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SOCIAL SECURITY

The Senate resumed consideration of the bill (H. R. 7260)
to provide for the general welfare by establishing 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 wel-
fare, public health, and the administration of their unem-
ployment-compensation laws; to establish a Social Security
Board; to raise revenue; and for other purposes.

The VICE PRESIDENT. The question is on the amend-
ment offered by the Senator from Missouri [Mr. CLARK].

Mr. BARKLEY. Mr. President, the amendment which
bhas been offered by my friend the Senator from Missouri
[Mr. CLARK] is to be voted on at 1 o’clock, and inasmuch
as the Senator from Missouri desires to conclude the argu-
ment on his own amendment, I promnised him not to occupy
all the time; and I have no desire to do it independent of
that in order that I may extend to him the courtesy to
which he is entitled as the author of the amendment,

There are so many things involved in the amendment
which is now vefore us that I could not hope to call atten-
tion to all of them in the space of time which Y shall occupy.
We have heard a good deal of discussion here on the pending
bill and in connection with the amendment, in which the
fear has been expressed that the bill itself is of doubtful
constitutionality, and the intimation is that we ought to
vote against it on that account.

Mr. BORAH. Mr. President——

The VICE PRESIDENT. Does the Senator from Ken-
tucky yield to the Senator from Idaho?

Mr. BARKLEY. 1 yield.

Mr. BORAH. The fear, as I understand, is with refer-
ence to title II; but does not the Senator think that title ¥~
might be held to be unconstitutional without affecting the
other portions of the bill?

Mr. BARKLEY. Yes; I think the various titles of the bill
Are separable. The point that I have in mind at this par-
“rcular juncture is that, if it be true that there is any part
‘L’h this measyre concerning the constitutionality of which
adere is doubt, that doubt ought not to be increased by
mdlns an amendment such as that which is now before

¢ Senate,
nowe, 2ave heard the Federal Government berated and de-

ced here on the floor as if it were a sort of monster; we

Ve heard it talked about as if it were a sort of glacier,

te in proportions, crawling along the surface of the
Mhh and crushing everything with which it comes in con-
» And that, because it is a monster, because it is con.tantly

of gty its hands out to crush somebody or to rob somebody
ority, we ought to vote against this measure and all

xa measures which are brought forward for our con<
m:n%o 10t entertain that conception of the Pederal Govern-
The same people who pay taxes into the State treas-

Pay taxes into the Federal Treasury; the same people
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who are citizens of the States are citizens of the United
States; and I look upon our National Government rather as
a benevolent organization than as a ruthless organization
seeking all those whom it may devour. Certainly in its effort
to relieve economic insecurity by providing some universal
and uniform way by which we may eliminate the hazards of
old age, of unemployment, and of illpess, our National Gov-
ernment takes on the qualities of a twnevolent government
and not of a despotic or ruthless government.

We have had our attention called to the decision of the
Supreme Court in the famous case sometimes referred to as
the *sick chicken ” case, sometimes as the “chicken coop”
case, and other derisive terms which have been applied to it.
I think it is unfortunate that the decision as to the legality
of N. R. A, had to arise on a case involving the plucking of
chickens out of a coop, because it seems to be a trivial situs-
tion; but the Supreme Court went into it in detail and there-
fore I have no disposition to treat it in a trivial way.

I believe there is no question that the Congress has the
power to levy the tax which is proposed to be levied under the
pending bill. I am not concerned with fear as to the consti-
tutionality of title II, which can only be doubted on the
ground that we are invading a field which was reserved to the
States or the people; but I do not see any difference in prin-
ciple between appropriating billions of dollars to be given to
unemployed men and women all over the United States in an
emergency to keep them from starving and freezing and
appropriating money out of the Treasury in an orderly way to
provide against the existence of such an emergency in the
future.

We need not grow fearful that the foundations of our
Government are going to crumble because the Supreme
Court on one day rendered three decisions, two of which
nullified acts of the Federal Congress, one being the N. R. A.
case, the other involving the Frazier-Lemke Act, which was
passed by Congress and was not, strictly speaking, a part of
the new deal, as it has been assumed that al! these decisions
were rendered against the new deal, and the third having to
do with exercise of the power of dismissal on the part of the
President.

It might be interesting for Senators to recall that from
1789 to 1859 the Supreme Court rendered only 2 decisions
nullifying acts of Congress. From 1860 to 1869 it rendered
4 decisions pullifving acts of Congress; from 1870 to 1879
it rendered 9 decisions nullifying acts of Congress; from
1880 to 1889 there were 5 such decisions; from 1890 to 1899
there were 5 such decisions; from 1300 to 1909 there were
9 such decisions; from 1910 to 1919 there were 7 such de-
cisions; from 1920 to 1929 there were 19 such decisions;
from 1930 to 1932 there were 3 such decisions; and from
1933 to 1935, both inclusive, there were 7 such decisions,
which involved only 6 acts of Congress. So that from 1920
to 1929, a period of 10 years, the Supreme Court nullified,
in all 19 decisions, acts of Congress, but no one was then
fearful that becaus2 of that fact Congress had ceased to
function or that the Supreme Court had arrogatzd to itself
the powers of government.

No one thought the foundations of our Government were
about to crumble; yet because during the last 5 years the
Supreme Court hasg rendered 10 decisions in which it nulli-
fied acts of Congress, 7 of which have been rendered within
the last 3 years, we are cautioned not to vote for anything
that even implies a position near the border line, lest we may
do something that is unconstitutional

Mr. President, my objection to the Clark amendment is
that it sets up two competitive systems of old-age relief. I
believe one of the wisest things the Nation has done has been
to recognize the duty of the Government toward indigents.
Whether the indigeat condition be brought about by unem-
ployment or old age or ill health, there is no way by which
the public can escape the burden. It is always present in
one form or another. Those who work must support those
who do not work. It has always been so, and it will always
be so. With respect to reduction of hours of labor, my theory
has been that if we must decide whether all our people should
be allowed to work three-fourths of the time or three-fourths
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of them should be allowed to work all the time and the other
one-fourth never work at all, I prefer the first alternative
50 as to divide whatever work is available among all the able-
bodied men and women of the country who desire to work,
so they may share it in proportion to their ability, rather
than that we shall have a permanent condition in this coun-
try in which three-fourths of the people shall be allowed to
work all the time and one-fourth never to work at all, and
therefore become burdens upon the three-fourths who shall
be allowed to work. That is the reason why I favor reduc-
tion in hours of labor, insofar as we can do that, in order to
spread the work which is available among all the people capa-
ble of working.

I feel the same way with respect to the provisions for old-
age pensions and unemployment insurance. That is why I
believe in this measure, worked out by a commission ap-
pointed a year ago by the President at the time he sent his
message to Congress announcing that at this session he
would propose a constructive plan of legislation to deal with
this complicated and interrelated situation. After months of
investigation and months of labor that commission brought
out a tentative plan, which was submitted to the Houses of
Congress, and both Houses, through their committees, held
exhaustive hearings on the subject. The House of Repre-
sentatives finally passed a bill, I believe, in much modified
form. Our Committee on Finance gave weeks and months
of study to this problem, and has brought here a bill propos-
ing a uniform and universal plan to apply to our country.

Abraham Lincoln once said this country cannot endure
half slave and half free. I do not believe any old-age pension
system we may inaugurate can long endure half public and
half private, because if we have private insurance or annuity
plans set up in opposition to the plan of the Federal Govern-
ment, it is not difficult to see that the high-pressure sales-
manship of annuity companies and of insurance companies
will always be on the doorsteps of the employers to convince
them that they can insure their employees in a private sys-
tem more cheaply than they can by the payment of taxes
into the Federal Government and a consequent dispensation
of the benefits in an orderly and scientific fashion.

Therefore I believe the effect of the Clark amendment—and
I am sure, of course, the Senator from Missouri was not actu-
ated by any such design or desire—will be to disorganize and
disarrange the reserve fund set up in the Treasury under the
Federal plan, and that it will gradually and effectually under-
mine the Federal system which we are trying to set up. We
will then have our Government in competition with every
annuity writer and every employer in the country who thinks
he may be able to save a little money by insuring his em-
ployees or by adopting some private annuity plan which may
be ‘suggested to him by some private insurance company or
annuity company which desires to obtain the business.

As the Senator from Wisconsin [(Mr. Lo FoLLETTE] said
yesterday, the employers of the United States have not
asked for this amendment. Only one emplayer of labor
came before our committee and surgested it. He was a
representative of the Eastman Kodak Co. of Rochester,
N. Y., which for many years has had a very commendable
system of private annuities for its employees. The only
other man who came hefore the committee to suggest the
amendment was & man who represents an annuity company
which desires to write policies for employers throughout
the United States.

The question which we are to settle when we vote on the
Clark amendment at 1 o'clock is whether we are to have a
Federal system un‘form in its application all over the United
States or whetisor we are to have a spotted system, part
Federal and part private,

The argument has been advanced here that fallure to
adopt the amendment would rob the States of some rights
to which they are entitled. The argument has even been
made that the enactment of this bill into law will rob the
States themselves of some right under the theory of State
rights. X believe in State rights. I was schooled in the
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try and I belong to a political organization one of wy, i
cardinal doctrines has always been the preservation of 4,4
rights of the States. But while I am in favor of Staty’!
rights, I am also opposed to State wrongs. 1

We take nothing away from any State in this me %
There is nothing here which interferes with the right of gni4
State to pass its own old-age-pension laws and its own olqf
age annuities or any other form of old-age relief which th.?
State legislature, through the representatives of the peoshl:'{
may desire to enact. We not only take away from thg
States no right which they enjoy but we take away from ng'
employer any right which he enjoys. He may continue hi,
private plan if he desires; and if he is so generous as not'
to be satisfied with what the old people who work for mm:
or his concern for the able-bodied years of their lives ary
to get out of this bill, he may supplement that by adding
to it, or inaugurating a private system of his own wmdg
will give them more than they will be able to obtain un
the bill as we have it here.

My contention is, however, that we cannot safely taky
away from this uniform, universal system which we are tryd
ing to establish here the universalilty and the uniformity of
its application by holding out an invitation or an encourages
ment to private individuals to impinge upon the system sei
up by the Federal Government, and utterly to destroy “’Q
reserve fund, and thereby break down its application, bed
cause the Federal Government will be compelled to bear thy
burden of it on the seamy side, while private employers may
so manipulate their employment as to age as to have a largg
majority of younger men who would not be an 1mmedlae!
burden upon them, while shifting to the Federal Govern«
ment all of the older employees whom they do not desirg
to carry on their rolls because of the greater burden thaf
might be attached to payment of annuities to them over ¢
term of years. 8

Mr. COSTIGAN. Mr. President—- i

The PRESIDENT pro tempore. Does the Senator from
Kentucky yield to the Senator from Colorado? 3

Mr. BARKLEY. 1 yield to the Senator from Colorade,

Mr. COSTIGAN. I am much impressed by the statemenf
of the Senator from Kentucky. In connection with if, I ask
his attention to the proviso on page 4 of the Clark amend-
ment, to which, as I view the amendment, not enough
attention has been directed. :

Under that proviso, with which the Senator irom Ken-
tucky doubtless is familiar, if an employee leaves prival
employment prior to reaching 65 years of age, the duty falk
upon the employer to pay to the Treasury of the Unite
States an amount equal to the taxes which otherwise wouk
have been payable by the employer, plus 8 percent pe
annum, compounded annually. Since we are dealing will
insurance principles, is the Senator prepared to tell th
Senate why the payment to be made at such a time is no
based on actuarial standards, which would result in a large
payment by the employer than the amount provided for I
the Clark amendment?

Mr. BARKLEY. Of course, I am not able to answer tb
question of the Senator, because I do not know why it w8
not based upon actuarial facts and upon actuarial invest!
gations.

Mr. CLARK. Mr. President, will the Senator yleld?

Mr. BARKLEY. I yield

Mr. CLARK. I do not desire to take the Senator’s tim(
and I shall be glad to have the Senator make up out of &
time the amount of time consumed by this interruption.

The question is very simple to answer. The provision W&
included in that form to meet the objection which was m&
in the committee that the employee might be the loser !
any time by transferring from a private fund to the Go
ernment fund. The provision was put in the amendme
in this farm to insure that an employee who, either Ir¢
his own wishes or from any other cause, transfers st 8!
time from a private fund to the Government fund will ¢¢
tainly not be any worse off than if he had been in ¢

doctrine of State rights. I come from a section of the coun-

Qovernment fund all the time.
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Mr. BARKLEY. That leads me to discuss another matter
which I think is very serious and will be very difficult to
administer.

The amendment of the Senator from Missouri provides,
of course, that the board shall approve these plans. It
must keep constantly in touch with each of them, not only
as to the plan as a whole but as to every single employee
of any concern, however large the number may be. In
other words, if the employment of any man is terminated
under the terms of this amendment, whether by his own
voluntarily act or by the act of his employer, the board in
washington must investigate the relationship of that em-
ployer to that employee; and it is conceivable that it would
take an army of inspectors and investigators running all
over the United States to innumerable places to which they
would be called every time a man terminated his employ-
ment, either on his own account or on account of his em-
ployer, to ascertain the relationship between the employer
and the employee at the time of the termination, and at
the same time investigate the employee’s rights under the
private plan and under the Federal plan, if he had any
rights under the Federal plan.

Talk about bureaucratic government, and about snoopers
going around all over the country to investigate everything!
There would have to be an investigation, if there was any
controversy over it, every time a man quit his work or was
discharged, as to his rights under his agreement with his
employer, or under the law under which he operated.

That brings me to the discussion of another ma.ter which
seems to me to add to the doubtful constitutionality of the
bill if this amendment should be adopted.

In the child-labor case the Supreme Court practically held
that an effort on the part of Congress to levy a tax on the
products of a factory intended for interstate commerce, pro-
vided they employed children in the manufacture of the
product, was the same as fixing a penalty upon any concern
that employed child labor. They held that that was uncon-
stitutional for that reason, as well as for other reasons
which they assigned.

In the case of this amendment, if the same controversy

should arise, and the Court should take the same view of it—-

that the tax imposed here would be in the nature of a pen-
alty against every concern that did not have a private plan
of annuity for the benefit of its employees—of course, the
act might be held unconstitutional on that ground.

To me, however, there is even a more serious objection
to the amendment on constitutional grounds. The Constitu-
tion provides that all duties, imposts, and excises shall be
uniform throughout the United States. Of course, that does
not mean that we have to levy a given tax on everybody in
the country. We have always recognized the right of Con-
gress to establish classifications for the purposes of taxa-
tion. We do it in all of our revenue laws. We set up classes
which shall pay a certain amount of taxes, and other classes
which according to the law will be taxed in a different way;
but I do not recall any act of Congress or any decision of a
court where it has been held that after fixing these classifi-
Cations Congress can lift some persons out of the classifica-
thns and exempt thém from taxes altogether. That is what
this amendment would do. It says to every concern and
every factory, it says to all those who are subject to it, “ You
Wwill pay this tax unless you inaugurate a private annuity
system of your own. If you do that, you are not reguired to
Pay the tax which everybody else in your class will be re-
Quired to pay.”

I seriously doubt whether Congress has any such power as
that under the Constitution. Certainly, in my judgment,
that would violate the rule of uniformity which the Consti-
tution requires with respect to taxes levied upon all classes
and different classes which Congress proposes by its laws
to attempt to tax. Certainly there would be enough doubt
8bout it to add to the doubtfulness of the constitutionality
of the act as a whole, if there is any serious doubt as to its
Constitutionality, which I have not the time now to argue
Bt length, because I have promised the Senator from

Issouri to Jeave him 20 or 25 minutes in order that he
May close this argument in behalf of his own amendment.

CONGRESSIONAL RECORD—SENATE

9627

But, regardless of constitutionality, regardless of any
question of technicality, regardless of all the legal tech-
nicians who may be brought forward in behalf of this pro-
posal, my earnest belief is that it is unwise as a matter of
policy to divide this great scheme which has been devised
in our country—a belated scheme, I will say, compared to
the legislation of other eivilized nations, some of which was
inaugurated half a century ago, most of which has been in
operation for a quarter of a century. It has taken us a
long time to march up the hill toward the consideration of
our duty to those who have served society, and in many
cases have rendered as valuable service {o the world as the
man who shoulders a musket or goes to war in support of
his flag or his Constitution. It has taken us a long time to
conceive of it as our duty as a government to do something
to recognize, in an organized and regular and orderly way,
the duty of society to its aged and to its unemployed and
to its indigent, those who have served their day and have
passed on beyond the power of service, beyond any capabil-
ity so far as they are concerned to make their declining
years happy and comfortable. I congratulate the Congress
of the United States, I congratulate the American Govern-
ment, I congratulate men of both political parties in this
Chamber and in the other Chamber, that at last we have
come to recognize the fact that society as a whole, in its
organized form, owes an obligation to these men and women
which cannot be discharged by mere lip service, but can be
discharged in a practical way only by the enactment of
workable, practicable plans to apply to all alike and to all
sections of the country with equal force, as we have at-
tempted to provide in the bill now before the Senate.

I think the Senate and the Congress will rue the day on
which this amendment shall be agreed to, and thereby the
strength of our enactments be weakened, and the power of
the National Government be weakened in dealing with un-
employment and old-age problems.

For these reasons, I sincerely hope the amendment will
be defeated. However much I regret to oppose any amend-
ment put forward by my lifelong friend the Senator from
Missouri, however much respect I have for his views and
for the sympathetic heart which I know he possesses, never-
theless, I believe he is wrong in principle and in policy in
this case, and I believe it would be a serious mistake to
adopt the amendment; and I, therefore, trust that it will be
rejected.

Mr. CLARK. Mr. President, no careful and intelligent ob-
server in these unhappy times can have failed to note
that in the last 10 or 12 years there has been an essential
change, if not in the form of our Government, at least in
its substance, and can have failed to observe that this has
ceased to be a government in which legislation is by con-
gressional consideration and vote, but has become a gov=-
ernment by experts,

There was quite a long period following the foundation
of the Government down to a recent date when Senators
and Representatives considered it their duty under the
Constitution to formulate legislation on their own respon-
sibility, under their oaths of office, to consider that legisla~
tion in the light of their own views, and to cast their votes
on the enactment of the legislation in accordance with those
views. That situation existed until a period not so long
ago. During that time Senators and Representatives con-
sidered it to be their duty to take active part in the formu-
lation of legislation. But under the system which has
grown up in the last 10 or 12 years, a man who feels him-
self qualified to participate in the formulation of legisla-
tion, to have any voice in its formulation, should not offer
himself for election to the Senate or the House of Repre-
sentatives, but he should procure for himself a position as
& member of some commission, or as an employee of some
commission or as an employee or agent of some bureau of
the Government.

Until very recently these experts were satisfied to go
over legislation proposed to be enacted, in private, with the
Sensators who were to introduce it and sponsor it, and
quietly to let it be known that it was legislation sponsored
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by the commission or the bureau, as the case might be. In
more recent practice the experts come to the committees, in
executive sessions of the committees, and the experts come
upon the floor of the United States Senate in droves.

In the consideration of the particular bill now before us,
when the bill was finally reported out of the Finance Com-
mittee I think it is no exaggeration to say that there were
three times as many experts in attendance in that supposed
executive session of the committee as there were Senators
present to vote on the bill, a measure which puts a larger
charge upon the taxpayers of the United States than any
bill ever heretofore introduced.

During the consideration of the bill on the floor of the
Senate the Senator from Mississippi {Mr. HArRrISON] has
from the beginning been flanked by two experts, the Senator
from Wisconsin {Mr. La FoLLerTE] has had a private ex-
pert of his own, and the seats in the back of the Chamber
have been occupied by experts of various kinds. So it is
with some trepidation that a mere Senator of the United
States rises to appeal to his colleagues in this body, and to
differ from the opinions of this galaxy of experts,

Mr. BARKLEY, Mr, President, will the Senator yield?

Mr. CLARK. 1 yield.

Mr. BARKLEY. I do not recall when a single general
tariff bill has been enacted during my membership in the
two Houses of Congress when there were not clerks and
various experts sitting by the chalrmen of the committees
in both Houses to furnish information with respect to the
measure as it went along.

Mr. CLARK. I will state to the Senator from Kentucky
that of course the rule of the Senate provides for clerks of
committees being admitted to the floor, but I have searched
in vain-—although I am not complaining about this matter——
for any authorization for representatives of various commis-
sions and various bureaus to be on the floor of the Senate.
I am making no point of that, however.

Mr. BARKLEY. I thought the Senator was.

Mr. CLARK. I am simply laying the foundation for
some remarks which I now desire to make,

I do not desire to criticize these experts; they are honest
men, for the most part, wedded to their own ideas, but it
seems to me that when the time has come that the Senate
of the United States cannot consider measures on its own
responsibility without any more effective argument being
made against a measure than that this corps of experts
does not approve it, this country has come to a pretty pass.

Mr. BARKIEY. Mr. President, will the Senator yield
further?

Mr. CLARK. I will in just a moment. In other words,
it seems to me that there may be very grave suspicion that
the real objection of these experts to this amendment and
to other suggestions for changes in the proposed act which
have been advanced may bear a very close analogy to Presi-
dent Grant'’s remark about Senator Charles Sumner. It is
related that on one occasion someone told President Grant
that Sumner did not believe in the Bible, and Grant replied,
“ Yes, damn him; that is because he didn’t write it.” That
is the attitude of many of these experts regarding many of
the measures brought on the floor of the Senate.

I now yield to the Senator from Kentucky.

Mr. BARKLEY. I wish to ask the Senator a question.
‘We are dealing always with a very practical situation. Back
in the days when legislation was simple it was easy, of cowse,
for the Senators and the Members of the House of Represen-
tatives to deal more at large with the details of legislation.
I recall the act creating the Federal Trade Commission which
I helped to write as a member of the Committee on Inter-
state and Foreign Commerce of the House of Representa-
tives, and that was a very short act. But as the problems of
the Government have multiplied and our society has become
more complex, members of both branches of the National
Legislature and of branches of all legislatures everywhere
have found it more necessary to acquire accurate information
in order to guide them in the matter of legislation.
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We will adjourn in a few weeks and go home. We will p,
at home I hope the remainder of this year. We do not hay,
our minds on legislation when we are at home, we are ng;
writing bills. We are glad to get away from the humdryy,
and the burden of legislation.

When we come back in January, what harm will come it
the President shall appoint some commission to 100k intg a
situation which may require legislation when we reassembls
and if such commission shall have gathered a volume of ip.
formation for our assistance and guidance in the matter of
legislation? What harm is there even if some gentlemey
have suggested a tentative draft of a bill, which we have the
right to change, as in this case we have changed the bij
materially from what it was when it came to us?

Mr. CLARK. Evidently I have not been able to make
myself clear to my distinguished friend from Kentucky.

Mr. BARKLEY. I am sure that is my fault.

Mr. CLARK. No one complains about the furnishing of
information to any committee of the Senate or of the House
of Representatives, or to either body itself. What I am com.
plaining about Is the assumption of infallibility by this body
of experts.

Mark now, how a plain tale shall put my friend down,
The first draft of the bill before us was produced after ¢
months of work under direction of a stellar array of techni-
cal, medical, public-health, hospital, dental, and child-we}-
fare officials.

The bill was prepared, and some 2 or 3 weeks later the
experts of the Treasury Department advised a multitude of
very radical changes in the bill, which were accepted almost
without exception. :

Since then experts advisory to the committees in the
House and in the Senate have brought about many further
modifications, and it is only now, at the last minute, after
all this multitude of changes, that the opinion of these ex-
perts suddenly becomes infallible, and in the face of this
they now maintain that the Federal plan as now contained
in the bill has suddenly achieved such perfection as to jus-
tify the wiping out of benefits of all private plans in favor
of a Government compulsory plan, which will probably
again be changed by the experts.

Mr. President, I have only a few minutes remaining, but
I desire as briefly as possible to state why I think my amend-
ment should be agreed to.

Mr. LONG. Mr. President, before the Senator leaves the
subject he has been discussing, I wish he would not overlook
what the Senator from Kentucky has pointed out, that as
these experts continue to compile our laws the Government
becomes more complex and complicated, and needs more
experts.

Mr. CLARK. That is unquestionably true.

Mr. BARKLEY. If the Senator will yield, of course, that
is not what I said at all, and the Senator from Louisiana
knows it is not what I said. He got the cart before the
horse, as he always does.

Mr. CLARK. 1 do not desire to have the Senator from
Kentucky and the Senator from I.ouisiana engage in a con-
troversy in my time, because I have only 13 minutes left.

Mr. LONG. Mr. President, I beg the Senator’s par-
don——

Mr. CLARK. I must decline to yield, because I have
some serious thoughts I desire to present to the Senate.

The statement was made by the Senator from Mississippl
in the course of the debate—and I know in good faith,
because it was based on the testimony of one of the ex-
perts, to which I myself listened——that there is no private
pension plan more generous and more beneficial to the
employee than the Government plan.

Mr. President, the expert who made that statement before
the Finance Committee, the principal opponent before the
committee of the amendment which is soon to be voted om
was M. W. Murray Latimer. He is the inventor, or the
chief proponent, at least, of the contention which has been
advanced here on the floor that the adoption of the pending
amendment would lead to discrimination against the oldef
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type of employees and the laying off of employees at a fixed
or earlier age. Yet the same Dr. Latimer, before he be-
came an expert testifying in the executive sessions of the
Finance Committee, when he was speaking in public on the
stage at Cleveland in January 1930 to the American Man-
agement Association, used this language:

Talk of general retiring age limit in any industry is sheer myth.

There has been quite a change in Dr. Latimer's position
between the time he appeared independently on his own
responsibility in public and when he appeared in a secret
session of the Finance Committee as one of the experts of
two of these committees.

Mr. President, it is said that there are no private plans
which are more beneficial than the plans set up by the
Government under this bill. I read to the Senate yester-
day a brief description of the plan of one company which
now contributes 4!, percent to a benefit fund as against
3 percent contributed by the employees, and which, in addi-
tion to certain other benefits, provides in the plan an in-
surance policy of the face value of 1 year’s salary for each
employee. )

I now desire to place in the Recorp, Mr. President, some
other advantages in other private plans. What I shall state
i{s by no means comprehensive, but it is merely illustrative.
Many companies under private plans provide that earlier
retirement .for women may be had, or that there may be
special disability retirement.

Companies which normally retire women at age 60, as
against the Government plan of retirement at age 65, are,
among others, the American Insurance Co., the American
Telephone & Telegraph Co., the Clark Thread Co., the East-
man Kodak Co., the General Foods Corporation, the
Rochester Gas & Electric Corporation, and the Standard Oil
Co. of Ohio.

Plans which retire disabled men before age 65, which is a
feature strictly forbidden under this Government plan,
among others, are the Boston Consolidated Gas Co., which
permits retirement at any age after 15 years' service; the
Electric Storage Battery Co., which permits retirement at
any age after 15 years' service; the International Harvester
Co.; the Standard Oil Co. of New Jersey; and the United
States Steel Corporation.

Plans which retire men, not disabled, before age 65 after
a specified length of service, among others, are Armour &
Co., Commonwealth Edison Co., Spool Cotton Co., and the
Standard Oil Co. of California.

Mr. President, the trouble with these experts is that they
take their model from the ancient highwayman of old Attica,
Procrustes, whose custom it was, so we are told in fable,
to overpower wayfarers passing along a certain route and
compel them to lie upon a bed which he had specially con-
structed. Those wayfarers who happened to be too short
to fill up the bed had their legs stretched out to the length
of the bed, and those unfortunates whose legs happened to
be longer than the bed had their legs hacked off. That is
the principle of the experts with reference to this bill in
Obposing such an amendment as that which I have proposed.

ere the legs of any private plan are too short to'fit the
n:)odel which the Government has made, no one bas any
fn gection to having those legs stretched out; but it seems
legre than passing hard and passing unfair to require the
o usS of those companies which happen to have more gener-
hacknlans, which happen to be too long for the bed, to be
off ed off, more particularly when the length of leg hacked
would be for the benefit of the employees concerned.
mfﬁf‘ [President, it was stated by the Senator from Missls-
Kenty Mr. Harrison] yesterday and by the Senator from
emplo cky [Mr. Barkrey) a while ago that no employers or
ment,yef's were concerned about the passage of this amend-
faith, b know that they both made that statement in good
ut, for their information, I should like to say to them
Ployers ave on my desk here letters from more than 75 em-
than mDOW having plans more beneficial to the employees
€ Government plan, who protest against having their
dlans wiped out,
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It was stated that the adoption of this amendment would
ruin the structure of the bill. That certainly has not al-
ways been the opinion of these experts, because in the
March-April 1935 number of the Manager’s Magazine, Dr.
E. E. Witte, who sits upon the floor of the Senate as the
adviser of the Senator from Wisconsin [Mr. La FoLLETTE],
used this language:

At the present time, there is no exemption offered to the em-
ployer who has already embarked on a plan of private annuities,
either with a life-insurance company or by some oOther means
1 those insurancd companies underwriting such cases were to
offer a reascnable amendment to the pending bill urging an ex-
emption for such employers, it might be accepted. There would
probably be two points insisted upon, however, by our committee
or by the Social Insurance Board set up under the bill, namely,
(1) the ability of the insurer to guarantee security of the fund,
and (2) the transferability of the amount vested in the employee
in case he leaves his present employer.

Mr. President, both of those features are completely cov-
ered in the amendment which I have proposed, and I read
that statement simply for the purpose of showing that the
statement which has been repeated here on the fioor by vari-
ous Senators that the adoption of this amendment would
ruin the whole structure of the bill is apparently entirely
without foundation; at least it was not recognized by one of
the chief experts of the committee, Dr. Witte.

In closing, 1 simply desire to emphasize the fact®that
Senator after Senator in opposition to this amendment has
made the statement that the adoption of this amendment,
providing for the retention of private pension plans, would
redound to the disadvantage of the older employees; and
yet, although the Senator from New York [Mr. WacnNer],
the Senator from Mississippl [Mr. Harrisox], the Senator
from Wisconsin [Mr. La ForLeTTE], and others have been
requested to point out wherein that was possible, not one
of them has been able to lay his finger on the manner in
which that would be possible and to justify the statement.

The fact is that this amendment, in its present form,
containing the provision that the contribution to the fund
by any employer shall not be less than the amount of the
tax, makes it absolutely impossible for any employer to
profit to the extent of one penny by having younger em-
ployees. The only effect of cheaper insurance by reason
of younger employees would be to enable the employer to
purchase larger annuities, which would redound to tlas
benefit of the employee and not of the employer.

The provisions of this amendment make it absolutely cer-
tain that the employee can leave the private pension system
at any time at his option and go into the Government
system, taking with him not less than the amount which
would have been to his credit in the Government fund
if he had been under the Government {und from the very
beginning.

Therefore I submit it 1s not to the interest either of the
public or of the employers to penalize employees who now
are under the more liberal pension systems than that pro-
posed to be set up by the Government plan. It s not to
the interest of the public to prohibit forward-looking em-
ployers who are anxious to be more generous to their em-
ployees than would be the system provided in this bill. I
point out further that under the provision of the amend-
ment the conditions of the private plan must be such as to
meet the approval of the board to be set up under this
bill for the administration of the whole bill, and that under
this amendment the duty is imposed on that board in the
future to follow up the operations of the various private
pension plans, and to insure their conformance to the condi-
tions set forth in the amendment. ,

1 now suggest the absence of a quorum.

Mr. LA FOLLETTE. Mr. President, will not the Senator
be generous enough to withhold his suggestion of the ab-
sence of & quorum in order that I may utilize the remaining
time before 1 o'clock in order to read a letter into the
RECORD?

Mr. CLARK. Mr. President, I shall be glad to yileld the
remainder of my time to the Senatar from Wisconsin.

Mr. LA FOLLETTE. Mr. President, yesterday I made the
statement that I was authorized to declare that the Amer-
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ican Federation of Labor was opposed to this amendment.
I shall take the opportunity of using the remaining minutes
to read a letter which I received from Mr. William Green,
president of the American Federation of Labor, addressed
to myself, dated June 19, 1935, as follows:

AMERICAN FEDERATION OF LABOR,
Washington, D. C., June 19, 1935.
Hon. RopzaT M. LA FoLLETTE, JI.,
United States Senate, Washington, D. C.

DEAR SENATOR: The American Federation of Labor is unalterably
opposed to the Clark amendment to H. R. 7260, the soclal-security
bill. The amendment proposes to continue in operation private
insurance schemes in effect in various industries. This would
exempt these industries that have old-sge-pension plans from pay-
ing the tax provided in the bill.

It 1s well known that the management of many industries dis-
charge employees when they approach the retirement age. In-
formation was given the Senate that in the packing industry,
for instance, the private insurance plan has been a success. It
must not be forgotten that a few years ago when the packing
plants of Nelson Morris & Son were sold to Armour & Co. the
insurance plan in effect in the former's plants was canceled.
Although many employees had contributed for many years to the
insurance plan, they never received a penny in return after the
sale of the company to Armour & Co.

Another great objection to private pension plans is that it tends
to discourage the employment of older men. Men more than 40
years of age are refused employment. There 18 no hope for them
except through the enactment of the natifonal-security bill.

Thére are many r2asons why the Clark amendment should be
defeated. It would prevent many thousands of persons over 65
years of age ever recelving old-age pensiocns. On the other hand,
if the security bill 18 passed as written, those entitled to old-age
pensions will receive them.

Private insurance plans were originated in industries which
objected to the employees joining trade unions. It was an incen-
tive to the organization of company unions which gave the Indus-
tries complete control over their employees.

Therefore the American Federation of Labor can see nothing to
the advantage of the workers in exempting private insurance
plans in the proposed law.

Yours very truly,
Wu. GrEEN,

President American Federation of Labdbor.

The PRESIDENT pro fempore. The hour of 1 o’clock
having arrived, under the unanimous-consent agreement en-
tered into yesterday, the Senate will now vote on the amend-
ment offered by the Senator from Missouri [Mr. CLARK].

Mr. LA FOLLETTE. I suggest the absence of a quorum.

The PRESIDENT pro tempore. The clerk will call the
roll

The Chief Clerk called the roll, and the following Senators
answered to their names:

Adams Connally g Radcliffe
Ashurst Coolidge La Follette Reynolds
Austin Copeland Lewls Robinson
Bachman Costigan Logan Russell
Balfley Dickinson Lonergan Bchall
Bankhead Dieterich Long Schwellenbach
Barbour Donahey McGill Sheppard
Barkley Duffy McKellar Shipstead
Bilbo Fletcher McNary Smith
Black Frazier Maloney Stelwer
Bone George Metcalf Thomas, Okla.
Borah Gerry Minton Townsend
Brown Gibeon Moore Trammell
Bulkley QGore Murphy Truman
Bulow Guffey Murray Tydings
Burke Hale Neely Vandenberg
Byrd Harrison Norris Van Nuys
Byrnes Hastings Nye ‘Wagner
Capper Hatch O'Mahoney Walsh
Caraway Hayden Overton Wheeler
Chaves Jobnson Pittman White
Clark Keyes Pope

The PRESIDENT pro tempore. Eighty-seven Senators
having answered to their names, a quorum is present.
. The question is on agreeing to the amendments offered by
the Senator from Missouri [{Mr. CrLarkx].

TLe amendments «”ered by Mr. CLARK are as follows:

On page 15, after line 33, to insert the following:

“('T) Service performed in the employ of an employer who has in
operation a plan providing annuities to employees which is certified
by the board as having heen approved by it under section 702, tf the
employee performing such service has elected to come under such
plan; except that if any such employee withdraws from the plan
before he attains the age of 65, or if the board withdraws its ap-
proval of the plan, the service performed while the employee was
under such plan as approved sball be construed to be employmens
as defined in this subsection.”
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On page 43, line 11, after “ Sec. 702.”, insert “(a).”

On page 43, lines 17 and 18, add the following new paragraphs.

“(b) The board shall receive applications from employers w;
desire to operate private annuity plans with a view to proviqy
benefits in lieu of the benefits otherwise provided for in title nl’c
this act, and the board shall approve any such plan and issue a cep,
tificate of such approval {f it inds that such plan meets the folloy,
ing requirements:

“(1) The plan shall be available, without limitation as to age,
to any employee who elects to come under such plan: Pr
That no employer shall make election to come or remaln under the
plan a condition precedent to the securing or retention of employ,
ment.,

“(2) The benefits payable at retirement and the conditions as ty
retirement shall not be less favorable, based upon accepted acty.
arial principles, than those provided for under section 202.

“(3) The contributions of the employee and the employer shay
be deposited vith a life-insurance company, an annuity organizy.
tion, or a trustee approved by the board.

“(4) Termination of employment shall constitute withdraws
from the plan.

“(5) Upon the death of an employee, his estate shall recelve an
amount not less than the amount it would have received if the
employee had been entitled to receive benefits under title 11 of
this act. ’

“{(c) The board shall have the right to call for such reporty
from the employer and to make such inspections of his records
as will satisfy it that the requirements of subsection (b) are bet
met, and to make such regulations as will facilitate the operation
of such private annulty plans in conformity with such require.
ments.,

“(d) The board shall withdraw its approval of any such plan
upon the request of the employer, or if it finds that the plan or
any action taken thereunder falls to meet the requirements of
subsection (b)."”

On page b2, after line 7, add the following new paragraph:

*(7) Service performed by an employee before he attalns the
age of 65 in the employ of an employer who has in operation
a plan providing annuities to employees which 1s certified by the
board as having been approved by it under section 702, if the
employee has elected to come under such plan, and if the Com-
missioner of Internal Revenue determines that the aggregate an-
nual contributions of the employee and the employer under such
plan as approved are not less than the taxes which would other-
wise be payable under sections 801 and 804, and that the em-
ployer pays an amount at least equal to 50 percent of such taxes:
Provided, That if any such employee withdraws from the plan
before he attains the age of 65, or if the board withdraws its
approval of the plan, there shall be pald by the employer to the
Treasurer of the United States, In such manner as the Secretary
of the Treasury shall prescribe, an amount equal to the taxes
which would otherwise have been payable by the employer and
the employee on account of such service, together with interest
on such amount at 8 percent per annum compounded annually.*

Mr. CLARK. 1 ask for the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll.

Mr. BULKLEY (when his name was called). I have a
general pair with the senior Senator from Wyoming [Mr,
Carey], who is necessarily absent from the city. I under-
stand that a special pair has been arranged for him on this
vote, which leaves me free to vote. I vote * yea.”

Mr. LOGAN (when his name was called). I have a gen-
eral pair with the senior Senator from Pennsylvania [Mr.
Davis], who is absent. I am advised that if he were present
he would vote “ yea ”, and, as I intend to vote the same way,
I feel at liberty to vote. I vote “ yea”

The roll call was concluded.

Mr. NYE (after having voted in the negative). On this
question I have a pair with the senior Senator from Vir-
ginia [Mr. Grass]. If he were present, he would vote “ yea.”
Under the circumstances I withdraw my vote.

Mr. AUSTIN. The Senator from Wyoming [Mr. Carxyl
i3 necessarily absent. He is paired on this question with
the Senator from Utah [Mr. THOMAS). If present, the Sen-
ator from Wyoming would vote “ yea ", and the Senator from
Utah would vote “ nay.”

Mr. LEWIS. I announce that the Senator from Virginis
{Mr. Grassl, the Senator from California [Mr. McApool,
and the Senator from Nevada [Mr. McCarraN] are unavoid-
ably absent, and that the Senator from Utah [Mr., TrOMAS]
is detained on important public business.

I desire to announce the following pair on this question:

The Senator from California [(Mr. McApoo] with the
Senator from Nevada [Mr. McCarzax]. I am not advised
how either Senator would vote if present.

The result was announced—yess 51, nays 33, as follows:



YEAS—81

ams Clark Keyes Pittman
ﬁgstln Coolidge Pope
Bachman Copeland Lewis Russell
Balley Dickinson Logan Schall
Barbour Dieterich Lonergan Smith
Borah Dufty Long Steiwer
Bulkley George McGil Townsend
Bulow McKellar Truman
Burke Gibson McNary Tydings
Byrd Gore Maloney Vandenberg
Capper Hale Me Van Nuys
Carawsy Hastings Moore White
Chavez Hatch O'Mchoney

NAYS—35
urst Costigan Minton Bchweuepbu:h
gir;khesd Donahey Murphy Sheppard
Barkley Fletcher Murray Shipstead
Bilbo Frazier Neely Thomas, Okla,
Black Guffey Norris Trammell
Bone Harrison Overton Wagner
Brown Hayden Radcliffe Walsh
Byrnes Johnson Reynolds Wheeler
Connally La Follette Robinson
NOT VOTING—#8

e Glass McCarran Nye
g:ru;m McAdoo Norbeck Thomas, Utah
Davis

So Mr. CLARK'S amendment was agreed to.

Mr. BORAH. Mr. President, I offer an amendment, which
I send to the desk and ask to have stated.

The PRESIDENT pro tempore. The amendment of the
Senator from Idaho will be stated.

The CuIEF CLERK. It is proposed, on page 4, line 21, after
the comma, to insert “and (2) an amount, which shall be
used exclusively as old-age assistance, sufficient to make the
Federal contribution with respect to each such individual for
each month in the quarter $30.”

On page 4, line 21, strike out “(2)* and insert “(3).”

On page 4, line 22, strike out “amount” and insert
‘“ amounts.”

On page 5, lines 5 and 6, strike out “ clause (1) ” and insert
“clauses (1) and (2).”

On page 5, line 10, after * clause ” insert “(1).”

On page 5, line 24, strike out “ clause (1)” and insert
“clauses (1) and (2).”

Mr. BORAH. Mr. President, the principle of the amend-
ment was discussed somewhat at length some days ago. The
amendment would make it certain that all persons 65 years
of age and over shall receive $30 per month. The amend-
ment is, on page 4, line 21, after the comma, to insert the
following:

And (2) an amount, which shall be used exclusively as old-age
assistance, suficient to make the Federal contribution with respect
to each such indit.dual for each month in the quarter $30.

In other words, if the State shall prcvide $15, the National
Government shall provide $15. If the State shall provide $10,
the National Government shall provide $20. The object and
purpose of the amendment are to assure that not less than
$30 shall be provided for those 65 years of age or over.

Mr. WAGNER. Mr. President, will the Senator yleld?

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senaor from New York?

Mr. BORAH. I yleld.

Mr. WAGNER. If the State should appropriate nothing,
Would the Federal Government then contribute $30 to the
individual? Is that the Senator’s idea?

Mr. BORAH. No. If the contribution of the State should
be absolutely nothing, then the Federal Government would
contribute absolutely nothing; but if the State should provide
$5 or $10, the National Government would contribute an
amount which would make the total $30.

Mr. WAGNER. If the State should contribute only $1,
then the Federal Government would contribute $29?

Mr. BORAH. That is quite correct. But I do not accept
the theory that the States will not do all they are able to do.
The people of the States are just as humane and just as

to take care of their aged as is the Congress. It is
unjust to argue this matter upon the theory that the people
of the States are slackers; it is a question of ability,
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Mr. STEIWER. Mr. President——

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator {rom Oregon?

Mr. BORAH. I yield.

Mr. STEIWER. May I ask the Senator what determines
the relative contributions of the several States and the United
States under the proposal of the Senator, whether it shall be
$10 or $15 or $20?

Mr. BORAH. The State determines how much it will put
up. My amendment provides that whatever additional
amount is necessary to make it $30, the National Government
shall contribute that much.

Mr. STEIWER. In other words, the State would deter-
mine the amount of its contribution in each case, and the
Federal Government would merely supplement it with the
idea of making the total contribution $30?

Mr. BORAH. Exactly.

Mr. HARRISON. Mr. President, the amendment is not
in agreement with what the Senator said he intended to
offer, as I read the amendment. I{ reads:

An amount, which shall be used exclusively as old-age assistance,
sufficlent to make the Federal contribution with respect to each
such individual for each month in the quarter $30.

Mr. BORAH. That is correct.

Mr. HARRISON. It would seem from the printed amend-
ment which I have read that what the Senator Is attempting
to do is to exact from the Federal Government $30 a month.

Mr. BORAH. Not at all. The wording of the bill re-
mains as it is. In other words, a State plan for old-age
assistance must provide that it shall be in effect in all
political subdivisions of the State, and, if administered by
them, be mandatory upon them. Second, it provides for
final cial participation by the State. Third, such a State.
plan must ‘“ either provide for the establishment or desig-
nation of a single State agency to administer the plan ”, and
so forth. All that language remains as it is, and I simply
add that the State must put up something, the State must
make its contribution, otherwise there is no provision what-
ever for payment to its old-age people. If the State puts
up $15, then the National Government contributes $15.

Mr. HARRISON. Does the Senator have any doubt, if
his amendment should be adopted, that the States would
contribute the very minimum and the whole burden would
then be upon the Federal Government?

Mr. BORAH. The State would have to contribute some-
thing before it could get anything.

Mr. ROBINSON. Mr. Presideut, may I ask the Senator
from Idaho how much the State would have to contribute?

Mr. BORAH. The State must determine first what it
shall contribute. If the State should contribute $1, the
Federal Government would contribute $29. I do not recog-
nize the principle that the State would seek to get from
under its burden or its obligation. There is just as much
reason to assume that the people in a State will be anxious
to take care of their people as that the National Govern-
ment will desire to do so.

Mr. ROBINSON. But the difficulty about the Senator’s
amendment is that it provides that in case the States do
not contribute substantially the Federal Government shail
make contribution to the amount of $30. The Senator need
not be misled about the matter. The amendment invites
the States to make a minimum contribution. In my judg-
ment, if the amendment should be adopted it would mean
that the Federal Government would bear practically the
entire burden of this title.

Mr. BORAH. That is on the assumption that the States
have no sense of responsibility and no idea of discharging
their responsibility in regard to this matter. It proceeds
upon the theory that the Congress has the power——

Mr. ROBINSON. Mr. President, will the Senator pardon
me?

Mr. BORAH. I pardon the Senator.

Mr, ROBINSON. I do not think that conclusion is jus-
tified.

Mr. BORAH. And I think it is justified.
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Mr. ROBINSON. I think the language of the amend-
ment provides that the States must contribute something,
but no matter how little they contribute the Federal Gov-
ernment will contribute the remainder up to the amount of
$30 per month. In the case of a State which is in straitened
circumstances financially, under the amendment the natural
result would be for the State to contribute just as little as
is possible in order to secure for its citizens the beiefits of
the bill.

Mr. BORAH. I assume that the State will contribute
whatever it can contribute. I assume that the State will
be perfectly willing to discharge its responsibilities toward
its old people. The States are just as likely to do it as is
the Congress of the United States. If they cannot do so,
if a State is unable to make its appropriation, then I say
the old people should not be left without help; that they
should not be left without sufficient means to take care of
themselves; and $30 a month is a very small amount, in my
judgment, to take care of these people. To proceed upon
the theory that a State will do nothing it it is able to do it
is, in my judgment, a wrong theory.

Mr. ROBINSON. But the Senator’s amendment does not
require the States to do all they are able to do. It leaves
it absolutely optional with the State to determine the amount
which it shall contribute, and therein lies the vice of the
amendment. I, no more than the Senator from Idaho, wish
to cast any reflection upon a State, but I know there
are some States whose financial condition is such that they
would naturally resort to the policy of contributing just as
little as would be necessary in order to obtain the Federal
contribution.

Mr. BORAY. I have no doubt there are States which are
financially in such condition that they would not be able to
meet the full $15 contributfon. It is for that reason that I
do not want the old people in those States to suffer simply
because the State is unable to take care of the situation.
I do not recognize the principle that the State will not do all
it can do. The very fact that the Ndtional Government is
willing to assist in the matter in case the State undertakes
to do something will encourage the people of the State to
undertake to do what they can do.

I have no doubt that they would do all they can do; and
if they do all they can do, but are unable to put up the
necessary amount, shail we leave the old people without
any means whatever of being taken care of in this situation?

Mr. President, I ask for the yeas and nays upon this ques-
tion.

Mr. LONG. Mr. President, will the Senator yield?

Mr. BORAH. I yield.

Mr. LONGQ. There are some of us who would like to vote
for this amendment, particularly the Senator from Georgia
and myself, who represent States which are affected by a
constitutional inhibition. I wonder if the Senator would not
permit us to add just a couple of words at the end of the
amendment to provide that this requirement shall apply
for the year 1937. In other words, some States cannot sub-
mit constitutional amendments until the fall of 1936, close
to 1937, and this amendment, as I understand, requires the
State to make some contribution. That will give these
States a chance to be prepared. Many States, even though
they should adopt a constitutional amendment, would not
be able to raise the necessary revenue within this length of
time.

Mr. BORAH. Mr. President. I should like to take care
of those States which are not in a position to do anything
whatever, but I felt that if I undertook to do that it would
undoubtedly result in the defeat of the amendment. What is
it that the Senator wishes to insert?

Mr. LONG. I do not wish to have the Senator endanger
his amendment at all. I desire to insert a provision that
the requirement as to contribution from any State shall not
be effective before the first, say, of 1937. This is the middle
of 1935. The Senator is calling on a State to ralse a great
deal of revenue.

Mr. BORAH. The Senator would be no better off if that
were done. He could not come in under the present bfll.

Mr. LONG. We could, perhaps, but Georgia could not.
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Mr. BORAH. My desire in this matter is to make certain
that the old people shall receive at least $30 a month. g
believe that each sovereign State will discharge its duty anq
responsibility in accordance with its financial ability to do sq,
There is not any more reason to suppose that a State wip
refuse to discharge its obligation than there is to supposa
that Congress will do so. The authorities of the State fee]
& deep interest in their people, the same as we do. They
have a humanitarian feeling the same as we have. They
will take care of the condition if they can, but if they cannot,
shall we leave the old people uncaced for?

Mr. HARRISON. Mr. President, I do not desire to delay
action on this amendment. All Senators wish to do what
they can for the needy aged; but if this amendment shoulq
be adopted it would change the whole structure of thig
measure. It would properly raise the question of which
should have jurisdiction as between the State authorities
and the Federal Government in determining who should be
eligible for benefits if the Federal Government were to make
twenty-nine thirtieths of the appropriations for these people,
which could be done under the Senator’s amendment. Cer.
tainly, if his amendment should be adopted the States could
all point to financial burdens as a justification and appropri.
ate $1 each for their needy individuals, leaving the Federal
Government burdened with $29, that it would have to carry
under the amendment. If some States were to give more
than $1, & hue and cry would go up as to inequality among
the States with reference to that matter.

We have exercised our judgment as best we could in try-
ing to inaugurate a policy ! the Federal Government co-
operating with the States, each giving one-helf. Is not
every State in the Union in a better position under such a
plan than it has been heretofore? The Federal Govern-
ment heretofore has appropriated nothing for this purpose,
and the States have had to take entire care of their needy
aged people, except, of course, under the relief measures,
We are now proposing to give them $15 per month out of the
Federal Treasury. Of course it might be appealing to go
back to our respective constituents and say, “ X voted to give
you gentlemen $30 of Federal funds instead of $15"; but
we must look after some other things than merely winning
votes from our constituents on this question,

We are doing more than any other Congress has attempted
to do In providing $15 out of the Federal Treasury if the
States put up $15. If the State puts up $10, the Federal
Treasury will put up $10—an equal amount with the State.
So let us not get into a controversy here and delay the pas-
sage of the bill over the question as to whether the Federal
Government ought to put up four-fifths and the States one-
fifth, or the Federal Government two-thirds and the States
one-third, or the States $1 and the Federal Government $29.
If we adopt this amendment, we shall have to undo the
whole policy we have already adopted in providing for State
determined and administered plans. If the funds are practi-
cally all Federal funds, we should naturally provide admin-
istration from Washington. The authorities here would di-
rect the administration of this measure, and say who, among
the people over 65 years of age, are needy and should recelve
these payments. In other words, the amendment would
necessitate a change so that decislons would be made by 8
bureau here In Washington and not by the authorities in
the local communities of the country. I prefer to leave the
jurisdiction in the States and to let the State legislatures
and the State authorities determine who ic the needy indi-
vidual who deserves and is entitled to this particular pen-
sion. Then if the State puts up $15 or $10, the Federal Gov-
ernment will match the $15 or $10.

So I hope the amendment will be voted down, because it
would jeopardiz> the whole structure of the bill.

Mr. FLETCHER. Mr. President, X should like to ask the
Senator a question. Is it necessarily required that the State
as a State shall make the contribution, or may the State,
through its county commissioners, make it?

Under the laws of Florida, the State as a State would not
be permitted to make the contribution, but the county com-
missioners could arrange to raise the money,
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Mr. HARRISON. I may say to the Senator that it is the
aggregate of what the counties put up and what the Statg
puts up that the Federal Government will match. It is not
confined to the State itself, but is broadened so as to take
in communities also.

Mr. STEIWER. Mr. President, will the Senator yield?

Mr. HARRISON. I yield.
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the construction which the Senator from Idaho places upon
the amendment?

Mr. HARRISON. No; I do not accept that construction
of it. I know what the Senator intended; but, although I
have not had time to read the amendment carefully in
connection with this provision, Mr. Beaman and others of
the experts tell me they construe it differently; that under
the amendment the Federal Government must put up $30;
and that is the way I read it. But, be that as it may, the
Senator can change the provision if there is any Z2oubt
about it.

Mr. BORAH. There is not any doubt about it. There is
not any occasion for changing the language. No man with
a sane mind would contend that for a moment. Nothing
goes to the State unless the State puts up something.

Mr. STEIWER. Mr. President, will the Senator yield
further? I desire to make an observation about that matter.

Mr. HARRISON. 1 yield to the Senator.

Mr. STEIWER. It occurs to me that the pending pro-
posal made by the Senator from Idaho leaves the subdi-
vision, numbered 1, on page 4, just exactly as it is; and that
the result of the amendment would be, if enacted in the way
now proposed, that the Federal Government, under subdi-
vision numbered 1, would match the money put up by the
State to the extent of the aggregate amount of $30 per
month. That is to say, if the State put up $15, the Govern-
ment of the United States would put up $15. If the State

put up $10, the United States would put up €10, The pend-
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ing amendment contains added language which provides that
the United States shall provide an additional amount. I now
read the amendment—

And (2) an amount, which shall be used exclusively as old-age
assistance, sufficient to make the Federal contribution with re-
spect to each such individual for each month in the quarter $30.
. Mr. President, what is it that amounts to $30? 1Is it the
total? Of course not. 1 agree with the Senator from Idaho
that this language is perfectly clear. I think there is no
ground for misunderstanding or misconstruction. The lan-
Buage provides that the contribution of the Federal Gov~
ernment for each such month shall be $30.

Mr, HARRISON. How does the Senator get away from
the plain language of the amendment, which says—

Bufficient to make the Federal contribution with respect to each
8uch individual) for each month in the quarter $30.

Mr. STEIWER. There is no way to get away from it.

Mr. HARRISON. That is the Federal contribution.

Mr. STEIWER. That is right. X the State put up $15
under subdivision no. 1, the United States would put up
$15; and then, under the pending amendment, which is
Iarked * Subdivision No. 2 ” the United States would put up
Another $15 in order to make the Federal contribution $30;
and in that case the net result would be a payment to each
Person of $45 per month, two-thirds of which payment
Would be provided by the United States,

I do not wish to vote for that proposition. I am sym-
gathetlcalhi disposed toward the proposal made by the

ator from Idaho as he explained his proposal. It is
g?-"? for me to approve a guaranty of a minimum payment
Jec:% per month. If we are to enact a law on this sub-
sore the payment ought to be sufficlent in amount to mean
- ething to the recipient of the payment. An aggregate

Yment substantially less in amount than $30 per month
bmmadequat.e. It will not accomplish the purposes of the
pre. 1 am wondering if, in order to have that proposition

esented, some Senator would not care to revise the pend-
Doielunendmem: in order that it may accomplish the pur-
sought by the Senator from Idaho,
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Mr. BORAH. What is the proposal which the Senator
makes?
Mr. STEIWER. I have not atiempted to phrase jt. I
merely asserted that I am sympathetic toward the idea
of a8 minimum guaranty of $30 a month. It would seem
the way to secure such guaranty is to add to the present

subdivision no. 1 merely a proviso that the Federal con-
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total paid shall be $30 per month,

Mr. BORAH. That is precisely what I thought I was
doing, and what I believe I am doing.

Mr. FLETCHER. 1 suggest that the Senator change the
word “ Federal ”, in line 3, so as to make the “ total contribu-
tion ”, instead of *“ Federal contribution ”, $30 a month.

Mr. BORAH. I am willing to consider that.

Mr. WALSH. Wil'! the Senator from Idaho explain
whether or not that change will require the same amount
to be contributed by the Federal Government as is contrib-
uled by the State government?

Mr. BORAH. As I understand, as the amendment would
read with the change, if a State government should put up
$5 or $10 or $15, the Federal Government would match the
amount the State contributed, and then an additional amount
so as to make the total contribution $30. If the State gov-
ernment should put up $30, the Federal Government would
not put up anything.

Mr. WALSH. By changing the word * Federal ” to * total ”
it would mean that it would be possible for the Federal
Government to have to contribute as much as $29.

Mr. BORAH. If the State put up only $1, that would be
true. I am not so deeply interested in the division of sover-
eignty, as to who puts up the money, but I want the money
contributed. If the State cannot do it—and I take it that
the State will do it if it can—if the State is unable to do it,
then I want the National Government to contribute, to have

the nld follk takan cara af
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Mr. FRAZIER. Mr. President, I am very strongly in sym-
pathy with the amendment of the Senator from Idaho.
There are many States which, because of conditions due to
drought and other circumstances, are not able to collect
taxes from the taxpayers. I am satisfied that there are quite
8 number of States which could not meet the $15 contribu-
tion provided for in the original bill. That would mean
that the old people in those States above 65 years of age
would have no pensions.

It seems to me the amendment would provide a means of
giving practically all the States a chance to make a small
appropriation so that the old people would get $30. I have
great confidence in the States putting up as much as they
can, and when conditions improve, if they can put up con-
tributions equal to those of the Federal Government, they
will do s0.

Furthermore, during the last few years there have been
old-age pension organizations formed all over the Nation,
which, as we know, have advocated much larger pensions
than are suggested. True, the money is to be raised in a
different way from that provided here, but that does not
alter the fact that those organizations are out for larger
pensions, and are advocating larger pensions, and I know
they will not be satisfled with the provisions of this measure,

It seems to me that the amendment of the Senator from
Idaho would help greatly in assuring at least $30 for old
people in States where the States can put up some money,
and even if it is limited to only a few years, it would help
very materially, in my opinion. I hope the amendment will
be agreed to. .

Mr. BORAH. Mr. President, In order to make the matter
beyond question, I desire to limit the contribution to $30.
I do not want any loophole left. I therefore ask leave to
insert, after the word * contribution” in line 3, the words
“ plus the State's contribution with respect to each such
individual for each month, not less than $30.” That would
not create any obligation on the part of the National Gov-
ernment to put up more than the difference between what
the State would contribute and $30.



9634

Mr. HARRISON. If the State contributed a dollar the
Federal Government would contribute $29, but the whole
contribution could not be more than $30.

Mr. BORAH. That is quite correct.

Mr. WALSH. It simply makes more definite the point
the Senator has ralsed.

Mr. BORAH. That is right. There need be no mistake
about it, so far as I am concerned; that is what I desire.

The PRESIDING OFFICER (Mr. MinToN in the chair).
The question is on agreeing to the amendment offered by
the Senator from Idaho, as modified.

Mr. BORAH. 1 ask for the yeas and nays.

The yeas and nays were ordered, and the legislative clerk
proceeded to call the roll

Mr. LOGAN (when his name was called). I have a pair
with the senior Senator from Pennsylvania [Mr. Davisl. In
his absence, not knowing how he would vote, I withhold my
vote. If permitted to vote, I should vote “ nay.”

The roll call was concluded.

Mr, LEWIS. I wish to announce that the Senator from
Utah [Mr. TaoMas] is detained on important public business.

I also wish to announce that the Senator from Oregon
[(Mr. McNarY] has a pair on this question with the Senator
from Georgia [{Mr. RusseLL]. The Senator from Oregon
would vote “yea® and the Senator from Georgia would
vote “nay ” if present.

I desire also to announce that the Senator from Arizona
[Mr. AsruUrsT], the Senator from North Caroling [Mr.
BamLryl, the senior Senator from Georgia [Mr. GEORGE],
the Senator from Virginia (Mr. Grass], the Senator from
California [Mr. McApoo], the Senator from Nevada [Mr.
Prrtman], the junior Senator from Georgia (Mr. RUSSELL],
and the Senator from South Carolina {Mr. SMITH] are neces-
sarily detained from the Senate.

Mr. NYE. Announcing my pair with the senlor Senator
from Virginia [Mr. Grass] as previously, I beg to announce
that were he present he would vote “nay”; and if I were
permitted to vote X should vote “ yea.”

Mr. BULKLEY. I repeatthe announcement of my general
palr with the senior Senator from Wyoming [Mr. CAreYl.
Not knowing how he would vote on this amendment, I trans-
fer my pair to the junior Senator from Utah [Mr. THOMAS]
and vote “ nay.”

The result was announced—yeas 18, nays 60, as follows:

YEAS—I8
Bilbo Prazier Pope Thomas, Okla.
Bone Johnson Schall Trammell
Borah Lewls Bchwellenbach  Wheeler
Capper Long Shipstead
Copeland McCarran Stelwer

NAYS—60
Adams Clark Hatch Norris
Austin Connally Hayden O’Mahoney
Bachman Coolidge Keyes Overton
Bankhead Costigan King Radcliffe
Barbour Dickinson La Pollette Reynolds
Barkley Dieterich Lonergan Robinson
Black Dufty McGill Sheppard
Brown Fletcher McKellar Townsend
Bulkley Gerry Maloney Truman
Bulow Gibson Metcalf
Burke Gore Minton Vandenberg
Byrd Guffey Moore Vad Nuys
Byrnes Hale Murphy ‘Wagner
Caraway Harrison Murray Walsh
Chaves Hastings Neely White

NOT VOTING—17

Ashurst Donahey McNary B8mith
Balley George Norbeck Thomas, Utah.
Carey Qlass Nyeo
Couzens Logan Pittman
Davis McAdoo Russell

So Mr. Borar’s amendment was rejected.

Mr. LONERGAN. Mr. President, I send to the desk an
amendment which I ask to have read,

The PRESIDING OFFICER. The amendment will be
stated.

The Cruxr CrLErg. On page 72, after line 6, it 15 proposed
to strike out all of title XTI, including all sections and para-
graphs thereof on pages 72, 73, 74, 75, 16, T1, 18, 79, and to
the end of the first paragraph on page 80.
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Mr. LONERGAN. Mr. President, title XTI relates to an.
nuity bonds.

The proposal was submitted before the House Ways anq
Means Committee, and was rejected. It was not Incopr.
porated in the bill which came to the Finance Committea ot
the Senate. At a meeting of our committee, when thig
proposal was considered, 12 members out of 21 were present,
Seven voted In favor of the proposal and five voted against
it. Three of the four Senators who voted for the pro
according to their statements in the committee, were under
the belief that insurance companies do not sell annuity
bonds, especially for small sums. I read from the record of
our proceedings:

Senator Barxirry. Let me ask you this: I have a number of life.
insurance policies, not very large, but I have severa! policies, anq
these insurance companies with which I have policies write mg
letiers every few months suggesting an annuity policy that tney
would like for me to take. They are all above my abflity to reach
them. I cannot comply with their terms and take one unless p
be an insignificant amount, because the amount involved in an
initial payment and then the annual payment thereafter is go
large that the ordinary fellow who has not a considerable income
cannot get it at all. What 18 going to happen about that? Thi
is just an inquiry for information. These companies, it seems to
me, do not get out in that little fleld where many people who
might have a desire for an annuity can obtain it. What are we to
do about that?

Then comes my answer:

Senator LoNERGAN. All of the insurance companies with which
I am famillar will write any kind of an annuity policy.

Senator BarxLEY. I do not know any of that sort.

Senator LoNkRGAN. I do not think there is any doubt about it,

Benator BARxLEY. I have the New York Life, the Union Central,
the Penn Mutual, the Equitable, and none of them do.

Senator LONERGAN. We have some of the outstanding insurance
companies in Hartford, Conn. where I reside, and I know that
they do it.

Senator Grorcx. They write small annuities?

Senator LONERGAN. Yes.

Following the action of the Finance Committes, I cone
tacted officials of life Insurance companies to ascertain
whether or not the life insurance companies of my city issue
annuities in small sums. I now quote from a letter dated
May 21, 1935, from the Connecticut Mutual Life Insurance
Co., Hartford, Conn.:

As of December 81, 1934, this company had In force 8,855 single
premium life annulties, representing a total annual income to the
annuitants of §1,653,002.52. The average annual income to each
annuitant was $428.77, which would give an average monthly in-
come of $35.73.

This average monthly income of $35.73 indicates the fact that
the bulk of our annulty business consists of annuities of moderats
slze. As our annuity contracts are about the same as those of
other companies, we belleve these figures are fairly typlical.

I now quote from a letter rvceived from the Phoenix
Mutual Life Insurance Co., of Hartford, Conn., dated May

29, 1935:

Under another group of contracts on the annuity plan we pro-
vide that at a definite time in the future there will be paid an
average Of $455.93 in annuity income per annum, which is the
equivalent of $37.09 per month. These contracts are available in
units of 810 per month of annuity income, and the premium,
depending upon the duration of the contract, may be as low a8
$20 per annum.

I quote from a report submitted to me by the Connecticut
General Life Insurance Co., of Hartford, Conn.:

Title XTI, United States annuity bonds, which was eliminated by
the House, has been reintroduced by the Benate. In the Senate
Finance Committee report, one of the reasons given for this por-
tion of the bill is that “ Insurance companies do not now sell any
considerable number of commercial annuities to individuals in-
stallments. People of small means are practically outside of the
commercial-annuity fleld.” This hardly justifies the issuance of
annuity bonds to provide as high as ¢100 per month old-age in-
come. Many insurance companies will issue policies providing old-
age Income as low as $10 per month, and some even lower. It
seems to me that this portion of the bill should be eliminated,
because the few who will purchase the annuity bonds will most
likely be individuals who can De taken care of by the insurance

compapies.

Mr. President, not only have the life-insurance companies
already written thousands of annuity policies, but they are
preparing to take care of an immense potential market for
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annuities in a much more comprehensive way than the plan
rovided by title XT of this bill
s Dr. S. S. Huebner, dean of the American College of Life
Underwriters, in an article in the Life Insurance Courant,
inted out, as long ago as September 1932, that America is
nidly becoming annuity-minded. He said:
agrsT
puring the past decade premjums paid for annuities have in-
eased relatively more than six times as fast as premiums paid
ff.- 1ife insurance. Annuities are about the only important branch
t7 the insurance business which has gained during the hectic
ears of 1930 and 1831. Relirement pensions are also being con-
Zldered everywhere in industry, by educational institutions, gov-
crnmental bodies, and the like. Moreover, insurance companies
are more and Imore emphasizing *old-age income insurance”,
and wisely so, since the plan emphasizes the utilization of life-
{nsurance proceeds for annuity income purposes during old age.
Instead of preaching death only, as formerly, emphasis is now
placed upon & motive to benefit the policyholder while living.
The aunnujty fieid will soon be ranged adequately along the in-
surance Seld. I believe the growth of the annuity concept among
the American people will be the greatest single deveiopment in
the life-insurance business during the next quarter of a century.
Mr. President, I think these reports point out conclusively
that private insurance companies have developed and are
developing a much more stable field of annuities than tl}e
Senate has perhaps heretofore realized. Here we have a bill
including a section which would put the Government into

~ i it 13 intruda unon
that business in such a way that it would intrude upon

private business enterprise, and no doubt discourage the
widespread development of annuities which is being under-
taken. As has been pointed out, the companies are taking
policies with returns as low as $10 per month to the holder.
Title XI of this bill would provide for annuities of not less
than $60 nor more than $1,200 per annum, which is clearly
an intrusion on the private insurance business.

Besides demoralizing the wonderful progress of annuity
insurance in private companies, this section would place
an unfair burden upon the taxpayers. The Government
would pay the overhead, such as rents, lights, and so forth,
which private companies must figure into their costs. The
taxpayers who would not be interested in the annuities would
be required to carry the burdens of those who received
the annuities. The benefits would go to a particular few

at the expense of the many.

The Government already offers, through the Treasury and
the Post Office Depariments, numerous opportunities for
investments of small savings In the tax-exempt field. An
extension of this program to include annuity insurance
bonds would definitely compete with an important business,
and, moreover, would tend to invite individuals to lean
upon the Government instead of private business and the
various State and municipal governments which are ex-
Dected to participate in this social security program.

The PRESIDING OFFICER. The time of the Senator
from Cornecticut on the amendment has expired. He has
15 minutes on the bill.

Mr. LONERGAN. I will use my time on the bill.

Above all other considerations, I think we should remember,

. President, that the insurance companies of this Nation

ave been our last wall of defense in our depressing times.

€n our banks crumbled and finance was chaotic our insur-
Ance companies stood like the rock of Gibraltar. Ex=ryone
knows that hag they crashed this Nation would have been
Placed in g desperate condition. Property values would have
Yanished and millions more of our people would have been on

e charity and relief lists at the expense of the Government.
e e insurance companies were the last to ask for any gov-
Thmental assistance. Because of their good management
And sound policies, they did not need it so much as did other

USiness enterprises. Thelr position during the depression,
m Iy opinion, was the strongest single contributing factor to
H:;menance of financial stability and public confidence.

em.t‘hey crashed, all confidence would have crashed with

o
i

toNeovv. Mr. President, is the Senate of the United States going
thes:“t into law a provision in this bill which will injure
ment Companies? 1Is the Senate going to place the Govern-
into a definitely private business? Is the United States
te going to discourage sound development of the annuity
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insurance buslness along a much broader front than the
Government could possibly undertake? Is the United States
Senate going to reinsert in this measure a section which was
stricken out by the House, and which never should have been
there in the first place? :

I ask the Senate these questions and believe that Senators
will vote for my amendment, which will do no injury to this
measure, and which will not harm in any way the theory or

the practice of old-age pensions or unemuplovment insuranca

TL2eT Vo LTRSS puaisd NASALAripravy AAAT LAY Adasnaz
for which I have worked for a great many years.

Mr. HARRISON. Mr. President, I merely desire to make
a brief statement. The provision giving an opportunity to
people to buy annuity bonds, with the limitation which is
in the bill, that in no instance may they receive an an-
nuity of more than $100 a month. It was placed there to
take care of a group that did not come within the other
provisions of the measure. I think it is one of the minor
features of the bill; in other words, I think the annuities
provided in title II of the bill, and the old-age pensions
and the unemployment features under other titles are much
more important than is this; hut, for the reasons I have
Just stated, we placed this provision in the bill on the
recommerdation of the President’s committee which inves-
tigated the matter.

Mr. LONERGAN. Mr. President, may I
from Mississippi a question?

Mr. HARRISON. 1 yield.

Mr. LONERGAN. At the time this proposal was before
our committee there were 12 Senators present, were there
not?

Mr. HARRISON. The Senator states the fact correctly
with reference to that.

Mr. LONERGAN. There are 21 members of the com-
mittee, and the vote was 7 to 5.

Mr. COSTIGAN. Mr. President, may I ask the Chalrman
aof the Finance Committee a question?

Mr. HARRISON. Certainly.

Mr. COSTIGAN. It is my understanding that the an-
nuity bond feature of the bill is designed to offer many
million people an opportunity to purchase cheap annuity
insurance, free from premiums to agents, and that the
persons who, under the committee amendment, are offered
this security are employers or employees who do not come

1 £ ¢ il
under other provisions of the bill.

Mr. HARRISON. The Senator has stated the facts cor-
rectly.

Mr. COSTIGAN. The aggregate number of those who
would be enabled, under these provisions, to purchase rea-
sonable annuity insurance would apparently be something
like 22,000,000 people. Does the Senator know whethar
that is a correct estimate?

Mr. HARRISON. That statement was made by Repre-
sentative Lewis, I think, In a very able presentation of this
matter before the Finance Committee.

Mr. COSTIGAN. Mr. President, may I say that it was
on my motion that these provisions were included in the
bill in the Finance Committee? The motion was made
following what was, as the Chairman of the Finance Com-
miftee has just stated, a very able presentation of the rea-
sons for the amendment by Representative Davip J. Lxwis,
of Maryland, who has been a lifelong student of this and
allied questions. Representative LEwis pointed out, as just
indicated, that there are about 22,000000 persons in the
United States at this time who do n>t come under the
protective clauses of the pending bill. Among those are
the self-employed and the members of professions, who
are estimated at this time to be about 11,125,000, and ap-
proximately 10,000,000 workers. The purpose of the pro-
visions, of course, is to permit the purchase from the Gov-
ernment, on reasonable terms, of annuity bonds which winl
guarantee the purchasers incomes running from a minj-
mum of $60 a year to $1,200 a year per person.

When Representative Lewis presented this matter to the
Senate Finance Committee he persuasively enumersted rea-
sons which make these amendments particularly appealing
to Members of the Senate, o professional men of all sorts,

sk the r
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and to employers who are unable, for one reason or another,
to guard against the likelihood that old age will ind them
reduced to need. He made a statement which, with the
permission of the Senate, I should like to have read at the
desk, because it presents the reasons, as concisely as possi-
ble, for the adoption of these amendments.

Mr. LONERGAN. Mr. President, will the Senator from
Colorado yield?

Mr. COSTIGAN. I yield, with pleasure.

Mr. LONERGAN. Dcoes the Senator know whether or
not the United States Government can issue insurance at
a cheaper rate than can insurance companies of long
experience?

Mr. COSTIGAN. Itis my understanding that under these
amendments the Government of the United States would
sell annuity Jonds to investors—-—

Mr. LONERGAN. That is correct.

Mr. COSTIGAN. And that there would be an absence of
the premiums which ordinarily go to insurance representa-
tives.

Mr. LONERGAN. If these bonds were authorized and
issued they would be exempt from taxation, would they not?

Mr. COSTIG.AN. There is a provision exempting the
bonds from taxation, but if the Senator from Connecticut
will consult the amendment he will find & provision which
does not exempt the incore of these bonds from taxation.

Mr. LONERGAN. The Senator from Colorado and the
Senator from Connecticut have been working for some time
to secure the adoption of a constitutional provision so that
in the future such exemption will not be possible.

The next question I should like to ask the Senator from
Colorado is——

Mr. COSTIGAN. Before the Senator from Connecticut
proceeds, may I call his attention to the provision with
respect to tax exemption?

Mr. LONERGAN. The Senator has stated that the pro-
posed law provides that the income from the bonds shall
be taxed.

Mr. COSTIGAN. 1 understand the Senator from Con-
necticut does not dispute the uccuracy of the statement
made? The part to which I refer is section 1105 of the
amendment, which reads as follows:

Brc. 1105. The provizions of sectlon 7 of the Second Liberty
Bond Act, as amended (relating to the exemptions from taxation
both as to principal and interest of bonds issued under authority
of sertion 1 of that act, as amended), shall apply as well to
Uwuted States annuity bonds, except that annuity and redemp-
tlor payments upon United States annuity bonds shall be sub-
Ject to taxation by the United States, any State, and any posses-
slon of the United States, and by any local taxing authority, but
to no greater extent than such payments upon other annulty
bonds or agreements are taxed.

Mr. LONERGAN. Is it the purpose of the Senator from
Colorado to have incorporated in the REecorn the entire
statement made by Representative Lewis?

Mr. COSTIGAN. It is my understanding that the state-
ment made to the Finance Committee by Representative
Lewis was confidential, because made in executive session.

Mr. LONERGAN. 1t is a matter of public record now.

Mr. COSTIGAN. Because of that fact, I asked Represent-
ative Lxwrs to prepare for use of the Senate a statement
summarizing his arguments in support of the amendment
now being considered. That is the statement before me at
this time which I have requested to have read by the clerk
at the desk.

The PRESIDING OFFICER. Without objection, the clerk
will read, as requested.

The legislative clerk read as follows:

1 know & married couple who are past 60. They have saved
some $15,000 in their life’s efforts. If they knew just how long
each of them would live they could provide their own annuity by
fnvesting the $15,000 in safe Government bonds. They could
take enough out of the principal each year, In addition to the
interest, to provide themselves a hundred dollars per month. But
they do not know how long either of them will live, and s0 they
are afraid to touch the pal.

Now, the Government does xnow how long they are going to
live 28 members of a class, and paylng them the jinterest as it
would on the bonds the Government can take enough out of the
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principal each year to provide them annuity for which thq
fully pay.

Take again, a case of a husband who has a $15,000 estatas, Ha
wishes to provide for his wife in the event of his death. Ip
Wwill he can have the estate converted into a life apnuity for y,
benefit instead of having the estate eaten up by the court eoct?
trustee’s fee, and commissions. If he has children he can

their futures in the same way Instead of willing them lump sumy
to bz wasted by inexperienced hands. R ’

Let us see about the great human interest involved. 1In thiy
bill we undertake to realize certain social security objectivey
With regard to wageworkers and employees up to $2.500 a year
we have covered the field approximately. But how abcut the tm.
mense number of people who are not employees? Take the phyes.
clans, the lawyers, the clergy; take the small business man. t
may be his situation when he reaches 65 or 66? There are mory
than 20,000,000 involved in that situation who may be reason.
ably included in the social security principle of this biil.

Apparently, there i8 no objection to the annuity provision ot
this bill as far as the public is concerned or any part of the pub.
lic. In fact, the insurance companies have spoken through ong
of their principal leaders, Mr. Thomas I. Parkinson, of the Equi.
table Life Assurance Soclety of the United States. He saild thag
the social insurance provisions of the btil would, like the $10,000-
tnsurance provision of the war act for the soldiers, operate to
increase greatly and intznsify the thought of the public on the
subject of individusal protection through .

I quote, in part, from & letter on the subject v/ritten by My,

Parkinson:
“Just as the business of life insurance recsived tremendous
impetus from the succ:ssful efforts of the Covernment to provide
& sizable amount of insurance on the lives of all called to theg
Armies in the creation and the development of the War Risk
Bureau, s0 do I believe that soclal insurance agitation will resulg
in renewed apprectation and great stimulating of life-insurance
activities, both individual and group. .

“ Insurance men are ready to lend their experience in the serve
ice of this social insurance class by assisting in the formation of
social insurance measures alopg lines of sanity and workability,
As an insurance man, I would say without hesitation that the
efforts to provide through soctal insurance measures 8 more selfe
respecting form of rellef, a better budgeted charity program, will
do much to arouse public interest in the whole subject of security.
In dotng this, that overwhelming number of upsta.ding men and
women who represent the insurance field wil! be inspired to look
more deeply into their insurance needs and to more completely
provide security for themselves. Thus, it i3 likely, in my judg-
ment, that history will repeat {tself and the impetus given to the
cause of life insurance by the War Risk Bureau in putting a value
of 810,000 on the life of every enlisted man will be accentuated
with the result that the present agitation for soclal-insurance
measures will swell the volume of individual and group life {nsur-
ance and annuities.

“In doing this, the lnsurance companies and their agents will
not only be benefited by an enhanced business, but the busi-
ness itself will the better be able to muster to its support pudlie
appreclation of the tremendous national and community service
rendered by life insurance supplied through premium-paying
Americans, who, wanting no charity, take care of themselves and
those dependent on them.”

There 18 a field of potential traffic !n the small annulty, as
there was in the small parcel, which requires special inducement$
and conditicns in order to develop it.

When we tock up the parcel post 24 years sgo we found thad
the express companies were moving three parcels per capita
in the United States. In Switzerland they were moving nine per
capita. They had a completely developed parcel-post system,
with rates and conditlons of service adapted to the needs of tbis
small parcel. It could not pay the 24-cent minimum which the
express company found it necessary to charge the parcel here.
It could pay 7 or 8 or 10 cents.

With our parcel-post system, the 8 1s per capita have
reached about 9 in the United States, all of which shows that
two-thirds of that traffic, potentlal for generatlons, had been de-
feated by the absence of rate systems and conditions of service
permitting it to move.

In this small annuity fleld you are finding analogous phenom-
enon. For the big lump-sum payment you would take {n
$15,000 at one stroke. An agent assuredly would call for that.
The company &1l get about 4!4 percent out of that. But for
the small installment monthly payments that may begin as early
as 80 or 85 to accumulate an annuity at 60 or 65, no agent cald
bother with that. The expenses of the work would utterly defeat
the motive to do it, unless the great expense were addcd to the
premiums, when the motive to buy the annuity would be
defeated.

And so we ind here, as with the small parcel, a neglected
fleld the insurance company cannot serve with sufficlent economY.

Then there is the very vital element in this whole situation.
It is the question of faith. It {s the controlling element in ouf
conditions. Now, the Government supplies that element of faith.
The private company has to face a wall of and break
through 1t. In the coursse of generations—and It has taken gen-
erations—it has succeeded with respect to the familiar lLife poli-
cles. But the annuity policy is new; that 1s, it is new to tbe
masses. They need to be educated to its wisdom. The Govern~

w
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ment bas no wal of distrust to meet. It can educate the pub-
lic. The ccmpanies will come in for thelr share in the resulting
cox‘mdence in the annuity, and will have a monopoly of the busi-
pess {n annuitlies above $100 a month.

Through the initial faith that the Government supplies, we
can bope to provide a means which ruen and women who are
pot covered by these pension and employment provisions may,
through their own savings and efforts in lfe, provide for them-
selves. Some, of course, will be satisfied with 830 a month;
others may desire in proportion to thelr capaciiy to acquire such
annuities for themselves. Why deny them the surest security in
doing 807
Estimate of number of {ndividuals not covered under the provi-

sions of title II and eligible for voluntary annuities under

title X1
(Based on 1830 census)

Owners, self-ernployed and professionals 11, 825, 000
Farm operators__.___.____. 5, 882, 000
Retail and wholesale dealers —— 1, 796, 000
Self-employed trades__._.__ 352, 000
Professionala___. —- - 32,223,000
Cthers 1, 572, 000

workers excluded because of occupation .. _._ 10, 156, 000
Farm laborers__.. ——— 4,378, 000
Domestics in private homes 2, 060, 000
Teachers . oo et ccmmemca————— 1, 082, 000
Government, N. E. Ct ~ 1, 403,000
Casuals _....-_ 490, 000
Institutional - - 680, 000
Others ——— G5, 000

e
Total e e ————— 21, 981, 000

Source: Committee on economic security. An adjustment bas
been made for those indivicuals 65 years of sge and over,

The per capita income cof employees in agriculture was $648 in
1929 and 8352 in 1933.*

The per capita income of employees in domestic service was

$961 In 1929 and $670 in 1933.°

The number of annuities in force under the Canadian voluntary
anpulty system was 14,400 on Msirch 31, 1933. The um
annuity 15 $1,200. The contracts pay 4-percent interest com-
pounded annually, the interest and administracive cost being paid
by the Government. The average annuity contract for the imme-
diate annuity type was $418 on March 31, 1933. Nearly 84 percent
of all annuity contracts written 1n 1030 were for less than $600.

. In addition to Canada, Ecuador, France, Japan, and the Nether-
‘ands have voluntary annuity systems,

Mr. COSTIGAN. Mr. President, using the balance of my
time on the bill, I wish first to express regret that the im-
portance of this question is not being given attention by a
larger present representation of the Senate. As disclosed
In the thoughtful statement of Representative LEwrs, this
proposal represents a moderate plan for handling annuity
protection for the benefit of approximately 20,000,000 Amer-
lcans in & field in which the private insurance companies
have shown little active concern.

The subject was canvassed ‘airly and fully before the
Finance Committee. It developed, as illustrated ip ihe
statement of Mr. Parkinson, read at the desk a moment ago,
the interesting conclusion that the standard insurance com-
fanIes of the country are today not disposed to criticize this
lgpﬁnd Goven;ment activity; more than that, their officials
a rfnuse to believe that if the Government will deal with
s ty bonds as provided in this amendment, the ultimate

s will be to popularize other forms of life insurance in
u country and increase the business and net earnings of

ev;mSurance compantes.

Dopuela!:e not witt.xout a precedent in thus anticipating the
lcadersm?atmn of life insurance. In or about 1907, under the
Justice BI;_ of no less eminent a public official than Mr.
mutual. andels, the State of Massachusegt.s authorized its
on modsea"ings banks to receive payments in small amounts
benens ofrate-pnced insurance policies primarily for the
the systany O \A0€ men and women, and from that day to this

W inaugurated in Massachusetts has been & marked
Indeed, it is doubtful if there is any single contri-

by

h,um to public affairs by Mr. Justice Brandeis of which
80 highly as this. That law worked as the

*Not

elsewn,
"Ha ere classified
Faa)fi Bal income, 1925-33 (73d Cong., 3¢ sess., Sen. Doc. No. 124,

‘old, p. 142
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provisions in this bill may be expected to work Instead of
diminishing insurance sales by the standard companies of
Massachusetts, it spread the use and advertisement of fnsur-
ance to such an extent that by common consent today the
standard companies are the substantial beneficiaries of the
Massachusetts experiment.

I suggest, therefore, that this amendment should be seri-
ously considered by the Senate. It should at least go to
conference. In my judgment, there is no serious opposition
to it on the part of the leading insurance companies of the
country. The only objection comes from those who, like the
Senator from Connecticut [Mr. Lorescax), are reluctant
to see any form of Government activity which may be re-
garded, even theoretically, as competitive with private busi-
ness.

I trust that the amendment of the Senator from Con-
necticut will not prevail.

The PRESIDING OFFICER. The Chair will state the
parliamentary situation. The motion of the Senator from
Connecticut [Mr. LoNEReAN] seeks to strike out an smend-
ment of the committee not as yet acted upon.

Mr. ADAMS. Mr. President, I wish to ask the Senator
from Connecticut, in my time, to answer a few questions
about this amendment.

One question is as to the accuracy of the ferminology.
It seems to me it is incorrect to describe that which is
really an insurance policy as 8 bond. I am wondering if I
am correct in that feeling.

Mr. LONERGAN. Of course, it 18 a plan to sell bonds;
but the bill provides for the sale of bonds. Bonds and
policies in this sense are the same thing.

Mr. ADAMS. A bond, as a matter of legal terminology,
is an instrument providing for the payment of a fixed sum
of money at a fixed time.

Mr. LONERGAN. That is correct.

Mr. ADAMS. Here is an indefinite sum of money, de-
pending upon the length of life of the annuitant.

Mr. LONERGAN. Yes, sir; and the amount paid.

Mr. ADAMS. Why did not the committee describe these
instruments by a correct term, and call them annuity pol-
icies rather than bonds?

Mr. LONERGAN. The Senator fromm Connecticut op-
posed this proposal in the committee. He subsequently
asked that the proposal be submitted to the full member-
ship. Therefore, he is not in position to answer the Sen-
ator’s question.

Mr. ADAMS. One other question, if I may submit it.

The amendment provides that the inst: llments which are
to be paid to the annuitant—

. Shall be such as ty afford an investment yiela *
excess 0f 3 percent per anpum,

An investment yield, if I understand the term, means the
income upon a principal, without the consumption of the
principal. The essence of an annuity contract is the con-
sumption of both income and principal.

Mr. LONERGAN. That is correct.

Mr. ADAMS. So that under this bill the return to the
annuitant is limited to not to exceed 3 percent. He may
have a life prospect of 15 years, and yet be limited to s
3-percent income upon the amount he pays for the bond.

Mr. COSTIGAN rose.

Mr, LONERGAN. Will the Senator from Colorado an-
swer the question of his colleague?

Mr. COSTIGAN. Mr. President, Y congratulate the junior
Senator from Colorado on the ingenuity of his suggestion.

Mr. ADAMS. It is a question, not a suggestion.

Mr. COSTIGAN. It has not been offered by insurance
experts. In fact, it should be said to the Senate that this
entire amendment bas met the approval of experts. It has
not encountered from any part of the Federal Goverment
such objections as the Senator from Colorado has mads.

Mr. ADAMS. May I suggest that I can sce why the
nsurance company would not chject, because the annuity
policy pays so much less than the policy which che insur~
ance company would offer. I should apprehend” that the

* * notin

— .
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insurance company would object if the Government were
issuing a better policy than the company.

Mr. COSTIGAN. May I suggest to the able Senator from
Colorado that the fleld with which we are now dealing is
one in which the standard life-insurance companies have
rarely issued policies or given the sort of assurances the
Senator from Colorado is now indicating? May I also say
that if there is merit in his argument, there is no reason
for apprehension about these provisions, because the insur-
ance companies can enter the field and provide those who
desire old-age annuity security, under the theory of the
Senator from Colorado, on much more reasonable terms
than are provided in the bill. I think the Senator will find,
on investigation, that what the Government would do under
these provisions is to provide old-age annuity security in a
field where today it cannot be purchased by citizens of this
country with anything like the same assurances.

Mr. ADAMS. Mr. President, my distinguished colleague
has misinterpreted my inquiry as an argument. I am try-
ing to get some information about a provision of a bill which
comes from the committee with very inadequate explanation,
which puts into a bill designed for certain purposes, insur-
ance features; and I am merely making inquiries.

I have asked why the terminology should be used to call
a policy a bond, which tends to mislead those who invest.
The title opens with the declaration that the Secretary of
the Treasury is authorized to borrow on the credit of the
United States to meet public expenditures and to retire out-
standing obligations rather than an accurate statement of
what is intended, if I read the section correctly; namely, to
issue annuity policies to those who wish to buy them. That
is, we start out in the bill with what seems to me to be really
a8 misstatement or, rather, a failure accurately Lo state the
purpose of the title.

Then I have inquired why the payments are limited to
investment yields rather than to properly annuity yields,
which consume principal as well as interest.

I am not arguing. I am merely inquiring in order that
my own vote may be cast in accordance with the facts.

Mr. COSTIGAN. Mr. President, I have, of course, no de-~
sire to misinterpret any suggestion of the Senator from Colo-
rado. If I am in error in assuming that the Senator has
made an argument, I of course withdraw that assumption
or suggestion. I may say that it impresses me as of very
slight consequence what the particular phraseology of these
amendments is so long as the essential end is clear. The
purpose is to provide a Government promise in the form of
an annuity bond, which may be described as an insurance
policy, if the Senator prefers, constituting a guaranty of
security for the later years of those who desire safely to
invest their earnings or savings for that result.

Mr. McKELLAR. Mr. President, may I ask the senior
Senator from Colorado a question?

Mr. COSTIGAN. Certainly.

Mr. McKELLAR. Does not this title put the Government
inte the insurance business?

Mr. COSTIGAN. It deoesin a minor way, in a very limited
field, in which, according to the testimony we have had,
insurance companies have not desired to go. It is a fleld
which has not been cultivated by standard insurance com-
panies. It has been neglected, and indeed, according to our
information, many insurance men would be glad to see the
Government undertake this responsibility because it would
advertise the value of insurance as protection against the
financial casualties of life.

Mr. McKELLAR. But it does put the Government into
the insurance business. Will the Senator from Colorado
permit me to make an observation?

Mr. ADAMS. I am very glad to yleld the floor.

Mr. McKZLLAR. During the war we went into the insur-
ance business for our soldiers, but since the war we have
found it to be very impracticable for the Government to
continue that activity, and we are getting out of it as
rapidly as possible. With that experience in mind, it seems
to me to be most unwise for us now to go into the insurance
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businesseveninanmitedway,andmypurposehtov%
in favor of the amendment.

Mr. ADAMS. Mr. President, will the Senator yleld to me)

Mr. McKELLAR. Certainly.

Mr. ADAMS. I wish to ask a question which is very yp,
welcome these days. In what clause of the Federal Const,
tution does the Senator find justification for the issuance o
a Federal insurance policy?

Mr. McKELLAR. I know of no such clause in the Cop.
stitution. I know there has been an opinion by Judg,
Grubb, in Alabama, which is now on appeal, In which b,
held that the Government could not go into business. I g4
not know whether the opinion is correct or not; I hayy
doubts about its correctness. However that may be, there
no clause of the Constitution under which this title can by
defended. It is true that under the express war power that
is given us in the Constitution we had a right to insure our
soldiers, but as I look at it we have not a scintilla of right
to put the Government into the insurance business as iy
proposed, and I stop long enough to ask what clause of the
Constitution gives us the right?

Mr, COSTIGAN. May I ask the able Senator from Ten.
nessee on what clause of the Constitution he predicates the
ability of the Federal Government to create the Tennesses
Valley Authority?

Mr. McKELLAR. It is upon that clause of the Constitu.
tion which deals with interstate commerce. It is that pro-
vision of the Constitution which gives the Government au-
thority over navigable streams, an entirely different situa-
tion from the present one. Even supposing we had no right
to create the T. V. A., that would be no reason why we should
pass another unconstitutional measure, and 1 for one am
not willing to vote for a bill which I feel is unconstitutional,

Mr. COSTIGAN. The able Senator from Tennessee finds
no intrastate activities in the Tennessee Valley Authority?

Mr. McCKELLAR. Of course there are intrastate activities,
but there are interstate activities also; and it is operating
on a navigable stream which runs into several States, a very
different situation from the one we are now considering.

Mr. COSTIGAN. 1t is gratifying to realize that the Sen-
ator agrees with those of us who find no copstitutional difi-
culty affecting the Tennessee Valley Autbority and other
large issues which are to come before the Supreme Court. I
wish only to say that what is attemp

The PRESIDING OFFICER. The Senator’s time has
expired.

Mr. BARKLEY. Mr. President, I desire recognition, and
I will yield to the Senator to ask me a question.

Mr. COSTIGAN. I appreciate the courtesy of the able
Senator from Kentucky. What I want to say further is
this—and to state it as a question, I trust the able Senator
from Kentucky will agree with me--that the amendment pro-
vides for the issuance of bonds in exchange for money. The
Senator from Tenncssee urdoubtedly does not deny the au-
thority of the United States to sell its bonds for money or to
issue agreements in writing.

Mr. McKELLAR. Of course not.

Mr. COSTIGAN. There is sufficient authority for this
proposal in that*power,

Mr. McRKELLAR. I do not think it has anything to do
with the beginning and operation of an insurance company
in ccmpetition with private companies.

Mr. BARKLEY. Mr, Presldent, the Senator from Ten-
nessee a while ago referred to the provisions made by the
Government for insuring the soldiers. The Constitution
gives the Congress the right to declare war, and that is all
it says about that subject. We have used the war powes,
assuming it covered everything we wanted to do following &
declars.tion of war; but I challenge the Senator from Ten-
nessee or any other Senator to find anything in the Constitu-
tion which specifically authorizes the issuance of a lfe-
insurance policy on a soldier. 'There is no such authority in
the Constitution.

Mr. McKELLAR. I do not know whether or not the ques-
tion of the insurance policies issued on the lves of our
soldiess has been before the Supreme Court; I do not belleve
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it has; but uner the broad power of self-defense, in what is

erally spoken of by those who quote the Constitution as
geney " th blance of 1
the “ war power”, there is some semblance of excuse for
the issuance of policles on the lives of soldiers when we are
exposing then to the hazards of war., But there is no

iple way In which the Constitution could be construed
to cover putting the United States Government into the life-
insurance bus mess.

Mr. BARKLIY. Of course, it is useless for any Senator to
argue with an ther Senator upon the Constitution, because
each Senator ) nows more about that than all the other 94
Senators.

Mr. McEELLAR. I have no doubt as to the unconstitu-
tionality of tbe pending proposal, and I expect to vote
against it.

Mr. BARKILEY. Wea talk about war powers which we
assume exist, and no doubt they do, but they exist largely
because there is another provision in the Constitution giving
Congress all power necessary to carry into effect the powers
specifically conferred upon it, so that we do act on things
which are not mentiorned in the Constitution, and we have
to do it. But in this particular situation we provide for the
issue of & bond by the Secretary of the Treasury. If I have
$2,000 which I desire to invest I cannot go to an ordinary
life-insurance company and get an annuity; they are not
interested in small matters of that sort. They are not con-
cerned about an annuity which involves so small an invest-
ment, because it is more frouble than it is worth.

Mr. McKELLAR. Mr. President, I think the Senator is
wholly mistaken in making that observation, because on
hundreds of occasions I have been urged by representatives
of insurance companies to buy an annuity policy.

Mr. BARKLEY. I have, too, but I never had any of them
ask me tu buy any policy ou less than $10,000.

Mr. ADAMS. That was a personal compliment.

Mr. LONERGAN. Mr. President, I read from a communi-
cation written by a standard life-insurance company which
issues a strictly anmiity policy for as low as $10 a month.
I quoted from our proceedings in the Sepate Committee on
Finance, and amorg other things I remember the query of
the Senator along the same line. I think the Senator from
Kentucky and a few other Senators joined the majority in
voting for this proposal in the belief that the life-insurance
companies do not issue small annuity policies. In that
respect those who so voted were in error.

Mr. BARKLEY. It may be that I was in error, but so
far as the committee had any information on the subiect,
we were not. However, I am not making any question
sbout it,

Mr. ADAMS. Mr. President, will the Senator yield?

Mr. BARKLEY. I yleld.

Mr. ADAMS. I have made inquiry in reference to the
Constitution, and I wanted to suggest to the Senator from
Connecticut as to the foundation upon which the inquiry
Was made. I was relylng upon a fair inference from the
&ction of my learned colleague. s good lawyer, who offered
An amendment to the Constitution, and I assume he would
Dot have asked to have the Constitution amended if he had
thought it was adequate to meet these conditions. That
Was the basis of my inquiry.

Mr. BARKLEY. I do not know what the suggestion of
the Senator’s colleague is.
mﬁ’h‘ ADAMS. A broad, sweeping amendment to the Con-
‘ ution which would provide unquestionably the authority

Or the Government to take the proposed action,

Mr. BARKLEY. It did not have any reference to insur-
Ance, did 19

Mr. ADAMS. T think it would include insurance.
1 Mr. BARKLEY. That would depend on how broad it is.

do not know how broad it is. I do not think it was
I cally intended to refer to a situation such as this.
%may be that i is a sort of an omnium gatherum, which
m“emmam an amendment to the Constitution giving us

Wer to do everything w7e have not power to do now under
X Constitution; but that would be a different thing; and

9 not understand that to be the smendment offered by
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the Senator’s colleague. Undoubtedly we have the power
to issue bonds, and ve have the power to use the credit of
the United States. If I have $2,000 to invest in such a band,
the terms of which are that I will be paid back in monthly
or annue” instaliments the money I put in, there is certainly
nothing unconstitutional about that. It is merely a dif-
ferent way by which the United States would repay its debts
or the money that it borrowed from the people, fast as In
the case of Liberty bonds. The Government could pay
them back all at once, or, if it desired to do so, it could
authorize repayment in installments. That is all this proe
vision undertakes to do. When we come down to brass
tacks, that is all it amounts to. I place a certain amount
of money in a Government bond, and we provide for paying
it back in annual installments, which is simply a method
by which the Government repays its debt.

Mr. McKET.LAR. Mr. President, will the Senator yield?

Mr. BARKLEY. I yield.

Mr. McKELLAR. In answer {0 the Senator’s previous
question, I read from the Constitution, as follows:

Brc. 8. The Congress shall have power * * ¢ to * °* *

provide for the common defense and general welfare of the United
States.

And again—
To raise and support urmies.

And again—

To make all }aws which shall be necessary and proper for carry-
ing fnto execution the for:zgoing powers—

And so forth. )

Mr. BARKLEY. Yes; all “ the foregoing powers.”

Mr. McKELLAR. That is ample provision, in my judg-
ment. I now ask the Senator to put his finger on any clause
or phrase of the Constitution which allows the United States
Government to enter the insurance business generally.

Mr. BARKLEY. I shall quote, not in exact language, but
the substance of the constitutional provision, that Congress
shall have the power to borrow money on the credit of the
United States; and that is what this amounts to. It is bor-
rowing from the people who desire to buy these bonds money
which is to be returned to them in annual payments in the
form of an annuity. The Senator can call it an “ insurance
policy ” if he wishes td. If I have $10,000 which I invest in a
Liberty bond, that is an insurance policy to some extent. If
I invest $10,000 in a bond of the United States, that money
will be paid back to me according to the terms of the bond,
and that is an insurance that I will get my $10,000 whenever
the Government pays it. The pending measure provides
that if I put in $10,000 or any other amount provided in the
bill instead of paying it all back to me at once, the Govern-
ment shall pay it back in annual installments which we call
an annuity. I do not see any difference, so far as the prin-
ciple is concerned, between one and the other.

The PRESIDING OFFICER. The time of the Senator on
the amendment has expired.

Mr. BARKLEY. Mr. President, a parliamentary inquiry,

The PRESIDING OFFICER. The Senator will state it

Mr. BARKLEY. I understood the Chair to say that the
question is on the amendment offered by the Senator from
Connecticut, IMr. LoNerGaN] to strike out the amendment
of the Senate committee.

The PRESIDING OFFICER. The situation, as the Chair
understands it, is this: The amendment offered by the Sen-
ator from Connecticut [Mr. LoNgrcaN] would strike out an
amendment of the committee not as yet acted upon. There-
fore, when the Chair puts the question he will put the ques-
tion upon the commitfee amendment; and if a Senator
wishes to accomplish the purpose of the Senator from Cons-
necticut he will vote “ nay.” If he wishes to vote for the
committee amendment, he will vote “ yea.™

Mr. BARKLEY. That fs what I was coming to. I
thought the Presiding Officer was about to put the question
on a8 motion to strike out a8 committee amendment which
had been acted on. The vote is on the committee amend-
ment. Those who favor the committee amendment wili
vote “yea™, and those who are opposed to the tommittee
amendment will vote *“ nay.”
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The PRESIDING OFFICER. Those who wish to accom-
plish the purpose of the Senator from Ccnnecticut will vote
“" nay.”

Mr. LONERGAN. I suggest the absence of a quorum,

The PRESIDING OFFICER. The clerk will call the roll.

The Chief Clerk called the roll, and the following Senators

answered to their names:

Adams Coolidge La Follette Reynolda
Ashrrst Copeland Lewis 1Robinson
Austin Costigan Logan Russell
Bachman Davis Lonergan Schall
Batley Dickinson Long Schwellenbach
Bankhead Dieterich McCarran Sheppard
Barbour Donahey McGill Shipstead
Barkley Dufty McKellar Smith
Bilbo Fletcher McNary Stelwer
Black Frazier Maloney Thomas, Okla.
Bone George Metcalf Townsend
Borah Gerry Minton Trammell
Brown Gibson Moore Truman
Bulkiey QGore Murphy Tydings
Bulow Guffey Murray Vandenberg
Burke Hale Neely Van Nuys
Byrd Harrison Norris Wagner
Byrnes Hastings Nye Walsh
Capper Hatch O'’Mahoney Wheeler
Caraway Hayder Overton White
Chavez Johnson Pittman

Clark Keyes Pope

Connally King Radcliffe

The PRESIDING OFFICER (Mr, Durry in the chair).
Eighty-nine Senators have answered to their names. A
quorum is present. The question is on the adoption of the
committee amendment.

Mr. LONERGAN. The pending motion is to strike out
title XI.

The PRESIDING OFFICER. The Chair will state that
the question will be submitted as to the adoption of the com-
mittee amendment, beginning on page 72, line 7, being title
XI. Those desiring to support the committee amendment
will vote “yea.” Those favoring the amendment of the
Senator from Connecticut will vote *“ nay.”

Mr. HARRISON. Those in favor of the amendment of the
Senator from Connecticut will vote * nay.”

The PRESIDING OFFICER. The question is on agreeing
to the committee amendment, on page 72, beginning with
line 7, being title X1,

The amgndment of the committee was rejected.

Mr. RUSSELL. Mr. President, I offer an amendment,
which I send to the desk and ask to have read.

The PRESIDING OFFICER. The amendment will be
stated.

The Cuier CLERK. On page 4, line 24, before the period, it
i5 proposed to insert s colon and the following:

Provided, That in order to assist the aged of the several States
who have no State system of old-age pensions until an opportunity
is afforded the several States to provide for a State plan, including
financial participation by the States, snd notwithstanding any
other provision of this title, the Secretary of the Treasury shall
pay to each State for each quarter until not later than July 1, 1937,
to be used exclusively as old-age assistance, in lieu of the amount
payable under the provisions of clause (1) of this subsection, an
amount suficlent to afford old-age assistance to each needy indi-
vidual within the State who at the time of such expenditure is 85
years of age or older, and who is declared by such agency as may
be designated by the Social Security Board, to be entitled to re-
celve the same: Provided further, That no perscn who is an inmate

of a public institution shall receive such old-age assistance, nor
shall any individual receive an amount in excess of 816 per month.

Mr. HARRISON. Mr. President, will the Senator yield?

Mr. RUSSELL. I yield.

Mr. HARRISON. I have talked to the Senator from
Georgia about the subject matter of this amendment and
have had numerous conferences in regard to it. What the
Senator seeks to do by bis amendment is to enable States
which have no pension-system set-up, and which, there-
fore, would be unable to take advantage the first year, 1936,
of the appropriations by Federal Government for assist-
ance to States or States such as the Senator’s State, Georgia,
where the State constitution prohibits pension plans being
created, making necessary an amendment to the State con-
stitution, to avail themselves of the Federal assistance until
such States may have time to adopt a State plan.
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Mr. RUSSELL. For a period of only 2 years, untg an
opportunity can be afforded all the States to establisy a
State system.

Mr. HARRISON. And pending such time some agency qy
to be appointed by the Social Security Board which may
reach the needy individuals who would come under the
provisions of the bill.

Mr. RUSSELL. The Senator from Mississippi 18 co,
This problem in the States that have no old-age-pensjon
system has been greatly accentuated within the past 3 op ¢
weeks by the policy of the Relief Administration in inaugy.
rating the work-rellef program In turning back to the
States and local communities that have no means whateyer
of providing for them, old people who are not capable of
being employed on the work-relief program.

Mr. HARRISON. Mr. Precident, I may state that, so far
as one member of the committee is concerned, I shall pot
interpose an objection to the amendment going to confer.
ence, because I believe that the States should have gn
opportunity of providing pension systems for themselves,

Mr. BORAH and Mr. KING addressed the Chair.

The PRESIDING OFFICER. Does the Benator from
Georgia yield; and if so, to whom?

Mr. RUSSELL. I yleld first to the Senator from Idaho ag
he rose first. ‘Then I will yield to the Senator from Utah.

Mr. BORAH. May I ask how many States are in the gjt-
uation which the Senator describes?

Mr. RUSSELL. There are, as I understand, at the present
time 15 States which have no old-age-pension systems and
33 that have such systems, the systems varying, of course;
they are not uniform throughout the United States.

Mr. BORAH. Do I understand correctly that this amend-.
ment provides that for those 15 States the Federal Govern-
ment will put up $15 for people who have reached the age
of 65 and over until such States shall have adopted pension
systems?

Mr. RUSSELL. Not necessarily; only for a period of 2
yvears; the provision suggested will expire by operation of
law at the end of a 2-year period.

I may say to the Senator from Idaho that the amendment
does not compel the Social Security Board to pay these in-
dividuals $15; it may pay them amounts not exceeding $15.
I assume that in some States the Social Security Board
might not pay the entire amount of $15; but it {s limited to
$15, that being the maximum which will be paid from the
Federal Treasury to individuals in States that today have
no old-age-pension system.

Mr. BORAH. Tnen, I think I understand the amend~
ment correctly. It provides that in such States as have no
provision for old-age pensions for the next 2 years the Fed-
eral Government is to contribute $15?

Mr. RUSSELL.  Or such amount, not exceeding $15, a8
the Social Security Board may fix in such States.

Mr. BORAH. It is pretty certain that it will be $15.

Mr. RUSSELL. I hope and trust it is. I certainly hope
that it will not be any less than that amount.

Mr. President, in view of the statement of the Senator from
Mississippi [Mr. HarrIsoN], I will not make any extended
remarks on this amendment. It occurs to me that the pro-
posal is not only just and fair but that it would be unfair to
aged and needy individuals in the States which today have
no old-age-pension system to say that the Federal Govern-
ment will not extend its hand to assist them in the slightest
degree. Not only that, but they will not be permitted to share
in this fund which will be paid by the taxpayers of every
State at a time when they are being taken off the relief rolls
and being turned back fo the counties and municipalities
which are already largely involved and are absolutely unable
to assist such individuals.

We know the present desperate condition of many of these
old people, who have seen their savings swept away either by
the depreciation in securities or in other investments. They.
perhaps, had farms which were under lien and have seen the
llen foreclosed on account of the low price of farm commodi-
ties and the depreciation in the value of farms. As I see it

. e
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it would be nothing less than wanton cruelty to an old person
in a State that has no old-age-pension system to say, “ Com-
mencing with the passage of this bill, $156 & month for such

sons will be sent to a State that has an old-age-pension
system, but you shall not be permitted a dime, and in addi-
tion, you, without any resources whatever, will be taken oft
the relief rolls.”

T would not favor as a permanent policy the Federal
Government paying $15, whether the State matched it or
not, but States which now have no old-age-pension systems
should at least be afforded an opportunity to adopt within
the 2-year perfod & system designed to take care of their
aged and those in need. Efforts to establish such systems
are now being made all over the Union. In two or three
instances constitutional amendments will be submitted to
the people of the States within the next several months,
or in the general election of 1936, which will enable the
adoption of old-age-pension systems. Some States, such
as the one I have the honor in part to represent in this
body, have constitutional provisions which make it impos-
sible for them to contribute a single dime to an old-age
pension system, and under the peculiar provisions of our
constitution an amendment cannot be submitted to the
people until the next general election, which will be in
1936. So, regardless of how strongly all the people of my
State and of other States similarly situated might favor
an old-age pension system, they would be powerless to do
anything on earth to match the Federal contribution until
after the general election in November 1936. I hope the
amendment will be adopted.

Mr. KING. Mr. President, will the L.nator yield?

Mr. RUSSELL. I yield to the Senator from Utah.

Mr. KING. Isthere no law in the State of Georgia which
permits the counties or other political subdivisions to make
provision for the indigent?

Mr. RUSSELL. There is; there is a law that permits coun-
ties to have poor farms, but if the Senator from Utah were
familiar with the conditions obtaining on some of the poor
farms or pauper farms of this Nation, he would never by
any act or word of his suggest for one moment that any
aged person over 65 years should be sent to such a farm.

Mr. KING. I am not talking about that. What I am try-
ing to ascertain is whether the Senator’s State, Georgia, is
powerless to give to its indigent an amount which would
be equivalent to that which under the bill is to be provided
by the Federal Government.

Mr. RUSSELY. The State of Georgia is absolutely power-
less, The purposes for which taxes may be levied in the
Btate of Georgla are set forth in detail in the constitution of
that State. If the Senator from Utah desires, I will read

that provision of our constitution.

Mr. KING. I do not ask the Senator to do that.
levhidr. RUSSELL. It is impossible for one cent in taxes to be
mted and collected in the State of Georgia under our con-

ution as it stands today for the purpose ¢ ntemplated by
mhstl;ul._ In order to do that an amendment to the State
™ tution is absolutely necessary.
ame ¢ PRESIDING OFFICER. The question is on the
Ndment proposed by the Senator from Georgia.

ge amendment was agreed to.
which, 5 JAHONEY. Mr. President, I offer the amendment

™ send to the desk.
sated, PRESIDING OFFICER. The amendment will be

-‘;?;)zsite ] CLERR. On page 49, line 22, after the ward
d”, it is proposed to insert the following:

D,.mlng ct“'hg With a statement of the additional expenditures {n the
nep%entc‘alumbla and elsewhere incurred by the Post Office
De ont In performing the duties herein imposed upon said
and gy &nd the Secretary of the Treasury is hereby author-
‘mDeeCted to advance from time to time to the credit of the
and pa pPartment from appropriations made for the collec-
Numa yment of taxes provided under section 707 of this title,
ncyrreg b,'&emy be required for such sdditional expenditures
Post Office Department in the performance of the

£
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Mr. HARRISON. Mr, President-

The PRESIDING GFFICER. Does the Senator from Wy-
oming yleld to the Senator from Mississippd?

Mr. OMAHONEY. I yield

Mr. HARRISON. This is the amendment, is it not, which
was suggested by the Post Office Department with reference
to bearing the expenses which may be incurred by the De~
partment under the terms of the pending bill?

Mr. OMAHONEY. Mr. President, the -amendment covers
the suggestion made to the committee by the Post Office
Department. The bill makes it the duty of the Department
to collect the taxes for which provision is made, but does not
provide any method of meeting the additional expense to
which the Department will necessarily be put. In other
words, it adds another nonpostal function to the Post Office
Department. Last year such nonpostal functions cost the
Department more than $66,000,000.

The amendment provides that the Post Office Department
shall report to the Treasury what services are required fo
perform the duties imposed by the bill and directs the Treas-.
ury to advance credit to the Department to meet the addi-
tional expenditures. Similar provisions are in the duck
stamp law and in the baby bond law.

Mr. HARRISON. I shall not object to the amendment
going to conference,

The PRESIDING OFFICER. The question is on agreeing
to the amendment proposed by the Senator from Wyoning.

The amendment was agreed to.

Mr. BLACK. Mr. President, I desire to offer an amend-
ment proposing an additional section to the bill. In my
Judgment, this amendment has been made necessary by the
adoption of the so-called “ Ciark amendment.” I shall send
the amendment to the desk and request that it be read; and
after it shall have been read, if there shall be any desire that
it be explained or the necessity for the amendment made
plain, I will be glad to explain it to the Senate.

The PRESIDING OFFICER. The smendment proposed
by the Senator from Alabama will be stated.

The Carer CLERK. On page 52, after line 7, it is proposed
to insert the following new section:

8ec. 812. (a) It shall be unlawful for any employer to make with
any insurance company, annuity organization, or trustee any con-
tract with respect to carrying out a private annuity plap approved
by the Board under section 702 if any director, officer, employee, or
shareholder of the employer Is at the same time a director, officer,
employee, or sharcholder of the insurance company, annuity organt..
zation, or trustee.

(b) It shall be unlawful for any person, whether employer or
insurance company, annuity organization, or trustes, to knowingly
ofter, grant, or give, or solicit, accept, or recelve, any rebate against

the charges payable under any contract carrylng out a private
apnuity plan approved by the Board under section 702.

(¢) Every ilnsurance ccmpany, annuity tion, or trustee
who meskes any contract with any employer for carrying out a
private annuity plan of such employer which has been approved by
the Board under section 7C2 shall make, keep, and preserve for such
periods such accounts, correspondence, memoranda, papers, books,.
and other records with respect to such contract and the financial
transactions of such company, organization, or trustee as the Board
may deem n to insure the proper carrying out of such con-
tract and to prevent fraud and collusion. All such accounts, cor=
respondence, memoranda, papers, books, and other records shall be
subject at any time, and from time to time, to such reasonable
periodic, special, and other examinations by the Board as the Board
may prescribe,

(d) Any person violating any provision of this section shall be
deemed guilty of &8 misdemeanor and, upon conviction thereof, shall
be punished by a fine of not more than $10,000 or imprisonment
for not more than 1 year, or both.

Mr. BLACK. Mr. President, I think I can explain very
briefly the object and purpose of this amendment and the
necessity for its adoption. .

The amendment which was offered by the Senator from
Missouri (Mr. Crarx]l and adopted by the Senate would
authorize the making of contract. of insurance or annuity
with private insurance companies, annuity organizations,
or trustees. One of the objections a great many of us had
to the amendment of the Sepaior from Missourl was that
we bellieved there would be a constant, continuous, and re-
currirg incentive to companies buying such insurance to
have on their list of employees the best risks it. was pos-
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sible to obtain. In other words, it is easy to see, if one
company could obtain insurance on its employees all at the
rate that would be accorded to young men from 20 to 30
while other companies retalned in their employ employees
from 20 to 60, that the company which had the employees
from 20 to 60 would be compelled to pay a higher rate, and
the result would be that such company would be at a dis-
tinct disadvantage in competing with the company which
employed men of a lower age.

The Senator from Missouri believed and stated that he
had avoided any danger on that score by reason of certain
additions which he has msade to his amendment since the
time it was offered in the Finance Committee. I am per-
fectly willing to concede that the amendment offered on
the floor by the Senator from Missouri was a distinct im-
provement in that regard over the amendment offered by
him before the Finance Committee; but the amendment of
the Senator from Missouri does not provide any method, so
far as I can see, to protect in the respects in which my
amendment provides.

Mr. CLARK. Mr. President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from Ala-
bama yield to the Senator from Missouri?

Mr. BLACK. 1 yield.

Mr. CLARK. I have had an opportunity now to examine
the Senator’s amendment and will state that, so far as I
am concerned, I am heartily in sympathy with it.

Mr. BLACK. I was sure the Senator would be when he
understood the amendment.

I can state in very few words what I have in mind. We
have had a good deal of information about the way holding
companies pipe profits out of operating companies. If an
insurance company can be so associated with an industrial
company that the insurance company can pipe the profits
from the industrial company through the insurance com-
pany by this means, it would obtain exactly the same re-
sults, or certain individuals would, as though originally the
company insuring the men had made the profits.

My amendment would make the books of the insurance
company subject to inspection of the Government and would
prevent any such unfair methods. One portion of the
amendment would prevent rebates being made by an insur-
ance company to an industrial company where the men
work, and another provision wouid prevent Interlocking
directorates and interlocking stockholders. In that way it
appears to me the amendment of the Senator from Missouri
is greatly strengthened to accomplish the exact purpose for
which he offered it on the floor of the Senate. Since he has
no objection, and I have shown my amendment to the Sen-
ator from New York [Mr. WacNEx] and it meets with his
approval, unless there is some further question I yield the
floor.

The PRESIDING OFFICER. The question is on agreeing
to the amendment of the Senator from Alabama.

The amendment was agreed to.

The PRESIDING OFFICER. The hill is open to further
amendment.

Mr. GEORGE. Mr. President, if there are no further
amendments to be offered to title II and title VIII of the
bill, I wish to offer at this time a substitutg for title II
and title VIIXI; that Is, the Federal old-age benefit pro-
visions.

The PRESIDING OFFICER. The Senator from Georgla
offers an amendment in the nature of a substitute, which
will be read.

The legislative clerk read the amendment in the nature
of a substitute, as follows:

‘TrrrE I—INDUSTRIAL PROTECTION

8xcTioN 1. (a) When used in this title, unless the context other-
wise indicates—

{1) The term * person " means individual, assoclation, partner-
ship, or corporation.

(2) The term *“employer” means any person in the United
States who at any one time during the taxable year employs 50
or more employees, and any group of persons in the United
States engaged in the same field of industry which group at any
one time during the taxable year employs 650 or more ems-
ployees and which is formed voluntarily for the purpose of being
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considered an employer within the meaning of this act, y

does not include the United States Government, or any sh‘“
or political subdivision or municipality thereof, or any pe te
subject to the Rallroad Retirement Act, Ton

(3) 'rlt:)ey etrertx.xll: "emx;loyee ’;’tmeans any person in the service ot
an emp e major lon of whose du ar
Within the United States tles aTe performeq

(4) The term “ United States*”, when used in a
sense, means the several States, the District of C(:»lgtfx?:g:&pme"l
the Territories of Alaska and Hawalil, * 8nd

{0) The term ~pay roll ” means all wages pa
to employees. ges pald by an employer

(6) The term * wages™ means every form of remuneration for
services recelved by an employee from his employer, whether Palq
directly or indirectly by the employer, including salartes, com.
missions, bonuses, and the reasonable money value of board, Tent,
housing, lodging, payments in kind, and similar advantages,

(b) For the purposes of this title the wages of any employey
recelving wages of more than $7,200 per annum shall be cop.
sidered to be 87,200 per annum.

Skc. 2. There shall be levied, assessed, and collected annually
from each employer in the United States for each taxable year an
excisc tax equal to 5 percent of such employer's pay roll d
that part of such taxable year in which he employs 50 or mors
employees and in which his employees were not covered by an
industrial protection plan adopted with the approval of the Socia]
Security Board as herelnafter provided, and announced to hi
employees,

Src. 8. (a) The Commissioner of Internal Revenue, with the
approval of the Secretary of the Treasury, shall prescribe anq
publish necessary rules and regulations for the collection of ths
tax imposed by this title.

(b) Every employer liable for tax under this title shall make s
return under oath within 1 month after the close of the year
with respect to which such tax is imposed to the collector of
internal revenue for the district in which is located his principal
place of busipess. Such return shall contain such information
and be made in such manner as the Commissioner of Interna]l
Revenue with the approval of the Secretary of the Treasury may
by regulations prescribe. The tax shall, without assessment by
the Commissioner or notice from the collector, be due and pay-
able to the collector within 1 month after the close of the year
with respect to which the tax 18 imposed. If the tax is not paid
when due, there shall be added as part of the tax interest at
the rate of 1 percent a month from the time when the tax
became due until paid. All provisions of 1aw (including penalties)
applicable in respect of the taxes imposed by section 600 of the
Revenue Act of 1928 shall, insofar as not inconsistent with this
act, be applicable in respect of the tax imposed by this act. The
Commissjoner may extend the time for filing the return of the
tax imposed by this act, under such rules and regulations as he
may, with the approval of the Secretary of the Treasury, pre-
scribe, but no such extension shall be for more than 60 days.

(c) Returns required to be flled for the purpose of the tax
imposed by this act shall be open to inspection in the same man-
ner, to the same extent, and subject to the same provisions of
law as returns made under title II of the Revenue Act of 1926.

(d) The taxpayer may elect to pay the tax in four equal
installments, in which case the first Installment shall ‘be pald on’
the date prescribed for the filing of returns, the second install-
ment shall be paid on or before the last day of the third month,
the third installment on or before the last day of the sixth month,
and the fourth installment on or before the last day of the ninth
month after such date. I{ any installment is not paid on or
before the date fixed for its payment, the whole amount of the
tax unpaid shall be pald upon notice and demand from the
collector.

(e) At the request of the taxpayer, the time for payment of
any initial installment of the amount determined. as the tax by
the taxpayer may be extended, under regulations prescribed by
the Commissioner, with the approval of the Secretary of the Treas~
ury, for a period not to exceed 6 months from the date prescribed
for the payment of such installment. In such case the amount
in respect of which the extension is granted shall be paid (with
interest at the rate of one-half of 1 percent per month) on of
before the date of the expiration of the period of the extension.

Src. 4. (8) There is hereby established a Social Security Board
(hereinatter referred to as the “ Board”) to be composed of 0ve
members, one of whom sball be designated as chairman, to be
appointed by the President, by and with the advice and consent
of the Senate. Not more than three of such members shall be
of the same political party, and in making appointments members
of different political parties shall be appointed alternately a8
nearly as may be practicable. No membe: of the Board shall
engage in any other business, vocation, or employment. The
chairman shall receive a salary at the rate of $10,000 per annum
and each of the other members of the Board shall receive a salary
at the rate of 87,500 per annum, Each member shall hold office
for a term of b years, except that (1) any member appointed 0
fill a vacancy occurring prior to the expiration of the term fof
which his predecessor was appointed shall be appointed for the
remainder of such term, and (2) the terms of the members frst
taking ofice shall expire, as designated by the President at the
time of nomination, one at the end of 1 year, one at the end
2 years, one at the end of 3 years, one at the end of 4 years,
ane at the end of § years from the date of enactment of this act
It shall be the duty of the Board to carry out the provisions
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sis 8Ct T nard 1s suthorized to appoint, subject to the civil-
}:xée 1aws, such officers and employees as are necessary for the
l‘e,c‘mon of its functions under this act and to fix thelr salaries
exect ordance with the Classification Act of 1923, as amended.
s e Board is further authorized to make such expenditures (in-
¢luding expenditures for personal services and rent at the seat
of govemment snd elsewhere, for law books, bookxs of reference

nd perﬁcdlcals, and for printing snd binding) as may be neces-
:ary for the execution of its functions.
gec. 5. At the close of each taxable year for which a tax 1s
tmposed by this title, the Board ghall certify to the Secretary of
the Treasury, for the purpose of exemption from such tax, the
pame of each employer whose employees have been covered during
such year by an industrial protection plan approved by the Board,
together with the portion of such year that the employees were
so covered.

gre. 8. Subject to the limitations of this title, the Board shall

dopt and make public stendarde for industrial protection plans

pdopt and ImaZe pulllc ancar incqugirial nrotection

and such rules and regulations as are necessary to carry out the
provistons and purposes of this title. Any employer may submit
to the Board an industrial protection plan, and the Board shall
approve such plan If it complies with the standard fixed by the
Board, If at any time the Board finds that a plan which it has
approved does not in operation comply with the standards fixed
for such plans, 1t may withdraw its approval and shall immedi-
ately notify the employer concerned of such action. It shall be
the policy of the Board to allow each such employer as much

Seoadonm t0n detorminine hie nlan eas is consistent with the purposes

freedom in determining nis plan ae s Conslislen urposes

of this sct and the adequate protection of the fund from which
benefit payments sre to be made.

Sec. 7. The standards adopted by the Board shall provide—

(a) That & plan to be approved shall provide (1) that the em-
ployer will pay annually into a reserve fund deposited with some
trustee or other depositary acceptable to the Board, to be used
for the payment of benelfits under such plan, an amount not less
than the amount of earnings distributed by such employer as divi-
dends or profits, or otherwise, during the same year until the
reserve fund is on an actuarially sound basis, and (2) that there-
after the employer shall make such payments when necessary to
maintain the fund on an actuarially sound basis.

{b) That the payment of benefits under an approved plan shall
begin not more than a year after the beginning of its operation;
thset every employee who has been in the service of the employer
fgx;lnyea_:__or more »st‘xall be e_:llg}b_le for bex_:gﬂt. psymgnt-_s; ._ax_l.d
Uit 1ne 1ollowing minimurn schedule OI benellt paymenis snall pe
pald ;t the expense of the employer under the plan in full
operation:

(1) In the event of the death of an employee, there shall be
pald to his dependents or estate an amount equal to 6 menths’
woges at the rate he was recelving at the time of his death.

(2) In the event of the disability of an employee, compensation
shsll be pald In monthly installments to such employee while his
dlsability lasts, or until he reaches the age of 65, at the rate of
g?gflghth the wages he was receiving at the time the disability
wa&S anicurred.
ln(118) When an employee reaches the sge of 65 he shall receive
dunlxllaux{ for life an annuity equal to 1 percent of his total wages

g his period of employment, payable in monthly installments.
mg])o tIn the event that an employee becomes unemployed and
scribeg tkl)ncl other employment by complylng with regulations pre-
the rate Y the Board he shall be paid compensation for 1 year at
B years ;iyo:gzxe~fourt1} hllns average annual wage for the preceding

3 able monthly.
”(5) If the period necessary for establishing on an actuarially
m:l:s:dbasis the fund from which benefits are to be pald has not
Board. b ebeneﬁt payments may, subject to the approval of the
ately ,sho nilx“ox;zﬁ;%nately reduced or continued for a proportion-
“(fge:h?t &n approved plan shall provide that employees ray,
(suen w8 ection, make contributions to the fund from their wages
and pat;—gntnbutions to be deducted from the employees' wages
Quests) ; tgxbo the fund by the employer, if the employee 50 re-
stely by' at the benefit payments will be increased proportion-
duct msugh employee contributions; that the employer will con-
employees she iﬁ’é’&it Sges of detixgmmtt? c?em?nsngwthw ga
mployecy ¢ ages of such con utions; an at e
ageme :?I:’rn&xtlni;‘hau have a right to participate in the
e p.

N(Yq{he ‘h&n approved plan shall provide that an employer must
the Pro &C. 'Edule of benefits specified in this act as his part of
'mployebece matwn plan frrespective of any contribution which an
W of beneazg ?&may no& make toward securing s similar sched-
b&gh:: &0 approved plan shall provide for the exchange or
A .m the Credits and funds upon the separatlon of an employee
%ct the ,f"“”t“ any employer, in & manner that will fully pro-

A1) T beemm 10‘ the employee.
theyr own 1 dEOYen may operate their own plans and manage
Plans Wholllm on & trustee basis; that employers may have their
okt SIIPIoyers may \nive o poot thels Ticks Raa poor thers Tunts:
eir risks and eir H
be Wz Participation tn a plan under the laws of & State may
oGy, “;fd the operation of an approved plan, if the State plan
th the requirements for an approved plan, including

CONGRESSIONAL RECORD—SENATE

9643

amtdmmmmmoumwmm

Src. 8. An employer who is financially unable to provide the
reserve necessary to cover the pension labllity arising out of the
past years of service of active employees, previous to their retire-
ment sge, may make application to the Secretary of the Treasury
for a loan up to the amount of such llability. The Secretary of
the Treasury, under such rules gnd regulations as he may pre-
scribe, is authorized and rirected to make such loans in the form
which shall bear interest at the rate of 4 percent per snnum.
Such loans shall bear interest at a rate not In excess of 414 percent
per snnum, and shall be amortized over a period not In excess of
30 years from the date of the loan. The money sccruing from
the difference between the interest paid on such bonds and the
interest received on such loans shall be held in the Treasury as
a contingency reserve to protect the United States against loes
through the failure to repay any such loan. At the end of each
5-year period after the date of enactment of this act, so much
of the unused surplus in such contingency reserve as, {n the
opinion of the Board, can be distributed without endangering the
solvency of such reserve shall be distributed to the persons
payment on such loans in the proportion which the payments
each bear to the total amount of such payments during such
5-year period.

Src. 8. Deposits in the fund from which benefits are to be pald
under an industrial protection plan approved by the Board may be
deducted from the gross income of an employer for the purpose
of computing income taxes to be pald by him to the United
Btates

8Eec. 10. There 1s hereby authorized to be appropriated annually
for the administration of this act the sum of $1,250,000. From
such appropriation the Board is authorized and directed to pay
to each State maintaining & cooperative State office for the ad-
minfstration of this act, and furnishing an equal sum, the sum
of $12,500 to be used in the administration of such plan; and the
Secretary of the Treasury s authorized snd directed to pay to the
Treasurer of such State the money so allotted.

Sec. 11. Sections 2 and 3 of this act shall become eflective whan
the Congress by appropriate resolution ahball so0 provide.

Trrig I—HOMESTEAD VILLAGES

SEcCTION 201. For the purpose of providing a means of livelihood
for citizens who cannot secure employment in industry or agri-
culture at a living wage, the Sociasl Security Board is authorized
and directed to provide for the construction of self-supporting
homestead villages in which such citizens may earn a livellhood
or supplement their Income from other sources.

Sec. 202. (a) The Board shall make loans for the construction
o1 homestead villages by any agency it approves for such purpose,
taking as security for such loans first mortgages on the property
in respect of which the loans are made. Such loans may be made
up to the full amount necessary to acquire and construct the
property covered by such mortgages, shall besr tnterest at a rate
not in excess of § percent per annum, and shall be amortized over
& period not In excess of 30 years from the date of the loan. .

(b) The Board may construct homestead villages under its own
supervision and sell the homes or farms in such villages, and shall
amortize the unpaid portion of the purchase price over & period
not in excess of 30 years, charging Interest on unpald portions
af the purchese price at & rate not In excess of § percent per
annum.

SECc. 203 (a) The Division of Subsistence Homesteads In the
Department of the Interior and all functions of the Federal
Emergency Rellef Administration and the Agricultural Adjusi-
ment Administration with respect to subsistence homestesd proj-
ecls are hereby transferred to the Social Security Board, together
with all powers and duties relating to each.

(b) Al official records and papers now on file in and pertaining
exclusively to the business of, and all furniture, office equipments,
and other property now in use in, said Division of Subsistence
Homesteads or any part, division, or section of the Federal Emer-~
gency Rellef Administration or of the Agricultural Adjustment
Administration whose principal dutles relate to subsistence home-
stead projects, are hereby transferred to said Board,

(c) All oficers and employees engaged primarily in carrying
out functions transferred to the Board under this act are trans-
ferred to the Board without change in classification or compensa-
tion; except that the Board may provide for the adjustment of
such classification or compensation to conform to the duties to
which such officers and employees may be assigned.

(d) Al appropriations made or allocated for the purpose of
carrying out any of the functions transferred under this act shall
be available for the use of the Board in constructing or making
loans for homestead villages or in the completion of projecta
transferred under this act.

(e) All property held In the exercise of functions transferred
under this act shall be transferred to the Social Security Board.

Sxc. 204. There is hereby created a revolving fund of $1,000,~
000,000, which shall be used by the Board for the acquisition and
construction ©of, or the making of loans on homestead villages
under this act. The funds transferred under this act shall con-
stitute & part of such fund; the President ts authorized to allo-
cate any unused funds at his dispoeal to such revolving fund; and
there 18 hereby authorized to be sappropriated for such revolving
fund such sums as Ay be necessary to increase it to $1,000,000,000.
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Src. 205. The Board is authorized to prescribe rules and regu-
lations for carrying out the provisions of this title, including
rules and regulations concerning the organization and mansage-
ment of homestead villages, not inconsistent with the purposes
of this act.

Mr. GEORGE. Mr. President, I wish to make it clear that
I am not opposed to the principles or the provisions of
title I of the bill providing for grants to the States for old-
age assistance or what we know as the general old-age
pension provisions of the bill, nor to title III, grants to
the States for unemployment compensation administration;
nor to title IV, grants to the States for ald to dependent
ckildren; nor to title V, grants to States for maternal and
child welfare; nor to title VI, public-health work; nor to
title VIO, Social Security Board, because we recognize there
must be a board created to administer the several titles of
the bill; nor to titles IX and X, providing grants to the
States for aid to the blind. Title XII, which deals with
annuity bonds, I believe, has already been rejected. Nor
am I opposed to title XTI, the general provisions of the bill.

In other words, with the exception of title II and the
supporting tax title, title VIII, I am in full sympathy with
the bill.

I am also in full sympathy with the purposes of general
old-age benefits sought to be covered by the provisions of
title IT of the bill. I think it would have been much wiser
if the bill had provided for grants in aid to the States to
enable them to set up old-age benefits and benefits to cover
hazards in industry just as was done under title I iIn mak-
ing grants in aid to the States for the purpose of providing
old-age assistance.

Also, Mr. President, I have believed from the first, and
in the committee supported a motion to the effect that we
should separate the bill into its legitimate and component
yarts. It is obviously unfair to ask one to vote for a bill
vihen there is a particular title in the bill to which he does
not agree at all, although having full sympathy with the
general objective sought to be accomplished by those who
drafted and sponsored the bill. On the contrary, it is ob-
viously unfair to join with objectionable and essentially
different lcgislative proposals other highly desirable pro-
posals for which many Senators would certainly desire to
vote. Every Senator no doubt would like to vote for the
grant in aid to the States for old-age assistance, for aid to
dependent children, for public health work, for aid to the
States for the purpose of assisting and caring for the blind.

Mr. President, in this connection I desire to say that, as
originally drawn, the substitute which I have offered car-
ried certain provisions imposing a tax, but, on mature de-
liberation and after exnaustive study, I 1eached the conclu-
sion that the taxing provisions as they now appear in the
bill itself could not ke sustained against attack, and there-
fore the substitute which I now offer as now modified pro-
vides for the imposition of a tax, but only when authorized
by the Congress by an appropriate resolution.

My substitute as now presented is a substitute for title XTI
and title VIII of the bill reported by the committee. My
substitute provides against industrial hazards which are not
covered in the bill before the Senate. My substitute grants
greater and larger benefits. It does not undertake to cover
all employees, but it does undertake to cover employees of a
common employer numbering 50 or more, and also pro-
vides for separate groups in kindred industries when such
groups taken together bring the total to 50 or more.

Since my substitute will appear in the ReEcorp in connec-
tion with my remarks, I do not propose to read its pro-
visions or discuss them more in detail at this time.

Mr. McKELLAR. Mr. President——

Mr. GEORGE. I yield to the Senator from Tennessee.

Mr. McKELLAR. Is the Senator’s amendment simply a
substitute for titles I and VIII, leaving the remainder of
tke bill as the Senate has agreed to it?

Mr. GEORGE. Entirely as the Senate has agreed to it.

Mr. President, I wish to make a brief statement regarding
the substitute.

‘The basic features of the substitute, which are offered in
the hope, at least, that they are improvements to replace
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corresponding parts of the pending bfll, are, in briet
follows: '

It makes possible and necessary one standard Scbedul.
of benefits to be provided by industries throughout
Nation, thus insuring the desired result and putting
industries on & fair basis of competition, as Is sought, it 1
claimed by the proponents of the Federal old-age benefy,
provision, or title II of the pending bill.

It preserves & real and needed degree of freedom to iy,
dustries and to the States as cooperators in the admini,,
tration of the act.

It permits individual industries or groups of industries to
construct and operate their own plans, requiring only
they are actuarially sound and sufficient to yleld the stipy.
lated benefits.

It permits employers and employees to receive the benegyt
of any saving they can effect by a wise and efficient map.
agement of their own plans.

It requires each industry to pay only the exact cost of it
protection program, no more and no less, instead of a flag
pay-roll tax which does not represent the cost.

It eliminates the need for a large army of Federal office.
holders required by the pending act to administer it anq
thus saves an excessively large and needless expense,

It does not put on industries immediately a large finan.
cial burden which in a time of business depression may be
a serious obstarle to recovery, but relates the expense to the
process of recovery.

It makes possible the payment of retirement annuities
immediately instead of postponing them for a number of
years and does so without putting an undue burden on
industries and without increasing the putlic debt or the tax
rate.

It makes possible the easy amendment of the act to
enlarge its provisions for the scope of its application as
experience may require.

It enlarges the protection program to include death and
disability hazards, as well as old-age and unemployment
hazards, as provided in title II of the bill as it now stands,
all four of which are vitally related and constitute essential
parts of one program of unemployment.,

It requires all four programs to be put on a reserve besis
actuarially calculated to be sufficient, so that automatically
they are financially sound, instead of imposing on pay rolls
a flat rate which is only guessed or estimated to be sufficient.

It provides for the transfer of pension credits from one
employment to another, so that each employer bears the
expense only for the number of years an employee spent in
his services, and an employee does not lose his reward for
years of faithful service by changing employment. The
transfer of pension credits eliminates the temptation to
escape the payment of retirement benefits by discharging
older workers, and is thus one of the effective means of
removing the *“ dead line ” from industry.

It will both stimulate and compel an increase in the wage
standard of American industry, because if the wage of a cer-
tain class of employees has not had sufficlent margin to
enable them to pay their share of the cost, the act will have
to be amended by a requirement that employers pay the
entire cost; but it will be a financial advantage to employers,
and a moral advantage in preserving the self-respect of em-
ployees, if the way is opened for emp')yees to pay half the
cost of raising the wage to a cultural wage level as an earned
right, rather than to have their share of the cost presented
to them by employers as a charity.

Last, and most important of all, the substitute bill fur-
nishes a self-supporting method by which a permanent live-
lihood may be secured by the large excess number of em-
ployees who have been displaced from industry, and cannot
be reabsorbed in industry or agriculture, and whose number
is so large that it is physically impossible to create a reserve
fund sufficlently large to support them in idleness, even i
it were desirable to supply wages without work. For thesé
idle detached workers, who cannot be covered by any indus-
trial protection plan that is sound and that will permit in-
dustry to function without undue and unnecessary retarding
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influences and impediments, the only possible unemployment
{nsurance is employment.

Mr. President, yesterday I had occasion to discuss the
questionable validity of title II and title VIII of this bill.
I am morally certain that in the course of time, if title IT
shall be enacted as it now stands, it will either break down of
its own weight or it will come back under the cqndemtion
of a decision of the Court. For that reason primarily, and
especially since the adoption of the Clark amendment, I am
offering this substitute and making this statement; and I
now ask that I may insert in the Recorp a statement pre-
pared by Mr. Henry E. Jackson, an expert in the fleld of
social insurance, who appeared before the Finance Com-
mittee as a8 witness, and gave to the committee testimony
when we were considering the bill now before the Senate.

The VICE PRESIDENT. Is there objection? The Chair

hears none.

The statement Is as follows:

THR GEORGE SUBSTITUTE SOCIAL~SECURITY BILL
(A statement by Henry E. Jackson)

1. The large and important part of the Wagner social-security
bill is concerned with organized Industries, providing protection
against the hazards of old age and unemployment. The George
bill 1s proposed as a substitute for this part of the Wagmer bill
and it also covers two additional hazards not provided for in the
Wagner biil.

2. The two bills are copstructed on principles which are

basically different; the Wagner bill provides that the Federal Gov-
ernment own and operate the protection plans of industry; the
George bill provides that the Federal Government's function be
limited to setting a standard schedule of benefits to be maln-
taiped, but permits industries a large degree of freedom in the
management of their plans. The George bill is therefore in exact
accord with the American principle of democracy, which aims to
secure concerted action in the whole, while preserving freedom In
the parts. .
The Wagner bill meets the problem by the use of state soclal-
ism; the George bill uses the principle of democracy. I have no
objection to state soclalism applied to this problem, as we have
applied it to other problems, If this ig the best we can do. But I
belleve the democratic method is far more efficient in securing the
desired results and far more helpful in the development of indi-
vidual citizens.

3. The George b} provides a much larger schedule of benefits
than does the Wagner bill, and yet this larger schedule of bene-
fits 1s made to be financially feasible, because of the {reedom of
method granted industries to manage thetr plans, and because of
the large needless operating expense eliminated by the George
blll, and because of the financlal assistance to industries provided
in the George bill without additional expense to the Government.

4. The chief distinguishing characteristic of the George bill,
here Stressed, 18 that its method of securing the adoption of
PT?tection plans in American industries, is not compulsion, but
:ge‘c‘gt;ryb;:oopemtlogé The sp(e:gmed tax in the bill may be madg

& separate act o N en, {t is foun

10 be advisable.p t of ngress, if, and wh
p\fe' '1"‘he use of the voluntary method stipulated In the bill {m-
lions hat the social-security board charged with the admini-tra-
CWOI the act, would use all avallable means for enlisting in-
anq 135 in the plan, giving advisory service, exhibiting the pature
ope sdvantages of the plan, and explaining bow the plan can be
P! _rl:fed on the most inexpensive basis.
ltrcete' board could give a rating, like a Federal Dun & Brad-
bltiou. on a public governmental basis, thus giving public recog-

o and honor to those industries, which adopted plans measur-

P.t0 or spproximating the standards stipulated in the bill.
'Olu:momd thus be exhibiled the number of employers who do
t0 ado ¥ adopt the plan, also the number who are not willing
were Pt it, also those who would be willing to adopt it, if it
mmpemadtme universal, so that they could be on a fair basis of
exhibityy, 011- This process would render an invaluable service in

6. ™ g the need there may be for compulsory legislation.
of émplg education, involved in the process of volunteer enlistment
Whic wgg& would create & volume of enlightened public opinion,
legisiat d clear the way for the easy passage of compulsory

lon, The
empy) assumption Is justified that a large proportion of
emgxg,y,:: Will probably adopt the plan voluntarily, because all

1e &re facing this problem wholly apart from any proposed
mg:;‘_‘g %Dd all intelligent employers recognize that ypxr')otel:,cg?on
mic nd:-l human machinery 1s pot only just but also an eco-
®uch 4 1) antage, and because an employer who does not have
of Cn:plom Will find 1t harder to secure and retaln the right type
‘m than the employer who adopts such a plan, and
Soldiery th er this bill 1t will happen to employers as it does to
e what an element of distinction and honor attaches to a
Qrageeq In: 15 & volunteer soldier rather than to one who is
of emplo conscripted under compulsion. Whatever the number
'Olunm-,ye" Who may or may not freely adopt the plan, the
lnary o, mi?ethot! will be an advantageous process as a prelime
Rayy by thy use of compulsion, which will affect not those who
tumemdoptedthep!an.butomytboao'hoh:nnat.
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7. A bill constructed on the principle of the George bill i»
obvicusly the only type of bill which can be operated on the
basis of valuntary cooperation. Please observe that freedom of
action ‘is not only the method used for securing tance of
the plan, but after industries have sdopted the plan, as stated
in the bill, they are given freedom in the ent and op-
eration of tbeir plans. The principle involved here is one of
paramount importance. It i{s not only the democratic principle
of ‘social control but i1s the only principle suitable to the treat-
ment and development of human nature. Detall rules and reg-
ulations are adapted to dogs and horses. They need them be-
cause they are dogs and horses. But what distinguishes a man
from a dog or horse is his use of moral judgments. Therefore
all social legislation ought not only to permit but stimulate the
use of moral judgments, This is what the George bill definitely
aims to do. But the Wagner bill will do conspicuous moral
damage to citizens, because it is undemocratic, because it, like
the original National Security Act, contains detail rules and
regulations, handed down from Washington to employers per-
mitting them no chance to use moral judgments. Men properly
resent such rules or they would not be normal men. The Wagner
bill if adopted will no doubt run the same course as the N. R. A,
bill. It will break down of {ts own weight and then will be pro-
nounced unconstitutional. Then the work will be stopped and
be more than wasted, because the work of unscrambling the
machinery will have to be done.

8. If a billi of the George type were eracted, for the bdasic
reasons above stated, it will be observed that as a consequence
the question of its constitutionality is wholly avoided. It 1s
eliminated. It could not be raised. The bill imposes no pen~
alties and does rothing more or less than establish a bureau
or board, whose function 1s clearly specified and which offers
advisory service and operates on the basis of voluntary coopera-
tion. 7Therefore. as it stands the constitutional question is in no
way Involved. If later the Congress should pass a jJoint resolu-
tion making the bill's penalties effective and the Supreme Court
should pronounce it unconstitutional, the only thing the Court's
decision would affect would be the penslty clause and the board
could continue to do the work it had already begun. and there
would be no wasted effect. It could continue to put the bill into
operation under the sanction of public opinion Instead of using
two sanctions, public opinion and the tax penalty.

9. It the board should succeed In securing the voluntary en-
listment of a large number of industries in a plan, which they
found acceptable and beneficial both to employers and em-
ployees, it is highly probable that the Supreme Court would
pronounce the taxing provision to be constitutional {f Congress
decided to use it. For many years we have imposed a tariff tax
for an avowed purpose other than to ralse revenue, namely, to
protect manufacturers against the hazard of foreign competition.
No question of its constitutionality has ever been raised.
then as a national policy we have lmposed a tariff tax for the
protection of employers, we have s conspicuous and convincing
precedent for imposing & tax now under a soclal-security act for
the purpose of protecting both employers and employees against
industrial hazards, which have become a menace to tbe national
welfare.

After a large number of industries had adopted the plan and
demonstrated its usefulness, if Congress made the tax effective in
order to compel the participation of the remalning industries and
if then the Supreme Court should declare the tax provision to be
unconstitutional, we would have established a convincing basis and
ample justification for a constitutional amendment. This is &
natural and customary procedure, and by the framers of the Con-
stitution was designed and expected {0 be used whenever the pub-
lic welfare required its use. The Constitution was made for man,
not man for the Constitution. Thomas Jefferson stated in two
ehort sentences all that needs to be sald on the wisdom and neces-
sity of amending the Constitution. He sald: “Laws and institu-
iions must go hand in hand with the progress of the human mind.
We might as well require a man to wear the coat that fitted him
as 8 boy as civilized society to remsain ever under the regime of
their ancestors.”

It is probable, however, that no constitutional amendment will
be required, because the question as to whether or not the George
type of social-security bill 18 constitutional, does not fnvolve a
question of law, but an economic theory of the facts back of the
law. The Nation has now become 50 completely an economie unity
that we no longer have interstate commerce or intrastate com-
merce, we have just commerce. As soon as this economic fact is

as {t {8 the constitutionality of the George bill becomes
a foregone conclusion even to a layman. The method of voluntary
cooperation, which the bill provides for get{ing itself into opera-
tion, 1s designed to make such s conspicuous exhibit of this eco~
nomie fact that the bill's constitutionality will never te rafsed.
Nothing is 80 convincing as a fact, as Chief Justice Hughes indi.
cated in his dissenting opinion in the Railroad Retirement Act. He
sald, * Where the constitutional validity of a statute depends upon
the existence of facts, courts must be cautious about reaching a
conclusion respecting them contrary to that reached by the legis-
lature; and if the question of what the facts estahlish be a fairly
debatable one, it is not permissible for the judge to set up his
opinion in respect of it against the opinlon of the lawmaker,”

10. I am informed that no bill of this character hes ever been
proposed or passed by the Federal Congress without effective pen-
alties attached. This is probably true. That is the chief reason
why it should be passed now as 8 new legislative procedure. It
likewise true that hitherto no social-security bill has been
by the Pederal Congress. It is a new kind of legialation

¥
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& complex industrial problem, and therefore requires a new legis-
lative procedure. New wine calls for new bottles.

Even if we knew that the tax penalty would be ultimately neces-
sary, it would be wise and helpful to use the method of voluntary
cooperation as a preliminary process on the way to our desired goal.
The shortest distance between two points is the line of least resist-
ance. As far as it is feasible, the more excellent way is to reward
men if they do, rather than to punish them if they don’t.

It i1s a curious circumstance that we still persist in believing
that the only eflective legislation possible must have attached to
it a penalty like a fine or imprisonment, whereas it has been re-
peatedly demonstrated that such penalties have been futile in
securing observance of a law if it 1s not supported by public opin=~
ion. The prohibition law as a dramatic case in point. The demo-
cratic method is the method of freedom and, despite its obvious
defects, democracy is the most effictient form of government yet de-
vised. An {lluminating definition of freedor, the only real freedom
which I think we possess, would be that jt is voluntary obedience
to self-recognized law.

‘While the method here proposed applies with special force to leg-
Islation dealing with industrial problems, such as the soclal-security
bill does, yet it is a wise working formula for many other types of
legislation, because it ought to be obvious that it is not physically
possible to put any law into effective operation unless we first
secure a large measure of voluntary obedience to it. The George
bill 1s definitely designed to secure as large a measurs® of voluntary
obedience as possible to a law recognized as wise and desirable.
Wﬁs:m dispense with penaltles if we can; we will use them if we
m

Mr. GEORGE. Mr. President, I have only this to say
further upon the substitute: It does not carry immediate
compulsion, or attempt to do so, for the reasons I have
already sfated; but it is the first attempt to offer an induce-
ment through a Federal agercy to industry to provide su-
perior benefits to those specifed in title II of the pending
bill. Not only that, but it makes possible the doubling of
those benefits by voluntary contributions by the employees
themselves, though it does not relieve the employers from
granting greater benefils than title II of the bill provides
and covering two additional hazards to which X have already
directed attention. It also holds out a strong inducement to
employers to adopt this program by prcviding for loans from
the Treasury in the form cof security bonds, but to be re-
tained in the Treasury as its protection, so as to enable in-
dustry which has not in the past made suitable provision
of a reserve fund to support the plan set out in the bill, or
its equivalent. That makes possible also the transfer of
credits, which, of course, is an essential feature of any
security plan, or of any system which undertakes to provide
against industrial hazards.

Mr. President, I am not only convinced of the desirability
of such’'a course, but I believe it will be to the real interest
of the country to have an opportunity to consider more
deliberately, and separated from other admittedly im-
portant proposals in a long and involved bill, the problem
we are discussing, and with which I have dealt in the
amendment. If and when titles II and VIO of the bill shall
be again before the Congress we shal be able, I hope, to
work out a program which will provide against the indus-
trial hazards which ought to be provided against as a part
of the cost of doing business.

Attached to the substitute is also provision for self-sup-
porting villages, either of the subsistence homestead type
or of any other type of homestead with which the Congress
has dealt, in recognition of the fact that so large a percentage
of our working people have been unable to find employment,
and will through a relatively long period be unable to find
employment until some way of providing employment shall
be found. The benefits granted under title II of the bill
when they are analyzed will be found to be exceedingly
meager, and there are large groups of our population which
will not participate at all in the benefits of title II. Indeed,
out of some forty-five to fifty million people who ordinarily
and normally are gainfully employed in the United States,
approximately one-half only will be affected by title IL

Mr. President, I ask to have inserted as a part of my
remarks an editorial which appeared in the New York Times
of June 17, entitled “ The Social Security Bill,” as bearing
upon what I have tried to emphasize—the necessity for more
careful and more exhaustive study of the subject unem-
barrassed by other legislative proposals.

" The VICE PRESIDENT. Without objection, it 1s so
ordered.
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The editorial is as follows?

[From the New York Times of June 17, 1833]
THXE SOCIAL-SECURITY BILL

The Senate seems to be on the verge of debating only perfune.
torily and passing quickly the full social-security bill already
by the House. It seems almost too late to hope that a measure of
so sweeping a nature will recelve the close and careful study gy
deserves. The case for splitting it into its constituent parta i .
strong one. It would obviously be desirable to break it into at
least three separate measures—one providing for immediate old-age
assistance and Federal contributions for maternal and child ajq a
second providing for unemployment insurance, and the thirdq p;.o_
viding for permanent old-age insurance. Only after such a diyi.
sion would each section be likely to receive suficient consideration,
and to.be voted upon as {ts merits deserve.

The whole contributory old-age-pension scheme In particulay
ought to be postponed and turned over to an expert commissjon
for study. As it stands, it imposes A gradually rising tax on
employers and employees, which at the end of 10 years, it has beep
estimated, will amount to 81,700,000,000 a year, This in itselt
would mean an added tax burden equal to nearly half of the exist.
ing total Federal tax burden. Further, it would result, it has been
calculated, in the sccumulation of an eventual reserve fund of the
immense total of $32,000.000,000. The problem of managing such
a reserve fund, and its possible social and economic effects, have
not yet recelved anything like adequatz study. Alternative types
of old-age pensions ought to be considered.

Nothing has yet been done, agaln, about amending the major
defects of the unemployment insurance plan as it stands. It still
does not provide that the workers shall contribute toward thelr
own insurance, in spite of the convincing arguments for this prac-
tice and the fact that it prevails in virtually every such system
abroad. And it still, for no good reason that it would be possible
to think »f, levies a 3-percent tax on the total pay rolls of employ.
ers, instead of merely on that part which is paid to workers ac
covered by the insurance benefits,

Mr. McCARRAN. Mr. President, in view of the fact that
there may be no roll call on the substitute offered by the
Senator from Georgia {Mr. Grorcel, and since there are
some of us who are more interested in the subject matter
of old-age security than in the letter of the pending bill,
which in all probability will be passed by the Senate, and as
there may be some of us who seriously doubt whether the
bill, if enacted into law, can receive the sanction of the
Court of last resort, without taking up the time of the Sen-
ate, but entertaining an entirely sympathetic idea toward
provision for old-age security and social security through a
constitutional measure, which I do not believe will be passed
here today, I desire to be recorded in fuvor of the George
amendment,

Mr. BORAH. Mr. President, I may say just a word, al-
though it is not directed to the particular ariendment now
pending, but rather to the bill,

The question of the constitutionality of title II has been
raised and discussed. I presume we all recognize that title
IT does present a serious question. I do not think it is free
from doubt. But my vote on the bill will not be controlled
by the constitutionality or unconstitutionality of title IL
There are provisions in the bill the constitutionality of
which cannot be doubted, and I favor those provisions.

The bill provides that in case of any portion of the meas-
ure being held unconstitutional, the holding shall not affect
other portions. Even if that provision were not in the bill,
I think the courts would apply such a rule. In view of the
portions of the bill which seem to me wholly unquestioned
and which I favor, I shall vote for the measure.

The VICE PRESIDENT. The question is on agreeing to
the amendment offered by the Senator from Georgia [Mr.
Georce] in the nature of a substitute for title II and title
VIIL

The amendment was rejected.

Mr. HASTINGS. Mr. President, I send an amendment {0
the desk and ask to have it read.

The VICE PRESIDENT. The clerk will state the amend-
ment.

The Lrcistarrve CLErx. It is proposed to strike out title
II, beginning in line 15, on page 7, and ending in line 13
page 16.

Mr, HASTINGS. Mr. President, the purpose of the
amendment is to strike out title II of the bill. As everyon®
knows, this title refers to the plan for annuities. I dis-
cussed the matter at length on Monday, and do not care
now to take the time of the Senate, but I should like to ask

I
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if there is to be no tfurther discussion with respect to it, that
we have a yea-and-nay vote on the amendment.

The VICE PRESIDENT. The question {5 on agreeing to
the amendment of the Senator {from Delaware, on which he
has asked for the yeas and nays.

The yeas and nays were ordered.

Mr. HARRISON. Mr. President, let us have the amend-
ment again stated.

The VICE PRESIDENT. The clerk will again state the
amendment.

The Cmxer CLERK. It is proposed to strike out title IT, be-
ginning in line 15, page 7, and ending in line 12, page 186.

Mr. KING. Mr. President, it is not my purpose to detain
the Senate but for a few moments. Yesterday I submitted
some observations concerning the pending bill and directed
particular attention to titles IT and VIOI. I stated in sub-
stance that the bill under consideration had a number of
admirable features which commanded my support, but that
in my opinion titles II and VIII contained provisions which
would not be sustained when challenged ir the courts. It is
believed by many—and I am among that number—that in
view of the other provisions of the bill there should be legis-
1ation of a supplemental character providing old-age bene-
fits. I regret that steps have not been taken, and legislation
proposed of a constitutional character, that will accomplish
the desired results and afford suitable and adequate an-
nuities or old-age benefits for the class of individuals com-
prised within the provisions of titles IT and VIII of the pend-
ing measure. However, the provisions of these two titles do
not reach all the persons above the age referred to, aud,
indeed, deal with perhaps not exceeding 50 percent of those
over the age of 65 years.

The Senator from Georgia [Mr, Grorcel has referred to
this matter and pointed out in a clear and comprehensive
manner the defects in the present bill and the necessity, if
the objectives sought are to be attained, of adopting a differ-
ent plan from that found in titles II and VIII. As stated,
there are provisions in the bill the constitutionality of which
cannot be guestioned, and which possess merit and should be
enacted into law. The bill before us contains separate provi-
sions and separate titles. Thgey are as disconnected or sepa-
rated as though they were i separate bills.

The bill contains, as Senators know, various titles which
are so complete in themselves that the elimination of one or
more would not mar or destroy those remaining. Believing
asTdid that titles II and VIII were subject to challenge upon
the ground of being unconstitut'onal, I took the position,
when the Committee on Finance first began the consideration
of the bill, that it should be divided into separate bills and
€ach separate part be considered as an independent measure.
I especially urged that the consideration of titles I and VIII
be deferred until the other provisions of the bill had been
acted upon. Moreover, it was my opinion that sufficient
study had not been given to the question of old-age benefits,
With the intricate and technical questions involved, and that
itgtzlew of the fact that if the bill as presented were enacted
o layv titles 1T and VIII would not become effective for
dgfmmm.ately 2 years, it would be the part of wisdom to
n €r action upon the question of old-age benefits until the

eXt session of Congress.
gi;l‘;here are some Senators and many other persons who have

ti?la'ctennon to the provisions of the bill, and particularly
mmﬁes II and VIII, who have serious doubts as to the con-
oul d°gahty of the same. I believe that a definite plan
DODulan'e prowdeq which would embrace a larger part of our
ref C&l than is covered in the provisions of the titles
°1d-ExLIgeedbe - The view is entertained by many that to provide

Pt nefits for perhaps less than one-half of our popu-

Ver 65 years of age does not meet the situation or deal
t the problem in a satisfactory manner.

’isaObvious that if the bill in its present form is enacted
those W, hundreds of thousands, and indeed millions, of
for reﬁmmg the age of 65 years, not finding any provisions

el {n the old-age benefit features of the bill, will be

ted

mag, by to title I, thus increasing the contributions to be

the States as well as the Federal Government. The
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millions who will not receive old-age benefits under titles
II and VIII, assuming that those provisions shall be held
constitutional, will, if they obtain any relief, be compelled
to avall themselves of old-age assistance or pensions, pro-
vistons for which appear in title L.

I wish a sound and satisfactory measure were before us
to encompass the entire questions with which the measure
before us attempts to deal. In view of the fact that the bill
does have provisions of merit which I approve, and in view
of the separability of the provisions, I may feel constrained
to vote for the passage of the bill, though believing the
titles referred to to be unsound from a constitutional stand-
point.

Mr. President, as I understand, the American Association
for Social Security, with headquarters at 22 East Seventeenth
Street, New York City, has been active in attempting to
secure pensions and social-security legislation. I am advised
that Mr. Epstein is connected with this association and, as
Senators know, he has for many years earnestly sought to
secure State legislation providing for old-age pensions. X
am in receipt of a memcrandum distributed by this organi-
zation a short time ago, which contains an analysis of
H. R. 7260, and which gives some attention to title II ang title
VIII of the pending bill. It states that the provisions in
these titles place the largest burden of the future support
of the aged upon the workers and industry. Reference is
made to the snormous reserves which will be built up.

These reserves will be frozen for many years. The committee
estimates that under this bill there will be a reserve fund of over
10 billlon dollars by 19848 and the reserve will amount to aover

32 billloa dollars by 1970. Such €normous reserves are unprece-
dented.

The statement further continues:

The removal of so much purchasing power in the next few
years may hamper recovery and cause great social harm. It is
extremely questionable whether our economic system can stand
the withdrawal of s0 much needed purchasing power.

The statement further continues:

In setting up such high contributions the bill places a back-
breaking burden upon the present generation. The younger gener-
ation, as taxpayers, will not only have to pay the cost of the non-
contributory pension system, as well as the largest part of the
benefits under the contributory system for those now middle-aged,
but will be forced to provide fully for its own old age.

1t is further stated that—

The plan under this bill is to build up large reserves out of
contributions by employers and employees In order to make the
plan self-sustaining in as short a period as possille, so as to relieve
the Government from much of its expenditures on non-contribu~
tory old-age pensions. We believe that self-sustaining snnuities
cannot be wisely built up in a short period, and that it is especi-
ally unwise to accumulate large reserves from contributions levied
largely upon wage and salaried workers without sny help from
the Government out of funds derived from the higher income
recipients in the Nation.

Without assenting to all of the statements above quoted,
they furnish, it seems to me, sufficient reason for a further
study of the important question of old-age annuities. The
statement further continues:

In view of the technical complications of the subject it would
probably be advisable to strike out completely titles II and VIIX
from this bill. A congressionsal committee should be created to
study the subject further and report to the next session of

Congress.

I have called attention to this statement because of the
study which has been given to pensions, old-age insurance,
old-age benefits, and so forth, by the organization from
whose statement I have quoted.

The VICE PRESIDENT. The question is on agreeing to
the amendment offered by the Senator from Delaware (My,
HasTInGS] to strike titie I from the bill. The yeas and nays
nave been ordered, and the clerk will call the roll.

The legisiative clerk proceeded to call the roll.

Mr. KING (when his name was called). Upon this vote
I have s pair with the junior Senator from California [(Mr,
McApool, and in his ahsence I withhold my vote.

Mr. LA FOLLETTE (when Mr. NyYx’s name was called),

I desire to announce that the Senator from North Dakota -
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[Mr. Nye] is detained by illness. He has a pair with the
senior Senator from Virginia [Mr. Grassl. If the Senator
from North Dakota were present, he would vote “ nay.”

The roll call was concluded.

Mr. ROBINSON. I desire to announce that the Senator
from Ilinois [Mr. Lewisl, the Senator from Montana [Mr.
Murray], and the Senator from Oklahoma [Mr. THomas]
are necessarily detained from the Senate on official business.
I am advised that these Senators would vote “mnay” if
present.

I wish also to announce that the Senator from California
[Mr. McApool, the junior Senator from Virginia [Mr. Byrpl,
the Senator from Missouri [Mr. CLark], the Senator from
Nevada {Mr. McCarran], the Senator from Kentucky [Mr.
Locanl, and the senior Senator from Virginia [Mr. Grassl,
are unavoidably detained.

Mr. BULKLEY. I repeat the announcement of my gen-
eral pair with the senior Senator from Wyoming [Mr.
Carey). Not knowing how he would vote on this question,
I transfer my pair to the junior Senator from Utah [Mr.
THOMAsS], wWho is detained on important public business, and
vote ‘ nay.”

Mr. HAYDEN. My colleague, the senior Senator from
Arizona {Mr. Asuurst], is necessarily detained from the Sen-
ate. If present, he would vote “nay.”

The result was announced—yeas 15, nays 63, as follows:

YEAS—18
Austin QGeorgs Keyes . Townsend
Barbour Gore Metcalf Vandenberg
Capper Hale Smith White
Dickinson Hastings Steiwer

NAYS—63
Adams Coolidge La Follette Radcliffe
Bachman Copeland Lonergan Reynolds
Balley Costigan Long Robinson
Bankhead Davis McGill Russell
Barkley Dieterich McKellar 8chall
Bilbo Donahey McNary BSchwellenbach
Black Duffy Maloney Sheppard
Bone Fletcher Minton 8hipstead
Brown Frazier Moore Trammell
Bulkley Gerry Murpby Truman
Bulow Gibson Neely Tydings
Burke Guffey Norris Van Nuys
Byrnes Harrison O'Mahoney Wagner
Caraway Hatch Overton Walsh
Chavez Hayden Pittman Wheeler
Connally Johnson Pope

NOT VOTING—17

Ashurst Couzens McAdoo Thomas, Okla.
Borah CGlasa McCarran ‘Thomas, Utah
Byrd King Murray
Carey Lewis Norbeck
Clark Logan Nye

So Mr. HasTings' amendment was rejected.

Mr. HARRISON. Mr. President, I offer a clarifying
aemendment, which I send to the desk and ask to have read.

The VICE PRESIDENT. The amendment will be stated.

The CHier CLERK. On page 3, line 13, after the word
“ plan ”, it is proposed to strike out “ one-half ”’; and in line
14, after the word “ collected ”, it is proposed to insert:

A part thereof in proportion to the part of the old-age assis{-
ance which represents the payments made by the United States.

The VICE PRESIDENT. The question is on agreeing to
the amendment offered by the Senator from Mississippi.

The amendment was agreed to.

Mr. HASTINGS. Mr. President, I offer ¢n amendment
which I send to the desk and ask to have read.

The VICE PRESIDENT. The amendment will be stated.

The CHIEF CLERK. On page 46, line 19, after * per centum ",
it is proposed to insert:

Prorids2, howeper, That the tax levied in this act to bs paid
by the employer shall not in any event exceed 1 percent of the
gross receipts of the business of the employer.

And on page 52, line 24, after “ per centum ", it is pro-
posed to insert:

Provided, however, That the tax levied in this act to be pald
by the employer shall not in any event exceed 1 percent of the
gross receipts of the business of the employer.

Mr. HASTINGS. Mr. President, I have spoken to the
chairman of the committee with respect to this amend-
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ment, and he has stated that he has no figures to show
whether or not its adoption would greatly reduce thy
amount contemplated to be raised under the bill. I p,,
asked that he accept the amendment and take it to cone
ference, and find out in the meantime whether or not l;
would seriously interfere with the amount. He hag not
definitely promised, but I think he is about to do so.

Mr. HARRISON. Mr. President, of course the Senatqg
from Delaware knows that personally I would do -
thing in the world for him; but this amendment Is rathg,
involved, it is uncertain in its terms and in its effect, apq
I fear it is really so important that I should rather hay,
the Senate pass upon it.

Mr. HASTINGS. Mr. President, this amendment hgy
been suggested by the service industries. The particulg,
industries interested in the amendment are those which
are conducting the beauty parlors. There are 57,000 rec.
ognized shops, employing 240,000 people, doing a grog
annual business of $400,000,000, with certain fixed obligg.
tions in connection with leases and equipment and taxey
which cannot be passed on, and which, having the prage.
tical effect of a 25-percent reduction of the gross businesy
done, must necessarily be absorbed in the nonfixed fac.
tors of the business,

The object of the bill is to assist employees where prac.
tically all the expense, or a large part of the expense, i3
in the pay roll. In this particular industry it is contendeq
that it is not possible to pass on to the consumer the
expense in guestion, as will be done in most cases, and
that 1 percent on the gross receipts is a sufficient tax to
place upon any industry at this or any other time.

I hope the chairman of the committee will consent tp
take the amendment to conference, and ascertain just what
effect a tax of 1 percent on this industry will have upon
the bill itself.

The VICE PRESIDENT. The question is on agreging to
the amendment offered by the Senator from Delaware.

The amendment was rejected.

Mr. GORE. Mr, President, the amendment I intend to
offer tracks very closely the amendment offered by the Sen~
ator from Delaware [Mr, Hastincs), except that his amend-
ment would affect some large concerns, such as the large
telephone companies and the large telegraph companies, and
the like. The Senate has just rejected his amendment.

The pending bill imposes a tax of 3 percent on the pay
rolls of all employers included within the terms of the meas.
ure as a contribution to the unemployment fnsurance fund.
A tax of 3 percent on the pay rolls of individuals and part-
nerships engaged in rendering personal services, such as
barber shops, cleaning and pressing establishments, beauty
parlors, and the like, will in some instances amount to 26
percent of their net earnings. A tax of 25 percent on net
earnings is, of course, disproportionate and excessive, and
would in some cases be destructive of the business itself.

To meet this situation and remedy this injustice—to pro-
tect the little fish against the big ones—I am offering an
amendment tracking the amendment just offered by the
Senator from Delaware, but limiting the application of this
l-percent tax to firms and partnerships. In other words,
my amendment provides that if 3 percent on the pay rolls
of ihese small concerns exceeds 1 percent of their gross
earnings, then 1 percent of their gross earnings shall con-
stitute the limit of their payments rather than the 3 per-
cent of their payrolls. This might prove a life preserver i
many deserving cases.

Mr. President, what I have primarily in mind is this: The
amendment I offer will limit the tax on such concerns 88
cleaning and pressing outfits, barber shops, beauty parlors
and small concerns which are engaged in rendering per-
sonal service. I have here a computation which I shall ast
unanimous consent to have printed in the Recorp., If
some instances 3 percent of the pay rolls of these
concerns will amount to 25 percent of their net earnings
That is unfair. It will either put these concerns out ¢
business, or seriously cripple them. It will oblige them L
many cases either to reduce the pay or reduce the numbe
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of thelr employees. Either of these results is undesirable.
My amendment will limit it to individuals or to partner-
ships. It does not include corporations or stronger con-
cerns which could pay the 3 percent tax on pay rolls and

survive. .
I hope the Senate will adopt this amendment and allow

it to go to conference, because there is certainly justifica-
tion or at least there is reason why we ought seriously to
consider the matter before we impose upon these little con~
cerns & tax which may put them out of business, and cer-
tainly will cripple them most seriously.

At this point I ask unanimous consent to have printed
in the RECORD & statement showing how excessive this 3-
percent tax is with respect to some of these small concerns.

The VICE PRESIDENT. Without objection, it is so

ordered.
The statement referred to is as follows:

To the Finance Commiltee, Senate of the United States:

Memorandum suggesting the necessity and advisability of making
certain exceptions or modifications to the pay-roll tax rates
provided for by the economic-security bill 0 as to alleviate the
unequally heavy incidence of the tax in those businesses where
the proportion of pay-roll expenditures to total business turn-
over is unusually high
We have been consulted In recent days by several business con-

cerns engaged In what might be called personal-service activitles
concerning the contemplated pay-roll taxes in the economic-
security bill. As a result of information submitted to us by them,
as well as an independent investigation of our own into the statis-
tical and operating aspects of various types of persopal-service
businesses, we feel that these clients are justified in thelr convic-
tion that businesses of their class will suffer irreparable damage
ff the pay-rol taxes are applied categorically without regard to
the unusual operating factors involved.

It s obvious that a tax of 3 percent on pay rolls {considering
for the moment merely the tax for unemployment-insurance
purposes} may have a relatively light incidence upon an industry
In which the pay-roll expenditures constitute a smsall proportion
of the gross income, say 56 percent to 15 percent. In some busi-
nesses, and this is especially true In organizations of a personal-
service character, such as laundries, barber shops, beauty parlors,
telephone and telegraph compabies, ete., the pay-roll expendltures
may, and usually do, constitute 50 percent or more of the total
business turn-over. For example this figure is reported to be
60 percent for the telephone industry, and 75 percent for the
motion-picture production industry.

Perhaps a concrete illustration will help to demonstrate the
eflect of the application of the contemplated tax on a business
with an unusually high pay-roll factor. In the beauty-shop
Industry the pay-roll averages about 52 percent of the gross
income. The net income in the industry is estimated at about
8 percent of the gross business, The tax of 3 percent on the
Py rolls would be equal to 1l4 percent of the gross income, or
25 percent of the net income. As consumer hablts and standards
will make it largely impossible to pass sny substantial part of this
tax on, it becomes tantamount to a tax of 25 percent on the net
income, or a reduction of 25 percent in the gross business done.

This industry has 57,000 recognized shops, employlng 240.000
l:::tple. and does a gross annual business of $400,000,000. With
c‘naln fixed obligations in leases and equipment a tax which
N 25uot be passed on, and which would have the practical effect of

-Percent reduction of the gross business done, must necessarily
t‘hel';‘:::soﬂ:vecl in the nonfixed factors of the business. It is bound,

a ore, to have a depressing and damaging eflect upon wages
n;it salaries in the {ndustry.

ot thWould seem that there Is 8 reasonsble and practical solution

is difficulty consistent not only with the purposes of the

:ggomlc security bill but also in harmony with the larger
lhto?ic and social program of which it 18 a part. We belleve
PYO\Tlslggs could be accomphshed by amending the pay-roll tax

Provide and rates of the by}l so that they would in effect
exceeq lthat the pay-roll tax at the existing rates should not
momﬁc,tl-"ex'r:ent of the gross business of the employer. Such &
“’-\equa? fon would sufficiently alleviate the unduly heavy and
high o Incldence of the pay-roll tax in such industries with a
the Y-Toll factor to enable the tax to be absorbed without
?ﬂtive consequences of elther destructive absorption of
wnsgq&gtbusmessi including its labor, or a loss of business
unem -

Ceaseq P ployment from consumer resistance to in.

m‘t‘;-bggm T hope the chalrman of the committee will
Mr to tnis umendment going to conference.

"hes;mate N. I am afraid that if I should agree to it
The v1 would pvernue me about it

Dieqty CE PRESIDENT. The Senator offers an amend-

¥’h; GORE. Yes: I offer the amendment.
MVICE PRESIDENT. ' The Senator has put it in his
the Chair understands.

——mmseeeeeeeee
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Mr. GORE. Yes; that Is a sort of a pocket veta
[Laughter.] I send the amendment to the desk and ask
to have it read.

The VICE PRESIDENT. The amendment will be stated.

The Curer CLERK. On page 46, line 19, after the words
* per centum ”, it is proposed to insert the following:

Provided, however, That the tax levied in this act to be peid
by the employer if an individual or partnership shall not in sny
event exceed one percent of the gross receipts of the businesg
of the employer.

And after the words “ per centup: ”, in line 24 on page 52,
it is proposed to insert:

Provided, however, That the tax levied in this act to be paid
by the employer if an individual or partnership shall not in any
event exceed one percent of the gross receipts of the business of
the employer.

The VICE PRESIDENT. The question i{s on agreeing to
the amendment offered by the Senator from Oklahoma.

The amendment was rejected.

Mr. GORE. Mr. President, I send to the desk an amend-
ment, which I ask to have read. The amendment speaks
for itself. I bave offered it before. I offer it once again.

The VICE PRESIDENT. The amendment will be stated.

‘The Curer CrLErRK. It is proposed to add to the bill a new
section, as follows:

Sec. —. Notwithstanding any other provision of law, the Presi-
dent is empowered In his discretion to allocate funds appropriated
by the Emergency Relief Appropriation Act of 1935 for the pur-
pose of making payment or settlement, In whole or in part, in
cash or on the instailment plan (as may be agreed upon between
the President and the beneficiary) of adjusted-service certificates
issued to the veterans of the World War, less in any case the
amount of any loan or indebtedness secured by such certificate:

, That the amount of said funds required to cartry out
the provisions of this section is hereby made avallable for such

purpose.

Mr. GORE. Mr. President, I do not intend to discuss this
amendment. I offered the amendment in the committee, and
it was voted down. 1 have discussed it on the floor of the
Senate. It simply authorizes the President, in his discretion,
to make payment of the soldier’s bonus in whole or in part,
in eash or on the installment plan, or in such way as may
be agreed upon between the President and the holder of the
certificate. It is purely in the discretion of the President.
There is nothing mandatory about it.

I have offered the amendment before, and in order to
keep my record straight I offer it again. I think this Is a
judicious way in which to pay the bonus in whole or in part
at the present time. It is the only way in which it could
be done. This is perhaps the last bill to which such an
amendment would be appropriate. It is appropriate, it is
pertinent, to this social-security bill.

Mr. LONG. Mr. President, at this point I desire to place
in the REecorp a statement in a few words as to my vote on
this bill. I am going to vote for this amendment alsc. My
vote will be recorded in favor of the bill, though not be-
cause I think the bill will do any good. I think the bill in
the long run probably will do harm, averaged up one side
and down the other, as I expect it to be administered. I do
not see much chance of very much good being done by it.

However, the old-age pepsion and unemployment relief
features of the bill I originally spdnsored in the Senate In a
resolution I submitted and in a’ bill I introduced, and I
would not have the public think this administration has in
any respect been obstructed in what it claims to be a gesture
of public service.

The bill is apparently intended to do a great deal of good,
but it provides for levying more taxes and probably impos-
ing a great deal more of burden than any good it will do;
and in its undertaking to make every man who draws a
pension establish himself as a public pauper it creates an
embarrassment before it allows anyone to receive any Lene-
fits, and then leaves it hazardous as to there being any
benefits, because at the most only 1 out of 10 can be accom-
modated under the bill.

However, when there has been any reasonable ground for
expecting good to be done I have recorded my vote far these
measures of all kinds. There is some reasonable ground here
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to expect that good may come from the bill. However, Mr.
President, I wish to say that I have not a doubt about the
bill being unconstitutional.

I am willing, however, to wailve my own opinion on the
question of constitutionality in favor of the opinion of those
who claim to be better students of the Constitution. I have
seen at least nine * brain trusters ” on the floor of the Senate
since the bill has been under consideration, all of whom
evidently claim the bill to be constitutional. Since it is the
order of the day to accept the opinion of the *“ brain trus-
ters ” on all constitutional questions which may arise, I am
not so sure that before the case would reach the Supreme
Court some of the judges of the Supreme Court might die
and some of these * brain trusters ” might be placed on the
Supreme Court bench in time to consider the bill when it
shall reach that Court for consideration. That being so,
there is that chance of the bill being declared constitutional.
I shall give them the benefit of any hazard of a doubt which
might accidentally flow into consideration of the bill.

I would have it known by my record that there is no
desire on my part to obstruct anything having a pretense
of being for the public good, though in this case, as in others
similar to it, I shall be very much surprised if a single mem-
ber of the Court, if it shall remain constituted as it is today,
should hesitate for an instant to declare the bill unconsti-
tutional. I should be even more surprised if a single bit of
good should come out of the bill, but I give the sponsors of
the bill all the benefit of the Joubt.

The VICE PRESIDENT. The question is on agreeing to
the amendment of the Senator from Oklahoma.

Mr. GORE. Mr. President, I should like to have a yea-
and-nay vote. Other Senators may desire it or may not
desire it. I ask for the yeas and nays.

The yeas and nays were not ordered.

The amendment was rejected.

The VICE PRESIDENT. The question is on the engross-
ment and third reading of the bill.

The bill was order=d to be engrossed for a third reading,
a1d read the third time.

The VICE PRESIDENT. The question is, Shall the bill
pass?

Mr. LAFOLLETTE. Let us have the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll

Mr. BYRD (wher his name was called). On this ques-
tion I have a pair with the Senator from California [Mr.
McApoo], who is unavoidably detained. If he were present,
he would vote “ yea.”  If I were permitted to vote, I should
vote “nay.”

Mr. LA FOLLETTE (when Mr. NYE’s name was called). I
was requested to announce that the junior Senator from
North Dakota [Mr. Nye] is paired with the senior Senator
from Virginia [Mr. Grass], who is necessarily detained.
The junior Senator from North Dakota {Mr. NYE]} is absent
on account of fllness. If present, he would vote *“ yea.” I
am informed that the Senator from Virginia [Mr. Grass],
with whom he is paired, would vote “ nay.”

‘The roll call was concluded. ]

Mr. DAVIS (after having voted in the affirmative). I
have a general pair with the junior Senator from Kentucky
[Mr. Locan], who is unavoidably detained. I am informed

that if present, he would vote as I have voted. Therefore I |

allow my vote to stand.

Mr. BULKLEY. I repeat my announcement of my gen-
eral pair with the senior Senator from Wyoming [Mr.
Carey]. I am advised that if he were present, he would
vote as I intend to vote. I am therefore free to vote. I
vo‘w o yea-n

Their names being called, Mr. Typmngs and Mr. GorE an-
swered *“ present.”

Mr. LEWIS. I wish to announce that the Senator from
South Carolina [Mr. SMxTH] is necessarily detained in an
important comm!itee meeting.

“The Senator from Urax [Mr, TROMAS] i8 necessarily de-
tained on important public business. If present, he would
vote “ yea.”
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The result was announced—yeas 77, nays 6, as follows:
YEAS—TT
Adams Connally Keyes ad
Ashurst Coolidge King Radcliffe
Bachman Copeland La Folletts Reynolds
Balley Costigan Lewis Robinson
Bankhead Davis Lonergan Russell
Barbour Dickinson Long Schall
Barkley Dieterich McCarran Bchwellenbach
Bilbo Donahey McGill Sheppard
Black Duffy McKellar Shipstead
Bone Fletcher McNary Steiwer
Borah Frazier Maloney Thomas, Okla,
Brown: George Minton’ Trammell
Bulkley Gerry Murphy Truman
Bulow Gibson Murray Vandenberg
Burke Guffey Neely Van Nuys
Byrnes Harrison Norris Wagner
Capper Hatch O'Mahoney Walsh
Caraway Hayden Overton Wheeler
Chavez Johnson Pittman ‘White
Clark
NAYB—8§
Austin Hastings Moore Townsend
Hale Metcalf
NOT VOTING—13

Byrd QGlass McAdoo Smith

Gore Norbeck Thomas, TUtah
Couzens Logan Nye Tydings

So the bill was passed.

The title was amended so as to read: “An act to provide
for the general welfare by establishing a system of Federal
old-age benefits, and by enabling the several States to make’
more adequate provision for aged persons, blind persons,
dependent and crippled children, maternal and child welfare,
public health, and the administration of their unemploy.
ment-compensation laws; to establish a Soclal Security
Board; to raise revenue; and for other purposes.” !

Mr. HARRISON. I move that the Senate insist upon its
amendments, ask for a conference thereon with the House
of Representatives, and that the Chair appoint the conferees
on the part of the Senate.

The motion was agreed to.

The VICE PRESIDENT. The Chair will appoint the Sen-
ate conferees later,

The VICE PRESIDENT subsequently appointed Mr, Haz-
RISON, Mr. K1NG, Mr. GEORGE, Mr. KEYES, and Mr. LA FoLLerrs
conferees on the part of the Senate.



