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Union Calendar No. 536

81st CoNGRESS } HOUSE OF REPRESENTATIVES { REPORT
1st Session No. 1300

'SOCIAL SECURITY ACT AMENDMENTS OF 1949

Avgust 22, 1949.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

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

REPORT

[To accompany H. R. 6000}

The Committee on Ways and Means, to whom was referred the bill
(H. R. 6000) to extend and improve the Federal old-age and survivors
insurance system, to amend the public assistance and child welfare
provisions of the Social Security Act, and for other purposes, having
considered the same, report favorably thereon without amendment
and recommend that the bill do pass.

INTRODUCTION
I. PURPOSE AND SCOPE OF THE BILL

The President advised the Congress in his message on the state of
the Union on January’5, 1949:

The present coverage of the social-security laws is altogether inadequate, and
benefit payments are too low. One-third of our workers are not covered. Those
who receive old-age and survivors insurance benefits receive an average payment
of only $25 a month. Many others who cannot work because they are physically
disabled are left to the mercy of charity. We should expand our social-security
program, both as to size of benefits and extent of coverage, against the economic
hazards due to unemployment, old age, sickness, and disability.

Your committee has, for the past 6 months, made a very intensive
study of the old-age and survivors insurance provisions (title II)
and public assistance and child welfare provisions (titles I, IV, V, and
X) of the Social Security Act. It has carefully considered the prob-
lems of economic insecurity and dependency. The opinions of all
interested groups have been heard and weighed. The overwhelming
weight of testimony was in agreement on the broad proposition that
the framework of the Social Security Act is sound and that the act
should be amended to widen the scope and increase the protection
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afforded by both the old-age and survivors insurance and the public
assistance programs. .

Ten years have elapsed since the last major revision of the Social
Security Act established the scale of monthly benefits under the old-
age and survivors insurance system in effect today. During this time,
a great deal of experience has been built up which now permits us to
assess the strength and weakness of the social-security system in
relation to its place in the economy. During this period broad devel-
opments have also occurred which make it necessary to resurvey the
principles and objectives of the social-security program as they relate
to current economic conditions.

The Congress is faced with a vital decision which cannot long be
postponed. Inadequacies in the old-age and survivors insurance pro-
gram have resulted in trends which seriously threaten our economic
well-being. The assistance program, instead of being reduced to a
secondary position as was anticipated, still cares for a much larger
number of people than the insurance program. Furthermore, the
average payments under assistance have more than doubled in
amount since 1939 while benefits under insurance have scarcely risen
at all. There are indications that if the insurance program is not
strengthened and expanded, the old-age assistance program may
develop into a very costly and ill-advised system of noncontributory
pensions, payable not only to the needy but to all individuals at! or
above retirement age who are no longer employed. Moreover, there
are increasing pressures for special pensions for particular groups and
particular hazards. Without an adequate and universally applicable
basic social insurance system, the demands for security by segments
of the population threaten to result in unbalanced, overlapping, and
competing programs. The financing of such plans may become
chaotic, their economic effects dangerous. There is a pressing need
to strengthen the basic system at once before it is undermined by these
forces. Once the basic system is firmly established, any remaining
fspecial needs of particular groups can be assessed and met in an orderly
ashion.

The time has come to reaffirm the basic principle that a contribu-
tory system of social insurance in which workers share directly ‘in
meeting the cost of the protection afforded is the most satisfactory
way of preventing dependency. A contributory system, in which
both contributions and benefits are directly related to the individual’s
own productive efforts, prevents insecurity while preserving self:
reliance and initiative.

Under social insurance, benefits are computed individually in each
case, on the basis of earnings in covered employment. Because
benefits are related to average earnings and hence reflect the standard
of living which an individual has achieved, ambition and effort are
rewarded; since they are also related to length of service in covered
work, individual productivity is encouraged and the Nation’s total
production is increased.

Because benefits under the insurance system are paid as a matter
of right following cessation of substantial covered employment, the
worker’s dignity and independence are preserved. '

Knowing that any assets and resources he may accumulate will not
disqualify him and his dependents for benefits, the worker is encour-
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aged to make private savings in order to supplement his social insur-
ance benefits.

Social insurance has other desirable attributes. Because benefits
are geared to contributions, the pressure for an unwarranted scale of
payments is held at a minimum. Social insurance has a stabilizing
influence on the economy by maintaining steady flow of purchasing
power in adverse times, and thus helping to protect the Nation from
serious economic maladjustment.

For these reasons the contributory system of old-age and survivors
insurance, with benefits related to earnings and paid as a matter of
right, should continue to be the basic method for preventing depend-
ency. Insurance against wage loss due to permanent and total disa-
bility will round out the protection of the insurance system. The
assistance program, with payments related to need, should continue
to serve the function of filling the gaps left by the social insurance
program, and for this purpose it should be strengthened and improved.
The function of assistance is to supplement insurance when necessary.
The bill is designed to speed the day when most of the aged and of
the Nation’s dependent families will look to the insurance program
for protection and when the role of public assistance can be drastically
curtailed.

II. BACKGROUND AND HISTORY OF LEGISLATION

A. Social Security Act of 1935

This act provided a system of old-age insurance for persons working
in industry and commerce as a long-run safeguard against the oc-
currence of old-age dependency. To help alleviate immediate needs,
Federal grants were provided to States for three forms of public
assistance: For the needy aged, the needy blind, and dependent chil-
dren. The old-age insurance plan provided monthly benefits (begin-
ning in 1942) only for the insured worker in his old age and also lump-
sum death benefits. A tax was imposed on employers and employees
at a rate of 1 percent each for 1937-39, 1% percent for 1940-42, 2
percent for 1943-45, 2} percent for 1946-48, and 3 percent thereafter.
An old-age reserve account was created, to which Congress annually
appropriated funds in amounts ‘“determined on a reserve basis in
accordance with accepted actuarial principles”; in actual practice
these appropriations closely approximated the tax receipts less ad-
ministrative costs which were met out of the general treasury.

B. 1939 revmision of the Social Security Act

The amendments considerably broadened the profection of the
old-age insurance system. Supplementary benefits were provided
for the eligible wife and children of a retired worker and for the surviv-
ing widow and children (in certain instances also for surviving de-
pendent parents). The beginning date for payment of monthly bene-
fits was advanced to January 1940. Benefits payable in the early years
were increased, while benefits were reduced for unmarried workers
with high earnings who would retire after many years of coverage.
This was accomplished by basing the benefits on average covered
wages rather than on total covered wages. The tax rate on employers
and employees was held at 1 percent each through 1942, and was then
to follow the original schedule. Further, it was provided that an
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amount equal to the tax collections would be appropriated to the fund
and the requirement as to annual appropriations being ‘“‘determined
on a reserve basis in accordance with accepted actuarial principles”
was removed. :

The 1939 amendments also liberalized the assistance provisions by
increasing the individual maximums for the needy aged and for the
needy blind, upon which the matching by the Federal Government is
based, from $30 per month to $40. Also the Federal matching propor-
tion for aid to dependent children was increased from one-third to
one-half, and the age limit was raised from 16 to 18. Further, it was
required that States in determining need for assistance take into ac-
count income and resources of applicants.

C. Legislation during 194046

In 1943 and in subsequent years legislation was passed to maintain
the old-age and survivors insurance contribution rate at 1 percent
each on employers and employees, rather than letting it rise as sched-
uled in the 1939 amendments. In 1943 the law was changed to
authorize appropriation from general revenues to the trust fund of
“such additional sums as may be required to finance the benefits and
payments under the insurance program’ (to date no appropriations
have been made under this provision). '

D. The 1946 amendments

Provision was made for survivors insurance benefits in respect to
World War II veterans who die within 3 years of discharge from the
armed forces, provided that such survivors are not entitled to pen-
sions under veterans’ laws. The amendments also froze the old-age
and survivors insurance contribution rate at 1 percent for 1947 and
made a number of technical changes which slightly liberalized benefits
and simplified certain aspects of the program.

The funds available to States for public assistance were increased
substantially. For the period October 1946 through December 1947
the Federal matching proportion for the aged and the blind was raised
from a straight one-half to two-thirds of the first $15 per month and
one-half thereafter, while at the same time the maximum individual

ant upon which matching could be made was raised from $40 to $45.

or aid to dependent children the Federal share was raised from a
uniform one-half to two-thirds of the first $9 and one-half thereafter,
with the individual maximums being raised from $18 for the first child
and $12 for each additional child to $24 and $15 respectively.

E. Amendments after 1946

In 1947 the old-age and survivors insurance contribution rate was
again frozen at 1 percent effective through 1949; the rate was to be
1% percent in 1950-51 and 2 percent thereafter. The increased grants
for public assistance provided in the 1946 amendments, scheduled to
expire in December, were extended through June 1950.

In 1948 Congress amended the Social Security Act by passing two
bills over the President’s veto. Public Law 492, Eightieth Congress,
excluded certain newspaper vendors from the coverage of old-age and
survivors insurance. Public Law 642, Eightieth Congress, amended
the definition of “employee” so as to deprive of coverage those who
were not employees under the usual common-law rules applicable in
determining employer-employee relationship. The public assistance
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provisions were again liberalized. For the aged and the blind the
Federal Government would pay three-fourths of the first $20 of average
payment and one-half thereafter, with the individual matchable maxi-
mum raised to $50 per month. The matching grants for aid to de-
pendent children were raised to three-fourths of the first $12 of the
average payment per child and one-half thereafter, with the individual
matchable maximum payments being $27 for the first child and $18 for
each additional child.

F. Hearings of 1949

Your committee has attentively followed the operation of the social- .
security program throughout the years and had a thorough study pre-
pared by a special staff of experts in 1945. It has had the advantage
of the studies of special committees composed of outstanding citizens
such as the Social Security Advisory Council of the Senate Committee
on Finance which submitted an extensive and exhaustive report and
recommendations in 1948. It has studied the annual recommenda-
tions of the Social Security Administration. It has conducted
extended public hearings on several occasions.

This year your committee conducted public hearings on the public
assistance and welfare features of social security from February 28
through March 23, and on old-age, survivors, and disability insurance
from March 24 through April 27. At the hearings on public assist-
ance and public welfare, oral testimony was given by 88 persons,
including 14 Members of Congress, 22 officials of State and local
welfare organizations, 8 Federal officials, and 44 other persons, most
of whom represented special groups interested in welfare-activities.
At the hearings on old-age, survivors, and disability insurance the
committee heard 165 individuals who-testified in person, among whom
were 5 Members of Congress,-9 Federal officials, 7 officials of State
and local governments,~56 representatives of employee and labor
organizations, 36 employer representatives, and 52 other persons
representing themselves or various organized groups of citizens. In
addition to the direct testimony, several witnesses filed supplementary
statements at both hearings, and a number of persons who were
unable to appear before your committee placed statements in the
record. In all, your committee took 1,079 pages of testimony on
public assistance and public welfare and 1,471 pages on old-age, sur-
vivors, and disability insurance.

Your committee has held executive sessions over a period of 16 weeks
and has painstakingly considered the social-security program both as
to the operation of specific proposals and the effect of the program on
the economy. Your committee is convinced thdt a sound and effective
social-insurance program is essential to the smooth functioning of ‘our
democratic society.

II1. SUMMARY OF PRINCIPAL PROVISIONS OF THE BILL

A. Old-age and survivors insurance

1. Extension of coverage.—Old-age and survivors insurance coverage
would be extended to add approximately 11,000,000 new persons to
the 35,000,000 persons now covered during an average week. The
groups added to the system under the bill are as follows:

() Nonfarm self-employed persons (other than physicians, lawyers,
dentists, osteopaths, veterinarians, chiropractors, optometrists, Chris-
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tian Science practitioners, publishers, and aeronautical, chemical,
civil, electrical, mechanical, metallurgical, or mining engineers) whose
net earnings from self-employment total $400 or more per year
(about 4.5 million).

(b) Employees of State and local governments, if the State enters
into a voluntary compact with the Federal Security Agency (except
for certain transit workers who are covered compulsorily), provided
that such employees who are under an existing retirement system shall
be covered only if such employees and adult beneficiaries of the retire-
ment system shall so elect by a two-thirds majority (about 3.8 million).

(¢) Domestic servants in a private home (but not if employed on a
farm operated for profit), whose cash earnings are $25 or more per
quarter, and who work 26 days or more per quarter, for one employer
(about 950,000).

(d) Employees of nonprofit institutions other than ministers and
members of religious orders, but, if the employer does not elect
voluntarily to pay the employer’s tax, the employee would receive
credit with respect to only one-half his wages for the employee’s tax
which is compulsorily imposed upon him (about 600,000).

(e) Agricultural processing workers off the farm and certain other
types of essentially commercial or industrial border-line agricultural
labor; also employees of nonprofit agricultural and horticultural
organizations (about 200,000).

(f) Federal employees not covered under any retirement system
except temporary workers, elective officials, “dollar-a-year” employees
etc.; employees of farm loan and production credit organizations
(about 100,000).

(9) Americans employed by an American employer outside the
United States and employees on American aircraft outside the United
States (about 150,000).

(b) Employees and self-employed in the Virgin Islands (about
5,000) and, if requested by the legislature, in Puerto Rico (about
250,000).

(7) Salesmen, and certain other employees, who were deprived of
status as employees by Public Law 642, Eightieth Congress, the so-
called Gearhart resolution (about 500,000 to 750,000).

2. Liberalization of benefits.—(a) About 2.6 million persons currently
receiving old-age and survivors insurance benefits would have their
monthly benefit increased on the average by about 70 percent.
Increases would range from 50 percent for highest benefit groups
to as much as 150 percent for lowest benefit groups. The average
primary benefit is now approximately $26 per month for a retired
insured worker. and under the bill it would be approximately $44.
Tlustrative figures for individual cases are shown in the table below:

Present primary tnsurance benefit New primary insurance amount
$10 $25
15 31
20 36
25 44
30 51
35 55
40 60
45 64

() Persons who retire after 1949 would have their benefits cdm-
puted under the following new formula, with resulting benefits
approximately double the average benefits payable today:
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(i) Fifty percent of first $100 of average monthly wage, plus 10
percent of the next $200 (based on the maximum wage and tax
base of $3,600 per year). This amount would be increased by
one-half percent for each year of coverage, and would be reduced
proportionately to take into account the time not spent in covered
employment. For example, assume that the worker retired before
1956 and had 10 years of coverage since 1936, and that he had an
average monthly wage over his years of coverage of $200 per
month. His base amount would then be $60 (50 percent of the
first $100 of average wage plus 10 percent of the next $100 of
average wage, or $50-+$10). The amount coming from the incre-
ment 1s 5 percent of the base amount (since there are 10 years of
coverage at ¥% percent each) or $3. The primary insurance
amount is then $63.

(i) The minimum primary benefit under existing law of $10
per month would be increased to $25.

(ii)) The maximum family benefit under existing law of $85
per month would be increased to $150, but not to more than 80
percent of the average monthly wage of the insured person.

(iv) Lump-sum death payments would be made for all insured
deaths instead of only for deaths with respect to which immediate
1monthly survivors benefits are not payable, as limited by present
aw.

3. Computation of average wage.—The average wage of an insured
worker would be the average earned in all years of coverage (years
after 1949 in which $400 or more was earned in covered employment;
prior to 1950, years of coverage are credited for $200 or more of wages)
after either 1936 or after 1949, and before the worker dies or retires,
whichever yields the higher average wage.

4. Eligibility for benefits.—In order to qualify for both old-age and
survivors insurance benefits under present law, a person must have
either (a) quarters of coverage (calendar quarters after 1949 in which
$100 or more was earned in covered employment; prior to 1950,
quarters of coverage are credited for $50 or more of wages) equal to
one-half of the number of quarters since 1936 and before age 65 or
death, or (b) 40 quarters of coverage. Under the bill a third alterna-
tive qualification of 20 quarters of coverage out of the 40-quarter
period ending at death or at age 65, or any later date, would be added.
This would be of particular advantage to newly covered workers since
it would enable them to qualify more quickly.

5. Limitation on earnings of beneficiaries.—The amount a beneficiary
may earn in covered employment without loss of benefits would be
increased from $14.99 to $50 per month. After age 75, benefits would
be payable regardless of amount of earnings from employment.

B. Permanent and total disability insurance

1. Coverage.—All persons covered by the old-age and survivors
insurance program would have protection against the hazard of en-
forced retirement and loss of earnings caused by permanent and total
disability. ‘

2. Benefits.—Permanently and totally disabled workers would
have their benefits and average wage computed on the same basis
as for old-age benefits, but no payments would be available for
dependents of disabled workers.

3. Eligibility for benefits—An individual would be insured for
disability benefits if he had both (a) 6 quarters of coverage out of the
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13-quarter period ending when his disability occurred, and (®) 20
quarters of coverage out of the 40-quarter period ending when his
disability occurred.

C. Old-age and survivors insurance benefits for World War II veterans

World War II veterans would be given wage credits under the old-
age, survivors, and disability insurance program of $160 per month
for the time spent in military service between September 16, 1940,
and July 24, 1947.
D. Financing of old-age, survivors, and disability insurance

1. Tazable wage base.—The total annual earnings on which benefits
would be computed and contributions paid is raised from $3,000
to $3,600.

2. Contribution schedule.—Employers and employees would continue
to share equally, with the rate for each being as follows (since 1936 the
rate has been 1 percent):

Rate,

Calendar years: ' percent

1980 e e em e 1%
1951-59 2

1965-69 3

1970 and after 3%
The self-employed who are covered would pay 1% times the above
rates.

E. Public assistance and welfare services

1. Extension of State-Federal public assistance programs.—Aid would
be extended to persons not now eligible for assistance, as follows:

(a) Permanently and totally disabled needy persons would become
eligible for State-Federal assistance by the establishment of a fourth
category, with the Federal Government sharing in the costs in the
same manner as for old-age assistance and aid to the blind.

() The mother, or other adult relative with whom an eligible
dependent child is living, would beconie eligible as a recipient under
the aid to dependent children program, and the Federal Government
would share in the costs of the aid furnished such mother or relative.

2. Increase in Federal share of public assistance costs.—The bill
would strengthen financing of public assistance in all States, and,
particularly, would enable %tates with low-average payments to raise
the level of payments to needy recipients under the State-Federal
program. Federal funds would be made available to the States under
the following matching formula:

(a) For old-age assistance, aid to the blind and aid to the totally
and permanently disabled, Federal funds will equal four-fifths of the
first $25 per recipient plus one-half of the next $10 plus one-third of
the next $15 with a maximum of $50 on individual assistance
payments. ’

(b) For aid to dependent children, Federal funds will equal four-
fifths of the first $15 per recipient (including one adult in each family)
plus one-half of the next $6, plus one-third of the remainder, with
maximums on individual assistance payments of $27 for the adult
?lusﬂ$27 for the first child plus $18 for each additional child in the
amily.

3. Public medical institutions.—The Federal Government would
share in the payments made by the States and localities to the needy
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aged, blind, and permanently and totally disabled recipients residing
in public medical institutions, instead of limiting Federal participation
to payments made to recipients residing in private institutions as
provided in present law.

4. Direct payment jor medical care.—States would be authorized to
make direct payments to medical practitioners or institutions furnish-
ing medical care to recipients of State-Federal public assistance.
Under existing law the Federal Government does not participate in
the cost of medical care for recipients unless payment for such care
is made directly to the recipient.

5. Child-welfare services.—Authorization for child-welfare services
in rural areas or areas of special need would be increased from 3.5
million dollars per year to 7 million dollars. The use of child-welfare
funds would be authorized for purposes of returning interstate run-
away children to their homes.

6. Cost.—The estimated additional cost to the Federal Government
for the public-assistance and welfare-services amendments would be
256 million dollars annually.

F. Puerto Rico and the Virgin Islands

The old-age, survivors, and disability insurance program and
Federal participation in public assistance would be extended to Puerto
Rico and the Virgin Islands.

OLD-AGE AND SURVIVORS INSURANCE

IV. EXTENSION OF OLD-AGE AND SURVIVORS INSURANCE COVERAGE

A. General

The old-age and survivors insurance system now covers some
35,000,000 workers during the course of an average week. The bill
would extend coverage to about 11,000,000 of the 25,000,000 workers
not now covered. Specifically, coverage would be extended to self-
employed persons other than farmers and certain professional groups,
employees of State and local governments, domestic servants em-
ployed on a regular basis in other than farm homes, employees of
nonprofit organizations, and certain other smaller groups that will
be described hereafter.

The bill would not extend coverage to persons engaged in agri-
culture (whether as self-employed individuals or as employees),
Federal employees covered under retirement systems, members of
the armed forces, railroad employees, the self-employed professional
groups mentioned previously, and certain other smaller groups of
workers,

Your committee has given extensive-consideration to the advisa-
bility of extending coverage to agricultural employees, to self-
employed farm operators, and to other self-employed groups excluded
under the bill. However, your committee believes that further
study must be given to the special problems involved in the coverage
of these groups.

B. Specific coverage groups added

1. The nmonfarm self-employed—During the hearings on the 1939
amendments to the Social Security Act, testimony was presented to
the effect that coverage of self-employed persons appeared to involve
difficult problems of administration and that it should therefore be
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postponed until the administrative agencies had further cxperience
with the coverage of employees in industry and commerce. Since that
time, practicable administrative procedures for coverage of the self-
employed have been developed. After a careful consideration of the
proposed methods for extending coverage to the nonfarm self-em-
ployed, your committee believes that the insurance system should
now be extended to this group, except for certain professional classes.

Under the bill the coverage of the self-employed is compulsory.
Your committee gave thorough consideration to the possibility of
coverage on a voluntary basis, but there are fundamental objections
to that approach. The history of voluntary social insurance in the
United States and in other countries indicates definitely that only a
very small proportion of all eligible individuals actually elect to partici-
pate. Moreover, those who do elect are usually not persons of below-
average income who are in the greatest need of such protection. In
addition, voluntary coverage would probably attract almost exclusively
people who are already aged and others who can foresee a large pos-
sible return for their contributions; as a result, the program would be
faced with adverse selection of risks, and consequently there would be a
serious drain on the trust fund.

The total number of nonfarm self-employed persons who would be
covered during an average week is about 4.5 million. Between 35 and
40 percent of the total number are storekeepers and other retailers,
including, for example, proprietors of unincorporated shoe stores,
clothing stores, grocery stores, restaurants, and filling stations.
Approximately 20 to 25 percent are proprietors of such service estab-
lishments as hotels, boarding houses, garages, laundries, barber shops,
and places of amusement. From 12 to 15 percent are engaged in the
construction industry, including small-scale plumbing, painting, and
electrical contractors. The remaining 25 to 30 percent is made up
of wholesale merchants, agents and brokers, small-scale manufac-
turers, independent taxicab owners, and proprietors of real-estate
and insurance enterprises. The professional groups which are
excluded—namely, doctors, dentists, osteopaths, chiropractors, Chris-
tian Scientist practitioners, optometrists, veterinarians, lawyers,
publishers, and aeronautical, chemical, civil, electrical, mechanical,
metallurgical, and mining engineers—number approximately 400,000
persons.

An individual will report his self-employment income by transferring
the information from his income-tax return to a simple supplementary
form, or an additional item on the income tax return might be provided.
Unless his net earnings from self-employment amount to $400 or
more in any given year, he pays no self-employment tax on such
income and receives no credit toward old-age, survivors, and disability
insurance benefits.

If wages are earned in covered employment (upon which employ-
ment tax is payable), such wages are deducted from the $3,600 annual
maximum in determining the amount of net earnings from self-
employment that is taxable and creditable in any year. Thus, as
far as practicable, self-employment income is taken into account for
benefit purposes to the same extent as wages, but income from casual
self-employment would not be taxed or credited.

2. Employees of State and local governments.—State and local govern-
amental units in this contry employ about 3.8 million workers in an
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average week. Except for certain transit-company employees, cover-
age of employees of State and local governments would be effected
only by a voluntary compact between a State and the Federal Security
Administrator.

The voluntary agreements are made with respect to defined coverage
groups. In general, a coverage group comprises all the employees of
a State or ot a political subdivision of a State. For any group to be
covered, all of the employees in that group (with certain possible
specified exceptions such as part-time workers or elected officials)
would have to be covered. This is necessary in order to avoid adverse
selection. Members of an existing retirement system would be
treated as a separate coverage group, and coverage could not be
extended to them unless the employees and beneficiaries so elect by a
two-thirds majority vote in a written referendum, and it is intended
that this be accomplished by secret -ballot. The provision for a
referendum is included so as to assure those covered by adequate
existing systems (such as firemen, policemen, and teachers) that ade-
quate safeguards are present so that their present pension plans will
not be destroyed. Many employees in private industry have the pro-
tection of both the social insurance system and supplementary pri-
vate plans. The Federal program may provide types of protection
not available under a State or local plan and, in all instances, can serve
as a basic protection to employees who shift between public and private
employment.

Provisions are also included for the orderly termination of Federal-
State compacts. In order to safeguard the interest of all parties con-
cerned the States would not be allowed to terminate until the agree-
ment had been in force for 5 years, and then would have to give
advance notice of at least 2 years. In order to prevent in-and-out
movements disadvantageous to the financing of the program, if
coverage of a particular group is terminated, that group can never
be covered again.

If a State fails to pay the required contributions while a compact is
in effect, the Federal Government may deduct such amount plus
interest from payments otherwise due to the States under other titles
of the Social Security Act (chiefly Federal grants for public assistance).

Compulsory coverage has been provided for certain employees
of privately owned transit companies taken over by governmental
units. Such employees are frequently in an unfortunate position
since their coverage is terminated under present law when the company
becomes publicly owned, even though their duties may remain the
same. Where the transit company was acquired by a governmental
unit after 1936 but before 1950, persons working for such company on
the date when it was taken over would be covered, beginning in 1950,
unless the employing governmental unit elects against such coverage
within a specified period. If a transit company is acquired by a
governmental unit after 1949, coverage of those employees taken over
from the private employer would continue to be compulsory.

3. Employees in domestic service.—From the beginning of the insur-
ance program, it has been recognized that domestic workers need the
protection of social insurance as much as any other occupational group.
Your committee believes that regularly employed domestic workers
can now be covered without undue administrative difficulties. Con-
sistent with the fact that coverage is not extended to farm workers or
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farm operators, domestic workers in private homes on farms operated
for profit are not covered. In order for domestic servants in other
private homes to be covered, such workers must be paid $25 or more
in cash wages by the particular employer during a calendar quarter
and, in addition, must be employed by such employer for at least
26 days during such quarter (or else have heen employed for at least 26
days by this employer in the previous calendar quarter). Under this
definition of a “regular” worker, most domestic employees who are
hired on a weekly or monthly basis will be covered, while most part-
time workers, and all casual or intermittent workers, will be excluded
from coverage.

The bill also extends coverage to nonstudent domestic workers of
local college clubs, fraternities, and sororities, whose remuneration is
at least $100 in a calendar quarter. Students performing domestic
work for such employers will continue to be excluded from coverage.

There are certain types of nonbusiness services which are not,
strictly speaking, domestic service in private homes but which are
difficult to distinguish from domestic service. To facilitate coverage
determinations, the same requirements for coverage are applied to
both domestic and other nonbusiness service, namely, cash remuner-
ation of at least $25 in a calendar quarter and employment in at least
26 days of such quarter.

It 1s difficult to estimate what the effects of the restrictions on
coverage of domestic service will have on the total number of domestic
workers who are covered, but it is believed that there will be about
950,000 covered.

4. Employees of nonprofit organizations.—The bill would cover all
employees of religious, charitable, and other nonprofit organizations
except members of the clergy and religious orders. About 600,000
such employees would be covered in the course of an average week.
Such organizations have expressed almost unanimously a desire for
coverage provided that their traditional tax-exempt status would not
thereby be threatened. Under the bill, their exempt status would be
safeguarded. Although the regular compulsory employee contribution
of the program would be imposed on their employees, exemption from
the employer tax of the program would be continued for nonprofit
organizations unless the organization elects to pay the employer tax
by waiving the tax exemption. In such case, the employees would be
given full credit toward benefits for wages received. Otherwise, only
one-half of the employee’s wages would be credited toward benefits.

A waiver of tax exemption would be applicable to all employees and
could not be terminated by the employer until it had been in effect
for at least 5 years, and then the employer would have to give 2 years’
advance notice. Statements by nonprofit organizations indicate that
the great majority of such organizations would elect to pay the em-
ployer contribution, and so provide full insurance protection for their
employees.

The bill would continue to exclude service performed for nominal
amounts in the employ of tax-exempt nonprofit organizations, service
performed by student nurses and internes, and service performed by
students in the employ of colleges and universities. These exclusions
simplify administration without depriving any significant number of
people of needed protection. On the other hand, coverage would be
extended, except where the services are performed for nominal
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amounts, to certain ritualistic or dues-collecting services for fraternal
beneficiary societies, service for agricultural and horticultural organi-
zations, and for voluntary employees’ beneficiary associations, and
certain services performed by students in the employ of tax-exempt
organizations.

5. ‘Border-line “agricultural”’ labor—Certain types of services now
excluded as agricultural are essentially commercial and industrial.
The bill would modify the definition of ‘“‘agricultural labor’’ to pro-
vide insurance protection for individuals performing such services.
It is estimated that this change would extend coverage to about
200,000 persons in the course of an average week.

Coverage has been extended under this new definition to services
performed off the farm in connection with the raising or harvesting
of mushrooms, the hatching of poultry, and the operation or mainte-
nance of irrigation ditches, and to services performed in the processing
of maple sap into maple sirup or maple sugar (as distinguished from
the gathering of maple sap).

Coverage would also be provided for individuals performing post-
harvesting services in the employ of commercial handlers of fruit and
vegetables, or in the employ of farmers’ cooperatives, irrespective of
the agricultural commodity in connection with which the services are
performed. -

6. Federal civilian employees not covered under any retirement sys-
tem.—The bill would extend coverage to about 100,000 civilian em-
ployees of the Federal Government and its instrumentalities in the
course of an average week. Employees who are now covered by a
federally established retirement system would not be included. Cer-
tain employees who are not under retirement systems would also
remain excluded; they are, in general, employees who are temporary
workers or whose employment will eventually be covered under some
other Federal benefit system. The purpose of the exclusions is to
avoid the nuisance of reporting inconsequential amounts for which no
significant benefit rights would be given. Members of the legislative
branch and elected officials in the executive branch of the Government
would also be excluded.

7. Americans employed outside the United States.—During the
course of an average week about 150,000 American citizens work out-
side the United States for American employers, and the number is
increasing. Because old-age and survivors insurance coverage does
not, in general, extend beyond the geographical boundaries of the
United States, the insurance protection of persons who take such jobs
is interrupted. The bill would extend coverage to this group.

The bill would also extend coverage to employment performed on
American aircraft outside the United States, under the conditions
\évhich now apply to maritime service performed outside the United

tates.

8. Puerto Rico and the Virgin Islands. —By extending the definition
of the terms “State’’ and “United States,” coverage would be ex-
tended to include services performed in the Virgin Islands of the
United States and, if requested by the legislature, in Puerto Rico.
About 5,000 persons would be covered in the Virgin Islands and about
250,000 in Puerto Rico during the course of an average week. These
areas of our American economy are among those most in need ot the
social insurance system. Because average earnings are relatively low,
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workers there are generally unable to provide for their own future
security. Despite low wages and some irregularity of employment,
it appears that most such workers in covered occupations would be
able to qualify for insurance benefits.

9. Definition of “employee.”’—The definition of “employee’ used in the
bill has two significant results. First it provides coverage as employees
for from 500,000 to 750,000 persons who are not covered under the
definition in the present law. Secondly, by providing a more precise
definition of the term than that in the present law it would go a long
way toward clarifying the coverage status of individuals in the twilight
zone between employment and self-employment.

The new definition, which is effective with respect to services per-
formed after 1949, has four parts. The first part provides (as does
existing law) that an officer of a corporation i1s an employee of the
corporation. The second provides that the usual common-law rules
are to be used to determine whether an individual is an employee.
Thus all persons who have been determined to be employees under
existing law will continue to be considered employees.

The second part of the definition also provides that full force and
effect be given to a written contract expressly reciting that the person
for whom the service is performed shall have complete control over
the performance of such service and that the individual, in the per-
formance of such service (either alone or as a member of a group), is
the employee of such person. The definition does not, however, give
force or effect to a contract which expressly provides that the person
for whom the services are performed shall not have the right to control
and direct the individual who performs the service or which provides
that such individual is not the employee of such person. In the latter
type of contract all the facts and circumstances of the particular case
must be considered to determine whether such individual is an em-
ployee either under the usual common-law rules or under the other
tests of the definition.

The usual common-law rules for determining the employer-employee
relationship fall short of covering certain individuals who should be
covered as employees for the purposes of the old-age, survivors, and
disability insurance program. The third and fourth parts of the defi-
nition of “‘employee’ correct this deficiency in the existing law by
extendin% coverage to individuals who, although not employees under
the usual common-law rules, occupy a status not materially different
from those who are employees under such rules,

The third part of the definition extends coverage to individuals who
perform services, under prescribed circumstances, in seven occupa-
tional groups. Your committee has designated these groups to assure
the coverage of individuals who fall within them even though such
individuals may be covered as employees under other tests of the
definition. If such individuals are not classifiable as employees under
this part of the definition, they may nevertheless be employees under
an application of one of the other parts.

Under the third part of the definition an individual who performs
services for remuneration for any person in an occupation falling within
one of the enumerated groups is an employee if his contract of service
contemplates that substantially all of such services (other than in the
case of a mining lessee) are to be performed personally by such indi-
vidual, unless (1) such individual has a substantial investiment (other
than the investment by a salesman in the facilities for transportation)
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in the facilities of the trade, occupation, business, or profession, with
respect to which the services are performed, or (2) the services are in
the nature of a single transaction not part of a continuing relationship
with the person for whom the services are performed.

Your committee believes that, while paragraph (3) of the definition
will prove helpful to employers and employees as well as to the admin-
istrative agencies in identifying certain groups of individuals who
should be covered as employees, such paragraph in itself is inadequate
to correct the deficiencies in the usual common-law rules. The infinite
and subtle variations in service reélationships within our economy
make it impracticable to designate in the statute by occupational
label all the groups which shéuld have employee coverage. Accord-
ingly, your committee has added paragraph (4) to the definition of
“employee.”

The fourth test of employee status differentiates between individuals
who are employees and those who are not employees on the basis of
factual considerations and not on the basis of technical legal con-
siderations. Under this test the status of an individual in the per-
formance of service for any person for remuneration is determined
from the combined effect of the following enumerated factors: (1)
Control over the individual; (2) permanency of the relationship; (3)
regularity and frequency of performance of the service; (4) integration
of the individual’s work in the business to which he renders service;
(5) lack of skill required of the individual; (6) lack of investment by
the individual in facilities for work; and (7) lack of opportunities of
the individual for profit or loss.

If the combined effect of all such factors indicates that the indi-
vidual is performing the service in the pursuit of his own business he
will not be considered an employee-under this test of the definition.

Examples of the way in which the fourth test of the definition
applies in particular situations are given in the section-by-section
analysis of the bill.

V. OLD-AGE AND SURVIVORS INSURANCE BENEFITS FOR WORLD WAR II
VETERANS

The Federal Government, in removing World War 11 servicemen
from the civilian labor force, deprived them of the opportunity to
acquire wage credits under the Federal old-age and survivors insurance
program. The chance for young servicemen to acquire benefit rights
under the program was impaired, and the opportunity for others to
increase or maintain their existing protection was lessened. It is
believed only fair, therefore, that the Federal Government should give
adequate recognition under the program to wartime military service.

Congress has made limited provision for veterans of World War II
in section 210 of the Social Security Act, enacted in 1946. TUnder
these provisions a veteran who meets certain service requirements and
who dies within 3 years after separation from service is considered to
have died fully insured with an average monthly wage of not less than
$160. However, these provisions do not apply if the veteran died in
service or if the Veterans’ Administration determines that any pension
or compensation is payable, by reason of the death of the veteran,
under any law administered by that agency. Moreover, the 3-year
period of protection provided under section 210 has now expired in the
great majority of cases. The bill would leave this provision unchanged.
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Your committee believes that the only appropriate remedy for the
present situation is one which will give World War II veterans the
status they might have had if military service had not interfered with
their employment. Accordingly, the bill would provide veterans
with wage credits of $160 for each month of military service performed
during the World War 11 period. These wage credits would be given
regardless of whether death occurred in service and whether veterans’
benefits were payable. In cases in which the protection provided
under section 210 and that provided by the military-service wage
credits overlap, the bill would permit application of the provisions that
would result in the most favorable treatment. The cost of the addi-
tional benefits resulting from the wage credits would be met by special
appropriations to the trust fund.

As indicated, your committee does not believe that the war-service
wage credits should be withheld where pension or compensation is
payable by the Veterans’ Administration.

In most cases where the individual died in service the wage credits
are of real significance in providing additional benefits for his widow
and children. In many cases, such deceased servicemen were
insured when they entered military service, but with the absence of
wage credits during service, lost insured status or had their benefit
amounts sharply reduced. A very real hardship therefore results in
most death-in-service cases if wage credits are not given or if pro-
visions were included for adjustment where compensation is payable
by the Veterans’ Administration.

The wage credits would be taken into account in computing any
monthly benefits payable for any month after 1949 (including cases
where death occurred prior to 1950) and in determining lump-sum
death payments where the veteran dies after 1949. The bill would
not provide for payment of retroactive monthly benefits or for lump
sums in cases where the death has already occurred.

VI. OLD-AGE AND SURVIVORS INSURANCE BENEFITS LIBERALIZED

A. General

A major change proposed in this bill is to establish a level of old-
age and survivors insurance benefits appreciably higher than the
amounts provided in the present Social Security Act which were
geared to prewar conditions and wage levels. For retired workers
who are already on the benefit rolls, the range of benefits (exclusive
of any benefits for their eligible dependents) will be between $25 and
$64.40 per month as compared with the present range of from $10 to
$45.20. The average payment now is about $26, and this will be
mncreased to about $44, or 70 percent, under the proposal (the manner
In which benefits for those now on the roll will be increased is dis-
cussed subsequently). The amended benefit provisions which will
apply generally to retired workers who claim benefits after 1949 will
yield an average benefit of $50 to $55 in 1950.

Several factors contribute to this increase in benefit amount for
those coming on the roll after the effective date. The new benefit
formula itself gives a much higher proportion of the average monthly
wage than the present formula. Other factors of lesser importance
are the increase in the wage base, which allows benefits to be based on
greater total earnings than is the case at present, and the increase in
the minimum benefit from $10 to. $25.
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On the other hand, there are factors in the benefit provisions which
will tend to prevent costs from rising as high, in the long run, as the
initial increase might lead one to expect.

Table 1 sets forth the amounts of old-age insurance benefits payable
to regularly employed workers at various levels of average monthly
wage and for various numbers of years of coverage, under the present
law and under the bill, without showing supplementary benefits for
dependents.

TasrLe 1.—Illustrative monthly primary amounts
[All figures rounded to nearest dollar]

10 possible years of 20 possible years of 40 possible years of
coverage coverage coverage
Monthly wage while working

Present law{ H.-R. 6000 |Present law| H. R. 6000 |Present law( H. R. 6000

Covered in all possible years

$22 $26 $24 $28 $28 $30

52 30 55 35 60

33 58 36 60 42 66

38 63 42 66 49 72

44 68 48 72 56 78

O] 74 1) 7 o 84

$10 $25 $11 $25 $12 $25

21 26 22 28 24 30

24 29 25 30 27 33

26 32 28 33 30 36

29 34 30 36 33 39

o 37 &) 38 I0) ©

t Present law includes wages only up to $250 per month.

B. Computation of benefits

1. Wage base.—The wage base to which benefits are related is
changed in a number of respects. In general, the result will be to
raise benefit amounts. .

The maximum of wages and self-employment income which may be
used in computing the amount of benefits is increased from $3,000 to
$3,600 per year. .

2. Average monthly wage.—The bill changes the method for com-
puting the ‘“‘average monthly wage,”” which is used in computing the
primary insurance amount. All benefits, including dependents and
survivors insurance benefits, are based on the primary insurance
amount. In the present Social Security Act, the average monthly
wage is obtained by dividing the individual’s total taxable wages by
the number of months after 1936, when the program began, or after
the individual attained age 22, if that was later, and up to the time
his benefit 1s calculated at age 65 or later, or at death. Periods
during which the individual was out of covered employment for any
reason before age 65 reduce the average monthly wage and, therefore,
the insurance benefit. If, for example, a worker earns $100 a month
while in covered employment, and 1s in such employment only 5 out
of 10 years before retirement, his average monthly wage, under the
present law, is only $50. :

If the present method of computing the average monthly wage
were applied to the individuals brought in by the extensions of cover-
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age provided in this bill, old-age insurance benefits awarded to them
for several years ahead would be no more than the minimum amount.
These individuals would be severely handicapped by the 13 years
during which they had no wages in covered employment. Accordingly,
the bill permits the average monthly wage to be computed on the
basis of wages—including self-employment income—after 1949
(rather than after 1936) if this produces a larger amount. Thus, bene-
fits for newly covered individuals will be more nearly comparable in
amount to those for workers covered since the inception of the old-
age and survivors insurance program than they would have been under
the present method of computing the average monthly wage.

The bill also defines the “average monthly wage” in a different
manner, namely as the quotient obtained by dividing the total of
wages and self-employment income paid to or derived by the individ-
ual during those years which were ‘“years of coverage” by 12 timnes
the number of such years. A year of coverage is defined as & year in
which earnings from covered employment were at least $200 during
1937-49 andj $400 {for 1950 and after. The higher amount for years
after 1949 was set 1 the bill to take account of the increase in wage
rates since 1939. Earnings of as little as $200 in a year cannot now be
salid to represent substantial attachment to covered employment.
With the higher wage rates now in effect, workers who ordinarily are
self-supporting will have no difficulty in meeting the $400 requirement.

If insured individuals have fewer than 5 years of coverage, the
average monthly wage will nonetheless be computed over a 5-year
period. For example, if a newly covered worker became insured on
the basis of employment in 1950, 1951, and 1952 and if he had total
wages of $3,600 in each of those years, his average monthly wage would
be $180 (instead of $300) because the divisor months would be 60
rather than 36. However, such individuals will have paid very small
amounts of taxes, and their benefits will be substantial in comparison
with those taxes. (See discussion of insured status.)

There are certain advantages in changing the method of calculation
of the average wage. It has always confused beneficiaries to have the
wages averaged over years when they were not in covered employment.
This confusion will be avoided by hyguring the average monthly wage
only over years of coverage.

3. Continuation factor.—To establish a reasonable differential
between the benefits of persons regularly engaged in covered employ-
ment and those who work in such employment only intermittently,
the bill provides for multiplying the base amount (to be described
hereafter) by a “continuation factor’”’ in obtaining the primary insur-
ance amount. The continuation factor (which may never exceed 1)
is defined as the quotient obtained by dividing the number of an
individual’s years of coverage (or the number 5, if that is greater) by
the nuinber of years in his elapsed period. To avoid undue reduction
of the benefits of newly covered workers, in determining the continua-
tion factor, the starting date for counting years of coverage and elapsed
years will be 1936 or 1949 (or, for the elapsed period, attainment of
age 21, if later), whichever results in the higher factor. As a result,
the continuation factor would be 1, and thus have no effect, for those
who die or reach age 65 before 1956.

The provision that the number of years of coverage shall be taken
as at least 5, in computing the continuation factor, prevents further
reduction of the benefits of those individuals who retire or die with
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less than 5 years of coverage. These individuals will have had their
average monthly wage reduced by the use of the minimum divisor of
5 years in the average wage computation even though they did not
have wages in 5 years. It would be unjust to provide a double reduc-
tion because of the same circumstance.

4. Benefit formula.—Individuals whose average wages have been
low should receive a greater percentage replacement of those wages in
the form of benefits than those with relatively high wages. The latter
have more opportunity to provide against economic contingencies
through private means. The bill provides that the base amount shall
be 50 percent of the first $100 of average monthly wage and 10 percent
of that portion of the average monthly wage which exceeds $100; the
present formula is 40 percent of the first $50 and 10 percent of the
remainder. Thus, the new formula gives more weight to low-bracket
wages than does the formula in the present Social Security Act. It
also recognizes the general increase in wage levels through expansion
of the bracket within which the larger percentage applies. Thus, an
individual whose average monthly wage is $100 will have a base
amount of $50 instead of $25, as at present.

The increase in wage levels is, as mentioned above, also recognized
in increasing the wage base to $3,600. Consequently, the average
monthly wage may reach a maximum of $300 instead of $250. This
offsets to some extent the effect of other changes, which by themselves
would narrow the relative differences in benefit amounts payable to
beneficiaries at the lowest and highest levels of average monthly
wage. It is important to maintain a significant spread of benefits
from minimum to maximum primary benefit amounts in a contribu-
tory program in which benefits are related to former earnings.

Although workers with average wages above $250 will receive sub-
stantial increases, their benefits, as a percentage of their former earn-
ings, will still be much less than those for workers at lower wage levels.
The base amount for a $300 average monthly wage would be 23 per-
gerllt of that wage, as compared with 50 percent for wages of $100 and

elow.

As in the present law, the formula recognizes length of service by
increasing the base amount for each year of coverage. The amount
of annual increase (termed ‘‘increment’’) of the base amount is
changed from 1 percent to )4 percent. This increment is given for
each “year of coverage” (as defined previously). Your committee
feels that the increment is an essential part of a social security
system. ‘

An example of the method of computing benefits follows. Assume
that the retired worker had an average monthly wage over his years
of coverage of $200 per month and that he had 20 years of coverage
out of a 25-year elapsed period. His base amount would then be
$60 (50 percent of the first $100 of average wage plus 10 percent of
the next $100 of average wage, or $50 plus $10). The individual’s
continuation factor is 80 percent (based on his having 20 years of
coverage out of a possible 25 years, or in other words years of coverage
in 80 percent of the possible years). The amount coming from the
increment is 10 percent of the base amount (since there are 20 years
of coverage at } percent each) or $6. To this there is then added
the product of the continuation factor and the base amount which is
$48 (80 percent of $60) yielding a total of $54 which is the primary
insurance amount.
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Under the average wage method in existing law (which does not
contain the continuation factor), persons who shift between covered
and noncovered employment have lower benefits, but not propor-
tionately lower, than those who work at the same wage rate while
employed and who remain regularly in covered employment. For
example, the man who works in covered employment for all 40 years
out of a possible 40 years at $100 per month now receives a benefit of
$35; the man who works 20 out of 40 years at the same rate (and whose
average wage is considered to be only $50 for benefit purposes)
receives $24 or about two-thirds as much even though the contribu-
tions were only one-half as great. With extension of coverage, it
seems reasonable to eliminate this relative advantage (in relation to
their contributions) to persons whose work is divided between covered
and n(l)ncovered employment. The new formula would providesuch
a result.

‘The increment of one-half of 1 percent for each year of coverage
helps relate benefits to absolute length of service; the continuation
factor relates benefits to the proportion of the time an individual
actually spends in covered employment as compared with the time
he could possibly have been in covered employment. Thus, an
individual who worked steadily in covered employment for 20 years
out of a 20-year elapsed period and earned an average monthly wage
of $100 will receive $55 in benefits (exclusive of any supplementary
benefits for dependents) ; an individual who had the same average wage
and worked for 40 years out of a 40-year elapsed period would receive
$60. The only difference here is the increment for each extra year of
coverage. However, an individual who had worked for only 20 years
in covered employment out of a 40-year elapsed period, earning the
same monthly wages, would receive a $30 benefit or only half as much.
Since, for half his working life he has not been in employment covered
by the law, he should receive only half as much as individuals with
the same average earnings who were in covered employment for all of
their wages. If there were no continuation factor, the half-time
worker would receive a great bonus from the program.

5. Family benefits.—The proposed increase in the primary insurance
amount will provide correspondingly larger benefits to dependents
and survivors, who need such increases just as do retired workers.
The dependents and survivors benefits are related to the primary
insurance amount as follows (subject to certain maximums):

Beneficiary Present law | H. R. 6000

Percent Percent
50

Child e R 50 150
WA OW o e e am 75 75
PaTeIt . e ’ 50 75

1Tn survivor cases, 75 Percent for first child.

As reflected in the above table, parent’s benefits would be increased
from one-half to three-fourths of the primary insurance amount,
which is the proportion paid a worker’'s widow. Also, the total
family benefits payable to survivor children has been increased by
one-fourth of the primary insurance amount so as to give somewhat
more protection to surviving children.

The substantial increases in benefit amounts provided in the bill
would not be fully effective, however, without an increase in the pres-
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ent maximum limitations upon the over-all amount payable to the
family of an insured worker. Accordingly, the present maximum of
$85 per month would be raised under the bill to $150, which would
approximate the increase in primary benefits and would take into
account the increase in the wage base. The present maximum of
twice the primary benefit (which is unduly restrictive on survivor
families at the middle-income levels) would be eliminated. At the
same time the present maximum of 80 percent of the worker’s average
monthly wage will be retained as a reasonable limit beyond which
total family benefits should not go, but in no case would this maximum
provision reduce the total of such benefits below $40.

Those now on the benefit rolls will have their benefits raised in
accordance with the conversion table described hereafter (and sum-
marized in table 4). Those coming on the rolls after the effective
date will, in general, have their benefits based on the higher amounts
arising under the new method of benefit calculation. Table 2 shows
illustrative monthly benefits for a retired worker with an eligible wife,
while table 3 gives corresponding figures for various survivor categories.

TaBLE 2.—Illustrative monthly benefits for retired workers
[All figures rounded to nearest dollar]

Present law H. R. 6000

Average monthly wage
Single Married ! Single Married t

Insured worker covered for 5 years

$21 $32 $26 $38

26 39 51 77

32 47 56 85

37 55 62 92

42 63 67 100

) @ 72 108

Insured worker covered for 10 years

$22 $33 $26 $39
28 41 52 79
33 50 58 87
38 58 63 94
44 66 68 102

Insured worker covered for 20 years

$24 $36 $28 $40
30 45 55 80
36 54 60 91
42 63 66 99
48 72 72 107

Insured worker covered for 40 years

$28 $40 $30 $40
35 52 60 80
42 63 66 99
49 74 72 108
56 84 78 17
® O] 84 126

! With wife 85 or over.
2 Present law includes wages only up to $250 per month.

Nore.—“Average wage’’ is computed differently under the two plans (see text). These figuresare based
on the assumption that the insured worker was in covered employment steadily each year after 1849 (or
after 1936 as the case may be).
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TaBLE 3.—Illusirative monthly benefits for survivors of insured workers
[All figures rounded to nearest dollar]

Aged parentlor| Widow and Widow and ‘Widow and

Aged widow ! | “Foniid alone 1child 2 children 3 children

Average monthly
wage

Present| H. R. | Present| H. R. |Present| H. R. { Present; H. R. | Present| H. R.
law 6000 law 6000 law 6000 law 6000 law 6000

Insured worker covered for 5 years

$16 $19 $10 $19 $26 $38 $37 $40 1 340 $40
20 38 13 38 33 77 46 80 52 80
24 42 16 42 39 85 55 113 63 120
28 46 18 46 46 92 64 123 74 150
32 50 21 50 52 100 74 133 84 150
® 54 )] 54 ® 108 ® . 144 &) 150

$16 $20 $11 $20 $28 $39 $38 $40 $40 $40
21 39 14 39 34 79 48 80 55 80
25 43 16 43 41 87 58 116 66 120
29 47 19 47 48 94 67 126 77 150
33 51 22 51 55 102 77 137 85 150
(O] 55 (O] 55 (O] 110 ® . 147 (O] 150

$18 $21 $12 $21 $30 $40 $40 $40 $40 -$40

22 41 15 41 38 80 52 80 60 80
27 45 13 45 45 2 63 120 72 120
32 50 21 50 52 99 74 132 84 150
36 54 24 54 60 107 84 143 85 150
® 8| & 581 O ns| ® W ® 150

Insured worker covered for 40 years

$21 $22 $14 $22 $35 $40 $40 $40 $40 $40

26 45 18 45 44 80 61 80 70 80
32 50 21 50 52 99 74 120 84 120
37 54 24 54 61 108 85 144 85 150
58 28 58 70 117 85 150 85 150

® 6] O 631 126 @ 10| @ 150

1 Age 65 or over.
? Present law includes wages only up to $250 per month.
NorTE.—*Average wage” is computed differently under the two plans (see text). These figurcs are based

on the assumption that the insured worker was in covered employment steadily each year after 1949 (or after
1936 as the case may be).

The provisions relating to the dependency of a child on his mother,
adopting mother, or stepparent have been rewritten to give greater
protection to children who have largely relied for their support on such
a parent, even though the child’s father was contributing something.
Your committee believes that the revised provisions will better pro-
tect those children whose fathers have not been able to give them
full support, without reducing the force of the father’s legal obligation
toward his children.

In line with the intent to pay benefits to individuals who have
actually been dependent upon a deceased wage earner, the bill permits
a divorced wife as well as a widow to qualify for monthly survivor
benefits, if the divorced wife has entitled children of her former hus-
band in her care, has not remarried, and was dependent upon him.

Lump-sum death payments may now be made only if the insured
worker leaves no survivor who could immediately become entitled
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to monthly benefits. The extra expenses of death impose as great
a burden on those survivors who draw monthly benefits as those who
do not. Your committee believes that the lump-sum should be pay-
able upon the death of any insured worker irrespective of the payment
of monthly survivor benefits. On the other hand since the primary
insurance amount is increased, the lump-sum payment is to be deter-
mined as three times the primary insurance amount, rather than six
times as in present law. Accordingly, the average lump-sum death
payment will continue to be about $150.

6. Increase of existing benefits.—The increase in benefit amounts for
persons now on the rolls will be accomplished by the use of a table
included in the bill (a summary of this table is presented in table 4}).
This will avoid the necessity of recomputing benefit amounts individ-
ually according to the new formula, which would be an extremely time-
consuming and expensive administrative procedure. To assure that
the persons already on the rolls will not have their benefits increased
to an amount higher than that which will be paid to persons coming
on the rolls after the new formula becomes effective, the table has
been constructed to yield a somewhat lower average benefit than the
new formula will produce. Since persons retiring after 1949 will be
paying a higher rate of contributions than has been charged to date,
their benefits should be higher than those given to present beneficiaries
by the table. There is precedent for increasing benefits for those
now on the roll since this has been done in the past when the Congress
has liberalized the civil service and railroad retirement systems, and
this is also a common practice in private pension plans,

TaBLE 4.—Summary of conversion table for computing new benefits for those now on
the roll

[A1l figures rounded to nearest dollar]

Present pri- New primary Maximum
mary insurance insurance family benefits
benefit amount payable
$10 $25 $40
15 31 50
20 36 58
25 44 78
30 51 113
35 55 145
40 60 150
45 64 150
EXAMPLES

1. Retired worker now receiving $25 per month will receive $44 afier effective date. Supplementary
benefits for his eligible benefits or survivors cannot exceed $78.

2. Widow age 65 or over now receiving $30 per month (based qn three-fourths of deceased husband’s pri-
mary benefit of $40) will receive $45 after effective date (three-fourths of $60.

C. Retirement age

Your committee carefully considered the advisability of reducing
the minimum age at which old-age benefits are payable below the
present age of 65. IHowever, cost considerations make any such
change inadvisable. For instance, the life expectancy at age 65 is
currently 12.1 years for men and 13.6 years for women, whereas at
age 60 the corresponding figures are 15.1 and 17.0 years, respectively,
or about 25 percent higher. Moreover, contributions would be paid
for 5 years less if retirement occurred at age 60 instead of age 65.
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The addition of permanent and total disability benefits makes less
necessary the lowering of the minimum age for old-age benefits.
Many of those in need of earlier benefits than at age 65 will qualify
under these provisions.

VII. EMPLOYMENT INCOME LIMITATION FOR OLD-AGE AND SURVIVORS
INSURANCE BENEFICIARIES

Under existing law any person on the old-age and survivors insur-
ance benefits rolls loses his benefits with respect to any month in
which he earns $15 or more in covered employment. If a retired
wage earner himself earns above this amount, not only his own ben-
efit, but also all benefits payable to his dependents are suspended.

Complete abandonment, or too drastic modification, of the income
limitation would be prohibitive in cost to the system. However, in
order to enable beneficiaries to supplement their social-security benefits
to a greater extent, and to encourage those who can do so to engage
in productive employment, the bill would increase to $50 a month
the amount that may be earned by a beneficiary without loss of
benefits.

To place the self-employed on a comparable basis with wage earners,
notwithstanding the fact that self-employment income is generally
computed annually and often will not be known with respect to a single
month of a year, the bill provides that an individual with net earnings
from self-employment of not more than $600 in a full year would not
thereby be deprived of his benefit for any month of that year. If a
beneficiary’s net earnings from self-employment exceed the exempt
amount ($600 in a taxable year of 12 months), one benefit deduction
would be made for each $50 or fraction of $50 of income in excess of
the exempt amount. Deductions attributable to self-employment
income would, in general, not be imposed for any month for which
deductions are imposable for another reason, such as earnings of more
than $50 in wages.

There would be no limit upon the earnings of insured persons age
75 and over, or of their dependents age 75 ‘and over, since compara-
tively few persons contiiue to work regularly at substantial wages
after that age. This provision has particular significance for self-
employed persons and others engaged in occupations in which retire-
ment 18 customarily deferred to an advanced age.

In view of the possibility that income from a trade or business may
represent merely a return on investment, or, even if personal effort is
involved, that the services may have been rendered in only some but
not in all months of the year, the bill provides that there shall be no
loss of benefits for any month in which an individual has not rendered
substantial services in seli-employment.

There is no single rule under which the determination of whether
or not a beneficiary has rendered substantial services in self-employ-
ment in a particular month can be made. The factors to be considered
in such determinations vary with the diverse conditions characteristic
of the great variety of-trades or businesses covered by the program.
Such determinations must be based on the facts of the particular case
with the aim of deciding whether by any reasonable standard the
beneficiary can be considered to have been retired in that particular
month. The bill provides tor these determinations to be made in
accordance with regulations of the Federal Security Administrator.
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The following factors, among others, would be weighed in making
these determinations:

(1) The presence or absence of a paid manager, a partner,
or a family member who manages the business.

(2) The amount of time devoted to the business.

(3) 'The nature of the services rendered by the beneficiary.

(4) The type of business establishment.

(5) The seasonal nature of the business.

(6) The relationship of the activity performed prior to the
period of retirement with that performed subsequent to retire-
ment.

(7) The amount of capital invested in the business.

Illustrations of the application of these factors are given in the
section-by-section analysis of this report.

To prevent lag between the rendition of services in self-employment
and the deductions of benefits, beneficiaries would be encouraged to
advise the Administrator when they render substantial services and
expect t0 earn more than the exempt amount (ordinarily $600). On
the basis of this advice, the Administrator would suspend benefits
concurrently with the beneficiary’s receipt of income from his trade
or business. At the end of the year, the Administrator would re-
view the action taken in the light of the beneficiary’s actual earnings
for the year, and make whatever adjustments are necessary.

VIII. INSURED STATUS FOR OLD-AGE AND SURVIVORS INSURANCE

The extension of old-age and survivors insurance coverage to large
new occupational groups requires changes in the eligibility provisions
to enable members of these groups to qualify for benefits within a
reasonable period of time. However, it would be undesirable if
benefits could be obtained on the basis of inconsequential amounts of
employment and contributions. To this end, the bill retains the
provision in the present law as the basic requirement for ‘“fully
insured status” (which entitles individuals to old-age and all types of
dependents and survivors benefits). To be fully mnsured under this
provision, an individual must have been engaged in covered employ-
ment either in approximately half his possible working lifetime after
1936 or for 10 years.

To reduce the handicap of a late start in the case of those whose
occupations will now be covered for the first time another method of
becoming insured is provided which, however, is applicable to all
workers. It permits an individual to be fully insured, whether in
newly covered employment or not, if he has worked in employment
covered by the act for approximately 5 out of the 10 years immedi-
ately preceding his death or his claim for old-age benefits. The
change will be especially helpful to those newly covered workers who
are already old as is shown by table 5.

Although persons who become fully insured on the basis of this
new alternative will qualify for benefits in excess of the value of their
contributions, this is not inconsistent with the principles of a con-
tributory retirement program. In the early years of a retirement
program special consideration has to be given to those already nearing
retirement age who, otherwise, would not be able to build up adequate
security. The civil service retirement and railroad retirement pro-
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grams, as well as nearly all State and local retirement systems and
systems in private industry, include arrangements for crediting past
service. The eligibility requirements in the old-age and survivors
insurance program are a method of recognizing and giving credit for
the previous years of service which it may be presumed the older’
worker has rendered in occupations now covered for the first time.

TaBLE 5.—Illustrations of quarters of coverage required for fully insured status for
old-age benefits

Age! Present law H. R. 6000

32 | 32/0T 20 out of last 40.

1 Age attained in first half of 1950.

Note.—The required quarters of coverage shown above may be acquired either before or after extension
of coverage in 1950.

In the present Social Security Act the measurement of covered
employment, for purposes of insured status, is in terms of ‘“‘quarters
of coverage.”” These are calendar quarters in which an individual
was paid wages of at least $50. In view both of the considerable rise
in wages since 1939 and the higher benefit amounts which would be
provided by this bill, your committee believes that $50 in wages dur-
ing a 3-month period now represents so limited an attachment to the
covered labor force as to be unsuitable for establishing quarters of
coverage. The bill, therefore, provides that after 1949 a quarter of
coverage must be a calendar quarter in which the individual was paid
wages of at least $100, or for which he was credited with at least $200
of self-employment income. Quarters of coverage earned before 1950
on the basis of $50 will be retained to an individual’s credit.

The bill retains the provision in the present law for currently
insured status whereby lump-sum death payments and certain types
of survivors monthly benefits may be paid to the survivors of an
individual who had recent employment (approximately half the time
in the 3-year period preceding the individual’s death) even though he
was nof fully insured. During the first 5 years after the effective -
date of this bill, the provision for paying survivors benefits on the
basis of currently insured status will be of major importance for those
newly covered workers who die leaving young children. Such per-
sons can acquire this survivor protection in the second quarter of
1951, after approximately 1% years of covered employment.
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DisaBiLiTy INSURANCE
IX. PERMANENT AND TQTAL DISABILITY INSURANCE

A. Need for disability insurance

The old-age and survivors insurance system does not now meet the
needs of those who become disabled before they reach the normal age
of retirement. At least 2,000,000 persons in the United States are
chronic invalids. Diseases of the heart and arteries, cancer, rheuma-
tism, arthritis, kidney diseases, and other chronic ailments have be-
come the major causes of permanent disability and death. Chronic
invalidism spares no age group, but it is more common to the older
worker, the one who has been in covered employment for a number of
years and has made substantial contributions to the social-insurance
system. The system today actually penalizes the disabled worker
by reducing, or extinguishing his right to, eventual benefits, depending
on his insured status and the length of his absence from the labor
market. The addition of permanent and total disability benefits
will inject more realism into the retirement concept, and will effec-
tively counteract pressures for a reduction in the age of normal retire-
ment.

The coverage provided by private insurance is very limited in this
area. A few employed groups have some protection through special
funds. Employees disabléed on the job may benefit from State work-
men’s compensation laws——but only about 5 percent of all permanent
and total disability cases are work-connected. The Congress in the
past has enacted legislation providing permanent and total disability
benefits for railroad workers, veterans, and most Federal employees.
Also many State and local government employees are provided dis-
ability protection in their pension plans. But for most wage earners
and self-employed there 1s now no protection against income loss
caused by permanent and total disability.

Consideration has been given to the proposal that benefits for
permanent and total disability be confined solely to a separate category
of public assistance. Your committee believes, however, that public
assistance can meet only part of the problem. Notwithstanding
the present size of its rolls, public assistance is essentially a supple-
mentary measure which should taper off as the insurance program
matures. In permanent and total disability we are dealing funda-
mentally with the problem of involuntary, premature retirement.
The worker who has paid social insurance contributions for a number
of years—perhaps over much of his working lifetime—has a real
stake in the systemn which deserves to be recognized. He should not
be required to show need to become entitled to benefits. Support
for this view is found in the recommendations for 2 permanent and
total disability insurance program made last year by the Senate
Finance Committee’s Advisory Council on Social Security.

Accordingly, the bill provides for permanent and total disability
benefits under old-age and survivors insurance, as well as under public
assistance. The assistance payments will be available only to those
needy disabled who either cannot qualify for insurance payments or
who need supplementary aid.

The committee recommends a conservative disability insurance
program to fill the present gap in the social insurance system. The
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program would apply only to those wage earners and self-employed
persons who have been regular and recent members of the labor force
and who can no longer continue gainful work. Disability benefits for
the worker will be computed in the same manner as old-age benefits
(the amount of the benefit is computed as though the individual had
attained age 65 on the date he became disabled). Mindful of the
added costs, your committee does not recommend payment of benefits
to dependents of disabled beneficiaries. '

B. Administration of the program

The Federal social-insurance system has the necessary basic experi-
ence and equipment for proper administration of disability insurance
benefits. Clerical and mechanical processing involved in disability
claims would be essentially the same as that in the present old-age
and survivors insurance program. Medical determinations of disa-
bility will, of course, introduce a larger element of individual judg-
ment; but no factor is introduced which Federal and State governments
have not hitherto incorporated in programs now being successfully
administered. A limited number of professional people would be
required on the regular staff of the Bureau of Old-Age and Survivors
Insurance to make determinations of disability.

The administrative costs would be payable out of the trust fund
in the same manner as all other administrative costs of the program.

Your committee has been favorably impressed with the adminis-
tration of the old-age and survivors insurance program. We now
have a strong, well-tested social-insurance structure into which the
proposed disability benefits can be appropriately blended with
efficiency and economy of operation. Disability insurance benefits
will provide the necessary balanced protection which the program
has lacked so far.

C. Effective date for disability insurance benefits

The first day on which permanent and total disability will be
recognized for benefit purposes is June 30, 1950, and the individual
must be insured on that date. The 6-month waiting period for
qualified disabled workers who are disabled prior to July 1950 would
be completed at the end of December 1950. Thus, the first month
for which disability insurance benefits will be paid under the bill is
January 1951. Under the insured status provisions of the bill, no
person disabled before July 1948, and without quarters of coverage
after that date, would be eligible for disability benefits.

D. Insured status for disability insurance benefits

Benefits for permanent and total disability will be limited to wage
earners and self-employed persons wbo are regular members of the
labor force. The coverage requirements for insured status will screen
out most of those employed only intermittently or for limited periods.
The requirements for disability insurance benefits are more restrictive
than those for retirement or death benefits in order to make certain
that only tbose workers will be eligible whose disability can be pre-
sumed to have caused a loss of current earnings. For disability bene-
fits, a worker must have at least 20 quarters of coverage out of the
40-calendar-quarter period ending with the quarter of disablement;
in addition, for the purpose of testing recent attachment to the labor
force, he must have 6 quarters of coverage out of the 13-quarter pe-
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riod ending with the quarter of disablement. This latter provision
is designed to exclude persons, such as voluntarily retired housewives
and other workers, who have left the labor force and are no longer
dependent on their earnings. The provisions requiring recent em-
ployment may be somewhat severe for workers who have very lengthy
periods of unemployment before disablement; they may similarly af-
fect some persons whose slowly developing disabilities prevent them
from performing their customary work but who are not yet perma-
nently and totally disabled. Your committee believes that adminis-
trative difficulties prevent payment of disability benefits to those who
became disabled long before the disability program goes into effect.
It would be very difficult in most instances to determine exactly
when such disability occurred and whether insured status existed at
that time.

E. Concept of disability

An insured worker, to qualify for permanent and total disability
benefits, must be stricken with an illness, injury, or other physical or
mental impairment which makes it impossible for him to continue any
substantially gainful activity. It will not be sufficient that he be dis-
abled only for his customary work; he must be disabled for all types of
work, and the impairment must be permanent. These are concepts
for which medical and administrative standards are well established
under comparable programs, such as the programs for permanently
and totally disabled veterans. Benefits will be paid to qualified dis-
abled workers for the month following an initial waiting period of 6
consecutive calendar months of total disability.

An insured worker would also be disabled, by definition, if he is
blind within the meaning of the term as used in the bill. The required
degree of sight loss to be ‘“blind” for permanent and total disability
benefits is the same as that established for service-connected, total
(100 percent) disabling blindness under the veterans’ program (the
definition of disability in the bill parallels closely that used for total
disability by the Veterans’ Administration). A worker who meets
this statutory definition of blindness is presumed to be incapable of
all types of substantially gainful work. Persons who do not meet
the statutory definition, but who nevertheless have a severe visual
handicap (economic blindness) are in the same position as all other
disabled persons, i. e., they may qualify for disability insurance bene-
fits under the general definition of disability if they are unable to
engage in any substantially gainful activity by reason of their impair-
ment.

Your committee, in considering appropriate definitions for a social-
insurance disability program, has studied the precedents of commer-
cial insurance policies and Government life insurance for veterans.
Under these programs total disability which continues for more than
- a specified period (generally 4 or 6 months) is compensable thereafter,
subject to reexamination. The duration of disability throughout the
waiting period sets up a presumption of permanence or of protracted
total disability. Such a presumption gives administrative simplicity
but can result in the compensation of some individuals whose recovery
may be expected, according to medical prognosis, within relatively
short periods of time after the expiration of a 6-month waiting period.
However, such cases would not be compensable under the permanent-



30 SOCIAL SECURITY ACT AMENDMENTS OF 1949

total disability program provided by the bill. It is true that persons
who have been totally disabled for more than 6 months can generally
be presumed to have suffered a substantial loss of earnings and may
need some form of income replacement. Your committee believes,
as this is a new program, that a cautious approach to the payment of
disability benefits 1s necessary to prevent abuses.

F. Employment income limitation

Disability beneficiaries will be subject to a work clause with pro-
visions similar to those applying to old-age and survivors insurance
beneficiaries; benefits will be suspended for months in which the dis-
abled beneficiary earns more than $50 in wages or in self-employment
activity. The disability work clause covers all types of employment
and self-employment, not merely earnings covered by the law. Since
the program insures against inability to perform all types of work,
earnings in any type of job may be an indication of recovery.

It is unlikely that disability beneficiaries will be able to have sub-
stantial earnings except under unusual circumstances such as when an
employer provides a job which is specifically tailored to the disabled
person’s residual capacities. Any disabled person, unless blind, who
demonstrates an earning capacity that approaches or exceeds $50 a
month would be reexamined immediately without waiting for the
periodic reexamination normally scheduled for beneficiaries. Pending
reexamination and a determination as to whether the individual has
regained earning capacity (and should therefore be removed from the
roll), the work clause serves the useful purpose of withholding benefits.
Of course, persons who meet the test of “blindness” in the bill will
continue to be disabled by definition, regardless of the amount of
their earnings; but for these individuals, also, the work clause provides
a satisfactory way of withholding payments while earnings continue
in excess of $50.

G. Adjustment to workmen’s compensation

Payment of disability benefits under the Federal social-security
program should not restrict or interfere with the continued develop-
rsnent of adequate workmen’s compensation programs in the United

tates.

Workmen’s compensation is payable only in approximately 5 per-
cent of all cases of income loss due to permanent and total disability,
so that the area of potential duplication is small. Nevertheless, ade-
quate safeguards should be maintained against unwarranted duplica-
tion of the two types of benefits. The total of benefits payable under
the two programs should not be excessive in relation to the purpose
for which the benefit payments are intended.

The bill provides that an individual, entitled to disability benefits
under both programs on account of the same disability for the same
period of time, will have his social-security disability benefit reduced
by an amount equal to one-half of whichever of the two benefits is the
smaller. Payment of a portion of the social insurance benefit in such
cases is in recognition of the fact that the worker has established a
right to some such benefit through his contributions.
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H. Coordination with old-age and survivors insurance benefits

At age 65, when a disability beneficiary reaches normal retirement
age, he will be automatically transferred to the old-age rolls, and the
provisions of the bill governing old-age insurance benefits will apply.
As a result, the eligible wife and children of a transferred beneficiary
may then become entitled to dependent’s benefits. Similarly, upon
the death of an individual entitled to disability benefits, regular
survivor benefits may be paid to his family. The bill provides that
periods of disability will not be taken into account in determining
insured status for subsequent old-age or survivor benefits; also there
will be no loss or reduction of these benefits because of years during
disability which are not years of coverage.

CosT oF INSURANCE PROGRAMS

X. ACTUARIAL COST ESTIMATES AND FINANCING OF OLD-AGE, SURVIVORS,
AND DISABILITY INSURANCE

Estimates of the future costs of the old-age, survivors, and dis-
ability insurance program are affected by many factors that are diffi-
cult to determine. Accordingly the assumptions used may differ
widely and yet be reasonable. The cost estimates—because of the
time element—mnecessarily have been made on a preliminary basis.
It would be desirable to present the cost estimates as a range to indi-
cate the several results that might occur in the future depending
upon how conditions and experience occur. However, under the
circumstances the estimates have been developed on an intermediate
basis which is, of course, subject to a significant range. Your com-
mittee recognizes and, in fact, wishes to stress the difficulties involved
in estimating the long-range costs of the system. Because of numer-
ous factors such as the aging of the total population of the country
and the inherent slow but steady growth of the benefit roll in any
retirement program, benefit payments may be expected to increasc
continuously for at least the next 50 years.

In general, the costs are shown as a percentage of covered pay
roll. It is believed that this is the best measure of the financial cost
of the program. Dollar figures taken alone are misleading because,
for example, extension of coverage and raising the wage base will
increase not only the outgo but also the income of the system.

Your committee has very carefully considered the problems of cost
in determining the benefit provisions recommended. Also your com-
mittee is firmly of the belief that the old-age, survivors, and disability
insurance program should be on a completely self-supporting basis.
Accordingly, the bill eliminates the provision added in 1943 authorizing
appropriations to the program from general revenues. At the same
time, your committee has recommended a tax schedule which it be-
lieves will make the system self-supporting (or in other words, actuari-
ally sound) as nearly as can be foreseen under present circumstances.
Future experience may differ from the estimates so that this tax sched-
ule, at least in the distant future, may have to be modified slightly—
either upward or downward. This may readily be determined by
future Congresses after the revised program has been in operation for -
a decade or two.
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The tax schedule recommended is as follows:

Calendar year Employee Employer em%‘igsl'ed
Percent Percent Percent
11 115 2y
I Y Y
2
3 3] as
34 34 1%

This tax schedule has been determined on the basis of the following
actuarial cost figures. Table 6 gives an estimate of the level-premium
cost of the program recommended by your committee, tracing through
the increase in cost over the present program according to the major
types of changes proposed. A “level-premium cost” may be defined
as the contribution rate which, if charged from 1950 on, would meet all
benefit payments after 1949 (including the benefit payments to those
on the roll prior to 1950 and the increases which they receive through
the conversion table). This level-premium rate would produce a very
considerable amount of excess income in the early years which, invested
at interest, would help considerably in meeting the higher benefit outgo
ultimately. It should be emphasized that your committee does not
recommend that the system be financed by a high, level tax rate from
1950 on but rather has recommended an increasing schedule, which—
of necessity—will ultimately have to rise higher than the level-premium
rate. ,Nonetheless, this graded tax schedule will produce & consider-
able excess of income over outgo for many years so that a sizable trust
fund will arise; this fund will be invested in Government securities
(Just as is much of the reserves of life insuranee companies and banks,
and as is also the case for the trust funds of the civil service retirement,
railroad retirement, national service life insurance, and United States
Government life insurance systems), and the resulting interest income
will help to bear part of the increased benefit costs of the future. For
comparing the costs of various possible alternative plans and provi-
sions, the use of level-premium rates is helpful as a convenient
yardstick.

TABLE 6.—Preliminary estimate of level-premium costs as percentage of pay roll, by
type of change

- Percent

Cost of benefits of present law__ .o ____________________________ 4. 45

Effcet of proposed changes in bill:
Benefit formula,_ _ _  _ e +1. 35

() New benefit percentages including minimum
and maximum benefit provisions_ _______ +3. 10
(b)) New average wage basis and continuation
factor_ _ __ . ____ —. 65
(¢) Reduction in increment____.______________ —. 80
(d) Increase in wage base to $3,600___________ -~. 30
Liberalized eligibility conditions_ ___ . _______________.____ +.05
Liberalized work clause. . _ - . _________________________ +.20
Revised lump-sum death payment______._____.__________ +.05
Additional survivor benefits ' _ _ . _____________________ -+.10

! Higher rate for first survivor child and for parents, and more liberal eligibility conditions for determining
child dependency on married women workers,
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TABLE 6.—Preliminary estimate of level-premium costs as percentage of pay roll, by
type of change—Continued

Effect of proposed changes in bill —Continued Percent
Extension of coverage__ __ __ __ .. —. 50
Permanent and total disability benefits__ .. ______________ +. 50

Net total for all changes____ .. ___ ______ . _______________ +175

Cost of benefits of bill_____ ___ L L_L__.- 6. 20

Administrative costs expressed as level-premium____ __________________ +.15

Interest on present trust fund as level-premium_ - __________._________ —. 20

Net level-premium cost of bill . ___________________________________. 6. 15

Note.—These figures are preliminary and subject to change. They represent an intermediate estimate
which is subject to a significant range because of the possible variation in the cost factors involved in the
future. The computations are based on a compound interest rate of 2 percent per annum. The order in
which these various changes are considered in the table affects how much of the increase in cost is attributed
to a specific element.

As will be seen from table 6, the level-premium cost of the present
law—taking into account 2 percent interest—is about 4% percent of
pay roll; this is considerably lower than the cost was estimated to be
when the program was revised in 1939, largely because of the rise
in the wage level which has occurred in the past decade (higher
wages result in lower cost -as a percentage of pay roll because of the
weighted nature of the benefit formula). While the increase in
benefits for those now on the roll will result in a considerable outgo
from the trust fund over the next 10 to 15 years, the cost increase
due to this is only a small fraction of the reduction in cost of the over-
all program resulting from the higher general wage level.

If in the future the wage level should be considerably above that
which now prevails, and if the benefits for those on the roll were at
some time adjusted upward on this account, the increased outgo
resulting will, in the same fashion, be far more than offset. The cost
estimates, however, have not taken into account the possibility of a
rise in wage levels, as has consistently occurred over the past history
of this country. If such an assumption were used in the cost esti-
mates, the cost relative to pay roll would naturally be lower.

Under the benefit provisions of the bill the level-premium cost is
increased to almost 6% percent of pay roll. However, this figure must
be adjusted slightly for two factors, namely, the administrative costs,
which are charged directly to the trust fund, and the interest earnings
on the present trust tund, which is now about $12,000,000,000.
Considering all these elements the net level-premium cost of the bill
is shown to be 6.15 percent of pay roll.

As an indication of the effect of various factors on the estimated
actuarial costs, it may be pointed out that if an interest rate of 2%
percent were used rather than 2 percent, the net level-premium cost
of the bill would be reduced to 6.00 percent. (The interest rate which
determines the yield of new investments for the trust fund is now
2.23 percent, but until it rises to 2.25 percent, such investments
continue to be made at 2} percent.)

Table 7 compares the year-by-year cost of the benefit payments,
both for the present act and under the bill. These figures are based
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on a level wage trend in the future and do not consider cyclical business
trends (booms and depressions) which over a long period of years
will tend to average out. Although the dollar amount of the increase
in 1950 of the bill over the present act is substantial, the cost as a
percentage of pay roll does not rise much. This results from the
Increase 1n the total covered pay roll, both due to the newly covered
categories and to the change in the wage base from $3,000 to $3,600.
The benefit costs expressed as a percentage of pay roll do not exceed
the employer-employee combined tax rate until about 1980. In other
words, for approximately the next three decades, according to this
estimate, income to the system will exceed outgo; under the most
unfavorable plausible circumstances outgo could not exceed income
in less than 15 years.

TABLE 7.—Preliminary estimate of cost of benefit payments under present act and
under H. R. 6000

In percent of pay rolt Amount (in billions)

Calendar year
Present act | H. R. 6000 | Present act | H. R. 6000

Perce Perce

Level-premium:
At 2 percent interest . _ ____.__ . .___..._._
At 2Y4 percent interest. . __...___ . ____.... ’

Sk DR WNEOFE
SO o [SEO TR - -

(5821
oo ENEpeP=E
O DD 00 BN DD =

&8

Nore.—These figures are prelimnary and subject to change. They represent an intermediate estimate
which is subject to a significant ronge because of the possible variation in the cost factors involved in the
future. For definition of “level-premium,” see text.

Table 8 presents estimates of the size of the trust fund which will
result under the bill according to the tax schedule provided therein.
At a 2-percent interest rate, the trust fund rises steadily and reaches
a maximum of over $90,000,000,000 at some time shortly after 1990.
At a 2Y percent interest rate, this maximum is about $100,000,000,000
and is reached a few years later. However, it will be noted that
under either interest basis the trust fund shows an eventual decrease
which indicates that the system is not quite self-supporting. How-
ever, as mentioned previously, your committee definitely believes that
the system should be self-supporting, and the tax rates were chosen
so that this would be accomplished as closely as possible.

In evaluating the ultimate size of the trust fund, there should be
kept in mind the fact that the liabilities of the system likewise are
correspondingly large. Fifty years hence estimated benefit payments
(as shown by table 8) will be almost $12,000,000,000 per year; the
actuarial liability for the benefits then in current payment status
(disregarding those which will fall due or be claimed thereafter) will
be $100,000,000,000 to $125,000,000,000, and an insurance company
would have to hold reserves of comparable amounts to meet its legal
liability under similar circumstances.
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TABLE 8.—Preliminary estimate of size of trust fund under H. R. 6000
[A1l figures in billions of dollars]

’I‘n;st fund gt l;gginni&g

Contribu- | Benefit of year, based on in-
Calendar year 1;33' ;g}_l tions for | payments | terestat—

¥ year for year

2 percent |24 percent

$115 $3.3 $1.3 $12.2 $12.2

118 4.6 2.6 23.7 24.0

120 5.9 3.8 35.1 36.7

130 8.3 6.2 60.1 62.1

135 8.6 8.4 83.5 87.8

140 8.9 10. 6 9.1 98.6

145 9.2 1.7 84.4 95.9

NoTE.—These figures are preliminary and subject to change. They represent an intermediate estimate
which is subject to a significant range because of the possible variation in the cost factors involved in the

fature. .

It would not be possible realistically to set down a long-range tax
schedule which would make the system exactly self-supporting. Even
if all of the facts about the future were known, the resulting tax
schedule would contain an ultimate rate of an unwieldy, fractional
amount. Accordingly, your committee has selected the ultimate
employer-employee tax rate of 6% percer;ilas producing to all intents
and purposes a self-financed old-age, survivors, and disability insur-
ance system. It should be noted that because the tax rate for the
self-employed is lower than the employer-employee combined rate, a
system with a 6.15 percent level-premium cost could not be self-sup-
porting with a 6.15 percent contribution rate from employer and
employee. Rather the employer-employee rate would have to be
about 6.3 percent and the self-employed rate about 4.7 percent.

If a 7 percent ultimate employer-employee rate had been chosen,
the cost estimates developed would have indicated that the system
would be slightly overfinanced. Your committee believes that it is
. not necessary in such a long-range matter to attempt to be unduly
conservative and provide an intentional overcharge—especially when
it is considered that it will be many, many years before any deficit
or excess in the ultimate rate will be determined and even at that
time it will probably be of only a small amount.

Table 9 presents an estimate of the cost of the benefits in the bill
for various future years as a percentage of pay roll for each of the
different types of benefits separately.

TaBLE 9.—Preliminary estimate of annual costs of H. R. 6000, by type of benefit,
as percentages of pay roll

o1d Dis-

sete | Wid- Par- 447« | Moth- | Lump
Calendar year age | ability Wife’s ow’s | ent's Child’s or’s sum Total

Percent | Percent | Percent | Percent Percent | Percent | Percent | Percent
......................... 0.6 ... 0.1 0.1 ?) 0.2 ) 0.1 1.1
1.0 0.2 .2 .3 1) .4 0.1 .1 2.2

L5 4 .3 .5 ?) .4 .1 .1 3.2

2.4 .6 .4 .9 13 .4 .1 .1 4.8

3.5 .6 .4 1.1 (1 .4 .1 .1 6.2

4.7 .8 .5 1.2 () .4 .1 .1 7.6

5.3 .8 .5 1.2 O] .3 .1 .1 8.1

3.7 .5 .4 1.0 O] .4 .1 .1 6.2

t Less than 0.05 percent.

Nore.—These figures are preliminary and subject to change. The& represent an intermediate estimate
which is subject to a significant range because of the possible variation in the cost factors involved in the
future. For definition of ‘‘level-premium,’ see text.
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The preceding cost estimates do not take into account the special
benefits provided for veterans, since the additional costs therefor are
met from the general treasury from time to time as they arise, rather
than from contributions of the participants in the program. The
benefits contained in present law (namely, in sec. 210, which in general
provides survivor benefits for veterans who die within 3 years after
discharge) will, over the course of the next 50 years, result in increased
outgo of about $75,000,000 (to date, less than $12,000,000 has been
expended under this provision).

Under the bill it is proposed to give wage credits of $160 for each
month ot military service, not only to veterans but also in respect to
- those who died in service. Your committee believes that the addi-
tional cost entailed should be met by appropriations from general
funds as the additional benefit payments resulting from this provision
occur, rather than by a single large immediate appropriation which
would necessarily be an estimate and therefore might be more or less
than sufficient. .

It is estimated that the total cost of these veterans’ benefits will
amount to about $1,500,000,000 spread over the next 50 years, with
most of this outgo coming some 40 to 50 years hence. IHowever, there
will be a very considerable outgo over the next 10 years in respect to
the children and widows of men who died in service. For this group,
the increased outgo from the trust fund will be about $20,000,000 in
1950 and will average about $15,000,000 a year over the next decade.
However, since by 1960 virtually all of these children will have
attained age 18, the disbursements for this group will fall off quite
sharply and will not thereafter be of any significant size until about
35 years from now when the widows will be reaching retirement age.

XI. INVESTMENTS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST
FUND

The trust fund has been invested in United States Government
securities, which represent the proper form of investment. Your
committee does not agree with those who criticize this form of invest-
ment on the ground that the Government spends for general purposes
the money received from the sale of securities to the fund. Actually
such investment is as reasonable and proper as is the investment by
life insurance companies of their own reserve funds in Government
securities. The fact that the Governmerit uses the proceeds received
from the sales of securities to pay the costs of the war and its other
expenses is entirely legitimate. It no more implies mishandling of
moneys received from the sale of securites to the trust fund than is
the case for money received from the sale of United States securities
to life insurance companies, banks, and individuals. '

The investment of the excess income of the trust fund in Gov-
ernment securities does not mean that people have been or will
be taxed twice for the same benefits, as has been charged. The
following example illustrates this point: Suppose some year in the
future the outgo under the old-age and survivors insurance system
should exceed pay roll tax receipts by $100,000,000. If there were
then $5,000,000,000 of United States 2-percent bonds in the trust
fund, they would produce interest amounting to $100,000,000 a year.
This interest would, of course, have to*be raised by taxation. But
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suppose there were no bonds in the trust fund. In that event, the
$100,000,000 to cover the deficit in the old-age and survivors insurance
system would have to be raised by taxation. In addition, another
$100,000,000 would have to be raised by taxation to pay interest on
$5,000,000,000 of Government bonds owned by someone else; if
the Government had not been able to borrow from the trust fund,
it would have had to borrow the same amount from other sources.
In other words, the ownership of the $5,000,000,000 in bonds by the
old-age and survivors insurance system would prevent the $100,000,000
from having to be raised twice—quite the opposite from the ‘“double
taxation’ criticism that has been raised.

It might be appropriate to again point out that funds of insurance
systems which have been set up by the Congress are invested in the
same manner as the old-age and survivors insurance trust fund.
Moreover, most of these other trust funds receive for their investments
a higher rate of interest (usually 3 to 4 percent) as compared with the
rate on securities sold to the old-age and survivors insurance trust
fund which is based on the average rate of interest on all interest-
bearing obligations of the United States. Pertinent data on the most
important of these other trust funds are as follows:

v festab Invesft}nents
ear of estab-{ as of June
Fund lishment | 30, 1949

(in billions)
Civil service retirement. ._____._____ 1920 $3.2
U. S. Government life insurance_.___ .- _____.______________.___...__ 1924 1.3
Old-age and SUrVivOrs INSUIANCe . - - . oo eaans 1935 11.2
Unemployment insurance_.__. R 1935 8.1
Railroad retirement__ . __ . ... 1937 1.7
National service life Insurance. ____ ..o 1940 7.3

PusLic AssiSTANCE AND WELFARE SERVICES
XII. IMPORTANCE OF PUBLIC ASSISTANCE PROGRAM

In the preceding sections of this report, your committee affirms
its conviction that the basic method of providing social security in
the United States should be contributory social insurance under
which benefits are related to earnings and are granted without regard
to the economic status of the insured individual. Provisions in the
bill for strengthening and liberalizing the program of old-age and
survivors, insurance would afford workers and their dependents sub-
stantially more protection against common economic hazards.

Enactment of the provisions with respect to old-age, survivors,
and disability insurance would in the long run greatly reduce the
need for public assistance administered on the basis of a needs test.
Public assistance, however, would continue to be necessary for needy
persons who are not covered by the insurance programs, for some per-
sons with earnings in covered employment who have been unable,
because of illness or for other reasons, to accumulate sufficient wage
credits to qualify them for benefits, and for relatively small numbers
of insurance beneficiaries with exceptional needs.

In the next 5 to 10 years public assistance must continue to play a
larger role in providing security than should be necessary thereafter.
Large numbers of persons now on the assistance rolls will continug
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to receive assistance, although the current load will be gradually
diminished as aged recipients die and dependent children grow up.
The workers newly covered under old-age and disability insurance
will not become eligible for benefits for & minimum of 5 years. The
liberalization of benefits, on the other hand, should result in early
reduction in the number of insurance beneficiaries who receive sup-
plementary assistance.

In recognition of the fact that public assistance will continue to be
the method of providing security for large numbers of persons for
some time to come, your committee has included in the bill provisions
to strengthen the programs of old-age assistance, aid to dependent
children, and aid to the blind, and to extend eligibility for assistance
to needy permanently and totally disabled persons. Among the
provisions for improving the assistance programs is modification of
the method of determining the Federal share of assistance costs in
such a way as to strengthen the financing of assistance in all States
and to enable States with relatively low average payments to raise
the level of payments substantially. The biﬁ would also extend
eligibility in old-age assistance and aid to the blind to persons living
in public medical mstitutions, establish a new program for aid to the
permanently and totally disabled, and make specific provision in aid
to dependent children for meeting the needs of the mother or other
relative caring for the children. These and other changes which are
discussed subsequently in this report would correct some of the funda-
mental weaknesses in the existing programs with respect to eligibility,
adequacy of assistance, and administration.

The' changes proposed in the assistance programs have been con-
sidered in conjunction with those proposed in the program of old-age
and survivors insurance and are consistent with achievement of
the long-range objective of social security through the method of
contributory social insurance. The increased level of benefits under
the insurance program, as amended by the bill, would bear a more
reasonable relation to the maximum level of payments subject to
Federal participation under the assistance programs. Thus, the pro-
grams would be brought into a sounder relationship and public assist-
ance would be enabled to perform its function in a way that supple-
ments and supports the social insurance program.

It is estimated on the basis of December 1948 data (latest date for
which information is available on individual payments) that the an-
nual additional cost to the Federal Government of the proposals for
amendment of the public assistance provisions of the act that are
contained in the bill will be $256,000,000, distributed as shown in the
following table:

Annual

additional
Program or item Federal

costs
(in millions)

Total, all programs and items. . e mmmeeeoe. $256.
Old-age assistance_.__._.._.. -- 4.
Aid to dependent children_____________. . 106.

Aidtothe blind....... ...
Aid to permanently and totally disabled__
Puerto Rico.._____._.. .. _____
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XIII. OLD-AGE ASSISTANCE

Operating as a part of the broader program of social security, the
old-age assistance program continues to be of great significance in
supporting the welfare and security of aged people. In June 1949
payments of $114,000,000 were made to over 2.6 million needy persons
65 years of age or over. The average monthly assistance payment
for the Nation was nearly $44, but State average payments varied
from $19 to $71, reflecting differences in living costs, standards of
assistance, and amount of %ta;te funds appropriated for the program.
(See table 10.)

The bill would strengthen the old-age assistance program by
providing increased Federal funds, with the largest relative increases
going to States where levels of payments are low and where in general
high proportions of the aged population are on the assistance rolls.
These are, for the most part, the States with large rural populations
and large numbers of aged persons not protected by social insurance.

TaBLE 10.,—Old-age assistance: Recipients and payments to recipients from Federal,
State, and local funds, by State, June 19491

ber of Payments to recipients
Number o
State recipients
Total amount | Average

.......... 2, 625, 594 $114, 463, 261 $43. 60

73,344 1,658,372 22.61

___________________________________ 1,497 83,782 55.97

11,316 620, 759 54. 86

55, 242 1,157,431 20. 95

245, 294 17,306, 223 70.55

Colorado 47,104 3,159, 710 67.08

Connecticut 16, 846 909, 874 54.01

1, 509 42,340 28.06

2,629 109, 559 41.67

64, 946 2, 609, 986 40.19

93, 962 1,930,080 20.54

2, 306 81,482 35.33

10,473 487,698 16. 57

126,417 5,671, 881 44. 87

, 93 1,758, 904 35.22

48,465 2,329,988 48.08

37,275 1, 867, 331 50.10

59,182 1,232,774 20.83

118, 239 b, 563, 731 47.05

13,714 566, 956 41.34

11,786 434,712 36. 88

93, 230 5,699, 209 61.13

04, 632 4,058, 242 42.88

55,060 2, 595, 994 47.15

58,051 1,091,088 18.80

123, 883 5,273,367 42.57

11,128 500,016 44.93

23, 767 908, 285 42.00

2,420 130, 803 54.05

7,111 309,185 43.48

New Jersey - oo - 23,653 1,130, 561 47.80

New Mexico______ > _____._____ 9,416 322,236 34.22

________ 116, 465 6,142,370 52.74

______ , 278 1,169, 599 21. 55

______ 8,770 408,317 46. 56

........ 125, 638 5,868, 799 46.72

........ 100, 415 5,231, 420 52.10

.......... 22, 98¢ 1,107, 934 48.21

.......... 87,785 3,512,025 40.01

Rhode Island .. - 9,653 434, 806 45.04

South Carolina. - ... ..o __ . 37,674 930, 526 24.70

South Dakota.. ..o .- 11,979 455,414 38.02

Tennessee. ..o oo . . 59, 751 1,622,142 27.156

B TP 215,723 7,384, 492 34.23

8ee footnotes at end of table, p. 40.
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TasLE 10.—O0ld-age assistance: Recipients and payments to recipients from Federal,
State, and local funds, by State, June 1949 —Continued

ber of Payments to recipients
Number o.
State recipients
Total amount | Average
10,058 $505, 648 $50.27
Vermont, 6, 562 210, 824 32.13
irginia 17,952 364,121 20.28
Washington.___. 69,133 4,639, 678 67.11
West Virginia... 23, 639 502, 621 21.35
Wisconsin. _._.. - .- —— 49, 316 2,051, 638 41.60
WyOmINg e 4,088 227,428 55. 63

lig‘or definitions of terms see the Social Security Bulletin, January 1948, pp. 24~26. All data subject to
pevision.

A. Federal share of assistance costs

Under present law, the Federal share of expenditures for old-age
assistance is three-fourths of the first $20 of the average payment per
recipient, plus one-half the balance up to a maximum on individual
monthly payments of $50. The Federal share of expenditures within
the $50 limit varies from State to State, depending on the level of
payments. The maximum amount that the Federal Government may
contribute is $30 of the average payment per recipient. Actually, no
State receives as much as $30 per recipient, since all States make some
payments under $50.

%he financing of assistance for needy aged persons has placed a
progressively heavy burden both on the States and the Federal
Government. Since the close of the war, rising case loads as well as
rising prices have contributed to mounting costs. Both in 1946 and
1948, the Congress amended the assistance provisions of the Social
Security Act to increase the amount of Federal funds for assistance.
In general, in 1946 and again in 1948, the States used the additional
Fetferal funds for increasing the levels of payments and putting on the
rolls additional needy persons.

Under the formula in the bill the maximum amount of an individual
monthly payment subject to Federal participation would continue to
be $50. The Federal share of expenditures within the maximum
will be four-fifths of the first $25 of the average payment per recipient,
plus one-half the next $10, plus one-third of the remaining $15. Thus
the maximum Federal contribution would remain $30 per recipient
as at present. States with average payments between $20 and $30,
however, would be able to raise their payments as much as $5 per
recipient, provided they spend the same amount per recipient from
State and local funds as they now spend.

Table 11 illustrates the differences in the amount of the Federal
contribution ‘under present law and under the formula in the bill.
Table 12 shows the extent to which States can raise average payments
of specified amounts, on the condition that they continue to spend
the same amount per recipient from State and local funds.
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TABLE 11.—O0ld-age assistance and aid to the blind: Amount and percent of Federal

funds in average monthly payments of specified size under present law and under
H. R. 6000

Present law H. R. 60002
Average monthly payment !
Federal Percent Federal Percent
funds of total funds of total
$15. 00 75 $16. 00 80
17.50 70 20. 00 80
20. 00 67 22. 50 75
22.50 64 25. 00 71
25. 00 62 26.67 67
27.50 61 28.33 63
30. 00 60 30. 00 60
30. 00 50 30. 00 50
30. 00 43 30.00 43

1 Average for Federal matching purposes includes all payments of $50 or less, and in the case of larger pay-
ments only the first $50. X
2 Also applies to permanently and totally disabled.

TABLE 12.—O0ld-age assistance and aid to the blind: Amount to which average
monthly payments of specified size under present provisions could be increased
under H. R. 6000, assuming the same average expenditure per recipient from State
and local funds

Present law H. R. 60002
Average Increase in
Average monthly Federal State and Federal | State and
payments ! funds | local funds p’:;;gggltys ;| funds |localfunds 1?3?:&1':’1

$15. 00 $5.00 $25. 00 $20.00 $5. 00 $5.00
17. 50 7.50 30.00 22.50 7.50 5.00
20. 00 10. 00 35.00 25.00 5.00
22.50 12.50 38.75 26. 25 3.76
25.00 15.00 42.50 27.50 2.50
27.50 17.50 46. 25 28.75 1.25
30.00 20.00 50. 00 30. 00
30.00 30.00 60. 00 30. 00
30. 00 40. 00 .70.00 30.00 - -

1 Average for Federal matching purposes includes all payments of $50 or less, and in the case of larger
payments only the first $50. ]
? Alsoapplies to permanently and totally disabled.

B. Medical care.

Recipients of old-age assistance, since they average more than 74
years of age, have a greater need for medical care than many other
groups in the population. The effect of chronic illness and other
mnfirmities of old age is increased for this group by their lack of
resources. Moreover, they are less able than younger persons to
arrange for and carry out plans for needed care.

For many recipients of old-age assistance the need for medical
care is'as basic as the need for food, shelter, and clothing. In the
administration of the assistance programs, the cost of medical care
has always been recognized as a factor affecting people’s need and
as an item which should be considered in determining the amount of
assistance.

Certain provisions of the Social Security Act have limited the
effectiveness of the public assistance programs in assisting needy
individuals to meet their medical needs. One of these provisions
is the definition of assistance which limits Federal participation to
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money payments made to the needy individual. Some assistance
agencies consider it preferable to pay the medical practitioner or insti-
tution that supplies the medical care directly. Some State agencies
have wanted to insure their client’s needs for medical care with organ-
izations for group care such as the Blue Cross. Most agencies have
found themselves hampered in making emergency arrangements or in
helping needy individuals who are sick to make plans for needed
medical care because they were not able to make payments directly
to the doctor or hospital.

The bill provides that Federal funds under old-age assistance may
be used to match payments directly to medical practitioners and other
suppliers of medical services in behalf of needy aged individuals,
which, when added to any money paid to the individual, does not
exceed a monthly amount of $50.

The term “medical care” is not defined in the bill. Since medical
care is to be provided in accordance with State plans, the term
includes medical services provided by any person authorized by State
law to render such services.

C. Public medical institutions

Under present law, the Federal Government participates in the cost
of assistance payments to persons residing in private, but not in public
institutions. Under the bill, the Federal Government would share in
the cost of payments to old-age assistance recipients living in public
meidipal institutions other than those for mental disease and tuber-
culosis.

A serious situation has developed with respect to needy aged persons
who are chronically ill. More than 400,000 recipients of old-age assist-
ance are bedridden, or are so infirm as to require help in eating, dress-
ing, and getting about indoors. Of this number about 50,000 are living
in private institutions including commercial boarding or nursing homes,
Many of the others who are living in their own homes are in need of
prolonged care in medical institutions. Private institutions with
charges within the financial reach of these recipients do not have
sufficient capacity to provide this care.

Your committee is of the opinion that aged persons should be able
to receive State-Federal assistance payments while voluntarily residing
in public medical institutions, including nursing and convalescent
homes. In some communities existing public facilities would then
be enabled to admit old-age assistance recipients in need of long-term
care who are now denied admission because of the financial burden
that would be imposed on the local unit of government. Moreover,
if State-Federal old-age assistance is payable to aged persons residin,
in public medical institutions, it is possible that many communities wi
develop additional facilities for chronically ill persons, and thereby
assist 1n meeting the increasing need for such facilities by the aged
population.

Your committee does not favor Federal participation in assistance
to persons residing in public or private institutions for mental illness
and tuberculosis, since the States have generally provided for medical
care of such cases. , :

The transfer of chronically ill persons on the assistance rolls from
where they are now living to public medical institutions would
not appreciably increase Federal expenditures.
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D. Standards for institutions.

Some States now do not have agencies authorized to establish and
maintain standards for the various kinds of institutional facilities in
the State. Tragic instances of failure to maintain adequate stand-
ards of care and adequate protection against hazards threatening the
health and safety of residents of institutions emphasize the importance
of this function of State government. The bill therefore would pro-
vide as a requirement for a State plan that, if the public assistance
programs in a State include assistance to persons in public or private
institutions, the State plan must also provide for the establishiment or
designation of a State authority or authorities which shall be respon-
sible for establishing and maintaining standards for such institutions.
Persons who live in institutions, including nursing and convalescent
homes, should be assured a reasonable standard of care and be pro-
tected against fire hazards, unsanitary conditions, and overcrowding.

E. Opportunity to apply for and to receive assistance promptly

In some States or localities, when funds are insufficient to provide
for all eligible persons, assistance agencies discontinue taking applica-
tions. Applicants who have already been found eligible are kept
waiting for assistance until persons on the rolls die or cease to receive
assistance for other reasons. In a program supported from public
funds such discrimination is unjustifiable. Available funds should
be used for the benefit of all persons who meet the conditions of
eligibility, even if the amount of assistance granted to those already
on the rolls must be reduced. Moreover, prompt determination of
eligibility should be made for all persons applying for aid.

The bill would require, as a condition for the approval of a State
plan for old.age assistance, that the plan shall provide that all indi-
vidvals wishing to make application for old-age assistance shall have
opportunity to do so, and that old-age assistance shall be furnished
promptly to all eligible individuals.

F. Fair hearing

The Social Security Act now requires that an approved State plan
shall provide for granting an opportunity for a fair hearing before
the St