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74tH CONGRESS } HOUSE OF REPRESENTATIVES { ReporT
1st Session No. 615

THE SOCIAL SECURITY BILL

ApriL 5, 1935.—Committed to the Committee of the Whole House on the state
of the Union and ordered to be printed

Mr. Doucaron, from the Committee on Ways and Means, submitted
the following

REPORT

[To accompany H. R. 7260]

The Committee on Ways and Means, to whom was referred the bill
(H. R. 7260) to provide for the general welfare by establishing a system
of Federal old-age benefits, and by enabling the several States to
make more adequate provision for aged persons, dependent and
crippled children, maternal and child welfare, public health, and the
administration of their unemployment compensation laws, to establish
a Social Security Board, to raise revenue, and for other purposes,
having had the same under consideration, report it back to the
House without amendment and recommend that the bill do pass.

PART I. GENERAL STATEMENT

CONTENTS OF BILL

This bill provides for various grants-in-aid to the States; establishes
a Federal old-age benefit system and a Social Security Board; and
imposes certain taxes, hereinafter described.

Title I: Grants-in-aid are to be made to the States for old-age
pensions to )})ersons who have reached the age of 65. In making these
grants the Federal Government will match what the States put up,
within certain limits.

Title II: A system of Federal old-age benefits, payable to people
who have reached the age of 65, will begin in 1942. These benefits are
to be measured by wages, and are payable wholly regardless of the
need of the recipient.

Title ITI: Grants-in-aid are made to the States, to pay the adminis-
trative costs of State unemployment compensation systems. The

H. Rept. 615, T4-1——1
w4-9-386.



2 THE SOCIAL SECURITY BILL

amounts authorized should be sufficient to meet these costs, and no
matching is required.

Title IV: Grants-in-aid are to be made to the States to assist them
in giving aid to dependent children. In making these grants, the
Federal Government will, within certain limits, put up one-third of
the total amount paid in the State for aid to dependent children.

Title V: Grants-in-aid are made to the States for aid in their serv-
ices relating to maternal and child welfare, the care of crippled chil-
dren, and vocational rehabilitation. Most of these grants are to be
made on an equal matching basis.

Title VI: Grants-in-aid are to be made to the States for develop-
ing their public-health services, and authorization is made for the
Public Health Service to carry on its investigatory work.

Title VII: A Social Security Board, which is to be an independent
agency in the executive branch of the Government, is established.
Tghe board is to have three members, holding office for 6-year terms.

Title VIII: An income tax, measured by a certain percentage of
wages (beginning with 1 percent in 1937 and increasing to 3 percent
by 1949), 1s levied on most wage earners, with certain large groups,
such as domestic servants and agricultural laborers, exempted. An
excise tax, measured at the same rates on wages paid, is levied on
employers, with similar exemptions. These taxes first take effect on
January 1, 1937.

Title IX: An excise tax is levied on employers of 10 or more persons
(with certain exemptions), measured by 1 percent of wages payable
for 1936 and increasing to 3 percent by 1938. This tax goes into
effect on January 1, 1936, and is first payable a year later. Credits
against the tax are allowed for contributions which the taxpafver may
have made to State unemployment funds under State unemployment
compensation laws. _

Title X: This title contains general definitions and miscellaneous
provisions applying to the whole act.

HISTORY OF LEGISLATION

Legislation on the subject of social security was promised the coun-
try in a Presidential message of June 8, 1934, in which he said:

Our task of reconstruction does not require the creation of new and strange
values. It is rather the finding of the way once more to known, but to some
degree forgotten, ideals and values. If the means and details are in some instances
new, the objectives are as permanent as human nature.

Among our objectives I place the security of the men, women, and children of
the Nation first.

This security for the individual and for the family concerns itself primarily with
three factors. People want decent homes to live in; they want to locate them
where they can engage in productive work; and they want some safeguard against
misfortunes which cannot be wholly eliminated in this man-made world of ours.

Subsequently, the President (by Executive order) created the Com-
mittee on Economic Security, composed of the Secretary of Labor
(chairman), the Secretary of the Treasury, the Attorney General, the
Secretary of Agriculture, and the Federal Emergency Relief Admin-
istrator, instructing the committee to study the entire problem and
to make recommendations which might serve as the basis for consid-
eration of legislation by the present Congress.

The Committee on Economic Security devoted 6 months to this
study in which it was assisted by a staff of specialists and by 14
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advisory groups, representative of every interest concerned with the
problems of economic security, including capital, labor, and the gen-
eral public. For personnel of advisory committees, see the appendix
of this report. The committee made a unanimous report to the
President in January of this year, which the President transmitted
to both Houses of the Congress, with his endorsement of the
legislation recommended therein, in a special message on January 17,
1935, the concluding paragraphs of which were as follows:

The establishment of sound means toward a greater future economic security
of the American people is dictated by a prudent consideration of the hazards
involved in our national life. No one can guarantee this countr%vagainst the
dangers of future depressions but we can reduce these dangers. e can elim-
inate many of the factors that cause economic depressions, and we can provide
the means of mitigating their results. This plan for economic security is at once
a measure of prevention and a method of alleviation. .

We pay now for the dreadful consequence of economic insecurity—and dearly.
This plan presents a more equitable and infinitely less expensive means of meeting
these costs. We cannot afford to neglect the plain duty before us. I strongly
recommend action to attain the objectives sought in this report.

These recommendations were incorporated in H. R. 4120 on which
this committee held extended hearings from January 21 to February
12, at which more than 1,000 pages of testimony were taken. Since
the conclusion of the hearings the measure has received the constant
attention of the committee until the present moment, and numerous
changes in the content and form were agreed upon. These changes
involved a complete revision resulting in the drafting and introduc-
tion of H. R. 7260, herewith recommended for passage.

PURPOSE AND SCOPE

The need for legislation on the subject of social security is apparent
at this time. On every hand the lack of such security is evidenced by
human suffering, weakened morale, and increased public expenditures.

This situation necessitates two complement courses of action:
We must relieve the existing distress and should devise measures to
reduce destitution and dependency in the future.

Thus far in the depression, we have merely attempted to relieve
existing distress, but t%e time has come for a more comprehensive and
constructive attack on insecurity. The foundations of such a pro-
gram are laid in the present bill.

Work for the employables on relief is contemplated in the work-
relief bill; a second vital part of the program for security is presented
in this bill. The bill is designed to aid the States in taking care of
the dependent members of their population, and to make a beginning
in the development of measures which will reduce dependency in the
future. It deals with four major subjects: Old-age security, unem-

loyment compensation, security for children, and public health.

hese subjects are all closely related, all being concerned with major
causes of dependency. Together they constitute an important step
in a well-rounded, unified, long-range program for social security.

OLD-AGE SECURITY
There are now apﬁroximat;el;7 7,500(1000 men and women over 65

years of age in the United States, and for decades the number and
percentage of old people in the population have been increasing. This
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tendency is almost certain to continue throughout the centur{.
Statisticians estimate that by 1970 there will be 15,000,000 people
over 65 years of age and by the end of the century, about 19,000,000.
In contrast with less than 6 percent of the entire population now over
65, more than 10 percent will fall in this age group in 1970, and above
12 percent by the end of the century. These, moreover, are minimum
estimates, which may be greatly exceeded if cures are discovered for
the major causes of death among old people.

Tasre 1.—Actual and estimated number of persons aged 65 and over compared to
total population, 1860 to 2000

Number | Percent
Total popu- | “2oaq'65 | aged 65 Year Total popu- | “Joay'ss | aged 85

Year
lation and over | and over Intion and over | and over

31, 443, 000 849, 000 27 132,000,000 | 8, 311, 000 6.3

38,558,000 1 1,154,000 3.0 141, 000,000 | 10, 863, 000 7.7

60, 156,000 | 1,723,000 8.4 1486, 000, 000 | 13, 590, 000 0.3

62,622,000 | 2, 424,000 3.9 149, 000, 000 | 16, 066, 000 10.1

76,995,000 | 8, 089, 000 41 160, 000, 000 | 17, 001, 000 1.3

91,972,000 | 3, 958, 000 4.3 151, 000, 000 | 19, 102, 000 12.6
105,711,000 | 4,940, 000 4.7 151, 000, 000 | 19, 338, 000 12.7
122,775,000 | 6, 634,000 5.4

Source: Data for years 1860 to 1930 from the United States censuses.

Approximately 1,000,000 men and women over 65 years of age are
dependent upon the public for support, the great majority of them
on relief. This number is certain to increase in the future due to
(1) the rapid increase of persons over 65 years of age, (2) the fact
that many of the older workers now unemployed will never be steadily
employed again, (3) the disappearance during the depression of the
lifetime savings of many families approaching old age, and (4) the
lessened ability of children to support their parents. The social

roblem of old age dependency, great as it is today, is certain to
Eecome more acute in the future unless adequate measures are taken
now.

Experience, both in this country and in other lands, has demon-
strated that the best way to provide for old people who are dependent
upon the public for support is through old-age-assistance grants,
more commonly called ‘“old-age pensions.” Twenty-nine States and
the Territories of Alaska and Hawaii have old-age pension laws.
Approximately 200,000 old people are now in receipt of old-age assist-
ance under these laws, and while the grants are often inadequate, the
lot of the pensioners is distinctly less hard than that of old people
on relief. But due in part to restrictive provisions in the State laws,
and still more to the financial embarrassment of many State and local
governments, the old-age pension laws are limited in their application
and do not provide adequately for all old people who are dependent
upon the puIt))lic for support.

To encourage States to adopt old-age pension laws and to help them
carry the burden of providing support for their aged dependents, this
bill profposes that the Federal government shall match the expendi-
tures of the State and local governments for old-age pensions, except
that the Federal share is not to exceed $15 per month per individual.
A few standards are prescribed which the States must meet to entitle
them to Federal aid, but these impose only reasonable conditions and
leave the States free of arbitrary interference from Washington,
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TaBLe I1.—Operation of old-age pension laws of the United States, 1934

Percent-
ber | Numb agglol
Num umber | pension- | , o000 Yearly
Btate Type of law | of pen- | of eligible | ers to Tag
sloners | sge, 1030 | number | PeDsion cost
of eligi-
ble age
AlRSKa. e iceeameann- Mandatory._| 446 3,437 L1 $20.82 $95, 7T0¢
U I do_._.__ 1,074 9,118 21.6 9.01 200, 92
California__ ISR [ . 19, 210, 379 9.2 21. 18 3, 602, 000
Colorado... [ T 8,705 61, 787 14.1 8. 59 172, 481
L) N4 (- PR S do_..... 1,610 16, 678 9.7 9.79 188, 740
Hawaii_..__ 1(»)4Pﬁom‘"“ Q) Q] ® 0] 0]
Idaho___ andatory. 1,276 22,310 5.7 8.85 114, 521
Indi 23, 418 138,426 16.9 6.13 1, 254, 169
Iowa_._.__. 3, 184, 239 1.6 13. 50 475, 500
F 8. 8. 8. 8. 8
Maine..__.__ andatory. 3 3) U ¢ [
Maryland. ... Optional ____ 141 92,972 .2 20.90 60, 217
Massachusetts andatory.| 20,023 156, 590 12,8 24.35 5,411,723
Michigan__ . . |eooa do_ .. 2, 660 148, 853 1.8 9, 59 306,
2.8 13.20 420, 638
G| gE| e
.5 15. 00 3,320
[N} 19.06 , 723
9.4 12,72 1,375, 683
13.7 22.16 | 13,592,080
0] Q] Q]
. 5.8 1‘3. 99 3, 0°00, 000
U U
¢
;: ; 8.56 l95. 509
1
ol 8 1 8
1.8 16.75 805,707
7.4 10.79 83,231
16.48 | 31,192,402

{ No information available or not computed.

? Not in operation.

3 Not yet In effect.

¢« Not much being done due to lack of funds.

# No pensions being paid now.

8 Administered by counties; no information avaflable for State.
1 Law just being put into effect.

Source: Data collectad by the Committee on Economic Security.

The provisions for Federal aid, included in title I, are designed for
the support of people now old and dependent. They do not, however,
furnish a completely satisfactory solution of the problem of old-age
support, considered from a long-time point of view. If no other
provisions are made, the cost of gratuitous old-age pensions is bound
to increase very rapidly, due to the growing number of the aged and
the probable increasing rate of dependency. Unless a Federal benefit
system is provided, the cost of old-age pensions under title I, shared
equally by the Federal Government and the States, would i)y 1960
amount annually to more than $2,000,000,000 and by 1980 to nearly
$2,600,000,000, on the basis of an average monthly pension of $25.

To keep the cost of Federal-aided State pensions under title I from
becoming extremely burdensome in future years, and to assure sup-
port for the aged as a right rather than as public charity, and 1n
amounts which will insure not merely subsistence but some of the
comforts of life, title IT of the bill establishes a system of old-age
benefits, paid out of the Federal Treasury, and administered directly
by the Federal Government. The benefits provided for workers who
have been employed during substantially all their working life, will

be considerably larger than any Federal-aided State pen-
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gions could be. The benefits to be paid are related to the wages
earned, but there are adjustments favoring the lower paid employees
and those approaching oid age. The minimum monthly benefit pay-
able is $10, and the maximum is $85. An employee whose total
wages, as defined in the act, prior to the age of 65 amount to less than
$2,000 will not qualify for benefits, but he will receive 3% percent of
his wages in a lump sum at the age of 65. He may be eligible also
for a Federal-aided State pension under title I.

TasLe IIT.—Illustrative monthly Federal old-age benefits under title IT

Years of employment
Average monthly salary
5 10 15 20 25 30 35 40 45
$15.00 | $16.25 | $17.50 | $18.75 | $20.00 | $21.25 | $22.50 | $23.78
1750 | 20.00| 22.50 | 25.00| 27.50| 80.00| 3250 36. 00
20.00)] 23.75| 27.50| 31.25| .38500] 38.75| 4250 46. 25
2250 | 27.50| 3250 { 37.50 | 42.50| 47.50| 51.25 83.78
2500 | 31.25| 37.50 | 43.75( 50.00) 53.13| 56.25 59, 38
27.50 | 3500 | 4250 50.00| 53.75| 57.50| 61.25 @5. 00
80.00| 38.75{ 47.50 | 83.13| 57.50| 61.88) 68.25 70. 63
8250 | 42.50| 51.25( 56.25| 61.25) 66.25{ 71.25 76.23
35.00| 46.25| 53.75| 69.38| 6500 70.63| 76.25 81.88
87.50 | 50.00| 56.25| 62.50| 68.75| 75.00| 81.25 85.00

$ Lump sum payment of $52.50.

The establishment of the Federal old-afe benefit system will
materially reduce the cost of Federal-aided State pensions under
title I in future years. It will not entirely replace tlxm)at system, be-
cause not all persons will be under the Federal old-age benefit plan.
It will operate, however, toreduce the total cost of old-age pensions
under title I to the Federal and State Governments in the future by
more than $1,000,000,000 annually.

Tasre IV.—Estimated appropriations, benefit payments, and reserves under title I
[In millions of dollars]

Amount
Appropria: [ Interest on| Benefit | carried for-
Fiscal year ending June 30— tion reserve | payments | ward to Reserve
reserve
1937 ... - 255. 8 0.0 1.8 .6 253.6
1938. ... - - 513.5 7.8 7.2 514.0 767.6
1039 518.5 2.0 14.4 526.9 1,204.5
1040_ 662. 2 38.8 22.0 679.1 1,073.68
141 ... - 807, 2 58.2 20.7 836.7 2,810.3
1042 . .- —— 814.8 84.4 60.4 838.7 8,649.0
1043 —— 970.0 1090.5 114.2 965.3 4,614.3
1044 s cdcccemcc——e 1,126.6 138.8 173.1 1,001.9 5,708.2
146, e e 1,137.0 171.2 231. 4 1,076.4 6,782.6
1946 - 1,201.0 203.5 302.0 1,192.9 7,975.6
147 1,447, 1 239.8 381.2 1,305. 2 9,280.7
1048 1,460.1 278.6 457.5 1,281.1 10, 561. 8
1049 - - 1,621.0 316.8 535.8 1,402.1 11,963.8
1950 1,783.3 358.9 612.6 1,529.6 13,493.5
1056.. 1,861.3 579.3 1,076.0 1,364.5 20,672.6
1060. 1,839.1 7685.6 1,672.7 1,082.0 26, 551.8
1085_. 2,016.9 896.0 2,235.1 877.8 30, 543.8
1970.. 2,004.8 975.2 2,792.1 277.9 32,7829

It is important to note that by the investment of the large reserve
on hand in the old-age reserve account, the Treasury will %e able to
withdraw from the market outstanding Federal bonds and hold them
in the account. Their withdrawal will prevent the loss in income-
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tax receipts, which is now annually incurred due to the presence of
these tax-exempt bonds in the hands of private owners.

UNEMPLOYMENT COMPENSATION

Unemployment is an even more prevalent cause of dependency than
old age; In fact, it is the most serious of all hazards confronting indus-
trial workers. During the years 1922 to 1929 an average of 8 percent
of the industrial workers in this country were unemployed, ang in the
four depression years, 1930 to 1933, the unemployment rate was above
25 percent. Of all urban families now on relief, more than four-fifths
are destitute because of unemployment.

Unemployment is due to many causes and there is no one safeguard
that is all-sufficient. It can be dealt with in a reasonably adequate
fashion only through a twofold approach, similar to that recommended
for dealing with the old-age problem. Provisions must be made for the
relief of those now unemployed, and there should also be devised a
method for dealing with the unemployment problem in a less costly

. and more intelligent way in future years. It should be clearly under-

stood that State unemployment compensation plans made possible
by this bill cannot take care of the present problem of unemploy-
ment. They will be designed rather to afford security against tg
large bulk of unemployment in the future. , .

For those now unemployed the best measure of protection is to
give them employment, as is contemplated in the work-relief bill. To
provide something better than relief on a needs basis for the unem-
ployed of the future, the establishment by the States of unemploy-
ment compensation systems is urgently to be desired. Titles III and
IX seek to encourage States to set up such systems and to keep them
from being handicapped if they do so.

The essential idea In unemployment compensation, more commonly
but less accurately called ‘‘unemployment msurance’’ is the accumu-
lation of reserves in times of employment from which partial com-
pensation may be paid to workers who become unemployed and are
unable to find other work. Unemployment insurance cannot give
complete and unlimited compensation to all who are unemployed.
Any attempt to make it do so confuses unemployment insurance
with relief, which it is designed to replace in large part. It can give
compensation only for a limited period and for a percentage of the
wage loss.

Unemployment compensation, nevertheless, is of real value to the
industrial workers who are brought under its protection. In normal
times it will enable most workers who lose their jobs to tide themselves
over, until they get back to their old work or find other employment,
without having to resort to relief. Even in depressions it will cover
a considerable part of all unemployment and will be all that many
workers will need. Unemployed workmen who cannot find other em-
ployment within reasonable periods will have to be cared for through
work relief or other forms oIP assistance, but unemployment compen-
sation will greatly reduce the necessity for such assistance. Unem-
ployment compensation is greatly preferable to relief because it is
given without any means test. It is in many respects comparable to
workmen’s compensation, except that it is designed to meet a dif-
ferent and greater hazard.
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Unemployment compensation is valuable to the public as well as to
the industrial workers themselves. - It is a measure tending to maintain
urchasing power, upon which business and industry are dependent.
%ad there been a system of unemployment compensation throughout
the country in the years from 1922 on, with a 3-percent contribution
rate, not only would practically all unemployment of the prosperity
period have been compensated, but it is estimated that $2,500,000,000
would have been available for payment of benefits with the beginning
of the depression in 1929. Such an amount paid to unemployed
workmen at that time would unquestionably have had a most whole-
some, stabilizing effect upon business.

Unemployment compensation has behind it an extensive European
experience. No country which has experimented with unemploy-
ment insurance has ever abandoned it. In this country it has been
endorsed by numerous Federal and State commissions and committees,
but prior to this year only one State enacted such a law, and this came
into operation less than a year ago. :

The failure of the States to enact unemployment insurance laws is
due largely to the fact that to do so would handicap their industries
in competition with the industries of other States. The States have
been unwilling to place this extra financial burden upon their indus-
tries. ‘A uni?orm, Nation-wide tax upon industry, thus removing
this principal obstacle in the way of unemployment insurance, is
necessary before the States can go ahead. Such a tax should make
it possible for the States to enact this socially desirable legislation.

his is one of ‘the purposes of title IX of this bill. In this title
a tax is imposed upon employers throughout the country against
which a credit is allowed of up to 90 percent of the tax for contribu-
tions made by employers to unemployment compensation funds
established pursuant to State law. '

That this tax is imposed on employers is indicative of the convic-
tion that employers should bear at least a part of the cost of unem-
ployment compensation, just as they bear the cost of workmen’s
compensation. Each State is, of course, free to assess not only em-
plo%ers but employees; and in this connection it may be noted that
in European countries, and under the law recently passed by the
State of Washington, employees are required to contribute.

The amount of benefits payable for unemployment from contribu-
tions amounting to 3 percent of pay roll would vary from State to
State. The maximum period for which benefits may be paid depends
not only upon the rate of unemployment, but also upon the percent-
age of wages paid as benefits, the length of the required waiting
period, the ratio of weeks of employment to weeks of benefits, and
other provisions. The scale of benefits which States will be able to
pay from a 3-percent rate of contributions on pay rolls will carry the
great majority of unempIO{ed workers through normal years until
they are able to secure employment again. While the Federal tax is
limited to 3 percent (1 percent in 1936 and 2 percent in 1937), some
States will probably increase the benefits payable by requiring also
contributions from the employees or the State government. Under
a reasohable scale of benefits, reserves would accumulate in normal
years to carry the fund through minor depressions or the first years of
a major depression. '

The bill permits the States wide discretion with respect to the
unemployment compensation laws they may wish to enact. The
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standards prescribed in this bill, which are described in part II of this
report, are designed merely to insure that employers will receive
credit against the Federal pay-roll tax only for payments made under
genuine unemployment compensation laws.

Yet the Federal Government, under this bill, has important func-
tions to perform in order to make it possible for the States to have
unemployment ingurance laws and to facilitate their operation. It
equalizes competitive conditions through the imposition of the
employment excise tax provided for in title IX. The bill further
provides that the Social Security Board, which is created in title VII to
administer all parts of the social security program other than aids
coming within the scope of operation of existing bureaus, shall have
the duty of studying and making recommendations with respect to
the broad problems of economic security. This Board will be able
to render important actuarial and scientific services to the States in
connection with their unemployment insurance systems. In title III
financial aid is given the States by the Federal Government to defray
their costs in administering unemployment insurance. Finally, the
Federal Government is to handle all unemployment reserve funds, in a
trust account in the United States Treasury for the benefit of the
States to which they belong.

This last provision will not only afford maximum safety for these
funds but is very essential to insure that they will operate to promote
the stability of business rather than the reverse. Unemployment
reserve funds have the peculiarity that the demands upon them
fluctuate considerably, being heaviest when business slackens. If,
in such times, the securities in which these funds are invested are
thrown upon the market for liquidation, the net effect is likely to be
increased deflation. Such a result is avoided in this bill through the

rovision that all reserve funds are to be held by the United States

reasury, to be invested and liquidated by the Secretary of the
Treasury in a manner calculated to promote business stability.
When business conditions are such that investment in securities
purchased on the open market is unwise, the Secretary of the Treasury
may issue special nonnegotiable obligations exclusively to the unem-
ployment trust fund. When a reverse situation exists and heavy
drains are made upon the fund for payment of unemployment benefits,
the Treasury does not have to dispose of the securities belonging to
the fund in open market but may assume them itself. With such a
method of handling the reserve funds, it is believed that this bili will
solve the problem often raised in discussions of unemployment
compensation, regarding the possibility of transferring purcming
power from boom periods to depression periods. It will in fact
operate to sustain purchasing power at the onset of a depression
without having any counteracting deflationary tendencies.

SECURITY FOR CHILDREN

Titles IV and V of the bill deal with another important aspect
of economic security, that of security for children. Children are, per-
haps, the most tragic victims of the depression. More than 40
percent of all persons on relief—approxzimately 9,000,000 individuals—
are children under 16, in contrast to 28 percent of the entire popula-
tion falling in this age group. In less than a generation these children
will constitute a large part, of the adults who must carry the burdens

H. Reot. 615, 74-1—2
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of our social system and the responsibilities of our Government. As
was well stated by the Committee on Economic Security, ‘‘the core
of any social plan must be the child.” And with so many children
now growing up under the abnormal conditions involved in relief and
the many hardships created through the depression, it is imperative
that everything possible be done to offset the demoralizing and
deteriorating effects of the great disaster that has befallen this
country.
DEPENDENT CHILDREN

One clearly distinguishable group of children, now cared for through
emergency relief, for whom better provision should be made, are those
in families lacking a father’s support. Nearly 10 percent of all fami-
lies on relief are without a potential breadwinner other than a mother
whose time might best be devoted to the care of her young children.
Last fall it was estimated that there were above 350,000 families on
relief the head of which was a widowed, separated, or divorced
mother and whose other members were children under 16. Above
700,000 children under 16 belong to such families, and, with the in-
crease in relief lists since then, this number has probably increased
proportionately.

It has long been recognized in this country that the best provision
that can be made for families of this description is public aid with
respect to dependent children in their own homes. Forty-five States
now have laws providing such aid, but in many of these States the
laws are only partially operative or not at all so. With the financial
exhaustion of Iétat‘,e and local governments a situation has developed
in which there are more than three times as many families eligible for
such aid as are actually in receipt of it, and they are now being
supported by emergency relief.

TaBLE V.—Estimated number of families and children receiving aid wilh respect
to dependent children under State laws and estimaled ea penditures for this purpose

{Based on figures available Nov. 15, 1934)

Estimated present annual expenditures

Number of | Number of
State families ohllGean for aid, local and State
receiving | benefiting
ald from aid Total Local State
Total $37,487,479 | $31,621,957 | $5,865,522
Alabama ! R R I,
Arfrona._._. .o ... 20, 940 20, 940
Arkansas? ___ - . RN R, [
California 2,133,999 224, 252 1,900,747
Colorado. .. .- 562 1,435 149,488 149,688 | ..o
C fcut 1,271 3,276 734,627 489, 762 244, 875
348 855 5 500

Kentucky.
Louisiana

Maine.._.__ 817 2,124 310,000
Moctaana 3 3-% 1 317 2, 1;(7), 50
, , 450,
Michigan 18,039 | 2,448,962
Mi 8,697 9,1 1,138,176

Footnotes at end of table,
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TaBLE V.~ -Estimated number of families and children receiving aid with respec!
to dependent children under State laws and estimated expenditures for this purpose—

Continued
Estimated present annual expenditures
Number of | Number of for aid, local and State
State ram'xlies bchilggg
receiving enefiting
aid from #id Total Local State

Mississi?pi L SRS SUPROIOUPRUU SUSOUIPRUPS) FUUI G .
Missourd_.____. 336 874 $93, 440
Montana...... 83 1,969 213,623
Nebraska._____ . 1,654 4,300 272,036
Nevada....._.... 200 520 44,035
New Hampshire. 260 761 440
New Jersey. ... 7,711 18, 789 2, 445, 564
New Mexico? ..o feeem oo L.
New York..._.. 23,493 56, 524 11,731,176
North Carolina 314 047 58,
North Dakota 978 2,644 238,3

fo__._- 8,023 24,470 2,116, 908
Oklahom 1,896 , 166 123, 314
Oregon.... 1,040 2,259 247, 140
Pennsylvan 7,700 22, 587 3,197, 640
Rhode Island 513 1,666 267, 252
South Carolina 1 ___ . e el
South Dakota. 1,290 3,324 285, 986
Tennessee.. ... 241 627 71,328

) ¢: L I 332 863 43, 987
Utah_..______. 622 1,617 78, 651
Vermont______ 208 4681 46,976
Virginia_. ... 136 545 33, 876
Washington__ . 3,013 7,834 519, 538
West Virginia. 108 281 16, 086
Wisconsin. .. 7,173 17,932 180, 790

FomDg. o o e ] 279 3

1 No State law.

1 Law not in operation.
Source: The U. 8. Children’s Buresau.

TasLe VI.—Eztent to which aid to dependent children is provided: Per capita
ezpenditures and percentages of counties granting aid

Per- Per-
Percentage of coun-| capita Percontage of coun-| capita
State ties granting aid | expendi- Btate ties granting aid expgndl-
tures tures
No mothers’ aid Missouri_. 103 $0.03
W, .46
[ Ty () .20
State-wide_.______ $0. .41
Mothers’ ald dis- |.____.___.. .18
continued. New Jersey.... 0. .61
State-wide._....___] .36 [ New Mexico__...__. Law not in opera- |__._._.._.
W14 tion.
.48 || New York
.39 [ North Carolina.
.30 No{th Dakots..._..
(N
.15 Oklahoma.
Oregon._...._..____.
Pennsylvania.__.
® " Rico._._____
.20 || RhodeIsland..___._
. é‘l) South Carolina.__...|
.04 i SBouth Dakota______
.02 [ T
.004 || Texas..
.3 tah_____
.07 |} Vermont.. _......_
.58 || Virginia
.81 || Washington.
91 .44 || West Virginia_____.
Mothers’ aid dis- ‘Wisconsin
continued. Wyoming.

1 Less than 1 percent.

# Based on number of counties granting aid June 30, 1931.
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For the welfare of the many young children involved, it is highly
desirable that these families should be taken care of through public
aid. This will not be possible, however, unless the Federal Govern-
ment aids the States in carrying this burden. Such aid is proposed
in title IV of this bill, under which the Federal Government will
assume one-third of the cost of aid to dependent children paid under
State laws. This does not involve any larger expenditures than the
Federal government has been making for the support of these families
on relief, but will very materiallfy aid the States in caring for this
group of their unemployables, for whom they must now assume
responsibility.

MATERNAL AND CHILD WELFARE

In title V it is proposed that aid be ii;]'en the States for other serv-
ices very essentiaf to the security of children. The first of these is
aid for maternity and infancy welfare, particularly in rural areas,
and in areas suffering from severe economic distress. The need for
such services has increased with the depression, and the fact that the
maternal mortality rate in this country is much higher than in nearly
all other progressive countries is certainly not to our credit.

In title V, Federal aid is also made available for the development
of local child-care services. These services are concerned with the
300,000 dependent and neglected children, the 200,000 children who
annually come as delinquents before the courts, and the 70,000 illegiti-
mate children born each year. These groups are in many respects
the most unfortunate of all children, as their lives have already been
impaired. To repair these damaged lives as far as possible, and to
keep these children from becoming a permanent burden to society,
child-care services have been established in most urban centers, but
in less populous areas they are exceedingly limited or nonexistent.
As with other welfare services, there has been an actual retrogression
in these child-care services during the depression, although the need
has greatly increased. To stimulate the development of such services
in rural areas, where they are now almost totally nonexistent, a small
appropriation is proposed in this bill, to be allotted to the States for
payment of part of the expense of county and local child-welfare
services.

Federal aid is also given for hospitalization and aftercare of crippled
children. There are between 300,000 and 500,000 physically handi-
capped children in this country, a large percentage of them, the vic-
tims of infantile paralysis. Through surgical and therapeutic treat-
ment the physical condition of many of these children can be very
materially improved, particularly if this cure is provided early enough.
Eighteen States are now using public funds for this purpose and a
number of private agencies are doing most notable work in this field.
In proportion to the great need which exists, however, the provisions
for anpled children are still very limited. To stimulate an expansion
of such work the bill gives Federal aid to the States for this purpose.
Such aid is amply justified by the fact that it should operate to
reduce materially the number of dependents in future years.



THE S0CIAL SECURITY BILL 13

VOCATIONAL REHABILITATION

Closely related to the appropriation for crippled children is the
appropriation, also provided for in title V, for aid to the States for
vocational rehabilitation. 'This concerns adults rather than children,
but has a similar purpose of helping the physically handicapped to
become self-supporting rather than remaining a charge upon the

ublic. The Federal (giovemment has been giving aid to the States
or this purpose since 1926, but under laws of limited duration; more-
over, this aid was very much reduced 2 years ago. In this bill

ermanent authorization is made for Federal aid for vocational rehabil-
1tation, in recognition of the importance of such work in a permanent
program for economic security.

PUBLIC-HEALTH SERVICES

In title VI provision i3 made for greater participation by the Federal
Government in public-health services. It has long been recognized
that the Federal Government, as well as the State and local govern-
ments, has a responsibility for the preservation of the public health.
Considerable amounts have been appropriated for health services in
combating epidemics and in other emergencies and some aid has been

iven regularly during more than a decade for building up State and
ocal public-health services.

But there is still a great need for the expansion of public-health
services—a greatly increased need at this time due to the depression.
Only 528 of the more than 3,000 counties in the United States have
full-time health officers, and even in many of these counties the serv-
ice is inadequate in relation to the population and the existing prob-
lems. In the depression State and local public-health appropriations
have been reduced by approximately ‘20 percent, while the need for
such services has increased. For the first time in many years, the
death rates in urban communities showed a rising tendency, despite
the fact that this was a year free from serious epidemics in all parts of
the country.

Preservation of health is a prime necessity for economic independ-
ence, sickness being one of the major causes of dependency. The
logical point at which to begin coping with this serious economic
hazard is the prevention of sickness insofar as possible. To this end
it is very important that public-health services be extended and
strengthened and under existing conditions this can be done only
through increased Federal participation. The proposed Federal aid
is designed to permit the expansion of the existing work of the Publie
Health Service, and should not be confused with health insurance.
This program of public health service was strongly recommended by
%ersons representing the medical profession including Dr. Walter L.

ierring president American Medical Association, who testified before
the committee.
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APPROPRIATIONS AUTHORIZED

Aside from amounts authorized for administrative expenses
(amounting to a sum in the neighborhood of $3,500,000), appropria-
tions authorized under this act for grants to the States amount to
$91,491,000 for the fiscal year 1936.

TaBLe VII.—Appropriations authorized for granis-in-aid to the States (exclusive of
title I11) for the fiscal year ending June 30, 1936

Old-age assistance_ . ___ ..o oo aaos $49, 750, 000
Aid to dependent children._ ... _ oo ool 24, 750, 000
Maternal and child health. . o oo nieeeaeeaaa 3, 800, 000
Crippled children. .. e o oo oo el 2, 850, 000
Child welfare. . . . - v ec e cceecmcccccoce e ama—e—eenn 1, 500, 000
Vocational rehabilitation._ . - - .o oLl 841, 000
Public health. . o, oo e eececcemmeccac—ano 8, 000, 000

Total. v e o cee e c e cemecccccme—eeceem—cecmmammma 91, 491, 000

Nore.—In future years the first two items will increase in accordance with the
increasing cost of old-age assistance and aid to dependent children.

In addition to. these sums, there are authorized annual appropria-
tions to the old-age account, estimates for which are shown in table
IV of this report. There is also authorized an appropriation of
$4,000,000 for the fiscal year ending June 30, 1936, and $49,000,000
for each subsequent fiscal year to make the payments to States under
fitle II1 for the cost of ad’;n.inistering their unemployment insurance
aws.

TAXES

There are three taxes imposed in the bill:

(1) An income tax on wage-earners, beginning in the year 1937 at
a rate of 1 percent of wages, and increasing to 3 percent in 1949,
Large groups of wage earners are, for administrative reasons, excluded
from the operation of this tax, but more than one-half of the total
number of gainful workers are covered.

TasLs VIII.—Estimate of number of en{}zloyees covered under the tax provided in

title VIIT
[Based upon 1930 Census)
Total number of gainful workers. . . - oo ceoeecccea 48, 830, 000
Total number of owners, operators, self-employed (including the :
Professions) - oo oo e e anm e 12, 087, 000

Total of workers excluded because of occupation (farm labor,
domestics, teachers, and governmental and institutional workers). 9, 389, 000

Total number of worker. in eligible occupations. . aceceeaooo___ 27, 354, 000
Excluded:
Casuals. oo o e cmm——cm—————— 500, 000
OVer 65 oot ccccmcececm—m—————————— 1, 050, 000
— 1, 550, 000
Estimated coverage. - .o comecerececc e emm———ann 25, 804, 000

(2) An excise tax on employers, with certain exemptions, based on
wages paid. This tax, like the income tax imposed 1n this title, will
become oserative in 1937 at 1 percent of wages, increasing there-
after; and again, for administrative reasons, there are numerous
exemptions.
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Tarre 1X.—Revenue estimates (from tazes on employees and employers impcsed
by title VIII, sections 801 and 804)!

Fiscal year| poiirnated fis Fiscal year | popimated fis-
Combined rate of tax “cl:i&"d cal year re- || Combined rate of tax “fgig,"d cal year re-
Treasury celpts Treasury ceipts

2percent.. . ... .__.. 1937 $278, 800,000 || 4 percent. . .cocueeeenn 1944 $1, 185, 900, 000
2 percent.___ 1938 560, 200, 000 i 4 percent. 1045 1, 198, 900, 000
2 percent. 1939 565, 600, 000 || 5 percent 1946 1, 359, 400, 000
8 percent. 1940 714, 600, 000 || 5 percen 1047 1, 523, 300, 000
3 percent._ 1041 864, 800, 000 |t 5 percen 1948 1, 538, 900, 000
3 percent. _. 1942 873, 000,000 || 6 percent. 1949 1, 706, 300, 000
d4percent. ___________ 1943 1,028, 800,000 || 8 percent. ... _c.._. 1950 1,877, 200, 000

1 Each of the two taxes s estimated to produce one-half of the total receipts shown.

(3) An excise tax on employers who maintain comparatively large
establishments, levied in title IX and mentioned heretofore in this
report, in connection with the discussion of unemployment com-
pensation.

TasLe X.—Estimate of number of employees covered under the taz provided in

title I X
[Based upon 1930 Census}

Total number of gainful workers. __ . ... .. 48, 830, 000

Total number of owners, operators, self-employed (including the
professions) . - . . e 12, 087, 000

Total of workers excluded because of occupation (farm labor, domes-
tics, teachers, and governmental and institutional workers)__.__. 9, 389, 000
Total number of workers in eligible occupations__.________. 27, 354, 000

Estimated number of workers attached to establishments with nine
or less employees. ... . ___ .. e 5, 400, 000

Estimated number of workers attached to establishments of
10 and more employees (including unemployed) April 1930_ 21, 954, 000
Average 1936 (4 percent increase) - - .- .- oo e oeoooo_ 22, 858, 000

The actual number of employees covered by the tax would be considerably
smaller than 22,858,000 due to unemployment. All workers employed during a
part of the year, however, in establishments covered by the tax, would be covered
with respect to that employment.

TaBLE XI.—Revenue estimates (from tax on employers of 10 or more under title IX,
with no allowance for 90-percent credit)

Calendar year | Fiscal year Calendar year } Fiscal year
with respect | received | Estimated | Rateof | with respect received | Estimated | Rate of
to which tax into receipts tax to which tax into receipts tax
is levied Treasury 13 levied Treasury
Percent Percent
1937 $228, 000, 000 1 1941 $820, 000, 000 3
1938 501, 000, 000 2 1943 , 000, 3
1939 7886, 000, 000 3 1946 872, 000, 000 ]
1040 803, 000, 000 3 1951 9086, 000, 000 3

Norte.—The tax levied by title IX is subject to a credit of 90 percent of the amount of such tax for con-
tributions into State unemployment funds. Therefore the minimum amount of revenue each year from
this tax will be 10 percent of the abave amounts. What part of the above estimates, greater than 10 percent
of same, will be retained by the Treasury is prohlematical, being dependent on the number of States enact-
{ng unemployment insurance laws, and the rates and coverage thereof.
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Practically no objections have been made to the imposition of the
taxes levied in this bill. What objections have been offered overlook
the fact that the initial rates are very low. The only tax in the year
1936 (which is not payable until 1937) is the l-percent excise tax on
employers of 10 or more employees against which a credit is allowed
for payments made under State unemployment compensation laws.
In 1937 the other taxes will also come into operation, but only at the
rate of 1 percent upon employers.

Excise taxes measured by pay roll will normally be added to prices.
But again, the effects are often exaggerated. The direct labor cost
of all manufactured commodities represents on the average about
21 percent of the value of the product. Taxes of 1, 2, and 3 percent,
amf even the ultimate 6 percent (not reached until 1949) will, thus,
increase the selling price not by these percentages, but by much less
than these figures.

Taxes on pay rolls and wages are imposed in all unemployment-
compensation systems the world over. Taxes on pay rolls for this

urpose are justified because unemployment compensation is a
egitimate part of the costs of production, as has long been recognized
in the case of workmen’s ‘compensation for industrial accidents (the
costs of which are, likewise, always computed on a pay-roll basis).
Unemployment compensation belongs in the same category with wages,
and it is no more than right that the consumers should bear this cost,
as is the case with all other costs of production.

In this connection it must not be forgotten that employers and con-
sumers must ultimately foot a large part of the bill for the relief of
destitution. Federal, %tate, and local taxes and public indebtedness
have been greatly increased by the tremendous problem of relief.
This program will necessarily reduce this great load for public taxes
now required for relief purposes. If the measures we propose will
reduce dependency, as we expect, the burden upon employers and
consumers may well be smaller than it is at present.

CONCLUSION

The proposals in this bill are forward looking. This bill is not to
be considered a cure-all, nor a complete measure for economic security.
It will doubtless have to be supplemented in the course of time, as
has been the history of all other major new legislation. But it makes
a8 beginning toward economic security which has been long overdue.

This beginning is made along lines which are in accord with our
American 1nstitutions and traditions. It is not class legislation, but
a measure which will benefit the entire public. While humanely
providing for those in distress, it does not proceed upon the destruc-
tive theory that the citizens should look to the Government for every-
thing. On the contrary, it seeks to reduce dependency and to en-
courage thrift and self-support.

From the governmental point of view this bill contemplates a
united attack upon economic insecurity by the Federal and State
Governments. It does not vest dictatorial powers in any Federal
officials. : ,

Of all major countries the United States is the last to give serious
consideration to a comprehensive system of social insurance and re-
lated measures for economic security. The experience of this country
in the trying years of the depression has amply demonstrated the
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need for makinﬁ a sound beginning in the development of such a
program. As the President recommended, this bill should by all
means be enacted into law at this session.

PArT I1I. EXPLANATION OF THE BILL

TITLE I. GRANTS TO STATES FOR OLD-AGE ASSISTANCE

This title provides for Federal grants-in-aid to States, for the pag-
ment of old-age assistance to persons over 65. The grants are to be
made on an equal matching (50-50) basis, except that in the case of
no individual will the Federal Government’s share exceed $15 per

month.
APPROPRIATION

Section 1: $49,750,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purposes of this title. The money is to be paid to
States whose oqd-age assistance plans have been approved by the
Social Security Board, as complying with the requirements of section 2.

STATE OLD-AGE ASSISTANCE PLANS

Section 2: To be ap;t))roved, a State plan must meet certain require-
ments laid down in subsection (a), and must be sufficiently liberal in
its eligibility requirements, in accordance with subsection (b).

(a): Requirements which must be met by the State law:

(1), (2), (3): The plan must be State-wide in operation. If, asis
the case at present in several States, it is to be administered by the
counties, it must not be optional with each county whether or not it
will give old-age assistance, but rather must be mandatory upon all
the counties. Whether the administration is in the hands of the
counties or not, there must be some direct financial participation by
the State itself, and some one State agency (whether already existing
or newly established) must be charged with final administrative re-
sponsibility. This agency does not necessarily have to confine itself
to old-age assistance; it may have other functions.

(4): An individual who is denied old-age assistance (for instance,
bg' a county board) must be given the right to a fair hearing before
the State agency. This does not affect the right of further appeal to
the courts.

(5) and (6): The methods of administration of the State plan, inso-
far as they are found by the Social Security Board to be essential to
the plan’s efficient operation, must be approved by the Board, and
reports must be made to the Board; but the State will not be impeded
in the exercise of its full discretion 1n the matters of the selection, the
tenure of office, and the compensation of State and local personnel.

(7): If the State, using Federal money granted to it under this
title, pays pensions to aged persons, and later (for example, because
those persons had been defrauding the State) collects back from their
estates some or all of the money so paid, the State must pay one-half
the amount thus collected to the Federal Government. In other
words the State must, roughly, reimburse the Federal Government for
the amount of its share thus collected by the State.

H. Rept. 615, 74-1——3
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(b): Liberality of certain eligibility requirements:

(1): A person shall not be denied assistance on the ground that he
is not old enough to be eligible for it, if in fact he has reached the age
of 65 years. Until 1940, however, a State may set the age limit as
high as 70 years.

(2): A person shall not be denied assistance on the ground that he
has not been a resident long enough, if in fact he has lived in the State
for 1 year immediately preceding his application, and for any 5 years
out og the 9 years immediately preceding his application. Thus, if the
plan is administered by counties, it may impose requirements as to
county residence; but no county residence requirement may result
in denying assistance to an otherwise qualified person who has resided
in the State for the periods just mentioned. Even if the county
residence requirements are stricter than those allowed under this
section, such a person must be entitled to assistance under the plan,
presumably directly from the State. (No State is required to give
assistance to nonresidents of the State.)

(3): A person shall not be denied assistance on the ground that he
has not been a United States citizen for a number of years, if in fact,
when he receives assistance, he is a United States citizen. This means
that a State may, if it wishes, assist only those who are citizens, but
must not insist on their having been born citizens or on their having
been naturalized citizens for a specified period of time.

The limitations of subsection (b) do not prevent the State from
imposing other eligibility requirements (as to means, moral character,
etc.) if they wish to do so. Nor do fthe limitations of subsection (b)
mean that the States must adopt eligibility requirements just as strict
as those enumerated. The States can be more lenient on all these
points, if they wish to be so.

PAYMENT TO STATES

Section 3: The Federal Government will match what the States
put up for old-age assistance, by paying quarterly to each State
one-half of the total amount paid as assistance to people in the State
who are at least 65 years old and who are not inmates of public
institutions. (If the State wishes to pay pensions with respect to aged
people over 65 in private institutions, tﬁe Federal Government will
match those payments; but it will not match payments to persons less
than 65, or to persons in public institutions.) Federal payments
with respect to any person, however, will not be more than $15 per
month. If the State gives a pension of $20 the Federal Government
will pay half of it; of $30, the Federal Government will pay half of it;
of $40, the Federal Government will match only the first $15 put u
by the State, so that the Federal share will be $15 and the State wi
put up the other $25. Federal payments shall be made on a pre-
%ayment basis, on the strength of estimates by the State and the

oard, with later adjustments if the actual expenditures differ from
the estimates. The Federal Government will also help the States to
meet administrative costs, paying therefor an additional amount
f&(ﬁml to 5 percent of the regular quarterly payment to the State.

these ﬁ&yments, and all other payments under this bill, are to be
made without a prior audit by the General Accounting 6fﬁce; but
there will be a postaudit. It is understood by the committee that, in
the case of grants to States, the General Accounting Office, in making
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this audit, will seek to ascertain only (in the absence of fraud) whether
the certifications were based on the findings which the Board is
required to make prior to certifying, and whether payments were
made in accordance with the certifications. It is not the practice to
question the findings.

OPERATION OF STATE PLANS

Section 4: A State with an approved plan will not receive payments
if thia Board finds that the State is not substantially complying with
its plan.

ADMINISTRATION

Section 5: $250,000 is authorized to be appropriated for the fiscal
year 1936 to meet the administrative expenses of the Board under
this title. There is no limit on appropriations for future years.

DEFINITION

Section 6: Old-age assistance is confined to payments in cash,

TITLE II. FEDERAL OLD-AGE BENEFITS

This title provides for the payment of cash benefits to every indi-
vidual who has attained the age of 65 and has fulfilled certain qualifi-
cations. These benefits will be paid to him monthly as long as he
lives in an amount proportionate to the total amount of wages
received by him for employment before he attained the age of 65.

OLD-AGE RESERVE ACCOUNT

Section 201: For the purpose of building up a reserve sufficient
to supply the funds necessary to pay the benefits provided for in this
title as such payments accrue, there is created in the Treasury of the
United States an ‘“‘old-age reserve account”, to which an annual
appropriation, beginning with the fiscal year ending June 30, 1937,
is authorized. The amounts of such appropriations will vary from
year to year, but the amount appropriated for any year shall be that
amount determined (in accordance with accepted actuarial principles,
and on the basis of such mortality tables as the Secretary of the
Treasury shall from time to time adopt, and of an interest rate of
3 percent per annum compounded annually), to be sufficient as the
premium necessary for such year to build up the required reserve.

It shall be the duty of the Secretary of the Treasury to invest such
portion of the amounts credited to the account as is not, in his judg-
ment, required to meet current payments. Such investments shall
be made in interest-bearing obligations of the United States or in
any obligations guaranteed as to both principal and interest by the
United States. '

All amounts credited to the account shall be available for making
payment of the benefits provided for in this title.

OLD-AGE BENEFIT PAYMENTS

Section 202: Every qualified individual (as defined in sec. 210) shall
be entitled to receive, with respect to the period beginning on the date
he attains the age of 65, or on January 1, 1942, whichever is later, and
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ending on the date of his death, an old-age benefit. Payments of
such benefits shall be made as nearly as possible at monthly intervals,
but not necessarily on the first of each month. The rate of the pay-
ments will vary from $10 a month to $85 a month, depending upon
the total amount of wages earned by the recipient after December 31,
1936, and before he attains the age of 65. . .

If, during the course of payments to any recipient, it is found that
he has been overpaid or underpaid, adjustment shall be made in con-
tion with subsequent payments.

PAYMENTS UPON DEATH

Section 203: If any individual dies before receiving any payment of
a benefit, there shall be paid to his estate 3} percent of the total wages
earned by him after December 31, 1936, and before he attains the

e of 65. .
a.ng any recipient dies before the total of the payments of benefits
to him has equaled 3} percent of the total wages earned by him after
December 31, 1936, and before he attains the age of 65, the remainder
shall be paid to his estate.

If any recipient has, through error or otherwise, been underpaid
and has died before adjustment has been made, the amount of the
underpayment shall be paid to his estate.

PAYMENTS TO AGED INDIVIDUALS NOT QUALIFIED FOR BENEFITS

Section 204: If any individual, upon attaining the age of 65, is not
qualified to receive benefits, an amount equal to 3% percent of the
wages earned by him after December 31, 1936, and before he attains
the age of 65, shall be paid to him (or, if he has died before receiving
such payments, to his estate).

AMOUNTS OF $500 OR LESS PAYABLE TO ESTATES

Section 205: If the amount payable to an estate under section 203
or 204 is $500 or less, the Social Security Board may pay it directly
to the persons it determines to be entitled thereto under the law of
the State in which the deceased was domiciled.

OVERPAYMENTS DURING LIFE

Section 206: If any recipient, through error or otherwise, has
received benefit payments in excess of the amount to which he is
entitled, and dies before such overpayments have been adjusted,
there shall be repaid to the United States by his estate the amount of
such overpayments; except that if the amount to which he was
entitled was less than 3% percent of the total wages earned by him -
after Decembe. 31, 1936, and before he attained the age of 65, the
amount of the repayment shall be merely tbe difference between the
amount received by him and such 3% percent.

METHOD OF MAKING PAYMENTS

Section 207: The Social Security Board shall from time to time
(presumably monthly) certify to the Secretary of the Treasury the
name and address of every individual entitled to receive payment
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under this title, the amount of such payment, and the time at which
it should be made, and the Secretary of the Treasury shall make
payment in accordance with such certification.

ASSIGNMBENT

Section 208: The right of any individual to receive any payment
under this title shall not be transferable or assigned, and none of
the moneys paid or payable or rights existing under this title shall be
subject to execution, levy, attachment, garnishment, or other legal
process, or to the operation of any bankruptcy or insolvency law.

PENALTIES

Section 209: Whoever, in any application for any payment under
this title, makes any false statement as to any materi:H act, knowing
such statement to be false shall be fined not more than $1,000 or
imprisoned for not more than 1 year, or both.

DEFINITIONS

Section 210 (a): This subsection defines ‘‘ wages.” Wages include
not only the cash payments made to the employee for work done,
but also compensation for services in any other form, such as room
board, ete. The term *‘wages’ does not necessarily apply to the total
remuneration received from the employer by the employee; the term -
includes only the first $3,000 of wages received by an employee from
his employer with respect to employment during the calendar year.
The following example will illustrate how the rule applies: Employer
A pays employee B a salary of $500 a month beginning with the cal-
engar year 1937, At the end of the sixth month B has received from
his employer $3,000. The balance of his salary for 1937 is not included
as part of the wages. However, this is only the case. where the
employee continues In the employment of the same employer through-
out the year. If the employee leaves the service of employer A on
June 30, 1937, and enters the service of employer C on that date and
continues with employer C at the same sal throughout the re-
mainder of the year, the remuneration received by employee B during
the remaining portion of the calendar year 1937 will be included in
his wages.

Section 210 (b): This subsection defines the term ‘‘employment”
as any service of whatever nature performed within the United States
by an employee for his employer. It should be noted in this connec-
tion that section 1001 (a) (6) includes in the definition of “employee”’
an officer of a corporation. Services performed by aliens, whether
resident or nonresident, within the United States are included; but
services performed outside the United States, whether by a citizen
or an alien, are not included. The term ‘United States” is defined
in section 1001 (a) (2) to include the States, Alaska, Hawaii, and the
District of Columbia. The following services are excluded even
though performed within the United States: (1) Agricultural labor;
(2) (ﬁ)mestic service in a private home; (3) casual labor not in the
course of the employer’s trade or business. This would not exclude
casusal labor performed in the course of an employer’s trade or busi-
ness. For instance, if a department store employed emergency help
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during the rush season in connection with its trade or business, the
services performed by such help would not be excluded under this
title. (4) Services performed by an officer or a member of a crew
on 8 vessel documented under the laws of the United States or of
any foreign country are also excluded. The administrative difficulty
of following the wages of officers and seamen of crews was regarded
as almost insurmountable. For instance, unless this exclusion were
made, it would be necessary to keep track of the wages of Chinese
coolies working on American ships.

Services performed by Federa,li) and State or political subdivision
emé)loyees are also excluded. . . L

ervices performed in the employ of religious, charitable, scientific,
literary, or educational institutions, no part of the net earnings of
which inures to the benefit of any private shareholder or individual,
are also excluded. For the purpose of determining whether services
for such an organization are excluded, the use to which the income is
applied is the ultimate test of the exclusion rather than the source
from which the income is derived. For instance, if a church owns an
apartment building from which it derives income which is devoted
to religious, charitable, educational, or scientific purposes, services
for it are still excluded. The or anizations, services for which will
be excluded, are churches, schools, colleges, and other educational
institutions not operated for private profit, the Y. M. C. A,, the
Y. W.C. A, the Y. M. H. A, the Salvation Army, and other organi-
zations which are exempt from income tax under section 101 (6) of
the Revenue Act of 1932.

Section 210 (c): The term ‘‘qualified individual” is defined to
mean an individual who is at least 65 years of age, and who has
received in wages for employment after December 31, 1936, and
before he attained the age of 65, not less than $2,000, some part of
which employment was performed in each of at least 5 different cal-
endar years.

TITLE III. GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION
ADMINISTRATION

This title provides for Federal grants-in-aid to States, for meeting
the administrative costs of their unemployment compensation sys-
tems. The money is not to be used for compensation itself, but only
for expenses of administration. There is no requirement of match-
ing by the States. :

APPROPRIATION

Section 301: $4,000,000 is authorized to be appropriated for the
fiscal year 1936, and $49,000,000 for each year thereafter, to be
granted to the States for meeting the proper administrative costs of
the State unemployment compensation laws, '

PAYMENTS TO STATES

Section 302: Payments shall be made from time to time to each
State with an unemployment compensation plan which is found by
the Board to comply with this titﬁa, in amounts determined by the
Board to be necessary for the proper administration of the State law.
In deciding how much to pay to a State, the Board shall take into
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account the population of the State, and the estimated number of
persons covered by the State law, as well as other relevant factors.

PROVISIONS OF STATE LAWS

Section 303 (a): The State will receive aid under this title only
if its law was approved by the Board under title IX, and only if, in
addition to the provisions necessary for it to obtain such approvaf, it
also includes provision for administrative methods, other than those
relating to personnel, approved by the Board as reasonably calculated
to insure full payment of compensation when due; opportunity for
a fair hearin 11()>r persons deniec{)?:ompensation; the making of reports
to the Board; and cooperation with any Federal agency concerned
with public employment which seeks to obtain information, relating
to employment, about persons who are receiving compensation or
whokhave finished their period of compensation and are available for
work,

(b): A State will not receive grants under this title if the Board
finds that it is not substantially complying with its law. ‘

TITLE IV. GRANTS TO S8TATES FOR AID TO DEPENDENT CHILDREN

This title provides for Federal grants-in-aid to States, for carryin
out State plans for aid to dependent children, often inaccurately calle
“mothers’ pension’’ laws. The grants are to be made on a one-third
matching basis, the Federal Government putting up $1 for every $2
provided by the State, except that in no case will the Federal Govern-
ment’s share, with respect to any single dependent child, exceed $6 per
month, or, with respect to any other epengent child in the same home,
exceed $4 per month.

APPROPRIATION

Section 401: $24,750,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purposes of this title. The money is to be paid to
States whose plans for aid to dependent children have been approved
by the Social Security Board, as complying with the requirements of
section 402,

STATE PLANS FOR AID TO DEPENDENT CHILDREN

Section 402: To be approved, a State plan must meet certain re-
uirements laid down in subsectipn (a), and must have a sufficiently
Iiberal residence requirement, in accordance with subsection (b).

(a) Requirements which must be met by the State law:

(1), (2), (3): The plan must be State-wide in operation. 1If, as is the
case at present in several States, it is to be administered by the coun-
ties, it must not be optional with each county whether or not it will
give aid to dependent children, but rather must be mandatory upon
all the counties. Whether the administration is in the hands of the
counties or not, there must be some direct financial participation by
the State itself, and some one State agency (whether already existing,
or newly established) must be charged with final administrative re-
sponsibility. This agency does not necessarily have to confine itself
to aid to dependent children; it may have other functions.
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(4): An individual whose claim for aid is denied (for instance by a
county board) must be given the ﬁiht to a fair hearing before the
State agency. This does not affect the right of further appeal to the
courts.

(5) and (6): The methods of administration of the State plan
insofar as they are found by the Social Security Board to be essential
to the plan’s efficient operation, must be approved by the Board,
and reports must be made to the Board; but the State will not be
impeded in the exercise of its full discretion in the matters of the
selection, the tenure of office, and the compensation of State and
local personnel.

(b) Liberality of residence requirement: No residence requirement
shall be imposed which results in the denial of aid with respect to an
otherwise eligible child, if the child was born in the State within the
year, or has resided in the State for at least a year immediately pre-
ceding the application for aid. The State may be more lenient than
this, 1f it wishes. It may, furthermore, impose such other eligibility
requirements—as to means, moral character, etc.—as it sees fit. No
State is required to give aid to nonresidents.

PAYMENT TO S8TATES

Section 403: Payments to the States are to be made quarterly, in a
method similar to that described in connection with section 3, except
that under this title the Federal Government will bear only one-third
of the total cost instead of one-half. Furthermore, the money paid
by the Federal Government will be used to carry out the purposes of
the State plan without any distinction being drawn between the actual
payments of aid and the administrative costs of the State plan. The
amount of the Federal share, with respect to any dependent child,
shall not exceed $6 if 1 dependent child is in the home, and shall not
exceed $6 for 1 dependent child, and $4 for each other dependent
child if there is more than 1 dependent child in the home. Thus,
the Federal Government will pay one-third of & monthly payment of
$18 for one child. If the State wishes to have such child receive more
than $18 per month, the State will have to pay the excess.

OPERATION OF BTATE PLANS

Section 404: A State with an approved plan will not receive pay-
ments if the Board finds that the State is not substantially complying
with its plan.

ADMINISTRATION

Section 405: $250,000 is authorized to be appropriated for the
ﬁspal year 1936 for the administrative expenses of the Board under
this title. Therse is no limit on appropriations for future years,

DEFINITIONS

Section 406: ‘“Dependent child” is confined to children less than 16
years old, living with a near relative in a residence (house, room, or
other place of abode) maintained by such relative as his own home.
“Aid to dependent children®’ is congned to payments in cash,
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TITLE V. GRANTS TO STATES FOR MATERNAL AND CHILD WELFARE
Part 1. Maternal and Child-Health Services

This part provides for Federal grants-in-aid to States, to help them
extend and improve their services for promoting the health of mothers
and children. Some of the available money is to be allotted equally
among the States, some on the basis of the number of live births in
each State, some on the basis of need. All the money except that
allotted on the basis of need is to be granted on an equal matching
(50-50) basis.

APPROPRIATION

Section 501: $3,800,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter.

ALLOTMENTS TO STATES

Section 502 (a): $20,000 is to be allotted by the Secretary of Labor
to each State, and $1,800,000 is to be divided among all the States, on
the basis of the number of live births in each State in proportion to the
total number of live births in the United States.

(b): The remaining $980,000 shall be allotted by the Secretary of
Labor according to the financial need of each State for assistance in
carrying out the State plan. In making this allotment, and in deter-
mining such need, the Secretary of Labor shall take into consideration
the number of live births in the State.

(c): An allotment made under subsection (a) shall be available for
payment to the State for 2 fiscal years after the fiscal year for which
the allotment is made.

APPROVAL OF BTATE PLANS

Section 503 (a): Requirements which must be met:

(1) and (2): The State J)lan must provide for direct financial partici-
gatlon by the State; and the State health agency, whatever State

epartment is charged with the responsibility for health conditions
and public-health work, must be charged with final administrative
responsibility.

3): The methods of administration of the State plan, insofar as
they are found by the Chief of the Children’s Bureau to be essential
to the plan’s efficient operation, must be approved by the Chief of the
Children’s Bureau; but the State will not be impeded in the exercise
of its full discretion in the matters of selection, the tenure of office,
and the compensation of State and local personnel.

(4): Reports are to be made to the Secretary of Labor.

(6), (6), and (7): The State plan must also provide for the exten-
sion and improvement of locaf services; cooperation with medical,
nursing, and welfare organizations; demonstration services in areas
whick lack financial resources and among groups in need of such
special services.

(b) Approval of State plan: The Chief of the Children’s Bureau is
charged with passing on the State plan, and if it is approved the
Se(gggz’ry of Labor and the State health agency concerned are to be
no
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PAYMENT TO STATES

Section 504 (a) and (b): From the allotments made under section

502 (a) payments will be made to the States on an equal-matching

50-50) basis, on the strength of estimates made by the State and the
ecretary of Labor.

(c): From the allotments made from the $980,000 available under
section 502 (b) payments shall be made in accordance with certifica-
tions by the Secretary of Labor in amounts and at times specified by
the Secretary of Labor. These payments need not be matched. In
meeting the matching requirements under subsections (a) and (b)
of this section money paid to a State under subsection (¢) out of the
$980,000 will be considered part of the State’s money.

OPERATION OF STATE PLANS

Section 505: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan.

Part 2. Services for Crippled Children

This part provides for Federal grants-in-aid to States to help them
extend and improve their services for discovering crippled children
and for providing such children with medical, surgical, corrective, an
other services and care in connection with their physical disability.
Some of the available money is to be allotted equally among the States,
and some on the basis of need. All of the money is to be granted on
an equal-matching (50-50) basis.

APPROPRIATION

Section 511: $2,850,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter.

ALLOTMENTS TO STATES

Section 512 (a): $20,000is to be allotted by the Secretary of Labor
to each State, and the remaining amount available is to be divided
among all the States on the basis of need, as determined by the
Secretary of Labor after taking into consideration the number of
(t:flxppled children in the State, and the cost of furnishing services to

em.

(b): An allotment made under this section shall be available for
payment to the State for 2 fiscal years after the fiscal year for which
the allotment is made.

APPROVAL OF STATE PLANS

Section 513 (a): Requirements which must be met:

(1), (2), (3), and (4): A State plan must include provisions relating
to financial participation, administration, methods of administration
approved b{ the Chief of the Children’s Bureau, and reports to the
Secretary of Labor, these requirements being similar to those under
section 503, except that here the bill does not mention any particular
State agency.
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(5): A State plan must provide for carrying out the purposes of part
2, mentioned a%ove. .

(6): The State plan must provide for cooperation with medical,
health, nursing an(f welfare, groups, and also with any agency in the
State which is charged with administering the State law providing
for vocational rehabilitation of physically handicapped children.

(b): The Chief of the Children’s Bureau is charged with passin
on the State plan, and if it is approved, the Secretary of Labor an
the State agency concerned are to be notified.

PAYMENT TO STATES

Section 514: From the allotments made under section 512, pay-
ments will be made to the States on an equal-matching (50-50) basis
on l:;he strength of estimates made by the State and the Secretary of
Labor.

OPERATION OF STATE PLAN

Section 515: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan.

Part 3. Child-Welfare Services

Section 521: This section, which constitutes part 3 of this title
authorizes the sum of $1,500,000 to be appropriated for each fiscal
year, to enable the United States, through the Children’s Bureau, to
cooperate with State public-welfare agencies in the work of establish-
ing and extending public welfare services for the protection and care
of dependent, homeless, and neglscted children, and children in danger
of becoming delinquent. The services with which the Children’s
Bureau is thus authorized to cooperate are limited to those carried on
in rural areas. From the money made available under this section,
$10,000 is to be allotted to each State, and the rest to be divided
among the States in the proportion which the rural population bears
to the total rural population of the United States. An allotment to a
State shall be available for payment to the State for 2 fiscal years after
the fiscal year for which the allotment is made.

Part 4. Vocational Rehabilitation

Section 531: This section, which constitutes part 4 of this title, has
the effect of increasing the present authorization for grants to States
for vocational rehabihitation of the physically disabled, under the act
of June 2, 1920, as amended (U. S. C,, title 29, ch. 4; U.S. C., Supp.
VII, title 29, secs. 31, 32, 34, 35, 37, 39, and 40).

(a): For the fiscal years 1936 and 1937, the present authorization
of $1,097,000 is increased by $841,000, and there is an authorization
for each fiscal year thereafter of a similar total sum, namely $1,938,000.
These sums are to be apportioned among the States and Hawaii in
accordance with existing law. It should be noted that under the exist-
ing law, grants are not made to Alaska or to the District of Columbia,

(b): The Federal agency authorized by existing law likewise is
given an increased authorization for 1936 and 1937. For 1936 and
1937 the gresent authorization of $80,000 is increased by $22,000 and
for each fiscal year thereafter the total amount, namely, $102,000 is
authorized.
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Part 5. Administration

Section 541: $425,000 is authorized for the year 1936, for the ex-
penses of the Children’s Bureau in adm'mist,enng parts 1, 2, and 3 of
this title; and the Children’s Bureau is authorized to make studies and
investigations relative to the efficient administration of those parts.
There 1s no limit on appropriations for future years. The Secretary
of Labor is directed to include a full account of the administration of
parts 1, 2, and 3 in his annual report to Congress.

TITLE VI. PUBLIC HEALTH WORK

This title provides for Federal grants-in-aid to States to assist them
and their political subdivisions in establishing and maintaining ade-
quate public-health services, and also provides for the investigation
of disease and problems of sanitation by the Public Health Service.

APPROPRIATION

Section 601: There is authorized an annual appropriation of
$8,000,000 to be allotted as provided in section 602.

S8TATE AND LOCAL PUBLIC HEALTH BERVICES

Section 602: The Surgeon General of the Public Health Service,
with the approval of the Secretary of the Treasury, shall, at the
beginning of each fiscal year, allot to the States the amount appro-

riated for such year pursuant to section 601, together with any
alances of any allotments for the preceding fiscal year remaining
unpaid at the end of such year. The amounts of such allotments
shall be determined on the basis of (1) the population; (2) the special
health problems; and (3) the financial need; of the respective States.

Quarterly payments shall be made to each State from the sum
allotted to it In amounts to be determined by the Surgeon General in
accordance with rules and regulations prescribed by him after con-
sultation with a conference of the State and territorial health
authorities.

Such payments shall be made by the Division of Disbursement of
the Treasury Department. The moneys so paid to a State must be
expended in carrying out the purposes specified in section 601, and
in accordance with plans presented by the health authorities of the
State and approved by the Surgeon General.

Any money allotted to a State for a fiscal year and not paid to such
State in that year remains available for alfotment to States in the
succeeding fiscal year, in addition to the amount appropriated for that
purpose for that year.

INVESTIGATIONS AND ADMINISTRATION

Section 603: There is authorized an appropriation of $2,000,000 for
each fiscal year for expenditure by the Public Health Service in
investigating disease and problems of sanitation, and in cooperating
with the health authorities of the States. It is provided that the
personnel of the Public Health Service shall be detailed to cooperate
with the heaith authorities of a State only upon the request of the
State for such cooperation.



THE SOOIAL SECURITY BILL 29

TITLE VII. 80CIAL SECURITY BOARD

ESTABLISHMENT

Section 701: This section establishes the Social Security Board as
a wholly independent Bureau in the executive branch of the Govern-
ment. The Board is to be composed of three members who are to
be appointed by the President, by and with the advice and consent
of the Senate. Each member’s salary is to be $10,000 a year and the
terms of office shall be 6 years, except that for the first 3 members
appointed, 1 will hold office for 2 years, 1 for 4 years, and 1 for 6
years. The President is to designate one of the members as chairman
of the Board.

DUTIES OF SOCIAL SECURITY BOARD

Section 702: The Board’s duties shall include those imposed upon
it by this act (under titles I, II, III, IV, and IX), and the Board is
also to study and make recommendations concerning the possibility
of furthering economic security through social insurance, and as to
legislation and matters of administrative policy concerning social
insurance, and various other subjects relating to the present bill.

EXPENSES Ur THE BOARD

Section 703: The Board is authorized to appoint employees and
fix their compensation, subject to the civil-service laws and Classifica-
tion Act, and to make necessary expenditures.

REPORTS

Section 704: The Board is to make a regular annual report to
Congress.

TITLE VIII. TAXES WITH RESPECT TO EMPLOYMENT

This title levies two taxes. The first is an income tax on employees
and the second an excise tax on employers.

INCOME TAX ON EMPLOYEES

Section 801: This section imposes a tax upon the income of every
individual measured by the wages received by him with respect to
employment after December 31, 1936. The tax does not apply to all
wages but only applies to wages as defined in section 811 of the bill.
Likewise section 811 restricts the application of the tax to employ-
ment as therein defined. The rates of tax are as follows:

Percens
For the calendar years 1937, 1938, and 1939_ oo cmcaaecee_ 1
For the calendar years 1940, 1941, and 1942 __ . oo __ 1%
For the calendar years 1943, 1944, and 1945 .. e 2
For the calendar years 1946, 1947, and 1948 . o ocooeeeceaeoo = 2%
For the calendar year 1949 and subsequent calendar years. .. ccceacacoen.. 3

DEDUCTION OF TAX FROM WAGES

Section 802 (a): This subsection requires the employees’ tax to be
collected at the source by requiring t%xe employer to deduct the tax
from the employee’s wages at the time they are paid. To insure
collection of the tax, the employer is made personally liable for it.
His liability attaches to the correct amount of tax which he is re-
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quired to deduct from the employee’s wages, regardless of the amount
actually deducted. To protect the employer, he is indemnified
against any claims and demands with respect to that part of the
wages of the employee which he withheld, up to the correct amount
Witi.held and paid to the United States.

Section 802 (b): In case the tax is underpaid or overpaid, adjust-
ments are permitted to be made in connection with subsequent wage
payments made by the emﬁ)loyer to the employee. For instance, if
the employee receives a salary of $100 per month for the calendar
year 1937 and the employer by a mistake deducts 80 cents instead of
$1, assuming this to be the correct amount of the tax, the tax to be
deducted from the next wage payment of the employee will be $1.20
instead of $1. On the other hand, if the employer deducts from the
first wage payment in the same example $1.20 instead of $1 the tax
to be deducted from the next wage payment will be 80 cents instead
of $1. Such adjustments are to be made in accordance with regula-
tions to be prescribed under this title.

DEDUCTIBILITY FROM INCOME TAX

Section 803: Under section 23 (c) of the Revenue Act of 1934
Federal income taxes are not allowed as a deduction in computing the
income tax imposed by that act. Since the tax on employees is a
Federal income tax, this section makes it clear that such a tax is not
deductible in computing the income tax imposed by the Revenue Act
of 1934 or in computing a corresponding income tax imposed under
any subsequent revenue act.

EXCISE TAX ON EMPLOYERS

Section 804: This section imposes an excise tax upon every em-
ployer for the privilege of having individuals in his employ. The tax
18 measured by the wages paid to emp'oyees after December 31, 1936,
with respect to employment after that date. As in the case of the
tax on employees, the rate of tax on employers is as follows:

Percent
For the calendar years 1937, 1938, and 1939___ . _______________.________ 1
For the calendar years 1940, 1941, and 1942 ___________________________ 14
For the calendar years 1943, 1944, and 1945______________________._.___ 2
For the calendar years 1946, 1947, and 1948 .. __ . _______.__ 24
For the calendar year 1949 and subsequent calendar years..______________ 3

Like the tax on employees under section 801, this tax does not
apply to all wages or employments but only to those defined as such
in section 811.

ADJUSTMENTS IN CASE OF MISTAKE BY EMPLOYER

Section 805: This section permits the employer to correct errors in
the tax reported in connection with any wage payment made to his
employees by making proper adjustments in connection with subse-
quent wage payments. It is similar in principle to section 802 (b)
and the adjustments are to be made under regulations to be prescribed
under this title.

REFUNDS AND DEFICIENCIES

Section 806: This section relates to the tax imposed with respect
to both employers and employees. If any part of the employer’s
or employee’s tax is underpaid or overpaid and the error cannot
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be adjusted in connection with subsequent payments, the under-
Fayment is to be collected or the overpayment refunded under regu-
ations prescribed under this title. Situations of this character will
usually arise when an employee leaves the service of the employer
so that it is impossible to make adjustments in subsequent wage

payments.
COLLECTION AND PAYMENT OF TAXES

Section 807 (a): This subsection requires the tax due from em-
loyers and employees to be .collected by the Bureau of Internal
evenue and to be deposited in the Treasury as internal-revenue
collections.

Section 807 (b): This subsection gives the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, authority
to collect the taxes imposed with respectr{oth to employers and em-
ployees by stamps, coupons, tickets, books, or other devices, or by
requiring the making and filing of returns. The administrative
provisions relating to the tax on pistols and revolvers imposed by
section 600 of the Revenue Act of 1926, as well as the provisions
relating to the stamp taxes imposed by section 800 of that act,
are also applicable to the taxes provided under this title with respect
to both employers and employees. The administrative provisions
are, therefore, not confined to those contained in sections 600 and
800 of the Revenue Act of 1926, but embrace all administrative
grovisions not otherwise inconsistent, applicable to the taxes imposed

y such sections. For instance, the periods of limitation upon assess-
ment and collection set forth under section 1109 of the Revenue
Act of 1926, as amended, also apply to the taxes levied under this
title. Likewise the periods of himitation upon refunds and credits
prescribed in section 3228 of the Revised Statutes will apply to the
taxes under this title. If the tax or any part thereof is not paid
when due, the unpaid portion will bear interest at the rate of 1

ercent per month from the time the tax became due until paid.

he Board of Tax Appeals has no jurisdiction over these taxes.
If they are not paid when due, they may be collected by distraint
as provided in section 3187 of the Revised Statutes, leaving the
taxpayer to his remedy by way of claim and suit for refund. In
order that the employer, who collects and withholds the tax due from
the employee, may be treated as a trustee or proceeded against by
distraint, the provisions of section 607 of the Revenue Act of 1934 are
also made to ap%ly to this title. Section 607 of the Revenue Act of
1934 impresses the amount of taxes withheld or collected with a trust
and makes applicable for the enforcement of the Government’s
claim the administrative provisions for assessing and collecting taxes.

For administrative reasons, a fractional part of a cent is disregarded
unless it amounts to one-half cent or more, in which event it is treated
as 1 cent. This corresponds to a similar provision appearing in the
revenue acts.

RULES AND REGULATIONS

Section 808: This section gives the Commissioner of Internal Reve-
nue, with the approval of the Secretary of the Treasury, authority to
m&ke and publish rules and regulations for the enforcement of this
title.
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SALE OF STAMPS BY POSTMASTERS

Section 809: This section authorizes the sale of stamps, coupons, or
other devices prescribed for the collection or payment of the taxes
under this title by the various postmasters of the United States. The
postmasters are required to deposit the receipts from such sales with
the Postmaster General and render accounts to him at such time and
in such form as he shall prescribe. The Postmaster General is given
authority to require a bond from the various postmasters receivin
such stamps or other devices in such increased amount as he may fin
necessary to protect the interests of the Government. The Post-
master genertﬁ is required to transfer the receipts from the sale of such
stamps or other devices monthly to the Treasury as internal revenue

collections.
PENALTIES

Section 810 (a): This subsection imposes a fine of $10,000, or im-
prisonment for not more than 6 months, or both, for using, transfer-
ring, exchanging, or pledging any stamp or other device prescribed
by the Commissioner of Internal Revenue for the collection or pay-
ment of the taxes under this title in any manner except as authorized
by law or regulations made thereunder.

Section 810 (b): This subsection imposes a fine of $5,000, or im-
prisonment for not more than 5 years, or both, in the folfowing cases
where there is an intent to defraud: (1) Alteriug, forging, or counter-
feiting any stamp or other device prescribed by the Commissioner of
Internal Revenue for the collection or payment of taxes due under
this title; (2) using, sellinr?, lending, or having in possession any such
altered, forged, or counterfeited stamp or other device; and (3) making,
using, selling, or having possession o ani material in imitation of the
material used in the manufacture of suc stamp or other device.

DEFINITIONS

Section 811 (a): This subsection defines “wages.” Wages include
not only the cash payments made to the employee for work done, but
also compensation for services in any other form, such as room, board,
etc. The term ‘““wages’ does not necessarily apply to the total re-
muneration received from the employer by the employee; the term
includes only the first $3,000 of wages received by an employee from
his employer with respect to employment during the calendar year.
The following example will illustrate how the rule applies: Employer
A pays employee B a salary of $500 a month beginning with the calen-
dar year 1937. At the end of the sixth month ﬁlha.s received from his
employer $3,000. The balance of his salary for 1937 is not subject
to taxation either with respect to the employer’s tax or the employee’s
tax, However, this is only the case where the employee continues in
the employment of the'same employer throughout the year. If the
employee leaves the service of employer A on June 30, 1937, and enters
the service of employer C on that date and continues with employer C
at the same salary throughout the remainder of the year, both em-
ployer C and employee B will be liable for the tax in respect of the
wages received during the remaining portion of the calendar year 1937.

tion 811 (b): This subsection defines the term ‘‘employment”.
a8 any service of whatever nature performed within the United States
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by an employee for his employer. It should be noted in this connec-
tion that section 1001 (a) (6) includes in the definition of ‘‘employee”
an officer of a corporation. For instance, resident and nonresident
aliens performing services within the United States are subject to the
tax under this title. On the other hand, service performed outside
the United States, whether by a citizen of the United States or by a
nonresident alien, is not subject to the tax. The term ‘United
States’’ is defined in section 1001 (a) (2) to include the States, Alaska,
Hawaii, and the District of Columbia. Due to the difficulties in
collecting the tax in the case of certain kinds of employment, the fol-
lowing services are exempt from taxation even though performed
within the United States: (1) Agricultural labor; (2) domestic service
in a private home; (3) casual labor not in the course of the employer’s
trade or business. This would not exempt casual labor performed in
the course of an employer’s trade or business. For instance, if a de-
partment store employed emergency help during the rush season in
connection with its trade or business, the services performed by such
help would not be exempt from taxation under this title; (4) services
performed by an officer or a member of a crew on a vessel documented
under the laws of the United States or of any foreign country are also
exempt from the taxes imposed by this title. The administrative
difficulty of following the wages of officers and seamen of crews was
regarded as almost insurmountable. For instance, unless this exemp-
tion were granted, it would be necessary to keep track of the wages of
Chinese coolies working on American ships.

Exemption from taxation under this titll)e is also granted in the case
of Federal and State or political subdivision employees.

Services performed in the employ of religious, charitable, scientific,
literary, or educational institutions, no part of the net earnings of
which inures to the benefit of any private shareholder or individual,
are also exempt from the tax imposed by this title. For the purpose
of determining whether such an organization is exempt, the use to
which the income is applied is the ultimate test of the exemption
rather than the source from which the income is derived. For in-
stance, if-a church owns an apartment building from which it derives
income which is devoted to religious, charitable, educational, or
scientific purposes, it will not be denied the exemption. The organiza-
tions which will be exempt from such taxes are churches, schools,
colleges, and other educational institutions not operated for private
profit, the Y. M, C. A., the Y. W. C. A,, the Y. M. H. A, the Salva-
tion Army, and other organizations which are exempt from income
tax under section 101 (6) of the Revenue Act of 1932.

Exemption is likewise granted from taxation under this title in the
cage of individuals who have attained the age of 65 years.

TITLE IX., TAX ON EMPLOYERS OF TEN OR MORE

This title levies upon employers an excise tax payable annually,
wmeasured by wages, and allows each taxpayer to credit against his
tax the amount of contributions he has paid under State unemploy-
ment compeunsation laws.
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IMPOSITION OF TAX

Section 901: An annual excise tax is imposed on each employer (as
defined in sec. 907) on the privilege of having individuals in his employ.
His tax, payable annually, will be at a rate of 1 percent of the total
wages payable by him with respect to employment (as defined in
sec. 907) in the calendar year 1936. This means that the tax is
measured by wages which are payable as remuneration for services
performed during that calendar year, regardless of the time when the
actual payment 1s made.

The rate of tax, after being 1 percent for the year 1936, shall in-
crease to 2 percent for 1937, and 3 percent thereafter.

CREDIT AGAINST TAX

Section 902: A taxpayer may credit against his tax the total amount
of contributions he has paid to State unemployment compensation
funds in accordance with State unemployment compensation laws.
The credit against the tax measured by wages payable with respect
to employment in a calendar year will be allowed only for contribu-
tions which themselves are paid (before the date for filing the tax
return under this title for such year) with respect to employment in
such year.

The total credit which a taxpayer may claim against his tax for
any year shall not be more than 90 percent of the tax. Thus if the
tax 1s $100 the total credit which may be claimed cannot be more
than $90, even though the total amount of contributions may be

greater than that.
CERTIFICATION OF S8TATE LAWS

Section 903 (a): Creditshall be allowed only for contributions made
under the laws of States certified for the taxable year under section
903.

(b): If any State law, submitted to the Social Security Board, ful-
fills the conditions enumerated in this section, the Board shall within
30 days approve the law, and shall notify the State governor of its
action. On December 31 of each year, each State which has an ap-
proved law shall be certified by the Board to the Secretary of the
Treasuﬁy, unless in the meantime the Board finds that the State has
changed 1ts law in some material respect, or has failed substantially
to fulfill any of the enumerated conditions. The Board is under the
duty to warn the governor of the State whenever it has reason to be-
lieve that in spite of having an approved law a State may not be
certified at the end of the year.

A State law to be approved must provide that:

(1): All unemployment compensation is to be paid through public-
employment offices 1n the State.

(2): No compensation shall be payable with respect to any day of
unemploynient occurring before the expiration of 2 years after the
first day of the first period with respect to which contributions are
required. For example, if March 15, 1936, is the beginning of the
first period with respect to which contributions are required under the
State law, then no compensation may be paid forany day of unemploy-
ment occurring before March 15, 1938.
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(3): All the money paid into the State unemployment fund
(whether paid as contributions for employers or paid in by employees
or contributed by the State itself) shall promptly be paid over to the
Secretary of the Treasury to the credit of the unemployment trust fund
established by section 904.

(4): All the money withdrawn from the unemployment trust fund
by the State agency shall be used solely in the payment of compensa-
tion ; none of it may be used to meet administrative costs:

(5): A person otherwise eligible for compensation shall ndt be
denied it on the ground that he has refused to take a new job when his
denial is due to the fact that the position offered to him is vacant
directly to a strike, lockout, or other labor dispute, or is due to the
fact that the wages, hours, or other conditions of the work offered are
substantially less favorable than those prevailing for similar work
in the locality, or that, as a condition of taking or retaining the new
Job, he would have to join a company union, or would have to resign
from a labor organization, or would have to agree not to join a labor
organization.

(6): The State law must contain a provision indicating that any
rights, privileges or immunities conferred under it may be taken away
by the subsequent amendment or repeal of the law.

UNEMPLOYMENT TRUST FUND

Section 904: Subsection (a) of this section establishes in the
Treasury of the United States a trust fund with the Secretary of the
Treasury as trustee and with the respective State Agencies, adminis-
tering the State unemployment compensation laws, as beneficiaries
of the trust. The Secretary of the Treasury is directed to receive
and hold in such fund all moneys deposited with him or with any
Federal Reserve bank or member bank of the Federal Reserve
System designated by him to receive such deposits, by such State
agencies. ‘

Under subsection (b) it is the duty of the Secretary of the Treasury
to invest the fund (except such part as is, in his opinion, required to
meet current withdrawals) in interest-bearing obligations of the
United States or in obligations guaranteed as to both principal and
interest by the United States. In order to provide suitable invest-
ments for this purpose, authority is given for the issnance of special
obligations to the fund from time to time as required. Such ogliga,-
tions shall bear an interest rate equal to the average rate of interest,
computed as of the end of the calendar month next preceding the date
of such issue, borne by all interest-bearing obligations of the United
States then forming part of the public de%t ; except that where such
average rate is not a multiple of one-eighth of 1 percent, the rate of
interest shall be the multiple of one-eighth of 1 percent next lower
than such average rate. In addition to such special obligations,
outstanding obligations may be purchased at the market price, and
original issues may be acquired at par, if the yield thereupon will be
not less than the yield which would be required in the case of special
obligations. Such special obligations (under the provisions of sub-
section (c)) may be redeemed at par plus accrued interest, while all
other obligations may be sold at the market price.
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Subsections (d) and (e) provide that the fund shall be invested as
a single fund, but that the Secretary of the Treasury shall maintain
a separate book account for each State agency and shall credit quar-
terly to each such account a proportionate part of the earnings of the
fund for such quarter.

The Secretary of the Treasury (under subsection (f)) is directed to
pay out of the amount to the credit of a State agency such amounts
as the State agency shall duly requisition, not to exceed the amount
standing to the credit of such State agency.

ADMINISTRATION, REFUNDS, AND PENALTIES

Section 905: Subsection (a) of this section provides that the tax
shall be collected by the Bureau of Internal Revenue and shall be
paid into the Treasury as internal-revenue collections.

Subsection (b) requires returns of the tax to be made by each em-
ployer not later than January 31 of each year in respect to employ-
ment in the preceding calendar year.

Subsection (¢) makes the returns filed under this title open to
inspection ‘according to the rules laid down for income-tax returns
under the Revenue Act of 1926.

Subsection (d) allows the taxpayer to pay his tax in equal quarterly
installments as is the case with the Federaly income tax.

Subsection (e) gives the Commissioner the right to give extensions
of time for the payment of tax or installments thereof, and subsection
(f) provides that in the payment of tax a fractional part of a cent
sha.ﬁ) not be counted unless it amounts to one-half cent or more, in
which case it shall be counted as 1 cent.

INTERSTATE COMMERCE

Section 906: This section provides that no person required under a
State law to make payments to an unemployment fund shall be re-
lieved from compliance therewith on the ground that he is engaged
in interstate commerce, or that the State law does not distinguish
between employees engaged in interstate commerce and those engaged

in intrastate commerce.
DEFINITIONS

Section 907: The definitions set up by this section are very impor-
tant in connection with the application and scope of the entire title.
They are as follows:

(a) Employer: The term ‘“employer’ includes only those persons
who, in each of at least 20 weeks in the year, have a total number of
10 or more employees. This means that if on 1 day a week for 20
weeks (which need not be consecutive) there are 10 employees, the
employer is covered. The employees (who need not necessarily be the
same gqople) need not all be employed at the same moment; it is
enough if during the day the total number is at least 10. The employ-
ees are not counted unless they are employed in “employment” as
defined in this section.

(b) Wages: The term “wages” is defined to mean all remuneration
for employment, including the cash value of all remuneration paid in
any other medium then cash. That is, in addition to money payments,
it includes payments in kind, rent, food, lodging, etc.
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(¢) The term ‘““employment’ is defined to mean any service per-
formed within the United States by an employee for his employer with
the following exceptions:

(1) Agricultural labor.

(2) Domestic service in a private home.

(8) Service performed as an officer or member of the crew of a vessel
on the navigable waters of the United States. (This does not exempt
the services of longshoremen and others who work in connection
with loading vessels.)

(4) Service performed by an individual in the employ of his son,
daughter, or spouse, and service performed by a child under 21 in
the employ of his parent.

(5) Service performed in the employ of the United States Govern-
ment or of an instrumentality of the United States.

(6) Service performed in the employ of a State, or political subdi-
vision thereof, or an instrumentality of one or more States or political
subdivisions.

(7) Service performed in the employ of corporations or organiza-
tions organized exclusively for religious, charitable, scientific, literary,
or educational purposes, not part of the net earnings of which accrue
to any private individual or shareholder.

If the service is within the excepted classes, the employer is exempt
from tax on the wages payable with respect to such service.

(d) The term ‘“State agency” is defined to mean any State officer,
board, or other authority, designated under a State law to administer
the State unemployment fund.

(e) The term ‘‘unemployment fund” is defined to mean a special
fund, established by State law and administered by a State agency,
for the payment of unemployment compensation. It is required that
the assets of the fund be mingled and undivided, and that no separate
account be maintained with respect to any person.

(f) The term ‘‘contributions” is defined to mean payments required
to be made by an employer under a State law into an unemployment
fund, except that any payments which have been or may be deducted
from the wages of the individuals in his employ are not to be considered
as contributions under the definition.

(g) The term ‘‘compensation’’ is defined to mean cash benefits
payable to individuals with respect to their unemployment.

RULES AND REGULATIONS

‘Section 908: This section authorizes and directs the Commissioner
of Internal Revenue, with the approval of the Secretary of the
Treasury, to make and publish such rules and regulations for the
enforcement of this title as are necessary. The exception is made
however, that the authorization and airection above noted do not
apply to section 903, relating to certification of State laws, and to
section 904, relating to the unemployment trust fund.
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TITLE X. GENERAL PROVISIONS

DEFINITIONS
Sectlon 1001 contains definitions of ‘““State,” “Umted States”,
‘person”’, ‘“‘corporation”, ‘“shareholder’, and “empl R

Sectlon 1001 d) prowdes that nothing in this act shall be construed
as_authorizing any Federal official in carrf'mg out the provisions of
this act to take.charge, in violation of th of a State, of any child
over the objection o the parents.

RULES AND REGULATIONS

Section 1002 provides for the making of regulations by the Secretary
of ‘the Treasury, the Secretary of Labor, and the gocla.l Security
Board, respectively, for carrying out the functions with which each is
charged.

SEPARABILITY

Section 1003 is the usual separability clause.
RESERVATION OF POWER

Section 1004 reserves to Congress the right to alter, amend, or
repeal any portion of the act.

SHORT TITLB

Section 1005 provides that the act may be cited as the ‘‘Social
Security Act.”
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MINORITY VIEWS

We, the undersigned members of the minority, submit the following
statement showing in brief our attitude toward this proposed legisla-
tion, which is known as “the economic security bill”’:

I

The bill is separated into several titles, which readily and naturally
segregate themselves into two categories:

(1) Those which spring from the desire of the Federal Government
to provide economic assistance to those who need and deserve it.

(2) Those which are based upon the principle of compulsory in-
surance.

In the first group are—

Title I, granting aid to the States in meeting the cost of old-age
pensions;

Title IV, granting aid to the States in caring for dependent children;

Title V, granting aid to the States in providing for maternal and
child welfare; and

Title VI, granting aid to the States in providing for public health
generally.

We favor the enactment of each of the foregoing titles, which in
our opinion should have been incorporated in a separate bill.

OLD-AGE PENSIONS

We favor such legislation as will encourage States already paying
old-age pensions to provide for more adequate benefits, and will
encourage all other States to adopt old-age pension systems.

However, we believe the amount provided in the bill to be inade-
quate, and favor a substantial increase in the Federal contribution.

GRANTS FOR CHILD WELFARE, PUBLIC HEALTH, ETC.

Title IV. Dependent children: We favor a vigorous and sympa-
thetic program for the care and training of dependent children that
will recognize the importance of a congenial family environment.

Title %' Maternal and child welfare: For years our Government
has extended aid to the States to provide for maternal and child
welfare. Title V continues this aid in an increased amount.

Title VI. Public health: For years our Government also has pro-
vided aid in the interest of the public health. Title VI increases the
amount of this aid.

We may add that we would favor a stronger and more vigorous
Erogram than that provided in this proposed legislation for the bene-

t of those covered by these three titles.
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II

In the group of titles which are based upon the principle of com-
pulsory insurance are title I, with its related title,VIII, and title III,
with its related title IX.

UNEMPLOYMENT INSURANCE

Titles III and IX taken together provides for what is commeonl
known as ‘“‘unemployment insurance.” The incidental revenue col-
leglted under title IX is intended to offset the payments made under
title ITI.

The ostensible purpose of title III is commendable. Any program
that would supplant unemployment with employment would meet
with great favor. Employers and employees would all welcome
such a program; also the many millions who are now unemployed.
The latter are neither employers nor employees. Therefore, there
are three great groups vitaﬁy interested in unemployment insurance.

Because of the large number of persons vitally interested, the
problem is one which reaches practically every citizen, and its solu-
tion involves practically all our people. A program which will not
give employment to the unemployed will not solve the problem.

On account of the deplorable condition in which the employer finds
his business at this time; the tragic condition in which the employee
finds himself due to the ever-mounting cost of the necessaries of ﬁfa
and the failure of wages to keep pace with these costs; and the fact
that the number of unemployed is constantly increasing, there is
doubt in our minds that the legislation proposed in these two titles
will result in a general national benefit at this time.

However, we favor the principle of unemployment insurance.
These titles of the bill aid those States desiring to establish such
.insurance, and therefore we resolve all doubts in favor of this legisla-
tion.

COMPULSORY OLD-AGE ANNUITIES

Title II provides for compulsory old-age annuities, and title VIII
provides the method by which the money is to be raised to meet the
expense thereof.

hese two titles are interdependent, and neither is of any con-
sequence without the other. Neither of them has relation to any
other substantive title of the bill. Neither is constitutional. Therein
lies one of the reasons for our opposition to them.

The Federal Government has no power to impose this system upon
private industry.

The best legal talent that the Attorney General’s office and the
Brain Trust could marshal has for weeks applied itself to the task
of trying to bring these titles within constitutional limitations. Their
best effort is only a plain circumvention. They have separated the
proposition into two titles. This separation is a separation in words
only. There is no separation in spirit or intent. These two titles
must stand or fall together.

The learned brief submitted by the Attorney General’s Office
contains in its summation the following weslk, apoﬂ)getic language:

There may also be taken into consideration the strong pr which
exista 1 Tavor of the constivutionaliy of an act of the Goutoss, 1 ths lisht o

which and ot the foregoing discussion it is reasonably safe to assume that the
social security bill, if enacted into law, will probably be upheld as constitutional.
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Woe also oppose these two titles because they would not in any way
contribute to the relief of present economic conditions, and might in
fact retard economic recovery.

The original bill contained a title providing for voluntary annuities.
This was another attempt to place the Government in competition
with private business. Under fire, this title has been omitted. It
was closely akin to title II. In fact, it had one virtue that title II
does not possess in that it was voluntary while title IT is compulsory.
1 t;.l‘hese titles impose a crushing burden upon industry and upon
abor.

They establish a bureaucracy in the field of insurance in competition
with private business.

They destroy old-age retirement systems set up by private in-
dustries, which in most instances provide more liberal benefits than
are contemplated under title II.

Appended hereto is a table showing the total taxes imposed under
titles VIII and IX.

CONCLUSION

The minority membership of the Ways and Means Committee have
at no time offered any political or partisan o;iposition to the progress
of this measure, but on the contrary have labored faithfully in an
effort to produce a measure that would be constitutional and that
would inure to the general welfare of all the people. ’

ALLEN T. TREADWAY.
Isaac BacHARACH.
FraNk CROWTHER,
HarorLp KNUTSON.
Danier A. REED.
Roy O. WoODRUFF.
THoMAS A. JENKINS.

Total taxes on employers and employees under social-security bill
{Based on tables on p. 15}

On employers

Onem- Grand ]tot.al
F<])r unen't- Flor om- (tﬁ}gyve?’ﬁ) on :,ﬁ?,pe?.,’i““
oymen ployees
Effective date of tax rnsumnce annuitles | Total ployees
(title IX) (title VIII) {on em-
ployers
Amount| Rate | Amount| Rate Amount| Rate [{Amount| Rate
Per- | Mills..| Per- | Mills. || Mills. | Per- || Mills. | Per-
cent | of dols. | cent | of dols. || of dols. | cent || of dols. | cent
1 228 228 1
2 279 1 780 279 1 1,059 4
3 280 1 1,086 280 1 1,348 5
3 283 1 1,088 283 1 1,269 5
3 3567 lﬁ 1,177 357 1411 1,834 []
3 432 1 1,285 433 1411 1,607 []
3 437 14| 1,283 437 1411 1,720 ]
3 514 2 1,369 514 2 1,883 7
3 593 2 1, 466 593 2 2,049 7
3 598 2 1,470 598 2 2,088 7
3 680 21| 1,559 680 2;2 2, 239 8
3 762 2;2 1,648 762 2 2,410 8
3 768 2 1, 660 768 21| 2,428 8
3 853 3 1,752 853 3 2, 605 9
) 939 ) 1,845 939 3 2,784 9




SUPPLEMENTAL VIEWS OF MR. KNUTSON

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

1. It is obvious from the provisions of this bill that it cannot be
made effective for several years, hence it will be a bitter disappoint-
ment to those who have looked hopefully to this administration for
immediate relief.

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

3. The age limit of 65 is too high to give the needed relief. The
limit shoulg be fixed at 60, which would help' the unemployment
situation materially and at the same time care for a large number
now out of work and who by reason of age are unemployable.

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

5. The administering of this law will result in discrimination.
People living in States that are bankrupt, or nearly so, will receive
absolutely no benefits from this legislation. These people must be
taken care of by the National Government.

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

7. Many small concerns having 12 or 15 employees would "dis-
charge enough employees to exempt them from the payment of the
pay-roll taxes which would yet further aggravate the unemployment
situation. '

8. The proposal to establish a new bureau to administer this law
is indefensible and a needless expense to the taxpayers. In the
interest of economy the administration of the law should be vested
in the Veterans’ Administration, which is equipped to handle this
activity,

HaroLp KNUTSON.
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Calendar No. 661

T4t CoNuRrEss SENATE Rerort
1st Session No. 628

THE SOCIAL SECURITY BILL

MAy 13 (calendar day, May 20), 1935.—COrdered to be printed

Mr. Harrison, from the Committee on Finance, submitted the
following

REPORT

[To accompany H. R. 7260]

The Committee on Finance, to whom was referred the bill (H. R,
7260) to provide for the general welfare by establishing a system of
Federal old-age benefits, and by enabling the several States to make
more adequate provision for aged persons, dependent and crippled
children, maternal and child welfare, public health, and the adminis-
tration of their unemployment compensation laws; to establish a
Social Security Board; to raise revenue; and for other purposes, Having
considered the same, report favorably thereon with amendments and
recommend that the bill do pass.

Part I. GENERAL STATEMENT
CONTENTS OF THE BILL

Title I. Grants to States for Old-Age Assistance
II. Federal Old-Age Benefits
III. Grants to States for Unemployment Compensation
Administration
1V. Grants to States for Aid to Dependent Children
V. Grants to States for Maternal and Child Welfare
VI. Public Health Work
VII. Social Security Board
VIII. Taxes with Respect to Employment
IX. Tax upon Employers of Four or More
X. Grants to States for Aid to the Blind
XI. United States Annuity Bonds.
XII. General Provisions
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As the titles of the bill indicate, it consists of a series of related meas-
ures designed as a unified, well-rounded program of attack upon the
principal causes of insecurity in our economic life. These measures
may be divided into five broad fields: (1) Old-age security, (2) un-
employment compensation, (3) aid to dependent children, (4) public
hesﬁth measures, and (5) aid to the blind. )

The principal causes of destitution and want of millions of American
families, forcing them to rely upon public charity for an existence,
are well known. They are unemployment, dependency in old age,
loss of the wage earner of the fam 1.F1 , and illness. Upon these major
causes of dependency this bill makes a unified attack. Each measure
is closely related to the others, and together they constitute a broad,
practicable plan to safeguard the security of the American family.

The pressing need for social security legislation at this time is
apparent on every hand. For the last 5 years we have been paying
a frightful cost of insecurity in the toll of human suffering, weakened
morale of our people, and mounting public expenditures for public
charity. So far in the depression we have taken emergency steps,
designed to relieve distress, and to take care of the immediate sitya-
tion. The time has come for a comprehensive, constructive program
to avoid the repetition of such a disaster in the future. The founda-
tion for such a program is laid in this bill.

HISTORY OF THE LEGISLATION

Nearly a year ago, on June 8, 1934, the President, in a message to
the Congress, anneunced his intention to present at this session of
Congress a program for social security. Shortly afterward, by
Executive order, he created the Committee on Economic Security,
consisting of the Secretary of Labor (chairman), the Secretary of the
Treasury, the Attorney General, the Secretary of Agriculture, and the
Federal Emergency Relief Administrator. This committee was in-
structed to study the whole aspect of insecurity in our economic life,
and fo make recommendations. Since that time the Committee on
Economic Security has carried- on extensive studies of the various
problems involved, assisted by a staff of specialists and by 14 ad-
visory groups of citizens, representing the various interests of
society in security legislation. The Committee had the advice
of many outstanding citizens of broad experience and expert informa-
tion in the several aspects of the problem.

On January 17 of this year the President transmitted to both
Houses of Congress the unanimous report of the Committee on Eco-
nomic Security, with a message endorsing the recommendations made
therein. Identical bills incorporating these recommendations were
introduced in both Houses, upon which the Ways and Means Com-
mittee of the House and the Senate Finance Committee held extended
public hearings in January and February. At these hearings repre-
sentatives of all interests concerned were given a full opportunity to
present their views. The published hearings of the Finance Commit-
tee of the Senate upon this measure contain some 1,350 pages of
printed testimony, and the hearings of the Ways and Means Com-
mittee of the*House are of similar length. For more than 4 months
this measure has been under active consideration in both Houses of
Congress. Few legislative measures have ever received such thorough
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and extended consideration. H. R. 7260, passed by the House on
April 19 of this year, is herewith reported with the following prinicpal
changes:

1. gA new title has been added (title X) to provide Federal aid to the
States for the blind.

2. A new title has been added (title XI) to authorize the issue of
voluntary Federal old-age annuity bonds by the Treasury. This
measure is designed to enable persons not covered by the system of
Federal old-age benefits to build up old-age annuities.

3. Section 202 in title II is amended to make retirement from
regular employment a condition for payment of old-age benefits.
This will eliminate the anomaly that employees over 65 may draw
old-age benefit while earning adequate wages in full-time employment.

4. The grants-in-aid to the States for aid to dependent children
has been placed under the Children’s Bureau, instead of the Social
Security Board. The Children’s Bureau is the agency of the Gov-
ernment concerned with matters relating to children.

5. The Social Security Board has been placed under the Depart-
ment of Labor, instead of being created as an entirely independent
agency. The reason for this change is the close relationship between
the functions of the Social Security Board and those of the Labor
Department. This type of legislation the world over is almost
invariably under the direction or supervision of the labor department
or its equivalent. By placing the Social Security Board under the
Labor Department, considerable saving in administrative costs may
be anticipated. The committee regards it as inadvisable to create
new independent agencies, particularly where their functions are
closely related to the major functions of an existing department.

6. The coverage of the tax upon employers in title IX has been
changed from employers having 10 or more employees, within 20
weeks during the year, to 4 or more employees, within 13 weeks during
any year. This change has been made to avoid substantial adminis-
trative problems in connection with employers who may attempt to
avoid the tax, and also to extend its coverage.

7. The requirement that State unemployment compensation funds
shall be of the ‘“pooled”’ type, in which all funds are mingled and un-
divided, as a condition to qualify for the credit against the Federal
tax under title IX, has been stricken. This will permit States to
enact whatever type of unemployment compensation law they desire.

8. Two new sections have been inserted (909 and 910) to give addi-
tional credit to employers who, under State laws, are permitted to
lower their rates of compensation because of favorable employment
experience. These sections are designed to permit States to give an
incentive to employers to stabilize employment.

FEDERAL AIDS TO THE STATES

The bill grovides Federal aid to the States for old-age assistance
aid to the blind, aid to dependent children, for maternal and child
welfare, for the extension of State public-health services, and for
vocational rehabilitation. The amount and conditions of these
aids to the States are summaried in table I. A detailed discussion of
the need for each of these aids is given in the following pages.
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It may ‘be pointed out that these provisions impose only a:few,
reasonable, minimum rec}uiremenps upon the States, and give recog-
nition to the principle of State rights. The supervision given to the
Federal agencies in charge has been carefully circumscribed so that
there may be no unreasonable encroachment upon the States from
Washington. Less Federal control is provided than in any recent
Federal aid law. The conditions provided in the bill deal with such
matters as the requirement of State matching, financial participation
by the State government, the submission of reports, and residence
requirements. These conditions are entirely appropriate and are,
in fact, essential if the Federal Government 1s to bear a part of the
burden.

OLD-AGE SECURITY

During the depression period the country has become keenly con-
scious of the problem of providing security for aged people who are
without adequate means of support. Dependency in old age is a
hazard which faces everybody. A man who reaches age 65 can look
forward in the average case to a life of 12 more years; a woman at
that age to 15 more years. This is a long period of time, during which
normally there is hittle or no income from labor. To provide an
income of only $25 per month from age 65 on, a man must have
accumulated $3,300, and a woman $3,600 on reaching this age.

The great majority of the old people do not have accumulations of
this amount. Of all men and women over 65 at least one-half are
financially dependent upon others. The great majority of these are
now being assisted by their children, other relatives, or friends.
We think that children who are able to do so should continue to sup-
port their aged parents and the legislation we are proposing is framed
with this thougﬁt in mind.

There are, however, many aged people who are dependent upon the
public for support. The number of such people has greatly increased
during the depression, because of the exhaustion of savings, unemploy-
ment, and reduced incomes among the children. There are at this
time approximately 1,000,000 men and women over 65 years of age
who are dependent upon the public for support. In the fall of 1934
there were over 700,000 men and women of this age who were in
receipt of emergency relief, and this number has probably been
increased since.

It was never intended that emergency unemployment relief should
be given to old people many of whom have not been employed for
years and who have very little prospect of ever again getting regular
employment. Emergency relief is not suited to the situation of people
who will remain dependent upon the public for such a long period as
is the case of needy old folks.

World experience has demonstrated that the best way to provide
for old people who are dependent upon the public for support is
through old-age assistance (popularly called *“old-age pensions”).
Foreign countries have had old-age pensions for many years. In this
country the first State old-age pension law was enacted in 1923, and
by thls time there are old-age pension laws in 33 States, plus the Terri-
tories of Alaska and Hawaii; 5 of these laws were enacted this year,
and no less than 14 in either 1933 or 1934. All of these laws grant
assistance (pensions) to old people in need who are dependent upon
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the public for support and are not being cared for in public institutions.
The amount of the pension grants varies with the needs of the indi-
vidual and his income from other sources. In nearly all States there
are maximum limitations, the most common being $30 per month, or
$1 per day, less any other income of the pensioner. The minimum
age for pension grants is either 65 or 70, and all States prescribe mini-
mum residence requirements which now range from 5 to 35 years,

TasLE II.—Operation under State old-age penston acts during 1934

Monthly pension
Numbe N;zmber
umber | of pen-
State Funds supplied by— | of eélgxble siollers, d“i‘sl:)lgrus?d Maxic | Aver-
g end of age
1034 e | Paid,
payable 1034
Arizona '. ... 9,118 1,820 $427, 527 $30.00 | $19.56
California. d 210,379 19, 619 4,288, 508 30.00 20. 25
Colorado I___ 61, 787 10,008 | 1,043,120 30. 00 8.69
16, 678 1,583 193, 231 25, 00 9,91
22,310 1,712 138, 443 25.00 28,85
138, 426 23,533 | 1,134,250 15. 00 4.50
184, 239 4, 589 121, 636 25. 00 13.25
84,252 ||l 20.83 f_._____.
69,010 |______.__ | ____. 30.00 {..___.__
92,972 7 30.00 24.43
156,590 | 321,473 |3 5,628,492 (4) $21.84
148,853 , 857 103, 180 30.00 9.99
94, 401 , 334 560, 254 30. 00 10.77
14,377 2,780 177,428 25. 00 5.32
86, 194 604 8,762 20. 00 10. 62
4, 814 7 1, 552 30. 00 18.48
New Hampshire__. . d - 25,714 51,423 6 298, 722 32.50 | 919.06
New Jersey_.._.__ 112, 594 11, 401 1,773,319 30. 00 12. 96
New York._____ d 373,878 51,834 | 12,651,008 O] 2. 36
North Dakota._. 3,014 12. 50 .69
hio oo 414, 836 6, 543 1,434,418 25. 00 14. 45
Oregon !. . ...______ 39, 133 8,525 639, 206 30. 00 10. 64
Pennsylvania I._____ 289, 705 18, 261 386,717 30. 00 21.18
D, 22, 665 902 86, 415 25. 00 7.97
Washington 1. _. 101, 503 1,378 99, 136 30. 00 5.95
West Virginia___ d 73,043 1. . 30.00 ___.___.
Wisconsin_..__ - - 112,112 11,969 2 305, 707 30,00 | 218.75
8,707 706 81,818 30. 00 9. 68
2,998,570 | 230,832 | 31,620,509 |____..___. 15. 50
2,935 454 108, 485 35. 00 25.00
7,638 354 27,427 15. 00 7.06
3,009, 143 231,630 | 31,804,418 | ___._._.. 15.50
1 Figures for 1934 are preliminary only. 4 No limit.
2 Data are for 1933, s Data are for Dec. 1, 1934.
3 Year ending Mar. 31, 1934, 8 Data are for September 1934.

Source: U. 8. Bureau of Labor Statistics and Committee on Economic Security.

The number of people in receipt of old-age pensions under these
State laws has been increasing rapidly. At the end of 1933, according
to information gathered by the United States Bureau of Labor
Statistics, there were 115,000 old-age pensioners in this country; in
October 1934, as indicated through responses to a questionnaire of
the Committee on Economic Security, 180,000 pensioners; at the end
of 1934, again according to the Bureau of Labor Statistics, 231,000.
This increase has occurred despite financial difficulties which have
confronted many State and local governments. In 3 States which
had old-age assistance laws in 1934, no pensions at all were paid in
that year; in 7 other States the laws were operative only in certain
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counties. In many more States the grants were entirely inadequate,
although very generally the old-age pension allowances exceed those
to old people on emergency relief.

Even with the increase in the number of pensioners under the State
old-age pension laws, there are still three times as many men and
women over 65 years of age on emergency relief as are in receipt of
old-age pensions. Under the announced policy of the Federal Govern-
ment, responsibility for all of the old people on relief, as well as all
other unemployables, is to be turned back in the near future to the
State and local governments. Many States will not be able to carry
this burden unassisted.

To meet this situation, it is proposed in title I of this bill that the
Federal Government shall aid the States in providing old-age pensions
to men and women over 65 years of age who are dependent upon the
public for support. The Federal Government will match the ex-
penditures of the States for this purpose, but with the limitation that
its grant will not exceed $15 per person per month. This does not
limit the States to a pension of $30 per month.

A few conditions only are prescribed which the States must meet
in order to receive Federal aid for old-age pensions. These conditions .
-are detailed in table I and also in part II of this report. They do not
involve dictation by the Federal Government, but only establish
standards which will make it reasonably certain that the States are
honestly trying to meet the problem of the dependent aged. - The
administration of the pension grants is left to the States, as is their
amount.

Provision for the people who are now old and dependent upon the
public for support is‘the first essential in old-age security. It will not,
however, solve the entire problem. The cost of free pension systems
the world over has tended to increase rapidly and in course of time
has necessitated the establishment of contributory annuity sys-
tems. Free pensions, moreover, have tended to discourage thrift, and,
while better than institutional care of old people, clearly have some
undesirable effects.

Both the number and the percentage of the old people have been
increasing in each census period. This tendency is almost certain to
continue for some decades. With the increase of life expectancy,
decrease in birth rates, and decline in immigration, this country is
rapidly approaching the condition of a stationary population, in
which the percentage of the old people will be very much larger than
it has been heretofore. At this time there are approximately 7,500,000
people over 65 years of age. Population statisticians estimate that
this number will be doubled by 1970 and nearly trebled by the end
of the century. In place of 5.4 percent of the population who were
in this age group in 1930, it is estimated that more than 10 percent
will be in this age group in 1970 and nearly 12.7 percent by the end
of the century.

In addition to the increase in the number of the aged, we must
anticipate an increase in the aged who will be dependent upon the
public for support. This tendency is likely to become more marked
during the next decades, since so many og the people who are past
middle age have lost both their savings and their employment and
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are not likely to be able to build up adequate provisions for their old
age in the few remaining years of the active period of their lives. It
has been the experience everywhere that the percentage of the aged
who qualify for old-age pensions on a needs basis increases rapidly.
In accordance with this experience, the actuaries of the Committee on
Economic Security have estimated that if no other provisions are
made for old age than the pensions contemplated in title I, the total
cost of such pensions to the State, Federal, and local Governments
by 1940 will approximate $800,000,000; by 1960, $2,000,000,000; and
by 1980, $2,600,000,000. These figures assume a final dependency rate
of only 50 percent of all men and women over 65 years of age and
average pension grants of $25 per month.

It is very probable that if no other provisions are made for the
security of the aged, the actual costs of free pensions from general
public taxes will be much greater than even these estimates indicate.
There is already a wide-spread demand in this country for free
pensions to all old people, regardless of their needs, and also sentiment
for payment of all pension costs by the Federal Government, without
any requirement for State matching. There is serious danger that
if only title I is enacted, this country will, before long, adopt the
principle of free pensions for all old people, to be paid for from general
taxes. Such a system would involve costs far exceeding any of the
figures mentioned, and would bring with it evils of the most serious
character, with much greater burdens upon industry than anything
that is proposed in this bill.

In view of the growing number of the aged, the great cost which
title I is almost sure to entail in future years, if no other provisions
are made for old-age security, and the desirability of providing old-
age security as a right and not as public charity, this bill proposes
also inauguration of a system of Federal old-age benefits, computed
on a reserve basis. Under this system it will be possible to pay
annuities which will provide something more than merely reasonable
subsistence. The benefits to be paid are related to the wages earned,
but there are adjustments favoring the lower paid employees. The
minimum monthly benefit payable is $10, and the maximum, $85.
A detailed tabular summary of the proposed system of Federal
benefits is given in table III.

TasLe HI.—Summary of provisions relating to Federal old-age benefils under title 11
FEpErAL OLp-AGE BENEFITS
COVERAGE (SEC. 210(b))

0Old-age benefits are to be paid to all employees based upon wages received in
employment in any service performed within the United States, Alaska, and
Hawali, or upon vessels documented under the laws of the United States, except:
. Agricultural labor.
. Domestic service in a private home.
. Casual labor not in the course of employer’s business.
. Employees of the United States Government.
. Employees of a State or political subdivision.
. Employees of institutions operated for religious, charitable, scientific,
literary or educational purposes, or for the prevention of cruelty to
children or animals, and which are not operated for profit.

O Otk QOB M=
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Tabre IIl.—Summary of provisions relating to Federal old-age benefits under
title II—Continued

FepErAL Owp-AgeE BENEFITS—Continued

CONDITIONS TO GUALfFY FOR RECEIPT OF OLD-AGE BENEFITS (SEC. 210C)

1. At least 65 years of age and not regularly employed.

2. Not less than $2,000 total wages received after title becomes effective
and before age of 65.

3. Wages were paid to him on some day in each of 5 years after title
becomes effective and before age of 65.

Nonqualified individuals upon reaching age of 65 are paid a lump sum
equal to 3% percent of the total wages paid after title become effective
(sec. 204a).

OLD-AGE BENEFIT PAYMENTS (SEC. 210(c))

1. Date first payable January 1942.
2. The amount of the monthly benefits payable is determined as follows:

Percent

of total

Total wages received after Dec. 31, 1936, and prior to age 65, in covered employment (not count- | wages

ing wages in excess of $3.000 for any calendar year) paid as

monthly

benefit
First. _ - —--- $3,000 14
Neoxt...... 42,000 Yia
All over_ I 45,000 278

Minimum monthly benefit, $10; maximum, $85,

ILLUSTRATIVE MONTHLY BENEFITS

Years of employment

Average monthly salary (dollars)
10 20 30 40
B0 o o e e e m e eeemem $17.50 | $22. 50 | $27.50 2. 50
100_ . 22.50 1 32.50 | 42.50 51.25
280 e 27.50 42.50 | 53.76 61.25
200__ ... 32.50 | 51.25) 61.25 71.25
250__ 37.50 | 56.25 | 68.75 81.25

DEATH PAYMENTS (SEC. 203)

If an individual dies before age 65, his estate receives a payment equal to 3%
percent of his total wages received after December 31, 1936. If he dies after 65,
his estate receives the same amount less any benefits paid to him during his life-
time.

FEDERAL ADMINISTRATION

Old-age reserve account created in the United States Treasury to which there
is authorized to be appropriated each fiscal year after June 30, 1937, an annual
premium sufficient to provide for required payments under the title. The ac-
count draws interest at 3 percent (sec. 201).

Social Security Board determines qualifications and amount of benefits payable.
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TasLE IV.—Estimated appropriations, benefit payments, and reserves under title 11

{In millions of dollars]

ADDIO- | reerest | Bemefit | Balance
TFiscal year ending June 30— png)trion on pay- in

reserve reserve ment: reserve

0 1.9 253.7

7.6 7.2 767.5

23.0 14.5 1,299.5

38.8 22.0 1,973.6

59.2 20.7 2,810.3

84.4 52.8 3,656.6

109.8 94.2 4,642.1

139.3 142.9 5,765. 1

173.0 191.2 6,883.9

206. 5 249.2 8,132.7

243.9 314. 6 9, 509. 2

285.2 377.4 10, 877.0

326.3 442.1 12, 382. 4

371.5 505. 5 14,031. 7

615.8 887.8 22,115.7

844.2 1,379.9 29, 543. 9

1,040.9 1,844.0 35,898.5

1,210.9 2,303.5 41,366.7

1,341.8 2,872.1 45,368, 3

1,406.0 3,5611.3 46,942.7

The benefits payable in the early years of the operation of title II
will not in all cases be adequate to avoid the necessity of pensions
under title I. In such cases a supplemental pension may have to be
granted by the States, but this will be reduced by the amount of the
old-age benefits paid under title II. Tun later vears it should be verv
rare that any one who is paid an old-age benciit under title II will also
need an old-age pension. Through the enactment of title I1 the cost
of the Federal aid under title I in future years will be reduced by at
least one-half. Because not all old people will be eligible to benefits
under title I, the old-age assistance grants will have to be continued,
but the total costs will be very much less than they would be if title
II did not come into effect practically simultaneously. ‘

A considerable part of the population, however, 1s outside of title
II. Included in this excluded group are all agricultural workers,
domestic servants, employees of charitable, educational, and religious
organizations, all self-employed persons, farmers, professional people,
and proprietors and entrepreneurs. These groups include almost half
of all persons ‘‘gainfully occupied” as this term is used in the United
States Census. Many of these people will not be so greatly in need
of old-age assistance as the industrial workers to whom title II is
applicable, but large numbers are likely to be dependent upon the
public in their old age.

To reduce the cost of free pensions for these groups in the popula-
tion we deem it desirable that the bill should include provisions for
annuity bonds to be issued by the Treasury. We submit such provi-
sions in the new title XI. Recommendations for annuity bonds were
made by the Committee on Economic Security and included in the
original economic security bill. They were eliminated, however, in
the bill passed by the House. We rccommend that provisions to this
effect be restored.

Under title XI it will be possible for people of comparatively small
means who are outside of the scope of title II to make provisions for
their old age. We believe that annuity bonds such as are provided
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for in this title will not prove seriously competitive with private in-
surance companies. Insurance companies do not now sell any con-
siderable number of commercial annuities to individuals in small in-
stallments. People of small means are practically outside of the
commercial annuity field. The maximum annuity authorized under
title XI will be $100 per month and it is not contemplated that the
Government will have any sales organization. Scveral leaders in
the insurance field have publicly stated that they believe that the
Social Security Act will have the effect of increasing the annuity
business of the insurance companies, just as the enactment of the
War Risk Insurance Act increased the sales of life insurance.

A further important change in the parts of this bill dealing with old-
age security which we recommend is the amendment to section 202
to the effect that old-age benefits shall be paid only to employees over
65 years of age who are no longer regufarly employed. This was

rovided in the original bill but as the measure comes to the Senate
1t permits payment of old-age benefits to workers who have reached
age 65 but who still continue in regular employment. This is an
anomaly which we believe should not be permitted. There is no need
for payment of old-age benefits to employees who continue in employ-
ment. This feature of the House biﬁ materially increases the costs
and would have necessitated additional taxes in future years. The
amendment we suggest to section 202 will prevent anyone from
drawing an old-age benefit while regularly employed. This will
reduce the costs under title II by many millions of dollars in the
course of the decades.

UNEMPLOYMENT COMPENSATION

As has been so very evident in the trying years of the depression,
unemployment is the most important single cause of dependency.
It is a hazard which confronts all industrial workers, although it does
not affect all of them alike.

From 1920 to 1930 there were at all times an average of at least
1,500,000 industrial workers in this country who were mvoluntarily
unemployed. In the main, the unemployment which existed at that
time was of relatively short duration, being due principally to personal
and seasonal factors. But even in the ‘““twenties’’ there were many
workers who lost out through changes in technique and market
demands and who suffered long periods of unemployment.

But it is in periods of depression that unemployment is most serious.
Spread over the whole period of the business cycle from the beginning
of 1922 to the end of 1933, the best available statistics indicate that
unemployment among the industrial workers of this country averaged
15 percent, but 65 percent of the total unemployment in these 12 years
occurred in the 4 years of 1930 to 1933. Of all urban families on relief
more than 90 percent have become dependent upon the public for
support because the breadwinner or all breadwinners in the family
are without work.

Unemployment compensation (more commonly but less accurately
called unemployment insurance) 1s a device developed through world
experience, which has great value as a safeguard against the hazard
of unemployment. KEighteen countries now have nation-wide un-
employment insurance systems; 9 of them are on a compulsory basis
and the other 9 are voluntary systems subsidized by the Govern-
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ment. According to the latest available figures, more than 42,000,000
workers have the protection of unemployment insurance, principally
in the countries with compulsory laws. No country which has ex-
perimented with unemployment insurance, except Russia, has ever
abandoned it. The tendency has ever been to extend its scope. At
this time unemployment compensation is under consideration in
Canada as well as in this country.

In the United States there has been considerable interest in un-
employment compensation since the depression of 1920-21. Bills
for unemployment compensation have often been introduced in
American legislatures, but until 1932 all of them were defeated, prin-
cipally on the &rgument that no State can afford to handicap its
employers in competition with those of other States. In 1932
Wisconsin enacted an unemployment-compensation law which became
effective for the collection of contributions on July 1, 1934. This
year four additional States have already enacted unemployment-
compensation laws in anticipation of Federal action, namely, Wash-
ington, Utah, New York, and New Hampshire. Unemployment
compensation bills are pending in nearly all legislatures still in session
and special commissions have been created to study this problem in
several States whose legislatures have already adjourned.

The essential idea in unemployment compensation is the creation of
reserves during periods of employment from which compensation is
paid to workmen who lose their positions when employment slackens
and who cannot find other work. Unemployment compensation
differs from relief in that payments are made as a matter of right, not
on a needs basis, but only while the worker is involuntarily unem-
ployed. In all compensation systems the period during which com-
pensation is payable is limited in some relation to the previous period
of employment. Invariably there is a waiting period immediately
following unemployment during which no compensation is payable.
Thereafter compensation is paid at a stated percentage of the previous
wage, customarily with both a minimum and a maximum rate. Pay-
ment of compensation is conditioned upon continued involuntary
unemployment. Beneficiaries must accept suitable employment
offered them or they lose their right to compensation. After a
specified period of time the compensation is discontinued in any
event.

(As an illustration, the law enacted in New York this year pro-
vides a waiting period of 3 weeks, after which compensation is payable
at the rate of 50 percent of the previous full-time wages of the employee
but with 2 minimum compensation of $5 a week and a maximum of
$15 per week. One week of benefits are payable for each 15 days of
previous employment, with a maximum limit of 16 weeks of benefits
during any year.)

Such unemployment compensation is not a complete safeguard
against the hazard of unemployment. In periods of prolonged de-
pression many workmen will exhaust their compensation benefits
before they find other employment. This will hold true of some work-
men even in periods of prosperity. Supplemental to unemployment
compensation there will still be need for work relief for those whose
compensation rights have been exhausted, as well as for workers who
are outside of the compensation system.
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But unemployment compensation does have real value for many
workers. In normal times most workers will secure other employ-
ment before exhaustion of their benefit rights. Very recent British
reports indicate that even during the present period of depression
something like 55 percent of all insured workmen who have become
unemployed have found other work within 3 months. For the great
bulk of industrial workers unemployment compensation will mean
security during the period following unemployment while they are
seeking another job, or are waiting for a return to their old position.
In most cases the compensation they will receive will be all that they
will need. While unemployment compensation will not do away
entirely with the necessity for relief, it should very materially reduce
the costs of relief in future years.

Unemployment compensation is financed the world over through
contributions measured as a percentage of pay roll. These contribu-
tions are required either from the employers alone, the employers and
employees, or the employers, employees, and the State. While pay-
roll contributions of this kind have sometimes been called ‘‘sales
taxes’’ they are no more sales taxes than premiums paid for workmen’s
compensation insurance, which likewise are always measured on a
pay-roll basis. Sales taxes are taxes upon consumption for the
general support of Government, and are wholly unlike pay-roll
contributions for unemployment compensation. Partial compensa-
tion during a relatively short period following unemployment, while
s workman is seeking other employment or waiting to return to his
old job, is very properly to be regarded as a part of the legitimate
costs of production, to be paid for by the consumers.

This bill does not set up a Federal unemployment compensation
Eystem. What it seeks to do is merely to make it possible for the

tates to establish unemployment compensation systems and to
stimulate them to do so. This objective is carried out through
grants-in-aid to the States (in title III) for the administration of
unemployment compensation laws and through the imposition of a
uniform pay-roll tax on employers (in title IX) against which a credit
is allowed for contributions made by them to unemployment com-
pensation funds set up pursuant to State law.

The rate of the Federal tax is 1 percent for the year 1936, 2 percent
for 1937, and 3 percent in 1938°and thereafter. No tax will actually
be payable, however, until 1937. Against the tax a credit is allowed
up to 90 percent of the tax for contributions to State unemployment
compensation funds, which are established under laws which meet
the conditions prescribed in section 903. These conditions do not
prescribe what sort of unemployment compensation laws the States
shall enact; they are intended merely to make certain that the
States actually have unemployment compensation laws, rather than
mere relief measures. In States which have genuine unemployment
compensation laws the employers can present as a credit against the
Federal tax the contributions which they have made to the unem-
ployment compensation funds of these States. This credit, however,
15 allowed only up to 90 percent of the Federal tax, 10 percent being
payable into the Federal Treasury in any event.

This tax offset device is modeled after the provision in the Federal
estate-tax law, under which a credit is allowed up to 80 percent of
the Federal tax for amounts paid under State inheritance-tax laws.
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With a uniform tax and this offset device, employers in all States will
be put in an equal competitive position. No State can gain any
advantage through failing to establish an unemployment compensa-
tion system. This provision will equalize competitive conditions and
thus enable States to enact unemployment compensation laws without
handicapping their industries.

The interest throughout the country in unemployment compensa-
tion is such that it is to be expected that nearly all States will enact
unemployment compensation laws within a very short time. Five
States already have such laws and in 10 or more States the legislatures
are still in session and are prepared to act upon this subject as soon
as the Federal bill has become law. In other States action can be
taken in special sessions to be held later in the year. That this
involves no great hardship is indicated by the fact that in 1933, 35
States had special sessions of their legislatures, and 32 in 1934.

Except for a few standards which are necessary to render certain
that the State unemployment compensation laws are genuine unems-
ployment compensation acts and not merely relief measures, the
States are left free to set up any unemployment compensation system
they wish, without dictation from Washington. The States may or
may not add employee contributions to those required from the
employers. Of the 5 States which have thus far enacted unem-
ployment compensation laws, 2 require employee contributions,
and 3 do not. Likewise, the States may determine their own
compensation rates, waiting periods, and maximum duration of
benefits. Such latitude is very essential because the rate of unem-
ployment varies greatly in different States, being twice as great in
some States as in others.

Under the bill, as we recommend that it be amended, the States
will also have freedom of choice with regard to the type of unemploy-
ment compensation law they wish to enact. Three different types
are represented in the five laws thus far enacted. In the New York
and the Washington laws, there is a pooled unemployment insurance
fund, in which all contributions are commingled and from which pay-
ments of compensation are made to unemployed workmen without
reference to the employer for whom they work.

Utah and Wisconsin have unemployment compensation laws of the
individual employer account type. In these laws the contributions
of each employer are segregated, and payments of compensation
therefrom are made only to workmen of these particular employers
who become involuntarily unemployed. New Hampshire has still
another type, providing for a pooled unemployment insurance fund
from which all payments are made, but in which the employers’
contributions are segregated (for accounting purposes only) and
charged with their own costs, with a view toward readjustment of
the rate of contributions which these respective employers must make
to the pooled fund in accordance with their own experience. Under
the House bill, all States are required to have pooled unemployment
insurance funds. This would compel New Hampshire, Utah, and
Wisconsin to drop their present laws and start all over again. In
Wisconsin, it would require the return of the $5,000,000 collected
during the past year for unemployment compensation purposes to
the employers from whom collected, the workmen in that State losing
the advantages of these reserves already accumulated.
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There are good arguments to be made in favor of each of these
types of unemployment compensation laws. In accordance with the
entire spirit of the Social Security Act, we believe that the Federal
Government should not attempt to dictate to the States which type
of unemployment compensation law they should adopt. The amend-
ment we suggest to the House bill will eliminate all such dictation
and leave the States free to decide for themselves which type best
suits their peculiar conditions.

To effectively carry out this purpose, we propose, as a further
amendment, a provision that the Federal Government shall recognize
credits in the form of lower contribution rates which may be granted
by the States to employers who have stabilized their employment.
Provisions for such credits are included in the New Hampshire, Utah,
and Wisconsin laws. The Commiftee on Economic Security recom-
mended that such credits should be recognized in the Federal law,
subject to certain restrictions. The House eliminated this part of the
committee’s proposals, consistent with its determination to permit
only one type of unemployment compensation law,namely, the pooled-
fund type. As we deem it desirable to permit the States freedom of
choice in this respect, we also believe that the Federal law should
provide for recognition of credits allowed by the States to employers
who have regularized their employment. In his message dealing with
the subject of social security, the President urged that unemployment
compensation should be set up under conditions which will tend
toward the regularization of employment. All unemployment can-
not be prevented by any employers, but many employers can do
much more than they have done in the past to regularize employ-
ment. Everyone will agree that it much better to prevent unem-
ployment than to compensate it.

The same fundamental idea that unemployment compensation
should be set up under conditions which will tend toward the stabiliza-
tion of employment, rather than the reverse, underlies another im-
portant feature of the plan recommended—that of vesting in the
Federal Government the responsibility for the investment of all unem-
ployment reserve funds. This method of handling the reserve funds
was suggested by the President in his message of June 8, 1934, and
again In his social security message of January 17, 1935. It was
included in the House bill, and has not been changed by any amend-
ment that we recommend.

The plan contemplated is that contributions to State unemploy-
ment compensation funds, whether of the pooled or individual em-
ployer account type, shall be deposited in the United States Treasury
n a trust fund 1n which a separate account is to be maintained for
each State which has an unemployment compensation law. The
money so deposited is to be invested by the Treasury, and interest is
to be paid thereon at a rate equal to the average rate of interest borne
by all interest-bearing obligations of the United States, adjusted to
the multiple of one-eighth of 1 percent next lower to such average rate.
The Treasury may invest these funds either in outstanding oligations
of the United States or obligations which are guaranteed as to prin-
cipal and interest by the United States, or may issue special non-
negotiable obligations bearing the speciﬁed rate of interest. When
these reserve funds have to be liquidated, the Treasury does not
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necessarily have to sell the securities but can acquire them for the
United States, or, in the case of the nonnegotiable certificates, merely
cancel them as they are paid. The States can draw upon the un-
employment trust fund solely for unemployment compensation pur-
poses, but it is intended that they shall be able to get the amounts
standing to their credit as needed.

It is contemplated that the withdrawals will be rather large amounts,
the Treasury serving merely as the banker and trustee of the funds,
while the States will make the actual payments of compensation to
the individuals entitled thereto.

This method of handling the unemployment reserve funds recog-
nizes the fact that demands upon such reserve funds will vary greatly
with changing economic conditions. They will be drawn upon
most heavily in the early stages of depression. At such times, if the
reserve funds are not handled as required in this bill, it would be
necessary to sell the securities in which they are invested. In the
early stages of depression there is almost certain to be a glut in the
security market. If at such times it is necessary to sell the securities
in which the unemployment reserve funds are invested at any price
they will bring, considerable losses are almost certain to be sustained
and the net effect will be to increase the tendency toward deflation.
Had unemployment compensation been inaugurated in 1922 through-
out the country with a 3-percent contribution rate, the reserve funds
which would have been available when the depression set in in 1929
would have totaled at least $2,500,000,000. The dumping on the
market of such an amount in securities in a period when there is
already a pronounced tendency toward deflation, would offset any
open-market operations of the Federal Reserve Board to maintain
credit stability.

The plan provided in the bill avoids all of these difficulties. Securi-
ties will not have to be dumped on the markets in order that the
reserve funds may be liquidated. Instead of increasing the tendency
toward deflation, the handling of the reserve funds in the manner pro-
vided in the bill will make possible their use to promote stability,
When depression sets in, the funds can be liquidated without actual
sale of the securities on the markets, and, since they will be used to
pay compensation to unemployed workmen, the net effect will be to
maintain purchasing power without any offsetting effects toward
deflation.

The proposals relating to unemployment compensation, viewed
as & whole, are, we believe, practical and distinctly worth putting
into operation. The depression has demonstrated how very costly
it is to make no provisions for future unemployment. This country
has expended far more for unemployment relief during this depres-
sion than the total expenditures of all other countries that have
unemployment compensation systems during the entire time these
systems were in operation. Unemployment compensation will not
completely eliminate the necessity for unemployment relief. To the
extent, however, that unemployment reserves are accumulated, they
will reduce the necessity for relief. In normal periods, unemploy-
ment compensation will provide a sufficient safeguard for most of the
unemployment that will occur, and in depression periods, will very



16 THE SOCIAL SECURITY BILL

materially reduce the burden of relief costs. It will tend to maintain
purchasing power at times when most needed, and should encourage
the regularizatior. of employment. .

Unemployment compensation, under the plan we propose, will not
involve any impossible burdens on employers, or materially in-
crease costs to consumers. No Federal tax will be payable under
title IX until 1937, and the rate then will be only 1 percent of the
pay roll. The maximum rate under this title will be 3 percent, which
will not come into operation until the third year. Since this rate is
computed upon the pay roll, it affects only the labor item in the cost
of production. For all manufactured goods, the direct labor costs, as
shown by the Census of Manufacturers of 1933, averaged only 21
percent of the value of the manufactured products. The total labor
cost, including all stages of production and distribution, amounts to
less than two-thirds of the consumer’s cost. However, large groups
of workers (agricultural workers, employees in small establishments,
etc.) embracing approximately one-half of all gainful workers will not
be brought under unemployment compensation. This means that,
on the average, a l-percent contribution rate for unemployment
compensation purposes will increase costs to the consumers by onl
about one-third of 1 percent. Such small increased costs may weﬁ
be offset by reductions in costs brought about through regularizing
employment and maintaining the purchasing power of unemployed
workers.

The present is a most opportune moment for launching unemploy-
ment compensation in this country Not only is there great interest
in the subject, but with improving industrial conditions, there is
every prospect that considerable reserves can be built up in the next
years. While many workmen are still unemployed, the turnover rate
1n industry is now much less than in the best years of the past decade.
Should the establishment of unemployment compensation funds be
delayed, the reserves which will be available when the next crisis
comes will be correspondingly lessened and the burden of relief costs
increased.

Unemployment compensation in this country has been long delayed.
The principal explanation is that the States have not been able to
establish unemployment-compensation laws because, in doing so, they
would have been compelled to handicap their industries in competi-
tion with those of other States not having such laws. Under the plan
proposed in this bill, this handicap will be removed, and it will be
possible to set up unemployment-compensation laws through State
action.

SECURITY FOR CHILDREN

The heart of any program for social security must be the child.
All parts of the Social Security Act are in a very real sense measures
for the security of children. Unemployment compensation, for
instance, will benefit many children in the homes of unemployed
workers; and even old-age pensions and old-age benefits will in many
cases Indirectly aid children in families whose resources have been
drained for the support of aged grandparents.

In addition, however, there is great need for special safeguards for
many underprivileged children. Children are in many respects the
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worst victims of the depression. The relief census of October, 1933
disclosed that 42 percent of all persons on emergency relief were
children under 16 years of age, although this age group constitutes
only 31 percent of the total population. If this percentage still
holds good there are now above eight million children on emergency
relief. As the House Ways and Means Committee well stated:
“With so many children now growing up under the abnormal condi-
tions involved in relief and the many hardships created through the
depression, it is imperative that everything possible be done to offset
the demoralizing and deteriorating effects of the great disaster that
has befallen this country.”

Many of the children included in relief families present no other
problem than that of providing work for the breadwinner of the
family. These children will be benefited through the work relief
program and still more through the revival of private industry.
But there are large numbers of children in relief families which will
not be benefited through work programs or the revival of industry.

These are the children in families which have been deprived of a
father’s support and in which there is no other adult than one who is
needed for the care of the children. These are principally families
with female heads who are widowed, divorced, or deserted. A careful
estimate based upon surveys in many different communities indicated
that in the fall of 1934 there were above 350,000 families of this
character on emergency relief rolls, with above 700,000 children under
16 years of age included among their members.

With no income coming in, and with young children for whom
provision must be made for a number of years, families without a
father’s support require public assistance, unless they have been
left with adequate means or are aided by friends and relatives. No
less than 45 States have enacted laws to meet the particular needs of
such families. These are the mothers’ pension laws under which aid
is given to the dependent children on a basis similar to old-age
pensions. Through cash grants adjusted to the needs of the family 1t
1s possible to keep the young children with their mother in their own
home, thus preventing the necessity of placing the children in insti-
tutions. 'This is recognized by everyone to be the least expensive and
altogether the most desirable method for meeting the needs of these
families that has yet been devised.

But while 45 States have made provisions for mothers’ pensions,
there are at this time more than three times as many eligible families
on emergency relief as are in receipt of mothers’ pensions. In three
of the 45 States with mothers’ pension laws no such pensions were
paid in 1934. In many other States pensions were paid only in some
counties; in fact, mothers’ pensions are now being paid in less than
one-half of all counties in States which have mothers’ pension laws.
Where pensions are allowed the grants are often inadequate, the
average per month per family ranging from $7.29 in the lowest State
to $60.14 in the highest.
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TaBLe V.—Estimated number of families and children receiving aid with respect
to dependent children under State laws and estimated expenditures for this purpose

[Based on figures available Nov. 15, 1934]

Estimated present annual expenditures
Nm“ﬁ}’negsd I‘{’ﬁggnof for ald, local and State
Btate recelving | benefiting
ald | fomdld | gy Local State
Total 109, 036 280,565 | $37,487,479 | $31,621,957 | $5, 865,522
Alabama !
Arizona.__ 106 879
kansas )
alifornia 7,056 17,642
olorado 562 1,435
Connecticut.___ ... S, 1,271 3,276
Delaware. 348 856
District of Columbia ..o e __.. 209 720
Florida.. 2, 564 6,164
Qeorgiai.. —
Idaho. 230 619
Tlinois 6,217 14, 802
Indiansa. 1,332 38, 856
Towa___ 8,627 9,170
Kansas. _ 768 1,097
Kentucky... 137 356
Louisi 88 229
Maine 817 2,124
Maryland.__. 267 694
Massachusetts 8,939 11, 817
Michi 6,938 18, 039
Minnesota 8,597 9,152 1,138,176 1,138,176 | _____
Mississir?pi )
Misson 336 874 93, 440
Montana__ 839 1,969 213,623
Nebraska ' .- 1, 654 4,300 272,036
Nevada 200 520 44, 035
New Hampshire - 260 761 82, 440
New Jersey 7,711 18,789 2, 445, 564
New Mexico 3, .
New York 28,403 56, 524 11, 731, 176
North Carolina 314 947 58, 766
North Dakota_ _.oove e __ 978 2,644 238, 314
Ohio________ 8,923 24,470 2,116, 908
Oklshoma____. .. _____.._._______ 1,896 5,166 123, 314
Oregon.___ 1,040 2,259 247, 140
Pennsylvania. 7,700 22,587 3,107, 640
RhodelIsland____________.____________ 513 1,666 , 252
South Carolina t .- .
Bouth Dakota_______._____. . _._.__ 1,260 3,824 285, 986
Tennesses. _.. 241 627 71,328
Texas _ 332 43, 987
Utah___ 622 1,617 78, 651
Vermont - 206 46,976
- 138 545 33,876
Washington.___..__________.__ [ 3,013 7,834 619, 538
West Virginia - 108 1 16, 086
Wi n.._ 7,173 17,932 2, 180, 790
‘Wyoming - 95 279 22,204
1 No Btate law.
! Law not in operation.

Source: U. 8. Children’s Bureau.

There is great need for expansion in actual operation of the mothers’
%ﬁsmn laws and in many States for the liberalization of the pensions.
Vhen the Federal Government turns back to the States the respon-
sibility for the unemployables, the number of families for whom
mothers’ pensions should be provided will be more than doubled.
Many States will be unable, without some assistance from the Federal
Government, to assume this additional cost, with a net result of great
suffering and damage to the children in these fatherless families. It
18 for this reason that title IV proposes to inaugurate a policy of Fed-
eral grants-in-aid to the States based upon their expenditures for
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mothers’ pensions. These grants-in-aid are made under conditions
very similar to the grants for old-age assistance. Instead of equal
matching, however, the Federal Government under title IV will only
pay one-third of the total cost, subject to the maximum limitations
specified in section 403 (a). Tt is believed that this aid will prove
sufficient to bring about a substantial extension of the mothers’ pen-
sions. This program does not represent an attempt to dictate to
the States how they shall care for families of this character, but is
recognition of the fact that many States need aid to carry out the
policy which they have already adopted.

Another large group of children who stand in great need of protec-
tive measures are the homeless and neglected children. There are in
this country approximately 300,000 dependent and neglected children,
three-fifths of whom are cared for in Institutions, and the remainder
in foster homes. There are also about 200,000 children who annually
come before the courts of this country as delin uents, and there are
large numbers of other children requiring special care. As stated by
the House committee, these children.‘‘are in many respects the most
unfortunate of all chﬂdren as their lives have already been impaired.
To repair these damaged hves, as far as possible, and to keep these
children from becoming a permanent burden to society, child-care
services have been established in most urban centers, but in less
populous areas they are exceedingly limited or nonexistent.”” Public
child-care services now exist in less than 5 percent of all counties
whose population is less than 30,000. Such services are badly needed
in all communities. Expenditures for such services are very worth-
while, as they tend to reduce future costs of dependency and delin-
quency. To stimulate the development of these badly needed child-
care services, especially in areas which are predominantly rural, a
small amount of Federal aid (which does not have to be matched) is
authorized in title V.

Another provision in the same title gives Federal aid to the States
for the hospitalization and aftercare of crippled children. There are
from 300,000 to 500,000 crippled children in this country, among
whom the largest smole group consists of the victims of infantile
paralysis. Early treatment in many of these cases can restore
these children to an almost normal physical condition, while the
failure to provide such treatment will result not only in lifelong
physical impairment, but often in public dependency.

For many years, various private organizations have carried on a
most notable work for these crippled children, and the first State
hospital devoted to crippled children dates back to 1897. Within the
last decade there has been a great extension in the work for crippled
children financed from public funds. There are some appropria-
tions for this purpose in 25 States, and no less than 19 have State
hospitals in which crippled children are treated. The work done so
far, however, is small in proportion to the need. About 1 child in
every 100 is crippled, and only a small percentage of the crippled
children have thus far received timely treatment.

In title V the Federal Government undertakes to do its part for
these unfortunate children. It is not contemplated that the Federal
Government shall directly undertake hospitalization and treatment,
but_that it shall give aid to the States which are engaged in this
work. This aid is required to be matched and it is hoped will stimu-
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late many States which are not now doing anything for the crippled
children, to do work in this field. )

Another aid provided for in title V is for maternal and infant
welfare. The Federal Government extended aid for this purpose to
the States from 1922 to 1929. In that period all but three States
cooperated in this work. In 1928 the States appropriated a total of
$2,158,000 for infant- and maternal-welfare services. When the
Federal aid was terminated in 1929, most of the States increased
their appropriations from State funds, many of them making up the
entire loss of Federal aid. Since then, due to financial stress, the
appropriations have been greatly reduced, totaling in 1934 omly
$1,157,000. Nine States now do not work at all in this field and
many other States do very little.

The United States has a higher maternal death rate than nearly all
other countries. Childbirth 1s the second most important cause of
death among women in this country of the ages 20 to 45. Both
maternal and infant death rates have been decreasing, but principally
in parts of the country where there are adequate maternal and child
health services. Such services are far from adequate in many rural
counties. Prior to 1929 the infant mortality rate was lower in rural
than in urban districts, but since then the reverse has been true.
Within the last years, also, the maternal mortality. rate has been

eater among mothers residing in rural areas than among those

ving in cities.

As these facts indicate, there is great need for a revival of Federal
aid. What is contemplated is not merely the same type of service
which was given through Federal aid from 1922 to 1929, but a
program stressing particularly the rural areas and the smaller com-
munities. It is not contemplated that the Federal Government shall
directly engage in any of this work, but that it shall give aid to the
States for this purpose, particularly to develop adequate local services,
in cooperation with existing agencies.

VOCATIONAL REHABILITATION

There are somewhat more physically handicapped adults in this
country than handicapped children; many are handicapped from
birth or childhood, others become handicapped later in life as the
result of accident or disease. Many of these physically handicapped
people become a public charge or a heavy drain upon the resources
of relatives,

The most effective work that has been done for them is vocational
rehabilitation, which includes training for self-support and assistance
in finding employment. The Federal Government has given aid for
this WOI‘E since 1920, but heretofore only on a short-time basis. All
but three States are now cooperating in this work. About 70,000
physically handicapped persons have been vocationally rehabilitated
since this - work was inaugurated, but large as is this figure, there is
still great need for expansion of the service.

In recognition of the fact that vocational rehabilitation of the
thswally handicapped is essential to a reasonably adequate program
oI economic securlty, a permanent authorization for Federal aid for
this purpose is included in title V of this bill. The same provision
also authorizes an increase of approximately 50 percent over the pres-
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ent appropriation. This appropriation is required to be matched by
the States and expenditures are authorized only for the same purpose
as heretofore.

PUBLIC-HEALTH SERVICES

Everyone will recognize the close relationship between health and
economic security. Illness is one of the major causes of dependency
and represents one of the greatest sources of economic waste.

Notable progress has been made in reduction of death rates and
extension of life expectancy. This progress is due to many different
causes, among which public-health work is one of the major factors.
The decrease in death rates has been due more to the control of a
relatively small number of contagious diseases than to any other
cause and this control has been very largely developed through public-
health agencies.

Despite the very notable progress which has been made, prevent-
able deaths are still exceedingly numerous. There are 30,000 typhoid
fever cases in this country annually and 49,000 cases of diphtheria,
to mention only 2 diseases which are completely preventable.
There are over 50,000 deaths each year from infectious diseases,
which are largely, if not entirely, preventable. In the depression
period there has been a great increase in the need of public-health
services. Studies made by the United States Public Health Service
have disclosed a sickness rate in urban families which have suffered
the most severe loss of income, of 50 percent greater than that of their
more fortunate neighbors. In 1934, for the first time in many years,
the urban death rate in this country actually increased and that
without any serious epidemics.

Perhaps the greatest need for expanded public-health services, how-
ever, exists in rural communities. Only 528 of the more than 3,000
counties in the United States have full-time health officers, and in
many of these counties the service is inadequate in relation to the
population and the existing problems. Quite naturally, it is in the
poorer States that the greatest need exists for the expansion of public-
health service. Despite the increased need, appropriations for public
health have been reduced during the depression period by approxi-
mately 20 percent.

The Federal Government has long recognized that it has some
responsibilities for the health of the American people. It has often
made sizeable appropriations to combat epidemics and to provide
health services in emergencies. Since 1920 it has also given some aid
regularly to the States for their State and local public-health services.
Like other public-health appropriations, however, this aid has been
reduced during the depression.

The needs of the present situation require the development of a
comprehensive Nation-wide public-health program in cooperation
with the State and local public-health authorities. Particularly
necessary is the extension and strengthening of public-health services
in rural and other areas which are without adequate services of this
kind. To this end, greatly increased Federal appropriations are
imperative. As contemplated in title VI, these increased appropria-
tions should be devoted mainly to building up their State and local
public-health services. In the allotment of this aid, wide discretion



22 THE S0CIAL SECURITY BILL

must necessarily be vested in the Surgeon General of the United
States Public Health Service and the Secretary of the Treasury, since
health needs, particularly in relation to emergencies, are unpredictable.

AID TO THE BLIND

Title X is a new provision, which was not included in the bill as it
came from the House. This bill provides for Federal aid to match the
expenditures of the States for blind pensions. This aid is granted
under the same conditions as is aid for old-age assistance under title I.
The Federal aid is limited to a maximum of $15 per month in any case.
The administration of the title is vested in the Social Security Board.

The 1930 Census listed 63,489 people as be ing blind. The Census
Bureau itself, however, recognizes that this is an under-statement of
the number of people who are blind. In all probability there are not
less than 100,000 people in the United States who are blind in the
sense that they have no useful vision whatsoever.

The great majority of the blind falls in the older age groups. Of
all of the blind listed in the census, 28,113 were above 65 years of

e and 17,814 between 45 and 64 years of age. Nearly 45 percent
g% all of the blind were over 65 years of age, as contrasted with but
5.4 percent of the general population in this age group. Much blind-
ness is due to diseases which normally develop rather late in life.

Blindness is recognized by everyone to be one of the most serious
of physical handicaps. Partly because of the fact that blindness so
often develops late in life and also because of the relatively small num-
ber of occupations which are suitable to the blind, the great majority of
the people who are afflicted with blindness are dependent upon others
for support. Less than 15 percent of all blind people are reported in
the Census as “gainfully occupied”. Of those gainfully occupied only
a relatively small number are entirely self-supporting. While it is
very desirable that the blind should {e encouraged and assisted to
become self-supporting, it must be recognized that many will always
need assistance. Even younger blind people will frequently need
help; until they have established themselves.

In recognition of the need of the blind for assistance, 24 States have
enacted blind pension laws, twa of them this year. Data upon the
ogeration of these laws are given in table VI. With statistics avail-
able only from 18 States, it appears that in these States 22,861 persons
were in 1934 recipients of blind pensions. The total amount expended
for this purpose from State and local funds exceeded $5,000,000,
although the average pension grants were only $18.25 per month.

A reasonably adequate security program cannot ignore the blind.
Social work among the blind is important, but their greatest need,
particularly among those in the older age groups, is actual financial
assistance. Only one-half of the States are now providing such assist-
ance and many of these States only very inadequately. Through
Federal aid on the same basis as for old-age assistance, all States will
be enabled to make adequate provisions for the support of those of
the blind who are in need and dependent upon the public for support.



TasLe VI.—Data on the operation of blind pensions in the United States, 1934

Blind Amount disbursed A
ind popu- verage
Pensioners lation, 1630 pension Comments !
State County Total
United States_ . .- e 22,861 63, 489 $2, 471,604 $2,705,648 | 385,177, 252 4818.25

Alabama._ ___________ i) LA e e
AFIZODA. - oo e ccccae] 288 e e e
Arkansas__ ) ®) ®)
[9F:137 (579 411 S 857, 468 1,314, 936 32.86 | March 1935 data; annual disbursements com-

puted from March data. =
Colorado._ ... 75, 000 140, 000 15.47 | 53 out of 63 counties granting aid. as]
Connecticut . oo memmmcfeemcmcmmmeeen] BB || mam =]
Delaware_____ e e 10T e[
District of Columbia... ) IR (R ¢ v SOOI MO JI o
T <L TS S N -: 1 ) I - g
Georgia. - 16, 689 16, 689 15.12
Idahg. [ 1 IS €. ' 1 (o SR NP IS 21 out of 44 counties reporting. '.;
Tllinois ® 435, 800 732, 400 ®) Data for 29 counties for 1931-32. o
Indiana (enacted ip 1935) oo cecmcamo ool 2204 | mmsme e e ecccc oo
JOWB - oo oee e ean ® 235, 767 235, 767 ® Data for fiscal year 1933-1934. %
Kagsas._. 73 10,028 10,028 11.45 | 19 counties reporting, &
Kentueky.. - 384 42,209 42, 209 9.16 | 14 counties reporting out of 120. I=!
Louisiana___ 420 63, 000 63, 751 12,50 | 54 counties reporting. o
Maine___ 922 | 626 148,317 Joooeoiao.- 148, 317 13.33 =
Maryland .. . 30 3,013 3,013 8.37 | 4 counties reporting out of 24. H
Massachusetts - H
Michigan
Miunnesota. J - ™
Mississippi R
Missouri- - 4,336 | 3,879 e[ -
Montana - R - - ., A
Nebraska. 417 42,914 42,914 8.58 | 41 counties reporting out of 93.
Nevada. 3 910 910 25.28 | 4 counties reporting out of 17.
New Hampshire. 79 7,483 7,483 7.89 | & counties reporting out of 10.
New Jersey. 372 91, 091 92, 103 21.98
New MexiCo_ oo mmm e e em 607 [--- —_—
New York:

State excluding City. . occaeoaooon 710 4,418 | el 183, 670 183, 670 21.00
New York City. 1,490 i_____ 200, 000 200, 000 11.11

t Where no specific mention is made, data is for the end of 1934; 22 States had blind pension laws on Jan. 1, 1935; 24 on May 15, 1935.

* Number of pensioners for those 18 States with data available. i . .

3 Total amount disbursed for those 19 States with data available. Pennsylvania disbursements doubled to take into account the fact that only a half-year report is available,

:ﬁveﬁe pension for those 17 States with data available weighted according to number of pensioners in each State to total number in 17 States. o
0 data.
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TaBLE VI.—Data on the operation of blind pensions in the United States, 1984—Continued

Amount disbursed

: Blind popu- Average
Pensioners | ‘. tion, 1930 j pension Comments *
State County Total
North Caroling .- oo oo feemee 1,318 P -
North Dakota.._.._. R - b O FEOSU AR JUOUR SIS DR
Ohio_____. 5,152 4,154 |_ X 71 counties reporting out of 87.
Oklahoma. ... - 1,167 |- IS RSOy SRy DA UOUPR RN DSOS
Oregon_____ - 496 |___ —- -
Pennsylvania__._____ .. ______ 4,373 $651, 228 Data for 1ast 6 months of 1934,
Rhode Island. 347 f.... -
South Carolina_ 1,028 |_
South Dakota____.___.__ 253 |-
Tennesses._. 1, 540
2,606 |.
238 oo 3 counties reporting out of 29.
223
Virginia___._ 1,405 1 ____._.
‘Washington.__ 792 | oo 13 counties reporting out of 39; disbursements for
i R part of the yaar only.
West Virginia )T 20 DR U SR AN
Wisconsin..._.._._... * 1, 530 O] (O] (O] )
Wyoming (enacted in 1938) .. ocomo ool o_ i 2 [OOSR ISR RUN SO

¥ No data. .
Source: U. 8. Bureau of Labor Statistics and Committee on Economic Security. Data is preliminary and subject to revision.
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APPROPRIATIONS AUTHORIZED

Aside from amounts authorized for administrative expenses
(amounting to a sum in the neighborhood of $3,500,000), appropria-
tions authorized under this act for grants to the States amount to
$94,491,000 for the fiscal year 1936.

TaBre VII.—Appropriations authorized for granis-in-aid to the States (exclusive of
title I1I) for the fiscal year ending June 30, 1936

Old-age assistance _ _ _ _ . _ oo $49, 750, 000
Aid to dependent children_ _ .. . __ .. ______. 24, 750, 600
Maternal and child health_ _ __ . _________ . __. 3, 800, 000
Crippled children_ _ _ oo 2, 850, 000
Child welfare_ __ _ e 1, 500, 000
Vocational rehabilitation____ __ __ ___ __ __ . _ e __. 841, 000
Public health_ _ _ _ __ __ - 8, 000, 000
Aid to the blind - - _ L e e 3, 000, 000

Total . . €4, 491, 000

Note.—In future years the first two items and the last item will increase in
accordance with the increasing cost of old-age assistance aid to dependent chil-
dren, and aid to the blind.

In addition to these sums, there are authorized annual appropria-
tions to the old-age account, estimates for which are shown in table IV
of this report. There is also authorized an appropriation of
$4,000,000 for the fiscal year ending June 30, 1936, and $49,000,000
for each subsequent fiscal year to make the payments to States under
title III for the cost of administering their unemployment insurance
laws.

TAXES

Two types of taxes are levied in title VIII, namely, (1) an income
tax upon employees, and (2) an excise tax upon employers based upon
wages paid. The provisions of these taxes are summarized in table
VIII and the estimated number of employees covered and the reve-
nue receipts are given in the tables following.

Tasve VIII.—Summary of provisions relating to tazes under title VIII
COVERAGE (SEC. 811(b))

Employment in any service performed within the United States, Alaska, and

Hawaii, or upon vessels documented under the laws of the United States, except:

1. Agricultural labor.

Domestic service in a private home.

. Casual labor not in the course of employer’s business.

Employees of the United States Government.

. Employees of a State or political subdivision.

Employees of institutions operated for religious, charitable, scientific,
literary or educational purposes, or for the prevention of cruelty to
children or animals, and which are not operated for profit.

SO0

RATES (WAGES OF ANY INDIVIDUAL IN EXCESS OF $3,000 PER YEAR NOT COUNTED)

Income tax on employees (sec. 801): Percent
1937, 1938, and 1989 - _ - .o 1
1940, 1941, and 1942 _ . .. o e e 1%
1943, 1944, and 1945_ _ .. 2
1946, 1947, and 1948 _ .. Il IIT_IIITCCIITTIIITIIIT 21

1949 and thereafter__ . o e m 3
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TasLE VIII.—Summary of provisions relating to taxes under title VIII—Continued

RATES (WAGES OF ANY INDIVIDUAL IN EXCESS OF $3,000 PER YEAR NOT COUNTED)—
continued

Income tax on employees collected by employer by deducting the tax from
wages. (Sec. 802a.)

Excise tax on employers (sec. 804): Perceut
1937, 1938, and 1939 _ _ _ e 1
1940, 1941, and 1942 _ _ _ __ e eeeem 1%
1943, 1944, and 1945 _ _ e 2
1946, 1947, and 1948 _ _ _ e 214
1949 and therealter________ - 3

FEDERAL ADMINISTRATION

Taxes collected by Bureau of Internal Revenue under direction of Secretary of
Treasury and paid into United States Treasury as internal-revenue collections
(sec. 807a).

Taxes collected either by making and filing retyrns or by stamps, coupons,
tickets, books, or other reasonable devices or methods as prescribed by the Com-
missioner of Internal Revenue, who furnishes to the Postmaster General a suit-
able quantity to be kept on sale at post offices (sec. 809).

TasLe IX.—Estimate of number of employees covered under the taxr provided in

title VIII
[Based upon 1930 census]
Total number of gainful workers. ___ .. ________._______________ 48, 830, 000
Total number of owners, operators, self-employed (including the
professions) _ _ _ _ _ __ ____ e e 12, 087, 000
Total of workers excluded because of occupation (farm labor, do-
mestics, teachers, and governmental and institutional workers)._ 9, 389, 000
Total number of workers in eligible occupations___ .. _____._... 27, 554, 000
Excluded:
Casuals_ .. e 500, 000
Over 65 . e, 1, 050, 000
————— 1, 550, 000
Estimated coverage. . _ . e 25, 804, 000

TaBLE X.—Revenue estimates (from taxes on employees and employers imposed
by title VIII, sec. 801 and 804)!

Fiscal year | poyimated fig- Fiscal year | poyipated. fis-
Combined rate of tax ”ﬁlt‘;ed cal year re- || Combined rate of tax mcelmt\(r)ed cal year re-
Treasury celpts Treasury celpts
1937 $278, 800, 000 1944 $1, 185, 900, 000
1 560, 200, 000 1045 1, 196, 900, 000
1939 565, 600, 000 1946 1, 359, 400, 000
1940 714, 600, 000 1047 1, 523, 300, 000
1941 864, 800, 000 1048 1, 536, 900, 000
1042 873, 000, 000 1949 1, 7086, 300, 000
1843 1, 028, 800, 000 1950 1, 877, 200, 000

1 Each of the 2 taxes is estimated to produce ¥ of the total receipts shown.

Title IX provides an excise tax upon employers of four or more
employees, with certain classes exempted, starting at 1 percent of
wages paid in 1936, 2 percent in 1937, and 3 percent in 1938, and
thereafter. A credit o? up to 90 percent of this tax is allowable

for payments into State unemployment compensation funds meeting
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certain conditions. The details of this tax are set forth in the second
part of this report, and the operation of the tax is discussed under
the section above on unemployment compensation. The estimated
number of employees covered and the revenue receipts are given in
the tables below.

TasLe XI.—FEstimate of number of exployees covered under the tax provided in
title I X

[Based upon 1930 Census]

Total number of gainful workers_ _ _ .. .. ___________ 48, 830, 000
Total number of owners, operators, self-employed (including the
professions) - _ - . o 12, 087, 000
Total of workers excluded because of occupation (farm labor, domes-
tics, teachers, and governmental and institutional workers)_.____ 9, 389, 000
Total number of workers in eligible occupations__ .. ____.___ 27, 354, 000
Estimated number of workers attached to establishments with 3 or
less eMEPlOYees - . o oo e 2, 600, 000

Estimated number of workers attached to establishments of
4 and more employees (including unemployed) April 1930_ 24, 754, 000
Average 1936 (4-percent increase) . . _ - oo ... 25, 744, 000

The actual number of employees covered by the tax would be considerably
smaller than 25,744,000 due to unemployment. All workers employed during a
part of the year, however, in establishments covered by the tax, would be covered
with respect to that employment.

TasLE XII.—Revenue estimates (from tax on employers of 4 or more under title IX,
with no allowance for 90 percent credit)

Fiscal
year .
Calendar year with respect to which tax is levied re(izgit\(’)ed Ers:égixgggd R’:a“; of
Treasury

Percent
19836 o e cccccecieeea 1937 $247, 000, 000 1
1687l : 1038 | 596,000, 000 3
1088 e e mrc et ——— 1939 826, 000, 000 3
1939 e m e e m e ac e s mm— e e e tem eme e 831, 000, 3
1940 O, 1941 838, 000, 000 3
1942 .l ———- 1943 849, 000, 000 3
1045 e m—————— 1948 876, 000, 000 3
1950 o e et ———————— 1951 908, 000, 000 3

Norz—The tax levied by title IX is subject to a credit of 90 percent of the amount of such tax for con-
tributions into State unemployment {unds. Therefore the minimum amount of revenue each year from
this tax will be 10 percent f the above amounts. What part of the above estimates, greater than 10 percent
of same, will be retained by the Treasury is problematical, being dependent on the number of States
enactirg unemploymekt insurance laws, and the rates and coverage thereof,

CONCLUSION

The depression has demonstrated the great cost to the public, as
well as to the victims, of the failure to make timely provision for
social security. The vast amount of human suffering and the enor-
mous relief costs, which inevitably will result in increased taxes, show
conclusively the folly of failure to give thought to the security of men,
women, and children.

Complete security is unattainable and it well may be doubted
whether absolute security is desirable. That we must have a greater
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degree of security than has prevailed heretofore, however, if our social
or(ilr is to endure, is tragically evident.

In the words of the President, a complete program of economic
security, ‘“because of many lost years, will take many future years to
fulfill.” The Social Security Act will not usher in the millennium.
Like all major new legislation, it will doubtless, in the course of time,
have to be supplemented and changed in many material respects.
But, it represents a beginning which has long been overdue and whose
effects, as far as they can be foreseen, will be distinctly beneficial.

There is nothing revolutionary in any of the innovations in this bill.
Every measure proposed has been tested by world experience and
found practical. And every measure proposed is in accord with the
tried American institutions and traditions. Again to quote the
President, we seek security ‘‘ through tested liberal traditions, through
processes which contain all the deep essentials of that republican
fSorm of government first given to a troubled world by the United

tates.”

The Social Security Act has been evolved after thorough considera-
+tion and represents a minimum of what the American people have a
right to expect from this Congress in the way of providing a greater
measure of security. In our opinion it is, fundamentally, a sound
measure which will go far toward realizing “ the ambition of the indi-
vidual to obtain for him and his a proper security, a reasonable leisure,
and a decent living throughout life.”

Part II. EXPLANATION OF THE BILL
TITLE I. GRANTS TO STATES FOR OLD-AGE ASSISTANCE

This title provides for Federal grants-in-aid to States, for the pay-
ment of old-age assistance to persons over 65. The grants are to be
made on an equal matching (50-50) basis except that in the case of
no individual will the Federal Government’s share exceed $15 per
month.

APPROPRIATION

Section 1: $49,750,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purposes of this title. The money is to be paid to
States whose old-age assistance plans have been approved by the
Social Security Board, as complying with the requirements of sec-
tion 2; and the committee has revised the House bill’s declaration of
policy so as to indicate that the underlying purpose of this title is
to help aged persons in need.

STATE OLD-AGE ASSISTANCE PLANS

Section 2: To be approved, a State plan must meet certain require-
ments laid down in subsection (a), and must be sufficiently liberal in
its eligibility requirements, in accordance with subsection (b).

(a): Requirements which must be met by the State law:

(1), (2), (3): The plan must be State-wide in operation. If, as is
the case at present in several States, it is to be administered by the
counties, it must not be optional with each county whether or not it
will give old-age assistance, but rather must be mandatory upon all
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the counties. Whether the administration is in the hands of the
counties or not, there must be some direct financial participation by
the State itself, and some one State agency (whether already existing
or newly established) must be charged with final adminjstrative re-
sponsibility. This agency does not necessarily have to confine itself
to old-age assistance; it may have other functions.

(4): An individual who 1s denied old-age assistance (for instance,
by a county board) must be given the right to a fair hearing before
the State agency. This does not affect the right of further appeal to
the courts.

(5) and (6): The methods of administration of the State plan, inso-
far as they are found by the Social Security Board to be essential to
the plan’s efficient operation, must be approved by the Board, and
reports must be made to the Board; but the State will not be impeded
in the exercise of its full discretion in the matters of the selection, the
tenure of office, and the compensation of State and local personnel.

(7): If the State, using Federal money granted to it under this
title, pays pensions to aged persons, and later (for example, because
those persons had been defrauding the State) collects back from their
estates some or all of the money so paid, the State must pay one-half
the amount thus collected to the Federal Government. In other
words the State must, roughly, reimburse the Federal Government for
the amount of its share thus collected by the State.

(b): Liberality of certain eligibility requirements:

(1): A person shall not be denied assistance on the ground that he
is not old enough to be eligible for it, if in fact he has reached the age
of 65 years. Until 1940, however, a State may set the age limit as
high as 70 years.

(2): A person shall not be denied assistance on the ground that he
has not been a resident long enough, if in fact he has lived in the State
for 1 year immediately preceding his application, and for any 5 years
out of the 9 years immediately preceding his application. Thus, if the
plan is administered by counties, it may impose requirements as to
county residence; but no county residence requirement may result
in denying assistance to an otherwise qualified person who has resided
in the State for the periods just mentioned. Even if the county
residence requirements are stricter than those allowed under this
section, such a person must be entitled to assistance under the plan,
presumably directly from the State. (No State is required to give
assistance to nonresidents of the State.)

(3): A person shall not be denied assistance on the ground that he
has not been a United States citizen for a number of years, if in fact,
when he receives assistance, he is a United States citizen. This means
that a State may, if it wishes, assist only those who are citizens, but
must not insist on their having been born citizens or on their having
been naturalized citizens for a specified period of time.

The limitations of subsection (b) do not prevent the State from
imposing other eligibility requirements (as to means, moral character
ete.) if they wish to do so. Nor do the limitations of subsection (bf
mean that the States must adopt eligibility requirements just as strict
as those enumerated. The States can be more lenient on all these
points, if they wish to be so.
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PAYMENT TO STATES

Section 3: The Federal Government will match what the States
put up for old-age assistance, by paying quarterly to each State
. one-half of the total amount paid as assistance to people in the State
who are at least 65 years old and who are not inmates of public
institutions. (If the State wishes to pay pensions with respect to aged
people over 65 in private institutions, the Federal Government will
match those payments; but it will not match payments to persons less
than 65, or to persons in public institutions.) Federal payments
with respect to any person, however, will not be more than $15 per
month. If the State gives a pension of $20 the Federal Government
will pay half of it; of $30, the Federal Government will pay half of it;
of $40, the Federal Government will match only the first $15 put up
by the State, so that the Federal share will be $15 and the State will
put up the other $25. Federal payments shall be made on a pre-
payment basis, on the strength of estimates by the State and the
Board, with later adjustments if the actual expenditures differ from
the estimates. The Federal Government will also help the States to
meet administrative costs, paying therefor an additional amount
equal to 5 percent of the regular quarterly payment to the State.
1 these payments, and all other payments under this bill, are to be
made without a prior audit by the General Accounting Office; but
there will be a postaudit. It is understood by the committee that, in
the case of grants to States, the General Accounting Office, in making
this audit, will seek to ascertain only (in the absence of fraud) whether
the certifications were based on the findings which the Board is
required to make prior to certifying, and whether payments were
made in accordance with the certifications. It is not the practice to
question the findings,

OPERATION OF STATE PLANS

Section 4: A State with an approved plan will not receive payments
if the Board finds that the State is not substantially complying with
its plan. The House bill has been amended by assuring that the
Board’s finding shall be made only after the State has had “reason-
able”’ notice and opportunity for hearing.

ADMINISTRATION

Section 5: $250,000 is authorized to be appropriated for the fiscal
year 1936 to meet the administrative expenses of the Board under
this title. There is no limit on appropriations for future years.

DEFINITION

Section 6: Old-age assistance is confined to payments in cash.

TITLE II. FEDERAL OLD-AGE BENEFITS

_This title provides for the payment of cash benefits to every indi-
vidual who has attained the age of 65 and has fulfilled certain qualifi-
cations. These benefits will be paid to him monthly as long as he
lives in an amount proportionate to the total amount of wages
received by him for employment before he attained the age of 65.
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OLD-AGE RESERVE ACCOUNT

Section 201: For the purpose of building up a reserve sufficient
to supply the funds necessary to pay the benefits provided for in this
title as such payments accrue, there is created in the Treasury of the
United States an ‘“‘old-age reserve account’’, to which an annual
appropriation, beginning with the fiscal year ending June 30, 1937,
is authorized. The amounts of such appropriations will vary from
year to year, but the amount appropriated for any year shall be that
amount determined (in accordance with accepted actuarial principles,
and on the basis of such mortality tables as the Secretary of the
Treasury shall from time to time adopt, and of an interest rate of
3 percent per annum compounded annually), to be sufficient as the
premium necessary for such year to build up the required reserve.

It shall be the duty of the Secretary of the Treasury to invest such
portion of the amounts credited to the account as is not, in his judg-
ment, required to meet current payments. Such investments shall
be made in interest-bearing obligations of the United States or in
any obligations guaranteed as to both principal and interest by the
United States.

All amounts credited to the account shall be available for making
payment of the benefits provided for in this title.

OLD-AGE BENEFIT PAYMENTS

Section 202: Every qualified individual (as defined in sec. 210) shall
be entitled to receive, with respect to the period beginning on the date
he attains the age of 65, or on January 1, 1942, whichever is later, and
ending on the date of his death, an old-age benefit. Payments of
such benefits shall be made as nearly as possible at monthly intervals,
but not necessarily on the first of each month. The rate of the pay-
ments will vary from $10 a month to $85 a month, depending upon
the total amount of wages earned by the recipient after December 31,
1936, and before he attains the age of 65,

If, during the course of payments to any recipient, it is found that
he has been overpaid or underpaid, adjustment shall be made in con-
nection with subsequent payments. The committee has added an
amendment, to the effect that for every month during which the
Board finds that an aged person, otherwise qualified for benefits, is
regularly employed, a month’s benefit will be withheld from such

person.
PAYMENTS UPON DEATH

Section 203; If any individual dies before receiving any payment of
a benefit, there shall be paid to his estate 31 percent of the total wages
et;.rned by him after December 31, 1936, and before he attains the age
of 65.

If any recipient dies before the total of the payments of benefits
to him has equaled 3% percent of the total wages earned by him after
December 31, 1936, and before he attains the age of 65, the remainder
shall be paid to his estate.

If any recipient has, through error or otherwise, been underpaid
and has died before adjustment has been made, the amount of the
underpayment shall be paid to his estate.
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PAYMENTS TO AGED INDIVIDUALS NOT QUALIFIED FOR BENEFITS

Section 204: If any individual, upon attaining the age of 65, is not
qualified to receive benefits, an amount equal to 3% percent of the
wages earned by him after December 31, 1936, and before he attains
the age of 65, shall be paid to him (or, if he has died before receiving
such payments, to his estate).

AMOUNTS OF $500 OR LESS PAYABLE TO ESTATES

Section 205: If the amount payable to an estate under section 203
or 204 is $500 or less, the Social Security Board may pay it directly
to the persons it determines to be entitled thereto under the law of
the State in which the deceased was domiciled.

OVERPAYMENTS DURING LIFE

Section 206: If any recipient, through error or otherwise, has
received benefit payments in excess of the amount to which he is
entitled, and dics before such overpayments have been adjusted, there
shall be repaid to the United States by his estate the amount of
such overpayments; except that if the amount to which he was
entitled was less than 3% percent of the total wages earned by him
after December 31, 1936, and before he attained the age of 65, the
amount of the repayment shall be merely the difference between the
amount received by him and such 3} percent.

METHOD OF MAKING PAYMENTS

Section 207: The Social Security Board shall from time to time
(presumably monthly) certify to the Secretary of the Treasury the
name and address of every individual entitled to receive payment
under this title, the amount of such payment, and the time at which
it should be made, and the Secretary of the Treasury shall make
payment in accordance with such certification.

ASBIGNMENT

Section 208: The right of any individual to receive any payment
under this title shall not be transferable or assigned, and none of
the moneys paid or payable or rights existing under this title shall be
subject to execution, levy, attachment, garnishment, or other legal
process, or to the operation of any bankruptcy or insolvency law.

PENALTIES

Section 209: Whoever, in any application for any payment under
this title, makes any false statement as to any materizﬁ fact, knowing
such statement to be false shall be fined not more than $1,000 or
imprisoned for not more than 1 year, or both.

DEFINITIONS

Section 210 (a): This subsection defines “wages.” Wages include
not only the cash payments made to the emﬁoyee for work done,
but also compensation for services in any other form, such as room,
board, etc. The term ‘“wages’’ does not necessarily apply to the total
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remuneration received from the employer by the employee; the term
includes only the first $3,000 of wages received by an employee from
his employer with respect to employment during the calendar year.
The following example will illustrate how the rule applies: Employer
A pays empoyee B a salary of $500 a month begnning with the cal-
endar year 1937. At the end of the sixth month B has received from
his employer $3,000. The balance of his salary for 1937 is not included
as part of the wages. However, this is only the case where the
employee continues in the employment of the same employer through-
out the year. If the employee leaves the service of employer A on
June 30, 1937, and enters the service of employer C on that date and
continues with employer C at the same salary throughout the remain-
der of the year, the remuneration received by employee B during
the remaining portion of the calendar year 1937 will be included in
his wages.

Section 210 (b): This subsection defines the term ‘‘employment”
as any service of whatever nature performed within the United States,
or on an American vessel, by an employee for his employer. It
should be noted in this connection that section 1001 (a) (6) includes
in the definition of “employee’’ an officer of a corporation. Services
performed by aliens, whether resident or nonresident, within the
United States or on an American vessel, are included; but services
performed outside the United States (unless on an American vessel),
whether by a citizen or an alien, are not included. The term ‘“United
States” is defined in section 1001 (a) (2) to include the States, Alaska,
Hawaii, and the District of Columbia. The following services are
excluded even though performed within the United States: (1)

ricultural labor; (2) domestic service in a private home; (3) casual
labor not in the course of the employer’s trade or business. This
would not exclude casual labor performed in the course of an employ-
er’s trade or business. For instance, if a department store employed
emergency help during the rush season in connection with its trade or
business, the services performed by such help would not be excluded
under this title.

Services performed by Federal and State or political subdivision
employees are also excluded.

Services performed in the employ of religious, charitable, scientific,
literary, humane, or educational institutions, no part of the net earn-
ings of which inures to the benefit of any private shareholder or indi-
vidual, are also excluded. For the purpose of determining whether
services for such an organization are excluded, the use to which the
income is applied is the ultimate test of the exclusion rather than the
source from which the income is derived. For instance, if a church
owns an apartment building from which it derives income which is
devoted to religious, charitable, educational, humane, or scientific

urposes, services for it are still excluded. The organizations, serv-
ices for which will be excluded, are churches, schools, colleges, and
other educational institutions not operated for private profit, the
Y M.C.A.,the Y. W.C. A, the Y. M. H. A,, the Salvation Army, and
other organizations which are exempt from income tax under section
101 (6) of the Revenue Act of 1932. )

The committee amended the House bill so that service on an Amer-
ican vessel is now considered as employment under this title.

8. Rept. 628, 74-1——38
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Section 210 (c): The term ‘‘qualified individual” is defined to
mean an individual who is at least 65 years of age, and who has
received in wages for employment after December 31, 1936, and
before he attained the age of 65, not less than $2,000, some part of
which employment was performed in each of at least 5 different cal-
endar years.

TITLE III. GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION
ADMINISTRATION

This title provides for Federal grants-in-aid to States for meeting
the administrative costs of their unemployment compensation sys-
tems. The money is not to be used for compensation itself, but only
for expenses of administration. There is no requirement of match-
ing by the States.

APPROPRIATION

Section 301: $4,000,000 is authorized to be appropriated for the
fiscal year 1936, and $49,000,000 for each year thereafter, to be
granted to the States for meeting the proper administrative costs of
the State unemployment compensation laws.

PAYMENTS TO STATES

Section 302: Payments shall be made from time to time to each
State with an unemployment compensation plan which is found by
the Board to comply with this title, in amounts determined by the
Board to be necessary for the proper administration of the State law.
In deciding how much to pay to