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

SOCIAL SECURITY AMENDMENTS OF 1954

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

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

REPORT

[To accompany H. R. 9366}

I. Purrose AND ScorE oF THE BILL

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

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

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

1



2 SOCIAL SECURITY AMENDMENTS OF 1954

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

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

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

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

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

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

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

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

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

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

IT. SumMmarY oF PrincipaLn Provisions oF THE BiLL

A. Old-age and survivors insurance

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

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

(b) Professional self-employed persons now excluded, other than
physicians, whose net earnings from professional self-employment
total $400 or more in a year, including lawyers, dentists, architects,
engineers, accountants, funeral directors, osteopaths, chiropractors,
veterinarians, naturopaths, optometrists, ministers, and Christian
Science practitioners (about 400,000).



4 SOCIAL SECURITY AMENDMENTS OF 19054

(¢) Employees of State and local governments who are covered by
State and local retirement systems, other than policemen and firemen,
under voluntary agreements between the State and the Federal
Government, if a majority of the members of the system vote in a
referendum and two thirds of those who vote favor coverage (about
3.5 milliop).

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

B. Public assistance

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

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

III. ExTensioN oF OLp-AGE AND SURVIVORS INSURANCE COVERAGE

A. General

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

B. Specific coverage groups added

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

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

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

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

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

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

Social security net earnings

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

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

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

-| 50 percent of gross income,
$900.

$900,

.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

9. Home workers.—The bill would extend employee coverage to
about 100,000 additional home workers. Home workers who have
the status of employees under the usual common-law rules applicable
in determining employer-employee relationship have been covered
since 1937. In addition, under the 1950 amendments, home workers
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who do not have employee status under the usual common-law rules
are covered as employees if they work according to specifications of
the person for whom the work is done on materials or goods furnished
by that person and required to be returned to him or his designee, if
they are paid cash wages of $50 or more during a calendar quarter by
a given employer, and if they are subject to State licensing laws.
The bill would cover as employees those home workers who meet all
the conditions specified in the 1950 amendments except the condition
that the services be subject to licensing requirements under State
law. By eliminating the licensing requirement, the bill provides
employee coverage to all home workers who perform service under
substantially the same conditions irrespective of the State in which the
individual is located. On the other hand, for example, any home
worker in a rural area who is not subject to any supervision or control
by any person whomsoever, and who buys raw materials and makes
and completes any article and sells the same to any person, even
though it is made according to specifications and the requirements of
some single purchaser, would continue to be excluded from coverage
as an employee.

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

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

IV. AviraceE MoNTHLY WAGE

The bill changes the method for computing the average monthly
wage, on which the primary insurance amount (and thus, the amount
of every dependent’s and survivor’s benefit) is based. For individ-
uals who qualify for benefits after the effective date of the bill, or
who meet certain other conditions after that date, up to 5 years in
which their earnings were lowest (or nonexistent) will be eliminated
from the computation of the average monthly wage. In general,
every individual who first qualified for benefits after the effective
date, or who had at least 6 quarters of coverage after June 1953
(which means that the 6th quarter of coverage must be earnad after



14 SOCIAL SECURITY AMENDMENTS OF 1054

September 1954), or who qualified for certain types of benefit recom-
putations after the effective date, could eliminate up to 4 years of
lowest or no earnings from the computation. If, in addition to meet-
ing the applicable requirements stated above, he had at least 20 quar-
ters of coverage (acquired at any time), he could eliminate an addi-
tional low year.

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

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

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

V. EarNiNGs Base

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

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

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

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

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

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

VI. INCREASE IN OLD-AGE AND SURVIVORS INSURANCE BENEFITS

A. General

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

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

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

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

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

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

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

ASSUMING SPECIFIED INCREASE IN EARNINGS ARISING FROM DROP-OUT PROVIDED

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

I With wife aged 65 or over.

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

3 Reduced to 80 percent of average wage.

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

C. Increase for present beneficiaries

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

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

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

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

D. Family benefits

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

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

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

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

VII. IMPROVEMENT oF THE RETIREMENT TEST

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

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

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

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

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

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

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

B. Extension of test to earnings in noncovered work

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

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

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

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

VIII. INsURED StarUs

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

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

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

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

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

B. Emphasis on rehabilitation

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

C. Earnings requirements

The earnings requirements which must be met to qualify for the
freeze are intended to limit the application of this provision to indi-
viduals who have had a reasonably long, as well as recent, record of



SOCIAL SECURITY AMENDMENTS OF 1954 23

covered earnings. They operate to screen out those who have not
established a reasonably substantial attachment to the labor force
and those who had voluntarily retired from gainful activity, and had
not been compelled to leave the labor force by reason of their disability.
D. Definitron of disability

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

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

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

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

E. Determinations of disability

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

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

F. Effective dates :

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

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

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

X. PaymeENT OF BENEFITS TO PERSONS RESIDING ABROAD

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

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

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

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

XI. MISCELLANEOUS PROVISIONS

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

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

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

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

“of his benefit amount. This provision served to-avoid frequent re-
quests for recomputation of the benefit amount where little or no
- increase in the benefit rate would result.



26 SOCIAL SECURITY AMENDMENTS OF 1954

In view of the application of the retirement test to earnings in
noncovered employment, suspension of benefits because of work may
not be reflective of an individual’s earnings creditable toward benefit
amounts. Your committee believes, therefore, that it is necessary
to revise the condition determining when an individual may have his
benefit recomputed because of additional earnings. Under the pro-
posed change an individual may qualify for the recomputation if he
has been credited with covered wages and self-employment income
of $1,000 or more in a completed calendar year after 1953 and after
the year in which the individual’s benefit was last computed or re-
computed. As under present law, the requirement that the individual
have at least six quarters of coverage after 1950 will be retained.

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

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

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

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

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

B. Basic assumptions for cost estimates

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

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

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

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

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

In the previous cost estimates (prepared from 1939 on) it had
always been assumed that the system would mature in the year 2000
or, in other words, that benefit payments and contributions would be
level thereafter. In the new cost estimates of Acturial Study No. 36
and subsequently, this assumption is revised by maturing any trends,
such as mortality, in the year 2000 but going on with the estimates for
another 50 years. This is necessary because the aged population
itself cannot mature by the year 2000. The reason for this is that the

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

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

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

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

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

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

C. Results of cost estimates on range basis

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

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

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

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

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

HIGH-COST ASSUMPTIONS

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

1 Excluding effect of railroad coverage under financial interchange provisions.

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

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

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

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

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

[In millions)

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

LOW-COST ESTIMATE

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

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

HIGH-COST ESTIMATE

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

18, 513 27,631 348

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

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

D. Results of intermediate-cost estimate

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

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

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

1950 act Bill

Calendar year
Self-
employed

Self-

Employee | Employer employed

Employee | Employer

Percent Percent Percent Percent Percent Percent
144 11% 114 2

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

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

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

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

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

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

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

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

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

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

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

Level-premium equivalent Present law Bill

Percent Percent
6.62 7.34
6.05 7.12

Benefit costs !
Contributions

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

1 Including adjustments (a) to reflect lower contribution rate for self-employed compared with employer-
employee rate, (b) for existing trust fund, and (¢) for administrative expenses.
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The 1% percent increase in the ultimate employer-employee rate in
the bill represents an equivalent level increase of shghtly over 1
percent, of which about two-thirds is needed to meet the increased
cost of the bill, while the remaining one-third is used to reduce the
lack of actuarial balance to the point where, for all practical purposes,
it may be said to be sufficiently provided for.

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

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

Amount (in millions) In percent of payroll

Calendar year -
Presentlaw| . Bill Presentlaw|  Bill

Percent Percegt

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

At 214 percent interest._ . 6.69 7.22

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

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

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

Table 8 presents the costs of the benefits under the bill as a per-
centage of payroll for each of the various types of benefits and is
comparable with table 4 of the previous section.
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TABLE 8.—Estimated benefit payments as percent of taxable payroll under bill,
tntermediate cost estimate

{In percent]

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

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

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

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

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

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

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

{In millions]

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

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

. 7,266 133 646 27,774

12, 526 11,031 168 902 39,128

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

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

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

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

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

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

E. Summary of actuarial cost estimates

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

XIII. PuBLiC ASSISTANCE

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

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



SECTION-BY-SECTION ANALYSIS

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

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

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

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

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

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

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

Service not in course of employer’s business

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

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

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

Agricultural labor

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

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

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

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

abor.

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

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

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

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

Exclusion of agricultural labor from State coverage agreements

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

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

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

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

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

CERTAIN FEDERAL EMPLOYEES

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

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

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

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

MINISTERS

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

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

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

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

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

FISHING AND RELATED SERVICE

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

HOMEWORKERS

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

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

FARMERS AND PROFESSIONAL SELF-EMPLOYED

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

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

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

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

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

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

EMPLOYEES COVERED BY STATE OR LOCAL RETIREMENT SYSTEMS

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

CIVILIAN EMPLOYEES OF STATE NATIONAL GUARD UNITS

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

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

PRESUMED WORK DEDUCTIONS IN CASE OF CERTAIN RETROACTIVE STATE
AGREEMENTS

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

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

ed.

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

SERVICE BY AMERICAN CITIZENS FOR FOREIGN SUBSIDIARY.OF DOMESTIC
CORPORATION

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

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

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

IncrEASE IN BENEFIT AMOUNTS

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

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

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

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

Average monthly wage ’

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

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

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

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

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

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

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

Determinations made by use of the conversion table

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Paragraph (3) amends paragraph (4) of subsection 215 (d) of the
Social Security Act to provide that a primary insurance benefit would
not be computed in the case of any individual who attained age 22
after 1950 and with respect to whom not less than 6 of the quarters
elapsing after 1950 are quarters of coverage. Such an individual is
not eligible for a primary insurance benefit computation under present
]aW e could still have a primary insurance amount, based on earn-
ings after 1950, computed for purposes of the conversion table.
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Paragraph (4) of section 102 (d) of the bill adds a new paragraph (6)
to section 215 (d) of the Social Security Act, to provide that an indi-
vidual’s primary insurance amount for purposes ot the conversion
table shall be computed under the provisions of present law, except
that the provisions of the bill relating to the new standard starting
and closing dates for computation of average monthly wage, to in-
crease in earnings counted after 1954, and to elimination of periods
of disability from the computation, would be applicable. The pro-
visions for dropping up to 5 lowest years, however, would not be
applicable to computations made under this paragraph, although
they would be applicable to computations of primary insurance
benefits for purposes of the conversion table.

Recomputation of benefits

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

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

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

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

ed.

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

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

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

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

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

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

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

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

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

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

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

Mazimum family benefits

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

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

Effective date

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 102 (g) of the bill amends section 2 (c) (2) (B) of the Social
Security Act amendments of 1952 (designed to facilitate the computa-
tion of benefit increases under that act for dependents and survivors
on the benefit rolls), to provide that that section would become
inapplicable after the effective date of the bill. The section would
be made unnecessary by the amendments in this bill.

Saving provisions

Section 102 (h) of the bill contains saving provisions to prevent
the reduction of benefits in certain cases.

Subsection (h) (1) provides that where an old-age insurance bene-
ficiary and one or more dependents are receiving benefits on the basis
of his wages and self-employment income in the month in which the
effective date occurs, and the total family benefits would otherwise
be reduced by reason of the maximum limitation on total family
benefits in section 203 (a) of the Social Security Act, as amended by
the bill, the family shall be guaranteed the largest of the following
total amounts: (¢) The maximum amount permitted by such section
203 (a); or (b) the maximum amount permitted under present law
plus the increase provided by the bill for the old-age insurance bene-
ficiary; or (¢) the amount being paid to the family under the saving
provisions of the Social Secarity Act amendments of 1952 plus the
increase provided by the bill for the old-age insurance beneficiary.
Thus, even though the increase made in the retired worker’s old-age
insurance benefit resulted in a total family benefit in excess of the
maximum allowable under the law, the benefits paid to his dependents
would not be reduced for months subsequent to enactment of the bill.

Subsection (h) (2) provides that where two or more individuals are
receiving survivors benefits on the basis of a deceased individual’s
wages and self-employment income for the month in which the effec-
tive date occurs, and the total of their benefits would otherwise be
reduced, under the provisions of section 203 (a) of the Social Security
Act, as amended by the bill, to either 80 percent of the deceased indi-
vidual’s average monthly wage or 1¥% times the individual’s primary
insurance amount, the average monthly wage shall be the larger of
his average monthly wage as determined under the bill, or the average
monthly wage as determined under present law, plus $7. The pro-
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visions of this subsection will permit the total of survivors benefits,
in cases of reduction as described above, to be raised by about $5.

Minimum survivor’s or dependent’s benefit

Section 102 (i) (1) of the bill amends section 202 of the Social
Security Act to add a new subsection (m). The new subsection would
provide that in any case in which the benefit of any individual for any
month under section 202 (other than subsection (a)) is, prior to reduc-
tion under section 202 (k) (3), less than $30, and no other individual
is entitled (without the application of section 202 (j) (1), relating to
retroactivity of applications) to a benefit under section 202 for such
month, such benefit for such month shall, prior to reduction under
section 202 (k) (3), be increased to $30. ]

Paragraph (2) of section 102 (i) of the bill amends section 202 (i)
of the act to provide that the lump-sum death payment under such
1sect)ion may not exceed $255 (the maximum possible under existing

aw).

AMENDMENTS RELATING To DEDUCTIONS FROM BENEFITS

Deductions on account of work by beneficiary :

Section 103 (a) of the bill amends section 203 (b) of the Social
Security Act (relating to deductions from benefits) to put into effect
an annual retirement test for beneficiaries whether they have wage or
self-employment earnings, or both, and to add a provision for making
deductions on account of noncovered remunerative activity outside
the United States.

It should be noted for purposes of this analysis of the amendments
made by section 103 of the bill that the deductions from an indi-
vidual’s benefits because of an event occurring in any month (including
the charging of earnings to such month) are both under the existing
law and the amendments, equal to his benefits for such month.

Paragraph (1) of section 103 (a) strikes out paragraphs (1) and (2)
of section 203 (b) (relating to deductions from benefits on account of
wages and net earnings from self-employment, respectively) and re-
places them with a new paragraph (1) to provide for deductions for
any month in which he is under age 75 and is charged with any
earnings under the provisions of subsection (e) of section 203 as re-
vised by the bill.

Paragraph (2) of section 103 (a) of the bill inserts a new paragraph
(2) in section 203 (b) of the law to provide that deductions from
benefits shall be made for any month in which an individual is under
age 75 and on 7 or more calendar days of which he engaged in non-
covered remunerative activity outside the United States (defined in a
new section 203 (k) of the act).

Deductions from dependents’ benefits on account of work by primary
beneficiary
Section 103 (b) of the bill amends section 203 (c) of the act (relating
to deductions from dependents’ benefits because of work by an old-age
insurance beneficiary) by striking out paragraphs (1) and (2) and
replacing them with paragraphs that provide that deductions shall
be made from the benefits of a wife, husband, or child for any month
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in which the old-age beneficiary on whose record of earnings the wife’s,
husband’s, or child’s benefit was payable:

(1) was under the age of 75, and.for which month he was
charged with any earnings for work deduction purposes under the
provisions of section 203 (e) as amended by the bill; or

(2) was under the age of 75 and on 7 or more different calendar
days of which he engaged in noncovered remunerative activity
outside the United States.

Charging of earnings treated as event occurring in month

Section 103 (¢) of the bill amends section 203 (d) of the Social
Security Act to provide that the charging of any earnings (rather than
net earnings from self-employment only, as in .present law) shall be
treated as an event occurring in the month to which such earnings are
charged.

Months to which earnings are charged

Section 103 (d) of the bill amends section 203 (e) of the law to
provide a method for charging earnings to particular months of the
year for purposes of determining the deductions required under the
provif]ilons of sections 203 (b) and 203 (c) of the act as amended by
the bill. »

Paragraph (1) of section 103 (d) of the bill changes the heading of
section 203 (e) of the law to read ‘“Months to Which Earnings Are
Charged.”

Paragraph (2) of such section 103 (d) amends paragraphs (1) and
(2) of section 203 (e) of the law to provide that:

(1) If an individual’s earnings for a taxable year of 12 months are
not more than $1,000, or if his earnings for a taxable year of less than
12 months are not more than the product of one-twelfth of $1,000
times the number of months in such year, no month in the year shall
be charged with any earnings.

(2) If an individual’s earnings for a taxable year exceed the amounts
stated in the preceding paragraph, the first $80 of excess earnings
would be charged to the last month of the taxable year and the
balance, if any, of such excess would be charged at the rate of $80
ger month to each preceding month of the taxable year until the entire

alance has been applied. However, no part of the excess earnings
would be charged to any month (1) for which the individual whose
earnings are involved was not entitled to a benefit; (2) in which his
benefit was suspended because of noncovered remunerative activity
outside the United States; (3) in which the beneficiary, if a wife or
widow under retirement age or a former wife divorced, had her bene-
fit suspended because of failure to have a child beneficiary in her care;
(4) in which a dependent’s or survivor’s benefit is suspended by sec-
tion 203 (m) because of residence outside the United States; (5) in
which the individual was age 75 or over; or (6) in which the individual
did not engage in self-employment and did.not render services for
wages (determined as provided in sec. 203 (e) (4) of the act, as
amended) of more than $80.

Section 103 (d) (3) amends paragraph (3) (B) of section 203 (e) of
the law to provide, in addition to the present authority given the Secre-
tary to presume that an individual has engaged in self-employment
in a month, authority to presume (for purposes of charging earnings
to calendar months) that an individual rendered services for wages of
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more than $80 in any month. In the case of self-employment such
presumption will apply until it is shown to the satisfaction of the
Secretary that the individual rendered no substantial services in such
month with respect to any trade or business the net income or loss
from which is includible in computing his net earnings or net loss for
the taxable year as provided in paragraph (4) of section 203 (e), as
amended. 'The presumption with respect to the rendering of services
in & month for wages of more than $80 (determined as provided in
paragraph (4) of sec. 203 (e), as amended) will apply until it is
shown to the satisfaction of the Secretary that such individual did
not render such services in such month for more than such amount.

The amended paragraph continues the authority of the Secretary
to prescribe by regulations the methods and criteria for determining
whether or not an individual has.rendered substantial services with
respect to any trade or business.

Paragraph (4) of section 103 (d) adds new paragraphs (4) and (5)
to section 203 (e) of the act.

Subparagraph (A) of the new paragraph (4) defines an individual’s
earnings for a taxable year as the sum of his wages for services ren-
dered 1n such year and his net earnings from self-employment for such
year, minus any net loss from self-employment for such year.

Subparagraph (B) of the new paragraph (4) provides that in deter~
mining the amount of an individual’s net earnings and net loss from
self-employment, for purposes of charging earnings to months under
section 203 (e), the provisions of section 211 (which define net earnings
for coverage purposes) shall apply, except for the exclusion from the
definition of “trade or business’’ of the performance of the functions
of a public office and the performance of service by an individual in
the exercise of his profession as a physician. Net earnings from self-
employment is defined as the excess of income over deductions result-
ing from the computation and net loss from self-employment is defined
as any excess of deductions over income so resulting.

Subparagraph (C) of the new paragraph (4) provides that an indi-
vidual’s wages, for purposes of charging earnings to months under
section 203 (e), shall be computed without regard to certain limita-
tions on the amount of remuneration imposed in section 209 of the
act, and, if for services as an employee performed within the United
States, without regard to whether the services constitute covered
employment under title II of the Social Security Act. The limita-
tions on amounts of remuneration referred to in the preceding sentence
are those relafing to the $4,200 limit on wages in any calendar year
and the exclusions from wages of remuneration paid to employees for
domestic service.in a private home, service not in the course of the
employer’s trade or business, agricultural labor, and service as an
industrial homeworker if less than $50 is received in the calendar
quarter ($200 per year in the case of agricultural labor) from a single
employer for the service involved.

The new paragraph (5) provides that, for purposes of charging
deductions, wages (determined as provided in sec. 203 (e) (4) (C) of
the act as amended) which, according to reports received by the
Secretary, are paid to an individual during a taxable year shall be
presumed to have been paid for services performed m that year,
unless it is shown to the satisfaction of the gecretary that they were
paid for services performed in another taxable year. The paragraph
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also provides that if such reports show the individual’s wages for a
calendar year, his taxable year will be presumed to be a calendar year
until the contrary is shown to the satisfaction of the Secretary.

Penalty for failure to report certain events

Section 103 (e) of .the bill amends section 203 (f) of the Social
Security Act to provide that any individual who is receiving benefits
(whether for himself or on bebalf of another individual) subject to
deduction because of the occurrence of an event other than earnings in
excess of the permitted amount, who fails to report such event to the
Secretary prior to the receipt and acceptance of a benefit for the second
month following the month in which the event occurred, shall suffer
a penalty of an additional deduction of 1 month’s benefit for each
month for which deductions are required because of the occurrence
of the deduction event, and in an amount equal to the deduction
imposed because of the occurrence of the event. For the first failure
to report, however, only 1 penalty deduction is to be imposed, even
though the failure to report is with respect to more than 1 month.

Report of earnings to Secretary

Section 103 (f) (1) of the bill changes the heading of section 203 (g)
of the act to read: “Report of Earnings to Secretary’.

Section 103 (f) (2) of the bill amends section 203 (g) (1) of the act
to provide that if an individual entitled to any monthly benefit in a
taxable year has earnings (or wages) in the taxable year in excess of
the product of one-twelfth of $1,000 times the number of months in
such year, he (or the individual who is in receipt of benefits on his
behalf) must make a report to the Secretary of his earnings (or wages)
for such taxable year. As under the present provision for reports
of net earnings from self-employment, the report must be filed on or
before the 15th day of the 3d month following the close of the tax-
able year, and must contain such information and be made in such
manner as the Secretary may by regulation require. A report would
not be required for any taxable year if the individual attained the age
of 75 in or before the first month thereof.

Section 103 (f) (3) amends section 203 (g) (2) to provide a schedule
of penalty deductions for failure to make required reports within the
time prescribed by paragraph (1) of section 203 (g) if any deduction
is imposed because of earnings in such year. ¥or the first failure to
file a timely report for a taxable year with respect to which a deduec-
tion is imposed, the penalty would be an additional deduction equal
to the individual’s benefit (or benefits) for the last month (for which
he was entitled to a benefit) of the year for which the report was
required. For the second such failure, the penalty would be an
additional deduction equal to twice the benefit (or benefits) for the
last month of such year, and for the third and subsequent failures,
to three times such benefits. In no case would the number of addi-
tional deductions with respect to a failure to report earnings for a
taxable year exceed the number of mouths in that year for which the
individual received and accepted monthly benefits and for which

~deductions are imposed by reason of his earnings. The amended
paragraph also provides that in determining whether a failure to
report earnings is the first or subsequent failure for any individual,
the Secretary shall disregard all taxable years ending prior to the
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imposition of the first penalty deduction imposed under the amended
paragraph, except the latest such year. Thus, even though the failure
to file timely returns had persisted over a period of years, only one
additional deduction would be imposed, and that for the latest such
ear.

Y Section 103 (f) (4) of the bill amends paragraph (3) of section 203 (g)
of the act (dealing with reporting of net earnings from self-
employment) to make the provisions of such paragraph (3) applicable
to earnings from both employment and self-employment (as defined
in sec. 203 (e) (4) of the act as amended), rather than to net earnings
from self-employment only, and to relate the paragraph to the pro-
visions under which deductions are made because of earnings. A
new sentence is added at the end of such paragraph (3) to provide
that if, after the close of a taxable year, an individual fails to comply
with a request of the Secretary for a report of his earnings for the
taxable year or for any other information with respect to such earnings,
the failure to comply would in itself constitute justification for a
determination that the individual’s benefits are subject to deduction
because of earnings for each month in such taxable year, or for such
months thereof as the Secretary may specify.

Noncovered remunerative activity outside the United States

Section 103 (g) of the bill adds a new subsection (k) to section 203
of the Social Security Act. The new subsection provides that an
individual shall be considered to be engaged in noncovered remunera-
tive activity outside the United States if he performs services as an
employee outside the United States that are not covered employment
as defined in section 210 of the Social Security Act, or if he carries on
a trade or business outside the United States, the net income or loss
of which cannot be included in computing his net earnings from self-
employment for a taxable year, but which would be includible if the
trade or business were carried on within the United States. The
term “United States,” when used with respect to a trade or business,
would exclude Puerto Rico and the Virgin Islands in the case of an
alien who is not a resident of the United States (including Puerto Rico
and the Virgin Islands). '

Good cause for failure to make reports required

Section 103 (h) of the bill adds a new subsection (1) to section 203
to provide that the failure of an individual to make any report within
the time required by subsection (f) or (g) of section 203 as amended
by the bill would not be regarded as a failure to file if it is shown to
the satisfaction of the Secretary that the individual had good cause
for failing to make the report. The Secretary would have authority
to determine by regulation what constitutes “good cause” in such
situations,

Deductions from benefits of dependents and survivors residing abroad

Section 103 (i) (1) of the bill adds a new subsection (m) to section
203 of the act, providing for deductions from benefits of dependents
and survivors residing abroad. This new subsection provides that
the benefits of an individual who is entitled to any dependent’s or
survivor’s benefits under section 202 of the act shall be suspended
for any month during which such individual was not a resident of
the United States, unless (A) such dependent or survivor resided in
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the United States for at least 3 years out of the 5 years immediately
preceding the first month for which he was eligible for any monthly
benefits under section 202 on the basis of the insured individual’s
wages and self-employment income; or (B) the insured individual on
whose wages and self-employment the dependent’s or survivor’s bene-
fits are based would be currently insured at the time he became eligible
for or entitled to old-age or primary-insurance benefits (or at the time
of death, if he never became eligible or entitled), even if only service
outside the United States by a citizen of the United States for an
American employer or a foreign subsidiary of a domestic corporation
and deemed military service wage credits were counted; or (C) if, in
the case of a child beneficiary, tbe child was born in the United States
and first became eligible for such benefits before the month of attain-
ment of age 3.

Section 103 (1) (2) of the bill amends section 203 (d) (which relates
to the occurrence of more than one deduction event in any one month)
to add a reference to the deduction event covered by subsection (m).

‘Section 103 (1) (3) of the bill amends section 214 (b) of the Act
(which defines ‘“‘currently insured individual’’) to provide that, for
purposes of section 203 (m) only, an individual would be currently
insured if he had 6 quarters of coverage within the 13-quarter period
ending with the first quarter in which he became eligible for old-age
insurance benefits (1, e. was fully insured and attained retirement age).

Section 103 (1) (4) of the bill amends sections 217 (a) (1) and 217

(e) (1) of the Act (relating to wage credits for service in the armed
forces) to provide that, for purposes of section 203 (m) (1) (B), the
limitation (in case other Federal non-veterans’ benefits are payable
on the basis of the credits) placed on deemed military service wage
credlits by clause (B) of sections 217 (a) (1) and 217 (e) (1) would not
apply.
Section 103 (1) (5) provides that the amendments relating to deduc-
tions from benefits of dependents and survivors residing abroad shall
be applicable only to individuals who become entitled to dependents’
or survivors’ benefits after the month of enactment and who were not
eligib%le for such benefits in the month of enactment or in any earlier
month,

Section 103 (j) provides effective dates for the various amendments
made by the bill in section 203 of the Social Security Act.

Paragraph (1) of section 103 (j) provides that the amendments made
with respect to deductions from an individual’s benefits because of
his own earnings shall be applicable in the case of monthly benefits
for months in any taxable year (of the entitled individual) beginning
after December 1954. With respect to dependents from whose bene-
fits deductions are made because of earnings by the insured individual,
the amended provisions would be applicable 1n the case of months in
any taxable year (of such insured individual) beginning after December
1954. With respect to failure to file timely reports of the events
causing deductions other than the charging of earnings, the new
provisions would be applicable in the case of monthly benefits for
months after December 1954. The remaining amendments made by
section 103 of the bill (other than subsecs. (h) and (i), which would
become effective on enactment of the bill) would be applicable, with
respect to old-age insurance benefits, in the case of monthly benefits
for months in any taxable year (of the individual) beginning after
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December 1954, and with respect to secondary benefits, in the case of
monthly benefits for months in any taxable year (of the insured indi-
vidual on whose earnings those benefits are based) beginning after
December 1954.

Paragraph (2) of section 103 (j) provides that, after enactment of
the bill, no additional (penalty) deductions would be imposed under
the provisions of present law for failure to file a report of an event which
would give rise to deductions because of work under present law, and
no deductions for such reasons imposed prior to enactment would be
- collected after enactment. Taxable years beginning prior to January
1955 would be disregarded in determining whether a failure to file a
timely report occurred under section 203 (g) (2) as amended by the
bill.

IncrEASE IN EsrniNGgs COUNTED

Section 104 of the bill amends the Social Security Act so as to
increase from $3,600 to $4,200 a year the maximum amount of earn-
ings that may be counted in the computation of benefits under the
old-age and survivors insurance program.

Section 104 (a) of the bill amends section 209 (a) of the act (relating
to the definition of ‘““wages’) to provide that, for years after 1950 and
prior to 1955, the term “wages” would exclude any remuneration in
excess of $3,600 paid to an individual with respect to employment in
any calendar year, and for years after 1954 would exclude any re-
muneration in excess of $4,200 paid to an individual with respect to
employment during a calendar year.

Section 104 (b) of the bill amends section 211 (b) (1) of the act
(relating to the definition of “self-employment income”) to exclude
from self-employment income, for taxable years ending after 1954,
any amount in excess of $4,200 minus the amount of the wages paid
to an individual during the taxable year.

Section 104 (c) amends clauses (ii) and (iii) of section 213 (a) (2) (B)
of the act (relating to the definition of ‘‘quarter of coverage’) to
provide that for calendar years after 1954, an individual shall be
credited with a quarter of coverage for each quarter of the year if his
wages for that year equal $4,200. He would also be credited with a
quarter of coverage for each quarter of a taxable year ending after
1954 in which the sum of his wages and self-employment income
equal $4,200. The crediting of quarters of coverage under those
amended provisions would remain subject to the limitations in the
law, such as that providing that no quarter occurring after the quarter
in which an individual dies shall be a quarter of coverage, and the
prohibition against counting a quarter as a quarter of coverage prior
to the beginning of such quarter.

Section 104 (d) amends section 215 (e) (1) of the act to provide
that earnings up to $4,200, in any calendar year after 1954, shall be
used in the computation of an individual’s average monthly wage.

RETROACTIVE APPLICATIONS FOR BENEFITS

Section 105 (a) ot the bill amends section 202 (j) (1) of the Social
Security Act to increase from 6 to 12 the number of months for which
benefits may be paid retroactively to individuals who fail to file their
applications as soon as they are otherwise eligible.
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Section 105 (b) of the bill provides that the liberalized provisions
with regard to retroactivity of benefit payments are to become effec-
tive only in the-case of applications filed after the effective date of the
bill (the last day of the month following the month in which the bill
is enacted) for monthly benefits for months after such effective date.
However, no individual would be entitled to a retroactive benefit
payment by reason of the amendment, for any month prior to the
fifth month before the month of enactment of the bill.

PRESERVATION OF INsURANCE RigaTs orF INbpIviDUALS WiITH
ExtEnpED Torarn DisaBiLiTy

Under existing law entitlement to benefits defends upon insured
status, and the amount of benefits depends, in general, upon average
monthly wage. If an individual becomes disabled he may lose his
insured status. If he does not lose his insured status, his average
monthly wage will in nearly all cases be reduced.

Section 106 of the bill would protect certain individuals from having
their insured status and their average monthly wage adversely affected
while they are under an extended total disability.

Quarter of coverage

Section 106 (a) amends section 213 (a) (2) of the Social Security
Act, which defines ‘“‘quarter of coverage.”

Paragraph (1) of this subsection amends subparagraph (A) of
section 213 (a) (2) of the Social Security Act by redefining ‘‘quarter
of coverage,’”’ in the case of quarters occurring before 1951, to exclude
any quarter any part of which was included in a period of disability,
other than the initial quarter of such period. In addition, any quarter
any part of which was included in a period of disability (other than
the first quarter of such period) could not be counted as a quarter of
coverage 1n a calendar year in which wages of $3,000 or more were
paid. Existing law, as applied to calendar years before 1951, provides
that each quarter of such year following the first quarter of coverage
shall be deemed a quarter of coverage, except any quarter in such

ear in which the individual died or became entitled to a prima
msurance benefit and any quarter following such- quarter in whic
he died or became entitled.

Paragraph (2) amends subparagraph (B) (i) of section 213 (a) (2)
of the Social Security Act by redefining ‘““quarter of coverage,” for
quarters occurring after 1950, to exclude any quarter any part of which
was included in a period of disability, other than the first and last
quarters of such period. Since an 1ndividual’'s period of disability
will not necessarily consist of full calendar quarters, a substantial
amount of wages may have been paid to him in the early part of the
calendar quarter in which his period of disability began or in the
latter part of the calendar quarter in which his period of disability
ended. This provision, while generally preventing the crediting of
quarters of coverage for calendar quarters in a period of disability,
recognizes that the first and last calendar quarters in such a period
might help the individual, e. g., in meeting the insured status require-
ments.

Insured status

Section 106 (b) of the bill excludes from the elapsed period under
section 214 (a) (2) (A) of the act (relating to fully insured status)
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and from the elapsed period under section 214 (b) of the act (relating
to currently insured status) any quarter any part of which was included
in a period of disability, unless such quarter was a quarter of coverage.

Average monthly wage

Section 106 (¢) amends section 215 (b) (1) of the act (defining
average monthly wage) and section 215 (e) of the act (relating to
certain wages and self-employment income not to be counted in
computing the average monthly wage) to exclude from the divisor
(the elapsed months) any month in any quarter any part of which
was included in a period of disability unless such quarter was a quarter
of coverage, and to exclude from the dividend (total of wages and
self-employment income): (1) The wages paid in any quarter any
part of which was included in a period of disability unless such quarter
was a quarter of coverage, and (2) any self-employment income for
any taxable year all of which was included in a period of disability.

In order to extend this protection to individuals whose benefits are
computed in the future through the conversion table under section
215 (c) of the law and to those individuals who are now on the rolls
and whose benefits were computed through the conversion table,
section 106 (c) also amends section 215 (d) of the act so as to exclude,
wherever necessary, in the computation of the primary insurance
benefit of such individuals, any quarter prior to 1951 which was
included in a period of disability unless it was a quarter of coverage,
and to exclude from such computation any wages paid in any quarter
so excluded.

Definition of disability and period of disability

Section 106 (d) of the bill amends section 216 of the act (relating to
certain definitions) by adding new subsection (i) defining the terms
“disability’’ and “period of disability.”

Paragraph (1) of the new subsection (i) defines “disability’”’ as
inability to engage in any substantially gainful activity by reason of
any medically determinable physical or mental impairment which can
be expected to result in death or to be of long-continued and indefinite
duration.

“Blindness” also constitutes “disability.”’ ‘Blindness’ is defined
as central visual acuity of 5/200 or less in the better eye with a correct-
ing lens; an eye in which the visual field is reduced to 5° or less con-
centric contraction is considered as having a central visual acuity
of 5/200 or less. A medical finding of blindness, as defined, would
alone be sufficient proof that an individual is under a “disability.”
Individuals with a visual handicap which does not meet this defirition
may, nevertheless, meet the general definition of disability if they are
found unable to engage in any substantially gainful activity by reason
of visual impairment which can be expected to be permanent.

The paragraph also requires an indiviaual filing an application for
a disability determination to submit such proof of the existence of
his disability as may be required.

Paragraph (1) of the new section 216 (i) of the act also provides that
nothing in title IT shall be construed as authorizing the Secretary of
Health, Education, and Welfare or any other officer or employee of
the United States to interfere in any way with the practice of medicine
or with relationships between practitioners of medicine and their
patients, or to exercise any supervision or control over the administra-
tion or operation of any hospital,
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Paragraph (2) of the new subsection (1) of the act defines a “period
of disability”’ as being a continuous period of not less than six full
calendar months during which an individual is under a disability.
To qualify for a period of disability an individual must, while he is
under a “disability,” file an application for a disability determination
and meet the requirements as to quarters of coverage contained in
paragraph (3). While there will be cases in which regulations will
permit the application to be filed on behalf of the disabled individual
by someone else, because his impairment is of such a nature that he
is unable to file 1t himself, the application cannot be filed on his behalf
after his death. The paragraph further provides that a period of
disabili;y cannot begin after the individual attains retirement age
(age 65). -

%& period of disability would start on the day the disability actually
began, or on the first day of the 1-year period which ends with the
day before the day on which the individual files his application,
whichever occurs later, provided the individual satisfies the quarters
of coverage requirements of paragraph (3) on such day. However,
if the individual does not satisfy the quarters of coverage requirements
of paragraph (3) on such day, his period of disability would begin on
the first day of the first quarter thereafter in which he satisfies such
requirements. A period of disability would end at the close of the
month in which either the disability ceased or the individual attained
retirement age. An application for a disability determination would
remain effective for 3 months after its filing; if the individual has
not in that time met the remaining conditions of eligibility, a new
application would be required. The earliest date on which an
application can be filed is January 1, 1955.

Paragraph (3) of subsection (i) provides that-in order for a period
of disability to begin with respect to any quarter, the individual must
have not less than six quarters of coverage (as defined in sec. 213 (a)
(2)) during the 13-quarter period which ends with such quarter; and
20 quarters of coverage during the 40-quarter period which ends with
such quarter, not counting as part of the 13-quarter period or the
40-quarter period any quarter any- part of which was included in a
prior period of disability unless such quarter was a quarter of coverage.

Retroactivity

Paragraph (4) of section 216 (i) provides that, for applications
filed after December 1954 and before July 1957, with respect to a
disability which began before July 1956 and continued without in-
terruption until the application was filed, an individual’s period of
disability shall begin on the day the disability began but only if he
met on such day the requirements as to quarters of coverage set
forth in paragraph (3). If he did not meet such requirements on such
day, then such period shall begin on the first day of the first quarter
thereafter in which he met such requirements. The provisions of this
paragraph apply, however, only if the individual does not die prior to
July 1, 1955.

gnd’er this paragraph, a period of disability could begin as early
as the fourth quarter of 1941, the earliest day the individual could
have acquired 20 quarters of coverage (as required by paragraph (3)).

Wage credits for military service

Subsection (e) of section 106 of the [bill amends section 217 of
the act (relating to wage credits provided for service in the Armed
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Forces) to provide that such wage credits may be used for purposes of
determining an individual’s eligibility for a period of disability whether
or not they can be used for' purposes of determining entitlement to
and the amount of old-age and survivors insurance benefits. There
is a prohibition against the use of military service wage credits for
benefit purposes cases in which the wage credits are used as a basis
for another Federal nonveterans benefit.

Use of railroad compensation for disability purposes

Subsection (f) of section 106 amends section 5 (k) of the Railroad
Retirement Act of 1937, as amended (relating to the crediting of
railroad industry service under the Social Security Act in certain
cases) so that railroad compensation can also be used for purposes of
determining an individual’s eligibility for a period of disall))ility.
Saving provision, disability determinations, and referral for rehabilita-

tion services

Section 106 (g) of the bill amends title IT of the Social Security Act
by the addition of three new sections after section 219.

The new section 220 contains a saving provision which makes the
disability provisions inapplicable if their application would result
in the denial of monthly benefits or a lump-sum death payment other-
wise payable, or would result in a reduction of any such benefit or
payment. Under this section the provisions relating to periods of
disability would not apply in the case of any monthly benefit or
lump-sum death payment if such benefit or payment would be greater
without the application of the provisions. Thus, for example, section

220 permits a blind individual who, subsequent to establishing a
period of disability, receives wages or derives self-employment income
to include the amount thereof in his benefit eomputation (with the
months and quarters in the period being counted as elapsed months
and quarters), if this would produce a higher benefit than if he was
credited with a period of disability. He could not, however, include
some periods of disability and not others. The choice is on an all
or none basis.

The new section 221 sets forth the conditions under which disability
determinations shall be made for individuals qualified under the
provisions of this bill.

Subsection (a) provides that determinations of whether or not an
individual is under a disability and of the day such disability began
and determinations of the day such disability ceases shall, except as
provided in subsection (g), be made by State agencies pursuant to
agreements with the Secretary of Heaf;h, Education, and Welfare.
These determinations would be considered as. determinations of the
Secretary, except as provided in subsections (c¢) and (d).

Subsection (b) of the new section 221 provides that the Secretary
shall enter into agreements with States for the making of disability
determinations by the vocational rehabilitation agencies or any other
appropriate State agencies of such States. An agreement may cover
all persons in the State or only certain classes of individuals in the
State, as may be ‘designated in the agreement at the State’s request.

Subsection (c) gives the Secretary the authority to review, on his
own motion, any determination made by a State agency that a disa-
bility exists, and authorizes the Secretary, as a result of such review,
to a finding that no disability exists or that the disability began later
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than determined by the State agency, or that the disability ceased
earlier than determined by the State agency.

Subsection (d) of the new section 221 gives any individual, dis-
satisfied with a determination by a State or the Secretary, the right
to a hearing by the Secretary and to judicial review of the final
decision of the Secretary after such hearing, to the same extent as
provided in section 205 (b) and section 205 (g) of present law.

Subsection (e) authorizes the Secretary to certify for payment from
the trust fund the cost to the State of carrying out the terms of an
agreement under this section. These payments may be made in ad-
vance or by way of reimbursement, and prior to audit or settlement
by the General Accounting Office. : '

Subsection (f) requires that all money paid to a State under this
section be used solely for the purposes %:)r which it is paid and that
any money not used for such purposes shall be returned for deposit
in the trust fund.

Subsection (g) of the new section 221 authorizes the Secretary to
make disability determinations for individuals in any State Wﬁich
has no agreement under subsection (b), for any classes of persons not
included in an agreement with the State, and for persons outside the
United States.

The new section 222 of the Social Security Act declares it to be
the policy of the Congress that disabled individuals applying for
determinations of disability be promptly referred to State vocational
rehabilitation agencies for necessary rehabilitation services, so that
the maximum pumber of disabled. persons may be restored to pro-
ductive activity.

Effective date

Section 106 (h) provides that the foregoing disability provisions
will take effect with respect to monthly benefits payable for months
after Jure 1955, end with respect to lump-sum death payments in
the case of deaths after June 1955. Increases resulting from recalcu-
lation of benefits to exclude periods of disability will be excepted from
tlfle 1}iniit,a,tions placed on benefit recomputations by section 215 (f)
ol the law.

DEeLETION OF EARNINGS DURING UNLAWFUL RESIDENCE IN THE
UNiTED STATES

Section 107 (a) of the bill amends section 205 of the Social Security
Act to redesignate subsection (n) as subsection (m) and to add a new
subsection (n) to such section 205.

Paragraph (1) of the new subsection would provide that wages and
self-employment income derived by an individual during any period
that he is unlawfully in the United States shall be deleted from the
individual’s wage record and shall not be counted for purposes of
determining entitlement to or the amount of any benefits or lump-
sum death paymenfs under section 202 of the act.

Paragraph (2) of th2 subsection would provide that the deletion
of such wages and self-employment income would be made by the
Secretary only if he has been notified by the Attorney General that
the individual was unlawfully in the United States during any period
of time. On receipt of such notice, the Secretary would not certify
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further benefits for payment or would recompute the benefit amount
after deletion from his records of earnings for the periods involved.
Payments certified prior to receipt of the notice would not be deemed
to be erroneous by reason of the provisions of the new subsection.
Section 107 (b) of the bill provides that the amendment made by
section 107 (a) would be applicable with respect to monthly benefits
under title II of the Social Security Act for months after, and in the
case of lump-sum death payments with respect to deaths occurring
after, the month following the month in which the bill is enacted.

TeErMINATION OF BENEFITS UroN DEPORTATION

Section 108 (a) of the bill adds a new subsection (m) to section 202
of the act.

Paragraph (1) of the new subsection (m) would provide for the
termination of any monthly benefits payable on the wages and self-
employment income of any individual for any month after such indi-
vidual has been deported under paragraph (1), (2), @), ), (6), (7),
(10), (11), (12), (14), (15), (16), (17), or (18) (referring to deportation
because of unlawful entry, conviction of a crime, or subversive
activity) of section 241 (a) of the Immigration and Nationality Act.
No lump-sum death payments would be made on the basis of the wages
and self-employment income of any individual who died on or after
the month of his deportation.

Paragraph (2) of the new subsection provides that decisions as to
payment of monthly benefits and lump-sum death payments would be
made without regard to paragraph (1) unless the Secretary has been
notified by the Attorney General that the individual has been or is
deported under one of the specified subsections of section 241 (a) of
the Immigration and Nationality Act. The Attorney General would
give such notice in any case in which an individual has been or is
deported, and the Secretary, on receipt of such notice, would stop the
certification of any further benefits. Any benefit certified prior to
the receipt of such notice from the Attorney General would not be
deemed to be an erroneous payment by reason of the new subsection.

Section 108 (b) of the bill provides that the amendment made by
section 108 (a) shall be applicable in the case of monthly benefits
under title IT of the Social Security Act for months after, and in the
case of lump-sum death payments with respect to deaths occurring
after, the month following the month of enactment of the bill.

INSURED StaTUS

Section 109 (a) of the bill amends the definition of fully insured
individual (sec. 214 (a) of the Social Security Act) by redesignating
paragraph (3) as paragraph (4) and inserting a new paragraph (3)
to provide an alternative basis for meeting the fully insured status
test, applicable to individuals who are living on January 1, 1955.
Any such individual with respect to whom all the quarters elapsing
after 1954 and prior to the later of (1) July 1, 1956, or (2) the quarter
in which he attained retirement age or died, whichever first occurred,
are quarters of coverage, would be fully insured. The amendment
would permit individuals newly covered on January 1, 1955, who are
steadily employed and have at least six quarters of coverage after
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1954 to become fully insured at death or attainment of age 65 even
though they cannot meet the requirement in present law that an
individual must have quarters of coverage equal to at least half the
number of quarters elapsing after 1950 and prior to the quarter of
death or attainment of age 65. The provision will be operative only
with respect to deaths or attainment of age 65 prior to July 1, 1958,
since any individual all of whose elapsed quarters after 1954 and
prior to the quarter of death or attainment of age 65, if such quarter
occurs after June 1954, are quarters of coverage would meet the
requirements in present law.

Section 109 (b) of the bill amends section 213 (a) (2) (B) of the act
to provide for crediting quarters of coverage on the basis of annual
amounts of wages received for agricultural labor. If an individual
receives wages of less than $300 in a year for agricultural labor (he
must receive at least $200 from a single employer in order to receive
credit for such wages), the last two quarters of such year which can
be, but are not otherwise quarters of coverage would be quarters of
coverage. If his wages were at least $300, but less than $400, the
last three such quarters which can be, but are not otherwise quarters
of coverage would be quarters of coverage, and if his wages were at
least $400, each such quarter of such year would be a quarter of
coverage. If, however, the individual has been paid wages for agri-
cultural labor in the year in which he attained retirement age or
died or in which he is under a disability and does he not meet the
requirements for insured status or for entitlement to a computation
or recomputation of his primary insurance amount, or the insured
status requirements for a disability determination by reason of the
fact that the quarters of coverage derived from such agricultural
labor are assigned as provided above, but he would meet such require-
ments if such quarters of coverage were assigned to different quarters
in such year, then such quarters shall instead be assigned, for purposes
only of determining compliance with such requirements, to such
different quarters.

BeNeFITS IN CERTAIN CAsEs oF DeaTas BEFore SEpTEMBER 1950

Section 110 (a) of the bill provides that any individual who died prior
to September 1, 1950, and was not fully insured under the provisions
of the Social Security Act in effect at that time, and who had not less
than 6 quarters of coverage, shall be deemed to be fully insured at
the time of death (except for purposes of determining the entitlement
of a former wife divorced to mother’s insurance benefits).

The primary insurance amount of such an individual would be
computed only through the conversion table in the bill, using the
benefit formula and closing and starting dates contained in the act
prior to the enactment of this bill. The requirement that proof of
support by a deceased individual must be filed within 2 years of the
date of his death would be waived, in cases to which the amendments
made by section 110 are applicable, if such proof is filed within 2 years
after the first month following the month of enactment of the bill.

Subsection (b) of section 110 of the bill provides that the provisions
of subsection (a) shall be applicable only in the case of monthly
benefits under section 202 of the act for months after the first month
following the month of enactment of the bill, on the basis of appli-
cations filed after the month of enactment.
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EviMiNaTION OF REQUIREMENT OF FILING APPLICATION IN
Cerrain Casgs

Section 111 of the bill amends several subsections of section 202 of
the Social Security Act to eliminate the requirement of filing an appli-
cation in the case of certain types of benefits in specified situations.

Subsection (a) of the section amends subsection (e) (1) (C) of
section 202 of the act to provide that applications for widow’s insurance
benefits would not be required if the widow was entitled to a wife’s
insurance benefit for the month preceding the wage earners’ death
(this is existing law) or a mother’s insurance benefit in the month
prior to the month in which she attained retirement age.

Subsection (b) amends subsection (g) (1) (D) of section 202 to pro-
vide that applications for mother’s insurance benefits would not be
required if the widow was entitled to a wife’s insurance benefit for the
month preceding the month in which the insured individual died.

Subsection (¢) amends subsection (i) of section 202 to provide that
an application for a lump-sum death payment would not be required
from an individual who was entitled to wife’s or husband’s insurance
benefits for the month preceding the month in which the insured
individual died.

TECHNICAL AMENDMENTS

Subsection (a) of section 112 of the bill amends section 204 (a) of
the Social Security Act (dealing with adjustment of overpayments and
underpayments) to insert the words ‘‘self-employment income’” in one
line of the subsection, thereby correcting an omission in the wording
of the subsection.

Subsection (b) of section 112 amends section 208 of the Social
Security Act to make it clear that the penalty provisions of that
section extend to cases of false statements or representations as to
the amount of net earnings from self-employment derived or the
period during which derived.

RerEAL OF REQUIREMENT oF CerTAIN DEDUCTIONS

Section 113 (a) of the bill repeals section 203 (i) of the act, which
requires deductions from monthly benefits of the amount of a lump sum
paid under section 204 of the 1935 Social Security Act; such deduc-
tions would be discontinued effective with the month following the
month of enactment.

Section 113 (b) of the bill amends section 907 of the Social Security
Act Amendments of 1939, effective with the month following the
month of enactment, to discontinue deductions from monthly benefits
for unpaid taxes on wages for services performed in 1939 after the
attainment of age 65.

Proor or SurrorT BY HUusBaND orR Wipower v CerrTAIN CASES

Section 114 (a) of the bill provides that, for the purpose of determin-
ing the entitlement of the husband of an insured woman to husband’s
insurance benefits under section 202 (c) of the Social Security Act,
he shall be deemed to meet the dependency requirements of paragraph
(1) (D) of the section if (1) he was receiving at least one-half of his
support (as determined in accordance with regulations prescribed by
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the Secretary) from his wife on the first day of the first month in which
she was both entitled to old-age insurance benefits and such benefits
were not subject to deductions under paragraph (1) or (2) of section
203 (b) of such act (as in effect either before or after the enactment of
the bill) by reason of earnings in excess of the amount permitted by
the retirement test in such section; (2) he filed proof of such support
within 2 years after the first month, mentioned in item (1), above;
and (3) his wife was (without the application of the retroactive pro-
visions of section 202 (J) (1) of such act) entitled to a primary insurance
benefit under such act for August 1950.

Subsection (b) of section 114 provides that, for the purpose of de-
termining the entitlement of the widower of an insured woman to
widower’s insurance benefits under section 202 (f) of the Social Se-
curity Act, he shall be deemed to meet the dependency requirements of
paragraph (1) (E) (ii) of such section if (1) he was receiving at least
one-half of his support from his wife, and she was a currently insured
individual, on the first day of the first month in which she was both
entitled to old-age insurance benefits and such benefits were not sub-
ject to deductions under paragraph (1) or (2) of section 203 (b) of
such act (as in effect either before or after the enactment of the bill)
by reason of earnings in excess of the amount permitted by the retire-
ment test; (2) he has filed proof of such support within 2 years after
the first month mentioned in item (1), above, and (3) his wife was
entitled (without the application of the retroactive provisions of
section 202 (j) (1) of such act) to a primary insurance benefit for
August 1950.

Subsection (c) of section 114 provides that, for purposes of deter-
mining the entitlement of a widower under subsection (b) (1) of the
section, and for purposes of determining the entitlement of a husband
under section 202 (¢) (1) of the Social Security Act in cases to which
subsection (a) of section 114 of the bill is applicable, the wife of an
mndividual shall be deemed to be a currently insured individual if she
had not less than 6 quarters of coverage during the 13-quarter period
ending with the calendar quarter in which occurs the first month in
which she was both entitled to an old-age insurance benefit and such
benefit was not subject to deductions under paragraph (1) or (2) of
section 203 (b) of the Social Security Act because of earnings in excess
of the amount permitted by the retirement test.

Subsection (d) of the section provides that the section shall apply
only with respect to husband’s insurance benefits under section 202 (c)
of the Social Security Act, and widower’s insurance benefits under
section 202 (f) of such Act, for months after the first month following
the month of enactment of the bill, and only with respect to benefits
based on applications filed after such first month.

DeriNITION

Section 115 of the bill defines “Secretary,’”’ as used in the provisions
of the Social Security Act amended by the bill, to mean the Secretary
of Health, Education, and Welfare.
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TITLE II-AMENDMENTS TO INTERNAL REVENUE CODE

AMENDMENTS TO DEFINITIONS OF SELF-EMPLOYMENT INCOME AND
RELATED DEFINITIONS

Section 201 (a) (2) of the bill would extend the application of the
_self-employment tax to self-employed farmers by eliminating para-
graph (2) of section 481 (a) of the Internal Revenue Code. In addi-
tion, it would amend such section 481 (a) by establishing an optional
method of reporting income for self-employed farmers. Under this
amendment, a farmer who reports his income on the cash receipts and
disbursements basis may deem 50 percent of his ‘‘gross income’ from
farming to be his net earnings from self-employment attributable to
farming, provided such gross income is not more than $1,800. If
the gross income from farming is more than $1,800 and the net earnings
from self-employment as computed under the provisions of section
481 (a) are less than $900, such net earnings, at his option, may
be deemed to be $900. For this purpose, “gross income” 1s the
excess of gross receipts from farming over the cost or other basis of
property which was purchased and sold in carrying on such trade or
business, adjusted in accordance with the provisions of paragraphs (1)
through (6) (to the extent applicable) of section 481 (a), as amended
by the bill. This definition of “gross income” is for the purpose of
computing net earnings from self-employment attributable to farming
and does not affect the computation of gross income of a farmer for
income-tax purposes. As an illustration, a farmer on a cash basis who
received $1,200 from the sale of produce raised on the farm, $200 from
the sale of livestock raised on the farm and not held for breeding or
dairy purposes, and $300 for the sale of a dairy cow which had an
adjusted cost of $200 and had been held for 1 year, would have gross
receipts of $1,700 which should be reduced by the adjusted cost of the
dairy cow ($200) and which should then be adjusted by eliminating
the profit on the sale of the dairy cow (which under sec. 117 (j)
would be treated as a gain from the sale of a capital asset and which
under sec. 481 (a) (3) (sec. 481 (a) (4) of existing law) would be
excladed from the term ‘‘gross income’’ from farming in arriving at
gross income for self-employment tax purposes). Thus, the farmer’s
gross income in this case would be $1,400. A

Section 201 (a) also amends section 481 (a) (1) of the code to make
it clear that the term ‘rentals” as used therein includes rentals paid
in the form of crop shares.

Section 201 (b) (1) amends section 481 (b) of the code by increas-
ing the limitation on self-employment income subject to the self-
gg)g(l)c())yment tax (for taxable years ending after 1954) from $3,600 to

,200.

Section 201 (b) (2) amends section 481 (b) of the code to include
as ‘““wages”, for purposes of computing “self-employment income”,
remuneration of United States citizens employed by a foreign sub-
sidiary of a domestic corporation which has entered into an agreement
pursuant to section 1426 (m) for the purpose of having the insurance
system established by title IT of the Social Security Act extended to
service performed by such citizens.

Under the existing paragraphs (4) and (5) of section 481 (c) of the
code, ministers of a church in the exercise of their ministry, members
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of a religious order in the exercise of duties required by such order,
physicians, lawyers, dentists, osteopaths; veterinarians, chiropractors,
naturopaths, optometrists, Christian Science practitioners, architects,
certified public accountants, accountants registered or licensed as
accountants under State or municipal law, full-time practicing public
accountants, funeral directors, and professional engineers, in the exer-
cise of their respective professions, are not subject to the self-employ-
ment tax. Section 201 (¢) of the bill would repeal these exclusions
except in the case of physicians, thereby subjecting to self-employment
tax the self-employment income from the practice of all of the
professions now excluded.

The amendments made by section 201 will be applicable only with
respect to taxable years ending after 1954.

REFUND OF CERTAIN TAXES DEDUCTED FROM WAGES

Section 202 (a) (1) of the bill amends section 1401 (d) (3) of the
Internal Revenue Code, relating to special refunds of employee tax
paid on aggregate wages in excess of $3,600 received by an employee
from more than one employer during a calendar year, so as to conform
the special refund provisions to the increase made by the bill in the
limitation on wages from $3,600 to $4,200.

Section 1401 (d) (3) of the Code presently provides that no special
refund shall be made unless (A) the employee makes a claim, estab-
lishing his right thereto, after the calendar year in which were received
the wages with respect to which refund of tax is claimed, and (B) such
claim is made within 2 years after the calendar year in which such
wages were received. Paragraph (2) of section 202 (a) of the bill
amends section 1401 (d) (3) of the code so as to provide an exception
to this provision in the case of an employee of a State or any political
subdivision thereof whose services are covered for purposes of title IT
of the Social Security Act by reason of an agreement (or modification)
pursuant to section 218 of the Social Security Act which is effective
as of a date more than 2 years prior to the date such agreement (or
modification) was agreed to. It would allow a special refund to be
made in the case of such employees, if claim for such refund is made
within a period of 2 years after the end of the calendar year in which
such agreement (or modification) was agreed to by the State and the
Secretary of Health, Education, and Welfare.

Paragraph (2) of section 202 (b) of the bill amends section 1401
(d) (@) (A) of the code, relating to special rules applicable to special
refunds in the case of Federal employees, so as to conform the pro-
visions thereof to the increase made by the bill in the limitation on
wages from $3,600 to $4,200. '

Paragraph (3) of section 202 (b) of the bill further amends such
section 1401 (d) (4) of the code by adding at the end thereof a new
subparagraph (C), relating to special refunds in the case of citizens
of the United States performing services outside the United States for
a foreign subsidiary corporation of a domestic corporation which has
entered into an agreement under section 1426 (m) of the code (added
by the bill) for the purpose of obtaining coverage under title IT of the
Social Security Act for such employees. (For a discussion of the
circumstances and conditions under which a domestic corporation
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may enter into such an agreement, see in this report the explanation
of section 209 of the bill.) Such new subparagraph (C) would make
the special refund provisions in section 1401 (d) of existing law ap-
plicable to amounts deducted in any calendar year after the calendar
year 1954 from the remuneration of employees whose services are
covered under title IT of the Social Security Act by reason of such am
agreement. For purposes of special refunds in the case of amounts.
paid pursuant to any such agreement the term ‘‘employer’’ includes a
domestic corporation; the term *wages” includes remuneration for-
services covered by such an agreement; and the term “tax” or “tax.
imposed by section 1400” includes an amount equivalent to the
employee tax which would be imposed if the services covered by the
agreement constituted employment as defined in section 1426 of the
code.

Subsection (c) of section 202 amends section 1420 (e) of the code so
as to conform such section to the increase made by the bill in the
limitation on wages from $3,600 to $4,200.

Subsection (d) of section 202 provides that the amendments made
by subsections (a) (1), (b) (2), and (c), relating to the increase in
the limitation on wages from $3,600 to $4,200, shall be applicable
only with respect to remuneration paid after 1854,

COLLECTION AND PAYMENT OF TAXES WITH RESPECT TO COAST GUARD
EXCHANGES

Section 203 (a) of the bill amends section 1420 (e) of the Internal
Revenue Code, which relates to the employee and employer taxes
imposed with respect to certain services performed in the employ
of the United States or in the employ of any instrumentality which
is wholly owned by the United States. Existing law provides,
among other things, that the head of the Federal department, agency,
or instrumentality having control over the services performed in its
employ, or such agents as may be designated by him, shall (1) deter-
mine 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 required return and payment of the taxes
imposed by sections 1400 and 1410.

A later section of the bill amends the definition of employment
contained in section 1426 (b) of the code so as to remove the exclu-
sion from employment of services performed by certain civilian
employees in Coast Guard Exchanges and other Coast Guard activ-
ities. (For a further discussion of Federal services as affected by
this bill, see in this report the explanation of section 205 (d) of the
bill.) Section 203 (a) of the bill amends section 1420 (e) of the code
so as to make the provisions of such section applicable to services
performed by a civilian employee, who is not compensated from
funds appropriated by the Congress, in the Coast Guard Exchanges
or other activities, conducted by an instrumentality of the United
States subject to the jurisdiction of the Secretary of the Treasury,
at installations of the Coast Guard for the comfort, pleasure, con-
tentment, and mental and physical improvement of personnel of the
Coast Guard. Section 203 (a) further provides that the Secretary
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of the Treasury is deemed to be the head of the instrumentality for

which civilian employees of Coast Guard Exchanges perform services.
Subsection (b) of section 203 of the bill provides that the amend-

ment made by such section shall become effective January 1, 1955.

AMENDMENTS TO DEFINITION OF WAGES

Section 204 (applicable only with respect to remuneration paid
after 1954) amends section 1426 (&) of the Internal Revenue Code
which defines the term “wages’ for purposes of the Federal Insurance
Contributions Act.’

Subsection (a) of this section of the bill amends section 1426 (a) (1)
of the code, relating to the $3,600 limitation on remuneration which
constitutes wages. Subsection 1426 (a) (1) in existing law provides
that the term “wages” does not include that part of the remuneration
paid within any calendar year by an employer to an employee which
exceeds the first $3,600 of such remuneration (exclusive of remunera-
tion excepted from wages by the succeeding paragraphs of sec. 1426 (a))
paid within such calendar year by such employer to such employee for
employment. The amendment would increase the amount of the
limitation from $3,600 to $4,200 but otherwise would make no change
in the provisions of section 1426 (a) (1).

Suhsection (b) (1) of this section of the bill amends subparagraph
(B) of section 1426 (a) (7) of the code, which relates to cash remunera-
tion for domestic service. Section 1426 (a) (7) (B) now provides for
the exclusion from wages of cash remuneration paid in a calendar
quarter for domestic service in a private home of the employer unless
such remuneration paid in such calendar quarter for such service is
$50 or more and the employee is regularly employed by the employer
in the calendar quarter in which the payment is made. The employee
is “regularly employed” by an employer during a calendar quarter if . -
he performed domestic service in a private home of the employer on
at least 24 days in that calendar quarter or during the preceding
calendar quarter. The amendment would eliminate the 24-day test,
thus making coverage of domestic service dependent solely on receipt
of $50 in cash wages in a calendar quarter gy an employee from an
employer for such service.

As under existing law, domestic service does not include service
described in section 1426 (h) (5) of the code (service performed on a
farm operated for profit).

- Paragraph (2) of subsection (b) of this section amends section 1426
(a) (7) by adding a new subparagraph (C). This new subparagraph
relates to cash remuneration received for service not in the course of
the employer’s trade or business and should be considered together
with the repeal of section 1426 (b) (3) of the code, which would be
accomplished by section 205 (b) of the bill. Section 1426 (b) (3) of
the code now excepts from employment service not in the course of
the employer’s trade or business performed by an employee in a
calendar quarter unless the cash remuneration paid by the employer
to the employee for such service is $50 or more and the employee is
regularly employed by the employer during the calendar quarter to
perform such service. The effect of the new subparagraph (C) of
section 1426 (a) (7), together with the repeal of paragraph (3) of sec-
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tion 1426 (b), is to zliminate the 24-day test and to make coverage of
service not in the course of the employer’s trade or business depend
solely on receipt of cash remuneration of $50 or more in the calendar
quarter.

The test relating to cash remuneration of $50 or more also is changed
slightly. Under existing law, the $50 must be paid for service per-
formed in a calendar quarter during which the employee is regularly
employed by the employer to perform such service, and the time of
payment is unimportant. Under the new section 1426 (a) (7) (C),
the test is payment of $50 in a calendar quarter for the service, and
the time of performance of the service is unimportant.

The new subparagraph (C) of section 1426 (a) (7) incorporates the
provision of section 1426 (b) (3) of existing law that ‘‘service not in
the course of the employer’s trade or business” does not include
domestic service in a private home of the employer and does not
include service described in section 1426 (h) (5) (service performed
on a farm operated for profit).

Paragraph (3) of subsection (b) of this section amends section 1426
-(a) (8) of the Internal Revenue Code by inserting a new subparagraph
(B) and by designating the existing provisions of section 1426 (a)
(8) as subparagraph (A). The new subparagraph (B) would exclude
from wages cash remuneration paid by an employer to an employee
in any calendar year for agricultural labor unless such remuneration
is $200 or more. This amendment should be considered in connection
with the amendment to paragraph (1) of section 1426 (b) of the code
which would be effected %y section 205 (a) of the bill. :

Under the existing provisions of section 1426 (b) (1) of the Internal
Revenue Code the criteria which determine whether agricultural labor

erformed for an employer is included in coverage under the Federal
Fnsurance Contributions Act are tied in with the calendar quarter.
Agricultural labor performed by an employee for an employer in a
calendar quarter is excepted from employment under existing law
unless the cash remuneration paid in that quarter by the employer
to the employee for such labor is $50 or more and the employee is
regularly employed in that quarter by such employer to perform such
agricultural labor. For purposes of section 1426 (a) (1), “an indi-
vidual is deemed to be regularly employed by an employer during a
calendar quarter * * * only if (i) such individual performs agricul-
tural labor * * * for such employer on a full-time basis on 60
days * * * during the quarter, and (ii) the quarter was immediately
preceded by a qualifying quarter. A qualifying quarter is defined as
(I) any quarter durin% all of which the individual was continuously
employed by the employer, or (II) any subsequent quarter meeting
the test of clause (i) above if, after the last quarter during all of which
the individual was continuously employed by the employer, each
intervening quarter met the test of clause (i). An individual is also
deemed to be regularly employed by an employer during a calendar
quarter if he was regufarly employed (upon application of clauses (i)
and (ii)) by the employer during the preceding calendar quarter.”
(H. Rept. No. 2771, 81st Cong., 2d sess. (conference report on H. R.
6000), p. 95.)

The principal effects of the amendments made by paragraph (3)
of section 204 (b) and by section 205 (a) of the bill are to eliminate
the present “regularly employed’ concept as a requirement for cover-
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age of agricultural labor under the Federal Insurance Contributions
Act; to place the coverage test for agricultural labor on a calendar-
year basis instead of on a calendar-quarter basis as at present; and
to make coverage depend solely on the payment of cash remuneration
of $200 or'more in a calendar year by the same employer to the em-
ployee for such labor. It is contemplated that employers of individ-
uals performing agricultural labor who meet this test would report
wages annually.

At the present time, services performed in connection with the
ginning of cotton and services performed in connection with the pro-
duction or harvesting of crude gum (oleoresin) from g living tree or
the processing of such crude gum into gum spirits of turpentine and
gum resin, if such processing is carried on by the original producer
of the crude gum, are excepted from employment under the existing
section 1426 (b) (1) of the code. The amendment to section 1426
(b) (1) of the code made by section 205 (a) of the bill would remove
the specific exception of these services from employment and would
have the effect of covering such services under the Federal Insurance
Contributions Act on the same basis as other agricultural labor.

AMENDMENTS TO DEFINITION OF EMPLOYMENT

Section 205 amends subsection (b) of section 1426 of the Internal
Revenue Code, which defines ‘“‘employment’’ for purposes of the
Federal Insurance Contributions Act.

Subsection (a) of this section of the bill amends paragraph (1) of
section 1426 (b) of the code by eliminating from the definition of
employment the existing exception of agricultural labor, except in the
case of service performed by foreign agricultural workers under
contracts entered into in accordance with title V of the Agricultural
Act of 1949, as amended. Title V of such act now provides that no
workers may be available under it for employment after December 31,
1955. The exception under section 1426 (b) (1) of the code will, of
course, be inoperative when title V of the Agricultural Act ceases to
be effective. :

Subsection (b) of this section repeals paragraph (3) of section 1426
(b) of the code (which excepts from employment service not in the
course of the employer’s trade or business), and makes appropriate
conforming changes in the remainder of the section.

Paragraph (5) of section 1426 (b) of the code now excepts from em-
ployment any service performed by an individual on or in connection
with a vessel not an American vessel, or on or in connection with an
aircraft not an American aircraft, if the individual is employed on and
in connection with such vessel or aircraft when outside the United
States. Subsection (¢) of section 205 of the bill amends section
1426 (b) (5) of the code (redesignated by the bill as section 1426 (b) (4))
so as to make the exception applicable only if the individual is not a
citizen of the United States or the employer is not an American
employer. Consequently, if the individual i1s a citizen of the United
States and the employer is an American employer, the services of the
individual on foreign-flag vessels or foreign-flag aircraft will not be
excepted from employment whether performed here or abroad. This
change would have tﬂe effect of treating services performed by these
individuals the same as services performed by citizens of the United
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States as employees of American employers, which now constitute
employment whether performed here or abroad.

Subsection (d) (1) of this section amends the existing paragraph (7)
of section 1426 (b) of the code (redesignated by the bill as paragraph
(6)) to include in employment certain services performed for the
Federal Government. Subparagraph (B) of section 1426 (b) (7) now
excepts from employment services performed in the employ of any
instrumentality of the United States if such instrumentality was
exempt from the tax imposed by section 1410 on December 31, 1950,
with certain designated exceptions. This subparagraph is amended
by the bill to provide that service performed by an individual in the
employ of any such instrumentality would be excepted from employ-
ment only if such service is covered by a retirement system estab-
lished by such instrumentality. The amendment also provides that
service performed in the employ of a Federal Home Loan Bank and
service performed by civilians for Coast Guard Exchanges and certain
other Coast Guard activities are no longer excepted from employment.

Subsection (d) (2) of this section amends subparagraph (C) of
such existing paragraph (7), which now excepts from employment
service performed by 13 specific categories of Federal employees.
The amendment deletes the following seven categories: temporary
employees in the field service of the Post Office Department who are
excluded from the civil service retirement system; temporary census-
taking employees of the Bureau of the Census; Federal employees
who are paid on a contract or fee basis; Federal employees who Teceive
compensation of $12 a year or less; certain consular agents; individuals
employed under Federal unemployment relief programs; and members
of State, county, or community committees under the Production
and Marketing Administration and similar bodies, unless such bodies
are composed exclusively of full-time Federal employees. The
effect of these deletions is to remove the exception from employment
in the case of service performed by employees in these seven categories.

Subsection (d) (2) of this section also amends two of the remaining
six categories in the existing section 1426 (b) (7) (C). The present
exception from employment of services performed in hospitals, homes,
or other institutions of the United States by patients or inmates of
those institutions is amended to except only service performed by
inmates of penal institutions. The exception is no longer applicable
to service performed by an employee who is a patient at a Federal
hospital or home. The present exception from employment of
service performed by an individual who is excluded from the civil
service retirement system because he is covered by another retirement
system is amended so that service performed by an individual covered
under the retirement system of the Tennessee Valley Authority is no
longer excepted from employment.

Subsection (e) of this section amends the present section 1426 (b)
(9) of the code (redesignated as paragraph (8) by the bill) so that the
employment exception will no longer be applicable to services of cer-
tain ministers and members of religious orders employed by an organi-
zation exempt from income tax under section 101 (6) of the code if the
organization has filed a certificate under section 1426 (1) of the code
walving its exemption from the taxes imposed under the Federal Insur-
ance Contributions Act.
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The present subparagraph (B) of section 1426 (b) (9) of the code
excepts from employment service performed by lay employees of these
organizations unless the organization files a certificate of waiver under
section 1426 (1) of the code. This provision would be retained without
any substantive change and would be redesignated as subparagraph
(A). The present subparagraph (A) excepts from employment 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. This would be
eliminated and in its place would be substituted a new subparagraph
(B) excepting such services if performed in the employ of an organiza-
tion exempt from income tax under section 101 (6) of the code. The
new subparagraph (B) would, however, permit the waiver, under con-
ditions specified in section 1426 (1) (2) (as amended by the bill); of
the exemption from tax with respect to services performed by ministers
and members of religious orders (not including any member of a
religious order who has taken a vow of poverty as a member of such
order) employed by such an organization if the organization has filed
with the Internal Revenue Service a certificate indicating its desire
to cover its ministers and members of religious orders. The services
of those clergymen who concur in the filing of the certificate, and those
employed after the certificate becomes effective (or after the certificate
was filed, if the certificate was made effective retroactively) would no
longer be excepted from employment.

Section 1426 (b) (15) of the Internal Revenue Code now excepts
from employment service performed by employees in fishing and
similar activities unless performed in connection with commercial
salmon or halibut fishing or on a vessel of more than 10 net tons.
Subsection (f) of this section of the bill would eliminate this exception,
and make appropriate conforming changes. '

Subsection (g) of this section provides that the amendments made
by subsections (a) and (b) (relating to agricultural labor and service
not in the course of the employer’s trade or business) will be applicable
only with respect to services (whenever performed) for which the
remuneration is paid after 1954, and that the amendments made by
subsections (¢), (d), (e), and (f) (relating to service on foreign-flag
vessels and aircraft, Federal service, service performed by ministers,
and fishing and related service) will be applicable only with respect to
services performed after 1954.

AMENDMENT TO DEFINITION OF EMPLOYEE

Section 206 amends subsection (d) of section 1426 of the Internal
Revenue Code, which defines the term ‘“employee’” for purposes of
the Federal Insurance Coatributions Act.

Section 1426 (d) (3) (C) of the code now includes as an employee
any individual who performs services for remuneration for any person
as a homeworker performing work, according to specifications fur-
nished by the person for whom the services are performed, on mate-
rials or goods furnished by such person and required to be returned
to such person or a person designated by him, if the performance
of such services is subject to licensing requirements under the laws
of the State in which such services are performed. Subsection (a)
of section 206 of the bill amends such section 1426 (d) (3) (C) so
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as to eliminate the requirement that the performance of the services
be subject to State licensing requirements, effective with respect to
services performed after 1954.

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

WAIVER OF TAX EXEMPTION BY NONPROFIT ORGANIZATIONS WITH
RESPECT TO MINISTERS IN THEIR EMPLOY

The present paragraph (9) (A) of section 1426 (b) of the Internal
Revenue Code excepts from employment services performed by a
duly ordained, commissioned, or licensed minister of a church in the
exercise of his ministry or by a member of a religious order in the
exercise of duties required by such order. As amended and re-
designated as paragraph (8) (B) by section 205 (e) of the bill, such
paragraph would continue to except from employment services per-
formed in the employ of an organization exempt from income tax
under section 101 (6) of the code 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. However, such exception would have no application to services
performed by any such minister or member of a religious order (other
than a member of a religious order who has taken a vow of poverty as
a member of such order), as an employee of an organization which is
exempt from income tax under section 101 (6) of the code, during any
period in which a certificate filed by such organization pursuant to
section 1426 (1) (2) of the code applies to him. Section 207 of the bill
would amend section 1426 (1) of the code to set forth the conditions
and procedures applicable with respect to the filing of such certificates.

A certificate filed by an organization under such section 1426 (1) (2)
would certify that it desires to have the insurance system established
by title IT of the Social Security Act extended to service performed by
its employees who are ministers or members of a religious order.
. When such a certificate is filed, both the organization and the em-
ployees to which the certificate applies are, for the period during which
it is in effect, subject to the taxes imposed by sections 1400 and 1410
of the code in the same manner as a private employer and his em-
ployees. The certificate filed by the organization must certify that
at least two-thirds of its employees who are ministers or members of
a religious order have concurred in the filing of the certificate, and the
certificate must be accompanied by a list containing the signature,
address, and social security account number (if any) of each employee
who concurs in the filing of the certificate. Such list may be amended
at any time by filing with the prescribed official a supplemental list
or lists containing the signature, address, and social security account
number of each additional employee who concurs in the filing of the
certificate. However, such a certificate may not be filed by an organi-
zation unless (A) such organization does not have any lay employees
with respect to whom a certificate may be filed pursuant to paragraph
(1) of section 1426 (1), or (B) such organization has filed a certificate
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pursuant to such paragraph (1) with respect to its lay employees. A
certificate filed pursuant to paragraph (2) of such section shall be in
effect for the period beginning with the first day of whichever of the
following calendar quarters may be specified in the certificate: (1) The
quarter 1n which the certificate is filed, (2) the succeeding quarter, or
(3) if the certificate is filed during the calendar year 1955, any quarter
in such year prior to the quarter in which it .is filed. However, a
supplemental list filed after the first month following the first calendar
quarter for which the certificate is in effect, or following the calendar
quarter in which the certificate was filed, shall be in effect only with
respect to those.services performed by an individual whose name
appears on such supplemental list which are performed by him after
the calendar quarter in which such suppleinental list is filed.

Section 1426 (1), as amended by the bill, would further provide that
the period for which the certificate is effective may be terminated by
the organization at the end of a specified calendar quarter upon giving
2 years’ advance notice in writing, but only if the certificate has been
in effect for a period of not less than 8 years at the time of the receipt
of the notice of termination.. The organization may revoke its notice
of termination by giving a written notice of such revocation prior to
the close of the calendar quarter specified in the notice of termination.
The certificate (and any notice of termination or revocation of such
notice) must be filed in such form and manner and with such official
as may be prescribed by regulations.

The waiver period may in any case be terminated by the Secretary
or his delegate if he finds that the organization which filed the certifi-
cate has failed to comply substantially with the provisions of the
Federal Insurance Contributions Act. In such case, the organization
must be given 60 days’ advance notice in writing that the period
covered by the certificate will terminate at the end of the calendar
quarter specified in the notice. Any such notice may be revoked by
giving: written notice of revocation prior to the close of the calendar
quarter specified in the notice of termination. A notice of termination
or revocation thereof may not be given without the prior concurrence
of the Secretary of Health, Education, and Welfare. If the period
covered by the certificate is terminated by the organization itself, it
may not thereafter file a certificate under section 1426 (1) of the code;
and if a certificate filed by an organization pursuant to paragraph
(1) of section 1426 (1) with respect to its lay emplovyees is terminated,
the period covered by any certificate filed by such organization
pursuant to paragraph (2) of such section with respect to ministers.
and members of a religious order in its employ shall be terminated at
the same time.

CHANGES IN TAX SCHEDULES

Section 208 (a) of the bill would amend section 480 of the Internal
Revenue Code, relating to the rate of tax upon self-employment
income. Under existing law the rate of tax upon self-employment
income in the case of any taxable year beginning after December 31,
1969, is 4% percent. Under the bill the rates of tax for taxable years
beginning after December 31, 1969, are as follows:

For taxable years;— Percent
Beginning after Dec. 31, 1969, and before Jan. 1, 1975_ ____________ 5%4
_______________ 6

Beginning after Dec. 31, 1974, and subsequent years
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Subsections (b) and (c) of section 208 would amend sections 1400
and 1410, respectively, of the Internal Revenue Code, relating to the
rates of the taxes under the Federal Insurance Contributions Act.
Under existing law the rate of the employee tax and of the employer
tax for the calendar year 1970 and subsequent calendar years is 3%
percent. Under the bill the rates of each such tax for the calendar
year 1970 and subsequent calendar years are as follows:

Percent

For the calendar years 1970 to 1974, ineclusive___________ . _ . _____._____ 3%
For the calendar yvear 1975 and subsequent calendar years__.._.__.______ 4

FOREIGN SUBSIDIARIES OF AMERICAN EMPLOYERS

Under the Internal Revenue Code the definition of the term ‘“‘em-
ployment” does not include service performed outside the United
States for a foreign corporation, and the bill makes no change in the
definition with respect to such services.

Section 209 of the bill amends section 1426 of the code by adding
at the end thereof a new subsection (m). Such subsection (m) pro-
vides that the Secretary or his delegate shall enter into an agreement,
at the request of any domestic corporation, for the purpose of extend-
ing old-age and survivors insurance coverage to citizens of the United
States performing service outside the United States in the employ of
any one or more foreign subsidiaries of such domestic corporation.
A foreign subsidiary is defined as (1) a foreign corporation more than
50 percent of the voting stock of which is owned by the domestic
corporation desiring to enter into the agreement, or (2) a foreign cor-
poration more than 50 percent of the voting stock of which is owned
by a foreign corporation described in clause (1). Such an agreement
shall not be applicable to any service performed by, or remuneration
paid to, an employee, if such service or remuneration would be ex-
cluded from the term “employment” or the term ‘“wages’’, respectively,
were the service performed in the employ of the domestic corporation.
Any such agreement shall be applicable in all respects in the case of
any citizen of the United States who, after the agreement becomes
effective, is employed by the foreign subsidiary or subsidiaries named
in the agreement.

If at any time after such an agreement is entered into the domestic
corporation desires to have the old-age and survivors insurance system
extended to citizens of the United States performing service in the
employ of one or more foreign subsidiaries other than the subsidiary
or subsidiaries specified in the agreement, the agreement may be
amended so as to extend such system to such citizens. Any agreement so
amended shall be applicable in all respects in the case of service per-
formed in the employ of any foreign subsidiary to which the amend-
ment relates. Any such agreement shall require the domestic corpo-
ration to pay to the Secretary or his delegate, amounts equivalent to
the sum of the employee and employer taxes which would be imposed
under sections 1400 and 1410 of the code (including interest and
penalties) if the services under the agreement constituted employment
and the remuneration for such service constituted wages, under
section 1426 of the code. It shall also require the domestic corpora-
tion to comply with regulations, relating to payments and reports,
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prescribed by the Secretary to carry out the purposes of such subsec-
tion.

Paragraph (2) of such section 1426 (m) provides that an agreement
shall be made effective for the period beginning either with the first
day of the calendar quarter in which the agreement is entered into
or the first day of the succeeding calendar quarter. However, no
agreement may be made effective prior to January 1, 1955. Anamend-
ment to an agreement executed after the first month following the
first calendar quarter for which the agreement is in effect shall apply,
in the case of services performed for the subsidiary or subsidiaries
specified in the amendment, only after the calendar quarter in which
the amendment is executed.

Paragraph (3) of such section 1426 (m) provides that the domestic
corporation may terminate such an agreement, with respect to any
one or more of its foreign subsidiaries, effective at the end of a calendar
quarter. However, the termination may be made only upon giving
2 years’ advance notice in writing and only if at the time of the
receipt of such notice the agreement has been in effect for a period of
not less than 8 years. Any such notice of termination may be revoked
by giving, prior to the close of the calendar quarter specified therein,
a written notice of revocation. A notice of termination or revocation
thereof shall be filed in such form and manner as may be prescribed
by regulations. The period for which an agreement is effective with
respect to any foreign subsidiary shall terminate automatically at the
end of any calendar quarter in which at any time the domestic cor-
poration does not own more than 50 percent of the voting stock of
such subsidiary.

Paragraph Z) of such section 1426 (m) directs the Secretary, upon
a finding that any domestic corporation has failed to comply substan-
tially with the terms of its agreement under such section 1426 (m),
to give such corporation not less than 60 days’ advance notice in writ-
ing that the period covered by its agreement will terminate at the
end of a calendar quarter specified in such notice. Any such notice
of termination, however, may be revoked by the Secretary as provided
in such paragraph. No such notice of termination or revocation shall
be given without the prior concurrence of the Secretary of Health,
Education, and Welfare.

Pursuant to paragraph (5) of such section 1426 (m), if the agree-
ment is terminated In its entirety the domestic corporation may not
again enter into an agreement with respect to service performed for
any foreign subsidiary; and if the agreement is terminated with respect
to any subsidiary the domestic corporation may not thereafter make
such agreement applicable to that subsidiary.

Paras'raph (6) of such section 1426 (m) specifies that all amounts
received by the Secretary pursuant to an agreement with a domestic
corporation under such section shall be regarded as taxes collected
pursuant to subchapter A of chapter 9 of the code for purposes of
section 201 of the Social Security Act, which relates to the amounts
to be appropriated to the Federal Old-Age and Survivors Insurance
Trust Fund.

Paragraph (7) of such section 1426 (m) provides that adjustments
of any overpayments or underpayments of amounts due under an
agreement shall be made, without interest, in accordance with regula-
tions prescribed by the Secretary. If an overpayment cannot be
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adjusted the amount thereof shall be repaid, but only if a claim therefor
is filed with the Secretary within 2 years from the time such over-
payment was made.

aragraph 9 of such section 1426 (m) provides that the regulations
of the Secretary under such section shall be designed to make the
requirements imposed on domestic corporations with respect to service
performed in the employ of foreign subsidiaries the same, insofar as
practicable, as the requirements imposed on employers pursuant to
subchapters (A) and (E) of chapter 9 of the code.

DEDUCTIONS FROM GROSS INCOME FOR PAYMENTS WITH RESPECT TO
EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS

Section 210, which adds a new subsection to section 23 of the
Internal Revenue Code, provides that amounts paid by a domestic
corporation under the provisions of an agreement entered into as
provided by section 1426 (m) may be deducted in computing net
income, but only to the extent that the domestic corporation actually
bore the burden of the payment. Amounts involved which were
withheld from the wages of the employees of the foreign corporation
or which were supplied by the foreign corporation may not give rise
to a deduction for the domestic corporation which pays over such
amounts to the Secretary. Any reimbursement of any amount
which has been deducted by the domestic corporation under the
provisions of this section must be included in the gross income -of
such corporation for the taxable year in which it is received.

TITLE III—PROVISIONS RELATING TO PUBLIC ASSISTANCE
TEMPORARY EXTENSION OF 1952 MATCHING FORMULA

The 1952 amendments to the Social Security Act included amend-
ments increasing the proportion of public assistance expenditures made
by the States to be borne from Federal funds. Such amendments were,
however, made effective only for the period ending September 30, 1954.
Section 301 of the bill would extend this period for an additional year
to September 30, 1955.

TEMPORARY EXTENSION OF SPECIAL PROVISIONS RELATING TO STATE
PLANS FOR AID TO THE BLIND

Section 344 (b) of the Social Security Act Amendments of 1950 re-
lieved certain States from the necessity for complying with the require-
ments of section 1002 (a) (8) of the Social Security Act as a condition
to approval of their State aid-to-the-blind plans so as to make them
eligible to receive Federal contributions toward the cost of assistance
expenditures under the plans. This special provision was effective,
however, only for the period ending June 30, 1955. Section 302 of the
bill would extend this period for an additional 2 years to June 30, 1957.

TECHNICAL AMENDMENTS

When the public assistance provisions of the Social Security Act
were amended in 1946 to change the Federal share of assistance ex-
penditures from one-half of the total expenditures to a larger per-
centage of average expenditures below a certain amount, conforming
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changes were made in sections 3 (b), 403 (b) (1), and 1003 (b) (1)
of the act. Through oversight these conforming changes were not
repeated in the 1950 amendments to the Social Security Act. Section
303 of the bill would remedy this oversight.

TITLE IV—MISCELLANEOUS PROVISIONS

This title amends the Railroad Retirement Act in several respects
in order to preserve the existing relationship between the railroad
retirement and old-age and survivors insurance systems. It also
provides for redesignating cross references in other acts to provisions
of the Internal Revenue Code and the Social Security Act redesignated
by the bill.



DISSENTING VIEWS ON H. R. 9366

Because of practical results and, more importantly, because of
fundamental implications of H. R. 9366, which are referred to below,
we must regretfully dissent from the majority report of the committee.

The committee has the grave responsibility of framing social-
security legislation which will improve and maintain the system on a
sound basis, compatible with its purpose and with our system of free
anterprise.

Our social-security program includes both OASI and the Federal-
State systems of public assistance. The administration bill, H. R.
7200, and many other proposals relating to public assistance, are
pending in this committee. As was recognized when social security
was enacted in 1935 and when it was revised in 1950, and as again
recognized by the administration bill, H. R. 7200, OASI and public
assistance are both parts of the social-security program, and both are
directed to common problems of human destitution—in fact, often
dealing with the same individuals. The intelligent overall solution
of these problems requires hearings and study of both of these inter-
related social-security systems before undertaking changes in either.
However, despite the fundamental interrelationships, pressures for
speedy action on OASI have resulted in the hasty adoption of the
pending OASI amendments by the committee without even a hearing
on the mterrelated assistance system.

H. R. 9366 also contains public assistance amendments providing
extension of the temporary public assistance grant formulas which
were adopted without hearings by either this committee or the Senate
Finance Committee in 1952 when offered as a Senate floor amendment
to the OASI amendments of 1952, which were also adopted without
hearings.

Some of the hastily adopted amendments contained in H. R. 9366
are highly questionable and probably would not have been adopted
upon mature consideration. The most important of these, the amend-
ments expanding the social-security tax base from $3,600 to $4,200,
are fundamentally wrong and have far-reaching implications. The
inflated wage base proposals were adopted with a strong dissenting
vote and mark a departure from the basic purpose and justification
of social security—that of affording a basic floor of protection—and
would directly impair both the ability and incentives of the individual
to achieve security through the normal processes of free interprise.

Private arrangements for security, in contrast with the sterile
taxing and spending processes of social security, are an integral part of
free enterprise and provide the funds for capital investment upon which
our economic system is based. Private thrift and insurance pur-
chases also provide a flexibility of protection adaptable to the par-
ticular needs of the particular family. This flexibility is impossible
under social security. Furthermore, security privately achieved by

95



96 SOCIAL SECURITY AMENDMENTS OF 1954

voluntary action, as contrasted with unnecessarily inflated compulsory
social security, is compatible with our traditions and our way of life.

Thus even though social security were in fact bought and paid for
by the individual and his equities, typical of free enterprise, were pre-
served, it would violate our basic principles to extend its taxes and
benefits beyond the levels required to meet its purpose of providing a
minimum floor of protection against destitution.

The bill’s provisions extending the system’s taxes and benefits to
earnings in excess of the present $3,600-per-year limit, manifestly raise
the fundamental issue of whether we shall progressively depart from
the original purpose of the system. The proposal assumes that the
$4,200 man requires more compulsory, publicly provided protection
than does the $3,600 man. The next step, already proposed and
urged, is that of providing still greater Government protection for the
$6,000 man than is provided the $4,200 man. There is no stopping
point when one accepts the philosophy of more and more compulsory
reliance upon the state, with the corollary of less and less reliance by
the individual upon his private voluntary arrangements.

A chief danger of the current situation is that to many social secu-
rity seems to offer tremendous bargains in protection. Acceptance of
these at other taxpayers’ expense is dignified by use of the inappro-
priate term “insurance.” We are presently paying retirement bene-
fits having an actuarial value of $10,000 or $20,000, or more, to individ-
uals whose taxes have aggregated only a few dollars or a few hundred
dollars. Asshown by table 35 in this committee’s report on the social-
security amendments of 1939, the maximum retirement benefits a per-
son’s taxes could have purchased on an insurance basis, with maximum
tax coverage over a 20-year period, are less than $12 a month. Yet
under existing law an old couple can presently receive benefits as high
as $127.50 per month, with total coverage as short as 18 months.

The pending amendments, increasing the social-security wage base
and amending the benefit formula, propose to pay maximum benefits
of over $1,950 per year to old couples where social-security taxes are
paid on $4,200 per year earnings—including persons newly covered
next January and retiring 18 months thereafter.

These amendments are indefensible in our opinion. The proposed
superbenefits for the high-income man are incompatible with the pur-
pose of the system. Burdening other social-security taxpayers with
their payment shocks one’s sense of equity.

The powerful drive for expanding the wage base and providing
higher and higher benefits, and the lack of public understanding of
the consequences of this action, place the committee and the Con-
gress in a most difficult position—particularly in an election year.

But the inescapable fact is that younger people, including those
not yet of voting age, and millions yet unborn, must largely support
benefits for persons who retire in the next 2 or 3 decades. This situa-
tion places a special trusteeship on this committee and on the Con-
gress. For not only the purpose of social security, but the welfare of
our young people and their children, strictly limits the social-security
benefits which can be provided for the aged through taxation of the
young. We must halt the constant increases in present and future
benefits, and in the taxes required to support these benefits.

What has occurred by way of increasing future social-security costs
by the 1950 and 1952 amendments and what is proposed by H. R,
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9366 is roughly indicated by comparing the intermediate estimates in

the Senate report relating to the 1950 amendments as in the version

of the bill passed by the Senate, the intermediate estimates in actuarial

study No. 36 of the Social Security Administration relating to the 1952

%_Imendments, and the intermediate estimates in this report relating to
. R. 9366.

Benefit costs as a percentage of payroll

Before 1950 | Under 1950 | Under 1952 Under
amendments | amendments | amendments | H. R. 9366

Percent Percent Percent Percent
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The above only partially indicates the increase in necessary taxes,
as the first two columns were for taxes with a $3,000 wage base, the
third column for the present $3,600 wage base, and the fourth column
1s for the proposed $4,200 wage base.

Furthermore, the above estimates are based on assumptions of
high future employment. Even with this assumption, the “high cost”
estimates for H. R. 9366 show a 1980 cost of 7.7 percent of payroll
and a 1990 cost of 8.9 percent of payroll.

Unlike actuarial study No. 36 of the present law, the actuarial
estimate of this report relating to H. R. 9366 fails to include the
percentage of payroll required to support benefits if some reduction
i the optimistically estimated future employment is assumed. The
estimates in study No. 36 show as much as three-fourths percent of
payroll in higher costs with the less optimistic employment assump-
tion. Thus future costs of H. R. 9366 may require much higher
payroll taxes than indicated above. ‘

In absolute dollar benefit expenditures, the estimates are:

[Amounts in billions]

Under 1952 Under H. R.
9366

Before 1950 | Under 1950 | 8mendments

Year amendments | amendments

Low | High | Low | High

1960 $1.8 $3.7 $5.3 $6. 2 $6.7 $7.8
1970, e et 2.9 5.7 7.7 8.9 10.2 11.9
1980.__.. - 4.3 7.7 10.3 11.9 13.8 15.9
2000. - 6.8 10.9 13.5 16.2 17.9 21.0

The estimated social-security tax revenues for 1955 under H. R. 9366
are $6.2 billion. With the scheduled tax step-ups, the revenue is
estimated at $12.5 billion in 1970 and $16 billion in 1980—thus
currently keeping slightly ahead of the rapidly increasing expenditures.

The comparison of maximum annual taxes imposed on individuals
under present law and under H. R. 9366 is as follows:
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Mazimum annual taz

Employee tax Self-employed tax
Period
Present lJaw | H, R. 8366 | Presentlaw | H. R. 9366
1055-80 e $72 $84 $108. 00 $126. 00
1960-64_ - 90 105 135. 00 - 157.50
1965-69_ . .- 108 126 162. 00 189. 00
1970-74. . - 117 147 175. 50 220. 50
1975 and after. oo e eieeeeaa.. 117 168 175. 50 252. 00

It is far from certain that the present tax schedule will support the
presently scheduled benefits, and still less certain that the proposed
increased taxes would support the proposed increased benefits.

It is manifest, in any event, that the proposed wage base extension
would provide an unwarranted increase in benefits of persons with
high earnings, who least need social-security protection. It is also
manifest that the unwarranted increase in benefits—and for younger
people the lifetime burden of the additional social-security taxes—
would adversely affect individuals and our economy and would be
contrary to the general welfare.

N. M. Mason.

James B. Urr.



FURTHER DISSENTING VIEWS OF MR. UTT

In addition to the foregoing minority report, I wish to state it is
my fearful belief that the social-security tax is fast shaping up to be-
come a secondary graduated income tax upon wages and salaries, a
tax which, when its full impact is felt, will shake our social-security
system to its very foundation.

James B. Urr.
99
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Union Calendar No. 627
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[Report No. 1698}

IN THE HOUSE OF REPRESENTATIVES

May 28; 1954
Mr. Reep of New York introduced the following bill; which was referred to
the Committee on Ways and Means

May 28,1954

Committed to the Committee of the Whole House on the State of the Union
_ and ordered to be printed

A BILL

To amend - the Social chin'ity Act and the Internal Revenue
Code so as‘ to extend coverage under the old-age and sur-
vivors insurance program, increase the benefits payable
thereunder, preserve the insurance rights of disabled individ-
uals, and increase the amount of earnings permitted without
loss of benefits, and for other purposes.

1 Be it enacted by the Senate and H ouse of Representa-
2 tive& of the Um'tcd States of Ameriéd in Congress assembled,
3 That this Act may be cited as the “Soclal Security Amend—
4 ments of 1904” | |

A:I.
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TITLE I—AMENDMENTS TO TITLE II OF THE

SOCIAL SECURITY ACT

ExTENSION OF COVERAGE

DOMESTIC SERVICE, SERVICE NOT IN COURSE OF EMPLOYER'S

BUSINESS, AND AGRICULTURAL LABOR

SEc. 101. (a) (1) Paragraph (2) of section 209 (g)

of the Social Security Act is gmendea to read as follows:

“(2) Cash remuneration paid by an eﬁiployer in
any calendar quarter to an employee for domestic service
in a private home of the employer, if the cash remunera-
tion paid in such quﬁrter by the employer to the em-
ployee for such service is less than $50. As used in
this paragraph, the term ‘domestic service in a private
home of the employer’ does not include service de-
scribed in section 210 (f) (5);”. |
(2) Section 209 (g) of such Act is amended by adding

" at the end thereof the follovxlring new paragraph:

““(3) Cash remuneration paid by an employer in

- any calendar quarter to an employee for service not in

the course of the employer’s trade or business, if the
cash remuneration paid in such quarter by the employer
to the employee for such servicé is less than $50. As
used in this paragraph, the term ‘service not in the
course of thé employer’s trade or business’ does not in-

clude domestie service in a private home of the employer
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-+ and does not. include service described in section 210 -

(f) (8);”. .

(3) Section 209 '(h) of such Act is amended by in- .
serting “ (1) after “ (h)” and by adding at the end thereof
the following new pafagraph:

““(2) Cash remuneration paid by an employer in -
any calendar year to an employee for agricultural
labor, if the cash remuneration paid in such year by
the employer to the employee for such labor is less
“than $200;”. | |
(4) Section 210 (a) (1) of such Act is amended to.
read as follows:

“(1) Service performed by foreign agricultural .
workers under contracts entered into in accordance With
title V' of the Agricultural Act of 1949, as amended ;”.‘
(5) Section 210 (a) of such Act is amended by striking
out paragraph (3) and redesignating paragraphs (4),
(5), (8), (7), (8), (9), (10), (11), (12), (13), and
(14), and any references thereto contaiﬁed in such Act,
as paragraphs (3), (4), (5), (6), (7), (8), (9), (10),
(11), (12), and (13), respectively.

(6) The second sentence of section 218 (¢) (5) of such
Act is amended by inserting before the period at the end
thereof “and service the remuneration for which is excluded

from wages by paragraph (2) of section 209 (h)”.
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" AMERICAN ‘CITIZENS EMPLOYED BY. AMERICAN EMPLOYERS

ON FOREIGN-FLAG. VESSELS
(b) The paragraph of section 210 (a.) of the Socla.l
Security Act herein redesignated .as paragraph (4) i |
amended by striking out “if the individual is ‘employed on
and in connection with such vessel or aircraft when' outside
thé United States” and inserting in lieu thereof: “if (A) the
individual ils employed on and in connection with suéh vessel
or aircraft when outside the United States and (B)' (i) such
individual is not a citizen of the United States or (ii) the
employer is not an American employer”.
CERTAIN FEDERAL EMPLOYEES
(e) (1) Subparagraph (B) of the paragraph of section
210 (a) of the Social Security Act herein redesignated as
paragraph (6) is amended— |
(A) by inserting “by an individula,l”. after “Service
performed”, and by inserting “‘and if such service is cov-
ered by a retirement system estﬁbﬁshed By such instru-
mentality ;” after “December 31, ‘1950,”;
(B) by inserting “a Fe&eral Home Loan Bank,”
after “a Federai R‘e‘serve Bank,” in clause (ii) ; ?md |
~ (C) by striking out “or” at the end of clause (iii),
by adding “or” at the end of clause (iv), and by adding
at the end of the subparagraph the following new clause:

“(v) service performed by a civilian employee,
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. not compensated from funds appropriated by the
-Congress, in the Coast Guard Exchanges or other

-activities, conducted by an instrumentality of the

United States subject to the jurisdiction of the Sec-
retary of the Treasury, at installations of the Coast
Guard f‘or the comfort, pleasure, contentment, and
mental and physical improvement of personnel of the

Coast Guard;”.

(2) Subparagraph (C) of such paragraph is amended

10.. to read as follows:

11
12
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“(C) Service performed in the employ of the

United States or in the employ of any instrumentality of

the United States, if such service is performed—

““(i) as the President or Vice President of the
United States or as a Member, Delegate, or Resi-
dent Comnmissioner of or to the Congress;

“(ii) in the legislative branch;

“(ni) in a penal institution of the United
States by an inmate thereof;

“(iv) by any individual as an employee in-
cluded under section 2 of the Act of August 4, 1947 .
(relating to certain interns, student nurses, and -
other student employees of hospitals of the Federal
Government; 5 U. 8. C., sec. 1052) ;

“(v) Dby any individual as an employee serving
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" on a temporary basis in case of fire, storm, eérth—
-quake, flood, or other similar emergency; or
“(vi) by any individual to whom the Civil
Service Retirement Act of 1930 does not apply
because such individual is subject fo another retire-
ment systém' (other than the retirement system. of
the Tennessee Valley Authority) ;”. |
(3) Section 205 (p) (3) of such Act is amended by
adding at the end thereof the following new sentence: “The
provisions of paragraphs (1) and (2) shall be applicable
also in the case of service performed by a civilian employee;
not compensated from funds appropriated by the Congress,
in the Coast Guard Exchanges or other activities, conducted
by an instmmenta.l‘ity of the United States subject to the
jurisdiction of the Secretary of the Treasury, at installations
of the Coast Guard for the comfort, pleasure, contentment,
and mental and physical improvement of personnel of the
Coast Guard; and for purposes of paragraphs (1) and (2)
the Secretary of the Treasury shall be deemed to be the head
of such instrumentality.”
 MINISTERS -
(d) (1) The paragraph of section 210 (a) of the
Social Security Act herein redesignated as paragraph (8)
is amended to read as follows:

- “(8) (A) Service performed in the emplby of a
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religious, charitable, educational, or other organization
exempt from income tax under section 101 (8) of the
Internal Revenue Code, other than 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; but this subparagraph shall not apply to
service performed during the period for which a certifi-
cate, filed pursuant to section 1426 (1) (1) of the
Internal Revenue Code, is in effect, if . such service is
performed by an employee (i) whose signature appears
on the list filed by such organization under such section,
or (ii) who becarﬁe an employee of such organization

after the certificate was filed and after such period

~ began;

“(B) Service performed in the employ of a reli-
gious, charitable, educational, or other organization
exempt from income tax under section 101 (6) of the
Internal Revenue Code, by a duly ordained, commis-
sioned, or licénsed 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; but this sub-
paragraph shall not apply to service performed by a
duly ordained, commissioned, or licensed minister of a

church or a member of a religious order, other than
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- a member of a religious order who has taI;en a Vow
of poverty as a member of such order, during the period
for which a certificate, filed pursuant to section 1426
(1) (2) of the Internal Revenue Code, is in effect, if

- such service is performed by an emp‘loyeé (i) whose
signature appears on the list filed by such organization
under such section, or (ii) who became a‘ﬁ“employee of
such organization after the certificate was filed and after
such period began;”.

(2) Section 211 (c) of such Act is amended by strik-

ing out paragraph (4).

(3) Nothing in subsection (a) of section 210 of the

Social Security Act, as amended by this Act, or in subsec-

~tions (b) and (1) of section 1426 of the Internal Revenue

Code, as so amended, shall be construed to mean that any
minister is an employee of an organization for any purpose
other than the purposés of such sectif)ns.
FISHING AND RELATED SERVICE
(e) Section 210 (a) of the ‘Social Security- Act 1s fur-
ther amended by striking out paragraph (15) and redesig-
nating paragraphs (16) and. (17), and any references

thereto contained in such Act, as paragraphs (14) and

(15), respectively.
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- . HOMEWORKERS

" (f) Subparagraph (C) of section 210 (k) (3) of the

- ‘Social Security Act is amended by striking out “, if the per-

formance of such services is subject to licensing requirements

. under ‘the laws of the State in which such services are

. performed”.

FARMERS AND PROFESSIONAL SELF-EMPLOYED

(g) (1) Subsection (a) of section 211 of the Social

- Security Act is amended by striking out paragraph (2) and
‘redesignating paragraphs (3), (4), (5), (6), and (7),

-and any references thereto contained in such Aect, as para-

graphs (2), (3), (4), (5), and (6), respectivély, and by
adding at the end of such subsection the following new sen-
tence: “In the case of any trade or business which is carried
on by an individual who reports his income on a cash receipts
and disbursements basis, and in which, if it were carried on
exclusively by employees, the major portion of the services
would constitute agricultural labor as defined in section 210

(f), (i) if the gross income derived from such trade or

‘business by such individual is' not more than $1,800, the net

-earnings from self-employment derived by him therefrom

may, at his option, be deemed to be 50 per centum of such

gross income in lieu of his net earnings from self-employment
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from such-trade or business computed as provided under the
preceding provisions of this subsection, or (ii) if the
gross income derived from such trade or business by such
individual is more than $1,800 and the net earnings from
self-employment . deri{red by him therefrom, as computed
under the preceding provisions of this 'subseétion, are less
than $900, such net earnings may instead, at the option of
such individual, be deemed to be $900. For the purpose
of the preceding sentence, gross incorhe derived from such
trade or business shall mean the gross receipts from such
trade or business reduced by the cost or other basis of prop-
erty which was purchased and sold in carrying on such
trade or business, adjusted (after such reduétion) in é,c- :
cordance with the preceding provisions of this subsection.”.
(2) Paragraph (1) of such section 211 (a) is amend-
ed to read as followsg
“(1) There shall be excluded rentals from real
estate and from pérsonal property leased with the real
estate (including such rentals paid in crop shares),
together with the deductions attributable thereto, unless
such rentals are received in the course of a trade or
business as a feal éstate dealer;”.
(3) The paragraph of such section 211 (a) herein re-
designated as paragraph (3) is amended by striking out
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“cutting or disposal of timber” and inserting in lieu thereof

“cutting of timber, or the disposal of timber or coal,”.

(4) Section 211 (c) of sach Act is amended by strik-

~-ing out paragraph (5), by inserting “or’”’ at the end of

paragraph (3), and by adding after paragraph (3). the
following new paragraph:

"“(4) The performance of service by an individual
in the exercise of his profession as a physicran, or the
performance of such service by a partnership.”

EMPLOYEES COVERED BY STATE OR LOCAL. RETIREMENT
SYSTEMS
(h) (1) Section 218 (d) of such Act is amended by

striking out “Exclusion Of” in the heading, by insert-

ing “(1)” after “ (d) ”, and by striking out “on the date such

agreement is made applicable to such Coverage group” and
inserting in lieu thereof “‘either (A) on the date such agree-
ment is made applicable to such coverage group, or (B) on

the date of the enactment of the succeeding pardgmph of this

- subsection (except in the case of positions which are, by

- reason of action by such State or political subdivision thereof,

as may be appropriate, taken prior to the date of the enact-

ment of such suéceeding paragraph, no longer covered by a re-

. tirement syster on the date referred to in clause (A), and

except in the case of positions excluded by paragraph
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(5) (A) ). . The preeeding sentenee shall not be applicable to
any service performed by an eu‘tpleOQ as a member of any
coverage group in a position (other than a position ex-
cluded hy paragraph (5) (A)) covered by a retircrent sys-
tem on the date an agreenent is made applicable to such cov-
erage eroup if, on such date (or, if later, the date on le)ich
sueh individual first occupies such position) such individual
is inclicible to be a member of such system”.

(2) Such t\'u(:(ifm 218 (d) is further amended by adding
at the end thereof the following new paragraphs:

“(2) It is hereby declared to be the policy of the
Congress in enacting the succeeding pavagraphs of this
subsection that the protection afforded employees in positions
covered by a retivement system on the date an agreement
under this scetion is made applicable to service performed
in such positions, or receiving periodic benefits under such
ret,irf!mont system at such time, will not be impaired as a
result of making the agreement so applicable or as a result
of legislative enactment in anticipation thercof.

“(3) Notwithstanding paragraph (1), an agreement
with a State may be made applicable (cither in the original
agreement or by any modification thereof) to service per-
formed by cmp]oyees. in positions covered by a retircment
system (including positions specified in paragraph (4) but

not including positions excluded by or pursuant to paragraph
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(5) ) if the governor of the State certifies-to the Secretary of

‘2 Health, Education, and Welfare that the following conditions

3 have been met:
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“(A) A referendum by seeret written ballot was

- held on the question of whether service in positions

covered by.such retirement system should be excluded

from or included under an agreement under this section;
“(B) An opportunity to vote in such‘ referendum

was given (and was limited) to eligible employees;

“(C) Ninety days’ notice of such referendum was

given to all such employees;

“(D) Such referendum was conducted under the

supervision of the governor or an agency or individual

designated by him;

“(E) A majority of the eligible employees voted in
such referendum; and
“(F) Two-thirds or more of the employees who

voted in such referendum voted in favor of including

“service in such positions under an agreement under this

section.

An employee shall be deemed an ‘éligible employee’ for

purposes of any referendum with respect to any retirement

-gystem if, at the time such referendum was held, he was in

-a position covered by such retirement system and was a

member of such system, and if he was in such a position at
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the timre notice of such referendum was given as required

.by clause (C) of the preceding sentence; except that he shall

not be deemed an ‘eligible employee’ if, at the time the ref-
erendum was held, he was in a position' to which the State

agreement already applied, or if he was in a position ex-

~cluded by or pursuant to paragraph (5). No referendum

with respect to a retirement system shall be valid for pur- -
poses of this paragraph unless held within the two-year period
which ends on the date of execution of the agreement or
modification which extends the insurance system established
by this title to such retirement system, nor sﬁall any referen-

dum with respect to a retirement system be valid for purposes

~of this paragraph if held less than one year after any prior -

referendum held with respect to such retirement system.

“(4) Tor the purposes of subsection (c¢) of this section,
the following employees shall be deemed to be a separate
coverage group—

“{A) all employees in positions which were cov-'
ered by the same retirement system on the date the
agreement was made applicable to such system (other
than employees to whose services the agreement already
applied on such date) ;

-« (B) all employees in positions which became cov-
- ered by such system at any time after such date; and

“(0) all employees in positions which were cov-
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ered by such system at any time before such date and
to whose services the insurance system established by
this title has not been extended before such date because
the positions were covered by such retirement system
(including employees to whose services the agreement
was not applicable on such date because such services
were excluded pursuant to subsection (¢) (3) (C)).
“(5) (A) Nothing in paragraph (3) of this subsection
shall authorize the extension of the insurance system estab-
lished by this title to service in any policeman’s or fireinan’s
position.

“(B) At the request of the State, any class or classes of

.positions covered by a retirement 'system which may be

excluded from the agreement pursuant to pararaph (3) or
(5) of subsec'tidn (c), and to which the agreement does
not already apply, may be excluded from the agreement at
the time it 1s made applicable to such retirement system;
except that, notwithstanding the provisions of paragraph (3)
(C) of such subsection, such exclusion may not include any
services to which such paragraph (3) (C) is applicable.
In the case of any such exclusion, each such class so excluded
shall, for purposes of this subsection, constitute a separate
retirement system in case of any modification of the agree-
ment thereafter agreed to.

“(6) If a retirement system covers positions of em-
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ployces of the State and positions of cinployees of one or

more political subdivisions of the State, or covers positions
of employces of two or more political subdivisions of the
State, then, for purposes of the preceding paragraphs of this
subsection, there shall, if the State so desires, be deemed to
be a separate retivement system with respect to each political

subdivision concerned and, where the retirement system

covers positions of employees of the State, a separate retire-

ment system with respect to the State.”

(3) Paragraph (3). of scction 218 (c) is amended to
read as follows:

““(3) Such agreement shall, if the State requests it, ex-
clude (in the case of any coverage group) any one or more
of the following:

“(A) Any service of an elllei'gency nature;

“(B) All services in any class or classes of (i)
elective positions, (ii) part-time positions, or (iii) posi-
tions the compensation for which is on a fee basis;

“(C) Allservices performed by individuals as mem-
bers of a coverage group in positions covered by a retire-
ment system on the date such‘ agreement is made ap-
plicable to such coverage group, but only in the case of
individuals who, on such date (or, if later, the date on
which they first occupy such positions), are not eligible

to become members of such system and whose services
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“-.in such positions have not already:been included under

- -such agreement pursuant to subsection .(d) - (3).”

(4) Paragraph (4) of such section 218 (c) is amended

- by adding at the end thereof the following new sentence:

“A modification of an agreement pursnant to-clause (B) of

the preceding sentence may apply to individuals to whom

- paragraph -(3) (C) is applicable (whether or not the previ-

. ous exclusion of the service of such individuals was pursuant

“to such paragraph), but only if such individuals are, on the

effective date specified in such modification, ineligible. to be

- members of any retirement system or if the modification with

.respect to such individuals is pursuant to.subsection (d)

(3) .”
o (5) Such section 218 (c) is further amended by adding
at the end thereof the following new paragraph:

“(7) No agreement may he made applicable (either in

.-the original -agreement or by any modification thereof) to

service performed by any individual to whom paragraph (3)

- (€) is applicable unless such agreement provides (in the
_case of each coverage group involved) either that the service

- of any individual to whom such paragraph is applicable and

who is a member of such coverage group shall continue to

.be covered by such agreement in case he thereafter becomes

: eligible to be a member of a retirement system, or that such

H.R.9366——2
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service shall cease to be so covered when he becomes eligible
to be a member of such a system (but only if the agreement
is not already applicable to such system pursuant to subsec-

tion (d) (3)), whichever may be desired by the State.”

(6) Section 218 (f) of such Act is amended to read

as follows:

“(f) Any agreement or modification of an agreement

under this section shall be effective with respect to services
performed after an effective date specified in such agreement

or modification; except that—

“(1) in the case of an agreement or modification
agreed to prior to 1954, such date may not be earlier

than December 31, 1950;

. ep U
“(2) in the case of an agreement or modification

agreed to after 1954 but prior to 1958, such date may

not be earlier than December 31, 1954; and

“(3) in the case of an agreement or modification
agreed to during 1954 or after 1957, such date may not
be earlier than the last day of the calendar year preced-

ing the year in which such agreement or modification,

as the case may be, is agreed to by the Secretary of

Health, Education, and Welfare and the State.”
(7) Section 218 (m) (1) of such Act is amended by

24 striking out “subsection (d)” and inserting in lieu thereof

25 ‘“paragraph (1) of subsection (d)”.
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'+(8) Section 218 of such Act is further amended by
adding .at the end thereof the following new subsection:
“Certain Positions No Longer Covered By Retirement
- Systems

-“(n) Notwithstanding subsection (d), an agreement

‘with - any State entered into under this section prior to the
- date of the enactment of this subsection may, prior to Janu-

~ary 1, 1958, be modified pursuant to subsection' (c) (4) so

as to apply to services performed by employees, as members

of any coverage group to which such agreement already

‘applies (and to which such agreement applied on such date

of enactment), in positions (1) to which such agreement

does not already apply, (2) which were covered by a retire-

‘ment system on the date such agreement was made appli-

cable to such coverage group, and (3) which, by reason of

action by such State or political subdivision thereof, as may
be appropriate, taken prior to the date of the enactment of
this subsection, are no longér covered by a retirement system
on the date such- agreement is made applicable to such
services.”

(9) ‘The amendments made by this subsection shall
take effect January 1, 1955. | |
CIVILIAN EMPLOYEES OF STATE NATIONAL GUARD UNITS

(i) (1) Effective as of January 1, 1951, paragraph

- (5) of section 218 (b)" of -the ‘Social Security Act is
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amended by adding at the end thereof the following new

sentence: ‘“‘Civilian employees of National Guard units of

a State who are employed pursuant to section 90 of the

National Defense Act of June 3, 1916 (32 U. 8. C., sec. 42),

-and paid from funds allotted to such units by the Department

of Dcfense, shall for purposes of this section be deemed to be
employees of the State and (notwithstanding the preceding
provisions of this paragraph) shall be deemed to be a sepa-
rate coverage group.”

(2) In the case of any coverage group to which the
amendment made by paragraph ‘(1) is applicable, any.
agreement or modification of an agreement agreed to prior
to January 1, 1956, may, notwithstanding section 218 (f)
of the Social Security Act, be made effective with respect to
services performed by employees as members of such cover- |
age group after any effective date specified ‘therein,, but in

no case may such effective date be earlier than December -

31, 1950.

PRESUMED WORK DEDUCTIONS IN CASE OF CERTAIN RETRO-
ACTIVE STATE AGREEMENTS
(j) (1) In the case of any services performed prior

to 1955 to which an agreement under section '2'18 of the

‘Social Security Act was made applicable,’ deductions

. which—

. (A) were not imposed_undef section 203 of such
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Act with respect to such services performed prior to

- the date the agreement was agreed to or, if the original
agreement was not applicable to such services, per-
formed prior ‘to the date the modification making such
agreement applicable to such services was agreed to, and

(B) would have been imposed under such section

203 had such agreement, or modification, as the case
may be, been agreed to on the date it became effective,
shall be deemed to have been imposed, but only for pur-
poses of determining whether, on the basis of an applica-
tion filed after the month in which this Act is enacted and
prior to January 1, 1956, any person is entitled to a re-

computation, under section 215 (f) of the Social Security

. Act, of the primary insurance amount of the individual who

performed such services. For purposes of any such recom-
putation the individual who performed such services shall be
deemed to have filed an application for recomputation in the

month for which the last of the deductions is deemed to have

‘been made under this paragraph, or in the first month there-

after (and prior to the month in which this Act is enacted)
in which- his benefits under section 202 (a) of the Social Se-
curity Act were no longer subject to deductions under pall'a-
graph (1) or (2) of section 203 (b) of such Act, which-

ever results in a higher primary insurance amount for such

- individual. ‘Any such recomputation shall be made as pro-
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vided in the Social Security Act prior to the enactment of
this Act, and shall be effective for and after the month in
which the application referred to in. the first sentence of this
paragraph is filed. This paragrapﬁ shall not be applicable
in the case of any such individual if his pﬁmarj insurance
amount has been recomputed under section 215 (f) (2) of
the Social Security Act prior tb the month in which this Act
is enacted. |

(2) If any recomputation under section 215 (f) of

the Social Security Act is made by reason of deductions

deemed pursuant to paragraph (1) of this subsection to
have been impose.d with respect to benefits based on the
wages and .sel'f-employment incomg of any i;idividual, the
total of the benefits based on such wages and self-employ-
ment income for months for which such deductions are 80
deemed to have been imposed shall be recovered by making,
in addition to any other deductions under section 203 of such
Act, deductions-from any increase m benefits, based on such
wages and self-employment income, resulting from such
recomputation, -
SERVICE BY AMERICAN CITIZENS FOR FOREIGN SUBSIDIARY
OF DOMESTIO OORPORATION - |

(k) Clause (B) of.o much of section 210 (a) of the

Social Security Act as precedes paragraph' (1) thereof is

amended to read as follows: “(B). outside the United-
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- States by a. citizen of the United States as an employee (i)

of an American employer (as defined in subsection (e)),
or (ii) of a foreign subsidiary (as defined in section 1426
(m) of the Internal Revenue Code) of a domestic corporation

(as determined in accordance with section 3797 (a). of the

JInternal Revenue Code) during any period for which there is

in effect an agreement, entered into pursuant to section 1426

(m) of the Internal Revenue Code, with respect to such
subsidiary;”.
EFFECTIVE DATES
- (1) The amendment made by paragraph (3) of sub-
section (g) shall be applicable only with respect to. taxable

- years beginning after 1950. The amendments made by

paragraphs (1), (2), and (4) of such subsection and b&
paragraph (2) of subsection (d) shall, except for purposes of
section 203 of the Social Security Act, be applicable only
with respect to taxable years ending after 1954. The amend-
ments made by paragraphs (1) ,' (2) yand (8) of subsection
(a) shall be applicable only with respect to remuneration
paid »affter 1954. - The amendments made by paragraphs
(4), (5), and (6) of subsection (a) shall be applica-

“ble only with respect to services (whether performed after

1954 or prior to 1955) for which the remuneration is paid

after 1954. The amendment made by paragraph (3) of sub-
section (c¢) shall become effective January 1, 1955. The -
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other amendments made by this section (other than the

. amendments made by subsections (h), (i)‘, and (k)) sha]l__

be applicable only with respect to services performéd a,ftér“
1954. For purposes of section 203 of the Social Security -
Act, the amendments made by paragraphs (1), (2), and

- (4) of subsection (g) and by pamgrdpﬁ (2) of subsection

(d) shall be effective with respectv to ‘self-employment in-

‘come derived after 1954. The .amount of‘self-employ'ment :

‘income derived during any taxable year ending in, and not

with the close of,‘ 1955 shall be predited equally to thg
calendar quartern in which such taxable year ends a‘nd‘ to each
of the three or fewer preceding quarters any pé,rt of Wthh |
is in. such taxable year;-and, for purposés of the preceding
sentence of this éubseCtion,' self—empioyment income so

credited to calendar qual'tefs in 1955 shall be’dleéme'd: to

. have been derived after 1954.

INOREASE IN BENEFIT AMOUNTS .
SEC. 102. (a) Subscetion (a) | 'of.'é‘ection'215 6flthe
Social Security Act is. émended to read a,s'\foll‘ow's l‘
“Primary Insura‘n“Ce- Amduﬂt

“(a) (1) The primary instir.arilce' amount of any.

individual . (i) who does not bécome -eligible for 'beneﬁ.t's

- under section: 202 (a) until after tﬁe 1ast day of the mbnth .
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following the month in which the Social Security Amend-
ments of 1954 ‘are enacted, or who dies after such day and
without becoming eligible for benefits under such section
202 (a), and (ii) with respect to whom not less than six-
of the quarters elapsing after 1950 are quarters of coverage,
and the primary insurance amount of any individual with
respect to whom not less than six of the quartei‘s elapsing
after June 30, 1953, are quarters of coverage, shall be
whichever of the following amounts is the larger:

“(A) Fifty—ﬁ{re per centum of the first $110 of his
average monthly wage, plus 20 per centum of the next
| © $240; or |
“(B) The amount determined under subsection (c).
An individual shall, for purposes of this paragraph, be

deemed eligible for benefits under section 202 (a) for any

month if he was or would have been, upon filing application

therefor in such month, entitled to such benefits for such
month.

- “(2) The primary insur_anée amouﬁt of any other
individual shall be the amount determined under subsec-
tion (c).”

(b) (1) Paragraphs (1), (2), and (3) of subsection

(b) of such section are amended to read as follows:
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(1) An individual’s ‘average monthly wage’ shall be

.the: quotient. obtained by dividing the tbtal~ of his'wagés and

self-employment income after his starting date (determined

under paragraph (2)) and prior to his closing date (deter-

“mined- under paragraph (3)), by the number of months
_elapsing after such starting date and prior to such closing
-date, excluding from such elapsed months any month in

.any year prior to the year in which he attained the age of

twenty-two if less than two quarters of such: prior year were

quarters. of coverage, except that when the nmnber of such

elapsed months thus computed is less than ‘eighteeh; it shall

be increased to eighteen.
“(2) An individual’s ‘starting date’ shall be—
“(A) December 31, 1950, or S
“(B) if later, the last day of the year in v?hi_ch he
attains the age of twenty-one, | |
whichever results in the higher average monthly wage.

“(3) An individual’s ‘closing date’ shall be whichever

. of the following results in the higher averag‘e'monthly wage:

“(A) the first day of the year in which he died or
became entitled to old-age insufmce benefits, whichever

first occurred; or
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“(B) the first day of the first year in which he both

" was fully insured and had attained retirement age;

except that if the ‘Secretary determines, on the basis of the

evidence available to him at the time of the computation of

‘the individual’s primary insurance amount with respect to

which such closing date is applicable, that it would result in

" a higher average monthly wage for such individual, his clos-

ing date shall be the first day of the year following the year
referred to in subparagraph (A).” .

(2) Subsection (b) of such section is further amended
by striking out paragraph (4) and insérting in lieu thereof
the following new paragraph:

“(4) In the case of any individual, the Secretary shall

determine the four or fewer.full calendar years after the

year in which occurs his starting date and prior to his
closing date which, if the months of such years and his
wages and self-employment income for such years were ex-

cluded in computing his average monthly wage, would pro-

duce the highest primary insurance amount. Such mouths

and such wages and self-employment income shall be ex-
cluded for purposes of computing such individual’s average

monthly wage. The maximum number of calendar years
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- determined under the first sentence of this paragraph shall

be five instead of four in the case of any individual who had

not less than twenty quarters of coverage in the period end-

-ing with the calendar quarter preceding his closing date.”

(c) Subsection (c) of such section is amended to read as

follows:

“‘Determinations Made by Use of the Conversion Table
- “Ae) (1) ,Except as provided in paragraph (2) of this

subsection, the amount referred to in paragraphs (1) (B)

~and (2) of subsection (a) for an individual shall be either

the amount. appearing in column IIT of the following table

on the line on which in column I appears his primary in-
surance benefit (as determined under subsection (d)), or
the amount appearing in column III of the following table

on the line on which in column II appears his primary in-

surance amount (determined as provided in subsection (d) ),

whichever produces‘ the higher amount; and his average
monthly wage shall, for purposes of section 203 (a), be the
amount appearing in column IV on the line on which, in

column III, appears such higher amount,
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”I.’

“If the primary iﬁsurance

I

Or the primary
insurance amount

II

.'The amount
referred to in
paragraphs (1)

IV

.And the average -
monthly wage
for purposes of

benefit (a8 determined | (as determined ; : i
under subsection (d)) is—~ | under subsection "ggl))s:ggio(f)(g)f co,ﬁf;tglegn:ﬁgl
(d)) is— shall be— 8
b3 L $25. 00 $30. 00 $55. 00
3 I I 27. 00 32. 00 §8. 00
b3 & Il 29. 00 34. 00 62. 00
b3 & 31. 00 36. 00 65. 00
S14 e 33. 00 38. 00 69. 00
815, e cecccen————— . 35. 00 40. 00 73. 00
816, e 36. 70 4170 76. 00
17 eceeaeen—- 38. 20 43. 20 79. 00
S8 e eceeeeeanaa 39. 50 44, 50 8L 00
b3 X I, 40. 70° 45, 70 83. 00
820, . e caeen 42. 00 47. 00 85. 00
821 e 43. 50 48, 50 88. 00.
.3 S 45, 30 50. 30 9L 00
b1, S SO 47. 50 52. 50 95. 00
824 e eaee 50. 10 55. 10 100. 00
825, . e ceecaan 52. 40 57. 40 104. 00
826, e cecaen 54. 40 59. 40 108. 00
5Dy (I, 56. 30 61. 30 114. 00
b2 S, . 58, 00 63. 00 123. 00
820 s .89, 40 64. 40 130. 00
880 e cdeeaes 60. 80 86. 30 139. 00
b5 ) S S 62. 00 67. 90 147. 00
882 e e cctcanan 63. 30 69. 50 155. 00
bR S, 64. 40 71. 10 163. 00
834 e 65. 50 72. 50 170. 00
b3 L T 66. 60 73. 90 177. 00
836 e cmmeaceaaa 67. 80 75. 50 185, 00
by G 68. 90 77. 10 193. 00
838, cccccrcmncamne——- 70. 00 78. 50 200. 00
b2 71. 00 79. 90 207. 00
840 o cmcanaa 72. 00 81. 10 213. 00
b7y S 73. 10 82. 70 221. 00
$42 e eeaiaas 74. 10 83. 90 227. 00
T S 75. 10 85. 30 234. 00
$44 s 76. 10 86. 70 241. 00
845, - 77. 10 88. 50 250. 00
$46. o meaaas 77. 10 88. 50 250. 00
: 77. 20 88. 50 250. 00
77. 30 88. 50 250. 00
77. 40 88. 50 250. 00
77. 50 88. §0 250. 00
78. 00 89. 10 253. 00
79. 00 90. 50 260. 00
80. 10 91. 90 267. 00
© 81.00 93. 10 273. 00
82. 00 94. 50 280. 00
83. 10 95. 90 287. 00
84. 00 97. 10 293. 00
85. 00 98. 50 300. 00
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“(2) (A) In case the primary iﬁsuran_ce benefit (deter-
mined as provided- in subsection (d)) of an individual falls -

between the amounts on any two consecutive lines in column

I of the table, the amount referred to in paragraphs (1) (B) .

and (2) of subsection (a) for such individual shall be the
amount determined (i) by ai)piying the formula in subsec-
tion (a) (1) to the average monthly wage which would
be determined for such individual under paragraph (4) of
this subsection as in effect prior to the enactment of the
Social Security Amendments of 1954, (ii) by increas- .
ing the amount determinied under clause (i), if it is not a
multiple of $0.10, to the next higher multiple of $0.10,
and (ii) by further increasing such amount to the extent, if
é,ny, it is less than $5 greater than the primary insurance
amount which would be determined for him by use of his pri-
mary insurance benefit under paragraph (2) of this subsec-
tion as in effect prior to the enactment of the Social Security
Amendments of 1954.

“(B) In case the pﬁmary' insurance amount (deter-
mined under subsection (d)) of an individual falls between
the amounts on any two consecutive lines in column IT of
the table, the amount referréd to in paragraphs (1) (B)
and (2) of subsection (a) for such individual shall be the

amount determined under subparagraph (A) of this para-
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31 |
graph for an individual - whose primary insurance benefit
would (under paragraph (2) of this subsection as in effect

prior to the enactment of the Social Security Amendments

.of 1954) produce such primary insurance amount; except

that, if there is no primary insurance benefit which would

* (under such paragraph (2)) produce such primary insur-

ance amount or if such primary insurance amount is higher
than $77».10, the amount referred to in paragraphs (1) (B)
and (2) of subsection (a) for such individual shall be the
amount determined (i) by applying the formula in subsec-
tion (a) (1) to the average monthly wage from which such
primary insuranée “a{m{)unt was determined, (ii) by .inc'reasing
the amount determined under clause (i), if it is not a multi-
ple 6f $0.10, to the next 'iligher multiple of $0.10, and (iii)
by further iﬁcreasing such amount to the extent, if any, it is
less than- $5 'greater than such primary insurance amount.

“(C) If the provisions of subpziragraphs (A) and (B) .
of this paragraph are both applicable to an individual, the
amount referred to in paragraphs (1) (B) and (2) of sub-
s’ection (a) for such individual shall be the larger of the
amounts determined under such subparagraphs.

“(3) For the purpose of facilitating the use of the
conversion table in computing any insurance benefit under

section 202, the Secretary is authorized to assume that
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- the primary insurance benefit from which such benefit under

section 202 is determined is one cent or two cents more or
less than its actual ainount._
““(4) For purposes of section 203 (a), the average

monthly wage of an individual whose primary insurance

‘amount is determined under paragraph (2) of this subsection

shall be a sum equal to the average mqnthiy wage which
would result in such primary - insurance amount upon ‘the
application of the provisions of subsection (a) (1) (A) of
this section and without the application of subseétion (e) |
(2) or (g) of this section; except that,” if such sum is not
a multiple of $1, it shall be rounded to the nearest multiple
of $1 (or to the next higher multiple. of $1 if it is a
multiple of $0.50).” |

(d) (1) The heading of subsection (d) of such section -
is amended to read “Primary Tnsurance Benefit and Primary
Insurance Amount For. Purposes of Conversion Table”‘.

(2) So much of such subsection (d) as pfeclzedes para-
graph (1) thereof is amen(ied by insertiné “and the primary
insurance amounts” after “primary insurance benefits”.

(3) So much of parégraph (4) of such subsectioﬁ (d)
as i)rccedes subparagraph (A) is amended by inserting
“(except an individual who attained age twenty-two after

1950 and with respect to whom not less than six of the
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- quarters elapsing -after 1950 are quarters of coverage)”

after “individual”: - _

- (4) Such subsection (d) is amended byAaddling after
paragraph (5), added by section 106 of this Act, the fol-.
lowi‘ng new paragraph:

““(6) The primary insurance amount of any individual
shall be computed as provided in this section as in effect prior
to the enactment of this paragraph, except that the amend-
ments made by sections 102 (b) (other than paragraph
(2) thereof), 104, and 106 of the Social Security Amend-
ments of 1954 (relating, respectively, to. increase in benefit
amounts, increase in ‘earnings counted, and periods of dis-
ability) shall, to the extent provided by such sections, be
applicable to such 60mputati0n.”

(e) (1) Section 215 (e) of such Act is amendéd by

striking out “and” at the end of paragraph (1), by chang-

- ing the period at the end of paragraph (2) to a semicolon, -

and by adding after such paragraph (2) the following new
paragraph:

“(8) if an individual’s closing date is determined
under paragraph (3) (A) of subsection (b) and he has
self-employment income in a taxable year which begins
prior to such closing date and ends after the last day of

H.R.9366——3 -
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- the month preceding the month in which he becomes

entitled to old-age insurance benefits, there shall not be

counted, in determinhg his average monthly wage, his

- self-employment income in such taxable year, except

as provided in section 215 (f) (3) (C).”
(2) (A) Section 215 (f) (2) of such Act is amended

to read as follows:

“(2) (A) Upon application filed after 1954 by -an

individual entitled to old-age insurance benefits, the Secretary

shall recompute his primary insurance amount if—

“(i) he has not less than six quarters of coverage
in the period after 1950 and prior to the quarter in which
such application is filed,

(i) hé has wages and self-employment income of
not less than $1,000 in a calendar year which occurs
after 1953 and after the year in which he became.

(without the application of section 202 (j) (1))

- entitled to old-age insurance benefits or filed an applica-

tion for recomputation (to which he is entitled) under

section 102 ‘(e) (5) or 102 (f) (2) (B) of the Social

Security Amendnients,,of 1954, whichever of such events

- 1s the latest, and

“(iii) -he filed such applicatién no earlier-than six -

months after such calendar year referred to in clause (ii)
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in- which he had such wages and self-employment

income.

“Such recomputation shall be effective for and after the

twelfth month before the month in which he filed such appli-
cation for recomputation but in no event earlier than the
month following such calendar year referred to in clause

(i1) . For the purposes of this subparagraph an individual’s

- self-employment income shall be allocated to calendar quar-

ters in accordance with section 212.

- “(B) Except as provided in subparagraph (C) a recom-
putation pursuant to subparagraph (A) shall be made only
as provided in subsection (a) (1) (other than subpara-

graph (B) thereof) of this section, taking into account only

such wages and self-employment income which would be

taken into account under subsection (b) if the month in
which he filed the application under subparagraph (A)
were deemed to be the month in which he became entitled
to dld-age insurance benefits, except that, of the provisions
of paragraph (3) of such subsection, only the provisions of
subparagraph (A) shall be applicable.

“(C) If such recomputation is the first recomputation
under subparagraph (A), such recomputation shall be made
as though the individual first became entitled to old-age
insurance benefits on the 'day‘he filed application for such

recomputation. For purposes of this subparagraph a recom-
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putation under section 102 (e) (5) (B) or 102 (f) (2)
(B) of the Social Security Amendments of 1954 shall be

deemed to be a recomputation under subparagraph (A)

of this pal‘agraph."’

(3) (A) Section 215 (f) (3) of such Act is amended
to read as followé: ‘I |
« (A) Upon application by ah‘ indi'vidlidl-—-

“(1) who became (wi'thout the applicatior. of sec-
tion 202 (j) (1)) er;titled to old-age insurance bene- |
fits under section 202 (a) after the effective date{ or

“(ii) whose primary ’insurz.mce amount was recqm—l'4 ‘

~puted under seetion 102 (¢) (5) or 102 (f) (2) (B)-
of the Social Security Anwndmenté of 1954, or

“ (iii) whose primary insurancé amount was recom-
puted for the first fime v»under paragiaph (2) of this
“subsection on the basis of an application‘ﬁled after the

effective date,

- the Seeretary shall recompute his primary insurance amount

if such application is filed after the year in which he became
entitled to old-age insurance benefits or in which he filed
his application for the last recomputation (to. which he was

entitled) of his primary insurance amount under any pro-

- vision of law referred to in clause (ii) .or (iii) of this

sentence, whichever is the later. - ‘Such recomputation under

this subparagraph shall be made in the manner provided
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in the preceding subsections of this section for computation

“.of his primary insurance amount, except that his closing

date for purposes of subsection (b) shall be the first day
of the yeﬁr following the year in which he became entitled
to old-age insurance benefits or in which he filed his appl-
cation for the last recomputation (to which he was entitled)
of his primary insurance amount under any provision of
law referred to in clause (ii) or (iii) of the preceding
sentence, whichever is the later. Such recomputation under
this subparagraph shall be effective for and after the first
month for which his last previous computation of his pri-
mary insurance amount was effective, but in no event for
any month prior to the twenty-fourth month before the
month in which the application for such recomputation is
filed. As used in this subparagraph and subparagraph (B),
the term ‘effective date’ means the last day of the month
following the month in which the Social Security Amend-
ments of 1954 are enacted.

« (B) Upon application by a person entitled to monthly
benefits or a lump-sum death payment on the basis of the
wages and self-employment income of an individual who
died after the effective date and who, if he was entitled
to an old-age insurance benefit before he died, would,
upon the filing of an application in the vmonth, of his

death, have been entitled to a recomputation of his pri-
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mary insurance amount under subparagraph (A) of this

paragraph, the Secretary shall recompute such individual’s
primary insurance amount. Such recomputation shall be
made in the manner provided in the preceding subsections
of this section for computation of such amount, except that
his closing date for purposcs of subsection (b) shall be the
first day of the year following the year in which he died or
in which he filed his application for the last previous com-
putation of his primary insurance amount under any pro-

vision of law referred to in clause (i), (ii), or (iii) of the .

first sentence of subparagraph (A), whiéhever.- first
occurred. In the case of monthly benefits, such recomputa~
tion shall be effective for and after the month in which the
person entitled to such monthly benefits became so entitled,
but in no event for any month prior to the twenty-fourth
month before the month in which the application for such
recomputation is filed.” |

(B) Such section.215 (f) (3) is further amended by
adding after subparagraph (B) (added by subparagraph
(A) of this paragraph) the following new subparagraph :

“(C) If an individual’s closing date is determined
under paragraph (3) (A) of subsection (b) of this section
and he has self-employment income in a taxable year which
begins prior to such closing date and ends after the last day

of the month preceding the month in which he became en-
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titled to old-age insurance benefits, the Secretary shall re-

compute his primary insurance amount after the close of such
taxable year, taking into account only such self-employment
income in such taxable year as is, pursuant to section 212,

allocated to calendar quarters prior to such closing date.

6 Such recomputation shall be effective for and after the first

(o P |
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month in which he became entitled to old-age insurance
benefits.”

(4) Section 215 (f) (4) of such Act is amended to
read as follows:

“(4) Upbn the death after 1954 of an individual en-
titled to old-age insurance benefits, if any person is entitled |
to monthly benefits, or to a lump-sum death payment, on
the basis of the wages and self-employment income of such
individual, the Secretary shall recompute the decedent’s
primary insurance amount, but only if—

““(A) the decedent would have been entitled to a
recomputation under paragraph (2) (A) (without the
application of clause (iii) thereof) if he had filed appli-
cation therefor in the month in which he died; or

“(B) the decedent during his lifetime was paid com-
pensation which was treated under section 205 (o) as
remuneration for employment: |

If the recomputation is permitted by subparagraph (A) the

recomputation shall be made (if at all) as though he had
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filed application for a tecomputation under paragraph (2)

(A) iIn the month in which he died, except that such
recomputation shall include any compensation (described in
section 205 (o)) paid to him prior to the closing date which
would have been applicable under such paragraph.' If re-
computation is permitted by subparagraph (B) the recom-
putation shall take into account only the wages and self-
employment income which were taken into account in the
laSt previous computation of his primary insurance amouﬁt

and the compensation (described in section 205 (o)) paid

. to him prior to the closing date applicable to such computa-

tion. If both of the preceding sentences are applicable to an
individual, only the recomputation which results in the larger
primary insurance amount shall be made.”

(5) (A) In the case of any individual who, upon filing -
application therefor on or before the effective date, would
(but for the provisions of section 215 (f) (6) of the Social
Security Act) have been entitled to a r.ecofnputation under
subparagraph (A) or (B) of section 215 (f) (2) of such
Act as in effect prior to the enactment of this Act, the
Secretary shall recompute such individual’s primary insur-
ance amount, but only if he files an application therefor or,
in case he died"befm"e filing such application, an application
for monthly benefits or a lump-sum death payment on the

basis'of'his wages and se]f—employment income is filed. Such
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recomputation shall he made only as provided in subsection
(a) (2) of section 215 of the Social Security Act, as
amended by this Act, through the use of a primary insur-
ance amount determined under subsection (d) (6) of such
section in the same manner as for an individual to whom
subsection (a) (1) of such section, as in effect prior to
the enactment of this Act, is applicable; and such recompu-
tation shall take into account only such wages and self-
employment income as would be taken into account under
section 215 (b) of the Social Security Act-if the month
in which the application for recompﬁtation is filed were
deemed to be the month in which the individual became en-
titled to old-age insurance benefits. Such recomputation shall
be effective for and after the month in which such appli-
cation for recomputation is filed.

(B) In the da.se of—
| (i) any individual who is entitled to a recomputa- -
tion under subparagraph (A) of section 215 (f) (2)
of the Social Security Act as in effect prior to the enact-
_ment of this Act on the basis of an application filed after
the effective date and with respect to whom either less
“than six of the quarters clapsing after 1950 and prior
to the day following the effective date are quarters of
coverage or the twelfth month referred to in such sub-

paragraph (A) occurred after the effective date, and
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(ii) any individual who is entitled to a recomputa-
tion under section 215 (f) (2) (B) of the Social Se-
curity Act on the basis of an application filed afterlthe
effective date, and with respect to whom less than six
of the quarters elapsing after 1950 and prior to the day
following the effective date are quarters of coverage or
who did not attain the age of seventy-five prior to the

day following the effective date,
the recomputation of his primary iﬁsura.nce arﬁount shall
be made in the manner provided in-section 215 of the Social
Security Act, as amended by this Aect, for computation of
such amount, except that his closing date, for purposes: of
subsection (b) of such section 215, shall be determined as
though he became entitled to old-age insurance benefits in
the month in which he filed such application for recomputa-
tion. Such recomputation shall be effective for and after
the month in which such application for recomputation is
filed. As used in this subparagraph and the succeeding SUbf
sections of this section, the “effective date” is the last day of
the moﬁth following the month in whichi this Act is enacted.
~ (C) No individual shall be entitled to a recomputation
under section 215 (f) (2) of the Social Security Act as in
effect prior to the date of the enactment of this Act unless (i)

he had not less than six quarters of coverage in the period

after 1950 and prior to January 1, 1955, and (ii) either the
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twelfth month referred to in subparagraph (A) of such
section 215 (f) (2) occurred prior to January 1, 1955, or
he attained the age of 75 prior to 1955, and (iii) he meets
the other conditions of entitlement to such a recomputation.
No individual shall be entitled to a recomputation under sub-
paragraph (A) or (B) of this paragraph if his primary
insurance amount has previously been recomputed under
either of such subparagraphs.

(6) In the case of an individual who died or became
(without the application of section 202 (j) (1) of the Social
Security Act) entitled to old-age insurance benefits in 1956
and with respect to whom not less than six of the quarters
elapsing after 1954 and prior to the quarter following the
quarter in which he died or became éntitled to old-age ins11r-
ance benefits, whichever first occurred, are quarters of cover-
age, his closing date shall be July 1, 1956, instead of the day
specified in section 215 (b) (3) of such Act, but only if it
would result in a higher primary insurance amount. For the
purposes of section 215 (f) (3) (C) of such Act, the de-
termination of an individual’s closing date under the preced-
ing sentence shall be considered as a determination of the in-
dividual’s closing date under section 215 (b) (3) (A) of
such Act, and the recomputation provided for by such section
215 (f) (3) (C) shall be made using July 1, 1956, as the
closing date, but only if it would result in a higher primary |
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insurance amount. In any such computation on the basis of -
aJ uly 1, 1956 closing date, the total of his wages and self-
einployment income after December 31, 1955, shall, if it is in
excess of $2,100, be reduced to such amount.

(7) Section 203 (a) of such Act is amended to fead as
follows:

“(a) Whenever the total of monthly benefits to which
individuals are entitled under section 202 for a month on
the basis of the wages and self-employment income of an .
insured individual is more than $50 énd exceeds (1) 80

per centum of his average monthly wage, or (2) one and

. one-half times his primary insurance amount, whichever is

the greater, such total of benefits shall, after any deductions
under this section, be reduced to 80 per centum of his

average monthly wage or to one and one-half times his

‘primary insurance amount, whichever is the greater, but in

no case to less than $50; except that when any of such
individuals so entitled would (but for the provisions of
section 202 (k) (2) (A)) be entitled to child’s insurance
benefits ‘on the basis of the wages and self-employment

income of onc or more other insured individuals, such total

~ of benefits, after any deductions under this section, shall not

be reduced to less than 80 per centum of the sum of the
average monthly wages of all such insured individuals. In

any case in which the total of the benefits referred to in the
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preceding. sentence, after reduction (if any) thereunder, is

- more than $200, such total shall, notwithstand'ing the provi-

sions of such sentence, be reduced to $200. Whenever a
reduction is made under this subsection, each benefit, except

the old-age " insurance benefis, shall be proportionately

decreased.”
(8) In the case of an individual who became (without
the appli:ation of section 202 (j) (1)) entitled to old-age

insurance benefits or died prior to the day following the
effective .date, the provisions of section 215 (f) (3) as in
effect prior to the enactment of this Act shall be applicable
as though this Act had not been enacted.

(f) (1) The amendments made by the preceding sub-

sections, other than subsection (b) and paragraphs (1),

(2), (38), and (4) of subsection (e), shall (subject to
the provisions of paragraph (2) and notwithstanding the
provisions of section 215 (f) (1) of the Social Security
Act) apply in the case of lump-sum death payments under
section : 202 of such Act with respect to deaths occurring
after, and iﬁ the case of monthly benefits under such section

for months after, the effective date.

(2) (A) The amendment made by subsection (b) (2)

shall be applicable only in the case of monthly benefits and

the lump-sum death payment based on the wages and self-

eniployment income of an individual (i) who does not be-
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come. eligible for benefits under section 202 (a) of the
Social Secufity Act until after the effective date, or (ii) who
dies after such effective date and without becoming eligible
for benefits under such section 202 (a), or (ii1) who is or

has been entitled to have his primary insurance amount

" recomputed under section 215 (f) (2) of the Social Security

Act, as amended by subsection (e) (2) of this section, or
under subsection (e) (5) (B) of this section, or (iv)
with respect to whom not less than six of the quarters
elapsing after June 1953 are quarters of coverage’ (as defined
in such Act), or (v) who files, after the effective date, an -
application for a disability determination Which is accepted
as an application for purposes of section 216 (i) of such
Act, or (vi) who dies after the effective date and whose
survivors are (or would, but for the provisions of section
215 (f) (7) of such Act, be) entitled to a recomputation of
his primary insurance amount under section 215 (f) (4)
(A) of such Act, as amended by this Act. For purposes of
the preceding sentence an individual shall be deemed eligible
for benefits under section 202 (a) of the Social Security Act
for any month if he was, or would upon filing application
therefor in such mdnth have been, entitled to such benefits
for such month. 4 | .
(B) In the case of any individual entitled to old-age

insurance benefits under section 202 (a) of the Social Secu-
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rity Act who was or, upon filing application therefor, would
have been entitled to sueh benefits for tlie month in which
the effective date occurs, to whom subparagraph (A) is
inapplicable, and with respect to whom not less than six
of the quarters elapsing after June 30, 1953, are quarters
of coverage, the Secretary of Health, Education, and Wel-
fare shall, notwithstanding the provisions of section 215
(f) (1) of the Social Security Act, recompute the pri-‘
mary insurance amount of such individual but only -upon
the filing of an application, aftcr the effective date, by him
or, if he dies without filing such an application, by any
person entitled to monthly survivors benefits under section
202 of such Act on the basis of such individual’s wages
and self-employment' income. Such recomputation shall be
made in the manner provided in section 215 of the Social
Security Act for'computaytion of such individual’s primary

insurance amount, except that the provisions of subsection
(f) of such section (other than paragraph (3) (C) thereof)

shall not be applicable)for purposes of such computation, and
except that his closill‘lxg date, for purposes of subsection
(b) of such section,.; shall be determined as though he
became entitled to. old-age insufance benefits in the month
in which he ﬁled‘[suclh application for recdmputgtion or, if
he died without ﬁling such application, the month in which

he died. Such recomputation shall be effective for and
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after the month . in. which the application therefor was
filed by such individual -or if such application was filed by a

person entitled to monthly, survivors benefits under section

202 of the Social Security Act on the basis of such individ-

ual’s wages and self-employment income, for and after the
first. month for which such person was éntitled to such sur-
vivors benefits, No such recomputation of an individual’s
primary insurance amount shall be effective unless it results
in a higher primary insurance amount for him; nor shall any
such recomputation of an individual’s primary insurance
amount be effective: if such. amount has préviously been
recomputed under this subsection.

'(3) The amendments made by subsections (b) (1),
(e) (1), and (¢) (3) (B) shall be applicable only in

the case of monthly benefits based on the wages and self-

.employment income of an individual who does not become

entitled to old-age insurance benefits under section 202 (a)
of the Social Security Act until after the effective date, or
who dies after the effective date without becoming entitled
to such benefits, or who files an application after the effec-
tive date and is entitled to a recomputation under paragraph
(2),or (4) of section 215 (f) of the Social Security Act,

as amended by this Act, or who is entitled to a recomputa-

- tion under paragraph (2) .(B) of this subsection, or who is

_ entitled to a recomputation under paragraph (5) of sub-

section (e).
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- (4) The amendments made by subsection (e) (2) shall
be applicable only in the case of applications for recompu-

tation filed after 1954. The amendment made by subsection

~(e) (4) shall be applicable only in the case of deaths after

1954. |

(5) The amendments made by subparagraﬁh (A) of
subsection (e) (3) shall be applicable only in the case
of applications for recomputation filed, or deaths occurring,
after the effective date.

(6) No increase in any benefit by reason of the amend-
ments made by this section (other than subsection (i)) or
by reason of .subparagra,ph (B) of paragraph (2) shall be
regarded as a recomputation for purposes of section 215 (f)
of the Social Security Act. S

(g) Effective with the beginning of the second month
following the month in which this Act is enacted, section
2 (c) (2) (B) of the Social Security Act Amendments of
1952 is amended to read as follows: o |

“(B) The provisions of subparagraph (A) shall
cease to apply to the benefit of any individual under
title II of the Social Security Act for any month after
the month following the mbnth in which the Social

Security Amendments of 1954 are enacted.”

(h) (1) Where—

H.R.9366—4
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(A) an individual was entitled {without the appli-
cation of section. 202 (j) (1) of the Social Security
Act) to an old-age insurance benefit under title II of
such Act for the month in which the effective date
oceurs;

(B) one or more other persons were entitled (with-
out the application of such section 202 (3) (1)) to
monthly benefits under such title for such month on the

basis of the wages and self-employment income of such

individual ; and

(hC) the total of the benefits to which all'persons
are entitled under such title on the basis of such indi-
vidual’s wages and self-employment income for any
subsequent month for which he is entitled to an old-age
insurance benefit under such title, would (but for the
provisions of this paragraph) be reduced by reason of the
application of section 203 (a) of the Social Security
Act, as amended by this Act,

then the total of benefits referred to in clause (C) for such
subsequent month shall be reduced to whichever of -the

following is the larger—

(D) the amount determined pursuant to section
203 (a) of the Social Security Act, as amended by this
Act;or

(E) the amount determined. pursuant to such sec-
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tion, as in effect prior to the enactment of this Act, for

- the month in which the effective date occurs plus the

excess of (i) the amount of his old-age insurance bene-
fit for such month computed as if the amendments made
by the preceding subsections of this section had been

applicable in the case of such benefit for such month

“over (ii) the amount of his old-age insurance benefit

for such month, or

(F) the amount determined pursuant to section 2
(d) (1) of the Social Security Act Amendments of
1952 for the month in which the effective date occurs
plus the excess of (i) the amount of his old-age insur-
ance benefit for such month computed as if the amend-
ments made by the preceding subsections of this section
had been applicable in the case-of such benefit for such
month over (ii) the amount of his old-age insurance -
benefit for such month.
(2) Where—

(A) two or more persons were entitled (without

- the application of section 202 (j) (1) of the Social

Security Act) to mopthly benefits under title II of such
Act for the month in which the effective date occurs on
the basis of the wages and self-employment income of a
deceased individual; and

(B) the total of the benefits to which all such
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. persons are entitled on the basis of such deceased in-.

dividual’s wages and self-employment income for any

subsequent month would (but for the provisions of this

paragraph) be reduced by reason of the ﬁpplica,tion of

the first sentence of section 203 (a) of the Soci;ii Sec}i- -

rity Act, as é,mended by this Act, |
then, notwithstanding any other provision in title IT of the
Social Security Act, such deceased individual’s average
monthly wage shall, for purposes of suéh_%ecﬁon 203 (a),
be whichever of tﬁe following is the larger: | |

(C) his average monthly wage determined pur-
suant to section 215 of such Act, as amended by this
Act;or ‘
(D) his average monthly Wége determined under
such section 215., as in éﬁ‘ect pribr to thé enactment of
- this Act, plus $7. |

(1) (1) Section 202 of such Act is amended by inserting

after subsection (l) the fbllowing new subsection :
| “Minimum Survivor’s or Dependent’s Benefit

“(m) In any case m Whicﬁ the benefit of any individual_
for any month under this section (other tha,n 'sg-l')section X
(a)) is, prior to reduction under subsection (k) (3)‘, loss
than $30 and no other individual is (without the application
of section 202 (j) (1)) entitled to a benefit under this
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section for such month on the basis of the same wages and

self-employment income, such benefit for such month shall,

prior to reduction under such subsection (k) (3), be in-

creased to $30.”

(2)

The first sentence of subsection (i) of such section

202 is amended by inserting ¢, or an amount equal to $255,

whichever is the smaller” after “primary insurance amount”.

AMENDMENTS RELATING TO DEDUCTIONS FROM BENEFITS

SEc. 103. (a) (1) Section 203 (b) of the -Social

Security Aet is amended by striking out paragraphs (1)

and (2) and inserting in lieu thereof the following new

paragraph:

“(1) in which such individual is under the age of

seventy-five and for which month he is charged with

any earnings under the provisions of subsection (e) of

this
(2)

seGtion ; or”.

Such section 203 (b) is amended by inserting

‘after paragraph (1) (inserted by paragraph (1) of this

subsection) the following new paragraph:

“(2) in which such individual is under the age of

seventy-five and on seven or more different calendar

days of which he engaged in noncovered remunerative

activity outside the United States; or”.

(b)

(1) Section 203 (c) of such Act is amended by -
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. striking. out: paragraphs (1) and (2) and inserting in ]iep

+ thereof the following new paragraph:

.. “(1) in which the individual, on the basis: of
whose wages and self—employinent income such benefit
was payable, is under the age “ofvse'venty—ﬁve and for
which month he is charged with any earmngs under
the provisions of subsection (e) of this section; or”

(2) Such section 203 (¢) is amended by inserting after

. paragraph (1) (inserted by paragraph (1) of this sub-

section) the following new paragraph:
“(2) in which the individual referred to in fara- ‘

.graph (1) is under the age of seventy-five and on se'ven ‘
or more different calendar days‘ of which he engaged'in

. noncovered remunerative activity outside the .United
States.” | )

(c) The second sentence of section 203 (d) of such
Act'is amended to read as follows: “The charging of earn-‘
ings to any month shall be treated as an event occurring in

such month.”

~(d) | (1) The heading of section 203 (e) of such Actis |

- amended to read “Months to Which Earnings Are Ghefgedf '

-+ (2) Paragraphs (1) and (2) of such section 203 (e)
are amended to read as follows:

- “(1) If an individual’s 'earnings for a taxable yeaf
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" of twelve months are not more than $1,000, no month

in such year shall be charged with any earnings. If an.

- individual’s edarnings for a taxable year of less than

~ twelve months are not:more than the product of one-

twelfth of $1,000 times the number of months in such

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

~ earnings.

- “(2) If an individual’s earnings for a taxable year
of twelve months are in excess of $1,000, the amount
of his earnings in excess of $1,00C shall be charged to
months as follows: The first $80 of such excess shall be

charged to the last month of such taxable year, and the

- balance, if any, of such excess shall be charged at the

rate of $80 per month to each preceding month in such

year to which such charging is not prohibited by the

last sentence of this paragraph, until all of such balance

has been applied. If an individual’s earnings for a tax-
able year of less than twelve months are more than the
product of one-twelfth of $1,000 times the number of
months in such year, the amount of such earnings in
excess of such product shall be charged to months as
follows: The first $80 of such excess shall be charged to
the last month of such taxable year, and the balance,

if any, shall be charged at the rate of $80 per month to
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each preceding month in such year to which such cherg-

ing is not prohibited by the last sentence of tHis,‘para—" L

graph, until all of such balance has been applied.

Notwithstanding the preceding provisidns ofl this para- |
graph, no part of the excess referred to in such pro-
visions shall be charged to any ménth (A) for which
the individual whose eafnings are involved was not en-
titled to a benefit under this title, (B) in which an event
described in paragraph (2), (3), (4), or (5) of

. subsection (b), or in subsection (m), occurred, (C)

in Which such individual was age seventy-five or over,
or (D) in which such 1nd1v1dual did not engage m
self-employment and did not render services for Wages '
(determined as provided in paragraph (4) of this
subsection) of more than $80.”

(3) Paragraph (3) (B) of such section 203 (e) is

amended to read as follows:

(B) For purposes of clause (D) of pamgraph (2)—
“(i) An individual W111 be presumed with respectr

to any month, to have been engaged in self-employment
in such month until it is shown to the satisfaction‘ of the‘

Secretary that such individual rendered no substantial

 services in such month with Tespect to any trade or busi-

ness the net income or loss of which is includible in com-

puting (as provided in paragraph (4) of this subsec-
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tion) his net earnings or net loss. from' self-employment

- for any taxable year. The Secretary shall by regula-

tions prescribe the methods and criteria for determining

whether or not an individual has rendered -substantial
services with respect to any trade or business.

_ “(ii) An individual will be presumed, with respect

" to any month, to have rendered services for wages (de-

termined as provided in paragraph (4) of this subsec-
tion) : of more than $80 until it is shown to the satis-
faction of the Secretary that such individual did not

render such services in such month for more than such

- amount.”.

(4) Such section 203 (e) .is further amended by add-

ing at the end thereof the following new paragraphs:

“(4) (A) An individual’s earnings for a taxable

* year shall be (i) the sum of his wages for services

rendered in such year and his net earnings from self-
employment for such year, minus (ii) any net loss from
self-employment for such year.

“(B) In determining an individual’s net earnings

. from self-employment and his net loss from self-employ-

ment for purposes of subparagraph (A) of this para-
graph and subparagraph (B) of paragraph (3), the

~ provisions of section 211, other than paragraphs (1)

and. (4) of subsection (c), shall be applicable; and any



© ® A & G o W D

O
(R )

-
> W

[ [\ [ [ [ ) b fd | fd -t

58
excess of income over deductions resulting' from such a
computation. shall be his net earnings from self-employ-
ment and any excess of deductions over income so
resulting shall ‘be his net loss from self-employment.

“(C) For purposes of this subsection, an individual’s

< Wageé shall be computed without regard to the limita-

tions as to amounts of remuneration specified in sub-
sections (a), {z) (2), (g) (3), (b) (2),and (j) of
section 209; and in making such computation services
which do not constitute employment as defined 'in sec-
tion 210, performed within the United States by the in-

dividual as an employee, shall be deemed to be employ-

. ment as so defined if the remuneration for such services

" is not includible in computing his net earnings or net

loss from self-employment.
“(5) For purposes of this subsection, wages (deter-
mined as provided in paragraph (4) (C)) which, ac-

cording to reports received by the Secretary, are paid to

~ an individual during a taxable year shall be presumed

to have been paid to him for services performed in such -
year until it is shown to the satisfaction of the Secretary

that they were paid for services performed in ‘another

taxable year. If such reports with respect to an individ-

‘ual show his wages for a calendar year, such individual’s

taxable year shall be presumed to be a calendar year for
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purposes of this subsection until it is shown to the satis-
faction of the Secretary that his taxable year is not a
‘calendar year.”

(e) Section 203 (f) of such Act is amended to read

- as follows:

“Penalty for Failure To Report Certain Events -
“(f) Any individual in receipt of benefits subject to de-
duction under subsection (b), (¢), or (m) (or who is in
receipt of such benefits on behalf of another individual),
because of the occurrence of an event specified therein (other
than an event specified in subsection (b) (1) or (c¢) (1)),
who fails to report such occurrence to the Secretary prior to
the receipt and acceptance of an insurance benefit for the
second month following the month in which such event
occurred, shall suffer an additional deduction equal to that
imposed under subsection (b), (¢), or (m), except that the
first additional deduction imposed by this subsection in the
case of any individual shall not exceed an amount equal to
one month’s benefit even though the failure to report is
with respect to more than one month.”

(f) (1) The heading of section 203 (g) of such Act

- is' amended to read ‘“Report of Earnings to Secretary’.

. (2) The first sentence of paragraph (1) of section 203
(g)- of such Act is amended to read as follows: “If an indi-

vidual is entitled to any monthly insurance benefit under
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section 202 during any taxable year in which he has earnings
or wages, as computed pursuant to paragraph (4) of subsec-
tion (e), in excess of the product‘of one-twelfth of $1,000
times the number of months in such year, such individual (or

the individual who is in receipt of such benefit on his be-

half) shall make a report to the Secretary of his earnings

(or wages) for such taxable year.”

(3) Paragraph (2) of such section '203'(g) is amended
to read as follows: |

“(2) If an individual fails to make a report required
under paragraph (1), within the time prescribed therein,
for any taxable year and any deduction is imposed under
subsection (b) (1) by reason of his earnings for such year,
he shall suffer additional deductions as follows:

“(A) if such failure is 'ah'e first one with respect to
which an additional deduction is imposed under this
paragraph, such additional deduction shall be equal to
his benefit or benefits for the tast month of such year
for which he was entitled to a benefit under section 202;

“(B) if such failure is the second one for which an
additional deduction is imposed under this paragraph,
such additional deduction shall be equal to two times his
benefit or benefits for the last month of such year for
which he was entitled to a béneﬁt under section 202;

“(C) if such failure is the third or a subsequent one
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© .. for-which an additional deduction is imposed under this
- -paragraph, such additional deduction shall be equal to
- three times his benefit or benefits for the last month
- of such year for which he was entitled to a benefit
~under section 202; |

except that the number of the additional deductions required

- by this paragraph with respect to a failure to report earnings

for a taxable year shall not exceed the number of months in
such year for which such individual received and accepted
insurance benefits under section 202 and for which deduc-
tions are imposed under subsection (b) (1) by reason of
his earnings. In determining whether a failure to report
earnings is the first or a subsequent failure for any individual,
all taxable years ending prior to the imposition of the first

additional deduction under this paragraph, other than the

latest one of such years, shall be disregarded.”

(4) Paragraph (3) of such section 203 (g) is amended
by striking out “subsection (b) (2)” each time it appears
and inserting in lieu thereof “subsection (b) (1)”; by
striking out “net earnings from self-employment” each time
it appears and inserting in lieu thereof “earnings” ; by strik-

ing out “such net earnings” and inserting in lieu thereof “such

earnings”; and by adding at the end of such paragraph the

following new sentence: “If, after the close of a taxable year

of an individual entitled to benefits under section 202 for



© o = o O B W R K

S T T O S
P B B R B B BSOS & & e w® b A S

62

such year, the Secretary requests such individual to furnish

a report.of his earnings (as computed pursuant to paragraph

-(4) .of subsection (e)) for such taxable year or any other

- information with respect to such earnings which the Secre-

tary may specify, and the individual fails to comply with such
request, such failure shall in itself constitute justification for
a determination that such individual’s benefits are 'subject to -

deductions under subsection (b) (1) for each month in such |

. taxable year (or only for such months thereof as the Secre-

‘tary may specify) by reason of his earnings for such year.”

(g) Section 203 of such Act is amended by adding at the
end thereof the following new subsection: '
“Noncovered Remunerative Activity Outside the United

~ States |

“(k) An individual shall be considered to be engaged in |
noncovered remunerative activity outside fhe United States
if he performs services outside the United States as an em-
ployee and such services do not constitute employinent as

defined in section 210, or if he carries on a trade or business

- outside the United States (other than the performance of

service as an employee) the net income or loss of which (1)
is not includible in computing his net earnings from self-em- -
ployment for a taxable year and (2) would not be excluded

from net earnings from self-employment, if carried on in the



ﬁl\DML\DL\DHHHHHHHHHH
® P H S © ® a9 @ o ok W M K O

© O A e W B W D M

63

- United States, by any- of the numbered paragraphs of section

211 (a). When used in the preceding sentence with respect

" to a trade or business (other than the performance of service

as an employee), the term ‘United States’ does not include
Puerto Rico or the Virgin Islands in the case of an alien who
is not a resident of the United States (including Puerto Rico
and the Virgin Islands) ; and the term ‘trade or business’
shall have the same meaning as when used in section 23
of the Internal Revenue Code.”

(h) Section 203 of such Act is further amended by add-
ing after subsection (k) (added by subsection (g) of this-
section) the following new subsection:

“Good Cause for Failure To Make Reports Required
-+ “(1) The failure of an individual to make any réport
required by subsection (f) or (g) within the time pre-
scribed therein shall not be regarded as such a failure if it

is shown to the satisfaction of the Sec-retary’tha't he had good

cause for failing to make such report within such time.

The determination of what constitutes good cause for pur-

- poses- of this subsection shall be made in accordance with

regulations of the Secretary.”

(i) (1) Section 203 of such Act is further amended by

- adding after subsection (1) (added by subsection (h) of this

section) the following new subsection:
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* “Deductions From . Benefits of Dependents’ and Survivors’

- Residing Abroad
“(m) (1) Deductions shall be made from any benefits -
to which a dependent or survivor is entitled under subsection
(b), (c), (d), (e), (f), (g), or (h) of section 202 on the -
‘basis of the wages and self-employment income of an in-
sured individual until the total of such dedctions equals
such dependent’s or survivor’s benefit or benefits under such
subsection for any month during no part of which he is a‘
resident of the United States unless—
| “(A) such dependent or survivor resided in the
United States for three years during the five years im-
mediately preceding the first month for which he was
eligible for such benefits or any other monthly benefits
under such section 202 based on the wages and self-
employment income of such insured individual; or
“(B) such insured individual would be a currently
insured individual at the time he became eligible for
or entitled to old-age insurance benefits or primary
insurance benefits or, if he died without becoming so
eligible or entitled, at the time of his death, even if -
no wages were counted for such purpose except his
wages (if any) for service referred to in clausé (B)
of so much of section 210 (a) as precedes paragraph.
(1) and his wages (if any) deemed paid pursuant to

subsection (a) or (e) of section 217; or
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- “(C) in the ease of a child entitled to child’s insur-
ance benefits, such child first became eligible for such
benefits . (on the basis of the wages and sclf-cmployment
income of such insured individual) prior to the month
in which he attained the age of three and such child
was born in the United States.

“(2) Tor purposes of paragraph (1)—

- “(A) an idividual shall be- deemed eligible for
benefits under any subscction of section 202 for any
month if he was, or would have been upon filing apphi-
cation thercfor in such month, entitled to such benefits
for such month; |

“(B) a dependent is a wife, husband, or child of an
individual entitled to old-age insurance benefits ; and
“(C) a survivor is a widow, widower, child, former
wife divorced, or parent (of a dcceasced individual) en-
titled to monthly benefits UI;dCI' subsection (d), (e),
(f), (g),or (h) of scction 202.” |
(2) The first sentence of section 203 (d) of such Act
is amended by striking out “(b) and ‘(¢)” and inserting in
licu thereof “ (b), (c), and (m)”.
(3) Section 214 (b) of such Act is amended i)y strik-
ing out “or”” before clause (3) and by inserting immediately
before the period at the end thereof: “, or (4) for pur-

H.R. 9366—-5 .
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- poses of section 203 (m) only, the first quarter in which he

-was, or would have been upon filing application therefor

in such quarter, entitled to old-age insurance beneﬁts or
primary insurance benefits”. | |

(4) Subsections (a) (1) and (e) (1) of section 217
of such Act are each ammended by adding at the end thereof

the following new sentence: “The provisions of clause (B)

. shall also not apply for purposes of scction 203 (m) (1)

(B).” |

(5) The amendiments made by this subsection shall be
applicable in the case of any individual who (A) is en-
titled to benefits under any subseetion of secti(;n 202 of the |
Social Security Act (other than subsection (a) thereof),

on the basis of the wages and self-employment income of an

. insured. individual, after the month in which this Aect is.

-enacted, and (B) was -not, and would not have been upon

filing application therefor in such month, entitled (Without
the application of subsection (j) (1)  of such section 202)
to benefits under the same or any other subsection of such
section 202 on the basis of such insured individual’s wages

and self-employment income for the month in which this

- Act is enacted or any prior month.

(j) (1) The amendments made by subsection (f) and

- by paragraph (1) of subsection (a) of this section shall be

applicable in the case of monthly benefits under title IT of
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the Social Security Act for months in any taxable year (of
the individual  entitled to such benefits) beginning after
December 1954. The amendments made by paragraph (1)
.of subsection (b) of this sectiou shall be applicable in the
case of monthly benefits under such title I for months in
any taxable year (of the individual on the basis of whose
wages and self-employment income such benefits are pay-
aBle) beginning after .December 1954. The amendments
made by subsections (e) and (g), and by paragraph (2)
of subsection (a) and paragraph (2) of subsection (b),
shall be applicable in the case of monthly benefits under such
title II for months after December 1954. The remaining
amendments made by this section (other than subsection
(h) and (i)) shall be applicable, insofar as they are re-
lated to the monthly benefits of an individual which are
based on his wages and self-employment income, in the case
of monthly benefits under such title II for months in any
taxable year (of such individual) beginning after December
1954 and, insofar as they are related to the monthly benefits
of an individual which are based on the wages and self-
employment income of someone else, in the case ‘of monthly
benefits under such title IT for months in any taxable year
(of the individual on whose wages and self-employment in-
come such benefits are based) beginning after December

1954.
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“(2) No deduction shall be imposed on or after the date

. of the enactment of this Act under subsection ' (f) or (g) of

section 203 of the Social Security Act, as in effect prior to
such date, on account of failure to file a‘rep'ort‘ of an event
described in subsectio? (b)- (1), (b) (2), 0or (c) (1) of
such section (as in effect prior to such date) ; and no such
deduction imposed prior to such date shail be collected after '
such date. In determining whether, under section 203 (g)
(2) of the Social Security Act, as amended by this* Act, a
failure to file a report is a first or subsequent failure, any
failure’ with respect to a taxable year which began pﬁor to
January 1955 shall be disregarded.
INCREASE IN EARNINGS COUNTED

Sec. 104. (a) Subsection (a) of section 209 of the
Social Security Act is amended to read as follows: |

“(a) - (1) That part of remuneration which, after fe‘-
muneration (other than rerﬁuneration referred to in the suc-
cecding subsections of this sectidn) equal to $3,600 with
respect to employment has been paid to an individual during
any calendar year prior to 1955, is paid to such individual
during such calendar year;

“(2) That part of remuneration which, after rem@era—
tion (other than remuncration referred to in the succeeding
subsections of this section) equal to $4,200 Qith respect to

employment has been paid to an individual during any cal-
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-éndar year after 1954, is'paid to such individual during such

calendar year;”.
(b) Paragraph (1) of subsection (b) of section 211
of such Act is amended to read as follows:
“(1) That part of the net earnings from self-
employment which is in excess of—
“(A) For any taxable year ending prior to
1955, (i) $3,600, minus (ii) the amount of the
wages paid to such individual during the taxable
year; and
- “(B) Tor any taxable year ending after
1954, (i) $4,200, minus (ii) the amount of the
wages paid to such individual during the taxable
year; or”,
(¢) Clauses (ii) and (iii) of section 213 (a) (2) (B)
of such Act are amended to read as follows— |
“(ii) if the wages paid to any individual
“in any calendar year equal $3,600 in the case
of a calendar year after 1950 and before 1955,
or $4,200 in the ease of a calendar year after
1954, each quarter of such year shall (subject
to clause (i)) be a quarter of coverage.
“(iii) if an individual has self-employment
| income for a taxable year, and if the sum of

such income and the wages paid to him during
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such year equals $3,600 in the case of ‘a taxable
year beginning after 1950 énd ending before
1955, or $4,200 in the case of a taxable year
ending after 1954, each quarter any part of
which falls in such year shall (subject to clause
(i) ) be a quarter of coverage;”.
(d) Paragraph (1) of section 215 (e) of such Act is
amended to read as follows: |

““(1) in computing an individual’s average monthly
wage there shall not be counted the excess over $3,600
in the case of any calendar year after 1950 and before
1955, and the excess over $4,200 in -the case of any
calendar year after 1954, of (A) ‘the wages paid to
him in such year, pius (B) the self-employment income
credited to such year (és determined under section

212) ; and”. |

RE'fROAoTIVE APPLICATIONS FOR BENEFITS

SEc. 105. (a) Section 202 (j) (1) of the Social Se-

curity Act is amended by striking out “sixth” and inserting

in lieu thereof “twelfth”.

(b) The amendment made by subsection (a) shall be
applicable only in the case of applications for monthly bene-
fits under section 202 of the Social Secuﬁty Act.ﬁled' after
the month following the month in which this Act is enacted;

except that no individual shall, by reason of such afnendment,
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be entitled to any benefit for any month prior to the fifth
month before the month in which this Act is enacted.
PRESERVATION 'OF INSURANCE RIGHTS OF INDIVIDUALS
Wita ExTENDED TOTAL DISABILITY

Sec. 106. (a) (1) Section 213 (a) (2) (A) of the
Social Security Act is-amended to read as follows:

“{A) The term ‘quarter of coverage’ means, in the case
of any quarter occurring prior to 1951, a quarter in which
the individual has been pzﬁd $50 or more in wages, except
that no quarter any part of which was included in a period
of disability (as defined in section 216 (i) ), other than the
initial quarter of such period, shall be a quarter of coverage.
In the caselof any individual who has been paid, in a cal-
endar year prior to 1951, $3,000 or more in wages, each
quarter of such year following his first quarter of coverage
shall be deemed a quarter of coverage, excepting any quarter
in such year in which such individual died or became entitled
to a primary insurance benefit and any quarter succeeding
such quarter in which he died or became so entitled, and
excepting any quarter any part of which was included in a

period of disability, other than the initial quarter of such

(2) Section 213 (a) (2) (B) (1) of such Act is
amended to read as follows:

“(i) no quarter after the quarter in which such
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individual died shall be a qﬁarter of coverage, and no

quarter any part of which was-included In a peﬁod of

disability (other than the :initial quarter and, the last

quarter of such period) shall be a quarter of coverage;”.

(b): (1) Section 214 (a) (2) of the Social Secuﬁty
Act is amended by striking out subparagraph (B) @nd in-
serting in lieu thereof the following:

“(B) forty quarters of covefage,

not counting as an- elapsed quarter for purposes of subpara-
graph (A) any quarter any part of which was included in a .
period of disability (as defined in section 216 (i)) unless |
such quarter was a quarter of covérage.” : |

(2) Section 214 (b) of such Act is ar_nendedby;s\triki'ng'
out the period and inserting in lieu theréof: « not counting |
as part of such thirteen-quarter period any quarter any part
of which was included in a period of‘ disability un]esé' such
quarter was a quarter of coverage.” |

(c) (1) Section 215 (b) (1) of the Social Security
Act (as amended by section '10'2" (b) (1) of this Act) is

‘amended by inserting after “quarter of coverage” the follow-

ing: “and any month in any quarter'any ‘part of which was -
include‘d.in a péi‘ipd‘ of disability (as defined in section 216
(1)) unless such quarter was a Aquart‘e‘r.of coverage’’.

(2) Section 215 (d) of such Act is amended by adding
at the end thereof the fo]lowing.vn‘ew paragraph:
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“(5) In the case of any individual to whom paragraph
(1), (2), or (4) of this subsection is applicable, his primary
msurance benefit shall be computed as provided therein ex-
cept that, for purposes of paragraphs (1) and (2) and sub-
paragraph (C) of paragraph (4), any quarter prior to 1951
any part of which was included in a period of disability shall

be excluded from the elapsed quarters unless it was a quarter

.of coverage, and any wages paid in any such-quarter shall

not be counted.”

(3) Section 215 (e) of such Act (as amended by
section 102 (e) (1) of this Act) is amended by adding
after paragraph' (3) the following new paragraph:

“(4) in computing an individual’s average monthly
wage, there shall not be taken into account (A) any
wages paid such individual in any quarter any part of -

. which was included in a period i)f disability unless such
- quarter was a quarter of coverage, or (B) any self-
employment income of such individual for any taxable
year all of which was included in a period of disability.”

(d) Section 216 of the Social Security Act is- amended

by adding after subsection (h) the following new subsection: |
“Disability; Period of Disability

“(i) (1) The term ‘disability’ means (A) inability

to engage in any substantial gainful activity by reason of

any medically determinable physical or mental impairment
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which can be expected to result in death or to be of long-
continued and indefinite duration, or (B) blindness; and the
term ‘blindness’ means central visual acuity of 5/200 or
less in the better eye with the use of a cofrecting lens. An
eye in which the visual field is reduced to five degrees or less

concentric contraction shall be considered for the purpose of

this paragraph as having a central visual acuity of 5/200

or less. An individual shall not be considered to be under a

“disability unless he furnishes such ‘proof of the existence

thereof as may be required. Nothing in this title shall be
construed as authorizing the Secretary or any other officer or
employce of the United States to interfere in any way with
the practice of medi_cihe or with relationships between prac-
titioners of medicine a,ﬁ'd their patients, or to 'exercise any
supervision or control over the administration or operation
of any hospital.

“(2) The term ‘period of disability’ means a continuous
period of not less than six full caléndar months (beginning
and ending as hereinafter provided in this subsection) during
which an individual was under a disability (as defined in
paragr’ﬁph (1)). No such period shall begin as to any
individual unless such individual, while under a disability,

files an application for a disability dcterminzition with re-
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spect to such period; and no such period shall begin as to
any individual after such individual attaigs retirement age.
Except as pr'ovideﬂ in paragraph (4), a period of disability
shall begin— |
“(A) if the individual satisfies the requirements of
paragraph (3) on such day,
““(i) on the day the disability began, or
“(i1) on the first day of the one-year period .
which ends with the day before the day on which
the individual files such application,
whichever occurs later;
“(B) if such individual does not satisfy the require-
~ments of paragraph (3) on the day referred to in sub-
paragraph (A), then on the first day of the first quarter
thereafter in which he satisfies such requirements.
A vperiod of disability shall end .with the close of the last
day of the first month in which either the disability ceases
or the individual attains retirement age. No application for

a disability determination which is filed more than three

~ months before ‘the first day on which a period of disability

can- begin (as determined under this paragraph) shall be

- accepted as an application for purposes of this paragraph,

and no such application which is filed prior to January 1,

1955, shall be accepted.
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“(3) The requirements referred to in clauses (A) and
(B) of paragraphs (2) and (4) are satisficd by ah in-
dividual with respect to any quarter only if he had not less
than— |
“(A) six qnarters of coverage (as defined in sec-
tion 213 (a) (2)) during the thirteen-quarter. périod
which ends with such quarter; and
“(B) twenty quarters of coverage during the forty-
quarter period which ends with such quarter,
not counting as part of the thirteen-quarter period specified
in clause (A), or the forty-quarter beriod specified in clause
(B), any quarter any pdrt of which was included in a prior
period of disability unless such quarter was a quarter of
coverage. |
“(4) If an individual files an applieation for a disability |
determination after December 1954, and before July 1957,
with respect to a disability which began before July 1956, -
and continued without interruption until such -application
was filed, then the beginning day for the period of disability,
if such individual does not die prior to J uly‘ 1, 1955, shall
be— | | |
“(A) the day such disability began, but only if he
satisfies the requirements of paragraph (3) on such
day; |

“(B) if he does not satisfy such requirements on
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[ |
such day, the first day of the first quarter thereafter in
- which hesatisfies such requirements.”

(e) (1) The first sentence of section 217 (a) (1) of
the Social Security Act is amended: by inserting “and for
purposes of section 216 (i) (3),” after “World War II
veteran,”.

(2) The first sentence of section 217 (e) (1) of such
Act is a,ménde;d by inserting “and for purposes of section 216
(i) (8),” after “veteran (as defined in paragraph (4)),”.

(3) Such section 217 (a) (1) and such section 217 (e)
(1) of such Act are each amended by inserting “, or for
purposes of section 216 (i) ' (3)” immediately before the
period at the end of the last sentence thereof (added by
section 103 (1) (4) of this Act).

(f) Section 5 (k) of the Railroad Retirement Aect of

1937, as amended, is amended by striking out “and for the

-purposes ‘of section 203 of that Act” and inserting in lieu

‘thereof “and for the purposes of sections 203 and 216 (i)

(3) of that Act”.
~ (g) Title'II of the Social Security Act is amended by
adding after section 219 the following new sections:
“DISABILITY PROVISIONS INAPPLICABLE IF BENEFIT -
RIGHTS IMPATRED
“Brc. 220. None of the provisions of this title relating

to periods of disability shall apply in any case in which their
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- application would result in the denial of monthly benefits

or a lump-sum death payment which would otherwise be

payable under this title; nor shall they apply in the case of

~any monthly benefit or lump-sum death payment under this

title if such benefit or payment would be greater without
their application.
“DISABILITY DETERMINATIONS -

. “Sgc. 221. (a) In the case of any individual, the deter-

‘mination of whether or not he is under a disability (as
“defined in section 216 (i)) and of the day such disability

- began, and the determination of the day on which such

disability ceases, shall, except as provided in subsection (g),
be made by a State agency pursuant to an agreement entered
into under subsection (b). Except as provided in subsections
(¢) and (d), any such determination-shall be the determi-
nation of the Secretary for purposes of this title.

“(b) The Secretary shall enter into an agreement with

. each State which is willing to make such an agreement

under which the State agency or agencies administering
the State plan approved under the Vocational Rehabilita-

tion Act, or any other appropriate State agency or agen-

* cles, or both, will make the determinations referred to in

subsection (a) with respect to all individuals in such State,

or with respect to such class or classes of individuals in
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the State as may -be designated in the agrecment at the
State’s request.

“(c) The Secretary may on his own motion review a

. determination, made by a State agency pursuant to an

agreement under this section, that an individual is under

- a disability and, as a result of such review, may determine

- that such individual is not under a disability or that such

disability began on a day later than that determined by
sﬁch agency, or that such disability ccased on a day earlier
than that determined by such agency. |

“(d) Any individual dissatisfied with any deter- -
mination under subsection (a), (c) , or (g) shall be
entitled to a hearing thereon by the Sccretary to the same
extent as is provided in section 205 (b) with respect to
decisions . of the Secretary, and to judicial review of the
Secretary’s final decision after such hearing as is provided -
in section 205 (g). -
“(e) Each State which has an agreement with the Sec-

retary under this section shall be entitled to receive from

‘the Trust Fund, in advance or by way of reimbursement, as .

may be mutually agreed upon, the cost to the State of carry-

ing out the agreement under this section. The Secretary

-shall from time to time certify such amount as is necessary

for- this purpose to the Managing Trustee, reduced or
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increased, as the .case may be, by any suin (for which ad-
justment hercunder has not previously been made) by which
fhe zundunt certificd for any pfior period was greater or
less than the amount which should have becn paid to the
State under this subscction for such period; and the Man-
aging Trustee, prior to audit or éettlement by the General
Accounting Office, shall make payment from the Trust
Fund at the time or times fixed by the Secretary, in
accordance with such certification.

“(f) All money paid to a State under this section shall
be used solely for the purposes for which it is paid; and any
money so paid which is not used for such 'purposes shall
be returned to the Treasury of the United States for deposit
in the Trust Fund. = |

“(g) In the casc of individuals in a State which has no

-agrecment under subsection (b), in the case of individuals

outside the United States, and in the case of any class or
classes of individuals not included in an agreement under
éubscction (b), the determinations referred to in subsection
(a) shall be made by the Secretary in accordance with regu-
lations prescribed by him. - |
“REFERRAL FOR REIIABILITATION SERVICES

“Sgc. 222. It is hereby declared to be the policy of the

‘Congress in enacting the preceding section that disabled indi-
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viduals applying for a determination of disability shall be
promptly referred to the State agency pr' agencies administer-
ing or supervising the administration of the State plan ap-

proved under the Vocational Rehabilitation Act for neces-

" sary vocational rehabilitation services, to the end that the

‘maximum number of disabled individuals may be restored to

productive activity.”

(h) Notwithstanding the provisions of section 215 (f)

" (1) of the Social Security Act, the amendments made by

subsections (a), (b), (¢), (d), (e),and (f) of this section

shall apply with respect to monthly benefits under title IT of

- the Social Security Act for months after June 1955, and with
-respect to lump-sum death payments under such title in the

~ case of deaths occurring after June 1955; but no recomputa-

tion of benefits by reason of such amendments shall be re-

garded as a recomputation for purposes of section 215 (f)

of the Socigl Security Act.

DELETION OF EARNINGS DURING UNLAWFUL RESIDENCE
IN THE UNITED STATES

- SEC. 107. (a) Section 205 of the Social Security Act

'is amended by redesignating subsection (n) as subsection

(m) and inserting after such subsection the following new

subsection:

H. R. 9366—6
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“Barnings During Unlawful Resideﬁce Deleted From
Record 'v |
“(n) (1) Notwithstanding the provisions of s‘ubéection |
(c), wages for service performed by an individdal duripg

any period that he is unlawfully in the United States, and

-self-employment income derived by him during such period,

shall be deleted from the Secretary’s records for such in-
dividual and shall not be counted for pﬁrposes of determin-
ing entitlement to or the amount of any benefits oi' luntp-
sum death payments under section 202,

“(2) Upon application for benefits or a lump-sum death
payment on the basis of the wages and self-eniployment in-
come of any individual the Secretary shall make a decision
without regard to paragraph (1) unless he has been notified
by the Attorney -General that such individual was unlaw-
fully in the United States during any period of time. If the
Attorney General has made or makes a determination that
there was such a period, he shall notify the Secretary thereof,
and the Secretary shall certify. no further benefits for pay-
ment or shall recompute the amount of aﬁy further benefits
payable on the basis of such individual’s wages and se‘lf—
employment income, as may be required. by paragraph (1).
Any payment certified by the Secretary on the basis of the

wages and self-employment income of such individual prior
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to receipt of such notice shall not be deemed by reason of
this subsection to be an erroneous payment.”

.(b) The amendment made by subsection (a) shall be
applicable in the case of monthly benefits under title IT
of the Social Security Act for months after, and in the case
of lump-sum death payments with respect to deaths
occurring after, the month following fhe month in which this
Act is enacted.

TErRMINATION OF BENEFITS UPON DEPORTATION

SEc. 108. (a) Section 202 of the Social Security Act is
amended by adding at the end thereof the following new sub-
section :

- “Termination of Benefits Upon Deportation of Primary
Beneficiary

“(m) (1) Notwithstanding any other provision of this
title, no monthly henefits under this section shall be paid on
the basis of the wages and self-employment income of any
individual for any month after such individual has been de-
ported under paragraph (1), (2), (4), (5), (8), (7),
(10), (11), (12), (14), (15), (16), (17), or (18)
of section 241 (a) of the Immigration and Nationality Act,
and no lump-sum death payment shall be made on the basts

of such wages and self-employment income in case of death

In or after such month.
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“‘(2) Upon application for benefits or a lump—s‘qm death
payment on the basis of the wages and self-employment in-
come of any individual, the Secretary shall make a decision
without regard to paragraph (1) unless he has‘ been notified
by the Attorney General that such individual has been de-
ported under one of the paragraphs of section 241 (a) of the
Immigration and Nationality Act enumerated in paragraph
(1) of this subsection. If such individual has been or is de-
ported under any such paragraph,‘the Attorney General shall
so notify the Secretary, and the Secretary shall certify no
further benefits for payment on the basis of such individual’s
wages and self-employment income. Any payment certified
by the Secretary on the basis of the wages and self-employ-
ment income of such individual, prior to receipt of such notice,
shall not be deemed by reason of this subsection to be an
erroneous payment.”

(b) The amendment made by subsection (a) shall be
applicable in the case of monthly benefits under title IT of the
Social Security Act for months aftér, and in the case of lump-
sum death payments with respect to deaths occurring after,
the month following the month in which this Act is enacted.

INSURED STAi‘US
Sec. 109. (a) Section 214 (a) of the Social Security

Act is amended by redesignating paragraph (3) as para-
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graph (4) and inserting after paragraph (2) the following
new paragraph: _
“(3) In the case of any individual who did not die prior
to January 1, 1955, the term ‘fully insured individual’ means
any individual who meets the requirements of paragraph (2)

and, in addition, any individual with respect to whom all

~ of the quarters.elapsing after 1954 and prior to (i) July 1,

1956, or (ii) if later, the quarter in which he attained re-
tirement age or dicd, whichever first occurred, are quarters
of coverage.”

(b) Subparagraph (B) of section 213 (a) (2) of such
Act is amended by inserting “ (except wages for agricul-
tural labor)” after “$50 or more in wages” in that part of -
such subparagraph which precedes clause (i), and by strik--
ing out clause (iv) and inserting in lieu thereof the
following :

“(iv) if an individual is paid wages for agricultural
labor in a calendar year, then, subject to clause (i), (a)
the last two quarters of such year which can be but are
not otherwise quarters of coverage shall be quarters of
coverage if such wages are lesé than $300; (b) the last -

- three quarters of such year which can be but are not
otherwise quarters of coverage shall be quarters of cover-

age if such wages equal or exceed $300 but are less than
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- $400; and (c) - each quarter of snch year which .is not
otherwise a quarter of coverage shall be a quarter of cov-
erage if such wages are $400 or more; and
“(v) no quarter shall be counted as a quarter of
coverage prior to the beginning of such quarter. |
If, in the case of any individual who has attained retirement
age or died and who has been paid wages for agricultural
labor in a calendar year, the 1'equi1'emeni;s for insured status
in subsection (a) or (b) of section 214,‘ the requirements
for entitlement to a éomputation or recomputation of his
primary insurance amount, or the requirei’nen‘ts of paragraph
(3) of section 216 (i) are not met after assignment of quar-
ters of coverage to quartefs in such year as provided in clause
(iv) | of the preceding sentence, but would be met if such
quarters of coverage were assigned to different quarters in
such year, then such quarters of c;)vel'age shall instcad be as-
signed, for purposes only of determining compliance with
such requirements, to such different quarters.”
BENEFITS IN CERTAIN CASES OF DEATHS BEFORE
SEPTEMBER 1950
SEC. 110. (a) In the case of any individual— »
(1) who dica prio: to September 1, 1950, and was
not a fully insured individual (under title IT of the Social

Sccurity Act), when he died, and-
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(2) who had not.less than six quarters of coverage
(as defined in such title), -
such individual shall, except for purposes of determining en-

titlement of a former wife divorced to benefits under section

202 (g) of the Social Security Act, be deemed to have died a

fully insured individual. Such individual’s primary insurance

amount shall be computed under subsection (a) (2) of sec-

- tion 215 of such  Act, except that, for the purpose of such

computation, the provisions of paragraph (4) of subsection

(d) of such section (in lieu of the provisions of paragraph

(3) of such subsection) shall be applicable, and except that

his closing date shall be the first day of the quarter in' which :

. he died. In the case of any such individual, the requirement

in subsection (h) of section 202 of such Act that proof -of
suppert be filed within two years of the date of his death
shall not apply if such proof is filed within two years after the
first month following the month in which this Act is enacted.

(b) The provisions of subsection (a) shall be applicable
only in the case of monthly benefits under section 202 of the
Social Security Act for months after the first month following
the month in which this At is enacted, on the basis of appli-

cations filed after such month in which this Act is enacted.
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1 ELIMINATION OF REQUIREMENT OF FILING APPLICATION
2 v CERTAIN CASES -
8  BSec. 1L (a) Sectibn 202 (e) (1) (C) of the |
4 Social Security Act is amended to read as follows:
5 “(C) (i) has filed application for widow’é ‘insur-
6 ance benefits. or was entitled, aftér attainment of re-
7 tirement age, to wife’s insurance benefits, on the basis
8 of the wages and self-employment income of such indi-
9 vidual, for the month preceding the ﬁlonth' in which he
0. died, or |

1 “(ii) was entitled, on the basis of sﬁch wages and .
12 self-employment income, td mother’s insurance benefits

13 for the month preceding the month in which she at-

14 tained retirement age,”.

15 (b) Section 202 (g) (1) (D) of such Act is amended

16 to read as follows: |

17 “(D) has filed application for mother’s insurance

18 benefits, or was entitled to wife’s insurance benefits

19 on the basis of the wages and self-employment income

20 of such individual for the month preceding the month
21 in which he died,”. |

‘22 (c) The third sentence of section 202 (i) of such Act
23 js amended by inserting immediately before the period at
24 the end thereof the following: * or unless such person was

25 entitled to wife’s or husband’s insurance benefits, on the
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basis of the ‘wages and self-employment income of such in-

sured individual, for the month preceding the month in which

“such individual died”.

TECHNICAL AMENDMENTS
SEc. 112. (a) The second sentence of section 204 (a)
of the Social -Security Act is amended by inserting “and
self-employment income” after “Wages5 . o
(b) Section 208 of the Social Security Act is amended
by inserting. “, or as to the amount of net earnings from
self-employment derived or the period during which derived,”-

after ““as to the amount of any wages paid or received or the

. period ‘during which earned or paid”.

- REPEAL . OF REQUIREMENT OF CERTAIN DEDUCTIONS
- Sec. 113. (a) No deductions shall be made pursuant

to subsection (i) of section 208 of the Social Security Act

‘from any benefits for any month after the month in which

this Act is enacted; and, effective with the beginning of the
month following the month in which this Act is enacted, such

subsection is repealed.

- (b) No deductions shall be made pursuant to section

907 of the Social Security Act Amendments of 1939 (53

Stat. 1360, 1402), with respect to wages for services per-

formed in 1939, from any benefits for any.m‘on.th after the

month in which this. Act is enacted; and, effective with the

beginning of the month following the month in which this
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Act is enacted, such section is amended by Striking out “1
per centumn of any wages paid him for services p‘erforﬁwd in
1939, and subsequent to his attaining age sixty-five, and”.'
Proor oF SUPPORT BY HUSBAND OR WIDOWER IN CERTAIN
CASES
Src. 114. (a) For the purpose of determining thé en-
titlement of any individual to husband’s insurance benefits
under subsection (c) of section 202 of the Social Security -
Act on the basis of hi'sllwife’s wages and self-employment
income, the requirements of paragraph (1) (D) of such
subsection shall be deemed to be met if—

(1) such individual was receiving at least one-half
of his support, as determined in accordance With'regula-
tions preseribed by the Secretary of Health, Education,
and Welfare, from his wife on the first day of the first
month (A) for which she was entitled to a monthly
benefit under subsection (a) lof such section 202, and
(B) in which an event described in paragraph (1) or
(2) of section 203 (b) of such Act (as‘i\n effect before
or after the enactment of this Act) did not occur,

(2) such individual has filed proof of such support
within two years after such first month, and |

(3) such wife was, without the application of sub-

section (j) (1) of such section 202, entitled to a pri-
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l’nary msurance benefit under such Act for August. i950.

- (b) For the purpose of determining the entitlement of
any individual to widower’s insurance benefits  under sub-
section (f) of scetion 202 of the Social Security Act on
the basis of his deceased wife’s wages and self-employment
income, the rcquirements of paragraph (1) (E) (ii) of
such subsection shall be deemed to be met if—

(1) such individual was receiving at least one-half
of his support, as determined in accordance with regula-
tions prescribed by the Secretary of Health, Education,
and Welfare, from his wife, and she was a currently
insured individual, on the ﬁrst day of the first month
(A) for which she was entitled to a monthly benefit
under subsection (a) of such section 202, and (B) in
which an cvent deseribed in paragraph (1) or (2) of
section 203 (b) of such Act (as in effect hefore or after
the enactment of this Act) did not ocecur,

(2) such individual has filed prodf of such support -
within two years after such first month, and

(3) sach wife was, without the application of
subsection (j) (1) of such section 202, entitled to a
primary insurance bencfit under such Aect for August
1950.

(c) For purposes of subsection (h) (1) of this Act,
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and for purposes of section 202 (c) (1) of the Social
Security Act in cases to which subsection (a) of this section
is applicable, the Wifé of an in’dividual shall be deemed- a

currently insured individual if she had not less than six

- quarters of coverage (as determined under section 213 of

the Social Security Act) during the t'h.irt'gen-quarter period
ending with the calendar quarter in which occurs the first
month (1) for which such wife was entitled to a monthly
benefit under section 202 (a) of éuch Act and (2) in
which an event described in paragraph (1) or (2) of
section 203 (b) of such Act did not occur.

(d) This section shall apply only with respect to.
husband’s insurance benefits under section 202 (c) of the
Social Security Act, and widower’s in;surance ‘benefits under
section 202 (f) of such Act, for months after the first rho;ith
following the month in Whicp this Act is enacted, and only
with respect to benefits based on applications filed after such
first month, |

| DEFINTTION '
. SEc. 115. As used in the provisions of the Social
Security Act zimended.by this title, theh'term “Becretary”
means the Secretary of Health, Educatioﬂ, and Welfare.
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TITLE II—AMENDMENTS TO INTERNAL
REVENUE CODE.
AMENDMENTS TO DEFINITIONS OF SELF-EMPLOYMENT
- INcoME AND RELATED DEFINITIONS

SEc. 201. (a) (1) Paragraph (1) of section 481 (a)

of the Internal Revenue Code is amended to read as follows:
“(1) There shall be excluded rentals from real
estate and from personal property leased with the real
estate (including such rentals paid in crop shares)
~ together- with fhe deductions attributable thereto, unless
such rentals are received in the course of a trade or

- business as a real estate dealer;”.

(2) Subsection (a) of section 481 of the Internal
Revenue Code is amended by striking out: paragraph
(2) and redesignatiﬁg paragraphs (3), (4), (5), (6),
and (7), and any references thereto contained in such
code, as paragraphs (2) , (3), (4), (5), and (6), respec-
tively, and by adding at the end of such subsection the
following new sentence: “In the case of any trade or busi-
ness which is carried on by an individual who reports his
income on a cash receipts and disbursements basis, and in

which, if it were carried on exclusively by employees, the
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major portion of the sérvices: would constitute zi;gricultural

labor as defined in section 1426 (h), (i) if the gross income

- derived- from such trade or business by such individual

is not more than $1,800, the net earniﬂgs from self-employ-
ment derived by him therefrom may, at his option‘,‘ be
deemed to be 50 per centum of such gi'O'SS income in lieu '(;f
his net earnings from self-employment from such trade or
business computed as provided under the preceding pro- ',
visions of this subsection, or (ii) i the gross income-
derived from such trade or businesé by such individual is
more than $1,800 and the net earnings from self-employ- -

ment derived by him therefrom‘,‘ as computed“ under the .
preceding provisions of this subsection, are less fhan $900,
such net earnings may instead, at the option of suéh indi-
vidual, be deemed to be $900. For the purplose‘ 6f the
préceding sentence, gl‘dss income derived from such trade
or- business shall mean the gross receipts from such tradé or
business reduced by the cost or 0ther basis of property which
was purchaséd and sold in carrying on such tréde or husiness,

adjusted  (after such reduction) ‘in accordance with the

_preceding provisions of this subsection.”

(h) (1) Paragraph (1) of s'e(:tion 481 (b) of the
Internal Revenue Code is amended to read as follows:
“(1) That part of the net earnings from self-

employment which is in excess of—
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- “(A) TFor any taxable year ending prior to
1955, (i) $3,600, minus (i) the amount of the
wages paid to such individual during the taxable
year; and

“(B) For any taxable year ending after 1954,
(1) $4,200, minus (i1) the amount of the wages
paid to such individual during the taxable year;
or’”. |

(2) Section 481 (b) of the Internal Revenue Code is
amended by inserting after “‘employees)’” the following:
“, or under an agreement entered into pursuant to the pro-
visions of section 1426 (m) (relating to coverage of citizens
of the United States who are employees of foreign subsidi-
aries of domestic corporations),”.

(c) Section 481 (c) of the Internal Revenue Code
is amended by striking out paragraphs (4) and ('5) , by
nserting “or” ‘at the end of paragraph (3), and by adding
after paragraph (3) the following new paragraph:

o« (4) The perforniance of service by an individual
in the exercise of his profession as a physician, or the
performance of such service by a partnership.”

(d) The amendments made by subsections (a), (b),

and (c) of this section shall be applicable only with respect

to taxable years ending after 1954.
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"REFUND OF CERTAIN TAXES DEDUCTED FROM WAGES

. SEC. 202.- (a) (1) The first sentence of section

1401 (d) (3) of the Internal ‘Revenue Code is amended

to read as. follows: “If by reason of an employee receiving

- wages from more than one employer during a calendar

year after the calendar year 1950 and prior:te the ealen- .
dar year 1955, the wages received by ‘him during such
year exceed $3,600, the employee '.shallmbe entitled to a re-
fund of any amount of tax, wifh respect to such wages, 1m-
posed by section 1400 and. deducted from the employee’s
wages (whether or not paid to the Secretaiy or his dele-
gate) , which exceeds the tax with respect to the first $3,600
of such wages 1'eceived; or if by reason of an employee re-
ceiving wages from more than one employer- during ‘any
calendar year after the calendar year 1954, the wages re-
ceived by him during such year exceed $4,200, t}ie employee
shall be entitled to a refund: of any amount of tax, with re-
spect to such Wages,« imposed by seetion 1400 and deducted
from the employee’s wages (whether or not paid to the
Secretary or his delegate), which exceeds the tax with re-
spect to the ﬁrst $4,200 of such Wages recelved ?

(2) Section 1401 (d) (3) of the Internal Revenue
Code is amended by striking out the period at the end of the
second sentence and inserting in lieu thereof “lor, in- the

case of any agreement (or modification) pursuant to section
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218 of the Social Security Act which is effective as of a date
more than two years prior to the date such agreement (or
modification) wds agreed to, within a period of two years
after the end of the calendar year in which such agreement
{or modification) was agreed to by the State and the Sec-
retary of Health, Education, and Welfare.”

(b) (1) The heading of section 1401 (d) (4) of the
Internal Revenue Code is amended to read as follows:
“SPECIAL RULES IN THE CASE OF FEDERAL AND STATE
EMPLOYEES AND EMPLOYEES OF CERTAIN FOREIGN COR-
PORATIONS.—”

(2) Section 1401 (d) (4) (A) of the Internal Rev-
enue Code is amended by striking out “$3,600,” and insert-
ing in lieu thereof ““$3,600 for the calendar year 1951, 1952,
1953, or 1954, or $4,200 for any calendar year after 1954,”.

(3) Section 1401 (d) (4) of the Internal Revenue
Code is amended by adding at the end thereof the following
new sul;paragraph:

“ (C) Employees Of Certain.Foreign Corpora-
tions.—For ‘the purposes of paragraph (8) of this
“subsection, in the case of remuneration received
during any calendar year after the calendar year
1954, the term ‘wages’ includes such remuneration
for services covered by an agreement made pur-

H.R. 9366—17
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suant - to - section 1426 (m) of this. subéhapter as
-would. be - wages -if such services »constitflted em-.'
ployment; the term ‘employer’ includes any do-
mestic corporation which has entered into an agree-
ment pursuant to'section 1426 (m) ; the term .‘tax"
or ‘tax imposed by section 1400’ includes, in the
case of services covered by én agreement entered
into pursuant to sectidn 1426 (m), an amount
equivalent to the tax which would be imposed by
section 1400, if such services constituted employ-
ment as defined in section 1426; and the provisions
of paragraph (3) of this sﬁbsection shall apply
whether or not any amount deducted from the em-
ployee’s remuneration as a result of the agreement
~entered into pursuant to éection 1426 (m) has

been paid to the Secretary or his delegate.”
| (c) The second sentence of section 1420 (e) of the In-
ternal Revenue Code is amended bly inserting “in the casei
of the cal,enda‘r“year 1951, 1952, 1953, or 1954, or the

$4,200 limitation in such section in the case of any calendar

year .after 1954” after’ “the $3,600 limitation in section

1426 (a) (1)”. o |
o (d) The amendments made by subsections (a) (‘1) ,
(b) (2.:) , and - (c): shall be applicable only with respect to

remuneration paid after 1954,
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COLLECTION  AND"PAYMENT OF TAxES WITH RESPECT TO
CoasT GUARD EXCHANGES
SEC. 203. (a) Section 1420 (e) of the Internal Rev-
enue Code is amended by adding at the end thereof the

following new sentence: “The provisions of this subsection

‘'shall be applicable also in the case of service performed by a

civilian employee, not compensated from funds appropriated
by the Congress, in the Coast Giuard Exchanges or other
activities, conducted by an instrumentality of the United
States subject to the jurisdiction of the Secretary, at installa-
tions of the Coast Guard for the comfort, pleasure, content-
ment, and mental and physical improvement of personnel of
the Coast:Guard; and for purposes of this subsection’the
Secretary shall be deemed to be the head of such instru-
mentality.” |

(b) The amendment made by subsection (a) shall be-
come effective January 1, 1955,

AMENDMENTS TO DEFINITION OF WAGES

SEC. 204. (a) Paragraph (1) of section 1426 (a) of

the Internal Revenue Code is amended by striking out

“$3,600” wherever it appears therein and inserting in lien

thereof “$4,200”.

- (b) (1) Subparagraph (B) of section 1426 (a) (7) of
the Internal Revenue Code is amended to read as follows:

“(B) Cash remuneration paid by an employer in
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“any calendar quarter to an employee for domestic serv-

ice in a private home of .the employer, if the cash re-
muneration paid in such quarter by the employer to the
employee for such service is less than $50. As used in
this subparagraph, the term ‘domestic service in a>
private home of the eﬁployer’ does not includé service
described in subsection (h) (5) ;”. |

(2) Section 1426 (a) (7) of the Internal Revenue

9 Code is amended by adding at the end thereof the following

10

11 -
12

13
14

15
16
17

18

19
20

21

new subparagraph:

A

(C) Cash remuneration paid by an employer in
any calendar quarter to-an employee for service not in
the course of the employer’s trade or bﬁsiness,'if the
cash remuneration paid in such quarter by the employer
to the employee for such.service is less than $50. As
used in this subparagraph the term ‘ser?ice not in the
course of the employer’s trade or b"usines:s’ does not.
include domestic service in a private home of the em-

ployer and does not include service described in sub-

 section (h) (5) ;"

(3) Section 1426 (a) (8) of the Internal Revenue

22 (Code is amended by inserting‘ “(A)” after “(8)” and by

23
24

25

adding at the end: thereof the following new subparagraph:

“(B) Cash remuneration paid by an employer in

any caleridar year to an employee for agricultural
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" labor, if the cash ‘remuneration paid in such year by
the employer to the employee for such labor is less than
- $200;”.

(¢) The amendments made by subsections (a) and (b)
shall be applicable only with respect to remuneration paid
after 1954.

AMENDMENTS TO DEFIﬁTION OF EMPLOYMENT

 BEC. 205. (a) Section 1426 (b) (1) of the Internal
Revenue Code is amended to read as follows:

“(1) Service performed 'by foreign agricultural
workers under contracts entered into in accordance with
title V of the Agricultural Act of 1949, as amended;”.
(b) Section 1426 (b) of the Internal Revenue Code is

amended by striking out paragraph (3) and redesignating

- paragraphs (4), (5), (6), (7), (8), (9), (10), (11),

(12), (13), and (14), and any references thereto contained
in such code, as paragraphs (3), (4), (5), (6), (7), (8),
(9), (10), (11), (12), and (13), respectively.

(c) The paragraph of section 1426 (b) of the Internal
Revenue Code hérein- redesignated as paragraph (4) is
amended by striking out “if the individual is emploved on
and in connection with such vessel or aircraft when outside
the United States” and inserting in lieu thereof: “if (A)
the individual is employed on and in cénnection with such

vessel or aircraft when outside the United States and (B)
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1 (i) such individual is not a citizen of the United States or

9 (ii) the employer is not an American employer”.

3 (d) (1) Subparagraph (B) of the paragraph of sec-
4 tion 1426 (b) of the Internal Revenue Code herein redesig- |
5 nated as paragraph (6) is amended—

6 (A) by inserting “by an individual” after “Serv-
7 ice performed,” and by inserting “and.if such s.ervice‘
8 1s covered by a retirement system established by’ such
9 instrumentality ;” after “December 31, 1950,”; |

10 . (B) by inserting “a Federal Home Loan Bank,”
11 after “a Federal Reserve Bank,” in clause (i1) ; and
12 (C) by strikiné 6ut “or” at the end of clausé (ii1)
13 by adding ““or”” at the end of clause (iv), and by adding
14 - . at the end of the subparagraph the following new clause:
15 - g - Yv) service performed by a civilian employee,
16 not compensated from'fun(is appropriated by the
17 | Congress, in the Coast Guard Exchanges or other
18 activities, conducted by an instrumentalify of the
19 - United States subject to the jurisdiction of the Sec-
20  retary of the Treasury, at installations of the Coast
21 Guard for the comfort, pleasure, coﬁtentment, and
22 - mental and physical improfr(a\ment of personnel of

23 the Coast Guard;”.
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(2) Subparagraph (C) of such paragraph is amended
to read as follows: |
“(C) Service performed in the employ of the United
States or in the employ of any instrumentality of the

United States, if such service is performed—

“(1) as the President or Vice President of the
United States or as a Member, Delegate, or Resi-
dent Commissioner of or to the Congress; |

““(i1) in the legislative branch;

“(iii) in a penal institution of the United States
by an inmate thereof;

- “(iv) by any individual as an employee in-
cluded under section 2 of the Act of August 4, 1947
(relating to certain interns, student nurses, and other
student employees of hospitals of the Federal Gov-
ernment; 5 U. S. C., sec. 1052) ;

“(v) by any individual as an employee serving
on a temporary basis in case of fire, storm, earth-
quake, flood, or other similar emergency; or

“(vi) by any individual to whom the Civil
Service Retirement Act of 1930 does not apply be-
cause such individual is subject to another retire-

ment system (other than the retirement system of-

the Tennessee Valley Authority) ;”.
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" (e) The paragraph of sectioni 1426 (b) of the Internal
Revenue Code herein redesignated as. paragraph‘ (8) is

amended to read as follows:-

- “(8) (A) Service performed in the employ of a

religious, charitable, educational, or other organization

- exempt from income tax under section 101 (6), other

than service performed by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of

his ministry or by a member of a religious order in the

.. exercise of duties required by such order; but this sub-

paragraph shall not apply to service performed during
the. period for which a certificate, filed pufsuant to sub-
section (1) (1), is in effect, if such service is performed

by an employee (i) whose signature appears on the list

" filed by such organization under such subsection, or (ii)

who became an employee of such organization after the
certificate was filed and after such period began;
“(B) Service performed in the employ of a reli-
gious, charitable, educational, or other organization ex-
empt from income tax under éection 101 (6), 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; but this subparagraph shall not apply to service

N
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performed by a duly ordained, commissioned, or licensed
minister of a church or a member of a religious order,
other thaﬁ a member of a religious order who has taken
a vow of poverty as a member of such order, during the
period for which a certificate, filed pursuant to sub-
section (1) (2), is in effect, if such service is.performed
by an employee (i) whose signature appears on the list
filed by such organization under such subsection, or (ii)
. who became an employee of such organization after the
certificate was filed and after such period began;”. .
(f) Section 1426 (b) of the Internal Revenue Code is
further amended by striking out paragraph (15) and redes-
ignating paragraphs (16) and (17), and any references
thereto contained in such code, as paragraphs (14) and
(15), respectively.
(g) The amendments made by subsections (c), (d),
(e), and (f) shall be applibable only with respect to
services performed after 1954. The amendments made by
subsections (a) and (b) shall be applicable only with
respect to services (whether performed after 1954 or prior
to 1955) for which the remuneration is paid after 1954.
AMENDMENT 70 DEFINITION OF EMPLOYEE
SEc. 206. (a) Subparagraph (C) of section 1426 (d)
(8) of the Internal Revenue Code is amended by striking
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out *, if the performance of such.services is subject to
licensing requirements -under- the laws of the State in which

* such services are performed”.

(b) The amendment made by subsection (a) shall be

applicable only with respect to services performed after

1954.

WAIVER oF TAxX ExEMPTION BY NONPROFIT ORGANIZA-

" TIONS WITH RESPECT TO MINISTERS IN TarEIR EMPLOY

BEC. 207. (a) Paragraph (1) of section 1426 (I) of the

Internal Revenue Code is amended by inserting *(other
than 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) ” after “service”” in the first sentence,
by striking out “two-thirds of its employées” and insefting
in lieu thereof “two-thirds of its employees performing serv-
ice to which this pa’ragfaph is applicable”‘inv such sentence,
and by deleting so much of such paragraph as follows the first
sentence.

(b) Such section 1426 (1) is amended by redesignating

- paragraphs (2) and (8) as paragraphs (6) and (7),

respectively, and by adding after paragraph, (1) the follow-
ing new paragraphs:
#(2). WAIVER OF EXEMPTION IN THE CASE OF

MINISTERS.—An organization exempt from income tax
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under section 101 (6) may file a certificate (in such
form and manner, and with such official, as may be pre-
scribed by regulations made under this subchapter) -
certifying that it desires to have the insurance system
established by title IT of the Social Security Act ex-
tended to service performed by its employees who are
duly ordained, commissioned, or licensed ministers of a
church or churches and perform such service in the
exercise of their ministry or who are ﬁlembers of a re-
ligious order or orders (other than a m_ember of a

religious order who has taken a vow of poverty as a:

member of such order) and perform such service in the

- exercise of duties required by such order or orders, and

that at least two-thirds of such employees concur in the

filing of the certificate. Notwithstanding the preceding

~ sentence of this paragraph, a certificate may not be filed

by an organization pursuant to such sentence unless (A)

' such organization does not have any employees with

respect to whom a certificate may be filed pursuant to
paragraph (1), or {B) such organization has filed a
certificate pursuant to paragraph (1) with respect to
such employees.

“(8) LIST TO ACCOMPANY CERTIFICATE.—A. cer-
tificate may be filed pursuant to paragraph (1) or para-
graph (2) only if it is accompanied by a list containing
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-the signature, address, and social security account num-

ber (if any) of each-employee who concurs in the filing
of the certificate. Such list may be ainended at any timé
by filing with the prescribed official a supplemental list
or lists containing the signature, address, and social se-
curity account number (if dny) 'of each additional em-
ployee who concufs in the ﬁling‘of thé certificate. The

list and any supplementﬁl list shall be filed in such form

- and manner as may be prescribed by regulations made

under this subchapter.
“(4) EFFECTIVE PERIOD OF \VAIVER.eA certifi-
cate filed pursuant to paragraph (1) or paragraph (2)

shall be in effect (for the purposes of subsection (b) | (8)

of this section and for the purposes of section 210 (a)

(8) of the Social Security Act)—
“(A) in thé casé of a certiﬁcate -ﬁl‘ed‘ pursuant
to paragraph (1), for the period beginning with the
first day of the caléndar quarter in .whiéh such cer-
tificate is filed or the first day of the succeeding cal-
endar quarter, as may be speciﬁed‘in ,tﬁe certificate ; |

or | |
“ (B) in the case of a cértiﬁcate filed pur-
suant to paragraph (2), for the peri§d beginning
with the first day of whichever of the following

calendar quarters may be specified in the certificate :
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-. {1) the quarter in which such certiﬁca_t;e is filed,
or (ii) the succeeding quarter, or (iii) if the cer-
tificate is filed during the calendar year 1955, any
‘quarter in such year prior to the quarter in which it
is filed;

except that, in the case of service performed by an

* individual whose name appears on a supplemental list

filed after the first month following the first calendar
quarter for which the certificate is in effect (as deter-

mined under subparagraph (A) or (B), whichever is

- applicable) or following the calendar (iuarter in which

the certificate was filed, whichever is later, and to whom
subparagraph (A) or (B) of subsection (b) (8) of
this section would otherwise apply, the certificate shall
be in effect, for purposes of such subsection (b) (8)
and for purposes of section 210 (a) (8) of the Social
Security Act, only with respect to service performed
by such individual after the calendar quarter in which
such supplemental list is filed.

“(5) TERMINATION OF WAIVER PERIOD BY ORE-
GANIZATION.—The period for which a certificate filed
pursuant to paragraph (1) of this subsection is effective:
may be terminated by the organization, effective at the

end of a calendar quarter, upon giving two years’

advance notice in writing, but only if, at the time of
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‘the ‘receipt. of such notice, the certificate has been in
effect for a period of not less than elght years and only
--if such notice apphes also to the penod for Whlch the

- certificate, if any, filed by such organization pursuant to

paragraph (2) is effective. The period for which a

- certificate. filed pursuant to paragraph (2) is effective

may also be terminated by the organization, effective at :
the end of a calendar quarter, upon giving two years’
advance notice in writing, but only if, at the time. of the
receipt of such notice, the certificate has been in effect
for a period of not less than eight years. The notice of
termination may be revoked By thé organization by”
giving, prior to the close of the calendar quarfer specified

in the notice of termination, a written notice of such

" revocation. Notice of termination or revocation thereof -

shall be filed in such form and manner, and with such
official, as may be prescribed by regulations made under

this sﬁbchapte-r.”
(c) The paragraph of such section 1426 (1) herein

20 redesignated as paragraph (6) is amended by adding at the

21 end thereof the following new sentence: “If the period

22 covered by a certificate filed pursuant to paragraph (1) of

23 this subsection is terminated under this paragraph, the period

24 - -covered by the certificate, if any, filed by the same organiza-
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tion pursuant to paragraph (2) shall also be terminated
at the same time.”

(d) The paragraph of such section 1426 (1) herein
redesignated as paragraph (7) is amended to read as
follows:

“(7) No RENEWAL OF WAIVER.—In the ‘event the
period covered by a certificate filed pursuant to para-
graph (1) or (2) of this subsection is terminated by
the organization, no certificate may again be filed by
such organization pursuant to such paragraph.”

-"(e) The amendments made by this section shall become
effective January 1, 1955. Nothing in this section shall
be construed as affecting the validity of any certificate filed
prior. to January 1, 1955, under section 1426 (1) of the
Internal Revenue Code. If a certificate filed during the
calendar year 1955 pursuant to section 1426 (1) (2) of
the Internal Revenue Code is in effect for any calendar
quarter in 1955 which precedes the quarter during which

the certificate was filed, the return and payment of the taxes

- for any such preceding calendar quarter with respect to

-service which constitutes employment by reason of the filing

of such certificate shall be deemed to be timely made if made
on or before the last day of the first month following the

calendar quarter in which the certificate is filed.
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| . CHANGES IN TAx SCHEDULES.: - ' ‘
SEC. 208. (a) Section 480 ‘of the Internal Revenue
‘Code is amended by striking out 'paragraph (5) and inseft-'
ing in lieu thereof the following : | “
“(5) In the case of any ,taxable..yea,r beginning
after December 31, 1969, and before J anuary 1, 1975, -
the tax shall be equal to 5% i)er centum of the amount of |

the self-employment income for such taxable year.

W W -9, Bk W N M

“(6) In the case of any taxable year beginning

et
o

after December 31, 1974, the tax shall be equal to 6

o S WY
O

for such taxable year.”

juny
w

(b) Section 1400 of the Internal Revenue Code is
14 amended by striking out .paragraph ('6) and inserting in
15 lieu thereof the following: | |

16 | ““(6) With respect to wages received during the

17 calendar years 1970 to 1974, both inclusive, the rate
18 . shall be 3} per centum. |

19 “(7) With respect to dees received after Decem-

20 - ber 31, 1974, the rate shall be 4 per centum.”

21 ~ (c) Section 1410 of the Internal Revenue Code is

22 amended by striking out paragraph (6) and inserting in-
23 lieu thereof the following: |

24 “(6) With respect to wages paid during the calen-

per centum of the amount of the self-employment income -
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dar years 1970 to 1974, both inclusive, the rate shall
be 3% per centum. . .
“(7) With respect to wages paid after December
31, 1974, the rate shall be 4 per centum.” |
FOREIGN SUBSIDIARIES OF AMERICAN EMPLOYER

Src. 209. Section 1426 of the Internal Revenue Code is

amended by adding- at the end thereof the following new

subsection:

“(m) AGrREEMENTS ENTERED INTO BY DOMESTIC COR-

PORATIONS WITH RESPECT TO FOREIGN SUBSIDIARIES.—

“(1) AGREEMENT WITH RESPEC’I“ TO CERTAIN
EMPLOYEES OF FOREIGN SUBSIDIARIES.—The Secretary
or his delegate shall, at the request of any domestic cor-
porafion, enter into an agreement (in such form and
manner as may be prescribed by the Secretary or ’his
delegafe) with any such corporation which desires to
have the insurance system established by title IT of the
Social Security Act extended to service performed out-
side the United States in the employ of any one or more -
of its foreign subsidiaries (as defined in paragraph (7))
by all ‘e‘mployees who are citizens of the United States,
except that the agreement shall not be applicable to any
service performed_ by, or remuneration paid to, an em-

ployee if such service or remuneration would be excluded

H. R.9366—8
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from ' the terms ‘employment’ or ‘wuv‘es 1espe(t1vely,

as defined in this section, had the qel vice been per-
formed in the employ of the domestic corporation. Such
agreement may be amendéd at aﬁy time so as to be made
applicable, in the same manner_and: lindel; the same con-

ditions, in the case of any other foreign subsidiary of shch |

- domestic corporation. Such agreemént shall be applica--

Dle with respect to citizens of the United States who,

after the effective date of the agreement, become cm-

* ployces of and perform service‘s‘out'sidc the United States

for any foreign subsidiary specified in the agrecment.
Such agreement shall provide— | -

“(A) That the domestic corporation shall pay

to the Secretary or his delegé}te, .at é11c}1 time or

times as the Secretary may.by regulations préscribc,

amounts equivalent to the sum of the taxes which

would be imposed by sections 1400 and 1.410, in- -

‘cluding interest and penalties, if the services of
employees covered by the fwreement had COllStl-
tuted employment as defined in se(.llmn 1426; and - |
“(B) Thﬁt the d()'mcstic"corporathn Will |
comply with such regulations 10]mnfr to pavmonts
~and reports as the Secretary nmy preseribe to (mry
-out the purposes of this subscctin.n."

“(2) EFFECTIVE PERIOD OF AGREEMENT.
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agreement entered into pursuant to paragraph (1) shall
be in effect for the period beginning with the first day of
the calendar quarter in which such agreement is entered
into or the first day of the succeeding calendar quarter,
as may be specified in the agreement, but in no case
prior to January 1, 1955; except that in case such
agreement is amended to include the services performed
for any other subsidiary and such amendment is executed
after the first month following the first calendar quarter
for which the agreement is in effect, the agreement shall
be in cffect with respect to service performed for such
other subsidiary only after the calendar quarter in which
such amendment is executed.

“(3) TERMINATION OF PERIOD BY A DOMESTIC
CORPORATION.—The period for which an agreement
cntered into pursnant {0 paragraph (1) of t]lié subsce-
tion is elfective may be terminated with respect to any
oné or more of its foreign subsidiaries by the domestic
corporation, effective at the end of a calendar quarter,
upon giving two years’ advance notice in Wfiting, but
only if, at the tinic of the receipt of such notice, the
agreement has been in effect for a period of not less than
cight years. The notice of termination may be revoked
by the domestic corporation by giving, prior to the close

of the calendar quarter specified in the notice of termi-
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nation, a. written notice of such revocation. Notice of
termination.or revecation thereof shall be filed in such
form and manner as may be prescribed by regulations.
Notwithstanding any other provision of this subsection,
the period for which any such agreement is effective
with respect to any foreign subsidiary shall terminate

at the end of any calendar quarter in which the domestic

- corporation, at any time in such quarter, owns 50 per

centun or less of the voting stock of such subsidiary.
“(4) TERMINATION OF PERIOD BY SECRETARY.—
If the Secretary or his delegate finds that any domestic
corporation which entered into an agreement pursuant
to this subsection has failed to comply substantially with -
the terms of such agreement, the Secretary or his dele-
gate shall give such domestic corporation not less than
sixty days’ advance notice in writing that the period
covered by such agreement will terminate at the end
of the calendar quarter specified in such notice. Such
notice of termination may be revoked by the Secretary
or his delegate by giving, prior to the close of the calen-
dar quarter speciﬁed in the notice of termination, written
notice of such revocation to the domestic corporation.

No notice of termination or of revocation thereof shall be

- given under this paragraph to a domestic corporation
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without the prior concurrence of the Secretary of Health,
Education, and Welfare.

- “(5) No RENEWAL OF AGREEMENT.—If any

‘agreement entered into pursuant to paragraph (1) of

this subsection is terminated in its entirety, the domestic
corporation may not again enter into an agreement pur-
suant to such paragraph;.‘ If any such agreement is
terminated with respect to any subsidiary, such agree-
ment may not thereafter be amended so as again to
make it applicable with respect to such subsidiary.

“(6) DEePOSITS IN TRUST FUND.—AIll amounts
received by the Secretary I;ursuant to an- agreement
entered into under paragraph (1) of this subsection
shall be-regarded for purposes of section 201 of the
Social Security Act as taxes collected pursuant to this
subchapter. |

“(7) OVERPAYMENTS AND UNDERPAYMENTS.—

“(A) If more or less than the correct amount
due under an agreement entered into pursuant to
this subsection is paid with respect to any payment
of remuneration, proper adjustments with respect
to the amounts due under such agreement shall be

~made, without interest, in such manner and at such

H.R.9366——9
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times as may be required by regulations prescribed
by the Secretary.
“(B) If an overpayment cannot be adjusted .
‘under subparagraph (A), the amount thereof shall
be paid by the Secretary or his delegate, through
the Fiscal Service of the Treasury D’epartmént,
but only if a claim for such overpayment is filed
with the Secretary or his delegate within two years
from the time such overpayment was ms‘mde.‘
“(8) DEFINITION OF FOREIGN SUBSIDIARY.—For
purposes of this subsection and section 210 (a) of the -
Social Security Act, a foreign subsidiary of a domestic
corporation is— | |
“(A) A foreign corporation more than 50 pe;'
centum of the voting stock of which is- owned by
such domestic corporation; or |
“(B) A foreign corporafién more than 50 per
centum of the voting stock of which is owned by the
foreign corporation described in subparagraph (A).”
“(9) ReeuLaTIONS—Regulations of the Seérétary
to rcarry‘ out the purposes of .this subsection shall be de-
signed to make the requirements imposed on domestic
corporations with respect to services covered by an agree-

ment entered into pursuant to this subsection the same,
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so far as practicable, as those imposed upon employers
puréuant to subchapter A or E of chapter 9 of this title.”
Depuctions From Gross INcoME FOR PAYMENTS WITH
RespEcT TO EMPLOYEES OF CERTAIN FoREIGN
CORPORATIONS

‘Sec. 210. Section 23 of the Internal Revenue Code .

(relating to deductioné from gross income) is amended by

inserting at the end thereof the following new subsection:
o« (gg) PaymenTs WitH RESPECT TO EMPLOYEES OF
CERTAIN FOREIGN CORFORATIONS.—In the case of a
domestic corporation, amounts (to the extent not com-
pensated for) - paid or incurred pursuant to an agreement
entered into under section 1426 (m) with respect to services
performed by United States citizens employed by foreign
subsidiary corporations. Any reimbursement of any amount
previously allowed as a deduction for income tax purposes-
under this subsection shall be included in gross income for
the taxable year in which \received.” |
TITLE ITI—PROVISIONS RELATING TO PUBLIC
- ASSISTANCE o
TEMPORAEY EXTENSION OF 1952 MarcHiNG FoRMULA

Sec. 301. Section 8 (e) of the Social Security Act

‘Amendments of 1952 (Public Law 590, Eighty-second Con-
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gress) is amended by striking out “September 30, 1954

~and inserting in lieu thereof “September 30, 1955”.

TEMPORARY EXTENSION -OF SPECIAL PROVISION RELATING

10 STATE PLANS FOR AID TO THE BLIND
SEc. 302. Scction 344 (b) of the Social Security Act
Amendments of 1950 (Public Law 734, Eighty-first Con-
gress) is amended by striking out “June 30, 1955” and

- inserting in lieu thereof “June 30, 1957”

TECHNICAL AMENDMENTS

SEc. 303. (a) Sections 3 (b) (1), 403 (b) (1), and
1003 (b) (1) of the Social Security Act are each amended
by striking out “one-half” and inserting in lieu thereof “‘the
State’s proportionate share”.

(b) Section 3 (b) of such Act is amended (1) by
striking out “clause (1) of subsection (a)” Whei'ever it ap-
pears and inserting in lieu thereof “subsection (a)”, and (2)
by striking out “increased by five per centum” immediately
before the period at the end of .paragraph (3).

TITLE IV—MISCELLANEOUS PROVISIONS
AMENDMENTS PRESERVING RELATIONSHIP BETWEEN

RAILROAD RETIREMENT AND OLD-AGE AND - SUR-

VIVORS INSURANCE
~ SEec. 401 (a). Section 1 (q) of the Railroad Retire-
ment Act of 1937, as amended, is amended by striking out

“1952” and inserting in lieu thereof “1954”.
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- (b) Section 2 (c) of the Railroad Retirement Act of

- 1937, as amended, is amended by striking out “six” and

inserting in lieu thereof “twelve”; and subsection -(5) (j)

of such Act, as amended, is amended by striking out “sixth”

and inserting in lieu thercof “twelfth”. The amendments
made by this subsection shall be applicable only in the case
of applications for annuities under the Ra.ilroad Retirement
Act filed after the month following the month in which this

Act is enacted; except that no individual shall, by reason of

such amendment, be entitled to any annuity for any month

prior to the fifth month before the month in which this Act

1s enacted.

(c¢) Section 5 (1) (9) of the Railroad Retirement Act

of 1937, as amended, is amended by striking out “$3,600’

the second time it appears and inserting in lieu thereof
“$4,200”.
(d) Section 5 (1) (1) (i1) of the Rai]road Retirement
Act of 1937, as amended, is amended to read as follows:
“(ii) will have been under the age of seventy-five
and for which month he is charged with any earnings
under section 203 (e) of the Social Security Act or in
which month he engaged on seven or more different
calendar days in noncovered remunerative activity out-
side the United States (as defined in section 203 (k)
of the Social Security Act) ; and for purposes of this
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122 | |
subdivision the Board shall have the authority to make
such determinations and such suspensions of payment:

~ of benefits in the manner and to the extent that the
Secretary of Health, Education, and Welfare would be
authorized to do so under sectiori 203 (g) (3) of the
Social Security Act if the individuals to whom this sub-
division applies were entitled to béneﬁts under section
202 of such Act;”.
Cross REFERENCES T0 REDESIGNATED PROVISIONS
SEc. 402. References in the Internal Révenue Code,
the Railroad Retirement Act 'of 1937, as amended, or any
other law of the United States to any sectioﬁ or subdivision
of a section of the Social Security Act redesignated by this
Act, and references in the Social Security Act, the Railroad -
Retirement Act of 1937, as amended, or any other law of.
the United States to any section or subdivision of a section
of the Internal Revenue Code redesignated by this Act,
shall be deemed to refer to such section (:)r subdivision of a

section as so redesignated.
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A BILL

To amend the Social Security Act and the
Internal Revenue Code so as to extend cov-
erage under the old-age and survivors insur-
ance program, increase the benefits payable
thereunder, preserve the insurance rights of
disabled individuals, and increase the
amount of earnings permitted without loss
of benefits, and for other purposes.

By Mr. Rexp of New York

May 28, 1954
Referred to the Committee on Ways and Means
May 28, 1954

Committed to the Committee of the Whole House on
the State of the Union and ordered to be printed
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AMENDING SOCIAL SECURITY ACT
AND INTERNAL REVENUE ACT

Mr. BROWN of Ohio, from the Com-
mittee on Rules, reported the follow-
ing privileged resolution (H. Res. 568,
Rept. No. 1699), which was referred to
the House Calendar and ordered to be
printed:

Resolved, That upon the adoption of this
resolution it shall be in order to move that
the House resolve itself into the Committee
of the Whole House on the State of the
Union for the consideration of the bill (H. R.
0366} to amend the Social Security Act and
the Internal Revenue Code so as to extend
coverage under the old-age and survivors
insurance program, increase the benefits
payable thereunder, preserve the insurance
riglits of disabled individuals, and increase
the amount of earnings permitted without
loss of benefits, and for other purposes, and
all points of order against said bill are hereby
waived. That after general debate, which
shall be confined to the bill, and shall con-
tinue not to exceed 3 hours, to be equally
divided and controlled by thie chairman and
ranking minority member of the Committee
on Ways and Means, the bill shall be con-

. sidercd as having been read for amendment.
No amensdment shall be in order to said bill
except amendments offered by direction of
the Committee on Ways and Means. Amend-
ments offered by direction of the Committee
on Ways and Means may be offered to any
section of the bill at the conclusion of the
general debate, but said amendments shall
not be subject to amendment, At the con-
clusion of the consideration of the bill for
amendnient, the Committee 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
thersto to final passage without interven-
ing motion, except one motion to recommit.

Mr. BROWN of Ohio. Mr. Speaker,
by unanimous consent recently granted,
I call up the resolution (H. Res. 568)
and acsk for its immediate consideration.

The Clerk read the resolution (H. Res.
568) as above set out.

The SPEAKER. The gentleman from
Ohio [Mr. BROwN] is recognized.,

Mr., BROWN of Ohio. Mr. Speaker,
Y yield 30 minutes of the time to the
gentleman from Virginia [Mr. Smirul,
and yield myself such time as I may use.

Mr. Speaker, this House resolution will
make in order the consideration of the
bill (H. R. 9366) to amend the Social
Security Act and the Internal Revenue
Code so as to extend coverage under the
old-age and survivors insurance pro-
gram, increase the benefits payable
thereunder, preserve the insurance rights
ot disabled individuals, and increase the
amount of earnings permitted without
loss of benefits, and for other purposes.

House Resolution 568, Mr. Speaker,
provides for a closed rule, waiving points
of order. Apparently this method has
been pretty well established by precedent
as the method of handling social-secu-
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rity legislation. The rule also provides
for the consideration of amendments
offered by the direction of the Commit-
tee on Ways and Means and one motion
to recommit would be in order. Three
hours of general debate on the bill are
also provided.

Basically, Mr. Speaker, H. R. 9366
would extend old-age and survivors in-
surance coverage to about 10 million peo-
ple who are presently excluded from the
program.

Self-employed farm operators, profes-
sional self-employed people, which would
include lawyers, dentists, architects, en~
gineers, and accountants among other
professional groups, as well as employees
of State and lccal governments, do-
mestic workers, and ministers, would all
be included in this extended coverage of
the old-age and survivors insurance
program.

I might add, Mr. Speaker, it is my

understanding that under the provisions .

of this bill schoolteachers and employees
of various political subdivisions of States
now covered by retirement systems of

‘their own, would not be included under

this bill unless, by a two-thirds majority
they vote to come under the social-
security law; and even in that event
they would continue to receive benefits
from their State or local retirement
systems to which they might belong, and
would also be entitled to social-security
benefits, should they vote to join the
Federal program.

Mr. Speaker, this bill that has come
from the Committee on Ways and Means
is a very important one and one that
has taken months of study and hearings
on the part of that committee and its
staff. If this rule is adopted, the House
will proceed expeditiously to the con-
sideration of the bill,

Mr. Speaker, I reserve the balance of
my time.

Mr. SMITH of Virginia. Mr. Speaker,
I yield 5 minutes to the gentleman from
Indiana [Mr. MADDEN].

Mr. MADDEN. Mr. Speaker, the rule
for H. R. 9366, known as the amend-
ments to the Social Security Act, came
before the Rules Committee this morn-
ing. Unfortunately, the members of the
Rules Committee had very limited time
to read the contents of the 122-page
typewritten bill, setting out numerous
changes and expansions in the present
social-security law. I fully realize that
the members of the Ways and Means
Committee and also the subcommittee of
the Ways and Means Committee, de-
voted almost 6 months in holding hear-
ings and writing the present bill under
consideration. I believe that the Mem-
bers of Congress who are nct members
of the Ways and Means Committee
should have a longer period of time to
study the contents of this bill and also
have the privilege of adding to, striking
out, or changing the bill in any manner
which the majority of the total member-
ship of the House desires.

I am voting for the rule and also sup-
porting this legislation because it brings
about a too-long-delayed expansion in
social-security coverage. This bill adds
approximately 10 million persons to so-
cial-security coverage. The greater per«
centage of the increased coverage is

June 1

made up of self-employed farm operators
and workers. This bill also covers about
400,000 engaged in professions such as
lawyers, dentists, architects, engineers,
accountants, veterinarians, optometrists,
ministers, and so forth. Physicians have
been excluded by the Ways and Means
Committee by reason of the desire of a
great majority of that profession. Also
policemen and firemen who have an ade-
quate retirement system have been ex-
cluded by reason of the request from the
various police and firemen organizations
throughout the country. This bill also
extends coverage to State and local gov-
ernment employees. This will include
city, township, and county employees.
These various local government em-
ployeees who have a retirement system,
can be excluded if they so wish by a ma-
jority of their group voting and if two-
thirds desire exclusion, they will be ex~
cluded from the social-security program.
Approximately 250,000 domestic workers
in private homes will also be included in
this social-security program. The bill
also will include workers engaged in
various other lines of endeavor which
heretofore have been omitted from the
social-security program. '

One of the outstanding features of this
bilt is that it is extending the old-age
and survivors’ insurance coverage. The
details of the increases which will be ex-
tended to retired people and old-age in-
surance income are set out in detail in
the report and also the bill which the
members of the Ways and Means Com-
mittee can more fully explain when the
bill is taken up for debate.

The provisions set out in this bill is a
step in the right direction. The leader-
ship of the Democratic Party has been
fichting for social security and social-
security expansion for the last 20 years.
It is indeed encouraging to see some of
the Republican Members who formerly
have fought and opposed social-security
expansion, to be following the policy
which has been inaugurated by the
Democratic Party and has been con-
tained and set out in every Democratic
platform for almost a quarter of a cen=
tury. The adoption of this legislation
will eventually bring about more security
for the American home, It will also be a
contributing factor to contentment and
happiness among millions which eventu-
ally will prove to be one of our greatest
weapons in curtailing the spread of com-
munism.

Mr. ELLSWORTH. Mr. Speaker, I
yield suclh time as he may desire to the
gentleman from Oregon [Mr. ANGELL].

Mr, ANGELL. Mr. Speaker, I am vot-
ing for H. R. 9366 which is the bill to
amend the Social Security Act and the
Internal Revenue Code so as to extend
coverage under the old-age and survivors’
insurance program, increase the benefits
payable thereunder, preserve the insur-
ance rights of disabled individuals, and
increase the amount of earnings per-
mitted without loss of benefits, 1 am
doing so for the reason that in'my judg-
ment it does set forth some needed im-
provements in social-security legislation
for the aged and disabled, but unfor-
tunately it does not solve the entire prob-
lem nor cover the whole fleld.
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Ever since the Social Security Act be-
came law, from time to time the Con-
gress has enacted amendments extend-
fig coverage to other groups of citizens
and increasing the monthly payments.
However it is still far short of covering
the entire field of all citizens of ‘the
United States who should come within
the protection of the social-security
legislation. The monthly . payments
also, notwithstanding the several in-
creases already adopted and those in-
cluded in this bill, are far short of pro-
viding adequate allowances to permit
the receipients to live in comfort and
health and according to standards we
have. established here in the United
States.

I have long advocated the enactment
of legislation which would cover the en-
tire field on a pay-as-you-~go basis and
would provide adequate annuities to the
elderly people of America, dependent
widows and the disabled and physically
handicapped. I recently appeared be-
fore the Ways and Means Committee in
support of my bill, H. R. 2446, which
embodies the Townsend legislation, urg-
Ing its adoption. If it were possible
H. R. 9366 should be amended so as to
include the provisions of H. R. 2446. But
under the parliamentary setup that is
impossible. This 1rule which will be
adopted is a gag rule and no amend-
ments will be permitted.

In appearing before the Ways and
Means Committee in support of H. R.
2446 and its companion bill, H. R. 2447,
I gave the arguments and reasons why,
in my judgment, the approval of that
legislation by the Ways and Means Com-
mittee should be given and that bill
adopted by the Congress. As I told the
Ways and Means Committee, it is of deep
interest to note the decided trend toward
the adoption of a universal, pay-as-you-
go, old-age security program. Those of
us who through the years have been
fighting for a genuine pay-as-you-go
program are very much encouraged by
the trend of recent events which show
public opinion increasingly supporting
amendments of social security so as to
make its coverage universal and place
it on a pay-as-you-go basis.

As we all know, there is a large num-
ber of worthy aged citizens of the United
States who are not covered by the pro-
visions of existing social security legis=
lation and who cannot qualify to come
under it. Nevertheless the tax for its
support, while contributed in the first
instance through employers and em-
ployees, is in reality borne by everybody,
and it is illogical and unsound to impose
such a tax which protects only limited
and special groups, as is now done.
Under House bill 2446 all citizens would
share in the benefits of the program.

While the President is to be com-
mended for his recommendations for
the extension of social security and in-
crease of benefits—which every Con-
gressman will agree are badly needed—
the coverage still fails to take within
its protective shield all those who are
entitled to be covered, and the benefits,
even increased by the recommendations
of the President, are wholly insufficient
to maintain the elderly people of Amer=-
jca in decency and health according t{o
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American standards. It is not in any
sense enough. 'The time has come for
an overall, comprehensive social-security
program, and the program presented _by
House bills 2446 and 2447 should receive
the consideration of the Congress.

I wish to recall a statement by Ex-
President Hoover, then Chairman of
the Commission for the Organization
of the Executive Department. ¥le said:

I wish to say at once that I strongly fa-
vor Government provisions for protection of
the aged and their dependents. The prob-
lem before the Nation is to obtain a work-
able system, with a minimum of bureaw-
cracy, adjusted to the economic strength of
the country which gives assurance of se-
curity to this group. In my view, we have
not yet found that system.

I feel that Ex-President X oover's
statement is every bit as applicable to-
day as it was then. We do not yet have
any such system.

In his message to this present Con-
gress on social security, President Eisen-
hower urged expansion of coverage and
stated that benefits provided by the
present system are insufficient to com-
bat destitution. Studies of his recom-
mendations leave us convinced that cov=-
erage would still remain inadequate.

In fact,
qualified experts who have examined in-
to the old-age-security problem facing
our Nation have reported the deficien-
cies of the present system and need for
major overhauling or substitution of a
new system therefor. In the field of
collective bargaining between labor and
management, recent years have seen the
development of private plans in indus-
try the reserve funding of which already
totals just about as much as the reserve
fund of our OASI system. In the course
of these collective bargaining sessions
between management and labor, these
private systeras have heen justified on
the basis of the inadequacy of the OASI.

We in America can be justly proud of
our achievements in the development of
our industrial production. It enables
us to stand in the forefront of all na-
tions 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 was a major factor in win-
ning the war; and it remains a major
factor in our international efforts to win
the peace. However, with machine labor
and mass production, we have found
that many elderly people of America, by
reason of the very success we have
achieved in production, are deprived of
remunerative employment in their de-
clining years; and many of them are in
dire need.

_ Existing economic and social condi-
tions force upon us the complex question
of security for the individual in our mod-
ern industrial civilization. Since 1919
the number of self-employed individuals
in the United States has remained fairly
constant at about 9 or 10 million. Dur-
ing the same period our total labor force
has doubled. As our population and
labor force have steadily grown, the per-
centage of self-employed has just as
steadily declined. An ever increasing
percent of our people come to old age
and inability to continue in employment

almost without exception\
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with no opportunity for seilf-employ=-
ment.

The young and vigorous are on the
payrolls of this machine age and the
elderly citizens are relegated to the side-
lines. As a result of this increasing un-
employment of the aged, we are faced
with the problem of social security to
meet the needs for livelirood of this
steadily increasing part of our popula-
tion.

To meet this problem the 74th Con-
gress passed Public Law 271 setting up
the present social security program.
Since that time this law has been studied
repeatedly and amended repeatedly. It
is now before you for further amend-
ments which in many respects are more
extensive than any of the past.

There are nearly 20 bills pending be-
fore this 83d Congress seeking to im-
prove various features of this insufficient
law. After practically 20 years, during
which Congress has dealt with the social
security problem on the basis of the
present OASI system, can more conclu-
sive evidence possibly be demanded that
it is not, as it stands today, a satisfac-
tory answer to the problem?

The failures and shortcomings of the
present system are more than mere theo-
retical failures. What they mean is that
millions of good Americans have lived
out their elderly years under conditions
of tragically unjust, economic hard-
ships; and that up to this moment we
still have done nothing to change that
sorry state of affairs. It is time to real-
ize that we are not going to solve the
problem by continuing this same policy.

The problem of caring for the aged,
the disabled and families bereft of their
breadwinners, as seen today in the eyes
of proponents of the Townsend plan,
and others, is that there are many mil-
lions of such persons in need among us
who are not now, and cannot in the
future, be cared for in an honorable and
just way by the present system of social
security. Under the present system,
millions of old folks and disabled people
receive either hopelessly inadequate sup-
port, or no support at all. While there
are millions of senior citizens too well
off to get an old-age pension, they are
too poor to live decently.

While comparison of the philosophy
and objectives of the Townsend proposal
and the present system shows them to
have much in common, there are marked
differences. Our proposal would give
recognition to the past labors of the
aged and would provide them dividends
from the wealth they helped to create.
It would give this as a matter of right
without any direct relation to specific
monetary contributions. The existing
OASI program gives benefits as a matter
of right, to carefully defined groups, but
ties them to a principle of insurance——
something that each prospective an-
nuitant and his employer buy as they
participate in the productive processes
of the country. Finally, old-age assist:
ance is provided for the aged who, be-
cause of inadequate OASI coverage or
benefits, are in need and should b
helped. :

I believe that annuities should be of=
fered with neither the stigma of charity
nor of poverty. They should be offered
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as dividends from the national wealth
which every citizen helps to create. A
system should be adopted to replace the
complicated, arbitrary and inequitable
provisions of existing law. It should be
one which will have a stimulative effect
upon our economy and one which will
help to inake jobs available to all the
young who will replace the aged as the
latter move into retirement at a decent
standard of living.

A major defect in the present system
is the smallness of individual payments
and their failure to raise the aged to a
decent standard of living. Present pay-
ments, averaging about $50 a month for
insured workers, leave those with noth-
ing else to depend on in an utterly im-
poverished condition; and these benefits
fail miserably in raising the elderly as a
group to anything resembling a fair
comparison with prevailing American
living standards. The old-age insurance
program is based, in respect to the pay-
ments to recipients, upon the contribu-
tions made by the covered self-employed,
employees and their employers. This
principle damages the benefit rights of
workers who encounter economic mis-
fortunes in the course of their lives,
thereby lessening benefits to the very
people who are destined to need and de-
serve benefits the most when they reach
retirement. Therefore, President Eisen-
hower’'s recommendation to ignore a
worker’s worst 4 years of employment
for purposes of computing benefits is 1o
be commended as a desirable improve-
ment.

Another major and pathetic defect is
that the present system attempts to
measure, in terms of fixed dollars, bene-
fits to be paid as long as 50 years in the
future, to workers now just starting their
working lives. Surely by now we have
sufficient experience with the depreciat-
ing value of the dollar to realize the fu-
tility of attempting to determine a fixed
dollar income for retirement 10, 20, or
50 years in advance. Annuitants today,
with fixed incomes based on prewar
values, are able to buy only about one-
half of the food, clothing, and other ne~
cessities their meager annuities would
have provided before the war. Changes
in the purchasing power of the dollar
are so great that the attempts of one
generation to set minimum decent living
standards for succeeding generations, in
terms of fixed dollars, can be satisfactory
only by chance.

In attempting to do this extremely dif -
ficult thing the present system requires
keeping meticulous individual records of
the wage and working activities of 75 to
100 million covered workers over periods
of time running up to 50 years.

It is most difficult to continue under
any system having such basic flaws and
honestly hold forth any hope that the
American people are ever going to have
a satisfactory solution of their social-
security problem. To do so is to delude
ourselves and the public.

Earlier this year, we were all pleased
to witness recognition of many short-
comings of the present system in Presi-
dent Eisenhower’s message to Congress
on social security. I certainly agree
that millions more of our people should
be covered under whatever system we
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have than are covered presently under
OASI. I approve of extension of cover=
age; but I do not agree that the present
system can provide adeguate and secure
coverage for all the American people who
should be covered, unless the system is
so drastically changed as virtually to
repudiate its present principle in respect
to coverage.

I was equally pleased to hear the Presi-
dent characterize the benefits provided
for in the present law as insufficient to
combat destitution. I certainly agree
that benefits, under whatever social-
security program we might have, should
be much higher than those presently
provided.

However, I certainly do not agree that
increasing the minimum OASI benefits
from $25 to $30 a month is enough of a
contribution to combating destitution.
We equally find agreement impossible on
the point that increasing the maximum
benefits from $85 to $98.50 a month is of
general benefit when we realize that such
benefits would go only to workers with
an average earning record of a flawless
$300 2 month. It is clear to me that the
same consideration is true regarding the
proposed maximum of $108 monthly
benefit to be based upon a flawless wage
record in covered employment of $350 a

month. What a stepdown of living.

standards, for a majority of our people
will result, under the benefit formula in-
herent in OASI.

It is only a year ago that our great
problem was to find ways of overcoming
inflation. Now, we have, in the full
sense, at least 4 million unemployed,
costs of living still at their peak, and the
great worry and problem is to combat
deflation, recession, to prevent depres-
sion. Surpluses, resulting in unemploy-
ment, are gathering while we harbor a
system of social security that fails ade~
quately to amplify purchasing power
among those very parts of our population
where purchasing power is most inade-
quate; the aged, the incapacitated, the
widowed mothers with dependent chil-
dren, where purchasing power is pared
right down to the very bone and often
enough right into the marrow.

I am intensely interested in every pos-
sible improvement in any part of our
social-security system, in any way that
will, however slightly, help these people
in need; but I do not accept these im-
provements as constituting the kind of
progress in social security that the Amer-
ican people should have. It is on this
basis that we press with all our ability
for a program that will really solve this
problem once and for all, and as soon as
possible. It is on this basis that I press
for the adoption of the Townsend pro-
gram, for congressional action on social
security through the identical bills, H. R.
2446 and 2447, It is high time to solve
this problem.

The Townsend Plan is flexible. It
would automatically change with chang-
ing.conditions, changing living standards
and purchasing power of the dollar, in
terms of the real value of its benefits.
‘We simply cannot see how any social se-
curity program can securely provide se-
curity for the people unless it is designed
to operate in this way.

June 1

Because of the fact that no such pro-
gram has ever been in operation, direct
statistics do not exist, and it is not pos-
sible, precisely, to calculate the individ-
ual benefits that would be available yn-
der H. R. 2446. However, there do exist
sufficient data on business operations
and on our population to make a per-
fectly reasonable and sound estimate on
the basis. of conditions in recent years.

Continuous study of the program pre-
sented in H. R. 2446, over many years,
enables us to calculate a gross income-
tax rate that would obviously provide a
desired amount of revenue under speci-
fied business conditions. This means
that a given benefit goal, in terms of its
relationship to general living standards,
can be adopted and the needed tax rate
established, so that the resulting benefits
to individuals would then be set in a fixed
ratio to general living standards and eco-
nomic or business conditions. This com-
pletely overcomes the problem of bene-
fits in terms of fixed dollar amounts
which become utterly ineffective as
prices, standards of living, and business
conditions change.

These principles have been found nec-
essary for adequate pensions among na-
tions having much longer experience
with social security than we have. The
Social Security Bulletin of January 1954
features this question in a special article.
It shows Sweden, after 40 years experi-
ence, adopting a cost-of-living adjust-
ment in 1950 and, on top of it, a stand-
ard-of-living adjustment in 1953. Oper-
ating together, these two adjustments
increased Swedish pensions 75 percent
above their 1946 base period. .

Townsend plan benefits would stay in
step, maintaining their real value. It
would only be the development of great
changes, or after long periods of time,
that adjustments would be needed; and
then they would be mere adjustments in
the light of solid and obvious needs.
Once in operation, direct data by which
to calculate precise benefit values and
tax rates would be readily available at
all times. The whole picture 'of social
security, in this respect, would imme-
diately and permanently become auto-
matically available.

Since the amounts payable under the
Townsend plan will be determined by
subtracting administrative ' costs from
tax receipts with the balance being
wholly distributed in the form of bene-
fits, there would be absolutely no sur-
plus; there would be absolutely no debt.
As far as social security is concerned, the
budget would be balanced exactly. The
opposite state of affairs that exists under
the present OASI program is certainly
thoroughly enough known to require no
comment here. '

It is obvious that administration of
the Townsend plan would be tremen-
dously less expensive than the cost of the
present system; especially is this the case
when we realize that the problem would
be fully solved, while under the Pres-
ent program we are far from solving it.

The tax proposed to finance the Town-
send plan is a gross income tax. Prac-
tically every argument that can be raised
against this tax can be raised against
nearly every other tax in.force today.
Two strong counterarguments, however,
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do exist against the so-calied regressive
nature of the proposed tax. The first is
that no tax should be considered apart
from the use to which the revenues de-
rived from the tax are to be put. While
sales taxes, for example, are objection-
able in respect to being regressive, the
laudable purpose of the proposed tax
overcomes this objection. It is apparent
that persons in low-income groups will
receive benefits at relatively small cost,
while people in high-income groups will
pay relatively more for the same benefits.
Under the Townsend plan, all will receive
the same benefits. Therefore, instead of
the tax actually being regressive, its final
effect is progressive. Furthermore, it is
not improper to suppose that the taxes,
to the extent that they are not dissipated
by the positive stimulus that the cur-
rently paid benefits will have on the
economy, will be borne willingly by all in
the realization that by paying a tax to-
day they will guarantee themselves an
honorble annuity when they, too, are
disabled or reach the age of 60. All indi-
vidual, personal incomes in excess of
$250 monthly will be taxed 2 percent.
there will be no other deductions. The
tax will be wholly justified by this direct
and completely reliable benefit to every
taxpayer upon qualifying.

The thought behind this proposal is
this: We have repeatedly experienced
the production of surpluses that could
not be sold with the results of overpro-
duction, underconsumption, and unem-
ployment. Now, again, with industry
having surfeited the postwar demand for
goods long nnavailable, with our rearma-
ment and defense program leveling off,
we are face to face with the same forces;
surpluses are a looming and foreboding
economic fact and unemployment has
reached threatening proportions. The
Townsend plan would help greatly by
creating a new market which would buy
up this accumulating surplus; it would
keep industry going; it would prevent
unemployment; simply everybody would
benefit by escaping the great losses which
these situations cause to just about
everybody, big or small.

Early this year the Senate had quite
an open discussion of agricultural sur-
pluses, revealing the astronomical fig-
ures to which they had risen, with some
331 million pounds of butter, for exam-
ple, in Government storage at that time,
However, it has also become clear that
agricultural surpluses are only a part of
the picture. Right across the board of
jndustry and business, accumulating in-
ventories, failing demand and conse-
quent unemployment—which further de~
preciates demand—have been mounting
concerns. The construction of the
Townsend bill has been dictated by the
obvious fact that raising the tragically
inferior living standards of the aged and
other disabled citizens to general Amer-
jean standards would enable these mil-
Jions of people to purchase and consume
these otherwise recurring surpluses of
every kind. It is our contention that a
fully adequate social-security system of
this design would, in the long run, not
only solve the social-security problem
once and for all, but would also have a
steady, stimulative effect on our general
economy which would benefit virtually
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everybody. The economic results would
offset the theoretical costs of such a pro=
gram, completely.

Under such conditions of stabilized
prosperity, subject to the powerful forces
of expansion and economic growth
which we, as a Nation, have proven our=~
selves capable of, there would be a great-
er and more confident opportunity for
every individual in our land to work, to
earn, to risk and to invest without the
plague of surpluses with their costs and
losses constantly recurring. What other
way is there ever to absorb our sur-
pluses except to create the market that
can buy them and use them?

This is no longer only the idea of the
Townsend movement. In recent times,
there has been a constantly growing de-
mand for action to increase buying pow-
er in our economy. Even tax-reduction
has been proposed for this purpose on
the theory that more money would be
left in consumers’ hands. A very not-
eble instance in the business world was
the observation of Mr. T. V. Houser, vice
president of the Sears, Roebuck & Co., in
addressing the recent national conven-
tion of the National Retail Dry Goods
Asssociation. He spoke of pension plans
as permitting people to spend in a way
that would not be “prudent if the pro-
tection afforded by these funds did not
exist. The average fainily can more near-
1y use current income for the immediate
enjoyment of better living standards.
Families having to draw on such funds
when extended illness or retirement
comes have more current income for a
sustained standard of living than would
otherwise¢ be the case.” He further ex-
plained that pension plans bring about
“an accumulated buying power, increas-
ing year by year, which in previous dec-
ades did not exist at all.”

Mr. Speaker, all of us have long been
fully aware of the continuous receipt
by Members of Congress of the endless
flow of mail from constitutents, reveal-
ing the widespread, shameful shortcom-
ings of the present act, especially em-
phasizing its failure to give any relief
to millions of already aged people. This
has been going on year after year.

In spite of the many efforts to improve
this act by amendments, dissatisfaction
has grown with the passage of time. As
more and more people who have been
basing great hopes on our social-security
system have come to the point where
they have had to depend on it for sup-
port, too often disappointinent and dis=-
illusionment have been their rewards.

The further we go in our technologi-
cal development in the field of produc-
tion, the more critical and intense this
whole problem is going to become. The
President has said that we do not need
to rely upon the demands of war and de-
fense in order to have economiC Dpros-
perity; and with this view nobody could
possible agree more completely than we
do. However, it is perfectly plain to us
that the present social-security program
offers tdo. little toward this great ideal,
It is equally clear to us that a sufficient
social-secyrity program will contribute
tremendously to it.

Now, in approaching the end of these
remarks, I wish to speak about the actual
specifications of H. R. 2446. Ouw studies

7421

have shown us that there is a great gap
between the average living standards of
the American people as a whole and the
living standards of the aged. Although
we have a social-security program, op-
erating at Federal, State, and local lev=-
els; although we have many thousands
of private pension and welfare funds;
Federal, State, and local retirement sys=
tems for public employees; the railroad-
retirement system; life insurance; al-
though we have all of the many efforts
of the American people to provide for
future security by saving and invest-
ment—and these complicated efforts are
mighty, indeed, in their cost—yet the
latest official data from the Census Bu-
reau, showing the distribution of con-
sumer income, reveal the elderly people
still enduring income levels barely better
than one-third of the national average.
This is inclusive of all the income they
receive in the form of benefits from any
and all existing programs and resources.

H. R. 2446, based on the 2 percent gross
income-tax it proposes, would provide
benefits which would replace many of
these programs now eXisting—such as
OASI and OAA-—and would, in addition,
bring the elderly people to close equality
of income with other groups. The aged
as a group would no longer endure in-
feriority and dependency; they would be
equal as a group and none of them would
have less than the Townsend plan pen-
sion—close to $130 monthly as of 1952, or
close to $140 monthly as of 1953. As it
is, not only is the income average of the
aged about one-third the general aver=-
age, but over 25 percent of the aged are
completely dependent having absolutely
no money income from any source.

It is time to have done with poverty
and despair as the final rewards of life.
Let us have full freedom and equality
for our aged and disabled, and with it let
us have unprecedented prosperity.

Mr. ELLSWORTH. Mr. Speaker, I
yield 5 minutes to the gentleman from
Michigan {Mr. HOFFMAN].

Mr. HOFFMAN of Michigan. Mr,
Speaker, apparently some social-secu-
rity legislation is necessary because in
the last 10, 15, 20, or 30 years the sit-
uation in this country has become such
that it is almost impossible for an in-
dividual to provide, as we did in days
gone by, for his own old-age security.
Farmers are to be forced in—doctors and
some others kept out. Either all should
be in or those who do not choose to be
in should be left out. Of course, all who
are unable to care for themselves—and
that through no fault of their own-—
should be cared for.

I have heard considerable about un-
employment lately and the necessity for
a Federal program in order to create
employment. But last week a constit-
uent phoned me and said he was trying
to get a Cadillac for his nephew but was
unable to do so. He wanted to see if
I could not talk to a sales agent down
here and help out. At one time I had
helped him get a Cadillac, not by con-
tribution to any part of the purchase
price but by talking to the general man=-
ager of a sales agency. I told him
that I would try. So I called the agent
and do you know what he told me? He
said, “Now, do not go bothering about
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this for it will take 6 months before your
friend can get a Cadillae.”

I guess Cadillacs are made up there
in Michigan. I have heard my colleague
from Detroit [Mr. RABaUT], a very dis-
tinguished and able Representative, talk
about unemployment in Detroit. Now,
what is the matter? Is General Motors
getting too many Government con-
tracts? Are they too far behind? Or
why is it that this man with money to
spend cannot get a Cadillac? You tglk
about giving people more money to in-
crease their purchases. I wish some-
body would find out about this so that
this gentleman would quit asking me.
He has money to spend. But he cannot
get the car of his choice. I do not want
to be investigated for using undue in-
fluence, even with General Motors. I
do not know whether it is unemploy-
ment or what it is. I suggested they
buy a Ford or a Chrysler or an Oldsmo-
bile or go to the secondhand yards. I
have been up and down the streets, seen
car after car, hundreds of them, yes
thousands of them, waiting for some-
body to put in some gasoline and, if
possible, drive it away.

Mr. RABAUT. Mr. Speaker, will the
gentleman yield?

Mr. HOFFMAN of Michigan. I yield
to the gentleman from Michigan.

Mr. RABAUT. I was just thinking
that it might be a good idea to get that
man’s name and address because I think
there are a few dealers he will hear from.

Mr. HOFFMAN of Michigan. Oh, the
gentleman is looking for a commission.
I want the credit for doing that if I can
get it. ’

Mr. SMITH of Virginia. Mr. Speaker,
I yield 5 minutes to the gentleman from
Texas [Mr. LYLE].

Mr. LYLE. Mr. Speaker, I am op-
posed to this type of rule. Of course, I
have no objection to the House consider-
ing a social-security bill. I am conscious
of the fact that this great Committee on
‘Ways and Means has labored very hard
on this legislation, but we do violence to
our own intelligence, to our own respon-
sibilities, when we bring in a rule which
disfranchises the Members of the Con-
gress. The Members on the Democratic
side of the Committee on Rules made the
very simple request that this rule provide
that any Member of this House might be
able to offer an amendment striking any
portion of this bill, not adding to it, not
extending the field, but simply the privi-
lege, as a United States Representative
electcd by the people, of offering an
amendment to strike a portion of the bill
which a Member might feel was not to
the advantage of the American people.
We were defeated. I have too much re-
spect for you Members of this House on
both sides to ask you to vote for a rule
making in order a bill which you ean do
nothing about. You cannot even read it
becausc it is too long,

It is wrong, gentlemen. I know it has
been done under Democratic adminis-
trations. I thought it was wrong then.
I know it has been done under Repub=
lican adnministrations. I still think it is
wrong: 435 intelligent men and women,
elecred by the people, disfranchised by
their own vote on this rule, throwing
up their hands and saying “We cannot
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pass intelligently on this legislation un-
less you permit us simply to say ‘Yes’ or
‘No’.” I am opposed to that because I
respect your intelligence and your re-
sponsibilities too highly.

Mr. ROGERS of Florida. Mr. Speak~
er, will the gentleman yield?

Mr. LYLE. I yield to the gentleman
from Florida.

Mr. ROGERS of Florida. I just want
to say to the gentleman that he has al-
ways been mighty sound in his thinking
on legislation, and I think he is emi-
nently correct in opposing a rule where
a Member of the House can offer no
amendments. Now, there are scveral
provisions in this bill that none of us
will agree to, I think. They exempted
in this bill physicians, but as to the
dentists it is specific. The dentists do
not want to come under the provisions
of the bill any more than the doctors..

Mr. LYLE. The violence is not to
the dentists but to the system of gov-
ernment which takes away the right of
a Representative to pass intelligently
upon sections of the bill.

Mr. ROGERS of Florida. I agree with
that. This is just one concrete illus-
tration. Now, some of you will have to
vote for some bad parts in order to get
some good parts in the bill.

Mr. LYLE., If you vote for the bill,
you will vote for some of the parts you
do not like.

Mr. SMITH of Virginia. MTr. Speaker,
I yield 9 minutes to the gentleman from
Mississippf [Mr, CoLMER].

Mr. COLMER. Mr. Speaker, when
this social security bill was up in 1949,
along with other Members, I opposed
what was termed a gag rule. I opposed
that under a Democratic administration.
I oppose it this morning under a Repub-
lican administration.

Mr. Speaker, I am in thorough accord
with the gentleman who just preceded
me, the distinguished gentleman from
Texas, [Mr. LyLel. Why should we in
this House disfranchise ourselves so far
in the consideration of this legislation
when the other body will, no doubt, take
as much as 2 or 3 or 4 weeks to consider
this legislation?

Here is a bill of some 122 pages. The
Committee on Ways and Means consid-
ered it for months. Then they brought
it to the Rules Committee this morning
and asked for a closed rule under which
you cannot dot the i or cross the t. In
addition to that, we are asked to waive
the requirement of its lying over for an
additional 24 hours before it may be con-
sidered by the House.

Why all the haste? The great Speaker
sitting here is quoted in the press as say-
ing that we will be ready to adjourn by
July 1. The majority leader in the other
body says we will get out around the 1st
of August. The minority leader in the
other body says we will get out around
the 15th of August. In other words the
House is a month or more ahead of the
Senate on the adjournment schedule.
Yet we are going to consider this bill
all in 1 day, having run it through the
Committee on Rules and put it through
the hopper in 1 short day; and there will
not be 2 Members of this body, other
than the Ways and Means members—
aend I say this with no reflection upon
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anyone, because I will be 1 of them—
who will have read that bill. The Mem-
bers have not had an opportunity to read
jt. It has just been made available
today.

Mr. Speaker, we are going to make a
rubber stamp out of this House if we
continue to legislate in this manner.

What are we going to do here today?
We are going to pass this bill today, and
I suspect I am going to vote for it. But
I do not like the method of its considera-
tion. We are going to pass it today, and
then we may have a program tomorrow
and we may not. But I will make the
prediction, and I do not write any col-
umns either, and I am not a prophet,
but I make the prediction that this House
will not be in session more than two-
thirds of the time between now and ad-
journment. Yet we have to rush this
thing through today. We are going to
lose further caste as a legislative body if
we continue to legislate in this manner,

My friend from Texas pointed out a
moment ago that we tried to provide in
the rules, in the committee for a little
simple amendment as to whether you,
representing your congressional district,
could offer an amendment to strike out
one little provision of this bill if you
wanted to. But we were told that would
be discrimination. The great Ways and
Means Committee did some discriminat-
ing in the consideration of this bill.
When the medical profession raised a
great ruckus, it said, “All right, we will
let you out.” Well, as somebody else has
pointed out here, we have heard from
some people here who are raising some
ruckus too. All I am asking, Mr.
Speaker, in all good faith and in all good
humor, and with ill will toward none, is
that this House be given the opportunity
to consider this matter under the regular
procedure, and for that reason I am go-
ing to vote against the rule.

Mr. ELLSWORTH. Mr. Speaker, I
yield 1 minute to the gentleman from
Pennsylvania [Mr. Scorrl.

"Mr, SCOTT. Mr. Speaker, I am not
going to get into any controversy be-
cause I very well recognize that after all
the tumult and shouting dies, most of the
Members of the House are probably go-
ing to support this measure which re-
gardless of the party which may be in
power represents the desire of the citi-
zens of this country who by their own
contribution and the aid of the Federal
Government under this system are en-
titled to expect a stable and continuing
Government policy. This bill extends to
approximately 10 million people, benefits
of the Social Security System. It ex-
tends the coverage and it expands the
benefits. It is part of the President’s
promise to the American people in his
campaign and in his state of the Union
message. This represcnts a keeping of
that promise. I am for the rule and for
the bill.

Mr. SMITH of Virginia. Mr. Speaker,
I yield myself the remaining time.

Mr., Speaker, this bill contains 122
pages. Obviously, Members of the House
have no idea what is in it although they
are called upon to vote for it and pass it
today.

I asked for a copy of the bill when I
arrived on the floor a few minutes ago,
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and there were no coples available.
Within the last few minutes they have
been delivered from the Printing Office,
and I have just obtained one of those
copies.

This is an extension of the Democratic
policy of social security. I differ with
the gentleman from Pennsylvania [Mr,
Scorr]l, who has just addressed the
House, saying that this was. a part of
President Eisenhower’s program. This
was a part of President Roosevelt’s pro-
gram and a part of President Truman’s
program. The difference between us is
that under the Democratic program for
social security it was recognized that it
was a tremendously complicated subject,
that it was a subject that would require
years of practice and study, public ac-
ceptance, and gradual coverage. So we
began in a small way to introduce the
social-security program. I voted for it.
We recognized, and I think the House and
the country at that time recognized that
it was a program that had to go by pro-
gressive stages; that it had to have the
knowledge and approval of the general
public before it could be successful and a
permanent program.

The difference between us this morn-
ing and the Democratic policy is that
while we have tried to carry on a pro-
gressive, gradual program that would
make extended coverage over the years
as the public became educated to social
security, my friends this morning want
to undertake to make the whole leap in
1 day. They want to cover the surface
of the earth before we have an oppor-
{unity to educate the public to this pro-
gram. I do not know why they should
have concluded that we had to do it
today; that we would not have time to
debate it; that we would not have time
to talk about who should be included,
and would not have time to talk about
the opportunity to offer amendments.
We have got the whole week before us,
but the program seems to be that it must
be put through this day if it is ever go-
ing to be put through. Perhaps if this
bill and this 100-page report were circu-
lated sufficiently among the Members
there might be some objections to the
passage of this bill. Anyway, it must be
put through today as a- Republican pro-
gram, as the result of a platform promise.
I do not know why it has to be put
through so suddenly and why the cover-
age had to be so extended, unless it is the
fact that my friends on the left figure
they might not be in control too long,
and they had better get this thing over
while they can.

I object to the feature of this bill that
prohibits you from offering any amend-
ment. I think that requires a little dis-
cussion and a little understanding. ‘We
all agree that on an ordinary tax bill it
is not feasible or bractical to write it
on the floor of the House, and therefore
we have adopted the theory that we
have closed rules on tax bills. But all
we asked for in the Rules Committee
was that the individual Members of this
House be given an opportunity to offer
amendments to designate what classifi-
cations of persons should be included.
You will note, if you have gotten far
enough in this 100-page report, that un-
der the compulsory program all profes-
sional classifications are included in
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this bill. They include lawyers, den-
tists, architects, engineers, accountants,
funeral directors, osteopaths, chiroprac-
tors, veterinarians, naturopaths, what-
ever they are, ministers, and Christian
Science practitioners. The funny thing
about it is that they exempted doctors.
I asked somebody if it was not a fact
that the only reason they exempted doc-
tors was that they made more noise than
anybody else, and therefore they were
exempted. The other professions, which
perhaps did not know anything about it,
are being included in this program and
are forced to enter into this program
against their will.

What I have asked-—and I am going
to pursue it further on the floor by ask-
ing that the previous question be voted
down. The committee has put in these
classifications. I am going to ask that
the previous questions be voted down,
and, if it is voted down, I shall offer this
amendment that this shall be an excep-
tion to the closed rule and provide that
any Member may ofier an amendment
to exclude any classification or occupa-
tion or to include an additional classi-
fication.

The reason for that is that there are
some classifications that Members here
on the floor think ought to be included,
classifications that want to be included
that are discriminated against and are
not inciuded. So why should not this
House, which is supposed to do the leg-
islating, why should they not have the
opportunity not of amending the tax
rate, not amending what the tax shali
be, but just saying what classification
shall be included and what classification
shall be excluded?

Take the farmers; let us consider the
farmer for a minute. The doctors know
what is going on up here; they have
their organization, and when something
happens here that affects the doctor,
you hear from them very quickly.
Many of these old farmers out in the
country do not belong to any of these
farm organizations; they do not know
what is being done for or to them. But
if this bill passes, every farmer in your
district if he makes as much as $400 a
year is going to have to pay a social-se-
curity tax no matter whether he wants
to come under or whether he does not
want to come under, and that applies to
every other classification in here.

I am just opposed to this compulsory
inclusion in social security of any class
of citizens. But that is not the question
here this morning; the question is which
of these classifications, or whether this
House shall have the opportunity to say
that we want to include this classifica-
tion or we want to exclude this classifica~
tion. So my proposal will be to let the
House either enlarge the classifications
or restrict the classifications.

It does seem to me that in a demo-
cratic body-—although we have got to
pass this bill it seems today—that in a
democratic body such as the House of
Representatives that the membership
should at least have the opportunity to
say what classification they want to in-
clude and what classification they wish
to exclude.

This bill imposes a burden upon the
already overburdened taxpayers of the
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country, because under this bill before
this tax rate reaches its maturity there
will be a tax of 8 percent upon employers
and employees, upon farmers, domestics,
and what have you. They raised the tax
rate progressively in this bill so that a
person of very moderate means may find
himself in years to come confronted with
a tax of somewhere between $250 or $300
a year on this social security. So you are
putting quite a burden on the people.

This is not any little thing you are
putting on the people of America, and it
does seem to me that there ought to be
full time for discussion, there ought to
be full opportunity for amendment,
especially as to the classifications to be
included or excluded.

Mr. ABERNETHY. Mr. Speaker, will
the gentleman yield? ‘

Mr. SMITH of Virginia. I yield.

Mr. ABERNETHY. I am interested
in what the gentleman has had to say
and I thoroughly agree with his views.
Now may I ask the gentleman this ques-
tion: Do I understand this bill to pro-
vide that every farmer in this country,
of which there are about 7 million, will
be forced under this program, if he earns
as much as $400 a year?

Mr. SMITH of Virginia. Yes.

Mr. ABERNETHY. If it be that a
farmer does not desire to come under it
and he does not pay this tax, does that
mean that an agent of the Federal Gov-
ernment will be out on his farm attach-
ing his property for the purpose of forc-
ing him into a program that he does not
wish to participate in?

Mr. SMITH of Virginia. The same
rule that affects the collection of other
taxes will prevail in this case.

Mr. ABERNETHY. Itmeansthen that
quite a raft of tax collectors will be raid-
ing the farms of thousands of men in this
country, farmers who definitely will not
want to come under this program.

May I ask the gentleman a further
question: Does this rule provide that no
Member may offer an amendment to
make the coverage voluntary?

Mr. SMITH of Virginia. Yes.

Mr. ABERNETHY. Such as making
it voluntary for the farm people to come
under the coverage?

Mr. SMITH of Virginia. What I tried
to explain was this: This is what is
known as a closed rule, sometimes called
a gag rule. You cannot offer any amend-
ments.

Mr. ABERNETHY. Ithink we are go-
ing to have a lot of Federal tax collectors
working around the farms collecting
taxes which of itself will probably in-
crease the Federal payroll by two or three
hundred thousand employees just for the
purpose of collecting social-security
taxes. They will be nothing but a com-
mon nuisance.

Mr. HOFFMAN of Michigan.
Speaker, will the gentleman yield?

Mr. SMITH of Virginia. I yield to the
gentleman from Michigan.

Mr. HOFFMAN of Michigan. Iam not
familiar with the provisions of this bill.
Is it true that the owner of a farm will
have to pay something to the Federal
Government and that he comes under
this?

Mr. SMITH of Virginia. Oh, yes, if
he makes $400 a year or more.

Mr.
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Mr. HOFFMAN of Michigan. Suppose
he does not work on the farm and the
profit is $400°?

Mr. SMITH of Virginia. If he rents
his farm he does not have to come undex
it. That is if he rents his farm out.

Mr. HOFFMAN of Michigan. But he
has to pay taxes on the upkeep and so
forth.

Mr. SMITH of Virginia, If he is a
farmer and makes $400 a year.

Mr. ABERNETHY. The only way we
can get out of this parliamentary situ-
ation, this gag rule, and have the privi-
lege of offering an amendment is to vote
down the previous question?

Mr. SMITH of Virginia. Vote down
the previous question and accept the
amendment I shall offer; then you may
vote to include or exclude any classifi-
cation.

Mr. ELLSWORTH. Mr. Speaker, I
vield 10 minutes to the gentleman from
Indiana {Mr. HALLECK].

Mr. HALLECK. Mr. Speaker, this
sort of debate is not new on matters of
this kind. I have been present here
when the same arguments were made be-
fore. Undoubtedly they are made in
good faith, in complete sincerity, and
with a considerable degree of persua-
siveness. However, the plain fact re-
mains that for 15 years extensions of
social security have been handled under
this type of rule. I think it is complete-
ly understandable why that is done.
This is a highly complicated piece of
legislation and beyond that there is the
matter of the necessity of actuarial
soundness with respect to the bill as a
whole.

The bill is built upon that basis. Prob-
lems of coverage and others involved
in the consideration of actuarial sound-
ness are involved. To undertake to re-
write the bill on the floor of the House
would likely get us into the sort of situ-
ation that has convinced us over the
years that tax bills from the Ways and
Means Committee should be considered
under closed rules.

Mr. COLMER. Mr. Speaker, will the
gentleman yield?

Mr. HALLECK. 1 yield to the gentle-
man from Mississippi.

Mr. COLMER. I am sure that my dis-
tinguished friend does not want to mis-
lead anybody. He would not dc it, let
us put it that way, But if the state-
ment that he made that for 15 years this
sort of bill has been considered under a
closed rule is correct, then the informa-
tion that I have is incorrect. The in-
formation I have is that only twice has
it been considered that way.

Mr. HALLECK. No. I do not know
where the gentleman got his informa-
tion, but may I say, anticipating that
something like this might develop, I had
a check made by one of the employees of
the House whose word the gentleman
would not question or whose thorough-
ness the gentleman would not question.
He is the source of my information.

Mr. COLMER. Mr. Speaker, will the
gentleman yield for a brief statement?

Mr. HALLECK. Yes.

Mr. COLMER. May I just say to the
gentleman that my information came
from the same source.
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Mr. HALLECK. I trust that the gen-
tleman is not accusing me of misquoting
the source. .

Mr. COLMER. 1 certainly am not.
What I meant to say was that my infor-
mation came also from a trusted em-
ployee of the House.

Mr. HALLECK. Well, I have some
very vivid recollections, too, of the man-
ner in which we have approached these
propositions. As the gentleman knows,
I served on the Committee on Rules. I
understand you can make a great speech
about a closed rule and what an awful
thing it is to have a closed rule, but
recognizing the practicalities of the
situation when I was in the minority on
the Committee on Rules, I went along
with many closed rules because it seemed
to me to be the way to expedite the busi-
ness of the House.

While I am talking about that, let me
just say this to my friends who appar-
ently think we should put this legislation
off until the last week, that we all recog-
nize this will have to go to the other
body, hearings will need to be lield, and it
should be obvious to all of us that the
quicker we get these measures over to
the other body, why. the better chance
we have to get action completed and
adjourn in a reasonable time. It strikes
me as being inconsistent, on occasion, to
say that the House is not doing anything,
the House of Representatives is not get-
ting anything done, but here apparently
it is suggested we are getting too much
done,

In connection with the coverage, we
already have 62 million people under the
social-security program. Some people
thought that when the Republicans won,
we expected to come down here and re-
peal the social-security law. You know,
that would be a little rough for me, be-
cause one of the first speeches I made in
the House of Representatives was for the
social-security proposal when it was first
before the Congress. So, I would have
to be doing a very, very wide turn-
around in order to be for repeal. We
might as well recognize the fact that
the social-security program is here; it
has become an integral part of our econ-
omy, and as far as I am concerned, as
we extend its coverage, making it more
nearly universal, then the better off we
will be, because if you can get universal
coverage, then you will no longer need
the public-assistance program, because
people will be taken care of under this
program. To my mind, that is a desir-
able thing.

May 1 point out another thing?
Everyone is paying for this program,
whether you are getting the benefits or
not. A part of it is in the cost of every
automobile you buy or every tractor the
farmer buys, the shoes you wear on your
feet.

The gentleman from Virginia said
that some people in the other professions
do not know about what is going on with
respect to this bill. It was my privilege
Just a week ago to be out in the great
State of Ohio speaking before the Ohio
State Bar Association. I did not press
the matter of social-security legislation
there in what I had to say, but while I
was present the Ohio State Bar Associa-
tion adopted a resolution, speaking for
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the lawyers of that State, asking that
they be included in this program,

Mr. SECREST. M. Speaker, wil] the
gentleman yield?

Mr. HALLECK. I yield to the gentle-
man from Chio.

Mr. SECREST. I have read this re-
port, and I think that these amendments
are some of the finest ever proposed, I
think the provision to include farmers is
one that will meet with the abproval of
90 percent of the farmers of this coun-
try, and I am going to vote for the bill
in order to keep it from being whittled
to death.

Mr. HALLECK. The gentleman from
Virginia said he is going to ask the
membership to vote down the previous
question, which would mean that the
rule then would be open for amendment.
If the precedent that has been estab-
lished, may I say again, for 15 years is to
be upset, vote down the previous ques-
tion. However, I do not believe that is
going to be done. The great Committee
on Ways and Means has worked dili-
gently and carefully on this bill.

When they came along with various
provisions, statements were made to the
press as to what was being done, so I do
not think it is quite fair to say that none
of us knows what is in the bill. Wheth-
er you have read all the bill or not, every
one of us has had an opportunity to be-
come acquainted with what is in the bill
and to know about it.

Mr, JAVITS. Mr. Speaker, will the
gentleman yield?

Mr. HALLECK. I yield to the gentle-
man from New York.

Mr. JAVITS. 1 am strongly in favor
of this bill. If we open it up for amend-
ment, it could be much less modernized,
rather than more; therefore, those of us
who are in favor of the most moderni-
zation, should be against opening up
this rule to amendment.

Mr. HALLECK. Whether it would
make for more or less modernization, I
do not know, but I do say that the com-
mittee has done a good job with this bill.
I think it would be a mistake to throw
it open for amendment on the floor.
Certainly the people on my side of the
aisle should not be too concerned about
this rule, because we have been having
this sort of rule for a long time. To my
friends on the right I cannot conceive of
their backing up on the program or the
method of consideration that was estab-
lished by them, backing up just because
Republicans happen to be in power at
this time.

Mr.-REAMS. Mr, Speaker, will the
gentleman yield?

"Mr. HALLECK. I yield to the gentle-
man from Ohio.

Mr. REAMS. I have had correspond-
ence from some doctors who want to
come in under this program. Is the en=
tire profession excluded?

Mr. HALLECK. As I understand it,
the entire profession is excluded. Of
course, it should be kept in mind that the
minority has the right to make a motion
to recommit if they wish. That motion
may be as limited or as broad as anyone
wants to make it. But that is a method
that would be open, I might say to the
gentleman from Ohio [Mr. Reams], if
one were opposed to the bill—of course,
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he would have to be opposed to the bill
to qualify to make a motion to recommit.

Mr. MORANO. Mr. Speaker, will the
gentleman yield?

Mr. HALLECK. I yield.

Mr. MORANO. I have had messages
from doctors indicating that they wanted
to be excluded from the program.

Mr. HALLECK. Of course, we have
had messages from both sides. May I
conclude by saying, with particular ref-
erence to my colleagues on my side of
the aisle, that in 1950 Republican Mem-
bers of the House and Senate drafted a
statement of principles and objectives.
This was subsequently endorsed by the
Republican National Committee and in
essence it went into the 1952 platform.
With respect to social responsibility we
said this:

The obligation of Government to those in
need has long been recognized. Recognizing
the Inequities and injustices of the present
program of social security, we urge:

A. The extension of the covVerage of the
Federal old-age and survivors insurance pro=-
gram, reduction of eligibility requirements,
and increase of benefits to a more generous
level, with due regard to the tax burden on
those who labor.

B. A thoroughgoing study of the program
of more nearly universal coverage, including
the principle of pay as you go.

This measure that is before us repre-
sents a compliance, a fulfillment of that
promise that we made.

I say that the motion for the previous
question should not be voted down, and
that we should go on to the adoption of
the rule and the adoption of the bill.

The SPEAKER. All time has expired.

Mr. ELLSWORTH. Mr. Speaker, I
move the previous question on the
resolution.

The SPEAKER. The question is on
ordering the previous question.

The question was taken; and on a divi-
sion (demanded by Mr. SmitH of Vir-
ginia) there were—ayes 112, noes 30.

Mr. ABERNETHY. Mr. Speaker, I
object to the vote on the ground that a
quorum is not present, and make the
point of order that a quorium is not
present.

The SPEAKER. Obviously a quorum
is not present.

The Doorkeeper will close the doors,
the Sergeant at Arms will notify absent
Members, and the Clerk will call the roll.

The question was taken; and there
were—yeas 270, nays 76, answered “pres~
ent” 1, not voting 87, as follows:

[Roll No. 77}

YEAS—270

Adalr Bishop Campbell
Addonizio Boggs Canfield
Allen, Calif, Bolling Cannon
Andresen, Bolton, Carnahan

H. Carl Frances P. Carrigg
Andresen, Bolton, Cederberg

August H. Oliver P. Chenoweth
Angell Bonin Chiperfield
Arends Bosch Chudoft
Auchincloss Bow Church
Ayres Bowler Clardy
Bailey Boykin Clevenger
Baker Bramblett Cole, Mo.
Barrett Bray Cole, N. Y.
Bates Brown, Ohio Coon
Beamer Broyhill Cooper
Becker Buchanan Coudert
Belcher Budge Cretella
Bennett, Mich, Burdick Crosser
Bentley Busbey Crumpacker
Bentsen Byrd Cunningham
Berry Byrne, Pa. Curtis, Mass.
Betts Byrnes, Wis, Curtis, Nebr.
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Price
Prouty
Rabaut
Radwan
Rains
Ray
Rayburn
Reams
Reece, Tenn.
Reed, Ill.
Reed, N. Y,
Rees, Kans.
Rhodes, Pa.
Roberts
Robslon, Ky.
Rodino
Rogers, Mass.
Sadlak
St. George
Saylor
Scherer
Scott
Scrivner
Secrest
Seely-Brown
Shafer
Sheehan
Shelley
Sieminski
Simpson, Ill.
Small
Smith, Kans.
Spence
Springer
Stauffer
Stringfellow
Sulllvan
Taber
Talle
Taylor
Thomas
Thompson,
Mich.
Tollefson
Trimble
Van Pelt
Van Zandt
Vinson
Vorys
Vursell
Walnwright
‘Walter
‘Wampler
‘Warburton
Westland
‘Wharton
Wickersham
Widnall
Wier
Wigglesworth
Willlams, N. J.
Willlams, N. Y,
Wilson, Ind.
Withrow
Wolcott
‘Wolverton
Young
Zablockl

Pelly

Poage

Priest
Regan
Robeson, Va.
Rogers, Fla.
Rogers, Tex.
Schenck
Selden
Shuford
Smith, Miss.
Smith, Va.
Steed
Teague
Thompson, La.
Thornberry
Tuck

Watts
‘Wheeler
Whitten
Wwilliams, Miss.
Willis
Winstead
Yates

Camp
Carlyle
Celler
Chelf

Dague Jones, Ala.
Davis, Wis. Judd
Dawson, Utah Karsten, Mo.
Deane Kean
Delaney Kearney
Derounian Kearns
Devereux Kee
D’Ewart Kelley, Pa.
Dollinger Kelly, N. Y.
Dondero Kilday
Donovan King, Calif.
Dorn,N.Y. King, Pa.
Eberharter Kirwan
Edmondson Klein
Ellsworth Knox
Evins Laird
Fallon Lane
Feighan LeCompte
Fenton Lesinski
Fine Lovre
Fino McConnell
Fogarty McCormack
Forand McCulloch
Ford McDonough
Frelinghuysen McGregor
Friedel Mclntire
Gamble McVey
Garmatz Mack, T11.
Gary Mack, Wash.
George Madden
Golden Magnuson
Goodwin Mallliard
Gordon Marshall
Graham Meader
Granahan Merrill
Green Merrow
Gregory Metcalt
Gross Miller, Kans.
Gwinn Miller, Md.
Hagen, Calif.  Miller, Nebr.
Hagen, Minn. Miller,N.Y,
Hale Mills
Halleck Mollohan
Hand Morano
Harden Morgan
Harrison, Nebr. Moss
Hart Moulder
Harvey Multer
Heller Mumma
Herlong Natcher
Heselton Neal
Hess Nelson
Hill Nicholson
Hillelson Norblad
Hinshaw Oakman
Hoffman, Mich. O'Brien, I11.
Holifield O’Brien, Mich.
Holmes O'Brien, N. Y.
Holtzman O'Hara, Il1.
Hope O’Konskl
Horan O'Neill
Hosmer Osmers
Howell Ostertag
Hruska Perkins
Hyde Pfost
Javits Philbin
Jenkins Pillion
Jensen Poff
Johnson, Wis. Polk
NAYS-—176
Abbitt Gathings
Abernethy Gentry
Albert Grant
Alexander Haley
Andrews Hardy
Aspinall Harrison, Va,
Battle Ikard
Bennett, Fla. Jarman
Brooks, La. Jonas, N. C.
Brooks, Tex. Jones, N. C.
Brown, Ga. Keating
Burleson Keogh
Chatham Landrum
Colmer Lanham
Curtis, Mo. Lantaff
Davis, Ga. Long
Davis, Tenn. Lucas
Dempsey McCarthy
Dies McMillan
Dorn, S.C. Mahon
Dowdy Matthews
Fernandez Murray
Fisher Norrell
Forrester Passman
Fountain Patman
Frazier Pattcn .
ANSWERED “PRESENT"—1
Lyle
NOT VOTING-—87
Allen, II1, Boland
Ashmore Bonner
Barden Brownson
Bender Buckley
Blatnik Bush

Condon

7425

Cooley Holt Rhodes, Ariz.
Corbett Hunter Richards
Cotton Jackson Riehlman
Dawson, Ill. James Riley

Dingell Johnson, Callf. Rivers

Dodd Jonas, I1l. Rogers, Colo.
Dolliver Jones, Mo. Rooney
Donohue Kersten, Wis. Roosevelt
Doyle Kilburn Scudder
Durham Kluczynski Sheppard
Elliott Krueger Shert

Engle Latham Sikes

Fulton Lipscomb Simpson, Pa.
Gavin Machrowicz Smith, Wis.
Gubser Martin, Jowa Staggers
Harris Mason Sutton
Harrison, Wyo. Miller, Calif. Thompson, Tex.
Hays, Ark. Morrison Utt

Hays, Ohio O’Hara, Minn. Velde

Hébert Patterson Weichel
Hiestand Phillips Wilson, Calif.
Hillings Pilcher ‘Wilson, Tex.
Hoeven Powell Yorty
Hoffman, Il1. Preston Younger

So the previous question was ordered.

The Clerk announced the following
pairs:

On this vote:

Mr. Wilson of California for, with Mr. Ut}
against.

Mr. Engle for, with Mr. Mason against.

Mr. Roosevelt for, with Mr, Wilson of Texas
against.

Mr. Celler for, with Mr. Sikes against.

Mr. Allen of Illinois for, with Mr. Lyle
against.

Mr. Rivers for, with Mr. Hébert against.

Mr. Simpson of Pennsylvania for, with Mr.
Rhodes of Arizona against.

Mr. Rooney for, with Mr. Pilcher against.

Mr. Hays of Arkansas for, with Mr. Ashe
more against.

Until further notice:

Mr. Brownson with Mr. Morrison.

Mr. Bender with Mr. Miller of California.

Mr. Hoeven with Mr. Yorty.

Mr. Corbett with Mr. Dingell.

Mr. Bush with Mr. Dodd.

Mr. Hunter with Mr. Bonner.

Mr. Jackson with Mr. Camp.

Mr. Holt with Mr. Preston.

Mr. Hillings with Mr. Powell.

Mr. Hiestand with Mr. Doyle.

Mr. Younger with Mr. Buckley.

Mr, Velde with Mr. Kluczynski.

Mr. Short with Mr. Machrowicz.

Mr. Scudder with Mr. Hays of Ohlo.

Mr. Jonas of Illinois with Mr. Boland.

Mr. Fulton with Mr. Donohue.

Mr. Gavin with Mr. Elliott.

Mr. Gubser with Mr. Riley.

Mr. Patterson with Mr. Sheppard.

Mr. Phillips with Mr. Staggers.

Mr. Riehlman with Mr. Sutton.

Mr. Lipscomb with Mr. Thompson of
Texas.

Mr. Smith of Wisconsin with Mr. Jones of
Missouri.

Mr. Hoffman of Xllinois with Mr. Blatnik.

Mr. James with Mr. Barden.

Mr. Johnson with Mr. Carlyle.

Mr. O'Hara of Minnesota with Mr. Chelf.

Mr. Martin of Iowa with Mr. Condon.

Mr. Dolliver with Mr. Richards.

Mr. Harrison of Wyoming with Mr. Dawson
of Illinotis.

Mr. Latham with Mr. Durham.

Mr. Krueger with Mr. Cooley.

Mr. Kilburn with Mr. Harris.

Mr. WILLIS, Mr. DORN of South Car-
olina, and Mr. BROOKS of Texas
changed their vote from ‘“aye” to “nay.”

Mr. LYLE. Mr. Speaker, I have a live
pair with the gentleman from Illinois,
Mr. ALLeN. If he were present, he would
have voted “aye.” I voted “nay.” I
withdraw my vote and vote “present.”

The result of the vote was announced
as above recorded.

‘The doors were opened.
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The SPEAKER. The question is on
the resolution.

The resolution was agreed to.

Mr. REED of New York. Mr. Speaker,
I ask unanimous consent that all Mem-~
bers may have 5 legislative days to revise
and extend their.remarks on H. R. 9366.

The SPEAKER. Is there objection to
the request of the gentleinan from New
York?

There was no objection.

Mr. REED of New York. Mr. Speaker,
I move that the House resolve itself into
the Committee of the Whole House on
the State of the Union for the consider-
ation of the bill (H. R. 9366) to amend
the Social Security Act and the Internal
Revenue Code so as to extend coverage
under the old-age and survivors insur-
ance program, increase the benefits pay-
able thereunder, preserve the insurance
rights of disabled individuals, and in-
crease the amount of earnings permitted
without loss of benefits, and for other
purposes.

The motion was agreed to.

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill H. R. 9366, with
Mr. JENSEN in the chair.

The Clerk read the title of the bill.

By unanimous consent, the first read-
ing of the bill was dispensed with.

The CHAIRMAN. The Chair recog-
nizes the gentleman from New York.

Mr. REED of New York. Mr. Chair-
man, I yield myself 20 minutes.

Mr. Chairman, today the Members of
the House will debate and, I believe, fa-
vorably act on H. R. 9366, the social-se-
curity amendments of 1954. With the
convening of the 83d Congress and the
new Republican administration assum-
ing office in January 1953, many basic
studies were undertaken with respect to
programs which had been enacted into
law over the years. One of these studies
and reappraisals related to our social-
security program, a program which had
come into being under the aegis and
guidance of & distinguished former
Member of the House of Representatives
whom we all respect and love. I refer,
of course, to the Honorable Robert L.
Doughton, an outstanding statesman
and legislator who is now enjoying the
retirement which he so fully deserves in
his beautiful State of North Carolina.

Since this social-security program was
first adopted by Congress in 1935 there
have been five major amendatory acts
approved by the Congress. These acts
were intended to strengthen and im-
prove the social-security program as ex-
perience demonstrated the feasibility of
such improvements. Some of this leg-
islation I have agreed with; others, for
varying reasons which I stated at the
time they were under consideration, I
have opposed.

The consultants on social security, ap-
pointed as an advisory group by the dis-
tinguished and gracious Secretary of
Health, Education, and Welfare, the
Honorable Oveta Culp Hobby, undertook
8 comprehensive reexamination of our
social-security laws. 'This consultant
group submitted a report to the Secre-
tary setting forth recommended changes
and improvements in the existing law.

CONGRESSIONAL RECORD — HOUSE

These recommendations were embodied
in the President’s message on social se-
curity urging the Congress to adopt leg-
islation accomplishing the principles
set forth in the message. As chairman
of the Ways and Means Committee, I in-
troduced such legislation which was des-
ignated as H. R. 6812. Fwrther depart-
raental study pointed up the need for
changes in the pending legislation with
the result that H. R. 7199 was introduced
to supersede the previous bill.

The Committee on Ways and Means
undertook extensive public hearings on
H. R. 7199, extending from April 1 to
April 15. Upon the completion of these
public hearings the committee spent
several weeks in executive session devel-
oping suitable legislation to be presented
to the House for debate and vote. This
legislaticn, H. R. 9366, was reported by
the committee on May 28, 1954, and is
before us today. .

Copies of the bill and report were dis~
tributed to each Member of the House
of Representatives Saturday so that you
would have the opportunity to familiar-
ize yourself with the principal provisions
of this important legislation.

Very briefly stated, H. R. 9366 would
extend old-age and survivors insurance
coverage to approximately 10 million
persons who work during the course of
a year in jobs now excluded from the
program. Prudent and appropriate
benefits increases are provided in the bill
for the more than 6 million persons who
are now on the benefit rolls and for the
current workers who will retire in the
future. The earnings' limitation on
beneficiaries under age 75—the so-called
work clause—has been liberalized to per-
mit our aged citizens to be more produc-
tive and to retain at the same time the
principle of the old-age and survivors
insurance program as providing pri~
marily retirement benefits. Provision is
made for the dropout of periods of up
to 5 years of lowest earnings in comput-
ing an individual’'s average monthly
wage. The benefit rights and insured
status of disabled individuals are pre-
served by means of a disability freeze
provision. Federal payments to States
for old-age assistance, aid to dependent
children, aid to the blind, and aid to the
permanently and totally disabled will,

for an additional year, be maintained

under the matching formulas contained
in the present law.

I would now like to address myself
to developing in slightly greater detail
the amendments contained in this leg-
islation. I will do this by reference to
major subject matter.

First. Extension of old-age ard sur-
vivors insurance coverage:

Under the Social Security Act as orig-
inally enacted, about 6 out of 10 paid
civilian jobs were included under cover-
age. 'Through subsequent amendments
to the act coverage was further extended
so that under present law about 8 out
of 10 paid civilian jobs are included.
About 62 million people now work in
covered employment  or covered self-
employment during the course of the
year. H. R. 9366 will extend coverage
to about 10 million additional persons,

Through this extension of coverage
we will establish a minimum floor of
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protection to assure continued self-suffi-
ciency for our aged and their depend-
ents, and for the dependent survivors of
deceased workers. We will find through
this development of nearly universal
coverage fewer of our citizens compelled
to rely on old-age assistance for their
means of subsistence in retirement. By
the end of 1953, 19 percent of our senior
citizens were receiving old-age assist-
ance compared with 34 percent receiv-
ing old-age and survivors insurance
benefits, with an additional 13 percent
eligible for such insurance benefits but
not receiving them because they had not
retired. The expanded .coverage pro-
vided by H. R. 9366 will result in ap-
proximately 75 percent of all persons
over 65 being eligible for insurance ben-
efits by 1960 as compared to 47 percent
at the present time. The particular
groups which will have coverage ex-
tended to them by this bill include:

First. Professional self-employed per-
sons, other than physicians, whose net
earnings from professional self-employ-
ment total $400 or more in a year.
Those professional self-employed groups
who would be brought under the sys-
tem are the professions now specifically
excluded, such as lawyers, dentists,
architects, and other self-employed
groups enumerated in section 211 (c¢)
(5) of the Social Security Act, as
amended. It is estimated that approxi-
mately 400,000 persons will be brought
under coverage as a vresult of this
amendment,

Second. Self-employed farm oper~
ators whose net earnings from farm
self-employment total $400 or more in
a year. Under existing law net earn-
ings from self-employment from any
trade or business are excluded for pur-
poses of determining old-age and sur-
vivors insurance coverage if such trade
or business carried on by employees
would constitute agricultural labor.
H. R. 9366 repeals this exclusion with
special provisions, together with the reg-
ular procedures now in effect, prescrib-
ing the method of determining covered
farm self-employment earnings,

Under the special provisions, a self-
employed farm operator who reports his
income on a cash basis and who has a
gross income not exceeding $1,800 a year
could report for credit toward old-age
and survivors insurance benefits either
his actual net earnings from farm self-
employment or 50 percent of such gross
income. A farm operator whose gross
income from self-employment is more
than $1,800 could compute his actual
net earnings or, if these net earnings
were less than $900, he could, if he so
elected, report $900. Otherwise, he
would report his actual net income, If
net earnings from self-employment,
either actual or presumed, do not
amount to as much as $400 in a given
year, he pays no self-employment tax
on such income and receives no credit
toward benefits.

With this new reporting.provision for
farm operators we have developed a-
practical method for self-employed
farmers to participate in the old-age and
survivors insurance program. Rentals
received in the form of crop shares like
other rentals from real estate would be
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excluded from gross income for social-
security purposes,

Third. Farm workers: Present law
contains “the regularity of service” fac-
tor in determining whether or not a farm
worker is eligible for old-age and sur-
vivors credit. The employment test
under existing law requires a farm
worker to have worked for the employer
continuously throughout an entire pre-
ceding calendar quarter. He is then
regularly employed in each succeeding

quarter if he does full-time agricultural

work for one employer on as many as
60 days in that quarter and earns at
least $50 in cash wages. The new cover-
age provisions affecting farm workers
would require an employee to receive
cash wages from one employer of at least
$200 per year. Thus the bill elminates
the present “regularly employed” test as
a requirement for the coverage of agri-
cultural labor. Under present law be-
cause of the restrictive and complicated
criteria for determining coverage eligi-
bility only 700,000 workers are receiving
old-age and survivors insurance credits
in farm work. The liberalized test would
extend coverage to about 1.3 million
farm workers.

Fourth. State and local employees:
Public employees of a State or local gov-
ernment who participate in a govern-
mental retirement program are, with a
few exceptions, presently excluded from
old-age and survivors insurance cover-
age. H. R. 9366 will extend a coverage
option to these groups, other than police-
men and firemen, provided, first, the
State consents to such coverage; and
second, the employees affected vote in
favor of coming under the old-age and
survivors insurance system in a secret
written referendum. The referendum
of the public employees would require
that a majority of the eligible members
of the system participate in the voting
and that two-thirds of those voting favor
coverage. The safeguards of requiring
a vote of the majority of the eligible
voters, with the further requirement that
at least two-thirds of those voting must
favor coverage were designed to assure
a referendum that is representative of
the wishes of the retirement system
membership without making the quali-
fying conditions so restrictive as to make
coverage impossible whenever an indif-
ferent minority fails to vote. Through
the extension of this coverage option we
have permitted the affected State and
local employees to express their own
wishes as to whether or not they will
participate in the old-age and survivors
insurance program.

In my opinion, the employees of many
States which already have in existence
outstanding retirement programs will
vote to oppose such participation. The
employees of other States having less
adequate retirement benefits from the
State program will favor coverage. In
approving this provision Congress in its
wisdom will have legislated on a national
level to make the coverage opportunity
available on an elective group basis.

There is a provision in H. R. 9366
which states that it is the sense of Con-
gress, in making coverage available to
State and local retirement system mem-
bers, that no rights nor entitlements un-
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der existing retirement systems will be
impaired or reduced. This extension of
old-age and survivors insurance cover-
age is intended to be optional additional
protection and not an incentive to do
away with State or local retirement
systems.

An important provision affecting State
and local employees deals with those
public workers who are working in po-
sitions covered by a retirement system
but who were in fact ineligible because
of age or some other factor to partici-
pate in the retirement program. The
bill provides for covering these employees
other than policemen and firemen with-
out a referendum. State consent to such
coverage for these employees will still
be required. .

The bill also provides for covering
without a referendum at any time prior
to January 1, 1958, State or local em-
ployees who could not be included when
their group was covered because they
were then under a retirement system
but later this system was dissolved by
action taken prior to the enactment of
this bill.

About 335 million State and local em-
ployees are in positions covered by State
and local retirement systems in the
course of a year. There is no way to
estimate at this time the proportion of
that total number that may elect to avail
itself of this coverage opportunity.

Fifth. Certain Federal employees:
H. R. 9366 would extend coverage to all
Federal employees who are not covered
by a Federal retirement system with cer-
tain limited exceptions. In addition,
employees of the Federal Home Loan
Bank and employees of the Tennessee
Valley Authority, both of which agencies
already have retirement systems, wouid
also be included in the program. Ap-
proximately 150,000 employees would
receive coverage under this provision.

Sixth. Ministers and members of re-
ligious orders: The hill provides for the
coverage of employed ministers and
members of religious orders who have
not taken a vow of poverty, under pro-
visions similar to those affecting lay em-
ployees of nonprofit organizations. For
the purposes of the law, ministerial em~
rployees and lay employees would be sep-
arate coverage groups, but ministerial
employees of an organization could not
be covered unless the lay employees were
also covered.

Coverage would have to be preceded
by the filing of a certificate by the em-
ploying organization indicating a will-
ingness on the part of the organization
for such coverage and at least two-thirds
of its ministerial employees would have
to certify their desire for coverage. Only
those employees desiring coverage would
be covered initially. Any minister or
member of a religious order who is em=-
ployed by the organization after cover-
age is initially undertaken would be cov=
ered automatically.

Self-employed ministers are covered
on the same basis as other self-employed

persons now covered under the present

law. Self-employment income received
by ministers would be reported on the
same basis as income of any other self-
employed individual if the income
amounted to as much as $400 in a year,
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It ie,expected that approximately 250,000
ministers and members of religious or-
ders will be affected by this provision.

Seventh. Domestic workers in private
homes and others who perform work
not in the course of the employer’s busi-
ness: Under present law coverage is
granted to such categories of workers
only if they are paid $50 in cash wages
by an employer in a calendar quarter
and they work 24 days or more in that
quarter. As was done in the case of
the previously mentioned farm workers,
the regularity-of-service factor has been
deleted as a coverage criteria for this
category of employee.

H. R. 9366 will cover all domestic
workers who work in nonfarm private
homes and persons performing other
types of service not in the course of the
employer’s trade or business who are
paid $50 in cash wages by one employer
in a calendar quarter. This simplified
test of coverage will make approximately
250,000 additional workers eligible for
old-age and survivors insurance cover-
age. The common law test in deter-
mining the existence of an employer-
employee relationship would continue to
govern whether a worker is serving as
an employee or is a self-employed per-
son.

Eighth. Home workers: Since 1937 old-
age and survivors insurance coverage
has been extended to homeworkers un-
der the usual common law rules appli=
cable in determining the existence of an
employer-employee relationship. The
1950 amendments extended coverage to
employees who did not have employee
status under the usual common law rules
if they worked according to statutory

- specifications and if their employers were

subject to State licensing laws. There
are at the present time approximately
16 States having licensing requirements
for employers of home workers. This
meant that home workers in those States
having licensing laws were included un-
der the old-age and survivors insurance
program as employees, whereas workers
doing similar work under substantially
identical circumstances in the other
States were excluded as employees.

H. R. 9366 eliminates the requirement
of State licensing and extends coverage
to all home workers as employees if they
work according to specifications for the
person for whom the work is done, on
material and goods furnished by that
person and are required to return the
material or goods to him or his designee,
provided they are paid cash wages of
$50 or more during a calendar quarter by
the employer. Thus, affected home
workers are given coverage irrespective
of the States in which they are located.
It is expected that this provision will ex«
tend coverage to about 100,000 additional
home workers.

Tenth. Employees engaged in fishing
and related activities: Present law ex-
cludes from old-age and survivors insur-
ance coverage, service performed by
employees in fishing and similar activ-
ities unless the employment is performed
in connection with commercial salmon
or halibut fishing or on a vessel of more
than 10 net tons. H. R. 9366 would
cover employed fishermen, clam diggers,
and so forth, who are now excluded.
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It is expected that about 50,000 addi-
tional workers will be covered ir! the
course of a year under this provision.

Eleventh. United States citizens em-
ployed outside of the United States by
foreign subsidiaries of American com-
panies: There are approximately 100,000
United States citizens who are employed
outside the United States by foreign
subsidiaries of parent American com-
panies who will be eligible for coverage
under this provision. H. R. 9366 will
make coverage available to these Ameri-
can citizens at the option of the par-
ent American company involved. The
election on the part of the American
employer is necessary because the
United States cannot impose the em-
ployer’s tax on the foreign subsidiary
employer nor can it tax the parent or-
ganization because the worker is not
technically an employee of the Ameri-
can company.

Under present law American citizens
working for American employers in for-
eign countries are covered whereas
those citizens working for a foreign
subsidiary are excluded from cover=-
age. This has resulted in an unwilling-
ness on the part of certain employees
to go abroad to work for foreign subsid-
iaries of American corporations. This
amendment will eliminate the barrier to
such overseas employment existing in
present law.

Thirteenth. United States citizens em-
ployed by American employers on ves-
sels and aircrafts of foreign registry:
The Social Security Act amendments of
1950 extended old-age and survivors in-
surance coverage to all United States
citizens working outside the United
States for American employers, with the
exception of American citizens employed
by American employers on vessels and
aircraft for foreign registry. The bill
would correct this oversight by covering
this small group of American citizens
on the same basis as other American
citizens working outside the United
States for American employers.

The foregoing enumeration highlights
the coverage changes which would be
made in present law by H. R. 9366.

Because of these new coverage oppor-
tunities approximately 10 million Ameri-
can workers, their dependents and their
survivors will receive the opportunity for
the protection afforded under the old-
age and survivors insurance program.
With the enactment of this legislation
we will have achieved substantially
universal OASI coverage. As the system
matures, we will have increasing num-
bers of retired workers receiving the
retirement benefits to which they have
contributed during their productive
years.

I1. CREDITABLE EARNINGS

Under present law the maximum
amount of covered earnings considered
for both tax and benefit purposes is $3,-
600 a year. H. R. 9366 would raise this
amount to $4,200, effective January 1,
1955. The principal reason for this pro-
posed increase is to maintain the con-
cept that old-age and survivors insur-
ance benefilts should, within limits, re»
flect the worker’s previous earnings.
Over three-fifths of ‘the male workers
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regularly covered under the program now
earn more than the $3,600 wage base.
Average annual full-time earnings in
manufacturing industries in 1953 were
about $4,000. The average for the min-
ing industry was about $4,400, and for
transportation was almost $4,400. By
increasing the wage base to $4,200 we
have approximately restored the same
relationship between general earnings
levels and the maximum wage base that
existed in 1951.
ITT. AVERAGE MONTHLY WAGE

Under the bill, as under present law,
an insured worker’s average monthly
wage determines his benefit amount.
However, under present law, this average
monthly wage is frequently reduced by
periods of little or no earnings. This has
resulted in benefit amounts often being
substantially reduced below the level they
would have been if the worker had been
fully productive during the entire period
of his coverage. The social-security
amendments of 1954 contain a provision
which allows for the dropout of up to
5 years of lowest earnings in computing
the average monthly wage. In general,
every individual who first qualified for
benefits after the effective date, or who
had at least 6 quarters of coverage after
June 1953, or who qualified for a certain
type of benefit recomputation after the
effective date, could eliminate up to 4
years of lowest earnings from the com-
putation of average monthly wage. If
the worker had at least 20 quarters of
coverage, he could eliminate an addi-
tional low year. This dropout of years
of low earnings will be available to those
workers covered in the past and those
coming under coverage for the first time.
The dropout provision eliminates the
need for a new start for those who will
be covered effective January 1, 1955.
Through the 4-year dropout provision
such newly covered persons will have
their benefits based entirely on their cov-
ered earnings after 1954 and after ac-
cumulating 5 years of coverage they will
be eligible for an additional 1-year drop-
out.

1IV. INCREASE IN OASI BENEFITS

Covered workers will have their bene-
fits increased by the drop-out provisions
which I previously referred to and by the
disability waiver of premium provisions
which I will describe in subsequent para-
graphs. In addition, H. R. 9366 contains
adjustments in the conversion table and
a new benefit formula related to the
$4,200 wage base which will result in sub-
stantial increases in .benefit levels. A
benefit level thus established will repre-
sent a more realistic floor of protection
for our aged citizens and survivors of
deceased workers.

Benefit payments are increased for
beneficiaries presently on the rolls as well
as for workers who will retire in the
future. For present beneficiaries the
monthly benefit range will be increased
from its present level of a minimum $25
and maximum 385 to a new minimum of
$30 and a maximum of $98.50. For those
coming on the rolls in the future the
range of benefit payments will be from
$30 to $108.50.

The present benefit for mula takes into
account 55 percent of the first $100 of
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average monthly wage and 15 percent of
the next $200 of average monthly wage.
The new benefit formula contained in
H. R. 9366 will be based on 55 percent
of the first $110 of average monthly wage
and 20 percent of the next $240 of gver-
age monthly wage. Under the revised
formula, benefits for an individual with
average earnings of $350 a month will
represent only 31 percent of his earn-
ings before any increase for eligible de-
pendents, as compared with 55 percent
of earnings for workers in the very lowest
group.

An individual who retires in the future
whio would have a higher monthly pene-
fit under the conversion table than he
would receive under the new benefit
formula may have his benefit computed
by the former method.

The 6.3 million present beneficiaries
under the system will receive increases
in benefits. These benefit increases are
effected through the new conversion
table provided in the bill. The mini-
mum increase for retired workers will
be $5, with a maximum increase of
$13.50 and with corresponding propor-
tionate increases for their dependents
and for survivor beneficiaries. The
maximum benefit of $98.50 for a re-
tired worker available under the conver-
sion table will be identical with the bene-
fits for an average monthly wage of $300
when computed under the new benefit
formula.

Dependents’ and survivors’ monthly
benefits will be increased automatically
consistent with the increases of primary
insurance amounts. The maximum
family benefit will be increased from its
present level of $168.75 to $200 a month.
Provision is also made in the bill that
the maximum benefit limitation of 80
percent of average monthly wage will not
have application when it will reduce
family benefits below 15 times the pri-
mary insurance amount so that a hus-
band and wife or widow and child may
receive full benefits. Finally, the bill
provides that the minimum amount pay-
able, where only one survivor beneficiary
is drawing benefits on an insured indi-
vidual’s record, shall be $30 a month
thus making it the same as the minimum
primary insurance benefit. Lump-sum
death payments will continue to be com-
puted at 3 times the primary insurance
amount with a maximum of $255 just
as in present law.

V. IMPROVEMENT IN THE RETIREMENT TEST

Under present law the so-called work-
clause provision allows. earnings in
covered employment up to $75 per month
and earnings in covered self-employment
up to $900 per annum without loss of
benefits. Under present law it is pos-
sible to earn both the maximum in cov-
ered employment and the maximum in
covered self-employment without any
reductions in benefit payments. H. R.
9366 permits total earnings of up to
$1,000 per year in covered and noncov-
ered employment and self- employment
without loss of benefits.

A worker will lose 1 month’s benefit for
each $80, or fraction thereof, in excess of
$1,000 regardless of whether it is earned
in covered or noncovered employment
In no case would a worker lose benefits
for months in which he neither earned
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more than $80 in wages nor rendered

substantial services in self-employment.

Beneficiaries residing in foreign coun-

tries will have their benefits suspended

for any month in which they work on 7
. or more days.

Under this new work clause test retired
persons will have greater latitude in sup-
plementing their benefit payments" with
part-time or intermittent regular work
and will find that they are permitted to
become more productive citizens. The
combination of wage and self-employ-
ment earnings for retiremnent test pur-
poses will eliminate the present dis-
criminatory dual exemption,

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

VI. INSURED STATUS

H. R. 9366 provides an alternative
method of determining fully insured
status for an individual at the time of
his death or attainment of age 65, which-
ever occurs sooner. If all the quarters
elapsing after 1854 and up to that time
are quarters of coverage, he is so in-
sured, with the minimum requirement
that at least 6 quarters after 1954 are
quarters of coverage. In this way the
bill succeeds in avoiding the requirement
of a “new start” provision. We have
avoided the “new start” provision be-
cause a Ssuccession of such new starts
weakens the principle that benefits
should be payable only on the basis of
a substantial degree of covered employ-
ment.

VII. PRESERVATION OF BENEFIT RIGHTS FOR

DISABLED

Provision is made in H. R. 9366 for
the preservation of insured status and
benefit entitlement for workers sustain-
ing total disability which can be expected
to be of long-continued and indefinite
duration. Under present law periods of
disability can operate to reduce a covered
jindividual’s average monthly wage and
under certain circumstances can result
in the workers having an insufficient
number of quarters of covered employ-
ment or self-employment to be eligible
for any Dbenefits whatsoever. Such a
disadvantage resulting from a period of
extended total disability would be re-
moved by the provisions in the bill whizh
would prevent, such periods of disability
from reducing or denying retirement and
survivor benefits.

The definition of disability for “waiver
of premium’ purposes applies only to
those individuals who are totally dis-
abled by illness, injury or other physical
or mental impairment which can be ex-
pected to be of long-continued and in~
definite  duration. The impairment

must be medically determinable and pre-
clude the individual from performing
any substantially gainful work. The
individual would also be disabled, by
definition, if he is blind within the mean-
ing of that term as used in the bill. The
person who does not meet the statutory
definition, but nevertheless has a severe
visual impairment would be in the same
position as all other disabled persons.

A period of disability is defined as be-
ing a continuous period of not less than
6 full calendar months during which an
individual is under a disability. An indi-
vidual to take advantage of the disability
freeze must at that time have not less
than 6 quarters of coverage out of the
preceding 13 quarters and have not less
than 20 quarters of coverage in the pre-
ceding 10 years.

The earliest date on which a disability
freeze application can be filed is January
1, 1955. A person will file an application
for a disability freeze at the local office
of the Department of Health, Education,
and Welfare, He will be referred to the
State agency responsible for making the
disability determination. There will be
two aspects in the disability evaluation,
First, there must be a medically deter-
minable impairment which is expected
to be of long-continued and indefinite
duration or to result in death. And, sec-
ondly, there must be a present inability
to engage in substantially gainful work
by reason of this impairment.

Following such a disability determina-
tion, the worker would have his old-age
and survivors insurance rights protected
and he would also be referred to the
State vocational rehabilitation agency
for rehabilitation.

I particularly approve of the provision
of the bill calling for such reference to
vocational rehabilitation. The disabled
person will be promptly referred to such
an agency to the end that the maximum
number of disabled persons may he re-
turned to productive activity.

Congress is presently considering an
administration recommendation for the
expansion of vocational rehabilitation
services. I view with confidence the like-
lihood that we will find an increasing
number of disabled American citizens re-
turned to useful productive lives.

The disability freeze provision in the
bill contains new safeguards which have
been added to the proposal since it first
came before the House in 1952, In my
opinion, these safeguards eliminate
many of the objections which have
been made in the past to previous pro-
posals. Determinations of disability will
in large part be made by State agencies
administering plans approved under the
Vocational Rehabilitation Act. This will
encourage rehabilitation contacts by dis-
abled persons.

VIO, PAYMENT OF BENEFITS TO PERSONS

RESIDING ABROAD

Under present law, old-age and sur-
vivors' insurance benefits may be paid to
an insured worker, his dependents and
survivors regardless of their country of
residence, except for certain payments
to those persons residing behind the Iron
Curtain. Administrative difficulties have
been encountered with respect to deter-
mining compliance with eligibility re=-
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quirements such as the “work clause”
provision, continuing dependency status,
and so forth, This administrative diffi-
culty is particularly prevalent in regard
to payments made to dependents and
survivors of insured workers. In many
cases such dependents and survivors
have never lived in the United States
and they have had little or no personal
contact with the insured worker.

Under the bill, the insured worker will
continue to be eligible for benefits re-
gardless of his place of residence. The
bill does contain a provision, however,
restricting the payment of dependents’
and survivors benefits outside the United
States.

Hereafter, persons becoming eligible
for such secondary benefits will have to
show a fairly substantial period of recent
residence in the United States to be eli-
gible for OASI payments. Such limita-
tions will not apply in cases in which the
insured person was currently insured on
the basis of wage credits for services in
the Armed Forces or on the basis of his
earnings as an American citizen working
abroad for an American employer or for
a foreign subsidiary of an American
company. The residence in the United
States requirement would necessitate
that a secondary beneficiary be a resi-
dent of the United States for 3 out of the
5 years just preceding eligibility for ben-
efits with a slightly different test for a
child under 3 years of age.” This limita-
tion would not be applicable to persons
already on the benefit rolls.

IX. MISCELLANEOUS PROVISIONS

Persons who are illegally present in
the United States, or who are under
notice of deportation because of illegal
entry, conviction of a crime, or subver-
sive activity will not be eligible for
benefits.

H. R. 9366 also contains new provisions
for recomputation of benefit entitlement
for persons who continue to work after
reaching age 65. Under the proposed
changes an individual may qualify for a
benefit recomputation if he has been
credited with covered earnings of $1,000
or more in a completed calendar year
after 1953, provided 1 year has elapsed
since the individual’'s benefit was last
computed or recomputed.

X. ACTUARIAL ASPECTS

The Committee on Ways and Means in
presenting this legislation to the House
has carefully considered the actuarial
aspects of the bill. The committee has
continued in effect the tax schedule con-
tained in present law for periods up
through December 31, 1969. The sched-
uled rates on employer and employee in
1970 will be raised from 3% to 3}% per-
cent and in 1975, and thereafter, the rate
will be increased to 4 percent, with cor-
responding changes for the self-
employed.

The dollar amount of increased cost in
1955 in the bill over the present act is
about $600 million., The committee re-
port beginning on page 26 presents the
actuarial status of the social-security
program as amended by H. R. 9366. I
bring this information to your attention
and will not dwell on it in my remarks.
It is significant to note that according
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to the intermediate estimate benefit pay-
ments plus administrative expenses are
expected to be financed from contribu-
tions plus interest on the old-age and
survivors insurance trust fund for at
least the next 50 years. At that time the
old-age and survivors insurance trust
fund is expected to amount to over $100
billion.

The concept of actuarial soundness as
applied to the OASI program differs to a
considerable extent from this concept as
applied to private insurance, although
there are certain points of similarity,
especially in connection with private
pension plans. The most important dif-
ference arises because the OASI sys-
tem can be assumed to be perpetual in
nature, with a continuing flow of new
entrants resulting from the compulsory
nature of the program.

Accordingly, it may be said that the
OASI system is actuarially sound if it is
in actuarial balance, or, in other words,
if the future contribution income plus
the future interest receipts from the
trust fund—including the existing
amount at the present time—will ex-
actly support the outgo for benefits and
administrative expenses over the long-
distant future. Quite obviously, future
experience may be expected to differ
from any actuarial assumptions made
now but the intent of an actuarially
sound, or self-supporting, system can be
expressed in law if a contribution is de-
veloped so that according to an inter-
mediate estimate the system is quite close
to keing in balance.

For a given cost estimate of future dis-
bursements there could conceivably be
developed a contribution schedule which
would show exact balance. To do so,
however, would require either fractional
tax rates of odd amounts or increases in
contribution rates at years which have
no special significance. Any such pro-
cedure as this would, however, be highly
artificial because it cannot be expected
that long-range actuarial cost estimates
can be completely precise.

Therefore, in actual practice it may
be said that the program is in actuarial
balance when the ultimate tax rate is
quite close to that fractional one which
would show exact self-support. The ul-
timate tax rate in both the 1950 and 1952
acts was fractionally short of what
might be termed “the self-supporting
ultimate rate.” Furthermore, if the ul-
timate employer-employee rate had been
increased by one-half percent, which is
presumably the smallest practical in-
crease, the system would have been
“shown” as more than self-supporting.
For practical reasons the Congress then
decided that the rounded rate slightly
below the self-supporting rate, rather
than the one slightly above, was desir-
able. This procedure has been followed
by the Committee on Ways and Means
in connection with H. R. 8366. The sys-
tem as amended under the bill is as
nearly in actuarial balance as is prac-
ticable.

XI. PUBLIC ASSISTANCE AMENDMENTS
H. R. 9366 also makes certain amend-
ments to the public assistance titles of
the Social Security act. The bill ex-
tends to September 30, 1955, the match-
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ing formula for old-age assistance, aid
to the blind, and aid to the totally and
permanently disabled enacted in the
Social Security Act amendments of
1952. This matching formula provides
for the Federal Government to reim-
burse the States for four-fifths of the
first $25 and one-half of the next $30 of
monthly assistance payments made by
3 State to a person falling in one of the
above categories. The present aid to
dependent children matching formula
is also continued for 1 year to Septem-
ber 30, 1955.

It is estimated that the cost of con-
tinuing such increased Federal pay-
ments will be $210 million for the 12-
month period. The bill also extends for
2 years, to June 30, 1957, the provision
of the Social Security Act which waives
the needs test requirement for certain
State plans for aid to the blind.

This completes my enumeration of
the highlights of the Social Security Act
Amendments of 1954. The presentation
of this legislation to the House of Rep-
resentatives represents a significant ex-
ample of the legislative branch of the
Federal Government working in close
cooperation with the executive branch
to prepare legislation promoting the
welfare of our American citizens. It is
appropriate at this time that the Mem-
bers of the House of Representative will
have an opportunity to cast their votes
on the Social Security Amendments of
1954, H. R. 9366.

Mr. COOPER. Mr. Chairman, I yield
myself 34 minutes.

Mr. Chairman, it is with pleasure
that I join the chairman of the Com-
mittee on Ways and Means in pay-
ing a very deserved tribute to our
former distinguished chairman, the gen-
tleman from North Carolina, Hon. Robert
L. Doughton. Mr. Doughton was the
author of the original Social Security Act
and took great pride in the program that
has developed from the enactment of
that legislation. Certainly the people of
this country who are beneficiaries of this
great program owe a lasting debt of
gratitude to this distinguished statesman
who served here with such great distinc-
tion for some 42 years. He served as
chairman of the Committee on Ways and
Means longer than any other man in the
history of this country. So I think it is
quite fitting and appropriate that today,
when we are considering social-security
legislation, we pause to pay a deserved
tribute to Mr. Doughton.

Mr. Chairman, I support the pending
bill. However, as is usually-the case on
major legislation such as this, there are
a few provisions in the bill about which
I have some misgivings. At the same
time, the bill on the whole makes many
constructive improvements in the social-
security insurance system.

I am very pleased that the present
administration fully endorses the basic
principles of the system, and has recom-
mended and supported the improvements
proposed in the pending bill. I am also
very pleascd that the majority of my
Repubiican colleagues on the committee
are now endorsing and supporting im-
provements in the basic framework of
the social-security insurance system. In
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the past, it will be recalled they have
opposed many of the changes which the
Democrats have attempted to make, I
cannot resist pointing out that practi-
cally all of the improvements proposed
in this bill have been proposed and sup-
ported by the Democrats over the years,
and the record shows that the Republi-
cans when they were in the minority op-
posed many of the improvements which
they are now supporting. I am glad
that they are now joining the Democrats
iz their support of these improvements.
SUMMARY OF THE PRINCIPAL PROVISIONS OF THE
BILL—EXTENSION OF COVERAGE

The bill would extend coverage to
about 10 million additional persons dur-
ing the course of a year. 'The largest
group which would be included are self-
employed farm operators who have net
earnings from their farming operations
of $400 or more in a year. In an effort
to make the reporting and filing of so-
cial-security taxes easy for the farmers,
the bill contains a special provision
whereby a farm operator who has a gross
income of not more than $1,800 in a year
could report for social-security purposes
either his actual net earnings or 50 per-
cent of his gross income. By permitting
a farm operator this option, he would be
relieved of the necessity of keeping a
record of his expenses, computing de-
preciation, and so on. A farm operator
who has a gross income from his farm
operations of more than $1,800 would re-
port his actual net earnings for social-
security purposes. If his net earnings
should be less than $900, he would have
the option of reporting $900 as his in-
come for such purposes. Rentals based
on crop shares would be excluded from
a farmer’s gross income for social-secu-
rity purposes. Self-employed farmers
would pay social-security taxes at the
rate of 3 percent, as is true in the case
of all other self-employed persons. The
effective date for coverage of self-em-
ployed farmers is January 1, 1955, the
same date which is generally applicable
to the other newly covered groups. The
number covered would be about 3.6
million. .

The bill would also extend coverage to
about 1.3 million additional farmwork-
ers. At the present time, only 700,000
such workers are covered. Under present
law, only regularly employed farmwork-
ers who are paid at least $50 in a quarter
are covered. A regularly employed farm-
worker is defined as being one who has
worked continuously for 1 employer for
a calendar quarter and who continues
working for the same employer on a full-
time basis on at least 60 days in the fol-
lowing quarter. The extension of cover-
age to additional farmworkers Iis
brought about by providing that a farm-
worker who is paid at least $200 in cash
wages.by one employer in a year will be
covered. The earnings of farmworkers
would be reported on an annual b'c}SlS-
Two quarters of credit would be given
where the farmworker’s annual earn-
ings amount to $200 but less than $300;
3 quarters of coverage where they
amount to $300 but are less than $400;
and 4 quarters of coverage where they
amount to $400 or more.
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The presently excluded professional
self-employed persons would be covered
with the exception of physicians. The
newly covered group would be lawyers,
dentists, architects, engineers, account-
ants, funeral directors, osteopaths, chiro-
practors, veterinarians, naturopaths,
optometrists, ministers, and Christian
Science practitioners. About 400,000 are
involved in this group. As in the case
of other self-employed persons, these
groups would only be covered if they
have net earnings from self-employment
of $400 or more in a year.

Employees of State and local govern-
menis who have retirement systems of
their own, other than policemen and fire-
men, could be covered under voluntary
agreements entered into between the
States and the Federal Government, pro-
vided that a written referendum is held,
& majority of the members under a par-
ticular retirement system voted, and two-
thirds of those voting voted in favor of
social-security coverage. In addition to
requiring that State and local employees
who have retirement systems must vote
in favor of social-security coverage be-
fore it can be given them, the bill states
that it is the policy of the Congress in
making coverage available to these em-
ployees that the protection provided
them by their own retirement systems
not be impaired. As you know, at the
present time employees of State and local
governments who do not have retirement
systems can be given social-security
coverage by a voluntary agreement be-
tween the State and the Federal Govern-
ment. There are about 3% million peo-
ple in the new group to whom coverage
would be made available.

About 250,000 additional domestic
workers in private homes would be cov-
ered by the elimination of the present
24-day test and requiring coverage if
such workers receive at least $50 in cash
wages from one employer in a calendar
quarter.

Mr. O’'NEILL. Mr. Chairman, will the
gentleman yield?

Mr. COOPER. I yield.

Mr. O'NEILL. I received a letter in
my mail this morning that I think is
very interesting. It says:

I would like to bring to your attention and
consideration an injustice which I feel now
exists in relation to certain domestic workers.

This refers to persons employed in their
own home by another member of their
family.

At the present time if a member of a
family because of illness of another member
becomes an employee, rendering services in
caring for the sick relative, under the super-
vision of the employer and doctor and is
paid regular wages for such service, this is
not considered as employment under the
Soclal Security Act.

It is determined as “services not rendered
as an employee, but as services rendered on
& cooperative arrangeinent based on family
ties.”

After a thorough Investigation is made
and It is shown that the services were
actually performed, the social-security tax
deducted and the wages reported on the
employee's income-tax returns, social secu-
rity is denied. .

This determination is unfair and causes
hardship to those who in good faith perform
such service believing that their employment
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comes under the Social Security Act as ap-
plies to domestic workers.

I should like to know if that type of
employee has been included in this cate-
gory.

Mr. COOPER. As I understand the
situation presented by the gentleman,
there is no change made in that respect
under the pending bill.

Mr. O'NEILL. I thank the gentleman.

Mr. COOPER. Ministers and mem-
bers of religious orders—other than
those who have taken a vow of poverty—
could be given coverage on a voluntary
basis in the same way lay employees may
now be covered. In order to make this
coverage available, the employing organ-
ization would have to file a certificate
setting forth its desire for coverage of
the minister and religious order em-
ployees, waiving its tax exemption for
social-security tax purposes only, and
stating that at least two-thirds of such
individuals desire social-security cover-
age. About 250,000 are involved in this
group. Those employees who do not sign
the original certificate indicating a de-
sire for coverage can be brought in later
by filing a supplemental certificate. In
the case of new ministers or members of
a religious order who are employed by
the particular organization after cover-
age has been elected, coverage would be
automatic. As I have previously stated,
self-employed ministers would be covered
on the same basis as other self-employed
persons provided they have net earnings
of at least $400 in a year. In the case
of fees and honorariums paid to em-
ployed ministers and members of reli-
gious orders, the particular employee
would treat them as self-emnployment in-
come for social-security tax purposes.
The committee considered very carefully
the suggestion of some of the church
groups that ministers be allowed to par-
ticipate in the social-security system as
self-employed persons on an individual,
voluntary basis. It was decided that vol-
untary coverage would lead to an ad-
verse selection of risks and would im-
pose an undue drain upon the trust fund.
The bill provides that nothing in it shall
be construed to mean that a minister is
an employee of any organization for any
purpose other than for social security.

Civilian employees of the Federal Gov-
ernment at the present time, generally
speaking, are covered by social security
if they are not covered by a Federal re-
tirement system. The bill extends cov-
erage to all Federal employees who are
not now covered by retirement systems
with the exception of the President, the
Vice President, Members of Congress,
employees in the legislative branch, and
certain other small groups. The newly
covered groups would include temporary
field employees in the post-office service,
census takers, and employces of Coast
Guard post exchanges. In addition, two
groups who have retirement systems
would be covered. These are employees
of district Federal home-loan banks and
the Tennessee Valley Authority. It will
be recalled that coverage has already
been extended to employees of the Fed-
eral Reserve Board, who already have a
retirement system. This group consists
of about 150,000 emxployees.
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United States citizens employed out-
side of the United States by foreign sub-
sidiaries of American corporations, num-
bering about 100,000,- would be covered
on a voluntary basis, since the Ameri-
can corporation would have to agree to
paying the social-security taxes. This
is because the United States cannot im-
pose the employer tax upon the foreign
subsidiaries.

An additional 100,000 homeworkers
would be covered as employees by remov-
ing the requirement in present law that
they can only be covered in those States
where they are subject to State licensing
laws. These homeworkers, at the pres-
ent time, are covered as self-employed
persons if they have net earnings of $400
or more in a year. It is made clear in
the report that the elimination of the
licensing requirements is not intended
to include homeworkers in a rural area
who are not subject to any supervision
or control by some one else, and who buy
raw material and make and complete
articles and sell them to a person, even
though the article is made according to
the specifications and the requirements
of the purchaser.

Employees in the fishing and related
industries who are now excluded. from
coverage would be covered. About 50,000
would be affected. '

American citizens employed by Ameri-
can employers on vessels and aircraft of
foreign registry would be covered. Very
few are involved.

WAGE BASE

The wage base on which contributions
are paid and benefits are computed
would be raised from $3,600 to $4,200.
The effective date of this provision would
be January 1, 1955. -

INCREASE IN BENEFITS

Benefits would be increased for those
persons now on the rolls. The primary
benefit amount of retired workers would
be increased from a minimum of $5 to a
maximum of $13.50. This would be ac-
complished by increasing the minimum
benefit from $25 to $30 and the maxi-
mum benefit from $85 to $98.50. This
provision would become effective the last
day of the month following the month in
which the bill is enacted.

A new benefit formula would be pro-
vided for persons who retire or die in
the future. At the present time, bene-
fits are determined under a formula
which is applied to 55 percent of the
first $100 of average monthly wages,
plus 15 percent of the next $200. The
proposed formula would be 55 percent of
the first $110, and 20 percent of the next
$240. The minimum payable to a re-
tired worker would be $30, and the
maximum $108.50.

The maximum monthly family benefit
would be raised from $168.75 to $200.
The present limitation on total family
benefits, to the effect that they cannot
exceed 80 percent of the worker’s aver-
age monthly wage, could not reduce total
family benefits below 15 times the in-
sured worker’s primary benefit amount
or $50, whichever is greater.

Lump-sum death benefit payments
would be limited to the present maxi-
mum of $255.
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The minimum amount payable where
only one survivor is entitled to benefits
would be made $30. This would have
the effect of increasing benefits of sur-
vivors where the worker’s benefit is at or
near the minimum, since survivors’
benefits are a proportion of the primary
benefit amount—for example, three-
fourths in the case of a widow.

DPETERMINING OF AVERAGE MONTHLY WAGE

Under present law, the elapsed months
are used as a divisor in determining the
average monthly wage of a worker in
order to in turn determine his benefits
by the application of the benefit for-
mula. This means that period in which
a worker is not employed due to sick-
ness, and so forth, reduce his average
monthly wage and, in turn, his benefits.

The bill provides that there will be
dropped, in determining the average
monthly wage of a worker, his 4 years of
lowest earnings, or 4 years in which he
has no earnings. In the case of those
workers who have 5 years of coverage—
20 quarters—an additional year would
be dropped in dé€termining his average
monthly wage, making a total of 5 years.

Another thing which the 4-year drop-
out accomplishes is to permit those per-
sons who would be covered by social se-
curity for the first time to drop out the
4 years between January 1, 1951, and the
effective date of the new coverage pro-
visions, January 1, 1955, Otherwise,
they would be penalized by a reduction
in their average monthly wages.
LIMITATION ON THE EARNINGS OF BENEFICIAR-

IES—THE WORK-CLAUSE PROVISION

At the present time, an employee loses
his social-security insurance benefits if
he earns $75 a month or more in covered
employment. Self-employed persons are
on an annual basis and will lose part or
all of their benefits if they earn more
than $900 in a year. The test applies
only in those cases where earnings are
in covered employment.

The bill puts the test, in the case of
employees, on an annual basis, and would
permit an employee or a self-employed
person to earn as much as $1,000 in a
year without any loss in benefits. It
provides that earnings from noncovered
employment would also cause a loss of
benefits if they go over the $1,000
amount.

"A beneficiary would lose 1 month's
benefits for each $80 or fraction thereof
of earnings in excess of $1,000.

ELIGIBILITY FOR BENEFITS

In order to be eligible for benefits
under present law, a person must have
worked at least one-half of the time be=
ginning January 1, 1951, in covered em-
ployment, up until his death or reaching
the age 65, provided he has at least six
quarters of coverage.

As an alternative to this reqmrement
and to take care of the newly covered
groups, the bill provides that a person
would be fully insured if all of the quar-
ters beginning January 1, 1953, and
up until the quarter of death or reach-
ing the age 65, are quarters of cover-
age, provided the worker has at least six
quarters of coverage beginning January
1, 1955.

The bill also makes eligible for bene-
fits aged widows, widowed mothers, de=
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pendent parents and children of any
person who died prior to September 1,
1950, provided the person had at least
six quarters of coverage.

It will be recalled that the 1950
amendments to the social-security laws
provided for this change in the eligibil-
ity requirements for these benecfits in
cases of persons who died on or after
September 1, 1950. As a matter of equity,
the committee felt that benefits should
be made available also in these particu-
lar cases where the individual died prior
to September 1, 1950,

FREEZE OF PERIODS OF DISABILITY

At the present time, each and every
month which passes is used as a divisor
in determining social-security insurance
benefits, whether or not a worker is gain-
fully employed and whether or not his
reason for not being employed is due to
disability.

This means that the least that will
happen to a worker is a reduction in his
benefits, and in some cases he may lose
completely his eligibility for benefits, due
to his being disabled.

The bill provides that periods of dis-
ability will be ignored in determining
both the size of a worker’s benefits and
his eligibility for them. This would be
done by a so-called frceze of his periods
of disability. In order to be eligible for
such a freeze, a worker must have 6
quarters of coverage in the 13-quarter
period ending with his disability, and in
addition, 20 quarters of coverage in the
40-quarter period ending with his dis-
ability. His disability must also last for
6 months or more.

This provision is applicable in the past
as well as in the future, provided the
worker meets the time requirements
specified.

It will be recalled that a sumlar pro-
vision passed the. House in 1949, and
again in 1952. The gentleman from New
Jersey [Mr. Kean] was the author of the
provision which passed the House in
1952. )

PUBLIC ASSISTANCE

In 1952, a revised matching formula
for public assistance payments was
adopted. The effect of this revised
matching formula was to provide an ad-
ditional Federal contribution toward
payments to the needy aged, blind, and
permanently and totally disabled, of up
to $5, and toward payments to depend-
ent children of up to $3. This present
schedule is to expire on September 30,
1954. The bill extends it through Sep-
tember 30, 1955.

SOCIAL-SECURITY TAX RATES

The present schedule of increases in
the social security tax rates through
1969 are maintained. The rate on em-
ployers and employees is scheduled to
increase to 215 percent in 1960 and to 3
percent in 1965 on each. The present
schedule for the rate on each in 1970
and thereafter is 3% percent. The bill
raises this to 31 percent in 1970, and
would make a further increase to 4 per-
cent in 1975 and thereafter.

The rate of tax on self-employed per-
sons is 174 times the employee rate, and
would reach a maximum of 6 percent in
1975 and thereafter under the bill.
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Now I yield to the gentleman from
New York.

Mr. KEATING. Would the gentleman
explain what change, if any, is made in
this bill with reference to municipal em-
ployees and their ability to come ynder
the system? Or is there a change?

Mr. COOPER. There is no substantial
change between the present law and
what is provided in this bill where the
employees do not already have a retire-
ment system. As I endeavored to point
out, the municipality, or the county, or
the State work out a plan covering their
employees, and then the State submits
that plan to the Federal Government,
Department of Health, Education, and
Welfare, and if approved, of course, it
goes into effect.

Where there is already a retirement
system the employees can be given so-
cial-security coverage also by a voluntary
agreement, provided a written referen-
dum is held, a majority under the system
vote, and two-thirds vote in favor of
social security.

In practical effect it amounts to this:

That if such a plan is adopted, and these
employees come under social security,
then the social security is the floor, and
then their own private plans or individ-
‘ual plans are imposed on top of the floor
of social security, as it is in the case of
private pension plans of industry and
plants throughout the country.
_ Mr. KEATING. Then what would be
the remedy of municipal employees who
are not now able to come under the sys-
tem? Would their remedy be with the
municipality or with the State system?
Or how would they go about it? - I have
had a communication from a number of
municipal employees who seem o be un-
able to qualify under social security, and
I wondered what the appropriate advice
to give them was.

Mr. COOPER. Would the gentleman
from New Jersey [Mr. KeaN] care to an-
swer the inquiry?

Mr. KEAN. I will try to.

I think what the gentleman from New
York was talking about was those who
are in pension systems. You remember
the House in 1950 enacted a provision
that they could come in with a two-
thirds vote; but the Senate took it out of
the bill when the bill was in the other
body.

We have again put in a provision that
those people who are in covered systems
may come in with a two-thirds vote, but
that a majority must vote. We have also
provided that those who are in systems
who are not thus covered, that is, those
people who owing to illness or age were
not able to qualify under a pension sys-
tem and did not get it under the State or
municipal pension system may come in
under an agreemen® of the municipality
with the State. The State makes the
agreement with the United States.

Mr. KEATING. I thank the gentle-
man.

Mr. GATHINGS. Mr. Chairman, will
the gentleman yield?

Mr. COOPER. I yield.

Mr. GATHINGS. I notice that this
bill covers dentists but does not cover
rhysicians, I am just wondering Why
it was that dentists were included and
physicians were excluded.
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Mr. COOPER. I will try to be as help-
ful as I can to the gentleman. The ad-
mxnxst}'atlon, of course, recommended
extensxor_l of coverage including those
covered in the bill, a number of which
are professional people. Hearings were
held. A difference of opinion developed
among the dentists. Evidence was pre-
ser_lted that some wanted to be covered:
evidence was presented that some did not
want to be covered. It was also pointed
out that in the case of physicians, they
do not retire at 65. They continue work-
ing, therefore they did not think it would
be quite fair for them to be required to
pay the tax when they did not expect to
retire and get benefits. On the other
hand, some evidence was presented that
the dentists being on their feet working
at their chairs it frequently resulted in
their having to retire at an earlier age
than physicians. I grant there was a
difference of opinion. Some of them
wanted to be covered, and some of them
did not.

Mr. GATHINGS. The Arkansas den-
tists seem to feel they should be given the
same treatment as the physicians.

Mr. COOPER. We have some evi-
dence to that effect, and, as I say, there
was evidence presented to thie committee
on both sides of the question. The bill
includes all of the so-called professional
groups except the physicians and evi-
dence was presented that they did not
retire at 65.

Mr. JONAS of North Carolina. Mr,
Chairman, will the gentleman yield?

Mr. COOPER. I yield to the gentle-
man from North Carolina.

Mr. JONAS of North Carolina. Will
the gentleman explain why the com-
mittee took fircmen and policemen out
of the act that applies to municipal
employees?

Mr. COOPER. The firemen and po-
licemen requested to be left out. The
evidence presented to the committee was
to the effect that, instead of working
after they are 65, as the physicians state
they do, the firemen and policemen have
to retire much earlier than 65. The
very nature of their employment is such
that they do not continue as firemen and
policemen until they are 65 in many
cases and in many instances it was
pointed out that they have retirement
systems of their own which they prefer
and they requested to be left out.

Mr. SCRIVNER. Mr. Chairman, will
the gentleman yield?

Mr. COOPER. I yield to the gentle-
man from Kansas.

Mr. SCRIVNER. Will the gentleman
explain for many of us who have had
questions asked as to why it was neces-
sal'y to make so many of these compul-
sory coverages; in other words why not
your doctors voluntary or the farmers
voluntary? Why was it necessary to
make it compulsory?

Mr. COOPER. I will be glad to help
the gentleman on that point. Bear in
mind all of these benefits provided have
to be paid for from the trust fund.

Mr. SCRIVNER. Yes.

Mr. COOPER. If it is based on an
entirely voluntary system it means then
that people will wait until they approach
the time to be eligible for benefits before
they elect to come under the system,
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thereby they will not have been paying
in the past to help pay for the benefits
they will receive. That means, then,
that there would be a great drain on your
trust fund which would result in your
having to have a higher tax rate and
more funds provided in your trust fund
if you allow people—too many of them—
to operate on a voluntary basis so that
they may wait until near the time to
begin receiving benefits before they elect
to come under the system.

Mr. SCRIVNER. Some of them would
undoubtedly draw more out of the fund
than they contributed to it?

Mr. COOPER. That is one situation,
yes.

Mr. SCRIVNER. I thank the gentle-
man for his explanation.
Mr. COLE of Missouri.
will the gentleman yield?

Mr. COOPER. I yield to the gentle-
man from Missouri.

Mr. COLE of Missouri. I was inter-
ested in what the gentleman said about
members of the medical profession not
retiring after they become 65. Is it not
true that members of the legal profession
continue on after 65 in a majority of
cases?

Mr. COOPER. No doubt many of them
do.
Mr. COLE of Missouri. Could the
gentleman tell me why the committee
saw fit to make it compulsory so far
as the legal profession is concerned to
come under the act?

Mr. COOPER. Of course, as X pointed
out a moment ago, the physicians pre-
sented evidence indicating that they did
not retire at 65 and did not want to be
included. There was a difference of
opinion. There was evidence presented
on both sides of the question with respect
to these other professional groups.

Mr. COLE of Missouri, I thank the
gentleman,

Mr. Chairman,

CONCLUSION

Mr. COOPER. Mr. Chairman, in ad-
dition to the principal provisions of the
bill which I have touched upon, there
are several minor and technical amend-
ments which would be made.

As I stated at the outset, there are
some provisions in thie bill about which
I have misgivings, but on the whole, this
is a constructive bill which makes needed
improvements in the social security in-
surance system. I am very happy that
many of our Republican colleagues who
have not been with us on this side of
the aisle in the past are now supporting
these improvements.

Mr. COOPER. Mr. Chairman, I ask
unanimous consent that the gentleman
from Michigan [Mr. DiNGeLL] may ex-
tend his remarks at this point in the
RECORD.

Mr. CHAIRMAN. Is there objection
to the request of the gentleman from
Tennessee?

There was no objection.

Mr. DINGELL. Mr. Chairman, the
pending bill is a good one, insofar as it
goes. It contains many improvements
which I have long advocated and which
I have proposed over the years in bills
which I have introduced. This bill is a
step forward, but there are several direly
needed improvements which it does not
make.
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I am proud of my record in the Con=
gress, and stand on it as one of the archi-
tects and builders of the social-security
program. I am also proud to be recog-
nized as one of the most active and ar-
dent supporters of the program since its
beginning.

H. R. 9366 is a vindication of this pro-
gram. The fact that it is before us for
consideration today is no mean victory,
in view of the resurgence of the attacks
by the traditional opponents of the so-
cial security insurance system upon the
advent of the Republicans gaining con-
trol of the Congress. The victory today
manifested in the improvements pro-
posed in the pending bill is most gratify-
ing to us who have long sought them.

One of my proudest accomplishments,
if Imay with modesty say so, in my many
years in the Congress, is the improve-
ments which have been made in the so-
cial security insurance system and of
which I have been the original author.
Even though my identity as such author
has always been lost, in that under our
procedure the bills which have improved
the social security insurance system are
always introduced at the direction of the
committee by the chairman, the fact
that they have become law is ample re-
ward for the efforts which I and many of
my colleagues have made. Substantially
all of the improvements which were
made by the 1950 amendments in the so-
cial-security laws were taken from bills
which I had introduced prior to those
amendments.

Since the many improvements which
the Democrats have made in the social-
security system have been in spite of
Republican opposition, as the record
clearly shows, it must be somewhat sur-
prising to see the constructive improve-
ments which are before us today being
proposed by a Republican administra-
tion. The answer to this puzzle is very
obvious. The social-security program is
S0 popular and so well accepted through-
out the country that the Republicans, in
spite of their past sorry record on social
security, have at last been forced to re-
flect this popularity in the pending bill.
The credit belongs not to the Republi-
cans and their supporters who have
fought the pending improvements over
the years, but to the working people of
the country who have so clearly made
their views known to the Congress.

It is unfortunate that the proposed
improvements are still short of what
many of us had hoped for. The reason
that they were not made long ago is that
the Republicans never saw fit to go along
with the Democrats in their efforts to
bring about a more liberal and realistic
system.

As a matter of fact, many of the im-
brovements in the pending bill would
not be possible had it not been for the
support of the Democratic members of
the Committee on Ways and Means. A
major provision in the pending bill, on
which the increase in benefits depends
and but for which many of the inequi-
ties which are being removed could not
have been taken care of, is the increase
in the wage base. Only five Republi-
cans on the committee opposed retain-
ing the present $3,600 wage base. You
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can see that full credit for the increase in
the wage base belongs to the Democrats.

Even the $4,200 wage base is pitifully
inadequate. A group of Democrats
joined together last July in sponsoring
what has come to be popularly known
as the Dingell-Lehman bill. I am grati-
fied that some of the provisions of this
bill are contained in the pending bill.
For instance, the Dingell-Lehman bill
called for a family maximum in bene-
fits of $200, which is contained in the
pending bill. The administration pro-
posed a maximum of $190. The Din-
gell-Lehman bill would have provided a
wage base of.$6,000. Such a base is
necessary in order fo keep ‘social-
security insurance benefits on a par to
what they were in 1939. Anything short
of that amount falls short of carrying
out the original purposes of the social-
security insurance system. The Dingell-
Lehman bill would base a worker’s aver-
age monthly wage on €arnings in his 10
best years. This would avoid having re-
tirement or survivors’ benefits dragged
down by periods of unemployment or ill-
ness. The Dingell-Lehman bill would
recognize long-term employment under
the social-security.system by increasing
primary insurance benefit amounts by
one-half of 1 percent for each year of
coverage.

It is my belief that the goals set forth
in the Dingell-Lehman bill helped to de-
feat the resurgence in attacks on the
social-security system by the traditional
opponents to the system who made their
one last desperate effort to wreck the
system when their Republican friends
again came in control of the Congress.
The Dingell-Lehman bill brought forth
50 much popular support from the Amer-
ican people that the adm\mstratlon and
the Republican leadership’decided that
they would not dare to cripple the
system.

Another provision of the Dmgell-
Lehman bill which came very close to
being adopted in the pending bill is the
increase in the maximum benefits for
those persons now on the rolls from' $85
to $98.50. Our bill would have in-
creased these benefits by another 50
cents, to $99.

‘T am very concerned that the present
bill does not increase the wage base
above the proposed $4,200. As long ago
as 1948, President Truman recommended
that the wage base be increased to $4,800,
That would have been a fairly realistic
figure at that time. We all know that
events since then have so changed that
even a $4,800 wage base, which I then
advocated, today is quite unrealistic.
The more realistic $6,000 wage base pro-
posed in the Dingell-Lehman bill would
permit several needed improvements
;;rhlch are not contamed in the pendmg

ill

By far the greatest shortcommg in
the present system, in my opinion, is the
lack: of disability insurance benefits.
These would be provided for in the Din-
gell-Lehman bill. I am happy that the
pending bill does provide - for a ‘freeze
of periods of disability, as would also be
provided in the Dingell-Lehman bill, but
this is only a part and the smallest part
of::the problem facing disabled workers,
In most cases, a disabled worker is in
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much greater need. of benefits which he
can receive as a matter of right on his
own wage record than is a worker upon
reaching the retirement age of 65. ‘The
younger worker not only may have paid
into the social-security system for many
years, but he also is faced with financial
demands upon his becoming ‘disabled
with which a person retiring is not faced.
In most cases, the young worker will
have young children to support, he will
ke buying his home, and getting himself
established in a career. Becoming dis-
abled at this period in his life not only
can mean financial ruin as far as his
business and family obligations are con-
cerned, but added to this will be the
burden of medical expenses. It is not
much solace to him to say, “We recog-
nize your plight to the extent that we
will insure that you will not be penalized
due to your periods of disability when
you reach age 65.” It is true that the
public-assistance programs for the per-
manently and totally disabled are of
some benefit, but this assistance is mis~
erably inadequate in many cases and is
based on a means test. '

Much concern is being expressed in
the Congress and throughout the coun-
try today about the problem of juvenile
delinquency. What better means can
we use to combat juvenile delinquency
than to insure a secure home for our
children? One of the means for doing
this is to insure a disabled worker that
upon his becoming disabled he will have
a steady income as a matter of right.

Since almost anyone will admit that
‘there is a need for the payment of dis-
ability insurance benefits, why do we
not provide them? You know the an-
swer as well as I—the insurance- com-
panies and the American Medical Asso-
ciation oppose them along- with a few
other selfish-interest groups. The in-
surance companies claim that they can
adequately take care of disabled persons
through their insurance. Did you ever
take occasion to see what such insurance
would cost you? Very few can afford it.

-To a person not familiar with the
American Medical Association, I'am sure
it would be difficult to conceive of any
reason why they would oppose the pay-
ment of disability insurance benefits to
the working people of the country.
Since doctors are not even under the pro-
gram and say they do not want under
it—they have no interest, it would ap-
pear, one way or the other, except, you
would think, a humanitarian interest in
the welfare of others. I am sure that if
we should bring.to the person’s attention
the contentions of the American Medical
Association that provision of the most
direly needed benefits now missing from
the social-security insurance  system
would lead to socialized medicine and let
everyone. know -about this contention,
the workers would revolt. How any re-
sponsible and respected organization'can
urge denying benefits to people where
they have no direct mterest whatever is
beyond me.

‘Just think of the undue suﬂ’ering and
financial embarrassment and ruin which.
disabled workers of this country must
face .primarily because of the stand of
the American Medical Association. Not
only does the American Medical Associa-
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tion oppose the payment of disability in-
surance benefits, but they were even re-
sponsible for defeatmg the freeze pro-
vision on the floor of the House in 1952,
and still oppose the freeze provision.
Let me quote to you from the testimony
of the representative of the American
Medical Association before our commit-
tee this year duri ing the hearings on
social-security revision. He said:

While we are pleased to note that this
section of the bill includes a number of
safeguards which did not appear in the bills
which heretofore have been before this Con-
gress, we are still constrained to oppose this
portion of the bill because it most definitely
would become an entering wedge for the
regimentation of the medical profession by
creating the mechanism for the adoption of
a Federal cash permanent and total dis-
ability program, which in turn could lead
to a full-fledged system of compulsory sick-
ness insurance. The provisions in this bill
cannot be appraised solely as an isolated,
detached effort to provide some measure of
ald to the disabled worker. We believe that
this and every other step in the direction of
a compulsory sickness insurance system must
be opposed.

The insurance companies for many
years have waiver-of-premiums provi-
sions in their .policies. No one would
claim that their industry has been so-
cialized. As to disability insurance ben-
efits, we have for years had them for
railroad workers, employees ' of the
United States Government, and veterans.
The experience with these programs has
certainly demonstrated that there is no
basis whatever for the contentions of the
American Medical Association.

The Democrats when they were in con-
trol of the Committee on Ways and
Means in 1949 reported a bill which
passed the House which would have pro-
vided for disability insurance benefits.
The Senate deleted this provision, and
it did not become law.

I am pleased that my Republican col-
leagues have finally “got religion” and
are now joining the Democrats in sup-
porting improvements in the social secu-
rity insurance system. I am concerned
that these improvements in many cases
amount to only a faltering steép forward,
but a forward step nevertheless. I shall
continue my efforts to bring about the
many additional improvements con-
tained in the Dingell-Lehman bill.

Mr. KEATING. Mr. Chairman, I ask
unanimous consent that my :colleague
the gentleman from New York IMr.
RienrMan] may be permitted to extend
his remarks at the conclusion of the ad=
dress of the gentleman from Ohio [Mr.
JENKINS]. .

The CHAIRMAN. Is there objection
to the request of the gentleman from
New York?

There was no objection.

Mr: - JENKINS., Mr.. Chairman, I
yield myself 10 minutes. : '
* Mr. Chairman, in a discussion of a bill
of this sort, nobody ‘is surprised at the
fact that many of us do not understand
it thoroughly. It is so complicated, 50
wide in its application and .vyariations,
that it is difficult- for anyone, I think,
to understand it thoroughly., He would
be boasting if he would stand up and
say, “I am an expert with reference to
this legislation.” -You know, I would
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like to be able to answer all your ques-
tions if I could. Heretofore when I
have spoken on matters coming from
the Committee on Ways and Means, I
always had to apologize for the adoption
of a closed rule. I do not like closed
rules, and apparently you heard a lot of
Members today who do not like closed
rules. But this is a case, where I think
& closed rule is justified, and I will tell
yYou why. This bill was drafted with
great care and after a long preparation.
We had very extensive hearings before
the committee, Government experts and
Democrats and Republicans partici-
pating. Then the committee had a long
session after this bill was first intro-
duced, and a new bill was introduced,
and finally when the committee took a
vote the vote was unanimous except 1,
and as I remember that member was
not present. Out of 25 members of the
Ways and Means Committee, the vote
was practically unanimous. Much of
the time indicating that the Democrats
and the Republicans were agreed. But,
we had come to the place where we
thought this thing ought to be closed
and we ought to come before Congress
and present it for the consideration of
the Congress and give it to you. There
will be other Congresses again and then
if we are wrong we will have a chance
to change it, or some other Congress
may change it.

Many of you were here, or maybe not
S0 many, either, when we passed the
first social security law. We passed that
in 1935, I was a member of the com-
mittee at that time. You know, that
bill did not provide for nearly as much
as this bill does. That bill provided only
for an old-age pension. Some of the
States had old-age pensions at that
time. We had one in Ohio. That is
about all the first bill did, was to estab-
lish an old-age pension; in other words,
to provide for the aged and the infirm.
It was a fine thing to do. It was a great
start. I voted for it. It would have been
impossible then for you to have gotten
anything like this kind of a bill, and let
me give you a little illustration of what
I tried myself. The gentleman from
Massachusetts [Mr. McCorRMACK], was a
member of the committee at that time.
When we had that bill up before the
Ways and Means Committee I tried to
include in it a provision for the blind.
I made a fight to get the indigent blind
included. And, who is there here or any
place else who does not want to help the
blind? But, our own Ways and Means
Committee said, “No, we must not do
that; we will be starting in on an old-
age pension program, and we will have
to carry that through.” Well, I came
over on the floor of the House and then
when the bill came up for consideration,
I made another plea for the blind, and
I made the very best plea that I could.
And, do you know that after a little
while the magazines took it up and the
newspapers took it up and by the time
the bill got over to the Senate the Sen-
ate added my amendment and we in-
cluded the poor blind folks, That is
what we had to do then.

Now, then, we have come a long way
and we have made majestic strides, and
most of them have been acceptable, al-
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though I have not been very effective in
my advocacy of some of them, because
I was afraid and I am afraid now; I
do not know what this big trust fund will
come to or what will happen if we should
find ourselves in a long, devastating war,
whether we will have to dip into other
funds—1I do not know what we will have
to do about that, but we cannot be too
timid, we cannot be too fearful, we can-
not let progress leave us, as it were, and
we have to do our part.

Now, as I said before, we could not
get the blind in for a long time but finally
we did. Then we came to 1939, along
about there, and we passed the OASI
bill, that is, the old age and survivors
insurance bill, and that is what it im-
plies—old-age and survivors. We pro-
vided for the survivors, for the wives, and
for the children. We built the system up
gradually. To those who were most re-
sponsible for it should go the credit.

Many questions have been asked today
as to why the physicians were taken out.
You can blame that on me, if you want
to. I made the motion in the commit-
tee that took them out. But do not be
too hasty in blaming that on me, because
nearly every member of the committee
voted to take them out. We were all
about of one mind about that. We had
a pretty good reason for taking them
out. But why did we not take the den-
tists out? I would have taken them out
too. I am willing to take them out. But
you cannot take everybody out and make
the system work. Somebody has got to
be in it and somebody has got to pay in
order to make this go. I have often said
that doctors do more for nothing than
any other group. And I say that teach-
ers do more for less than any other
group. And that the Lord looks after
the preachers. And that the lawyers
look after themselves. I can say this
and get away with it because I am a
lawyer.

Let us go along a little further. We
talk about policemen and firemen. Of
course, back in the time when the first
bill was introduced, I made a fight for
them for an entirely different reason
than the one that applies now. My
reason was that policemen and firemen
are public employees, in a very danger-
ous place politically and in every other
way. They have the political boss to
tell them what to do and their lives are
not free altogether. I have been in favor
of taking them out. This year they took
them out and they said—and it was a
better reason than I had—because a po-
liceman has got no business being on a
beat at night, if he is 65 years or older.
It is not fair to him. It is not fair to
compel a fireman to climb a long ladder
10 stories high if he is 60 or 65 years of
age. They have got to quit when they
are about 50 or 55. As I understand it
they must retire when they are about 50.
I was anxious to take them out from un-
der this bill and I voted accordingly.

I see my good friend the gentleman
from New York [Mr. KEoGH) over on the
Democratic side there who has a remedy
for all this and that would be H. R. 10,
the Jenkins-Keogh bill, which would
probably answer all of these questions of
who should be included and who should
be excluded. The Jenkins-Keogh bill
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would permit these various groups to
organize themselves into an insurance
plan that would take care of them. It
would not be compulsory. But we can-
not pass that bill today.

Let us take another group, the State
and local employees which include the
teachers.

Mr. SCHENCK. Mr. Chairman, will
the gentleman yield?

Mr. JENKINS. 1yield to my colleague
from Ohio who I am sure wants to ask
me a guestion about that.

Mr. SCHENCK. I should like my col-
league from Ohio to tell us something
about the employees in local groups. I
understand, for example, that teachers
who are already under a State teachers’
retirement program can vote to go under
the social-security program also; is that
correct?

Mr. JENKINS. Yes, they can if they
wish. We left that open. I do not know
what the law is in other States but, as the
gentleman well knows, in our State we
have a teachers’ retirement fund. It is
a very strong one. The teachers are very
proud of it and they do not want to give
it up. And they will not give it up. And
they are not compelled to give it up un-
der this bill, if they do not wish to, be-
cause they may come in under social
security if they wish. We think that we
have a very fair formula for that. I have
the assurance from the representatives
of the teachers’ groups in Ohio that they
will be satisfied with the provisions that
are now in ‘the bill, which provide that if
they are permitted to have a referendum
at which more than one-half of their
number meet or participate in the way
provided by the law, and where two-
thirds or more of those who meet vote in
favor of coming under the social-security
system, then they may be included. If
they decide to stay as they now are they
can do so.

I am sure that our teachers in Ohio
will be free to do as they wish. I can-
not tell you what the law would be in
every other State, because this social-
security system cannot compel State
compliance., A State is a sovereign unto
itself,

Mr. SCHENCK. May I ask the gentle-
man if the teachers in one city vote to
come under social security, does that
bind the teachers in another city in the
same State?

Mr. JENKINS. As the gentleman
knows, the teachers in Ohio are bound
together in an organization known as
the School Employees Retirement Sys-
tem of Ohio. All the teachers who be-
long to this retirement system have been
required to pay into a fund from which
they would expect eventually to receive
their retirement pay. The State of Ohio
likewise would contribute into that same
fund. This is a very large organization.
No doubt there are thousands of teachers
who belong to this system, and likewise
the fund which has now been accumu-
lated would be a very sizable fund.
They and the State are all interested in
this same proposition. The State wants
to do what is best for the teachers, and
the teachers want to do what is best for
them. As I have already stated, those
representing the school employees re-
tirement system in Ohio may not have
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made up their minds as to whether they
want to come under a social-security
system. If some of them decide that
they wish to do so, and if others decide
they do not wish to do so, then they can
decide this question among themselves
with the teachers in accordance with the
plan set forth in this bill we are now con-
sidering, If one-half of those who would
be interested in making the change
would get their views together under a
referendum, then two-thirds of that one-
half could decide the matter. In other
words, if two-thirds of the teachers of
Ohio, meeting under a referendum' call,
would want to join the social-security
system, they may do so, but if they vote
not to join, then, of course, they will not
be compelled to join.

On the other hand, if the teachers in
Ohio—and probably all of them belong
to the retirement system, decide to stay
where they are and do nothing with ref-
erence to this bill we are now consider-
ing, they do not need to do anything.
They can stay and continue in theu'
present course.

Mr. Chairman, I should like to discuss

the provision that calls for an increase
in the earnings base from $3,600 to
$4,200. There was strong opposition to
this provision. I am inclined to support
that view, but the membership of the
committee was strongly in favor of mak-
ing the increase.
. Now, Mr. Chairman, naturally, from
what T have said any Member of this
body would be safe in guessing that I
expect to vote for this bill. I have given
it my very best consideration, and while
I am not entirely satisfied with it, I
learned long ago that in legislative mat-
ters the majority rules. No doubt many
will say that the dentists should be ex-
cluded if the doctors were excluded. I
would have been glad to vote that way,
but that did not suit a majority of the
committee. Likewise there are several
other matters that might be very con-
troversial. However, if this system is
fairly administered and fairly worked
out, it is sure to be of great benefit to
mahny people who will need protection
when old age overtakes them, and when
accident or disease strikes them down.
I feel sure that this House will pass this
bill-by an overwhelming vote and there-
by approve the honest and faithful serv-
ice which the members of the Ways and
Means Committee on both sides have
tried to render in connection with this
proposed legislation,

Mr. RIEHLMAN. Mr. Chairman, I
approve in- general the provisions of the
proposed- social-security amendments of
1954 reported to the Housé by the Ways
and Means Committee, and I commend
the committee for this major contribu-
tion to our legislative program. 'The bill
follows in all major respects the admin-
istration’s recommiendations for wider
coverage and increased contributions in
order to permit an increase in benefits
under the old-age survivors insurance
program, In the words of the esteemed
chairman of the committee: :

The development of this® leglslat!on i1s a
significant - demonstration of the legislative
and executlve branches of the Federal Gove
ernment working in close harmony to ad-
vance the welfare'.of the American public.
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- Qld-age and survivors insurance would

be extended to approximately 10 million
persons now barred from the program,
including farmers, many farm workers
now excluded, and self-employed profes-
sional people with the -exception of
physicians, All State and city employees
except the police and firemen would be
made eligible on an optional basis.” The
committee estimates that this extension
of coverage would result in benefits for
75 percent of all persons over 65 years
of age by 1960, in contrast with the 47
percent of such people eligible for bene-
fits at the present time. This signifi-
cant extension of coverage to millions of
persons not eligible for benefits at the
present time should secure for the future
an appropriate relationship between the
old-age and survivors insurance program
and the old-age assistance programs,
The old-age and survivors insurance
program, which is being extended, pro-
vides a fioor of protection against de-
pendency for the -aged retired worker
and his dependents and for the depend-
ent survivors of workers who die. Old-
age assistance programs are a secondary
line of defense, which should and will
be subordinated to cover only those rela=
tively few cases where insurance plans
are not feasible. ‘

Monthly benefits would be raised at
least $5 for all retired workers, and as
much as $31 for some families. To make
possible such an increase in benefits
without creating an undue strain on our
Federal finances, the bill would require
gradually -~ increasing contributions by
both ecmployers and employees as well
as by .the self-employed. - I have con-~
sistently supported extension of cover-
age and reasonable increases in bene-
fits to keep pace with rises in the cost of
living, although I have just as consis-
tently opposed any wholesale raids
upon the public treasury to raise bene-
fits indiscriminately to such heights that
they would perilize our national eco-
nomic stability and drive our private
insurance companies and other financial
institutions out of existence. I believe
that the proposed amendments to the
Social Security Act substantially correct
the shortcomings of the system without
exposing our national economy to these
dangers.

I am particularly pleased by the provi-
sion of the proposed amendments which
would permit all retired woikers to earn
as much-as $1,000 a year without losing
social-security benefits. At the present
time, those persons less than 75 years of
age are now disqualified for benefits in
any month that they earn more than
$75 as employees in jobs covered by
social security insurance.. This change
in the: law would permit continued
gainful employment by those of our
senior citizens still able and desiring
continued actlvxty, and encourages a
contribution to our national product by
such persons without depriving them of
the benefits of social security. o

Again, I commend the esteemed
chairman of the Ways and Means Com-
mittee and his fellow- committee mem-

bers upon the careful study and consid-.

eration ‘they have given to these most
important proposed amendments,

June 1

Mr. COOPER. Mr. Chairman, I yield
such time as she may desire to the gen-
tlewoman from West Virginia [Mrs,
KEEl.

Mrs. KEE. MTr. Chairman, it is a trip-
ute to the solid work which has gone into
previous social-security legislation that
this bill before us today is so noncontro-
versial.

I know of no organized opposition to
the measure, even though it contains im-
portant’ improvements in the exlstmg
act. For instance, it raises benefits;
will mean-higher payroll taxes for both
employees and employers since $4,200 of
each worker's pay would be subject to
the tax rather than the present $3,600;
and it provides also for a “freeze” for
eligibility purposes for workers who be=
come disabled before they are 65.

None of these changes are very reyolu-
tionary, of course. They are logical ex-
tensions of improvements which have
been made by the Congress in 1952, 1950,
and earlier. They are logical also in
terms of the thinking which went into
the original act—an act which has
worked exceptionally well:

But I can remémber, Mr. Chairman,
when provisions such as are incorpo-
rated in H. R. 7199, and which will be
passed today by the House with virtually
no opposition, would have been fought
savagely by some of the same people now
supporting them. They would have been
attacked as “socialism” or worse.

I think it is a tribute to the good sense
of the American people as well as to the
soundness of the earlier legislation that
we have finally brought social security to
this present position of being almost
noncontroversial in the House of Repre~
sentatives. For the people took to it im«
mediately and supported it whole-
heartedly down through all these years
and refused to be diverted by the millions
of dollars expended for propaganda in
an eftort to kill social security., They
wouldn't stand for that.

We are now making it possible for
farmers to come into the program. They
certainly deserve to be covered, just as
other self-employed groups are covered.
They have been paying the social-secur~
ity taxes on their own payrolls for hired
hands, thus making their employees eli-
gible for retirement benefits, while the
farmers themselves remained unpro-
tected. Yet no group of Americans works
harder or is more vital to our economY
and prosperity and happiness,

Clergymen, too, become eligible under
this bill, and that is also a proper step.
In most cases, the men of God have little
opportunity to amass worldly riches and
provide any ‘substantial savings toward
their later years.

Eventually, I think the doctors will
want to come into the program, too, par-
ticularly as they study the provisions for,
survivorship benefits. While ‘it is true
that doctors in good health seldom retire
at age 65, many overwork themselves at
such a pace that they fail to conserve
their own health while protecting the
health of the rest of us. Since the medi~
cal profession has foéught inclusion so
vigorously, I do not think they should be
forced into the program.” But I think the
individual doctor will want to study this
whole matter carefully,” - -
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Most Americans now covered by social
security want to see the program grad-
ually improved over the years to ap-
proach more closely the needs of the re-
tired individual or the family receiving
these benefits. We know that this can-
not be done overnight, particularly if the
program is to remain sound and based on
sound actuarial practices. There will
still be a need for supplemental income
from defense bonds or other savings or
occasional part-time work. It is hard
for any individual or family to live on
social-security benefits. Those who must
try to do so are often in very desperate
difficulties, and so we must continually
try to improve benefits as much as pos-
sible. The average benefit today for a re-
tired single person is only $50 a month,
for a retired couple only $86, and for the
widow of a deceased worker with, say,
2 children under 18, the average monthly
check is only $113. This is pitifully little
on which to live. This bill will mean
some increases in each case. I wish the
increases were greater, as proposed by
the bill introduced by the Democratic
leadership in the Ways and Means Com-
mittee.

Obviously, we cannot consider this bill
the answer to social-security needs. It
is not enough. If it is the best we can do
this year, then we must make up our
minds to do more and have a better bill
in the next Congress, and continually
keep the program under study and con-
stantly improve it.

Only then can we be sure we are build-
ing solidly for a better tomorrow for our
wage earners, our professional people.
our self-employed, and the great body of
hard-working people who make up the
American free-enterprise economy and
the American free society.

Solid work has been done in this field
in the 18 years since the first Social Secu-
rity Act became law. But we must never
stop improving so fundamental a part of
our social laws,

Mr, COOPER. Mr. Chairman, I yield
such time as she may desire to the
gentlewoman from Missouri [Mrs, SuL-
LIVAN].

Mrs. SULLIVAN. Mr. Chairman, from
time to time I have criticized the Eisen-
hower administration and the leadership
of the Congress for their failure to act
on important social problems facing the
people of this country, I think those
criticisms were more than justified. In
instance after instance where the Gov-
ernment could act and act effectively to
ease the suffering, the hardship experi-
enced by many of our people as a result
of economic dislocation and recession,
there has been no action.

Since I have criticized the administra-
tion and the leadership of the Congress
for this inaction, I think it only fair for
me to give credit today to the President
and to the leadership of the Congress for
harkening to the need for a moderniza-
tion of our social-security system. I am
grateful that in this one area, at least,
we are getting some necessary action of a
kind which will help millions of indi-
viduals and families receiving social«
security benefits.

The bill reported out by the House
Ways and Means Committee does not go
as far as I would like to see it go. The
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increased benefits are modest. While
provision is made to save the social-
security benefits at age 65 of workers
who become disabled before that time,
there is no effort here to make benefits
available immediately to a worker of any
age who becomes totally disabled. I
think that is one of the necessary areas
of new direction in social-security legis-
lation.

The slight increase in the amount of
outside income a social-security bene-
ficiary can earn without losing his social-
security payments is, I believe, another
inadequacy in this bill. How can people
live on social security? What we say to
a beneficiary is, in effect: Here is some
money on which you are to exist. We
realize it is not enough. But if you go
out and earn some money—if you earn
over $1,000 a year—we will reduce your
payments accordingly.

There may be very good reasons why
the social-security system cannot pay full
benefits to everyone at age 65 whether
he retires or not, but I do think we have
to provide a greater cushion—more lee=
way—on outside earnings than this very
little amount of $1,000 a year. Once a
man reaches 75, he draws his full social-
security benefits whether he is working
or not. Could not we perhaps lower that
age requirement? In other words, we
need a better answer, and we have not
got it in this bill.

But even though this bill does not go
as far as some of us would like it to go,
it is a substantial improvement over the
present social-security system and de-
serves support for its good motives and
worthwhile improvements. Since there
is no opportunity for us here on the
House floor to amend the bill in any way
whatsoever, we have then only the choice
of voting for or against. Under those
circumstances, I shall certainly support
the bill. If any further improvements
can be made to it in the Senate to liber-
alize it further along the lines proposed
by our Democratic leaders on social-
security legislation, I will be very grate-
ful.

There is only one thought that I would
like to leave with the House in connec-
tion with this legislation. It is this: A
bill of this kind deals not with abstract
ideas or special interests, it deals with
people with families, with men and
women who have reached the end of
their working careers—careers which
have spanned two frightful world wars,
numerous panics and recessions, and a
depression of unprecedented magnitude.
It has been hard for most working people
over those years to amass any sizable
savings. These are the people we must
be thinking about in this bill. These are
the kind of people we must never forget,
for they have been the backbone of
America’s great production and great
achievements over the years.

Mr. COOPER. M r. Chairman, I yield
such time as he may desire to the gen=-

tleman from Pennsylvania [Mur.
KELLEY].
Mr. KELLEY of Pennsylvania. Mr.

Chairman, ‘the people on social security
will rejoice in the passage of this legis-
lation because it gives them some sorely
needed help. The increases in rents,
food, and a lot of other things since the
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Eisenhower administration took office
have practically wiped out the social-
security increases we provided in 1952
and the situation is getting serious.

But what about the rest of the popu-
lation? Only about 6 million are receiv-
ing any kind of social-security benefits.
The rest of the people are going down-
hill economically because of joblessness,
lower production, high prices, and yet
nothing is being done to restore pros-
perity. The number of distressed com-
munities keeps growing. In the coal
areas we are experiencing not recession
but depression.

President Eisenhower promised a dy-
namic, progressive program. This so-
cial-security bill looks like the whole
program at this point. It appears to be
about the only progressive thing which
will come out of this Congress. Of
course, it is a Democratic program, pure
and simple, and if this were a Democratic
Congress the bill before us would be a
much better bill. But as long as this is
all we can get this year, and since we
cannot, under the rules, offer any amend-
ments to it, why, of course, we will sup-
port it.

Now, let us get on with some more good
legislation. The unemployment-com-
pensation program needs overhauling,
and I am glad that hearings are going
to start on that at least. But what
about my bill for public works to help
alleviate unemployment and also to pro-
vide the schools and community facilities
we need all over the country?

What about getting more of this sur-
plus food to needy families? What
about restoring farm prosperity? What
about giving the people more opportuni-
ties for jobs? What about getting more
purchasing power into their hands so
that they can buy the things they need
and thus stimulate business and stop this
trend toward bankruptcy? What about
tax relief for the lower-income groups
instead of just for big business?

We are informed that the Congress
plans to, or hopes to, adjourn in just
2 months. That does not leave much
time for a dynamic, progressive program.
Of course, it is enough time if all we are
going to pass of a progressive nature is
this Democratic-inspired social-security
bill. :

Unless we get busy, Mr. Chairman, we
will be saying to the unemployed and the
distressed and the small-business man
who is in financial difficulties because
his customers do not have any money
to spend that the Republican Party is
taking care of things in a new way—that
is, it is telling the people: Just wait
until you are 65 and you will have social
security to fall back on.

A lot of people cannot wait until they
are 65 in order to have some income,
Mr. Chairman. They need paychecks,
and they need them now.

Mr. COOPER. Mr. Chairman, I yield
such time as he may desire to the gentle-
man from New . Jersey [Mr. HoweLL].

Mr. HOWELL. Mr, Chairman, to the
extent that it improves the present so-
cial-security system, the bill before the
House today is a good step in the right
direction. I think it will receive almost
universal support here on the Demo-
cratic side of the House because it is in
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line with policies we have supported over
the years to expand and improve social
security.

Many of us had hoped for further im-
provements in this legislation. We be-
lieve the administration has asked for
too little, and the amendments it pro-
posed are too modest. But in view of
the difficulties the President had to con-
tend with within his own party in getting
even this modest improvement before
us, and the pressures he faced—also
within his parly—to try to destroy the
basic soundness of the reserve fund, I
appreciate even this limited bill and I
shall support it. :

It does not begin to compare with the
proposals which were made in a series of
bills introduced by many of us in the
minority. Instead of freezing the even-
tual social-security benefits of workers
who are disabled before they reach 65,
our bills would treat total disability as
the equivalent of retirement and provide
for immediate benefits. ’

Further, instead of basing benefits on
a maximum income of $4,200 a year as
this bill provides, we would go further
and count in at least the first $4,800 of
income a year, if not $6,000. That way,
contributions to the fund would be
higher, and benefits could be correspond-
ingly greater, while still assuring the
stability and soundness of the system
actuarily. The facts show that 61 per-
cent of the male working force covered
by social security earns more than the
present base of $3,600 a year, while 43
percent earns more than the proposed
new base of $4,200. To cover in a larger
proportion of their earnings, and base
payroll taxes and benefits on the higher
maximums, would not be out of line.

After all, if we believed in 1936 when
the original act was passed that $3,000

was & fair maximum on which to base

contributions and benefits, the equiva-
lent today would be at least $6,000.

To the extent that the administration
bill fails to approach these reasonable
goals -laid down in the bills introduced
on the Democratic side of the aisle, I
am sorry.

These, however, are generally differ-
ences in degree rather than in substance.
The principles on which the social-secu-
rity system are based have by now be-
come almost universally accepted, so we
no longer have to fight out the basic is-
sues as we once had to.

On the other hand, it would be ridicu-
lous to say that the final, perfect answer
to old-age security has been found and
put into effect. We are a long way from
that. This bill, in keeping with im-
provements made to the program in 1950
and again in 1952, follows in the right
path as far as it goes, even though, as I
said, it does not go far enough.
INTEGRATED ATTACK NEEDED ON RECESSION

: PROBLEMS

The increases in social-security bene-
fits provided for in this bill will be of
substantial help to those hard-pressed
citizens now over 65 who are attempting
to 'live and make ends meet on their
monthly benefit checks. Their plight
has been a particularly difficult one,
since the last increases were voted in
1942, for food prices, rents, utilities, and
most other living costs have gone up in
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that period. The slight decrease in the
Consumers’ Price Index the past. 2
months still leav®s that index at a much
higher figure than it was before the new
administration raised interest rates,
took off all controls, including local-op=
tion rent control, and otherwise fol-
lowed steps it promised would lower
rather than raise living costs. The op-
posite happened, of course.

Yet all this time economic activity has
slowed down, production has declined,
jobs have fallen off, in face of an ever-
increasing labor force, and business fail-
ures have grown by leaps and bounds,
particularly in small business.

So while this bill will benefit the 6
million persons presently on social-secu-
rity rolls and those who retire in the
future, the fact is that we need an .over-
all and integrated attack on recession
that will help 160 million Americans—
many of them in real distress, due to
unemployment and layoffs.

I am pleased that the Ways and Means
Committee now plans to begin on June 8
consideration of the bills before it for an
increase in unemployment-compensation
benefits—a long overdue reform which
should have been undertaken a year ago
when evidences mounted of a downward
trend in economic conditions. It is ur=
gent that this matter be taken up quickly,
Promises that we would see a great up-
surge in employment and in economic
levels in March, thus obviating any need
for action on what the President called
slambang economic measures, just never
did materialize, of course. Now admin-
istration leaders talk of an upturn by
Labor Day, or by next.year. In the
meantime, those who have lost their jobs
through.no fault of their own have been
forced to try to get along. on less than
a minimum income for decent and re-
spectable living, and thousands among
those have used up all of their unem-
ployment-compensation benefits and
have gone off the rolls, still without em-
ployment. o :

‘WE DARE NOT BE COMPLACENT AS ECONOMY
‘WORSENS

Under these circumstances, Mr. Chair-

man, we dare not be complacent. We
dare not feel that in passing a bill like
this providing a modest increase in so-
cial-security benefits for 6 million men,
women, and children on the social-secu-
rity rells we are in any sense meeting
the challenge of recession or taking big
and imaginative strides toward reestab-
lishing an atmosphere of full employ-
ment. For we are doing no such thing.

We are providing only a piecemeal
approach to a very tiny segment of the
whole problem .of recession. What we
are doing on social security is worth-
while, just as treating a hurt or a bruise
or a cut is worthwhile. But the patient—
our economy—is at present undernour-
ished; it needs building up. ‘It needs a
heavy dose of vitamins in the form of
an integrated economic program which
will restore purchasing power, increase
job opportunities, stimulate production
and expansion, and otherwise get this
country once again headed into a cli-

mate of full opportunity, full employ-

ment, and real prosperity for all.
This bill, as I said, is worthwhile as
far as it goes, but in the absence of a
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full-scale attack on recession using the
econoniic tools we have developed over
the years, it is much too little. Wil we
wait to discover that until it is much too
late?

Mr. COOPER. Mr, Chairman, I yield
such time as he may desire to the gentle-
man from New York [Mr, Finel,

Mr. FINE. Mr. Chairman, I heartily
endorse the proposed ' social-security
amendments. .

The men who led the Demccratic Party
and the Nation during the 20 years from
1933 to 1952 are responsible for a great
many legislative advances. One of the
most far-seeing and beneficial of these
is the social security program.

During his first term in office, Presi-
dent Roosevelt established a cabinet
committee on economic security. That
committee recommended in its report, on
January 15, 1935, that a program of
economic security “must have as its
primary aim the assurance of an ade-
quate income to each human being in
childhood, youth, middle age or old age—
in sickness or in health. It must pro-
vide safeguards against destitution and
dependency.”

On August 14, 1935 the Social Security
Act became law. It provided for several
distinct programs, each one designed to
meet a pressing need of the people. The
Federal old-age and survivors insurance
program established a system by which
employed individuals could insure g re-
tirement income for themselves or regu-
lar payments to their survivors in the
event of untimely death. The unem-
rloyment-insurance program set up un-
der the act helped provide a cushion
against loss of employment. The act also
called for Federal grants to States for
assistance to the aged, the blind and dis-
abled, and dependent children. :

The Social Security Act did not set
up a perfect system, but it did, provide
the basic foundation on which to build,
Since 1935 the Social Security Act has
been amended and improved on a num-
ber of occasions. ) .

The bill we have before us today is
another step in this gradual process of
improving and extending our social-
security system. I am sure it does not
represent the final answer, but as far
as it goes it is a worthy bill, This is
exactly the Kkind of legislation that
Democrats have been proposing and
supporting for many years. It contains
a number of improvements that Demo=
crats are publicly advocating at the
present time. In many.ways, this is just
the kind of social security bill that we
used to get when we had a Democratie
administration downtown. I see norea-
son why any good Democral should not
enthusiastically support it.

The unusual thing about this excel-
lent bill is that it is endorsed by the
Republican administration and prob-
ably will receive the support of most
Republicans in the House, And that
situation makes this a momentous and
heart-warming occasion, for it indicates
that the Republican Party is at last put=-
ting its stamp of approval on the Demo-
cratic social-security program,

It was not always this way. In 1935
Republicans in the House voted 95 to 1
to recommit the Social Security Act—
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some of them even called it unconsti-
tutional. The Republican Presidential
candidate in 1936 called social security
a cruel hoax and “a fraud on the
workingman” and the Republican plat-
form that year called for its repeal.

During the 80th Congress, the Repub-
lican Party excluded more than half a
million persons from social-security pro-
tection, until the law was amended by
a Democratic Congress in 1950 to cover
them. 1In 1952, a majority of House Re-
publicans voted against liberalizing
social-security benefits, though most of
them reversed this position on a later
rollcall.

But all that is past. Today’s events
may well mean that the Republicans
have changed their outlook, and instead
of fighting the Democrats on social secu-
rity will join us in working for a better
program.

To my Democratic colleagues, I re-
spectfully suggest that we accept the con-
version of our Republican brethren with
good grace. They are deserving of
praise, not criticism, for their candor in
publicly admitting the error of their pre-
vious ways. I hope we will not accuse
our Republican friends of coattail rid-
ing on the program of Roosevelt and
Truman, even though such a charge
might seem merited. Let us instead be
content to rejoice that they have finally
seen the light.

And to my colleagues on the Repub-
lican side of the aisle, may I point out
that you are on the right road, but you
have a long jouwrney yet before you.
Many members of your party still op-
pose public housing, reciprocal trade,
and other progressive Democratic pro-
grams. I want to remind you that there
is more joy over one sinner who repents
than over 99 just who do not need re-
pentance. I congratulate you on what
you have done on social security; when
you are ready to bow to the inevitable
march of progress on other issues, we
will again welcome you with open arms.

Mr. COOPER. Mr. Chairman, I yield
such time as he may desire to the gen-
tleman from New Mexico [Mr. DemP-
SEY]. ‘

Mr. DEMPSEY. Mr. Chairman, this
legislation, which is brought before the
House for the announced purpose of
broadening and extending the provisions
of the social-security program, contains
one provision which has brought to my
office many objections from members of
the dental profession, asking one ques-
tion which I have not been able to an=
swer. They inquire, “Why are physi-
cians being excluded from the provisions
of this measure and the dentists includ-
ed against their will?”

To my mind there is no reasonable an-
swer to that question. In fact I find it
impossible under a logical course of rea-
soning to understand why they should
not be excluded along with the other pro-
fessional group. Not one member of
the dental profession has advised me he
wishes to be included. I feel we should
respect their desires just as we have
those of the medical profession.

I believe that we are inconsistent
when we attemnpt to exclude the doctor
of medicine and include: the doctor of
dentistry in the provisions of this bill
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and are attempting to enact class legis-
lation. Why not exclude both of those
closely related professions?

I have never questioned the desirabil-
ity of or the need for social security. It
is one of the soundest economic pro-
grams our Nation has today. As one
who strongly supported the original
social-security bill in 1935 I am natural-
ly firm in my belief that the Congress
should do everything that will broaden
and extend its benefits to everyone pos-
sible. I am supporting this bill, but
deplore the closed rule under which it
comes to the floor of the House and our
inability ‘o amend it for I firmly believe
that if doctors of medicine are to be ex-
cluded from its provisions—with which
I agree—so, also, should we take the
same position with regard to doctors of
dentistry.

Mr. COOPER. Mr. Chairman, I yield
such time as he may desire to the gentle-
man from Kentucky [Mr, PERKINS].

Mr. PERKINS., Mr. Chairman, let me
first say that I will support this bill to
amend the Social Security Act. In fact,
I believe I am on record as supporting
every major change and improvement
that is included in this bill. I am very
glad to see the majority party accept the
principles of social security and take this
step toward the application of these
principles to all persons who earn their
living either as wage earners or inde-
pendent operators of their own busi-
nesses. My only objection is that this
step is too small, first, in making no pro-
vision for payments to totally disabled
workers.

I am wholeheartedly in favor of freez-
ing the benefit rights of these workers,
but I also believe that the principle of
social security is lacking so long as we
fail to provide payments for those work-
ers who are totally disabled for 6 months
or more. 'The basic policy of the Social
Security Act is that workers are disabled
by age at 65. We know that this is not
always true. Many workers are able to
continue their earnings many years be-
yond this age. Other less fortunate
workers, either because of the type of
work they do or because they lack the
physical stamina of the more fortunate
ones, become disabled long before reach-
ing the age of 65. I personally cannot
believe in the policy of letting such in-
dividuals be solely dependent upon wel-
fare programs, either public or private.
I hope that the next Congress will see
fit to make adequate provisions for those
workers who become disabled before they
reach the minimum retirement age
of 65.

The second omission in these proposals
is the failure to include a permanent pol-
icy for Federal participation in the State
welfare programs. The extension from
November 1954 to November 1955 of the
so-called cost of living increases for the
old-age pensioners under the State pro-
grams leaves this problemn in the hands
of the next Congress. I am not too
averse to this action as I feel that the
welfare of our aged, the blind, and the
dependent children not covered by social
security, if now neglected, will be in good
hands during the session following the
congressional elections of 1954. How-
ever, I am opposed to government by
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postponement and believe that it is the
duty of this Congress to establish a per-
manent policy for Federal participation
in the State welfare programs even if the
policy may be changed next year or some
ensuing year. Our failure to adopt a
permanent policy on this broad national
problem will not enhance the prestige of
the 83d Congress.

There are other provisions, such as
exclusion of amounts paid by a son to
his father from the definition of wages
under the Social Security Act, that may
have been necessary in the early years
of the program but are now detrimental.
Such minor items should be given more
careful study, and I regret that these
minor improvements have not been in-
cluded in this bill. Despite these omis=
sions, even the major ones, these pro-
posals both strengthen and broaden the
Social Security Act and deserve the sup-
port of every Member here.

The increases in monthly retirement
payments of $5 per month for those
workers whose earnings have averaged
$100 a month or less appear small, but
they are very important to that large
group of wage earners who, having
passed the peak of tlheir earning power
before this act became effective, were
forced to retire on $25 to $55 per month.
The actual increases exceed $10 a month
for that relatively small group whose av=
erage earhings since the act became ef-
fective were in excess of $225 per month.
It has been very difficult to maintain an
average rate of earnings of more than
$225 per month when the annual ceiling
was $250 per month. This group will
become larger as the effects of the $300
per month ceiling, which became effec-
tive in January 1951, and the proposed
$350 ceiling are reflected in future
earnings.

I ask every Member present to support
this bill as a solid step in the right direc-
tion and look forward to more and better
improvements in the coming years.

Mr. COOPER. Mr. Chairman, I yield
such time as he may desire to the gen=-
tleman from Kentucky [Mr. WaTrsl.

Mr. WATTS. Mr. Chairman, I have
asked for this time to commend the Ways
and Means Committee for the excellent
job it has done in bringing before the
House H. R. 9366, an act to amend the
Social Security Act. It is my intention
to support this legislation wholeheart-
edly on final passage.

The changes made in our present so-
cial-security laws by H. R. 9366 are for
the most part badly needed and very
beneficial. However, I cannot help but
believe it would have been much better
for this resolution to have been consid-
ered on the floor of the House under an
open rule rather than under a closed or
so-called gag rule as in this case. Had
the legislation been brought to the floor
under an open rule, it would have been
subject to amendment and the member-
ship would have been permitted to have
considered other changes in our present
social-security laws and in this proposed
piece of legislation. Under the closed
rule, which I opposed in voting against
the previous questions, the membership
of the House is not permitted to offer
or even consider any amendments to the
bill irrespective of their merits, Itis my



7440

opinion that had those of us who advo-
cated an open rule prevailed that the
legislation could have been made better
and more acceptable in several ways.
However, the legislation is good legisla-
tion and deserves the support of the
House.

-Mr. COOPER. Mr. Chairman, I yield
such time as he may desire to the gentle-
man from Pennsylvania [Mr. GRANAHAN].

Mr. GRANAHAN. Mr. Chairman, the
social-security program was one of the
greatest among many great achieve-
ments of the first 4 years in office of
President Franklin D. Roosevelt. It rec-
ognized that it is difficult if not impossi-
ble for most workers to set aside enough
money during their working years to
assure anything distantly approaching

an adequate retirement income when

their years of employment are ended.

Under it, millions of elderly Ameri-
cans—and also millions of dependents
of deceased workers—are collecting
monthly benefit checks not as a dole or
a charity but as dividends resulting from
the payments these workers and their
employers have made into the fund dur-
ing their working careers. As the pro-
gram has continued, coverage has been
broadened and more and more Americans
have come under this system.

We can foresee the.day when practi-
cally every American contributes to the
social-security fund out of his earnings
and is covered by the program upon re-
tirement. We have been going in that
direction in every Wi1ll Congress has
passed over the years to improve the
program, except in the 80th Congress
when the Republican majority reduced
coverage.

But as we expand the coverage and
otherwise -improve the Social Security
Act, we should keep in mind, I believe,
that social security benefits are far from
sufficient to assure an adequate retire«
ment income. The increase in the cost
of living over the years has been par-
ticularly hard on social security bene-
ficiaries. They have fallen steadily be-
hind. In real income—in purchasing
power—they are still behind what their

retirement incomes would have provided.

back in the days the program was set
up. And when they do get a raise in
beneﬁts, as happened in 1950 and again
in 1952 and as would happen under this
bill now before us, it comes usually well
after the increase in the cost of living
has already caused them extreme hard-
ship and set them even further behind.

FURTHER INFLATION IN 1953 HURT SOCIAL

. SECURITY BENEFICIARIES

When we increased social security
benefits in 1952, the cost of living had
generally levelpd off. Had we been able
to maintain a stable cost of living, the
social security pensioner would have
been much better off than he is today.

Instead, however, we had a new spurt
in living costs in 1953 when the new ad-
ministration came into office, and it kept
going up steadily well into this year,
even though economic activity started to
decline last July or August. The cost of
living is still substantially over what
it was a year ago. That has been a
tragic situation for those dependent on
social security for their income. It has
been inadequate.

CONGRESSIONAL RECORD — HOUSE

In this connection, Mr. Chairman, I
would like to see some provision made
for keeping social security benefits more
closely in line with living costs, and not
these long delays between the upswing
in the cost of living and a change in
benefits.

In 1939, a few years after the social-
security system was started, a worker
who had earned the maximum amount
subject to the program could retire with
a benefit of $46.80 a month. To have the
same purchasing power today he would
need over $90. Yet the maximum for a
single person at present is only $85—and
it was raised to that only 2 years ago.

Now of course it was impossible to live
on $46.80 a month in 1939, and it is even
more impossible to live on $85 today.
The maximum for a family today is
$168.50, and I would like to see any
family get along on that. )

ADMINISTRATION BILL IS TOO TIMID

Since the bill before the House today
has been brought out of committee un-
der a rule prohibiting amendments from
the fioor and giving the House only the
alternatives of passing or rejecting it,
our comments today can have no infiu-
ence on the, legislation. except insofar
as they reflect to the Senate the real
sentiment of many of us here in the
House. .

That is why I want the record to show
that while I am voting to pass this bill,
I think it is much too timid in its ap-
proach to the serious economic problems
of persons now on or soon to be on the
social-security rolls.

I have joined in sponsoring legislation
introduced by the Democratic leaders of

the House Ways and Means Committee,’

including Congressman EBERHARTER of
my own State of Pennsylvania, to raise
these benefits much more than the
Eisenhower administration’s bill would
do.

Since there is no way for us to vote for
the Dingell-Eberharter bill as an amend-
ment to this bill, I can only say that if
the Senate, where Democratic Members
are in the majority, passes a better bill
than this one before us now, I will cer-
tainly vote to support that.

That is the only way, it seems to me,
that we can get a better bill than this
until we again have a Democratic Con-
gress.

Mr. COOPER. Mr. Chairman, I yield

10 minutes to the gentleman from Ar-

kansas [Mr. MILLs]. )

Mr. MILLS. Mr. Chairman, I ask
unanimous consent that my colleague
the gentleman from Arkansas [Mr. Hagr-
RIs] may extend his remarks immedi-
ately following those I shall make.

The CHAIRMAN.
to the request of the gentleman from
Arkansas?

There was no objection.

Mr. MILLS. Mr. Chairman, after hs-
tening to the very splendid remarks of
the gentleman from New York, the chair-
man of the committee [Mr. Reep], the
gentleman from Tennessee [Mr. CooPER],
and the gentleman from Ohio [Mr.
JENKINS], little remains to be said about
the bill before the Committee today in
the way of an explanation.

Is there objection’
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Ifind, however, thatf there is some ¢on-
cern existing in the minds of some mem-=
bers of the committee with respect to
certain aspects of the coverage proposed
under the bill. Let me see if I canclarify
in just a minute or so the thinking of
the members of the committee, the
thinking of the people who proposed the
program initially and those who now
pronose improvements in the program.

Social security was originally con-
ceived, as I understand and I think I am
right in my understanding, as a method
of at least partially insuring people
against the loss of jobs or job oppor-
tunities due to unemployment or due to
advanced age. In the beginning, it was
thought that, since this was a new pro-
gram, it might well be better for all if
the coverage were limited to those who
were working for an employer. Thus, we
went along for some period of time with a
program which provided unemployment
compensation for those employees of an
employer who employed more than eight
people and for those people who retired
after reaching the age of 65 who had
worked for an employer. As time went
by, it became evident that the social-se~
curity insurance program conceived for
employees only was a program worthy
of extension to others. So, in 1950,
amendments were passed by the Con-
gress which provided extension of cover-
age to some 10 million people who were
not then covered by title II of the social-
security laws, the old-age and survivors
insurance program. We did not include
everyone at the time although the rec-
ommendation was that we include
farmers and all professional people and
farm labor and almost everyone who was
not then included. We did not do that
because, frankly, there was considerable
opposition among the groups that the
1950 amendments finally did exclude.

Mr. McCORMACK. Mr, Chairman,
will the gentleman yield?

"Mr. MILLS. I yield.

Mr. MCCORMACK. The gentleman is
giving a brief historical statement con-
cerning this legislation. The original
concept was based upon the theory of
private insurance, and then you remem-
ber in the latter 1930’s, we recognized
the social implications and made the
family unit the beneficiary. )

Mr. MILLS. That is true. We added
the survivor’s benefits in the 1939 amend-
ments.

Mr. BOW. Mr. Chairman, will the
gentleman yield for just one question
concerning farmers?

Mr. MILLS. I yield.

Mr. BOW. In the case of a farmer
who passes the age of 65 and no longer
works his farm, but has an interest in it,
and whose income would be over $1,000
in profits or other produce of the farm,
could he receive benefits or would he
have to continue to pay into the fund?

Mr. MILLS. The farmer described by
the gentleman from Ohio would receive
benefits, if he is not actively and sub-
stantially engaged in farming. ‘The fact
that he receives an income from an in-
vestment in a farm would not exclude
him from benefits at age 65. In other
words, he might rent that farm to some-
one who actively carries on the farming
operation and the proceeds from the
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rental might accrue to him, but that
would not bar him from receiving bene-
fits from social security after he retired,
and of course, he would not be paying
social-security taxes.

Mr. BOW. Suppose the operation is
carried on on a gharing basis?

Mr. MILLS. On a sharing basis also,
under the definition of what the com-
mittee means by the word “rent,” the
same would apply. Share rentals would
not preclude receipt of benefits. They
would be treated just as cash rentals.
The individual farmer would not be eligi-
ble for benefits at 65, if he continues to
operate his farm as he has all of his life
through the use of a few hired hands
with his wife and children helping him.
Such an individual would be described
under the bill as continuing in his farm-
ing operation and would be under cov-
ered self-employment, and if he made
more than $1,000 a year in net earnings
and was between 65 and 75 years of age,
he would not be entitled to benefits. If
he does not render substantial services
in operation of the farm he would be
eligible for benefits.

Mr. BOW. I thank the gentleman.

Mr, MILLS. The gentleman from
Ohio has directed my thought to farm-
ers which was the subject I had in mind
to discuss first. What is the position
today with respect to farm coverage
among the farm organizations who know
and speak the thinking of the farm
people? Two of the three great farm
organizations have for some time said
that it would be perfectly all right with
the farmers for them to be included
under social security, and that they
should be included under social security.
The remaining farm organization, the
American Farm Bureau Federation, has
consistently over a period of several years
said that it was the opinion of the lead-
ership of that organization and its mem-
bership that it would be well for us to
wait for a while until we have had some
more experience with coverage of the
self-employed under social security, until
the farmers can become better advised
on social security, before we bring them
under the program. Very frankly, it is
my own personal opinion that the ma-
jority of farmers want to be included
under social security. Otherwise I
would not want to bring them in. I want
to give you just a little bit of my own
thinking on this. As the gentleman
from New York well knows, and I refer
to the chairman of the committee, farm
organizations came before our commit-
tee this time. 'They expressed the views
which I have just reiterated here. Sev-
eral weeks have elapsed since the com-
mittee started the consideration of the
original social security bill in this session
of the Congress. We have had this new
bill, H. R. 9366, before us for approxi-
madtely a week.

There has been little, if any, protest
received by Members of Congress from
their own farm constituencies with re-
spect to the provision of the bill that in-
cludes farmers under Social Security, I
can understand the concern of some
Members over Whether or not their farm
constituents want coverage but I am con-
vinced that the majority of American
farm people need and want protection
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against advancing old age and untimely
death. I have had the opportunity
while at home in the district I have the
privilege of representing, of talking on
numerous occasions with farm groups
and with individual farmers with respect
to the question of whether or not they
preferred to be included under social
security or opposed the idea. Those
with whom I have had the privilege of
discussing the matter have almost in-
variably said, “We prefer a program of
social security which will permit us to
receive something when we get 65 years
of age, without regard to whether we
need it at that point in life and which
will permit our wives and children to be
protected in case we die.”

The way the situation operates today,
if a farmer in your district or mine finds
himself in destitute circumstances,
through some economic adversity, or
otherwise, he has no recourse except to
ask for public assistance. There is no
backlog of payments that have been
made by him into a fund out of which he
or his family can draw benefits without
any questions being asked.

Why do we persevere in the assump-
tion that the farmers of the United
States are less advised than other groups
in the United States, and cannot recog-
nize a real advantage when one comes
along, or a real benefit or a real profit
when one comes along? It would have
been better for them in the long run had
they been included some time ago, be-
cause now they are faced with a higher
rate of tax than they would have had to
pay in 1950 or 1946.

The CHAIRMAN. The time of the
gentleman from Arkansas has expired.

Mr. BOGGS, Mr. Chairman, I yield
the gentleman 5 additional minutes.

Mr. REED of New York. Mr. Chair-
man, will the gentleman yield?

Mr. MILLS. 1 yield.

Mr. REED of New York. I am sure
the gentleman remembers the splendid
statement made by the distinguished
Member from Ohio [Mr. SEcrest}. He
had taken a very exhaustive poll of the
farmers of his particular district, and
they were almost unanimous in favor of
coming under coverage.

Mr. MILLS. Iam glad the gentleman
called that to my attention. I had not
forgotten it. I intended to remark on
the fact that the gentleman from Ohio
[Mr. SEcresT] did conduct such a survey,
and the information he brought to the
committee was most illuminating to the
members of the committee who had not
had an opportunity to have free access
to people in the farm areas, and to dis-
cuss with them some of their problems
and desires.

What does it do to the economy of a
State, made up largely of farm people,
and to the pride and self respect of
farmers and their families when the
farmers are not included and they have
to look to public assistance rather than
to a system of benefit payments as a
matter of right? You find that in those
States a great number of the people have
a history of being farm laborers, tenant
farmers, farm operators, or farm owners
and have not been able to get social-
security protection. Not only must they

face a humiliating needs test to get
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assistance when adversity strikes, but
there is also a heavy burden placed on
existing taxpayers of a State because
they have been excluded from social-
security coverage. '

The arguments I could make for in-
clusion of farmers are t00 many to make
within the time allotted to me, but I do
want to say that I fear that sometimes
we proceed, when we do not hear from
someone requesting something, on the
basis that someone is not informed and
does not want anything done affecting
him. Just the other day I had a peti-
tion signed by a number of farmers—I
do not know how many-—from one small
segment of my district, not including an
entire county, but the individual who
sent it to me had obtained the signature
of every farmer he had contacted. It
was not a protest, but petitioning me to
be for the inclusion of farmers. I know
there are some who do not want it, some
who do not need it, some who will never
be in a position of needing any outside
security. But the percentage of those
farm individuals who wish to be excluded
is no greater than the percentage that
now exists with respect to other self-
employment and persons who would also
be covered or are already covered in
existing law. )

Something has been said about doctors
not being included. That is right. I do
not think they should be included and I
will tell you why. From a practical
point of view I do not think they should
be included. As Members of Congress
we are often influenced with respect to
our decision on national issues by
examples that come from the local area
we represent in Congress. From the
experience I have had in my district and
State there are very very few, if any,
older doctors who do not continue to
practice. They continuz as they always
have, maybe limited by physical handi-
cap, but they continue to practice and
I have never heard of any of them re-
tiring.

This program is based largely upon
the possibility of a situation arising
where a person will have need for a re-
tirement system. If a doctor is not
going to retire, and doctors generally do
not retire, they do not need retirement
benefits.

The same thing may be said about
dentists. However, I think, as the gen-
tleman from Tennessee has pointed out,
that there is a difference to some extent
in the situation involved in the two pro-
fessions. The dentists, as the gentle-
man from Tennessee pointed out, have to
use their hands—there is one sitting be-
fore me; and if I make a misstatement,
I will yield to him to correct me—they
have to use their hands probably a lot
more than the general practitioner uses
his, and they perhaps are on their feet
more than a doctor. Yes; there may be
some justifiable difference. We were ad-
vised that the American Dental Associa-~-
tion was opposed to coverage, but we
know that some State dentists’ organiza-
tions were for it. 'There was a general
conflict of opinion among dentists. Cer-
tainly dentists, if they are not entitled
to coverage or do not want to be.in-
cluded. will have an opportunity, a
genuine opportunity, to express their
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viewpoint to the Finance Committee of
the Senate: and if there is merit in their
position, certamly the Members of the
Senate will be most patient and most
considerate of their position,

On the whole, this is a very good bill.
There are some things in it which dis-
turb me, but, like every other piece of
major legislation, we should look at this
in the overall. I regret that time does
not permit me to give a fuller discussion.

Mr. HARRIS. Mr. Chairman, the
principle of social security was adopted
several years ago and is now accepted
by the American people as a progressive
social and economnic benefit. Congress
has expanded this program since the
original act more than 15 years ago. I
have supported the amendments hereto-
fore as providing insurance for our
people when they reach the age of re«
tirement and for other benefits for the
average American citizen.

We have another bill reported by the
Ways and Means Committee to expand
the social-security program, extending
coverage to an additional nine million or
more persons. Some of these, I under-
stand, on a voluntary basis. In addition,
this bill, as we are informed, increases
the benefits to retired workers.

I think from the experience from the
1950 act, it is generally felt that these
additional people should have social-
security benefits extended to them. I
think this expansion covering these mil-
lions of additional people is generally
accepted throughout the country. I am
therefore, Mr. Chairman, supporting this
bill which would expand the program
and provide increased benefits.

It is interesting that the additional
persons to be included in this system are
some 4! million of our farmers and
farm workers. Certainly this group of
people should have the benefit of this
program in order that they can provide
themselves with the necessities of life
in their later years.

This additional coverage includes some
200,000 or more domestic servants and
some 350,000 professionally self-em-
ployed. There are more than 3 million
people employed by State and local gov=
ernments already under retirement sys-
tems and some 250,000 ministers included
on a voluntary basis. This is for obvious
reasons.

I want to also commend the commxt-
tee for ‘its action in excluding the doc=
tors’ profession. Doctors cannot retire.
It would be a rare experience for a doctor
even in his late years in life to have an
annual income of $1,000 or less. There-
fore, they would be paying social-secu-
rity tax with no chance in most instances
of ever receiving any return or benefits
from it.

A lot of people will receive much en-
couragement over increasing the mini=
mum benefits from $25 to $30 per month
as this bill provides. Also, the fact that
the maximum is increased from $85 to
$98.50 per month.

It is of some interest, of course, that
the benefits that would accrue to those
wlho retire after January 1, 1955, will
range from a minimum of $30 per month
to a maximum of $108.50. Also, the
maximum family benefits is increased
from $168.75 to $200 per month. In an
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expanding economy as we have, it is ap-
parent that such action is thoroughly
Jjustified.

It is well known that to provide in-
creased benefits, it will increase the cost.
I, as many others, do not like to see in-
creased taxes. Increasing the base to
$4,200 per year that is taxable actually
means a tax boost of $12 per year to the
individual. Efforts have been made to
reduce taxes. Nevertheless, for this pro-
gram we must be realistic in providing
the means and method of payment if
the people are going to derive the bene=
fits.

Of course, there appears to be no seri-
ous or organized objections to this bill,
rotwithstanding this increase in the tax-
able base. The present administration
recommends it, the former Democratic
administration recommended it. There-
fore, these proposals have the general
support of both of our major parties and
is so commendmg it to the American
people,

Mr. REED of New York. Mr. Chair-
man, I yield 20 minutes to the distin-
guished gentleman from New Jersey [Mr.
KEaN].

Mr. KEAN. Mr. Chairman, I support
this bill wholeheartedly. It carries out
all of the basic recommendations made
by President Eisenhower in his social-
security message of January 14. It em-
phasizes his basic philosophy which is to
be conservative in financial matters—but
liberal in respect to human problems.

Included in it are provisions which I
have advocated for many years.

It was in 1948 that I first introduced a
bill which would grant that almost uni-
versal coverage provided here, for I have
long felt that no social-security system
could be sound with so many workers
remaining uncovered. But the party in
power would have none of it. They in-
sisted on the piecemeal approach. So
workers have continued to go in and out
of covered employment and the result
has been that benefits in- many cases
have been niggardly.

The need for cubstantial old age as-
sistance payments by the Federal Gov-
ernment continued high and every time
we wish to take in new groups we are
faced with difficulties as to how to do so
without impairing their future benefits.

Finally in this Republican bill, cover-
age does become almost universal. How=
ever, coverage of physicians was stricken
from the bill by the committee. I am
unable to see any justification in the
philosophy that only physicians should
be deprived of the benefits of this system.

Though it is my firm belief that the
majority of doctors—in my area at
least—do want to come into the system,
why, even if they did not, should this
comparatively small group be excluded?

At some future time when doctors fully
understand the system they will un-
doubtedly clamor to be covered and when
they do so it will be difficult to bring
them in without some loss of their bene-
fits, for certainly we cannot include a new
start or put in a new drop-out provision
for only 150,000 persons.

But enough of what is wrong in this
bill. This slight mistake is overwhelm-
ingly outweighed by the many improve-
ments provided,
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We have made coverage almost uni-
versal.

We have made possible inclusion of
nearly all of the State and municipal em-
yloyees who wish to be covered.

No longer will workers go in and out
of covered employment and thus have so
spotty a wage record that their bene-
tits will be negligible.

We have increased benefits substan-
tially for bothh those who retire in the
future and those who have retired in the
past so that they are more realistic with
respect to present wage scales.

In my own State—New Jersey—resi-
dents covered by old-age and survivors
insurance will receive an additional $20
million a year in benefits.

We have increased the maximum fam-
ily benefits to take care of the children
of those whose breadwinner has died.

We have provided a more liberal re-
tirement test.

We have arranged that those who be-
come totally disabled will not suffer loss
in their wage record as a result, so that
their social-security benefits will be
based on their earnings when they had
good health.

We have provided encouragement for
these disabled to become rehabilitated.

No more will years of temporary illness
or temporary unemployment reduce their
benefits for the dropout will take care of
this.

The Ways and Means Committee and
the Eisenhower administration can be
proud of what this bill does for the aged
and their survivors.

Our committee gave very careful con-
sideration to numerous proposals for
radical changes in the social-security
program. We carefully considered argu-
ments advanced by advocates of these
proposals and turned them down.

We accepted and strengthened the
fundamental principles of the program
advocated by President Eisenhower—
that the system should be maintained
on a contributory basis and that the
benefits should be related to wages. All
proposals for weakening the contribu-
tory insurance principle of the system
were defeated.

A more detailed summary of the im-
provements in the bill follows. I quote
in part from the committee report:

SUMMARY OF THE BILL
A. Old-age and Survivors insurance

1. Extension of coverage Old-age and sur-
vivors insurance coverage would be extended
to approximately 9.5 million persons who
work during the course of a year in jobs now
excluded from the program. The groups
brought into the program under the bill are
as follows:

(a) Self-employed farm operators whose
net earnings from farm self- -employment to-
tal $400 or more in a year (about 3.8 million),
$400 or more in a Year (about 3.6 million),
with a special provision to make it easier for
low-income farm operators to compute thelr
net earnings.

(b) Mosl professional self-employed per=
sons now excluded whose net earnings from
professional self-employment tota] $400 or
more in a year, including lawyers, dentists,
archltects. engineers accountants, funeral
directors, osteopaths, chlropractors veter-
inarians, naturopaths, optometrists, minis«
ters, and Christian Science practitioners
(about 400,000). Self-employed physicians
would remain excluded,
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(¢) Employees of State and local govern-
ments who are covered by State and local
retirement systems (other than policemen
and firemen), under voluntary agreements
between the State and the Federal Govern-
ment, if a majority of the members of the
system vote in a referendum and two-thirds
of those who vote favor coverage (about 3.5
million),

(d) Farm workers who are paid at least
$200 by a given employer in a calendar year
(about 1.3 million), with special provisions
to make it easier for the farm employer to
report his employees and to gear in the an-
nual test with the quarterly insured status
requirements.

(e) Domestic workers in private homes
(and others who perform work not in the
course of the employer’s trade or business)
who are paid 850 in cash wages by an em-
ployer in a calendar quarter but who do not
meet the 24-day test in the present law
(about 250,000).

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

(g) Most Federal employees not covered
by retirement systems, including temporary
employees in the field service of the Post
Office Department, census-taking employees
of the Bureau of the Census, civilian em-
ployees of Coast Guard post exchanges, and
certain other groups, and also employees of
district Federal home loan banks and of the
Tennessee Valley Authority who have a re-
tirement system (about 150,000).

(h) American citizens employed outside
of the United States by foreign subsidiaries
of American employers (about 160,000);
they would be covered under voluntary
agreements between the Federal Govern-
ment and the parent American company.

(i) Home workers now excluded from em-~
ployee coverage (although they may be cov-
ered as self-employed persons) because the
services they perform are not subject to
State licensing laws (about 100,000).

(J) Employees engaged in fishing and re-
lated activities (about 50,000) either on
vessels of 10 net tons or less or on shore
(other fishermen are now covered.)

(k) American citizens employed by Amer-
ican employers on vessels and aircraft of
foreign registry.

2. Computation of average monthly wage:
Up to 5 years in which earnings were lowest
(or nonexistent) could be dropped from the
computation of the average monthly wage.
The computation would be simplified by the
use of standard beginning-of-the-year start-
ing and closing dates, with computations
based on whole years.

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

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

(b) Persons who retire or die in the future
would, in general, have their benefits com-
puted by the following new formula: (i) 55
percent of the first $110 of average monthly
wage (rather than $100, as in present law)
plus 20 percent of the next $240 (rather
than 15 percent of the next $200); (ii) the
minimum monthly benefit amount for a re-
tired worker would be $30, and the minimum
amount payable to & survivor, where only
one such person was entitled to benefits on
c¢he deceased insured person’s earnings, would
be §30; (ili) the maximum family benefit of
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$168.75 under existing law would be ralsed
to $200; (iv) the provision in present law
that total family benefits cannot exceed 80
percent of the worker’s average monthly wage
would be retained, but this provision would
not reduce total family benefits below 1%
times the insured worker’s primary insur-
ance amount or 850, whichever is the
greater; and (v) lump-sum death payments
could not exceed $255. .

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

6. Eligibility for benefits: (a) In addition
to the present requirements for fully in-
sured status, an individual would be fully
insured if all the quarters elapsing after 1954
and up to the quarter of his death or at-
tainment of age 65 were quarters of cover-
age, provided he had at least 6 quarters
after 1954. .

.(b) Benefits would be paid to the sur-
viving aged widow, widowed mother, and
children, and parents of any individual who
died prior to September 1, 1950, and had at
least six quarters of coverage.

7. Preservation of benefit rights for dis-
abled: The period during which an indi-
vidual was totally disabled would be excluded
in determining his insured status and the
amount of benefits payable to him upon re~
tirement or to his survivors in the event of
his death. Determinations of disability
would be made by State vocational rehabili-
tation agencies or other appropriate State
agencies pursuant to agreements with the
Secretary of Health, Education, and Welfare.

8. Recomputation of benefits for work after
entitlement: An individual may have his
benefit recomputed to take into account ad-
ditional earnings after entitlement if he has
covered earnings of at least $1,000 in a year
after 1953 and after the year in which the
individual’s benefit was last computed.

9. Financing of OASI: Employers and em-
ployees will continue to share equally, with
the rate on each being as follows;

Rate
(percent)
2

Calendar years:
1954-59 ... _

The self-employed would pay 115, times
the above rates.
.B. Public assistance
1. The provisions of the 1952 amendments,
presently scheduled to expire at the close of
September 30, 1954, with respect to Federal
payments to States for old-age assistance,
aid to dependent children, aid to the blind,
and aid to the permanently and totally dis-
abled are extended through September 30,
1955,
GENERAL STATEMENT

Our committee considered all aspects
of the old-age and survivors insurance
program, We agree with the statement
of President Eisenhower in his message
to the Congress that—

Despite shortcomings which can be cor-
rected, this system is basically sound. It
should remain, as it has been, the corner=
stone of thé Government's programs to pro-
mote the economlic s&curity of the indis
vidual.. ' 4t
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A major shortcoming of the program
is its inadequate coverage. As long as
coverage is not substantially universal,
large numbers of people reaching age 65
will be either wholly without the protec-
tion the program affords or eligible for
benefits which are reduced because they
are based on only part of the individual's
earnings, Our committee is recom-
mending substantially universal cover-
age.

Extension of coverage is fundamental
to securing for the future an appropriate
relationship between the old-age and
survivors insurance and the old-age
assistance programs. Old-age and sur-
vivors insurance has responsibility for
providing basic protection against de-
pendency for the aged retired worker and
his dependents and for the dependent
survivors of workers who die. Old-age
assistance is the second line of defense.
After the extension of coverage in 1950,
which brought some 10 million additional
workers under the system, the percent-
age of aged receiving old-age and sur-
vivors insurance benefits increased
rapidly while old-age assistance de-
clined. In 1950, 225 out of every 1,000
aged persons in the country were receiv-
ing old-age assistance and 171 were re-
ceiving old~age and survivors insurance.
By the end of 1953, 190 out of every 1,000
aged persons were receiving old-age
assistance as compared to 344 receiving
old-age an