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SOCIAL-SECURITY BEILL

Mr. DOUGHTON. Mr. Speaker, I move that the House
resolve itself into the Committee of the Whole House on the
state of the Union for the further consideration of the biil
(H. R. 7620) to provide for the general welfare by estab-
lishing a system of Federal old-age benefits, and by enabling
the several States to make more adequate provision for aged
persons, dependent and crippled children, maternal and
child welfare, public health, and the administration of their
unemployment-compensation laws; to establish a Social
Security Board; to raise revenue; and for other purposes.

The motion was agreed to. ‘

Accordingly the House resolved itself into the Committee
of the Whole House on the state of the Union for the con-
sideration of the bill H. R. 7260, with Mr. McREYNOLDS In
the chair.

The Clerk read the title of the bill. .

Mr. TREADWAY. Mr. Chairman, I yleld myself such time
as I may need and I would appreciate being notified when
I have consumed 30 minutes.

The CHAIRMAN. The gentleman from Massachusetts is
recognized for 1 hour.

Mr. TREADWAY. Mr, Chairman, I admire the lack of
courage of the majority. There are two very apparent rea-
sons why there has been quite a lapse of time since the Ways
and Means Committee reported the social security bill.

Pirst, it was necessary to receive instruction from the
White House; and second, the majority were endeavoring

to see whether they could muster votes enough to pass the |,

bill under a gag rule. Having come to the conclusion that
it was impossible to do this, it was decided to handle this
‘ hot potato ” under an open rule and take their chances on
mustering enough votes to put the bill across in something
like the form that the committee has reported.

They have taken the right course, but for the wrong rea-
son. This bill contains such vital issues that it should be
thoroughly and completely discussed, and, I hope, very ma-
terially amended, before it reaches a final vote.

LITTLE TESTIMONY FROM PRACTICAL PEOPLE

In his lengthy explanation of the measure yesterday, our
distinguished chairman, the gentleman from North Carolina,
stated that the Ways and Means Committee had given most
careful consideration to this bill and that ample opportunity
had been given to everyone to appear in opposition to this
bill that desired to do so. Theoretically, that statement is
correct; practically, it is not.

While this measure has been before Congress since the
middle of January, and more than a thousand pages of testi-
mony have been taken, I want to call attention to the fact
that there was little testimony from persons of experience
in business lines. Practically everybody who appeared had
some part in drafting the legislation or was consulted with
respect to the problems involved. There were not to exceed
& half dozen persons who testified who were not a part of the
present new-deal administration,
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REVISED DRA¥T NOT PUBLIC UNTIL AFTER APRIL 4

While the bill was being revamped, and while it was under
consideration in the form in which it IS now presented, the
bill was not made public. Every copy issued to the members
of the committee was marked “ confidential ”, and the inter-
ested parties all over the country had no knowledge what-
soever of the contents of the present measure before it was
introduced on April 4.

Moreover, it is such a complicated bill, containing so many
different titles and different ideas, that the average citizen
would have much more difficulty in understanding it than we
Congressmen, who have had it before us.

OBJECTIONABLE TITLES SHOULD BE GIVEN ADDITIONAL CONSIDERATION

Such a departure from present-day policies as is contained
in the objectionable titles of the bill should be given the
greatest opportunity for study, analysis, and criticism. To
say that hearings were held and witnesses did not appear
is no argument that the country is for this measure in toto.

The only fair way that old-age annuities and unemploy-
ment insurance should be made policies of the Federal Gov-
ernment is after a disinterested commission, composed not
only of college professors, members of the *brain trust”,
and “new dealers”, but of people of experience and judg-
ment, has studied such problems for an indefinite period
and reached conclusions which could be recommended to the
Congress.

I can hear my Democratic colleagues say that the Ad-
visory Board set up by the President’s committee was com-
posed partly of such people as I have described. This Board
might be regarded as qualified to study the problem, but
their services were confined to very short periods and very
little consultation. No report from them was submitted to
the Ways and Means Committee. There is no evidence as to
their attitude toward this measure, nor do we know whether
they ever saw the revised bill.

THIS IS PERMANENT, NOT EMERGENCY, LEGISLATION

I cannot emphasize too strongly that very meager and
insufficient study has been made of this proposed legisla-
tion, under which the Federal Government is to embark
upon new and untried policies.

All recommendations of the present administration have
been based upon so-called “ emergencies ”, and the legislation
has been of a temporary nature, either to be operated for a
specified time or canceled in the discretion of the President.

An important part of the legislation contained in this bill
is not only new and untried in this country, but haste is
urged in the adoption of permanent policies. One of the
men principally responsible for the preparation of the bill
reiterated several times before the Ways and Means Com-
mittee that we should hasten this legislation through in
order that it could be submitted to State legislatures before

-they adjourned this spring. Fortunately, many of these leg-

islatures have already adjourned, and I hope they will ad-
Journ several times more before this hastily and ill-conceived
and apparently unconstitutional legislation becomes the per-
manent policy of the Federal Government.

NO COMFROMISE IN PRESENT BILL

There are two outstanding features in any legislative enact-
ment: First, the possibility of compromise in order that views
may finally reach a harmonious conclusion; and, second, the
scale of merit.

The first one is not found in H. R. 7260. There is no
compromise in it of any kind. The principles laid down in
the bill correspond with the original suggestions contained
in the report of the President’s Committee on Economic
Security, which indicates that the majority members of the
Ways and Means Committee are entirely subservient to the
instructions of the administration.

We therefore look to the second feature for a decision for or
against the measure.

DEMERITS OF BILL OUTWEIGH MXRITS

I feel that I have been fairly diligent In my attendance at
the hearings and executive sesslons of the committee, which
have run over a period of several months on this measure
alone.
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It has been my firm effort to become convinced of the
merits of the bill, and I have approached the several subjects
with an open mind. However, I have come to the conclusion
that the demerits of the measure far ocutweigh the merits.

SHOULD HAVE BEEN FOUR SEPARATE BILLS

If legislation of this character is to be passed by Congress,
there should have been 4 separate bills instead of 1, divided
into 2 categories: First, those which, according to the views
of the minority of the committee, “ spring from the desire of
the Federal Government to provide economic assistance to
‘those who need and deserve it ”’; and, second, those which are
based upon the principles of compulsory insurance.

FAVOR OLD-AGE PENSIONS, AID TO CHILDREN, EIC.

In the first class are titles I, IV, V, and VI, granting aid to
the States for old-age pensions, for the care of dependent
children, for maternal and child welfare, and for public
Lealth, They carry with them an appropriation for each of
the various purposes, which will aggregate less than $100,-
000,000 the first year. I am in favor of all of these titles.

OPPOSED TO OTHER TITLES

The other group consists of titles II and VIII, relating to
compulsory contributory annuities, and titles I and IX,
relating to unemployment insurance. I am opposed to these
four titles of the bill. They are not in any sense emergency
measures. They would not become eifective in time to help
pre.ent economic conditions, but, on the contrary, would be
a definite drag on recovery.

FAVOR INCREASE IN FEDERAL CONTRIBUTION FOR OLD-AGE PENSIONS

Title I of the bill provides for Federal cooperation with the
States in establishing and maintaining State old-age pension
systems. This cooperation is extended in the form of a grant
to the States of one-half the amount expended by them for
pensions for the aged, with a limitation on the Federal con-
tribution of $15 per month per person.

Of the 28 States which how have old-age pension laws,
none has a rate in excess of $1 per day or $30 per month.
If they continue the $30 rate, the Federal Government will
relieve them of one-half the cost, or they can increase the
rate to $45 without any new burden on the State Treasury.

With the Federal Government coniributing not more than
$15, the tendency will be to freeze the rate at not more than
$30. I cannot bring myself to belleve that a $30 pension is
adequate, particularly in cities, where rents and other living
costs are much higher than in rural areas.

If it is to be the policy of the Federal Government to coop-
erate with the States along this line, I would favor a sub-
stantial increase in the Federal contribution for the purpose
of meeting the conditions described in section 1, namely, as-
suring *“a reasonable subsistence compatible with decency
and health to aged individuals without such subsistence.”

UNEMPLOYMENT INSURANCE

Titles IIT and IX of the bill seek to coerce the States into
enacting laws for the payment of unemployment compensa-
tion. This ccercion takes two forms.

Under title ITI the Federal Government agrees to grant to
the States the sum of $4,000,000 in the fiscal year 1936 and
$49,000,000 annually thereafter for the purpose of meeting
the cost of administering their unemployment-insurance
systems, if, as, and when set up. Only one State—Wiscon-
sin—now has such a system in actual operation. The States
cannot qualify for this Federal assistance unless their laws
meet certain Federal standards of administration laid down
in the bill. )

The money appropriated is expected to be offset by the
incidental revenue obtained from the tax under title IX.
Titles IIT and IX are separated in the bill for constitutional
reasons.

DIRECT COERCION ON STATES UNDER TITLE IX

The coercion under title IX, in the guise of a tax, is more
direct. Employers of 10 or more persons are required, be-
ginning next year, to pay a Federal tax on their pay roll,
but are permitted to offset against this tax, up to 90 percent
thereof, any contributions made by such employers to State
unemployment-insurance funds.
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If the employer’s State has no unemployment-insurance
law, he gets no credit, but thust pay the Federal tax in full.
His employees, however, get no unemployment benefits, since
the receipts from the tax are simply covered into the general
revenues of the Government. Thus, employers will have the
burden of a pay-roll tax whether their State has an un-
employment-insurance law or not, and they can escape the
major portion of the Federal tax only by prevailing upon
their State legislature to enact such a law. In effect, title
IX forces employers to pay a tax either to the Federal
Government or to the State.

RATES OF TAX AND TAX BURDEN

The rate of tax under title IX would be 1 percent 1in 1936,
2 percent in 1937, and 3 percent in 1938 and subsequent
years.

The burden which it would impose on business and indus-
try is estimated by the committee at $228,000,000 in the first
year, $500,000,000 in the second year, and from $800,000,000
to $900,000,060 annually thereafter.

TAX WOULD INCKEASE UNEMPLOYMENT AND WOULD BE BURDEN OX
BUSLNESS

At this point I want to say that I have approached the
subject of unemployment insurance with an open mind. I
believe in it in principle, and favor its ultimate enactment
under State laws. However, I cannot support titles IIT and
IX of the present bill, because I am convinced that instead
of contributing to the relief of the unemployment problem
they would aggravate it. This would result in the following
manner:

First, by putting the penalty on pay rolls the tax under
title IX would admittedly have the effect of increasing
unemployment.

Second, by imposing a tremendous additional burden on
industry and business the tax would seriously retard busi-
ness recovery. .

Moreover, there is a constitutional question involved, since
the tax under title IX is not a true tax, but a legislative
“ club ” to force State action along certain lines.

EMPLOYERS WILL REDUCE NUMBER OF EMPLOYEES TO ESCAPE OR

MINIMIZE TAX

That the tax will increase unemployment should be rather
obvious. In the first place, employers of less than 10 persons
are exempted. The natural tendency for employers of
slightly more than 10 persons will be to reduce the number
below that figure and thereby escape all tax. If, for ex-
ample, 11 or 12 persons are employed, the tax must be paid
on the pay roll of all, but if only 9 are einployed; no tax
whatever is imposed.

" The bill, therefore, offers a direct invitation to reduce the
number of employees in a business to nine or less wherever
that is possible. At the same time it offers an inducement
to larger employers to get along with as little help as possible
in order to minimize the pay-roll tax. It is quite apparent,
therefore, that, although the tax is in the long run supposed
to be of benefit to the unemployed, it actually will increase
their ranks.

NO IMMEDIATE BENEFITS TO UNEMPLOYED

I might point out that even if the States promptly enact
unemployment-insurance laws no benefits could be paid to
the unemployed until after a reserve has been built up, and
this, of course, would take several years. Even then benefits
would be paid for only a few weeks, after a certain waiting
period, and with the present number of unemployed the
funds would soon be exhausted.

In this connection I cite the following language in the
report of the majority, page 7:

It should be clearly understood trat State unemploymezt com-
pensation plans made possible by this bill cannot take care of the
present problem of unemployment.

With respect to the payment of unemployment relief in
the future, the report adds:

Unemployment Insurance cannot give complete and unlimited

compensation to &ll who are uremployed. * * ¢ It can give
compensation only for a Uimlted period and for a percentage of the

wage loss,
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These statements in the committee’s report make clear the
fact that this is not in any sense emergency legislation which
requires immediate enactment. -No quick relief is intended.
Hence there is no object in leaving titles II and IX in the
bill, particularly when their result will be to increase unem-
ployment rather than relieve it.

So far as the burden of the tax on industry is concerned, I
will discuss that more in detail in connection with the tax
under title VIII, relating to compulsory -contributory
annuities.

INOPPORTUNE TIME FOR ENACTMENT

To summarize my position on the subject of unemployment
insurance, I may say that while I am in complete sympathy
with its general purpose, I do not believe that the present
is an opportune time to put it into effect, nor do I believe
that the method adopted by the bill is the best or only method
for dealing with the problem.

COMPULSORY CONTRIBUTORY ANNUITIES

I am strongly opposed to the provisions of titles IT and VIII,
which impose upon private industry a compulsory Federal
retirement system for superannuated employees and exact
& contribution from such employees and their employers, in
the guise of a pay-roll tax, to set up reserves out of which to
pay retirement benefits. :

PLAN IS UNCONSTITUTIONAL

The Federal Government has no express or inherent power
under the Constitution to set up such a scheme as is pro-
posed. No one knows this any better than the administra-
tion and the Democratic majority of the committee. They
have been working for months frying to give titles' II and
VIO some color of constitutionality. They are not very
proud of their handiwork, but they think it is in the least
objectionable form from the constitutional standpoint.

TITLES II AND VIII INTEGRAL PARTS OF SINGLE SCHEME

Titles II and VIII are just as closely related as a house and
its foundation. The former provides for the comptlsory pre-
miums; the latter for the benefits. The two titles go to-
gether and neither one is intended to stand by itself.

The reason that these two titles are separated in the bill
is that if they were combined. as they should be, they would
on their face be unconstitutional, since the ¥Federal Govern-
ment cannot lay a tax for any other purpose than the raising
of revenue for public uses. The tax imposed under title VIII
is not a tax at all, but an enforced insurance premium for |
old-age annuities. The money raised by the tax is not in-
tended for the support of the Government, but to pay the
benefits provided under title II to the same employees who
are taxed under title VIII. If you will look at the exemp-
tions from the tax under section 811 (b), you will see that
they are identical with the exemptions from the benefits
under section 210 (b).

MAJORITY RFEFPORT ATTEMPTS TO DECEIVE SUPREMXE COURY

The report of the majority makes no reference to the con-
nection between titles IT and VIII, because they know that
the Supreme Court is eventually going to look at that repart
to sec what the intention of Congress was in setfing up these
titles. They purposely omitted any reference to the connec-
tion between the two, because they wanted to try to delude
the Supreme Court. I do not think the Court is going to be
deceived, however. It is not going to let Congress do in a
back-handed way what it cannot do directly.

REAL PURPOSE STATED IN PRESIDENTS MRESSAGE

On page 5 of the report of the majority the inference is
left that title I is a Federal benefit system assuring support
for the aged “as a right rather than as public charity.”
This is outright deception. The report also states that title
II establishes & “ system of old-age benefits, paid out of the
Federal Treasury.” That, again, is outright deception.
Nothing of the kind is contemplated. The real purpose of
titles 11 and VIH is stated in the President’s message of Jan-
uary 17, 1935, in which he said that the object of these provi-
sions was to set up a system of *“ compulsory contributory
annuities 7, which in time would establish a “ self-support-
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CONSTITUTION SHOULD EITHER BX ABOLISHED OR RESPECTXD

Personally, I think this attempt to delude the Supreme
Court is rather childish. Either the Federal Government
has the power to set up this compulsory-insurance system
or it has not. The Constitution should either be respected
or abolished. What is the sense of having it if we are going
to spend most of our time trying to devise ways and means
to circumvent it?

BCOPE OF TAX CHANGED FOR CONSTITUTIONAL REASONS

Under the original bill nonmanual workers earning more
than $3,000 per annum were exempted from the tax, and
hence from the benefits, but in order to make the tax provi-
sions, standing by themselves, less obnoxious from a consti-
tutional standpoint, the tax was made applicable to the first
$3,000 of th annual wages of all employees regardless of the
total salary. Thus, while it was not the intention of the
original bill that this higher-salaried class of employees be
covered, they were included for constitutional reasons.

Obviously, an alleged tax applying to low-paid employees
and not to higher paid ones would arouse suspicion on
the face of it. I am afraid that the changes made by the
majority still has not removed this suspicion, because it
appears rather strange for a tax to apply to the entire
salary of a worker earning $2,500 annually, but to only the
first $3,000 of the salary of a corporation officer receiving,
for example, $100,000 annually.

Usually, we have found that the person drawing a high
salary or receiving a large income is the one whom an effort
has been made to penalize by taxation. There is a distinct
objection where the small-salaried man pays a tax on his
whole income and the higher-salaried man gets almost com-
plete exemption.

This again is a reversal of existing policy, in allowing a
man of large salary or large income to escape tax on a large
portion of his income while his less fortunate neighbor must
pay a tax on his entire salary. We have frequently heard
references made to socialistic tendencies and the creation of
sentiment favorable to socialism. I know of nothing that
will be more repugnant to the average wage earner than to
think “T am tc pay taX on my whole salary while the big
fellow pays tax on only a part of his.”

When this scheme of taxation becomes known, look out
for storm signals.

PRINCIPAL OBJECTION IS BURDEN THE TAX PLACES ON BUSINESS

I know that it is useless to call the attention of Congress
to the constitutional limitations on its powers. The admin-
istration is not going to play the legislative game according
to the rules.

I therefore wish to say that my principal objection to titles
I and VIII lies in the tremendous burden which they would
impose upon employers and employees.

RATES OF TAX AND TAX BURDEN

Titles VIII imposes a pay-roll tax on employers, regardless
of the number of persons in their employ, at rates ranging
from 1 percent in the 2-year period from 1937 to 1939,
inclusive, to & maximum of 3 percent after January 1, 1949.
This tax is imposed on thz first $3,000 of the annual wage
paid to each employee.

Title VIII also imposes a gross income tax on the first
$3,000 of the annual wage of the employee, which is de-
ducted by the employer from the employee’s wage envelope
and turned over to the Federal Government. The rate is
the same as that imposed on the employer, beginning with
1 pereent on January 1, 1937, and increasing at the end of
each 3-year period until the maximum of 3 percent is
reached in 1949,

The additional burden on industry and business by virtue
of the tax on their pay roll ranges from $280,000,000, in 1937,
to over $900,000,000 in 1950.

A further $280,000,000 to $500,000,000 is annually with-
drawn from the wages of employees, and hence from the
channels of trade.

TOTAL PAY-ROLL TAXES REACH $2,700,000,000 IN 1950

Considering the pay-roll taxes under titles VIII and IX
together, industry and business are faced with an additional
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tax burden of $228,000,000 in 1936, $800,000,000 in 1937,
$1,000,000,000 in 1938, and gradually increasing amounts in
future years, reaching $1,800,000,000 in 1950. This would
be in addition to Income, property, and other forms of exist-
ing taxes.

The latter figure does not include the $900,000,000 annual
tax on employees, which increases the total burden to
$2,700,000,000.

TAX MUST BE PAID EVEN IF BUSINESS IS IN THX RED

It should be remembered that the taxes imposed under
titles VIII and IX will be collected from businesses operating
in the red as well as those fortunate enough to make a profit,
and they will have to be paid even if the Government has to
take over the business in satisfaction of them.

PAY-ROLL TAXES WOULD PREVENT POSSIBILITY OF RECOVERY

. In my opinion, the proposed imposition of the pay-roll
taxes imposed under titles VIII and IX constitutes the great-
est single threat to recovery of all the administration’s ill-
advised policies. Business and industry are already operat-
ing under very heavy burdens. Many businesses at the pres-
ent time are barely able to keep their heads above the water,
and if they have to face a pay-roll tax for retirement an-
nuities, and another pay-roll tax for unemployment in-
surance, eventually aggregating 6 percent, they probably
will be unable to continue in operation. This means more
unemployment, and more uncertainty.

Aside from these taxes, the country iIs faced with addi-
tional income and excise taxes to pay interest upon and
ultimately retire the ever-mounting national debt. Where
the tax burden will end, nobody knows, and with business
trying its level best to stage a recovery amid all sorts of
difficulties, restrictions, and impediments, it is not going to
help conditions any by putting additional millstones around
its neck.

BUSINESS WILL ALSO FEEL EFFECT OF REDUCED PURCHASING POWER OF
EMPLOYEES

Not only is buslness going to be affected by the direct
burden imposed upon it, but it is going to feel the effect of
having the purchasing power of employed persons reduced
by from $280,000,000 to $900,000,000 annually. The admin-
istration seems to be so much interested in putting purchas-
ing power into the hands of the masses, but here is a mets-
ure which will considerably reduce the already existing pur-
chasing power of some 22,000,000 workers.

Mr. BOLTON. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. I yield

Mr. BOLTON. Do I understand that the annuity tax, or
the unemployment tax, goes into effect in 19377

Mr. TREADWAY. The unemployment tax affects your
pay rolls of 1936, collected in 1937.

Mr. BOLTON. Paid in 193772

Mr. TREADWAY. Yes.

Mr. BOLTON. That is the reason for the date being put
off to 1937 instead of 19386.

Mr. TREADWAY. I think there is a little policy involved
with respect to the date, when it goes into effect, and I think
the gentleman comprehends what that is.

Mr. BOLTON. Yes.

Mr, RICH. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. I yleld.

Mr. RICH. This is going to exact a total tax on industry
a 9-percent tax bill?

Mr. TREADWAY. Yes; 6 percent on the employer and 3
percent on the employee.

Mr. RICH. Then would it not be a good idea to call this
a 9-percent tax bill?

Mr. TREADWAY. That would not be in accordance with
the intentions of the proposers of this measure. They want
to hoodwink the public and the country into thinking this
is a great emergency bill, when it will not be effective for
several years.

The CHAIRMAN. The gentleman from Massachusetts
has consumed 30 minutes of his time.

Mr. SAMUEL B, HILL. Mr, Chairman, will the gentle-
man yield?

Mr. TREADWAY. I yield,
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Mr. SAMUEL B. HILL. Has the gentleman from Massa-
chusetts heard any member of the majority on the Ways
and Means Committee claim that this is an emergency bill?
Has it not been the contenticn all the while that this is
permanent legislation?

Mr. TREADWAY. 1 called attention to the fact that this
is the most important piece of legislation introduced by the
present administration, because all our previous enactments
have been emergency legislation, whereas this is a piece of
permanent legislation, which strikes me as very foolish.

Mr. SAMUEL B. HILL. And it purports to be permanent
legislation.

Mr. TREADWAY. Of course, I absolve the majority of
the Ways and Means Committee of ever having represented
it as an emergency measure except to this extent: Your
chief advocate, to whom I have already referred, wanted to
hurry us in the consideration of the most important problem
I have ever known to come before the Congress in peace
times in order, forsooth, to push it through the State legis-
latures and get this coercive proposition working quickly.
Fortunately we were able to keep that down.

Mr. SAMUEL B. HILL. 1Is the gentleman disappointed
because the Ways and Means Committee provided plenty of
time for ample consideration?

Mr. TREADWAY. I do not consider they gave plenty of
time when we consider that this is a permanent policy that
you are setting up here, upsetting all business conditions,
changing methods of doing business, inaugurating a new
scheme of a permanent character. I consider that such a
measure cannot be given sufficient study in 3 months’ time
and have it digested by the people. The members of my
own committee realize this. I am one of them, and I will
acknowledge that I cannot answer many questions that can
be asked today about it; and as much as I respect the men-
tality of the leaders on the majority side, I doubt whether
they can answer many questions that can arise here.

Mr. SAMUEL B. HILL. Is the gentleman from Massa-
chusetts opposed to the bill?

Mr. TREADWAY. I shall vote most strenuously in oppo-
sition to the bill at each and every opportunity I get. Does
that answer the gentleman’s incuiry?

Mr. SAMUEL B. HILL. Yes; it does answer the inquiry;
but I have a few comments to make a little later on about it.

Mr. TREADWAY. Al right; but do not qualify my objec-
tion to the bad features of the bill offsetting its good features.
You have plenty of window dressing in here and I am going
to refer to that.

Mr. FITZPATRICK. Mr. Chairman, will the gentleman
yield?

Mr. TREADWAY. I yield to my native Berkshire friend.

Mr. FITZPATRICK. The gentleman stated that there
would be a tax placed on business now in the red.

Mr. TREADWAY. Yes.

Mr. FITZPATRICK. When the sales tax of 3 percent was
brought up in the Seventy-second Congress it worked the
same way, and did not the gentleman favor it?

Mr. TREADWAY. I am certainly, today, in favor of a
sales tax that is fair to everybody, but this tax Is a special
rather than a general one.

Mr. FITZPATRICK. That tax would have affected all
business that was in the red?

Mr. TREADWAY. Yes; it probably would; but that does
not answer the question involved in this proposition. Here i3
a tax on pay rolls. You do not make any point in that com-
parison, Brother FIT2PATRICK. A sales tax materially differs
from anything in this bill. I would be glad to argue the
difference if time permitted.

Mr. MARCANTONIO. Will the gentleman yleld?

Mr. TREADWAY. I yield.

Mr. MARCANTONIO. Is it not a fact that this Houss
turned down the sales tax?

Mr. TREADWAY. It did; and I am sorry it did

Mr. MARCANTONIO. Isnot a pay-roll tax just as vicious
as a sales tax?

Mr. TREADWAY. because this is a specialized
vicious tax.

Yes;
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Mr. VINSON of Kentucky. Will the gentleman yield?

Mr. TREADWAY. 1 yield.

Mr. VINSON of Kentucky. The gentleman from Massa-
chusetts has made a strong argument against title 2 and
title 8.

Mr. TREADWAY. I do not think the gentleman fromn
Kentucky agrees with me.

Mr. VINSON of Kentucky. I wondered if it was pre-
pared after the conference held by your Republican friends.

Mr. TREADWAY. No, sir; I have been prepared to go
along with the members of the committee if they had
stricken out the bad features of the bill. I did not have to
wait for the President to return to get instructions from
the White House as to how I stood on the bill. The Com-
mittee on Rules cculd not act until after they heard from
the White House as to a gag rule.

Mr. VINSON of Kentucky. When the bill was under con-
sideration—and I am not betraying any confidence of the
committee, as it has been carried in the press—the gentle-
man from Massachusetts and his Republican brethren were
not as strong in opposition to titles II and IX as at present.

Mr. TREADWAY. But we are not the proposers of the
legislation. You men that propose such vicious legisla-
tion will take the blame. We will sit by on the side lines
and see you operate this great measure. We only have 7
votes against your 18 votes. We know what a minonty is.
We sat there waiting for the emissary to come from the
‘White House and tell you what was to go in the bill and
what was not. I know what a minority is. I have been
a Member of the majority as well as of the minority. We
never got such instructions when we were in the majority
and I hope we never will when we get in the majority again.

Mr. DOUGHTON. Will the gentlema.n yield?

Mr. TREADWAY. I yield.

Mr. DOUGHTON. Let me say that, as far as I know, as
the chairman of this committee, after the original bill was
framed, that not one single word, either directly or indirectly,
came from the White House or anyone representing f.he
White House, as to what we should do with the bill.

Mr. TREADWAY. I am sorry the gentleman is so igno-
rant as to the procedure of the Ways and Mecans Committee.
I did not suppose he would admit such ignorance as to what
transpired in that committee.

Mr. DOUGHTON. Let me say to my good friend that I am
not so ignorant that I cannot tell the truth. [Laughter.])

Mr. TREADWAY. Any time I fail to tell the truth I wish
the gentleman would remind me of it.

Mr. DOUGHTON. I would be reminding the gentleman a
good deal of the time, [Laughter.]

Mr. TREADWAY. Every time I make an argument con-
trary to the ideas of my distinguished friend the chairman of
the committee, he says some harsh things, but he does not
mean it, and we shake hands after it is all over.

Mr. KENNEY. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. 1 yield to the gentleman from New
Jersey.

Mr. KENNEY. To ask the gentleman whether he proposed
any plan at all for an old-age pension?

Mr. TREADWAY. What a foolish, ridiculous question.
What earthly good would it do for us to propose a plan when
you Democrats deprived us of three votes on the Committee
on Ways and Means. The gentleman should not ask foolish
questions; he had better talk about his lottery. That would
be much better.

Mr, KENNEY. Perhaps it was foolish to expect a different
answer from the opposition, but I compliment the gentleman
from Massachusetts for his contribution to my plan for a
national lottery.

Mr. TREADWAY. Oh, the gentleman should talk about
his favorite pastime.

Mr. KENNEY. Yes; I shall do so during the present emer-
gencies, and credit is due the gentleman for mentioning it,
because it was the lottery that put the gentleman’s State on
its feet, and a lottery conducted by the Government for
public benefit, in my opinion, is not gambling.
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Mr. TREADWAY. No State ought to expect to pay its bills
through gambling devices.

Mr. TABER. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. Yes.

Mr. TABER. Does the gentleman attach any significance
to the fact that the Chairman of the Committee on Ways and
Means, in answer to the gentleman from Massachusetts in
reference to the White House suggestion, stated that no
* constructive ” suggestion came from there?

Mr. TREADWAY. If the gentleman used that word, I
think that qualified him.

Mr. ENGEL. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. I will have to continue, if I may.

PAY-ROLL TAXES WILL DECREASE PURCHASING POWER OF THE MASSES BY
INCREASING COST OF LIVING

The pay-roll taxes on Industry will indirectly decrease the
purchasing power of the public generally by addinz enor-
mously to the cost of living.

This form of tax, like the turn-over tax, will bs applicable
to every process of production and distribution and will be
pyramided from one stage to another.

PAY-ROLL TAX FOR ANNUITIES ALSO PUTS PENALTY ON EMPLOYMENT

In discussing the pay-roll tax imposed under titie IX, re-
lating to unemployment insurance, I pointed out how it would
have the effect of increasing unemployment by putting a pen-
alty on employment. The same effect will be produced by the
pay-roll tax under title VIII. Eere, again, the {cudency will
be for employers to get along with as little help as possible in
order to minimize the tax. This is another respect in which
the pay-roll taxes tend to hinder recovery.

BILL GIVES NO RECOGNITION TO PRIVATE PENSION SYSTEMS

One further reason for my opposition to the compulsory.
annuity provisions of the bill is that they give no recognition
whatever to the old-age retirement systems set up by indi-
vidual employers. This means that these private systems
cannot be continued, even though in most instances they
provide more libersl benefits than are contemplated by the
bill.

PROBLEM OF RESERVES

There is one feature of the compulsory annuity provisions
to which I wish to call attention that is generally overlooked.
I refer to the matter of reserves.

According to the report of the comriittee, the reserve for
the payment of retirement benefits will reach a maximum of
about $32,000,000,000. That is more than the present
national debt.

In his statement before the Ways and Means Committee,
the Secretary of the Treasury, in referring to this matter,
sald:

It should be emphasized that the Federal Government, by In-
augurating a national contributory cld-age annuity system, is un-
dertaking responsibilitics of the first magnitude. Not only is it
committed to paylng a 3-percent return upon all collections in
excess of current berefit payments tnvolved, but 1t iIs also divert-
ing for the purpose of old-age security a very large fraction of
its possible tax revenues.

I do not very often agree with the remarks of the dis-
tinguished Secretary of the Treasury, but I do agree most
fully with that statement that we are * undertaking respon-
sibilities of the first magnitude.” I suggest that gentlemen
read that statement of the Secretary of the Treasury, and
consider the underlying thought involved in it. He says we
are not only undertaking responsibilities of the first magni-
tude, but that we are diverting for the purpose of old-age
securities a very large fraction of possible tax revenues.
There is a great deal of real meat in that.

Mr. PERKINS. And when the reserves reach $32,000,-
000,000, how are they to be invested?

Mr. TREADWAY. I am coming to that.

Mr. HARLAN. Mr. Chairman, will the gentleman yleld?

Mr. TREADWAY. Oh, I must yield to my old competitor
and opponent always. He always has words of wisdom to
expound.

Mr. HARLAN. I just noticed that this reserve of $32,000,-
000,000 would not be reached until 1970,
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Mr. TREADWAY. Then why store it over in the Treas-
ury vaults, any more than silver and gold that the country
is buying up so liberally?

Mr. HARLAN. The gentleman’s statement was that our
debt could not be reduced until the Republicans get in power.

Mr. TREADWAY. That is correct.

Mr. HARLAN. And I have just merely thought that 1970
would be about the time when that would happen.
[Laughter.}

Mr. TREADWAY. Oh, we will take a chance of reducing
it before that time with our party in control.

This statement of the chief flnancial officer of the Gov-
ernment should have careful and thoughtful consideration.
1t is quite apparent that the establishment of this contribu-
tory annuity system is going to have consequences which
are little dreamed of in connection with its broader purpose.
Yet these consequences are likely to be such trat they should
not be overlooked.

GOVERNMENT COMMITTED TO PAYMENT OF 3-PERCENT INTEREST ON
RESERVE FUNDS

‘The fact that the Government is committed to the pay-
ment of 3-percent interest on the annuity reserve simply
means that this country is faced with a permanent naticnal
debt of $32,000,000,000 on that account. Even if the present
pational debt should be retired—and that could only happen
when the Republicans are returned to power—even if our
debt should be retired, our taxpayers would still have to
pay nearly a billion dollars a year in interest on the annuity
reserve.

RESERVE I8 INVITATION FOR GOVERNMENTAL EXTRAVAGANCE

What would be the consequerice of having $32,000,000,000
of credit standing in the name of the National Government?
Would it not be an invitation for all sorts of pork-barrel
schemes and wild-spending sprees? We would have such
an orgy of extravagance that even the unprecedented ex-
penditures of the Roosevelt administration would seem small
in comparison.

The report of the majority states that this reserve could
be used to retire outstanding tax-exempt securities, but I
wish to point out that the securities would still be tax-
exempt when held by the Government.

Not only is there a large resarve account in connection
with retirement annuities btut under the provisions of section
304, all State unemployment-insurance funds must be paid
into the Federal Treasury and held in {rust by the Secre-
tary. The Federal Government is committed to the pay-
ment of interest on this fund, which in time may reach
large amounts. The existence of this second trust fund
agegravates the evils in connection with the annuity trust
fund.

It not only is evident that we are taking out of industry
a very large annuity and unemployment fund but we are
starting a dangerous policy when we commit the Govern-
ment to paying interest on trust funds held for the States.
This interest must be paid whether the Government has
any use for the money or not, and the provisions of section
904 of the bill simply add another burden on the American
taxpayer. Moreover, it is a burden which they are not
essentially under any obligation to bear.

Mr. ROBSION of Kentucky. Mr. Chairman, will the gen-
tleman yield?

Mr. TREADWAY. Yes.

Mr. ROBSION of Kentucky. The gentleman pointed out
that industries or concerns employing 10 or more people
would finally be subject to a 9-percent tax.

Mr. TREADWAY. Yes; including the tax on employees.
The tax under title IX only applies to employers of 10 or
more, but the tax under title VIII applies regardless of the
total number.

Mr. ROBSION of Kentucky. I would like to hear the gen-
tleman’s views on how that will affect those who employ less
than 10, for instance 9, who pay no tax.

Mr. TREADWAY. I think I have explained my position
on that. A man employing just at that margin, 11 or 12
or 13, will discharge a number 50 as not to have to pay any
tax under title IX,
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Mr. ROBSION of Kentucky. If there is a 9-percent dif-
ferential between those who employ less than 10 and those
who employ 10 or more, what effect will that have?

Mr. TREADWAY. Title IX will give the small employer
an advantage over the larger employer.

Mr. ROBSION of Kentucky. Is there anything in the bill
to obviate that situation?

Mr. TREADWAY. No.
yix;g. JENKINS of Ohio. Mr. Chalrman, will the gentleman

eld?

Mr. TREADWAY. Yes,

Mr. JENKINS of Ohio. I think there may be some mis-
understanding as between the gentleman from Massachu-
setts [Mr. Treapwayl and the gentleman from XKentucky
[Mr. RoBsioN] with reference to the 9 percent. As I under-
stand it, all of the 9 percent does not apply in the same
category with these 10 people.

Mr. TREADWAY. No.

Mr. JENKINS of Ohio. Six in one group and three in
the other.

Mr. TREADWAY. Six percent applies under title VIII,
to emplovers and employees, and 3 percent applies under
title IX, to employers of 10 or more.

Mr. ROBSION of Kentucky. The 3 percent applies on
those who employ 10 or more? '

Mr. TREADWAY. That is true of the tax imposed by title
IX. The tax under title VIII has no such exemption.

Mr. ROBSION of Kentucky. Just one other question, if
you please. The railroads of the country have set up a pen-
sion organization. Congress has authorized that, and it is
now before the Supreme Court with regard to many other
industries. Is there any way to reconcile that, to help those
who have already got a system that they prefer to this?

Mr. TREADWAY. On the contrary, the question of
private annuities was discussed very fully in the committee,
I am breaking no confidence when I say that the majority,
which of course has written this bill, would not show any
consideration for the corporations that have their own
systems of pensions. The gentleman does not blame our
side for this composition which X hold in my hand, of
course,

Mr. ROBSION of Kentucky. What will become of the tre-
mendous sum that the workers in years past have put into
these various annuity fuuds?

Mr. TREADWAY. There are two features, as I under-
stand it. The first proposition is, they could liquidate, if
it was an agreement between the employer and the em-
ployee. The other proposition is that if large corpora-
tions have insured their employees through an insurance
company, those policies could be canceled.

Mr. ROBSION of Kentucky. But there are contracts.
How do you get rid of those contracts?

Mr. TREADWAY. I hope I mace it plain that I am not
defending that proposition whatever. I am only trying to
explain it a little bit.

Mr. ROBSION of Kentucky. Does this bill propose to do
away with or destroy all those contracts that have been
entered into?

Mr. TREADWAY. In effect; yes.

Mr. VINSON of Kentucky. Wili the gentleman yleld?

Mr. TREADWAY. 1 am sure the gentleman from Ken-
tucky will be able to give his colleague better support for
the bill than I have been able to.

Mr. ROBSION of Kentucky. I am simply seeking infor-
mation.

Mr. VINSON of Kentucky. I wanted to speak about that,
because the gentleman from Massachuseits [Mr. TrEADWAY]
has caused the gentleman from Kentucky [Mr. Rossion] to
have an erroneous impression as to the tax upon concerns
employing 10 or more and those employing less than 10.
The gentleman from Ohio [Mr. JeNkINs] is correct in
pointing out that the tax on employers of 10 or more falls
in one category. That is a 3-percent tax for unemployment
compensation, but, after all, the employing of 10 or more
does not affect the tax that is collected under title VIIL.
Old-age benefits will be paid employees regardless of the
number employed.
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Mr. TREADWAY. Would the gentleman mind giving
his explanation in his own time and let me conclude my
remarks?

Mr. Chairman, I do not care to yield in order to have
speeches made in my time. When I have concluded, I will
then be glad to leave the field open, as far as I am con-
cerned.

I yield now to the gentleman from Pennsylvania.

Mr. DUNN of Pennsylvania. From the gentleman's ad-
dress, I take it for granted he is really in favor of an old-age
pension?

Mr. TREADWAY. I am in favor of title I, which is the
old-age pension, whereby the Government will pay to States
ang pay it out and out, from general taxation. Title I does
not set up a new taxing scheme. I am opposed to new
taxes.

Mr. DUNN of Pennsylvania. I believe an adequate old-
ege pension would wipe out of existence the abominable poor-
houses of the Nation.

Mr. ASHBROOK. Will the gentleman yield for a ques-
tion?

Mr. TREADWAY. I yield.

Mr. ASHBROOK. I have very great respect for the gen-
tleman from Massachusetts, and I always listen with great
interest to whatever he has to say, even though I do not
always agree with him. I understand the gentleman is in
favor of an old-age pension?

Mr. TREADWAY. Yes.

Mr. ASHBROOK. And that the gentleman is of the
opinion that the amount prescribed in this bill is not suffi-
cient?

Mr. TREADWAY. No. I think I 'would like to see it
raised a little, but you will notice the word * little.”

Mr. ASHBROOK. The question I wish to propound to
the gentleman is what he would favor? How much of a
pension would the gentleman favor? What is the maximum
pension he would favor?

Mr. TREADWAY. Well, that is a leading question. I
admit it is a very fair question, but it is a difficult one to
answer. I would refer the gentleman to the clause in the
bill, which I think is well stated. Some of the gentlemen
wanted an indefinite amount. Others realize that if we
go too high we may add to this debt; but let me call the
attention of the gentleman to the clause which I read in
my remarks in section 1 of the bill:

For the purpose of enabling each State to furnish financilal
assistance assuring, as far as practical under the conditions in
such State, a reasonable subsistence compatible with decency and
health to aged Individuals without such subsistence there 13
hereby authorized to be appropriated—

And so forth.

I think that is as close as I would like to go at this time.

Mr. ASHBROOK. Would something like $50 a month ve
about right?

Mr. TREADWAY. Obh, I do not think we ought to get
into a discussion of figures at all. Of course, it varies., It
must vary in various placés. 1 referred to that, and so does
the report of the comiittee. The expense of taking care
of these aged people must vary in different communities with
different fundamexntal expenses such as rent, heat, and light.

Mr. ASEBROOK. 3ut it would have to apply to all
States alike, would it not?

Mr. TREADWAY. The Pederal Government, by the con-
tributory system under the bill, can contribute different
amounts up to $15, which the States must match. That is
the provision of the bill. Under this bill, ¥ a State was to
have a law under vbich it put up a contribution of $25, the
Government would only be called upon to match $15 of that,
making a total of 3§40 for the person affected.

Mr. ASHBROOK. I wish to say that I still have the same
high regard ior the gentleman from Massachusetts.

Mr. TREADWAY. It is reciprocal, because we have served
together many years. I thimk it is fortunate that our col-
league retidrned to our fold after so many years’ absence,
which, of course, was detrimental to the welfare of the
Nation, not having him as a Member of this House,
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Mr. ASHBROOK. I sincerely tbank my distinguished old-
time friend.

Mr. TREADWAY. Mr. Chairman, how much more time
have I remaining of my hour?

The CHAIRMAN. The gentleman has 2 minutes remain-

ing.
Mr. Chairman, I yield myself 5 addi-

Mr. TREADWAY.
tional minutes.

Mr. LUNDEEN. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. 1 yield for a brief question.

Mr. LUNDEEN. Is there anything In this bill to taks
care of the present 15,000,000 unemployed?

Mr. TREADWAY. I should say absolutely not. The
system cannot be set up inside of 5 years, and it will proba-
bly take a longer time.

Mr. LUNDEEN. Has it not been held out to these
15,000,000 unemployed that this bill would take care of them?
It is mere camouflage.

Mr. TREADWAY. The gentleman does not belong, as I
understand it, to either major party. He is not criticizing
the minority; but he is passing out an awful indictment
against the majority who are responsible for the bill that is
now before us which contains, as the gentleman from Minne-
sota well says, a very distinct camouflage; and that is ex-
pressing it very mildly. )

Mr. PERKINS. Mr, Chairman, will the gentleman yield?

Mr. TREADWAY. I yield.

Mr. PERKINS. I am still curious to know how the
$32,000,000,000 of reserve is to be invested.

Mr. TREADWAY. 1 said I was coming to that. Perhaps
I did not make that clear. There are provisions in the bill
giving the Secretary of the Treasury authority to issue
special bonds. One provision is in section 904 of the bil},
on page 51. Another is in section 201.

Section 904 is of sufficient interest and importance that
I shall take the time to read it. It is a very unique pro-
vision. I never saw it before in any legislation, but they
are going to have so much money they will need special
bonds to invest it in. T read:

(b) It shall be the duty of the Secretary of the Treasury to
invest such portion of the fund as is not, In his judgment, re-

quired to meet current withdrawals. Such Investment may be
made only in interest-bearing obligations of the United States

-or 1n cbligations guaranteed as to both principal and interest by

the United States. For such purpose such obligations may be
acquired (1) on original issue at par, or (2) by purchase of oute
standing obligations at the market price.

This is the interesting part, and I think it answers the
question of the gentleman. This is found at line 20 of
page 51:

The purposes for which obligations of the United States may be
1ssuef1 ?mder the c‘Sec:onc(l: l.lbert,gya Bond Act, as amended, are hereby
extended to authorize the issuance at par of special obligations
exclusively to the fund. Such special obligations shall bear interess
at a rate equal to the average rate of interest, computed as of the
end of the calendar month next preceding the date of such issue,
borne by all interest-bearing obligations of the United States then
forming part of the public debs.

In other words, if this section passes muster here, it extends
authority under the Second Liberty Bond Act to authorize the
issuance at par of special obligations exclusively to the fund.

Section 201 also relates to the investment of reserve funds
by the Secretary of the Treasury.

Mr. PERKINS. That means the fund may be invested in
Liberty Loan bonds?

Mr. TREADWAY. Yes; or a special bond.

Mr. PERKINS. How are they going to invest $32,000,~
000,000? .

Mr. TREADWAY. 1 think the authors of the bill on the
other side will be obliged to answer that question.

Mr. VINSON of Kentucky. Mr. Chairman, will the gentle-
man yield?

Mr. TREADWAY. Would the gentleman mind waiting
until I have concluded?

Mr. VINSON of Kentucky. I wanted to call attention to
the fact that the gentleman from Massachusetts was reading
about the unemployment trust fund, and did not touch top,
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side, or bottom of the question of the gentleman from. New
Jersey, who was inquiring about the reserve account for the
payment of old-age benefits.

Mr. TREADWAY. Then tell the gentleman where it is.

Mr. PERKINS. Perhaps the gentlenan from Kentucky
can tell us where they will invest the money.

Mr. VINSON of Kentucky. I shall be very happy to if the
gentleman from Massachusetts will yield me 2 or 3 minutes.

Mr. TREADWAY. I am near the end of my remarks. I
know the wisdom of the gentleman from Kentucky can await
the conclusion of my remarks before he answers the gentle-
man from New Jersey.

Mr. VINSON of Kentucky. At least I will not refer to the
wrong section of the bill.

Mr. TREADWAY. 1 yleld to the superior wisdom on this
bill of the gentleman from Kentucky. I do not claim to know
much about the bill, but I do not think either he or his col-
leagues in the House will know much more about it after they
get through describing it either. [Laughter.]}

CONCLUSION

At this point I repeat that while I am favorable to the
humanitarian provisions of the bill making appropriations
for aid to the States in providing for old-age pensions, in
caring for dependent children, in providing for maternal and
child welfare, and in extending public-health services, the
other provisions of the bill are, to my mind, so objectionable
that I feel obliged to vote against the bill in its entirety if
they are retained.

At the proper time I propose to move to strike out the pro-
visions relating to unemployment insurance and compulsory
annuities, and if that motion should prevail, I would welcome
the opportunity to vote in favor of the remainder of the bill.

BILL WINDOW DRESSED TO CATCH VOTES

Of course, the only reason so many worthy provisions are
Incorporated in the bill is to catch more votes and make it
politically inexpedient to vote against it. I have come to the
conclusion, however, that political expediency should be cast
aside in favor of calm judgment, and the merits of the bill
weighed against the demerits.

Although I would like to vote for the titles I have indicated,
I cannot vote for the bill on final passage if T have to take
with it other provisions which I deem obnoxious, at least so
far as action at this time is concerned.

OBJECTIONABLE FEATURES ARE NOT EMERGENCY

As 1 have pointed out, the provisions to which I object are
in no sense emergency measures. They are not intended for
the relief of present economic conditions, but commit the
Federal Government to a permanent program of social legis-
lation. Since no form of quick relief is involved, there is all
the more reason for considering each proposal separately on
its own merits,

A VOTE FOR PAY-ROLL TAXES IS VOTE TO CONTINUE DEPRESSION

INDEFINITELY

In closing, I want to emphasize again that the tax provi-
slons of titles VIII and IX place upon business and industry
and the employees therein a permanent future burden of
$2,700,0600,000 annually—a sum equal to the entire internal-
revenue receipts of the Federal Government in the last fiscal
year. .

For the reasons I have stated, it is my firm opinion that as
long as the pay-roll taxes are a part of the bill a vote in favor
of the bill is a vote to prolong the depression indefinitely.

Mr. DOUGHTON. Mr, Chairman, I yield 30 minutes to
the gentleman from Washington [Mr, Hmrrl.

Mr. SAMUEL B. HILL. Mr. Chairman, I am somewhat
confused as to the position my friend from Massachusetts
and his colleagues of the minority on the Ways and Means
Committee are taking with reference to this bill. In the
first place, the gentleman from Massachusetts expressed
himself in the early consideration of the bill as being afraid
it would be hurried through and passed out of the committee
with such promptness that we would not have time to give
it proper consideration. When he discovered that the com-
mittee was going into every line and provision of the bill
and did, in fact, devote about 2% months to an intensive
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study and consideration of the measure, he seemed to be
disappointed because his first fears were not realized.

He expresses certain objections to the measure, but I take
it that the principal objection he has voiced is based upon
what he says is the fact, namely, that it is not an emergency
measure and does not take care of the present unemploy-
ment situation. No one has ever contended that this is an
emergency measure. In fact, the contrary has been asserted
time and time again; but I am sure the Members of the
House will recall that we have, only recently, passed through
Congress what was known as the “ Public Works Act ”, which
was and is an emergency measure and which was designed
to meet the present situation of unemployment by placing
in the hands of the President the means to project public
works and to put men to work. That bill did not come be-
fore the Ways and Means Committee because it was an ap-
propriation bill. It was not included in this bill because it
was not within the jurisdiction of our committee, but it was
passed by the Congress, and my friend from Massachusetts
and others on his side of the aisle were strenuously object-
ing to that measure, which was an emergency measure. So
I say it is difficult to know how we are to proceed in order
to please our friend from Massachusetts.

I have before me the statement of the minority views on
the present bill, and in view of what the gentleman from
Massachusetts has said in his address just delivered, I hardly
know how to construe the statement in these minority
views. They are signed by the seven minority members of
the Ways and Means Committee. They say in the first part
of the statement that the bill separates itself into several
titles, which readily and naturally segregate themselves into
two categories.

They say that all of the titles other than titles 2 and 3 and
the two tax titles that go along with them are perfectly sat-
isfactory to the minority. They engage in some discussion
of these titles, but further down in the statement we find
this language: .

However, we favor the principle of unemployment insurance.
These titles of the bill ald those States who desire to establish
such insurance, and therefore we resolve all doubts in favor of
this legislation.

Just what do the gentlemen on the other side mean by
that expression in light of the statements made by the gén-
tleman from Massachusetts in his address delivered this
morning? They emphasize the fact further in the state-
ment that their opposition t{o those two titles is based upon
the fact that this is not emergency legislation, and state:

And we also oppose these titles because they would not In any
way contribute to the rellef of present economic conditions, and
might in fact retard economic recovery.

Mr. Chairman, that is not a statement of outright opposi-

.tion to this legislation. So I was at a loss to understand, and

I asked the gentleman from Massachusetts whether he
would vote against this bill. He assured me that he intends
to do so. I regret very much, in view of the fine coopera-
tion which the Members on the Republican side of the com-+
mittee gave us in considering the bill, that he cannot go
along with us on the final passage of the measure; but if
that is his attitude, of course, we will labor along without his
support.

No one contends that this legislation is a cure-all. One
of the objections that the gentleman made was that title
3, which is the unemployment-compensation title, does not
give full and complete insurance against unemployment. Of
course, it does not, and no one has contended that it does.
However, we do contend that with that title enacted and
after reserves have been built up, it will furnish a fund for
the maintenance of those who find themselves unemployed
for temporary periods, so that in minor depressions, at least,
they may be tided over until they can secure reemployment,
and in most instances such fund will tide them over until
they can get back their old job or can find a new job.

That is all unempléyment insurance purpaiis to do. If
the gentleman from Massachusetts is looking for full and
complete insurance so that full wages will go along for an
indefinite period of time, then I think he might consult with
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the gentleman from Minnesota [Mr. LunpEen], who has a
bill here which proposes to pay to every unemployed person
over the age of 18 years the full amount of his wages, so
long as he is unemployed, and if he is only part-time em-
ployed to make up the difference between the full-time wage
and his part-time wage. The lowest calculation of the cost
of that kind of legislation to the Government, the lowest
estimate that you can possibly put upon it, according to the
figures given by witnesses who appeared before our com-
mittee, is $10,400,000,000 a year. I wonder if the gentleman
from Massachusetts favors that kind of legislation, the kind
that calls for an impossible burden of taxation? That is the
purport of his argument here.

Mr. Chairman, if the gentleman is in favor of the principle
of unemployment insurance, what is wrong with title III of
this bill? What kind of a provision can be brought in that
would be more reasonable and more bearable as a tax burden
than the provision which is in this bill as title III? We ap-
preciate the fact that the character of this legislation is new.
You may call it, in fact, revolutionary in comparison with
other legislation which this Congress has been called upon
to enact, but we are going through strenuous times which
have taught us lessons that we must heed. These trying
times have pointed out situations ahead of us that we must
recognize and meet. ‘

Mr. Chairman, this legislation is forward looking. It
means to take care of the future and create conditions in
the future operation of the industry and economics of this
country that will absorb some of the shock of these panics
and depressions; at least tend to stabilize industry and em-
ployment and carry the country.along over the rough spots
until conditions may be righted. The Members of this Con-
gress should be progressive enough in their thoughts and
ideas to recognize these conditions and have the courage to
meet them. I submit that we are making a step in the
right direction in the enactment of this legislation.

Mr. Chairman, I know that it is probably dificult for the
Members generally to find the time to study this bill closely
and to understand every detail of this legislation. That is
no reflection on anyone. I want to confess it is difficult for
the members of the Ways and Means Committee, who have
studied it for weeks and weeks, to get the full purport and
understanding of all its provisions and ramifieations. We
have done.our best to bring in & hill worthy of your consid-
eration and support.

Mr. CLATBORNE. Will the gentleman yleld?

Mr. SAMUEL B. HILL. I yield to the gentleman from
Missourl. v

Mr. CLATBORNE. Does the gentleman think a Member
should vote for a bill that he does not understand?

Mr. SAMUEL B. RILL. That is a question for the Mem-
ber himself to decide. I have an idea that many of us have
done that time and time again. I am not recommending it,
nor am I advising against it.

Mr. Chairman, titles 2 and 3 are the two titles which are
the pet aversions of the gentleman from Massachusetts.
Title 2 provides benefits to a certain class of employed peo-
ple after they have arrived at the age of 65. The benefits
are measured by the total wages which they earn over their
working period from and after December 31, 1936, until they
reach 65. If they have a total amouni of wages of suffi-
cient amount, they will be able to support themselves on the
benefits without having to rescrt to the charity of old-age
pensions. Certainly that is a commendable thing. If one
of these employees at the age of 65 has earned wages over
a period of at least 5 years of not less than $2,000, he will
be entitled to & monthly payment from the Government of
$10. Of course, that is not enough to support him, but you
have the old-age pension; and if he is needy, be will be
able to get additional support from that source. If he has
total wages of $3,000, he will get a monthly payment of $15,
plus a certain percentage of increase as the amount of wage
rises above $3,000. It is graduated upward, measured by
the total amount of wages received, to the point where it is
possible for one of these employees to receive as much as
#385 a month, but not more than that.
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Mr. ROBSION of Kentucky. Will the gentleman yleld?

Mr. SAMUEL B, HILL, I yield to the gentleman from
Kentucky.

Mr. ROBSION of Kentucky. The old-age pension is fixed
at the age of 65. I find in the mining sections the big
trouble is they will not employ men in the mines who are
45 years of age or over. .

What is there in this bill that will take care of them;
and, assuming that a lot of them cannot get back to work,
what is there in this bill, either of old-age pension or em-
ployment annuities or insurance, that will take care of the
something like 13,000,000 workers between the ages of 45
and 65?

Mr. SAMUEL B. HILL. The unemployment-compensa-
tion title is the only one that might reach them.

Mr. ROBSION of Kentucky. But if they are now past the
age to get work and cannot get work, what is there for that
group?

Mr. SAMUEL B. HIIL. It will not carry them indefi-
nitely. It will certainly not do that.

Mr. ROBSION of Kentucky. Would it carry them at all
unless they get work?

Mr. SAMUEL B. HI11. It vould carry them for some
weeks at something less than their average wage, but it does
not take care of them completely. There is nothing in this
bill, under the old-age assistance feature or under the old-
age benefit provision, that would take care of a man in that
situation.

Mr. ROBSION of Kentucky. Was there any suggestion
or any plan submitted to the committee that would take
care of this great army of people between 45 and 65 that:
are now out of employment because of their age?

Mr, SAMUEL B. HIII,. I do not recall any witness who
appeared befare our committee advocating what we would
term an “ old-age pension” on an age limit as low as that,

Mr. ROBSION of Kentucky. In seeking further informa-
tion, may I suggest that, as the gentleman knows, these men.
between 45 and 60, who cannot get emplayment, have fami-
lies and are sending their children to school. They cannot
get work. What is to bacome of this great army of people
in this country?

Mr. SAMUEL B. HILL. I am not so sure that men 45
years and over, under normal conditions, cannot get work,
I appreciate the fact that at this time many people who
have not even reached the age of 45 are out of employment
and the part of the program that meets that sitoation now
is the Public Works Act.

The purpose of that act is to give present employment and
try to stimulate private enterprise and private industry so
that they will get on their feet and also give employment to
these unemployed men.

Mr. ROBSION of Kentucky. But the mining concerns
and others for some years past have been drawing the age
limit at 45, and the United States Government draws the
limit at 50 years. There is no work for them {o get.

Mr. SAMUEL B. HILL. I will say to the gentleman from
Kentucky that this bill, through the old-age benefits or old-
age pensions, does not meet that situation.

“Mr. ROBSION of Kentucky. I was concerned to know if
there was any plan that would reach it.

Mr. SAMUEL B. HILL. Only the administration of tbe
Public Works Act.

Mr. DUONN of Pennsylvania. Mr. Chairman, will the gen-
tleman yield?

Mr. SAMUEL B. HILL., 1 yield.

Mr. DUNN of Pennsylvania. Does this bill prcvide any
relief for the unemployed farmer? ’

Mr. SAMUEL B. HILL. This bill does not.

“Mr. DUNN of Pennsylvania, The farmers are not con-
sidered at all?

Mr. SAMUEL B. HILL. This bill does not take up that
feature at all. The Public Works Act is the one that fur-
nishes employment. It is designed to furnish employment
to anyone who is employable—farmers, industrial workers,
or others,
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Mr. DUNN of Pennsylvania. The work-relief bill?

Mr. SAMUEL B. HILL. Yes.

Mr. DUNN of Pennsylvania. As the gentleman across the
aisle said a moment ago, suppose a person between the ages
of 45 and 65 is unable to obtain a position; will he be con-
sidered? In other words, is it absolutely essential that he
must pay into the Government in order to obtain unemploy-
ment insurance?

Mr. SAMUEL B. HII.I. We are not putting any tax on
the employee at all.

Mr. DUNN of Pennsylvania. I want to make the point
absolutely clear. Is it essential, in other words, that the man
or woman must be employed in order to obtain employment
insurance?

Mr. SAMUEL B. HILL. He must be employed and lose
his job in order to get this unemployment-insurance benefit.

Mr. DUNN of Pennsylvania. Suppose they are unable to
obtain jobs, how will they be taken care of?

Mr. SAMUEL B. HILL. It does not operate, so far as he
is concerned, until he does get a job and loses it.

Mr. DUNN of Pennsylvania. Maybe the gentleman can
clear up another point I have in mind. As a member cf
the Committee on Labor, we held a number of hearings last
yvear on the 6-hour day, 5-day-week bill, and practically
every man who appeared before our committee in opposition
to the bill was the head of some large industry, and I made
it a point to ask them this question: Do you have an age
1limit? And practically every one sald yes; that the age
limit was around 40 or 45. Unless our Government sees to
it that employment can be obtained for men and women
between the ages 6f 45 and 65, I do not see how they are
going to be benefited under this bill.

Mr. SAMUEL B. HILL. Of course, you have to assume
they will not be able to get employment at that age. It is
possible that a lot of people at that age or over may find
themselves out of employment, but there is no age limit on
a man going out and getting a job. When, however, he gets
to the age where he may be presumed not physically able
to work, he will come under the provisions of the bill. You
must draw some arbitrary age line and take care of them
within those limitations.

Mr. DUNN of Pennsylvania. But it is true, is it not, that
many of the industries in the United States, as well as the
municipal governments, the State governments, and the
Federal Government, have an age Hmit?

Mr. SAMUEL B. HILL. I appreciate the fact that after
a man gets to be 45 years of age he is handicapped in com-
peting with younger men in getting jobs. We all know that.

Mr. WOOD. Mr. Chairman, will the gentleman yield?

Mr. SAMUEL B. HILL. I yield.

Mr. WOOD. In connection with the question of my col-
league the gentleman from Pennsylvania {Mr. Dusn], it is
my opinion that this is a social-security bill and that this
bill is not designed to cure all the evils of society.

Mr. SAMUEL B. HILL. The gentleman is correct in that
statement,

Mr. WOOD. Is it not a fact that if this bill is enacted it
will take care of three or four million aged people, and it will
also take care of other millions of unemployed in purchasing
power, and thereby lower the labor market; that the labor
market will become such under the operation of the law that
there will be less demand for labor, and that many men today
that cannot get a job between the ages of 40 and 50 will be
employed?

Mr. SAMUEL B. HILL. The gentleman bhas stated the
matter clearly, and I thank him for the contribution.

Now, there is another feature that I want to touch upon.
I am not going to explain all the titles, but the gentleman
from Massachusetts was asked where the provision in the bill
is that would authorize the investment by the Secretary of the
Treasury of funds that would take up a considerable portion
of the outstanding Government bonds.

The gentleman from Massachusetts referred to a section in
title IX, under the unemployment tax feature. The real
answer to the question is found on page 8 of the bill, subdivi-
slon (d), section 201, reading as follows:
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It shall be the duty of the Secretary of the Treasury to invest
such portion of the amount credited to the account as 13 not, in
his judgment, required to meet current payments. Such invest-
ment shall be made in any interest-bearing obligations of the
United States or in any obligations guaranteed as to both principal
and interest by the United States. The Secretary of the Treasury
may at any time sell any such obligations. The interest on and the
proceeds from the sale of any such obligations shall be credited to
the account.

The account that is referred to is the “old-age reserve
account ” under title IT appearing on page 7 of the bill, sec-
tion 201 (a). That s the reserve account to which alloca-
tions and appropriations are made to meet the obligations
under title II dealing with old-age benefits.

It was brought to your attention by the gentleman from
Massachusetts that in 1970 the amount of reserve in that
account would be $32,000,000,000 plus—that it would grad-
ually go up to that amount.

Then you have in addition to this fund, which by the
provisions of the bill it is made the duty of the Secretary to
invest in Government bonds and guaranteed bonds by the
Government, the other provisions in title IX, to which the
gentleman from Massachusetts referred, being the moneys
that are to be used, trust-fund money of the States placed
in the custody of the Secretary of the Treasury, to be paid
out on the requisition of the States to take care of unem-
ployment insurance. In the course of time that fund also
would be absorbed into this investment in outstanding Gov-
ernment bonds about which you hear so much complaint as
being tax exempt.

These bonds will be called in. They will be placed in
these reserves as the Government’s investment of the funds,
and you will then have this great volume of outstanding tax-
exempt bonds in the hands of the Government so that the
people who now have their money invested in those tax
exempts would not be so fortunate in the matter of invest-
ments that would relieve them from payment of income

taxes.
Mr. PERKINS. Mr. Chairman, will the gentleman yleld?
Mr. SAMUEL B. HILL. Yes.
Mr. PERKINS. With these humanitarian impulses under

this bill T am in full accord, but I want to krow whether it
is true that it is expected ultimately to set up a reserve of
$32,000,000,000.

Mr. SAMUEL B. HILL. The reserve is set up with the
efTective date of this hill, and into that reserve fund will be
paid such amount of moneys that are actuarily determined
by the Treasury Department and for which estimates are
made to Congress by the Bureau of the Budget, as shall be
necessary to meet the obligations on the funds under the
provisions of the bill.

The CHAIRMAN. The time of the gentleman from Wash-
ington has expired.

Mr. DOUGHTON. Mr. Chairman, I yleld the gentleman
15 minutes more.

Mr. PERKINS. Will the fund ultimately become approxi-
mately $32,000,000,000?

Mr. SAMUEL B. HILL, That Is the estimate of the
actuaries.

Mr. PERKINS. And that fund will be invested in Govern-
ment bonds?

Mr. SAMUEL B. HILL. It will be, provided there are
enough bonds to take it up. If there are not, there is pro-
vision that the Secretary of the Treasury issue special obli-
gations that are nontransferable, nonassignable, so as to
carry the investment. The obligation is on the Treasury to
keep the fund invested, and if it does not keep it invested,
except so mnuch as is necessary for current expenses, it would
be chargeable with the interest on it just the same.

Mr. PERKINS. The Government debt would have to be
$32,000,000,000 to keep the fund going.

Mr. SAMUEL B. HILL. Probably.

Mr. PERKINS. And it would have the beneficial effect
of wiping out persons now exempt from taxes by reason of
tax-exempt securities.

Mr. SAMUEL B. HILL. Yes.

Mr. SIROVICH. And it would force that money into trade
and help industry and commerce in that respect.
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Mr. SAMUEL B. HILL. Yes; where income taxes could
be collected.

Mr. MAY. Mr. Chairman, will the gentleman yleld?

Mr. SAMUEL B. HILL. Yes.

Mr. MAY. And instead of remaining frozen, it would be
liquid. I want to know what difference there is in the
principle involved in the mechanics of this bill in setting up
these reserves, and the practice now indulged in by sub-
stantial insurance companies in connection with the issuance
of old-age annuities.

Mr. SAMUEL B. HILL. 1 take it there is a close parallel.
The reserve is built up on the actuarial estimates such as
those upon which insurance funds are built, only this
probably is much larger than any individual insurance fund.

Mr. Chairman, title IT of the bill is the biggest thing in
the bill. It is the most important thing in it, and when
you are striking at title II, you are striking at the keystone
of the arch, which supports the social-security program of
the administration. It is the biggest thing in the bill, and
probably that is why my friend from Massachusetts [Mr.
TrREADWAY] is leveling his fire upon that one particular
section.

Mr. JENKINS of Ohio.
yield?

Mr. SAMUEL B. HILL. Yes.

Mr. JENKINS of Ohio. The gentleman may have dis-
cussed this proposition, but the gentleman does not main-
tain, does he, that title IT is necessary, that we must have
title IT in order to have old-age pensions?

Mr. SAMUEL B. HILL. Certainly not. And it is not
necessary to have unemployment compensation, but it is
necessary to have both of them if you are to have a rounded-
out program of social security.

Mr. JENKINS of Ohio. Many people think, and I am one
of them, that old-age pensions is the primary subject in
this bill. I think the country is more interested in old-age
pensions than in all the rest of the bill. The gentleman
takes the position that title IT is the heart of the bill, but I
maintain that it is not. :

Mr. SAMUEL B. HILL. And probably the country is not
so familiar with this subject as with the old-age pension
proposition, and probably that is why the people are not
giving greater attention to old-age benefits.

Mr. DOUGHTON. And is it not a fact, it title I is
stricken from the bill, and title X is left in the bill, that this
burden will grow so rapidly and so enormously that it will
be an unbearable burden on the taxpayers of the country
generally in a few years.

Mr. SAMUEL B. HILL. That is true.

Mr., DOUGHTON. And if we do not prepare for setting
aside these reserves for old-age pensions, if we depend upon
the Federal Treasury for old-age pensions, and the extent
to which it will grow, how does the gentleman think a tax
would be raised to finance it?

- Mr. JENKINS of Ohio. The chairman indicates that he
directs that question to me. - If in these days of depression
we assume to pay an old-age pension throughout this coun-
try, and make it practically compulsory, and can do so, then
I say it is not necessary for us to run forward and borrow a
whole lot of trouble 50 years from now.

Mr. DOUGHTON. Oh, these old-age annuities will come
bhefore any 20 years or 50 years or even 10 years.

Mr. SAMUEL B. HILL. This old-age benefit title, title
11, is designed specifically to make men as nearly self-sup-
porting in their old days as is possible, by giving them this
opportunity for thrift, to lay up something that will bring
them in an annuity in their old days.

On the question of what it would cost under the provi-
sions of this bill for the old-age pension alone, as I recall
the flgures, at the present rate fixed in the bill it would,
in the course of a generation or so, be costing the Govern-
ment $1,800,000,000 or $1,900,000,000 a year for the old-age
pensicns alone, whereas if we have this provision that is
self-supporting, we reduce that to $500,000,000.

Mr. MAY. Will the gentleman yield?

Mr. SAMUEL B. HILL. I yield

Mr. Chairman, will the gentleman
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Mr. MAY. I was wondering if title II was not designed
by the committee for the principal purpose of gradually
eliminating some of the direct old-age pensions, as tha
annuity fund increases.

Mr. SAMUEL B. HILL. That is true.

Mr. MAY. And that in the end it will help to reduce,
rather than enlarge the responsibility of the Government
for old-age pensions.

Mr. SAMUEL B. HILL. That is true. Of course, it will
take a long term of years, but this is a long forward-view
proposition.

Mr. MAY. I imagine the gentleman and his committee
have figured out some period of years, long in advance
when it would reach the apex, and level up that situation.

Mr. SAMUEL B. HIII., Yes. Of course, it does not take
care of all the aged. They are not all included. Probably
not over half of them are included, but it will take care of
that great class, the workers, along about 1965 or 1970. It
will put them on practically a self-supporting basis.

Mr. MAPES. Will the gentleman yield?

Mr. SAMUEL B. HILI. I yield. :

Mr. MAPES. I should like to ask the gentleman a ques-
tion about tie unemployment-insurance provision. This
may be an old question to the gentleman and the members
of the Ways and Means Committee, but this thought has
occurred to me. Employers are given a credit of 90 percent
on the Federal tax if they pay a similar tax to the States.
As I understand it, there is no unemployment insurance
paid to anyone, unless the States pass legislation providing
for it in their respective States.

Mr. SAMUEL B. HILL. That is true.

Mr. MAPES. Is it the gentleman’s idea that the States
will attempt to meet the cost of the unemployment insur-
ance by a State tax, or that all of the money to take care
of the unemployment insurance in the different States will
be collected by the Federal Government, and that the Fed-
eral Government will then turn over sufficient funds to the
individual States to meet the cost of administering their
State laws?

Mr. SAMUEL B. HIIL. The Federal Government turns
over no money at all to the States under the unemployment
compensation title. This bill would levy a 3-percent tax
upon the employer, based upon his pay roll. That is a 3-
percent tax on all employers throughout the United States.

Mr. MAPES. How is that collected?

Mr. SAMUEL B. HILI. Through the office of the Com-
missioner of Internal Revenue, in the ordinary way of tax
collection.

Mr. MAPES. Then why does the gentleman say the
Federal Government will not turn any money over to the
States?

Mr. SAMUEL B. HILL. That i3 exactly the situation.
They paid that money into the Treasury, and all the money
that comes to the Federal collector from that tax goes into
the Federal Treasury. I think I can explain what the gen-
tleman has in mind. An employer who pays this tax or is
charged with it, in order to get credit against the tax must
have contributed to the State-unemployment fund, which is
levied, of course, by the State, and he will be entitled to a
credit up to 90 percent of his 3-percent Federal tax, if he has
paid that much into the State.

Mr. MAPES. The particular point I had in mind was
this, that inasmuch as the employers would be credited for
only 90 percent of the Federal tax no matter how much
they paid to the State, there would not be any State legis-
lation as far as the tax is concerned, because the employers
in all of the States would object to the State legislation
inasmuch as they would have to pay 10 percent, at least, of
the Federal tax.

Mr. SAMUEL B. HILIL. The employer, of course, pays
that tax, and the 10 percent which the Federal Govern-
ment takes in any event, and that is the least it will get,
goes into the Federal Treasury, but it is provided that the
Federal Government shall contribute to the cost of State
administration of its unemployment compensation act. I
did not speak quite correctly when I said the Federal Gov-
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ernment would not pay the States any money. It does pro-
vide that out of that 10 percent in the Federal Treasury
there shall be paid to the States the amounts estimated to
be necessary to pay the administration cost of the unem-
ployment compensation act.

Mr. MAPES. Is it the gentleman’s thought that the
States will levy a tax on their own account, or will they
look entirely to the funds collected by the Federal Govern-
ment for the amount necessary to meet their unemployment
insurance?

Mr. SAMUEL B. HILL. There is no such provision In
this bill. The Federal Government does not pay any un-
employment compensation at all.

Mr. MAPES. I understand that, but it seems to me that
all the States, as soon as they can get to it, will pass legis-
lation which will provide for unemployment insurance.

Mr. SAMUEL B. HILL. I think that is true. That is the
hope.

Mr. MAPES. The question in my mind is this: Does the
gentleman and the other members of the Ways and Means
Committee think that in that case provision will be made
for raising sufficient funds to pay the insurance, or will the
States all look to the Federal Government to raise the
money? It seems to me that the tendency of the employers
in every State will be to resist legislation which will require
the money to be raised under the State laws, because of

this differential of 10 percent in the amount they have to

pay.

Mr. SAMUEL B. HILL. I hardly think that result will
follow. As I say, this 10 percent is kept for administration
purposes, largely. In any event, there is not any doubt as
to the Federal Government having authority to \levy this
excise tax upon the employers.

It is in this bill now. If it becomes a law, they will have
to pay that tax if they are going to get any benefit from
stabilizing their employment and stabilizing their own in-
dustries. It is to their interest to have State compensation
laws whereby they can get a credit up to 90 percent of this
Federal tax. Unquestionably the inducement will be for
them to urge rather than to resist State legislation estab-
lishing unemployment compensation acts.

Mr. MAPES. It seems to me, up to the point where the
tax is provided, that that will be the urge; but if that State
can get this unemployment insurance without levying any
tax on its own employers, it seems to me it will take this
course.

Mr. SAMUEL B. HILL. They cannot get it. That is just
the rub; they cannot get it.

Mr. MAPES. Is it not left entirely to the discretion of
this board which is created as to whether or not it will
accept the legislation of the State in that respect?

Mr. SAMUEL B. HILL. There are certain requirements
set out here that must be provided in State legislation.
When these requirements have been incorporated in any
State plan, the board will approve the plan.

Mr. MAPES. I wondered if the witnesses before the gen-
tleman’s committee and the members of the committee had
reached any judgment as to what the tendency in that re-
spect would be.

Mr. SAMUEL B. HILL. Let me explain the situation to
the gentleman from Michigan in this way: In the first place,
why is it necessary to levy a 3-percent Federal tax? Why
not just leave this whole thing to the States individually and
let the Federal Government stay out of it? This is the rea-
son why the Federal Gove:nment is levying this tax: If the
State of Michigan, for instaince, wanted to enact a State un-
employment compensation act, very likely part of the burden
would be thrown upon the industry of that State and part
of the rest of it would be thrown upon the employees; but
the burd»n would fall upon the industry of the State very
largely.

{Here the gavel fell.}

Mr. DOUGHTON. Mr. Chairman, I yield the gentleman
5 additional minutes.

Mr. SAMUEL B. HILL. 1t is to keep down unfair compe-
tion between the industries of different States.
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Mr. MAPES. I understand that feature, but there is this
differential of 10 percent which the employer will have to
pay extra over the State law if the State law provides a tax.
If the State law is passed without any provision for a tax,
then the State can get all the money from the Federal
Government that is necessary.

Mr. SAMUEL B. HILL. The State probably will get most
of it, because it will take practically all this 10 percent to
pay the cost of administration throughout the varfous States.

Bldr. CRAWFORD. Mr. Chairman, will the gentleman
yield?

Mr. SAMUEL B, HILL. I yleld.

Mr. CRAWFORD. Let us assume that I have a $100,000
pay roll, and I send in to the State my certified check for
$3,000 covering 3 percent; must I then send an additional
$300 check to the Federal Treasury, in that in making out
my return I show a liability for $3,000, my $2,700 credit,
which is 90 percent, and then there remains $300 for the
Federal Treasury.

Mr. SAMUEL B. HILL. That is right.

Mr. CRAWFORD. Thus cesting me in all $3,300 instead
of $3,000?

Mr. SAMUEL B. HILL. Not necessarily that. They might
put the State tax down to 2.7 instead of 3.

Mr. CRAWFORD. Then I would receive credit for only
90 percent of the $2,700?

Mr. SAMUEL B. HILL. No; the gentleman would get
credit up to 90 percent of the Federal tax. If you paid
more than 3 percent you could not get credit for more than
90 percent of the Federal tax, but if you paid just exactly
90 percent of the Federal iax to your State, you would get
credit for the State tax.

Mr. CRAWFORD. I might pay 920 percent of the tax
assessed by the State rather than the tax which I had paid
to the State.

Mr. SAMUEL B. HILL. I do not know whether I quite
follow the gentleman or not. Let me put it in a different
way. The Federal tax is 3 percent. Whatever you pay to
the State you will get credit for up to 90 percent of that 3
percent.

Mr. CRAWFORD. There is no way they can charge me
in total for both State and Federal taxes in excess of 3
percent of my pay roli?

Mr. SAMUEL B. HILL. Yes; the State could put a 4-per-
cent tax on you if it wanted to, but you would get credit
for only 2.7 of the 3-percent Federal tax. This is 8 matter
of State administration. In fact, all these titles except-title
II are administered by the States.

Mr. SIROVICH. And, if the gentleman will yield, it puts
all States on a parity.

Mr. SAMUEL B. HILL. Yes; that is the point.
percent keeps down discrimination and competition.

Mr. SIROVICH. Exactly.

Mr. SAMUEL B. HILL. As between States having and
not having unemployment compensation acts.

Mr. McGROARTY. Mr. Chairman, will the gentleman
yield that I may ask one question to relieve my own mind
and conscience?

Mr. SAMUEL B. HI1.I., I yleld.

IIr. McGROARTY. The gentleman stated that this bill
was very difficult to understand. I find it so, and I vant
his advice to me as a colleague. The bill has just come into
my hands and into the hands of the Members of the House.
I understand I have 20 hours in which to study it before I
must cast my vote on it. With iny little brain, that time
is not sufficient.

Mr. SAMUEL B. HIIL. X am sure the gentleman is
entirely too modest.

Mr. McGROARTY. Would the gentleman advise me to
vote for the bill—I belong on this side of the House—with-
out understanding it?

Mr. SAMUEL B. I am not the gentleman’s mentor,
and I must decline to advise him. I recommend the bill to
him, however. [Applause.]

{Here the gavel fell.]

This 3
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Mr. WOODRUFF. Mr. Chairman, I yleld 20 minutes to
the gentleman from Minnesota [Mr. ENUTSON].

Mr. ENUTSON. Mr. Chairman, I am heart and soul with
the aims of this legislation. To me there is nothing more
tragic than dependent old age, and dependent crippled and
neglected children. I am extremely sorry that I cannot go
along with the majority in this instance, because they have
worked long and diligently on the measure that is now
before the House. It is a deflnite improvement over the
original bill which was presented to the Ways and Means
Committee nearly 3 months ago. I had much hesitancy in
submitting a minority report because, due to illness, I was
not able to regularly attend committee meetings while the
measure was under consideration, but nevertheless I fol-
lowed the committee’s work closely.

I shall endeavor to set out as briefly as possible my ob-
Jections to this economic security bill in its present form.

The measure is divided into nine substantive titles, as
follows:

Title 1, providing a Federal grant in aid to meet one-half
the cost of State old-age pensions for persons of 65 years
of age or over who are in need.

Titles IT and VII, relating to old-age annuities for cer-
tain classes of workers, and imposing a pay-roll tax on em-
ployers and employees to meet the cost thereof.

Titles IITI and IX, relating to unemployment compensa-
tion, and imposing a tax on pay rolls in connection there-
with.

Titles IV, V, and VI, making appropriations for aid to the
States in the care of dependent children, for maternal and
child-welfare work and for public health generally.

I am opposed to titles I, ITI, VIII, and IX.

The soclal security bill is a great step forward in socl-
ology, because it is a distinct recognition by our country of
the necessity for nationally securing old age against want,
and it indicates an acknowledgment that society owes an
obligation in the care of crippled and dependent children.

CONTPUSION OF SUBJECTS IN THE BILL

The measure under consideration should be broken down
into several separate bills tc avoid multiplicity of subjects in
this one bili. In its present form, the bill is cumbersome
and highly complex.

OLD-AGE PENSBIONS

Insofar as the bill provides reasonable assistance to the
States in meeting the cost of old-age pensions for those in
need, its purpose is worthy and has my support. Nor can
there be any objection to aiding the States in caring for
dependent children, in providing for maternal and child
health, and for public health generally. The cost of these
projects would not be excessive, and can be met out of the
general revenues of the Treasury.

To call upon the States to provide suitable pensions for
the aged in this present economic depression is merely an
attempt to shift the responsibility which must be borne by
our National Government. Some States are now already
bankrupt and in default on pensions now past due under
their present wholly inadequate pension laws. Any attempt
to rely upon the States in any old-age-pension plan will
defeat the very object we seek to attain.

The administering of the proposed economlic-security bill
will result in discrimination because people who live in
States with financial conditions satisfactory will receive
benefits far beyond and out of proportion to the benefits
given to citizens of a State which is bankrupt and unable to
participate under the provisions of the administration
proposal.

For instance, in the State of North Dakota, a pension
which became due a certain pensioner for the entire year
of 1934, amounting to $150, was not pald because it could
not be paid and finally, on January 3, 1935, pensioner was
obliged to accept a mere pittance of $3.96 in full payment
of that $150 obligation. In this kind of a situation, how
could the State of North Dakota take advantage of the
old-age-pension plan contemplated in this measure?
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May I ask the gentleman from North Dakota, if he votes
for this legislation, how is he going to make his people be-
lieve that he has voted to give them reliet?

Mr. BURDICK. Will the gentleman yleld?

Mr. KNUTSON. I yield to the gentleman from North
Dakota.

Mr. BURDICK. Has the gentleman any flgures in refer-
ence to the income from old-age pensions last year in the
State of Minnesota?

Mr. KNUTSON. I have it here, yes. In Alinnesota the
old-age-pension law is optional,

Mr. KELLER. What does the gentleman mean by
* optional "?

Mr. KNUTSON. It is up to the counties whether they
will grant an old-age pension.

Mr. BURDICK. Then there is none In the State law?

Mr. KNUTSON. No. We have no State pension.

Mr. BURDICK. As little as our pension is, is it not better
than that existing in the gentleman’s State? [Applause.}

Mr. KNUTSON. If anyone can find it in his heart to
enplaud the payment of $3.96 for a year’s pension, I suggest
that they move over to China where the people live on
dried fish and rice.

Mr. SIROVICH. Still it is better than the gentleman’s
State, which is nothing.

Mr. KNUTSON. How does the gentleman know?

Mr. SIROVICH. Because it was stated that the gentle-
man’s State gives optional pensions and the counties give
nothing.

Mr. ENUTSON. I am sorry that the gentleman’s power
of understanding is so limited.

Mr. SIROVICH. 1t is very good.
state it himself?

Mr. JENKINS of Ohio. Will the gentleman yield?

Mr. KNUTSON. 1 yield to the gentleman from Ohio.

Mr. JENKINS of Ohio. According to the table here, it
shows that Minnesota last year paid pensions to 2,655
persons and that there are 94,000 eligible; also that the
average rate of pension was $13.20 per month and that the
yearly total paid was $420,336.

Mr. ENUTSON. That is correct. The gentleman from
New York will find that table on page 5 of the committee
report.

Mr. ROBSION of Kentucky. Will the gentleman yield?

Mr. KNUTSON. I yield to the gentleman from Kentucky.

Mr. ROBSION of Kentucky. I understand the point that
the gentleman from Minnesota makes is that probably North
Dakota will not be able to meet the conditions of this bill and
will not get any of this relief.

Mr. KNUTSON. Why, North Dskota is not the only
State that cannot avalil itself of the provisions of this bill.
Montana cannot, and neither can the State of Oregon, and
I doubt very much if the State of Mississippi can.

Mr. McGROARTY. And California.

Mr. KNUTSON. And probably California cannot. X
presume if the matter were gone into fully it will be found
that more than half of the States will be unable to take
advantage of the legislation.

Mr. Chairman, that is the reason I am protesting
against it, because it is an illusion bigger than anything
we have had since the great Mississippl bubble.

Mr. VINSON of EKentucky. Will the gentleman yield?

Mr. KNUTSON. 1 yleld to the gentleman from Ken-
tucky.

Mr. VINSON of Kertucky. Referring to California and
the same table to which the gentleman made reference a
moment ago, it shows that at the present time there are
19,309 persons in California receiving an average pension
of $21.16 per month, or a total of $3,502,000.

Mr. McGROARTY. When was that?

Mr. VINSON of Kentucky. That is for the year 1934.

Mr. SIROVICH. Is there anything for North Dakota in
there in that same connection?

Mr. VINSON of Kentucky. The table shows that in North
Dakota no pension is being paid.

Will the gentleman
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Mr. DISNEY. WIill the gentleman yleld?

Mr. KNUTSON. 1 yleld to the gentleman from Oklahoma.

Mr. DISNEY. Is it the gentleman's theory that we
should absolve the States from any participation at all in
connection with old-age pensions and put the entire burden
on the Federal Government?

Mr. KNUTSON. It is.

Mr. DISNEY. I so, how far can the gentleman visualize
that theory going?

Mr. KNUTSON. I may say to the gentleman why I feel
that the Federal Government should shoulder the entire
burden. Under the plan proposed by the administration you
have discrimination in favor of people who live in States
that are satisfactorily set up financially, and who will receive
benefits far above the benefits received by people living in
bankrupt States. Therefore I call it discrimination. Now,
how can you discriminate between American citizen3? In
other words, you should not penalize some because they live
in North Dakota or Montana.

Mr. VINSON of Kentucky. Or Minnesota.

Mr. KNUTSON. Or Minnesota or Kentucky. That is what
you are proposing to do in this legislation. It is discrimina-
tion, and that is why I am protesting against this bill in
its present form.

Mr. DISNEY. Is the gentleman going to solve all the ills
of mankind by the process of the Federal Government,
thereby relieving the local governments? From the stand-
point of discrimination, nothing is equal.

Mr. KNUTSON. We might just as well pay the money
out in pensions as to spend it for windbreaks.

Mr. DISNEY. That is not an answer to the question.

Mr. KNUTSON. We might better pay the money out in
pensions than to create relief maps showing the movement
of peoples in the second millennium in the Mediterranean
and the Euphrates areas. I understand that they prepared
one up in New York that cost the price of 18,000 tons of hay
and yet our cattle in Minnesota are being shot because there
is no feed for them. [Applause.] )

Mr. WADSWORTH. Has the gentleman given any con-
sideration to rhythmic dancing?

Mr. KNUTSON. Let me say that about all they will get
out of this legislation will be rhythmic dancing.

Mr. McGROARTY. Who will pay the piper?

Mr. KNUTSON. The music will be furnished with skulls
and cross bones.

Mr. PERKINS. Will the gentleman yield?

Mr. KNUTSON. I yield to the gentleman from New Jer-
sey.

Mr. PERKINS. As I understand this bill, all employers
are taxed, whether the employees are in his State or not,
and there is also the system of unemployment relief.

Mr. KNUTSON. Certainly, that is true.

Mr. PERKINS. So that if a State does not set up a sys-
tem of unemployment relief, the employers pay and con-
tribute to other States?

Mr. KNUTSON. Yes.

Mr. PERKINS. And the purpose of the bill is to induce
each State to set up a system of unemployment relief?

Mr. KNUTSON. Not to induce—to coerce. There is a
distinction between the two words.

Mr. PRRKINS. May I ask the gentleman another ques-
tion?

Mr. KNUTSON. ™~ Yes.

Mr. PERKINS. How is this so-called “9 percent on the
pay roll ” figured? I have not quite understood that.

Mr. KNUTSON. The gentleman should not ask a mem-
ber of the committee too many embarrassing gquestions be-
cause there is not a man on the committee that really
understands this bill. It was drawn by members of the
“ brain trust ”, many of whom, probably, had never earned
a dollar in their lives and they are not earning anything
now—theorists, college professors, young whippersnappers,
some of them not dry behind the ears. [Laughter.] Al-
though I will say that the Ways and Means Committee has
greatly improved the measure that the * brain trust ” sent
up to us.
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Mr. PERKINS. On page 5 of the committee report it ap-
pears that the number of pensioners in the United States
is 180,003 and the number of eligibles {n 1930 was 2,330,390.

Mr. KNUTSON. That is the number of those over the age
of 65. The gentleman has brought up another matter, 1Is
there anyone in this House—do you, Brother McGROARTY,
believe it is going to help the unemployment situation to
limit the benefit of this legislation to those who have passed
the age of 65?

Mr. McGROARTY. No; and especially it will not in 1970.
They will not be here.

Mr. RNUTSON. No; we will not be here and there will
not be many of us left. ([Laughter.]

Mr. McGROARTY. Mr. Chairman, will the gentleman
yield?

Mr. ENUTSON. Yes.

Mr. McGROARTY. The gentleman who preceded the
gentleman now speaking, a member of the Ways and Means
Committee, said this bill is very difficult to understand.

Mr. KNUTSON. Oh, we all admit that.

Mr. McGROARTY. The gentleran is a member of the
committee, is he not?

Mr. KNUTSON. Yes; and I do not understand it.

Mr. McGROARTY. Then how, in the name of God, do
they expect me to understand it on 20 hours’ notice? That
is what 1 want to know.

Mr. KNUTSON. Well, you are suppossd to take it on
faith.

Mr. McGROARTY. Can it not be put over until the next
Congress and give us some time to study it?

Mr. KNUTSON. What you should do is to go down and
talk to the authors of the biil, and you might get some
information.

Mr, McGROARTY. Please give me their names.

Mr. KNUTSON. Well, they are given here in the report,
They are a lot of college professors.

Mr. McGROARTY. I refuse to talk to college professors,
Give me the names of some practical people. [Laughter.)

Mr. KNUTSON. Well, go down and talk to William Green,
president of the American Federation of Labor. He is a
good, level-headed man.

Mr. McGROARTY. Yes.

Mr. KNUTSON. But he is about the only one I see here
in whose judgment I have full confidence.

Mr. FITZPATRICK. Mr. Chairman, will the gentleman
yield?

Mr. RNUTSON. Yes.

Mr. FITZPATRICE. What Is the gentleman’s plan to taks
care of the unemployment in this country?

Mr. KNUTSON. What is my plan?

Mr. FITZPATRICK. Yes.

Mr. KNUTSON. Reassure industry.

Mr. FITZPATRICK. How?

Mr. KNUTSON. By removing all the uncertainty that you
folks have created. Let us assure industry and we will end
unemployment in a short time.

Mr. FITZPATRICK. You had the opportunity from 1929
to 1933 and you did not remove it under the previous admin-
istration, but increased it.

Mr. KNUTSON. As I have told you on previous occasions,
this depression is due to the war—the war that you folks
promised to keep us out of. [Laughter and applause.}

Mr. FITZPATRICK. Why did you not cure the situation
in 4 years?

Mr. KNUTSON. Because during the last 2 years of Mr.
Hoover’s administration we had a Democratic House and
you folks were determined that there should be no recovery
until after the election of 1932.

Mr. LUNDEEN. Mr. Chairman, will the gentleman yield?

Mr, KNUTSON. 1 yleld.

Mr. LUNDEEN. If the gentleman will permit, I under-
stand the statement was made by the gentleman from Wash-
ington, in reference to a national bill, that the cost of such
a bill would exceed $10,000,000,000. The report on the bill
(H. R. 2827), to which I have called the attention of the
Members, shows that the economists and other authorities
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state that the minimmum cost would be $4,080,000,000 and
not to exceed $5,800,000,000, as given by the economist Dr.
Gilman, of the City College of New York, and I thank the
gentleman for an opportunity to correct that statement.

Mr. VINSON of Kentucky. Mr. Chairman, will the gentle-
man yield?

Mr. ENUTSON. I yleld.

Mr. VINSON of Kentucky. Referring to the members of
the Advisory Council, if my memory serves me correctly, the
gentleman from Minnesota represented that Mr. Nordlin,
who appeared before the committee and testified on behalf
of title I and particularly in favor of granting aid to States
for old-age pensions, was A no. 1 in every particular, and I
believe he happens to come from Minnesota.

Mr. KNUTSON. Yes; and after Senator Nordlin testified
he called at my office and I asked bhim how many times he
had been called in, and, as I recall, he said twice in 6 weeks.

Mr. VINSON of Kentucky. But we can follow Mr. Nord-
lin’s testimony, can we not?

Mr. KNUTSON. We can; yes. You can follow Mr, Nord-
lin’s festimony. He is a fine gentleman.

Mr. VINSON of Kentucky. And Mr. Nordlin is for the bill
and particularly stressed title I, granting aid to States for
old-age pensions.

Mr. KNUTSON. As the gentleman will recall, Mr. Nordlin
applauded the purposes of the bill——

Mr. VINSON of Kentucky. The statement of Mr. Nord-
in——

Mr. KNUTSON. I am sorry, but I cannot yield further.

Mr. VINSON of Kentucky. When I get hold of the printed
page I notice -the gentleman finds it convenient not to yield,
but I shall insert in my remarks the statement he made that
the Praternal Order of Eagles that he was representing is
very strongly back of the proposition of grants and aids to
the States in order that these pension systems may be con-
tinued. 'That is just one thing he said that was very splendid.

Mr. DUNN of Pennsylvania. Will the gentleman yield?

Mr. RNUTSON. I yield.

Mr. DUNN of Pennsylvania. Has the gentleman from
Minnesota read the bill H. R. 2827, introduced by the gentle-
man from Minnesota [Mr. LunpgEN].

Mr. KNUTSON. I do not want to be diverted by discuss-
ing other legislation.

Mr. DUNN of Pennsylvania. I think that would take
care of the situation if enacted into law.

Mr. KNUTSON. Well, it would not be the first good thing
that has come out of Minnesota. My idea of this legisla-
tion would be something that would aid recovery, something
that would lift the burden of industry and remove all
uncertainty.

Mr. FITZPATRICK. Will the gentleman tell us what will
do it?

Mr., KNUTSON. You are not going to do it by putting
a 9-percent.tax on pay rolls, and that is what you are doing
here. You are going to further increase unemployment by
this legislation. You must take some other method than
you are pursuing here. My heavens, you have tried every-
thing but mustard plasters. [Laughter.}

Mr. FITZPATRICK. WIill the gentleman give us his plan?

Mr. KNUTSON. You cannot justify a humilitating fail-
ure by asking me what I would do in a situation not pre-
sented to me for solution. That task is yours.

Under the unemployment-insurance title employers pay a
tax on the pay roll for the calendar year of 1 percent, 2 per-
cent for 1837, and 3 percent for the calendar year 1938, and
each year thereafter.

According to the committee’s own report, this means an
additional burden on Industry of $228,000,000 the first year,
and that is going to gradually increase until you put an
additional annual burden on industry of $900,000,000, or 90
cents for every minute since the Christian era.

(The time of Mr. KNuTSON having expired, he was given
10 minutes more.)

Mr. KNUTSON. Now, under the contributory proviston,
the employers pay another pay-roll tax of 1 percent for 1937,
reaching 3 percent in 1949. That tax puis an entire burden
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of $280,000,000 on industry the first year, and gradually
creeps up to $900,000,000. There you have $1,800,000,000 tax
burden in the two taxes, which is another thing this bill does.
Such a burden would not alone retard business recovery but
would increase unemployment.

Mr. FITZPATRICK. Will the gentleman yield for another
question?

Mr. KNUTSON. No; I decline to yleld to the gentleman,
He does not ask questions to get information, but merely
to embarrass the speaker. If the gentleman were truly
seeking light I would be glad to have him ask his question,
but he is not. He will follow the orders he gets from down
at the other end of the Avenue regardless of where such
orders may lead him.

Mr. ROBSION of Kentucky. Mr. Chairman, will the
gentleman yield?

Mr. ENUTSON. Yes.

Mr. ROBSION of Kentucky. It has been said here that
these funds will be built up to amount to $332,000,000,000,
Can any of that principal be used as the years go by to meet
these annuities, or is it imited only to the income from that
fund?

Mr. KNUTSON. By the f{ime that fund Is created, if the
Republicans are not then in power, the money will probably
be used in operating the Government.

Mr. ROBSION of Kentucky. There is one other question.
Is one entitled to participate in any of these annuities of
unemployment insurance unless he has had 5 years of em-
ployment?

Mr. KNUTSON. I think that is required.

Mr. VINSON of Kentucky. Oh, not for unemployment
insurance.

Mr. ROBSION of Kentucky. I am speaking of annuitles,

Mr. VINSON of Kentucky. The payment of annuities
does not begin until 1942, That is correct.

Mr. ROBSION of Kentucky. It has been stated that there
are something like 13,000,000 workers in this couniry be-

| tween the ages of 45 and 65, and we know, especially in the

mining industry and in railroad work, that when you seek
initial employment in the coal mines or on the railroads, you
must sign a card that you are under 45 years of age. What
is there in this bill to take care of those 13,000,000?

Mr. KNUTSON. There is nothing in this bill to take care
of them. That is another shortcoming of this legislation.
When a person is unemployable he is unemployable, whether
he be 45 or 65, and they should be treated alike.

Mr. ROBSION of Kentucky. When will anyone get any
of this old-age pension, provided the States will cooperate?
When will the first payment be made?

Mr. KNUTSON. I think in some of the States it will go
to the heirs. Here is another thing you are doing here. You
are proposing to set up a new bureau. Of course, I realize
that that is your long suit—setting up new bureaus. You
were strong against them before election, but stronger than
horse radish for them since. You are going to have a new
bureau to administer this fund. Nouw, let us see, what is the
name of that bureau?

Mr. WADSWORTH. The Security Commission.

Mr. KNUTSON. Oh, no, that is another bureau. The
gentleman has the two confused and I do not blame him,
because there are so many of them. What Is the name of
this bureau?

Mr. TABER. The Soclal Security Bureau.

Mr. KNUTSON. To be sure. I think I know what quali-
fications will be necessary for a job with that Bureau, but
I shall not touch on that now. We now have the Veterans’
Administration that is admirably and fully equipped to
handle this old-age-pension fund. The Velerans’ Bureau is
handling all other pension matters, including the Federal
retirement fund, but I suppose the opportunity for creating
another bureau was just too great a temptation to resist,
There i3 one thing I admire about you folks, and that is
your ability to think up new Jjobs

As I see it, the prime need of the hour is buskness re-
covery. This unemployment insurance and this annuity plan
a. best are but experiments. There i3 no immediate hurry



1936

for any of this legislation, save old-age pensions, because if
we do pass the bill, it cannot possibly go into effect until
1937 or probably several years thereafter.

Mr. DONDERO. Mr. Chairman, will the gentleman yield?

Mr. KNUTSON. Just let me finish my thought, please.
Why do we not break down this bill into four measures, and
let each one stand on its own bottom. There is no connec-
tion between old-age pensions and unemployment ennuities.
Let us pass an old-age-pension bill that will give adequate
relief to the aged.

Mr. MARTIN of Colorado. And what is that? That is
what I am looking for.

Mr. KNUTSON. I would say $50 or better a month.

Mr. MARTIN of Colorado. To how many people?

Mr. KNUTSON. I am speaking of individuals.

Mr. MARTIN of Colorado. The gentleman is willing to
give them $50 a month?

Mr. KNUTSON. That would be the minimum. I would
give them cnough. Up in our country a person cannot live
in comfort for less than $100 a month where they have to
pay rent and buy fuel.

Mr. MARTIN of Colorado. That sounds all right, but
how many people are you going to take in on that?

Mr. KNUTSON., How many would the gentleman be in
favor of taking in? g

Mr. MARTIN of Colorado. Let me tell the gentleman.

Mr. KNUTSON. My time is running. Please let me get on.

Mi. MARTIN of Colorado. I will tell the gentleman when
1 get the floor.

Mr. KNUTSON.
. Mr. DONDERO.

question?

Mr. KNUTSON. I yield

Mr. DONDERO. 1 am seriously concérned, representing a
district in which considerable industry exists, whether or
not the gentleman’s committee gave any consideration to
the possibility of how industry will raise this money to pay
this 9-percent pay-roll tax. Can the gentleman answer that?

Mr. KNUTSON. We are just going to open the goose and
see how many golden eggs she contains. That is what this
bill will do. It will close all factories. It will do Jjust
exactly what the N. R. A. did, only much worse. Does that
answer the gentleman’s question? [Laughter.]

Mr. TREADWAY, Will the gentleman yield?

Mr. KNUTSON. 1 yield.

Mr. TREADWAY. How long will that goose last, with the
golden eggs?

Mr. KNUTSON. Well, I do not think it will last beyond
one meal,

Mr. COOPER of Tennessee.

Mr, KNUTSON. 1 yield.

Mr. COOPER of Tennessee. The gentleman is a distin-
guished member of the Ways and Means Committee, and, of
course, was present at the hearings. I would like to have
the gentleman tell the House how many industrial leaders
of this Nation appeared before the committee in opposition
to this bill?

Mr. KNUTSON. Well, you know the industrial leaders
do not dare to come to Washington and talk against any
legislation——

Mr. COOPER of Tennessee. Very well. Can the gentle-
man answer the question or not?

Mr. KNUTSON. 1 am telling the gentleman why they
do not come,

Mr. COOPER of Tennessee. How many people, speaking
for industry, appeared in opposition to the bill?

Mr. KNUTSON. Oh, the gentleman knows why they did

I will be glad to hear the gentleman.
Will the gentleman yield for a short

Will the gentleman yield?

not appear.

Mr. COOPER of Tennessee. They appear here on every-
thing else.

Mr. KNUTSON. The gentleman knows why they did not
appear.

Mr. COOPER of Tennessee. How many of them were
here?

Mr. KNUTSON. None.

Mr. COOPER of Tennessee. Very well,
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Mr. EKNUTSON. Because if they had appeared the
R. P. C. would have called their loans.

[Here the gavel fell]

Mr. TREADWAY. Mr. Chairman, I yield the gentleman
from Minnesota 5 additional minutes.

Mr. KNUTSON. The gentleman from Tennessee [Mr.
CoorEer] knows why they did not appear. They did not dare
to appear. That is plain. Certainly Mr. Emery appeared,
and, in a very temperate statement, stated as forcibly as he
dared, his opposition to this bill. You know that he repre-
sented American manufacturers, many of whom are prob-
ably beholden to the Reconstruction Finance Corporation or
some other governmental agency, or some bank on which the
R. F. C. has a stranglehold. ‘If you will read Mr. Emery’s
statement, you will find that he seriously doubted the wis-
dom of this legislation and called particular attention to the
fact that industry could not carry the additional burdens we
were proposing to impose upon them.

Delay in the present situation is dangerous. Under the
proposal in the administration bill pensions cannot become
effective for 2 or more years in those States wherein the
legislature has already adjourned without having made any
propar or adequate provision to enable such States to par-
ticipate.

The Federal Government has no power to compel any
State to adopt laws in accordance with this proposal by the
administration, or to enact any pension law, and in any
State which does not adopt a penison law to conform to the
proposed measure, there can be no immediate pension relief
for the aged, and these old people must be taken care of now.

Aside from these practical considerations entering into the
tax features of this proposal, there is also a grave question
of constitutionality, particularly in the case of the joint tax
on employer and employee for the purpose of setting up a
fund for the payment of retirement annuities.

Congress may impose taxes only to provide revenue for the
Government. This tax on its face is not for the purpose of
providing revenue for Federal purposes, but it is simply an
enforced contribution for the benefit of a certain class of
persons.

COMPULSORY

CONTRIBUTORY ANNUITIES AND UNEMPLOY AENT

INSUBRANCE

As to the provisions of this proposed bill relating to con-
tributory annuities and unemployment compensation, it is
my belief they cannot be justified at this time.

In my opinion, the passage of this proposed legislation
will further and definitely increase unemployment. I fear
that titles VIII and IX hold ocut an incentive or inducement
to employers to reduce the number of their employees to a
minimum in order to avoid or reduce the taxes imposed
upon them by these two titles. I am convinced that at this
time the arnuity and unemployment provisions constitute
a serious threat to recovery because they impose two dis-
tinct pay-roll taxes, one of which falls entirely upon the
employer and the other jointly upon the employer and
employee,

I believe the age limit of 65 years is too high to be of
assistance in solving the unemployment problem. We well
know that it is exceedingly difficult for a person to secure
employment after passing the age of 60. This is a machine
age, and industry wants young and active workers. At 60
workers generally are considered unemployable. The ques-
tion then arises, What shall become of those who are laid
off at age 60 and who are unable to find other jobs? We
cannot let them starve, and it is not fair to make them
paupers before granting relief. Shortening the hours of
toil will not solve this problem.

Under the unemployment-insurance titles the employer
pays a tax of 1 percent of his pay roll for the calendar year
1936, 2 percent for the year 1937, and 3 percént for the year
1938 and subsequent years. According to the committee
report, this means an initial burden of $228,000,000 the first
year, $500,000,000 the second year, and from $800,000,000 to
$900,000,000 annually thereafter.

Under the contributory-annuity provision the employer
pays another pay-roll tax, which begins with a rate of
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1 percent in the year 1937 and reaches a maximum of 3 per-
cent in the year 1949. This tax begins with an initial
burden of $280,000,000, which gradually increases up to
$900,000,000 annually.

Considering these two taxes together, employers will be
required to bear an additional tax burden of $228,000,000
in the year 1936, $800,000,000 in the year 1937, and a grad-
ually increasing amount thereafter until the maximum of
$1,800,000,000 per ennum is reached in 1949. This stag-
gering total would be in addition to the present Federal,
State, and local taxes. How long will industry be able to
carry this burden?

The tax on employees also begins with a l-percent rate
and reaches a maximum of 8 percent in 12 years. It will
be deducted from their pay envelops in an amount rang-
ing from $280,000,000 in the first year to a maximum of
$900,000,000 annually.

In general terms this bill imposes a maximum tax of 3
percent on employers for unemployment insurance. It im-
poses another 3-percent tax on employers for retirement
annuities. It also imposes a 3-percent tax on employees.
The result is that by January 1, 1949, there will be a triple
tax on pay rolls of 9 percent, imposing on employers and
employees a total burden of nearly $3,000,000,000 annually
in addition to all other taxes. :

Business recovery at the present time hangs in a very deli-
cate balance. Every additional burden of this kind upon
business, however small, tends to make recovery more re-
mote; hence, imposing directly upon industry such a tre-
mendous burden as I have mentioned is bound to cause a
reaction which will result in prolonging the depression
indefinitely.

Not alone will business be affected by the direct burden
which i{s imposed upon it by this bill, but business will be
seriously affected and depressed by having taken from it
annually the $280,000,000 to $900,000,000 which is taken
from the annual pay roll of the working class and with-
drawn from the channels of trade.

The tax on pay rolls will fall alike on all kinds of business,

whether operating at a profit or operating at a loss and may
mean the difference between solvency and insolvency.
Moreover, since this tax imposes a penalty on employment,
it will tend to cause employers to get along with a mini-
mum number of employees, and thereby it will tend to
increase unemployment. This tax, when applied to the em-
ployee, operates as a gross-income tax, and it is, therefore,
discriminatory.

When this tax is applied to the consumer it has the same
effect on prices as a turnover or general sales tax. There
will be a tendency to pyramid the tax for the various opera~
tions, from raw material to finished product, and this will
cause a material increase in the cost of living.

If the administration cannot see its way clear to adopt a
manufacturers’ excise tax (with food and clothing ex-
empted) for the purpose of making up a part of the Treas-
ury deficit, I do not see how it can conscientiously support
the tax on pay rolls and pay checks for the purpeose of fur-
nishing unemployment relief and old-age annuities.

TUNNECESSARY AND CUMBYRSOME BUREAUS

I do not approve the growing tendency of Congress to con-
stantly set up needless, complicated, cumbersome, and ex-
pensive governmental machinery to carry into effect new
nolicies and programs that are more or less experimental.

For 125 years this Government followed a pension policy
in dealing with its defenders that had proven highly satis-
factory to pensioner and Government alike.

But in the year 1917 Congress created, over my protest,
the so-called ¥ War Risk Insurance Bureau ”, now known as
the ‘ Veterans’ Administration ”, to deal with pensions, and
this Bureau has already cost the American people endless
hundreds of millions of dollars for its administration, using
money that should have gone to the veterans, and without
giving the veterans any increased benefits.

In this social-security legislation it is proposed to repeat
that expensive mistake, as you would set up another costly
and cumbersome bureau to administer a new experimental
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pension system by and through which we will again spend
bundreds of millions of dollars, over a period of years, to
operate a new and unnecessary Government machine, and
again the cost thereof will come out of the packets of the
taxpayers and the beneficiaries.

The Bureau of Veterans’ Affairs is already equipped to
handle some of the benefits to be granted under this legis-
lation.

The Children’s Bureau will administer the benefits
granted by title V.

The Public Health Service will administer the work under
title VL

Why do we talk against the establishment of new bureaus
and yet constantly vote to create them? Why extend fur-
ther this generally recognized evil, especially in this time of
great national distress when there is so great a need for
rigld economy?

RFAL ECONOMIC SECURITY

The administration proposal does not provide any real
increase in the buying power of the American people, neither
will it provide work for the idle and unemployed; in fact,
it will do the opposite by imposing a burdensome tax load
without giving any immediate benefits.

In the first pldice, I believe that this measure should be
so drawn as to be of fmmediate aid in ending the business
depression. It should set the age lmit of beneficiaries at
60, so as to take up a considerable portion of the present
unemployment slack. It should fix the benefits at such a
figure as will make possible dependable commodity consump-
tion, production, and employment, thereby bringing to an
early termination this distressing business depression, which
is daily growing worse.

The prime need of the hour is recovery, not social reform.
Since these proposals to which I am opposed are definitely
within the scope of soclal reform, there is no compelling
reason for taking them up at this time unless when so doing
we provide a-proper measure to restore business volume.

I am very sympathetic toward these soclal reforms. They
should and must be given thoughtful and {riendly considera-
tion. However, it should be kept in mind that neither the
old-age annuity nor unemployment insurance provisions of
the bill are intended to provide immediate relief in their
respective flelds. They have no bearing upon the present
unemployment situation, and my opposition to them at this
time in no wise constitutes any lack of appreciation of the
problems of those now in need. Rather, I feel that I am
doing them a distinct service by insisting that nothing be
allowed to impede business recovery and the resumption of
normal working conditions. After all, a job is better than
a dole.

My idea of an old-age-pensicn plan is one that will retire
from gainful employment all persons at the age of 60 and
over, thereby making places for the young who are now
unable to find work. The plan should carry a sufficient
annuity to give such buying power as will immediately tend
to place production and consumption upon a firm, dependa-
ble, and permanent basis. That would largely obviate the
danger of future depressions. Such a plan would be abso-
lutely sound and workable in every respect. It should be
financed in a manner to equalize the burden.

Our country is now In a precarious condition, and the
demand is for immediate relief. No half-way measure will
suffice. It is our manifest duty to provide adequate relief,
and to do so at once.

The administration bill cannot provide any relief before
the year 1937 and years will elapse before it can give any
tangible benefits. We cannot wait that long. 'To do so will
imperil the very safety of our country.

This prolonged business depression will not be overcome
until we adopt a definite plan to make adequate provision
for, and to enforce, spending and buying by the public in
sufficient amount and volume to absorb the products of
industry and agriculture required for our standard of living.

The national situation is now far too serious and critical
to permit any mere gesture in this matter. We must have
a measure that will actually and permanently afford relief
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to our aged people and give employment to approximately
10,000,000 workers who are now tdle, and who, together with
their dependents, are being supported by Government money
proctired by bond issues which steadily increase the public
debt.

This Congress will be derelict in its duty it it fails to enact
a measure that will enable and permit the bus.ness of our
country to resume sactivities in a manner to furnish employ-
ment for all citizens who should now be employed, to equi-
tably distribute the rewards of honest labor, and to give
security to our aged people in a dignified manner without
reducing them to pauperism.

CONCLUSION

For the reasons stated in the foregoing, I favor a change
in title T and the elimination of titles II, II1, VI, and IX.
Mr. Chalrman, I herewith append my supplemental re-

port:
SUPPLEMENTAL VIEWS OF MR, KNUTSON

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

1. 7t is obvious from the provisions of this bill that it cannot
be made effective for several years, hence it will be a bltter dis-
appointment to those who have looked hopefully to this adminis-
tration for immediate relief. .

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

8. The age limit of 65 1s too high to give the needed rellef.
The limit should be fixed at 60, which would help the unem-
ployment situation materially and at the same time care for a
large number now out of work and who by reason of age are
unemployable,

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

5. The adminisiering of this law will result {n discrimination.
People living in Btates that are bankrupt, or nearly so. witil
recefve absolutely no benefits from this legislation. These people
must be taken care of by the National Government.

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

7. Many small concerns having 12 or 15 employees would dis-
charge enough employees to exempt them from the payment of
the pay-roll taxcs, which would yet further aggravate the unems-
ployment situation.

8. The proposal to estalilith & nmew bureau to administer this
law 18 Indefensible and a nredless expense to the taxpayers. In
the Interest of e~oncmy the administration ot the law should
be vested ia the Veterans’ Administration, which is equipped to
handle this activity.

Mr. TREADWAY. Mr. Chairman, I yleld 15 minutes to
the gentleman from New York [Mr. TABER].

Mr. TABER. Mr. Chairman, I have been studying this
bill ever since it was reported out by the Ways and Means
Ccmmittee about a week ago. I believe this bill will go
down in history, not as the social security bill, but as the
9 percent pay roll tax bill, a bill designed to impose taxes
upon the employer and employee amounting to 9 percent.
Frankly I cannot figure any way it can come out of anyone
except the employee, because the purchasing power of the
country will not absorb any higher prices than we are
carrying now, and the employers are now mostly operating
in the red, so that they will not be able to absorb that tax.
Three percent of it is levied directly upon labor. The bill
is designed fo cost approximately four to four and a half
billion dollars in all. There is approximately $3,000,000,000
on account of the 9-percent pay-roll tax; approximately
eight or nine hundred million under the old-age relief, and
it will run from two to three or four million under the
other items in the bill. Frankly I do not see how the
people of the United States can bear the burden. In addi-
tion to that, there is this situation: Many industries have
already set up old-age-retirement propositions for their
employees. Many industries are taking care of unemploy-
ment insurance themselves. No exemption is made for
those people. In addition to the burden they are now car-
rying, they will have to meet the pay-roll tax, and their
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employees will have to meet the pay-roll tax that is set up
in this bill. Prankly I do not believe the bill has had the
kind of consideration that a bill should have, to be brought
here by the Ways and Means Committee,

Mr. WOOD. Will the gentleman yleld?

Mr. TABER. I yleld.

Mr. WOOD. Can the gentleman tell me what industries
aull-rem taking care of their employees on unemployment fea-

?

Mr. TABER. I know that a great many of them are.

Mr. WOOD. Can the gentleman name one?

Mr. TABER. 1 know that a great many of them are
locally, In my part of the country. I am not going to nams
them in detail, but a great many of them are,

Mr. WOOD. I would like to have the gentleman mention
one of them.

Mr. TABER. Many of them are taking care of them,
The American Telephone & Telegraph Co. is taking care of
those to a very large extent.

Mr. WOOD. That is not unemployment insurance.

Mr. TABER. Oh, but it is, if the gentleman would study it.

Mr. TREADWAY. Wil the gentleman yield?

Mr. TABER. I yleld.

Mr. TREADWAY. Was the inquiry relative to the num-
ber of employees that private corporations are caring for?

Mr. TABER. No. The inquiry was with reference to un-
employment insurance. A great many of these people are
paying their help when they are out of employment—sick,
and a great many of them are being paid when they are
unable to provide them with employment.

Mr. FITZPATRICK. Will the gentleman yield?

Mr. TABER. I yield.

Mr. FTTZPATRICK. With the private pension system,
after & man had worked for 15 or 20 years and was laid off
or discharged, he would lose the pension; is that not true?

Mr. TABER. Some corporations have a rule that if they
are laid off or discharged prior to the attainment of their
retirement privilege they would receive no compensation.
Others take care of them just as well as this bill takes care
of them. This bill provides nothing unless they have worked
for 5 years in continuous employment.

Mr. FITZPATRICK. But, after that all citizens are pro-
vided for?

Mr. TABER. Oh, no; only those who have worked
steadily for 5 years.

Mr. VINSON of Eentucky. The gentleman is not correct
in that assumption.

Mr. TABER. What is it?

Mr. VINSON of Kentucky. It is not continuous service.

Mr. TABER. Is it service at all?

Mr. VINSON of Kentucky. It is § years’ service.

Mr. TABER. Under that he might work 1 day a year.
But it is limited to a certain percentage of the amount of
their earnings during that period.

Mr., VINSOXN of Kentucky. That is correct.

Mr. TABER. And if they are not employed any great
length of time the annuity will not amount to anything.

Mr., VINSON of Kentucky. But certainly the gentleman
does not want to leave the impression that it has to be
continuous service with one employer.

Mr. TABER. Perhaps that is correct. I thank the gentle-
man for the correction. At the same time, the pension will
not amount to anything unless a man has steady employ-
ment; there is no question about that. These people will be
on the old-age roll just the same unless they have had a
long, continuous service.

I want to call attention now to some of the other high
points that seem to me to stand out in this bill. I may be
mistaken about this one, but I want to call the attention of
the committee to pages 10, 11, and 12, where the gross amount
that can be repaid to any employee is limited to 312 percent
of the amount of the wages he has received. When this bill
gets to swinging, the amount of tax that will have been paid
is 6 percent of the amount of the wages the employee has
received, yet he is limited in the gross amount he may receive
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to 3% percent of the amount of those wages. That leaves,
if I understand it correctly, 2% percent for administration.
Two and one-half percent is 4124 percent of 6, so this means
4124 percent for administrative expenses. Is not that
correct?

Mr. SAMUEL B. HILL. Mr, Chairman, will the gentleman
yield?

Mr. TABER. 1 yield.

Mr. SAMUEL B. HILL. Please explain how the 6 percent
that is paid in is arrived at.

Mr. TABER. 1 did not say that the employee paid it in.
I said that there had been paid in under title VIII, under the
gross pay-roll tax there provided, 6 percent. Is not this
correct?

Mr. SAMUEL B. HILL. The employer will pay 3 percent
and the employee will pay 3 percent.

Mr. TABER. Well, 3 and 3 make 6.

Mr. SAMUEL B. HILL. They make 8.

Mr. TABER. Yes.

Mr. SAMUEL B. HTLL. He gets back all he pays in, cer-
tainly, and more.

Mr. TABER. He gets back for what his employer has to
pay, one-sixth; that is what he gets; and that means that
this bill is setting up a law that requires a 41%-percent cost
for administration. .

Mr. SAMUEL B. HILL. Mr. Chairman, will the gentle-
man yield further?

Mr. TABER. Yes.

Mr. SAMUEL B. HILL. The gentlemen is referring to
cases where this payment is made to the employee before
he arrives at the eligible age of 65 for the annuity.

Mr. TABER. Not the way I understand this language,
because as I understand the language it means that this
is the rule with reference to any individual who dies after
attaining the age of 65 or who has received annuities there-
after which run over 31 percent of the total amount of the
pay that he has received.

Mr. SAMUEL B. HILL. If the gentleman will yield fur-

ther, that is exactly what I was trying to direct the gentle-
man’s attention to. The employee gets back more than
he pays in.

Mr. TABER. Of the amount he has paid in, but not more
than he and his employer together have paid in. That
means that there goes info this fund 41% percent—I find
I was correct in this situation—for administration. It
means that the employee will pay the whole of that 6 per-
cent In the long run and the gentleman is using a set-up
requiring 41% percent out of the pay rolls of the poor to
provide jobs for the faithful. That is just what it means.

Mr. VINSON of Kentucky. Mr. Chairman, will the gentle-
man yield? The gentleman always is fair.

Mr. TABER. I try to be.

Mr. VINSON of Kentucky. He iIs very accurate generally.

Mr. TABER. Let me find the trouble, tell me.

Mr. VINSON of Kentucky. Close up to the age of 65
are the near-aged. The 3)2-percent repayment to those
dying before 65 is the principal plus one-half percent which
is conserved as interest.

In the old-age benefits there is the problem, what might
be called unearned annuities to the near-aged. For exam-
ple, if a person were 59 years of age and earned $3,000 over
8 period of 5 years under the present bill, he would get $15
a month; whereas the 3% -percent feature to which the gen-
tleman refers to, would give him only $105 as a total lump-
sum payment. In other words, the near-aged, those who
are near the 65-year age limit, get the break in what might
be termed unearned annuities, which are made possible by
payments of employers. Consequently, the gentleman's fig-
ure of 41% percent for administrative costs, must be ma-
terially reduced. In fact, we were told in the committee
that the administrative costs would be about 5 percent of
the benefits paid.

Mr. TABER. I am very frank to say I cannot understand
the gentleman’s explanation, although I have tried to.

Mr. VINSON of Kentucky. I am trying to help the gen-
tleman; I would like to if I could.
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Mr. TABER. I appreciate that, but my time is limited
and I cannot yield further. When the gentleman gets the
floor in his own right I would like to have him explain why
my flgure of 413 percent for administrative cost is not
correct.

Frankly, from what the gentleman from Washington told
me, and insofar as I have been able to follow what the
gentleman from Kentucky has told me, the 4124 percent
figure for administrative cost is correct.

There are other things to which I wish to call attention.
Insofar as I can follow title III, there is no definite set-up
of benefits, or no concrete definition of how unemployment
insurance should be set up. It is left to this board which
is to be created. Now, why should we delegate more au-
thority to boards if we are going to have anything of this
kind? Frankly, I think it is an impossible burden which is
being placed upon the public. We ought to meet the re-
sponsibility ourselves of setting up definitely what is to be
done rather than to have the thing turned over to somebody
else to work out. I think we have had altogether too many
boards, altogether too much dclegation of authority.

Mr. JENKINS of Ohio. Mr. Chairman, will the gentleman
yield for a question?

Mr. TABER. 1 yield. .

Mr. JENKINS of Ohio. Would not the gentleman much
prefer the board provided for in this bill rather than to have
the present Secretary of Labor designated to make this set-up
as was provided in the original bill?

Mr. TABER. That would be worse.

We ought to set up what we are going to ao definitely and
not vote for a “ pig in a poke.”

Mr. JENKINS of Ohio. Will the gentleman yleld?

Mr. TABER. I yield to the gentleman from Ohio.

Mr. JENKINS of Ohio. There is one thing in this set-up
that was most shocking to me, and I know it would shock
the gentleman much more, and that is in connection with
the original bill the “ brain trusters " and those who put the
bill together thought that this great, colossal matter should
be administered by one institution in charge of the present
Secretary of Labor.

[Here the gavel fell.}

Mr. TREADWAY. I yleld the gentleman five additional
minutes.

Mr. TABER. I think the set-up that came over from the
“ brain trust ” was worse than this one. I think we ought to
strike from the bill titles II and IIT.

Mr. TREADWAY. May I say to the gentleman that strik-
Ing titles I and I would make title VII simply a political
set-up with nothing to do.

Mr. TABER. That is correct. We should strike title VII
and we should also strike titles VIII and IX.

Mr. TREADWAY. That is correct.

Mr. TABER. Unless you go ahead in an intelligent way
to meet this problem you are not going to meet it at all.
Title I of the controversial titles is all there i3 to this bill
that deserves any consideration whatever, Title I is the
section that relates to old-age pensions. Unquestionably we
have to meet the sftuation in some way, and I do not care
to shirk that responsibility. Frankly, I feel it is a matter
that the States should ultimately handie for themselves
rather than for the Federal Government to handle it, but I
do feel in the present emergency and in the present situa-
tion the Federal Government should make a temporary
contribution. We should also keep titles IV, V, and VL

Mr. Chairman, I think we should go ahead and pass a
bill providing something of this kind which will take care of
people who are in distress, but I do not believe we should
attempt a broad set-up along the line as outlined in sections
under titles II and III with the tremendous 9 percent pay-
roll tax. I do not think we should think of such a thing
until we have observed how the old-age situation will work
out and how it will take care of the people. If we attempt
to burden industry with more drawbacks and with more
things that will prevent business recovery, we are going to
be just exactly where we are now, and get worse and worse
every day. That is the difficulty with the existing situation.

Mr., PERKINS. Will the gentleman yleld?
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Mr, TABER. I yleld to the gentleman from New Jersey.

Mr. PERKINS. I would like someone to explain why we
hear the words “ 9-percent tax ” quoted so often. How does
the gentleman figure this 9-percent tax?

Mr. TABER. Well, 3 percent on the employer under title
VIII, 3 percent on the employee under title VIII, and 3 per~
cent on the employer under title IX; 3 plus 3 plus 3 make 9.
‘That is the way it goes, as I understand the matter. Is that
not correct?

Mr. JENKINS of Ohio. The gentleman is right.

Mr. VINSON of Kentucky. As of 1949,

Mr, TABER. That is at the final wind up. The amount
of the tax and the percentage in effect on any particular day
is given in a table that appears on page 44 of the report,
according to estimates. Whether those estimates are right
or not, I do not know. The members of the committee can
tell you more about that than I can. -

Mr. Chairman, it seems to me that this tremendous tax
should not be imposed on industry in such a way that it will
stop and clog recovery. I think that this Congress bas done
almost nothing but attempt to prevent recovery ever since
the 1st of March 1933. I think we ought to stop those bills
that are designed by the “ brain trust ” and which can have
no effect upon the situation in America tcday except to pre-
vent and restrain and keep back business from recovery.
[Applause.]

[Here the gavel fell ]

Mr. TREADWAY. Mr. Chairman, I yield 5 minutes to the
gentleman from Michigan [Mr. ENGEL].

Mr. ENGEL. Mr. Chairman, I did not expect to speak on
this bill. I am for an adequate old-age-pension law. Up
until the time this bill was reported by the committee I
thought I was for unemployment insurance. After looking
over the bill and looking over its provisions I am wondering
whether or not I am for unemployment insurance.

Mr. Chairman, my district consists of 11 counties. The
major portion of the pcpulation is rural. My experience
covering a number of years in State legislative work tells me
that in the final analysis every tax is paid by the consumer.
1t is passed on to the consumer, and I do not believe this
tax is going to be an exception. The factory owner and the
industrialist will have to add his share of the tax to his cost
of production, which will in turn be added to the cost of the
article manufactured, and, of course, increasing the pur-
chase price of the article.

Mr. Chairman, I am informed, and I think correctly, that
40 percent of the purchasing power of the country is in the
farmer. If this bill is to cost approximately $2,000,000,000
a year, as stated in the report of the committee, $800,000,000
of this amount is going to be passed on to the consuming
farmer. If it is true that you are going to have a reserve
fund of $32,000,000,000, it means that $12,800,000,000 of
this reserve fund is going to be pald by that part of the
consuming public known as the “farmer.” In view of the
fact that he is exempt from the several subdivisions of the
bill—that is, the unemployment section and the old-age
reserve fund—and would properly be so exempt, I am won-
dering just what I can tell the farmers back home in justi-
fication of a vote for this measure. I may say frankly that
I do not know at this time how I am going to vote on the
bill. I am wondering just where we are going with this
sort of legislation.

Mr. COOPER of Tennessee. Will the gentleman yleld?

Mr. ENGEL. I yield to the gentleman from Tennessee.

Mr. COOPER of Tennessee. The gentleman understands
that the farmers are entitled to benefits under title I?

Mr. ENGEL. Yes; but the gentleman also understands
that the $2,000,000,000 does not finance title I. It finances
the unemployment insurance and the old-age annuity which
is paid by the pay-roll tax.

Mr. COOPER of Tennessee. The gentleman i3 talking
about some figures given by some gentleman on that side
of the aisle. I am talking about the provisions of title I,
which, of course, provide benefits for the farmers that the
gentleman is concerned about.
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Mr. ENGEL. Absolutely; and he {s paying for that out
of a $49,000,000 appropriation provided for in the bill

Mr. VINSON of Kentucky. If the gentleman will per-
mit, the benefits under title I with respect to old-age pen-
sions are paid for out of the General Treasury and not out
of the reserve account, and the unemployment compensation
is not paid out of the reserve account. The gentleman must
keep in mind that there is an unemployment trust fund and
a t;&erve account and then the Treasury of the United
States.

Mr. ENGEL. That is very true; but this $32,000,000,000
you are talking about——

Mr, VINSON of Kentucky. That is a reserve account and
the farmer is not paid out of that under the old-age benefits,
The farmer is not taxed under title VIII and is not taxed
under title IX, and as I understand the gentleman, he
agrees that they should be exempted.

Mr, ZINGEL. He is not taxed directly, but if that tax is
passed on to the consumer, as it always is—-—

[Here the gavel fell.]

Mr. TREADWAY. Mr. Chairman, I yield the gentleman
2 additional minutes.

Mr. ENGEL. If that tax, as every other tax, is passed on
to the consuming public, the fariner, constituting 40 percent
of the consuming public, is going to pay 40 percent of this
tax which is going to be passed on to him; 40 percent of this
tax of $32,000,00".000 reserve fund or trust fund is $12,300,-
000,000, and I would like to know how you are goingz to get
around that.

When an individual is sick, the doctor leaves a bottle of
medicine and says, “ Take a teaspoonful every 2 hours and
you will get well.” The patient gets well, but every once in
a while some fool comes along and swallows the whole bottle
and dies. Some of these social reforms are all right, and
I am in favor of them. If we take a spoonful at a time, we
mizht get well; but I am wondering what will happen if we
swallow the whole bottle. [Laughter and applause.]l

Mr. SAMUEL B, HILL. Mr. Chairman, I yield 10 minutes
to the gentleman from Missouri {Mr. Durcaxl.

Mr. DUNCAN. Mr. Chairman, Dr. Smrovice has just sug-
gested to me that I state to the gentleman who just preceded
me that it is sometimes necessary to try several kinds of
medisine before you can find out what is wrong with a pa~
tient, and it might be necessary to give him a dose of each
kind.

I do not think I have ever observed quite as much pessi-
mism in all my life concerning the future of this country as
I observe here today coming from our friends on the other
side of the aisle. I am certainly glad that it is npt catching.
My friends over here are very much like the Arkansas
traveler. When the sun is shining they do not need any roof
on the house and when it is raining thzy cannot put one on.

I think if we are going to get anything out of this depres~
sion, the experiences we get ought to enable us to look into
the future and make plans to prevent another one.

With respect to old-age pensions, I think every man and
every woman in this House is agreed that we are going to
have them. You know, I think the most unfortunate thing
that has happened to this country is the fact that the hopes
and aspirations of the old people have been built up to believe
that they are going to get a lot of money, which every man
who thinks sanely upon the question knows they are not
going to get. The letters we get from the old folks in our
districts are pitiful. They believe honestly in their hearts
that they are going to get $200 a month or $100 a month.

Mr. McGROARTY. Mr. Chairman, will the gentleman
yleld?

Mr. DUNCAN. Gladly, sir.

Mr. McGROARTY. On what do you base your prophecy
that they are not going to get it? What do you know
about it?

Mr. DUNCAN. On the fact that this Congress is not golng
to pass such legislation, either now or at any time in the
future.

Mr. McGROARTY. How about the next Congress?
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Mr. DUNCAN. The next Congress is the same way.

Mr. McGROARTY. How do you know?

Mr. DUNCAN. And for one, I want to say to the gentle-
man that I think the Membership of this House is not going
to sacrifice the financial structure of this country upon the
altar of political expediency. [Applause.] I believe this to
be true. I think the Membership of this House is still think-
ing scundly and is not permitting itself to be carried away
by any of the visionary schemes that are being suggested
to bring us out of this depressjon.

We must all recognize that because of the depression there
are thousands and thousands of old men and old women in
this country who have lost their savings, who have lost their
jobs and never again will they be able to have employment.
I am one who does not believe the Government owes to any
man a living, but it does owe to him the right to make a
living for himself, and when the Government finds itself
in the position where, through its own short-sightedness,
he is not able to make a living, then we do owe him some-
thing and we are going to have to take care of him.

If you have an old-age-pension law that is national in its
scope, and by that I mean exclusively financed by the Fed-
eral Government, it must apply everywhere alike, and every
man in this House today realizes that conditions differ in
different parts of the country. They differ in the different
communities of your own States, or in different portions of
your own States. I for one have long advocated an old-age-
pension law of some kind, and I honestly want to see one
passed and I want to support one here that can become a
law. This bill can become a law and I think the Member-
ship of this House is in the temper to pass it. I am com-
paratively new in the Congress. I am a new member on
the committee that has worked on this bill for 11 long weeks.

The method of preparing the bill has been discussed by
gentlemen on the other side of the House. I do not think
there has been a bill come into the House since my Mem-
bership to which the committee has glven more thought and
made more changes in the bill than in this. It comes to
you after weeks of labor and thought, the best that the
members of that committee could work out.

The plan of old-age pensions will enable the States to
determine their own problems. My own State is in the same
situation that many others are in. It is difficult to get
money, it is difficult to collect taxes, but they are paying
the money for relief that can be used for pensions.

Mr. LUNDEEN. Will the gentleman yleld?

Mr. DUNCAN. I yield.

Mr. LUNDEEN. Is this the Wagner-Lewis bill?

Mr. DUNCAN. This is the Wagner-Lewis bill, now the
Doughton bill. Mr. Lewis and Mr. DovceTON introduced the
bill in the House, and these different bills were taken up by
the committee, and we have spent 11 weeks considering all
of them, and this is the result of that labor.

Mr. VINSON of Kentucky. Will the gentleman yield?

Mr, DUNCAN. 1 yield.

Mr. VINSON of Kentucky. After 30 days hearings on
these different bills, we went into executive session, and after
weeks of consideration of other bills this H. R. 7260 was
introduced, after we had made 13 different drafts.

Mr. DUNCAN. That is correct; and this bill is the result
of that labor. After the consideration of these bills this
was worked out.

Now, there is one provision of the unemployment insurance
that I do want to discuss. A number of the States now have
unemployment laws. It is fundamental to me that we can-
not have unemployment-insurance laws in this country un-
less it is national in scope. You must place the States on
a basis of equality in the matter of taxation, so that if one
State fails to have unemployment insurance and & neighbor-
ing State does have unemployment insurance the industry
in the State that does have such laws will not be penalized
because of the fact. So the tax has been placed on all in-
dustry alike. So it will cause the employers and the em-
ployees to demand the passage of such laws, as they ought
to do.
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Do you know your Uncle Sam has outgrown his pants
and we are obliged to make a new suit of clothes for him?

Some have gone along not knowing of any change in the
economic conditions. They do not realize the changes that
have come to us—that we are living under changed economic
conditions. They sit at their desks and think that we are
going back to the old order of things. 1f they continue, we
will go on further and further into the depths of depression.
[Applause.]

[Here the gavel fell.)

Mr. DUNCAN. Mr. Chairman, I ask unanimous consent
to revise and extend my remarks and include therein a
statement by Dr. E. E. Witte.

Mr. TREADWAY. Mr. Chairman, I reserve the right to
object. I shall not object to any ordinary statement that
my colleague wishes to make but I should to the inclusion of
statemer.ts made by people not in any way connected with
the hearings.

Mr. DUNCAN. May I say to the gentleman that the
statement I refer to is now in the report of the committee
and it concerns the Townsend old-age-pension plan.

Mr. TREADWAY. Oh, the gentleman is making an ex-
tract from the committee hearing?

Mr. DUNCAN. Yes.

Mr. TREADWAY. That is satisfactory. I did not under-
stand.

The CHAIRMAN. Is there objection?

There was no objection.

Mr. DUNCAN. Dr. Edwin E. Witte, executive director of
the Committee on Economic Security, made an analysis of
the Townsend plan which I think is of interest, and is as

follows:
COSTS

The Townsend plan proposes thav pensions of $200 per month
shall be granted to all citizens of the United States who are 60
years of age or over, other than habitual criminals, and who will
forego all galnful occupation and agree to spend the pensions dur-
ing the month in which they are received. No Income or property
limitations whatsoever are prescribed; even millionaires would be
entitled to the Townsend pensicns.

There were 10,385,000 persons over 60 years of age in the United
States in 1930, as shown by the census of that year. At this time
the number is considerably greater, belng estimated at 11,562,000,
The number of habitual criminals among the aged is very small and
the number who are not citizens only about 600,000, While
4,155,495 persons over 60 years of age were in 1930 still * gainfully
occupled ”, the great majority of these persons would gladly forego
gainful occupation and agree to spend their pensions each month
as recelved if they were assured a pension of $200 per month,
Even if one-fourth of all now gainfully occupied would refuse the
pensions, the total number of the pensloners under the Townsend
plan would still approximate 10,000,000. This 1s the figure for the
number of pensioners most commonly given in the Townsend lit-
erature, although sometimes 8,000,000 i3 stated as the number to be
pensioned.

If there are 10,000,000 pensfoners, the cost 18 $2,000,000,000 per
month, or twenty-four billions per year, if there will be only
8,000,000 pensioners, these figures woiu’d be reduced to 81,600,
000,000 per month, or $19,200,000,000 pcr year. Eilther figure is
conslderably more than double the present combineu Federal,
State, and local taxes, which in 1932 totaled only £8,212,000,000.
(Source: Annual Report of the Secretary of the Treasury, 1833,
P. 306, and the report of the United States Census Bureau, Finan-
clal Statistics of State and Local Governments, 1933, p. 8.)

These figures would represent the costs only Iln the first year,
Persons who reach age 60 still have more than 15 years of life
ahead of them on the average. Under the Townsend plan the
average pensioner would be entitled to $200 per month for more
than 15 years. Actuaries employed by the committee on eco-
nomlie¢ security have computed that merely to pay pensions to thcse
now 60 or over represents a cost to the Government of a present
value of $245,000,000,000, which is to be compared with a total esti-
mated public and private debt of $126,000,000,000 at the peak of
the boom period in 1929. (Source: The Internal Debts of the
United States, by Evans Clark, p. 10.) This total almost equals the
entire estimated taxable wealth of the United States, which the
report on Double Taxation in 1932 of a subcommittee of the Com-
mittee on Ways and Means of the House of Representatives in the
Seventy-second Congress, second session, page 294, places at less
than $260,000,000,000, and is 50 percent greater than the actual
assessed value of all property, found by this subcommitteo to be
$163,000,000,000.

As the plan contemplates that not only shall pensions of $200
per month be pald to those now 60 and over but also to all per-
sons as they become 60, the actual liability assumed by the Governe
ment is much greater than this staggering total of $245,000,000,000.
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For many years to come the number of pensfoners will increase
each year, and the annual cost and total liability will mount
raplaly.

TAXES

To finance the Townsend pensions, the McGroarty bill (H. R.
8977), which 13 the official Townsend-plan bill, provides that a
2-percent tax—which may be reduced by the President to 1 percent
or increased to 3 percent—shall be levied *on the gross value of
each business, commercial, and/or financlal transaction”, to be
pald by the seller.

In the Townsend literature the claim 1s made that the total
money value of all transactions in 1933 was 1,200 billlon dollars,
and the Fifty-fifth Statistical Abstract of the United States is
cited as authority for this statement. The page where this in-
formation appears, however, has never been given, and a careful
examination of the Fifty-fifth Statistical Abstract of the United
States Indicates that no figure for the total money value of all
transactions appears anywhere in the volume. The nearest ap-
proach to such a figure is the total of all bank debits, represent-
ing the total of all business transactions in which bank checks,
drafts, etc.,, are used, in the 141 principal citles of the country,
which in 1933 was $304,769,000,000. (Source: Statistical Abstract
of the United States, 1833, p. 254.) It is estimated by Mr. Hor-
bett, of the Federal Reserve Board, that the debits of all banks
outside of the 141 principal citles are one-third of those in these
cities. On this assumption, the total of all bank debits in 1933
was $442,000,000,000, while, roughly representing the total of all
“ business, commercial, and/or financial transactions”, not all of
this amount will be taxable under the Townsend plan, as it sfe-
cifically exempts *“ salaries for personal services.” Allowing for
this exemption, approx:nately 8400,000,000,000 of transactions
would have been taxable fn 1933. At the 2-percent rate in the
McGroarty bill, this tax would have yielded $8,000,000,000, or about
one-third the amount needed for the Townsend pension. A rate,
not of 2 percent or 3 percent, as provided in the AlcGroarty bill,
but of 6 percent is Indicated as necessary for the payment of
the Townsend pensions on the basls of 1933 money value of all
transactions.

Even a 2-percent rate on the money value of all business, com-
mercial, and financial transactions, to say nothing of a 6-percent
rate, 1s s0 heavy that it would stop all business and could not
possibly be collected. It would mean a tax of 2 percent of the
face value of every check written !n the course of ordinary busi-
ness transactions. It would apply to manufacturers' sales, whole-
salers’ sales, and retail sales, and for nearly all commodities would
represent a duplication of taxes, which, inevitably, would have to
be addea to the price pald by the consumers. In glassware, for
instance, 11 transactions are customary between the producer of
the raw materials and the consumer, On all of these transactions
.there would be a 2-percent or 3-percent tax, and at each stage
something more than. the tax (to allow for investment and han-
dling charges) would be added to the price.

Such increases in prices would have a pronounced tendency to
restrict purchases. Many other types of transactions would be
rendered entirely fmpossible, while tn the Townsend literature the
clalm is repeated time and egain that a very large part of the en-
tire cost of pensions would come from the sale of stocks and
bonds, the probable effect of a tax of 2 percent (or 3 percent) on
the money value of all sales of securitics would be to close all stock
exchanges, since the margin at which business is done on these
exchanges is much ldss than 2 percent. A tax of 2 percent on the
money value of all transactions would dry up the gources of rev-
enue and would probably produce much less than the $8,000,000,000
per year indicated as the probable yield on the basis of the 1933
business of the country. In fact, it 15 doubtful whether such a
heavy tax could be collected at all.

ADMINISTRATIVE PROBLEMS

Aside from the difficulties of collecting three times the amount
of the Federal, State, and local taxes combined (which, as noted,
would require a tax rate not of 2 percent but of 8 percent on the
money value of all business, commercial, and flnancial transac-
tions) the Townsend plan involves other great administrative
difficulties. It provides that all sellers shall be licensed by the
Secretary of the Treasury. The Bureau of the Census in 1933 had
a record of 2,359,497 establishments engaged in manufacturing,
wholesale and retail trade, hotels, service industries, and places of
amusement, and this is by no means the entire number of sellers
who would have to be licensed and from whom taxes would have to
be collected monthly. Provisions would also have to be made for
up-to-the-minute lists of pensioners and their i{dentification, to
prevent frauds. Under the McGroarty bill further local pension
boards would have to be set up {n each of the 8,071 counties, and
approximately 3,500 wards in cities of the country.

Most difficult of all would be the necessary checking to see that
the 10,000,000 pensioners all spent thelr $200 within the month in
which recelved. This would require golng into the private affalrs
of the pensioners to an extent never before attempted, and would
necessitate 8 vast army of additional Government employees.

FINAL APPRAISAL OF PLAN

The Townsend advocates base practically thelr entire argument
on the “revolving " feature of their plan. If there does not re-
sult from the plan a very great increase in incomes and in the
money value of transactions, the promised pensions ¢annot pos-
sibly be paid for any length of time without wholesale inflation.
The total income of all of the people of the United States tn 1933
was only §46,000,000,000. The people who are over 60 years of
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age are less than 9 percent of the entire population of the country.
The Townsend proposal consequently might be described as a plan
under which more than half the national income s to be given
to the less than ® percent of the people who are over 60 years of
age. Unless there is a very great fncrease in the national income,
this could be done only through reducing the incomes of the people
under 60 years of age by approximately one-half,

The Townsend advocates claim that such a result will not be pro-
duced, because business will be enormecusly stimulated through
placing such a large amount of money in the hands of the old peo-
ple to spend within the month in which received. They say noth-
ing about the fact that the people under 60 will have approximately
the same amount less to spend, as they will have to pay in taxes tha
amount which the people over 60 will get in pensions.

The Townsend literature states that the United States Govern-
ment would have to pay only the 82,000,000,000 required for the
first month's pensions and that the plan would thereafter be self-
sustaining, because it would create enough pew bustness to return
to the Government the entire pension costs without burdening the
taxpayers. As the rate of tax proposed is only 2 percent, 1t {s mani-
fest that the £2,000,000,000 paid out in the first month would have
to increase to one hundred billion during that moath to justify the
expectations of the Townsend advocates. The Townsend plan con-
templates that pensioners shall spend their money within the
month in which received—that is, that all of the pension money
shall be turned over once during the month—but in order to pro-
duce sufficient revenue to pay the pensions of the second month,
without burden!rg the people under 60, there must be 60 turn-
overs of the pension within the first month.

Even the Townsend advocates acknowledge that this is impos-
sible, but they are reduced to the dilemma either of burdening the
people under €0 with heavy taxes, which will greatly reduce their
incomes, or of having the Government pay the pension costs for a
much longer period than the first month. Since it is inconceivable
that the people under 60 would submit to have their 1ncomes re-
duced by one-half, the latter course i{s the only possibility. This
will mean a rapid increase in the national debt and, in effect,
pronounced {nflation.

Through infiation it may be possible to keep up the pension pay-
ments for some time. The final result, however, cannot be in doubt.
The inflation and duplicate taxation involved in the Townsend plan
will cause prices to soar, and soon, éven with $200 per month, the
pensioners will not be better off than they were before, while thoss
below 60 will be immeasurably worse off. The Townsend plan is
one which invalves not only revolving pensions but revolving taxes,
It is a plan which arouses great hopes, but actually will give the old
people little or nothing.

Mr. DOUGHTON. Mr. Chairman, I yield 15 minutes to
the gentleman from Ilinois {Mr. KxLLER].

Mr. KELLER. Mr. Chairman, I am very much delighted
to know there are so many students of Jeremiah in this body.
I did not know it before. It does seem to me that we ought
to face this question as a real current matter of very great
importance. It seems to me we ought to view this as a great
step which the American people have had a right to take
for many years past, and that we are just now seeking to
take it. Naturally, there would have been, and there has
been, a very great divergence of opinion as to how to go at
this thing, how far we should go, and what will be the result,
whichever way we did go. In 1913, as a member of the State
Senate of Illinois, I had the great pleasure and honor to put
forward in that body-an old-age-pension bill. The bill failed
because the people of Ilinois were not ready for it at that
time. The first session that I came into this body I became
a member of the Labor Committee, and I put forward an
old-age-pension bill which came before that committee.
That bill provided for $30 a month.

When this session came upon us I did another piece of
work that I want to put on record here. Having learned

‘from long experience with hearings before the Labor Com-~

mittee during the past two sessions that we were not thor-
oughly together on our ideas of what part the State ought
to bear and what part the Nation ought to bear, the first
thing I did was to write to every Governor of every State
in the Unjon. I received 30 answers from 30 Governors
within the first 10 or 15 days.

I turned those letters over to Dr. Witte, Chairman of the
President’s Committee on Welfare, which was working on
this bill at that time. It will be of interest to note that of
the 30 answers I received, 28 specified in their belief that
$30 a month was the best figure. One advocated $40 a
month, as the amount that ought to be paid, and one said
that no amount whatever ought to be paid. The remaining
answers, or several of them, came in after that and were
turned over to that committee; but of the first 30 alone X
kept account. I was convinced, therefore, that the amount
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that many of us had thought of was correct, because most
pension bills put forward had been to that extent alike; and
why? For this simple reason: To my mind the first thing to
do when studying a bill which we hope to become law is to
find out what we can do for a certainty, and then when our
experience has increased, when we know we can do better,
then go ahead and do better.

Mr. VINSON of Kentucky. Mr. Chairman, will the gen-
tleman yield?

Mr. KELLER. Yes; certainly.

Mr. VINSON of Kentucky. Certain gentlemen have ob-
jected to the burden upon employees in the payment of
3 percent in 1945 to secure old-age benefits. As I recall, the
gentleman was a leader in the fight to secure retirement
benefits for the railroad workers of this country.

Mr. KELLER. Yes, sir; that is true.

Mr. VINSON of Kentucky. I would lke to have his opin-
jon as to whether or not the workingmen of the country
would appreciate the opportunity to build un a fund for old-
age benefits.

Mr. KELLER. I thank Yhe gentleman for the question,
because it has a bearing here, and it ought to be considered
in this body at the present time. I think I received no less
than 50,000 letters from the railroad workers all over the
United States, and to say that they were unanimous in the
opinion that they ought to have the right to build up an
old-age-retirement fund is entirely within the truth. They
did stand for that, and they do stand for it now. Not only
that but we found also that the railroads themselves had
been establishing railroad pensions all over the country, and
that 90 percent of the entire mileage was already paying a
pension of some kind. So we did the thing that occirred to
us as being rational at that time. We divided the burden
as you have divided it, as I understand it, in this bill. We
put on industry, on employers, a two-thirds burden, and put
one-third on the men, and that ought to be fair, because
that is the way it figures out in practice. .

But we are going to go much further along that line; it
seems to me that anyone who studies clearly and uses his
vision cannot doubt that at all. We are going further, and
we are going to take many steps of which this is just the first
one, and the political party that fails to see that will not get
back, even in 1970.

Mr. LUNDEEN. Mr. Chairman, will the gentleman yield?

Mr, KELLER. Surely.

Mr. LUNDEEN. I think the gentleman deserves a great
deal of credit for having introduced an old-age-pension bill
22 years ago. Did that bill provide for paying $30 out of the
Nationai Treasury?

Mr. KELLER. The bill was presented 22 years ago in the
State Senate of Illinois and was for a State old-age pension.

Mr. LUNDEEN. Then the gentleman introduced one here?

Mr. KELLER. Yes. The bill I introduced here was purely
a national old-age-pension law in which the Government
should pay the entire amount.

Mr. LUNDEEN. Out of the National Treasury?

Mr. KELLER. Yes, sir.

Mr. LUNDEEN. I agree with that.

Mr. KELLER. I am going now to disagree with myself
upon that.

I am going to say that the committee has done a wiser
thing than I had sought to do, though we are looking at the
same subject with the same object in view. That is this:
I was perfectly willing that the Government should pay, but
when I came to study it over I had to agree that as a matter
of organization, the people in the locality know what ought
to be paid to the different ones better than any possible
Government agency. As I understand It, that is the view of
the committee, and I think it is a wise view. I think it is
the only rational thing to do.

Mr. LUNDEEN. Will the gentleman yield?

Mr. LUNDEEN. Should not all American citizens be
treated alike?
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Mr. KELLER. I agree with the gentleman, because, let
me confess, I am a nationalist, broadly speaking, but I must,
nevertheless, understand and keep in mind that there is a
reason for the existence of the States and their sovereignty
as it has existed. I am not going to overlook that fact. I
must hold that In mind as a matter of plain, ordinary horse
sense.

Mr. COLDEN. Will the gentleman yleld?

Mr., KELLER. Gladly.

Mr. COLDEN. As a student of old-age pensions for many
years, I would like to ask the gentleman if he believes there
is a relationship between the amount that can be paid and
the national average or per capita income?

Mr. KELLER. Oh, yes; there is no question about that.
Answering that, I want to say further that I took up with
Dr. Witte, head of the President’s committee, which worked
cut much of the information these gentlemen have had the
pleasure of using, the proportion that the Government ought
to pay. I wrote him insistently saying that in my judgment
the Government should pay 75 percent instead of 50 percent.
When I was told that the administration would stand for
50 percent and probably no more, I made this suggestion,
and I want to suggest it to the committee. 'That is, that at
the beginning, we will say, whkile so many of the States are
in practical bankruptcy, the Federal Government should
pay 75 percent and let the States pay 25 percent; and then
reduce the amount which the Government pays and increase
the amount which the States pay during a series of years,
according to what we think is good judgment.

I want to say to you here if this body does what I believe
it will do, we are not going to get excited over any part of
this pension bill. We are not going to quarrel over nonessen-
tials. We are not going to mix the thing, as has been done
to a remarkable extent by the speakers who have preceded
me, especially on the Republican side. We are not going
to submit to any mixing of the facts in this case. We are
going to insist, I am sure, on keeping the record entirely
straight, in thinking this thing straight through. The rea-
son I am speaking of that especially is this: I have, as you
all know, been against what we call “ gag rules”, and I am
going to remain against them, because I have said from the
begzinning that I have never seen a bill pass this body under
a gag rule that would not have passed this House under the
most liberal possible rule, and to the advantage not only
of this body itself, to its dignity and to its duty, but to the
very great advantage of the American people, because, atter
all, if you think the American people age not following the
doings of this body you had better guess again and wake up.
They are studying what we are doing. They are reading
what we are saying here. They are forming opinions of
what we express, and about us from our consideration of
them.

Mr. MARCANTONIO. Will the gentleman yleld?

Mr. KELLER. I yield.

Mr. MARCANTONIO. I realize the gentleman is an au-
thority on the question of old-age pensions and unemploy-
ment insurance. I call the gentleman’s attention to the
testimony of Miss Perkins before the Senate Finance Com-
mittee at page 117, as follows:

Senator Brack. Miss Perkins, I want to ask you one or two ques~
tions. Senator CouzeNs brought up the question as to the imposi~
tion of contribution on the people at work. Is it not true that the
tax employed under the bill necessarily is, in the main, a tax on

the people at work?

Secretary PrrrIns. Well, it will not be collected directly from
them.

Senator Brack, Certalnly.

Secretary PEREINS. You mean, sir, I suppose, that it can be
translated into the price?

Senator Brack. Most of the consumers of consumable goods, are
they not the people of low incoms?

Secretary PERKINS. Yes, sir.

Senator BLaCK. Then is it not true that under this tax, as im-
posed, it will, in the main, be loaded upon those who purchase
consumable goods and therefore will, in the main, be loaded upon
those with smaller incomes?

Secretary Prrxrns. Yes, sir,

What is the gentleman's opinion about that?
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Mr. VINSON of Kentucky. Will the gentleman read the
next two sentences?

Mr. MARCANTONIO. Certainly. [Reading:]

Senator Bracx. Then is it not true that up to that extent it
does not f{ncrease the aggregate purchasing power of the Nation?

Secretary PxreINs. I think it will increase the purchasing power,

Does the gentleman want me to read further?

Mr. VINSON of Kentucky. The gentleman is a good reader.

Mr. MARCANTONIO. It dees not modify what I read at
all.

Mr. KELLER. I think there is no question but what Miss
Perkins answered entirely correctly. I do not think there
is any dispute in the minds of the Members on that subject.
What I am trying to do most of all is to keep this thing per-
fectly clear in mind. I am talking mostly, as you under-
stand, for a direct old-age pension. I have very specific
ideas on the possibility of unemployment insurance. My
honest belief is that there is only one possible effective unem-
ployment insurance, and that is the guarantee of a job for
every man and woman who wants to work. That is my
opinion of it, but I am not injecting that here, because I
am going along with this bill. This same idea that we are
putting forward here has been tried aiready in a number of
countries with some success; not a lot of success, but some
success. I think the United States is going to step forward,
far ahead of any other country along that line, within the
very next few years.

I am glad to see this step taken, however.

Mr. HOUSTON. Mr. Chairman, will the gentleman yield?

Mr, KELLER. I yield.

Mr. HOUSTON. Does the gentleman know what per-
centage of the pay roll is required to build up this fund for
future unemployment insurance or cld-age pensions?

Mr. KELLER. I have not studied that matter sufficiently
to answer the gentleman directly. I think if the gentleman
will study the hearings he will find it explained much better
than I can give it. I would not like to answer a question
have not studied specifically. :

Mr, HOUSTON. Who pays this, may I ask?

Mr. KELLER. As I understand it two-thirds is paid by
industry directly and one-third by the man who receives the
benefits,

[{Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I yield 10 additional
minutes to the gentleman from Illinois.

Mr. HEALEY. Mr, Chairman, will the gentleman yield?

Mr. KELLER. I yield.

Mr. HEALEY. For the purpose of the Recorp will the
gentleman, if he has the information, kindly state how many
States now have old-age pension laws in effect?

Mr. KELLER. Twenty-eight States ncw have old-age
pension laws, but they are just like my State. We have
pensions for the blind and pensions for widows, but we are
not paying them, and it is for that reason I say now that
the Federal Government ought for the next 4 years to pay a
minimum of 75 percent so as to induce the States that are
hard up, and Ilinois is hard up, to resume payments and
other States to begin the system. I believe it would be a
very great incentive. Does that answer the gentleman's
question?

Mr. HEALEY. May I ask one further question?

Mr. KELLER. Certainly.

Mr. HEALEY. The enactment of this legislation will
assist those States which are actually paying old-age
pensjons.

Mr. KELLER. Of course it will, and it will help the
others that have not enacted such laws to enact them.

Mr. DOUGHTON. Mr. Chairman, will the gentleman
yield?

Mr. KELLER. 1 yield.

Mr. DOUGHTON. Is it not a fact that this is the first
administration and the first Congress that has taken any
step at all so far as national assistance is concerned in the
direction of old-age pensions?

Mr. KELLER. Of course it is.
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Mr. DOUGHTON. Other administrations have made the
State carry this whole burden, which we all know is a
heavy burden and which, if it is to be universally applied,
must have a national set-up and Federal help.

Mr. KELLER. Mr. Chairman, I want to say to the gen-
tleman from North Carolina, the Chairman of the Com-
mittee on Ways and Means, which wrote and reported this
social-security bill, that if this bill becomes a law, and it
will become the law, the gentleman has connected his name
with a thing that will bring such fame to him as he at the
present time does not dream of. [Applause.] That is true,
gentlemen. I am not handing an empty compliment to the
Chairman of the Committee on Ways and Means. This is
the first step, and it is a great step and a wise step, but it
is not the only step, for we shall take more as we go along.

Mr. DUNN of Pennsylvania. Mr. Chairman, will the gen-
tleman yield?

Mr. KELLER. I yleld.

Mr. DUNN of Pennsylvania. If this bill is enacted into
law in its present form, will it provide pensions for those
people who have attained the age of 65, but who have not
contributed to the fund?

Mr. KELLER. Yes, certainly. The old-age feature of the
bill is jusi a piain, straight-out old-age pension. We are
mixing here, of course, old-age pensions and old-age
benefits; but the old-age-pension feature, I may say to the
gentleman from Pennsylvania, is just a plain, straight old-
age pension right straight out of the Treasury of the
United States.

Mr. DUNN of Pennsylvania. When will the payment of
these pensions begin if this bill is enacted into law?

Mr. KELLER. It goes into effect the 1st day of July, as
I understand it, but it actually goes into effect on the 1st
of January, as soon as the set-up, the organization can be
gotten together and arrangements made to administer the
law, and the names of those eligible have been gathered.
It will be a New Year's gift to the old people of America
from Uncle Sam.

Mr. DUNN of Pennsylvania. Will the gentleman yield
for one further question?

Mr. KELLER, I yield with pleasure to my colleague on
the Labor Committee.

Mr. DUNN of Pennsylvania. Will the citizens of those
States that do not provide pensions themselves derive any
benefits under this act?

Mr. KELLER. Not until those States pass appropriate
laws.

Mr. DUNN.nf Pennsylvania. Suppose those States should
refuse to pass legislation granting pensions, what would
happen?

Mr. EELLER. The citizens of those States at the next
election would vote ggainst incumbent officials, and put in
other officials who would pass such legislation; there is no
guestion about that.

Mr. DUNN of Pennsylvania. I believe the real solution
of the problem would be for the Federal Government to
pay adequate old-age pensions regardless of what the States
may do.

Mr. LUNDEEN. Mr. Chairman, will the gentleman yield?

Mr. KRELLER. I yield.

Mr. LUNDEEN. Is not the statement of the gentleman
from Pennsylvania an added argument in favor of the Gov-~
ernment paying these pensions? ’

Mr. KELLER. I may say to the gentleman I suggested
that, of course.

Mr. LUNDEEN. Just one other short question. President
Green, of the American Federation of Labor, described the
Wagner-Lewis bill as pitiable and utterly inadequate. Will
the gentleman say that this characterization applies to the
Doughton bill?

Mr. KELLER. I do not think so.

Mr. LUNDEEN. It is a different bill,

Mr. KELLER. The truth of the matter is that in my last
campaign I made speeches all the way along the line for an
old-age pension, and I stood for $30 a month, I have not
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yet received a single letter from the large number of aged
people in my district objecting to that. They are all only
too glad to think they are going to get it.

Mr. DONDERO. Mr. Chairman, will the gentleman yield?

Mr. KELLER. I yield.

Mr. DONDERO. The gentleman stated that 28 of the
States pay $30 a month old-age pension. Is that about what
they think the Government can carry out?

Mr. KELLER. That is true, of course, but the States have
not specified that in their laws. Twenty-eight out of 30 of
the governors of the States to whom I wrote to get a cross
section of State administration views on the whole matter
gave me as their opinion that $30 was the most practical
amount and that the Federal Government should pay from
50 to 75 percent, and s~me went even as high as 80 percent.

Mr. WOOD. Mr. Chau'man. will the gentleman yield for
one question?

Mr. KELLER. 1 am anxious to continue with my state-
ment, but I yield for a question to another of my colleagues
on the Labor Committee. Make it a straight question,
please.

Mr. WOOD. I wish the gentleman would tell me wherein
William Green, president of the American Federation of
Labor, has testified befure any committee that the Wagner-
Lewis bill is a pitiably inadequate bill.

Mr. KELLER. I do not know.

Mr. COOPER of Tennessee. Mr. Chairman, will the gen-
tleman yield?

Mr. KELLER. I yield.

Mr. COOPER of Tennessee. Further extending the ob-
servation of the gentleman from Minnesota, I believe it is
but fair to say that in the statement of Mr. Green, the
president of the American Federation of Labor, when he
appeared before the Ways and Means Cominittee, in his
remarks on the question of unemployment insurance which
is contained in this bill under title ITY, he stressed two par-
ticular points:

One was that the funds should be pooled in the States and.

not allow company reserves, and that is carried forward
exactly as he suggested here. The second point was that
the amount of the excise tax should be levied upon the pay
rolls to be paid by employers, and it is exactly provided in
that manner in this bill.

Mr. KELLER. I thank the gentleman for his observation.

Mr. TREADWAY. Will the gentleman yield?

Mr. KELLER. I yield to the gentleman from Massa-
chusetts.

Mr. TREADWAY. I want to clear up just a little uncer-
tainty in my own mind as to the statement the gentleman
made with reference to when any of these old-age payments
will reach the individuals. I understood him to say very
shortly.

Mr. KELLER. No. I stated the law would go into effect
on the 1st of July, and it would take until about the 1st of
January before the entire machinery is set up, and bring
the money really into the hands of those who need it. That
is my own judgment.

Mr. TREADWAY. May I call the gentleman’s attention
to two provisions in the bill? One is that an appropriation
is authorized for the fiscal year ending June 30, 1936. That
is in section 1. Then in section 3 the Secretary of the Treas-
ury is authorized to make payments to States which have
an approved plan for old-age assistance. In other words,
the plan of the States must be approved by the Social
Service Board before the States are eligible to receive Fed-
eral assistance.

Mr. RELLER. Certainly. It would make for chaos if it
were not provided in that way.

Mr. Chairman, there are two bills I want to talk about,
namely, the Townsend bill and the Lundeen bill. I am not
excited about nor am I disgusted with either one. The truth
of the matter is that I have read everything that has been
sent to me on this subject, and that has been plenty, which
would enlighten me. I have received many letters along this
line, and I want to say that the Townsend bill as it first
came before this body was, in my humble judgment, a wild
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plan. May I say to the gentleman from California [Mr,
McGroarTY], that since he has worked it over it can no
longer be termed a wild plan. On the contrary, it is a very
intelligent presentation of an idea. However, it i3 not an
idea, in my judgment, that we are in position to accept at
the present time because I believe we have to go to work and
make money before we can pay out the money. It may be
because of my lack of vision, but I do not see that by spend-
ing money in the way suggested in that bill that we will
start things going.

{Here the gavel fell}

Mr. DOUGHTON. I yield the gentleman 2 additional
minutes.

Mr. KELLER. For this reason, I bave been fighting for
the right to give men jobs in this country. When you put
everybody to work and restore your national income to
where it was in 1928 or 1929, prior to the panic on the New
York Stock Exchange in October of 1929, then we are ready
to look at some of these plans; then we are ready, Mr. Chalr-
man, to consider providing what we might call an adequate
pension out of this pension bill. We can do that after we
have had experience. In my judgment, we are not ready to
do that untii we have put men to work, and until we have
found out just what we can do.

The Lundeen bill is an idea, and it is a broad gaged idea.
It is an idea that is worth the time of any Member on this
floor giving attention to, because I am not willing to say it
might not hereafter hecome the ideal plan to be adopted by
the American people when we have arrived at the place
where we can consider it as a possibility. It does seem to
me that we should pay this pension here provided for now,
and increase the payment, if found to be inadequate, until
the pension becomes adequate. That is the way American
people do things.

Mr. Chairman, may I say in closing that we ought to keep
our heads entirely clear. We ought to know that a vote for
this bill, whether we can agree with all paris of it or not,
is going to be a vote for the most forward-looking piece of
legislation in the history of the American Government.
[Applause.d

[Here the gavel fell.)

Mr. TREADWAY. Mr. Chairman, I yleld 10 minutes to
the gentleman from Wisconsin [Mr. SauTHOF?].

Mr. SAUTHOFPF. Mr. Chairman, I am going to address
most of my remarks to the gentlemen on the Ways and Means
Committee, because I am in favor of this bill. As I have
read it and studied it, however, I have come to the conclusion
that there ought to be some changes, and I come before the
Committee now in a spirit of friendly cooperation in order to
try to do something constructive to ald the bill, not in an
attempt to tear down the bill by viclous criticism that offers
nothing in its place.

We of Wisconsin have had nearly every bit of this legisla-
tion in our State, some of it for 20 years, and we claim that
we have the finest State in the Union, at least as far as social
security is concerned. [Applause.] We challenge compari-
son with w.ny other State in this respect. In fact, up to this
year we were the only State in the Union that had unem-
ployment insurance.

Mr. Chairman, these various social, economic, and indus-
trial measures I have heard debated for 35 years in my State,
and invariably the only argument that was ever advanced
against such legislation was that it would destroy industry.
We do nit destroy industry and we never have destroyed
industry in the State of Wisconsin. I well recall back in
1911 and the years immediately preceding when we had the
fight for workmen’s compensation. The same battle was
waged against that measure that has been waged against all
social-security legislation in our State, namely, that it would
destroy industry in the State. Well, we adopted the Work-
men'’s Compensation Act. We were called the “ Guinea Pig
State ” and the State of experimental industrial legislation,
but we have lived to see the day that not only the other States
of the Union have adopted this legislation but the Federal
Government in addition has also adopted it. [Applause.l
Furthermore, we are better off today than the majority of
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our States. Not one child has been denied education because
of lack of funds, and all this we have done without one dollar
of bonded indebtedness. That i{s an exceptional record, espe-
cially in these difficult and trying times.

Mr. Chairman, I do not expect that this is going to be a
perfect piece of legislation. My own personal experience,
both in drafting legisiation, in debating it, and in voting
on it, has led me to the conclusion that no legislation fis
perfect when it is first passed. That is the common experi-
ence. We have to change all of the laws. We will have
to change this bill if we pass it in its present form. As
time goes on it will be improved with experience. Trial
and error will point the way for us to take in the future.
Coming generations will have different problems to meet in
this respect, just as our problems differ from those of a pre-
vious generation. Let them deal with their problems when
they face them, just as we are dealing with ours as we face
them.

Mr. Chairman, I am in favor of passing this legislation,
not because I believe it to be perfect, but because it is a
beginning of a new era for the less fortunate and the
under privileged.

My anxiety about this bill is this: ¥t is a splendid forward
step in the march of progress in social security, [Applausel.
I want to keep on with that forward march just as long as
we can possibly do so. I appreciate the fact that there are
‘those who would prefer to pass only old-age pensions and
discard all the rest of this splendid program. I am not
unmindful of the fact that there are those who would pass
only some legislation on unemployment insurance and dis-
card all the rest of this program.

As far as I am personally concerned, the 9,000,000 children
who come under this beneficial legislation are more impor-
tant than either the old-age people or the unemployed, be-
cause we have taken care of the unemployed with the
$4,880,000,000 work-relief bill. It now remains for us to
make some substantial contribution to the future in secur-
ing not a temporary relief measure, but a definite, per-
manent, social-security plan, and this is it.

I now want to esk a few questions of the committee in
regard to this matter and may I say to the members of
the committee I have received two telegrams today, both
from my home at Madison, Wis. One is from John Calla-
han, the superintendent of public instruction, addressed to
me. He says:

I am hoping for the passage of H. R. 7260, especially interested
in title 5, parts 2 and 4.

Then this other telegram:

Nine thousand, five hundred crippled chlldren end over 14,000
physically-handicapped juveniles and adults in Wisconsin plead
your help. Urge title 5, part 4 and part 2, relating to vocational
rehabilitation and services for crippled children as Included in
H. R. 7260.

JOoHN CALLAHAN.

W. F. FAULKES,
State Supervisor, Vocational Rehabilitation.

Now, it the gentlemen of the committee will bear with
me, I will try to get a little help from them in respect to
some of the provisions that I think ought to be changed.

In the first place, I am not satisfied with the contribution
of $50,000,000. I think it is utterly inadequate. 1 cannot
lend myself to & program in this House, which has voted
and will vote for $1,500,000,000 for the Armmy and the Navy
and less than $100,000,000 for this entire social security
set-up. This is why I say that in my judgment is it utterly
inadequate and will not take care of the wants and the
needs of those whom it seeks to help.

Mr. COOPER of Tennessee. Mr. Chairman, will the
gentleman yield?

Mr. SAUTHOFF. 1 cannot refuse the gentleman, but I
would prefer to continue.

Mr. COOPER of Tennessee. I understood the gentleman
was directing his questions to members of the committee.

Mr. SAUTHOFF. That is all right; go ahead, I yield.

Mr. COOPER of Tennessee. I did not want to intrude
upon the gentleman, but I understood him to say he
wanted to direct his questions to members of the committee,

Mr. SAUTHOFF. That is correct and I yield.
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Mr. COOPER of Tennessee. On that point X invite the
gentleman’s attention to the fact that 29 States and 2 Ter-
ritories now have old-age-pension laws. The total amount
that is used for all of these purposes is $31,000,000. Of
course, this represents over one-half of the States of the
Union. The best estimates of those who were in a position
to know more about it than anybody else assured the com-
mittee that the sum of $50,000,000 for the first year, when
we know that many of the State plans cannot be put into
full operation, would be ample and sufficient to take care of
that length of time.

{Here the gavel fell.)

Mr. TREADWAY. Mr. Chairman, I yield the gentleman
3 additional minutes.

Mr. COOPER of Tennessee. And, of course, in future
years the gentleman will observe there is no limit set at all,
The amounts necessary are here authorized to be appropri-
ated. )

Mr. DOUGHTON. Mr. Chairman, I yield the gentleman 2
additional minutes.

Mr. SAUTHOFF. Thank you very much, Mr. Chairman,

On page 3, lines 5 and 6, referring to the language in
parentheses, I think the civil service is omitted there, and
with respect to subsection (7) under (a), I have the feeling
that in the case of homesteads there should be an exemption
on homesteads for the benefit of the surviving spouse. It
should not be possible, upon the death of the husband, to
sell the homestead of the widow. Let her live in the old
home the balance of her days.

On the next page, in lines 23, 24, and 25, beginning with
“ not counting ” in line 23, and ending with “ $30 " in line
25, we ought to strike that all out of the bill. I am in favor
of raising the amount and would make no limitation on the
States, but permit them to provide more generously, and the
Federal Government also.’

This, of course, is a matter of personal opinion, but I have
the feeling that $30 is not adequate, and secondly, I want to
give the States all the possible help I can in passing their
own legislation.

On page 9, line 4, beginning with “ on the date he attains
the age of 65 ”, I feel there should be a limitation there re-
stricting it to those who have retired, in-order that it might
bring out what I conceive to be one of the purposes of this
bill, namely, by taking those that have atfained the retire-
ment age out of employment, so as to make room for others
that need the work, and thereby create more employment by
getting rid of those who retire.

Mr. VINSON of Kentucky. Referring to the objection
the gentleman had to the $50,000,000 appropriation, I might
say that that is for the first year. The second year, the
Federal fund would be $104,000,000, and in 1945, it goes
to almost $450,600,000. o

Mr. SAUTHOFF. Yes, I understand that; I have read
the report. Now, on page 14, in the exemption in subsec-~
tion 7, I am somewhat concerned that the exemption of
private industry plants might endanger the whole pro-
gram. I say this because you can pass Federal legislation
only on the grounds of interstate commerce or taxation,
and such taxation must be uniform.

I want to refer to one thing more. On page 18, I want to
ask this question. The 500,000 families now on relief will
be eligible under this title, will they not?

Mr. VINSON of Kentucky. Yes.

Mr. SAUTHOFF. On page 20, line 20, you have one-
third of the total amount expended. I am assuming, and
I may be right or wrong—I am assuming that probably the
original theory was that the Federal Government should
supply one-third, the State one-third, and the county one-
third. Was that the original idea?

Mr. VINSON of Kentucky. It may be done that way.
In Wisconsin the average amount for each child would be
$10.13. This would permit the amount to be increased to
$15.13, with the Federal contribution of 50 percent paid by
the State.

Mr. SAUTHOFF. Here again I have the feeling that the
amount is Inadequate. Eighteen dollars per month for a
‘young mother with a minor child is utterly insufficient to
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supply even the barest necessities of life, and I therefore
feel that we should raise this amount to a sum sufficient to
supply their needs, without forcing the young mother out of
the home to earn enough to support herself and her baby.

{Here the gavel fell.l

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to
the gentleman from Wisconsin (Mr., HoLL].

Mr. HULL. Mr. Chairman, the Chairman of the Rules
Committee warned yesterday that “ there is going to be a day
of reckoning for the people who are advocating this Town-
send plan when our poor, distressed people wake up to the
situation and find the snare and the delusion they have been
drawn into.”

At about the same hour a prominent official of the admin-
istration was testifying before a congressional committee,
and in effect said that a law which fails of its purpose was
worse than no law at all.

This so-called “security bill”, if passed in its present
form, will bring *“the day of reckoning” to those who are
playing fast and loose with the demand for old-age pen-
sicns. It will be another of the laws which so fail of their
purpose that they are worse than no law at all. The bill
covers unemployment insurance and other features which, if
amended, may offer an excuse for its consideration. Its pro-
visions as to old-age pensions are wholly insufficient, the
appropriations are inadequate, and the results which will
follow its enactment will be both insufficient and inadequate.

Regardless as to how people may differ as to the Town-
send plan, or what may be their opinion of the original
McGroarty bill, or of the new bill presented by Mr. Mc-
GroarTty which greatly modifies and changes the plan of
the original measure, it must be conceded that the millions of
people who have organized the movement are sincere in their
advocacy of the plan, both as to the relief for the aged and
the business recovery which they believe their measure will
bring about. Along with other old-age pension organiza-
tions, they have been influential in forcing the issue into
national attention, which they would not have been able
to do but for deplorable situations which surround six or
eight millions of old people, who, after giving their best years
to the development of their Nation as well as to that of
their home communities, now are facing the poorhouses or
various emergency relief agencies in order to keep body and
soul together.

In answer to the demand of the millions who have peti-
tioned Congress for this form of governmental aid, this
bill is offered. It purports, among other things, to provide
national aid to States for old-age pensions. Ian fact, it
merely seeks to reduce the present emergency-relief allow-
ances by the Government by taking the aged and unemploy-
able from the regular relef rolls and placing them on a new
relief roll, and taxes the States for one-half the cost. It
will empty no poor houses, it will not lessen the burdens of
municipalities whose depleted treasuries have been so drawn
upon during the depression, it will offer no assistance to a
multitude of old folks who have labored long and earnestly
to provide for their own declining years but who now, through
no fault of their own, are unable to carry on.

This bill provides $49,750,000 for old-age benefits. It is
expected that States will provide a like amount, bringing
the total fund to $99,500,000. Divided among all the six
millions who have attained the age of 65 years, the amount
to each would be $16.58. Assuming that only one-fifth the
number of people might desire to apply for old-age benefits
the allowance would not exceed $82.90 per annum. And
that would be the amount which both State and National
Governments would be required to furnish under this meas-
ure. The bill would limit the allowance to $30 per month,
but with the total appropriation at less than $100,000,000,
not one-fourth that sum could be paid each individual. ‘The
bill, therefore, seems to indicate that a much smaller sum
will be allowable.

The total appropriations for national expenditures at this
session of Congress will exceed $9,000,000,000. There are still
about $2,000,000,000 available for expenditure from the ap-
propriations of the preceding Congress. The appropriation
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for work relief and business recovery is close to $5,000,000,000.
Still, when 6,000,000 of our good people ask for a reasonable
but adequate old-age-pension law, their demand is met with
the proposal that they may have $49,755,000, and we are
warned by the White House that the amount must not exceed
that figure.

We are building a billion-dollar Navy. The profits which
will go to the builders and those furnishing materials and
munitions will be $200,000,000 or more. From the Senate
investigation of the profits of munition makers and arma-
ment manufacturers it is likely that more than 20 percent
of the cost of the billion-dollar Navy will go to the making
of more millionaires. This bill would give only the amount
which will be expended on a couple of warships for old-age
pensions.

It is estimated that half the $4,000,000,000 about to be
expended for work relief under the President’s direction will
go to the purchase of material for construction purposes.
Under the provisions of the N. R. A. codes, there must be
allowed a profit of at least 10 percent. Nobody believes that
a mere $200,000,000 will be all the profits which will go to
the great corporations which will furnish the steel, cement,
machinery, and other purchases made for the construction
program. Profits are conspicucus features in Goverament
work.

The House has just passed a river and harbor bill for
$162,000,000, which carries $59,000,000 for the improvement
of a couple of canals, nearly $10,000,000 more than this bill
provides for old-age benefits.

Recently a bill was rushed through the House adding
$38,500,000 to naval appropriations, which will be expended
for new buildings, drydocks, and, among other things, for
palatial homes of naval officers at various points. From
the P. W. A. funds allocated to the Navy by the President
last year, over $119,000,000 are still available.

Under the reliet program about $760,000,000 will be spent
upon 600,000 young men in the C. C. C. camps the coming
year. However laudable may be that expenditure, the funds
to be spent will be 12 times as great as the appropriation in
this bill for those of the 6,000,000 of aged people, whe have
lived, worked, and paid taxes for a lifetime and now are in
dire need.

These are only & few instances of what the huge appro-
priations of this Congress will include.

The best feature of the bill before us is that it may be
amended, drastically amended, if Congress wakes up to the
problem and votes in the amendments. The total appro-
priations should be increased manyfold. The entire fund
should come from the Federal Government. The require-
ment for Sta‘e contribution should be eliminated. The
amount of old-age benefits should be sufficient for its much-
needed purpose. A nation that can spend billions for war
preparations can and should be able to care for the aged
and infirm.

The demand for old-age pensions cannot be met by bluffs
and gestures, This bill is hardly either in its present form.
{Applause.]

Mr. THOM. Will the gentleman yield?

Mr. HULL. If I have time.

Mr. THOM. I call attention to the fact that under the
law providing for the enlargement of the Navy the profits
are limited to 10 percent.

Mr. HULL. In 1935 you had $38,000,000 for auxiliary
cruisers. How much profit was there?

Mr. THOM. The law restricts profits to 10 percent.

Mr. HULL. The law is one thing, but the administration
of it is another when you come to naval appropriations,

[Here the gavel fell.}

Mr. TREADWAY. Mr. Chairman, I yleld 10 minutes to
the gentleman from North Dakota [Mr. Burpicxl.

Mr. BURDICK. Mr. Chairman and gentlemen of the
Committee, if you will permit me to finish my statement,
and then get me additional time, we will open the whole
matter for a free-for-all as far as questions are concerned.

Mr. Chairman, I trust this Congress will not adjourn until
it has passed a comprehensive and effective old-age-pension
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Iaw. There will be many plans before us, and the advocates
of each will insist upon their method as the only method
open to us. We need to have patience—we need to exercise
a charitable attitude toward those who may disagree with
the plan offered by someone else. Personally, I am an
advocate of the McGroarty bill, known in this House as
“H. R. 7154.” In my judgment, the plan proposed in that
bill is the best plan before the American people, and it
was introduced in this House by one of the ablest men who
ever was honored to sit in this Congress. Often I have
heard some Member say, “ This horrible, this visionary, this
{ll-considered Townsend bill.” Members who are ignorant
enough to say that, or make similar statements, are not to
be censured but pitied. I trust I have sufficient training and
experience in life as to prevent me from making any such
rash statements concerning any bill intended for the relief
of any class of our citizens. While an advocate of the so-
called “ McGroarty bill "—Townsend bill—I hope I have the
good sense to keep an open mind throughout this debate and
thus be in a position to exercise my best mental power to
contribute my small part to the accomplishment of a long-
delayed task—that of providing security for the aged of this
country.

Just crilieism of the bill before us i3, no doubt, welcomed
by the sponsors of the measure, but I bold that this criticism
should be constructive and emanate from worthy motives,
and not be brought forward in any spirit of ridicule or for
the purpose of defeating the measure by methods that are
unfair and unethical.

Personally, I feel the present bill will not give that security
to the aged that we all hope for. My reasons are:

First. It seems to me we have appropriated enough under
a system of selling interest-bearing Government bonds. The
revenue to support the present bill provides for a general
appropriaiion and will continue the same system of bond
issue. We have now reached a point where the interest
burden, public and private, i3 more than we can pay.

Second. The payments to old people, under this act, will
be, prior to 1942, nothing more or less than a dole, and the
recipients will still be objects of charity under a system that
will permit only a bare existence.

Third. The present act is the most brazen attempt to
submerge the sovereignty of State governments to the will of
the General Government ever attempted in American his-
tory. Every State is compelled to pass laws such as will be
approved by the board in control of payments under this act.
Had any stch sttempt been made in 1851 to do the seme
thing this Government would not be known to the world
today as the United States of America. Today we see the
sovereign power of States disappearing entirely and the Fed-
eral Government reaching ocut in all directions to control the
destiny of the American people. Why have any State legis-
lature at all, if they must pass such laws as Congress and
the executive branch of the Government shall direcct? When
will this tendency to overshadow State governments cease?

Fourth. The present act will not remove any of the aged
from employment, for the payments under the act will not
support the aged people now employed. This act will not
create any new jobs for the unemployed, who are young
and will work if they can secure work. This act will not
remove the four million from relief, but will extend the same
situation for years to come.

Fifth. This act creates another Federal bureau, with high-
salaried administrators, who in all probability will be no
more in sympathy with the needy than are the various
directors and administrators of the multitude of Govern-
ment set-ups handling relief today. It creates more Federal
Government when we have enough as it is.

Sixth. This act will not place the purchasing power down
in the grass roots, but will continue our present business
policy of hand-to-mouth planning. It will not start the
factories that are idle or bring a living price to those who
produce raw materials. It will not restore business activity,
but by bond issues will further increase the tax burden and
further retard business,
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WHAT THE M'GROAXTY BILL WILL DO

First. It will lessen the crime wave, for the lack of oppar-
tunities and idleness, without legitimate incomes, is now
known to be a major factor directly responsible for crime.

Second. It will stop the ever-increasing stream of unfor-
tunates on their way to the insane asylums.

Third. It will close out every poorhouse in America.

Fourth. It will take 4,000,000 people over 60 off relief rolls.

Fifth. It will put 4,000,000 unemployed young people to
work in the place of 4,000,000 old people now working.

Sixth. It will take 2,000,000 old people off private relief and
ease the burden of their relatives who support them.

Seventh. It will start the buying power of the American
people at the grass roots among the retailers, and from there
back to the factories and producers. The demanad for employ-
ment will increase. Factories will start, producers of raw
materials will ind a market for their products, the unems-
ployed now on the outside of factories locking in for a job
will have a job. The whole intricate business machinery of
the Nation will start that has been paralyzed since 1920, and
especially so in the East since 1929.

Eighth. To do this will cost the Government nothing.

Nintk Relief will be in the hands of th2 aged and sympa-~
thetic instead of some hired and unsympathetic and scien-
tific nuisance.

Tenth. It will drive cut that fear of a fateful future which
has weakened the minds of millions and has filled the poor-
houses and the asylums.

Eleventh. It will be doing for our aged what this Govern-
ment shoutld have done in the very beginning of it.

Twelfth. Everyone seems willing to give their support to
the conservation of our national resources, but we have for-
gotten the greatest resource of all-the fathers and mothers
of this Nation. Our civilization and progress cannot be
measured by our fields, our mines, our factories, our
churches, our buildings; but it can be measured by the peo-
ple who live here. Their condition in life should be the
greatess concern of any sysitem of conservation, and the
condition of the aged and their treatment by the Govern-
ment under which they have lived and which they have
helped to build is the true test and standard of progress
and civilization of this or any other Government.

Thirteenth. This act will not control the action of any
State legislature, but leave the sovereign power of the States
intact.

Fou-teenth. This act wm create no new bureaus or ad-
ministrations, but will use the machinery which we now
have.

Out of a class of 100 college graduates, graduating at age
of 25, the amazing results are as follows at the age of 65:
3 are financially comfortable; 1 has become rich; 4 have
accumulated partially encugh to live an; 65 are day laborers
or paupers or living on charity, public or private; 27 are
dead.

It should be remembered that this group has had the
advantage of special treining, and therefore much more able
to fight the battle for existence than those who have had
no such advantage.

‘There are now four million 60 years or older on relief.

There are four million 60 years or over employed.

Those who are accepted for insurance, &t 60, have a life
expectancy of 15 years. This applies only to those accepted.
Of all, at the age of 60, the life expectancy does not average
over 6 years and 8 months.

There are approximately 10,000,000 of the age of 60 or over
in the United States. There are, therefore, about 2,000,000
not employed and not on relief and probably supported by
relatives. Their status is unknown.

The Townsend bill will put relief in the hands of our old
people, with sympathy and understanding, instead of with
administrations that are hired to do the work and who are
cold-blooded and unsympathetic,

Our old people who have reached the age of 60 only have
a life expectancy of a little less than 7 years, and after hav-
ing worked nearly all their lives in building up our civiliza-
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tlon, shall we in the future do as we have done in the past—
turn them out to die neglected? Remember that 65 out of
every 100 at age of 65 are day laborers or wholly dependent
upon charity, either public or private. We condemn the
Eskimos for murdering their aged parents, but have we not
done the same thing under the cloak of modern civilization?
‘We are not as honest as the Eskimos.

We have authorized the President to use $4,000,000,000
to create artificial jobs for the unemployed. These are
forced jobs and when forced, much of such planning must
necessarily be futile. Much of it will be unnecessary, and
no matter if the work is planned to be of permanent value
to the country, such forced work can never take the place
of natural demand born by necessity. Many of the forced
Jobs will not spring from any necessity, arising from the
natural development of our civilization, but will be born by
that other necessity, temporary in character, immediate in
demand, and without natural impulses, namely, the necessity
of finding something for those to do who are out of work,
out of relief funds, and in dire need of the necessities of life.

Turn half of this $4,000,000,000 into an old-age annuity
fund, to start the Townsend plan, and our unemployment
problem will be settled. The fund will be augmented by re-
ceipts from transactions, and each transaction will leave
along in its path new employment, springing from natural
causes, not artificial, and the advances made by the Govern-
ment in cash will be returned. Let the President spend
the four billion on artificially created jobs, and the Govern-
ment will never be repaid, and the work accomplished will
be of most doubtful permanent value to the country. I
cite this, not in the hope of preventing the expenditure of
the four billion by the President, for that has now been
authorized. I cite it to show those who condemn the Town-
send plan as visionary have plenty of material in the
$4,000,000,000 work bill to keep their visionary tendencies
under complete control.

If these old people on an average only have less than 7
years still to live, can we in this Congress justify ourselves
in voting for a bill that shall take them off the public-dole
system and put them right back on a pension dole? That is
what the provisions of this administration bill means. Any-
one knows that the payments provided for per month is not
enough for any old person’s maintenance under any stand-
ard of decency. They can exist on the dole, they can exist
on less, but we are here today to break the chains that have
bound us in the past to an ignorant, unhuman, and now
unthinkable policy of dealing with the aged. We are here
to give them what they should have had at the very begin-
ning of this Government. Because of lack of vision the
old have been sent to the poorhouses, to the asylums, and
to their graves. We have missed the greatest human prob-
lem for which free goverrments are instituted. .

We are here today to change the program—we are here
not only to give the aged a new deal but new hope. We
shall miserably fail in our duty should we be content with
providing a fund for the aged that shall merely keep body
and soul together.

With their few years yet to live, let us pass legislation
that shall recognize their service to a great country. Let
their remaining days—just a few days—be days of gladness,
days of hope, days in which they can devote their time and
declining energies, not in labor of the strong, but in acts of
kindness to their friends, neighbors, and the community.

It seems that as the last few years have sped past, we
have been so engrossed in the mad policy of making more
money, more profits, collecting more interest, that we have
forgotten how to live. Neighborly deeds immortalized by
James Whitcomb Riley live only in the history of the past.
The specter of want—something to eat, and a place to stay
when we are old—has pursued our people relentlessly. It
has produced in the minds of the old and in the minds of the
young a constant and dreaded fear of the future. I person-
ally cannot remember a time, since I was old enough to
understand, but what that common dread, that specter of
want has not pursued me. I can well remember when the
song Over the Hills to the Poor House fillled my eyes with
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tears, even when I was confident that I had the power to
fight and overcome this dragon of want.

This mental attitude has had a devastating effect upon
the American people generally, It has weakened minds,
it has weakened the aged in their fight for existence. It
has filled the poor houses, it has over-fllled the asylums,
When the young witness the treatment of the aged, under
our present system, they know that soon they will be next,
and this mental disturbance has dangerously affected the
American mind. Today, if we attack this problem cor-
rectly, we can drive out this fear, we can destroy this
dragon, we can establish clear minds, we can think of our
neighbor, we can bring happiness and joy to ten million of
our aged and hope to the young, and reliecve the mental
strain on our entire population. [Applause.]

Mr. TREADWAY. Mr. Chairman, I yleld 10 minutes to
the gentleman from Pennsylvania [Mr. Focmrl.

Mr. FOCHT. Mr. Chairman, I ask unanimous consent
to extend my remarks and to include therein a short state-
ment and a short bill in connection with that statement.

The CHAIRMAN. Is there objection?

There was no objection.

Mr. FOCHT. Mr. Chairman, we have had whatever there
may be of two sides to this question. As you all well know,
that great philosopher, Tom Reed, who at one time presided
over this House, said it mattered not how thin a pancake
might be, there were still two sides to it. And there are
therefore two sides to this question as a whole. Much has
been said In compliment of the eminent gentleman from
North Carolina [Mr. DoucrTox], and I always have some-
thing to say in praise of him, the best I could say about
any man, the fine courtesy he always exhibits to the Mem-
bers, and the great patience shown here during his splendid
explanation of the bill. Next we have the distinguished
gentleman from Massachusetts [Mr. TREADWAY], saying why
he is against the bill. I am inclined to think that many who
may e against the bill are against that portion of it which
seems to be very much involved. We can go back to that
immortal decision of the great jurist John Marshall, and
find the genesis of this proposition which we have here. It
was when he wrote into a decision the thing that made
America great and powerful, and which.stands as the reason
today for America being the greatest country in the world.
I refer to the decision where he removed the barriers be-
tween the States, providing for the free fiow of all commerce
between the Commonwealths of the Nation. That is some-
thing that the European nations have been, to emphasize
the matter, too dumb to understand, except in the time of
Napoleon when he made an attempt and lost his throne
for doing so. So let us separate these measures. Let each
be free from hindrance of any other and be considered on
its own merits.

When we come to the question of evolving something new,
I am reminded that it is about 40 years now since we passed
the Interstate Commerce Act, and yet not a day passes but
you have arguments between the brightest minds of America
before that Commission, and nothing seems settled about
traffic or about freight rates. I heard read In the Senate
by Senator Aldrich a report on the Federal Reserve ques-
tion some 20 years ago, and I thought that was about right,
but it is not now what it was then. It was understood at
that time that if you had a piece of commercial paper you
could have it discounted, and when you got tired of paying
6-percent interest upon it you could redeem that plece of
paper. You can no more do that than fiy. The only way
that you can get any money now is to offer gold dollars and
get your wife and all your relatives to endorse your paper
and put up your farm, and then you may have some difficulty
in getting it.

There is no such thing as perfection of human wisdom,
and however great the men may be who framed this bill,
however great you may be who discuss it here today, you
will ind in every State where there is an important State
law, or where we have application of the Federal law, that
after it gets through the committee and through the House
and the Senate and the conference committese and the
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Attorney General passes on it and the President signs it, and
it gets down for real contact with the laws of Nature, that
is where Nature unfolds the flaws. Hence, you do not have
a perfect bill today. I would not be suspicious, L would not
sound a note of that kind; I have too much respect for this
House, and particularly its integrity, and I always challenge
anyone who inveighs against this House and against its
sincerity, much less its integrity.

But I have been in the legislative business so long that
when I see such a righteous part of a bill relieving old
women and men of the country, whose limbs are weakening
under them and whose hands are palsied, connected up
with an involvement of something else, I become suspicious.
The same kind of a bill has been adopted by 28 States, for
old-age pensions, and the reason they are not a howling
success is that they do not have the money to put them
into effect. The sentiment is there and the system is perfect
enough. Yet you bring out a bill for old-age pensions, but
hang something to it that makes me suspicious, as I say,
for I learned long ago that there are more ways than one
to kill a dog, and if that is what you are doing then I ask
you to shift your position, for it would be an outrage to
imperil the old-age-pension bill. Can you not get through
this old-age pension and save these people and let them dry
their tears and take the burden from their souls without
involving it with something else, even though there is virtue
in that something? It will take you 20 years to work out
to completeness this thing of guaranteeing the payment of
wages, and we want old-age pensions now. Look how long
it has taken in England, and yet see what a little thing it is.
I am going to put this into the Recorp. Germany had com-
pensation many years before we did, and after the British
Parliament had worked at it from 1920.to 1925, this is what
they have done. But if they can do that, it seems to me
that we can solve this problem without involving it with
old-age pensions. I am afraid that this thing may fall
down on account of this involvement. Right in my own
district we have the great Logan Ircn Works and the Burn-
ham Steel Works.

I have many personal friends who now, at a time when
these institutions are silent, when no sinoke curls from them
and no flame is to be seen from them at night, who are
receiving pensions from a fund accumulated over the years.
When we go through the valleys at night there all is as silent
as death. As the lady said here the other day, when you
walk through one of those towns in New England where the
mills have been shut down it is like going through a grave-
yard; and yet, as I say, notwithstanding tnat, I have friends
up there who are receiving pensions from a fund accumu-
lated over the years. That is the case in many institutions.
To iron out the difficulty you will have as between employer
and employee will take you some years. You have already
passed here 20 major pieces of legislation. It took you 18
months to bring out any tariff bill that was ever brought
before this House. It took 30 or 40 years to evolve the
Interstate Commerce Act and 20 years for the Federal Re-
serve. It should have taken 2 years for every one of them,
or 40 years, and you passed them all in 4 months, and you
are bringing them all back to iron them out again. I hope
the genius of direction and the understanding of legislation
on the part of the gentlemen in charge of this bill will in
some way separate that old-age-pension bill from the others;
although I will take it aill rather than see old-age pensions
fail.
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Mr. DOUGHTON. Mr. Chairman, I yield 10 minutes to
the gentleman from Missouri [Mr. Woob).

Mr. WOOD. Mr. Chairman, I am glad this Government
has finally decided to consider seriously the great sccial-
security questions now involved in this bill. The questions
of old-age pensions and out-of-work insurance have been
given more earnest consideration at this sessilon of Congress
than at all the sessions of Congress since the Constitution
of the United States was adopted.
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I realize that in the consideration of initial legislation or
new legislation there are two very divergent views, espa-
clally so when you are considering legislation with reference
to social security. There are those who are ultraconserva-
tive. Then there are others who are very extreme. Always
between those two extremes, legislation takes the middle
course and reaches fruition.

I realize there are a great many imperfections in this bill,
I do not expect it to be perfect, but I do know there are a
greal many questions of national importance, embracing
almost every phase of social legislation in this bill. In addi-
tion to old-age pensions and unemployment insurance we
have a provision providing for dependent children, infant
and maternal welfare, welfare service for children, voca-
tional rehabilitation, care of crippled children, Federal Pub-
lic Health Service. All of those are very vital questions
which are embodied in this l-gislation.

Now, with reference to unemployment insurance: ‘The
wage earners, those who could act in unison, have been
carrying on an incessant struggle for the enactment of un-
employment-insurance legislation. For 10 or 12 years the
American Federation of Labor exerted its efforts for the
enactment of a Federal employees’ retirement act. ‘That
law provides, as you know, for 3 percent of the earnings
of the Federal employees to be checked off and become a
part of the fund. The railroad employees have been at-
tempting to build up some sort of a retirement fund. We
enacted in the last session the railroad-retirement law and,
as you all know, that is now hefore the Supreme Court. The
State of Missouri, my State, has just enacted an old-age-
pension law. The house and senate have passed the law but
the Governor has not yet signed it. ‘That provides a maxi-
mum of $30 a month. If this bill is enacted, that will make
it possible for some old folks to secure a maximum of $45
a month. In any case they will receive at least $25 a month,
although they draw the minimum as provided in the Mis-
sourli law. Now, if this bill is passed it will not directly
affect men between the ages of 45 and 65, but by the enact-
ment of the Rallroad Men's Retirement Act, if it should go
into effect, it is estimated that in the first year it will take
out of service approximately 250,000 railroad men, placing
them on a pension or annuity. That would naturally make
openings for 250,000 younger men. In the railway-train
service there are very few men now working for a railroad
who have less than 30 years’ seniority. Many of them are
over 45 years of age; so that 250,000 young men will be
placed in the service. I say that will have the effect of
creating employment.

What I am interested in especially is the establisbment of
the principle. To my mind, this is the most far-reaching
piece of legislation and is the most constructive and most
humane progzosal that this Congress has considered, or any
other Congress has considered, for many years past. It is
establishing that great principle of caring for our old folks,
for the aged and the needy, caring for the children, crippled
children, caring for the unfortunate mothers in maternity
welfare. There are so many angles to this bill, and it
reaches down into so many phases of social security that I
think it is the most humane and constructive piece of
legislation that we have ever considered.

Mr. DUNN of Pennsylvania. Will the gentleman yield?

Mr. WOOD. 1 yield.

Mr. DUNN of Pennsylvania. The gentleman is president
of the State federation in the State of Missouri, is he not?

Mr. WOOD. Yes. It was not necessary to mention that,

| however.

Mr. DUNN of Pennsylvania. But I wanted to make a
point.

Mr. WOOD. The gentleman has asked me that two or
three times. I tell the gentleman again that I am. Every
time I have spoken the gentleman asked me that. I hope
he finds out some day that I am.

Mr. DUNN of Pennsylvania. You are then affiliated with
the American Federation of Labor?

Mr. WOOD. Oh, yes. 1 have told the gentleman that,
too.
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Mr. DUNN of Pennsylvania. All right. Now, this is the
point I want to make.

Mr. WOOD. Now the gentleman is taking up my time.

Mr. DUNN of Pennsylvania. No. This is on the question
of labor. I was informed when this bill was first introduced
that the American Federation of Labor was against it. Now
I have been informed they are for it.

Mr. WOOD. 1 do not know who the gentleman’s inform-
ers were, but they misinformed the gentleman.

Mr. DUNN of Pennsylvania. Has the American Federa-
tion of Labor endorsed this bill in its present form?

Mr. WOOD. I do not know whether they have in its
present form. They endorsed the original bill. They en-
dorse the principle.

Mr. DUNN of Pennsylvania. Then they are not opposed
to this bill?

Mr. WOOD. Even if the American Federation of Labor
or the Manufacturers Association or any other association
have or have not endorsed it, I am for this bill, because I
believe it is right. [Applause.]

{Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I yield 10 minutes to
the gentleman from Mississippi [Mr. Forpl.

Mr. FORD of Mississippi. Mr. Chairman, I am sorry that
in an age of advanced civilization the United -States has
come thus far along the road of national development with-
out establishing a plan and furnishing funds for taking care
of the old people of our country.

England, Germany, France, Belgium, Australia, and
Canada have excellent old-age-pension systems. The United
States stands alone with China, of the major countries of
the world, in its failure to provide for the aged people of the
Nation. A total of 42 foreign countries now have old-age
pensions and they have found it to be more economical than
an almshouse system with all its congregation of misery.
Denmark, a little country with only 5,000,000 people, pen-
sions all its citizens over 50 years of age who have no
means of support. With the economic advantage in mind it
would appear that all would favor a well-established systemn
of cld-age pensions, even if they refuse to recognize the
existing moral obligation.

I want to tell you that providing for those who have spent
a lifetime of honest toil is not charity from the Government.
I resent that sort of an interpretation being placed by some
on this matter. It is a duty of humane civilized govern-
ment to care for those citizens who bave spent a lifetime in
promoting their country by being good citizens. I can easily
see where the path of duty lies on the matter of old-age-
pension legislation and I regret that there is any opposition
to the passage of a bill that will guarantee our aged citizens
relief from the mental and physical torture of poverty in
old age.

There is no justification whatsoever for a great, powerful,
wealthy country like America leaving its aged people to shift
for themselves while suffering the impediments of old age.
After a life spent in rearing a family, paying taxes, and
assisting in generally maintaining the country they are left
to gaze toward the sunset of life with the ghastly figure of
economic uncertainty appearing on all sides. There are no
steps taken to help them combat the strenuous battle of life.
My friends, everyone knows that the majority of our old
people are not responsible for being unemployed or without
funds. The inescapabie disabilities of age prevent work. A
bank failure, a bad investment, or a false friend may have
swept away the savings of a lifetime. All their lives have
been spent in a battle against a stubborn, adverse economical
system.

Mr. Chairman, with this in mind I cannot agree that the
several States should be required to match dollar for dol-
lar with any funds furnished by the Federal Government
for payment of old-age-pension benefits. Many States are
absolutely unable to furnish any funds at all for this pur-
pose, thus preventing any aged, needy citizens from receiving
help in those States while citizens of other States are being
granted assistance. It is my contention that the Federal
Government should set a definite sum per person to be
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granted each State for all persons In that State above a
certain age. If the State is able to furnish additional funds
it should be allowed to do so. If the Federal Government
agrees to furnish a certain sum per month for every per-
somn over a certain age, then let it furnish that sum, without
requiring that the State furnish an equal sum per person.
I can name a number of States which will not be able to
furnish any additional sums to match Federal assistance.
I ask you if it is fair for the citizens of those States to be
barred from the same relief that is going to other States
because the other States happen to be richer. The richer
States need it the least, and under the provisions of this
bill they will receive it the most casily, while the States
really in need will have no relief at all. I most earnestly
ask you to amend this bill so as to see that all American
citizens receive equal benefits, benefits to which you know
they are entitled.

Mr. Chairman, I want to remind you of that clause in the
Democratic platform of 1932 which said, “ We advocate con-
tinuous responsibility of the Government for human wel-
fare * * o7

I ask the Democratic Members, who are in such vast
majority here, to discharge their obligations as Congress-
men, as well as fulfill the obligations of the party. That
means that we should all vote for an old-age-pension law
that will bring some adequate relief to the aged citizens of
our country, for they are entitled to a law that will bring
relief without discrimination between the rich and poor
States.

Mr. WOOD. Mr. Chairman, will the gentleman yield?

Mr. FORD of Mississippi. I yield to the gentleman from
Missouri.

Mr. WOOD. Would the gentleman consider the 28 States
which have passed old-age-pension laws as the richer States?

Mr. FORD of Mississippi. I do not think I would consider
all of the 28 States as the richer States of the Union; but
I call the attention of the gentleman to the fact that if he
will check up on the legislation that has been passed by the
28 States which he refers to he will find a mere handful of
people receiving pensions under the State law. I had hoped
that we might enact a law that would provide a uniform
system of bencfits to the old citizens of our country who
are unable to work or financially care for themselves. 1f,
however, certain States cannot meet the requirements of the
act now under consideration because of financial inability to
do so, the aged people of those States, just as deserving as
the aged in the rich States that can comply with the require-
ments, will not be able to share the benefits proposed by
the legislation.

Mr. HOUSTON. Will the gentleman yield?

Mr. FORD of Mississippi. I yield to the gentleman from
Kansas.

Mr. HOUSTON. Does not the gentleman know that at
the present time over 50 percent of the Federal taxes are
collected from six States?

Mr. FORD of Mississippl. That may be true, but does not
the gentleman also know that most of the wealth that is
now in those particular six States came from the people in
the poor States and that it is now in the hands of the very
few in this country? If the poor States have produced the
wealth and we are trying to reach a better social position in
this country, we cannot help the old people of one part
without helping the old people of another part. Why should
not the rich States be willing to say, “ Yes; we will help the
aged people in the poor States and put them on the same
basis as those who iive in the richer States ”'?

Mr. HOUSTON. Is this a share-the-wealth campaign?

Mr. FORD of Mississippl. The gent!leman might term it
that if he desires. I am trying to reach all of the people
of the country. If we help a selected few in some of our
States and do not reach out and get those in the poor States,
we might as well throw this piece of legislation into the waste-
basket for the good it will do the people as a whole., We
cannot help a few people in the country and fail to help
those who cannot help themselves. If we are going to ac!
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as legislators in Congress, we have to think about the country
as a whole. [Applause.}

[(Here the gavel fell.]

Mr. JENKINS of Ohio. Mr. Chairman, I yield 1 minute to
the gentlewoman from Massachusetts [Mrs. ROGERs].

Mrs. ROGERS of Massachusetts. Mr. Chairman, I am
going to devote my time to speaking on title IX of the social-
security bill, which refers to unemployment compensation.
‘The ccmmittee report in title IX states in part:

The fallure of the States to enact unemployment-insurance
laws i3 due largely to the fact that to do so would handlcap thelr
Industries in competition with the industries of other States. The
States have been unwilling to plece this extra financial burden
upon their industries. A unifcrm, Natlon-wide tax upon industry,
thus removing this principal obstacle in the way of unemployment
insurance, 1s necessary before the States can go ahead. Such a
tax should make it possible for the States to enact this soclally
desirable legislation.

This is one of the purposes of title 1X of this bill, In this title
a tax i3 imposed upon employees throughout the country against
which a credit {s allowed of up to 90 percent of the toax for con-
tributions made by employees to unemployment compensation
funds established pursuant to State law.

That this tax 1s Imposed on employees i3 Indicative of the con-
viction that employers should bear at least a part of the cost of
unemployment compensation, just as they bear the cost of work-
men’s compensation. Each State Is, of course, free to assess not
only employers but employees; and in this connection it may be
noted that in European countries, and under the law recently
passed by the State of Washington, employees are required to
contribute.

The amount of benefits payable for unemployment from con-
tributions amounting to 3 percent of pay roll would vary from
State to State. The maximum period for which benefits may be
paid depends not only upon the rate of unemployment, but also
upon the percentage of wages pald as benefits, the length of the
required walting period, the ratio of weeks of employment to
weeks of benefits, and other provisions. The scale of benefits
which States will be able to pay from a 3-percent rate of contribu-
tions on pay rolls will carry the great majority of unemployed
workers through normal years until they arc able to secure em-
ployment again. While the Federal tax 1s limited to 3 percent
{1 percent in 1936 and 2 percent in 1937), some States will prob-
ably increase the benefits payable by requiring also contributions
from the employees or the State government. Under a reasonable
scale of benefits, reserves would accurnulate in neormal years to
carry the fund through minor depressions or the first years of
4 major depression.

I want to bring to the attention of the House the enormous
importance of keeping our industries running in order that
wages may be paid. Again I wish to bring to the attention
of the House the fact that ruin is certain if something is
not done to save the great cotton-textile industry. The
people of the country ought to realize also that no one on
relief will receive a particle of benefit from this title. It is
of great importance that the wheels of industry be kept
turning and wages paid.

Tuesday President Roosevelt is reported to have said to
the press that the processing tax is vital to the farmers. I
speak not for the cotton farmers alone. I speak not for
the mill owners alone. I speak for the 440,000 mill workers
and for the 9,000,000 workers who earn their livelihood from
raw cotton. I speak for the people of the entire United
States—for every individual in every city, town, and hamlet
in the United States is affected. It is vital to them that
the burden of the processing tax be lifted. I took my de-
mands to President Roosevelt this morning. He has not yet
acted to save the cotton-textile industry, but I believe he
will. The industry is in direst need; it cannot carry on
without relief of some kind. I am vitally concerned with the
interests of our people and will fight with every ounce of
energy I possess to maintain and protect a basic industry
which under normal conditions affords the opportunity for
thousands of people to work and earn their living. I appeal
to you to fight shoulder to should with me—to demand of
those who have the power to use it. President Roosevelt has
full authority to save the situation. He must do it. We
have a right to demand that. It is only through work that
a nation can survive. If the sources of employment are
allowed to disintegrate and disappear the very existence of
the Nation is threatened. For our American people to be
forced into unemployment by difficulties which can be cor-
rected or forced into other channels of work, i such could
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be found, for which they are not trained and cannot suc-
cessfully perform, is not only gross but willful inefficiency,
the responsibility for which should be definitely placed. A
nation cannot afford to be inefficient, especially during a
period of depression.

When your home and family are in danger you fight, even
though the cdds azainst you may ba overpowering. With
your back to the wall you grasp at every advantage and
every aid. That is exactly how the cotton workers feel
today. They are desperate. They are on the verge of hys-
teria with the tragedy of it all. They appeal to the Nation
for iire right to exist, the right to earn a normal living and
enjoy the privileges to which every American i3 entitled.
While their battle is an economic one, it is just as serious
a war as any yet fought, and its effects quite as far-
reaching.

During these days of tremendous economic readjustments
we cannot assume a set of economic premises and ration-
ally deduce conclusions helpful to the solution of our prob-
lem. We are living in a practical, rapidly changing world-—
not a world of assumed conditions. We must face the issues
of our problems as they actually exist and try to reach a
conclusion as judicial as possible for all concerned In view
of those conditions. The textile industry is one of the oldest
basic fundamental industries in America. The first cotton
mill was established in Rhede Island in 1790. The industry
has had and siill has a tremendous influence on the develop-
ment and industrial life of our Nation. There are thousands
of our people who are dependent upon the industry. They
need the industry. They are anxicus to earn their incomes.

Two important factors contribute to the cause of this
blight which has fallen upon one of America’s greatest in-
dustries—the cotton-textile industry—one the processing
tax and the other the destructive competition from Japan.

Many of my listeners are familiar with conditions in a
mill town when work is plentiful. We of New England have
known the happiness and contentment of steady work and
wages. For the last few years, however, we have seen the
cotton-textile industry steadily decline. We have seen fac-
tory after factory move away to cstablish elsewhere, to
take advantage of wage differentials or economic conditions.
We have protested and urged that the diferentials be ad-
justed equitably. But that is not what is worrying us now.
It is something bigger, more devastating; something that
does not affect New England alone, hut every part of the
United States.

It is not difficult to visualize the vast number of people
affected by the alarming conditions in this industry. Its
ramifications reach into every home in the land. The cotton
farmer of the South, the small-town merchant of the West,
the exporter at the gateways of commerce, all are dependent
upon the well-being of this tremendous business. If it falls,
they fall

Conditions in the industry are alarming. 1t is dying a slow
death. In my section of the country there is no necessity for
calling attention to it. It is only too evident. But you who
are sitting before your radios in other parts of the land, to
whorn the textile industry means nothing until you notice per-
haps that the price of your favorite brand of cotton sheeting
or print goods has advanced to a noticeable degree—it is you
I want to reach. As you know, the Government has placed
a levy called a * processing tax ™ upon the manufacturers of
cotton goods, the money so collected to be used in paying
the cotton farmers for reducing their acreage and so limit
their crops. From August 1933, when the tax was first levied,
to December 1934, these taxes amounted to the tremendous
sum of almost $200,000,000. The effect of this burden has
been a substantial increase in the cost of cotton. In some
instances this increase has resulted in sales resistance and
the substitution of other fabrics by the buying public. How
heavy a burden it is can be appreciated when I tell you that
the levy amounts to approximately one-half of the emount
the industry pays in wages. The ultimate payment of this
money falls with the greatest burden upon the poorer people,
In its operation the cost of the actual amount of the tax
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per yard is far heavier In the cost of heavy goods purchased
by the workingman than in the finer semiluxury goods. You
know how many of the working people must wear cotton
clothing, must buy cotton sheeting and cotton pillowslips
and towels. It is working a tremendous hardship upon them.
It scems as if they must always pay the price. But these
people cannot afiord to pay more, with the result that the
tax remains with the manufacturer.

To add to the troubles and worries caused by this pro-
cessing tax comes another factor which must be faced and
faced immediately. Japan, with its low-priced labor, home
workshops and thousands of hand looms, has set out to
capture the textile market of the world. Practically all of
her larger cotton mills are equipped with automatic-weav-
ing machinery far superior in speed to ours and operated by
trained girls who think nothing of tending from 30 to 40
of these looms for as little as 20 to 25 cents a day. Japan
can import American raw cotton, transform it into cloth,
export it back to America, and sell it for less than the
American manufacturer can make cloth. How can Japan
do this? Because of thousands of these little Japanese girls,
content with their 25 cents a day, living on rice, in surround-
ings no American laborer would tolerate, regimented into an
army of workers to battle against our textile employees who
rightfully enjoy the comforts and privileges of a decent
existence. It is a battle of human bondage against normal
existence, and thus far human bondage seems to be winning.
Is it not absurd to allow us to be beaten by an army of little
Japanese girls?

The result of this competition is obvious. Our exports of
cotton-finished goods have dropped to almost nothing. Cen-
tral and South America, which bought thousands of bales
of cotton cloth each year, are naw flooded with Japanese
textiles landed at a price which approximates our cost of
manufacture. If it stopped there we might survive. But
the importations of Japanese textiles into the United States
for the first 2 months of 1935 surpassed the importations for
the entire year of 1934 by several millions of yards, and it
is increasing month by month.

This loss of trade, this cessation of orders, has dramatically
called the attention of the entire country to ore of the basic
reasons for our inability to compete. As the boa constrictor
tightens its coils about its victim, squeezing and pressing
until the lifeblood ceases to flow, so has the processing tax
sapped and squeezed the operations of our cotton mills until
one by one they are dying from lack of orders and from
inability to function profitably.

Picture if you can a mill city, where block after biock
of mills line the streets, employing thousands of workers,
I wish you could see the bustle, the life, and activity when
one of these immense factories lets its workers out at the
end of the day. A veritable army of men, women, and girls
surges forth to scatter to their homes, to their diversions,
or to trade in the stores. Happy, contented, tired, with the
satisfaction that comes of a hard day’s work well done.

Picture again that same city with its mills closed, its people
idle, its looms still and silent. It is like a city of the dead.
The thousands of windows of the mills lock down upon
streets devoid of activity; about the gates stand loiterers wist-
fully hopeful that news may be gleaned of the watchman of
an early reopening. Even the children playing about the
yards have caught the slowing tempo of dejection and de-
spair. It sounds funereal, but I assure you that it is more
permanent, more devastating. You see it in the faces of all
the people, in their mannerisms, and their activities.
Nothing disrupts family ties so much as uncertainty of in-
come. The life of the community is changed entirely.
Hardly a business but that is affected materially. Do we want
our cities to become cities of the dead? That is what is
happening today. But they can be saved

In this country we have in the neighborhood of 440,000
textile workers. Their yearly wages approximate $300,-
000,000, These figures were given me by a Government de-
partment and are conservative rather than excessive. I
quote them simply to show you the magnitude of the busi-
ness which is facing certain ruin under present conditions.
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The textile industry as a whole, and of which the cotton-
textile group is an important part is America’s largest and
mostl important business, employing a million and a halt
people,

Our export market for raw cotton, as you know, has gonas
the way of the finished goods. Japan was our last heavy
customer, and now they are looking to fill their needs with
Brazilian cotton, far cheaper than ours, but said to be
equally good. The Soviet Government expects to export
a million bales more cotton this year than last. Already
the American price is so much higher that it is actually
found profitable to bring back from Japan raw cotton stored
there for sale. Of what avail will be the millions of dollars
now going to the southern cotton planters if they have no
market for their raw cotton at home or abroad? This Gov-
ernment at present has 6,000,000 bales In storage. Think of
the effect upon the cotton pickers and their families. Dis-
tressing as conditions were when cotton dropped to 5 or 6
cents a pound, the present outloock appears worse. The
workers of the South, depending upon the united labors of
their families during cotton-picking time, in order to carry
them on during the year, are the ones who will be affected
most.

We all ask, “ What is the remedy? What can we do to
save this industry?” ‘There are several methods of relief.
The President of the United States has the power, given him
by Congress, to place an embargo or quota upon the im-
portation of these goods. He has the power to adjust the
tariff. He also has the power to lift the burden of the
processing tax and save the industry, Another avenue of
escape from destruction and tragedy is contained in the-
amendment to the work-relief bill, introduced by the Sen-
ator from Georgia {Mr. GEorcel. This amendment author-
ized the President to use tbe money at his discretion. In
other wards, he has the power to take the burden of the
processing tax from tihe manufacturers and provide the
money to pay for acreage reduction from the vast sum just
authorized.

The question in everyona’s mind right now is: * Will the
President do this? ” Will he come to the rescue of a dying
industry and redraft the tariff regulations so that foreign
competition will not close our mills? He can limit Japanese
imports to a percentage of the total consumption of cotton
goods in the United States. Will be equalize the wage dif-
ferentials in this country to bring about a more equitable
manufacturing cost in the industry? Will he lift the bur-
den of the processing tax from the industry?

The answer lles with him. The people of my home city
of Lowell are writing to President Roosevelt, using their own
words, describing local conditions, and urging him to avert
this tragedy and give the matter immediate consideration be-
{are it is too late. He has all the authority necessary to
save the industry. Congress gave it to him. Now is the time
for him to use it. We have a right to demand it. There is
hardly a person in this country but who is affected by the
question. I hope you all will become actively interested. It
is not a sectional matter. It does rot affect New England
alone, or the South alone. It is vital to every one of us—
the farmer, the manufacturer, the worker, the merchant,
the consumer. Many of you know the agony of losing your
jobs. Is the agony not greater when you know it could have
been prevented? Let the North, the South, the East and
the West join together and win the fight. The textile indus-
try can be saved. It must be saved.

[Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I yield 10 minutes to
the gentleman from Puerto Rico [Mr. IGLESIAS],

Mr. IGLESIAS. Mr. Chairman, it is not my intention to
enter into a discussion of the divers views in regard to this
bill. I cannot ascertain at this time what the bill in its final
form will be as passed.

1 feel it my duty to call to your atfention a matter of great
importance to the people of Puerto Rico. My appeal at this
time is irn connection with the social-security legislation
recommended which the House already has begun to con-
sider.
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I want to refer to one provision of this House bilf No. 7260,
which contains a deflnition of the United States, embracing
Alaska, Hawaii, and the District of Columbia, but it does
not include Puerto Rico. Chairman DoucHTON's original bill
and similar bills introduced by Congressmen Meap and LEwis
do include Puerto Rico in the definition of this Nation.

I feel, Mr. Chairman and Members, that it is not wise to
exclude the people of the island from participating in the
obligations, responsibilities, and benefits of so far-reaching
a national measure of social and economic character not
only from the standpoint of fairness but also to instill the
principles of the Nation's progress, humanity, and social
education.

I request, Mr. Chairman and members of the Committee,
and I trust, that your recognized sense of fairness and justice
will lead your good spirit of justice to find the best way of
recommending the incorporation of Puerto Rico in the defi-
nition of the United States into this humanitarian measure
through a proper amendment.

Certainly Puerto Rico, an organized Territory, whose peo-
ple are citizens of the United States, is an integral part of
the United States, and in all fairness and justice the people
of Puerto Rico should be permitted to participate in the
obligations, duties, and benefits, as well as in the obliga-
tions and responsibilities, of so far-reaching a social pro-
gram.

In this connection may I prevail to the extent of asking
the chairman and members of the committee who are in
charge of the stated bill now under consideration, and the
Members of the House who will vote for the measure, re-
questing them to favor the inclusion of Puerto Rico in this
legislation through amending fit.

‘The plain facts of my request are that Puerto Rico has
been American territory since 1898, and since 1917 all
Puerto Ricans have been declared American citizens by ac-
tion of Congress.

The following resolution was unanimously approved by the
National Labor Convention of 1933:

Whereas the American Federation of Labor was always ready at
all times to give its worthy support to the cause of the pzople In
%cncr:‘t :;Ed labor in Puerto Rico and to help our island: There-

ore,

Igesolved. That the president of the American Federation of
Labor be authorized to earnestly urge and lend his moral support
and help before the President and Congress of the United States
to every measure and plans of rehabilitation as set forth in pre-
vious. reports and recommendations of the executive council and
the resolutions passed by the last three conventions, 1829, 1930,
and 1931, of the American Federation of Labor.

Puerto Rico, gentlemen, stands today as the first best
buyer of American goods in all Pan America, and the eighth
of all European nations. The fact that Puerto Rico has
bought and is continuing to buy millions upon millions of
decllars’ worth of goods from continental United States is
vitally interesting, and it is vitally interesting to know that
two-thirds of the wealth and riches produced in the island
comes to the United States and remains in the United States.
As a matter of record, Puerto Rico has already bought about
two thousand million dollars’ worth of goods in the last 34
years. Two-thirds of this money has gone to the various
corporations and commercial businesses in the United States.

Gentlemen and friends, I request you to look into this great
little Puerto Rico as an integral part of cur Nation, that you
may know more about it and cultivate more and more the
best feeling, extending to the people of the island the bene-
fits and obligations of every congressional Federal measure
intended to relieve and treat the island as an integral part
of the Union.

Puerto Rico is American econcmically and socially in its
industry, trade, and its practices under the American fiag.

Mr. Chairman, we have in the island pension }aws which
proviae fce the employees of the insular government and
for the police. Other general pension bills have been pend-
ing in the legislature for some time and which involve about
the same principle as is advocated in this bill now under
consideration.

For the last 34 years our men, women, and children have
been educated under the American flag. The industries of
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America have gone over there and are leading the island in
its progress forward and helping the great bulk of the people
over there. We have obtained in the last 34 years the
benefits of much of the progress that exists in America, but
we want the measures of progress of the Nation to be
extended to the island. [Applause.]

(Here the gavel fell.}

Mr. DOUGHTON. Mr. Chairman, I move that the Com-
mittee do now rise.

The motion was agreed to.

Accordingly the Committee rose; and the Speaker having
resumed the chair, Mr. McREYNOLD3, Chairman of the Com-
mittee of the Whole House on the state of the Union, re-
ported that that Committee, having had under consideration
the bill H. R. 7260, had come to no resolution thereon.
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COST OF ADEQUATE, GENUINE UNEMPLOYMENT, OLD-AGE AND
SOCIAL SECURITY-—SOURCES OF REVENUE FOR FINANCING THE
LUNDEEN WORKERS' BILL, H. R. 2827
Mr. LUNDEEN. Mr. Speaker, I ask unanimous consent

to extend my remarks in the Recorp by including therein a

statement from the Department of Labor as to the cost of

social insurance as reported at a hearing of the Committee
on Labor.

The SPEAKER. Is there objection to the request of the
gentleman from Minnesota?

There was no objection.

Mr. LUNDEEN. Mr. Speaker, many of our good friends,
who are favorable in principle to the payment of average
local wages or not less than $10 per week plus $3 for each
dependent for unemployment, old-age, and social insurance,
are asking: ‘“What about the cost; and where can you get
the money to pay for it? ”

The hearings on H. R. 2827 recently held by the House
Labor Subcommittee answer the question. They show that
the Lundeen bill is not only an adequate but also a practi-
cal measure. By referring to the index of the hearings,
Members of this House can find under the heading *“ Costs of
H. R. 2827 the complete evidence presented in support of
the statements I now wish to make.

SUMMARY OF ISTIMATED COST

To determine the cost of the social insurance which would
be provid™d in H. R. 2827 requires several estimates, which
should be used with caution. In the first place, the United
States has no current basis for ascertaining accurately the
number of unemployed.

The second and more important point requiring caution
relates to the estimate of the effect of social insurance upon
purchasing power, and its consequent results in decreasing
the amount of unemployment through stimulation of reem-
ployment. No experience in this country is available to in-
dicate the extent to which an increase in consumers’ pur-
chasing power for those in the lower income groups would
suimulate production and increase employment.

If it is assumed, however, that the entire amount of bene-
fits paid under the provisions of this bill would appear in
the market as new purchasing power, economists have cal-
culated that 60 percent of this total would become available
as wages and salaries. Therefore, on the basis of given
average wages and salaries, it can be estimated how many
persons could be reemployed, and this would result in a
corresponding decrease in the number of unemployed
eligible for penefits, and therefore in a reduction of costs.

Having in mind the above cautions, it may be said at
once that if there be 10,000,000 unemployed, the annual
aross cost, after taking care otherwise of those who should
receive old-age pensions and those who are unemployed be-
cause of sickness or disability, and eliminating those under
18 years of age, to whom the bill does not apply, would be
$8,235,000,000. Deducting from this the estimated decrease
in the cost of unemployment insurance on account of the
reemployment of workers following the establishment of a
social-insurance program, $6,090,000,000, and adding to it
the cost of old-age pensions, sickness, disability, accident,
and maternity insurance, and deducting present annual ex-
penditures for relief amounting to $3,875,000,000, we would
have a net annual increase for the Federal Government
imposed by the provisions of the bill amounting to
$4,060,000,000.

If the number of unemployed be equal to the average num-
ber estimated as unemployed in 1934, as 14,021,000, then the
annual net increase in cost, after deducting present expendi-
tures for relief and estimating the reemployment which
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:ould follow adequate social insurance, would be $5,800,-
00,000.

The estimate of total costs of the program for social insur-
ance under the bill should be compared with the amount
that workers have lost in wages and salaries since the be-
ginning of the depression. According to estimates published
in the Survey of Current Business for January 1935, total
income paid out to labor since 1929 was as follows (in
millions) :

1929 1930 1831 i ] 1933
Total INCOMO. .« cmeermecmccmecaen $52,700 | $46,400 | $40, 700 | $31, 500 | $29, 300
Loss {rom 1929 4,300} 12,000 | 21,200 23,400

The total loss to workers in wages and salaries in the first
4 years of the depression has amounted to $60,900,000,000.
It is with these huge losses sustained by American workers
during these 4 years that the costs of .security provided by
the bill should be compared. Furthermore, considering the
inadequacy of present relief measures, it must be realized
that the cost of truly adequate relief would be the cost of
this bill

AUTHORITY FOR ISTD(ATIS

These estimates of the cost of an adequate unemployment,
old-age, and social-security program are based on the state-
ment of Dr. Joseph M. Gilman, economist of the College of
the City of New York, who testified at the hearings held by
the House Labor Subcommittee, representing the Interpro-
fessional Association for Socfal Insurance. In accordance
with permission granted me, I will now submit for the Rec-
orD portions of Dr. Gilman’'s statement, taken from the
hearings.

The first excerpt from Dr. Gilman's statement shows the
estimated cost cf the Lundeen bill on a basis of 10,000,000
unemployed, and may be found on page 585 of the hearings.

Cost of 10,000,000 unemployed

Number of persons unemployed (hypothetical)____ 10, 000, 000
Deductions:
1. Estimated number of unemployed under 18
years of age (basis 1930 census) _.._.___.__ 320, 000

2. Estimated number of unemployed who will

replace workers 65 years of age and over

retiring on old-age penslons.___.________ 2, 250, 000
3. Estimated number unemployed because of

sickness or disablliby. .o _.___ 250, 0G0
Balance of unemployed. .. . ._._. 7, 180, 000

I. Annual cost of unemployment insurance
(7,180,000 by 81,147) oo

II. Estimated decrease on account of reemploy-
ment of workers, folowing establishment

of social-insurance program._. .. .ee—_ce-- 6, 090, 020, 000

88, 235, 000, 000

HOI. Annual net cost of unemployment insur-

ANCE o e am e —————————— 2, 145, 000, 00D

IV. Annual cost of old-age pensions.._.______.___ 4, 535, 000, 000
V. Annual cost of sickness, disability, and acci~

dent Insurance . _._ .ol 1, 200, 000, 000

VI. Annual cost of maternity insurance.__.____. 65, 009, 000

VII. Total annual €o08Y. .. o eeeem 7, 935, 000, 000

VIII. Present annual expenditures_______________ 3, 875, 000, 0600

IX. Annual net increase in cost. ... _..____ 4, 060, 000, 000

Cost for 14,021,000 unemployed
On a basis of 14,021,000 uremployed in 1334, the estimated cost
1s as follows:
Average number of persons unemployed in 1834,
all

[¥= (. T, ——— 14, 021,000
ey
Deductions:

1. Estimated number of unemployed under
18 years of age (basls 1930 census) _..___ 550, 000

2. Estimated number of unemployed who will

replace workers 65 years of age and over
retiring on old-age pension (see above)._ 2, 250, 000

3. Estimated number unemployed because of
sickness or disabllity (see above)._._.._... 250, 000
Balance of unemployed o .. ___. 10, 971, 000
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Deductions—Continued. Deductions—Continued.
I. Annual cost of unemployment insurance VI. Annual cost of maternity insurance (see p.
(10,971,000 by 81.147 (see p. 588) ccee .o $12, 584, 000, 000 588) $55, 000, 000
II. Estimated decrease on account of reemploy-
ment of workers, following establishment Total annual cost .o - 9,878,000, 000
of soclal-insurance program (see p. 589). 8, 699, 000, 000 vm Present annual expenditures (see p. 589)... 3, 878, 000, 000
III. Annual net cost of unemployment insur- X1, Annual net increase in cost.._..._._.__ - B, 800, 000, 000
BAICE C e e cc e —ccme—am——— 3, 885, 000, 000 COST OF D
IV. Annual cost of old-age pensions (see p.588)_ 4, 535, 000, 000 EPRESSION TO LABOR
V. Annual cost of sickness, disability, and ac- These estimated costs should be compared with the huge annual
cident insurance (see P. 588) —ccoweoe 1, 200, 000, 000 | losses suffered since 1929 by Iabar.

Estimated annual wage loss of unemployed In 1934
[Based on average apnual wage and salary rates for 1932 in National Income Repoct 1]

‘Unempl‘o:;eéis)(ln tho0- | 4 nnual wags or salary | Loss of earnings (In millions)
Industry
Wage | Salary c!N“I Wage c!)ig!- Wags Salary !!NI “! <
earners |earners | g 4" |earners|earners| “g 4" | earners | earners | T 4
Acvicultu-e.....__ 1,847 38648 | .. ..._. 1,196.9
Mines and quarries. ..o oemennn 231 13 909 | $2,210 }._..___. 210.0 398 icaeee
Eleciric lizht and power and m2nufactured gas. ..oovereceeccccmveccermmmcasensmmeonncscsfrezasesn - B -- $1, 339 9.7
Manu’acturing. 2,345 643 878 | 241 205421 LMLO L.coas
Construction._.. 959 108 | ..... L1531} 2207 joo.o.... ,103.8 2481 §oune.
Transportation. 1,409 1,409 1,985.3
Communication____ - =3 .-l 1,320 ceeea| 3340
Wholesale and retail 2,200 1,245 27390 leeees
inance...... 27 1,958 <. I O
Qovernment:.
(a) Etcludmg public oducation ”0 L7 146.2 | __
(b) Public education 185 1, 400 20,0 ceeen
Bervice
(a ; Recreation - 208 1,382 287.8
(b) Personal 0 1,045 4307
(¢) Domestic LI123 ). 670 752 4
(d) Professiona! 373 1,418 528.2
(¢) Miscellaneous. . - 79 1,108 87.3
Miscellaneots iBCUSIIIs. . .cemeeeeeeemeneseceonsnmaaaracameeeeccancsmnconnnnmmmvssmamenean|orcacmoslsaccea.s 871 - [ 5% L IRRURRERRER RN L1183
Total__.. 53821 3,680 | 484 .| 4,564.9 1 5700.21{ 56723
Total wage and salary 10S8. .o oo cocmmemnecccccacneanan $15, 998, 400, 000
Upemployed entrepreneurs (110 at annual average loss, $973)- .. 126, 200,
Total 16, 072, 600, 000
Average loss L1

173d Cong., 2d sess., 8. Doc. No. 124, National Incoms, 1920-32
COST OF OLD-AGE PENSIONS
The following tables show the number of people eligible
for old-age pensions and the estimated cost:
I. (a) Number of persons aged 65 and over (1830

census) .- 8,634,000
(b) Estimated number of persons aged 65 and over
in 1934 (President's Committee on Economic
Securlty Report, p. 24) 7, 500, 000
II. (a) Number of persons aged 65 and over, gainfully
occupled (1930) ——- ---- 2,205,000
(b) Estimated number of persons aged 65 and over
who were gainfully occupled in 1934 (aver-
BEE) ccmcmem e vmmm———————————— e ——— 2, 560, 000
Nore—IX (b) to II (a) In same ratio as
I (b) toI (a).
III. (a) Estimated number of gainfully occupled per-
sons who would be eligible to retire upon en-
actment of the workers’ bill 2, 250, 000
NoTe~—10 percent allowance for entrepre-
neurs of substantial means (U. S. Census esti-
mate, letter to Committee, IPA, Dec. 3, 1934).
IV. (a) Nongainfully occupied persons aged 65 and
over (I (D)~II (D)) crmcmecemcc e 5, 000, 000
(b) Estimated number eligible for old-age pensions
(males, 1,422,000; females, 3,078,000) oo ... 4, 500, 000
NoteE.~—10 percent allowance for those of
substantial means.
V. (a) Numter of gainfully occupled persons in III (a)
(2.250,000) plus husbands or wives aged 65
and over (777,000, or V (e)+V (g)) or (V
(b)+V () +V (e)+V (B)) e 8, 027, 000
{(b) Gainfully occupied males
(less entrepreneurs)_...__. 1, 950, 000
(¢) Gainfully occupied females__. 300, 000
(d) Gainfully occuplied males,
married . oo cee e 1, 242, 000
(e) Galnfully occupied males,
married, whose wives are
65 and over (assumed not
gainfully occupled) .. 873, 000
(f) Gainfully occupled females,
married 104, 000
(g) Gainfully occupled females,
married, whose husbands
are 65 and over (assumed
not gainfully occupled)... 104,000

* All figures in V and VI are estimated from ratios derived from
1930 Census,

9 1929 rate; 1932 rats only $352,

V1. (a) Balance of married persons among nongainfully
occupled ((d)+(e))____
(b) Balba)nce ?t) males (1,422,
(b) — g
{c) Ba‘lrance of females (3,078,000—673,000) (IV-—

1,237, 000

2, 405, 000

(d) Married males in VI(b)

(e) Married malesin VI(b) {whose 1,237,000 above{ 802, 000
wives are 65 and over . .. .... 435, 000
ot the 4,500,000 In IV (b), these have been accounted
for
(1) Wives, 65 and over, of galnfully occupled males
(assumed not gainfully occupled) (V (e))__. 673,000
(2) Husbands, 65 and over, of gainfully occupled
females (assumed not gainfully occupied)
(V (g)) 104, 000
(3) Balance nongainfully occupled males 65 and
over, married (VI (&) )-c oo 802, 000
(4) Balance nongalnfully occupied females 65 and
over, married (VI (e)) 435, 000
Not yet accounted for:
(5) Nongainfully occupled widows, widowers, df-
vorced, single persons, aged 65 and OVelacae.. 3, 488, 000
ANNUAL COST OF OLD-AGE PENSIONS
A. Number of gainfully occupied workers aged €S
and over, eligible for old-age pensions at an-
nual average rate of $1,200 per annum (81,199
average annual rate, 1932, 1929-32 Natlonal
Income Report) ——- 2, 250, 000
B. Number of married coupla nongaln!ully occu-
pied, husband or both 65 or over.. oo 802, 000
Annual pension, 8676 (310 plus 83 per week).
C. Number of unmarried persons 65 or over___.... 2, 488, 000
Annual pension, $520 (310 per week).
Cost of A 83, 700, 000, 000
Cost of B 542, 000, 000
Cost of C. 1, 293, 000, 000
Total 4, 535, 000, 000
COST OF SICKNESS, ACCIDENT, AND DISABILITY INSUR-
ANCE
Class C, 1930 Unemployment Census (persons out
of a job and unable to work on account of sicke-
ness or disability) 172, 66}

Nore—Would assume 250,000 since census fig-
ures are out of lins with other experience.
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Class D, 1930 Unemployment Cen:zus (persons hav-
ing jobs, but idle on account of sickness or dis-

ability) - ———— 273, 588
Total — 446, 249
Nore.—According to report of Presldent's Com-
mittec on Economic Security, which states that
2.25 percent of all {ndustrial workers are at all
times incapacitated, it would eeem that the total
of 446,249 badly underestimates the amount of
sickness and disability.
Class C tyPe oo e ccccccccmc——— e 250, 000
Class D type. oo oo e ceccmmec———— - 750, 000
1, 000, 000
Cost of sickness, accldent, and disability insurance
(1,000,000 X81,200) _ e cmmceececccem 1, 200, 000, 000
NoTE.—$1,199 average annual wage or salary in
1932 (National Income Report 1929-32).
COST OF MATERNITY INSURANCE
Number of gainfully occupied married women be-
tween ages 15 and 44 (1930 census)_.o__.______ 2, 425, 000
Number of married women betwecn ages 15 and 44
(1930 census) e ccccmm——————— 17, 836, 000
Birth rate per 1,000 population (1930)..____. 18.9
Birth rate per 1,000 married women (above) 137.0
Number of births per annum to gainfully occupied
married women (on above basig§) coceeo_ oo - 332, 000
Probable number of births. . ___ .o _______.. 150, 000
Annual cost for 16-week benefit (150,000 X $369)
($360=38/5. X 81,200) . e $55, 000, 000

Nore.—$1,199 average annual wage, 1932, National Income Re-
port, 1829-32,
PRESENT COST OF UNEMPLOYMENT RELIEY

It should be made clear that the cost of the Lundeen bill
will not be over and above present expenditures for relief,
but will replace these expenditures. At the present time,
according to Dr. Gilman’s statement, the costs of unemploy-
ment relief are as follows:

1. Federal Government (source of statistics: Gen-
eral Budget Summary, Treasury Department,
estimated expenditures for year ending June
30, 1935, schedule 3):

(1) Fedcral Emergency Relief Administra-

tlon Lo et cceem
(2) Civil Works Adml!nistration__ -
(3) Emergency conservation__.. -
(4) Rellef cf unemployment . . _o__.

Public works:

(3) Loans and grants to municipalities___.
(5) Public highways. oo eraeeccem

&1, 733, 208, 700
13, 842, 100
402, 363, 000
100, 000, 000

166, 300, 000
428, 600, 000

Total expenditures of a relief char-
2, 844, 313, 800
II. State and city (basis: Federal Emergency Re-

lief Administration reports) ... - cccccccaao~

Total unemployment rellef. o _______. 3, 250, 000, 000

400, 000, 000

PRESENT COST OF OLD-AGE RELIEY

Present expenditures by National, State, and local gov-
ernment bodies for old-age relief may also be deducted from
the additional cost of the Lundeen bill. Present old-age
expenditures are as follows:

1. Federal Government to veterans and widows (re-
port of Administrator of Veterans’ Affairs,
1933) oo e cmccmmeemm—eemmm

2. State old-age assistance (President’s Committee

$235, 000, 000

on Economic Security) oo oo ___._ 43, 000, 000

3. Industrial and trade-union pensions (President’s
Committee on Economic Security). . ___.__.__ 100, 000, 000
4. All other (rough estimate) .o 59, 000, 000
Total e ---- 428, 000, 000

PRESENT COST OF SICKXNESS, DISABILITY, AND ACCIDENTS
The National Safety Councii estimates for 1932 that wage
loss from occupational disabilities was $370,000,000. Com-
pensation for such loss is estimated as $200,000,000.
TOTAL PRESENT ANNUAL EXPENDITURES FOR RELIEF
Dr. Gilman's estimate of the total present cost of relief for
unemployment, old age, and sickness at the present time is
$3,875,000,000. This is based on the tables just presented.
REDUCTION IN COST OF WORKERS' BILL FOLLOWING PASSAGE
The estimates just given of the cost of the workers’ bill
represent the cost for the first year. The following tables
show the estimated decreases in the cost following enact-
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ment of the measure, resulting from increased purchasing
power.

The first table shows the total national income and the
fraction of that income which is paid out in wages. Below
that is the ratio of salarles and wages to income produced
on a percentage basis.

Salaries and
wages {exclud-
ing Qovern-
ment) :

National fncome
(excluding Gov-
ernment) ¢

Year

$45, 300, 000, 00
600,

¢ National Income, 1929-32; National Income, 1933; Survey Current Business
Japuary 1935. :

Ratio of salaries and wages to income produced

1929_ 0. 592
1980 e . 639
1931 - . 683
1932_____._. . 879
1933 . . 603
1934 (estimate) - oo oo e . 600
Total insurance benefits payable (annually)

818, 374, 000, 000
3, 875, 000, 000

14, 499, 000, 000

under workers' bill (p. 585, I+IV+V+VI)
Present expenditures for relief, old age, etc
Increase In purchasing power of lower income
classes upon passage of workers’ bill__________
Increase in annual demand for consumers’ goods
(100 percent assumed) (see Brookings Insti-
tute, America's Capacity to Consume, p. 84)__
Increase in annual wages and salaries to meet in-
creased demand for goods (decrease Iin cost of
unemployment insurance) (60 percent of
$12.599,000,000) (ratio of salartes and wages to
income produced, 1034, above)
Annual net increase in cost.._____._

SQURCES OF FUNDS

Now I wish to answer the question often asked: *“ Where
will you get the money for this program? *

It has becn pointed out that an important difference be-~
tween H. R. 2827, the Lundeen bill, and other proposals is
in the source of funds. Other proposals—including the
Doughton bill—depend on the building up of reserves in ad-
vance of payment of benefits, these reserves to be secured by
a tax on pay rolls. Several serious objections are made to
this method. In an article in the Annalist, published by the
New York Times on February 22, 1935, by Elgin Groseclose,
professor of economics, University of Oklahoma, under the
title, ‘“ The Chimera of Unemployment Reserves Under the
American Money System ”, attention is called to the pro-
visions in H. R. 4120 in these words:

The Wagner bill, as introduced in Congress, sets up in the Fed-
eral Treasury an " unemployment trust fund ", in which is to be
held all moneys received under the provisions of the act, and di-
rects the Secretary of the Treasury to invest these moneys, except
such amount as is now required to meet current withdrawals, in a
defined category of obligations of the United States or obligations
guaranteed as to both principal and interest by the United States.

The Annalist article summarizes the objections to these
reserves for unemployment insurance as follows:

(1) Financial reserves can be effective only in cases where con-
tingencles can be calculated and determined by actuarial methods
and where these contingencies arise in sufficlent regularity to per-
mit the arrangement of reserves in accordance therewith. (23)
The incidence of depressions are irregular and unpredictable, and
hence defy actuarial procedure. (3) Purchasing power cannot be
stored up en masse under our money system, which 18 a system
of debt, rather than metalllc circulation. (4) The attempt to
create unemployment reserve will intensify booms. (5) Unem-
ployment reserves are incapable of mobilization when needed and
any attempt to mobilize them will only result in further intensifi-
cation of depressions.

Testimony before the Committee on Labor on the Lundeen
bill (H. R. 2827) brought out the further objection that a
tax on pay rolls is a tax on cost of production which is
passed on to the consumer in higher prices to all consumers
and to workers in lower wages as well as in higher prices
to tham as consumers. Thus it tends to reduce rather than
to expand purchasing power, causing in itself recurrent in-
dustrial depression which arises out of the failure of con-

14, 499, 000, 00Q
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sumption to keep pace with production, or a disproportion
between money available for consumers’ purchases and funds
available for investment in increased production.

Moreover, these reserves, even if they could be accumu-
lated without these disastrous effects upon consumers’ pur-
chasing power, and upon the monetary system, would be in-
adequate to cover more than a fraction of needs. The
Commissioner of Labor Statistics and Senator RoBerT F.
WacMEr (in radio addresses on Mar. 7) have estimated that
if H. R. 4120 had been in effect from 1922 there would have
been set acide by 1934 the sum of $10,000,000,000; yet, the
figures on the national income published by the Department
of Commercr show that in 4 of those years workers lost
$60,000,000,000 of wages and salaries. Thus, even if re-
serves seem to involve saving the Treasury from obligation,
as a matter of fact, they leave unsolved the real problem
of protecting workers against the destitution of mass un-
employment.

As the only adequate solution of the problem, and to
ovoid the unsound idea of setting aside reserves, the funds
required in H. R. 2827 are made an obligation upon existing
wealth and current higher incomes of individuals and corpo-
rations. These sources may be indicated as follows:

¥IRST. INCOMZ TAXES OF INDIVIDUALS

If the United States were to apply merely the tax rates of
Great Britain upon all individual incomes of $5,000 or over,
a considerable sum would be available for social insurance.
These rates in 1928 would have yielded the Federal Govern-
ment five and three-fourths billion dollars as against slightly
over one billion actually collected. In 1932, a year of low
income, we would have collected on the same basis $1,128,-
000,000, as against the actual receipts of $324,000,000.

SECOND. CORPORATION INCOME TAX

Compared with other countries, also, our corporation tax is
very low. Taking a flat rate of 25 percent, we would have
raised in 1928 the amount of $2,600,000,000 instead of
$1,200,000,000.

THIRD. INHERITANCE OR ESTATES

Here again the United States is very lenient. In 1928, on
a total declared gross estate of three and one-half billion
dollars, the total collected by Federal and State taxes was
only $42,000,000, or a little over 1 percent. If an average of
25 percent were taken, this would have been raised in 1928
to $888,000,000.

FOURTH. TAX-EXEMPT SECURITIES

Exact fizures on the total are not available, but here is
an important source of large additional returns which should
be available for the general welfare.

FIFTH. TAX ON CORPORATE SURPLUS

In 1928, the corporate surplus, representing the accumula-
tion by corporations of funds which had not been distributed
to labor and capital, amounted to $47,000,000,000, and even
in 1932 it was over thirty-six billions. Made possible as it is
by the cooperation of labor and capital, this surplus which is
now set aside to meet capital’s claims for exigencies cer-
tainly should be also a source of funds for labor’s social in-
surance in the exigencies of unemployment. The Depart-
ment of Commerce has showed in its study of the national
income that labor has lost a larger percent of its earned
income in the depression than capitel has lost in interest
charges, because capital has been sustained by drawing both
on current income and on accumulated surplus. ‘The great
economist, Adam Smith, 150 years ago, called the industrial
system a “ collective undertaking.” Thus it is both logical
and just to provide a tax on corporate surpluses as a source
for social insurance.

In support of my statements here, I wish again to offer
portions of the statement submitted to the House Labor Sub-
committee by Dr. Joseph M. Gilman. The first table est-
mates the funds available for unemployment, old-age, and
social insurance. Please note that all figures in this table
are in thousands. This table may be found on page 64 of the
hearings.
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[Figures in thousands}

Source 1933 1932 1928
L Individaal{ v $1,120,277 | £1,127,773 | ¢5,737, 018
Estate tax, 50 perc.af of grosS......._..... L 415,194 1,777,138
Corporate lax, net income 25 percent 628, 5 538, 278 2,615 273
Corporate tax, net surplus, 25 percent 9, 019, 881 11,789,013
Eixpenditures on war preparations___.._... [ S
Total. ... reeecccececrrercccasemannnne|an—an 12,101,128 21,968, 522
K. Individaali L. 1,129,277 | 1,127,733 5,787,063
Estate tax, 75 percent of gross.. .. ... 1,145,717 | 2,122,791 2, 685, 701
Corporate tax, net income, 25 percent 3. __ 6286, 520 538, 278 2,615,273
Corporate tax, net surplus, 25 percentd. .| . ......... 10,523,853 | 14, 144,858
Expeaditures op war preparations_........ 750,000 }ocoeuneei e e
Total 14,612,700 | 28 214,897

¥ Estiroated on graduated scale approxlmau"g British tax rate but higher than the
British rate for incomes from $530,000 to $5,000,000.
2 This should be a graduated tax averagiog 25 pereen
$ Surpiusand undivided profitsless deficit: 1932, 33,079 milllons; 1928, 47,155 millions.
sAsof Aug. 1, 1934

NUMBER OF MILLIONAIRES DOUBLE

The sources of funds from income taxes in the higher
brackets is greater today than it was a year ago. This is
shown by the income-tax returns published by the Bureau
of Internal Revenue. Dr. Gilman’s tables, quoted below,
show the number of income-tax returns made in the differ-
ent income classes, and also the total amount of available
revenue from that source.

Comparison of net income returns for 1932 and 1933 %

Number of retarns
Net income classes
1932 1933

Tp to $5,000_ _ 3,420,085 | 93,339,602
£5,000 to $10,000. 27,273 1219,738
$:0,000 to $23,000. 77,045 174,628
$25,000 to $50,000. 17,658 18, 168
$50,000 to $100, 000. . 5, 644 597
100,000 to £150,000. 952 1,085
150,000 to $300,000. 589 03
§300,000 to $500,000 138 139
$£00,C00 to $1,000,000 80 84
Over $1,000,000 20 48
Total returns filed to Ang. 31,1932 .o ceeen... 3,760,402 |...cce--...
Total returns filed to Aug. 31 1933 3, 660, 103

1 Prepared by the research division of the Interpro!e%ional Association for Social
Irsurance on the basis of the preliminary report entitled **Statistics ol Incoma for
1933”" suggzu(wd to the Hon. H. Morgenthau, Jr., Secretary of the Treasury, on

1
1 Incomes of less than $25,000 declined in number of returns from 1932 to 1933. AN
income classes above $25,000 ncreased in number of returns.  Net incomes of $1,000,000
or over increased 130 percent in number of returns.

ESTIMATES OF FUNDS AVAILABLY, FROM INCOMES OVER $5,000
Applying the income-tax rates suggested in the table be-
low, $4,622,814,000 additional revenue can be raised each year
from individual incomes, and $1,431,273,000 from corporation

incomes. The figures for 1928 are as follows:
Total pet in- Revenue
come reported Tax rate available
L LNDIVIDUAL RETURNS
Income classes: Percent
£5,000-£10,000. $4, 232, 520, 00 18 ] $63S, 203, 000
$10,000-$135,000. 1, 933, 395, 000 2 429, 747, 000
$15,000-$20.00). 1, 218, 787,000 24 292, 509, 000
$20,000-§25,000. 865, 670, 000 30 259, 701, 0CO
£25,000-$50,000. 2, 326, 513, 002 35 $14, 275, 000
$50,000--$100,000. 1, 837, 873,00 40 713,158,000
$100,000-5$250,000. 1, 745, 403, 000 45 4G, 431,000
£250,000-3500,000. .o e e ceeeeeennnan a8, 078, 000 55 £09, 343, 020
$200,000-31,000,000_ _ ... 626, 361, 00 [ 438, 020, 000
$1,000,000-$5,000,000 and over 1, 108, 863, 000 75 £31, 647, 000
Total available. - S, 787,978,000
collected. ... - 1, 164, 254,009
Additional revenns. JIS O, 4,622, 814,000
7. CORPORATION RETURNS

Under $1,000-82,990_ __ . oeeeee 181, 420, 000 10 18, 142, 000
X 999 119, 482, 000 15 17, 922, 000
$5,000-£9,999. 211, 823, 060 25 52, 881, 000
$10,000-$24,999. , 605, 000 23 116, 801, 000

$25,000-399,999. . -« e ememae 1, 035, 074, 000 3 768,
$100,000-$499,999 e e oo e e mee e mremmeenr | 1, 753, 943, 000 =3 438, 485, 008
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Revenus
come reported | TAXTate | Loon by
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The following tables show revenue available from estate taxes:
Estele tax as source of revenus

Jan. 1-Dec. 31, | Jan. 3-Dec. 31, { Jan. 1-Dae. 31,
1L CORPORATION RXTURNS-—continued %23 ho <] 1933
Imf’w?omc?unu’t $393, 403, 000 P"wga $224, 801, 000
500,000 under $1,000,000_ ... .. ... < , , 801, a estates 270, 000 000
$1.000,000 under $5,000,000. 2,119, 926, 000 23| 629,981,00 | Tog paid. 5 il o000 | T Ea IR0 | 82 0. 05 000
$5,000,000 and OVer— - o oo eemcoooaae. 3, 810, 359, 000 -] 952, 589, 000 {emg\t:to BrosS. oo | <2, 02 500, L1 o 0.3 2.9
Net | -— 992, 000 423, 437, 603 $828, 302, 000
Total._ 615,273,000 | Tax paid 959, 630 674, 000
Tax collected 1,184,000, 000 | Percent to met......._.. - e 21 ke sm.u.s,gog
Additional returns. 1, 431, 273, 000
REVENUE AVAILABLE
Returns of corporations submitting balance sheets,

1928 (all returns):?* Average 25 Averags 50 Average 78
Tax-exempt securities $10, 116, 160, 404 percent percsnt
Surplus 62, 069, 292, 140
Net surplus (after deduction of deficit) ... 47, 158, 183, 422 Qross estate:

TAX INCOME, 1932 }g %g% $L,777,135.000 | $2, 865, 701, 000

The following table shows the available revenue from indi- 1533 515, 239, 000 }'.&;&:97&.’% {‘ﬁ;%%

vidual incomes for 1932: Net estate:
1928 458, 128, 000 998,252,000 | 1, 404, 378, 000
1932 355, 859, 000 711,713,000 } 1,067, 577, 000
Total net lo- | i ey 1633 207, 075, 000 407, 150, 000 621, 225, 000
come reported ikabl
Comparison of American and European income-taz rates
1 INDIVIDUAL RETURNS [Conversion units: 1 pound=$486; France, 1 franc=—$0.0303;
oo et nemanen| %] omn oy, 1 Dek- e el
slc-,ooo.s?'; 000 " 595, 573, 000 » 131, 006, 000 Percent of tax to net incoms
329, 512, 000 24 79, 083, 000
oroman| 3| oo
o 4
303, 206, 000 0 157, 282,000 United | Britain | France |Germany
2i6, 425, 000 45 97, 451, 000
Bmoal 8 rawm )
i ’ $1.000 0 0.83 338 7.90
e e | ial A% 25 B
18 11
toroial avaliable. . L1z, a5 | sow 2001 wmz| 1715 2150
o i8 Ra =z o
Adaditional r 803,028,000 | ¢, 000 680 295 3% Fripre
£ B 38 za an
AVAILABLE INCOME FROM CORPORATE INCOMES, 1933 $100.000 3001 =% a8 g
1. Returns of corporations submitting balance $500,000. 52.72 6L 58 53.93 49,49
sheets for 1932 (all returns):? $1,000,000. 57.11 691 8.9 49.74
Cash (In till or deposits in bank) . ....___ 815, 917, 202, 000 -
Investments, tax-exempt. _________.______. 11,916, 864,000 [ ~ Source: New Republic, Jan. 24, 1934,

8
Investments other than tax-exempt...... 75, 830, 257, 000
Surplus and undivided profits_____.____._ 45, 663, 7486, 000
Net surplus (less deficit of £9,584,221,000)_ 36, 079, 525, 000
2, Returns of corporations showing net incomes
(1932) :

American and European death taxes
[Source: Preliminary report of Subcommittee on the Committes
on Ways and Means, relative to Federal and State taxation and
duplication therein (1933), p. 237)

‘Total gross income 8 31, 707, 863, 000
Total net income *2, 153, 113, 000 United Great
Income tax . 245, 689, 000 Btates Britain
Available revenue at flat 25-percent rate. ... 538, 278, 000
TAX INCOME, 1933 $1,000 ° 1
$5,000 ] 3
Total net in- Reavenus $10,000. [} 3
coma reported | ToTTAte | Lo e $15,000 0 3
$25,000 0 ¢
50,000, o 5
160,000, LS 9
1. INDIVIDUAL EETURNS 150.000. 3 73; E
Income clasves: Pereent X),600. 4
$5,000-$10,000. $1, 457, 527, 000 16 £236, 452,000 | $300,000. 650 4
$10,000-$15,000. 559, 850, 000 2 123,167,000 | $400,000. 7.62 D
$15, 000-$20, 000.. 110, 218, 000 24 74,459,000 | $500,000. 8.30 2
$23,000-$25,000. 226, 778, 030 30 68, €33, 630 | $690,000 %25 2
, ,000 621, 182, 000 35 217,414,000 | $800,000. 10.56 25
$50,000-$104, 000, 304, 766, 000 40 157,906, 000 | $1,000,000 1L75 7
100,000-$250,000. _ 240, 681, 000 45 108, 306, 030 | $2,000,000. 1577 3
$250,000-$500,000. _ 81,253, 0600 55 44, Gr9, 000 | $3,000,000. 18 45 37
$500,000~§1,000,063. 50, 511, 000 65 37, 682, 000 2,99 41
$1,000,000-45,000,000 and ovec. 81, 550, 000 75 61,169,000 | $10,000,000 30.94 a
Tz‘x"_ ey L%m-% Conversion: £1=$4.88.
....... SRR SO
X These facts and figures, and the testimony of many cther
Additional revene 756,300,000 | oyperts and economists and leaders of thought can be

II. CORPORATION RETURNS (TAX INCOME, 1933)
Total net Income reported 83, 506, 078, 279

—_—y

Income tax 347, 649, 990
Excess~profits tax 6, 266, 721
Total _._____ ——— 3353, 916, 361
Available revenue at fiat 25-percent rate_______ — 628, 520, 000

18tatistics of Income, 1928, p. 33.
? Statistics of Income, 1932, p. 160,
*Statistics of Income, 1932,

found in the hearings on the Lundeen bill (H. R. 2827).
They show conclusively that the cost of the workers’ bill
is well within the ability of the United States Treasury to
pay, and if we will raise our income- and inheritance-tax
rates to the level of the British rate, we can raise the neces-
sary funds. I hope that Members of this House will study
these facts and figures and give thelr support to the Lun-
deen workers’ unemployment, old-age, and social-insurance
bill (H. R. 2827).

314.1 peroeng,




