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Diaarn Mr. Prusipent: The Socinl Sccurity
Bourd has rogarded rs one of its most important
rosponsibilitics undor the Social Security Act that
imposed by the scction of the Inw which charpes
the Board with ““the duty of studying and making
recommeondations as to the most effective methods
of providing economic security through sociel
insurance, and as to legislation and matters of
administrative policy concerning old-nge pensions,
unemployment compensation, nccident compensa-
tion, and related subjects.”

In aceordance with this congressionnl mnndnto
and specific instructions reecived from you, tho
Board, since its croation in August 1935, has
continuously appraised the operation of those
provisiona of the act for which it has administra-
tive responsibility. In addition, the Board has
carried on oxtonsive studies as to offective mothods
of providing greator socinl security for the Ameri-
can people.

‘The Social Security Board’s report, based on
these atudies and on practical experience in social
security ndministration during tho past 3 yenrs, is
submitted herowith for your consideration and
that of the Congress.

The Board hins not undertaken to include in this
report the extensive data on which its recom-
mendations aro based, However, the Board is
prepared to furnish such data and teclinical
assistance as inay be desired in connection with
any of these recommeondations which the Congress
may wish to consider.

Respectfully submitted.

Antaun J. Avrmever, Chairman.

REPORT

Through the Social Security Act the peoploe of
the United States have cstablished thoeir first
Nation-wide and organized systom of protection

ngainst prevailing econoniie hazards. To accom-
plish this purpose, both the Federal Government
and the States have cooperated in theso provisions
for social sccurity. 1t has been possible, there.
foro, to attack Nation-wido problemms on a Na.
tion-wide front, and, at the sume time, to keep the
progrant practical, Hexible, and close to the people.

Possible ways and means of improving and
extending the present provisions of the Social
Sccurity Act naturally become more apparent ag
administrative experience increases, a8 more data
hecome available, and ns a better understanding of
actual needs develops.  Though the Doard recog.
nizes that such growth is a continuing cssential,
it believes that the general approach to socin
security embodied in the existing aet is [unda.
mentally sound.

Through the Social Sccurity Act the people of
this country have attncked the problem of insecu-
rity upon two fronts: The aect undertakes to pro-
vide some measure of protection agninst present
needs arising out of past neglect, nnd it ostablishes
nt the presont time basie protection agninst eco-
nomic hazards which would otherwise cause future
insccurity, To nccomplish these purposes the nct
sets up, in the main, a system of Federal-State
cooperation whereby finaneinl resources of the}
I'edernl Government are mado nvailablo to the
Statos to enable them to snfeguard their citizons.
The only part of the act wholly administered by
the Fedornl Governinent is the old-age insurance
system. Since such a system necessarily operates
on a long-term basis, movement of population
among the States precludes setting it up on af
State-by-State basis.

The changes in the Social Security Act recom
mended by the Board are designed to promote the
objoctives of the present law, as regards all the
programs under the Doard’s direction—old-nge
insurance, unemployment cowmpensation, and
public assistance. In addition, the Board makes
coertain recommendations with regard to general
andministration and suggests certain considerations
relating to health protection. It is the judgmont
of the Board that these recommended changes
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reprosent practicable next steps toward the goal
of adequato socurity for the American people by
liberalizing the benofits payable under the act,
by oxtonding its protection to a much largoer
proportion of our people, and by greatly facilitat-
ing administration,

Federal Old-Age Insurance

Although the Ifederal old-age insurance systemn
is the lnrgest over put into operation, it has proved
to bo sound from both the administrative and
financial standpoint.  In considering the develop-
ment of this plan, it should bo borne in mind that
it is separate and distinet from the Federal-State
program of old-age assistance. Under Federal old-
ago insurance, benefits are payable as n matter of
right irrespoctive of individual need, and in relation
to past earnings. Under Federal-State old-nge
asgistanco, puyments are made only on the basia
of individual need as determined by the State.

Our presont system of old-ago security thus
embodies two principles: the insurance program
relatod to the individual’s past earnings and the
nssistanes prograan related to his present neod.
The Social Security Board is convineed that a
systom of old-nge security which attompted to
opernte on any other prineiploes would be bound
to lead to disaster both for the boneficiarios and
for the gonoral taxpayecr.

The basic problem of old-nge insurance is to
mnke the system more immediately and fully
operative without destroying the reasonable re-
lationship which must exist in such a program
botween benefits pnyablo and past earnings,  Such
s relationship must exist under any system of
rotiroment insurance, whether social insurance or
an industrial pension plan, unless the term “insur-
ance” is to lose all its meaning.  IFor the protec-
tien of future beneficinries and future taxpayers
it is casontial that this rensonable relationship be
maintained ; just ns in the case of old-age assistance
it is necessury to maintain n reasonable relation-
ship between assistance granted and the noeds of
the individual.

The present old-agn insurance systom, while
maintaining a reasonable relationship between
past earnings and future bonefits, provides pro-
portionately greater protection for the low-wage
carner and the short-time wago earner than for
those more favorably situated. Tu othor words,
il recognizes presumptive necd ns nn essentinl
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considoration in any socially adequate old-age
insurance system. DBut the presumptive need
toward which social insurance is directed must be
distinguished from the spocific nced, as estab-
lished by investigation, which public assistance is
designed to ineet. To allow for presumptive need,
the old-age insurance system gives much greater
weight to tho first $3,000 of accumulated carnings
than to subsequent earnings. It is thus possible
for a person retiring in the early years of the sys-
tem, or for a low-wage carner retiring at any time,
to recoivo very liberal benefits in proportion to his
pasi earnings,

But eovery worker, regardless of his level of
carnings or of the length of tine during which
ho has contributed, will receive more by way of
protection than he could have purchased olse-
where at a cost equal to his own contributions,
In other words, the system rocognizes the princi-
ple of individual equity, as well ns the principle
of socinl ndequacy. It has been possible to in-
corporate in the system both these aspects of
sccurity by ultilizing a ‘larger proportion of em-
ployoers’ contributions to pay benofits to those
rotiring in the onrly yecars, and to low-wage
earners. A similar procedure is also followed in
privato pension plans. Such plans recognize
that the cmployer must contribute more liborally
in behalf of older workers if they are to have
suflicient incomeo to retire.

Benefits

Starting Monthly Denefits in 1940.—The Board
believes that the payment of monthly benefits
should commence in 1940 instead of on January
1, 1042, as schoeduled in the presont law. ‘This
will be practicable, in the opinion of the Board,
since by 1040 a considerable body of administra-
tive oxperieneo will have been accutnulated, and
wago records will have been built up for n period
of 3 years.

Bocnuse of its nature as an insurance program,
the Social Security Board doos not beliove that
it is possible to bring undoer this system all per-
sons who have nlready retired from gainful
employment. Kvon though it wore considered
reasonable to pay benefits regardless of the fact
that no past contributions hnd been made cither
by theso individuals or by their employers, it
would be impossible to obtain adequate wage
rceords upon which to compute benefits.



Increasing Benefils Payable in Karly Years.—
The Board nlso believes that the monthly beno-
fits payable to those retiring in the early years
can bo increasod without incrensing the cventual
cost of tho program,

Thoe cost of any system of bonefits will mount
rapidly with the passage of time as a larger pro-
portion of tho population reaches rotirement ago.
Consequently, a scale of benefits, the cost of
which would be altogether reasonable now, might
be unduly burdensome at tho end of a genera-
tion. ‘Therefore, in making increases in benelits,
particularly in the carly yoars of a system, it is
essentizl to keop the ultimate financial cost in
mind. It is impossible under any social insur-
anco system to provide ideal sccurity for overy
individual. Tho practical objective is to pay
benefits that provide a minimum degreo of social
gecurity-—ns a basis upon which the worker,
through his own offorts, will have a bottor chanco
to provide adequately for his individual security.

In order to increase benefits for those retiring
in the early yenrs, the Board recommecnds two
mensures: first, suppleimnentary benefits for aged
wives, and sccond, the use of “average wages”
instend of total accumulated wages for the
computation of bonefits.

Supplementary Bencfits for Aged Wirves.—Tho
Board suggests that a supplementary benefit be
paid for the aged dependent wifo of tho retired
worker which would be related to his old-age ben-
efit. Such a plan would tako account of greater
presumptive need of the married couple without
requiring investigation of individual need. An
aged wife would of course bo entitled to benefits
based upon hor own past earnings in licu of the
supplemont, if hor own benefits were greater.
Since in the course of timo many women will havo
developed substantinl benefit rights based upon
their own past earnings, the cost of providing the
supploment for dependent wives would gradually
decline, and eventually the additional cost would
be reduced to a relatively small amount, In order
that greater social adequaey may not be nchieved
at tho expense of individuanl equity, the Board
recommends that the benefits payable to unmar-
ried persons continue to be at least ns much ns
thoy could purchase from a commereinl insuranee
company with their own contributions.

Utilizing ' Average Wages' as Benefit Base.—The
Board recommends that bencfits be calculated

upon the basis of avernge wages, rather than, ns
at present, upon total accumulated wagos.

This chango would make it possible to increasg
enrly benefits and to relute benefits more closely
to the previous normal wage incomo of the indi-
viduael. It would also eliminate, as the yenrs go
by, the large bonus which present provisions would
afford those who have had only o briefl period of
participation prior to tho dato of retirement,
Under the existing lnw the large credit for the
first $3,000 of accumuiated earnings romning in
cffoct repardless of whether a worker retires in
the carly years of the system or Inter. This largs
credit is justified in the eatly years, since worlkers
and their employers have had an opportunity to
make contributions for only a short period of cov.
erage under the system. But it is rdvisable to
snfeguard the system against disproportionately
large withdrawals in the future in behnlf of thoss
who have paid taxes only a short timo. i

While the Board belicves that benefits should}
be related to the average wage, it recopgnizes tlmt;
benefits should also be related to the number of
years the individual has been in covered employ-
nment and has made contributions. The DBonrd
therefore recommends that an insured individual,
upon retirement, receive a basie henefit related to
his averngo wages; and that, for cvery year Le hns
earnied moro than some sinall specified amount of
wages in covered cimployment, his basic monthly
Lenefit bo increased by a specified pereentage.
Conversely it recommends that for every year a
person does not earn this specified amount of
wages, tho basic monthly benefit bo reduced by}
the samne percentnge. _

The Board is of the opinion that n percentoge
decrease for ench year not covered is a more
equitable approach than that found in most for-
cign old-nge insurance systems which usually re-f
quire that a person be in covered employment
during a speeified number of years immediately
preceding tho dato of retirement. As a result,
an individual who had been in covered employ-
ment a considernble proportion of his working
life but not during the last few years belore re-
tirement would be incligible for monthly benefits.
Such a provision would, in tho Board's opinion,
work undue hardship on those who had leflt cov-
ered employment during their later years and
would offer undue ndvantages to those who en-
tored covered omployment only during their Inst
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few working years. The system which the Board
recommends represents a more flexible and equi-
table arrangemont. It not only protects indi-
viduals who have been in covered employment
during a considorable portion of their working
life, but also safegunrds tho system as it maturoes
against disproportionate payments to those in
covored employment for only a short time.

Benefits for Widows and Orphana—The Board
is of the opinion that old-ngo insurance should be
expanded to include survivors’ insurance. ‘The
law now provides for single lump-sum cash death
paymonts equnl to 3% percent of the worker's
total recorded wages provided ho has not during
his lifetime drawn benefits equal to this amount.
Under a social insurance systemn the primary pur-
poso should be to pay benefits in aceordance with
the presumiptlive needs of the beneficiaries, rather
than to make payments Lo the cstate of o deceased
employce regardless of whether or not he leaves
dopendents.  The payment of monthly henefits
to widows and orphans, who are the two chief
classes of dependent survivors, would furnish much
moro signifiennt protection than does the payment
of lump-sum Dbenefits.  Such monthly benofits
could be provided and still kept within the even-
tusl costs of the present system,  There is ample
precedent for such provision, sinee 15 out of 22
forcign old-age insurnnce systeins make provision
for survivors’ henefits,

The Board is of the opinion that nged widows
and younger widows with dependent children
should reccive benefits, and that benefits should
bo pnid on behalf of children at Jeast until they
reach 16 ycars of age, and until 18 while they aro
regularly attending school.

Some mensure of the need for this protection
ns it affects children is indicated by experienco
under tho present Federal-State program of aid
to dependent children. In 43 percent of thesoe
cases tho children have become dependent beeause
of the fathor's death and in an additional 25 per-
cont of the cases, beeause of the father's disability,

The Board has given much consideration to tho
feasibility and desirability of providing benefits
for widows under 65 yoars of age who have no
young children in their enre. The Board believes
that only n temporary monthly benefit, covering
the period immedintely following the husband’s
death, should be paid in such cases. Howover,
the Board does recommend that all widows of
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persons who would have been qualified for old-age
benefits, if they had lived to age 65, be entitled
to & deferred monthly boenefit payable at age 68.
Such benefita should bear some reasonable rela-
tionship to that which the decensed hueband
would have roceived.

Normally, young widows without children can
be oxpected to enter gainful employment, but
middle-aged widows frequently find it more diffi-
cult to become sclf-supporting. On the other
hand, theoy are likely to have more savings than
youngor widows and many of them have children
who are grown and able to help them until they
reach 05 years of age, when thoy would be entitled
to & widow's benefit under the plan proposed.
Though their problemns are fully recognized, pro-
vision for ecommencing benefits to widows under
65 with no children would present certain serious
anomalies, Any age selected for benefits to bogin
would appear arbitrary, excluding soine widows
just below that age. Moreover, tho question
would arise as to discrimination against unmarried
women, who would not receive bonefits until they
reached 65, Yet if tho retirement nge for womeoen
generally were lowered, the effect would be to dis-
criminnte against men and at tho same tiine sub-
atantinlly to increase the cost.

Disability Insurance.—Tho DBoard has givon
much thought to the question of whether the
present old-age insurance systemn should be ex-
panded to include provision for benoefits to workers
who become permanently totally disabled, before
reaching ago 65, and to their dependents.

With the single oxception of Spain, overy other
eountry whichh has a system of old-age insurance
has mado provision for permanent disability.
One of theso countries, Groat Britnin, includea
this provision in its henlth-insurance system ; others
relate it directly to old-nge insurance.

‘I'he Board recognizes that the ndministrative

‘problems involved are diflicult, although it does

not believe them insuperable. It also rocognizes
that provision for permanent total disability
would incroase tho cost of the system both now
and in the future. I'or tliese reasons it is not
making any positive recommendation on this
mattor af this time. It should, however, be
peinted out that the extent to which costs would
increase would depend upon the definition of dis-
ability which could be made effoctive. If a fairly
strict dofinition were adopted and maintained,
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the Board believes that the additional costs could
be kept within reasonable limits. Later, as ex-
perience developed, the definition could be made
more liberal if this appenred socinlly desirable.
In connection with any permanent total disability
program, adequate provision should be made for
hospitalization and other institutional care, and
for vocational rehabilitation.

Coverage

Ertending the Coverage of the System.—The Social
Security Board is of the opinion tbat it is sound
social policy to extend old-age insurance to as
many of the Nation's workers as possible. It
believes that it is administratively feasible to pro-
vide this protection for large numbers of people
who are not yot covered.

Even with its presont limited covernge—-esti-
mated to include at any one time only 50 percont
of the Nation’s gainfully occupied population—
at least some small measure of protection is
already being furnished by the old-age insurance
program to two-thirds of those gainfully occu-
pied. This is due to the fact thav a great many
persons, usually in excluded occupations, work in
covered employment from time to time. It is
estimated that, even witbout any chango in the
present coverage, 75 or 80 porcont of the gainfully
occupied porsons in this country would eventuanlly
have some protection. However, since the ade-
qusacy of this protection depends to a considerablo
oxtent upon the length of time the individual
actually works in covered employmont, it is highly
desirable that coverage be oxtonded ns rapidly as
edministratively feasible, Extension of coverago
would also be necessary in order to protect tho
financial soundness of the system if the present
benefit provisions in the law granting such pro-
portionately large benefits to persons who havo
been in covered employmeont only n short period
prior to retiroment are retained.

Agricultural Labor.—Tho Board bolieves that
the “agricultural labor” limitation on coverago
should be modified. It is, of course, apparent
that the problem of covering the independent
farmer eannot be finally solved, except ns part of
& genoral program to cover the self-employed. It
is also recognized that the complote inclusion of
employees engaged in agricultural labor is fraught
with great administrative difficultics. Howover,
the Board believes that the inclusion of large-

scale farming oporations, often of a semi-industrial
character, probably would reduce rather than in-
croase administrative difliculties.

At present it is almost impossible to delimit
the field of “agricultural labor” with anything
like the certainty required for ndministration and
for genernl understanding by employers and em.
ployees affected. The extont of the exception is
shadowy indeed whore the producer also engnges
in processing and marketing.

The Board recommends that the languege of
tho present oxcoption relating to ‘“‘agrieultural
labor’* be nodified to make it certain that this
exception applies only to the services of & farm.
hand employed by a small farmer to do the ordi-
nary work connected with his farm, The Board
further recommends that, with a reasonnble time
nllowed beforo the effective date, the “agricultural
labor™ exception be eliminated ontirely.

Domestic Service.—The Board recommonds that
the exception of domestic servico be eliminated,
with n rensonable time allowed before the effective
date. It is believed that the principal adminis-
trative difficulties with respect to domestic service
will be overcome, just as they will be in the case ef
agricultural labor, when the individunls afTected
become generally informed as to the bonefits and
obligations incident to coverage.

Maritime IEmployment.—Thore is at present an
exclusion of ‘'mervice performed ns an oflicer or
momber of the crew of a vessel documented under
the laws of the United States or of any foreign
country.” The legislative history indicatos that
this exclusion wns made because of the edminis-
trative diflicultics of covering foreign crows an
American vessels engaged in foreign trade. The
Board recommends that the present exception be
redrawn so that oxclusion of employmont on
Anierican vossels boe limited to this type of situ-
ation.

Nonprofit Organizations.—The Doard recom-
menda the inclusion of service poerformed for
religious, educational, charitable, and sinilar
nonprofit organizations. The Board foresces no
sorious administrative difliculties in such inclusion,

Services DPerformed for the Federal Governmeni
or Its Instrumentalities.—The Board recommends
tho inclusion of servico perforined in the employ
of tho United States or its instrumentalities. The
Board anticipates no administrative difliculties i
such inclusion. Ilowever, in oxtending old-age
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insurance to all employees of the Ifederul Govern-
ment, it would bo necessary to give consideration
to thoe effect on other retiremont systoms for
Federnl employees, with a view either to excluding
emnployees already covered by these systems or to
adapting theso systeins so that they would take
account of the basic protection afforded by the
old-age insurance system. In any event, the
Boerd recommends an amendment to bring under
coverage employees of instrumentalities of the
United States, oxcept those which either are
wholly owned by the United States or are exempt
from the taxes lovied under the Social Security
~ Aet by virtuo of sotne other act of Congress. The
principal ‘‘Federal instrumentalities” which would
thus be brought into old-nge insurance nre nntional
banks and State banks whieh are members of the
Federal Rosorve System, and building and loan
nssocintions which nre members of the Ifederal
Home Loan Bank Systom,

Services Performed for States and Their Instru-
mentalities.—A number of State and municipal
officinls have indicated a desire for coverage of
State and municipal employees. Howover, no
moethod has yot been devised which would over-
come conatitutional difliculties and also protect
the old-nge insurance systemn against advorse
solection. It is hoped that further study will
dovolop a method which will be constitutional
and which will prove mutually advantegeous to
the States, their employees, and the old-age
insurance systom. ‘Tho Board confines its recom-
mondation at this timo to thie suggestion that the
presont oxclusion of the act be modified so that it
applies only to servicea performed in the employ
of o Stato or a political subdivision or instru-
montalities wholly owned by the State or whoso
functions are such as to raiso constitutional
barriers to Ifederal taxation.

Allowing Benefit Credits for Wages Iarned
After 65.-—Tho Social Security Act ns it now
stands does not permit workers to gain benefit
crodit for wugos carned aftor age 65. The taxes
paid by employer and omployce also stop when
the wage earner reaches this age. Lump-sum
cash bonefits are provided for workers who rench
65 yonrs of age without having worked onough
to qualify for a monthly benefit. Such workors,
even though they coutinue in employment, ean-
not under tho present law qualify for annuities.
The lump-sum payment is all that is available to
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them. The Socinl Security Board recommonds
that such workers receive credit for any time that
thoy work nfter age 65 so that they may qualify
for monthly benefits upon retirement at a some-
what later date. This would automatically elim-
innte the occasion for lump-sum paymoents at
age 65, and at the same time would provide a much
groater dogree of protection for older workers.

Employer-Employee Relationship.—Old-ago in-
surance coverage is at prosent limited by the
undefined toerms “employer” and “employoo.”
Thoe Board recommeonds that this provision be
expanuled to the oxtent feasible to cover moro of
tho persons who furnish primarily personnl servico.
The intention of such an amendmeont would be to
cover persons who are for all practical purposes
cinployees, but whose present legal status may
not be that of an employee. At present, for
example, insurance, real estate, and traveling
snlesmen are sometimes covered and someotimos
not; thio Board bolieves that all such individuals
should be covered.

Casual Labor.—The Board belisoves it is nocos-
sary to rotain the oxisting exclusion of casual
labor not in the course of thie employer's trade or
business, because of the administrative difficulties
which otherwise would be involved, with no con-
silernble compensating social advantages. It
should be noted that this exclusion is numerically
small since labor so oxcluded must be not ouly
casual but also unrelated to the omployer's
business.

Self-I¢mployment.—Thoe Board has givon con-
siderable study to tho possibility of including
solf-omployed porsons under the old-nge insur-
ance system. IHowover, the Board is not prepared
at this time to recommend what it considors n
practicable method for oxtending coveragoe to such
porsons,

Coniracting Coverage to Prevent Collusion.—
Until a practicable moans is found for including
solf-omployed porsons, the Board recommends
that the family employment exclusion, appenring
in title 1X of the Social Socurity Act relating to
uncemployment componsation, be incerporated in
the old-age insurance provisions, Thoe Beard
further recommeonds that the act bo amended so
that old-age insurance benefits will not be paid
where there hns beon a coutract of omployment
for tho purpose of socuring benefits without the
porformance of bona fide servica.



Financing

The Social Security Board is not making dotailed
recommendations rolative to the financing of the
old-age insurance systom sinee the Troasury Deo-
partment is charged with primary responsibility
in this regard. IHowover, the Bonrd beliovos it is
ossential that any method of financing that is pro-
posod should take into account all probablo futuroe
disbursements so that tho interests of both the
prospective bencficiaries and the genoeral taxpayors
may be properly safoguarded.

When the systom is fully matured, its oventual
cost with tho changes here recommended—which
tho Board belioves will furnish far greater pro-
toction-—would bo somewhat less than the cost of
tho present systom. The cost of paying benefits
in tho oarly ycars would, however, be greatly
increased if tho proposed changes were put into
offect. If permanent total disability insurance
should also bo included, the eventual cost, when
the system is fully matured, would bo somewhat
more than the prosent system.

The oxisting law contemplates o fully financed
system for all time to como. That is to say, it
roquires that probable future linbilities be taken
into account from the very beginning and that a
suflicient reserve be set up so that the earnings on
the reserve, plus current pay-roll tax receipts, will
be sufficiont always to covor annual bencfit dis-
bursetnenta,

As alroady stated, if tho recominendations of tho
Board relating to benofits are adopted, early pay-
ments under tho system will increase substantinlly.
The tax provisions embodied in tho present law
would probably cover the incroased annual cost
for the first 156 years. They would also probably
provido a small reserve, which would be invested
and earn some interest. But whon future annual
bengfit disbursoments excoeded annual tax collee-
tions plus interest carnings, some othor provision
would have to be inade for the funds which, under
the existing plan, would be secured from intorest
on accumulated resorves. It would then be
necessary to do ono of two things: inerease the
pay-roll tax, or provide for the deficiency out of
other general taxes,

The Board is of the opinion that it would be
sound public policy to pay part of the cventual
cost of the benefits proposed out of taxes other than
pay-roll texes, preferably taxes such as income
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end inheritance taxes lovied according to ability
to pay.

The portion of the total costs to be met by taxes
other than pay-roll taxes should depend upon the
proportion of the genoral population covered by
the insurance systom. The wider the coverage,
tho moro oxtensive this contribution from other
tax sources might properly be.

Although the Board believes that contributions
to tho old-age insurance program should eventually
be made out of Federal taxes other than those en
pay rolls, it doos not believe that such taxes
should be substituted for any part of the pay-roll
taxes, provided in the present act, or that such
other taxes should be used until annual benefit
disbursements begin to exceed annual pay-roll tex
collections, plus the interest earned on the smalj
reserve which would be nccumulated.  The Fed.
cral Government is already making an annual
contribution out of general taxes of almost a
quarter of o billion dollars for old-age sceurity,
in the form of grants to the States to help finance
their old-age nssistance programs. Substitution
of other taxes for any portion of the pay-roll
taxes now provided would increase the disparity
between taxes paid and benefits payable in the
carly years of the system.  Those retiring in the
early years in any event will receive much greater
benefits in proportion to taxes paid on their be-
half than those retiring in the Inter yenrs, IPur-
thermore, while the exact future costs of benefits §
under the insurance system cannot he determined
with any degree of necuracy until more data are
available (espectally those which will come with
the actual payment of benefits to large numbors
of people), it is certain that the costs will be great
and it is important that Government finances
should not suffer through reduction in revenue
from pay-roll taxes,

Administrative Changes

The Board recommends a number of changes
to improve administration of the present law:

1. Inclusion of a provision requiring employers
at tho timme of wage paynment to furnish employces
o statement, which thoy may retain, showing the
amount of taxes deducted from their wages under
tho old-agoe insurance system.

2. Exclusion of any nominal wages paid to
employecs of all nonprofit organizations now
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exempted from the Federal income tax. Many
nonprofit organizations, particularly fraternal or-
ganizations, with employees and oflicers drawing
a nominal wage, are now required to make reports
and pny taxos for these employces, although the
asmount of tho taxes and prospective benefits
involved is negligible,

3. LExclusion from the definition of wages of all
payments made by an employer to or on behalf
of an omployee undor a plan or system providing
for retirement benelits, dismissal wages, disability
benefits, nnd medical and hospital expenses. Tho
purposo of this proposal is to avoid discouraging
plans of the nature described.

4. Simplification of the present provisions with
respect to lump-sum payments on death (in caso
the substantive changes recommended by the
Board are not made).

5. Provision that applications for death bene-
fits must be filed within 2 years after date of death,

6. Simplification of tho procedure for payment
to infants or other legatly incompetent persons,

7. Provision making more equitable the recov-
ery by the Federnl Goverminent of incorrect
payment to individuals.

8. Provision respecting the practico of attor-
neys and agents beflore the Board,

9. Provision that findings of fact and decisions of
tho Board in the allowance of clnims shall be final
and conclusive. Such a provision would follow
the precedent of the World War Veterans Act and
of other legisintion with respect to agencies similar
to the Board which handle o largo number of small
claims.

10. Clarification of the law regarding services
of an employeo performing both exeluded and
included employmoent.

Unemployment Compensation

Tho unemployment compensation and public-
gssistunce provisions of the Social Sccurity Act
constitute the most comprehensive attempt yet
made to utilize a system of Federal-State coopera-
tion for the solution of national problems. To
promote State action in unemployment compen-
setion the Iederal law establishes a uniform tnx
payable by employers regardless of whether tho
State in which they operate has an unemployment
compensation law; it then permits employors to
offset their contributions under a Stato unemploy-
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ment compensation law up to 90 porcent of the
total Fedoral tax. The act also provides that the
Federal Government shall meke grants to the
States to cover the entire necessary cost of proper
administration of their unemployment compen-
sation laws,

The rocommendations of the Social Security
Board relative to unemployment compensation
deal with oxtension of coverage, improvoment of
Fedornl-State relationships, and cortain techinical
changes, rather than any fundamental change in
the present [Fedoral-State pattern now set forth in
the [Federal law. Though the adjustment of
T'ederal-Stato relations is et boest a difficult and
dclicate task, particularly in tho field of social
legislation, oxperionce so far indicates a large
monsure of success. The present provisions of
tho Ifederal law have proved complotely offective
in facilitating the ennctinent of State unemploy-
ment compenention lawe. These laws and the
character of their administration hevo on the whole
been reasonably satisfactory.  The inevitable
administrative difficulties involved in the inaugu-
ration of any large-scale undertaking wore accen-
tunted by the fact that in 22 States bonefits
becaine payable in January 1038, at o time of
unexpectedly heavy unemployment. In spite of
theso diflicultics, the 31 jurisdictions that had
begun paying benofits by tho end of 1038 have
puid out about $400,000,000 in benefits to approxi-
mately 3% million unemployed workers. The
most pressing problom in unemployment com-
pensation at tho presont time is improvement and
simplification of the Stato laws thernsolves and of
their administration, on the basis of incrensing
oxporionco,

Employers’ Tax and Reporting Procedures

The Board is aware of the suggestion made at
tho timo tho Socinl Seeurity Aet was under con-
sideration, that the Fedoral Government should
collect the entire Ifederal tax and muke grants-in-
nid to tho States, instond of allowing an offset on
the Federal tax. It was argued that such a
method would relicve employers of the nccessity of
making tax reports to both the State and the
Federnl Government, 1t is true that this would
bo of somo advantage, particularly to employers
operating in moro than one State. Howover, at
present, tho State unemployment compensation
agencics need detailed information coneerning the
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past working history of persons claiming benofits
in order to detormine tho amount due them. If
employers did not roport directly to the State
agencies, it would ocither bo nccessary for the
Foderal Government to furnish the State agonciea
the required information, or it would bo necessary
for the States to develop benefit procedures which
would eliminate detailed roporting. Neither the
Federal Governmont nor the States have had
sufficient experionce to warrant an opinion as to
tho fensibility of such a drastic change.

The Board, however, does recommend that
the Fedoral unemployment compensation tax
provisions bo combined with those for old-age
insurance which relate to employers. Such a com-
bination would have tho advantage of rolicving
employers from making two separate Fedoral tax
returns. This arrangement would, of course, not
affect the present offsot provision or the present
use of tho proceeds of the two soparate taxes.

Extension of Coverage

Regardless of whether the two taxcs are com-
bined, the Board recommends that the covernge of
unemployment compensation be made similar to
the coverage already roccommeonded for old-age
insurance, with certain excoptiona to be discussed
later. Even though the tax provisions wero not
combined, there would be great advantages in
making the provisions of the two programs
identical with respect to omployors affectod by
both. Such a change would make it possible to
simplify employers' recordkeeping and reporting
to the IFederal Government, as well as to the
States, since the lattor would undoubtedly ndjust
their Stato laws accordingly.

The suggested combination of the unemploy-
ment compensation tax provisions with the old-age
insurance tax provisions or any brondoning of
Federal unemployment compensation provisions
(with the oxception of maritime omployment)
should not bocome effective before January 1,
1041, aince it would be necessary to give the Statos
ample opportunity to amend their laws accord-
ingly. This would also give the Stato unomploy-
ment compensation agencies sufficient time to
perfect their administrative organization and pro-
cedurea.

In unemployment compensation as in old-ago
insurance, the Board bolievea that it is adminis-
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tratively fousible and in accordance with sound
gocinl policy to include the employments not
covered by presont Federnl provisions, with the
oxcoptions hioreafter discussed.

Problems Rlelating to Agricultural Employment,—
The situntion of agricultural employocos is fre-
quently different fromn that in most other occupa-.
tions.
farma of their own, or live in homes provided by
thoe employer with tho use of land and equipment
to produce a part of their subsistones. While it
scoms foasible to cover such persons in old-nge
insurance, in unemployment compensation there
are unusual problems. For example, in meny
cnscs it would be extremely difficult to detormine
whether the individual should bo considered *un.
employed,” or whether ho is normally working for
himself. While some foreign systoms have been
oxtended to cover agricultural employoees, it must
bo recognized that the agricultural wage-enrning
group in this country is much less clearly defined.
It therefore appoears inadvisable to recommend at

this timo the extension of unemployment insurance |

to cover nll agricultural employces. llowever,
just as in tho ease of old-ngo insurance, the DBoard

reccommends that the languago of the present ex- |

ception relating to “agricultural labor” in- any

ovent should be modificd to make certnin that this E

exception npplies only to the services of a farm-

hand employcd by a small farmer to de the ordi- |

nary work connected with his farm. The Board
will continue to study the problems involved and
will make every cffort to develop practical ways

and menns of bringing about extension to all f

agricultural employces.

Problems Relating to Domeslic Serrvice.—In the
cago of domestic service in a private homeo, the
difficulties of extending unemployment compensa-
tion are far less serious than in agriculture.
fact of unomployment is mnuch easier to determino.
The chief problem here relates to the determina-
tion and collcction of contributions. ‘The Board
believes domestic employees can and should be
covered by the unemployment insurnnce provisions
of tho act, provided sufliciont time is allowed for the
States to perfect their administrative procedures.

Problems Relating to State and Federal IEmploy-
ment.—Employment by n State government or its
instrumentalitics must continuo to be excluded
frotn Federal unemployment compensation provi-
gions for the reasons cited in conneetion with old-
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ago insuranco. The Board does not believe there
would be any great ndvantago in including Fedoral
employces under the unemployment componsation
provisions. Civil-service employees are, for the
most part, already protected against tho hazard of
unemployment, and it would probably be more
practical to provido for non-civil-service omployeces
through some forin of dismissul wage rather than
through establishing a special Nation-wide un-
employment componsation system.

Howover, the Board does beliove that so-called
instrumentalitics of the Foderal Government
which are not wholly ownoed by it—such as na-
tional banks-—should be brought into State unem-
ploymont compensation as well as under old-ago
insurance.

Nonprofit Organizalions.—The DBoard recom-
mends the inclusion of servico performed in the
employ of nonprofit organizations. The Board
anticipates no scrious administrative difliculties
in such inclusion,

Famidy IEmployment.—In order Lo avoid serious
odministrative difliculties in the payment of
unemployment compensation bonefits, the Board
bolioves that the exclusion of family employmont
should be rotained.

Including Employers of One or More Employees.—
The Board recommends that tho presont Fedoral
rostriction to employers who have had 8 or more
omployees in 20 or more weoks during the yoar
be oliminated so that the unemployment com-
ponsation provisions would cover all those having
ono or 1nore employoes, just as in tho case of old-
ago insurance. Twenty-four State unomploy-
ment compensation laws already cover smaller
omployors than those included in the Ifederal
act a8 it now stands; of these, 10 cover employors
of one or more.

Employer-Iimployee Relationship.-——The DBoard
rocommonds that the changes te broaden and
clarify these torms, alrondy described in connec-
tion with old-age insurance, bo also incorporated
in tho Foderal provisions for unemploymont
compensation.

General.—'Tho Board rocommonds that the Fed-
oral pay-roll tax in connoction with unemploymont
compensation be limited to the first 33,000 of
annual wagos, if that maximum is rotained in tho
old-ago insurance tax provisions, Though the
Board rocognizes that such a limitation would
reduce revenuo somowhat, it belioves that this
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disadvantage would bo counterbalanced by the
advantages to be derived from making the Fed-
oral tax provisions identical for both programs.

If unemployment compensation coverage is
extonded to employers of one or more, the Board
bolioves it will be nocessary to exclude—for the
same reascn as in old-age insurance—casual labor
not in the course of the omployer's trade or
business.

Unemployment Compensation for Seamen

Undor tho Constitution it is impossible to con-
for upon the States jurisdiction over maritime
employment to the oxtent nocessary to meet the
nocds of unemployment compensation. There-
foro, in order to afford such protection to scamen,
it would be nccessary to pass a Federal act.
Tho Board recommonds that such an act be
passed covering all maritime employment which
it is not possible or practicablo to bring under
State laws, with the oxcoptions noted under
old-ago insurance.

State Personnel

Under the present Federal law, before a grant
to a Stato for unemployment compensation ad-
ministration may be cortified, the Social Security
Board must find that the State lew includes
provisions for ‘“such methods of administration
(othor than those relating to selection, tenure of
office, and compensation of personnel) as are found
by the Board to be reasonably ecalculated to
ingure full paymont of unemployment compen-
sation whon due.” In anothor section, the Board
is required, in making such grants, to determine
the amount “necessary for proper administration”
of the State law.

The Board belioves that proper administration
must necessarily include adequate provision for
the sclection, tenuro of office, and compensation
of personnel. Thorofore it may be argued that a
conflict oxists in the present Federal provisiona,
The Board belioves this should be resolved by
repenling tho parenthetical language quoted above,

In the opinion of the Board it is sound policy
for the State unomployment compensation agen-
cies to have ontire authority and responsibility
for tho sclection, tenure of office, and compen-
sation of individual employees. But this author-
ity and responsibility should be exorcisad in ac-



cordance with a systematic merit system for the
establishment and maintenance of desirable por-
sonnel standards. The Board thorefore recom-
mends that for the parenthetical languago already
quoted, there be substituted langusge requiring
that methods of State administration shall include
procedures for tho establishmont and maintenance
of personnel standards on a merit basis.

Such merit systoms should include, as does the
Fodoral civil-servico law, prohibition against
political solicitation and politieal activity, since
the salnries of State unemployment compensation
pereonnel are paid entiroly out of IFederal funds.

Thirty-nine State unemployment componsation
agoncios nlrendy operato under a gonoral State
civil-service law or in nccordance with a morit
system cstablished for or by the agency itsclf.
The offcct of this suggested amendment would
simply be to make poersonnol pructices alrcady put
into operntion by a lurge majority of States moro
general,

Tho Board believes that requiring tho Stato
agoncics to ostablish a merit system would placo
Federal-State relations on & moro stable and auto-
matic basis. In actual experience tho result of
establishing an adcquato State personnel systom
has been to eliminate the nceessity for dotailed
Foderal scrutiny of operation, and the possibility
of misunderstanding and conflict in Federal-State
relations. The suggested requirement thus con-
stitutes not an encroachmont of Federal authority
in State operations, but rather a protection to tho
States agninst undue interferonce with their
administrative functioning,

The establishment of a merit system also pro-
tects taxpayers and benoficiarics within the State,
inasmuch as it materially reduces the hazard that
administration will become so unsatisfactory that
the State law can no longer be certificd by the
Board as mecting tho administrativo standards
of the Federal act. Such inability to certify
moans that employers in a Stato would be re-
quired to pay to the Federal Government 100
percont instead of 10 percent of the Federal tax,
in addition to paying their full tax under the
State unomployment compensation law. Up to
the present the Board has not found it necessury
to withhold certification in tlio case of unem-
ployment compensation, although it lLas beon
necessary to take such action regarding public-
asgistance grants. Effective safeguards should
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be sot up, in order to oliminnte the possibility
that the dorelictions of their publie servants may
bring such a ponalty upon innocont citizons of g
State.

Unification of Unemployment Compensation
and Employment Service

In order to promote effective administration,
tho Board recommends that the administration of
uncmployment compensation and of the United
States Iimployment Scrvico be unified in n single
Federal bureau, in such a way that tho special-
ized functions of each are not only protected but
strengthened. In all other countries having
unemployment compensation systoms, a single
governmental agency administers both the place- §
ment function and the insuranco function. This
has been found neccessary because of the close §
relationship essential to the proper ecarrying out §
of these two functions. In this country cach is!
under a separate Federal agency, although in all |
the States but ono a single State ageney admin- §
isters the unemployinent compensation law and
operates the State employment serviee.

Tho Social Sccurity Act provides that unem.
ployment compensation may bo paid through
publie employment oflices or such other agencics
as tho Social Sceurity DBoard may approve.
Tho Board has fully recognized the desirability
of paying claims through public employment
offices, in order to aid the unemployed worker in|-
finding new cmployment, and to reduce the}
amount of unemployment compensation cInimsE

to a minimum. It has, therefore, not approved}
of payment of unemployment compensation clnims |
through any agencies other than employment f
offices.

Recognizing the necessity for an efficient
employment service ns a part of the proporf
administration of a State unemployment com- |
pensation law, the Board has made grants tof
the States for the administration of their employ-
ment services. Tho Board has renlized that it
would be uneconomical, undesirable, and im-
pracilicable to have two employment services—
onc for workers covered under the unemploy-
ment compensation laws and one for workor
not so covered. Therefore, it has encouraged
the States to afiilinte with the United States
Imployment Service and to mnteh the Federal
funds available in connection with that service.
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All the States have takon this aoction. 'The
Federal funds available to thern from this source
have becn substantially augmented by grants
from the Socinl Security Board. Of the total
funds now being expended for the operation of
tho oxpanded Federal-State employment service,
approximatoly 80 percent is provided by grenta
from the Board, 10 percont by grants from the
United States Iémployment Service, and 10
percent by the States themselves.

From tho outset the Board has recognized the
nocessity for coordinating and intograting its
uncmployment compensaiion functions with those
of the United States Employment Service, in
ordor to avoid the dilemma in which the State
agencics would be placed if obliged to deal with
two I'ederal agencies having conflicting standards
and policies, The Board, therefore, negotinted
sn agreement with the Seeretary of Lubor whereby
the United States Employment Service and the
Board’s Bureau of Unemployment Compensation
would act as if they were u singlo agency. ‘This
joint agreement has promoled a considerable
degreo of coordination and integretion. But
complete integration is necessary in the intcrests
of economy, ofliciency, and good will. The day-
to-day activities of the local employment offices,
through  which unemployment compensation
¢elaims aro paid, are closely interrelated and vary
in such a way botween unemployment compensa-
tion and placement work that it is necessary for a
considerable portion of tho employees to be avail-
ablo for transfer from one function to another as
ocension requires.  Only unified supervision and
dircetion can properly protect and integrate the
various functions that must bo performed if
unemployed workers and employers are to be
sorved adequately,

Other Administrative Changes

The Board recommends a number of other
changes designed to improve the administration
of the present program:

1. Increasing the nuthorization for the annual
appropriation of Federal funds to assist the Stntes
in the administration of their unemployment
compensation laws. The present maximum of
$40,000,000 is clearly insuflicient to cover tho
necessary cost of proper administration. The
Board recommends that the maximum be raised
to §$80,000,000. The history of this legislation
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indicates that Congress intended that the 10-
percent not proceeds of the Federal tax should
cover the ontire cost of administration. An
nuthorization of this increased amount would atill
bo covered by the probable proceeds of this tax.

2. Supplemeoentary provisions euthorizing the
Socinl Sccurity Board to enforce requirements
that cxpenditure by State officials of Federal
funds be in accordance with the purposes authos-
ized by the act.

3. Changing the base of the pay-roll tax from
‘“‘wages payable” to ““wages paid,” thus making
it the same as that for old-age insurance taxes.

4. Permitting the employers to offset against
their Federal tax, up to the 90-percent maximum,
all contributions made under State unemploy-
ment compensation laws, regardless of whether
or not the latter nre made with respect to employ-
ment us defined under the Federal law,

5. Exclusion of nominal wages pnid to om-
ployces of nonprofit organizations, as already
recomnmended under old-age insurance.

6. Exclusion from the definition of wagos of nll
payments made by an employer to or in behalf of
an cmployee under any benelit plan or system, us
deseribed in the identical recommendation made
with regard Lo old-nge insurance.

7. Iixtonding the time within which eredit may
be cluimed under the 1%ederal taxing provisions in
cuges where the employor has paid his State tax on
time, but Lins paid it Lo the wrong State.

8. Authorizing the States to make their unem-
ployment compensation laws applicable to persona
employed upon land held by the Federal Govern-
ment, such as employees of hotels in nationanl
parks. Congress has already onacted a statuto
giving tho States authority to apply their work-
men’s compensetion lawa to such employeos.

9. Clarification of the language excluding State
instrumentalities to indicato that the exemption
applies to any instrumoentality wholly owned by
the State or political subdivision, as well a8 to
thoso which would be exempt under the Con-
stitution.

10. Clarifieation of the law ns regards services of
an employee performing both excluded and in-
cluded employment. “The same recommendation
is made in connection with old-age insurance.

11. Clarifieation of the provisions relating to
so-called “nerit rating” or “experiencoe rating”
under State unemnployment eompensation laws.
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Public Assistance

The Socinl Security Act offors tho States Foderal
eid in providing public assistance for three groups
of the needy—the aged, the blind, and dependent
children. The Nation-wide development of these
programs since the passage of the act leaves no
question as to tho eoffectiveness of this IFederal
legislation in promoting more systematic, equi-
table, and humane assistance to these ncedy men,
women, and children.

As a result of the Fedoral grants-in-pid which
the act makes available, all the Stntes and Terri-
tories and tho District of Columbin have joined in
the Iederal-State old-age assistance program.
Forty States, the District of Columbia, and
Flawaii aro taking part in the program for aid to
dependent children, and the aame number in aid
to thoe needy blind. Dy the close of 1938 some
1,771,000 old people, 636,000 children, and 42,000
blind were thus being aided from combincd
TFedoral and State funds. The total amount of
Federal and State aid given during the current
fiscal year will approximate half a billion dollars,

The Board recommends no fundamental change
in Federal-Stato relations as regards public nssist-
ance. It bolieves, however, that cortain sub-
stantive and procedural changes can be made
which will greatly strengthen and improve the
protection now afforded.

Old-Age Assistance and Aid to the Blind

At the present time, in addition to reimbursing
the States for 50 percent of their assistance pay-
meonts to the needy aged and needy blind (subject
to & maximum of $30 a month for cach person
nided), the Federal Government makes an addi-
tional grant of & poreent which the State may
apply to administration. This flat 5 percent does
not represent an adequate Federal contribution
for proper administration; and the Doard, there-
foro, recommends that the law be amended so that
Federal grants may reimburse the States for 60
percent of the necossary eost of proper adminis-
tration.

Aid to Dependent Children

The Board strongly recommends that grants-
in-aid to the States for sid te dependent children
be placed on the 50-percent matching basis already
in effect for the other two programs. At the
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present time the IFederal Government contributes
only one-third of the payments made by the States
to dependent children. As a rosult, fower State
aro participating in this program, and in many of |
the Statos that are participating, the level of |
nssistance for depondent children is lower thap
that for the aged and the blind. The number of
old people now being aided through Foderal grants
is threo times as large as the number of dependont
children. DBut the actunl number of dependent
children in need of assistanco and oligible under
Fodoeral and State standards is probably fully as
large as the number of needy aged now receiving
assistance.

At present the maximum amounts which may
be taken into consideration in making Federal
grants are $18 a month for the first child and $12
for ench additionat child in the family. The
Board recommends that these maximum limitg.
tions be raiscd to the same maximum as thaif
provided in the case of ncedy aged and needy |
blind.

In addition to these changes in the basis of
Federal matching, the Board recormmmeonds that the |
ago limit for depoendent children should be raised
in the Federal law from 16 to 18 whon the child is §
regularly attending school. This would recognize
tho present desirable tendency for children to
finish high sachool belore sceking pormanent}
smployment,

For aid to dependent children thoe Federal law
already provides that the cost of administration }
shall be reimbursed by the Federal Government in §
the snme proportion as the cost of nssistance,
This should be retained in placing Federal grants §
for this program on an equal matching basia,

Public Assistance for Indians

A number of States have a considerable Indian
population, somne of whom are still wards of the |
Federal Government. The Board believes that, |
with regard to certain Indians for whorn the
Federnl Government is assuming responsibility
in other respects, and who are in need of old-age |
nssistance, aid to the blind, or aid to dependent §
children, the Federal Government should pay |
the entire cost. If this provision is made, the
Board should be authorized to negotinte coopors-
tive agreements with tho proper State agoncies so
that aid to these Indians may be given in the same
manner as to other persons in the State, the only
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differenco being in the amount of the Iederal con-
tribution. The DBoard bolieves that it should
also bo given authority to grant funds to the
Offico of Indian Affairs for this purpose, if that
apponrs more desirablo in cortain circumstances.

Variable Granta

Federal grants-in-nid under the threo public-
pagistanco provisions of the Social Security Act
will total approximatoly a quarter of a billion
dollars during tho current fiscal yoar, These
gronta are nade to all States on the same per-
centage basis, regardless of the varying capacity
smong the States to bear their portion of this cost.
The result has beon wide difference between tho
States, both in number of porsons aided and
avorage payments to individuals. Thus, in the
case of old-nge nssistance the number of porsons
boing nided varics from 54 percent of the popula-
tion over 05 years of age in the State with the
highest proportion to 7 percent in that with the
lowest proportion. Similarly State averages for
payments to necedy old people range from about
$32 per month to $6. While these variations may
be explnined in part on other grounds, there is no
question that they are due in very largo mensure to
the varying cconomic capacities of the States.

The Board believes that it is essentinl to chango
the present system of uniforin percoentagoe grants
to n system whereby the percontage of the total
cost in ench Stato mot through a Federal grant
would wvary in accordance with the relative
oconomic capacity of the State. There should,
however, be o mintmum and maximumn limitation
to the percentage of the total cost in o State which
will be met through Federal grants. The present
gystern of uniformn percentago grants rosults at
best in an unnecessarily large amount of money
flowing in and out of the Federal Treasury, and at
worat in increasing the inequalities which now
oxist in the relative cconomic capacities of the
Statos,

The Board belioves that, with such Jarge sums
involved, it would bo desirable to establish an
interdepartmental agoncy representing the various
governmental departments which colleet and
annlyze cconomic data having a bearing on tho
relative oconotnic capacity of the various States,
Such an agency could be given tho responsibility
of determining the relative cconomic capacity of
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the various States, upon the basis of which the
varying percontages of Federal grants would be
computed,

State Personnel

With regard to roquiring States to establish
merit systoms for tho solection and maintenance
of personnel, the Board makes the same recom-
mondations for public nssistance ns for unemploy-
mont componsation. These—and the reasons
therefor—have already boen set forth. It should
be noted that in 19 States public-nssistance
agoncics nlrondy operate under a systematic merit
aystom and that in varying dogrees all the States
have set up objoctive standards of some sort for
tho seloction of public-nssistance personnel. In
public assistance, as in unemployment compensa-
tion, this provision would strengthen State admin-
istration, safoguard taxpayers and boneficiaries,
and place Federal-State relations on a more stable
and automatic basis.

Disclosure of Conjidential Information

The Bonrd recommeonds that State public-assist-
ance plans be required, ns one of the conditions
for tho receipt of Federal grants, to include reason-
ablo regulations governing tho custody and use of
its rocords, designed to protect their confidential
character. The Board belioves that such o pro-
vision is necessary for ofliciont administration,
and that it is also essontial in order to protect
boneficiarics against humiliation and exploita-
tion such as resulted in some States wheroe the
public has had unrestricted access to official roc-
ords. Efficient administration depends to a groat
extent upon enlisting the full cooperation of both
applicants nand other persons who are interviewed
in relation to tho establishment of oligibility; this
cooperation can only be assured wheroe there is
complete confidence that the information obtained
will not be used in any way to emnbarrass the indi-
vidual or jeopardize his interests. Similar cons
siderntions are involved in safoguarding the names
and addresses of rccipients and the amount of
assistance they receive. IExperionce hins proved
thnt publication of this information does not serve
tho avowed purpose of deterring ineligiblo porsons
from applying for assistance, ‘Tho public intorest
is amply safoguarded if this information is avail-
able to official bodiea.
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Administrative Changes

The Board recommends a number of minor
technical changes to clarify and simplify existing
Feoderal publie-assistanco provisions: Of theso the
most important is provision for a differont mothod
of settlement with tho States for amounts recov-
ered from the estates of deccased recipionts of
old-age assistance. At present tho States are
not required to make collections against tho ostates
of decensed recipients; nor does the Board proposo
that any such requirement bo sot up. However,
o number of States do mnke such collections in
accordance with thoir own plans. The present
method of settlomont between the States and tho
Fedceral Governmont in such cases ereates necdless
administrative difficulties which can readily be
eliminated by permitting tho I'ederal Government
to offset its pro rata share of tho nmounts recovered
against the next payment made by it to tho State.

Health

The Chairman of the Socinl Security Board is a
member of the Intordepartmental Committce to
Coordinate Health and Welfare Activities which
has presented to the President a long-range Na-
tional Health Program. The Board is of the
opinion that the enactment of the National Ilealth
Program would not only result in meeting moro
adequately the needs of those now receiving aid
under the Social Security Act, but would also have
a material effeet in reducing the futire cost of
public assistance under tho nct.

Recommendation V of the National Health
Program calls for insurance against loss of wages
during disability not arising out of employment.
The Board believes that adoption of this recom-
mondation would go far toward completing the
protection now afforded workers against loss of
wages. The prosent State workimen’s compensa-
tion laws offer protection against loss of wages
resulting from injury arising out of employment.
The State unemployment compensation laws fur-
nish somo protection agninat wago loss duo to
unemployment. Thoe Federal old-age insurance
systemn will provide protection against permanent
loss of wages duo to old age. But, though some
workers have some protection through voluntary
insurance, no comprehensivoe protection yet exists
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against unemployment due to disability not con-
nected with employmont.

As alroady indicated in tho discussion of old-age
insurance, the Board belioves that if protection
agninst wage loss due to permanent total disability
is provided, it should be linked with that program
sinco permanent disability is most likely to occur
among older workers, and the permanently dis.
abled worker leaves tho Inbor market in much the
samo sonse as does the aged person. Another
reason for linking permanent total disability with
old-agoe insurance is that the latter is on a Federa)
bnsis. The load would thus be more evenly dis.
tributed among tho States than would bo possible
if permanent total disability were administered on
o State-by-Stoate basis, sinco somoe States have
higher proportions of tho older persons among
whom disability more frequently occurs.

As regards temporary disability compensation,
the Board believes that this can be placed on a
Stato basis following the precedent of unemploy-
mont compensation. The DBoard recomniends
that if such a program is inaugurated, it incor
porale taxing and grants-in-aid provisiona like
those in operation for unemployment compensa-
tion—thut is, provision for a uniform, Ifederal
pay-roll tax against which employers would be
perinitted to offset a substantial perceniogo of
their contributions under State luws for this pur-
pose. If Congress should not wish to lovy an
additional pay-roll tax at this time, this oflset
might be allowed agninst the present tax lovied |
upon tho employer under the old-nge insurnnce |
system. DBut it should be realized that this}
would mnaterially reduce the proceeds available §
for futuro old-ngo insurance benefits. The Board §
cstimates that o system of temporary disability
compensation would involve n cost of approxi- |
mately ! percent of wages. 1f a State levied o |
tax of 1 percent payable equally by cmployers |
and employees, nllowance to employers of an
offset up to 90 percent of a Federal tax of one-half
of 1 pereent would be suflicient to enuable the |
States Lo provide temporary disability compen-
sntion, without the risk of unfair competition on
the part of employers in other States that fail to
pass such legislntion. In order to afford the
States ample opportunity to cnacl the necessary
legislution, the Doard recommends that any
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Federal action in this field should not be made
effective prior to January 1, 1941,

General

The Board recommends the following amend-
ments of n general charncter. These arc to a
largo oxtent solf-oxplanatory:

1. An nmondment to prohibit the disclosure of
information obtained by the Board or its em-
ployees oxcopt under cortain restricted conditions
related to propor administration. The provisions

Rulletin, January 1939

which the Board recommends are similar to those
elready applicable to the Voterans' Administra-
tion.

2. An amondmont to confor upon the Social
Sccurity Board thoe power to issua subponas, ad-
minister onths, and oxamine witnossos nnd the like
in connection with its administration of the Sociel
Security Act. This recommeondation is in line
with the nuthority conferred on numerous other
administrative agencies, such as tho Veterans'
Administration, the Faderal Trade Commission,
and the Securities and Exchange Commission.
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