average payment being some- also during a period which is reasonably
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close to the time when they were disabled.
COST

Now ,about the cost. The disability
benefl' s provided in H. R. 6000 have been
estimated to cost 0.5 percent of pay
roll on a level premium basis. Since
this is a new program with no positive
experience in regard to disability, especially considering the strict and conservative provisions which we have incorporated, I would be the first one to
aff-irm that the cost estimates cannot be
exact. The minority claims that the
cost might well go as high as 0.7 or 0.8
Percent of the pay roll, and I will consent that this is possible, but on the
other hand it is Just as possible that the
cost may be as low as 0.3 percent of pay
roll. At any rate in a system costing
about 6 percent of pay roll on a level
Premium basis, and it can hardly be
expected that a good old-age and survivors insurance program of any type
could be provided for much less than
this, if the cost were lncreased by 0.3
percent or even 0.4 percent of pay roll
due to disability benefits the system
would be in no financial danger. This
is not a cost which will come upon us
suddenly, but rather is one which will
'develop gradually. We can take appropriate action to remedy any new situation when it arises and further perfect
this provision in the light of experience.
The fear of a dependent old age troubles millions of our people. The urge to
provide against being dependent uponl
others is universal with normal, selfreliant people. This bill will make It
possible for at least 11,000,000 more
Americans to provide against a dependent old age. It is a sound bill and I
hope we will pass it by a large vote.
Mr. JENKINS. Mr. Chairman, I yield
myself such time as I may need.
Mr. Chairman, I should like to make a
statement with reference to a matter
tht
hikha
ntbendicusd s
ofth
yeat In thendeate Inothee divsionse
motntey peaidto. old-age penisioners, the
total pamoun to bl-ae pai ytensGovern-th
to ndiidua wil nth boerinmea aont any
mentto
wllnyntndiidul
b in
creased under the bill under consideration, but the formula has been changed
in such a way that I do not approve of
it but I cannot help myself very much.
Here is one reason why I cannot approve
it. Eight States that now pay less than
$25 a month to old-age pensioners will
get from the Federal Government $75,OCO,000 without necessarily paying 1 cent
for it. Those States are Alabama, Arkansas, Georgia, Kentucky, Mississippi,
North Carolina, South Carolina, and
Tennessee.
Mr. MILLS. Mr. Chairman, will the
gentleman yield?
Mr. JENKINS. I yield to the gentleman from Arkansas.
Mr. MILLS. Will the gentleman explain to the House whether or not the
motion to recommit to be offered by the
Republican side will change that in any
respect?
Mr. JENKINS. It does not,
Mr. MILLS. The motion to recommit
will be the same as the House bill,
Mr. JENKINS. These States I have
named will take their $75,000,000 and
will not be compelled to pay a single cent
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I am in favor, however, of covering
all Persons in the United States under
the insurance program. I believe that
our objective must be an insurance sys
tem that will cover every single individual
who works for a living, whether he is a
farmer, an agricultural worker, a selfemployed businessman, or professional
person, or domestic employee.
The monthly benefits of the Insurance
system are liberalized in H. R. 6000. I
believe that when the new benefits are
explained to the farmers, the agricul
tural workers, and the professional peo
ple of the country they will want to share
in these benefits along with others. One
of the major reasons why there has not
been more widespread demand on the
part of farmers and farm workers for
coverage under the Insurance system is
that the benefits have not been explained
In detail to them.
Many people think that the program
provides for the payment of insurance
benefits only to individuals when) they
reach age 65 and retire. But the exist
ing law also provides for the payment of
insurance benefits to widows, orphans,
and dependent parents Y-;hen the bread
winner in the family dies. The new bill
not only liberalizes the old-age insur
ance benefits but also liberalizes the
benefits to widows, orphans, and de
pendent parents. It extends the pro
visions which pay a lump-sum burial
benefit to many more persons. It also
provides for the payment of regular
monthly insurance benefits when an
Individual Is permanently and totally
disabled.
When these benefits are explained
fully to the people of the country I know
that practically everyone will want to be
covered under the program.
At the present time the insurance
benefits average only $25 a month for a
esn
h
srtrd
snl
lel
about $40 a month for a retired man and
his wife; about $50 a month for a
important bill; it is long overdue,
The present social-security benefits are widowed mother and two children; and
hy
about $23 per month for each orphan
ndqaeta
sosoknl
should have been increased at least 5 child. These benefits are completely in
h il
h rsn
ie
dqaea
years ago. As a matter of fact, socialadequat at00thcreasent time.sTe befitall,
seuriy bnefis wre oo ow henthe
shedn
HlR.g6000,lineassteebnft.l
ablow
prseurty benefitrts weretoo
present enefitfateseweerestabishedantalongvhesline
h eyIpratpoiin
13.Oeo
in the bill is that wages of an individual
I am going to support H. R. 6000. It
Is far better than the bill advocated by will be counted up to $3,600 instead of
the Republicans which would cut down only up to $3,000 at the present time in
the benefits proposed in H. R. 6000. Yet determining the benefit rate. This will
enable individuals to get higher benefits
I must record my firm conviction that
even the benefits in H. R. 6000 are not than they can at the priesent. I strongly
favor increasing the wage base up to
adequate. They should be increased still
further. It is my hope that when this $4,800 as President Truman recoinbill Is finally written into law it will mended. This would permit still higher
retirement, widows and orphans, and
cover more persons and contain improvedisability insurance benefits than under
ments all along the line,
the bill. I am strongly opposed, how
H. R. 6000 deals primarily with the
ever, to the provisions in the Republican
Federal program of old-age and survivors insurance. This is the program Iin bill which would decrease the benefits of
which workers now contribute 1 percent H. R. 6000 by providing for a continua
tion of the present wage base at $3,000.
of their wages and employers also conThe Republicans are completely out of
tribute 1 percent of their pay rolls to an
Insurance fund. Under the present law line on this point with the recommenda
tion made by an overwhelming majority
most workers in industry and commerce
of the Senate Advisory Council on Social
are covered under this insurance system,
Security which recommended $4,200.
But some 25,000,000 individuals are still
H. R. 6000 contains a very important
excluded under the program. H. R. 6000
new benefit which will be of great value
covers about 11,000,000 additional Iindividuals. This is a very important and to thousands of families in every part
of the country. I am referring to the
very worth-while improvement.

more than they pay now. All of this
amount will be paid by other States.
There is another fact with reference to
this matter that is important. Most of
the Northern States pay more than $35
per month to their aged. Any State that
pays more than $35 per month will be
paying $2 for every $1 it will receive
from the Government.
This bill is a Santa Claus for some
States, while the other States pay the bill.
So that we may have a clear idea about
this matter I am inserting here the formula in the present law and the formula
in the bill under consideration.
Under the present law the payments
are made as follows: Three-fourths of
the first $20 and one-half of the remainder. If a State wishes to pay a maximum of $50 the Federal Government will
advance three-fourths of $20 which Is $15
and one-half of the remainder of $30
which will be $15, making the Government's part $30 and the State's part $20.
The formula under the new bill will call
for the Government to pay three-fourths
of the first $25 which will be $20. Then
the Government will pay one-half of the
next $10 which will be $5 and one-third
of the remainder which will be $5. This
will have the Government paying $20
plus $5 plus $5 which will be $30. The
State will pay $20. A State which is paying $25 or less wiil get $5 without paying
anything.
Mr. DOUGHTON. Mr. Chairman, I
ask unanimous consent that the gentleman from Washington [Mr. MrTCHELL]
may extend his remarks at this point in
the RECORD.
The CHAIRMAN. Is there objection
to the request of the gentleman from
North Carolina?
There was no objection.
r.Camnte
M.ITHL.
biLL, Hr.R.ai6000, whic
socal-ecuITyC
we are discussing here today, is a very
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Provision for permanent and total disability Insurance benefits. At the present time If an Individual shoulid become
permanently and totally disabled at age
35, 45, or 55 he cannot draw anything
from the Insurance system until he
reaches age 65. Of course, many people
who become permanently and totally
disabled do not live to age 65. Many
persons exhaust all their savings, have
to sell their insurance and their home,
and have to either ask for relief or become dependent upon their children or
private charity. One of the finest provisions in the entire bill Is that section
which will enable permanently and
totally disabled persons to receive insurance benefits during the period of their
disability,
To receive the disability benefits an
Individual must be insured under the insurance system for at least 5 years. If
he is permanently and totally disabled
for at least 6 mtrnths he can receive insurance benefits. These provisions, and
other provisions In the bill, amply safeguard the program against abuse. Benefits to permanently and totally disabled
persons are now included in the civilservice retirement plan, the congressional
retirement plan, and the railroad retirement plan. The Congress has provided for perilanent total disability
benefits to veterans and to Federal employees who become disabled in the course
of their employment. Many State and
local retirement plans Include provisions
for permanent and total disability Insurance. Moreover, a great many of the
private retirement plans set up by employers or set up under collective bargaining provide for the payment of benefits In case of permanent and total dis-~
ability.
On the basis of all this experience,
It Is both fitting and proper that we
should now extend the same protection
to all of the Workers of the country who
are covered under the social-security
program.
H. R. 6000 also contains some very
Important provisions which will help to
improve existing programs for needy
persons. The bill provides for Increased
Federal grants to the States for public
assistance to needy aged, the blind, and
dependent children. It also Provides for
the first time Federal grants to the States
for payments to needy individuals who
are permanently and totally disabled.
According to the estimates made by the
Committee on Ways and Means the
roisinsofth bll
pubicasisane
publicassis
addpoitional $256,000,000
26000
will provide an adtoa
a year to the States to help needy in
dividuals. At the present time the Federal Government is already making pay-.
ment to the States for this purpose of
well over a billllon dollars a year. The
States themselves are spending a total
of close to a billion dollars from their own
funds. The total Federal, State, and
local expenditures for assistance to needy
individuals is therefore running in excess
of $2,000,000,000 a year.
This tremendous cost is going to continue to, mount year after year unless
we take steps now to provide a comprehensive and adequate insurance program
which will make it possible for Indi-
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This amendment simply changes that
provision. When this amendment be
comes law, the welfare office must make
known these facts about the crime of
child desertion to the prosecuting officer
of the local community. This then per
mits local law-enforcement officials an
opportunity to act before parents, who
abandon and neglect their children, can
escape from the jurisdiction of the local
law-enforcement agency.
I want to call Your attention again to
the fact that, despite the fact that the
aid-to-dependent-children program Is
one of the finest and most needed of all
our welfare activities, It still is being sub
jected in constantly increasing numbers
to the more despicable type of abuse,
The rolls of dependent children are growIng almost hourly, and investigation
shows that a large part of this increase
can be charged directly to the fact that
we have too many parents who deliber
ately and maliciously shirk their duties.
It Is true, of, course, that we have
laws in every State against the crime of
desertion of children. But most of these
counties are limited in funds and other
facilities for enforcing these laws, because
in far too many cases the parents who
commit the crime of abandonment skip
the country and escape the consequences
of their acts.
Very careful Investigations reveal that
at least 35 percent of the rolls have been
created by the children of parents who
could and should support their children,
but who will not do qo. I favor putting
such parents In jail, and I favor giving
the child the benefit of the doubt so that
our relief program In no way is denied
those who need It-whether the need
come from neglect or otherwise. But I
think we are entitled to see to It that
parents who shirk their duties pay for
their crimes against their children, as
well as against society. To do otherwise
means that we are, through our childwelfare program, actually subsidizing the
breaking up of many of our American
homes.
In two counties In my State, county
prosecutors went into court and obtained
orders compelling the welfare agencies to
make their records on child-desertion
cases available. The results in both in

viduals to have insurance protection
against the major hazards of life,
H. R. 6000 is another. step forward,
even if a modest one, in the march of
social justice and fair play for the people
of the United States. Time after time
the American people have expressed
themselves as being In favor of social
They have favored the Imsecurity.
provement of the Insurance benefits.
They have indicated that they are willing to have a national plan that will cover
everybody not only against old age and
In case of premature death, but also
against the terrible risk of becoming dependent upon charity due to permanent
and total disability.
I believe that the American way Is
the way of social insurance. I do not
share the view of those who say that
when we adopt this bill or when we improve social security we gre taking another step In the direction of state
socialism. I believe that the American
people ha~ve a right to expect that govermient will help them to insure against
the major hazards of life. The socialinsurance program that we are discussing today Is not a "something for nothing"
program. Workers and employers both
contribute for their insurance benefits,
and they will receive the benefits as a
matter of right without being subjected
to a humiliating needs test.
Mr. DOUGHTON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Oklahoma [Mr. STEED],
Mr. STEED. Mr. Chairman, In the
few minutes allotted to me I will address
my remarks to a single provision in H. R.
6000, although I will say at the outset
that I intend to vote for this bill. I think
it reflects an outstanding Job on the part
of the Committee on Ways and Means.
In particular I want to express my appreciation to the committee for the consideration It has given to this one point
in which I have such an exceptional
Interest-the child-welfare section. I
could not let this opportunity pass without again expressing my thanks for the
kind way in which the committee permitted me to present my views during
the hearings and In the attention It gave
to an amendment I proposed,
This amendment is now contained in
tt
tle III, section 321, subsection `b," on
page 1715 of the bill, under subitem io.
It reads as follows:
(10) Provide for prompt notice to appropriate law-enforcement oflcials of the furnihing of aid to dependent children in
respect of a child who has been deserted or
abandoned by a parent.

stances have been startling. So many
cases were found that justified the filing
of charges that in one county alone more
than 30 families were taken off the rolls
-because the recalcitrant parents were
forced back into the support of their
own families. One single case has al
ready resulted In the saving of more than

Under the present law, because the
records In the welfare offices throughout
the country are confidential, It is not
Permitted for the welfare workers to
make known to any law-enforcement
agency or official any evidence of the
crime of child desertion that might come
to the attention of these welfare workers,
Personal contact and Investigation has
revealed to me numerous instances
where the welfare workers needed the
aid of the law-enforcement agencies to
forestall misuse and chiseling on welfare
funds, but the rule on confidential files
prevented them from getting It.

$1,000 this year. It should be Pointed
out that this method was not made nec
essary by the welfare officer, but by the
law.
When these cases were taken off the
rolls, the welfare offices then had more
funds to be given to those children actu
ally In need. Today, the rolls are so
heavy that funds are not sufficient to
give the aid to the most deserving chil
dren that they should have. Only by
forcing these chiseling parents. to care for
their own children, as the law and com
mon human decency dictate, can we
hope to have sufficient funds remaining to
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carry on the Work for Which this fine
program was intended,
It Is silly to know that under our present law we prohibit two of our governmental agencies-the welfare office and
the prosecuting attorney-from cooperating together to punish parents who willfully abandon and neglect their children.
But It Is true, nevertheless, and this
amendment is designed to correct the situation.
There are many other steps we need to
take to deal with the whole problem of
child desertion, but this amendment is a
simple and reasonable one, and should be
speeded Into law,
Odd as it seems, the very protection the
Confidential nature of the welfare recOrds was Intended to give to the recipients of aid has become the one big loophole through which this sordid, despicable abuse of our chlild-welfare program
has developed. I know every Member of
this House agrees with me that we are
Justified In taking every means at our
command to see to It that the ablebodied parents of this country take care
of their own children, or suffer the penalty of the law if they fail to do so.
Mr. DOUGHTON. Mr. Chairman, I
yIeld 10 minutes to the gentleman from
Ohio [lMr. YOUNG].
Mr. YOUNG. Mr. Chairman, I ask
unanimous consent to proceed out of
order for 3 minutes.
Thfe CHAIRMAN.

Is there objection

to the request of the gentleman from
Ohio?
There was no objection.
Mr. YOUNG. Mr. Chairman, last Friday, the Junior Senator from Ohio, addressing the Federation of Republican
Women at Columbus, Ohio, said:
We must get rid of this bureaucratic power
that is beating American citizens into serfdom.
Six months ago he and other adminIstration critics were denouncing the
"Truman depression." Remember? They
have now abandoned that issue. instead they talk about serfdom and statism. In politics from time to time we
get new words and new slogans. Before
the War Between the States there was
a Political slogan "Fifty-four Forty or
Fight." Along in the 1880's there was
another, "Rum, Romanism, and Rebellion." Now It Is serfdom and statism, a
word you will not find in -your dictionarY. These same people, Including
Ohio's Junior Senator, shouted socialism
16 years ago when we proposed legislation to guarantee bank deposits. They
said relief Is a local Problem. Later they
denounced social security, and price supports for our farmers as Creating bureaucratic power and as socialistic,
The statesman who said in 1932 that If
Franklin D. Roosevelt were elected PresIdent "grass would grow in the streets of
every city," recently said "we are on the
last mile of collectivism," and now Ohio's
Junior Senator says that American Citzens are being beaten into serfdom,
Liberty has in fact been under attack
In Europe and Asia and has been lost in
many lands. What liberties have we lost
In the United States Of America? Do we
not have the liberty of free speech, the
right of peaceful assembly, the liberty of

religious freedom? Surely our citizens
are In possession of all liberties they
ever enjoyed. To those liberties your
Congressmen who truly represent the
people Intend to add the assurance of security for the aged and dependent. This
Is an expansion of liberty,
We have been told that we are American citizens beaten Into serfs now on
the last mile to collectivism. Well, If we
are on the last mile, who started US on
the first mile? I would like to ask Ohio's
junior Senator and others who talk about
statism to go Into the cities or farms of
this Nation and tell the people If they
are in favor of withdrawing price SUPports, eliminating soil-conservation and
rural-electrification programs, If they
propose to repeal guaranty of bank deposits, social security, minimumn-wage
legislation, unemployment Insurance,
and low-cost housing?
Now, having imbedded this In the
liquid amber of my remarks, I proceed
to discuss two Important aspects of the
social-security bill.
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Mr. Chairman, In view of the great interest throughout the country at present
hi the establishment of private-pension
plans through collective bargaining, I believe it important to consider for a few
minutes the relationship of old-age and
survivors insurance to such private-pen-

system and a logical supplementation In
such Industries as can afford somewhat
more than mere basic protection. The
time is ripe to develop such a reasonable
course of action by strengthening and
making more adequate the social-security
system, so that any supplementary plans
being developed will have a sound floor
upon which to build.
Moreover, a basic floor of protection is
needed because of the traditional mobil
ity of American labor, not only from comn
pany to company but also from industry
to industry so that even Industry-wide
systems will not solve all of the problem.
As an evidence of this mobility, consider
the fact that under the old-age and sur
vivors Insurance system, about one-third
of those covered work in more than one
covered Industry during a single calendar
year. Even in such an Industry as coal
mining, which is often thought of as hayIng little mobility, about 20 percent of
those whose employment in 1945 was In
this industry had worked In another In
dustry during the year.
Considering all this mobility during
the course of a single year, there must be
a tremendous amount over the course of
a working lifetime. Therefore, of pri
mary importance Is the establishment of
an adequate social-insurance program
for all workers before we consider the es
tablishment of necessary and desirable
company plans or industry-wide plans.

Under the present old-age and survivors Insurance system, the monthly beneftt which a retired worker receives is only
about $25. Viewed from any angle, this
amount is inadequate to supply even the
minimum needs of a worker who may
have some small savings and who may
own his own home. Organized labor has
pointed this out for a number of years.
and I think it might also be said that all
students of social insurance in this country agree. At~the same time that organized labor has been advocating an increase in benefits through social insurance, it has also attempted, with some
success, to obtain additions to social security through private pension plans,
union health and welfare plans, and so
forth.
If social-security benefits are contin.
ued at the Present inadequate amounts,
there will be a growing and perhaps overwhelming demand by the most highly organizecd Parts of labor for substantial
supplementary benefits. while such addlition Is very desirable, to some extent, it
does raise the difficult problem that If all
efforts are stressed In this direction, the
general level of social-security benefits
may be far too inadequate. Thus, many
portions of labor, which are not as highly
organized, or are not as persuasive In
their demands as other segments of labor, will receive only the inadequate
social-security benefits,
In equity to all Portions of labor, there
should be at least fairly adequate socialsecurity benefits first, and any supplementary benefits should be built on top
Of that system. Otherwise there Is likely
to develop an uncontrolled competitive
race among the most highly organized
groups of labor, rather than an orderly
development of both the social-security

Another problem which is deserving of
consideration and remedial action Is that
of my comrades of World War II.
Under present law, veterans of World
War II are under a distinct handicap be
cause their military service has the effect
of reducing their average monthly wage
on Which benefits are based, and also
some extent their chances of being Into
sured. The social-security amendments
of 1.946 did make stopgap protection
available for those who died within 3,
years of discharge, but nothing was done'
on a long-range basis,
R.R. 6000 takes care of this problem in
a manner which is extremely fair and
equitable and which has been urged by
various veterans' organizations. This
problem is solved by giving every World
War II veteran credit for wages of $160
for each month of military service. This
amount of $160 is a reasonable amount
and certainly reflects not more than the
average wage that such young workers
might have received if they had not gone
Into military service.
No special benefits are really being
given these veterans, but rather the dis
advantage which was imposed upon
them Is on the whole being lifted. The
cost of these wage credits will be paid
from the General Treasury from time to
time as additional benefits arising there
from come due. In the great majority
of Instances this will be many years from
now, but there is one very important
group which will be affected materially
and immediately, namely, the widows
and orphans of men who died in service.
In these cases wage credits are given for
each month of military service, just as
for veterans who survived the war. In
many cases such widows with young
children are now receiving old-age and
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survivors Insurance benefits even though
they May be somewhat reduced because
there were no wage credits during milltary service. Although this situation Is
somewhat inequitable, there Is another
Problem which the bill corrects in regard to men who were covered under
the social-security program when they
entered military service, but, because of
being on active duty for a considerable
period before their death, lost their Insured status. Also, many other veterans
had almost acquired insured status and
would have done so if they had not entered the service of our country.
For example, consider a man with a
wife and two children who had been in
covered employment at $160 per month
for 3 years from age 21 to age 24 when
he entered military service in 1940. If
he died in service, he would have lost his
insured status under the present act.
Under the provisions of this bill, his wife
and children will get a monthly benefit
of about $115 as long as the children are
under 18. Even if he had died before 3
years of service his survivors are penalized under the present law because his
average monthly wage was reduced because of his military service. Thus, if he
had died after 2 years of military servIce, his family would now receive about
$44 per month in contrast with the $57
they would have received if he had not
entered service, and with the $115 under
the bill-part of the increase being due
to the more liberal benefit formula and
provisions of the bill,
In all of the cases described previously,
the granting of wage credits for military service will either increase benefits
or make benefits available, just as if
these young men had not answered the
call to the colors. No one can deny that
these survivors are rightfully deserving
of these benefits which we today propose
to vote to provide.
Mr. COOPER. Mr. Chairman, I Yield
such time as he may desire to the gentleman from Pennsylvania (Mr. RHODES].
Mr. RHODES. Mr. Chairman, I consider this legislation the most Important
to come before the Eighty-first Congress.
it is vital to the millions of Americans
who rightfuily look to their Government
to enact sound social-security legislation.
Surely a Nation so rich as ours can well
afford a minimum of security to Its aged
and disabled People.
The enactment of this bill, H. R. 6000,
is also of great importance to the prosperity of the Nation and to the strength
of our economy. It will help improve the
Nation's health standards and the moral
fiber of our people. It will provide a
mighty and effective barrier against communism.
Improvement of the social-security law
is long overdue. In almost 15 years since
the inception of the law, no substantial
improvements have been made. Last
year a step backward was taken by the
Republican-controlled Eightieth Congress when it removed three-fourths of a
million people from under coverage of
the Social Security Act,
Since the law was enacted in 1935 living
costs have soared. Wages and profits
have mounted steadily. It can be readily
seen that benefits under the Present law
are disgracefully low and inadequate,

This bill is not as liberal in its benefits
as some of us would like it to be. The
age requirement for benefits remains at
65. This Is too high. Even today many
workers over 40 years of age are turned
down when seeking employment because
they are too old.
The coverage should be much broader
so as to Include farmers and professional
workers. But this bill does mark a great
step forward. It will bring 11.000,000
additional people under the protection of
the Social Security Act. That means
that about 42,000.000 of America's workIng people will have some insurance
against want and despair in their twilight years.
It will boost benefits about '70 percent
for the 2,500,000 people already retired
and about 80 percent for Insured persons
yet to retire, or to their survivors if they
die.
The bill also liberalizes and substantially increases Federal aid to States
granting public assistance to needy people who are not covered by the insurance
program.
Disabled persons under this bill would
benefit immediately. They would not
have to depend upon the uncertainties
of charity until reaching the age of 65,
as required under the present law.
I regret that greater consideration was
not given to old people and to the disabled not covered by the Insurance plan,
In many States, Including my own rich
State of Pennsylvania, public-assistance
laws are disgracefully inadequate. Many
old people suffer from want and from
mental agonies because of the policies
which govern relief payments.
Many old people suffer rather than to
force payments from married children
whose incomes are not sufficient to cover
their own family needs and plans for education of their children,
The age requirements for public assistance under many State laws, as in
Pennsylvania, should be lowered. The
means test should be discarded,
I trust that the Increase in Federal
grants to the States as proposed in this
bill will help In bringing about a more
decent and just policy in the payment of
public assistance In the various States,
Despite objections, this bill if enacted
will mark a great triumph for the American people. It Is the very heart of the
great liberal program promised by Presiident Truman to the people of the Nation
last November.
This Is the center of the target which
the opponents of social progress call welfare state legislation. It has been vigorously opposed In a psychological war by
reactionaries who carelessly toss around
scare words to frighten the American
people.
Behind the scenes the real fight has
been waged to kill or cripple this legislation. For many months it has been In
at House committee,
Lobbies, like the Committee for Constitutional Government, fronting for
selfish reactionary groups, carried on a
very costly and extensive campaign
against this so-called welfare-state -legIslation.
But In spite of all the money and
propaganda used to frighten the people
and to smear, discredit, and kill this leg-
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Islatlon, I have confidence that the bill,
H. R. 6000, will be approved by an over
whelming vote.
It will be most Interesting to watch
the votes of those who so loudly shout
about the dangers of welfare state leg
islation. If there is any welfare legis
latiomn before Congress, this must be it.
Mr. COOPER. Mr. Chairman, I yield
to the gentleman from Alabama [Mr.
ELLIOTT] such time as he may desire.
Mr. ELLIOTT. Mr. Chairman, I rise
In support of H. R. 6000, to amend the
Social Security Act, which bill is de
signed, in my judgment, to meet in part
a great need of the American people for
security in their old age.,
I hope that this bill will be passed
by the House of Representatives this af
ternoon and that shortly it may become
the law of the land. I say this not be
cause I think this bill meets all pressing
needs for security for the aged people
of this country, but I do f eel that It
Is a step toward the goal of working
out a reasonable security for the oldier
citizens of this country. The nee4 for
this or similar legislation Is very great.
When the first social-security law was
passed In 1935, it was thought that if the
beneficial provisions of the act were sup
plemented with what we call old-age as
sistance, administered by the various
States, that the social-security system
would within a few years come to be
a good system. But, Mr. Chairman, what
has happened? Just this.
First. The Social Security Act was so
limited In its coverage, that instead of
fewer and fewer people being dependent
upon old-age assistance with the pas
sage of time, the number has increased,
and today there are a great many more
people dependent upon old-age assist
ance than are dependent upon socialsecurity old-age pensions as suclh.
Second. The average old-age pension
now paid under the existing Social Se
curity Act to those covered by the act
who have reached the age of 65 is a
mere $25 per month. These old-age pen
sions under the Social Security Act must
be raised if the people covered by the
act are to have any security In their old
age.
Third. As already stated, the number
of those dependent upon old-age assist
ance Is Increasing. Under present law
the Federal Government will match
State funds to provide old-age assistance
payments to the needy aged of any State
up to a total payment of $50 per month.
But, Mr. Chairman, the result of such
a system Is that the poorer States, such
as my state of. Alabama, cannot match
the available Federal funds, and the
needy old people of my State are paid
a bare $20 per month. Every day I re
ceive letters from the needy aged of my
State setting forth the terrible conditions
under which they must try to live on $20
per month. Under the present system
the richer States-those able to match
available Federal funds-become richer.
Their needy aged people receive higher
old-age-assistance payments and those
States unable to match available Federal
funds become poorer.
'My feeling about this matter is. and
has been for several years, that we should
Immediately broaden the Social Security
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Act to make it cover all segments of the
population, and for those who for one
reason or another cannot be covered by
social security that we provide a Federal
old-age pension of at least $50 per
month. if we did this, the needy aged
of my State would enjoy the same degree
of security in the evening of their'lives
that the needy aged of the richer States
now enjoy. We all recognize that under
the present high cost of living that no
needy person can live well on $50 per
month, and that figure could be supplemented by the States in such amounts
as they could afford. No; $50 per month
is not much for a needy aged person.
But it is so much better than the $20
per month now being received by the
needy aged of my State under the publicassistance program.
The first bill I introduced when I became a Member of Congress was a bill
to provide a Federal old-age pension of
$50 per month for needy aged people of
this country. I am sorry that we do not
today have before us a bill embodying
that principle. I hope this Congress will
deal with this need at an early date.
The Social Security Act embraces a
program whereby a wage earner and hi
employer each contribute an equal
amount for the security of the worker
In his old age.
The coverage of the Social Security Act
must be expanded. This is shown by
the fact that In all the State of Alabama.
with its 3.000.000 people, there are only
15,000 persons now drawing old-age pensions under the Social Security Act. As
contrasted with this figure we have some
711,000 people now receiving old-age assistance through the county and State
departments of public welfare,
I am for the present bill because it
provides for a greatly extended coverage
of the Social Security Act. It provides
coverage for self-employed persons, except farmers, engineers, doctors, lawyers,
publishers and a few other groups. Sef
employed persons who have an income
of $400 or more per year will be covered.
Employees of State and local governments, domestic servants, salesmen, and
several other categories will be covered,
I am also for this bill because it raises
the amount of pensions or retirement
benefits for those covered by the act,
The very minimum pension for those
covered will be, when we pass H. R. 6000.
$25 per month Instead of the present
minimum of $10. The present average
pension of $25 for those covered by the
Social Security Act will be raised to an
average of $44 per month. The bill also
provides for a maximum family benefit
or pension for those covered of $150 per
month as contrasted with an $85 maximum under the present law.
Under the present law a pensioner under the Social Security Act is not allowed
to earn more than $15 per month. Thi
is an unwise Provision, and I am glad to
see that the present bill raises this
amount which a beneficiary is allowed to
earn to $50 per month. This country
was built upon a foundation of hard work,
and I feel that the Congress should be
Particularly careful not to infringe upon
this principle. In other words, we should
not prevent a retired pensioner from do-

Ing work that he is fitted for and which
he desires to do.
I am also for this bill because It provides for wage credits for veterans of
World War II for the time they spent
In the service. Under this bill they will
be considered as having earned $160 per
month for each month they spent in the
armed services during World War II and
will be given credit for the amount they
would have paid in as social-security
taxes on a wage of $160 per month had
they been privileged to work in employment covered by the Social Security Act.
I think this provision is fair and attempts to do justice to our veterans of
World War 3ii.
I am also for this bill because it sets
up a system of pensionz for those coyered by the act who become permanently
and totally disabled. Those workers who
become permanently and totally disabled
would have their disability pensions paid
to them on the same basis as their oldage penslons are paid under the act when
they retire at the age of 65.
Just before I left home last December
to take MY place in Congress, one of my
friends who had become permanently
and totally disabled, asked me to come
by- his house. He was a man about 58
years of age and had been covered by
the Social Security Act for several years
until arthritis had brought him down.
He urged me to do what I could to extend
the benefits of social security to those
who had become totally disabled. My
vote for this bill today will be my answer
to his request, and to the request, whether
expressed or not, of thousands of others
like him all over this country,
This is fundamentally and primarily a
nation of 150,000,000 human beings. Its
problems are by and large human problems. They require a human solution,
The provision of disability pensions under the Social Security Act Is wise and
Just. We will always be proud of our
part in making these benefits possible for
the wage earners of this country.
Many times I have had self-employed
people speak to me about the advantages
of social-security pensions and express
the desire that they could be provided
with these benefits. This pending bill
will provide coverage for most of the selfemployed people in this country.
I am very disappointed that the pendIng bill did not extend coverage to the
farmers of this country. They, as a class,
are as much or more so in need of the
benefits of this legislation as Is any other
class of our population. Roughly 7l0 percent of the people of Alabama live on
the farm. Over half of our farmers are
tenants. Farming, as carried on in my
State, requires much hard physical
work-hard, manual labor. Many, of our
farm people break down in their old age.
Many, through no fault of their own, because of low income, are unable to save
much for their old age. Under present
laws many of them are dependent in
old age on public welfare assistance. The
Payments to them are small. We must
devise a better system. I shall not be
satisfied until we have worked out a
realistic system of laws providing old-age
pensions for our farmers,
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This bill Is a step In the right direc
tion. We must meet the Problem of old..
age security head-on and solve it. I arm
convinced that the people of this coun
try are willing to pay for and support
an equitable system of old-age and dis
ability pensions. Our failure to provide
such will further c'~nfuse the issue by
allowing various groups of the population
to set up various and conflicting and
overlapping systems that will oftentimes
discriminate against those groups that
need old-age security most. On'theimat
ter of old-age pensions I believe the
thinking of the people of this country is
away ahead of the thinking of the Con
gress on the subject. Let us pass this
bill and then go to work to cure some
of the remaining weaknesses of the
social-security system.
Mr. COOPER. Mr. Chairman. I yield
such time as he may desire to the gen
tleman from New York [Mr. KLEIN].
ALL 0F THE PEOPLE ARE THE GOVERNMENT

Mr. KLEIN. Mr. Chairman, It goes
without saying that I am going to vote
for H. R. 6000. I can find it In my heart
to wish that the bill were somewhat
more liberal than it Is; but It Is the prod
uct of debate and discussion, even under
a closed rule, in the American tradition,
and in the democratic tradition, of legis
lation.
I have just returned from an all-too
brief tour of Europe, where I saw the
tragic results of undemocratic rule with
my own eyes. More than ever. I like
the American way of doing things, Po
litically and otherwise. Under our sys
tem of free and open debate of issues,
our sympathy with all minorities, our
Insistence on equal protection of the
laws for all persons, we may not move
as fast or as far or as efficiently as we
might under a dictatorship; but we
move more safely.
In our concept of political relation
shipfs, we believe that all of the people
are the government.
That is especially true of the Demo
cratic Party, which introduced into
American statute law the original So
cial Security Act which we are preparing
to extend and expand here today.
The Democratic Party believes that
American citizenship Is Indivisible and
undiminishable.
NO SPECIAL PRVLEE

This means that the millionaire has
no special rights or privileges, under law,
not possessed by the lowliest and poorest
citizen; that a penniless Negro is equal
before the law to a wealthy Daughter of
the American Revolution.
It means that In the philosophy of
government expounded In administra
tion and legislation by the Democratic
Party we take the position that the
American social and political structure
is integrated, and that "government of
the people, by the people, for the people"
Is not an Inspired campaign Phrase but
a concise statement of sound political
philosophy.
That is why the American people have
five times chosen a Democratic national
administration, In free and open elec
tions in which the right of all opponents
to be opponents has been as carefully
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guarded as has the right of Democrats
to be Democrats.
When Franklin D. Roosevelt was first
elected President, it can be argued, with
no reflection on his greatness, that anybody could have won the election; but
when the vast legislative program he
initiated was endorsed four consecutive
times, the conclusion is inescapable that
the American people want the Democratic platform.
SOCIAL SECURITY ONLY ONE OF MANY POFPiLAR
MEASURES

Our great system of unemployment
and old-age insurance, which we lump
under the general name of social security, is only one, if perhaps the most popular, of the many reforms and advances
made under Democratic leadership over
the last 18 years.
Public housing, more and better education, conservation of natural resources,
public utility regulation, a sound code of
laws for labor-industry relationships,
minimum wages and maximum hoursall these and many more are solid accomplished facts, brought into actuality by
the courage of Democratic leadership in
the face of strenuous opposition.
It was such opposition which makes
the bill before us a pressing necessity;
for many of the provisions embodied in
H. R. 6000 were also embodied in the origIna] social-security bill when it was introduced, and were taken out of the bill
in 1935 to insure passage of the remainder.
I am particularly happy that the cornmittee has seen fit to offer carefully
worded and equitable definitions of employees and employers which will do
much to end the uncertainty which has
bedeviled some employers in good faith,
and which has enabled a small minority
of grasping and unscrupulous employers
to exploit salesmen.
I am happy also that the Committee
has acted to provide for participation
In the social-security program by selfemployed workers, and regret only that
it has not felt that the inclusion of professional practitioners of the arts and
sciences is timely.
The committee especially is to be congratulated upon its clearly written report, which will stand as a monument
for many Years to its accomplishment,
and will illuminate the intent of Congress for the guidance of the courts, of
the administrative agencies, and of the
American people.
NE
OKELECTION ISUE

NWOR(method

The people of my State of New York
will be called upon in just a few weeks
to elect a new Senator. Debate this
week on the social-security amendments has helped to clarify the issues,
On the one hand, we have a Democratic
candidate known as an ardent supporter
of the New Deal and the Fair Deal, a
man who greatly distinguished himself
as a governor of New York, and who is
pledged to do everything in his power to
advance the legislative program of
President Truman for responsible and
responsive democratic government,
On the other hand we have a Republican candidate who finds his personal inclinations circumscribed by the limita-
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tions of the Republican Party. Already
he has had to make use of that particularly offensive and meaningless clichd,
statism, to express his opposition to
progress.
Needless to say, I firmly expect Gov.
Herbert Lehman to be elected, and I have
offered him every support!I may be able
to provide.
In that context, because It Is so relevant to today's debate, I wish to quote
from Governor Lehman's introduction of
Mayor O'Dwyer last night,
Governor Lehman said:
Our philosophy of government can be
simply stated: It seeks at all times a broader
field of social justice and of opportunity for
all groups which make UP the stte
That, Mr. Chairman, epitomizes the
spirit in which we will pass this bill
today, and many another bill in the
future, for the sake of human welfare
and individual dignity.
Mr. COOPER. Mr. Chairman, I yield
such time as tie may desire to the gentleman from Washington [Mr. JACKSON].
Mr. JACKSON of Washington. Mr.
Chairman, in my opinion, the expansion
and improvement of our social-security
system is one of the pieces of "must" legislation for this Congress.
I do not speak as a brand-new friend
of social-security expansion. I introduced legislation to broaden and liberalize the system in October 1945, and again
in February 1948. In this present session of Congress, I introduced another
bill, H. R. 4876, the provisions of which
I will summarize below,
While I regret that the Committee on
Ways and Means did not see fit to adopt
some of the crucial provisions of my bill,
I have nothing but commendation for
the painstaking way in which the cornmittee has scrutinized every Problem in
this vast and complex field. After
lengthy hearings and long weeks of dis
cussion, the committee has reported Out
a fine bill.
I am going to vote for that bill,
Simply stated, H. R. 6000 means more
benefits to more people under more liberal conditions.Befiarsmyern$0a
The philosophy behind this may, also
be stated simply.
Citizens of the United States in their
old age, or in time of need, can receive
assistance from their Government in two
ways.detPamns
One way is through relief-costly to
the Government and. in many cases, hu-

our insurance program. Relief still
takes care of many more people than
Insurance.
And while insurance benefits have
stood still, the total of relief paympents
has almost doubled since 1939.
That is the reason for the extension of
coverage proposed in H. R. 6000.
It is time we overhauled the system
and brought it up to date. The 1939
level of benefits. inadequate even for that
year, has remained untouched while the
cost of living has risen nearly 75 per.
cent.
That Is the reason for the more liberal
benefits proposed in H. R. 6000.
Let me summarize very briefly the
major changes proposed In the bill we
are now considering:
First. It extends the coverage of the
program. The new system will include
11,000,000 mote people than are pres
ently covered, in these major cate
gories: Nonfarm, nonprofessional people
who are self-employed; employees of
State and local governments-on a Vol
untary compact basis--some domestic
servants; employees of nonprofit institu
tions; certain Federal employees; agri
cultural processing workers; and sales
men excluded by the Gearhart resolu
tion.
Second. It increases benefits.
Higher benefits-in some cases almost
twice the present benefits-will be paid
according to a new and more liberal
formula.
The wage base for contributions and
benefits is raised from $3,000 a year to
$3.600.
The minimum and maximum benefits
are raised; and the benefits will be in
creased by one-half of 1 percent for each
year of coverage-a feature which I con
sider vital to the bill and which I will
stress in a moment.
Third. It liberalizes the conditions un
der which benefits may be received.
Newly covered groups will begin to
draw benefits after only 20 Quarters of
coverage-the present minimum is 26
quarters.
oth
compicaredswith teapresnt$15-wimoth
ihtepeet$5-ih
cmae
out sacrificing their benefits-certainly a
realistic change.
Conditions under which the lump-sum
aybrcivdhe
been liberalized, as have the Payments for
widows' children.

which penalizes the industrious
and the frugal,
The other way is through an insuralnce scheme-under which the benefits
an individual receives are those he has
worked and paid for. It is not a something-for-nothing scheme at all. It is a
way of having people plan ahead for their
old age-and an inexpensive way at that.
One of the principal purposes of the
original Social Security Act was to lessen
the financial burden of old-age assistance on the Government. A paid-for
program was to replace the dole. But
because we let the system stand still
while the economy moved on rapidly,
that purpose has not been realized. We
simply do not include enough people in

major Step forward-a step long over
due-in including in the insurance
scheme Provision for permanent dis
ability.
No one can budget ahead for a heart
disease or arthritis--chronic illnesses
with with which 2,000,000 Americans are
now afflicted. What these diseases do, In
effect, is to force upon a person prema
ture and unchosen retirement. Only 5
percent of these people are disabled as a
result of their work--so almost no one
gets relief under compensation laws.
Under the present system, a Person
who has contributed to the system for
a number of years may lose all of his
benefits merely because he is disabled
before he becomes eligible for them. As

miliating to the individual. This~is a

Fourth. The proposed bill takes a
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the committee report states, such a worker "has a real stake in the system which
deserves to be recognized. He should not

be required to show need to become entitled to benefits."

PROVISIONS OF JACKSON SOCIAL'.SECUIRITY

R9

Itht
hve aiinendtovot fr tis
Itht
hveIInendto
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bill-and I do so without hesitation, even
thogh
t des otincorporate some of
the features I sincerely believe should be
Included. For the RECORD, let me explain
the principal provisions I believe should
eventually be adopted.
EXTENSION OF COVERAGZ

First. The
social-security
system
should be extended to include more people-including farmers, lawyers, engineers, and the domestic servants who
have been left out of H. R. 6000. The
Committee on Ways and Means is to be
commended for extending the coverage
to 11,000,000 additional persons, but the
program Is not yet complete. If extended to another 8,000,000 working people,
with a minimum benefit of $50 a month,
which I recommend, we would at last
have a comprehensive pension system,
with payments based upon a right earned
through work and contribution-not a
humiliating program of dole, with a
means test. It would be a system consistent with our American ideas of frugality and enterprise.
This extended coverage would not be
fored n tesepeole.Thefarersof
forctaedo these pseople. The farmuers of
mye Stogate hAv Naskedntoibe include inl
shos
tat60 ercntof the farmers
howftheatinws
60opereint
ldd
h
Ofathe Nraiation
wiht eincludtaed The
Washington has asked that its members
be brought under the program.
After all, no one Is spared the experience of growing old.
LREA~t
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I believe benefits should be liberalized,
First. The minimum benefit should be
raised to $50 a month, compared with
the present $10 and the $25 proposed in
H. R. 600C.
Second. I believe that the wage base
used for computing contributions and
benefits should be $4,800 per year rather
than the proposed $3,600. However, I
wish to commend the Committee on Ways
and Means for the advance it has made
In raising the level to $3,600, despite
powerful proposals to keep the status
quo.
Third. I believe that the "average
wage" used to determine benefits should
be the average of the most favorable 5
consecutive years of earnings, rather
than an average of all covered years.
This would eliminate Penalties for pe.
riods of unemployment and noncoverage, and would more accurately reflect
a worker's loss of earnings at the time
of retirement,
Fourth. I believe that there should be
a 1-percent increase In the benefits payments for each year of covered employ.
ment, as compared with the one-half of
1 Percent recommended In H. B. 6000.
This Increase is a most important concept in the field of social security,
For one thing, It provides an excellent
Inenie
ln oadcotnuu e.
ployment under the program. For an-

other, it seems only fair that those who
have been long-time contributors to the
program should reap greater rewards.

rect the injustices and inequities, rather
than Increase them.
Mr. CURTIS. I thank the gentleman.

The minority bill Increases those bene
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tions of eligibility In two major respects.
First, I believe that the retirement age
for both men and, women should 'be
lowered from 65 to 60. Second, I believe
that a newly insured person should be
eligible for benefitR after he has been
covered for one-fourth of the quarters
since 1936. That would make a person
beginning his contributions in 1950 eligIble for benefits In the second quarter ofi
1953.Inuac
INSURtANCE FOR TEMPORARY DISARILITY

I have already mentioned the signifIcant acomplishment of the Committee
on Ways and Means in Including In H. R.
6000 provision for permanent disability
Insurance. I do not mean to detract
from that accomplishment in any way
when I suggest that the system should
eventually include provision for temporary disability as well-an illn~ess or
injury that keeps a person away from
his work for less than 6 months. These
temporary illnesses are a hardship on
a family no less than a permanent disability. For the individual it is impossible to plan for illness. But for a large
group, Illness Is a predictable, insurable
risk. Temporary disability insurance
has been tried in three States. It seems
to be a success.
Mr. Chairman, no one who Is aware
of the widespread unrest in the field of
labor-management relations over this
question of security in old age can help
recognizing the need for a more comprehensive, liberalized social-security system, In tune with the times, which will
give greater benefits to more people.
That is precisely what the Committee
on Ways and Means has given us to vote
on In H. R. 6000.
Mr. JENKINS. Mr. Chairman, I yield
15 minutes to the gentleman from Nebraska [Mr. CURTIS].
Mr. CURTIS. Mr. Chairman, a great
many Members of the House have raised
the question as to how much increase in
benefits Is provided for our old people In
this legislation. Those of you who have
the bill H. R. 6000 before you, if you
will turn to page 119 you will see a chart
that shows how much of an increase the
people who are now retired and are
drawing old-age and survivors insurance will receive. For instance, someone now getting $10 will get $25. Someone now drawing $30 will be raised to
$50.90, and so forth,
I am glad those people are getting
that increase. If there is any criticism
against the Ways and Means Committee in the deliberations of the last 6
months, It has been their failure to do
something to eliminate the injustices
and inequities in the old-age-assistance
program.
That same table which appears on
page 119 In H. R. 6000 appears in the
minority bill on page 99.
Mr. DONDERO. Mr. Chairman, will
the gentleman yield?
Mr. CURTIS. I[ yield.
Mr. DONDERO. I think In your
statement you intended to say to cor.
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fits for the old people in the same man
ner. For Instance, someone now drawIng a minimum of $10 a month will be
raised to $25, and so on down the list.
The Provisions for old-age assistance
62r7 whie wl baeofed
in
the.600a
moionHR
to97 whecmwit. b ferdi hemto
You
rcangodwnthitrettf.n
ofYour tonsangodow mhee stheet oldpeopl
o

ortwsadmetteodpol

who are drawing old-age and survivors
ldge
sitnead today
assure themor that
your decision
on this motion to recommit does not take
anything away from them, because both
bills are Identical In that regard, per
tamning to the People now drawing
benefits.
There are some things about the in
surance program upon which there is
considerable disagreement. That dis
agreement has not always followed par
tisan lines. As a matter of fact, one of
these items was decided one way In the
committee and a little later the commit
tee reversed itself and changed its mind.
The minority bill, for instance, bene
fits older people and people who have
had irregular employment and who are
about to retire, in a way that H. R. 6000
cannot benefit them, because the bene
fits are fixed on an average monthly wage.
The formula for arriving at the average
monthly wage in the minority bill favors
the old workers, the Irregular workers,
and the workers who are about to retire.
So in the group that are now receiving
benefits, and those about to receive bene
fits, they will fare better or just as well
under the minority bill as under the
majority bill. It is true that at a later
time-and it will take some years to
reach-H. R. 6000 carries what we call
the increment; the benefit Is Increased
one half of 1 percent for each year
the person has been under the program,
That Is not going to help Your old people
now; and that is not going to help the
people on old-age assistance who have a
welfare worker call at their home, have
them *take out a budget, and then give
them a meager amount to get along on.
Here Is another change in the minority
bill: The minority bill continues the wage
base upon which people will pay taxes.
The minority bill continues the provision
of paying the employer and employee tax
on the first $3,000 of wages. The ma
jority bill raises that to $3,600. That is
a bad provision; it will increase the taxes
not only on employees, but it will also in
crease the taxes on everyone who Is
providing jobs for others. Furthermore,
itsbabeue$300hsenteci
itsbabeue
300hsentecil
Ing for unemployment compensation and
many other State programs. So you are
going to add to the difficulty, confusion,
and taxes of the small employers of the
Country by this Provision of H. R. 6000.
This Provision was adopted by the Coin
mittee on Ways and Means at one time;
we settled on a $3,000 wage base, but it
was later raised to $3,600.
M.COE.M.Carawl
h
gentleman yield?
Mr. CURTIS. I yield.
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Mr. COOPER. Did not the committee
also at one time adopt a wage base of

$4,200?
Mr. CURTIS. They may have, but as
I recall, it lasted only 5 minutes, or
some such short time. I may be in error
about that, but at any rate it shows that
there is considerable disagreement among
the People who studied this. There is a
strong case to be made out for the $3,000.
The reason for asking to have the base
raised to a higher figure was the increase
the benefits. There may be an argument
in favor of that, but to raise it just $600
is neither fish nor fowl, but it does add
a lot of confusion to the picture so far as
the business of the country is concerned,
I do not want to take too much time,
I1 am not going to use all the time
allotted to me, but there are two other
differences between the majority bill
and the minority bill that I wish to
mention, one of them is that the mnaJority bill extends the Social Security
Act, including permanent and disability
insurance, to Puerto Rico and the Virgin
Islands. I do not believe we should at
this time, without the investigation that
has already been voted, take that step.
We perhaps are forcing on to them a
social-security system that will be most
disturbing to their economy.
Mr. LYNCH. Mr. Chairman, will the
gentleman yield?
Mr. CURTIS. I yield.
Mr. LYNCH. Is it not true that the
social-security system will not be forced
upon Puerto Rico until the Puerto Rican
Legislature passes upon it affirmatively,
Mr. CURTIS. That is correct. but I
do not think we should even go that far,
This House had a good reason for voting
$25,000 to send the committee to those
two places to investigate this matter.
We should have a social-security system
for Puerto Rico and the Virgin Islands,
but, certainly, it should be studied and
determination made that it is not a system which will be disrupting to their
economy.
Mr. LYNCH. Was not the authorization covering the $25,000 for the purpose
not of determining whether or not
Puerto Rico should get the minimum
benefits but whether or not Puerto R'co
should be placed on the same level as the
States?
Mr. CURTIS. I think not. It was
for the committee to go down there for
the purpose of studying their economy
and determine the question.
Now, may I mention one other big
Issue that is involved here. That is the
question, Shall the United States G3vermient go Into health insurance, insurance against Permanent and total disability? I am not going to argue with
the Individual who believes that that is
a deisrable step. I do think we should
consider the other problems immediately before us, the situation of the
Treasury, the tax load that Is now on the
people and the present burdens on our
Government.
I call your attention to the fact that
this provision for permanent and total
disability insurance Is just the beginning. Not many people can ever receIve
benefits under It. This means, If It Is
started, there will be a demand and a

continued demand to Increase it Into a

gigantic and costly program,

Every Member here has in his acquaintance fine people back home who
are disabled. You know individuals who
have been injured or they are ill, they
are paralyzed, maybe they were born
crippled. The passage of an act to Put
the Federal Government into permanent
and total disability insurance will not
help any of them. They cannot get
Insurance without a wage record. Why,
you will plunge this country into a new
venture, a very costly venture; at the
same time, it will not do anything for
those people who are no'. crippled, those
who are now disabled, those who become
crippled in childhood, or in future years
those who are born crippled. There will
be a huge gigantic bureau to handle this
permanent and total disability insurance; yet nothing for the poor chap who
was born crippled and has never known
what it is to run across a lot and throw
or bat a ball. It does not do anything for
them. Old age or death are something
sure that is going to happen to all individuals. So it is all right to tax that
Individual on an actuarial basis to Pay
for his own benefits. All of the people
are not going to become crippled or
physically disabled. It is something the
masses will pay for to help the few,
When they tax me to pay disability benefits I want those disability benefits to go
to the chaps who are born crippled, to
the individual who might become Paralyzed before he ever held a job, to the
individual who is crippled now, and not
as Just an addition to our State systems
of workmen's compensation for the few
who might benefit.
Mr. DOUGHTON. Mr. Chairman, will
the gentleman yield?
Mr. CURTIS. I yield to the gentleman
from North Carolina.
Mr. DOUGHTON. The class of people to which the gentleman is referring
are taken care of in this bill under public assistance,
Mr. CURTIS. In both bills.
Mr. DOUGHTON. One other question. Those who come under the total
and permanent disability features have
to be fully covered and there must be a
need, They will not get a dime unless
they can show need.
Mr. CURTIS. Under the Insurance
program you are paying disability benefits to people regardless of their income,
without regard to the property they own
or their income,
Mr. Chairman, I am firmly convinced
that this minority bill comes nearer
doing what down in the hearts the majority cf the Members of this House feel
ought to be done than H. R. 6000. I am
not going to restate the argument on the
closed rule, but there are things in H. R.
6000 that would not have stayed in there
had we had a chance to vote on amendments. I appeal to the conservativeminded Democrats to vote down H. R.
6000. There is no security in any program that goes too far, that promises too
much, that costs too much, that loads
the future with too great a cost. H. R.
6000 will cost at least $1,000,000,000 a
year more than the Kean bill. I urge
you to vote for the motion to recommnit.

Mr. DOUGHTON.
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Mr. Chairman, I

yield 10 minutes to the gentleman from

Louisiana [Mr. BoGGsI.
Mr. YOUNG. Mr. Chairman, will the
gentleman yield?
Mr. BOGGS of Louisiana. I yield to
the gentleman from Ohio.
Mr. YOUNG. Mr. Chairman, I ask
unanimous consent to extend my re
marks at the point in. the RECORD follow
ing the address by my colleague the
gentleman from Louisiana [Mr. BeCGS].
The CHAIRMAN. Is there objection
to the request of the gentleman from
Ohio?
There was no objection.
Mr. B0OOGS of Louisiana. Mr. Chair
man, and members of the Committee,
my distinguished friend and colleague
from Nebraska, in concluding his re
marks a moment ago, made the state
ment and pleaded with the Members of
this body not to vote for any program
which cost too much, which went too
far, or promised too much. Prior to
making that statement he made quite a
plea for the enactment of the so-called
mincrity bill. Prior to that time, when
the committee report was drafted, he
wrote, beginning on page 173 thereof,
"Additional minority views." I must
confess that I am somewhat confused
by my good friend, because in the ad
ditional minority views he makes a plea
for the enactment of a general pension
in the United States of America, and
In the same breath he condemns the
principle of old-age and survivors in
surance. Now he comes before this
body and he asks us to vote for the soc-.lled minority bill which, in principle,
Incorporates the same thing which we
have incorporated in the majority bill
on old-age and survivors Insurance.
Mr. CURTIS. Mr. Chairman, will the
gentleman yield?
Mr. BOGGS of Louisiana. I Yield to
the gentleman from Nebraska.
Mr. CURTIS. I want to thank my
distinguished friend for calling to the
attention of the House the minority
report. I hope the gentleman will cre
ate some interest in it and that they will
read it, I believe that the present so
cial-security law is not doing the job
for this generation of aged, and it is
building up an excessive cost for the
future. The Kean bill does not load the
future to the extent that H. R. 6000
does.
Mr. EOGGS of Louisiana. Please, I
yielded for a question, not for another
speech.
Mr. CURTIS. I know, but I wanted
to add to the gentleman's splendid ad
vertisement of my views,
Mr. BOGGS of Louisiana. I am very
glad that the gentleman wants me to
further acquaint the Membcrs of this
body with his minority report, I will
read for the benefit of this body the
recommendations of the gentleman from
Ncbraska, and I will ask the Members of
this body which is the more construc
tive and which is the more conservative
bill, whether the committee bill is sound,
practical, economical, conservative, and
makes good sense, or whether the gen
tleman's proposition is statism, social
ism, welfare state and all of the other
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platitudinous words that have been
thrown around here today.
I quote from page 183 of the report
the language of the gentleman from
Nebraska [Mr. CURTIS]:
CONCLUSION

I have, In the foregoing paragraphsIn those foregoing paragraphs he criticizes the old-age and survivors insurance
program which he just defended a moment ago here as incorporated in the
Kean bill,
I have presented only sorne general ideas
of how I would overhaul the insurance program. To put these ideas in somewhat more
concrete, hut not at all final, form, I am
submitting the following outline of tentative benefit proposals:
1. Payment of old-age benefits to all citi-

Zens who have reached retirement age or

over, to the widows of deceased citizens and
to their orphaned children under 18.
2. Payments within each category (aged,
orphaned, and so forth) to be uniform in

amount, though amounts for different categories may differ,
3. No needs test or work clause, except
that other federally supported benefit pro.
grams would be offset,
Now, Mr. Chairman, that is the Townsend lan.of
sedrla.
MCRAK
MrChimn
Mr.
th gentleman
Mr.ldChimn
Mr. BOGGS of Louisiana. I yield to
the gentleman from Massachusetts.
Mr. McCORMACK. It would cost
about $15,000,000,000 a year.
Mr. BOGGS of Louisiana. I will come
to that in a moment.
Mr. CURTIS. Mr. Chairman, will the
gentleman yield?
Mr. BOGGS of Louisiana. I yield to
the gentleman from Nebraska.
Mr. CURTIS. I would just remind
the Committee that any proposal of mine
Is not being off ered as a motion to recommit. It Is not before the House.
Why not read all my recommendations
and not stop with only a part of them,
The gentleman knows that I do not advocate a costly program,
Mr. BOGGS of Louisiana. What the
gentleman is saying is that his proposal
is unsound, do I understand that?
Mr. CURTIS. No.
Mr. BOGGS of Louisiana. Go right
ahead.
Mr. CURTIS. I am just calling the attention of the Committee to the fact
that that Is not contained in the motion to recommit, which contains the
bill of the -gentleman from New Jersey
[Mr. KEAN].
Mr. BOGGS of Louisiana. What the
gentleman has said, as I understand, is
that he is for this program I have just
read, which is the Townsend Plan, and
which would cost the taxpayers of the
United States at least $15,000,000,000 per
annum out of the Treasury of the United
States.
Now let us talk about costs. Let us
look at that for a moment. What is
the committee bill seeking to do? The
committee bill says, in keeping with the
recommendations of the advisory cornmittee appointed by the Finance Committee of the Senate in the Eightieth Congress, headed by a Republican Senator,
and in keeping with the recommendations
of the majority of the members of this
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committee after hearing evidence for 6
Mr. BOGGS of Louisiana. Mr. Chair
months, it Is the considered Judgment and
man, the Members of this body do not
policy of the committee that those parwant to be deceived. There is no Mem
ticipating in this program shall conber who has sat in the House of Repre
tribute to its cost. That Is a sound propsentatives more than 30 days who does
osition. That ipeans that the men and
not know what the Townsend plan is.
women who benefit pay for those benefits.
The Townsend plan is a general pension
But the gentleman from Nebraska says
for everybody reaching the age of 65 o-,
that the cost will bankrupt the Govern60. The only difference between the gen
ment of the ~United States. On Page 179
tleman's proposal and Dr, Townsend's
In his minority views he points out the
proposal is in the amount-that is allcost In 10, 20, 30, 40, and 50 years, and
plus the fact that he discriminates
so forth, and finally he gets up to the
against the veterans.
figure of $11,700,000,000. That $11,700,Mr. McCORMACK. Mr. Chairman,
ooo,ooo, if it be accurate, and I presume will the gentleman yield?
it Is, Is derived from the contributions of
Mr. BOGGS of Louisiana. I yield.
the employers and the employees. It is
Mr. McCORMACK.
In connection
not taken out of the general funds of
with the motion to recommit, I should
the Treasury of the United States of
think it ought to be impressed upon any
America.
of the Members who might believe In
But what would happen if the plan something like the Townsend plan that
proposed by the gentleman from Nebrasthat Is not even in the minority report.
ka [Mr. CURTIS] were adopted? Let me
Mr. BOGGS of Louisiana. No. As a
give you some figures on the cost of his matter of fact, the motion to recommit,
proposal-and I will be modest about it. or In other words, the bill of the gentle
If the fiat payment were to be $20 a man from New Jersey, is certainly not the
Month-mind you, that is $5 less than Townsend plan. In other words the
the minimum benefit provided In the progentleman fron: Nebraska just made a
posed legislation-the annual cost out
speech for a measure to which he is op
the Treasury of the United States
posed according to the views expressed in
would be $2,800,000,000. If it were $30
his own minority report and published in
a month, it would be $4,200,000,000. If
the official committee report.
it were $40 a month it would be $5,600,Mr. Chairman, the Members of this
000,000. Again, not out '~of the reserve body must know-tbey must know-that
fund built up by the contributions of the problem which confronts the United
employers and employees, but out of the States of America in working out this
general fund of the United States of situation is to bring before the people of
America.
the United States the soundest and most
Mr. CURTIS. Mr. Chairman, will the constructive program that we can devise
gentleman yield?
under existing conditions. I believe if
Mr. BOGGS of Louisiana. I yield You will approach the work of this com
briefly for a question.
mittee fairly and if You will analyze the
Mr. CURTIS. If you are opposed to
testimony before the committee-if you
doing something for all of the old people
will note the names of the distinguished
of the country, why is it that Louisiana
men and women who testified before our
has 8 out of 10 old people on old-age
committee, I think you will say your
assistance, when the national average is Committee on Ways and Means has done
only about 2 out of 10?
'a good job and is Moving in the right
Mr. BOGGS of Louisiana. I am very direction toward bringing about a con
glad the gentleman brought that up, bestructive social-security program and is
cause that proves under the existing not engaging In any demagoguery to fool
program, If the States are willing to make
anyone, whether they be old people,
the sacrifices required, something can
widows and orphans, or what have you.
be done for the old people. Let me say
Mr. Chairman, I yield back the bal
to the gentleman he made this vigorous ance of MY time.
plea here a moment ago about what we
Mr. YOUNG. Mr. Chairman, I assert
had failed to do for the old people. The the people's Representatives can provide
gentleman appeared before the Cornreasonable social security for the less
mittee on Rules against this bill. Now fortunate among us without in any way
he comes here advocating the Townsend
sacrificing that liberty which we know
plan and he says he Is going to save the
as the American way of life. An ade
Government money. I say, "Consistency,
quate old-age insurance Program, rea
thou art a Jewel"s Indeed.
sonable aid to the unfortunate, and ex
Mr. CURTIS. The gentleman from
tension of retirement benefits is not statNebraska has not advocated the TownIsm nor is it socialism, Your Congress
send plan or any plan costing the ridic- Is determined that aid for the aged shall
ulous amount stated by the gentleman
be based on an insurance system instead
from Massachusetts [Mr. MCCORMACK].
of a mere pension system. We have
I do favor a social-security program that broadened coverage, benefits have been
treats all our old people alike and I want greatly increased. A worker who would
to end the abuses under old-age asnow retire at $31 monthly, which Is the
sistance. You are reading part of my present average payment, will, under the
recommendations and not all of them, to new bill, get approximately $56 monthly.
becloud the Issue that is involved, which
Personally, I consider it but a matter
Is the motion to recommit,
of time before farmers and farm laborers
The CHAIRMAN. The time of the will ask Congress to Include them within
gentleman from Louisiana has expired, the social-security program. When they
Mr. DOUGHTON. Mr. Chairman, I fully understand the benefits of the Fed
yield 10 additional minutes to the gen.
eral social-security system,they will plead
tleman.
with their Representatives to admit them.
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Farmers not only pay for tlie benefits
which industrial workers receive because
certainly a part of the Pay-roll tax is
added to the cost of products they buy,
but they are also paying State taxes to
meet local old-age assistance and relief
burdens. I am convinced that all gainfully employed men and women, except
public employees such as teachers who
have their own pension systems, should
be included under our social-security program. We face the problem-should we
make the social-security system financially sound so that it will maintain Itself, or should we permit the present tax
to be frozen at 11/2 percent against employer and the same tax against employee,
providing any deficit be paid from the
obviously, such a
general revenue.
scheme would be unfair to taxpayers who
are not covered in employment. Therefore, in this social-security legislation
Instead of compelling any citizen to pay
Federal taxes for benefits paid to other
citizens, we provided this bill which will
enable the social-security system to
carry itself, the schedule of taxes rising
from 11/2 percent against employer and
employee in 1951 is gradually increased
up to 19'70 and the social-security system carries itself. Of course, as for the
self-employed, they are both employer
and employee and must pay a greater
tax than fixed for employees only.
Under this social-security program, we
of this generation do not impose upon
our grandchildren to find the money to
pay benefits we have promised. This is
a pay-as-you-go social-security program.
It is sound in every respect. It represents
the greatest legislative achievement of
your House of Representatives within the
past 10 years. We provide a social-security system under which people may
retire in comfort Instead of on a mere
subsistence level,
It may be taken for granted that this
Congress will liberalize social-security
payments. The dignity of every individual in the Nation Is involved. Something deep inside a person Is offended if
after a lifetime of productive work all
he gets is a hand-out. If we are not
going to have social insurance, we must
have relief,
Social-security amendments Increasing
welfare benefits and expanding coverage
Is the most important legislation to be
considered in the House of Representatives before adjournment of this session,
Salesmen, self-employed, except certain
professional self-employed, domestic
servants, and other workers not now
eligible for social-security benefits upon
attaining the age of 65 will be covered,
Old-age security and social-security payments generally will be increased,
Last year C. E. Wilson, president of
General Motors, received $516,000 salary
and bonus. He made $258 an hour. General Motors voted him $25,000 per year
retirement pension effective when he decides to retire. If American industrybig business-.can afford to pay pensions
to retired officials who do not need them,
is it state socialism when the people's
representatives impose a tax on industry
and on the employees to pay retirement
pensions, or social-security payments, to,
those who do need them?

We, In the Committee on Ways and
means, worked in lengthy daily sessions
for 26 weeks dealing exclusively with
social-security problems. This is the
first extension and liberalization of the
Social Security Act in 10 years. Benefits
for existing beneficiaries will be increased
from 50 to 150 percent. Minimum primary benefits have been Increased 150
percent. Minimum family benefits have
been increased from $85 to $150 per
month. A good prediction is that the
public generally will be pleased with this
legislation and that following Its passage
in the House of Representatives, the
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seeking to save something for the day
when they can earn no more. In the life
of the worker there are weeks, often
months, of enforced idleness, weeks of
unavoidable sickness, losses from swin
dling, and then, as age creeps on there
is a constantly declining capacity to earn,
until at 65, many find themselves unem
ployable. There Is no more pitiful trag
edy than the lot of the worker who has
struggled all his life to gain a competence
and who, at 65, is poverty-stricken and
dependent upon charity. The black
slave knew no such tragedy as this. It
was a tragedy reserved for the free

other body will act favorably on this worker In the greatest nation on earth.
Regarding social security expansion
legislation early next year. Federal conand liberalization, one can well comment
tributions to the States have been inthat in this Nation we have gone a long
creased $160,000,000 yearly for the needy
way since 1932 when the then President
aged, the blind, and for dependent children. This social-security proposal also said, "Relief is a local problem.`
Private charities, bread lines and
provides that a worker drawing retiresoup kitchens must not be the answers
ment benefits may now earn up to $50
of American intelligence and sense of
a month instead of the present limit of
justice to the problem of unemployment
only $15 without losing retirement pay,
and indigent old age.
H. R. 6000 was written following exAn added reason we should pass the
tensive public hearings and every prosocial security expansion bill is to head
vision in this fine bill is there because
off the trend toward private pension
of either unanimous vote or majority
plans in industry. The pension issue
vote of the Committee on Ways and
cuts a big figure in the steel- and coalMeans.
contract controversies.
There was no evidence that the maThe demand for social-security pay
jority of farmers, lawyers, doctors,
ments by segments of our population, by
dentists, and other professional men desired to be covered by social security. Ford employees, and steel workers, for
nubl
hetn
orsl
eape
There was ample evidence that other
tomresutingunba
eampled,
thereateinsan
self-employed did desire to be covered
ganced overlapingandin competingpro-at
by provisions of the social-security law.
such privat
ma
The last Congress. by limiting the prgrams. Thecfinancingtof
definition of employees, removed nearly proogrmsc mayfecomanerhotic and their
economic Ineffects dangerous.e WheCaton
700,000 individuals from social-security
grdesysmnitend teorliberize thderNaion-db
benefits. We have repealed that provision and restored those individuals. widse ousystem bforceIs. undermhine bysi
In addition, we have provided that sythese ousid forclyes.abOnedthi beasicin
establshd remainingtr
sysemeIsofprirmlyr
workers who have paid for coverage
cnbeeso particuldard group in Industerly
under social security and who then bea
rel
come totally and permanently disabled cannberasse. admti
il
r himn
Manr.J'NIS
will Immediately receive social-security
Mr. Chaireman, Iroyield
0minutesKIto
payments and enjoy benefits for which
10einues tor thEAgNtlmn]rm.e
they paid while working and of sound
etr
health. At the request of employers of Jre[Mr. KEAN.M. Carao
Mr. diEAsse Mr. Carmanons wyeIter
nonprofit institutions, we have admitted
dyIdsusdteraoswyIfa
on a voluntary basis 600,000 employees
of charitable institutions such as vored the general philosophy which is
behind H. R. 6000. Today I want to tell
churches and welfare organizations,
Regularly employed domestic servants, you why those who favor a liberal and
other than those employed in farm sound social-security system should sup
homes, will now be Included within social port H. R. 6297, in place of the commit
security and these 700,000 persons surely tee bill, when it is offered to the House
on a recommital motion.
need the benefits of social security. PubHI. R. 6297 would cure the major de
lic employees already under retirement
systems are covered only if upon a refer- fects of the administration bill while pro
endum. by a two-thirds vote of the mem- viding greater benefits for the lower-In
bership they choose to enter the social- come groups.
It contains the same Increase In bene
security system. The enabling act for
this purpose must be provided by State fits for those now retired under old-age
and survivors insurance as does the ad
or local legislation,
The social-security bill would increase ministration bill.
It contains the same increase In bene
old-age and survivors insurance benefits
materially. For instance, It will boost fits for those on the assistance program
as does the administration bill.
from $41 to $79 a month the social-security payment for a man over 65, with~ Put it provides for the coverage of
a wife over 65, who has been in the 1,300,000 additional workers who would
program for 10 years at an average wage be left out under the Democratic bill.
It would save over $1,000,000,000 a
of* $100 a month. If the monthly pay
averaged $250 the social-security pay- Year.
It would mean a lower tax rate for the
ment would go up from $66 to $102.
The hope we all cherish is an old age American people.
It would provide for higher benefits for
free from care and want. To that end
people toll patiently and live closely, those who are occasionally laid'off their
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jobs by basing the amount of benefits
Mr. KEAN. It would be paid by the
on the best 10 years of consecutive empeople who contributed to the system,
ployment.
Including the individual himself,
It would provide for permanent and
Mr. HARRIS. In other words, the Intotal disability payments to those in need
dividual would be paying for what he
through the Federal-State assistance
would receive as benefits?
program rather than through the insurMr. KEAN. Yes, sir.
ance program.
This so-called Increment Is a very exIt would correct the provision of the pensive proposition. Actuaries estimate
administration bill which surrenders to that Its cost will amount on an average
the Treasury Department and the Fed- to well over $800,000,000 a year.
eral Security Administration the right to
The advisory committee of experts set
determine what rate of social-security
up 2 years ago by the Senate Finance
tax a person should pay by giving those Committee recommended its abolishment.
agencies the authority to determine who
In the first draft of H. R. 6000 it was
is a self-employed person and who is an
abolished. However, on reconsideration
"employee."
the Democratic members put It back In
There are several grave matters of the bill. But this addition would have
policy which ought to be decided by the necessitated a further increase in the
House. The fact that we have to vote heavy pay-roll tax by almost 1 percent.
them all up or down in one package is a
The Democrats did not relish putting
mockery of representative government.
Into their bill a 7'/2-percent tax and,
If those who engineered the deal for this therefore, they looked around for other
gag rule really believe in democracy,
ways to lessen the cost of the bill.
their consciences should not let them
In the bill as originally drafted was a
sleep for many a day.
provision that benefits be based on the
To go Into more detail. The bill which
10 best years of a working life. This
will be offered you on a recommittal mowould greatly benefit those who, owing
tion is the same as the administration
to the business cycle, are occasionally
bill except for 10 items. These are briefly laid off their jobs, and other important
outlined in the minority views on page classes of workers-particularly farm
157 of the committee report.
labor, for owing to the fact that farmers
I will discuss the more important
and farm labor are still excluded from
changes first:
the social-security system a large number
H. R. 6000 provides a double reward for of these workers will still shift back and
those who have steady employment,
forth between covered and uncovered
First, there Is what is known as the con- employment, thereby creating a record of
tinuation factor:
Irregularly covered employment for
A worker's benefits are first calculated social-security benefits,
on his average wage over his working
With the change In the wage scale
lifetime, according to the formula prosince the late 1930's and the historical
vided in the bill, and then there is a defact that wage scales increase over the
duction for the amount of time during
years, benefits based on the 10 highest
which he was not working or was not in
consecutive years will reflect more closely
covered employment,
the amount required for a decent stand
For instance, if a man's primary beneard of living than would the average
fit was $60 and he worked in covered emwage over a working lifetime which not
ployment for 19 out of 20 Years. you
only includes years of depression and unwould divide his primary benefit of $60
employment, but also years when the
by nineteen-twentieths and the resultant
wage scale was low and perhaps early
figure which he would be paid monthly
apprenticeship years.
would be $57.
The Democratic majority In order to
So the man who has been steadily emfind some of the money to pay for the
ployed has the reward of getting the full Increment changed this 10 consecutive
$60 while the man who has been out of years basis for figuring benefits to that
work, or not in covered employment for of an entire working lifetime. Thus,
the 1 year, will only get $57.
they have lowered the benefits by $600,The second reward for steady employ000,000 of those who will need it most and
ment is what is known as the increment
given this $600,000,000, plus $200,000,000
factor. This is a credit of one-half of additional, annually, to those who need
1 percent of primary benefits for every
It least-those who, owing to their steady
year in which a worker remains In the
employment, have been able to supplesystem,
The individual I referred to ment their retirement through savings
above whose primary benefit was $57
and life Insurance,
would thus be credited with 28 cents for
In H. R. 6297 we have eliminated the
each of the 19 years he remained in the increment feature and restored benefit
system and thus his primary benefit payments on the basis of the 10 best conwould amount to $62.32; while the man secutive years of employment.
who was never out of the system would
The second major item is that of perhave an increment factor of 30 cents a, manent and total disability. In the
year and his primary benefit would be committee bill, this is taken care of in
$66.
two ways:
Thus the more fortunate receive a
p'irst, a fourth category has been
double reward under the committee bill, added to the assistance program by
Mr. HARRIS. Mr. Chairman, will the
which the Federal Government will
gentleman Yield?
match payments by the States to those
Mr. KEAN. I yield,
Permanently and totally disabled and In
Mr. HARRIS. Who would pay the
need.
additional benefit that the gentleman
The committee bill also contains a
would receive?
Provision that total and permanent dis-
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ability should be under the Insurance
Program. This provision is eliminated
In H. R. 6297.
The reasons for this are many. I out
lined some of them in my talk yesterday,
but for those who were not present then
I would like to repeat.
This is an untried field. The cost of
this insurance program is unknown. It
will probably be well over a billion dollars
a year, but no one knows. Benefits
would be taken out of the trust fund
which was set up for old-age and survi
vors insurance.
The experience of private insurance
companies In this type of coverage was
most unfavorable. Claims Increased by
leaps and bounds during periods when
unemployment was high and were
sharply reduced in times of full employ
ment.
The determination of when a worker
Is totally disabled is a marginal one. It
Is usually a question of judgment.
The theory of the insurance system is
that benefits are a matter of right.
Would not everyone feel that, having
paid the insurance premium, he was en
titled to these benefits even if only slight
ly disabled?
A Permanent lifetime pension is so at
tractive that it would be difficult for
many workers to resist the temptation
to try to make out that they were dis
abled in order to get the benefits which
they felt they had paid for through their
Pay-roll taxes.
It would be better for the present to
experiment with this in the old-age as
sistance program.
Determination of who is totally and
pemntldiaedcrilyanb
pemaneentlyr diablted
lcertainely chan bner
bureaucratic rules made by Washington.
Eight other items are included in the
minority bill.
Puerto Rico and the Virgin Islands
are eliminated from the insurance sys
temn. The pay scale is so low in Puerto
Rico that many would receive inordi
nate benefits, many who are working
would not qualify at all, and as a large
portion of the working population earns
less than $50 a month, many individuals
could continue to work at their usual
wage scale and still draw benefits,
Puerto Rico and the Virgin Islands
should have social insurance, but there
should be an Independent system set up
for them.
H. R. 6297 provides for continuation of
the present $3,000 wage base. The ad
ministration's original suggestion was
that this be increased to $4,800. This
made some sense as it was in accord
with the administration's philosophy.
But $3,600 is neither fish nor fowl. It is
not enough to greatly increase benefits
for the higher-wage earner, as desired by
the administration, but it does disturb
all present private-pension systems which
are geared on a $3,000 wage base for so
cial security, and it also adds greatly to
the work of the businessman for unemPloyment insurance is figured on a $3,000
wage base.
'Under this change also, any Increase
In benefits goes to those who are better
able to provide for their own protection
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and does nothing to increase the benefits
for the lower-wage earner with whom the
system should be primarily concerned.
H. R. 6297 also eliminates paragraph
four of the definition of employee wh~ich
gives to the Treasury Department virtually Unlimited discretion to determine
where the impact of the social-security
taxes will fall,
The committee bill In the first draft
first took in all household workers, and
then eliminated those who need protection most. H. R. 6297 would restore the
original provision in the bill by which
all regularly employed household workers would be covered.
H. R. 6297 would continue the existing
law with respect to lump sum death payments and do away with the new provision for lump sum death payments for
all. The chief beneficiaries of this provision in the administration bill would be
the undertakers. To pay this lump sum
certinl thchnge
whle hilsopy
cetinychne
the
e wholan
p
hilosoph
H. R. 6297 directly excludes teachers,
firemen, policemen, and other State and
municipal employees who are already
covered under their own retirement ss
tes.Rereenatvs f hee
yetrmnsytems.e
beeltaievestha thesprovision
in the administration bill would jeopardize these existing systems to which contributions have been made over long peniods of time. We have, therefore, seen
to it that they cannot be forced into the
insurance system.
H. R. 6297 would decrease the cost to
the system on an average of $1,250,000,000 a year. In order that the taxpayers
may benefit from this, we have in our
bill a tax rate lower than in H. R. 6000.
Comparison between the total tak rate
on employer and employee in H. R. 6000
and in H. R. 6297 is as follows:
_______________-

____

_______________

H. R. 6297

_____

IOC-6
:-------------17-79---------- ---------------1979-----------------------------71

Pe3ent

4
0
6
6½~

4
5
6

H. R. 6297 is a better bill than H. R..
6000. It does what a social-security system should do-gives greater benefits to
the lower income group. It is sounder
than the administration bill. It will save
the taxpayers an average of mdre than
a billion dollars a year.
The recommittal motion which will be
to substitute H. R. 6297 for P. R. 6000
should be adopted.
Mr. HARR-IS. Mr. Chairman, will the
gentleman yield?
Mr. KEAN. I am glad to yield.
Mr. HARRIS. As I understood from
the debate here today in further reference to the definition of the word "employee" which has been thoroughly discussed, I think it Is revealed that the
bill that the gentleman has introduced,
which I understand will be offered Iin a
motion to recommit includes the first
three paragraphs, and paragraph 4 Is
deleted. My colleague, the gentleman
from Arkansas, who has also made a
thorough study and is quite familiar

people who will turn on us at the first
opportunity probably.
Let us support the people in this coun
try who have made the country what
It is today. Let us support the genera
tion that has made America great, the
generation that has preserved -America.
We are entitled to an old-age pension.
Let us give a little thought to this whole
matter.
The CHAIRMAN. The time of the
gentleman from Idaho has expired.
Mr. DOUGHTON. Mr. Chairman, I
yield 10 minutes to the gentleman from
Colorado [Mr. CARROLL].
Mr. CARROLL. Mr. Chairman, It
wousldabe poresmtuousdrakon my partka
ovrthisate hour tovunerpatsakreato govbac
oeredi this dbilaotoer. atlraycv
eredintstotegeteanfo
ine athidebatvie. eo eviga
Iavhdtepiileofevngsa
new member of the Committee on Ways
and Means under our able chairman, the
gentleman from North Carolina [Mr.
DoUGHTON], and with the able gentle
man from Tennessee [Mr. COOPER], and
the able gentleman from Arkansas [Mr.
MILLS]
and many of the older and
learned members of that important com
mittee. I never fully realized that in the
Congress of the United States I should
find men who would devote themselves
week after week and month after month
so tirelessly to a solution of a very com
plex problem. They all have rendered
a great service. I well remember that
in the Eightieth Congress I did not like
some of the closed rules that were im
posed upon me as a new Member. In a
sense I do not like this closed rule, but
reason and logic impel me to the con
clusion that we could not bring a bill
such as this out on the floor of this House
without a closed rule. All of the argu
ments I have heard from the gentlemen
on the left have not convinced me.

Just

ffilcers, war veterans, and retired civil-

the change from 65 to 62 years of age

tem of certification.
Mr. Chairman, the greatest thing the

mously. It would upset the whole tax
base of the bill. I am one of those who

service employees through a simple sys-

_____

Pret Pret
1P0-------------------------------1951-599------------

yild5mntstthgeteafrm
Idaho [Mr. WHITE].
Mr. WHITE of Idaho. Mr. Chairman,
Ihave always been In favor of a national
old-age pension bill. Long before I ever
heard of the Townsend pension plan I
Joined one of the great fraternal organizations of this country because it stood
for an old-age pension plan. Here we
have a social-security bill of 201 pages
of irregularities and inequalities.
Why do I say "inequalities?" Because
some people who perform the same servIce will get less pay in certain States than
in others. That is why I say it is a bill
of inequalities,
What we should have is a simple bill
of a few pages that will provide an oldage pension plan for all people who have
reached the age of retirement, and those
who have become disabled and are unable to work. What the American people are entitled to is a national old-age
pension plan paid direct to the beneficiaries by the Federal Government just
as pensions are paid to retired military

-______

la. R. 6000

with the entire definition and its background, made the statement this mornIng that the definition as included in the
committee bill, H. R. 6000, will cover
only 50,000 to 75,000 more employees than
the gentleman's bill with his definition.
I would like for the gentleman to comment on that and see if he has the same
viewpoint as my esteemed friend from
Arkansas.
Mr. KEAN. I would say it might be a
little more than that,
Mr. HARRIS. Generally, the gentleman would agree with the statement of
the gentleman from Arkansas?
Mr. KEAN. Yes, generally.
The CHAIRMAN. The time of the
gentleman from New Jersey has expired.
Mr. DOUGHTON. Mr. Chairman, I'
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people of this country have today is good
government andhere
their
American
birthright. We seek
to add
to the American birthright the right of old-age security.
When the young men of this country,
the present generation, take over on
reaching the age of maturity, they will
find a country that is already developed.
They will find a country of beautiful
cities, farm homes, roads, production and
transportation facilities, a country that
Is dependable. The rising generation
came into this world without even
clothes, they are nourished and cared
for by the generation that brought them
forth. Why should not the generation
that is retiring be supported in ease and
comfort in their declining years? If we
can send $40,000,000,000 to one country,
a little island off the coast of Europe,
England, why can we not have a proper
old-age-pension system? Our great floor
leader was very much Concerned about
$15,000,000,000 a while ago, but he did
not say a word about the $40,000,000,000
that we are pouring into Europe, $22,000.000,000 for UNRRA, $10,000,000,000
for ERA and millions for displaced Persons, to people who may be ungrateful,

would increase the cost of this bill enor

voted to reduce the age to 62 years. I
am
one of those
wanted toworkers
bring
the farmners
and thewho
agricultural

into this program. I am one of those
who joined with the gentleman from New
Jersey [Mr. KEAN], extending greater
coverage to domestic servants. I realize
that there are many meritorious provi
sions in his motion to recommit, but let
me say this to you, the truth is, that the
Republican leadership have included two
or three good points to sweeten up some
other very bad provisions in their motion
to recommit. Now, that is the basis of
the motion to recommit. It has been
commented on at length by the gentle
man from Arkansas. [Mr. MILLS] and
the gentleman from Tennessee [Mr.
COOPER]. It is unnecessary to repeat the
unanswerable arguments that were made
a short time ago by them.
I submit that the Republican leaders
are on the horns of a dilemma. They
have been caught opposing legislation
which the people of America want, and
they have to make some sort of a showIng, and that is o'ne of. the reasons for
the motion to recommit.
Now, you are going to hear in the en
suing year, in the months ahead, already
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you heard part of it In the recent cam- been a 70-percent increase In the cost of
paign in Pennsylvania, and You will hear living. Greater security is needed.
this later throughout the Nation, the
All business, all intelligent businesscry of welfare state, socialism, and men, all labor leaders, all people who
statism. I want every Democrat here have studied this have said, "Establish
and every reasonable Republican, if they this base at $4,200," but notwithstandwill take the time, to read one of the Ing that, in a great fight in our own
finest American utterances that you will
committee we had to compromise and
ever have the privilege to read. It is come out here on a $3,600 basis. Such
found on page 2229 of the hearings, Is the democratic process.
This Is a statement made by J. Douglas
What does the motion to recommit
Brown, dean of the faculty and director
ask us to do? Go back to 1935. That
of public relations section, Princeton
we cannot do; we must not do.
University. Who is this man Brown?
I want to read you a statement by this
Why, he was a member of the Advisory
gentleman from Princeton, Mr. Brown,
Council on Social Security to the Senate
because his testimony is a complete anFinance Committee 1947-48; he was
swer to the charges of the welfare state
chairman of the Federal Advisory Coun1and statism and the trend toward sociI on Social Security 1937-38 and he~.wfs
cialism. I quote Mr. Brown testifying
a staff member of the Committee on EE~Obefore the Committee on Ways and
nomic Security 1934-35. Now, this man Means:
may not be a Democrat. I do not know
Mr. Chairman and members of the cornwhat he is; he may be a Republican.
mittee, accumulating experience indicates
But, he is an American coming before
that the survival of democratic capitalism
the committee to give his viewpoint conas a political and economic system will decerning this bill. Yes, even the chamber
pend in the main upon the genius of man
of commerce came in to support this bill, in combining the three ingredients vital
Who else? The insurance companies,
to the success of the system. These ingreAnd, I am informed by my colleague from
dients are individual incentive, mutual reTenese
tatwhn
hi lgilaio
ws
sponsibility,
and antheeffective framework of
Tennsseetha
whe ths
leisltionwas
protection against
corroding fear of In
first brought before the Congress in 1935
security.
they fought it. Now, why have the
As democratic capitalism has moved from
insurance companies changed? Well,
the stage of a predominantly agricultural
they have changed because they diseconomy, through small industry, to a vast
covered that as these millions of AmeriIndustrialized machine, the relative weightcans were given this limited type of ining upon these three needed ingredients
surance, the people became insurancehas shifted. The farmer and the shopconscious, and therefore it stimulated
keeper of Colonial days thrived because of
private insurance business,
individual incentive, and the simple econTiIsasonofteraoswy
omy thrived with them. The factory sy
Ths neofth
s ls
eaon wy
tem Introduced new and intricate relationinsurance companies are fighting certain
ships of mutual responsibility. And now
provisions of this bill. In short, they do
vast aggregations of interdependent econot want the wage base increased from
nomic activities, by their very size and Im$3,00 to$3,00
fr th siple eas
npcestauonthe greatldualenhane saeguardhem
that they fully realize that the benefits
neestt
ral
nacd aeurs
from such a wage base are a bare miniagainst impersonal and overwhelming conmumhemet
o eedsof ecuity Of
tingencies.
mumto eettheneds
f scurty.Of
The people of the United States have
course, their hope is that they shall be
been slow to recognize the importance of
able to sell additional policies over the
this third Ingredient vital to the survival of
$3,000 wage base if such continues to be
democratic capitalism. They have been
the law. In my opinion they are shortblessed so richly with bountiful natural resighted, and their fears are groundless.
sources and with high talent In harnessing
Even with a wage base of $4,200 there these resources that they have been but
would be ample insurance business for little concerned in safeguards against pothese companies and this bill does not In
tential epidemics of want. The depression
mane itefeewih riat iof the thirties brought a degree of awakenanymanritreewtprvtiIng, and stimulated the establishment of
surance enterprises,
the partial system of safeguards under the
That is the argument of the insurance
Social Security Act of 1935. But, since that
companies, and that is why you begin to
time, war and industrial conflict have dimeet some of the opposition on this floor
verted attention from a fundamental cause
today reflecting the views of the insurof both of these interruptions to peaceful
ance companies.
progress--economic Insecurity. It seems
Mr. McCORMACK. Mr. Chairman,
high time for renewed and effective action
wilth
etlmnyilIIn
the core area of our problem in industria
Mr. CARROLL. I yield to the gentle-_
eainstdy
man from Massachusetts.
Individual incentive is in this bill, beMr. McCORMACK. On the question
cause the Individual contributes to his
of being insurance-minded, there Is
own security. There is mutual responfour or five times as much Insurance
sibility, because it rests upon the embeing written by private companies now
Ployee and upon the employer. Every
as there was in 1935 when the original
Member here who senses what people
Social Security Act passed,
are thinking at home knows that there
Mr. CARROLL. Of course; and may
Is a corroding fear of insecurity,
I say to the gentleman from MassaWhy does that happen? We have
chusetts that when this legislation first
passed out of an agricultural economy
came before the American people in 1935
and are now in a factory system, where
there was a $3,000 a year wage base eswe find a single great corporation em.
tablished. What has happened today?
ploying as many as 250,000 people. One
I do not think this bill goes far enough,
corporation does that. And what else
It ought not to be $3.600, at a minimum
do we find today? Strikes over the very
!t ought to be $4,200, because there has
question we are debating on the floor
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of Congress today. The A. P. of L.
and the CIO came before our comn
mittee and issued a warning months
ago that the time to act is now, the time
Is now for the Government to go for-.
ward to establish a proper base for se
curity. The Congress has fiddled. We
should have had this legislation here long
before this late hour. Our failure to
act more promptly subjects the Nation
to certain penalties. The longer we fid
dle, the greater those penalties will be.
let me read You some more from the
testimony of Mr. Brown. Mr. Brown
poses this question:
How can we establish an effective frame
work against the fear of insecurity in order
to sustain individual incentive and to as
sure mutual responsibility under democratis
capitalism?
That is the question he put to our comn
mittee.
The most effective governmental mecba
nism yet invented to meet this challenge is
contributory social insurance.

That Is what is involved in H. R. 6000.
Mr. Brown continues:
Contributory social insurance prevents In
security while preserving incentive.

There is no welfarism, there is no
statism or socialism in this bill.
Protection Is based on a man's contribu
tion to the Nation's productive effort. Mu
tual responsibility is encouraged by joint
participation of government, employer, and
worker in administering and financing the
program.

Hr steprgahta
l eo
eeisteprgrp-ht
l eo
crats, small "d" democrats, ought to
memorize:
Conrbtysoa Iuacevidth
setdntersbory sociral insura tncaoidagsth
self-reliance. It prevents dependency before
It occurs rather than alleviating It after the
fact.
As the gentleman from Idaho [Mr.
WHITE] said a little while ago, talking
about the old people. What happened in
America in the early days of our coun
try? Why is it that there exists a drive
In the West for pensions? Because the
old people were never given an oppor
tunity to participate in a contributoryInsurance system. Today what do we
find in the West and the Southwest?
There is a great movement for a general
e
peson system, Let me issue a warn
ing. If this Congress fails to heed the
growing demands to eliminate the cor
roding fear of insecurity, you may rest
assured that in due time there will be
an uprising on the part of the people
which will force action on a general pen
slon system. I realize that this bill does
not have the full approval of certain
pension leaders who have pioneered the
way for adequate security for the aged
people of this country, and I pause here to
pay tribute to those pension leaders who,
through many years, have been stead
fast in their desire to achieve greater
security for the aged of this Nation.
Had It not been for their untirijig ef 
forts, there is no doubt in my mind that
there would have been little, If any, secu
rity legislation on our statute books
today. It truly can be said that legisla
tion such as this stands as a monument
to their trail-blazing efforts.
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The CHAIRMAN. The time of the pIe. These contracts cannot-and must
gentleman from Colorado has expired. not-ever be repudiated. Approximately
Mr. DOTJGHTON. Mr. Chairman, I 80,000,000 persons have paid some money
yield 5 additional minutes to the gen- through social-security taxes into this
system-approximately 25,000.000 pertleman from Colorado.
Mr. CARROLL. Mr. Chairman, I shall sons are currently insured, and approx-.
not take up much more of the time of imately 13,000,000 persons are fully inthe Committee. I should like to finish sured, which means that they are entitled to receive their benefits upon
Mr. Brown's statement:
Relief and assistance are necessary last re- reaching 65. Already over $12,000,000,000
sorts, but like all paternalistic measures, they of social security taxes have been paid
breed dependency by making it comfortable, by the American people into the oldage and survivors insurance and under
Even More serious in a democracy, they encourage subservience to the group or agency the legislation we are considering today
this fund will probably grow to over
that gives the most generous hand-outs,
$90,000,000,000 and the annual cost of
Remember, under a contributory inthis one program alone may well exceed
surance system no man needs to be be$10,000,000,000 annually. I call your atholden to any political party. He does
tention to these facts for the sole purnot need to be beholden to a Social Secupose of alerting you to the seriousness
rity Agency for he has earned his secuof this legislation and to caution you
rity. Yes, he has paid his way.
I might say, ladies and gentlemen, that a false step today may jeopardize
the protection and security of our peoafter listening to testimony on this bill
for some 6 months, as I have indicated ple for whom this system is so nobly
designed. You will reflect, of course,
to you, I wish we could have gone much
that the system has been amended be-.
further in this bill. I think time and
experience will bring the farmer and the fore-in 1939; in 1943; in 1946-and that
agricultural worker within the program, a bill almost unanimously passed the
xpeiene wil bing House In the Eightieth Congress which
I thnk imeand
would have increased benefits and exbruswthntiring
l
ie
poesnandeprec
Ithin
themprofssironlgroupis withi this prmoc- tended coverage. You will say to megramy. This program is good forAmemic-, if this has been done In the past, it can
be done in the future to remedy a misrgrmI
good for epeo America,
racyn hid teltl
take which we might make. But, and
and goo forethe littlgepeopleso Ameica.il
I call your attention to this fact, amendIfpwedl thae thnae ourg toe passe Stthisbl
ments made in the past have been upcan then work its will upon it in the
ward and have been designed to widen
next few months.
benefit payments and to increase the
One final word In clo~ing this debate.
coverage provisions. The history of sobll wll ffet eery
Thisimprtat
cial legislation in all countries shows
ra
nti
hmevery
ilwllafc
Theisciporantd
that the political implications of revokNameican. Clanevrlythotme ithis greatfo
Nation Clrearlythenn timare thacoe frori ing what may have become regarded as
a vested right are such that benefits are
sions of the Social Security Act. The
never reduced despite costs.
level of benefits under this insurance
It is my firm belief that if we go fore mde
mst aequteproecsystm
cautiously in this field, our socialward
sytioemamstnable, mandweadeuate perotc
security program will endure forever,
tinreasonableipatindtwevemust permi
and this is my hope and yours as well,
h
goreateor paricipaiongt. vryn
am certain,
wrsfrhslvn.I
It seems to me that in considering
Mr. JENKINS. Mr. Chairman, we are
this legislation it is of the utmost imengaged today in consideration of a legislative measure which goes to the very portance that we keep before us the end
to be achieved and not lose ourselves
heart of our American way of lifewhich touches upon every section and amidst the thick foliage of technicalicross section of- our people, and whith ties and minor provisions. It has always
been my belief that the purpose of social
will leave its imprint not only upon the
present generation of Americans but security is to provide a basic floor of
economic protection to the Individual
upon all the future generations. I say
and his family. I believe that such proto you with all the sincerity and vigor
at my command that many sessions of tection actually stimulates and encourages additional financial protection to
this great Congress will come and go
be gained through individual initiative
before we have the privilege of considering a piece of legislation which 1s of and ambition. According to my phigreater magnitude than that before us losophy, benefit payments should be
realistic and not mere token payments.
today.
I would at the very onset call your Let us examine for a moment how large
attention to but one single aspect of this a benefit an insured person should
legislation which makes it so unique and receive,
If old-age and survivors Insurance
which by this feature alone characterizes
had been framed like the English sysIt as such a vital and significant matter,
I refer to the fact that this legislation tem, every person whose work is covered
will endure in perpetuity or until this would pay in the same tax, and each
would receive the same retirement benegreat Nation should ever be called upon
to repeal its national obligations. A bad fits. Each member of any class of benetax law can always be repealed, or any ficiaries would likewise receive the same
monthly amounts. The problem would
Federal project which is undertaken can
be that of determining an appropriate
be abandoned if the facts show that we
benefit and of determining the proper
were wrong. But, under this legislation,
the sovereign Federal Government is weekly or monthly amount of supporting
tax which the insured earners would pay,
writing binding contracts with its peo-
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Our system, however, was framed after
the German system-social-security
taxes are a percentage of wages-with
an over-all annual limitation. Benefits
are also in varying amounts, related
through a weighted formula to wages
and length of service.
In the case of the English system, the
question of an appropriate benefit
amount has presumably been fixed after
reviewing the needs of the typical bene
ficiary, the extent he may be expected
to meet these needs through private
sources, the social-security tax Insured
persons can be reasonably expected to
pay, and the supporting funds which can
be derived otherwise. The fixed tax
amount means that the direct supportIng tax Is relatively heavy on some, rela
tively light on others. The fixed benefit
amount likewise means that persons who
have no private resources will often have
to look to general relief. For the British
economy cannot afford benefits of a size
to provide more than a minimum of pro
tection.
In fixing our own benefits, the same
basic approach of considering the typical
Insured person, and weighing the factors
of probable need and outside resources,
required supporting taxes, and so forth,
must also be followed, if we are to have
a defensible system, which will provide
a floor of protection at costs our own
economy can stand.
Variations from the amount so deter
mined, by virtue of differences in the
Insured's wages, taxes, and length of
service in covered employment, requires
a special Justification based upon these
factors alone.
Fixing variances in benefit amounts on
the basis of difference in aggregate con
tributions is far from simple. In the
first place, differences in the benefits
which various contributors to date would
purchase are small indeed. To date in
contributions of the largest contributor
and his employer would Purchase only
about a $61 Per month benefit at age
65. The smallest insured contributor and
his employer would purchase about a
dollar's benefit.
On the other hand, when in a few
years our people enter the system, if the
rate is 3 percent, or three times the pres
ent rate, they and their employer will
have contributed Perhaps $7,200, and,
with accrued interest, will have paid for
an annuity of perhaps $75 per month at
65.
In fixing a benefit rate for today and
for 30 Years from now, it is obvious that
the Problem is quite complicated. For at
present no one has paid for any substan
tial benefit, but in the future some will
have paid (with their employer's contri
bution) for $60 more per month than
others will have paid for.
The Problem of the amount of benefit
payments to be provided for In the future
as well as the increase to those already
receiving payments was only one of many
considered during the deliberations on
this bill. In my opinion the increase pro..
Vided for In this bill to those now re
ceiving payments Is approximately right,
but H. R. 6000 unfairly discriminates
against older workers and workers who
are only irregularly employedl as to future
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payments. This Is so because the method
of computing benefits provided for In
H. R. 6000 gives these groups substantially lower benefits than younger workers and workers who enjoy steady employment. This Is a grave defect in
H. R. 6000 and should be remedied,
H. R. 6000 contains other objectionable features which should be corrected if
we are to have a sound and balanced
social security program. Let me call your
attention to the following:
First. H. R. 6000 imposes on the
younger people In the country the fixed
obligation of paying higher taxes in the
future in order to pay for higher benefits
than the Congress is willing to provide
.today in H. R. 6000. No justification has
been shown for imposing this additional
$2,000,000,000 annual cost on the oncomIng generation,
Second. H. R. 6000 excludes from coyerage approximately 1,300,000 of household workers who need social security
protection the most,
Third. H. R. 6000 provides for higher
benefits to those who are best able to
provide for their own security and discriminates against those with wages below $3,000 a year for whom the system
should primarily be concerned.
Fourth. H. R. 6000 threatens the existeneof the established pensions system
efncreaces
eeplcmn
n
oftour Steachers frloalemeploliemen, ad
ote n tt oa mlyeof
Fifth. H. R. 6000 launches the Federal
Government Into a vast and costly new
program of underwriting disability insurance for some 50,000,000 people without at first providing an opportunity to
judge the effectiveness of meeting the
problem through the sounder and less
costly grants-in-aid program which is
also provided for in H. R. 6000.
Sixth. In order to pay the cost of the
program H. R. 6000 calls for eight different tax increases within the next 20
years.
Seventh. H. R. 6000 surrenders to the
Treasury Department and the Federal
Security Administration the right to deternmine the rate of social-security tax a
person must pay by giving those agencies

nue collections. Sums equivalent to 100 Act. No appropriations have been made
percent of current collections (including under this authorization.
taxes, Interest, penalties, and additions
The Social Security Act amendments
to taxes) are transferred to the trust of 1946 provide survivorship protection
fund as such collections are received,
to certain World War II veterans for a
The Social Security Act of 1935 fixed period of 3 years following their dis
the contribution rates for employees at charge from the armed forces. Section
1 percent of taxable wages for the calen210 (d) of these amendments authorizes
dar years 1937, 1938, and 1939; employer Federal appropriations to reimburse the
rates were also fixed at 1 percent for the Federal old-age and survivors insurance
same period. The 1935 act provided that trust fund for such ~sums as are with
these rates should rise to 11/2 percent on drawn to meet the additional cost, In
January 1, 1940, to 2 percent on January cluding administrative expenses, of the
1, 1943, to 21/2 percent on January 1, payments to survivors of World War II
1946, and to 3 percent on January 1, 1949. veterans under the amendments.
The Social Security Act amendments of
Public Law 642, Gearhart resolution,
1939 modified this original schedule of authorized an appropriation to the trust
contribution rates to provide that the
fund from general revenues equal to the
rate of 1 percent each on employees and estimated total amount of benefits paid
employers should continue in effect
and to be paid under title HI of the So
through 1942, but left the remainder of cial Security Act that would not have
the schedule as originally enacted,
been paid had the amended definition
Successive annual acts of Congress,
been In effect beginning August 14, 1935.
however, extended the 1-percent rate
On June 23 the information was sup
from 1943 through 1947. The Social Seplied In a letter to the Speaket dated
curity Act amendments of 1947 extend
June 23. The information Is as follows:
the 1-percent rate through 1949; at the
A. "The total amount paid as benefits
end of 1949, accordingly, the 1-percent
under title II of the Social Security Act
rate will have been In effect for 13 years.
which would not have been paid had the
The amendments of 1947, however, Proamendment made by subsection (a) been
vide that the rate shall rise to 11/2 perIn effect on and after August 14, 1935."1
cent on January 1, 1950, and to 2 perAs of September 30, 1948, an estimated
cent on January 1, 1952.
$4,900,000 of such benefits had been paid.
h
eodsuc
rmwihrcit
B. "The total amount of such payments
Tescnsorefmwhhrcips
the Administrator estimates will here
the trust fund are derived is interest which
after be paid by virtue of the provisions
of
received on investments held by the fund, subsection (b).
A third source of revenue for the trust
Such payments after September 30, 1948,
fund is provided for in section 902 of the are estimated as $16,1i00,000.
Revenue Act of 1943, the so-called MurFor purposes of appropriation to the Fed
ray amendment. This -act amended seceral Old-Age and Survivors Insurance Trust
tion 201 of the Social Security Act and Fund In accordance with section 2 (c) (2),
authorizes the appropriation to the trust the two amounts given above should be ad
justed for interest. Thus, assuming a 2
fund of such additional sums out of genpercent Interest rate and January 1, 1950, as
eral revenues as may be required to the effective date of the transfer of funds,
finance the benefits and payments prothe two amounts would be *5.300.000 and
vided in title II of the Social Security *13,800,000 respectively.
Fiscal data on Federal old-age and survivors insurance system
[In millions of dollars)
Amns
Calendar year

Appropria.
ations to
Interest
fudIfrom

the authority to determine who is a Self-

-

employed person and who is an employee.

1937----------------------------------1918----------------------------------1939-----------------------------------

Eighth. Under H. R. 6000 the trust

fund will grow to over $90,000,000,000.
Let me tell you how this trust fund
works:
Amounts accumulated under the oldage and survivors insurance program are
held In the Federal old-age and survivors

Insurance trust fund, and financial opera-
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194 ----------------------------------

%1-------------------------

1942 ---------------------------------1943---------------------------------1944---------------------------------1946 ----------------------------------

1946-------------------------------1947 ---------------------------------IM ...............................

___

___

6514
343
568

52
15
27

607

43

789
1,012
1,239
1,316
1,285
1,295
1, 158
1,688

1637-48-------------------------

Total Income

___

Benefits
tadminis
pardetpnve
fund
______

$516
318
693
650

ddet
fudddt
___

$1
10
14
35

56
72
88
107
134
152
164
28

845
1,081
1,328
1,422
1,420
1,447
1, 722
,6

88
131
166
209
274
378
466
5

281__

I'___
969

_

(2)
(2)
(2)

$26

26
28
29
29
so
40
46
1

$511
348
1577
68
7311
1126
1, 1o2
1,184
1,116
1,029
1,210
1,362

___556___

12,214
1,142
13,356
2,329
305
10, 722
tions under the program are handled
IBgnigJl
,14.aporain
qa ae olceecp
htatr14
prpitosicuerltvl
through this fund. The primary source small amounts approprited to meet benefit costs and administrative costs of the specia1 veterans'survivor benefits
of the fund's receipts is amounts appro- of sec. 210 (namely, $75,000 in 1947; $700,000 in 1948; and $3,251,000 in 1949). Prior to July 1, 1940, Congress, in
priaed
nde
appopr
ae acordance
with the provisions of the Social Security Act of 1936, annually appropriated funds to the old-age reserve
tpratd
ndr
ot itperanen
eranntaproriaccount based
on estimates of amounts required to fiance the syste ona cural basis.
tion, on the basis of contributions paid
3Administrative expenses of the Social Siecurity Administration and the Treasury Department -under title 11 of
by workers and employers in employ- the Social Security Act and Under the Federal Insurance Contributions Act. were reimbursed out of the fund begin.
meats covered by the Federal Insurance
nn a.1 90

Contributions Act. The Federal Insurance Contributions Act requires all employees and employers, except those In
specifically excluded employments, to pay
contributions with respect to the wages
of Individual workers, disregarding
amounts In excess of $3,000 per annum.
These contributions are collected by the
Bureau of Internal Revenue and are
paid into the Treasury as internal-reve-

Ninth. H. R. 6000 extends the whole
social-security program, including the
proposed disability payments, to Puerto
Rico and the Virgin Islands. The extension of the system to these possessions
will create many anomalies and unfortunate results which could be avoided by
establishing an independent system for
these and other possessions based on
their own economic level.

Tenth. H. R. 6000 provides for funeral
benefits for which already more than
78,000,000 persons have paid for in some
life-insurance protection.
I have called to your attention some
of the major defects of this proposed
legislation and now direct your attention
to some specific proposals for correcting
them. These proposals are summarised
In the minority views in House Report
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No. 1300, beginning on page 157, and are
discussed fually therein. They are as
follows:

Such an opportunity Is provided for In the
bill by extending Federal participation to

payments to all permanently and totally
I. ontnuaionof
he resnt 3,00 wge
disabled persons who are in need. The-cost
base:
iuaio othewagebsento $3,800, wase
of the proposed disability insurance program
bs:Increasingthwaebsto360,s
may well exceed $100,000,00
nual
prcposed In Hf. R. 6000, results in higher
wihi tenet
e yar.wih
wihntenxfeyer.ihpoagdahtfomaltohee
benefits to those better able to provide their
own protection and does nothing to increase
EF~
OFOR EOMMENDATIONS
the benefits for those with average wages
If the above changes are made in this
below $3,000 for whom the system should be
proposed legislation, the compulsory socialprimarily concerned. It Increases the dollar
Insurance system will be kept within its
cost Of the system substantially, provides a
fundamental purpose and Its cost and the
windfall to persons near retirement who earn
necessary taxes required for Its support will
$3,600 or more, and unnecessarily complicates
be substantially reduced. According to acthe keeping of wage records by employers
tuarial advice, the average annual saving
who must continue to report unemployment
until the maturity of the program, some 50
taxes On a $3,000 wage base.
years hence, will be in the neighborhood of
2. Elimination of the automatic yearly
$1,250,000,000. This saving Is real and not
benefit increase factor (the "increment"):
Illusory and the result would be wholly comThis Provision increases the cost of the propatible with the aims of the social-security
gram by approximately $1,000,000,000 anprogram. More than that, an adoption of
nually, discriminates against older workers
Our recommendations Will aid in preserving
and the irregularly employed, and automati.
the proper relationship between security
cally commits future generations to the payachieved through social Insurance and that
ment of higher benefits than will be paid
which Is to be had through Individual self
today.
reliance. The approximately $60,OCO,000,O00o
3. In conjunction with recommendations
so saved over this period would be available
1 and 2 above, we recommend using the high.
to the American people for their individual
est 10 consecutive years In determining the
use In providing for their own additional
average monthly wage: To assure more adefinancial security in the manner most appro.
quate protection for those who, owing to irpriate and fitting to their own circumstances,
regular employment, have average wages of
$3,000 or less for whom the system should
I have set forth some very real and
primarily be concerned, benefit payments
basic defects in H. R. 6000 which should
should he based on the highest 10 consecube corrected, and I have outlined the
tiveyeas onan
o eaning
aerrahertha
recmmedatons
ontine
in the
monthlys
o warige dethermihne
ove theaenreominorty
tiewsfo corretaingdi thesde
aemnhy wa
gedtrie
vrteemnrt
iw
o
orcigteedtire working time of the Individual as profccts. I will now elaborate on a few of
vided for in the bill.
these points to show you that the defects
4. Elimination of the authority of the
InHR.60arreladntilsr,
Treasury to extend definition of "employee":'
nH
.60
r
eladntilsrcmie
Paragraph 4 of the definition of "employee"
and that they should be corrected as

gives to the Treasury Department virtually

unlimited discretion, through authority to
exted
"mplyee,
te deiniionof
tode-of
etnthdeiiino"epoetoetermnine where the impact of the socialsecurity taxes will fall. As a result of this
authority, large numbers of persons will have
no way of knowing their social-security tax
liability until the Treasury determines It
for Rhealit. cvrgfohosolwrk
ers Thealbillcpurportsetooextendecoveragek-

household workers but In reality does so for

has been done in the bill H. Rf. 6297
introduced by my colleague from New
Jersty [Mr. KEAN].
TEBAKCEKDFNO
H

LNCHC

DEIIrO

FEPOE
OFEPOE

It would be manifestly upsetting to a
bsnstofdthtprnswhwom
It has business relations have suddenly
become its employees, and that it has a
set of tax and other obligations as their

employer,

That almost happened last

only a small group-1,300,000 of these workera are excluded under the bill. Coverage
should be real, not theoretical.
6. Teachers, firemen, and policemen with
their own pension systems should be excluded: We recommend direct exclusion of
teachers, firemen, and policemen, who are already covered under their own retirement
and pension systems. It would, in our opinion, be a mistake to take any action which
might jeopardize these existing systems to

year, and may happen during this Congress.
Last year, the Congress prevented It
from happening. For Congress deterthtiadntteeectvmr
miedthtiadntteeeuieo
judicial branch of the Government,
should define "employee" for socialsecurity purposes. The previous year, it
had done the same thing for labor-relations purposes. In each case Con-

long periods of time.
'7. Elstablishment of an independent system for Puerto Rico, the Virgin Islands, and
other possessions: A social-security system

ployee" In the particular statute was not
to be stretched by administrative and
judicial ruling to Include persons who

which contributions have been made over

specifically geared to the economic level of

gress provided by law that the term "em-

were not employees, but were independent business people Instead, In both

these islands is desirable. The extension of
the proposed legislation to these possessions
will, however, create many anomalies and
unfortunate results which could otherwise

cae

8. Continuation of existing law with respect to lump-sum death payments: More
than '78,000.000 persons have already paid
for the same private life-insurance protection Which this provision in the bill would
duplicate or replace. Encroachment; by the
Federal Government Into this field is accordingly unjustified.
9. Confine total and permanent disability
payments to the public assistance program:
Prior to launching into the hazardous and
tremendously costly field of disability In
surance, opportunity should first be given to
meet the problem through the sounder and
less costly Federal grants-in-aid program,

ba
nCnrs
orvreispeiu
ba
nCnrs
orvreIspeiu
stand, and give the administrative and
judicial branches a free hand In deciding
who shall be considered independent and
who shall be considered employees. This
would be lovely from a bureaucratic
viewpoint, but tragic from a business

be avoided,

th

cogesoa

atinws

cae
th
cogesoa
acinws
taken and adhered to over Presidential
veto.
Politics Is now in the picture more
strongly than ever, with Intensive administration pressure being brought to

viewpoint, and would mark a point of
surrender of congressional responsibility
to write the laws,
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In the last presidential election politi

cal capital was sought to be made of the
action of the Eightieth Congress in de
fining 'employee" for social-security
purposes. The country was showered
rpaanathturmaalloyhre
quarters of a million people had been de
prived of social-security benefits by the
action of Congress in adopting the Gearhart resolution defining "employee." This
despite the fact that the term was de
fined no differently from the way it had
been defined for the previous 13 years in
the administration's own Treasury regU-.
lnations.
Majority members of the Committee
on Ways and Means have adopted a pur
ported definition of "employee" for oldage and survivors Insurance purposes.
But what the committee has actually
done is to undefine "employee" inasmuch
as paragraph (4) gives the administra
tion and the courts Virtually unlimited

discretion to treat all sorts of people as
employees on the basis of a number of
vague "factors."
This blank check provision does
say who is an employee and who is
a
mlye
h
aarp
tefI
ans emploene.o thes
pararpt
isl:I

betvincofhsfat

not
not
h
h

(4) Any individual who Is not an em
ployee under paragraphs (1), (2), or (3) of
this subsection but who, In the performance
of service for any other person for remunera
tion, has, with respect to such service, the
status of an employee, as determined by the
cmieefcsof()otolvrthi
fet
f()cnrloe
h n
dividual, (B) permanency of the relation
ship,

(C) regularity

and frequency of the

performance of the service, (D) integration
the he
individual's
work in(E)
the lack
business
to
which
renders service,
of skill
eurdo
h niiul
F ako n
reuedothinvda,()lckfi
vestment by the individual In facilities for
work, and (0) lack of opportunities of the
idvda
o rfto
os
Any time the Bureau of internal Reve
nue or the Federal Security Agency or.

the court wants to hold a person to be
an employee, at least two or three of
these factors, as interpreted by them, can
be cited in justification,
The control factor, according to the
rgltoswic
h
rauypooe
rgltoswhcteTesryppsd
ls
erbtwihteGahr
eo
lution stopped, Includes power to control

as contrasted with right to control or
actual control. It is stated that this can
be inferred from the position of the par
ties. It is found in practically all Situa
tions where A contracts out a Job to B.
"Permanency of relationship" Canl
usually be found also, as the relationship
may be as permanent as that of an em
ployer-employee relationship,
"Regularity and frequency of per
fr

ne"mylk

iebeoudn

fr
ne"mylkiebeoudn
many relationships where the parties are
in fact independent. "Integration of the
individual's Work" in the firm's business
is normal to most business relationships,
Without bothering to review the other
atri
hudb
paetta
h
atri
hudb
paetta
h
administration and the courts can
clearly cover a host of situations, if they
decide to do so. They can point out a
few factors to justify their decision.
The question involved is niot old-age
and survivors insurance benefit cover
age. Even if the existing definition were

untouched and the Gearhart resolution
allowed to stand, the people involved

13968

CONGRESSIONAL RECORD-HOUSE

OCTOBER 5

would be covered for social-security purspent more time In considering and Pertax consequences, but this may prove to be
poses as self-employed
people o under
fecting
this paragraph. as heterthis
8hnia
o
othrcomiteebil.
poviios
th
Istadtheisse
example, the otetxae
fact that an Individual Is free
othe
ommtte
prvisonsof
bil. he
Isted, he ssu wa whthe
tohire helpers
* *
deserves to be
So the proposed new definition would paragraph or paragraph (4) would be treated as a factor indicating an Independent
be devoid of social effects. Its only effect
adopted. This was, In fact, the Issue of status.
would be to saddle firms with the rewhether the Congress would define coy
sponsibility of ascertaining and reporterage, or whether it would turn over this
The staff considered paragraph (4)
ing wages of persons with whom they legislative function to the administraunsound, saying:
have business relations, even though such tion.
Paragraph (4) of the definition adopts a
persons are not employees
and
not sua While
the majority
may attempt
method
of extending
the definition
of em
receve
sese.to
age do
Inthe
aprase
he ffec report
ofpargrah
~
ployee which
is basically
undesirable
be
receve agesin he uualsene.
t aprais th efect f pragrph 4),cause it Is too uncertain in it- scope and
But there is a larger issue, too. The It is doubtful whether such appraisal will -because It will extend the definition to in
Supreme Court has made clear that debe of any legal significance in the ac- clude groups for whom it would be Imprac
cisions in the field it refers to as social tions which may be taken under it by tical, it not impossible, to demand an ac
legislation are strongly persuasive
the administrative agencies or by the counting
0 . Assurances by. present
*
throughout the field. Thus it has cited
courts, if It is allowed to become law.
administrators of the voluntary limits they
labor relations decisions Interpreting
Only one thing is clear. The status will place on interpretation of the.broad pro
employee in social-security cases, and of no person who Is an employee under visions *
will not be binding for the
has cited wage and hours cases in labor
paragraph (1), (2), or (3) will be affuture.
relations cases.
fected by paragraph (4), but persons who
The admitted and potential scope of
There Is no question but that If paraare not employees under paragraph (1),
paragraph (4) Is also indicated in the
graph (4) of the proposed definition is
(2), or (3) may be held to be employees
technical-staff report:
adopted for old-age and survivors in- from the combined effect of the vague
The Federal Security Agency states as its
surance, it will soon be reckoned with fn factors enumerated In paragraph (4).
present opinion that the economic depend
unemployment compensation, workmen's
In view of the scope of the first three
ency test would
*
* include outside
compensation, and related fields-perparagraphs, and inasmuch as paragrap
salesmen *
Slessee
taxicab operators
haps even in the laws of agency and
(3) can be broadened to any extent delif-isuane
salesmen,
idsra
homewresen-to
negligence,
sired by the Congress, there is manifestly
houersalnersme,
condusctlogrial hmieworkers,en
Thus the Implications of whether
nc justification whatsoever for parajourneymen tailors, subcontractors * * *
paragraph (4) of the proposed definition graph (4). It was adopted by the ma- contract filling-station operators. It is
is adopted or rejected are widespread. jority under extreme pressure by the adhighly probable that the economic depend
Perhaps the most important single issue
ministration. It is a surrender of the
ency test would
* * Include neigh
Is whether Congress will write a true
prerogative of the Congress to write the
borhood newspaper correspondents * * *
statutory definition, or whether it will
definitions in tax laws.
at least some fire, theft, and casualty sales
yielpessre
topolticlfom he dt gvestheadministratIon a weapon
men; real-estate salesmen; bulk-oil distribu
yiel fom
topolticl
he d-pessre t gvesthetors;
gasoline-station operators; subscrip
ministration and hand over the prerogawith which to terrorize business.
tion agents for periodicals.
tive of defining employee to the other
It leaves the status of millions of our
branches of Government.
citizens to the almost unbridled exercise
Even the committee appears to be
Congress Itself should define employee
of administrative discretion, and does so aware of the Indefiniteness of paragraph
and not hand over to bureaucrats a set Just at a time when they must determine
(4), and its report sets out its belief as
of factors to be used at leisure to bolat their peril whether they are to be held to how the factors will be applied in seven
ster up predetermined administrative
covered as employees or as self-employed, situations. These examples are presum
decisions. We are on high ground when
No social purpose, not even a fiscal ably intended to be reassuring, as under
we Insist that we have a rule of law and purpose, would be served by adoption of the particular facts set out In each case,
not of men.

paragraph (4) to offset the confuslon
six out of the seven were stated not to
Paragraphs (1) and (2) of the definiand uncertainty which would result from
be employees.
tion are In effect a mere rewrite of the
its adoption.
But, In applying the seven tests under
Gearhart resolution, except that paraBut Its adoption would mark a tragic
the definition:
graph (2) is positively stated as the comdeparture from the constitutional diviFirst. The "integration" factor, indi
mittee decided to overrule the Supreme
sion of powers among the three branches
cating an employee status, was found
Court-holding in the Bartels case.
of Government. Congress would sur- present In every case.
Paragraph (3) stands as direct proof
render its right and duty of prescribing
Second, The "skill" factor,.dctn
that Congress can extend the definition who shall be subject to a tax,
independent status, was recognized In
Paragraph (4) is the approach insisted only one case In which there was not a
of "employee" on a clear and understandable basis. The status of several
upon by the administration. It Is based substantial Investment, and in that case
categories of persons, such as city and
on dicta In the Supreme Court cases the individual was held to be an em
traveling salesmen, is made clear under
which, as previously mentioned, were ployee.
this paragraph. While there Is a serious
overruled by paragraph (2) of the defiThird. "Opportunity for loss," indicatquestion as to the equity of covering two nlition.
Ing independent status, was not recog
or three of the categories, the approach
The committee report to the bill states, nized In any case where there was not a
of paragraph (3) brings the issue In as to paragraph (4):
substantial investment.
sharp focus before the Congress and the
The Supreme Court decisions set forth a
Fourth. "Permanency," indicating em
persons who may be affected,
number of factors to be considered * * 0, ployee status, was found to exist in every
A major difficulty * * * is the Indica- case except one, and in that case was
Paragraph (3) was prepared and presented as a proper approach by the techtion by the Court that the factors consid- tied In with the next factor.
omite,
nia
fthsaf
oitTa
ered by It are
exclusive to chart
0 .a Your
*
Fifth. "Regularity and frequency of
nica
o'th
stffJoit
Tx Comiteecomnmitte
hasnotattempted
more
after representatives of the Federal Sedeiieaus
hnta
li
onb h
performance," Indicating an employee
curity Agency and the Treasury had in- Supreme Court * * * and at the same status, which was found to exist in six
slated that only the vagne factors re- time has limited the possibilities of tax cases.
ferred to by the Supreme Court should avoidance by employers.
Sixth. "Investment," indicating Inde
bp used. This paragraph covers specifiBut a correct analysis is fon in the pen dent status, was specified as substan
cally all groups who appeared before the report to the committee of Its joint tax tial in five cases.
committee requesting coverage as em- committee technical staff contained in
Seventh. "Control," indicating em
ployees, and practically all classes that the appendix of the minority report,
ployee status, even though factually in
the Treasury and Federal Security
which states:
consequential, was concluded to be pres
Agency admitted they intend to cover by
Th
urm
or
ette
ent in five cases.
aplin
h Spem
ortfctr.In
door open for the development of new facThis prevalence of factors pointing to
adopting this paragraph the committee
tors . * * the definition limits considthe employer-employee relationship even
was in a Position to know exactly whose eration to six specific factors. It was an- In the factual situations Illustrated,
status would be affected. It should have
ticipated that this would avoid uncertain raises the question of what will be the
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actual holdings. For paragraph (4) Is
not a definition, but a direction to the
administrative agencies and the courts
to apply the factors to the particular situation.
Any firm may find an alarming number of factors present in the case of persons never considered its employees,
The Treasury and the courts would have
an accordion for a yardstick in determining these persons' status,
As stated in the joint tax committee
some
staff
report:
*
technical
*
I
* * * factors will point each way
it Would be impossible to forecast which fac.
tors would be controlling when they conflict,
in practice it Is likely that such conflicts
Would be resolved by the tax administrators
on an intuitive approach, * * * an approach that Is contrary to the principle of
certainty in tax statutes.
THE INCREMENT IN H. R. 5000

The existing social-security law provides that the benefit amount which a
recipient receives is increased by 1 percent for each year that the worker has
worked in covered employment. This
means that the amount of benefits are
increased 40 percent by 40 years of
coverage,
H. R. 6000 continues the increment
factor but reduces it to one-half of 1
percent.
I believe that the increment factor
should be entirely eliminated, and my
recommendation is supported by the Advisory Council on Social Security in its
report, Senate Document No. 208, Eightieth Congress, second session, beginning
on page 34, which says:
The benefit formula of the present program, with its automatic increase of 1 percent for each year of coverage, In effect
postpones payment of the full rate of benefits for more than 40 years from the time
the system began to operate. Under such
provisions, if the benefit amount of a retired
worker after he has had a lifetime of cover-

age represents a reasonable proportion of
his average wages that for older workers who
have been in the system for only a few years,

and for the survivors of younger workers,
will almost of necessity be inadequate. Thus,
the survivors of a man who began working
at age 20 and dies at age 30 will have rights
to benefits only about three-fourths as large
as those. which the same average monthly
wage would have provided if he had lived
to age 65. Yet the worker who dies at an
early age has had less opportunity than
have older workers to accumulate savings

and other resources to supplement the benefilts payable to his survivors. The Advisory
council believes that adequate benefits
should be paid immediately to retired bene-

fcaisadsurvivors of Insured workers but
considers it unwise to commit the system

to automatic increases in the benefit for each.
year of covered employment.
In the hearings before your committee,
the principle of paying higher benefits in
the future and discriminating against
older workers first entering the system
with only a few years to retire was
sharply criticized by many witnesses and
was supported only by the A. F. of L., the
CIOj, and the Federal Security Agency.
In cutting the increment from 1 percent
to one-half of 1 percent the majority
have recognized the Inherent unsoundness of this provision. It is unfortunate
that they were unwilling to eliminate it
entirely.

Not only does the Increment factor
discriminate against older workers first
entering the system with only a few years
to retirement and favors younger workers with steady employment, but it also
discriminates against workers who do
not have continuous employment. It Is,
however, this group of intermittent
workers who are least able to provide for
their own security and for whom the
system should be primarily concerned,
No justification has been presented for
favoring of the steadily employed worker,
and in our opinion such a principle is
wholly inconsistent with the social purposes of the system and can only be defended in the light of political exThviwothFeeaSpeiny

ever been presented for Imposing this
additional cost on future generations.
It should be clearly emphasized that
this unfair and discriminatory provision
which results in this tremendous addi
tional cost to the system is absolutely not
necessary in order that benefits may be
related to either the length of time a
worker has been in covered employment
or the amount of taxes paid by the
worker into the system. Incentives for
continuous work are already provided
without the annual increment through
the continuation factor by which the
amount of benefits are reduced pro rata,
for time spent in uncovered employment.
For example, a worker with the same
aergmnhlwgehoas1yas

curity Agency in advocating the retention of the increment factor is that it
is required as a selling point to induce
workers to enter the system and to compensate those who have paid contributions over a long period. However, the
computation of the average-wage formula which includes the so-called continuation factor performs this function
by reducing the amount of benefits of
intermittent workers. The increment
factor cannot, therefore, be justified on
the ground that those with long periods
of covered employment should receive
higher benefits than those with only
intermittent employment because this
principle is taken into account by other
provisions in the bill.
Another most serious objection to the
increment factor by which the amount
of benefits are automatically increased Is
that we are committing future generations of Americans to the payment of
benefits which are higher than we are
willing to pay today. If benefits are
adequate today, as indeed they should
be, then benefits which are 20 percent
higher in the years to come must be too
high. I believe that it is a far wiser

of covered, employment out of a possible
20 years will receive a lower benefit than
a worker who has 20 years of covered em
ployment out of a possible 20 years.
It is completely out of order to support
the increment provision on the ground
that some private pension systems and
some Federal retirement systems have
an increment provision because the pur
pose of the Increment in these systems
is to encourage valuable employees to re
main at their jobs. But this is not a
consideration under a national social-in
surance system where workers may pass
from job to job and still remain in coy
ered employment unless we are now to
change the whole concept of social secu
rMy from that of a system designed to
provide an adequate floor of protection
to one of providing a high scale of bene
fits which approaches a self-suffciency
labor.
For these reasons I am opposed to the
one-half percent increment contained in
H. R. 6000. This provision has been
eliminated from H. R. 6297.

peiny

cus

ThviwothFeeaSe

oproial

coretneidclyrve

eiwteae

h
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quacy of benefit payments, if such is

aergmnhlwgehoas1yas

INCLUSION OF PERMANENT AND TOTAL DISABILrrY
INSURANCE IN H. Ri. 6000

h

omte'

nlso

fpra

Tenadcommlittee's tyinclusionof beerm
neits andtheotldisgeablt-ndsurancer beneu
ft i
ance Program is a most serious mistake,
embarking the Federal Government on
a program of untold costs -with Political
and social dangers of a grave nature.
The needy worker who is permanently
Seuit
dianld the Soiaelyi
finanioalhlp,

necessary, rather than to set into operation this automatic-escalator clause
which binds us to the payment of higher
benefits in the future when the costs of
the whole system will be the greatest.
Another example of the unfortunate
of the incofme
diciiaoyeffect
increiamentrit
discriminatoryand
Act should make provision for him. We
factor is in its application to survivors'
hudb ae
hth
benefits. Obviously a worker who dies bleehwvr
beivhwertatesoudetkn
at a young age has had less opportunity
to build his own security, and yet the care of through the publlc-assistance
benefits to his wife and children will be program rather than through uncondi
lower than those paid to the survivors tightal Alteranatie berovitsio forypblic-s
of workers who die at older ages. These "rgt"Aenavpoisnfpul
assi'tance benefits to the permanently
wokrhwvrhaehdalftm

to build their own security,.n
Not only is the increment principle
discriminatory and unfortunate, but as
was clearly pointed out in the hearings
it Is a positively dangerous feature because it results in tremendous additional
costs to the program. For example, over
the next 50 years the additional extra
cost because of the Increment will average approximately $1,000,000,000 a year,
or a total of $50,000,000,000 for this one
provision in H. R.- 6000. ApproxImately
40 or 50 years hence when the system
has approximately reached its maturIty, the yearly cost of the increment will
be in the neighborhood of $2,000,000,000
a year. Absolutely no Justificatlon hias

anttlydibed

ilafodteop

h p
ilafr
oal
iald
portunity of frst-hand study of the
admittedly serious administrative prob
lems of long-term disability, and will
provide a laboratory for watching the
practical diffculties unfold.
Almnost no testimony of consequence
was presented to the committee in favor
of the inclusion of permanent and total
disability-insurance benefits. While the
Senate Advisory Council recommended
that insurance b2nefits be provided, they
were proposed in conjunction with a sub
stanitial extension of the old-age and
survivors program to large numbers of
Individuals not to be covered by this bill.
The 'recommendation was Predicated.
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therefore, on thc reduction in percentage
duplication of coverage would foster,
costs which would be occasioned by a many State workmen's compensation
broader extension of coverage, which re- benefits will have to be cut back for disduction in costs would create something abilities lasting longer than 6 months, or
of a cost cushion for experiments in the at the least needed liberalizations will be
permanent and total disability-insurance
avoided. In fact, this provision for parfield. This margin is not available in tial duplication of payments with workthe less broad extensions to uncovered men's compensation benefits is apparclasses contemplated by this bill. Fur- ently Intended as an opening wedge for
thermore, it should not be forgotten that the taking over by -the Federal Governthe report of the Advisory Council was ment of all benefits in the workmen's
accorapanied by a strong dissent.
compensation field now regulated by the
That the cost of permanent and total States.
disability benefits would be large and unD-sability is peculiarly a personal
controllable is shown conclusively by the
problem which does not lend itself to
experience of life-insurance companies standardized procedures. The sensitive
In providing such benefits in their policies disabled individual ordinarily requires a
Issued during the two decades from 1920
high degree of sympathy and underto 1940, where, even with the selection standing for his rehabilitation, while a
by the companies of only the better inmalingerer requires stern treatment.
surance risks and the inclusion of a Proper vocational rehabilitation is essenmuch smaller percentage of women than
tial. Obviously the States and local
in the labor force as a whole, the costs communities are in a better position to
were very large and resulted in surplus
handle these problems free from political
losscs of hundreds of millions of dollars. bias and irfluence than a Federal organiThe costs of the proposed benefits will zation with headquarters perhaps thouapproximate $1,000,000,000 annually, and sands of miles from the unfortunate disrequire at Last 2,000 additional emabled person. Public-assistance proployees to handle the program, not grams administered by the States and
counting doctors on contract. Not only local communities can provide just such
are these figures very disturbing, espeindividualized treatment. In contrast.
cially when added to the billions alresdy
a Federal insurance system of the illInvolved in other phases of the program,
defined risk of permanent and total disbut in the light of the experience of the
ability is an open invitation for the exerInsurance companies it is extremely
cise of political pressure for the approval
doubtful whether the costs can be conof doubtful claims,
troiled and whether even this additional
It seems to the minority that those
Lureaucracy will not have to be expanded
Individuals who are so unfortunate as to
manyfold In order to administer the suffer permanent and total disability
program. Permanent and total disabilduring their productive years, and find
Ity is peculiarly a subjective condition;
themselves without means of support,
an ailment that disables one does not should be taken care of through a prodisable another. The decision to congram of public assistance on the basis of
tinue to work or stop work frequently
need. Such a program would eliminate
depends upon ambition, business oppormany of the problems that would exist if
tunity, or financial necessity rather than the individual could claim the benefits
physical handicap. In a number of cases
as a matter of right, wcald greatly rethe unquestioned availability of cash duce the cost of such benefits, and would
benefits actually undermines the will to
make thenm available generally to all who
recovery. If benefits are to be estabneed them. The program could be adlished as a "right," there will no doubt ministered on a local basis-that would be
be a great many to whom the temptation
more responsive to the local situation and
to take it easy will be Irresistible. This the character and needs of the inditenden-.y will be evident in a most exviduals concerned.
treme form in the event of a business EXTENSION OF OX-D-AGE AN SU~~~
INSURrecession, as the last depression showed
AC
TO PUERTO RIC
AND THE VaGINT
a very substantial increase in the inciISL&NDS
dent of permanent and total disabilityStes
insurance claims. Ho Howa
oenet
Extending
and insurance
survivors Inovenmnt
surance
and old-age
disability
to
agnycould -control such costs, evn Puerto Rico and the Virgin Islands, as
with the most minute and searching In- poie
nteblwudma
o
vestigation into the personal physical
ph rovid
ssofinued
il theol
in
ean for
condition of each claimant, is hard to lauds benefits on a lavish scale as comnoetaonlydo temjrtfalorcgPared with the insured in the United
Not fil
nlydo
o rcog-Staes.of
te mjorty
nize the temptations of abuse for a total Stes
and permanent disability-insurance proFirst. The typical Islander and his
gram, but in the technical drafting of wife would receive at 65 a combined
the bill they actually provided positive benefit equal to at least 75 Percent of
incentives to - malinger. Provision is his monthly wage. The great percentage
made for the duplication of disability
would not even have to retire to be eligibenefits proposed in the act with workble. but could draw the benefits and
men's compensation benefits payable in continue at work,
replacement of wages, up to one-half
Second. The surviving wife and two
the amount of the smaller of the two
or more children would receive benefits
benefit Payments. Total benefits payequal to 80 Percent of the deceased's
able between the two programs will wages--though there would be one less
therefore become attractive, In compari.
to feed and clothe, and no~carfare,
son with take-home pay, to those whose lunches, union dues, or lay-off periods,
original urge to work was never overThird. If no surviving wife anti childeveloped. To avoid abuses which such
dre*., dependent parents age 65 or
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older, would receive a combined benefit
equal to at least '75 percent of the de
ceased wage earner's monthly wage,
though obviously no such support was
obtained from him in his lifetime.
Fourth. In a substantial number of
instances benefit payments would be'
larger than wages had been.'
Fifth. Disability payments would be
at a rate equal to half pay. In the event
pay rates drop or jobs become scarce, it
is manifest that such a rate invites
chiseling.
Obviously no such liberality as would
be extended the insured of these islands
can be extended to people in the United
States. The costs of supporting benefits
equal to such large fractions of wages
would be prohibitive.
Just as obviously the benefit payments
on this generous scale in Puerto Rico and
the Virgin Islands will not be supported
by the social-security taxes collected in
these islands. The great bulk of the
cost will fall upon the QASI taxpayers
of the United States.
From the viewpoint of many Puerto
Ricans and Virgin Islanders, there is,
however, a very dark side to the pic
ture-a substantial percentage of con
tributors would have an insufficient wage
rate to meet the minimum requirements
of insured status. This, however, would
not excuse them from paying their
social-seeurity taxes out of their small
earnings.
The indefensible practical effects of
applying our system to Puerto Rico and
the Virgin Islands arises because its pro
visions do not fit in at all with the wage
rates and living standards of these
islands.
Even the industrial wage rates are
relatively low. This is indicated by
an unemployment-compensation system
adopted May 15 of this year for the
Puerto Rican sugar industry. Under it
maximum benefits of $5 per week are
paid for industrial workers in the indus
try, and $3 per week for agricultural
workers in the industry-less than a
fourth of maximum amounts paid in the
United States.
While It Is difficult to obtain accurate
figures, apparently factory wages are
somewhat under $15 per week, as con
trasted with around $50 in the United
Stes
An Individual earning $100 Wer month
on te esarndsing $300hl
permonthbl winthe
n
ann
30prmnhi
h
United States. Under the bill a person
earning $300 per month, and his wife,
would have benefits of around a third
his annual wages. But his Puerto
Rican or Virgin Islands counterpart,
earning $100 per month, and his wife,
would have benefit's of around threefourths of his average wage. For the
benefit formula in the bill pays five times
the benefits for the first $100 per month
of wages as for the second $100 and the
third $100 of wages.
A large portion of the working popu
lation of the islands earn $50 or less per
month. On attaining age 65 any such
Individual and his wife could receive at
least $37.50 per month. This would be
true though his earnings had never ex
ceeded $35 per month. He could draw
benefits and at the same time continue
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on his regular job, as he already meets
the same place. Their duties relate
the bill's definition of retirement-hijs
mainly to internal-revenue taxes relatearnings do not exceed $50 per month.
ing to shipments between the United
A considerable portion earn much less States and the Virgin Islands. Add-ithan $50 per month. In the July 29, tional personnel would have to be set up
1949, issue of the Federal Register, the if the Federal Government attempted to
Wage and Hour Division published minicollect 0ASI taxes there and require
mum'-wage rates in industries in the Virpayments to be made into the Federal
fund.
gin Islands. In the hand-made art-linen
Industry and In the hand-made strawMr. DOUGHTON. Mr. Chairman, I
goods industry, hand sewing and hand yield 5 minutes to the gentleman from
weaving were at 20 cents an hour and 15 Massachusetts [Mr. McCORMACKI.
cents an hour. Obviously manyi of these
Mr. McCORMACK. Mr. Chairman, we
earn Much less than $50 per month.
are about to approach a vote on this imUnder the bill such persons, if insured,
portant bill. I was a member of the subare deemed to earn $50 per month,
committee which drafted the original
Maximum survivor benefits of $40 per social-security law. I also participated
month-Perhaps more than they were in the amendments of 1939, and am again
earning-would be payable,
participating in further amendments to
The unfortunate would be those earn- this great and vital organic law.
Ing less than $33.33 per month-for exThe original act was based upon the
ample, a hand weaver who earned 15 theory of an Insurance plan, with the
cents an hour or a total of $30 for a individuals as beneficiaries. As a re200-hour month. This individual and sult of about 4 or 5 years experience in
the employer would be required to pay 1939 that was changed to the theory of
the social-security taxes but the indithe family as the benehiciary. This bill
vidual would not meet the minimum in- brings other groups in and strengthens
sured status requirement of $100 per the organic law. It is real, sound dequarter, and thus would receive no mocracy in operation to meet the prinprotection.
cipal and foremost question confrontIt is apparent that the extension of the ing us on the domestic level-the quessystem to Puerto Rico and to the Virgin tion of economic insecurity,
Islands would In effect impose upon them
Probably the proudest man, Mr. Chairan indefensible lottery. Many of those
man, and justifiably so today, is one of
most needing protection would receive
the youngest-minded men in the House.
none, but would be forced to pay in their
But in years he is the dean of the House,
pennies which they badly need for subthe great chairman of the Committee on
sistence. Others would receive benefits Ways and Means, who piloted through
out of all proportion to their wages,
the Congress the original Social Security
If it is found that the Virgin Islands
Act and under whose leadership the
and Puerto Rico need, and can afford, House passed the bill of 1939 and under
social insurance, we should give them
whose sterling leadership the House will
every encouragement to devise a proper
pass the bill we have before us todaysystem geared to their own economic
our dear colleague the gentleman from
level. In the case of unemployment North Carolina, BOB DoUGIHTON.
compensation, Puerto Rico has estabAs it was my purpose to call attention
lished its own system. It and the Virgin to this great American, to this great
Islands can do likewise for old-age and Member of Congress, this great statessurvivors insurance,
man, and what he has done in connecThe Virgin Islands, while applying the tion with this legislation, I will conclude
Federal income-tax law, requires such my remarks by stating that in, the great
taxes to be paid into the treasury of the career he has had, as he looks back he
suchtaxs
wil rmemer
ae
a th grates ac hehas
islands. Furthermore,suhtxsae
wlreebrathgetstctehs
only collected for the purposes of the ever performed in the legislative field,
government of the Virgin Islands. The leading the fight in the passage of this
Bureau of Internal Revenue would be reSocial Security Act and amendments
quired to set up additional personnel in thereto. By doing that he has done more
the Virgin Islands (secs. 1395, 1936, 1397, to strengthen the family life of Amertitle 41, U. S. C.).
ica than any legislation passed in the
The Legislature of Puerto Rico im- last 50 years.
pose it ow taes
Inerna-reenu
M. DUGHON.Mr. haiman as
741sit
awnd 741er(a)-rofethe Itaerna
far.asIkowthere are nohfurther ra(sees. 71ad71()o
h ne'nl fra
nwteeaen
ute
e
Revenue Code) and they are paid into
quests for time.
the Puerto Rican Treasury. The basic
Mr. COOPER. Mr. Chairman, I ask
income tax of Puerto Rico is the Income unanimous consent that all Members deTax Act of 1924 (No. 74, August 6, 1925,
siring to do so may have permission to
pp. 400-500). which repealed the act
extend their remarks at this point in
of July 1, 1921, No. 43. This act has been
the RECORD on the pending bill,
frequently amended. Sections 24 and 27
The CHAIRMAN., Without ojcinobjecion,
require the filing of individual incomeit is so ordered,
tax returns in the office of the Treasurer.
There was no objection.
Returns are required-under section 13
Mr. McKINNON. Mr. Chairman, I
of an amending act. No. 31, of 1941-of
am most gratified that during the first
single persons having net incomes of
session of my first term in Congress, I
$800 or over, married persons having a have the opportunity to express my
net income of $2,000 or over, and any
opinion and cast my vote for an improveperson having a gross income of $5,000 ment in our old-age-security program,
or over.
My major objection to the bill Is that
In Puerto Rico there are two offices, it doesn't go far enough, but I am reaone deputy collector at San Juan. and sonable enough to accept a half loaf now
an inspector in charge of alcohol taxes at and work for the other half later, rather
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to turn down the laborious study and ex
cellent work the members of the Ways
and Means Committee have performed.
I think this committee is due a hearty
'Vote of thanks.
One of the responsibilties of the free
enterprise system is to see that human
beings count for as much-and even more
-than machines. It is a long accepted
practice for the employer to set aside a
depreciation cost for his machinery and
equipment. It Is even more logical for
the employer to set aside a regular con
tribution toward the time when his em
ployees have worn themselves out, too.
Old-age retirement is logically a Fed-
eral responsibility. An Improved socialsecurity system means more freedom for
the employee during his period of work,
because against a private retirement sys
tem the employee may move from job to
Job, as opportunity for improvement pre
sents, without forfeiting the benefits of
his retirement benefit. Moreover, to al
low the respective States to take over full
responsibility of the old-age retirement
system results in the restriction of move
ment for elderly people and chains them
to a particular State in order to maintain
their eligibility for benefits. This re
striction of movement denies elderly peo
pie the full enjoyment of their retire
ment and is not in keeping with our tra-.
ditional American system of free move
menit from place to place.
It is heartening to me to note that
many leaders of business are in favor of
H1.R. 6000.
Just this week I received a most in
telligent letter written by the owners of
the largest department store in the city
of San Diego. I would like to read a
part of this letter, written by Arthur H.
Marston, Jr., a direct descendent of one
of San Diego's Pioneer merchant fami
lies:
My father and I believe that the proper
solution of the problem of income to people
In their old age lies within the Federal so
clal-security program, expanded to provide
an adequate pension on a sound actuarial
basis. At present both the amounts con
tributed by employer and employee are too
small, and the amount of pension is too
small. Contributions, paid equally by em
ployer and employee, should be increased
to provide a retirement pension adequate to
live on, in the case of people who have
fully qualified, possibly $150 a month.
My father and I particularly wish to ex
press this opinion to you because many
people and organizations in business have
taken the other view and opposed the Fed
eral social-security program and any ex
pansion of it, especially any increase of
pay-roll taxes. We believe that a Federal
pension system, supported by employer and
employee, has important advantages to the
people of this country, over any system of
voluntary and private pension plans.
a Federal
pension
systemsecurity
we assure
theWith
largest
number
of people
in
their old age, and we have a uniform plan
within the country, in which the people
participate on equal basis. Pressure groups
In strategic positions are not able to push
the conditions of the plan to their particular
advantage, nor does the attainment of
preference become a matter of competition
oramngizratinist. a an theaeshpo
The Federal pension system allows the
greatest economic flexibility to our Nation,
a most important characteristic of our free
enterprise economy. It is thle system that

13972

CONGRESSIONAL RECORD-HOUSE

allows the greatest amount of individual de-

termination to the employer and the employee. A private pension system tends to
bind both employer and employee, In fact,
that is often one of the intended results from
the standpoint of employer and labor-union
leadership. Such a system Is a fixed charge

on the employer who faces variable conditions, who may be required to expand his operations 1 year and reduce them the next.
Any economic system works best when Its
components can adjust moat quickly and

comfortably to changing conditions, expanding, contracting, adopting new methods, moving plants, going into business or going out
of business. The employee has just as important a part In this as the employer, and
this flexibility Is just as important to him,
His advantage Is best served when he can

leave his employment when his own motives

so direct him, when he Is free to change his
occupation or his residence with the least

the Ways and Means Committee, who

introduced the bill, stressed the fact that
the bill was not a perfect measure but one
that would require amendments from
time to time.
It is to the credit of the Democratic
Party that the, Social Security Act was
amended and broadened under a Democratic Administration in 1939.
It was clear to the Democratic Party
when they wrote the party platform in
1948 that the benefit scale established in
1939 no longer provided an adequate
floor of protection against the insecurity
of old age or -the sudden or premature
death of a breadwinner,
We promised In our platform to extend
tecvrg
fteatadices
h
tecvrg

fteatadIces

h
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of the Whole House on the State of the

Union, reported that that Committee,
having had under consideration the bill
(H. R. 6000) to extend and improve the
Federal old-age and survivors Insurance

system, to amend the public assistance

and child-welfare Provisions of the So
cial Security Act, and for other Purposes,
pursuant to House Resolution 372, he re

ported the bill back to the House.

The SPEAKER. Under the rule, the
Previous question is ordered.
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.
h
PAE.Teqeto
so
h

PAE.Teqeto

so

the public interest must require fixed terms
of service and which have had their own
pension system designed to hold men to their

benefits. And again it is to the credit
the passage of the bill.
of the Democratic Party that uinder a
Mr. MASON. Mr. Speaker, I offer a
Democratic Administration, a bill has motion to recommit.
been brought to the floor of the House
The SPEAKER. Is the gentleman op
that seeks to fulfill the party platform by posed to the bill?
extending the coverage of the act and
Mr. MASON. I am, Mr. Speaker, def
Icesn
h
eeisadstigu
ntlepaialadueuvcly
Incewasafeguard fordthoseiwhouf
enfis
idheThe SmpEatiER.yThe gentemuvoanlun-

service.

nwsfgad

interference.

I am, of course, speaking of

our economy in a general sense and am ex-

cluding from this consideration such occu-

pations as the military, police. etc., which, In

The Federal pension system follows the

employee. If he desires to change his work
If his health or the health of his family requires he move from one part of our country to another, his pension follows him,
e
know that war, Inventions, new methods, new
areas, new fuels can work great changes In
our economy, A Federal pension system permnits employer and employee to adjust to
these changes with the least difliculty. DurIng the war millions of Americans left their

former employers and entered war Industries,
With the end of the war these people returned to peacetime occupations. The Federal pension system did not deter them in

this movement from one industry, and often,

o

hs

h

idte-

selves through no fault of their own unable to earn a living because of permanent and total disability.
The Ways and Means Committee Is to
b commended for the months of hearings6and studyetheymhaveedevotedytoath
ngadstythyavdeodtohe

bill before us. They are to be commended
for bringing the bill to the floor of the
House In the first session of the Eightyfirst Congress and not in the last days
of the closing session as the Republicans
did In the Eightieth Congress when they
knew there wasn't time to enact even
thimiealwoyindqtepo

TeSEKR

h

etea

n

equivocally qualifies and the Clerk will
report the motion.
The Clerk read as follows:
Mr
coN
the
moe
to
ommitteon ways
e
and
Means, with instructions to report the same
back to the House forthwith, with the followIng amendment: Strike out all after the en
acting clause and insert in lieu thereof the
provisions of the bill H. R. 6297.

MrCOPR M.SpaeImv
thMrevou quOEstio on. theakr motio et
recommeit.
usio
nte
oint
rcmi.

termsabwhlyIdquepoThe previous question was ordered.
one area, to another, It followed them into
posal Into law.
The SPEAKER. The question Is on
war industry and back again. In the future
Eleven million more people will be
the motion to recommit.
the development of atomic energy may have covered by old-age and survivors inMrMAO.
r.SekontaI
a ra olmnnW
feto
surance bringing the total coverage to
ont
demand the yeas and nays.
want to see the miners become a great pres46.000,000.Thyesadnswreoee.
sure group calling for Federal subsidy to
People presently receiving benefits unThe questiond was taen: andethere
their industry to keep it going, if it becomes der old-age and survivors insurance will
w here-yeast113, nays
232,nanswtered
uneconomic, in order to protect their pen-wr-es13
ay
3,asee
sions. It will be to the interest of the counhave their monthly benefits increased on
L,
try and the miners if their pensions will fol- the average by about '70 percent; and
present" 3, not voting 84, as follows:
low them into new industries,
future benefits will be doubled.
[Roll No. 2171
You can see from these remarks that
All persons covered by the old-age and
YEAS--113
this man has given careful and intelli- survivors insurance
program would be Allen, Calif.
Gwinn
Meyer
prteteaaistthhzadAnlersn,
i
all. .Hale,
Nechenr
gent attention to this matter of social prtce
gis
h aadof enforced
Andersn,L
aif.Hale,
Nelsone
scrtand I feel his conclusions repreretirement and loss of earnings caused
Andresen,
Edwin Arthur Nicholson
securtyetikn
fou
oefrad
by permanent and total disabIlity.
August H.
Hail,
Nixon
seoknt t
dherthnkin of our moree fotrward-e
The bill we will shortly pass is good Auchincloss
Leonard W. O'Hara, Minn.
looin
hefreaheens
ntrpis
f
ad asmywhleeate spprt
~ Barrett, Wyo. Halleck
Patterson
system.
adhsm
Bates, Mass.
Harden
whlhatdspo.It
Pfelffer,
falls short, however, in meeting adeBishop
Herter
William L.
I am hopeful and confident that this quately today the problem of our senior Blackney
Hill
Plumley
bill will receive the prompt and hearty
citizen. Wex.annot rest until we have
Boggs, Del.
Hinshaw
Potter
endorsement of the House of RepresentaaBeerlprgaotwnwlovral
fOhio
Hoeven
Poulsoa
ththeoterboyeilalke
ou
psn
ogractzes
Ina whatecver occu-f Byrnes, Wis.
Hoffman, Mich. Rees
tives and tathoteboywllie
ouseirctznIwhtvrcuCanfield
Holmes
Rich
wise take Immediate action, thus assurpation they may have worked, and cover Case. S.Dlak. Hope
Rogers, mass.
In
pope
mllonha
o edrl
ter
he In eer
eer Sae
Chiperlield
Horan
Sadlak
Ingmilinsofeldrl
pope
hatthir
thm
Sat adndevrycont,
eer cunychurch
James
St. George
representatives In the Federal Governand cover them adequately to maintain
Clevenger
Jenison
Sanborn
ment recognize their problems and are them in comfort and dignity.
Cole, Kans.
Jenkins
Saylor
acig nthi bhlf
e ut e aa
foi h aach f Coudert
Cotton
Jennings
Scott,
Hardie
actnginthir
ehlf
W mst etawy ro th aarhyof
Jensen
Scrivner
Mrs. DOUGLAS. Mr. Chairman, I the present piecemeal, patchwork SYSCrawford
Johnson
Scudder
consider the Social Security Act which tem that gives no one adequate as- Curtis
Judd
Short
this bill before us amends to be the most surance of a stable and decent old age. Dague
Kean
Simpson, ni.
important social legislation ever passed
TeCAR Th CARMN
N.
retreay
Davis,
Wis.
Kearney
Simpson,
Pa.
D.Ewart
Kearns
Smith, Kans.
Aethr
ay
by Congress.
amendments to be offered at the direcDolliver
Latham
Smith, Wis.
This act seeks the high goal of freeing
tion of the Committee on Ways and Dondero
LeCompte
Stockman
mnfrom the fear of sickness, unem-. Means?
Eaton
LeFevre
Taber
poment an lg.Ellsworth
Lichtenwalter Talle
pymnanolag.It Is to the undyMr. DOUGHTON. There are no com.. Fallon
Lodge
Taylor
Ing credit of the Democratic Party that Imittee amendments, Mr. Chairman.
Fenton
McConnell
Velde
social security was conceived and written
The CHAIRMAN. Under the rule, the Ford
McCulloch
Vorys
Inola
Cmmte
rs.Gamble
Mcflonough
Vurseil
Int lw y dmnisra
y eocaicAmnitaDeocatc
Cmmtte wl
wllrie.Gillette
McGregor
weichel
tion In 1935.
Accordingly the Committee rose; and Golden
McMillen, Ill. Weidel
In the debate on the original bill, the Speaker having resumed the chair, Goodwin
Martin, Iowa
Wlggleswortht
Mr. DOUGHTON. the present chairman of MrKID ,ChrmnoteCmite
Graham
Martin,
Wolcott
Mr ILAChimn fth
omite
Gross
asn Msss.
Woodruff

Abbitt
Abernethy
Addonizia
AllertLa
Alderen.,a
H. Carl
Andrews

Angell

NAYS-232
Gathinga
Gilmer
Gordon
AletGr
Gorek,11
Gorski,.N.ll.
Gossett
Granahan

Aspinall

Bailey

Granger
Grant

Hagen

Hand
Barden
Hardy
Bates, Ky.
Hare
Battle
Harris
Beall
Hart
Beckworth
Havenner
Bennett, Fla.
Bennett, Mich. Hays, Ark.
Hedrick
Bentsen
Heller
Blemiller
Heselton
Boggs, La.
Hobbs
Boiling
Hoffman, Ill.
Bolton, Md.
Holifleld
Bosone
Hoel
Boykin
Huwll
Ben
Jackson, Wash.
Brooks
Jacobso
Brown, Ga.
Javits
Bryson
Jones
Buchanan
Bukly
BukeIl
oeAa
Jones, Mo.
Burdick
Jones, N. C.
Burke
Karat
Burleson
Karsten
Burton
Kee
Camp
Keefe
Cannon
Kelley
Carnahen
Kennedy
Carroll
Kerr
Case, N. J.

Cavalcante

Kilday

King
Celler
Kirwan
Chelf
Klein
Chesney
Kruse
Christopher
Lane
Chudoff
COhetiLnhm
Ceet
Lahm
Lemke
Colmer
Leindk
Combsr
Linehan
Corbett
Lucas
Cox
Lyle
crook
Lyc
Lyc
Davenport
McCarthy
Davies. N. Y.
McCormack
Davis. Ga.
McGrath
Davis, Tenn.
McGuire
Dawson
DeGraffenried McKinnon
Mack, Wash.
Delaney
Madden
Denton
Magee
Dollinger

Doughton
Douglas
Doyle
Durham
Eberharter
EngllMitt
Evins
Fernandez
Fisher
Fgarty
Forag
Frazier

Mehon
Marcantonio
Marsalis
Marshall
Miles
Eliot
Miller, Calif.
Mills
Mitchell
Monroney
Morgan
Mors
Moulder

Noland
O'Brien, Ill.
'rinMil.
'aa'l.
O'ara.kill
O'KNeki
O'Sullivan
O'Toole

Pace

Passman

Patman

PrnsBarrett,
Prispairs:
Peterson
Pfeifer,
Joseph L.
Phillips, Tenn.
Pickett
Polk
Powell
Preston
Price
Quinn
Rabaut
Risson
Rainsy
Redden
Regan
Rhodes
Rodino
RonyBrooks
Il
JnsAa.
onyMr.
Sebath
Sadowskians.Byo
Secrest
Sheppard
Sikes
Sims
Smathers
Smith, Va.
Spence

Staggers

Whittington
Wier
Williams
WllsDavies.
ile, alf
Willson In.
Wilson. Okla.
Wilson, Tax,
Winstead
Wickersham

Withrow
W.etn
Wood

Eston

Kilburn

Baring
Barrett, Pa.
Bland
Blatnik
Bolton, Ohio
Bonner

Engle, Calif.
Feighan
Fellows
Flood
Garmatz
Gary

Kunkel
Larcade
Lovre
McMillan, S. C.
McSweeney
Mack, Ill.

Bramblett

Gavin

Macy

Buckley, N. Y.
Buiwinkle
Burnside

Gregory,
Harrison
Harvey

Marrow
Miller, Md.
Morrison

Byrne, N.Y.
Carlyle
ColehNY

Hays. Ohio

Morton
Muliter

Arnd

Cooley
crosser
Deane
Dingell
Donohue

Green

Hibert

Priest
Reed. Ill.
Reed, N. Y.
Ribicoff
Richards
Riehlman
Rivers
Roosevelt
Sotemto

SasEccr
Scott,
Hugh D., Jr.
Shafer
Smith. Ohio
Stanley
Tauriello
Thomas. N. J.
orcmi

Towe
Wadsworth
Walter
Whitten
Woodhouse
Worley

a

e

mitwseS th mtontre
.lected.
The Clerk announced the following
Onti

oe

O thsve:Battes
Mr. Wadsworth for, with Mr. Stanley
Phlinaais.Beckworth
Mr. Gavin for, with Mr. Murphy against.
Mr. Towe for, with Mr. Burnside against.

Mansfield

Mrh
Cahm Hfenn
Norbphd
Herfernan
Norrell
Huber
Norton
Irving
Jackson. Calif. Patten
Phillips, Calif.
Kcating
Poage
Keogh

Allen, La.
Andersen,
H. Carl
Anderson. Calif.
Andresen,
August H.
Andrews
Angell
Aspinall

Auchincloss

agais.Byo
Mr. Merrow for, with Mr. Mack of Illinois
.
against.
Mr. Kunkel for, with Mr. Cooley against.
Mr. Lovre for, Mr. Roosevelt against.
Mr. Fellows for, with Mr. Donohue against.

Buchanan
Buckley, Ill.
Burdick
Burke
Burleson
Burton

general pair with the gentleman from
New York, Mr. COLE. Therefore I withdraw my vote and answer "present."
Mr. ROGERS of Florida. Mr. Speaker, I have a live pair with the gentleman
from Illinois, Mr. ARENDS. If he were
ae"Ivtd
ewudvt
peet
peethewudve"a."Ioed
withdraw my vote and answer
,na."I
"present."

Mr. CUNNINGHAM. Mr. Speaker, T
have a live pair with the gentleman from
Tennessee, Mr. PRIEST. If he were here
he would vote "nay." I voted "yea." I
myveadanwrDoyle
Wtda
ndanw "'present."
itdrwmyvoe
Mr. Bax.LL changed his vote from "yea"
"Elliott
to
toeds"nay."
The result of the vote was announced
as. above recorded.
The SPEAKER. The question is on
asg ftebl.Fenton
th
D
thTe anb M.lARlNo
thMr.sgeo
Mr

OG

f

TNadM.MRI

Massachusetts demanded the yeas and
ny.Forand
d
n
ha eayndnyswr
Teyaannyswrodrd.

The question was taken and there
333, nays 14, answered
present" 1, not voting 84, as follows:

were-yeas

[Roll No. 218]
YES33Gillette
Abbitt
Abernathy

Addonizio
Albert

Allen, Calif.
Allen, Ill.

Murray. Wis.

Gross

Barden

against.
Mr. Reed of New York for, with Mr. GarMaetz against.
Mr. Kilburn for, Mr. Huber against.
Mr. Reed of Illilnois for, Mr. Ribicoff
against.
Shafer for, with Mr. Heffernan against.
Mr. Cunningham for, with Mr. Priest

Gnrlpisutluthroic:

Miller, Nebr.
Mills
Mitchell
Monroney
Mra
Morris
Moulder
Murdock
Murray. Tenn..

Gordon
Gore
Gorski, Ml.
Gorski, N. Y.
Gossett
Graham
Granahan
Granger
Grant

Nelson
Hagen
Nicholson
Hale
Nixon
Wyo.
Hall,
Edwin Arthur Noland
Bates, Ky.
O'Brien, Ill.
Hall,
aeMs.
LenrdWsOBse.Mih
O'HBrie, Mic.
Leonardeck
Beatl
BehlllbHaneagainst.111
O'Hara, Minn.
Hand
O'Konski
Harden
Bennett. Fla.
O'Neill
Bennett, Mich. Hardy
Bailey

Bentsen
Biemliller
Bso
Blackney
Boggs, Del.
Boggs, La.
Boiling
Bolton, Md.
Bosone
Boykin
Breen
Brown, Ga.
Brown. Ohio

Mvr.Riehlman for, with Mr. Keogh against.
Mr. Arends for, with Mr. Rogers of Florida
against.
Mr. Hugh D. Scott, Jr., for, with Mr. Hernl-

Gnrlpisutlfthroic.
Steed
Mr. Rankin with Mr. Cole of New York.
Stefan
Mr. Dingell with Mr. Phillips of California.
Stigler
Mr. Engle of California with Mr. Smith of
Sullivan
Oi.Case,
Sutton
TaketCavalcante
Norton with Mr. Elston.
TcetMrs.
Mr. Hays of Ohio with Mrs. Boltonl of Ohio.
Teague
Mr. Green with Mr. Bramblett.
Thomasonx
Mr. Hd6bert with Mr. Harvey.
Thormberry
Mr. Morrison with Mr. Jackson of CeliTollefson
oni.Chudoff
Trimble
ihMrarh.
or.n
utr
Udrwo
r rh.Cole.
it
newodM.Mle
Mr. Bonner with Mr. Norblad.
Van Zandt
VinsonMrBltkwihM.MleofMrln.Cms
WagnerMrBatiwihM.MleofMrln.
Mr. Patten with Mr. Macy.
Walsh
Mr. Mansfield with Mr. Morton.
Welch
Mr. Feighen with Mr. Thomas of New
Wheeler
Jersey.
Whitaker
White, Calif.
M.RN Mr.RAEIN
N. M. r.SekIhaea
White, Idaho
peaer I
av a

Yates
Murdock
Futn MraTn.YugDolliver
Murray, Wisn. ZeYouni
Zboci
Fuclo
Mrry Ws
ANSWERED "PRESENT"-3
Cunnhm
RankinCunighm 'Rogers. Fla.
NOT VOTING--84

Fugate
Furclton

Brehm
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Camp

Cafisfeld
Cannon
Carnahan
Carroll
N. J7.
Caller
Chelf
Chesney
Chiperfleld
Christopher
Clemente
Kans.
Colmer
oms
Cooper
Corbett
Cotton
Coudert
Cox
Crook
Cunningham

Curtis
Dague
Davenport
N. Y.
Davis, Tenin.
Davis. Wis.
Dawson
DeGraffenried
Delaney
Denton

Hare
Harris
atFc
Havenner
Hays, Ark.
Hedrick
Heller
Herter
Heselton
HUIl
Hinshaw
Hobbs
Hoeven
Hoffman, Inl.
Hlfed
oill
Holmes
Hope
Horan
Howell
Hull
Jackson, Wash.

O'Sullivan
O'Toole

Jacobs

Price

James
Javits
Jenison
Jenkins
Jennings
Jensen
Johnson
Jonas
Jones, Ala.
Jones, Mo.
Jones, N. 0.
Judd
Karat
Karsten
Kean
Kaey
Krey
Kearns
Kee
Keefe
Kelley
Kennedy
Kerr
Kildey

King
Kirwan
Klein
Kruse
Lane
Lanham
Latham
LeComPte
LeFevre
Lemke

Peassmen
Patman
Patterson
Perkins
Peterson
Pfeifer,
Joseph L.
Pfeiffer,
William L.
Philbin
Phillips, Tenn.
Pikt
ikt
Plumley
Polk
Potter
Poulson
Powell
Preston
Quinn
Rabaut
Rains
Ramsay
Redden
Roes
Regan
Rhodes
Rich
Itcdino
Rogers, Fla.
Rogers, Mass.
Rooney
Sabath
Sadlak
Sdsi
Sdwk
St. George
Sanborn
Sesscer
Saylor
Scott. Herdie
Scrivner
Scudder

Secrest
Sheppard

-Short

Sikes

Simpson, Ml.
Smsn a
Sims
Smathers
Smith. Wis.
Spence

D'Ewart

Leshinki

Staggers

Ellsworth

McConnell
McCormack

Taylor
Teague

Fisher

McKinnon

Underwood

Ford
Frazier

Madden
Magee
Mahon

Velde
Vinson
Vorys

Fugate
Fulton
Gamble

Marcantonio
Marsalis
Marshall
Martin. Iowa

Vursell
Wagner
Walsh
Weichel

Gathings

Martin, Mass.
Meyer
Michener
Miles
Miller. Calif.

Welch
Werdel
Wheeler
White. Calif.
White, Idaho

Dollinger
Dondero
Doughton
Douglas
Durham
Eberherter
Engel, Mich.
Evins
Fallon
Fernandez

Fogarty

Furcolo

Gilmer
Golden
Goodwin

Lichtenwalter
Lind
Linehan
Lodge
Lucas
Lyle
Lynch
McCarthy
McCulloch
McDonough
McGrath
McGregor
McGuire
Mack, Wash.

Steed
Stefan
Stigler
Stockman
Sullivan
Sutton
Tackett
Talle
Thomas, Tax.
Thompson
Thornberry
Tollefson
Trimble
Van Zandt
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Whittington
Wickersham
Wier
Wlgglesworth
Williams
Willis

Wilson, Ind.
Wolverton
Wilson, Okla.
Wood
Wilson, Tex.
Woodruff
Winstead
Yates
Withrow
Young
Wolcott
Zablocki
NAYS-14
Byrnes Wis.
Davis, Ga.
Mason
Case, S. Dak.
Eaton
Smilth, Kani
Church
Gwinn
Smith, Va.
Clevenger
Hoffman, Mich. Taber
Crawford
McMillen, Ill.
ANSWERED 'TRESENT"-l
Rankin
NOT VOTING-MN
Arends
Green
Norreil
Baring
Gregory
Norton
Barrett, Pa.
Harrison
Patten
Bland
Harvey
Phillips, Calif.
B3latnik
Hays, Ohio
Poage
Bolton, Ohio
Bdbert
Priest
Bonner
Heffernan
Reed, LU.
Bramblett
Herlong
Reed, N. Y.
Brehmn
Huber
Ribicoff
Buckley, N. Y. Irving
Richards
Bulwinkle
Jackson, Calif. Riehlman
Burnaide
Keating
Rivers
Byrne, N. Y.
Keogh
Roosevelt
Carlyle
Kilburn
Scott,
Chatham
Kunkel
Hugh D., Jr.
Cole, N. Y.
Laresde
Shafer
Cooley
Lovre
Smith, Ohio
Crosser
McMillan, S. C. Stanley
Deane
McSweeney
Taurlello
Dingell
Mack, Ill.
Thomas. N. JT.
Donahue
Macy
Tows
Riston
Mansfield
Wadsworth
Engle, Calif.
Merrow
Walter
Veighau
Miller, Md.
Whitaker
Fellows
Morrison
Whitten
Flood
Morton
Woodhouse
Garmats
Multer
Worley
Gary
Murphy
Gavin
Norblad

So the bill was passed.
The Clerk announced the following
Pairs:
On this vote:
Mr. hrends for, with Mr. Wadsworth
against.
Additional general pairs:
Mr. Rankin with Mr. Cole of New York.
Mr. Stanley~with Mr. Towe.
Mr. Burnside with Mr. Reed of New york.

Mr. Harrison with Mr. Gavin.

Mr. GarmatZ with Mr. Kilburn.

Mr.
Mr.
Mr.
Mr.
Ohio.

Huber with Mr. Lovre.
RibbeoN with Mr. Reed of Illinois.
Priest with Mr. Shafer.
Mack of Illinois with Mr. Smith of

Mr. Cooley with Mr. Macy.
Mr. Donahue With Mrs. Dolton of Ohio.
Mr. Engle of California with Mr. Elston.
Mr. Blatnik With Mr. Harvey.

Mr. Hdbert with Mr. Brehm.
Mr. Hays of Ohio with Mr. Kunkel.
Mr. Herlong with Mr. Merrow.
Mr. Patten with Mr. Norblad.
Mr. Taurlello with Mr. Morton.
Mr. Whitaker with Mr. Miller of Maryland.
Mr. Whitten with Mr. Phillips of California.
Mr. Deane with Mr. Riehiman.
Mr. Dingell With Mr. Hugh D. Scott, Jr.
Mr. Bonner With Mr. Bramblett.
Mrs. Norton with Mr. Fellows.
Mr. Morrison with Mr. Jackson of Cali
fornia.
Mr. RANKIN.

Mr. Speaker, I have

a general Pair with the

New York [Mr.

CoLE].

gentleman from

I withhold my

vote and vote "present."
The result of the vote was announced
as above recorded.
Amotion to reconsider was laid on the
table.

OCTOBER 5
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He Re 6000

IN THE SENATE OF THE UNITED STATES
OcToBEE 6 (legislative day, SEPTEXBER 3), 1949
Read twice and referred to the Committee on Finance

AN ACT
To extend and improve the Federal Old-Age and Survivors
Insurance System, to amend the public assistance and child
welfare provisions of the Social Security Act, and for other
purposes.

I

Be it enacted by the Senate and House of Representa

2 tives of the United State~s of America in Congress assembled,

3 That this Act, with the following table of contents, may be
4 cited as the "Social Security Act Amendments of 1949".
TABLE OF CONTENTS

Sectin
Of

Sethion oft
this
Act

Section of

amended Social

T~tle I--------------

101

Heading

Security Act

--------- AMENDMENTS TO TITLE II OF THE
SOCIAL SECURITY ACT.

(a)-------- 202 -----------

202
202
202
202
202

OLD-AGE AND SURVIVORS INSURANCE

BENEFIT PAYMENTS.
Old-age Insurance Benefita.
Wife's Insurance Benefits.
Child's Insurance Benefits.
Widow's Insurance Benefits.
(e)----------Mother's Insurance Benefits..
(a)----------(b)----------(c)-----------(d)-----------

NOTE: The bill, H.R. 6000, was considered in the House under
a closed rule permitting only amendments offered by direction
of the Coimnit-tee on Ways and Means, such amendments not subject
to amendment. No amendments were offered and the bill passed
the House without amendment as reported by the Ways and Means
Accordingly, the substance of the bill as passed
Committee.
by the House has not been included.
The title page and the final page of the House-passed bill
reproduced here show the only changes--identifying information
and the signature of the clerk of the House.

201
1 302 (a) of this Act for payment to such State.

Payments

2 for work performed or information furnished pursuant to this
3 section, including deductions authorized to be made from
4

amounts certified under section 302 (a) , shall be made in

5 advance or by way of reimbursement, as may be requested
6 by the Administrator, and shall be deposited in the Treasury
'7 as a special deposit to be used to reimburse the appropria
8

tions (including authorizations to make expenditures from

9 the Federal Old-Age, Survivors, and Disability Insurance
10

Trust Fund) for the unit or units of the Federal Security

11

Agency which performed the work or furnished the infor
12mation.

13

" (c) No information shall be furnished pursuant to this

14 section in violation of section 1106 or regulations prescribed
15 thereunder."
Passed the House of Representatives October 5, 1949.
Attest:

RALPH It. ROBERTS,

Clerk.

