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A Summary

changes in the programs of old-

age, survivors, and disability in-
surance, public assistance, and mater-
nal and child health and welfare were
made by Public Law 85-840, signed
by President Eisenhower on August
28, 1958. Increases in benefits under
the old-age, survivors, and disability
insurance program, together with in-
creases in the amount of earnings
taxable and creditable under that
program and improvements in its tax
structure, mark a milestone in the de-
velopment of the Nation’s social in-
surance programs. At the time the
President signed the bill, he issued a
statement that included these com-
ments on the old-age, survivors, and
disability insurance changes:

SIGNIFICANT and far-reaching

This act is a significant forward step
in the old-age, survivors, and disabil-
ity insurance program of the social
security system. The increases in
benefits and in the tax base are de-
sirable in the light of changes in the
economy since these provisions were
last amended in 1954. The increase
in social security contribution rates
and the accelerated tax schedule in
the bill will further strengthen the
financial condition of this system in
the years immediately ahead and
over the long-term future. It is, of
course, essential that the old-age, sur-
vivors, and disability insurance pro-
gram, which is so vital to the eco-
nomic security of the American peo-
ple, remain financially sound and self-
supporting.

In the field of maternal and child
health and welfare the new legisla-
tion carries authorization for in-
creased appropriations and incorpo-
rates the long-recommended exten-
sion of the child welfare services
brogram to all areas instead of pre-
dominantly rural ones. The Presi-
dent took note of these changes in
the following statement:
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The act also makes desirable changes
which will permit Federal support
for child welfare services where
needed in urban areas and provides
for State and local financial partici-
pation in the costs of this program
on an improved basis.

The changes in the public assist-
ance program raised certain basic
questions. Most elements in the new
formula for Federal sharing in the
costs were considered desirable—those
relating Pederal financial participa-
tion in assistance payments more
closely to the fiscal capacities of the
States; limiting Federal participation
on the basis of the average expendi-
ture per recipient rather than on the
basis of the payment to the individual
recipient; and allowing the States
greater flexibility in their arrange-
ments for payment of medical care
costs for public assistance recipients.
Under the new formula, however, an
increased proportion of the total ex-
penditure is met by the Federal
Government. The President, in his
statement, commented favorably on
some aspects of the provisions but
expressed concern over others. -The
bill institutes, he said, “the desirable
principle of varying Federal matching
of costs in accordance with the rela-
tive fiscal capacity of each State as
measured by per capita income. How-
ever, the effect of this change is very
limited because the formula used re-
sults only in increases in the Federal
share. In addition, the introduction
of averaging of benefits on an overall
basis provides increases in the Fed-
eral share, regardless of the fiscal
capacity of the State.” Increases in
the Federal share, he said, “can lead
only to a weakening of the respon-
sibility of the States and commun-
ities,” and their “financial responsi-
bility in these programs should be
strengthened, not weakened.” He ex-
pressed the hope “that the work of
the Advisory Council on Public Assist-
ance which is established by this bill

will materially assist in the early de-
velopment of constructive recommen-
dations.”

In addition to the many major and
relatively minor changes made by the
amendments, two advisory councils
were authorized—the one in the field
of public assistance and another con-
cerned with child welfare services.
The law amends not only the Social
Security Act but corresponding sec-
tions of the Internal Revenue Code.

The report of the Committee on
Ways and Means of the House of
Representatives also requests the De-
partment of Health, Education, and
Welfare to undertake three studies—
one concerned with the problems of
hospitalization and nursing-home
costs for beneficiaries of old-age,
survivors, and disability insurance,
one with certain aspects of the retire-
ment test under old-age, survivors,
and disability insurance, and one
with the crediting of tips as wages
under the old-age, survivors, and dis-
ability insurance program.

Most of the legislation enacted dur-
ing the Eighty-fifth Congress that
affects programs of the Social Secur-
ity Administration is embodied in
Public Law 85-840, the Social Security
Amendments of 1958. In addition the
Rightyfifth Congress enacted 12
other laws that affect these pro-
grams.! Their provisions are described
along with those of Public Law 85-840
under the appropriate subject head-
ings.

Summary of Major Provisions

The major changes made by this
new legislation in the old-age, survi-
vors, and disability insurance pro-
gram are listed below.

1. Benefit amounts are increased
by about 7 percent. Monthly benefits
payable to retired and disabled work-

1Public Laws 85-28, 109, 110, 228, 227,
229, 238, and 239 were enacted in 1957; Pub-
lie Laws 85-785, 786, 787, and 798 were
adopted in 1958,



ers who are currently on the rolls
will, under the amendments, general-
ly range from $33 to $116. For bene-
ficiaries coming on the rolls in the
future, benefits on the basis of the
higher earnings base established by
the amendments will be as high as
$127. The largest benefit payable to
a family is increased from $200 to
$254. The new benefit rates become
effective with benefits for January
1959.

2. The maximum amount of annual
earnings taxable and creditable to-
ward benefits is increased from $4,200
to $4,800, effective January 1, 1959.

3. The scheduled contribution rates
for employers and employees on cov-
ered earnings are increased by !4 of
1 percent from the rates previously
scheduled, with a corresponding in-
crease for the self-employed. Increases
in the tax rates are scheduled at
3-year intervals, beginning in 1960,
rather than at 5-year intervals.

4. Benefits like those now being
paid to the dependents of old-age in-
surance beneficiaries are provided for
the wives, dependent husbands, and
children of disability insurance bene-
ficiaries.

5. The offset provision relating to
benefits payable because of disability
is repealed, effective with benefits for
August 1958.

6. To be eligible for the disability
freeze or for disability insurance ben-
efits, a disabled worker no longer is
required to have 6 quarters of cover-
age out of the 13 calendar quarters
before disablement. Fully insured sta-
tus is added as a requirement for the
freeze; work requirements for both
freeze and cash benefits are now
alike.

7. Disability insurance benefits may
be paid for as many as 12 months
before the month in which the appli-
cation is filed if all other require-
ments have been met for the earlier
months.

8. The deadline of June 30, 1958,
for filing fully retroactive disability
freeze applications is postponed to
June 30, 1961. Disability freeze ap-
plications filed after June 30, 1961,
may establish a freeze period begin-
ning as early as 18 months before
the month of filing.

9. Provisions for dependents’ bene-
fits are changed to increase the pro-
tection for dependent parents and
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adopted and disabled children and
to protect certain beneficiaries who
marry.

10. The coverage provisions of the
program are changed to (a) facilitate
coverage of certain State and local
government employees and of em-
ployees of certain nonprofit organiza-
tions, (b) extend coverage to turpen-
tine workers, (¢) credit the self-em-
ployment earnings from a partner-
ship that an individual has during
the year of his death, (d) provide
wage credits of $160 a month for
active service performed during
World War II by American citizens
in the armed forces of certain coun-
tries that fought against our enemies
in that war, and (e) postpone the
deadline for certain ministers to elect
coverage as self-employed persons.

11. The retirement test provisions
are amended to (a) raise from $80 to
$100 the amount of monthly wages a
beneficiary who has earnings of more
than $1,200 in a year may have in a
month without losing benefits and (b)
improve administration of the test.

12. Administrative changes include
expansion and clarification of the
definition of fraud, authorization for
the Department of Health, Education,
and Welfare to charge for services
provided to the public for nonpro-
gram purposes, and other revisions
to improve administration.

The major changes made in the
public assistance program are as fol-
lows:

1. Pederal finanecial participation
in State expenditures for assistance
to needy persons who are aged, blind,
or disabled and to needy dependent
children is related in part to the
fiscal capacity of each State, deter-
mined by the relationship of State
per capita income to national per
capita income.

2. The limitation on the amount
of assistance expenditures to which
the Federal Government will contrib-
ute is related to a single average ex-
penditure per recipient that includes
both money payments to and medical
care payments on behalf of recipients.

3. The public assistance program
is extended to Guam, on a basis sim-
ilar to that in effect for Puerto Rico
and the Virgin Islands.

4. The dollar limitation on the
total annual Federal payment for

public assistance to Puerto Rico ang
the Virgin Islands is increased.

5. Provision is made for an Advi-
sory Council on Public Assistance to
review the program and report itg
findings and recommendations by
January 1, 1960.

The following changes were made
in the maternal and child health ang
child welfare programs:

1. The amount authorized for an.-
nual appropriation for grants for ma.
ternal and child health services is
increased from $16.5 million to $21.5
million, that for crippled children’s
services from $15.0 million to $20.0
million, and that for child welfare
services from $12.0 million to $17.0
million, effective for the fiscal year
1958-59.

2. Grants are made available to
Guam, effective July 1, 1959,

3. The previous provisions of the
law with respect to the use of Fed.
eral child welfare funds in predom-
inantly rural areas and areas of spe-
cial need are removed, thereby ex-
tending services under this program
to urban children on the same basis
as rural children.

4. The formula for allotment of
Federal child welfare funds is
changed to make the formula con-
sistent with changes under item 3.
Briefly, after allotment of the uni-
form grant the remainder will be
allotted in direct proportion to the
total child population and in inverse
proportion to the per capita income
of the State. If the amount so allot-
ted is less than the State’s base allot-
ment, the amount is to be increased
to the base allotment by reducing
proportionately the allotments to
other States. The base allotment is
defined as the amount that would be
allotted to the State under the pro-
vision in the previous law, as applied
to an appropriation of $12 million.

5. Matching of Federal child wel-
fare funds is required, effective for
the fiscal year 1959-60. Matching
will be on a variable basis in relation
to State per capita income.

6. The provisions with respect to
the use of Federal child welfare funds
for the return of runaway children
are broadened by raising from 16 to
18 the age limit for children who may
be returned under these provisions
and by permitting the use of the
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funds for maintaining (for not more
than 15 days) runaway children pend.
ing their return.

7. Reallotment of Federal child
welfare funds is authorized.

8. An Advisory Council on Child
Welfare Services is established for
the purpose of making recommenda-
tions and advising the Secretary of
Health, Education, and Welfare in
conneetion with the child welfare
provisions of the amendments,

Background and Legislative
History

The many provisions of Public Law
85-840 stem from a variety of sources.
The major changes in the old-age,
survivors, and disability insurance
program—increases in benefits and
in the earnings base and in the tax
schedule—represent a reaction to
changes in wages and prices since
these aspects of the program were
last examined in 1954 and a desire
on the part of Congress to strengthen
the system in accordance with needs
indicated by the latest actuarial esti-
mates.

The principles of providing Federal
matching in payments made under
Federal-State public assistance pro-
grams on a basis more nearly con-
sistent with the fiscal capacities of
the States and on the basis of the
average expenditure per recipient,
rather than a maximum of a fixed
number of dollars for an individual
recipient, have had some considera-
tion in earlier Congresses and have
been embodied in earlier recommen-
dations made by the Department of
Health, Education, and Welfare.

The elimination of the limitation
relating to child welfare services in
predominantly- rural areas has been
recommended for a number of years.
This change has been supported by
many State governors, public welfare
agencies, the Commission on Inter-
governmental Relations, most na-
tional organizations concerned with
child welfare, and many individuals
who have testified before congres-
sional committees on the subject
of Federal-State relationships. Sim-
ilar provisions had been proposed by
the Administration.

The legislative changes also in-
cluded many that are of a relatively
minor or technical nature. Some were
the subjects of individual bills that
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had been introduced in Congress, and
others were recommendations for
greater equity and for program im-
provement made by the Depariment
of Health, Education, and Welfare on
the basis of its operating experience.

A large number of bills to amend
the Social Security Act were intro-
duced in the Eighty-fifth Congress—
many of them shortly after it con-
vened. Eight relatively noncontro-
versial bills became law in 1957; and
four that were passed by the House
of Representatives either in 1957 or
early in 1958 were later enacted.

In March 1958 the Ways and
Means Committee of the House of
Representatives scheduled hearings
on the subject of unemployment in-
surance. Although these hearings and
the legislation that subsequently was
reported were not concerned with
public assistance programs, a number
of proposals for a broader public as-
sistance program were the subject of
testimony at that time. The hearings
included consideration of Federal
participation in general assistance
programs and the broadening of the
program of aid to dependent children
to include unemployment as a reason
for deprivation of parental support
in the definition of a needy child.
The proposed extensions were not in-
cluded, however; as late as the Sen-
ate floor action on the bill an amend-
ment to provide Federal participation
in general assistance was defeated.

During the Senate debate on this
legislation, an amendment by Senator
Long, to increase the Federal share
in public assistance payments follow-
ing somewhat the same pattern as
the amendments of 1946, 1948, 1952,
and 1956, was offered. Although this
amendment was defeated on a 40-40
tie vote, it was indicated during the
debate that the House Ways and
Means Committee would give consid-
eration to needed increases in public
assistance.

On May 29, 1958, Representative
Wilbur D. Mills, Chairman of the
House Committee on Ways and
Means, announced that the Commit-
tee had tentatively scheduled general
public hearings con all titles of the
Social Security Act to begin on June
16, 1958. He stated that there were
presently pending before the Com-
mittee some 400 bills on various as-
pects of the act.

Chairman Mills noted that the last
general amendments to the Social
Security Act were made in 1956 (the
Social Security Amendments of
1956) and that this was an appropri-
ate time to review the operation of
the major changes made then and
to receive recommendations for fur-
ther changes. The Chairman stated
that the hearings would afford an
opportunity to review, among other
subjects, the actuarial status of the
old-age and survivors insurance and
disability insurance trust funds and
any Administration preposals for
changes in the various titles of the
act, and also give an opportunity for
the Committee to explore the possi-
bility of legislation and to afford a
basis for study.

Mr. Mills further stated that among
the many bills pending before the
Committee were several major -pro-
posals related to the old-age, survi-
vors, and disability insurance pro-
gram, unemployment insurance, and
public assistance. Affecting the old-
age, survivors, and disability insur-
ance program, for example, were bills
to increase the general level of bene-
fits, to provide hospitalization and
surgical benefits for beneficiaries, to
amend the disability insurance and
the disability freeze provisions, to
liberalize the retirement test, to raise
the maximum earnings base, and to
reduce the retirement age. A num-
ber of bills relating to coverage and
to specific limited, although very im-
portant, areas were also pending.

Among the proposals on the sub-
ject of public assistance were bills to
increase Federal sharing in costs, to
revise the matching formula for med-
ical and other remedial care costs,
and to provide for disregarding need
in determining eligibility.

House Committee on
Ways and Means

Public hearings opened on June 16,
1958, and continued through June 30.
Testimony was heard from Members
of Congress, Secretary of Health, Ed-
ucation, and Welfare Folsom, and
individuals and groups interested in
social security.

In July extensive executive sessions
were held, during which' agreement
was reached on the provisions of a
bill. On July 28, 1958, identical bills
(H.R. 13549 and H.R. 13550) were



introduced by Chairman Mills and by
Representative Reed, ranking minor-
ity member of the Committee.

House Action on H.R. 13549

The bill HR. 13549 was reported
to the House the same day. On July
29, the House Committee on Rules
granted a rule for consideration of
the bill that permitted 4 hours of
general debate, restricted amend-
ments to those offered by the Com-
mittee on Ways and Means, and
waived points of order.

The bill was considered by the
House on July 31. Several clerical
and technical amendments offered by
Mr. Mills were adopted en bloc, and
the bill was passed by a vote of 375
to 2 with 53 members not voting.

Senate Finance Commititee
Action

The Senate Committee on Finance
held hearings August 8-13. During
these hearings, Secretary of Health,
Education, and Welfare Flemming
and a number- of other witnesses
were heard. The Secretary in his
testimony indicated that, while he be-
lieved the provisions of the bill deal-
ing with old-age, survivors, and dis-
ability insurance were desirable and
constructive, the Department was op-
posed to any change in the public
assistance formula that would result
in the Federal Government’s provid-
ing a higher proportion of these pay-
ments than under existing law. He
made it clear that the objection was
not to higher individual payments
and that many payments could be
increased under existing law with
matching Federal funds. A number
of the amendments that were subse-
quently adopted by the Committee on
Finance and on the Senate floor were
frankly designed to make the public
assistance provisions of the bill more
acceptable to the Administration.

On August 14, 1958, the Senate
Finance Committee went into execu-
tive session and adopted a number
of amendments to the bill.

The effective date of the benefit
increase under old-age, survivors, and
disability insurance was moved from
the third month after enactment to
January 1959, in order to correspond
with the date for increases in the
tax rate and earnings base. Certain
technical and clerical changes were

also made, primarily to reflect Sen-
ate action on four other bills that had
passed the Senate after House action
on H.R. 13549 but before the Senate
Finance Committee action on the
bill.

The public assistance provisions
were modified by reducing the maxi-
mum matchable payment for the
aged, the blind, and the disabled
from $66 to $65 a month and that
for recipients of aid to dependent
children from $33 to $30. This change
was designed to effect an annual sav-
ing of $39 million in the cost of the
public assistance provisions. The Com-
mittee also moved the effective date
of the public assistance changes from
October 1, 1958, to January 1, 1959.

Provision was made for the estab-
lishment of an Advisory Council to
review the status of the public assist-
ance program in relation to the old-
age, survivors, and disability insur-
ance program, the fiscal capacities
of the States and of the Federal Gov-
ernment, and any other factors bear-
ing on the amount and proportion of
the State and Federal shares in the
public assistance programs. The
Council would be patterned after the
existing Advisory Council on Social
Security Financing and would report
not later than January 1, 1960.

The Committee also eliminated a
provision of the House bill that would
have repealed the special matching
arrangements in public assistance for
Navajo and Hopi Indians.

The Committee reported the bill
favorably to the Senate that same
day.

Senate Floor Action

The Senate began debate on H.R.
13549 late in the evening of August
15, continued to debate the bill
through most of Saturday, August 16,
and passed it, with amendments, on
that date by a vote of 79-0, with 17
members of the Senate not voting.
Nineteen amendments were proposed
from the floor; nine were adopted,
eight rejected (all but one by voice
vote), and two withdrawn.

Four amendments affecting old-age,
survivors, and disability insurance
were adopted:

1. The Curtis amendment making
the provision relating to a child
adopted within 2 years after the
worker’'s death applicable also to a

child adopted within 2 years after
enactment of the amendments.

2. The Smith amendment to facil-
itate the extension of coverage to
certain teachers in Maine.

3. A change in numbering proposed
by Senator Kerr.

4. The Kerr amendment to substi-
tute for separate legislation enacted
earlier (Public Law 85-798) the pro-
visions relating to the eligibility of re-
married widows for mother’s benefits.

Four amendments affecting publie
assistance were adopted:

1. The Smathers amendment re-
ducing the range in the variable
matching provision from 50-70 per-
cent to 50-65 percent.

2. The Smathers amendment elim-
inating an increase in the Federal
share of the first $18 of payments
under aid to dependent children.
(The two Smathers amendments,
with those adopted by the Senate
Committee on Finance, reduced the
annual cost of the public assistance
provisions of the bill from $288 mil-
lion to $197 million.)

3. The Long amendment recogniz-
ing as a federally matchable assist-
ance payment the amounts paid on
behalf of an eligible individual to any
legal representative judicially ap-
pointed under State law.

4. The Long amendment restoring
the effective date of October 1, 1958,
for the public assistance provisions,
as passed by the House.

One amendment by Senator Purtell
in relation to child welfare services
was adopted. It establishes an Ad-
visory Council on Child Welfare Serv-
ices concerned with the changes in
the child welfare services program
authorized by the amendments. The
council is to consist of persons repre-
sentative of public, voluntary, civie,
religious, and professional welfare
organizations and groups, specially
qualified persons, and the general
public,

Six amendments affecting old-age,
survivors, and disability insurance
were rejected:

1. The Yarborough amendment to
increase benefits by 10 percent. (Sen-
ators Humphrey, Neuberger, Morse,
Johnston, and Long joined Senator
Yarborough in introducing this
amendment, which was rejected by
a record vote of 32 to 53.)

2. The Revercomb amendment to
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provide full retirement benefits at
age 62 for men and women.

3. The Kennedy-Case amendment
to increase benefits by 8 percent.

4. The Kennedy amendment to
eliminate the dollar ceiling on the
lump-sum death payment.

5. The Revercomb amendment to
broaden the definition of disability
to include instances where, as a
practical matter, the worker is un-
able to obtain employment because
of his disability.

6. The Morse amendment, in the
nature of a substitute bill, which
would, among other things, increase
benefits by 25 percent and provide
hospital insurance. (This amendment
would also have provided increased
Federal financial participation in the
public assistance programs.)

Two amendments affecting public
assistance were rejected:

1. The Kuchel amendment to in-
crease from $65 to $70 the average
maximum for Federal participation.

2. The Douglas amendment to ex-
empt earned income up to $20 a
month in determining need for old-
age assistance and aid to dependent
children.

The House of Representatives on
August 19 concurred in the amend-
ments of the Senate.

The bill was signed by President
Eisenhower on August 28, 1958, and
became Public Law 85-840.

Old-Age, Survivors, and
Disability Insurance

Increased Benefits

Since the last increase in old-age,
survivors, and disability insurance
benefits was put into effect in 1954,
wages have increased by about 12
percent and prices by almost 8 per-
cent. To bring the level of benefits
more nearly into line with the gen-
erally higher level of the economy,
the amendments increase benefit
amounts for beneficiaries—those now
on the rolls as well as future bene-
ficiaries—by about 7 percent. Since,
however, the minimum increase for
the retired worker is $3, the average
increase is somewhat over 7 percent.
(Slightly smaller increases will be
received by women workers and wives
who choose to begin receiving their
benefits before they reach age 65.)
The new benefit rates become effec-
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tive with benefits for January 1959.

For retired and disabled workers
now on the benefit rolls, and for those
coming on the rolls next year, month.
1y benefits will generally range from
$33 to $116, compared with $30 to
$108.50 under previous law. The av-
erage increase for these people will
be about $4.75. For those coming on
the rolls in later years, the range of
benefit payments taking into account
the increased earnings base will be
$33--$127, although generally many
years will elapse before the maximum
amount will be payable.

The largest amount of monthly
benefifs payable to a family on the
basis of an insured worker’s earnings
record is increased from $200 to $254
—twice the new maximum benefit
provided for a retired worker. 'The
minimum benefit payable when there
is only one survivor Dbeneficiary is
increased from $30 to $33.

The new primary insurance amount
and maximum family payment
amounts are determined through the
use of a consolidated benefit table in-
cluded in the law. The benefit table,
which replaces the more complicated
benefit formula and conversion tables
previously in the law, provides pri-
mary insurance amounts only in mul-
tiples of a dollar. (The primary in-
surance amount is the amount pay-
able to a retired worker and the
amount from which all other benefits
are computed.)

Higher Earnings Base

Under the new law the maximum
amount of annual covered earnings
on which benefits can be computed
{and on which contributions are
paid) is raised from $4,200 to $4,800,
effective January 1, 1959. This change
was made in recognition of the prin-
ciple that benefit levels should reflect
varying levels of individual earnings.
Practically all regular full-time work-
ers may in time be earning more than
the current base, and their benefits
will consequently bear little relation-
ship to their previous living standard
unless the earnings base is adjusted
if earnings rise.

The $4,800 maximum restores the
relationship between workers’ cred-
itable earnings and total earnings
that existed in 1954 when the $4,200
earnings base was adopted. The $4,200
base would have covered all the earn-

ings of about 56 percent of the regu-
larly employed men in 1954. In 1957
only 43 percent of such workers had
all their earnings credited; about 56
percent would have had all their
earnings credited under a $4,800 base.

Improvements in Disability
Provisions

Benefits for dependents. — Under
the amendments, monthly benefits
are payable, beginning Sepftember
1958, to the dependents of persons
who are receiving disability insurance
benefits. It is estimated that about
180,000 dependents can become im-
mediately eligible for monthly bene-
fits.

The classes of dependents eligible
for these benefits are the same as
those eligible for benefits as depend-
ents of old-age insurance benefici-
aries—that is, wives and dependent
husbands who have reached retire-
ment age, unmarried dependent chil-
dren (including sons or daughters
disabled in childhood), and wives
who have entitled children in their
care. The conditions for receipt of
the new benefits are also, in general,
the same. Benefits will be suspended,
however, if the disabled worker re-
fuses, without good cause, to accept
vocational rehabilitation services. A
dependent’s entitlement to benefits is
terminated if the disabled worker’s
entitlement to disability benefits
ceases before he becomes entitled to
old-age insurance benefits or dies.

The provision of benefits for de-
pendents of disability insurance bene-
ficiaries fills a gap in the protection
afforded by old-age, survivors, and
dizsability insurance. In providing
these new benefits, Congress recog-
nized that the needs of the family
of a disability insurance beneficiary
are as great as or greater than the
needs of the family of an old-age in-
surance beneficiary. It may, of
course, be assumed that many per-
sons receiving disability benefits have
high medical expenses.

Repeal of the offset provision.—
Under the 1956 amendments, disabil-
ity insurance benefits and childhood
disability benefits payable under the
Social Security Act were reduced by
the amount of any periodic benefit
payable to an individual under other
Federal programs or State workmen’s
compensation laws because of dis-
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ability. A modification enacted in
1957 (Public Law No. 85-109) pro-
vided that the disability benefit would
not be reduced because of compensa-
tion paid to a veteran by the Veterans
Administration for his service-con-
nected disability. The 1958 amend-
ments repeal the offset provision en-
tirely, and beginning with benefits
for August 1958 the full amount of
an individual’s disability benefit is
payable.

In recommending repeal of the
provision, the congressional commit-
tees stated that disability benefits
payable under old-age, survivors, and
disability insurance should be looked
upon as providing basic protection
against loss of income caused by dis-
abling illness and that it is undesir-
able, and incompatible with the pur-
poses of the program, to reduce these
benefits on account of disability ben-
efits payable under other programs.

As of June 30, 1958, about 36,000
disability insurance benefits and al-
most 1,000 “childhood disability” ben-
efits were either reduced or withheld
under the offset provision.

Work requirements.— The amend-
ments modify the requirements re-
lating to the covered work that a dis-
abled worker must have had in order
to become eligible for cash disability
benefits or the disability freeze. For-
merly, to qualify for disability bene-
fits, a disabled worker was required
to be both fully and currently insured
and to have at least 20 quarters of
coverage during the 40-quarter period
that ends with the quarter in which
the disability began. To become elig-
ible for the disability freeze, the
worker was required to be currently
insured and to have at least 20 quar-
ters of coverage during the 40-quarter
period ending with the quarter in
which his disability began.

The amendments remove the re-
quirement of currently insured status
for eligibility for both disability bene-
fits and the freeze, and they add fully
insured status as a requirement for
eligibility for the freeze. Thus, the
work requirements for cash disability
benefits and for the freeze are now
the same; to qualify for either, the
worker must be fully insured and
must have at least 20 quarters of cov-
erage during the 40-quarter period
that ends with the guarter in which
his disability begins.

As a result of the modified work re-
quirements, about 35,000 workers who
could not qualify for disability insur-
ance benefits under the previous law
can, upon filing applications, become
immediately eligible for benefits; in
addition, about 15,000 persons can
qualify immediately for a disability
freeze.

Retroactive benefits. — Under the
amendments, disability insurance ben-
efits (like old-age and survivors in-
surance monthly benefits) can be
paid retroactively for as many as 12
months before the month in which an
application is filed. Before the amend-
ment, persons making application
after December 1957 could not be
paid a disability benefit for any
month before the month of filing.
The provision for payment of retro-
active benefits was proposed by the
Department of Health, Education,
and Welfare on the basis of a study
of disability applications filed early
in 1958. The study indicated that a
large proportion of the applicants
did not file in the first month for
which they were otherwise eligible
and so lost 1 or more months’ benefits.

Disability jfreeze period. — The
amendments extend for 3 years
(through June 30, 1961) the time
within which disabled workers can
file an application on the basis of
which the beginning of a freeze per-
jod can be established as early as the
actual onset of disablement. Appli-
cations filed after the new deadline
date can establish a freeze period
beginning as early as the eighteenth
month before the month of filing.
Under the 1956 amendments, the
deadline for filing fully retroactive
freeze applications was June 30, 1957;
applications filed after that date
were accorded only 1 year of retro-
activity. In 1957 the original date
was postponed for 1 year (to June
30, 1958) by Public Law 85-109.

Changes in Eligibility
Conditions

Payment of parent’s benefits when
a widow or child survives.— The
amendments provide that the depend-
ent parents of a deceased worker
can become eligible for benefits even
though a widow, a dependent wid-
ower, or a dependent child survives.
Under previous law, the existence of
such a survivor prevented the pay-

ment of monthly benefits to the de-
pendent parent of a deceased work-
er. This bar operated even if the po-
tentially entitled wife or child never
became entitled to benefits. The sit-
uation was aggravated by the fact
that a 1957 law (Public Law 85-238)
made it possible to pay benefits to a
widow who was not living with her
husband at the time of his death.
Thus the existence of a widow who
was not living with the worker could
prevent payment of benefits to a
parent who was living with and de-
pendent on the worker at the time of
his death.

Dependency of a disabled child.—
Under the amendments, disabled chil-
dren aged 18 or over are presumed
dependent on their parents under the
same rules that apply to younger
children. Under previous law, a dis-
abled child who was aged 18 or over
at the time he applied for child’s
insurance benefits or at the time his
parent died was required to show
that he was receiving at least half
his support from his parent. A child
under age 18 when he applies for
benefits is generally presumed to have
been dependent on his father (and on
his mother if she has had a signifi-
cant amount of recent work).

Benefits for an adopted child after
the worker’s death.— The amend-
ments provide for payment of benefits
to a child if, at the time of the work-
er's death, the child was a member
of the worker’s household, was not
being supported by any other person,
and is adopted by the worker’s spouse
within 2 years after the worker dies
or within 2 years after enactment of
the amendments.

A child living as a member of a
worker’s family and supported by
him, after the worker’s death needs
replacement of the support he had
received from the worker. If the sur-
viving spouse adopts the child, the
child will, for purposes of receiving
child’s insurance benefits, be treated
as an adopted child of the deceased
worker.

Removal of 3-year requirement for
a child adopted by a retired worker.
—Under the amendments, benefits
are payable to an adopted child of
a retired worker immediately upon
adoption. Former law required that
the child must have been adopted at
least 3 years before becoming eligible
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for child’s insurance benefits. This
provision was intended to protect the
program against abuses through
adoptions undertaken to secure rights
to benefits. Since adoptions are sub-
ject to approval by State courts, it
does not seem desirable that benefits
should be denied to all adopted chil-
dren in order to prevent a rare case
of abuse.

Elimination of duration-of-marriage
requirement when a child has been
adopted by the deceased worker.—
The amendments provide that, when
a child of a surviving spouse has been
adopted by the deceased worker, the
surviving spouse can qualify for
mother’s, widow’s, or widower’s bene-
fits even if married to the deceased
worker for less than a year. This
provision eliminates the anomalous
situation in which a child could quali-
fy for benefits but his mother who
was caring for him could not.

Elimination of duration-of-marriage
requirements when a potential sec-
ondary beneficiary marries. — The
amendments remove the duration-of-
marriage requirements for husband’s,
wife’s, widow’s, and widower’s bene-
fits if, at the time of the marriage,
the person was or could have become
entitled to a dependent’s benefit.
Under former law the benefit rights
of a dependent or secondary benefi-
ciary were terminated if the depend-
ent remarried, and yet the dependent
could not qualify for benefits on the
new spouse’s earnings record until the
marriage had lasted for some time.

Provision that marriage will not
terminate benefits in certain situa-
tions.—The amendments provide that
marriage will not terminate a benefit
when a person receiving mother’s,
widower’s, parent’s, or “childhood
disability” benefits marries a person
receiving any of these benefits or
when a person receiving mother’s or
childhood disability benefits marries
a person entitled to old-age or dis-
ability insurance benefits. The ear-
lier law required that, when a sec-
ondary beneficiary married, his bene-
fit be terminated. If he married a
person who was entitled to an old-
age insurance benefit, he could qual-
ify for a new benefit based on the
earnings of the new spouse. If, how-
ever, the new spouse was also receiv-
ing a secondary benefit, the benefits
of both persons were terminated, and
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ordinarily neither could become en-
titled to any new benefits.

Reinstatment of rights to mother’s
insurance benefits—The amendments
reinstate rights to mother’s insurance
benefits that were terminated by re-
marriage if the new husband dies and
the wife cannot qualify for mother’s
benefits on his earnings.

Reinstatement of rights to widow’s
insurance benefits.—Under the 1956
amendments the aged widow whose
benefits were terminated by her re-
marriage and whose second husband
died within the year could have her
rights to benefits, based on her first
husband’s earnings record, reinstated.
Since the 1958 amendments provide
that the widow can immediately re-
ceive benefits based on her new hus-
band’s earnings record, they also pro-
vide that she can become reentitled
on her first husband’s record only if
the second husband dies uninsured
within the year.

Lump-sum death payment. — The
amendments require that, for the
lump-sum death payment to be made
to the surviving spouse of a deceased
worker, the spouse must have been
living in the same household as the
worker. Under previous law, to re-
ceive the payment, the widow must
have heen “living with” the worker
at the time of his death. The re-
quirement was met if the spouse was
living in the same household with the
worker or receiving contributions
from him or if the worker was under
a court order to contribute to the
spouse’s support. Since the lump-
sum payment is made primarily to
help with the funeral expenses, it
can appropriately be made to a
spouse who was living in the same
household as the worker because such
a spouse can be expected to take re-
sponsibility for the funeral expenses.
When no such spouse survives, the
lump-sum death payment may be
made to the person or persons who
paid the burial expenses (including
the spouse who was not living in the
same household with the deceased
worker), to the extent of—and in
proportion to—the total burial ex-
penses of the deceased that the per-
son has paid.

Dependents of members of armed
services.—Legislation enacted in 1957
(Public Law 85-238) made inappli-
cable to the survivors of certain mem-

bers of the Armed Forces the provi-
sions that prevent the payment of
benefits to aliens who are outside the
United States.

Changes in Coverage Provisions

State and local government employ-
ees.—The Eighty-fifth Congress en-
acted a number of bills designed, in
general, to facilitate coverage under
the Social Security Act for employees
of State and local governments. One
of the provisions enacted in 1957 al-
lowed a general extension of the time
during which retroactive coverage for
earlier years may be arranged under
the State and local coverage provi-
sions. Other legislation applicable to
all States, passed in 1958, makes it
easier for persons who are in posi-
tions covered by more than one State
or local retirement system to obtain
coverage under the Federal program
and permits retroactive coverage for
those employees who die or whose
employment is terminated after the
proposed State coverage agreement is
dispatched to the Federal Govern-
ment but before it is approved by the
Federal Government.

Legislation enacted by the Eighty-
fifth Congress extended to California,
Connecticut, Massachusetts, Minne-
sota, Rhode Island, Vermont, and all
interstate instrumentalities the pro-
vision of the Federal law that per-
mits specified States to bring under
old-age, survivors, and disability in-
surance those members of a State or
local retirement system who desire
such coverage, provided all future
members of the system are covered.
With these additions, the “divided re-
tirement system” provision now ap-
plies to 14 States, Hawaii, and all
interstate instrumentalities. A pro-
vision enacted in 1957 was designed
to permit use of a simplified proce-
dure in obtaining coverage under the
divided-retirement-system provision.
One of the amendments made in that
provision in 1858 gives individuals
who have an option to join a State
or local retirement system, but who
have not joined, the same opportunity
as members of the system for secur-
ing coverage under the Federal pro-
gram. Formerly, only persons who
were actually members of the State
or local system could obtain coverage
under the divided-retirement-system
provision. Another change made in
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the provision by the 1958 amend-
ments allows further opportunity for
coverage under old-age, survivors, and
disability insurance for persons who
did not elect coverage when it was
originally provided for those mem-
bers of the retirement system who
desired it.

Legislation enacted in 1957 added
Alabama, Georgia, Maryland, New
York, Tennessee, and Hawaii fo the
States permitted to cover under old-
age, survivors, and disability insur-
ance policemen and firemen already
covered by a State or local retire-
ment system. In 1958 Congress re-
moved the bar to coverage of such
individuals in the State of Washing-
ton and all interstate instrumentali-
ties. With these additions, the Fed-
eral law now permits coverage of
policemen and firemen who are mem-
bers of a State or local retirement
system in 11 States, Hawaii, and all
interstate instrumentalities.

A provision included in the 1958
amendments permits Maine to cover
under old-age, survivors, and disabil-
ity insurance members of the State
retirement system who are in non-
teachiig positions while continuing to
exclude those members who are in
teaching (or related) positions. This
provision is effective only with respect
to modifications of Maine’s coverage
agreement that are completed before
July 1, 1960.

Legislation enacted during 1958
(Public Law 85-786) permits most
sick-leave payments to State and
local government employees to be
counted as wages regardless of the
age of the employee. Such payments
had generally been considered wages
before the employee reached retire-
ment age but not after he reached
retirement age if he did no work
during the pay period.

Employees of mnonprofit organiza-
tions.—The amendments modify in
relatively minor respects the provi-
sions for coverage of employees of
nonprofit organizations. A nonprofit
organization filing a waiver certifi-
cate after August 28, 1958, and before
1960 can choose to be covered as far
back as the beginning of 1956. In
addition, any organization that filed
a certificate after 1955 and before
August 28, 1958, may request, at any
time before 1960, retroactive cover-
age to the beginning of 1956 for em-

1

ployees who concurred in the filing
of the certificate and in the request
for retroactive coverage. In addition
to these temporary bprovisions, the
law provides for a 1l-year period of
retroactive coverage (at the option
of the organization) for the normal
long-run operation of the program.
The amendments also provide that
a nonprofit organization employing
persons who are in positions covered
by a State or local retirement system
must, for the purposes of coverage
under the Federal program, freat
these employees separately from
other employees. Each group is to be
regarded as a separate entity. Waiver
certificates must be filed separately
for each group, and two-thirds of the
employees in each group must concur
in the filing of its certificate.
Separate legislation (Public Law
85-785) broadens slightly the provi-
sions under which social security tax
returns filed by a nonprofit organiza-
tion before it filed its waiver certifi-
cate may establish old-age, survivors,
and disability insurance credits for
wages reported on these returns; the
wages must, however, have been paid
for services performed before the en-
actment of the 1956 amendments.
Turpentine workers—Coverage 1is
extended by the amendments to work-
ers employed in the production of
spirits of turpentine and to other
workers engaged in the processing of
crude gum, beginning with services
performed in 1959. Coverage is pro-
vided for these workers on the same
basis as other agricultural workers.
Military service. — The provisions
under which monthly wage credits
of $160 are provided for certain ac-
tive service in the Armed Forces of
the United States are broadened by
the amendments to allow such credits
for certain military service performed
for a foreign country during World
War II. Military service credits are
provided for American citizens who,
before December 9, 1941, entered the
military service of a foreign country
that was, on September 16, 1940, at
war ‘with a nation that became an
enemy of the United States during
World War II. To qualify for the
wage credits, the individual must
either have been a citizen throughout
his active service or have lost his
citizenship because of his entrance
into service. He must also have been

domiciled in the United States on the
day he entered active service and
must have resided in the TUnited
States for at least 4 out of the pre-
ceding 5 years.

Deceased pariners. — The amend.
ments provide that an individual may
be credited, for old-age, survivors,
and disability insurance purposes,
with earnings from his share of a
partnership during the year of his
death. The amount to be credited
for that year is determined by aver-
aging the partnership earnings over
the entire taxable year of the partner-
ship and computing the deceased
partner’s “distributive share” on the
basis of the earnings thus allocated
to the months during which he was
a member of the partnership. For
partners who die after August 28,
1958, such earnings must be credited;
if the partner died on or before that
date and after 1955, coverage is on
a voluntary basis provided an
amended tax return is filed on or be-
fore January 1, 1960.

Ministers., — Legislation affecting
the coverage of ministers (Public Law
85-239) was enacted by the Eighty-
fifth Congress in 1957. As a result
of 1954 legislation, old-age, survivors,
and disability insurance coverage on
an individual election basis is avail-
able to clergymen under the self-
employment provisions. Under the
1954 law, a minister could obtain cov-
erage only if he indicated his desire
to be covered as a self-employed per-
son by filing a certificate on or before
the due date (April 15, 1957, in most
cases) of the tax return for the sec-
ond taxable year after 1954 in which
he had net earnings from self-employ-
ment of at least $400 that included
earnings he received as a minister.
Unless the certificate was filed by the
due date of the return for the first
of these taxable years, coverage could
not be obtained for that year.

As a result of the 1857 legislation,
ministers who had failed to file a cer-
tificate within the 2-year period were
allowed an additional 2 years in
which to elect coverage—through the
due date of the tax return for the
second taxable year ending after 1956.
Ministers filing during the extended
period are covered retroactively for
taxable years ending after 1955. No
change was made in the original dead-
line for filing certificates when that
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deadline was later than the one pro-
vided by the new law; however, min-
isters who elect coverage within the
usual 2-year period are mandatorily
covered for the first year as well as
the second year if these years are
consecutive,

Public Law 85-239 also provides for
including as part of a minister’s
creditable earnings the rental value
of a parsonage (or rental allowance
for a parsonage) and the value of
certain meals and lodging furnished
a minister by his employer. This pro-
vision became effective for taxable
years ending on or after December
31, 1957, except that for purposes of
the retirement test the provision was
applicable only for taxable years be-
ginning after August 1957.

Other Changes

Retirement test—The amendments
change from $80 to $100 the amount
of wages a beneficiary may earn in a
month without losing his right to
that month’s benefits when his total
annual earnings are in excess of
$1,200. Previously, no benefits were
forfeited for a month during which
the individual did not have wages of
more than $80 and did not render
substantial services in self-employ-
ment. This $80 measure of ‘“‘retire-
ment” in a month was confusing to
many people, who interpreted the
$1,200 annual measure of “retire-
ment” as permitting earnings of $100
a month without loss of benefits. Now
under the 1958 amendments, when a
beneficiary has annual earnings in
excess of $1,200, no benefits will be
withheld for a month during which
he neither earned wages of more than
$100 nor rendered substantial serv-
ices in self-employment.

The amendments also make minor
changes to improve administration
of the retirement test. These changes
are effective for taxable years begin-
ning after August 1958.

Representation of claimants before
the Secretary of Health, Education,
and Welfare—The amendments per-
mit attorneys to represent claimants
before the Secretary of Health, Edu-
cation, and Welfare without filing a
certificate from a court attesting
their right to practice before that
court. It was considered that State
laws would provide—for old-age, sur-
vivors, and disability insurance, as
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for other statutes—sufficient protec-
tion against the practice of law by
unqualified persons.

Offenses constituting jfraud.—The
amendments clarify and bring up to
date the list of offenses that consti-
tute fraud under the old-age, survi-
vors, and disability insurance pro-
gram. The provisions relating to
fraud under previous law did not
take into account major amendments
adopted in 1954 and 1956—those, for
example, relating to disability and
the application of the earnings test
to noncovered work.

Under the new legislation the pen-
alty provision is made applicable to
offenses in connection with wiliful
failure to disclose information as well
as positive actions, in connection with
both noncovered and covered earn-
ings; suspensions, terminations, and
misuse of benefits; disability deter-
minations; and applications for bene-
fits.

Authorization to charge for certain
services. — The amendments provide
statutory authority for the Depart-
ment of Health, Education, and Wel-
fare to charge for authorized services
provided to the public for certain
nonprogram purposes and to deposit
in the appropriate trust fund the
funds collected.

Financing Basis and Policy

Congress has repeatedly expressed
its belief that the old-age, survivors,
and disability insurance program
should be completely self-supporting
from contributions of covered indi-
viduals and employers and that lib-
eralizations of the program should
be fully financed.

In the fiscal year 1957-58, for the
first time since benefits were paid,
the income to the old-age and survi-
vors insurance trust fund was less
than expenditures from the fund.
Estimates prepared early in 1958 in-
dicated that outgo of the fund would
exceed income during most, if not
all, years until 1965. At the same
time, revised long-range cost esti-
mates indicated that there was an
actuarial insufficiency of 0.57 percent
of payroll for the old-age and survi-
vors insurance aspects of the pro-
gram.

Faced with this situation, Congress
reaffirmed its conviction that liberal-
izations in benefit provisions should

be fully financed by appropriate
changes in the tax schedule and fur-
ther decided that the actuarial status
of the program should be improved.
The congressional action also elimin-
ated the expected decline for all but
one of the next few years in the size
of the old-age and survivors insur-
ance trust fund and provided that
the present generation of contribu-
tors bear a greater proportion of the
true cost of the benefits than they
would under the existing contribution
schedule.2

Accordingly, the tax rate for the
calendar year 1959 was increased by
1, of 1 percent each for employers
and employees and by 3 of 1 percent
for the self-employed. The scheduled
increases in the rates, starting in
1960, will take place at 3-year inter-
vals instead of at 5-year intervals,
The ultimate rate, to be reached at
the beginning of 1969, is 4% percent
each for employees and employers
and 63, percent for the self-employed.
The increase from $4,200 to $4,800 in
the amount of annual earnings tax-
able and creditable under the pro-
gram will yield additional income
that is greater than the cost of the
higher benefits it makes possible.

As a result of these changes the
actuarial insufficiency of 0.57 percent
of payroll in the old-age and survivors
insurance aspects of the system is
reduced, according to the intermedi-
ate-cost estimate, to 0.25 percent of
payroll. The disability insurance
trust fund correspondingly shows a
small favorable actuarial balance—
0.01 percent of payroll-—-after the
amendments.

The financing provisions were thus
strengthened by the 1958 amend-
ments, and the old-age, survivors,
and disability insurance program
will continue on an actuarially sound
basis.

Studies Requested by Congress

The Committee on Ways and
Means of the House of Representa-
tives, in connection with its consid-
eration of proposed changes in the
Social Security Act, asked the Depart-
ment of Health, Education, and Wel-
fare to make three special studies

2 For more complete details, see Robert
J. Myers, "“Old-Age, Survivors, and Dis~
ability Insurance: Finaneing Basis and
Policy Under the 1958 Amendments,” pages
15-21.
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and to report on the results. It is
to study (1) proposals for crediting
tips—specifically, methods of deter-
mining the amount of tips to be
counted as wages under the program
and of securing reports on these
amounts; (2) the provision of the re-
tirement test that makes it possible
for a beneficiary to receive benefits
for some months in a year even
though he may have had high earn-
ings during the year; and (3) al-
ternative ways of providing insurance
against the cost of hospital and nurs-
ing home care for old-age, survivors,
and disability insurance beneficiaries.
The Committee’s purpose in request-
ing the third study was to obtain
more information on the practicabil-
ity and the costs of possible legisla-
tive action in this field.

Public Assistance

Formula for Federal Sharing

The Social Security Amendments
of 1858 amend the formula for de-
termining the Federal share in State
public assistance expenditures, effec-
tive October 1, 1958. Under the for-
mula in effect before that date the
Federal share in money payments to
needy persons who are aged, blind,
or disabled was four-fifths of the first
$30 of the average monthly payment
per recipient plus one-half of the re-
mainder, up to an individual maxi-
mum of $60. For dependent children,
it was fourteen-seventeenths of the
first $17 of the average monthly pay-
ment per recipient plus one-half of
the balance, up to individual maxi-
mums of $32 each for the first de-
pendent child and the relative with
whom the child lives and $23 for each
additional child. In addition, with
respect to assistance expenditures
for medical care and any other type
of remedial care in behalf of public
assistance recipients, the Federal
Government met one-half the cost
up to an average monthly expenditure
of $6 per recipient in the programs
for the aged, the blind, and the dis-
abled and $3 per dependent child and
$6 for the relative caring for the
child in the program of aid to de-
pendent children.

Public Law 85-110, approved July
17, 1957, gave States an option, how-
ever, with respect to the basis for
claiming Federal participation in ex-

iz

penditures for medical care. The pro-
visions described above for separate
financing of such expenditures were
enacted in 1956 and became effective
in July 1957. Under the formula in
effect before that date, expenditures
for medical care had been included,
together with money payments to re-
cipients, within an overall individual
Federal matching maximum. Under
the 1957 legislation, States that found
it advantageous to continue under
the earlier formula were allowed to
do so.

The formula under the 1958 amend-
ments provides for an average month-
ly limitation on the amount of State
assistance expenditures that are sub-
ject to Federal financial participation.
This limitation is $656 per recipient
in the programs for the aged, the
blind, and the disabled and $30 per
recipient in the program of aid to
dependent children. Formerly the
Federal maximum on money pay-
ments related to each individual as-
sistance payment. Any amounts paid
to individuals in excess of the speci-
filed maximums were excluded from
Federal financial participation. Under
the amendments, Federal financial
participation is not related to individ-
ual assistance payments but to total
expenditures, all of which are
matched within the specified average
payment per recipient. This average
amount includes both money pay-
ments to recipients and medical care
in their behalf.

The Federal share of these State
expenditures continues to be four-
fifths of the first $30 of the average
monthly payment per recipient in old-
age assistance, aid to the blind, and
aid to the permanently and totally
disabled and fourteen-seventeenths of
the first $17 per recipient in aid to
dependent children. For payments in
excess of those amounts, but within
the specified average maximums, the
amendments provide for variable
matching based on per capita income
for the most recent 3-year period.
The State percentage for this portion
of the formula is derived by dividing
the square of the State’s per capita
income by the square of the national
per capita income and multiplying
the result by 50 percent. For States
with a per capita income equal to or
greater than national per capita ins
come, the Federal percentage is es-

tablished at 50 percent, as it also is
for Alaska and Hawaii., Where g
State’s per capita income is less than
the average for the Nation, the Fed-
eral percentage will be more than 50
percent but no higher than 65 per-
cent. If, for example, the per capita
income of a particular State for the
base years is 90 percent of the corres-
ponding figure for the country as a
whole, then the State percentage is
40.5 (.90 x .90 x .50) and the Federal
percent is 59.5. The Federal percent-
age will be promulgated each even-
numbered year by the Secretary of
Health, Education, and Welfare.

For Puerto Rico and the Virgin
Islands, 50-50 matching is continued
as at present, with a combined aver-
age limitation of $35 on money pay-
ments to and payments for medical
care in behalf of recipients in the
programs of old-age assistance, aid
to the blind, and aid to the perman-
ently and totally disabled and $18
per recipient in aid to dependent
children.

One effect of these changes in the
formula is to increase the Federal
share in State public assistance ex-
penditures. The amount of the in.
creases, if any, that will go to indi-
vidual recipients depends upon State
decisions on how the money is to be
used in the State programs. The new
formula will have significance for
program development by allowing
flexibility in meeting the wunusual
needs of recipients, such as medical
care, and should minimize any tend-
ency that has existed for States to
consider a maximum, established only
as a limit on Federal participation,
as a limit on the monthly payment to
an individual recipient. Furthermore,
administrative and fiscal procedures
are simplified. The objective of the
variable portion of the new formula
is to achieve a more nearly equitable
distribution of Federal funds in re-
lation to the fiscal capacities of the
States than was possible under the
previous formula.

Guam, Puerto Rico, and the
Virgin Islands

The 1958 amendments extend the
public assistance provisions of the
Social Security Act to Guam for the
first time. Federal financial partici-
pation in assistance to the needy
aged, the blind, and the disabled and
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to dependent children will be avail-
able to Guam, based on the same
formula as that adopted for Puerto
Rico and the Virgin Islands. The
Federal share is limited to one-half of
total expenditures not exceeding an
average expenditure of $35 per re-
cipient in old-age assistance, aid to
the blind, and aid to the permanent-
1y and totally disabled and $18 per
recipient in aid to dependent chil-
dren. For Guam as for Puerto Rico
and the Virgin Islands, there is a
limitation on the total annual Feder-
al grant for public assistance pur-
poses. The grant for Guam is lim-
ited to $400,000 a year.

The amendments also increase the
limitations on total annual Federal
payments to Puerto Rico and the
Virgin Islands to $8.5 million and
$300,000, respectively. Formerly, these
payments were $5,312,000 for Puerto
Rico and $200,000 for the Virgin
Islands.

The amendments will help these
jurisdictions in a more nearly ade-
quate financing of their assistance
programs for needy persons.

Advisory Council on Public

The new law provides for an Advi-
sory Council on Public Assistance to
review the status of the public assist-
ance program, particularly in its re-
lation to the old-age, survivors, and
disability insurance program and the
fiscal capacities of the States and the
Federal Government, as well as other
factors affecting the Federal-State as-
sistance program.

The Commissioner of Social Secu-
rity is designated as the Chairman of
the Council. Twelve other members
will be appointed by the Secretary of
Health, Education, and Welfare.
These members will represent, to the
extent possible, employees and em-
ployers (in equal numbers), persons
concerned with the administration
and financing of State and Federal
programs, other persons with special
knowledge, experience, or qualifica-
tions. regarding the program, and the
public..The Council is to be appointed
before January 1959 and will report
its findings and recommendations
not later than January 1, 1960.

Other Provisions

The temporary . provisions of the
law relating to the approval:-of cer-
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tain State plans for aid to the blind
were extended to June 30, 1961, by
the amendments. Under Public Law
85-110, approved April 25, 1957, this
provision was scheduled to expire on
June 30, 1959. Only Pennsylvania and
Missouri are affected by the provision,
which permits the approval of a
State plan for aid to the blind that
does not meet the act’s requirements
for the consideration of income and
resources in the determination of
need. Yederal participation under
these plans is, however, limited to
expenditures that meet all require-
ments.

A technical amendment makes
clear that a State old-age assistance
plan shall include, with respect to the
services relating to self-care, a de-
scription of the steps taken by the
State agency to assure, in the provi-
sion of such services, maximum utili-
zation of similar or related services
provided by other agencies. The
amendment makes the language un-
der all of the public assistance titles
uniform in this respect.

Another provision relates to ¥ed-
eral financial participation in pay-
ments made to legal representatives
of recipients of public assistance.
Money payments to recipients under
all programs may now include pay-
ments on behalf of the individual,
made to another person who has been
judicially appointed as his legal rep-
resentative, whether or not he is his
legal representative for other pur-
poses.

Maternal and Child Health
and Welfare

Increases in Authorizations

The amendments increase the
amounts authorized for annual appro-
priation by $5 million for each of the
three grant programs to improve
health and welfare services for
mothers and children.

In its report on the Social Security
Amendments of 1958, the House Ways
and Means Committee stated that the
Committee had “received impressive
testimony from representatives of a
wide variety of public, voluntary,
civic, and professional organizations,
which clearly established the need for
expanding these three programs. The
unprecedented inerease in the child
population, the rising costs of cure

and services, the development of new
techniques and measures for helping
children, and the great inequality of
distribution of the basic child-health
and child-welfare services are factors
which combine to produce an urgent
need for increased Federal funds for
all three of these programs.”

The report made the following
comments on the three programs:

With respect to the maternal and
child-health program, many well-
baby clinics are overcrowded, only a
beginning has been made in provid-
ing adequate health services for men-
tally retarded children, and there is
a need for expansion of services in
rural areas where resources are still
inadequate for promoting the health
of mothers and children.

In the crippled children’s program,
urgent need exists for expanding pro-
grams for surgical treatment of chil-
dren with congenital heart lesions to
prevent the needless loss of life
among children with this condition.
Services for children with speech and
hearing disorders are grossly inade-
quate—only 1 child in 4 of the speech-
handicapped children is receiving
necessary diagnostic or remedial as-
sistance. Many other children with
orthopedic and other types of handi-
caps are also helped through this
program.

Great need exists in the child wel-
fare program for expanding provi-
sions for foster care so as to afford
better care and protection for chil-
dren who must be cared for away
from their own homes and families.
Only half of the counties in the coun-
try have the services of a public
child welfare worker in the face of
nationwide inerease in juvenile de-
linquency and increased neglect and
abuse of children.3

Other Changes in Child
Welfare Provisions

The new law provides for removing
the previous provisions specifying the
use of special child welfare funds in
predominantly rural areas or other
areas of special need. Through this
change services for which Federal
child welfare funds are used are
made available on the same basis to
children in urban areas as to children
in rural areas.

When the Social Security Act was
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passed in 1935, very few States had
local child welfare services in rural
areas. Voluntary agencies had devel-
oped largely in urban areas. When
the public programs were getting un-
der way in 1935, the provisions re-
lating to predominantly rural areas
and areas of special need assured
that services would be built up in the
places where the greatest need for
them existed at that time. Since
then, State welfare departments have
extended and strengthened their child
welfare programs in rural areas.
Presently, although services in rural
areas are not yet adequate, those in
many urban areas are even further
from being adequate. One reason is
the shift in population from rural to
urban or suburban areas where serv-
ices have not expanded to keep pace
with the increased needs.

Under the amendments the formula
for allotment of Federal child wel-
fare funds is changed to make it con-
sistent with the extension of this
program to urban areas. Formerly
the law provided for the allotment
of funds primarily on the basis of
the rural child population under age
18 in each State. Under the new law
the formula takes into account the
total child population under age 21
in each State. After allotment of a
uniform grant, the remainder of each
year’s appropriation will be allotted
in direct proportion to the total child
population and in inverse proportion
to the per capita income of the State.

In order to ensure that present
services to children in rural areas
are not reduced because of this
change, the amendments include s
provision for a base allotment. If
the amount allotted under the new
formula is less than the State’s base
allotment, the law provides that the
amount shall be increased to the base

allotment, with necessary adjust-
ments made by reducing the allot.
ments of other States. The base al-
lotment is the amount that would
have been allotted to the State for
the particular year in which the ap-
propriation is made, under the pro-
visions in effect before the enact-
ment of the 1958 amendments, as
applied to an appropriation of $12
million. This was the full amount
authorized before the 1958 amend-
ments and the amount that had been
appropriated for the fiscal year in
which the amendments were enacted.

A provision has been added author-
izing the Secretary of Health, Educa-
tion, and Welfare to reallot to States
that have need for and will be able
to use amounts in excess of those
previously allotted the funds certified
by other States as not being required
for carrying on their plans. This
reallotment is to be made on the basis
of State plans, after taking into ac-
count the proportion of the child pop-
ulation under age 21 and the per
capita income of the States to which
funds are to be reallotted.

There is also a new requirement
for matching Federal child welfare
funds with State and local funds,
effective for the fiscal year 1959-60.
Each State’s allotment will be avail-
able for paying the Federal share of
the cost of expenditures under the
State plan, with the balance being
made up from State and local funds.
The Federal share will vary inversely
with the State’s relative per capita
income between a minimum of 3314
percent and a maximum of 6624 per-
cent; the share for a State with a
per capita income equal to that of
the United States is 50 percent. The
Federal share for Alsaska is specified
in the law at 50 percent, and for the
Virgin Islands, Guam, and Puerto

Rico at 662% percent. For the fiscal
yvear ending June 30, 1959, the Fed-
eral share is to be determined ac-
cording to the provisions in effect
before the 1958 law was enacted.

The amendments lessen the restric-
tions on the States in using Federal
child welfare funds for the return
of runaway children by raising from
16 to 18 the age limit of runaway
children for whom these funds may -
be used and by giving express author-
ization for the use of these funds
for maintaining the children for not
more than 15 days pending their
return.

Finally, there is established an Ad-
visory Council on Child Welfare
Services to make recommendations
and advise the Secretary of Health,
Education, and Welfare in connection
with carrying out the amended child
welfare provisions. The Council,
which is to be appointed by the Sec-
retary before January 1959, will con-
sist of 12 persons representing pub-
lic, voluntary, civic, religious, and
professional welfare organizations and
groups or other persons with special
knowledge, experience, or qualifica-
tions with respect to child welfare
services, and the public. The Coun-
cil is to make a report of its findings
and recommendations (including rec-
ommendations for changes in the
child welfare provisions of the law)
to the Secretary and to Congress on
or before January 1, 1960.

THE SociaL SECURITY Amendments of
1958 are extensive, making funda-
mental changes in some of the pro-
visions for the well-being and eco-
nomic security of the people of this
country. They mark 1958 as another
important year in the development
and growth of the social security pro-
grams in the United States.
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