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only on matters of law, and some States say that findings of fact shall
be binding if there is credible evidence in the record to support the
findings. I think the State constitutions differ as to what may be
done in that respect, and this social-insurance board is not going to
permit a method of procedure which denies an employer or employee
a fair opportunity to have a hearing.

Mr. Hiun. It will be within the jurisdiction of the State to provide
‘this forum for determining the rights of a man who feels that he has
not been justly treated?

Dr. Wirte. Certainly.

Mr. Hitn, And in the social welfare board?

Dr. Wrrre. Insurance board.

Mr. Hicn. That board will pass on the sufficiency or adequacy of
‘that remedy afforded by the State for a just and fair trial?

Dr. Wirre. I think no unemployment compensation bill that has
actually been presented in this country has been questioned on this
matter of fair procedure. I think that you can trust the States to
enact laws on that point that will be fair.

Mr. Vinson. According to that, we might leave out several provi-
'sions here in the bill, if we want to entrust it to the States or to some-
body else, but we are writing this law; we are saying what we want
the States to do, and after we get through with this, and this becomes
a lgw, then we will have lost our opportunity to say just how we want
1t done.

Dr. Wirre. 1 think, if I may be permitted to say something on that
point, that the general theory here is that there is no reason forsuspect-
ing that the States will not pass laws that are decent.

Further, the States will pass their Jaws before the Federal act takes
-effect, If there should be State laws that are utterly unfair, we have
a club here; we won’t give them the administration fund, and they
won’t be able to administer the law at all unless they dig into their
-own pockets to pay the administration costs. They cannot use the
unemployment compensation fund for that.

Mr. Jenkins. But supposing that the State changes the law after
you have started your operatons under this bill?

Dr. Wrrrs. If you will look at paragraph (b) on page 31, you will
'see that it says that if a State fails to live up to these conditions, that
payments can be stopped, even after allotments have once been made.

Mr. Vinson. I call your attention to pages 38 and 39, that deal
with the unemployment trust fund. As I read the language on page
38—

The fund or any part thereof may be invested or reinvested in any primary

-obligation of the United States or in any obligations guaranteed as to both
principal and interest by the United States. :

Now, over on page 39, line 7, it refers to—

Every other obligation acquired for the fund shall be acquired on such terms as
to provide an effective investment yield which shall be not less, by more than
-one-eighth of 1 percent, than such average rate.

When I read page 38, 1 am led to believe that the investments are
to be in governments; is that correct?

Dr. WitTe. They are entirely in governments. o

Mr. Vinson. What does the term ‘‘every other obligation’ refer
to, In line 7 on page 39?
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Dr. Wrrte. The explanation is the intervening sentence between
those two, which contemplates that the Secretary of the Treasury
shall have authority to issue a special type of security which will
bear interest at a rate equal to the interest rate on primary obhgatlons
of the Government. Then it says ‘“every other obligation”, and that
means other United States securities, or the securities gua,ranteed by
the Government, for instance, of the Home Owners’ Loan Corpora-
tion. They can be purchased on the open market by the Treasury,
or the Secretary of the Treasury may issue a special series of obliga-
tions for this type of security, but, in any event, the only type of
security in which the money will be invested is & pnmary obligation
of the United States Government or an obligation that is guaranteed
as to both principal and interest by the United States Government.

Mr. Vinson. Then the word ‘‘obligations’’ in line 25, on page 38,
does not refer to what now might be termed as Government bonds,
but that obligation is a special bond that would be issued for this
particular purpose?

Dr. Wirre. That is my understanding of it. This section, as I
said, was written by the Treasury Department, and I think the
Treasury Department will be glad to explain the details.

Mr. Vinson. One further point in connection with the duties of
the Secretary of the Treasury, to find outlets for Government bonds
at the lowest rate of interest as Secretary of the Treasury, and then
this obligation, that he is to invest these funds at the highest rate of
interest.

Dr. Wrrre. This is not the highest.

Mr. Vinson. Is there any chance for conﬂlct there, between those
two obligations?

Dr. WirTe. There is no obligation that he shall invest them at all,
and the interest rate is not the highest. It is the average rate,
adjusted to the next lower one-eighth of 1 percent, as this bill says.

Mr. Vinson. I know, but, Doctor, this unemployment trust fund
certainly is intended to be mvested is that right?

Dr. Wrrte. Within limits.

Mr. Vinson. Not within limits. It is intended to be invested; is
it not, and it is intended to be invested by the Secretary of the
Treasury, is it not?

Dr. Witre. I would like to explain the whole thing in a moment.

Mr. Vinson. I would like to have you answer the question, instead
of circumnavigating the globe.

Dr. Wirre. All right. The real effect of this whole section is that
this unemployment fund should be employed to help stabilize credit
conditions, rather than to unsettle them. I can illustrate what I
mean. Let us assume that a law of this sort had been in effect. By,
say, the middle twenties, especially by the year 1928, when it was
becoming very evident that there was over expansion of credit, the
Secretary of the Treasury, controlling these funds, might very well
not have invested them at all; he probably should not have, but should
have held them in cash or placed them in the special securities he is
authorized to issue.

On the other hand, now, let us take a year later, when the depres-
sion set in, in October 1929. At that stage these funds would be
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drawn on. This contemplates that the Seeretary of the Treasury,
through the control of these funds, instead of selling them on the
markets at that stage, can, himself, take them up so that the money
will actually be used to maintain stability rather than the reverse.

Now, this does not imply that the Secretary of the Treasury will
at all times keep these funds invested. There may be occasions
when he will not wish to have them invested, and when the best thing
that he can do with them is to maintain them in cash. Thatisin a
period when you wish to check credit inflation.

This total amount involved is not so very great. As I stated, our
calculations indicate that on a 3-percent contribution rate, by 1929
you would have had a fund slightly higher than 2 billion dollars, but
that amount, thrown into the markets in 1929, would have had a most
disastrous effect; it would have offset the entire open market opera-
tions to maintain stability.

Mr. Vinson. If you would, I would like to have you come back to
my question, and {efore you answer it I would like to read certain
lines here in the bill, on page 39, beginning with line 10, where it
says—

It shall be the duty of the Secretary of the Treasury to invest as herein pro-
vided such portion of the fund as is not, in his judgment, required to meet
current withdrawals.

Where do you get his right to leave that fund static, because your
computations are figured on & 3-percent compound-interest basis.

Dr. WirTe. No.

Mr. Vinson. Do you not take into consideration the increments
from interest?

Dr. Wirre. Increments from interest, certainly-—do you mean on
interest earnings?

Mr. Vinson. I am talking about this unemployment trust fund,
this earning on interest. If the Secretary of the Treasury is not
going to invest this, why is there that imperative language, manda-
tory language, saying that ‘‘It shall be the duty of the Secretary of
the Treasury to invest as herein provided’’, and if he does invest
that money, is it not his obligation to get the rate of interest that
that money should earn?

Dr. Wrrte. The rate of interest is no problem at all. The rate
of interest that he has to earn is stated in the act as follows:

Shall bear interest at a rate equal (after adjustment to the next lower multiple
of one-eighth of 1 percent) to the average rate of interest payable at the time of
such acquisition upon all primary obligations of the United States.

He certainly can maintain the average rate of interest,

Mr. VinsonN. And it is the obligation of the Secretary of the
Treasury, in the performance of the duties that now devolve upon
him, which will continue in the administration of this act, to get the
lowest possible interest rate on loans made to the Government or in
the purchase or sale of Government bonds?

Dr. Wirte. At the most the point you would make is that the
United States Government in this bill adopts a slightly different
policy with reference to this fund, for the purpose of safeguarding
these reserves and using this money in such manner that it will not
upset credit conditions.
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Mr. Vinson. It looks to me like there is some conflict there in the
duties that the Secretary of the Treasury will be called upon to
perform. ’

Mr. HiLr. In the event that a certain portion of this fund is not
invested, and it lies as cash in the Treasury, does the Government
pay interest upon tnat?

Dr. Wirre. It does.

Mr. Hivn. If so, at what rate?

Dr. Wirre. It pays this rate, that you are adjusting it to the next
lowest one-eight point.

1 might add that the Treasury Department advised us on this, and
I think that they can explain it to your satisfaction.

Mr. Coorer. Just one question before you step aside, please.

What is the waiting pertod that is contemplated under this act for
the unemployment insurance to become effective?

Dr. Wirte. You mean the waiting period after a man loses his job?

Mr. CoopreR. I mean the waiting period for the system to become
operative.

Dr. Wirre. The Federal act will take effect January 1, 1936.
The first tax would be collected under the Federal act in 1937 for the
year 1936, and there is a clause in this bill that no benefits shall be paid
under any State law for a period of 2 years after contributions begin.
That is for the purpose of building up some reserve fund, so that you
have a reasonable opportunity to make good the promised benefits.

Further, we have in mind that the rate in the first 2 years may be
1 or 2 percent, so that you are accumulating very little, then. So for
the State that starts off with the Federal act January 1, 1936, benefits
would not be payable until 1938.

Mr. CoorEr. That 2-year waiting period is contemplated under all
State acts?

Dr. Wirte. We require that there shall ‘be that provision in the
State law. The State of Wisconsin has an act now, and it is collect-
ing contributions that started July 1, 1935, and it could start paying
benefits on July 1, 1937.

JANUARY 25, 1935

The CrairMAN. You may proceed, Dr. Witte.

Mr. HiLn. Doctor, what subject are you taking up this morning?

Mr. Wirre. I will take up the two subjects that have not been
dealt with, assuming that we have finished the other subjects.

Mr. HirL. Which one are you taking up first?

Mzr. Wrirre. Security for children. '

Mr. Hir. When you get through with the discussion of the bill
on that subject, you will then be in the hands of the committee for
examination.

- Mr. Wrrte. That section is dealt with in titles IT and VII.

Mr. Sanpers. What page of the bill?

Mr. Wrrre. Title IT starts on page 9, title VII on page 50.

There are four measures in the bill for security for children. The
first dealt with in title IT provides for a $25,000,000 appropriation
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for grants in aid of the States, to cover one-third of their expenditures
for aid to dependent children, popularly called mothers’ pensions.

In title VII there are three appropriations, a $4,000,000 appropria-
tion for grants in aid

Mr. NEwroN. What page is that on?

Mr. Wrrre. That starts on page 50; $4,000,000 for grants in aid,
for maternal and child health services; a $3,000,000 appropriation
for grants in aid for the physical welfare and restoration of crippled
children; a $1,500,000 appropriation for grants in aid, for local child-
welfare services. :

Coming to the first of these four measures, the measure dealt with
in title I1, appropriations for aid for dependent children: The problem
dealt with in this title is that of families in which there are young
children and no father to support them, and in which long-time pro-
vision must be made for the support of the shildren. The total
number of such families is large. In the census of 1930 there were
1,055,000 such families.

Mr. Knurson. Fatherless families?

Mr. Wirre. Families with female heads in which there were
children under 21 years of age—fatherless families with children
under 21 years of age.

To take care of those families our American civilization has devel-
oped what have been called the “mothers’ pension laws,” which are
more appropriately called laws for aid to dependent children.

There are 45 States that have such laws. These laws, however,
are not operative in all States over the entire ares of these States. Of
2,714 counties authorized to grant aid, only 1,490 were actually
doing so in 1931. Since 1931 therehasbeen a decrease in this number,
due to the financial exhaustion of counties and States. At least 162
counties that were giving aid in 1931 had abandoned the giving of aid
to dependent children by 1934. '

Mr. Vinson. How many did you say, Dr. Witte?

Mr. Wirre. One hundred and sixty-two out of 1,490 that were
doing it in 1931. There may be more. That was ascertained in
response to a questionnaire with incomplete answers. ‘

In 1934, however, there were still 109,000 families that were being
aided under these laws, with about 280,000 children under 16 in these
families.

The States expended $37,000,000; that is, States and local govern-
ments combined. The States themselves put up $6,000,000. The
local governments put up $31,000,000. The largest number of these
families are in the larger cities. In this matter of aid to dependent
children it is the urban communities that have given most of the aid.
The rural communities, because of financial difficulties have given far
less extensive aid.

During the depression the need for this form of assistance has very
greatly increased, as has the need for all other forms of assistance, but
the actual assistance given has increased but slightly, if at all.

, An estimate based on surveys in a large number of communities
disclosed that in the early summer of 1934 there were 358,000 families
with female heads and young children—the same type of families
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that are aided under the mothers’ pension laws—on Federal Emerg-
ency Relief lists. In other words, there were more than three times as
many families of this type on relief as there were families in receipt
of mothers’ pensions. The number of children in these families on
relief is estimated at 718,000, again more than three times as many
as were in receipt of mothers’ pensions.

Federal aid is the only possibility for making the mothers’ pension
laws operative throughout the country. They exist on the statute
books of all but three States, but they are inoperative in a large por-
tion of the States which have such laws, due to the financial em-
barrassment of these States.

Mothers’ pensions are the effective, humane method of meeting
this problem. We have recognized that in the enactment of these
laws. Unemployment compensation, work programs—nothing of
that kind—will help these families. These are families without a
breadwinner in them, except the mother, who is needed to care for
the children. Our American civilization has concluded that the best
way to make provision for these young families without fathers is
to make a long-time provision under these laws for aid to dependent
children, under which the children can be cared for in their own
homes and under their mother’s guidance. That is the most humane
and efficient way of meeting this problem.

With that brief statement, in order to economize your time, I will
pass to a detailed explanation of the bill, title IT.

Mr. Knutrson. Mr. Chairman, if I may interrupt; may I ask Dr.
Witte, will you put in the hearings, Doctor, at this point, a table
showing the average paid by each State to dependent families with
dependent children—t%therless families?

Mr. Wirte. I inserted earlier in our statistical supplement a
table showing what the different States are doing in the field of
mothers’ pensions at this time. That does not give you the average,
but we will be glad to prepare a table on average expenditures.

Mr. Knurson. What we are interested in is to find out what they
are actually being paid, not what the law says they shall be paid.

Mr. Wirte. We have a table which has been inserted in the
record, which shows the number of families receiving aid, the number
of children benefited, and the amount expended in total, and it is a
simple matter to compute the average.

Mr. Knutrson. 1 think it should be inserted at this point in the
record.

Mr. WitrTe. Yes.
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(The table referred to is as follows:)

Estimated average monthly grant per family in areas graniing mothers’ aid, based
on_annual or monthly expenditures from mothers’ aid grants during 1933 and
1934

Average Average
monthly monthly
grant grant

Alabama___________________ (1) Montana . ___ . ______________ 24. 00
Alaska_ ___________________. ® Nebraska __.___ . ._______.____ 13. 62
Arvizona______._____________ . $16.46 | Nevada_ _______.____________ 17. 08
Arkansas_ ___ . ______________ ®) New Hampshire_____________ 26. 42
California._ ______ . ____.______ 26.89 ) New Jersey_.. ... __.________ 26. 43
Colorado.. . - ______________ 22. 60 | New Mexico________________ Q)
Connecticut____________.____ 44 41 | New York.. __._______.__.____ 42. 77
Delaware________________.___ 22.26 | North Carolina______________ 15. 93
Distriet of Columbia_________ 60. 14 | North Dakota_______________ 22, 07
Florida_______________.______ 9.76 | Ohio. _ __ . _________________. 19. 77
Georgia. _________.________.. m Oklahoma_ ___.__._________. 47.29
Hawaii__.______.___________ @ Oregon_ _._._______________. 19. 80
Idaho____ . ________________ 18. 08 | Pennsylvania.____._________. 34. 61
Minois_ ____________________ 20. 55 | Puerto Rico___._________.___._ o ®
Indiana_.__________________ 22.03 | Rhode Island______________._ 47. 00
Yowa .. ____________ 17. 01 | South Carolina_ _____________ (
Kansas_____________________ 414. 05 | South Dakota______________._ 421,78
Kentueky. ... _________.____ 538.26 | Tennessee. . ___.__..._____. 724,91
Louisiana____________._____.__ 8. 81 XA i 41207
Maine._____________________ 29.60 | Utah_______________._______ 10. 64
Maryland___.___________.___ 36.66 | Vermont_._____________.____ 17. 86
Massachusetts__._.__________ 51.83 | Virginia_ . ___._______________ 20. 76
Michigan_.__________ . ______ 28.31 | Washington..______._._______ 17. 35
Minnesota__________._______ 26. 37 | West Virginia_______________ 13. 20
Mississippi_ ... ____._____ () Wisconsin. . _______________ 25. 82
Missouri-____.___.__________ 426.22 ) Wyoming . . _____________. 4 22. 55

1 No mothers’ aid law.

? No. report.

3 Aid discontinued.

4 Average grant in 1931,

¥ Mothers’ aid available only in Jeflerson County.

8 Law not in operation. .

7 Mothers’ aid available only in Knoxville and Memphis,

Source: The U. S. Children’s Bureau.

Mr. Woobprurr. Doctor, is it not a fact that a number of the States
find it impossible today to care for all of the people who should
have this care, under these laws?

Mr. Witte. AsI stated, there are now three times as many families
of this character—families with children under 16 in which the head
is a mother, and in which there'is no breadwinner—on relief, as are
covered under the mothers’ pension laws—more than three times as
many. That condition has resulted from the fact that the States
and counties have been financially embarrassed, and the further fact
that, under relief, the Federal Government has paid the whole bill,
whereas, under mothers’ pensions, the States and counties have had
to pay the whole bill.

Mr. Wooprurr. Having been unavoidably detained at my office, I
had just come in and had not heard your previous remarks; I thank
you very much for the information.

Mr. Wrrte. This is on page 9, to which I am now about to refer.
An appropriation of $25,000,000 a year for the 2 years that are con-
templated in this bill. That appropriation is believed to be adequate
for the present. If, as we may hope, this method will really become
universal for the care of these dependent families that are fatherless
and that have young children, then you will need, in the course of
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time, more than $25,000,000. But it is believed that $25,000,000
will be adequate for at least the first 2 years.

Mr. KnutsoNn. You stated a while ago that there were over a
million families.

Mr. Wirre. They are not all dependent.

Mr. Hiun, Mr. Chairman, I suggest that the gentleman reserve his
questions until we get through with the general statement of the
witness. We will never get anywhere if everybody starts asking
questions before the witness has finished his formal presentation.

The CuairmMaN. That was the understanding.

Mr. Witte. Ishall be glad to answer that question at this point.

Mr. Knurson. It seemed pertinent at this point.

Mr. Hiwv. It is pertinent, but we are all withholding questions
until the witness finishes his general statement.

Mr. Knutrson. I shall try to withhold, too.

Mr. Wirre. There are 1,000,000 families, sir, in this clags. But
they are not all dependent. Thank goodness, they are not. Thisis a
provision for families that have no means of support, or inadequate
means of support, that have got to be provided for by the public.

If all of the families that were dependent were provided for in this
manner, the cost would be in excess of $25,000,000. But, for the
immediate future, it is the best judgment of the committee that
$25,000,000 will be adequate. -

As to conditions of the grants: The grants are given on a basis of
one-third of the cost. The conditions of grants are set forth in section
204, which begins on page 10. These conditions can be summarized
in this manner: The law must be State-wide in operation, must
apply throughout the State and not merely within counties of the
State. There is a further provision that the State itself must make
a substantial contribution toward the payment of the aid. It can-
not shove the burden off entirely on the counties. The grants, as in
the old-age pension portion of this bill, must be sufficient, with other
income of the family, to provide a reasonable subsistence compatible
with decency and health. The administration must be headed up in
a single State agency and the methods of administration and payment
must be approved by the administrator.

Under this bill the Federal Emergency Relief Administrator and
his successors are the administrators. The residence requirement
must not be longer than 1 year. That differs from the old-age pen-
sion law, where the residence requirements must not be longer than
5 years. That différence is due, in part, to the fact that practically
all of the laws that are now in operation have a residence requirement
of only 1 year. It does not mean as great a change in the laws, if we
have a 1-year standard, as the 5-year standard does in the old-age
pension laws. : :

With the mothers’ pension laws wé never have started in this
country with long residence requirements, because these families,
wherever they are, obviously must be taken care of. The point to
be kept in mind is that this not really a mothers’ pension. It is aid
toward the care of these unfortunate children who have been deprived
of a father’s support. That is the essential idea of the laws. They
must be taken care of, regardless of residence requirements. The
only alternative, if they have no other means, is relief, instead of this
more regular, orderly procedure. The allotments are made at the
beginning of the year on the basis of appropriations, as under the old-
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age pension laws, and the actual pa,yments are made quarterly to the
States as the money is expended.

Now I shall pass to title VII on page 50 The first subject dealt
with are the grants-in-aid for maternal and child-health services.

Mr. Hivt. Doctor, are you still on the same subject?

Mr. Wirte. The same general subject of security for children.
There are four measures. 1 have dealt with the first of those, aid to
dependent children. Now I pass to the next one, aid for maternal
and child-health services, dealt with in sections 701 and

Mr. Hizn. Mr. Chairman, may I ask, have you finished with the
statement of

Mr. Knurson. May 1 suggest, Mr. Chairman, that the gentleman
withhold?

Mr. Hizn. Have you finished with your statement as to payments
for dependent children? Is that one subject?

Mr. Wirre. I am treafing it——

Mr. Hinn. What I am trying to do is to find out whether we may
ask some questions.

Mr. Wrirre. The general subject is security for children. There
are four measures dealing with that general subject.

Mr. Hminn. Do you want to complete the subject and embrace all
these others?

Mr. Wirre. Whatever the committee desires. I am at your serv-
ice.

Mr. Hinr. Then I suggest that you proceed.

Mr. Wirre. This is the problem of maternal and child health. I
shall not take your time, because people more competent than myself
are here, to explain the need for action, except to call your attention
to the fact that we have inserted in the record, in the supplemental
tables issued with our report, which are included as a portion of my
testimony of the first day, a table which will show you, State by State,
how much the appropriations for child and maternal health services
in this country have been reduced since the Federal Government
ceased in 1929 to extend any aid in that field. These reductions
have occurred in spite of the very great increase in the need for such
services.

We have now on relief lists in this country more than 7,400,000
children under 16 years of age. More than 40 percent of all the people
on relief are children under 16, whereas, in the total population of the
country, children under 16 constitute only 28 percent.

These children are the worst victims of the depression. In this
matter of health services there has been during this period a great
reduction in appropriations. = The total funds for child and maternal
health services, which in 1929 in this country amounted to $2,158,000,
in 1934 amounted to $1,157,000.

The provisions on this sub]ect are in section 701, pages 50 to 53:
An appropriation of $4,000,000 ﬁer year is made for extending and
strengthening the services for the health of mothers and children,
especially in rural areas and in areas suffering from severe economic
distress.

The appropriation is made to the Children’s Bureau, and 5 per-
cent of the amount of the appropriation may be used for administra-
tion and special studies and investigations. The balance is for grants
in aid. There is an automatic allotment of $20,000 to each State
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that accepts the provisions of this section. Another million dollars
is to be distributed to the States that cooperate in proportion to.the
number of births within the State as compared with the number of
births within the entire registration area of the United States. There
is a provision for special assistance to States which are in severe
economic distress, which cannot match the regular allotments. The
Federal aid, the regular allotment, is matched 2 to 1. There is an
allotment of $800,000 which the Children’s Bureau may allet to
States which are unable, because of severe economic distress, fully
to match the requirements of the regular allotment. The balance
of $960,000 is to be allotted to the States for special demonstrations
and research in maternal care in rural areas and for other aspects of
maternal and child health.

The conditions of the grants are set forth in paragraph C on page
52, ,

The States must have a plan which calls for some State supervision,
‘and for the development of local maternal and child-health services,
with State financial assistance; which calls for cooperation with exist-
ing social agencies and for the development of demonstration services
of a permanent character in rural and other needy areas, and among
groups in particular need.

The next appropriation for child security is section 702, for the care
of crippled children, on page 54. That is an entirely new departure.

The Federal Government heretofore has not participated to any
extent in the work of restoring, so far as it is possible to restore,
crippled children, physically and in other respects. The need for
action is great. Somewhere between 6 and 9 people out of every
1,000 in this country are physically handicapped. The number of
physically handicapped among the children, runs into the hundreds
of thousands. They cannot all be restored, many of them can be-only
partially restored; but, to the extent that it is possible to overcome
their physical handicaps, that is a profitable investment for the
community, because it means reducing dependency in future years.

Eighteen States now have laws under which they are doing some-
thing in the field of hospitalization, physical care, and restoration of
crippled children. .

The services are principally in larger cities. The rural areas so
far have hardly been touched. The entire work is relatively new.
The States which are probably doing the most are the States of New
York, New Jersey, and, in the Middle West, IJowa, and Wisconsin.

Services for crippled children are woefully lacking in rural com-
munities; in this matter, as in so many of these problems, the rural
‘communities are involved as much as are the urban centers. There
are as many crippled children, or more, in the rural communities as
in the urban centers. ,

The bill contemplates, in section 702, an appropriation of $3,000,000
per year for grants in aid to States which cooperate in the program
of the physical restoration of crippled children. Five percent of that
appropriation may be used for administration; $20,000 1s to be allotted
to each cooperating State automatically. The balance is to be allotted
on the basis of need. The States must match the allotments made
by the Federal Government, except in case of severe economic distress
or other exceptional circumstances, in which aid may, for the time
being, be given without complete matching. :
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The conditions of the grants are in paragraph (b) on page 55.
Again, the States must submit a plan for meeting this problem. This
must include reasonable provisions for administration, adequate
facilities for locating and diagnosing children, adequate medical care,
hospitalization and after-care, and, cooperation with existing agencies,
medical, health, and welfare groups.

The final appropriation in this series is the appropriation for aid for
child-welfare services, in section 703, on page 56, an appropriation of
$1,500,000 per year. Again 5 percent is set aside for administration,
investigation, and research; that is, the maximum is 5 percent. It
does not have to be spent; but that is the maximum that may be
used for that purpose. One million dollars is to be distributed auto-
matically to the States. The balance is to be allotted as special
assistance to States that cannot match the Federal funds at this time.

The conditions of the grants occur in paragraph (c) on page 57. A
plan must be submitted under which the State must make provisions
for State administration, State financial participation, and for fur-
thering local child-welfare services.

The purpose of this seetion is the promotion of local child-welfare
services. We are concerned here with the 300,000 dependent and
neglected children. We are concerned with the 200,000 children who
apnually are adjudged delinquent. We are concerned with the more
than 75,000 children per year who are born out of wedlock.

In some States—one-fourth of the total number—there are provi-
sions on a State-wide basis for county child-welfare boards and simi-
lar agencies. In the balance of the States, such local services for
these dependent, neglected, and homeless children are lacking or are

“existent only in a few of the wealthier counties.

The purpose of the appropriation is to stimulate that sort of
service throughout the country, in the thought that in so doing we
are reducing the load of dependency and destitution in future years.
These children that we are dealing with here are children whose child-
hood has already been impaired, who have already suffered, many of
them, a loss that they cannot possibly ever make up. But they are
children who are very much in need of social service, with a view
};oward making them law-abiding, self-supporting citizens in the

uture.

Mr. Wooprurr. May I ask the gentleman a question at this point?

Mr. Witte, are you familiar with the activities in Michigan under
the Couzens fund, the fund established by Senator Couzens of
Michigan? :

Mr. Witre. Only in the vaguest way, Mr. Woodruff.

Mr. Wooprvurr. I personally know of the tremendous value of
that activity to the crippled children in the State particularly and,
Mr. Chairman, I wonder if I may have the privilege of incorporating
in the record at this time a brief report of those activities. I ask
that because of the fact that if it is generally understood throughout
the country just what is being done by this philanthropic individual
in the State of Michigan, it may offer an inducement to others, well
fixed financially, to establish other funds in other States to do the
same work.

The CrATRMAN. Do you think it would be wise to incorporate that
in the testimony of this witness, or at some other point?

Mr. Wooprvurr. I think it should properly come in at this point.
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Mr. HiLn. Will the gentleman entertain the suggestion that it
follow the completed statement of the witness instead of being put
in at this point?

Mr. Wooprurr. That is satisfactory.

The CrARMAN. Without objection, that will be done.

Mr. KnutsoN. Mr. Chairman, I would like to ask at this point if
the recommendations as embraced in this bill were made with the
knowledge of the work being done by the Shriners in the care of
crippled children.

Mr. Wirre. There are many private agencies that are engaged in
this work. There are 18 States that have entered the field. But the
number of crippled children is somewhere between 300,000 and
500,000 in this country at this time and, with all the work that has
been done, a tremendous problem remains. There is very laudable
work being done by the Shriners and many other agencies, and by
private philanthropists, like Senator Couzens; also by 18 States. It
1s work that I know must appeal to all of you if you have visited, as
I believe you have, any of these crippled-children hospitals, or the
Warm Springs Foundation.

Mr. Wooprurr. Did your committee give any thought to includ-
ing in this bill the activities provided for in the annual appropriations
for vocational training and rehabilitation, in conjunction with the
various States? :

Mr. Witre. The report of the committee stresses that vocational
education and rehabilitation are a necessary part of a complete pro-
gram of economic security. There is an existing Governmental agency
now dealing with that problem. We felt that it was not necessary to
bring this problem into this bill. But our committee expressed itself
as strongly believing that vocational education and training should
be regarded as a necessary part of an adequate program for relief
from dependency and destitution in future years.

Mr. Wooprurr. Dr. Witte, under the present legislation on this
subject, these particular activities are dependent upon annual
appropriations?

Mr. Wirre. Yes.

Mr. WoopruFF. Do you not believe that that particular activity,
being of a character such as it is, has a very proper place in this bill?
Do you not believe all these activities ought to be gotten together
under one head?

Mr. Wirte. If that is the thought of Congress, I am sure that I
personally would have no objection.

Mr. Lewis. Mr. Chairman, I would like to ask a question. The
vocational education just referred to is not a method to be applied
merely to apprentices, but to men and women who are older, who
might need to change occupations because of technological changes
in industry; is that correct?

Mr. Wirre. That is the thought that our committee emphasized
in its report. It is not merely a children’s problem. 1t is far more
a problem of the readjustment, at this time, at least, of adults and
of young people beyond this group we are dealing with here,

The term ‘children” as we use it here are children, let us say,
under 16, young children, the ones who are below the age of self-
support, who, under any economic system, must be provided for by
someone else.
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Mr. Brooks. Dr. Witte, was any consideration at all given to the
army of feebleminded in our Nation?

Mzr. WirTe. There is a large group of children that we are not
bringing into this picture. We are not taking into account the blind,
the deaf, the mentally retarded, not because they are not important,
but because the services that tne States have been rendering in that
field are very much more nearly adequate than the services that are
being rendered to the children with whom we deal in this bill.

It 1s not a new proposition for the States to do something about the
mentally retarded. It is a new thing for the States to interest them-
selves in the physical restoration of crippled children. There may be
some very good reasons why the Federal Government should aid the
States in these other fields also, but it was the thought of our Com-
mittee that, as & beginning, at least, the program should concern
itself primarily with the children who are most neglected.

Mzr. Brooxs. Do you not think that it would be most important
in a State such as our State, where these innocent, feeble-minded
children have to be taken care of, but where it is impossible adequately
to take care of all of them, with these children mixing in our schools
with other children, which we regard as a detrimental element in the
education of the other children, to take into consideration the thought
of helping the State on that line, so that we may solve this problem
of taking care of these imbecile, weak-minded children who are
circulating among our other population?

Mr. WirTe. I think no member of the committee would have any
objection to your extending the services to other types of children.
But our thought, as I repeat, was that we have to take care, first and
foremost, of the children who are on relief. The largest group of
these children are these children in the young families without a
father’s support. Nearly 10 percent of aﬁ families on relief are of
that type. That is the situation now and some better provision than
keeping those families on relief should certainly be made.

In this matter, as in all other parts of our program, we have only
made a beginning. .

Mr. KnutsoN. Did your Commiitee give any consideration to the
adoption of a permanent policy with reference to the hopelessly
idiotic children?

Mr. Wirre. We gave very little consideration to these groups in
the thought that that is a problem which the States have been dealing
with over a much longer period than these other problems, and in
which the need for assistance is probably not as great—or at least
not as urgent; it may be just as great—as with reference to these
children that are on relief. :

I have one more section, Mr. Chairman. This is the final subject
dealt with in the bill, title 8, the extension of public health services.
That starts on page 61, 1t 1s the last.part of the bill.

The legislation proposed is an appropriation of $10,000,000 a year
to the United States Public Health Service, of which $8,000,000
is to be allotted to the States at the discretion of the Secretary of the
Treasury on the basis of the need of each State for such assistance,
No definite matching provision is included. :

It is to be used for the development of State health services, in-
cluding the training of personnel for State and local health work, for
aid to counties and local governments in maintaining adequate
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public health services. Two million dollars more is to be expended
directly by the United States Public Health Service for investigation
of diseases and the problems of sanitation which are interstate or
national in character. .

This does not represent a new departure in Federal policy. The
Federal Government has long recognized its responsibility for public
health. It doesrepresent, however, a very material increase in public-
health services by the Federal Government. The Federal appropria-
tions for public health at this time, exclusive of hospitals and similar
services, are approximately $5,000,000. This appropriation is twice
the present appropriation, but it 1s only 8 cents per capita, and is
small in comparison with many other expenditures. For instance,
the appropriation for the eradication of scabies in sheep and cattle
is, in round numbers, $14,000,000 at the present time.

The reason it is brought into this program is that sickness is one of
the major causes of destitution. In normal times, at least one-third
and perhaps one-half of all cases where families are forced to go on
public relief are caused by sickness. This results from the fact that
sickness strikes some people very hard, and that in low-income groups
there is little margin for unexpected expenditures. Sickness causes
on the average a loss of about 2% percent of the total time of the
industrial population, or an average loss of about 8 calendar daygs a
year. But that does not give the right impression at all. Every-
body is not sick; and when people are sick, they are sick for varying
periods. The real problem arises whan there is a long period of sick-
ness. The sickness may be sickness of the wage earner or it may be
sickness within the family. In either case the family—if we sare
desling with a family of low income, and if the sickness is prolonged—
18 likely to be forced on public relief.

A study made in urban centers covering the period from 1929 to
1932, in families with incomes of $1,200 to $2,000, discloses that 62
percent of these families expended less than $60 per year for medical
care; 7.7 percent spent over $200 per year; and 1.5 percent spent over
$500. In the latter group there were a large percentage that spent
from one-third to above one-half of their total income for medical
and hospital bills. When families have that sort of a streak of luck,
if they are in low-income groups, it means destitution,

The first thing to be done to meet this problem is obviously to
prevent as much sickness as possible. On that point 1 want to quote
from a report which was made to our committee by the group known
as the ‘“Medical Advisory Board’”, a group composed of eminent
medical men from all parts of the country, medical men who differ
widely on the subjeet of health insurance but who join in a unanimous
recommendation to this effect:

A logical step in dealing with the risks and losses of sickness is to begin by pre-
venting sickness so far as is possible by methods of demonstrated effectiveness.
At the present time we believe that appropriations for public-health work are
insufficient in many communities, whereas a fuller application of modern preven-
tive medicine, made possible by larger public appropriations, would not only
relieve such suffering but would also prove an actual financial economy. Federal
funds, expended through the several States, in association with their own State
and local public-health expenditures, are, in our opinion, necessary to accomplish
these purposes and we recommend that substantial grants be made.

The need for increased appropriations of this character turns on
these points.
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While in the more advanced communities—I mean by ‘““advanced’’
those that have been able to provide financially for these services—
the burden of preventable sickness has been reduced by at least one-
third, the fact remains that despite the great progress that has been
made, only a fraction of the population has benefited to the fullest
extent from the application of existing knowledge of disease preven-
tion. There are still in this country 150,000 deaths each year from
infectious and parasitic diseases, 13,000 deaths of mothers in child-
birth, 63,000 deaths in early infancy. A large part of that loss could
be prevented by more adequate and prompt service.

There is also this: With the depression, health conditions have been

adversely affected. The sickness rate in 1933—these figures are
}n‘ocured through the United States Public Health Service—among
amilies which have suffered the most severely in decline in income
during the period 1929 to 1932 was 50 percent higher than in families
whose incomes were not reduced. The death rate in unemployed
families was approximately 20 percent higher than in families which
had wage earners working. In 1934, for the first time in many years,
the death rate in our large cities went upward, and that despite the
fact that we had no epidemic of any serious character.

With this increased need that has come with the depression, a need
which has arisen because families have heen less able to provide for
their own health services, public-health expenditures have gone down.
The per-capita expenditure from tax funds for public health in 77
cities was 58 cents in 1934, as contrasted with 71 cents in 1931.

Public health cannot be left to the localities and States entirely.
At this time, out of 3,000 counties in this country, only 528 have full-
time health supervision. A study made by the United States Public
Health Service, rating the adequacy of the local health departments
and local health services, discloses that only 21 percent of the popu-
lation of the country is included withini areas in which there are
adequate public-health services at this time, and those are principally
in the larger cities and the wealthier metropolitan counties.

Public health has been recognized as a responsibllity of all govern-
ments. The Federal Government has long been in this field. Grants
have been made by the Federal Government to the United States
Public Health Service for encouraging the organization of local health
departments since 1920. They ranged from about $50,000 per year in
the early twenties to nearly $2,000,000 in 1932, when there were large
additional appropriations to take care of the problem of sanitation in
the flood areas. In 1933 the appropriation went back to $300,000.
At this time there is great need for increased Federal appropriations.
Local appropriations for public health have been decreased on the
average by about 20 percent since 1930, and that in face of the much
greater need for such services.

In that connection, I would like to insert in the record a recent
statement by Dr. E. L. Bishop, who is the State health officer of
Tennessee, president of the American Public Health Association and
chairman of the Committee on Federal Relations of the State and
Provincial Health Authorities. Dr. Bishop states:

There appear to be two phases to the present situation. One which is concerned
with the existing emergency and one which is concerned with the develop-

ment of permanent policy and plans. With reference to the first, there is
now no Federal cooperation available under any bill before Congress through



ECONOMIC SECURITY .ACT 169

which State and local health agencies may receive financial aid. Both State
and local health agencies have been for 3 years disintegrating with more or
less rapidity and while it is all very well to say that they should bear their own
burdens, apparently this is the only field of government activity remaining to
which such a policy is applied. We are spending huge sums for the relief of almost
every agency and for the maintenance of almost all other functions of goverament
but we are permitting our health agencies, so painstakingly developed through
the last two or three decades, to perish from a lack of support. Both the present
and future generations will pay the price of our folly yet the amount necessary
to relieve this situation is not more than is spent in one day by the Federal Govern-
ment for the relief of unemployment. This situation is a challenge to the intelli-
gence of our public-health leadership. ’

Mr. Hiuvu (presiding). Is that the statement you want to make?

Mr. Wirte. That concludes the statement.

Mr. KnuTson. Mr, Witte, is it your thought that the money that
this bill proposes to allocate to the Public Health Service be used for
preventive rather than curative work? )

Mr. Wirre. Entirely, sir, for preventive work, for public-health
services. ) .

Mr. Knvurson. It is not the thought of your committee that we
should socialize medicine and hospitalization?

Mr. Wirre. Most certainly not. )

Mr. Lewis. I believe the thought is this, that of the $10,000,000,
$2,000,000 should be in the hands of Federal authorities for investi-
gational and scientific development, and the other $8,000,000 should
go to the aid of the States in developing field services. Is that about
a correct statement? )

Mr. Wirre. That is correct, sir. ) )

Mr. TrREaDWAY. Doctor, I notice in the bill that you set up this
board known as the ‘““Social Service Board.” Is that the name of
it?

Mr. Wirre. “Insurance.” ‘‘Social Insurance Board.”

Mr. Treapway. What is the name of the-commission you set up
up in the Department of Labor? L
- Mr. Wrrre. Social Insurance Board, dealt with in title IV.

Mr. TreapwAY. Yes; I have it now. Section 401 reads:

To establish in the Department of Labor a Social Insurance Board, to be
composed of three members to be appointed by the President. .

What is the idea of having within a department a board having the
wide powers that evidently will be placed upon this board? Why
is it not set up independently of the department?

Mr. Wrrte. This board will have charge at the outset of unem-
ployment compensation and old-age annuities, aside from studies of
the social-insurance problems. Unemployment compensation and to
some extent also the old-age-insurance system will actually have to
be administered through the employment offices. The employment
offices are now within the Department of Labor. Essentially this is
a labor problem. An independent agency of the Government would
mean taking from the Labor Department a large portion of its present
functions, and would also mean multiplication of independent agencies,
which your legislation contemplates should rather be consolidated
than extended through the creation of new agencies.

Mr. TrEapwaYy. Is that last statement borne out by the facts?
Have we not set up no end of new agencies of various types and kinds
in the last {ew vears?
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Mr. Wirre. Emergency agencies, sir. 'This is a permsanent.agency.

Mr. TrEapwWAY. That is a nice word, but it is getting pretty well
worn out. Natursally, I do not quite follow your argument as to why
this should continue to be in a department.

One other feature in connection with this board. Why are not
appointments to such important positions as these—and I am sincere
in saying that I realize how important they are—to be confirmed by
the Senate as are appointments of other officials of the Government?

Mr. Wrrre. 1 think that is a question of policy for the Congress to
determine.

Mr. TreEaDWAY. It is your recommendation that they should not
be. On what is that based?

Mr. Wrrre. 1 think the committee in its report made no recom-
mendation on this point at all.

Mr. TrREaApDWAY. Would you approve of the insertion in there of a
provision that these appointments should be confirmed by the Senate?

Mr. Wirre. I have no authority to make a statement either way
on that point. I say, as of other matters, it is up to the Congress
what the policy shall be.

Mr. TrREADWAY. In other words, you prefer not to express an
opinion as to why that is omitted here, is that correct?

Mr. WirTe. I personally have no opinion on the subject.

Mr. TreapWAY. Did you not draw this provision?

Mr. Writte. No, sir; I did not draw it. As I stated, the bill was
drafted by the counsel of the committee in cooperation with legislative
members.

Mr. TrEaADWAY. Who are the counsel of the committee?

Mr. Wrrre. Mr. Thomas H. Eliot.

Mr. TrREapwAY. Mr. Eliot? He has not appeared as a witness,
has he? _

Mr. Wirte, No, sir.

Mr. TreapwaYy. But he drew this bil}?

Mr. Wrrte. This matter is entirely a subject of legislative policy.
Whatever the Congress sees fit to do in that respect will certainly be
agreeable. ‘

Mr. TrReEapWAY. Who are the legislative members to whom you are
referring?

Mr. Wirre. Particularly Senator Wagner, also Mr. Lewis.

Mr. TrEapWAY. Our esteemed colleague on the committee, I
assume?

Mr. Witre. Yes, sir.

Mr. TrEapway. Perhaps he would want to express his views on
the policy of confirmation. I really feel—unless I am entirely in
error in judgment, which I evidently often am because I am so con-
tinually in the minority—that when you are setting up such a ver
important group of officials—and I recognize you are glad to overloo
the civil service and things of that nature, mostly—the Senate, with
all due respect to their prerogatives, ought to have some power of
control of confirmation of such a group as these. However, evidently
you prefer to “pass the buck”, if that is a proper phrase to use in such
a dignified hearing as this.

Mr. Wrrre. It is up to the Congress.

Mr. Treapway. I see. Well, it is very good of you to give us a
little privilege. We have got to the point where we do not think we
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have & whole lot. However, that is another matter of difference of
opinion.

Mr. WrirTe. On this matter of civil service, sir, if T may address.
myself to that?

Mr. TrReapway. All the principal places are patronage and the
clerkships are civil service.

Mr. Wirre. The reason for the exemption of officers, attorneys,
and experts is primarily that we are contemplating setting up what.
amounts to one of the largest business ventures that has ever been
undertaken. This annuity system that we are starting is a large
venture. I doubt whether business would select its executives for
such a venture under the provisions of the civil service law.

Mr. Treapway. I agree with you to a certain extent; neither
would any large business select them from a purely political patronage
standpoint, either. I will put that statement against yours.

Mr. Vinson. Did I understand the gentleman from Massachusetts.
to indicate that he favored a new commission to serve in lieu of the
Social Insurance Board?

Mr. TrReapway. 1 stated my views and I will be glad to hear the.
gentleman’s views

Mr. Vinson. 1 was called out. '

Mzr. TrEADWAY. As well as the witness’. Ip cannot get the views

£ +h +1 ha h L 14 h
of the gentleman who has been a witness here for several days on the

point as to why these officials should not be confirmed by the United
States Senate.

Mr. Vinson. I heard that discussion, but I was called out just as
you entered upon the subject of the Social Insurance Board. 1 did
not understand what your position was with reference to that.

Mr. Treapway. 1 did not state my position. I was trying to.
make the witness state his. -

Mr. VinsoN. Did you indicate that you favored a new commis-
sion?

Mr. TreapwAY. I did not, to my knowledge. 1 was acting in
complete ignorance, asking why a new board was not set up.

Mr. Hiuw (presiding). If there are no further questions, that con-
cludes the statement of Dr. Witte.

The CHAIRMAN. At this point, we would like to have a recess in
your testimony, and we will ask that you hold yourself in readiness
to resume it. 1 think that you might be excused for the day.

In accordance with the previous understanding, the Secretary of
Labor, Madam Perkins, is here now, and the committee will be
honored and delighted to have her present a statement to the com-
mittee. She had had much to do with the preparation and con-
sideration of this bill, and we are all delighted to have the Secretary
of Labor, Madam Perkins, come forward and present her statement.

Mr. Hirn. I move that the rule heretofore adopted by the com-.
mittee with reference to the statement made by Mr. Witte apply to
the statement by the Secretary of Labor, in other words, that she be
permitted to finish her statement to the committee without inter-
ruption by questions from members of the committee, and that after
she has finished her general statement, that the members of the
committee be permitted to ask her questions.

The Cuarrman. Mr. Hill moves that Madam Perkins, Secretary
of Labor, be permitted to make her main statement without inter-.

118296-—35-——12




