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SOCIAL SECURITY AMENDMENTS OF 1955

TUESDAY, FEBRUARY 14, 1956

UNITED STATES SENATE,
ComMITTEE ON FINANCE,
Washington,D. C.

The committee met, pursuant to recess, at 10:05 o’clock a. m., in
room 312, Senate Office Building, Senator Harry Flood Byrd (chair-
man) presiding.

Present: Senators Byrd (chairman), George, Barkley, Williams,
and Carlson.

Also present : Elizabeth B. Springer, chief clerk.

The Caatrman. The meeting will come to order.

The first witness is Mr. Edmund Fitzgerald, of the Northwestern
Mutual Life Insurance Co., of Milwaukee.

You may proceed.

STATEMENT OF EDMUND FITZGERALD, PRESIDENT, NORTHWEST-
ERN MUTUAL LIFE INSURANCE COMPANY OF MILWAUKEE

Mr. Frrzgerawp. Mr. Chairman and members of the committee, my
name is Edmund Fitzgerald. I am president of the Northwestern
Mutual Life Insurance Company, of Milwaukee, and for 1956 am
president of the Life Insurance Association of America.

The four gentlemen with me and I are appearing today on behalf
of the American Life Convention and the Life Insurance Associa-
tion of America, which together represent companies that underwrite
over 96 percent of the life insurance in the United States.

For many years one of the important joint committees of the two
associations has concerned itself with social security. Members of
your committee may recall that we made a thorough study of social
security in 1958 and that a copy of our report was filed with your
committee. We have continued our studies of the subject since then.

Our testimony will deal with the reduction in the retirement age
for women and the monthly disability benefits proposed by H. R.
7225. It is our hope that our experience in the fields of disability
benefits, rehabilitation, pension plans, and retirement may contribute
to your consideration of these important subjects.

We thought, too, it would be helpful if a panel of witnesses appeared,
each presenting a brief statement on matters to which he has directed
particular study over the years and upon which he is a recognized
authority. ] . )

Mr. Leigh Creuss, vice president and chief actuary of the Mutual
Life Insurance Co. of New York, will discuss the retirement age for

women.
433



434 SOCIAL SECURITY AMENDMENTS OF 1955

Mr. Edwin C. McDonald, vice president of the Metropolitan Life
Insurance Co., will discuss trends in the retirement age provisions
of private pension plans.

Mr. Daniel J. Reidy, vice president and general counsel of the
Guardian Life Insurance Co. of America, will discuss disability
claim problems. )

Mr. John H. Miller, vice president and actuary of the Monarch Life
Insurance Co., will focus his discussion on the broad issues raised by
the proposed disability benefit provisions.

Mr. Creuss is our first speaker. )

The Cuamrman. We will be glad to hear from you, sir.

STATEMENT OF LEIGH CREUSS, VICE PRESIDENT AND CHIEF
ACTUARY, MUTUAL LIFE INSURANCE COMPANY OF NEW YORK

Mr. Creuss. Mr. Chairman and members of the committee, my
statement concerns the provisions of H. R. 7225 which would lower
the OASI retirement age from 65 to 62 for women workers, wives,
widows, and female parents. It also concerns the cost implications
of these provisions.

IMPROVED HEALTH AND VITALITY OF THE ELDERLY

The proposal to reduce the retirement age for women comes at a
time when striking gains are being made in the health of the elderly.
By and large, elderly people, particularly elderly women, have more
vitality and are better able to work than ever before.

The recent remarkable progress can best be demonstrated in terms
of increased life expectancy and decreased mortality rates. Follow-
ing many decades of lesser progress, the period 1940-52 witnessed
a 7.4 percent increase in life expectancy at age 65 for men, and an in-
crease of 12.5 percent for women.

These percentage increases at age 65 were greater than at any lower
age. Viewed in another way, men who had reached 65 gained about
a year in life expectancy in the 12-year period, while women who had
reached 65 gained more than a year and a half.

In numbers, the 12-year gain in life expectancy has meant a reduc-
tion in male deaths of about 197,000 a year, and in female deaths of
about 247,500 a year. Of these annual lives saved, about 65,000 of
the males and 100,000 of the females were at ages over 65.

There can be no real doubt that these figures reflect improved health
among the elderly. We know of the specific progress in medicine,
sanitation, nutrition, and related fields, that has reduced the toll of
both sickness and death.

And we also know that these gains have been supplemented by im-
proved dentures, spectacles, hearing aids, and so on, that today keep
minor impairments from being more than trifling handicaps to work
or to enjoyment of life.

The improved vitality of both men and women suggests an increase
in the general OAST retirement age, rather than any reduction. And
if there were to be any difference between men and women in the

OAST retirement age, the greater longevity of women suggests a higher
retirement age for them.
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Of course, I am not recommending any such changes, but simply
stressing that the underlying facts concerning retirement age point
in exactly the opposite direction from that taken by the bill.

WOMEN WORKERS' RETIREMENT BENEFITS

So far as women workers are concerned, the case of those who
favor a reduced OASI retirement age for women is essentially an
assertion that it is a personal hardship for women to have to continue
working to age 65.

Yet the hardship—if it is a hardship—is no greater for a woman
than for a man. True, elderly people who lose their jobs may some-
times have some trouble in finding new ones, but again, this trouble
is not confined to women alone.

Also to be considered are the broad economic effects of encourag-
ing the withdrawal of women from the labor force through lowering
the OA SI retirement age. For half a century our economic gains have
been partially due to the declining proportion of dependents or non-
producers to producers, as the following figures show :

Number of dependents per person in the labor force

1900. 1.75
1930. 1.59
1950 e 1.40

However, with the increasing longevity of the aged and with the
growing numbers of children resulting from the high birth rates of
recent years, the past trend is being arrested, and an increase in the
ratio of nonproducers to workers is setting in.

By lowering the female retirement age in OASI, the ratio of non-
producers to productive workers will increase further, and the re-
sult will be a heavier future drag on our economic progress.

WIFE’S OLD-AGE BENEFITS

Proponents of the reduced retirement age for women urge that
since an aged couple may need both the husband’s and the wife’s bene-
fits on which to live, the wife’s benefits should begin when the hus-
band’s benefits start. The 3-year reduction in retirement age for
women is suggested as a means to this end, since wives average a few
years younger than their husbands. )

However, the average retirement age at which men under OASI
actually retire has been about 68 or 69, so there is already substantial
leeway to take care of wives somewhat younger. Moreover, the reason
for an average retirement age of 68 or 69 for men is not that they
are waiting for their wives to reach 65.

A study recently published in the official Social Security Bulletin
reached the following conclusion :

Only 2 percent of all workers who retired apparently had deferred their re-
tirement until the wife reached age 65. For the remaining 98 percent of the
cases the receipt of benefits by the wife had no effect.

Thus, a reduction in the female retirement age is not needed in
many cases for both husband’s and wife’s benefits to start at the

same time.
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In many other cases, a 3-year reduction in the female retirement
age would fall far short of attaining the stated objective. The study
published in the Social Security Bulletin, that I referred to, shows
that over 50 percent of male workers had wives who were more than
3 years younger than they. There would consequently be many cases
where the wife would have to wait one or more years after the hus-
band’s retirement to receive benefits. .

On the other hand, if Congress attempted to fully achieve the pur-
pose of the proposal for all wives, it would encounter prohibitive
costs relative to what would be accomplished. Also, without any real
reason, it would be furnishing benefits to many able-bodied younger
women, without children. . .

Consequently, we see no justification for departing from the uni-
form retirement age of 65 for wives. It would introduce a new
element of discrimination into OASI, to provide benefits for some of
the wives under 65 and not for the others.

AGED WIDOW’S AND FEMALE PARENT’S BENEFITS

With respect to widows, the proponents of a reduced retirement
age express concern about the plight of women who lose their husbands
when they are not many years below 65.

It is argued that since many of these widows have never worked,
or do not have recent work experience, it is impossible for them to
find jobs when the death of the family breadwinner makes a search
for employment necessary.

The case with respect to female parent’s benefits is essentially the
same.

This argument is based on the thought that widows must seek em-
ployment at advanced ages due to lack of other resources. However,
the $370 billion of life insurance in foree in this country has been pur-
chased mainly for the purpose of providing cash benefits for surviv-
ing families whose chief support has been withdrawn.

More than 60 percent of all death benefits under life insurance
policies are paid to widows, a large proportion of whom are in the
60-65 age bracket. It is estimated that at the end of 1955 life insur-
ance per family in the United States averaged about $6,800.

This figure indicates that, on an average, women becoming widows
between 62 and 64 would have something like $2,000 to $3,000 or more
a year to live on until reaching 65, from life insurance alone.

In addition, most widows have other resources such as savings-
bank deposits, ownership of a home, and—among other items—a
lump-sum death payment coming from QASI.

Moreover, it is important to realize that family assets in the United
States have been steadily increasing in recent years. The per-family
ownership of life insurance, in particular, has been moving upward
at a very rapid rate.

It should also be realized that the argument for commencing wid-
ow’s benefits at 62 would be equally valid, or even more so, in urging
commencement of benefits at 60, 55, or any age. Consequently, the
same discriminations, costs, and other difficulties mentioned with
respect to wives would be involved if any departure from the uniform
retirement age of 65 is made for widows.
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COST IMPLICATIONS OF REDUCING THE FEMALE RETIREMENT AGE

In thinking about the costs of the proposed reduction in the retire-
ment age for women, it is helpful to keep in mind the value of some
illustrative life incomes. A life income of $100 a month for a man
aged 65 is worth $12,600. For a woman aged 65, it is worth $14,500,
while at age 62 it would be worth $16,100. In general, the value of
specified monthly benefits for females are about 15 percent greater
than for males of the same age.

Moreover, it should be realized that the cost of monthly retirement
incomes are usually met by annual premiums paid over the individual’s
working lifetime. If the retirement income is to start at an earlier
age, the annual premium costs go up, not only because of the increased
life expectancy in retirement but also because of the shorter premium-
paying period.

Thus, the annual costs for a woman’s retirement income beginning at
age 62 are about 35 or 40 percent greater than in the case of a woman
retiring at age 65. These figures may suggest the really substantial
cost consequences: that stem from what may seem like quite a small
reduction in retirement age.

The official cost estimates for the proposal were surely prepared with
these points in mind; I do not mean to challenge them. In general,
we feel the official figures are reasonable, but it 1s important to realize
that the range of possible error is great, and that the actual costs may
well prove to be widely at variance with the official “intermediate”
estimates.

While future experience may result in costs less than the “inter-
mediate” estimates, there are a number of serious reasons for thinking
they will prove to be much greater. For one thing, women may go on
the beneficiary rolls at earlier ages than is allowed for in the official
estimates. This could happen, for instance, by reason of liberaliza-
tion in private retirement plans, the benefits of which along with the
OASI benefits might increase the attractiveness of retirement for
women.

Secondly, the official estimates are based on an assumption of high-
level employment. While a depression such as occurred in the 1930’s
may be unlikely, it is quite possible that economic conditions from time
to time will be less favorable than is assumed in the estimates. Inthat
event, relatively more people would be on the beneficiary rolls, with
fewer paying the OASI taxes. .

There is also a question on the extent to wh.lch female mortality will
improve in the future. We think it quite likely that current trends
will continue and that women will live much longer in the future than
the official estimates allow for.

A recent official study assumes that life expectancy for females at
age 65 will increase gradually from 14.7 years in 1948 to 16.2 years in
the year 2000—a gain of only 1.5 years.

Yet in the 12 years from 1940 to 1952, life expectancy for females at
65 increased by 1.7 years—that is, from 13.6 years to 15.3 years. In
short, the official estimates assume less improvement in 48 years than
we have seen in a recent 12-year period.

Still a further point is that the official estimates naturally do not
allow for future liberalization in.the la_W. However, if the past is any
guide, the possibility of future liberalization must be recognized.
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Once a departure is made from a uniform QOASI retirement age of
65, there will surely be pressures for further liberalization applying
both to men and women. Moreover, further costs might well come
from the present proposal by reason of extraneous future liberaliza-
tions in the law.

For instance, if the “work clause” amount which is currently $1,200
a year should subsequently be increased to $1,500, women between the
ages of 62 and 65 would be encouraged to comply with the more liberal
requirement and thereby get benefits in addition to part-time earnings.

It is not inconceivable that the time will come when mounting
social security benefit payments will require Congress to consider
means of holding down costs. In the United Kingdom, the Chan-
cellor of the Exchequer recently recommended a 3-year increase in
the retirement ages of the British social-security system to meet the
growing financial problem. And in Sweden, an increase in the retire-
ment age from 65 to 67 for both men and women was adopted a few
years ago.

Should financing problems subsequently require the United States
to consider an increased retirement age, it could hardly be wise for
the female retirement age to have been reduced in the meanwhile.

To sum up, we believe that a reduction in the retirement age for
women is not warranted either for women wage earners, for wives, or
for widows. The costs of such a reduction would be relatively great,
and there is no clear reason to incur them.

Elderly women have at least as much vitality as do elderly men and
are at least equally able to work up to age 65. In the cases of wives,
the proposed reduction would enable only a relatively small propor-
tion of married couples to begin drawing benefits af the same time
anc% would introduce a new element of discrimination into the OASI
system.

In the case of widows, the proportion of elderly women who could
go immediately on the beneficiary rolls at the death of their husbands
would not be very large, while the typical resources of elderly widows
are considerable.

T}tle Cramrman. Mr. Creuss, thank you for a very informative state-
ment.

Are there any questions?

Thank you, sir.

Next witness.

Mr. Firzeerarp, Mr. McDonald.

STATEMENT OF EDWIN C. McDONALD, VICE PRESIDENT,
METROPOLITAN LIFE INSURANCE CO.

Mr. McDo~atp. Mr. Chairman and members of the committee, my
company has been .underwritin% and administering retirement plans
since 1923. Both in number of plans and volume of funds we ave
a great deal of exposure to the attitude of employers and employees
with respect to various features of retirement plans.

I have had much to do with the installation of many of these retire-
ment plans over a period of 30 years. In practically all of the earlier

plans the retirement age for women was set 5 years earlier than the
retirement age for men,
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In the main, this retirement age for female employees was set at
age 60, although in some few plans it was set as low as 55, particularly
some of the oil companies and those in overseas employment.

It is difficult to say why employers selected a somewhat lower
retirement age for women than for men. I have heard some students
of the subject sul%gest that it probably was borne of some chivalrous
attitude rather than any concrete evidence that this differential was
necessary. I know there was some idea that the physical capacity of
a woman between 60 and 65 was less than for a man.

Regardless of the reasons for this retirement age differential in the
older plans, I think it is highly significant that in the last few years,
more particularly 1954 and 1955, practically all of the plans my com-
pany 1s administering, as well as many other plans with which we are
acquainted, advanced the retirement age of women from 60 to 65.

Having been identified personally with a substantial number of
these changes in retirement age, I inquired of the industrial relations
and personnel people in these companies why they felt such a move was
desirable and was the change working out satisfactorily. You may be
interested to hear their reasons.

The first case I mention is the Rochester Gas & Electric Co.

A prominent New York State public utility comments:

Our experience from many years of operation of our retirement plan shows us
clearly that most women do not wish to retire until 65. Furthermore, we find

that the health of our feminine employees between ages 60 and 65 is surely as
good as the health of our men of similar ages.

A Boston bank makes this statement:

Because of requests of women reaching age to continue working with us, we
inquired of all our women employees as to their preference on retirement age and
each thought that there should be no diserimination between men and women in
the plan and that they should be allowed to work until 65. I should add that it
appears to us that our women employees generally are in better health, or
certainly as good health as our men employees between ages 60 and 65. To date
we have found this change in retirement age to be very satisfactory.

A refining company in Chicago reports:

We are completely satisfied with the change we made in retirement age for
females, not only because we wanted to have a uniform retirement policy but,
frankly, because the cost of coverage for female lives based on retirement at age
60 was excessive.

From a director of a museum of natural history, this statement:

The two principal reasons we changed our retirement age for women was to
allow them to build up credits for another 5 years which they earnestly sought
and, in addition, to save the museum some money on account of it.

From a large rubber company:

We adopted a normal retirement age of 65 for females to eliminate diserimina-
tion for or against that sex and also to reduce the cost on future purchases of
annuities. We think we have also avoided a great deal of complaint by females
who objected to retiring earlier than men.

From a large casualty insurance company :

We found the great majority of our women employees were entirely competent
and capable of continuing beyond age 60.

Another large insurance company says:

We never did retire women employees at 60 and therefore our practice was not
consistent with the provision of the contract. Furthermore, women working to
65 instead of 60 will permit them to accrue a much-needed additional amount of
annuity.
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A large New York insurance company says:

The great majority of our women reaching 60 not only expressed the desire to
continue working but their attendance and health records showed us they were
easily enabled to continue. We are thoroughly satisfied with the change.

A large chemical company remarks:

Administration and understanding are greatly simplified by haviqg one norm{il
retirement age. Since almost all of our female employees are clerical people in
our offices, there is no question but what they wish to work as long as men.

A San Francisco bank says:

The reasons we extended the normal retirement age for females from 60 to 65
was the direct result of complaints from our women employees who wanted to
work until the same retirement age as men.

A Los Angeles trust company says:

We know we have made direct savings both in money and complaints by
changing the retirement age for women.

A prominent food company remarks:

Our women employees were so aroused against the fact that we retired them
earlier than men that they threatened to take it up with their union representa-
tives as a grievance. When we made the change we found a great deal of
approval all along the line and are very happy we made the move when we did.

All the way through the various different companies that responded
to my request, I find that they say the health of women employees
between 60 and 65, their attendance records and in general their whole
deportment and ability to carry on their particular work is as good as
men.

My own company’s experience, drawn from a large force of women
employees, shows that 75 percent of all of them ask to stay in service
beyond 60 to 65. They feel it is discrimination against them not to
permit them to have the same retirement age as men.

Some of the firms which have found it advisable to advance the re-
tirement age of women from 60 to 65 are: Eastman Kodak, Phillips
Petroleum, Quaker Oats, Socony Vacuum, Ohio Edison, United Fruit,
St. Regis Paper, Greyhound Lines, General Electric, American Bank-
ers Association, Lumbermen’s Mutual Casualty, Pacific Gas and Elec-
tri}f, Chicago Museum of Natural History, Home Insurance, and many
others.

The position of these companies is reinforced by a recent statement
by the medical director of a large industrial company—one of the
principal Standard Oil Cos.—to the effect that their experience indi-
cates pretty clearly that women can carry on their work as effectively
as men between 60 and 65.

I have assembled here a considerable amount of opinion which
supports the idea of women working to the same retirement age as
men.

If, however, the proposed reduction in the retirement age for women
were enacted, there would doubtless be a strong pressure for a similar
reduction in private pension plans. Such reduction would entail sub-
stantial costs, which in turn would mean that less money would be
available for other objectives.

For example, many employers are doing or considering “repair”
work on their pension plans to correct the adverse effect which inflation

had on the adequacy of pension credits which had been provided for
past service.




SOCIAL SECURITY AMENDMENTS OF 1955 441

To illustrate the cost of a change in retirement age, I made some
calculations on one of our group customers with 960 employees and
a $4 million payroll. Approximately one-half of the work force is
composed of women. To move the retirement age for women from
65 to 62 would increase his current cost of $287,000 by 16 percent—
would add substantially to his past service cost.

To move the retirement age for both men and women to 62 from 65
would increase the employer’s outlay by 31 percent, not to speak of
the effect of past service cost.

Recently as a member of a small group of consultants to the Labor
Department on the problem of employment for the older worker, I
heard the Secretary of Labor express concern about the adequacy of
our labor supply to meet the rise expected for our gross national
product in the next decade. It seems to me that if this country is
to be faced with an inadequate supply of working people in the rela-
tively near future, even if it is not here already, it would be ques-
tionable to reduce the retirement age of the Federal plan to 62 for
women.

This not only might appear to be a discrimination against women,
but also would take out of the labor market at a most inappropriate
time a segment of the working population. In our larger cities the
need for clerical help has required many employers to borrow high-
school students for part-time work a few hours in the afternoon, over-
time has increased, and in general it is a very real problem.

A careful investigation reveals no instance in recent years where
the retirement age has been lowered from 65 to 60 in these private
plants. The trend has been all in the other direction. Certainly the
experience of retirement plans is distinctly contrary to that being
proposed for the Social Security Act and it is my judgment that
instead of being welcomed by female employees, generally speaking
1t will be questioned and perhaps resisted.

The Caamman. Thank you very much, Mr. McDonald.

Senator BArRkLEY. I suppose your testimony and that of your asso-
ciates here in the insurance field is not actuated or motivated alto-
gether by the fact that it may have an indirect effect upon your
companies, that is, your pension plans. As I understand 1t, that is
one of the objections to the reduction of the age for women, it would
make it necessary for many of your companies to do the same.

But in addition to that, you are speaking about it from an economic
and philosophical standpoint, also, are you not ¢

Mr. McDonaLp. I was quoting the Secretary of Labor on that, that
he felt that our labor force would be inadequate to meet the gross
national product that is estimated to be effective 10 years from now.

And we assume that women would constitute an important segment
of that working population.

Senator BargrEy. That is a speculative matter, whether the back-
log of available labor 10 years frorp now would be reduced or increased
by such conditions. I do not think anybody can foresee what may
happen.

: II\)IF;' McDoxacp. In the large urban centers today though, as I
mentioned, it is a very distinct problem and we have to keep everybody
we possibly can, even at the qlder ages of women, in service, because
of this great demand for clerical assistance on the part of companies
that have that type of employment.

73192—56—pt. 2——2
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So it is right here today. It isn’t speculative in the larger cities.

Senator Barkrey. Would you say that a larger proportion of
women, based upon the relative numbers of men and women employed,
say between 60 and 65, that the larger or smaller proportion of those
who wish to continue would be women or men ? .

Mr. McDo~awp. I would think that so far as 60 to 65, since most
retirement plans have a normal retirement age of 65 for men and in
many instances in the past they have been at 60 for women, that it is
the large proportion of the women certainly that want to stay on, and
many of the men also want to stay on beyond 65, and that is granted
today.

It};vas quite common 10 years ago to see the compulsory retirement
age as the fashionable thing at 65. That is no longer true.

Senator BArrrLEY. We have in the last half century increased the
expectancy of man by nearly 25 years.

Mr. McDowarp. That is right.

Senator BARELEY. And certainly, they are bound to be more healthy
and able, and it presents a very difficult problem of what we will do
with older people in this country.

Mr. McDownarp. Don’t you think it is significant——

Senator BArRrLEY. I read an article in Argosy magazine in which
that is discussed. If you have not seen it, I recommend it to you.

Mr. McDowarp, I will read it. Don’t you think it is significant
that a number of plans have increased the normal retirement age for
men from 65 to 68¢

Senator Barkrey. Yes, I presume that is in line with that.

Mr. McDo~awp. Reenforcing what you are saying.

Senator BARKLEY. That is a direct result of the fact that everybody
is healthier and stronger than they used to be. What will we do about
people who get beyond a certain age and are still able to work—that
1s a very difficult problem.

I have a good many letters from women who want it reduced to 62,
many of them maybe between 62 and 65, and they want to get in on
it before they get to be 65.

But there are a good many women that feel that way about it, not
necessarily—Well, I do not know, but we are all looking after our
own interests in one way or another.

Mr. Ward said: “One man has as much human nature in him as
another, if not more.”

Thank you very much, sir.

Senator WILLIAMS, I notice on page 3 you state, based upon your
own company’s experience, drawn from a large force of women em-
ployees, it shows that 75 percent of all of them asked to stay in service
be)éon(%dGO to 651.1

Lould you tell us what percentage of your emplovees—I thi
said you had about 12,000——-repre§ent vzomen bI;yozld thg g];:ﬂ({)fy (é?)
and what %ercent represents beyond age 65¢

Mr. McDowarp. I would say that as a percentage today, there are

at least 75 percent that are beyond 60 of o :
That was your question ? y ur current working force.

Senator Wirriams. Yes,

Mr. McDox~acp. Of course, in days gone by we did h
before we moved it up to 65. 'So the full eﬂ'ect):)f that willaIY(?t %)%efgl?:
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for some years. But as of right now, I would say that certainly bet-
ter than 75 per cent of them have gone beyond 60. I do not know if
I answered your question or not.

Senator Wrrriams. What I was wondering, out of the 12,000 em-
ployees, what percentage of them are women beyond the age of 60
and how many beyond the age of 65. In other words, I was trying to
determine—

Mr. MoDo~awp. I would say—I could only guess that probably
not over 10 percent, sir, are beyond 65.

Senator WrrLiams. Thank you.

Senator BargrEy. There is another problem that enters into this
thing, especially in times when there is a surplus of labor, and that is,
how long an elderly person should be permitted to hang on to a job
and thereby deprive a younger person who is coming on of the oppor-
tunity for employment. That is a social one as well as an economic
problem.

If we could always be sure there was a shortage of labor that would
not arrive, but I do not believe we can assume that at any given time.

Does society owe it to the younger generation to make such a provi-
sion for the older generation to get them out of the way of the younger
ones as they come along seeking employment ?

Mr, McDonarp. Didn’t you answer that partly by suggesting that
the physical capacity of an individual to carry on, be he man or
women, is much greater.

Senator BarkrLey. I do not know whether I answered that or not.
I commented on that, that is true. But even so, if there is a surplus
of labor and the younger man is knocking at the door for employment
and he has his economic and social obligations as well, whether as
between the two, the older and the younger group, society which is rep-
resented by Government owes it to the younger ones to clear the way
somewhat by providing subsistence for the elderly ones so the younger
ones may get jobs.

That was a part of the theory on which social security and old-age
pensions were inaugurated in the beginning so far as Congress was
concerned. It was to help to take care of older people and at the same
time make way for younger ones who were coming along.

Mr. Creuss. May I suggest that this legislation is being considered
in an environment of full employment.

Senator BArRgLEY. Yes; you cannot say that is a normal environ-
ment, however, because we have had great ups and downs in employ-
ment as we have in economic prosperity.

We hope it will continue, an era of full employment, but we cannot
guarantee that. .

Mr. Creuss. Certainly not.

Senator GeorGe. I am sure you gentlemen have considered it, but
you are dealing with averages. You have a lot of under averages—
you have great hardship in many cases of women workers, and a social
security system cannot very well avoid some consideration of the
underaveraged person all of the time, when it is being developed.

And Mr. Creuss mentioned the fact of the ageg benefits to the
widow, and the benefits that an employee, a worker, may get. Tf she
was held until she reached 65, sometimes it does work a very great

hardship.
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Mr. Creuss. That is true, Senator George. The best information
I have on that, however, is that something in excess of 80 percent of
the families have insurance when the breadwinner dies. Maybe that
is not a satisfactory answer.

Senator George. That may be on the average again.

Mr. Creuss. No, 80 percent.

Senator Georce. Eighty percent have some insurance?

Mr. Creuss. Have some insurance,

Senator Grorce. And on the average they have so much insurance?

Mr. Creuss. On the average.

Senator George. But a great many of them have under the average
or else you would not have had that average.

Mr. Creuss. That is correct.

Senator Georce. That is right. Therefore, you have to consider
those things when you are dealing with a social security program.

I am one of those who have been with the social security legislation
from the very beginning. I am one of those who have not desired to
see it expand into a compulsory insurance system.

In fact, I voted against the last social security amendment, the 1954
amendment, because it did convert the system in my judgment almost
completely—we have made some progress in that direction con-
stantly—into a compulsory, a universal compulsory insurance pro-
gram.

And T know the consequences of that ultimately. You gentlemen
know it. You know it will run us into trouble, certainly, or into a
very high cost program which will be very burdensome to the average
income producer in the country.

And at the same time, I cannot escape the thought that when you
are dealing with women workers who have reached the age of 62 to 65,
that your averages do not adequately account for the hardship in the
underaverage case. You get my point?

Mr. Creuss. Absolutely.

Senator GeorGe. That is most unfortunate.

May I make this observation as one who has been working almost
all of 78 years; working becomes a routine, if one is in a regular job
for a long time. It is not half as hard as having to set up every one
of your decisions in a new employment. Habit is an awfully big thing
in our life as well as a bad thing.

And if the woman worker is thrown out of the job in which she
has been trained and in which she has been constantly, steadily at
work and in which she is still completely competent to carry on and
in which she prefers to carry on, she faces a very different situation,
both in finding a job and, second, in holding it down, because it is a
different kind of work. She will have far more difficulty than to
carry on the work of the position or the job in which she has had
say, 20 years of continuous experience.

Those are just observations but they are observations which I am
making to you to indicate to you that I have great difficulty in con-
sidering this thing on your laws of averages because you have these
underaverage and you have women at 60 who do go out, who are

thrown out of the regular job, not in your big industrv but i
smaller industries, th?oughout,the country. ° Ty but in your
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_The industry may go out. And then it becomes quite a different
thing for the 60-year-old or 62- or 63-year-old woman to find a job and
to really hold it, with any possible ease or success.

I merely make these observations to let you know that the problem
1s not new. We have thought of it, and worked over it, for a long,
long time.

Even our very able and capable secretary in this field now, Mr.
Marion Folsom, at one time when he was on the committee set up by
the Congress, but mainly by this committee, suggested retirement for
the women at 60, that is, women workers.

Of course, there have been certain changes and all like that, and you
gentlemen have probably noted them in your averages, but it is just
that you do arrive at these conclusions necessarily on a consideration
of averages.

Mr. Frrzéerarp. Would not the very fact that the OASI age was
kegt at 65 put some bias or pressure on keeping retirement practices at
65% I think the chances of being retained would be increased.

‘Sentator GEorRGE. That is true, when the industry needs it. You are
quite right, one absolutely limiting factor on your progress in any
direction is the number of people who can do the work. That is an
absolutely limiting factor.

We can borrow money and we can get credit and we can expand it.
We can do various things, even in a military way, but your limiting
factor is your manpower. That is true. There is no question about
that.

And from that point of view, it is desirable to keep the retirement
age up and to provide steady employment for those who are advancing
in age.

But again, I come back to the proposition that you have your under-
average always to strike that average, and in that field of the under-
average there is hardship. )

Mr. McDoxawp. Do you not think it is significant that so many
medical authorities that are dealing with these industrial firms feel,
though, that women can perform their duties as satisfactory as men
at these older ages; that they have found through long experience that
this differential really is not needed in order to get efficient work?

Senator Grorce. I think that is true. I think there are other
reasons. 1 think that women at 60 years have far better habits than
men.

Mr. Frrzcerarp. We all agree with you on that, Senator.

Senator BarRgLEY. 1 have known you a long time and your habits
have always been pretty good.

Senator Georce. Thank you very much.

The CuammaN. Thank you very much, Mr. McDonald. You made
an excellent statement. ]

Mr. Firzeerarp. Mr. Reidy.

STATEMENT OF DANIEL J. REIDY, VICE PRESIDENT AND GENERAL
COUNSEL, GUARDIAN LIFE INSURANCE COMPANY OF AMERICA

Mr. Rerpy. Mr. Chairman and members of the committee, I direct
my remarks to that portion of H. R. 7225 which proposes to provide
monthly disability benefits for certain disabled individuals who have

attained age 50.
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LIFE INSURANCE COMPANY EXPERIENCE

The life-insurance business has operated in the field of total and
permanent disability insurance for some 45 years. I would bring
to your attention some administrative and claim problems we have
encountered ; problems which this proposed amendment, if adopted,
must also encounter, but on a greatly magnified scale. o

When in 1910, we commenced 1ssuing total, permanent disability
clauses, our benefit was limited to waiver of the premiums as they
fell due under the individual’s life insurance policies. This is analo-
gous to the present provision under the Social Security Act, the so-
called freeze provision. . .

Our next step was to pay annual disability annuities, usually 10
percent of the face amount of the life insurance. Qur safeguard,
though, was that such annual payments were deducted from the face
amount of the policy.

It was in the 1920’s that we jumped with both feet into the monthly
disability payments without reduction of the face amount of the
contract. Weliberalized our old total and permanent disability clause
so that a total disability that had existed for 8 months was presumed
permanent. The usual monthly benefit was 1 percent of the face
amount of the life insurance, i. e., $100 per month on a $10,000 policy.

We waived the premiums so long as you remained totally disabled
and the amount of the insurance was not thereby reduced.

Times were good in the 1920’s, claims were mostly valid. We grad-
ually learned how to administer this claim disability field. When I
entered the business 1 month after the great crash of October 1929,
our basic procedures were established, but claims were beginning to
quickly increase in number.

With mounting losses, the industry and the State regulatory authori-
ties took another look at lotal, permanent disability, both as to type of
benefit and premium rates charged therefor. The National Associa-
tion of Insurance Commissioners, working with the insurance industry,
introduced new standard provision for life insurance total and perma-
nent disability benefits. Rates based on experience studies were in-
creased about 50 percent for men, 150 to 200 percent for women.
Underwriting of disability risks became quite strict. Women, unless
,Ez,mglgly employed, were 1n most instances no longer eligible for such

nefits.

With the depression came many questionable claims, fraudulent
claims, even claims rackets. Litigation-expanded throughout the coun-
try. Courts, in some areas, instead of squaring the total disability
clause with the facts of the case allowed sympathy, prejudice, sociologi-
cal, and other factors to influence their judgment.

Our usual total and permanent disability clause required the insured
to be totally disabled and unable to follow any occupation whatsoever
for remuneration or profit. Qur premium rates for such clause were
based on such type disability.

Courts and juries, though, rewrote the clause, interpreting it so
that if an insured was unable to follow his occupation or even to per-
form the substantial duties of his occupation, he became entitled to
have his life-insurance premium waived and monthly total disability
benefits paid.
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Total, permanent disability became partial disability; it became

professional disability; it became unemployment insurance; and at
times it became retirement insurance.
. As the depression mounted, claims mounted. Despite the increase
in premiums, losses to the life-insurance business became tremendous.
Between the years 1931-38, inclusive, the life-insurance companies
operating in the State of New York alone lost over $370 million on
total and permanent disability.

By the year 1932, most life-insurance companies had stopped issuing
new life-insurance policies containing provisions for payment of total,
permanent disability benefits.

What did we learn from our very trying experience? We learned
the following :

1. Adverse economic conditions have a major impact on the inci-
dent and duration of total disability when compensated by monthly
total disability income.

2. The “moral hazard” is a most important factor in successful
underwriting and claims procedures.

3. Claims procedures must be established that, while fair, will also
be alert to malingering, to fraud, to recovery, rehabilitation, and
reemployment.

4. Premium charges must be sufficient to allow sufficient reserves to
cover foreseeable hazards and maintain solvency.

5. Rehabilitation, with benefits allowed for limited trial working
periods of about 3 or 6 months, often converts the “desire” to work
into the “will” to work.

If we could rehabilitate one of our claimants by saying, “O. K., your
doctor thinks you can start work now, we will continue to pay the
benefits for 3 months or 6 months, you forget about the total dis-
ability”—we found out by doing that we encouraged them. And most
of the people that returned to work that way, continued working and
were no longer totally and permanently disabled.

Full payments are made during such periods while the insured,
actually returning to work, builds up his strength and confidence
again. If the effort is successful, benefits cease; if not, benefits are
continued without any new waiting period. Results have been excel-
lent in this field.

6. Sound claim procedure involves not only initial actions, but, of
equal importance, proper reviews, followup inspections, and inter-
views. The longer a person remains on the disability payroll the
farther he becomes removed from employment opportunities and
incentives. Actual field inspections are of the utmost importance in
the followup on admitted claims.

You have to keep in touch with these people on an individual basis.

7. Selection and training of competent, intelligent, fair claims per-
sonnel is a keystone to sound claims administration. It has been our
experience that it takes a minimum of 2 years to properly train a
competent claims representative. ) _

It has also been our experience that we interview 50 applicants to
select 1 good prospective claims trainee. He must have somewhat the
qualities of a judge as defined by Socrates: To hear courteously, to
answer wisely, to consider soberly, and to decide impartially.
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PROBLEMS INHERENT IN DISABILITY PROVISIONS OF H. R. 7225

H. R. 7225 proposes to introduce monthly disability income pay-
ments to eligible disabled persons, age 50 and over. With several
hundred thousand initial claimants, it is reasonable to assume many
thousands of cases wil be neither readily approvable after completion
of proofs, investigation, and review nor readily disapprovable. These
cases are the hazy group of questionable cases, malingerers, and frauds.

The insurance industry has had its share of individual frauds and
of organized fraud rings operating beyond State boundaries. It took
us years, cost us millions of dollars before, with the great assistance
of the postal inspectors and Federal and State prosecutors, we broke
up the tuberculosis and heart rackets. The proposed governmental
program would surely encounter much greater difficulties in this area
than we did.

We have tried to carefully select the people to whom we will issue
disability, but under your program you have no right to select because
you are going to take in everybody.

H. R. 7225, if enacted, would immediately cover many millions of
people for total and permanent disability benefits. This without any
opportunity to apply sound underwriting rules regarding age, income,
occupation, health, or possible moral hazard—rules which we found
s0 necessary in the business of total, permanent disability insurance.

With no power of selection of risk, with such a greater exposure, it
stands to reason the Government would have a greater share of ques-
tionable cases. It is important to remember that in this field of total,
permanent disability insurance it does not take very many question-
able cases to greatly increase costs.

Here is why. Total disability insurance is a form of insurance
which, if it would be successfully underwritten, must depend on a low
frequency of total disability claims because of the high claim value of
each case.

In contrast, hospital-benefit insurance, for instance, is the type where
one expects a high elaim frequency but low claim value. Thus, if we
expect, for example, that 1 percent of our insured will become totally
disabled in a year but the attractiveness of the total disability income
induces an additional 1 percent of our insured to go on the disability
rolls, we automatically double the claim payments.

Thus, even a minimum of questionable or fradulent cases has a ter-
rific impact on costs and can upset the entire plan of financing.

Under the proposed amendment there is no leeway to dispose of the
questionable cases—the cases where there is room for honest differences
of opinion. Such cases must either be wholly approved or wholly de-
nied. Due to such inflexibility of claims administration, the Congress
will undoubtedly be flooded with complaints of those who feel they
were unfairly treated when their claim is turned down.

The proposed disability determinations would, of course, be subject
to both administrative and judicial review. I would not even hazard
a guess as to the additional number of administrative, quasi-judicial,
and judicial personnel who would be needed eventually to operate the
appeal procedures.

ow, under a complex administrative system, can you really main-
tain uniformity of action throughout the country? Try as you will to
establish standards, policies, and procedures to assure nationwide
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equality of treatment, ultraliberalization will be the rule in some
areas, fair administration in others, very strict interpretation in others.
I would refer to State decisions on what constitutes total, permanent
disability to back wup this statement, because with the same clause in-
terpreted by courts of different States we have come down to the fact
that certain people who are only 25-percent totally disabled have been
found to be totally and permanently disabled for the benefits under a
life-insurance policy.

Just to add a little levity to the discussion, in checking some of these
decisions, I found that even elected officials at times come under vari-
ous interpretations of the clause and I just jotted down two decisions
that I thought you might be interested in.

One court said that—
the very nature of an employment growing out of a popular election is such that

it cannot be considered in determining what is total and permanent disability
within the meaning of the policy.

Another court said :

In addition to sustaining a substantial decrease in income, his presently re-
ferred to occupation of sheriff has absolutely no stability or fringe benefits
found in most occupations and particularly found in plaintiff's original occu-
pation. His security is totally dependent upon the will of the local people. It
is in no way necessarily related to his physical condition or ability to serve.
Undefinable intangibles control his future.

So it seems to me that every time you have a different occupation you
have a different decision from some of the courts.

Many people become totally disabled. Relatively few remain per-
manently disabled. But where is the break-even point between the
incentive to work and the incentive to become and remain totally
disabled ?

There are already in operation throughout the United States many
plans which provide various benefits for both short- and long-term
disability. If we add another layer of disability benefits, as this bill
proposes to do, to the attractiveness of such income-tax-free payments,
we further depress the incentive to return to work and inflate the desire
to remain disabled. .

In periods of economic recession or actual depression, our past expe-
rience has shown that disability benefits tend to become unemployment
benefits for people with real or fancied ills, who, if their business had
not failed or their employment had not been terminated, would have
continued to work. Such benefits, as the individual grows older, tend
to merge into retirement benefits. ) ' .

One final point : Legislation such as this should not be cops1c1er.'ed 1n
a vacuum. In addition to considering the welfare of the 1nd1v1du§tl,
consideration must also be given to the welfare of the Nation and its

nomy. .
eC(')I‘he i};terests of the disabled individual and the N_ation are inter-
dependent and are best served when that individual is returned to a
productive role. This is particularly important at the present time
when, with a world divided, with a potential opposition which has
overwhelming superiority of manpower, wisdom demands that our
productive capacity be maintained at a maximum level.

The CrzarrmaN. Thank you, Mr. Reidy. e

Have you available a definition of “permanent disability” included

in the insurance policy ?
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Mr. Remy. The general definition in life insurance policies first was
that the individual

The Cuarman. Have you got the exact language? I want to com-
pare it with the language in the bill. .

Mr. Remwy. I can give you the exact language of our own clause right
now, which is a very liberal disability provision we instituted about,
3 years ago. The definition in our own contracts is that the incapacity
of the insured resulting from bodily injury or disease which prevents
him from performing substantially all of the work pertaining to his
occupation or any other occupation for which he is or may be suited
by training, education, or experience.

That is a very liberal definition peculiar to our own company. Most
of the other companies at the present time still say that he must re-
main unable to follow any occupation—totally and permanently dis-
abled. .

Of course, you have a 6 months’ condition there. If he is totally
disabled for 6 months, that in and of itself will be presumed to be
permanent disability. ] .

The Crarrman. How do you think that compares to the definition of
the bill ?

Mr. Remy. I have studied the definition of the bill, Senator Byrd.
I think it is a good definition, because I do not think, no matter what
definition you put in writing, when these definitions go to the courts,
based on our experience, it depends on the court, it depends on the
jury, it depends on the area as to how they will define that total and
permanent disability clause. .

The Cratrman. In the case of the insurance companies, the doc-
tors, the insurance company employs the doctors to make the exam-
inations, do they not?

Mr. Remy. On disability?

The CuarMAN. Yes.

Mr. Remy. Only in the unusual case. If we have a doubtful case,
for example, we will retain a physician or specialist to examine the
insured at our expense, yes, sir, but on the determination as to whether
or not the man is totally and permanently disabled, our procedure is
that only if it is a questionable medical case is the case referred to our
medical department for expert medical opinion.

We get the proofs. We also have our inspection reports where we
have interviewed the doctor and have interviewed the claimant, We
have also checked with the employer, you see. And we have a pretty
good background by the time we approve the case.

We do not use doctors on every case.

The Crmamrmaw. Is it your understanding that any contributor to
the social security could take a case into the Federal courts in the event
that his application for total disability was not granted ?

. Mr. Remy. Yes, sir. AsT read the bill you have six administrative
eps.

If you are turned down initially, then you have a right to go to the
appeals board, and if the appeals board ‘decides ‘“no,” then you have
a right to go to one higher echelon in the Social Security Administra-
tion. And then after that, you have the right of judicial review by
proceeding through the Federal District Court; and then, naturally
up through the Circuit Court of Appeals.
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The CHAIRMAN. Thank you very much.

Any other questions ?

Senator Georee. I donot have any questions, but in the case of disa-
bility of veterans, the court did finally decide that since the policy was
a contract, that the veteran could not be denied the right to judicial
review ultimately. It may have been held and properly that the
administrative remedies given should be exhausted but then in the
Lynch case they held that the insurance benefits were contractual and
glllla(,iq the holder of the policy, the veteran, was entitled to a judicial

ing.

And that would undoubtedly be true, I think you are right, in
social-security cases, because it is a compulsory, not a voluntary sys-
tem~—a compulsory system supported by taxes levied on the insured and
levied on his employer.

Mr. Remy. Yes, sir.

Mr. Firzcerarp. With benefits as a matter of right.

Senator Groree. He would have a right of final review in court.

Mr. Reioy. We have gotten far down on the administrative law.
I believe we should have a lot of these decisions reviewed by our
courts.

Senator GEorce. I share your view.

Senator BARKLEY. Are you recommending concretely that we elim-
inate from this bill the question of total disability altogether or that we
try to write a new definition or a new formula for determining total
disability ¢

Mr. Remy. I am recommending that you knock out the total and
permanent disability provisions from the bill completely.

Senator BargrLEy. Is that because of the difficulty of determining
what is total disability or the unwisdom of having any total disability
provision in any social-security law?

Mr. Remy. 1 would say, in answer to that, both reasons. No. 1,
that social security was originally introduced to provide a basic floor
of protection. When you get into the disability provisions, you are
expanding that into a nationwide compulsory insurance fleld.

But there are other reasons, too. Our experience has shown that
you really cannot write this thing successfully without very strict
selection of your risks, because, unfortunately, while the great major-
ity of American people are very honest, there is always a group that
will always take advantage of these things.

And in this field it only takes less than one-half of 1 percent of
that type of individual to throw your entire scheme out of kilter, be-
cause for every 1 percent, why you double your costs.

Senator Bargrey. I am looking at it from a long-view standpoint.
Do you think we can permanently maintain a social-security system
in this country without including in some way or another the total
disability question?

Mr. ReEmy. I would hope so, for one other reason, just the cost of this
thing alone. I think it is coming to the stage where the American

eople are going to get up on their hind legs some day and call a
Kalt to this thing. )

Even this bill itself proposes that by 1975 if these amendments go
through, your individual worker, your self-employed, your farmer
with $4,200 income is going to be paying more in social-security taxes
than he is paying in income taxes, based on the rates today.
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The farmer in 1975 will under the proposed bill be paying 6 per-

cent social-security taxes which is on his gross income, not on-his-net-

income. That is, the farmer with an income of $4,200 with a_wife
and 2 children, on the basis of the present income-tax rates will be
paying about $276 income tax but paying $283 a year social security.

Those figures I took from the House committee report of this bill,
sir.

Senator BargrrLey. That is all.

The CrairmMan. This bill increases by 1 percent the payroll tax.

Mr. Rewy. Immediately; yes, sir.

The Cuatrman. $750 million will fall on the employers and $750
million annually on the employees.

Mr. Rempy. Yes, sir.

Senator CarLson. Just this one thought: If we should approve this
disability provision and the present rates are based on the present
anticipated program, is it not reasonable to assume that the demand
might-even be greater than we anticipate at the present time and
would have to increase the rates further to protect the system?

Mr. Remy. I would say that, once you get the least start of quiver-
ing in our economic situation, your disability claims are bound to go
up.

er. FirzeErarp. And your income will go down.

The Cusirman. Is it not also true that under this 1 percent tax
there vgould be an average cost on each social security payee of $21
a year?

Mr. Frrzeerarp. That is correct; yes, sir.

The Crakman. And it will be for the benefit of 2 classes—namely,
those that are disabled at the age of 50, and women being reduced
from 65 to 62—and that many on the social security will pay $21
a year, and they themselves get no direct benefit out of this increase
and the change in the law.

Mr. Frrzeerarp. Yes, sir.

Senator Georce. They do get, though, greatly increased protection.

The CrarmaN. If they do not happen to be permanently disabled
and if they do not happen to be——

Senator Georce. They do not get the money, but they have the
protection.

The Cratrman. If they do not happen to be a woman, they do not
get anything.

This tax that they pay—conceivably they could pay it for 45 years
at $21 a year.

Mr. Remy. It is estimated you would have a quarter million people
totally disabled the first year, none of whom have paid 1 penny of

remiums toward the fact they are going to get an average of $70 or
£80 a month disability.
. The Crarmrman. This 1 percent is to be devoted, and the purpose
is for 2 classes, one, permanently disabled above 50, and the other,
women being reduced from 65 to 62.

Mr. Reipy. Yes, sir.

The CratrmaN. A man starting out to work at 20 years of age, then,
at 65 will have paid $21 a year for 45 years, and he would not get one
cent of benefit by reason of this additional 1 percent. Is that correct?

Mr. Rewy. That $21 is an increase over what he is now paying.
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The CratknmaN. I understand that. I say the increase——

Mr. Remy. That is correct.

The CaarrMAN. Is to be devoted to these two particular objectives;
one, disability, and the other, to reduce the age of the women.

Mr. Rewy. That is correct; yes, sir.

Senator Grorce. He would have greater protection for his wife and
children and family.

Mr. Remy. If he became totally disabled at age 50; yes, sir.

Senator GeorGe. Of course, but the protection is there. It is not a
bad system for the individual.

Mr. Frrzcerarp. Or if his wife happened to be younger.

Senator (FEORGE. Yes.

Mr. Remy. Under private insurance there are many, many mil-
lions of people already covered. I think there are over 39 million
people already covered, not counting total and permanent disability
clauses in life insurance policies, who have continuance-of-income
pratection, either through accident or health policies or Government
sick leave and the like, in case of disability.

Senator George. That is true.

Senator BARKLEY. Do you see any analogy between unemployment
not due to the fault of the employee, who originally received unem-
ployment compensation—I think for 26 weeks, that being the maxi-
mum under the social security law—and unemployment because of
disability not due to the fault of the employee? Is there any analo
there, so far as logic or Government obligation may be concerned?
They are both unemployed, we will say, without any fault of their
own.

The cause of unemployment may be a condition in the country for
which he is not responsible. And the other is because of disability
for which he is not responsible, we will say. Is there any analogy
between those two sets of people?

Mr. REmy. I would say you would find some analogy. First, on
the unemployment you do have most of them covered for, say, 26
weeks. In some States legislation is introduced to take it up to 30
weeks.

Then you also have the group covered by workmen’s compensation
today in all of the States who receive certain benefits once they become
disabled. ) )

On top of that, you add your private plans and your medical
insurance, the major medical and hospital-surgical insurance—you
are adding more layers there. )

But when you come to the occupational groups who have a seasonal
occupation, let us say, sometimes you will find, I think, the disability
merging into the unemployment, and at times you wonder whether
the man is actually totally and permanently disabled or whether the
job is not open for him at the present time.

Senator BarerLey. There is always overlapping. You cannot draw
a straight line anywhere and say, “All on the right represent one
thing, and all on the left represent another.” You have to try to strike
an average, I know, in some way or other. .

1 see difficulties here in eliminating altogether any provisions for
total disability. It will be difficult to do because of sentimental and
emotional reasons and others, as well as economic and sociological.
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It is not easy to eliminate a whole class of people and say, “You can-
not come in.”

Senator Groree. It may be that the Government should care for
the totally and permanently disabled in another way. That may be
the real and best solution.

Mr. Remy. I believe Mr. Miller will touch on that. ]

Mr. FrrzeeraLd. We would like to offer some testimony in that area.

Senator BARKLEY. Are you a lawyer?

Mr. Remy. Yes; I am. ]

Senator BargLey. That is a compliment, too, I will say; you talk
like one. [Laughter.] )

Senator CarLsoN. May I ask if you have given any thought to the
effect that this might have, if it would have any, on the present old-
age assistance program we have?

After all, we have a large percentage of our people that cannot
receive the benefits of OASI who are taken care of by the Federal
Government, State, and local.

Would reducing the age to 62 have any effect? Would this provi-
sion have any effect on that group?

Mr. Remy. I would like to pass that question to Mr. Miller, who is
an actuary and can answer it better.

Mr. Frrzeerarp. His testimony covers that very point.

The CrarmaN. I would like to make one more comment about the
cost. We are entering into a new field, we all recognize that, when we
come to disability of any kind.

If this bill should pass in its present form the total cost will be $7.5
billion a year on a 5-percent basis. That is one-half on the employer
and one-half on the employee. It will be increased still further as
the years go on.

Any tax on the wages that are earned in view of the constantly ad-
vancing wages is a very serious matter. The tax on net incomes in
the high brackets is bad enough but the tax on the gross payments for
vgages and a rising scale as we have had in the past years is something
else.

I think it is that, particularly, we should bear in mind that the
self-employed is the one that will suffer the most among the em-
ployees, because the self-employed has to pay the total amount with
slight reductions and that is not subject for deduction on his income
tax, that is, these payments, while the employer that pays does have
the privilege of taking it off the Federal income taxes.

Mr. Remy. Yes, sir.
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The Cramrman. I simply make that observation because if we em-
bark upon the matter of physical disability at the age of 50 that will
be claimed—we all know that.

Mr. Remy. Supplementing that point:

The CHARMAN. As time goes on—this is just the beginning—the
camel getting under the tent. That is my opinion. I think that we
should bear that in mind in this consideration.

Mr. Remy. I was going to say, supplementing your very point, the
self-employed furthermore pay this tax on their gross income and
not on the net taxable income, so that you have a higher tax here
really than you do under the income tax.

The Cualrman. And a great many people self-employed in small
businesses now are complalning very greatly about the present tax.

The chairman has received quite a number of letters lately about
it from the self-employed farmer who wants to get out of it
completely.

Thank you very much, Mr. Reidy.

Mr. Frrzeeraip. Mr. Miller.

STATEMENT OF JOHN H. MILLER, VICE PRESIDENT AND ACTUARY,
MONARCH LIFE INSURANCE CO.

Mr. Mimier. Mr. Chairman and members of the committee, Mr.
Reidy’s account of the experience of life-insurance companies with
disability benefits argues strongly against the inclusion in the OASI
system of cash benefits for disability.

I wish to point out additional dangers in the disability proposals,
and an alternative which will not only avoid these pitfalls but will,
in our opinion, make a positive contribution to the welfare of the
disabled people of our country.

Disability pensions discourage rehabilitation and return to em-
ployment. It has been repeatedly demonstrated that disability tends
to be unduly prolonged when cash benefits are payable, particularly
if they are paid as a matter of contract right.

Chart A shows, for ages 55 to 59, the number of persons disabled
for at least 6 months from each 100,000 alive at those ages, according
to the experience of leading life-insurance companies.
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(The chart is as follows:)

NUMBER DISABLED FOR SIX MONTHS OR LONGER
Per 100,000 Lives Exposed Under Each Clause for One Yeor
intercompany Disability Experience
Ages 55 to 59, Inclusive

2,500
2,286

T

2,000 n

1,500

1,000 [

500

Income Benefit- Income Benefit Waiver-of-
90 Doy Clause 90 Day Clause  Premium Only
Retroactive Clause

Mr. Mirier. The first bar is based on the most liberal benefit is-
sued—one which commenced paying cash benefits if total disability
lasted 3 months or longer, with payments retroactive to the beginning
of disability. ‘

The middle bar measures the results under a benefit that was similar
except that no retroactive payments were made.

_ The third bar represents a benefit providing only for waiver of the
life-insurance premium. The chart shows that, as compared with
the waiver of premium benefit, twice as many people were adjudged
disabled when cash benefits were paid, and when these benefits were
retroactive even more disabilities were established.

e — e t—— - -

— B
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Moreover, after 15 years of disability, as shown by chart B, the
disparity between the number still receiving cash benefits and the
number qualifying for waiver of premium has increased.

(Chart B is as follows:)

NUMBER DISABLED FOR FIFTEEN YEARS OR LONGER

Per 100,000 Lives Exposed Under Each Glause for One Year
Intercompany Disability Experience
Ages 55 to 59, Inclusive

2,500

2,000

1
{

1,500

1,000

B 479
500 391 ]

185

income Benefit- Income Benefit-  Waiver-of-
90 Day Clouse, 90 Day Clause Premium Only
Retroactive Clause

Mr. Micer. These data are based on the years 1935 to 1939. At
the depth of the depression the disability rates under cash benefits
were much higher. . . .

T do not conclude that the difference between the number quali-
fying for cash benefits and the smaller number receiving waiver of
premium is wholly comprised of fraudulent claimants or malingerers.

Of course, there are many of these—and even a few'such cases add
significantly to the cost—but largely the difference is made up of
what might be termed “elective disability.”

73192—58—pt. 2——3
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A friend of mine is successfully operating his own business despite
the fact that two-thirds of his body is paralyzed. Medically, he is
without question totally disabled. Economically, he is more com-
petent and productive than the average person. o )

Conversely, there are many people collecting disability pensions
by virtue of impaired hearts or other chronic disease who would be
better off in some gainful employment, consistent with their physical
limitations. o .

A person who has suffered a serious injury or illness naturally seeks
security for himself and his family. Even though he may wish to be
self-supporting, his fears of possible failure and his desire for se-
curity can deter him from attempting to work or to become rehabili-
tated, when a disability income is available. ] )

The security of the guaranteed disability benefit, its exemption from
income tax, and the escape from the many expenses incidental to
employment may make even a small benefit more attractive than a
much larger wage.

Under H. R. 7225, a person must remain disabled for at least 6
months before receiving benefits. The adjudication of disability pre-
sumed that he will be disabled permanently or for a long and in-
definite period.

The bill also provides that he will be referred for rehabilitation
services. The emotional damage in being certified for a long-term
disability pension, the conflict between the challenge of rehabilitation
and the security of the pension, and the probable delay in commencing
rehabilitation under this divided approach are obvious.

Rehabilitation should be attempted before, not after, certification
of disability. It should not be given a secondary role. In the light
of all the evidence as to the “dis-incentives” inherent in cash disability
benefits, it would be most unfortunate if Congress should enact any
legislation having the tendency to impede rehabilitation, for it would
be most difficult, if not almost impossible, to modify or repeal it,
even after its unfortunate consequence became clearly evident.

THE NEEDS OF THE DISABLED REQUIRE INDIVIDUAL CONSIDERATION

A disability benefit determined by formula on the basis of wage
records over past years cannot be expected to measure the future needs
of the disabled person, which vary according to his condition, educa-
tion and training, family situation, mobility, and other factors.

Old age and disability should not be confused. Old age is a normal
state which all can look forward to and plan for. It should not be
assumed that a Erogram for the aged is adaptable to the much more
complicated problem of disability.

DISABILITY ASSISTANCE CAN MEET THE NEEDS FOR CASH BENEFITS, WITH
DUE REGARD TO INDIVIDUAL PROBLEMS

Through the assistance pr%gram the need for cash benefits is bein,
met or can be met, in every State, in a way that provides individua,
consideration of the problems of each case.

With the need thus met, the Federal Government should not, in our
opinion, assume the incalculable risks of granting cash disability bene-
fits as a matter of right through the OAST system.
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CONFLICTS OF ADMINISTRATION WOULD CAUSE SERIOUS DIFFICULTY

Disability assistance payments being made today in a number of
States average more, per capita, than the OASI primary benefits, indi-
cating that the proposed benefit would, in many cases, need to be sup-
plemented by disability assistance.

Also, the latter would still be required for individuals not eligible
for OASI. The disability assistance programs are in most cases
administered by the public welfare agencies. The determinations of
disability for OASI benefits would generally be made by the State
vocational rehabilitation agencies. Since many disabled persons will
qualify under both programs, two administrative agencies will fre-

uently be dealing with the same case. When ether agency has cer-
tified a disability, the other may be under pressure to do likewise.

For this reason and because of many other local and regional influ-
ences, it will be most difficult to maintain uniform adjudication and
administration throughout the Nation. Should the benefits from the
OASI Trust Fund, to which all covered persons have contributed on
a basis that is uniform throughout the countrﬁ be paid out on an
uneven basis, serious questions of equity would be raised.

CASH BENEFITS FOR DISABILITY ARE INCOMPATIBLE WITH THE BASIG
STRUCTURE OF THE OASI SYSTEM

Entitlement to the present benefits under OASI is determined on an
objective basis involving provable facts of employment, wages, age,
death, and marriage. While the freeze does require disability deter-
minations, this only affects the average wage computation and insured
status and does not result in a current benefit payment.

The injection of cash disability payments, determined on a sub-
jective basis, would radically change the whole nature of the OASI
program and would bring the Federal Government into direct con-
troversies with its individual citizens.

We propose that Government adopt a constructive program of
meeting the needs of the disabled by providing services directed at
preventing the economic hardships following disability rather than
by offering the palliative of more cash subsistence payments.

‘We urge the acceptance of the new concept that physical or func-
tional disability does not necessarily result in economic disability;
that the person who has a disability also usually has many abilities
which, through rehabilitation, can be developed and utilized. It has
even been said that “the idea of disability itself is outmoded.”

The idea of disability itself is outmoded. When a specified “disability” does

not in truth disable, the “disability” ceases to be a disability. Yet there remains
the question of securing acceptance of this changing concept by employers and

the public.

'Dlll)ring the past 10 years, there have been developments in the several fields
relating to disability which have radically broadened the extent to which handi-
capped persons may be restored to activity and gainful employment (report of
the Task Force on the Handicapped to the Chairman, Manpower Policy Com-
mittee, Office of Defense Mobilization, Jan. 25, 1952, Washington, D. C,, U. 8.
Government Printing Office, p. 14).

Currently the Nation ‘is.making disability assistance payments to
nearly a quarter of a million people at a yearly cost of about $660
per recipient. Only a fraction as much is put into the rehabilitation
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program, despite its proven economic and humanitarian values, and
only about 60,000 persons are being rehabilitated each year.

I'might add with this disability assistance and the other programs,
the aid to the blind, the aid to dependent children, and general assist-
ance, State and Federal Government are paying approximately half
a billion dollars a year in support of disabled persons, and this is more
than 12 times the amount that is being spent with such fine individual
results on the rehabilitation program.

In 1954, Congress gave the rehabilitation program notable support,
but we urge that more should be done.

Our first recommendation is that all people seeking governmental
assistance because of disability be referred initially to their State
rehabilitation office, so that a rehabilitation evaluation can be made
before and not after there has been a finding of total and permanent
disability.

It is highly important, authorities say, that rehabilitation start as
soon as possible after the injury or the onset of disability, and it is
equally 1mportant that the idea of rehabilitation be planted in the
patient’s mind at the earliest possible moment.

This rarely happens under the present program, nor would it under
the proposed legislation which places primary reliance on cash bene-
fits. Our first recommendation, of course, contemplates that anyone
who is referred to his State rehabilitation office would be entitled to
an analysis as to his need for rehabilitation services as well as to
receive such services as may be indicated by the analysis.

This proposal would avoid the “dis-incentives” of a cash benefit,
would bring the services of rehabilitation to handicapped and disabled
citizens before it is too late, would add to, rather than detract from,
our manpower supply, and would restore the dignity and usefulness
of thousands of citizens who would otherwise drag out their remain-
ing years on a disability subsistence benefit.

Senator BARgLEY. May I ask you a question right there? If I un-
derstand your proposition it is that the Federal Government get
entirely out of the disability field and that all such be referred to the
State disability authorities or rehabilitation authorities.

The Federal Government has no power to compel the State to do
anything in regard to that after he has been referred to them. And
would you find any difficulty there?

I am not intimating that the State would not cooperate fully and
I think they would, but the mere reference of the case to the State
authority would not automatically cause any action.

I do not suppose any rehabilitation program can be completely
successful. There are human beings that cannot be rehabilitated. In
cases like that, what would you do—what would you have the Federal
Government do?

Mr. MirLer. Our proposal would not in any way reduce or elimi-
nate what either Federal or State Governments are doing today in
this field. We would not propose any retraction in the disability
program. Our thought is that if people who seek disability assistance
were first sent to the vocational rehabilitation office, before anybody
says, “Yes, you are disabled and entitled to this benefit,” that office,
rather than the State public welfare branch, would make the disability
determination. Their primary emphasis would be on getting this
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man rehabilitated, and they would exhaust that approach before they
even suggested the idea that he was totally and permanently disabled
and would have to rely on governmental benefits.

Senator BARKLEY. You do not advocate that the Federal Govern-
ment set up any machinery for this but refer them all to the State
rehabilitation authorities?

Mr. MuuLer. We simply advocate the continuance of the present
mechanism but giving 1t more support, so that it can rehabilitate 3
or 4 or 5 times as many people as are now being rehabilitated.

At present the rehabilitation services are provided through State
offices which are supported in large part through Federal grants and
they have the leadership of the Office of Vocational Rehabilitation in
the Department of Health, Education, and Welfare, but each State
runs the office subject to that supervision and financial support.

And we would urge the continuance of that same program, but its
enlargement and efforts to make it more effective——

Senator BArgLEY. Pardon my interruption.

Senator CarLson. Right on that point we might follow it through:

It seems to me, Mr. Miller, that this is a suggestion that should
have some consideration by the committee. \\ge in Kansas very
greatly expanded our vocational rehabilitation program. During my
administration as Governor we devoted a considerable increase of
money to it. We secured some very fine people and have had splendid
cooperation with the Federal Government.

It occurs to me that this is a suggestion that might have some merit
if we go into this program.

Mr., Mmwier. Thank you.

Senator BargLEY. I was not suggesting that it did not have merit.
I was trying to elucidate what Mr. Miller had in his mind about it.

Mr. Mircer. Thank you.

Our second recommendation is that the civilian rehabilitation pro-
gram be expanded to provide services to people who, by reason of age
or the severity of their impairment, will probably néver be able to
work, but who may be trained to care for themselves.

I might add it 1s limited to people who can probably be returned
to work. And the officials in charge are not permitted to provide
services to a person unless in their opinion those services can be ex-
pected to result in his eventual reemployment in competitive industry.

The person who can merely be aided is at present denied those
services. . L

This type of rehabilitation has economic value since it may release
the time of a caretaker who could then accept productive employment;
or it may release a hospital bed. The human values of such nonvoca-
tional rehabilitation are obvious. Rehabilitation puts “life into liv-
ing” for the chronically ill, to many of whom disability otherwise
means only a “living death.” o

Tt should be noted that this proposal would extend rehabilitation
services to a class of i1l and handicapped people for whom, by reason
of their lack of attachment to the labor force, H. R. 7225 offers nothing.

This recommended two-point program would, of course, require a
great increase in rehabilitation facilities and personnel. n_ the
other hand, the disability proposals of H. R. 7225 would necessitate
the recruiting and training of a veritable army of claims personnel
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to adjudicate, administer, and police the payment of cash benefits,
which at best would merely provide a subsistence to those who have
accepted a state of permanent disability.

I‘II(;W much better to spend the same amount of effort, manpower,
and money in developing rehabilitation services to prevent or mini-
mize the economic costs of chronic disease and disability.

Of course, there will be those for whom rehabilitation is unsuccess-
ful, only partially successful, or not feasible. For these, disability
assistance provides a more complete and individually adaptable
source of income than rigid formula benefits available only to those
having at least some attachment to the covered labor force.

Also, the rehabilitation act provides for payment of maintenance
benefits, where needed, during the rashabilitation process.

Furthermore, the referral of all applicants for disability assistance
through the rehabilitation service ‘would not only assure that everyone
is given a timely and proper evaluation as to his potential abilities,
but it would also provide a consistent basis for determination of
entitlement to disability assistance, where rehabilitation is not the
solution.

IN CONCLUSION

The problem of disability is a most serious and complicated one.
It requires much deeper study than has yet been given. We do know,
however, that through rehabilitation much has been accomplished,
and with increased leadership and support on the part of the Govern-
ment, much more can be done. We know from actual experience much
about the hazards of cash disability benefits but little about their
possible cost under a universal plan.

We therefore urge that the Nation follow the positive and construc-
tive course of further developing its rehabilitation facilities and avoid
the negative and dangerous course of entering into the unknown
field of cash disability benefits paid as a matter of right.

The Cramman. Thank you very much, Mr. Miller.

For the information of the committee, the Chair would like to
ask that this group prepare the following information: Take the
total number of those paying social security and give your estimate
of the percentage of those who will ask or will be available for perma-
nent disability at the age of 50.

Secondly, give the percentage, by number, of women, who will apply
for the 62 instead of 65 year provision.

And then give the same information for the disability at the age
of 40, and at the age of 30.

And then that same information for disability incurred any time,
because it follows it seems to me, that we cannot arbitrarily take an
age of 50. A 40- or 30-year-old man has as many family responsibili-
ties as one of 50 years of age.

I am asking that not to determine my position but information when
we come to consider the bill. Is that clear?

Mr. MiLLEr. Yes, sir.

Mr. Remy. We can get the complete request from the reporter.
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(The information referred to was subsequently received for the
record as follows:)
AMERICAN LiFE CONVENTION,
L1FE INSURANCE ASSOCIATION OF AMERICA,
Washington, D. C., March 5, 1956.
Hon. Harry F. BYRD,
United States Senate, Senute Office Building,
Washington, D. C.

DEAR SENATOR BYRD: You will recall that on February 14, following the testi-
mony of a panel of life insurance witnesses before the Senate Finance Commit-
tee on the pending social security amendments, you requested certain estimates.
Specifically, you asked for the proportion and number of persons who would
qualify for the proposed disability benefits commencing at age 50 ; for correspond-
ing infoimation if the qualifying age were reduced to 40, 30, or were eliminated ;
and for the proportion and namber of women who would receive benefits by
reason of the proposed reduction in the female retirement age from 65 to
62.

A group of experienced and well-qualified life insurance actuaries was called
on to prepare the requested estimates. The group was headed by John H. Miller,
vice president and actuary of the Monarch Life Insurance Co., one of the wit-
nesses who testified on February 14. The others in the group were Henry E.
Blagden, second vice president and associate actuary of the Prudential In-
surance Company of America; Manuel R. Cueto, actuary of the New York Life
Tnsurance Co.; William J. November, vice president and associate actuary of
the Equitable Life Assurance Society of the United States; and Mortimer
Spiegelman, associate statistician of the Metropolitan Life Insurance Co.

The memorandum prepared by this actuarial group is attached hereto. Their
conclusions are summarized at the outset.

If we can be of further help in any way, please call on us.

Respectfully yours,
AMERICAN LiFE CONVENTION,
CLARIS Apas, Executive Vice President and
General Counsel.
LIre INSURANCE ASSOCIATION OF AMERICA,
EuGENE M. THORE, General Counsel.

[Memorandum]

ESTIMATES OF SOCIAL SECURITY BENEFICIARIES UNDER CERTAIN POSSIBLE
AMENDMENTS

On February 14, 1956, Senator Harry E. Byrd, chairman of the Senate Com-
mittee on Finance, called on a panel of witnesses appearing before the committee
on behalf of the life insurance business to furnish certain estimates relating
to proposed social security amendments under consideration by the committee.
The undersigned were asked to prepare the estimates requested by Senator Byrd,
and this memorandum presents the material which has been developed.

ESTIMATES REQUESTED

The questions asked by Senator Byrd, in substance, were as follows:

1. Of those paying social security taxes, what proportion would apply and
qualify for the proposed disability benefits in H. R. 7225 payable beginning
at age 507 How many people would so apply and qualify?

2. What would the above figures be, if the benefits were made available

beginning at age 40? At age 30?7 Without regard to age?

3. How many women between the ages of 62 and 65 would draw benefits
by reason of the proposed reduction in the social security retirement age
for women to 62? What proportion is this of the number of persons of all
ages paying social security taxes?

For reasons mentioned subsequently, it was considered best to answer ques-
tions (1) and (2) above with respect to the year 1970 and question (3) above

with respect to the year 1980.
SUMMARY OF CONCLUSIONS

The material we have assembled and the considerations we have borne in
mind are presented later. The chief conclusions and implications stemming
from our work may first be summarized as follows:
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1. Estimating the probable number or proportion of persons who would qualify
for disability benefits under the OASI system is not possible within any reason-
able range of accuracy. .

2. However, an illustrative computation based on experience under the rail-
road retirement system, with certain adjustments, yields a figure of 1,600,000
persons aged 50 or more—but less than 65 for men and 62 for women—-—\jvh? would
draw OASI disability benefits in 1970. The number actual}y quapfymg for
disability benefits under the OASI system might be substantially higher than
railroad experience would suggest for reasons given later. .

3. The above figure of 1,600,000 represents about 2 percent of the estimated
number of persons who will be paying social security taxes in 1970.

4. According to the illustrative computation mentioned above, there would
be about a 16 percent increase in the number and proportion of persons who
would draw OASI disability benefits if the eligibility age were reduced from
50 to 40. The increase would be about 21 percent if the eligibility age were
reduced from 50 to 30. There would be no significant further increase if the
eligibility age were entirely eliminated. Consequently, if the eligibilty age
were 40, the illustrative figure for beneficiaries would be 1,860,000 or 2.3 percent
of the estimated number of social security taxpayers; and if the eligibility age
were 30 or below, the figure for beneficiaries would be about 1,940,000 and the per-
centage would be 2.4 .

5. Estimating the probable number of women between the ages of 62 and
65 who would draw OASI benefits in 1980, if the female retirement age were
reduced from 65 to 62, also involves imponderables that detract from the possi-
bility of arriving at accurate figures. However, a rough computation indicates
that the number would be nearly 2 million, or about 2 percent of the estimated
number of men and women of all ages who will pay social security taxes in 1980.

DISABILITY BENEFICIARIES

Each of the three actuaries—all highly qualified men—who has prepared dis-
ability forecasts for ihe Social Security Board or Administration has approached
the forecasting of beneficiaries and payments with extreme caution and each
has repeatedly emphasized the uncertainties surrounding the figures he offered.
It is of interest to review some of the past estimates and the precautions stated.

Review of past official forecasts

In Actuarial Study 19 (b) of January 1944, the then actuary of the Social
Security Board presented forecasts in which the estimated number of primary
disability beneficiaries in 1970 ranged from a low of 566,000 to a high of 2,070,000.
In presenting this wide range, the report states:

“The disability rates and termination frequencies which were used in develop-
ing results producing these illustrative ranges in costs are of course synthetic
and, to an extent, arbitrary. Except as a technical term, the results are not
‘expected costs.’” Even with the exact terms of a disability insurance program
known (including a specific definition of compensable disability), and with
some actual administrative experience gained thereunder, cost projections are
unreliable. With neither of these advantages present, cost figures are obviously
even more uncertain. Disability costs develop under an equation of ‘definition’,
‘administration’ and ‘current economy, besides under the more tangible factors
of benefit formula, average wage, insured status, number of dependents, ete.
Hence the ranges in costs are meant to be illustrative of reasonable swings in-
volving the uncertainty of all these elements, but they are not limiting boundaries
as to possible costs. Some persons will feel that costs of less than one-half of 1
percent of a payroll are absurdly small, others that results of nearly 214 percent
are unduly high ; perhaps they would both be right.

In Actuarial Study No. 22 of Aucust 1945, the low and high estimates on the
number of primary disability beneficiaries in 1970 varied from 905,000 to 3,640,
000. In commenting on these projections, the actuary stated in his report :

“Of all the demographic assumptions entering into actuarial cost work, those
concerning disability are probably the most upcertain—not even excepting the
rates of withdrawal from the labor force after the retirement age.”

Again in Actuarial Study No. 28 of February 1949, low and high and 1,897,000,
respectively, with the further qualifieation :

“It is conceivable that if there were not strict administrative practices, there
could be low termination rates combined with high incidence rates, which would
produce appreciably higher costs than shown here. Also in a period of severe
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depression if there were not adequate unemplqyment insurance and assistance
or work projects, there would tend to be higher disability costs than shown
here—especially if the secale of disability benefits were relatively high as com-
pared with other available benefits or assistance. On the other hand, extremely
low costs would develop if low incidence rates were combined with high termina-
tion rates, but this hardly seems a possible combination under any circum-
stances.”

The three sets of official forecasts, mentioned above, are not fully comparable
with one another because they relate to different proposals and they assume
different benefit provisions and different limitations as to coverage. The wide
range in estimates which have been made officially is nevertheless noteworthy.

No reasonably accurate disability forecasts possible

All the official OASI disability forecasts have been based, at least to some
extent, on disability rates derived from life insurance company experience, with
or without modifications based on the actuary’s judgment. In our opinion,
there is no reasonable assurance that rates based upon experience with insured
lives which were individually selected will be applicable to a disability pension
system for the general public.

Since we agree with the statement made by Chief Actuary Robert J. Myers
of the Social Security Administration in his testimony before the Senate Finance
Committee on January 25 that “there are no completely pertinent and valid
data” on which to base OASI disability forecasts, and because of the other
reasons brought out in the above quotations and in the testimony of the life
insurance witnesses before the Senate Finance Committee on February 14,
we do not feel that a forecast, in the usual sense of the term, can be made
within any reasonable range of accuracy.

An illustrative computation

Despite the above conclusion, we have made an illustrative computation to
give a benchmark and to indicate the extent to which the eligibility age for
OASI disability benefits might affect the number of beneficiaries. This com-
putation, made for 1970, used available data gathered, not from insurance
sources, but from a public program operating in this country—the railroad re-
tirement system. The figures resulting from the computation were cited earlier
in our summary of conclusions.

Our computation started with projections of population and of labor force
participation on a high employment basis, as published by the Bureau of the
Census. For the purpose of the illustration, males in the labor force were
arbitrarily assumed to undergo the rates of disability onset and termination
published in Railroad Retirement Board reports. Further, conforming to the
general experience that females have a higher disability onset rate than males,
for this computation the rates for females were arbitrarily taken as double
those for males: and the termination rates for females were taken as somewhat
lower than those for males. Since these steps in the computation were based
on labor force data, allowance was then made for those who would not have
insured status for the proposed OASI disability benefits. Eligibility for the
benefits was assumed to cease at age 62 for women and at age 65 for men. It
should be emphasized that any other set of arbitrary assumptions with regard
to disabhility, lacking “completely pertinent and valid data,” would necessarily
yield different results, the degree of divergence depending upon the assumptions.

The reasons for selecting 1970 were as follows: It is one of the years shown in
the official cost estimates given in the House report on H. R. 7225. It is near
enough to have meaning, and yet far enough off to represent a fairly close ap-
proach to a mature program. Also, 1970 is far enough off so that the present
disabled may be ignored, the great majority of whom would be over 65, dead, or
recovered by that time.

The reason for basing the illustrative computation upon railroad retirement
data was as that, like OASI, the railroad retirement system is administered by a
public agency and covers all persons within its purview on a compulsory basis.
However, as indicated in the summary of conclusions, we believe that disability
experience under the OASI program could reasonably be expected to be consid-
erably less favorable than under the railroad retirement system. The proportion
of covered workers qualifying for OASI disability benefits would be substantially
greater, we believe, but in unpredictable degree. Our reasons for this belief are

presented next.
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Reasons for less favorable disability experience in OASI than in railroad
retirement

Railroad employment covered by the railroad retirement system differs in i_m-
portant respects from the many types of casual and part-time employment in-
cluded within the purview of the OASI system. The same sort of imp(_)rt'ant
differences also exist with respect to the other systems, more or less similar
to railroad retirement, for which disability experience data also exist._ Among
these differences, which can have marked effects on cost, are the following:

1. Attitude.—The attitude of those who can obtain and retain employment
covered by a program such as railroad retirement is significantly different from
that of many itinerant and part-time workers connected with the OASI system.
Persons without the initiative and desire to be independent and self-supporting
can hardly remain in regular railroad employment, but many such people through
intermittent and casual work could retain an attachment to OASI sufficient to
qualify for the proposed disability benefits.

2. Preselection for employment.—Applicants for employment in the railroad in-
dustry, and in other areas of relatively stable employment, may be required to
undergo medical, character, and mental screening. Medical selection tends to
eliminate people with congenital or acquired disabilities or handicaps. Character
selection tends to eliminate those with shady reputations as well as criminals.
Mental selection tends to eliminate those with psychotic tendencies and many of
the psychoneurotics. Such categories of persons are not eliminated from cover-
age under OASI.

3. Continuing employment.—Stable types of employment usually involve a
continual screening process whereby employees who develop attitudes or habits
inimical to their employment are eliminated. Thus, a group of railroad employees
continues, to a considerable extent, to be a select group. Such is not the case with
many forms of itinerant employment and self-employment covered under OASI.
Moreover, steady income permits favorable and healthful living conditions with
adequate medical care. And similarly, in-plant medical services, often available
in stable employment, permit correction of minor injuries and detection of dis-
ease before serious consequences develop.

4. Recovery from disability.—A stable employer-employee relationship also has
beneficial effects after disability occurs. For one thing, employee health insur-
ance benefits—so frequently associated with stable employment—encourage
people to seek early and adequate medical care, which tends to shorten the
disability period. Again, malingering is minimized when the employment in-
volves definite duties at a specific place of work during regular hours, making it
easy to determine whether the individual is or is not actually at work.

5. Characteristics of irregular or itinerant employment.—\Where income is
irregular or uncertain, the occurrence of an injury or the onset of a disease often
invites retirement on disability benefits, if available, whereas persons with regu-
lar income and stable employment would not be so subject to such appeal. Again,
there would be serious problems concerning the many housewives not in the
regular labor force. By earning $50 in 2 quarters of each yvear—through baby-
sitting or any part-time employment—the housewife could obtain OASI insured
status over a period of time and, upon certification of disability, obtain at least
the minimum benefits.

Ezperience under disability assistance programs

Evidence of some of the difficulties in forecasting numbers of disabled persons
can be seen in the experience under the State disability assistance programs.
Currently, the number of persons receiving aid to the blind or disability assist-
ance, expressed as a proportion of the labor force, ranges in States which have
had both of these programs for at least 3 years from ahout 0.15 percent to 1.57
percent, with a median of 0.56 percent. These variations are relatively much
greater than those between the high and low estimates of disability mentioned
previously.

.Whi'le the admix}istration of the disability assistance programs involves deter-
mination of need, it seems certain that the underlying economic conditions which

create that need would also be felt in the administration of di i fi
provided under the OASI system. of disability benefits

RETIREMENT AND SURVIVORS’ BENEFITS FOR WOMEN AT AGE 62

Mr. Myers, in his testimony before the Senate Finance Committee on Januar,
25, stated that “the estimates for the near future are of a good degree of certaint§
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as to wives and widows, but not as to the number of workingwomen who will
retire or pe retired. This is even more the case as to the long-range estimates.”

Statistics published in the Social Security Bulletin and available census data
support the reasonableness of Mr. Myers’ estimates as to the number of wives
(300,000) and widows (200,000) age 62 to 64 who could be expected to receive
}E)[engit’sm(‘i)grmg the first year of operation of the new provisions proposed by

The number of women who would cease working to draw old-age benefits is
largely a matter of conjecture even though there is knowledge of retirement
rates under private plans as well as under governmental plans such as that for
Federal civil-service employees. Mr. Myers' estimate of 300,000 for this group
represents about 50 percent of the women workers aged 62 through 64 whom
we estimate would be eligible to apply for benefits.

One important element of future cost bears emphasis: Currently, there is
only a limited number of married women aged 62 through 64 who have had
sufficient attachment to the labor force during the existence of social security
to qualify for benefits in their own right. As the program matures, more and
more women will be able to qualify for benefits and draw such tax-free benefits
while their husbands remain fully employed and able to support them. Even if
the full-time employment of such women does not extend for 40 quarters, casual
work like babysitting and part-time employment in department stores will offer
the opportunity to complete the requisite number of quarters of coverage while the
individuals are not really a part of the labor force. It is true that this is possible
under the present law with a retirement age of 65, but reduction in the retirement
age for women would accentuate the problem materially.

The greater part of the effect of the maturing of the program upon the number
of women who have withdrawn from the labor force and remain eligible for
benefits in their own right will be felt by 1980. Accordingly, we have made an
estimate of the number of women aged 62 through 64 who would be drawing
benefits in 1980, if the age requirement were reduced from 65 to 62, taking into
account this problem of eligibility for benefits of women who may long before
have severed connection with the labor force.

Our estimate was based upon an assumption of high employment and a fur-
ther assumption that a reduction in the eligibility age for women under social
security would not result in employers accelerating the retirement of regular
women employees before age 65. However, many women covered under social
security in 1980 will be dayworkers or marginal employees who, with the present
work clause, could draw benefits with very little change in work habits and
with an increase in aggregate income. They would continue as social security
taxpayers. All of such women can be expected to apply for benefits at age 62.
Consequently, the use of early retirement factors based upon regular employ-
ment understates the proportion of workers drawing benefits and for that reason
our estimate may be low, even if our other assumptions are realized.

With these reservations, we estimate the number of women aged 62 through
64 who would be drawing OAST benefits in 1980 to be nearly 2 million as com-
pared with an estimated 32 million female social-security taxpayers (and nearly
twice as many male taxpayers) at that time, and estimated women beneficiaries
aged 65 or over of 9.5 million.

In this memorandum we have endeavored to answer the questions raised as
specifically as possible and to point out the reasons why completely specific esti-
mates of most probable results cannot be made. If further information is
desired, we will be glad to do what we can to supply it.

Jorx H. MILLER,
Vice president and actuary, Monarch Life Insurance Co.
HeNRY E. BLAGDEN,
Second vice president and associate actuary, the Prudential Insurance
Company of America.
MANUEL R. CUETO,
Actuary, New York Life Insurance Co.
Wirriam J. NOVEMBER,
Vice president and associate actuary, Equitable Life Assurance Society
of the United States.
MORTIMER SPIEGELMAN,
Associate Statistician, Metropolitan Life Insurance Qo.

The CHAIRMAN. Any questions?
Senator BargrLey. No.
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The Crairman. Does that complete your statement ?

Mr. Frrzgerarp. I have one final brief statement. .

My colleagues have mentioned specific reasons for believing that
the costs of H. R. 7225 may well exceed present estimates. Both major
proposals of the bill may be called “open end” amendments. For 20
years the OASI retirement age has been held at 65 and for a similar
time Congress has resisted proposals to add cash disability benefits to
the OASI system. To break new ground now with the proposed pro-
visions would open up a vast area for possible further liberalization of
the OASI program.

The final thought—or question—I would like to present briefly is
along a somewhat different line. Might not the future burdensome-
ness of a further-expanded OASI system detract from the future pro-
ductiveness of the American economy, on which all our economic secur-
ity basically rests?

What would such an expanded system do to work incentives? To
investment incentives? To funds available for investment in our
economy from life-insurance companies, private pension plans, and
other sources ?

Frankly, I am not sure of the answers to these questions nor—1I can
safely assert—is anyone else. American economists have simply not
studied them, at least not to any considerable extent nor in any system-
atic way. There have, however, been some competent—and rather
ominous—studies made of social-security economics abroad. And we
have referred to this this morning.

We in the life-insurance business are very conscious of the lack of
real knowledge about the long-range economic implications of our
expanding social-security structure. We want to do something about
it. ‘

As one step, the Life Insurance Association of America has made a
grant to the National Bureau of Economic Research for a preliminary
or exploratory study of research needs in the general field. The re-
port of the national bureau on its exploratory study should be avail-
able in the near future.

Thereupon, we intend to digest the findings and, guided by them, to
finance or aid in financing a broad study that would seek to fill in the
chief gaps in knowledge about the economic impact of social security.

For such a study to be of maximum value, we recognize it would
have to be made by a skilled staff working under independent, impar-
tialdauspices. We are not interested in any but a completely objective
study.

Until more knowledge regarding the future impact of our social-
security system on the American economy is available we hope the
Congress will not enact costly expansions of the system, such as those
provided for in H. R. 7225.

_We thank the committee for the opportunity of presenting our
views. We will be glad to answer any questions that we can or to file
any supplementary material you may wish.

The CHARMAN. I have just one further question. Does this group
consider the present social-security system as actuarially sound ¢

Mr. Frrzeerarp. We will refer to our actuarial friends on that.

%‘Ihe SHAIRMAIN.thll(ilch is the main one?

r. Creuss. 1 should guess so. I certainly have no criticis i
method of financing. g v m of its
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Senator Barerey. Is that just a guess?

Mr. Creuss. If you are talking about it as an insurance scheme with
full reserves for past services, of course, it is not that. I think the
present method is a pretty sound one.

The Cuarryan. The reserve here is the trust fund.

Mr. Creuss. The trust fund is a working balance. At least, that is
the way I look at it.

The CrarrMaN. A pretty big working balance.

Mr. Creuss. I understand that.

Sen;xtor Barkiey. You think substantially it is sound as it now
exists?

Mr. Creuss. I think we are financing social-security benefits in the
proper way.

The Crarrman. If the system is liberalized as we now propose to
do, would it be sound then ¢

Mr. Creuss. The tax rate will have to go up, Senator.

The CHarMAN. As long as you put the tax rate up sufficiently to
pay the current expenditures, I assume that it is sound.

Mr. Creuss. That is the only way to finance social-security pay-
ments.

The Cuamman. Under this bill the tax rate in 1957 will be 6.75
percent. Do you regard that as being actuarially sound?

Mr. Creuss. Now, that is another matter. You have read how that
was arrived at. Mr. Myers, of the Social Security Administration—
the actuary of that Administration-—made a high-cost and a lost-cost
estimate. They are all outlined in the material.

And under the high-cost estimate in 1990, assuming that tax rates
go up as scheduled, the trust fund is all gone. And there is some

eficit in 1990 or 1995.

However, under the low cost estimate that trust fund will have
increased to something well over $200 billion.

I don’t criticize this method. I merely say how it is done. The
intermediate cost estimate is the figure just exactly halfway between
those two extremes.

I think Mr. Myers did a rather skillful job in analyzing this, but
the cost estimate is just about as indefinite as anything could be, sir.
I do not know whether Mr. Miller wants to add anything to that or not.

Mr. Micrer. I might mention, following Mr. Creuss’ remark, that
on the high cost estimate which is considered to be well within the
range of possibilities or even probabilities, the level premium cost is
9.88 percent, which would indicate that the ultimate proposed tax
would not be enough. ) o .

However, we do not feel that we can consider this just as an actuarial
problem because in anything of this magnitude there are the economic
consequences which this study that Mr. Fitzgerald mentioned are
concerned with. . )

Whether this farmer in 1975 is going to respond properly to the
$283 tax or the small-shop keeper or self-employed mechanic who will
be in that same position, is one of the problems.

So the social acceptance of it, and also the economic consequences of
so much money being taken out of current earnings of the working
population, is more than just an actuarial proposition of seeing
whether this column balances with the other column.
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The CuairmaN. These estimates are all made, of course, on the
benefits paid under the existing law.

Mr. Miier. Yes. .

hThe Cuamman. With no allowance made nor any liberalization of
the law.

Mr. Creuss. Any liberalizations? Those contemplated in this bill.

The CrarryaN. One percent tax.

Mr. Creuss. Yes, sir.

The Cuarman. Do you think that tax would be adequate to finance
these particular liberafi’zations throughout the year?

Mr. Creuss. I think it is likely to %e within the high and low cost
estimates.

Mr, Frrzeerarp, Probably, near the high.

The Cramrman. Have you made any studies to indicate when the
trust fund will cease to increase; in other words, when we will pay
out as much as we take in ¢

Mr. Creuss. No, sir.

Mr. Firzceraip. I believe that is also in Mr. Myer’s testimony,
possibly 1958 or 1960.

The CramMaN. I have tried to get two sets of estimates here.

Any questions?

Senator Barrrey, No, sir.

The CramrMan. Thank you very much, gentlemen.

The next witness is Mr. John W. Joanis, Bureau of Accident and
Health Underwriters and Health and Accident Underwriters Con-
ference.

STATEMENT OF JOHN W. JOANIS, SECRETARY AND GENERAL
COUNSEL, HARDWARE MUTUAL CASUALTY €O. OF STEVENS
POINT, WIS.

Mr. Joanis. I am John W. Joanis, secretary and general counsel of
the Hardware Mutual Casualty Co. of Stevens Point, Wis. 1 am
appearing on behalf of the Bureau of Accident and Health Under-
writers, and the Health and Accident Underwriters Conference, two
trade associations whose combined membership of 264 insurance com-
panies write approximately 85 percent of the accident and sickness in-
surance in the United States.

My statement will be primarily concerned with the provisions of
H. R. 7225 which have to do with disability benefits. “However, as
employers we would like to register our opposition to the reduction to
age 62 as the qualifying age for benefits for women.

As employers of large numbers of women, our companies are im-
pressed with the need of encouraging women employees to remain on
in employment for a longer period of years rather than to encourage
earlier retirement.

The fact is that a number of companies which have had a compul-
sory retirement for women at age 60 have found it advisable and neces-
sary to extend that age to 65. We feel that although the reduction to
age 62 or some figure below 62, which would undoubtedly be the next
step once the line is broken, would have a significant effect in bringing
about early retirement even though retirement would not be com-
pulsory.
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Protection against loss of income because of disability is the oldest
pyse of coverage in the accident and sickness field. The insurance
industry has written this coverage for over half a century and at the
present time covers over 29 million people.

In addition to the 29 million covered directly by insurance company
plans, it is estimated that close to another 10 million persons are cov-
ered in the form of paid sick leave, other than insured, in civilian, Gov-
ernment service, private industry, union-administered plans, and em-
ployee-benefits associations.

In 1954, over $540 million were paid in loss of income benefits. In
addition to these cash payments many employees are, of course, pro-
tected by wage continuation not reflected in this figure.

This estimate of the extent of coverage in this field is based on a
report made by the Health Insurance Council in its most recent release
(én the” “Extent of Voluntary Insurance Coverage in the United

tates.

During this half century of writing disability coverage, the com-
panies have learned to have a great respect for the problems in dis-
ability insurance. As the result of this respect, few companies issue
long continued disability-income insurance.

Although the companies have seen fit to lengthen the duration of
benefits they have done so with great caution. The bulk of the com-
panies write contracts with disability provisions up to 2 years. Com-

aratively few companies write lifetime benefits—however, such bene-
,Ets are available.

The underwriting required in the writing of even 2-year benefits
is extensive, and the amount of the benefits provided is usually quite
restricted. As I indicate later, to write the coverage without restric-
tions as to whom you cover, as would be the case under H. R. 7225,
merely aggravates the problem.

The principal problem faced by the companies is the difficulty in
the definition of “disability.” No matter how carefully you word
the definition, it is subject to interpretation, stresses and strains that
result in extensive distortion of the anticipated actuarial results.

It is soon learned that disability is a subjective thing fraught with
emotion and sympathy. It is also quickly learned that disability has
to be considered on an individual case basis. One individual with a
physical impairment has the mental ability and stamina to overcome
the impairment and to remain a self-supporter. Another individual
with the same impairment is unable to, or chooses not to, overcome the
handicap and is “disabled.” )

The economic situation has much to do with the number of persons
disabled. Persons with an extensive physical handicap may find it
relatively easy to find employment during times of full employment
such as we are enjoying at the moment.

When, however, we have a period of slack employment, the person
with the same handicap finds it difficult to obtain employment and
because of the economic situation alone becomes so-called disabled.

A large number of people with physical impairments who become
unemployed suddenly find that it is to their economic advantage to be
“disabled” rather than just unemployed.

A review of the court cases on interpretation of insurance contracts
in this area indicates quite clearly a trend toward liberal interpreta-
tion far beyond that ever anticipated by those drawing the insurance
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contract. The courts have seen fit over the years to be “guided by
reason” as they put it in interpreting the policy language. .

As an illustration let’s take a brief look at policy language which
requires that benefits are to be paid only in the case of “total and
permanent disability.” These words seem clear and concise when
considered in the abstract and this interpretation was given to them
in the famous case of Ginell v. Prudential Insurance Company, 237
New York 554, 143 NE. 740 (1923). .

In this case it was decided that the word “permanent” as used in the
phrase “total and permanent disability” had to be given its usual dic-
tionary meaning and that the insured had to show that his injury or
disease was completely permanent and lasting throughout life in order
to recover.

It is interesting to follow the language of the cases as they move
away from the position in the Ginell case and decide that the term
“permanent” when applied to disability can be established by showing
only that the injury or disease was not merely a passing one, but was
such as would 1n all probability continue for a lon% and indefinite
period of time—“that is to say that it was presumably permanent.”
(National Life Insurance Company v. W hite, 38 A. 2d 663 (1944)).

The National Life Insurance Co. case, following the above line of
reasoning, required payment of benefits to an individual who had
suffered a heart attack even though the individual returned to work
within 8 months after the attack and even though the policy language
was of the strictest variety requiring total and permanent disability,
97 ALR 126 discusses this trend on the part of courts to liberalize the
normally accepted meaning of the word.

Obviously, the companies have seen fit to provide a coverage for
temporary disability and disabilities of different types such as dis-
abling as to specific occupations and the like. This has been done
through a change in policy language ; however, even the most restric-
tive language has not been a protection against extensive broadening
through interpretation.

The bill as presently drafted defines the term “disability” as—
inability to engage in any substantial gainful activity by reason of any medically
determinable physical or mental impairment which can be expected to result
in death or to be of long-continued and indefinite duration.

It will be interesting to see how these words even if left unchanged
are Interpreted 5 to 10 years from now. I am not suggesting a change
in the definition of “disability.” I merely point out that no matter
how defined, it will take on new meaning as it is applied to the indi-
vidual cases. This new meaning becomes particularly significant
when you look at cost figures and projected cost estimates.

The point I make is that even though you have, in all sincerit y
drafted a tight definition of “disability” and have been able to admin.-
1ster 1t on a very close basis over the past several months as has been
done under the “freeze,” and on a controlled basis under the assistance
provisions applying to total and permanent disability, such definition
1s subject to coming apart at the seams in times of economic stress
and through court and administrative interpretations.

. So far we have been speaking of liberalizations brought about by
interpretation and economic pressures rather than legislation. In
addition to these changes, there will unquestionably be extensive
politieal pressure to reduce the age below age 50 or remove it entirely.
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To say that a person who has a complete and true disability should
recelve a retirement payment at age 50 whereas one at 45 should not,
will make little sense to the general public. Once the line is broken
and cash payments are to be made for disability without a means test,
there is little logic in applying the benefit to any specific age group
and denying it to another age group. Although our people think of
retirement benefits in terms of reaching a specific chronological age,
they do not think in terms of disability benefits being payable to a
person of any specified age group.

How long will the system exclude dependents’ benefits if it provides
disability benefits at all?

‘We could name many other liberalizations that will be suggested,
but see no point beyond mentioning that with the combination of
interpretive liberalizations plus legislative liberalizations the pro-
jected cost figures must be looked at rather cautiously.

With all the admiration and respect we have for Mr. Robert
Meyers, Chief Actuary for Social Security, we feel that his cost figures
may well prove to be very low. He must necessarily have based his
estimates on the law as drafted and presently understood and not as
to its cost after it has been subjectdd to the many changes we have
discussed.

A disability coverage, being subjective in nature, becomes even more
difficult to handle when it is part of a total Government program than
it 3s when underwritten by private industry where selective under-
writing attempts to avoid providing coverage for those who would
just as soon be encouraged to get out of the labor market.

Operating in a political atmosphere and taking all comers must
necessarily result in encouraging a marginal group of employees to
take advantage of a physical impairment rather than to attempt to
overcome it and work in spite of it.

One of the primary underwriting principles of an insurance com-
pany is to avoid to the greatest extent possible the removal of the
economic incentive to return to active employment.

In addition, we find it necessary to provide such coverage, to the
extent possible, only to those who have 1ni_tlally a strong des;re. to
continue in employment. These elements will be completely missing
in the program to be provided by H. R. 7225, since the Federal Gov-
ernment will be doing no underwriting whatsoever.

It appears to us that there are two basic problems that have to be
faced in the case of the total and permanently disabled individual.
One is to avoid his being destitute; the other 1s to aid him in over-
coming his handicap to the greatest extent possible. )

The present Federal-State system of providing support for the dis-
abled on a needs basis is the best system that can be devised for han-
dling the first problem. It may be considered unfortunate that we
have to put economic and sociological pressure on an individual in
order to attempt to encourage the individual to avoid financial assist-
ance of this type, but we are not aware of any‘other system that has
been devised which accomplishes this purpose with the largest possible

eople.
nui!j]_’b:vlc‘a (;fggee It)hat our objective is to keep as many of our people as
possible self-supporting, the providing of a direct cash payment as a
matter of right will work against the economic drive necessary to
keep our labor force at its maximum.

73192—356—pt. 2——4
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The second problem we mentioned—that of aiding the i_nleldual
to overcome his handicap to the greatest extent possible—is an area
in which the Federal Government can take a positive approach to the
disability problem. .

There can be little question but that the correct approach here is
rehabilitation. This is an area for Federal Government activity if
properly limited and handled. The present rehabilitation program
should be further activated on its own and not promoted as a byproduct
by those who want social security disability benefits. )

The rehabilitation program, which has as its objective returning
people to active employment, should not be confused with, and sub-
jected to, a system which has as its basic purpose the payment of cash
to those who are, through general understanding, expected to remain
out of active employment., ) )

Our position could be summed up as being an expression of deep
concern in having the Government embark on a system of cash pay-
ments as a matter of right in an area as subjective as disability and to
tie this into the social security system which is a retirement program,
the qualifications for which can be determined objectively.

We are concerned with the constant efforts being made to encourage
people to be disabled rather than the more positive program of en-
couraging people to be well, to help themselves, and to aid in the con-
tinued growth of our dynamic society.

The CaamrmaN. Thank you very much, Mr. Joanis.

Any questions?

Senator BARgLEY. No.

The CHarMaN. The next witness is Mr. Albert C. Adams, chair-
man of the committee on social security of the National Association of
Life Underwriters.

STATEMENT OF ALBERT C. ADAMS, CHAIRMAN OF COMMITTEE ON
SOCIAL SECURITY OF THE NATIONAL ASSOCIATION OF LIFE
UNDERWRITERS

Mr. Apams. My name is Albert C. Adams. I am appearing before
your committee today in my capacity as chairman of the committee on
social security of the National Association of Life Underwriters, a
trade association representing a nationwide membership of over 62,000
life-insurance agents.

In order to conserve the time of your committee, let me say at the
outset that my assvciation agrees wholeheartedly with the views that
the witnesses for the American Life Convention and the Life Insur-
ance Association of America have so ably and forcefully expressed to
you in opposition to those provisions of H. R. 7225 which would lower
the eligibility age of female OAST beneficiaries and provide for the
pétyme;lot of cash benefits to totally and permanently disabled workers
atage 50,

To substantiate this statement, I am filing with you an excerpt from
the report that my association’s committee on social security made at
the time of our 1955 annual convention in St. Louis, Mo., last August,
concerning the pending bill.

This report was unanimously approved by both our national council
and qu;'_board of trustees and, thus, reflects the official position of the
association.
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I should now like to make a few additional brief remarks regarding
this bill.

EXTENSION OF COVERAGE TO CERTAIN SELF-EMPLOYED AND
EMPLOYEE GROUPS

‘We recommend that your committee approve the extension of OASI
coverage to the self-employed and employee groups specified in H. R.
7225. It has long been our position that, with certain exceptions not
here pertinent, ﬁxe OASI program, or any other type of Federal
welfare program which depends upon the compulsion of taxation for
its financing and which requires the use of general revenues to aid
in its support, should be applied to all gainfully employed taxpayers.
The fairness of this position needs no demonstration. It is strictly in
line with democratic principles.

LOWER ELIGIBILITY AGE FOR WOMEN BENEFICIARIES

As I have already indicated, we oppose the proposal to lower the
eligibility age of women OASI beneficiaries. This proposal would
add substantially to the cost of the program.

Moreover, as applied to working women, it is in direct conflict with
the continuing trend toward everincreasing longevity and the result-
ing practices of employers to increase the retirement age of both male
and female workers.

With respect to the wives of retired male workers, the argument
is often made that the present eligibility age works a hardship by
reason of the fact that, on the average, they are several years younger
than their husbands and that, consequently, a married couple fre-
quently has only the husband’s benefits on which to live during the
interval until the wife reaches age 65.

Obviously, however, reduction of the eligibility age of women to
62 would help only in cases where the age differential between a man
and his wife 1s 3 years or less. Thus, the proposal contained in H. R.
7225 would not effectively solve the problem at which it is directed.

We believe that there may be a much better, and certainly less
costly, way to accomplish the same objective, and while I cannot
now present it to you as an actual recommendation of my association,
I do commend it to you for your thoughtful consideration.

Essentially this proposal would permit any male beneficiary whose
wife is younger than age 65 to elect to receive a reduced joint and
survivor income which would be the actuarial equivalent of the amount
that would otherwise be payable to them when the wife reaches age 65.

For example, in the case of a man age 65 entitled to the present
maximum benefit, with a wife age 62, he could elect an immediate
income of $148.50 a month during the lifetime of both, with payments
of $99 monthly being continued to him for life if he shoulg survive
his wife and $74.30 monthly being paid to her if she should be the
survivor. ) . .

Incidentally, the same election to receive a reduced income would
also be made available to widows of deceased workers at any age.
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PAYMENT OF BENEFITS TO DISABLED WORKERS

‘While realizing the plight of many families which results from the
disability of the wage earner, we feel that we must necessarily oppose
the provisions of H. R. 7225 calling for the payment of cash benefits
to totally and permanently disabled workers. .

Our opposition is based not only upon the large cost that this pro-
posal would add to the OASI program but also upon our firm belief
that it would create many other serious problems, some of which are
covered in our attached committee report and have also been described
by the witnesses for the American Life Convention and the Life Insur-
ance Association of America.

We should like particularly to emphasize our support of the position
taken by the ALC-LTAA witnesses that the best, most feasible, and
least costly way of solving the problems of disabled workers is through
the type of Federal-State rehabilitation program that they have out-
lined to you.

THOROUGH STUDY OF FEDERAL WELFARE PROGRAMS NEEDED

We feel strongly that too little concern has been shown in the past
by Congress, the administration, or the public over the possible ad-
verse long-range economic consequences that may result from the
liberalizations contained in H. R. 7225, as well as those voted in the
past, notably in 1950, 1952, and 1954.

As a matter of fact, no one really knows what these consequences
will be. About all that we do know is that whatever they may be,
they will have to be borne, for the most part, by future generations
of taxpayers.

This lack of knowledge was nowhere better evidenced than in the
cost estimates prepared by the actuaries of the Department of Health,
Education, and Welfare in connection with H. R. 7225 when it was
before the House Ways and Means Committee last year.

According to the low-cost estimates developed by these experts, the
so-called OASI trust fund would build up to $482.5 billion in the
years ahead. On the other hand, their high-cost estimates pointed to
the eventual extinction of any trust fund and an ultimate annual cost
of $33.5 billion, or 13.34 percent of covered payroll, rather than the
maximum combined employer-employee tax rate of 9 percent provided
for in the bill.

Moreover, even these widely divergent estimates were based upon
the favorable, but highly uncertain, assumptions that employment
would continue at the existing high level and that there would be no
further liberalizations of the program.

Accordingly, we respectfully urge that your committee reject all of
the provisions contained in H. R. 7225, except those calling for the
proposed broadening of coverage, pending a comprehensive and ob-
Jective study of the OASI and related Federal welfare programs.

Such a study should embrace, but need not be limited to, the types
and levels of benefits to be provided by these programs, their cost and
their ultimate impact upon the national economy in general and upon
private insurance, pension, and savings programs in particular.,

In closing, I want to express to your committee both my own thanks
and those of my association for giving us this opportunity to present
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our views with respect to H. R. 7225. I sincerely hope that you will
find this statement and the attached report helpful to you in your
appraisal of the bill.

The CHaRMAN. Thank you very much, Mr. Adams. The excerpt
will be inserted in the record.

Mr. Apams. Thank you.

(The excerpt from 1955 annual report is as follows:)

ExcERPT FROM 1955 ANNUAL REPORT MADE BY COMMITTEE ON SOCIAL SECURITY OF
THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS TO NALU’s NATIONAL
CouNcIL AND BoaRD oF TRUSTEES CONCERNING H. R. 7225

PRINCIPAL PROVISIONS OF H. R. 7225

For the information of the National Council and the board of trustees, H. R.
7225 would once again “liberalize” the old-age and survivors insurance pro-
gram by—

(1) Providing for the payment of regular retirement benefits to workers 50
years of age or older who are totally and permanently disabled ;

(2) Lowering from 65 to 62 the age at which female workers, wives of retired
insured workers and widows and dependent mothers of deceased insured workers
become entitled to OASI benefits :

(2) Continuing monthly benefits to children who become totally and perma-
nently disabled before age 18, as well as to the mothers of such children;

(4) Extending coverage to all self-employed professional groups (except doc-
tors) and to certain other relatively small groups who are presently excluded;
and

(5) Raising the social security employer-employee tax rate, effective January
1, 1956, by 1 percent (i. e., one-half of 1 percent each on employer and employee)
over the rates called for by existing schedules. The self-employed, of course,
would pay an additional three-fourths of 1 percent. In turn, this would mean
that the ultimate maximum scheduled tax rates, for 1975 and thereafter, would
be 9 percent (instead of 8 percent) for employers and employees, and 634 percent
(instead of 6 percent) for the self-employed.

RECOMMENDED POSITION ON H. RBR. 7225

I. Provisions of H. R. 7228 meriting NALU 8 support

We believe that NALU should endorse and support the following provisions
of H. R. 7225

(1) Extension of OASI coverage to lawyers, dentists, and others specified in
the bill. (This is in accordance with NALU’s long-standing policy that, gen-
erally speaking, all gainfully-employed persons should have such coverage.)

(2) Proposed increase in OASI tax rates if and only if the provisions of the
bill (discussed below) to which we are opposed are enacted into law.

II. Provisions of H. R. 7225 that NALU should oppose

‘We very strongly urge that NALU oppose those provisions of H. R. 7225 which
would (1) lower the eligibility age of women to receive benefits and (2) provide
for the payment of cash benefits to totally and permanently disabled workers
commencing at age 50, to totaly and permanently disabled children past the age
of 18 and to the mothers of such children. We shall briefly discuss our reasons
for recommending such opposition in terms of (1) general considerations, (2) cost
factors, and (3) industry interest.

A. General considerations

(1) Lowering eligibility age for women.—In discussing this feature of the bill,
it seems to us that we must differentiate between insured women workers, on the
one hand, and the wives and widows of retired and deceased insured male
workers, on the other.

So far as insured female workers are concerned, we see absolutely no justi-
fication for reducing their eligibility age to 62. In the first place, such a move
would be at a complete variance with the tremendous progress that has been
made in this country toward improving the health and longevity of all workers
and, thus, their useful working lives. In the second place, it would undoubtedly
cause the reversal of the growing trend among employers to keep female workers
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on the job until age 65 and result in the enforced retirement of such workers at
the earlier age of 62, despite the fact that they might wish to remain at work
and be perfectly capable of continuing to work. Finally, there seems to be little
reason to doubt that if the retirement age of female workers were lowered to
age 62, the next step would inevitably be to lower the retirement age of male
workers as well. Such a result, we believe, would not be in the best interests
of either the workers themselves or the productive economy of the country.

Insofar as lowering the eligibility age of the wives of retired workers and the
widows of deceased workers is concerned, we conceivably might agree that some
social justification could be shown for such a proposal if we could be sure that it
did not represent simply another mincing step so characteristic of the process
that is aptly described as “creeping socialism.” On the contrary, however, we
are morally certain that this proposal would be just such a step. We think that
no great vision is required to foresee that once the eligibility age of wives and
widows was reduced to 62, there would be unrelenting pressures (fully “docu-
mented” by “hardship” cases) for further age reductions and ultimately, we
believe, for the complete elimination of the so-called ‘black-out period.” Ta
repeat, therefore, we feel that NALU should very definitely oppose any reduction
whatsoever in the eligibility age of wives and widows of insured workers.

(2) Cash disability benefits.—NALU has traditionally opposed the inclusion
of cash disability benefits in the AOSI program on the ground that the program
was, and properly should be, intended only to provide benefits for retired workers
and the surviving dependents of deceased workers and that the taxes exacted
to support such benefits should not be diverted for other purposes. Our asso-
ciation has also long been convinced that the question of whether or not an
individual is “totally and permanently disabled” is becoming more and more
a matter of subjective, rather than objective, determination. Therefore, we
have consistently recommended that any Government program dealing with the
problem should be devoted to the rehabilitation of disabled workers, with the
view of returning them to useful, productive lives, rather than to the payment
of cash benefits that would, in our opinion, tend to discourage and delay such
rehabilitation. Furthermore, our committee feels that the payment of such
cash benefits would actually encourage widespread malingering, especially in
periods of low employment, which, of course, would make the program tremend-
ously costly.

We are completely mindful of the fact that the disability benefits proposed by
H. R. 7225 for covered workers would be paid only to those workers 50 years of
age and older. Even if we were otherwise in agreement with this limited pro-
posal as such, we would still recommend opposition to it on the ground that it
represents another of those “mincing steps” down the road toward welfare
statism. Obviously, if the Federal Government is going to pay cash benefits to
totally and permanently disabled workers commencing at age 50, it cannot long
justify withholding such benefits from younger disabled workers. Indeed, it
would seem to us at least arguable that the latter groups, on the whole, have a
greater need for cash disability benefits than the 50-and-over group, since they
are much more likely to have dependent children for whom they must provide.

In recommending that NALU also oppose the proposal to pay benefits to disabled
children past the age of 18 and to the mothers of such children, we trust that no
one will think us indifferent to the needs of these individuals. However, as the
Ways and Means Committee pointed out in its report on H. R. 7225, the number
of such cases would be negligible and, in our opinion, can be better taken care
of at State and local levels. Thus, we feel that there is no need for an expansion
of the OASI program in this direction. We further feel that any such expansion
would simply represent amother “foot-in-the-door” approach by the Federal
Government to an ultimate general disability benefit program.

B. Cost factors

The Department of Health, Education and Welfare has estimated that the
payment of benefits to women at age 62 and the payment of benefits to totally
and permanently disabled workers at age 50 would result in increasing the
average annual cost of the OASI program by $2 billion. However, as large as
the above figure is, it is only when one stops to look at the over-all OASI picture
Ihat he can possibly realize the staggering ultimate cost of this Government
argesse.

Under H. R. 7225, the scheduled employer-employee tax ra >
creased in 1975 to 9 percent (shared equally by ergplf)yers and ttgsi:v :&lli)(}oggeg
and the tax rate on self-employed individuals would then become 634 percent:
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Keeping these rates in mind, let us now take the example (cited in the minority
report filed by various Republican members of the House Ways and Means Com-
mittee in connection with H. R. 7225) of a farmer with net income of $4,200 from
self-employment in 1975. Assuming that he has a wife and two children and uses
the standard deduction, his Federal income tax (at present rates) will be $276.
On the other hand his social-security tax will be $283.50. Thus his social security
tax, taken as a percentage of net taxable income, will be in excess of 20 percent.
If he had three children, his income tax would be only $156, but his social-
security tax would, of course, still amount to $283.50. In such case, his social-
security tax would be the equivalent of a net income tax of 36 percent. As cor-
rectly observed in the above-mentioned minority report, this would be an ordinary
case and not at all an unusual one.

We should like to emphasize that the foregoing example is based only on the
ultimate tax rate that is scheduled in H. R. 7225 for the year 1975 and thereafter.
Looking beyond that year to the year 2020, the poor farmer—or perhaps we
should say his poor son or grandson-—might well be in much worse shape. Ac-
cording to the estimates cited in the Ways and Means Committee’s report on
H. R. 7225, the total annual cost of the OASI program (including the additional
benefits provided by H. R. 7225) may run as high as 13.34 percent of taxable pay-
roll, or $33.5 billion, in 2020. Thus, the social-security tax on the self-employed
farmer would then be in the neighborhood of 10 percent of his $4,200 of net
earnings—or $420. Translated into terms of his Federal income tax (at present
rates), this $420 would be the equivalent of a net income tax of more than 30
percent, if he had a wife and two children, and of almost 54 percent, if he had
a wife and three children!

As shocking as the foregoing examples may seem it must be remembered that
even they are based upon the following two assumptions: (1) that employment
in this country will continue at or near the present high-level rate and (2)
that, there will be no further liberalization of the OASI program beyond that
provided by H. R. 7225. Any material change in either of these assumptions
would, of course, tend to increase the cost of the program substantially. We are
particularly fearful that the second assumption would prove to be completely
invalid if H. R. 7225 were enacted, for, as we have already pointed out in this
report, the amendments that it would make with respect to the eligibility age
for women and the payment of cash disability benefits would undoubtedly gene-
rate irresistible pressures for further and more costly amendments in these two

areas.

C. Industry interest in H. R. 7225

As we see it, the life-insurance industry has a vital and valid self-interest in
opposing the objectionable provisions of H. R. 7225 discussed above not only
because they would, in and of themselves, represent a further encroachment by
the Federal Government upon markets that can and should be served by private
enterprise, but also because they would inevitably lead to other and more serious
encroachments upon such markets.

Every “liberalization” of the OASI program (such as those contained in H. R.
7225) serves, in our opinion, to aggravate the dilemma in which our business
finds itself. In the first place, each such liberalization tends to lessen the need
for people to make voluntary provision for the economic well-being of themselves
and their dependents through life insurance and other forms of private savings
and investment. Equally important, each additional dollar in taxes that they
are compelled to pay to support the constantly increasing costs of the program
necessarily reduces their ability to make such voluntary provision.

In our view, the experience of the French people furnishes cogent evidence of
the validity of the foregoing conclusions. According to an editorial that ap-
peared in the Philadelphia Bulletin last July, the average monthly pay (in terms
of real wages) for workers in the Paris region had increased from 37,300 francs
in 1930 to 48,900 francs at the present time—an increase of almost 30 percent.
However, whereas the Government took only 4,300 francs from the worker in
taxes in 1930, its take now amounts to 15,600 francs—largely earmarked for
increased social benefits. Thus, despite his 30 percent increase in real wages
since 1930, the French worker winds up with almost exactly the same take-
home pay as he had 25 years ago; and as the editorial concluded, “he may have
an uneasy feeling that he isn’t getting anywhere.”

At the same time, we also find that the French worker has ceased buying life
insurance to any significant extent. In January 1955, the Institute of Life
Insurance reported that the ratio of life insurance in force to national income in
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1954 was only 12 percent in France, as compared with the ratio of 100 percent
in this country. .

In our judgment, therefore, there is a strong likelihood that the level of “social
benefits” in France and the tax burden necessary to finance these benefits have
grown to such an extent as to deprive the French worker almost completely of
both his willingness and his ability to take care of himself and his family. It
is our conviction that repeated, costly liberalizations of our own country’s OASI
program must inevitably produce the same unhappy “Utopia” in the United
States—for both the American people and the life-insurance business.

Such a result was forecast about 10 years ago when the Social Security Board,
in an official publication entitled Common Human Needs (which we understand
was later suppressed), made the following remarkable and significant statement:

“Social security and public-assistance programs are a basic essential for at-
tainment of the socialized state envisioned in democratic ideology, a way of
life which so far has been realized only in slight measure.” .

It would seem that many of our lawmakers in Washington have dedicated
themselves to the implementation of this socialistic philosophy and are de-
termined to forge the OASI program into a compulsory system of cradle-to-grave
benefits so comprehensive and costly that the citizens of this country will find
it both unnecessary and financially impossible to fend for themselves. If it
happened in France, let us in the life insurance business not delude ourselves
into believing that it cannot happen here.

CONCLUDING REMARKS

As indicated earlier in this report, it is our recommendation that NALU have
a witness testify before the Senate Finance Committee along the lines discussed
herein when that committee holds hearings on H. R. 7225 next year. We particu-
larly urge that emphasis be placed upon the tremendous costs involved in the
financing of the OASI program, for we seriously doubt that this aspect of the
program has received anything like the consideration that it merits from our
lawmakers in the past.

We also recommend that NALU continue and intensify its efforts to educate
the public concerning the true nature and purpose of the OASI program. We
still adhere firmly to the belief that unless the voters of this country are made
to face up to the facts of life about the program and, especially, the terrific
financial burden that it threatens to impose upon future generations, they will
some day find that they have been led down the primrose path to disillusionment,

The CaamumaN. The next witness is Mr. E. H. O’Connor, Insurance
Economics Society of America.

STATEMENT OF EDWARD H. 0’CONNOR, MANAGING DIRECTOR,
INSURANCE ECONOMICS SOCIETY OF AMERICA

Mr. O’Connor. I would like to ask the privilege of filing my full
statement for the record.

The Cmamman. Without objection your full satement will be
inserted in the record.

(The prepared statement of Mr. O’Connor is as follows:)

STATEMENT OF EpwARD H. O’CoNNOR, MANAGING DIRECTOR, INSURANCE ECONOMICS
SOCIETY OF AMERICA

Mr. Chairman and members of the committee ; my name is Edward H. O’Connor
and I am appearing today on behalf of the Insurance Economics Society of
America, an organization devoted to the study of all forms of social insurance.
My home is in Chicago, I1l.

I think it is most fortunate that this committee is holding hearings on this
bill which appears to be one of the most important items of this session of
Congress. It is regrettable that this bill, touching nearly every family in the
Nation and involving billions of dollars, was not given a public hearing in the
House and was considered under a suspension of the rules.

It is not easy to criticize proposed national legislation whi
a humanitarian effort to help elderly people, the aged widggv,agggags;%lgg
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wo;ker, and the crippled child. However, it is imperative that we carefully
weigh both sides of the question keeping in mind what is best for the economic
future of the country. Let us not in our humanitarianism forget that the social-
security system represents the source of security for many millions of Americans.
With undue expansion of benefits and excessively high taxation irreparable harm
may come to the future operation of the system.

In order to finance the increase in benefits called for in this bill a higher
tax schedule is provided. As a result the ultimate tax rate, effective in 1975,
is 9 percent shared equally by employer and employee. For self-employed and
professional individuals, the ultimate tax would be 634 percent. In discussing
the new tax schedule we must remember that social-security taxes are a tax
on gross wages and unlike the personal income tax is not limited to net income.
It has been estimated that the maximum 34-percent rate on the self-employed
would be equivalent of a net income tax of about 20 percent and higher in many
cases. It is estimated in 1975 total social-security collections will approximate
$20 billion annually based on present wage levels—which may be considered an
extremely conservative estimate.

I point out these facts (future social-security tax rates and collections) to
develop the point that these tax burdens may be so high as to preclude any
desirable and necessary liberalizations which may develop over the years.

I shall confine my remarks today to two provisions in this bill: Retirement
age for women and disability insurance benefits for certain disabled individuals
who have attained age 50.

RETIREMENT AGE FOR WOMEN

Under this bill, before the committee, it would provide monthly payments
to begin at age 62, instead of 65, for women workers who retire, for wives of
retired workers, and for widows.

One of the basic reasons given for the reduction in age of women under social
security is that wives generally are a few years younger than their husbands.
This is presumed to make it difficultt for a husband to retire at age 65, because
his wife will not draw benefits until a few years later. It therefore can make
a difference of $54 a month and more, of course, if there are dependent children.
Average retirement age of 69 is cited as evidence of age differential between
husbands and wives and this, of course, leads to a reluctance of a man to
retire until his wife has reached age 65 and both can collect benefits.

The chief actuary of the Social Security Administration recently analyzed
the latest experience data for the program and came up with the following
statistics:

Of the men claiming benefits at age 65, the wives of 20 percent of them were
65 or over and 50 percent of them less than 62. Thus, lowering the age for
women from 65 to 62 would be of no assistance to 7 out of 10 men at age 65.
On the basis of a further analysis of this data the chief actuary concluded:
“The argument that the retirement age should be lowered for wife’s benefits,
because maintaining it at age 65 compels men to go on working longer than they
would otherwise, possesses little validity.”

Private industrial compensation plans are generally geared to the social se-
curity system. This fact has led most of these plans to adopt age 65 as the
retirement age for both men and women. If age 62 is established for female
social security purposes, all of these fine pension plans will be thrown out of
gear. It will require a complete examination of these plans, many of which
are the result of long negotiations between management and labor. There is a
serious question in the minds of many as to whether the reduction of the statu-
tory social security eligibility age for women, desirable as it might appear in
some individual cases, may not run counter to the major social and economic
objective of wider employment opportunities. We know that it is customary
for women to retire at age 65 or later. Will we through such a change in our
Social Security Act force women out of jobs at 62 regardless of their wishes in
the matter? . he . .

Do we want to see our senior citizens forced.prematurely into retirement when
they are capable and willing to keep on working at productive employment and
earning a great deal more than they would receive under social security?

Under the circumstances I bgheve we must face some questions on this issue.
Isn’t a reduction in age inconsistent with the lengthening life span for the en-
tire population and the fact that women live longer. than men on the average?
Would a reduction in age for working women make it more difficult for them to
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obtain and keep jobs on a fair basis with men? Would a reduction of reti_re-
ment age by only 3 years have any real significance, for example, in alleviating
the problem of the woman who is widowed at 45 or 50? Would a reduction in
age for women be merely a forerunner for a general reduction in retirement
age for men as well?

We must understand that many people work for other incentives than finan-
cial return and it is entirely likely that women continue on their jobs as long
as they are physically able to do so and as long as their bosses let them remain.
Since women live longer than men there is no reason for thinking they tend to
go into a physical decline before men do. In fact, a study of the question would
indicate the female is more enduring than the male.

The aged widow and the aged wife who have never made their own living
and never held a job are in a different position from the working women of the
same age who may resent being forced out of the labor market by the arbitrary
reduction of the retirement age.

In a report released by the Institute of Life Insurgnce in October 1955 based on
a study by the Department of Health, Education, and Welfare, it showed 40
percent of all regular income received by the over 65 group comes from employ-
ment. This money helps support some 3 million men and women still working
at the age of 65 and older together with somewhat less than 1 million wives—
a total of 4 million persons.

I believe it is recognized and confirmed by statistics that 83 percent of private
compensation plans set up in the past few years have made the retirement age
for men and women the same. Why, then should the Federal Government un-
dertake to discriminate against working women who today constitute one-
third of our labor force.

Just a short time ago one of the large insurance companies announced they
had raised the mandatory age for their 3,700 employees, a goodly number b:ing
females, from 65 to 68. The action was taken, said the company, because of
the increasing longevity of workers and because ‘“we feel good management
dictates enlightened use of productive manpower in our company.”

We know that a very large percentage of women raise families, run their
own homes, and hold down jobs. Others manage and operate a business or
engage in professional activities. Why should we attempt under our social
security law to make it more difficult for working women by lowering their re-
tirement age to 62, especially since they outlive men on the average.

This provision, lowering the retirement age for women, is looked upon by
proponents as a forward step, but it may actually be a step backward. People
are not only living longer but thanks to progress in medicine, their health is
better and their working abilities prolonged. Taking women out of the working
force 3 years earlier by this proposed change would tend to have a bad psycho-
logical effect on them. It is a well-known fact that very often men who retire
tend to age more rapidly than those who maintain an interest in their work
and do not retire. Due to the low birth rate 20 years ago we are now facing
a period of slackening growth in the labor force. Removing many female
workers from the labor force may tend to lessen production and prosperity.

This question of reducing the age of eligibility for women beneficiaries was
considered and rejected by a committee of Congress in 1949 as being too costly.
Certainly if this was a well-founded reason for not taking action 7 years ago
it is still valid since it would certainly be a more costly venture at this time.

To reduce the age of eligibility for women under our Social Security Act it
has been estimated that the first year benefits would be paid to an estimated
800,000 additional women which would cost $400 million. Retired women work-
ers aged 62 to 64, 300,000; wives aged 62 to 64 of retired worksrs aged 65 and
over, 300,000; widows aged 62 to 64, 200,000. It was further estimated by the
House Qommittee majority that after 25 years, 1,800,000 additional women would
be recelvir}g about $1,300 million a year and that the reduction of the qualifying
age for widows alone would add $15 billion in the value of survivor protection
of insured workers next year.

Ever since the enactment of the Social Security Act the age of retirement has
been maintained at 65 for both men and women. This formula has been followed
during the past 21 years. I believe it is now incumbent upon you geutlemen, who
have a major part in safeguarding the system for the people of this country, to
give due consideration whether or not the people desire to reduce the retire-
ment age 1_1m.it, with the increased taxation, in order to make the system operate,
for the principal benefit upon which the act was enacted—to provide a benefit to
workers, both men and women, when reaching the age of 65.
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DISABILITY INSURANCE BENEFITS PAYMENTS

Under this provision monthly payments would be made to covered workers 50
years or older who become totally and permanently disabled.

As I stated before this committee in March 1950 when H. R. 6000 was being
considered, “This is a most dangerous proposal considering the aspects of admin-
istration costs and the future of the system.” Since that time we have broad-
ened the act in many respects, but have not improved the financing of the
program to any significant degree. Therefore, what was very evident 6 years
ago on this point is true today.

Total and permanent disability coverage under social security is not a new
idea. In 1949 a program of disability benefits was passed by the House and
subsequently rejected by the Senate. Again in 1954 the ‘“freeze” amendment
was adopted.

Disability is an intangible, subjective concept. It differs materially from the
definite fact of death or old age which are the two basic elements in OASL
For example, many times the attitude of the individual, when suffering a partic-
ular condition, will govern to some extent the degree of disability. It is also
a fact that the payment of disability benefits for any length of time, even in
modest amounts, undermines human personalities, destroys incentive and the
will to seek work fitted to one’s capabilities.

Former Secretary Hobby of Health, Education, and Welfare, when appearing
before this committee last July, raised questions about the actuarial problems
evidenced in cash disability benefits, and the program'’s relationsaip to disability
benefits under workmen’s compensation, to unemployment insuriance, to State
temporary disability programs and to private disability and voluntary health
insurance plans. She expressed concern about the present and future costs of
the social-security system. In referring to the tax schedule she said “The system
could lose its attractiveness, particularly for many self-employed persons, if
additional cost items are added without the most careful evaluation of the bene-
fits they confer.” These statements of former Secretary Hobby are very signifi-
cant because, if I recall correctly, it is the first time that anyone representing
the Department of Health, Education, and Welfare or the Social Security Board
ever opposed expanding and liberalizing the benefits of the act.

According to House Committee majority estimates, during the first year of
operation there would be 250,000 disabled workers who would receive $200
million: In 1980 you would have 1 million disabled workers receiving $850
million. By the year 2020 the cost would be $1,044 million. Whether these
figures can be accepted as a worthwhile basis is debatable. It is agreed, how-
ever, that total and permanent disability benefits would be a very expensive item
of social security. Therefore, since the system represents the source of security
for many millions of Americans (about 9 out of 10 workers are now covered)
and since it has a tremendous significance for our economy, I believe we should
take a good look at the financial status of the system.

About 7.8 million retired workers, wives, widows, and dependent children
are drawing social-security benetits of almost $5 billion a year. The number of
beneficiaries has increased by close to 15 percent in the last year. Some $21
billion now stands in the social-security trust fund to help pay future benefits.
1t is estimated the OASI trust fund should amount to $35 billion in order to be
able to pay benefits to persons now retired and to their dependents and survivors.
Since it has but $21 billion plus a small revolving cash fund, there is already
approximately a $14 billion shortage in the fund. The trust fund in 1949 was
920 times the benefits disbursement of that yvear. It is now down to 4 times the
1955 benefits. The $21 billion trust fund is but 7 percent of the $300 billion of
acerued liability. That is the amount of money the Government would need to
pay off present social-security commitments if the system were terminated and
the promised benefits were paid off when they fell due. It would appear that if
this bill was enacted it would drain off the funds from the already weakened
OASI trust fund. We must not forget that the Government has not set aside
1 cent for future social-security benefits for persons now working and paying
taxes. Anpy further promises of benefits to be paid in the future will only in-
crease the present OASI liability of $300 billion.

Considering both the actuarial calculations which have been made in the
past and which have been found far short of reality and the proposed tax in-
creases, does it follow that the new benefits should be adopted at this time and in

the form suggested?
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Actuarial results are not predictions. It is true that current social-security
receipts exceed benefits paid, but the actuarial estimates of the soundnes.s of
the system exist on paper. They presuppose relatively optimistic assumptions,
including bigh levels of employment and reasonably favorable population trends.
And they assume still more optimistically that the periodic tax increases will
take place as scheduled. We must remember that the tax assumptions are based
on scheduled increases to take place in the future rather than on levels which are
readily accepted today.

I do not believe the size of the disability program is sufficiently large enough
to require Federal intervention. There are only about 300,000 disabled per-
sons in the United States, including nonemployed oldsters. The Government
contemplates paying cash benefits to only 250,000 of these 300,000 disabled per-
sons. It plans, however, on increasing the social-security taxes of 65 million
workers and their employers as well as self-employed persons. Dr. Howard
Rusk, an expert on disability and rehabilitations, stated in November 1955 that
“9 out of 10 disahled persons could be taught to help themselves.” They need
retraining for different jobs rather than cash payments. Those in general
financial need could of course be helped locally.

Would it not be somewhat of a hardship on the majority of the 65 million
workers of the country to further increase their social-security taxes in order to
pay deferred cash benefits to a small minority who may become disabled?

In 1954 the Congress amended the Social Security Act by including the freeze
amendment. This was a step toward disability benefits and is recognized as an
effort to prevent any deterioration of earned benefits during the years before age
65 when the disabled individual is not working. As former Secretary Hobby
pointed out in her testimony before this committee last July, “There has not been
enough time to study the effect of the freeze amendment.” She stated that “only
374 State determinations of disability under the freeze provision enacted in 1954
had been received by the HEW Department at that time, such determinations
having come in from only 7 States.” However, by the end of last September 48
States, the District of Columbia, Hawaii, and Puerto Rico had set up waivers
of tax disability freeze programs. By August 31 last a freeze period had been
established for about 29,500 applicants. Might it not be preferable to have more
experience under the disability freeze amendment before proceeding to further
change? From that experience we could develop satisfactory sound-adminis-
trative procedure on the question of total and permanent disability.

Experience demonstrates that cash sickness benefits operate as a deterrent
to rehabilitation. As the London Economist stated some years ago, “The ulti-
mate cost and waste of a disability program not geared to inventives to recov-
ery is locked in the subconscious minds of millions of hypochondriacs.”

This bill provides for rehabilitating the disabled, which is a good gesture but
which, in my opinion, is a responsibility which should be left entirely to the
States. Distribution of the disabled varies among the States, and flexibility
of State systems will alow better adjustments to actual conditions. The State
public-assistance systems are closer to the disabled in their homes, have medical
facilities or arrangements for the same, possess casework services for treating
individual cases, can engineer the retraining and rehabilitation of the disabled
as well as find work for them, and can render such financial assistance as befits
each case. When institutionalization is required, State and local institutions
already care for many of the disabled, and this service can be expanded to meet
additional needs. Briefly, States are administratively closer to the conditions
and cases of the disabled.

The administration of permanent and total disability benefits is more akin to
the administration of old-age assistance than to old-age and survivors insurance.
Under OASI you are not confronted with the various degrees of eligibility ; you
do not have to follow through continually checking the progress of the disal;ility.
This surveillance is similar to what is required in administering public assist-
ance, always on the alert for false claims, misrepresentations, and malingering.
In these r-spects, old-age assistance and disability benefits follow the same pat-
tern, and the administration should be at the local level where the costs of such
a program can be controlled.

Another serious objection to disability benefits in the OASI system would
lie in the inflexibility and rigidity of any overall formula. Based on the working
history of the individual, would it be of any relative value as to the future needs
of the disabled worker and bis family during a period of longtime disability?
Such a situation, at the local or State level, could be adjusted from time to time
on the needs of the individual and his family. If we want to be a real help to
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the di_sabled this latter approach (local and State level), certainly is more
realistic than determining benefits on wage records of years past.

The problem is now recognized as a function of the State, and I believe it is
the answer to the question of permanent and total disability. I believe you
will find in many States the average monthly payment under disability assist-
ance is larger than the average OASI primary benefit. This being true, if you
adopt this provision in H. R. 7225, there would need to be some supplementation
through the disability assistance programs if the beneficiaries are to receive as
much income as now being paid. This would create duplication and perhaps
conflicting administration. It would add another plan to the several now in
existence under OASI, tending to make it more complex.

I believe it is readily recognized in considering total and permanent disability
that rehabilitation is to the ultimate benefit of both the individual and society.
Here again the State could balance the incentives to cash benefits and to reha-~
bilitation, since these two incentives may otherwise conflict.

As an example of a proper approach to rehabilitation I refer you to the State-
Federal program of vocational rehabilitation, a program in which a 5-year ex-
pansion effort is now underway. The number of disabled persons helped to
useful and independent lives in the 2 years inercased from 56,000 in fiscal year
1954 to 58,000 in fiscal year 1955. This reversed a 3-year downtrend and begins
to approach the goal of 200,000 rehabilitations annually. Congress has in-
creased such appropriations from $23 million in fiscal 1954 to almost $34 million
for the current year. The major portion of these appropriations were allotted
to State programs of vocational rehabilitation. Last November over $400,000
was given in Federal grants to 15 organizations in 8 States for research or
demonstration projects that show promise of helping to rehabilitate handicapped
persons. No one can deny but that this is progress and, as we reduce the
number, the humanitarian and economic benefits will be great.

With adequate and effective use of the services provided by the Vocational
Rehabilitation Act, the disabled would have the benefit of a completely inte-
grated and well-rounded program. While being rehabilitated, if need exists, the
individual would be considered under the State disability assistance program.
There is no need to adopt such a far-reaching and hazardous plan as cash benefits
for extended disability. Let us continue to test and perfect, through practice
and experience, the several plans now in existence such as vocational rehabili-
tation, the freeze and dropout provisions, and the institutional facilities pro-
vided by the various States for certain types of disability. We should not
spread ourselves too thin and perhaps fail in our main objective of preparing
the disabled to assume their rightful place in society.

I believe the chairman of this committee, in speaking of this proposal in a
speech in Chicago last fall, scored plans to add disability payments under social
security as a “health insurance function beyond the scope of the act.”

I must agree with the thought that has already been expressed before this
committee that our Social Security Act should not be further expanded until a
thorough study has been made of the background, its operations, its cost, and
its future commitments. The Social Security Act has not provided old-age
security. Of 14 million persons 65 and over in the United States, only 5.5 million
are receiving OASI benefits. However, this past year the American people were
compelled to pay nearly $6 billion in social-security taxes.

The Social Security Administration has stated that tbe old-age and survivors
insurance program is self-supporting and is financed through the taxes of work-
ers, their employers, and the self-employed. Such a statement may be ques-
tioned. The OASI system, with interest payments, taken from general revenues
and paid into the trust fund, is able to get by at the present time. If it did not
rely on the Government’s power to tax the next generation and succeeding ones,
a serious question can be raised as to whether or not it is operating under a
proper financial formula.

To many of our people seem to have the mistaken idea the Government has
gomehow discovered a magic formula for meeting the costs of social security.,
The program as originally conceived was designed to help prevent destitution
in old age. It was never intended that the payments by the workers should
bear an equitable relationship to the benefits received by those who qualify.
The amounts of benefit were to reflect presumptive need. Social security was
not conceived as an annuity plan. Now we have developed a program providing
substantial amounts of old-age retirement benefit and various payments to sur-
vivors for the majority of the population regardless of need or eventval cost.
The present program is piling up large obligations for future generations. The
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maximum tax rates of 9 percent (or 634 percent in the case of the self-employed)
wotuld not be accepted by our people today. Why then pass this tax burden on
to our children, an amount we ourselves are unwilling to assume. As Cobngress-
man Utt of the House Ways and Means Committee wrote in a dissenting report
on the 1954 Social Security Amendments: “I wish to state it is my fearful
belief that the social-security tax is fast shaping up to becoming a secondary
graduated income tax vpon wages and salaries, a tax which, when its full impact
is felt, will shake our social security system to its very foundation.”

Just last July the Secretary of the Treasury, who is the Managing Director
of the OASI “Trust” Fund, testified before the House Ways and Means Com-
mittee that the QASI system is actuarily unsound. When he was asked by a
member of the committee if it was his opinion that the system was actuarily
unsound, he replied “Yes under the present provisions of collection and dis-
bursement,” Congressional Record, July 5, 1955, p. A4871).

If the system is already actuarily unsound, the wise thing to do is to refrain
from building further on a weakened foundation by adopting these amendments,
and particularly the total an1 permanent disability provision. It would appear
to be most opportune to study it and make the corrective changes in the system.
Then we would know how far we could go in improving its provisions.

There has never been a single comprehensive and carefully objective study
made by disinterested and competent authority that would clearly point up where
social security is taking us. There is no emergency, today, requiring early
enactment of any further liberalizing amendments to OASI.

I therefore respectfully recommend to this committee to give consideration
to the creation of a well-qualified commission, either governmental or private
or both, to make a thorough, objective and impartial study before taking any
action on the bill now pending. I believe it is of great importance for the people
of this country to know whether governmental social security has been developed
properly or improperly, and whether we can go on adopting increases in benefits
every even-numbered year without sooner or later reaching a point where social
security will become harmful to the American people. Such a study should be
made in the light of the present economic and political impact of social security;
ascertain whether the increasing benefit disbursements, now foreseeable, will
make inroads on the living standards of self-supporting people; what are the
inflationary or deflationary implications of social security; what are the proper
interrelationships among old-age assistance, the OASI system and private pen-
sions, ete. The facts developed from such a study could be the basis for objective
improvements in the system for the benefit of all of our people.

Social Security Commissioner, Charles Schottland, a few months ago told the
Gerontological Society that by 1980 almost all retired aged will be eligible for
OASI benefits. He also stated social security payments are now going to about
one-half of the Nation’s aged population. In view of this statement, I think it
behooves this committee to make sure that our social security system is set up to
continue on a proper financial basis, so as not to be a disappointment to the coming
aged and those of future generations.

I most urgently request your favorable consideration to such a course of action
at this time.

The Cuarman. Thank you very much, Mr. O’Connor.

Any questions?

Senator BarrxrLEY. No.

The Crmarman. The meeting is now adjourned until 10 o’clock
tomorrow morning.

(By direction of the chairman, the following is made a part of the
record :)
LirE & CASUALTY INSURANCE COMPANY OF TENNESSEE,
Nashville, Tenn.; January 25, 1956.
Senator Harry F. BYRD,
Chairman, S8enate Finance Commitiee,
Senate Office Building, Washington, D. O.

_DEAR S_ENATOR BYRrDp: I should like to express my views as an individual to cer-
tain portions of bill H. R. 7225. I expressed these views in letters to Senators
Gore and Kefauver last month and received a reply from each of them. They
have both promised to go into all aspects of this bill and weigh the matter care-
fully before voting upon it.
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As a medical director of an insurance company, I am sure that you realize
that I not only understand, but fully endorse, any type of cooperative pooling of
funds for the protection of the individual against the unpredictable loss of life
or tin.ne. I have been associated with most of the phases of life, health, and acci-
dent insurance for over 20 years and at one time in connection with a large New
England company I was primarily concerned with the attempt to rehabilitate
many policyholders who were drawing total permanent disability benefits for a
long period of years and apparently making no effort at rehabilitation or attempt
to become self-supporting, even when this seemed possible.

I believe you will find if you make inquiries to those who have been connected
with the life and health insurance business that there are two major pitfalls
with which it is difficult, if not impossible, to deal properly. The first of these is
the individual who would rather draw a small amount of money from a health
insurance or similar contract and do no gainful work because of actual or fancied
illness than make an effort to regain his health and work for a larger income
by his own efforts.

The second is a corollary to the first, and that is the difficulty of getting proof
of the extent of a claimant's disability which is entirely factual and not influenced
by financial considerations. Experience has shown that in legitimate illness
where disability exists, the period of disability tends to be prolonged when
financial compensation is drawn during the period of disability. In other words,
the collection of indemnity removes the incentive to recover in too many cases.
This is not always, or even often, a conscious drive, but nevertheless is actual.

Persons who know they are eligible to draw benefits from the proposed portion
of the bill which permits retirement from age 50 on in cases of total permanent
disability might readily put pressure upon their physicians to certify to this
disability. This pressure might be difficult for the physician to resist, despite his
conscientious desire to be honest and accurate, for the life of any physician’s
practice depends in great measure upon the good-will of his patients. Once a
man has been certified as totally disabled, it is almost impossible to disprove
the continuance of such total disability where the primary factor in the disabil-
ity, for example, is severe pain. Pain and other subjective symptoms cannot be
disproved and one must rely on the claimant’s statements almost entirely.

What I am trying to convey to you is my conviction of the impractical nature
of justly administering such a provision in H. R. 7225. This, the richest nation
in the world, could be bankrupt by unjust claims which could not be successfully
defended. 'Thousands of persons might thereby be deprived of benefits presently
due them under their social security because the funds would not be available
with which to pay them. :

May I sincerely urge your very careful and meticulous study of this aspect of
the bill in particular, for I believe such study will reveal the truth of what I
have said.

Cordially yours,
CarL T. KIRCEMAIER, M. D.,

Medical Director.

———

WoopMEN AcCipENT & Lire Co.,
Lincoln, Nebr., January 30, 1956.
Hon. HArrY F. BYrD,
Chairman, Senate Finance Commitiee,
Senate Office Building, Washington, D. C.

DeArR SeENATorR BYrp: Your committee is currently burdened with the very
serious responsibility of considering amendments that have been proposed in
H. R. 7225, to the social-security law. It is the opportunity of your committee to
spare the citizens of this country an intensification of the increasingly serious
and burdensome problem that is developing because of the unsound nature of our
social-security structure. . )

Whether one supports or decries the old-age and survivors benefit program,
philosophically, no one can fail to realize that OASI is now a part of the Ameri-
can structure. Certainly under the circumstances the purpose of good citizen-
ship should be to make the social-security structure a sound one and one with
which the country can live without ultimately seriously impairing our economy.

While I personally oppose the amendments to OASI proposed in H. R, 7225, it
is not my purpose in this communieation to argue that_ their cost would be pro-
hibitive, that the introduction of total and permanent disability benefits is a long
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step toward the socialization of the medical profession, that existing innovations
in the law have not yet had an opportunity to be tested, ete. Rather, I wish to
invite your attention to the uncontrovertible fact that in the 80-year history of
social security in this country, there has never been a single comprehensive and
carefully objective study made by disinterested and competent authority that
would clearly point up where social security is taking us. There is no emergency
today, requiring early enactment of any further “liberalizing” amendments to
OASI. Any pressure behind early action proceeds from purely political consid-
erations.

Under these circumstances, you and your distinguished colleagues of the Sen-
ate Finance Committee, have an opportunity to perform a significant public serv-
ice by indefinitely postponing any action on H. R. 7225 until ample opportunity
has been supplied for a careful, honest, factual study of the whole social-security
structure. I most urgently request your favorable consideration to such a course
of action at this time.

Cordially yours,
B. J. FAULKNER, President.

NORTH AMERICAN AccIDENT INsUraNCE Co.,
Indianapolis, Ind., January 31, 1956.
Re H. R. 7225, social-security bill

Senator HARrRY F. BYrp,
Chairman, Senate Finance Commitiee,
Senate Office Building, Washington, D. C.

DEAR SENATOR BYrp: In earlier years I have had correspondence with you,
especially in opposition to the ever-increasing social-security program. It is
the outstanding vehicle of destruction to the safeguards of human liberty. That
means eventually everyone’s personal freedoms are sacrificed.

Your statements, your published articles, in the past have been as effective
as any I know about. Maybe you now can point out in such fashion that the
people can understand—i. e., union members, farmers, and the rank and file
of citizens alike—how there can be no material security if personal freedoms are
surrendered as the price.

Some writers have pointed out that since the times when man was a serf, on
down to the creation of our own Constitution and Bill of Rights, personal free-
doms, i. e., human liberty, was attained by taking it from the power of govern-
ment. Now here we are in this wonderful land, being exploited by Socialist,
Communist, and politician, to give back to government, the safeguards to liberty,
in exchange for this and that promise of security!

I do indeed hope that at least this H. R. 7225 bill can be killed. Can’t we at
least “hold the line where it is”? Why open up new avenues of exploitation
under the guise of promise of more security. Each time additional powers are
granted, then along come extensions of those powers.

May I again thank you for what you have done in the past and hope that the
power of your voice and wisdom, along with same of others, can wake up the
people and make them see and realize how very foolish these false promises of
security really are.

Cordially and respectfully,

M. E. NOBLET.

NEw HAMPSHIRE STATE ASSOCIATION OF LIFE UNDERWRITERS,

Manchester, N, H., January 30, 1956.
Hon. STYLES BRIDGES,

United States Senator,
Senate Office Building, Washington, D. C.

DEAR SENATOR BRIDGES: As you no doubt are aware H. R. 7225 is the current
social-security bill now before the Senate Finance Committee, This bill was
bulldozed through the House, with no public hearings, and our association and
g;ﬁer associations like us were given no opportunity to express our stand on this

ill.

The bill concerns further broadening of the social-security law, such broad-
ening taking place for the fourth time in as many election years. I am writing
to you in my capacity as president of the New Hampshire State Association of
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Life Underwriters, the group which you so ably addressed at the Manchester
Country Club at our annual sales convocation 2% years ago.

There are four basic features of this bill. First of all, it will extend OASI
coverage t_o :'111 self-employed professional groups now eXcluded except doctors.
Our assomat}o_n supports this part of the bill. It lowers the eligibility age for
femalq beqeﬁc1ar1es from G5 to 62. We feel there is no justification for this
Feductlon in age fpr many reasons. First of all, people are living longer and
instead of advancing the age to 62 a more realistic proposition would be to
retard the age to suy 67 or 65. However, we feel that there is nothing to be gained
by a_dvancing the age for retirement for women. It would throw all present
pension and retirement plans completely out of gear, particularly those which
are integrated with social security. 1t would be the first step in a move to
advance the retirement age for men, and before the merry-go-round would end
it would be down to age 50 for all sexes. We do not feel this to be in the least
bit feasible.

Another provision would allow the payment of cash benefits to totally and
permanently disabled workers commencing at age 50. We oppose this pro-
vision. First of all, the OASI program is and should continue to be primarily
for the benefit of retired workers and their dependents and the surviving de-
pendents of certain deceased workers. Secondly, we in the insurance industry
are well aware that what constitutes total and permanent disability is as broad
and as variable as the number of people making applications for same. The
necessity for governmental supervision in this field would be mountainous, and
the expenses would be incredibly high. Here again, the camel’s head would
be in the tent for eventually providing Dhenefits for dependents of disabled
workers, reducing the age minimum for them, and also adding benefits for
workers only temporarily disabled. I believe it is cbvious that the added cost
of such a program could very well bring the OASI program to complete
disintegration.

The fourth provision would provide for continuing payment of benefits to
totally and permanently disabled children past the age of 18, and we oppose this
for the same reasons as mentioned in the foregoing paragraph.

The last provision would raise the social-security taxes on employers and
employees by 1 percent, effective January 1, 1956, and the rates on self-employed
persons by three-fourths of 1 percent making the ultimate scheduled employer-
employee rate 9 percent and the self-employed rate 6% percent in 1975 and
thereafter. The Secretary of the Department of Health, Education, and Welfare
has gone on record as opposing more liberal social security benefits. We
feel that since this is the administration program, all advocates of economy in
Government, among whom youn are an outstanding example, can rally behind the
administration in this instance, and party lines can be crossed. We are sincerely
hopeful that you will pursue your course of advocating economy in Governmenjc,
and here is a prime example of a very definite e'xtravagan.ce in Government if
this program is passed. On behalf of our association, Whlqh numbgrs several
hupdred ip the State of New Hampshire, may I urge you w1tl} all vigor at my
command to oppose all provisions of House Resolution 7225 with the exception
of the section which would broaden coverage to 1nglugle some occupations not
now covered. Your cooperation and support in this instance would be much
appreciated. .

Thanking you for your kindness,

i y yours, .
Sincerely ¥ RALPH A. TANGUAY, President.

CHICaGo, ILL., February 8, 1956.

Hon. Harry F. BYRD, .
Senate Office Building,
Washington, D. C. . '

DEAR Sig: On behalf of the Illinois State Assoqatlon of Accident gnd Health
Underwriters, we would like to go on record opposing H. R. 7225, social-security
an’lfllllg nIllel!ilrii.is State Association is an organizati9n of some 450 aqcidpnt and
health salesmen. We are a competent part of an mtern.atlonal asspcmtmn both
of which are pledged to placing our industry on the highest possible plane of

professional gervice to the public.

73192—-56—pt. 2—F5
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We feel that the social-security amendment H. R. 7225, and most certainly
that provision providing disability insurance benefits, will be prohibitive in
cost and would weaken an already weakened trust fund. Ex-Secretary _Hobby
expressed her concern over these points last July in her appearance on this very
same bill.

We would suggest that the problem of the disabled worker be left in the hands
of the States or recommend the creation of a well qualified commission of both
industry and Government to make a thorough and objective study before taking
any action on H. R. 7225. One of the prime objectives of such a study is whether
increases in social security every 2 years wouldn’t soon reach a point where
the social-security tax would be a harmful tax burden to the American people.

I hope, Senator, that all aspects of this amendment will be carefully studied
and weighed before any action is taken.

Respectfully,
W. G. MANZELMANN,
President, Illinois State Association of Accident and Health Underwriters.

MILWAUKEE, W18., Flebruary 10, 1956.
Senator HArrY F. BYrD,
Chairman, Senate Finance Committee,
Senate Office Building,
Washington, D. C.:

Before taking action on H. R. 7225, please consider that the disability industry
itself has a great fund of knowledge and experience relative to permanent and
total disability, notwithstanding no company has yet been able to successfully
underwrite the moral hazard during periods of depression as exemplified by the
black thirties. Malingering made normal underwriting well nigh impossible.
This prevalent perversion of disability insurance benefits during this period
caused great losses and in many cases actual bankruptey to many of our insurance
companies. Let us not forget the lesson we have learned. This information
can be readily obtained from any insurance company that has been engaged in
selling accident and sickness insurance during this period. These records will
furnish you with irrefutable evidence that government can hamstring itself
financially by adopting that portion of H. R. 7225 that has to do with permanent
and total disability benefits being incorporated within the framework of our
social-security program.

ToM CALLAHAN,
President, Accident and Health Underwriters of Milwaukee.

ILLiNois MuTUAL Casuarry Co.,
Peoria 2, Ill., February 15, 1956.
Re H. R. 7225.
Hon. HarrY F. BYRD,
Chairman of the Senate Finance Committee,
Senate Ofice Building, Washington, D. C.

DEAR SENATOR BYRp: I want to tell you how much I admire the manner in
which the hearings on the above bill are being conducted by you and your
committee. .

Also I should like to express the opinion that the social-security system should
not be expanded as regards so-called coverage until a full research study can be
made of the effects of the Social Security Act on our economy. Further, it is
hard to understand how any voluntary inclusion or exclusion of various profes-
sional or other employment groups can be considered in view of the fact that by
offering a choice the Congress is in effect offering such a group the opportunity of
being taxed or not being taxed. Many people would like to voluntarily be ex-
cluded from other taxing systems in this country. It is difficult to conceive
how any group should have the right to forego paying taxes whereas other em-
ployment groups have no such right to get out from under the same taxing
system. If professional groups should have this right to be excluded from the
social-security system, then I, and other people like me, should also have a simi-
lar right to be excluded.

The continuing increase in social-security taxes is becoming more and more
of a burden to everyone. Since the benefits as well as the size of the tax are
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gubject to the decision of future Congresses, I would prefer to purchase annuity
contracts from private insurance companies in order to provide my own old-age
security. For those improvident or unfortunate persons who are not in a
position at advanced age to provide for themselves there should be some minimum
social-security pension. This should be only for those who require it and should
be the same amount for each. This latter, of course, is a legitimate burden on
the more fortunate and the more provident individuals.
Sincerely yours,
Frank F. DobgE.

CHICAGO ACCIDENT AND HEALTH ASSOCIATION,
Chicago, Ill., February 3, 1956.

Re H. R. 7225 1955 social security amendments.

Hon. Harry F. BYrDp,
Chairman of the Senate Finance Committee,
Senate Office Building, Washington 25, D. C.

DEAr SENATOR BYRD: On behalf of the Chicago Accident and Health Under-
writers Association, I should like to express our opposition to the passage of
H. R. 7225. While we are not necessarily opposed to the Social Security Act in
principle, we do believe that before broadening or extending this act further,
that there are several very important points to be considered.

We feel that any change of the act should be subject to close scrutiny by a
commission well qualified to understand the problems involved both from a
financial and a social point of view. This commission could be made up of
either Government officials or men from private industry or both.

It seems quite obvious from the tenor of this bill that the cost would be almost
prohibitive. We in the accident and sickness industry do not understand nor
can we believe that the Federal Government can underwrite total and perma-
nent disability on a sounder basis than private industry. As you are well aware
the accident and sickness business has built experience over a period of many
years and based on this experience even today are proceeding with this type of
coverage very cautiously.

We also feel that insurance of this type covering the disabled worker is a
problem of the individual States and that it can be best solved by a joint program
of State and Federal rehabilitation.

Before proceeding on the passage of this bill, we therefore ask the serious
consideration of the committee in looking at the problem from all sides. Private
industry has done and is doing a remarkably effective job of providing disability
income for the public and I am sure can continue to do so under the right govern-
mental atmosphere.

Very truly yours,
RoBeRT L. SEILER, President.

Long Isanp City, N. Y., February 16, 1956.
Hon. Harry F. ByYrp,
Chairman, Senate Finance Committee,
United States Senate, Washington, D. C.

My DEAR SEnAaTOR: On July 8, 1955, I brought to your attention a news story
stating that the Senate intended to kill the House bill for broadening social
security and appealed to you to give this matter earnest and prayerful thought—
particularly the provision lowering the eligibility age for women to 62, which
God knows is late enough—later than in any other civilized ecountry.

In the February 15, 1956, issue of the New York Journal of Commerce I note
that the well-organized insurance lobby has gone into action against this bill.
That such a biased, cynical, self-seeking group should be permitted to voice an
opinion on social security seems to me as improper as for a court to permit a jury
to be picked from a panel composed solely of the prisoner’s confederates, friends,
and family.

The arglsllments advanced are neither true nor convincing. Mr. O’Connor of the
Insurance Economics Society states there is a rapidly growing trend toward
extending rather than reducing “reti}'ement” ages for men and women. What
does he mean by “retirement.” ‘“Retirement” and “pension eligibility” are very
different things. Mr. McDonald of Metropolitan Life carries on this noble
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theme, sfating “many firms in recent years have increased the retirement age 1_"01‘
their women employees from 60 to 65 and that this action has been taken with
the backing of the women werkers.” I ask two questions on this:

(1) The age of the women asked (or were they just informed) ?

(2) Were they eligible for pensions on retirement?
It is one thing to be told you will not be forcibly dismissed at 60 and quite an-
other to be told that your pension is going to be withheld for another 5 years.
I do not believe any woman would deliberately vote to have her pension so delayed
except under coercion—economic or actual. In any case Mr. McDonald can
ease his distress of mind by contemplating the fact that such hardy souls need
not be compelled to retire at 60 or 70 or 90 or even on the very threshold of the

ave.

grlf you want facts—ask the ordinary working woman nearing 60 whether she
looks forward to another 5 years of the rat race—don’t ask overpaid insurance
executives with nice fat investment portfolios and generous retirement pensions
ahead of them (plus the social security they will undoubtedly consider it their
duty to collect in due course). Ask the women who have toiled through the
long years—seeing their homes only at weekends-—not because they want to
but because economic necessity has driven them' to it—and kept them there.

It seems to me that the arguments advanced are based on a false assumption,
namely, that all our working men and women are in permanent and continuous
employment for one corporation, terminating only when this retirement age
comes. What of the unfortunates who, through no fault of their own, find
themselves unemployed when their first years of youth are passed. Everyone
knows the almost unsurmountable difficulty facing any middle-aged man or
woman (40 for a man and 35 for a woman) seeking a new job—no matter what
their qualifications or experience and the impossibility of either securing a
decent job after age 50. Nobody knows this better than these very insurance
companies for they are primarily if not entirely responsible for these counditions
through the working of the corporation pension plans which, because of increased
rates for older workers, have automatically barred their employment even if
they offer to waive such pension rights. These older workers only become
“yaluable productive workers” it seems (vide Mr. Cruess of Mutual Life) when
a question of benefits arises!

There is also the established fact that the larger proportion of older workers
have not been able to make adequate provision for their future security and
their resources are limited to their earning capacity. What is to become of
them? If they go on relief it will cost the country a great deal more both in
money and moral effect than letting them have their earned social security (and
their self-respect with it) a bit earlier—for with that small backlog they can
at least manage to scratch a living!

The cynical contention of Mr. Cruess of Mutual Life that the hardship of
working until age 65 is no more for a man than a woman is beyond contempt
and flies in the fact of all medical evidence. In any case as a “man” he is in
no position to make such a statement! He also blandly states that the typical
resources of elderly widows are considerable particularly from life insurance
*# ¥ * Whose widows—of prosperous insurance company executives? Certainly
not the widow of the average worker!

This letter will strike you as bitter and dogmatic but I am, at least, speaking
from actual experience. These things have happened to my husband and to me.
I am not theorizing and so feel I have a right to speak up. One gets very
weary of hearing about “all time high of prosperity” and ‘“highest standard of
living in the world” and then hearing the same voices denying American women
a few years of well-deserved relaxation.

Very truly yours,
FREDA TAYLOR BaAUuMANN (Mrs. C. G.).

P. S.—Reverting to Mr. McDonald of Metropolitan—as one of his policyholders
1 suggest he would be better employed revising his antiquated actuarial tables
to bring them in line with the present-day greater longevity which Mr. Cruess
of Mutual (pure minded soul) so deplores—and in so doing bring down his
policy premiumns to a more realistic level,
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STATEMENT OF CARL C. BARE, CHAIRMAN NATIONAL LEGISLATIVE COMMITTEE,
FRATERNAL ORDER OF POLICE, AND CHAIRMAN NATIONAL CONFERENCE ON PUBLIC
EMPLOYEE RETIREMENT SYSTEMS ON SOCIAL SECURITY LEGISLATION

Mr. Chairman, I am Carl C. Bare, deputy inspector of police in the city of
Cleveland, Ohio. I am chairman of the National Conference on Public Employee
Retirement Systems, representing approximately 1,500,000 public employees
throughout the United States, and chairman of the National Legislative Com-
mittee of the Fraternal Order of Police. This is a national organization repre-
senting more than 40,000 active policemen in the United States. We also repre-
sent an undetermined number of retired policemen and dependents of retired
and active policemen.

The Fraternal Order of Police has consistently opposed the inclusion of
policemen in social security since the inception of the social-security program.

We have taken this position because we know that social security is not a
program designed to fulfill the retirement needs of a police department.,

The problems of police retirement systems are vastly different from those of
most other retirement systems. Policing is a young man’s occupation. Mem-
bers of our police departments must be men who are physically able to cope
with any situation which might arise. If we required our members to work
until they had reached age 65, when they would be eligible for social-security
benefits, we would soon find our departments largely composed of men who had
passed their physical peak and were no longer able to cope with all the situations
which confront a policeman. Statistics show that most offenses are committed
by young persons and policemen of advanced years would certainly be no physi-
cal match for these offenders. The efficiency of our departments would be
greatly reduced and law enforcement would suffer. This would certain not be
to the best interest of our citizens.

Most policemen are members of a loeal retirement system, which is designed
to take care of the retirement needs of that particular community. These
systems are administered by boards composed of representatives of the public
at large, of the city administration, and of the police department, who usually
serve without compensation.

They have firsthand knowledge of the retirement needs of their particular
police department and can act accordingly. This would not be true if the police-
men were members of a broad retirement system, such as social security, con-
trolled in the Nation’s Capital.

One of the most important results obtained by maintaining sound local retire-
ment systems is the effect it has on recruiting able personnel into our depart-
ments. Dependable young men who are looking forward to future security
seek this type of position. This type of individual usually has the sound judg-
ment needed to be a successful police officer.

These local retirement systems have proved to be a very important factor in
maintaining continuity of service, which is so important in maintaining an
efficient police department. The retirement benefits the men build up is merely
delayed pay for services they have rendered and the only way they can collect
this delayed pay is to continue in the police department and recéive it in the
form of retirement income after they have completed the necessary years of
service. This has been an important factor in preventing large numbers of our
policemen from leaving the departments for better paying positions elsewhere.
This is especially true in periods when jobs are plentiful and wages are high.

Experience is one of the most valuable assets of a police officer and certainly
we cannot afford to lose a man after he has gained the necessary experience
to properly and efficiently perform his duties. It costs a great deal of money
to train a new policeman and the local police department can ill afford to spend
this money for training, only to lose a man when he has reached the peak of
his ability. Under social security the retirement credits are transferrable from
one job to another and there would be no inducement for these men to continue
in their police departments.

It is our sincere opinion that no change should be made in the social-security
laws which would extend coverage to members of police departments. The
experience of our local retirement systems over a long period of time certainly
justifies this conclusion. The National Conference on Public Employee Retire-
ment Systems supports the views of the Fraternal Order of Police in this matter.

We therefore respectfully urge you to give our opinions favorable considera-
tion.
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BANGOR, MAINE, February 23, 1956.
Hon. FREDERICK (. PAYNE,
United States Senate,
Senate Office Building, Washington, D. C.

DeAR Frep: I am calling to your attention social-security bill, H. R. 7225,
now before the Senate Finance Committee and my personal feeling thereon
which parallels the thinking of the members of the Eastern Maine Life Under-
writers Association and in the main also conforms to the position of the National
Association of Life Underwriters in regard to the so-called liberalization of the
Social Security Act proposed by H. R. 7225. Also I may add that I find that my
thinking agrees with every man of consequence in this part of Maine with whom
I have discussed the matter.

I am not opposed to H. R. 7225 in toto; but I must confess I have contempt
for persons who become so concerned for the “people” only on election years
and I do not overlook the fact that this is the fourth time in as many election
years that a bill would “liberalize’” social security.

I definitely feel that old-age security insurance should be extended to self-
employed professional groups and all gainfully employed persons who, desiring
such coverage, are willing to contribute to the support of the OASI program.
There should be no favored or forgotten groups in this matter, as is presently
the case.

But when it comes to reducing the age from 65 to 62 for female beneficiaries,
we then overlook some of the facts of life. Such a move, except possibly in
the case of wives and widows of retired and deceased male workers, is at com-
plete variance with the increasing longevity and progress in improving the health
-of both male and female workers and, thus, their useful working lives. In my
opinion this proposal re female workers is the opening wedge toward reduction
in retirement age of all workers, an artful peg on which te hang an appeal for
votes, but extremely ill conceived in relation to our national economy.

As regards reduction to age 62 for wives of retired workers, the chief actuary
of the Social Security Administration reports that 98 percent of male workers
continue working beyond their age 65 for reasons other than the fact that their
wives are not eligible for benefits.

It is absurd to say that reduction to age 62 for widows will solve the problem of
employment opportunity for elderly widows. Obviously the problem of a widow
finding profitable employment becomes acute at any age beyond 40 unless that
widow had specialized training in youth.

As regards cash benefits to totally disabled workers beginning at age 50 and
to disabled children past age 18 and the mothers of such children, my own ex-
perience in the field of disability insurance definitely prompts me to feel that
money spent to rehabilitate disabled persons is more realistic than a eash benefit
program. It is amazing how cash benefits to a disabled person can destroy that
person’s incentive to recover. In contrast to that deplorable condition I call
your attention to the fact that of 600,000 disabled war veterans who recejved
vocational rehabilitation training, 95 percent are employed and their earnings
are $400 per year above the national average income.

Pursuant to the presently proposed liberalization the next probable steps
would be proposals to_provide benefits for dependents of totally disabled workers,
elimination of minimum eligibility age for such workers and addition of a pro-
gram of benefits to temporarily disabled workers.

I am shocked when I study the factors of cost to the taxpayers that H. R.
7225 will produce as estimated by the Department of Health, Education, and
Welfare. I commend to your thoughtful study that Department’s estimates.

Therefore, I am opposed to the proposed increase in OASI tax rates unless
and only unless the proposals for cash disability benefits and lowering the
eligibility age for women are enacted into law, thus increasing the cost of the
OASI program.

With personal regards, I am

. Sincerely,

PHIL R. HUSSEY.
(Whereupon, at 12: 30 o’clock, the hearing adjourned to reconvene
at 10: 15 a. m., Wednesday, Febrt’mry 15, 1956.) : o
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WEDNESDAY, FEBRUARY 15, 1956

UNITED STATES SENATE,
Committee on Finance,
Washington, D. C.

The committee met, pursuant to recess, at 10:15 a. m., in Room
312, _ggnate Office Building, Senator Harry Flood Byrd (chairman)

residing.
P Present: Senators Byrd (chairman), George, Barkley, Williams,
and Carlson.

Also present: Elizabeth B. Springer, chief clerk.

The CuarmaN. The meeting will come to order. Several Senators
will be in shortly.

I submit for the record a report from the Tennessee Valley Author-
ity expressing approval of sections 104 and 201 of the bill.

TENNESSEE VALLEY AUTHORITY,
Knoaxville, Tenn., February 16, 1956.
Hon. HarrY F. BYRD,
Chairman, Committee on Finance,
Senate Office Building, Washington 25, D. C.

DEeAR SENATOR BYrD: This is in response to your letter of February 6 ,1956,
in which you requested a report on H. R. 7225, embodying the social-security
amendments of 1955.

Sections 104 and 201 of the bill are of great interest to TVA, since they provide
for extension of old-age and survivors insurance coverage to TVA employees
who are members of its retirement system. We favor this proposed extension of
coverage.

The gl‘VA retirement system was established in 1939. Its benefits are generally
comparable to those provided under the civil-service retirement system, although
the features of the plan are different and the TVA system is set up on a funded
basis. It was devised to meet the particular needs of TVA. One of the charac-
teristics of TVA employment is that employees are likely to interchange with
private employment to a greater extent than do employees of the regular Gov-
ernment departments. This, we believe, makes particularly appropriate and
desirable extension of OASI coverage to members of the TVA retirement
systens. In the absence of such coverage, employees coming to TVA from private
employment must sacrifice in whole or in part credits which they have already
earned under the OASI system. Extension of OASI coverage to TVA employees
belonging to its retirement system was specifically recommended by the Kaplan
committee. . .

We propose, if OASI coverage is extended to members of the TVA retiremnt
system, to put into effect a plan for modifying the benefit and contribution pro-
visions of the system. Specifically, we would reduce the TVA contribution to
that system by 2 percent on the first $4,200 of annual salary of employees under
the system. Accordingly, there would be no increase in total cost to TVA as
a result of inclusion within OASI coverage so long as the employer contributions
to OASI remain at the present 2-percent figure. Payments to the TVA retire-
ment system required of employees would also be reduced 2 percent on their first
$4,200 of annual compensation. The cost to TVA and its employees would,
of course, increase in the future, as it will for employers and employees gen-
erally, to the extent that the OASI tax rate increases.

495
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Under the plan we would propose to adopt; TVA employees covered by _bOth
systems would be entitled at age 65 to a pension paid for by TVA’s contributions.
This pension would involve payments equal to 1 percent of their average salary
for the 5-year period of highest earnings multiplied by the number of years of
creditable TVA service, less an amount equal to one-half percent of the first
§4,200 of annual compensation for years of service occurring after the date OASI
coverage becomes effective. In addition, each member would receive an annuity
amounting to exactly what his own contributions could buy on the basis of
established annuity and mortality tables. The benefits which have accrued to
members prior to the effective date of OASI coverage would, of course, not be
affected. This feature of the plan would allow somewhat larger benefits per
yaer of service to present older employees already near age 65 because OASI
benefits, unlike the benefits of the TVA system, are not in proportion to length
of service. This is particularly desirable from TVA’s point of view because the
agency is relatively new; none of our employees have had more than 22 years
of TVA service, and most of them have had considerably less. Therefore, the
TVA retirement system benefits are not now by themselves adequate for retire-
ment in many cases. The advantage of combined benefits under the proposed
plan diminishes gradually with the age of the individual at the time of coverage.
The major advantages for the younger employees would be the provision for
dependents through OASI survivors’ benefits, and the continuity of protection
for employees who come from private industry or leave for private employment.

Apart from the question of coverage for TVA employees who are members of
its retirement system, there is one technical problem of general application in
connection with the proposed legislation which we should like to mention. The
present social-security law fixes the starting date as January 1, 1951, and pro-
vides for a dropout period of either 4 or 5 years, depending on whether employees
have 20 quarters of coverage. Older employees now covered for the first time
will be seriously disadvantaged unless a new starting date is provided or the
dropout period lengthened, since their periods of uncovered employment subse-
quent to January 1, 1951, will exceed those presently provided for dropout
periods.

If your committee would like to have a fuller expression of TVA’s views on
this bill, we would be glad to have our Director of Personnel appear before your
committee in order to present our views in greater dettail and to respond to
questions the committee may have with respect to OASI coverage for affected
TVA employees.

In view of your request that a report be submitted to you at the earliest date
possible, this letter has not been submitted to the Bureau of the Budget.

Sincerely yours,
HegrpErT D. VOGEL,
Chairman of the Board.

The Cmamrman. The first witness is Mr. Nelson Cruikshank of
AFL-CIO. We are very much pleased, sir, to have you before the
committee again.

Y ou may proceed.

STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPART-
MENT OF SOCIAL SECURITY, AMERICAN FEDERATION OF LABOR
AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, ACCOMPANIED
BY ANDREW J. BIEMILLER, MRS. KATHERINE ELLICKSON, AND
JOHN W. GREENE

Mr. CrutgsHANK. Mr. Chairman and members of the committes,
my name is Nelson H. Cruikshank, and I am director of the depart-
ment of social security of the American Federation of Labor and
Congress of Industrial Organizations.

I am accompanied this morning by Mrs. Katherine Ellickson of my
department, assistant director; Mr. Andrew Biemiller,, who is a
member of our legislative department ; and Mr. Greene, who comes up
here from the Tennessee Valley. He is a member of the executive
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board of the Tennessee Valley Trades and Labor Council and repre-
sents that organization and the labor unions of that area affiliated
with the council.

It is a privilege to appear before your committee today as spokes-
man for the 16 million members of unions aftiliated with our merged
labor federation.

, Virtually all of our members are covered by the old-age and sur-
vivors insurance program or the comparable Government programs
for railroad workers and career civil-service employees. We can
assure you that our members wholeheartedly support the basic prin-
ciples which Congress has written into the national social-insurance
programs.

You will recall that in 1953, when the United States Chamber of
Commerce was asking for sweeping revisions that were contrary to
the accepted principles of the social-security system, the labor move-
ment, together with other liberal groups, rallied energetically and suc-
cessfully to its defense.

We mention this because some of the witnesses who are opposing
further improvements in social security appear to be actually in doubt
about the entire program. When they ask for further study, they are
carrying on the battle which they lost in 1954.

Thus President Riter of the National Association of Manufacturers
has said that the old-age and survivors insurance system “is still an
unproven social experiment.” That was a statement of February 16,
1955, filed with the Joint Committee on the Economic Report.

The resolution on social security adopted by the House of Delegates
of the American Medical Association on December 1, 1955, says that
“there has never been an adequate objective, unbiased study” of old-
age and survivors insurance, ignoring a long record of such studies.
The AMA resolution also declares “liberalizing amendments to the
Social Security Act have been so frequently enacted in election years as
to justify the inference that political expediency rather than sound
public policy was their motivation.”

In this case, as in other statements, the AMA resolution reflects a
lack of trust in the people of the United States and their elected repre-
sentatives. The most charitable evalution of such a statement is that
it reflects ignorance of the years of painstaking study by Congress and
the committees of both the House and Senate.

If we wished to cause delay, we likewise could raise many questions
and suggest many additional remedies. But we are interested in
action now by this Congress on at least the minimum program for
improvement embodied in the bill now before this committee, namely,
H. R. 7995. Just last week at the first midwinter meeting of the
executive council of the merged federation the council unanimously
approved the recommendation of its social-sqcurity‘ commiptee to
support the enactment of this measure as an immediate legislative
objective. o ) .

More far-reaching objectives were unanimously adopted in a reso-
Jution by the recent AFL-CIO convention in December supporting—
comprehensive expansion and improvement of the existing system of old-age and

survivors’ insurance to provide adequate benefits as a matter of right to the aged,
the permanently and totally disabled, and those suffering from temporary illness

or accident.
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Favorable mention was made of the Lehman-Dingell bill, which
both the AFL and CIO supported in 1954. Specific proposals not
covered by H. R. 7225 for improving social security were endorsed
by the convention, but rather than reading the resolution in full we
are appending it and asking that it be included as part of our state-
ment.

I have that resolution here, Mr. Chairman, and I would like to give
it to the reporter, with your permission, for inclusion in the record.

The Cuamman. That may be included in the record.

(The resolution referred to is as follows:)

RESOLUTION ADOPTED BY FIRST CONSTITUTIONAL CONVENTION, AMERICAN FEDERA-
TION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, NEW YORK CITY,
DECEMBER 7, 1955

OLD-AGE AND SURVIVORS INSURANCE, DISABILITY INSURANCE, AND PUBLIC ASSISTANCE

During the 20 years it has been in existence, the national system of old-age
and survivors insurance has fully proved its worth. Most Americans are now
contributing regularly to the trust fund, and over 7 million persons are receiving
benefits.

Our members are well aware, however, of serious limitations that remain in
the OASI legislation. In spite of amendments which organized labor helped to
secure in recent years, benefits are still too low, no insurance payments are
made for permanent and total disability or temporary disability, and many
workers do not receive any protection.

The Lehman-Dingell bill, which both the AFL and the CIO supported in 1954,
would have substantially remedied these shortcomings.

The House this year passed a bill (H. R. 7225) which was supported by
organized labor and which embodies important though restricted forward steps.
It would initiate the payment of benefits to the permanent and totally disabled
at age 50, with the same eligibility requirements now provided for freezing
the pension rights of such disabled persons. For women, the bill would lower
the qualifying age for OASI benefits to 62 years in recognition of the fact that
many wives are younger than their husbands and that older women have even
greater difficulty than men in obtaining steady employment.

The House bill would likewise extend coverage to additional groups, including
employees of the TVA and many self-employed professionals. It would continue
benefits for disabled dependent children of beneficiaries after age 18.

To finance these improvements, a one-half-percent contribution by employers
and employees would be added to the schedule previously enacted. An advisory
council on social-security financing would be established to review the status
of the trust fund in relation to the long-term commitments of the program. These
provisions are consistent with the historic position of American labor in support
of a social-security system soundly financed on a long-term basis.

This House bill is now awaiting action by the Senate Finance Committee.
Unfortunately, powerful groups, including the United States Chamber of Com-
merce and the American Medical Association, are planning a strenuous fight
ggailtl‘:t these long-overdue changes, especially the provision for disability

enefits.

While labor has emphasized the development of rounded social-insurance pro-
grams under which benefits are paid without a needs test, our unions have also
favored improvements in the public-assistance provisions of the Social Security
Act designed to provide decent incomes for those not adequately reached through
social insurance. In many States payments to the aged, dependent children,
and other groups are pitifully small, and the terms for qualifying are too harsh.
Proposals such as those of the United States Chamber of Commerce for elimi-
nating Federal grants for public assistance overlook the common national interest
in the health and welfare of old people. Some attention to the public-assistance
programs must be given by Congress this year because of the coming expiration
of a special $5 a month Federal grant: Now, therefore, be it

Resolved, This convention supports comprehensive expansion and improve-
ment of the existing system of old-age and survivors insurance to provide ade-
quate benefits as a matter of right to the aged, the permanently and totally dis-
abled, and those suffering from temporary illness or accident.

- — o e——
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The provisions for improving benefits should include the following :
1. An increase in the wage base to keep pace with rising wage levels;
2. An annual increment of one-half of 1 percent of the primary benefit for
each year of contributions ;
3. A 2-percent increase in the primary benefit for each year of continued
employment beyond age 65; .
4. The inclusion of tips as wages.

The success of the OASI program and of other social-insurance systems which
provide disability benefits has amply demonstrated the practicality and value
of such measures. We likewise favor use of OASI funds to aid in vocational
rehabilitation of disabled persons so that they may become self-supporting.

We favor continuation of Federal grants for the public-assistance programs,
more adequate assistance payments to individuals on a basis consistent with
human dignity and self-respect, and removal of harsh requirements with regard
to eligibility and residence.

We shall continue our efforts to achieve adequate social security both through
collective bargaining and through Federal and State legislation.

Mr. CruissHANEK. To further facilitate early action by your com-
mittee, we shall deal today primarily with the provisions of H. R.
7225.

The most important feature of this bill is the provision of benefits
for the permanently and totally disabled at age 50. This provision
would add additional insurance protection for all those now covered
by the program. None of us knows when crippling accident or dis-
eases may strike, and all would benefit by the provision of cash bene-
fits in case we should be the ones to suffer. ) )

Because of its importance, we offer a more complete discussion of
disability insurance later in this statement. We shall dispose first
of the other sections of the bill for which we also strongly urge your

support.
REDUCTION IN AGE OF RETIREMENT FOR WOMEN

The AFL and CIO have in the past appeared before congressional
committees favoring reduction in the minimum retirement age for
women from 65 to 60. The executive council last week voted to re-
affirm this position, rejecting, on the recommendation of the social-
security committee, a number of resolutions calling for the lowering
of the age of retirement for all covered workers.

The Advisory Council on Social Security to the Senate Committee
on Finance, created by the 80th Congress, unanimously recommended
that “the minimum age at which women may qualify for old-age
benefits (primary, wife’s, widow’s, parent’s) should be reduced to 60
years.” That appeared on page 43 of the Advisory Council’s Report
on Old-Age and Survivors Insurance.

If the retirement age for women is lowered to 62, monthly benfits
would go to about 800,000 additional women in the first year: They
would consist of about 300,000 women workers, 300,000 wives of re-
tired workers, and 200,000 widows and 3,000 dependent mothers of
deceased workers. If the age were lowered to 60, a substantially larger
number in each category would be eligible if they wished.

The most compelling reason for reducing the retirement age for
women is that wives in many cases are younger than their husbands,
If the husband has to cease work at 65, he may be entitled to only $50,
$60, or $70 a month. Many aged couples are striving to make ends
meet on such miserable amounts. Some have to turn to public assist-
ance for extra aid.
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Under the amendments enacted in 1954, average benefits have risen.
But no one—except at the minimum—gets more than 55 percent of
his average monthly wage, which may already have been reduced
below full-time monthly earnings by periods of unemployment or ill-
ness. A person with the highest possible earnings credit of $350 a
month would receive at most $108.50 or not more than 30 percent of
his full-time earnings. To refire means a substantial sacrifice of liv-
ing levels unless additional sources of income are available, as is the
exception rather than the rule. )

If the wife is likewise entitled to a benefit, 50 percent is added to
the couple’s income from OASI. The combined benefits provide some-
thing more closely approximating a decent level of living. Medical
expenses alone may become a heavy burden, and aged people usually
have little or no insurance protection to meet such costs.

If the age of retirement is lowered for aged wives and widows, a
similar privilege should logically be granted to women who have been
supporting themselves and thus paying their own contributions
toward retiremnet. Under this bill, such women would not be forced
to retire at age 62—they would be permitted to draw benefits if they
wished.

The AFL-CIO is on record for removing discrimination against
women and giving them equal opportunity in employment and ad-
vancement. We do not believe that the privilege of earlier retire-
ment is discriminatory. In some ways, the lower age of possible
retirement should open up new opportunities for older women who
are seeking jobs since their prospective employers would know that
they could retire at 62 if they suffered from ill health as they ap-
proached age 65.

EXTENDED BENEFITS FOR DISABLED CHILDREN

The bill would provide for continuing the payment of benefits after
age 18 to a child who becomes permanently and totally disabled before
that age. The mother would also be eligible for benefits. This pro-
viston would mean much to the families thus aided, but its overall
cost is very slight. We urge your support for this improvement,
including the House safeguard that disabled children be referred
promptly for rehabilitation and that benefits be suspended for refusal,
without good cause, to accept rehabilitation services.

EXTENDED COVERAGE

We support broad coverage so that as many people as possible may
benefit from this Government program or a comparable one. We are
gratified that the lawyers have now indicated that they wish to be
ncluded.

We have been trying to tell the doctors, Mr. Chairman and members
of the committee, that it would be to their advantage to be included.
But while we find it usually of advantage to take the doctors’ advice.
the doctors do not seen to want to take our advice. However maybé
they will take the advice of members of another profession who have
now made quite a study of this,

Senator BarRkLEY. You do not take the doctors’ advice on legis-
lation?

Ve

-
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Mr. CruiksHANK. No, sir; we do not. We hope they will take the
advice of the lawyers in this case.

We urge especially that you extend coverage to the 13,000 workers
of the Tennessee Valley Authority who have indicated their desire for
this protection. It is also desirable to include workers engaged in
the production of turpentine and gum naval stores.

As T indicated, Mr. Chairman and committee members, I am accom-
panied by Mr. Greene, who is a member of the executive board of
the Tennssee Valley Trades and Labor Council. He has a state-
ment to introduce in the record in support of coverage of TVA
employees.

We recommend that you extend social-security coverage to those
intermittent building trades workers who are hired from time to time
by the Architect of the Capitol. These are employees who are nor-
mally in covered employment.

We hope you will resist the argument that many agricultural
workers now protected should be excluded through requiring an addi-
tional specification as to length of employment or weekly payment.
You will recall that President Eisenhower, on the recommendation
of an advisory group, recommended a more liberal provision in regard
to farm labor than was adopted by Congress in 1954.

Migratory workers badly need social insurance in view of their
low incomes and other disadvantages. The Nation should help im-
prove their lot, making it possible for them better to provide for the
health and education of their children and so that jobs of this type
will attract sufficient workers.

DISABILITY INSURANCE

Our support of the disability insurance provisions of H. R. 7225 as
an immediate objective arises from our belief that such a program is
urgently needed and that this bill contains necessary elements of a
successful insurance program.

The definition of disability is the same as for the existing freeze of
pensions rights, namely :

Inability to engage in any substantial gainful activity by reason of any medi-
cally determinable physical or mental impairment which can be expected to
résult in death or to be of long-continued and indefinite duration.

Emphasis is placed on rehabilitation so that the person may be
restored to productive work and no longer require benefits. But
where rehabilitation is not possible, and for the first year during which
a new earning capacity is being tested, the individual receives the
benefits each month as a matter of right, with no means test.

To be eligible for benefits, a worker would have to have had 5 years
of coverage in the last 10 years and be in fully and currently insured
status under the Social Security Act. The disability would have to
be in existence for at least 6 months before monthly benefits would
be payable. The worker would also have to have reached the age
of 50. This limitation is more severe than need be, in our opinion,
since we believe a younger person who has had the necessary continu-
ity of employment and substantial attachment to the labor force and
who is disabled is equally entitled to protection.
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Nevertheless, the essential parts of a sound program are included,
a}rlld the Nation would benefit greatly through early enactment o
the bill.

In view of the limitations, only a portion of the permanently and
totally disabled persons in the Nation would be entitled to benefits.
On an average day, an estimated 2.2 million persons age 14 to 64 are
prevented from seeking work as a result of disability that has lasted
over 6 months. Under the House bill, perhaps 250,000 individuals
would receive disability benefits in the first full year of operation.
The figure would rise thereafter, perhaps to 1 million disabled bene-
ficiaries after 25 years. Certainly this is not such a broad program
as to warrant feart about dangerous abuse or ill effects on the trust
fund.

In the first full year of operation, the total cost may be about
$200 million or only one-tenth of 1 percent of taxable payrolls.
Averaged over a long period, the cost might be 3 or 4 times as
much, but not equal to one-half of 1 percent. These are the offi-
cial intermediate cost estimates, which may again prove to be too
high. This minor cost would probably not by itself require any
immediate change in financing provisions since this fractional per-
centage increase might well be absorbed as a result of rising total
payrolls. .

However, we fully support the increased contribution rate pro-
vided for in the bill to meet the improvements in the program.
The necessary increases should take effect at the time the additional
protection is provided.

While the number of persons who become totally and perma-
nently disabled is fortunately only a small fraction of the total,
none of us knows when this catastrophe may affect any one of us.
Without such insurance benefits, persons who are disabled suffer
a threefold loss which may wll prove overwhelming: They can no
longer earn, they have heavy expenses for medical and nursing care,
and the future seems without hope, since savings will soon dwindle
away.

Wives, children, and other dependents share in the suffering.
Poverty and dependency now afflict millions because long-term dis-
ability was left out of the national insurance program.

The well-known connection between disability and low incomes

was emphasized by the Joint Committee on the Economic Report
in its Program for the Low-Income Population at Substandard
Levels of Living, published this year. The committee agreed that—
the Federal Government possesses direct responsibility for expanding social
insurance and other programs to provide protection against the contingen-
cies of temporary disability and permanent total disability.
The committee joined in recommending that Congress consider
legislation for permanent and total disability insurance. Sena-
tor Flanders, in a footnote, urged “great caution,” which we be-
lieve this bill reflects.

How ironic it is merely to freeze future benefit rights for a
man disabled long before age 65. His disability has already been
duly certified and accepted, yet he cannot receive any monthly in-
come for many years. If cash benefits were made available at once,
he would be more likely to respond to opportunities for rehabili-
tation and thus again become a productive member of the community.

~
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Public assistance sets a limit to family suffering from economic
needs, but is not a substitute for social insurance. For disability,
as for retirement, a national-insurance program is required, availa-
ble to all who are regularly in gainful employment so that bene-
fits may be obtained as a matter of right without a test of need
and without regard to residence.

The experiment with substituting public assistance for the per-
manently and totally disabled, which the Senate accepted in 1950,
has not met the problem. Hundreds of thousands of persons have
getlanl a1<lied, but far greater numbers have been left the flounder

elplessly.

even States and Alaska are still not operating a program of assist-
ance to the permanently and totally disabled. Nearly a fifth of the
Nation’s population resides in these areas. Seven of the States which
have a program define disability very severely. Many States have
overstrict requirements as to need, so that savings must be virtually
exhausted before a person is eligible. IEven a life-insurance policy
with a cash surrender value of $1,000 may have to be given up as a
condition for assistance. The payments are very low in many places,
not providing the medical care, food, and general environment that
would facilitate recovery. In November 1955 the average monthly
payment to the permanently and totally disabled was $55.59.

Millions of people in this country have no practical channel other
than social insurance through which they can hope to acquire protec-
tion as a matter of right in case of permanent and total disability.
Disability-income benefits can be purchased by an individual only
through whole-life, term, and endowment policies. Of the 30 largest
insurance companies, only 12 sell such protection to men and only
2 to women. No company pays disability-income benefits on dis-
abilities that occur after age 60. Eight include only disabilities prior
to age 55. If anyone wants to buy such protection from a private
insurance company, he must undergo a rigorous physical examination
and may be denied approval. If accepted, the expense may be greater
than he wishes to undertake or than he finds he can continue to in-
clude in his budget. i

These, of course, are restrictions, gentlemen, that are inherent in
policies individually sold, because in such individually sold policies,
there is an inescapable adverse slection. Such restrictons on dis-
ability insurance are not inherent in a comprehensive, compulsory,
social-insurance program.

Our unions have had some success in securing collective bargaining
agreements that provide benefits for permanent and total disability
a%ter 10 or 15 years of service. But such protection is usually lost if
the worker is discharged or moves elsewhere, and millions of workers,
farmers, and small-business men will not possibly be covered by group
insurance. _

Only Congress can provide the opportunity for most Americans to
purchase insurance protection for long-term disability.

By taking this action, a great social need which otherwise threatens
the present old-age and survivors insurance Erogram will be met.
You have undoubtedly received letters urging that the retirement age
for men be lowered to age 60, as we have received them. This is a
patural demand while there is no provision for the large numbers
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who cannot continue working after age 60 and find their savings
dwindling away while they wait to become 65.

Reduction of the retirement age for men to 60 would add a very
large cost since many persons would probably retire who would other-
wise keep on working and paying into the system. We believe the
large sums involved can be used more usefully to provide disability
benefits for those unable to work and to improve benefits in ways sug-
gested by our convention resolution. ) )

What arguments are made against disability insurance to be weighed
against its constructive contribution to family security and individual
selfreliance?

The American Medical Association and others raise various ques-
tions suggesting that the program could not be properly administered.
Yet experience over decades has yielded a tremendous volume of evi-
dence that supports our position.

Abundant experience has now been obtained right within the opera-
tions of the present old-age and survivors’ insurance program itself.
Congress decided in 1954 that it would be possible to determine
whether people were permanently and totally disabled and, if so, to
Ireeze their pension rights during such disability. Arguments com-
parable to those now being used were advanced to oppose your de-
cision.

The freeze, as it is so called, is nevertheless operating successfully,
vindicating the opinion of your committee and the Congress that the
administrative problems could be solved. Final action has been taken
in well over 100,000 cases, and more than 70,000 claims of disability
have been allowed. Thirty-eight percent have been denied. One hun-
dred and forty-two thousand cases are being processed, with thou-
sands being acted on finally each week. Under the definition you
adopted in 1954, the impairment must be “medically determinable.”
1f it isn’t, the claim is denied. The thousands who clearly have such
an impaitment are protected ; those whose cases present too great diffi-
culties in determination are excluded.

The Social Security Administration has already developed machin-
ery and procedures for obtaining necessary medical information and
for making administrative decisions on eligibility with the coopera-
tion of State agencies. A representative medical advisory committee
has cooperated in the program and continues to function. We pre-
sume you already have its report of July 1955, embodying its rec-
ommendations,

An extensive State manual has been developed for the use of person-
nel engaged in disability freeze operations. The manual includes
medical guides and standards for evaluating disability which were
formulated with technical advice from the Medical Advisory Com-
mittee. Fssential forms have been issued on which the individual’s
own doctor furnishes necessary medical information.

We have talked with various persons who know of the operation of
the disability freeze. Our resultant impression is that the freeze
has proved practical and valuable. Evidently the doctors, with neg-
ligible exceptions, find they can furnish the necessary information and
are willing to to so. Some doctors at first erroneously thought they
would have to pass judgment on the person’s inability to engage in
any substantial gainful activity, but this, of course, is handled by
agency personnel. ’

e — e
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We are reciting this information, gentlemen, because it boils down
to the fact that to a very large degree, the qustion that is before
you has been decided. The agency has established the fact that it
can determine disability and establish rights under the existing pro-
gram using the same definition which is in this bill.

We have seen no complaints about the operation of the freeze. Cer-
tainly the Department of Health, Education, and Welfare would
ask for changes in the setup if they were dissatisfied with either the
definition Congress enacted in 1954 or with the administrative ar-
rangements that could be made.

Here is a carefully developed system which could readily be adapted
to the change embodied in H. R. 7225 of paying benefits at once when
disability has been determined under the same definition now in use.

Thousands of plans involving payment of benefits for long-term
disability are in operation today. Hundreds are public programs for
emplovees of States, counties, cities, and school districts. The Fed-
eral Government itself has for years been paying such benefits, with-
out substantial eriticism, to its own employees, to members of the
Armed Forces and to veterans.

Under the various Government programs, about half a million
persons are today receiving cash benefits for long-term substantial
disabililty, reasonably comparable to the disability covered by the
freeze and H. R. 7225. This estimate is based on Government figures
showing the number on the rolls for such benefits in 1954. Persons re-
ceiving retirement pensions are not included.

And we list here these 8 or 9 categories which total to 465,000, which
adds up to the fact that persons who say that the Government cannot
administer a disability program, apparently shut their eyes to the fact
that it is administering a number of such programs.

(The list referred to is as follows:)

Veterans with 70 percent or more disability :

World War I__ e 41, 000
Korean confliet______ __ e __ 18, 000
World War II_ _— — - 128,000
Regular Establishment ________________________________________ 10, 000
Railroad retirement____ o 85, 000
Federal civil service - _— - 57,000
Federal noncontributory — O, 81, 000
State and local government retirement plans—_______________________ 45, 000
Total o o 465, 000

Source: Social Security Bulletin, September 1955, p. 30, and Annual Report of the
Veterans’ Administration, 1954.

Mr. CruiksHANK. Thousands of private systems also exist, some
run unilaterally by employers, some achieved through collective bar-
gaining. For decades, doctors have cooperated in the administration
of Federal and State workmen’s compensation laws, under which huge
numbers of permanent disability cases have been determined. The
public-assistance programs have already been mentioned.

Some of these programs could be improved, but so far as we know
there has been no serious contention in any important instance that
the entire form of protection should be abandoned because of diffi-
culties in securing cooperation from doctors, in preventing abuse, or
in making determinations.

Our ]a%or unions are in touch with these problems through both
the Government programs, which may affect their members, and

73192—56—pt. 2——6
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‘through negotiated plans. We have not heard complaints from eor-
porations that these negotiated plans for the disabled are not working
satisfactorily. On the contrary, we understand from our affiliated
-wunions that in important instances the amount of payments has been
far lower than anticipated and there have been virtually no formal
«disputes about determinations in individual cases.

Now, gentlemen, I have received an advance statement that Mr.
Reuther, president of the United Auto Workers, is planning to send
to you. In that statement he cites his experience and notes that
while they provide for arbitration if disputes cannot be settled, in
Tno cases, covering thousands of workers, have they had to go to the
arbitration level. The doctors, the claimants, and their company have
‘been able to settle these between themselves.

(The statement of Mr. Reuther was later submitted for the record by
the chairman and appears at p. 672.)

Mr. CruiksuanNk. Qur unions have had years of experience with
the Railroad Retirement Act, under which payments for permanent
and total disability have been made for two decades. Some changes
and improvements have been made in the program during that time,
but the general direction has been towards covering a larger percent
-of railroad employees.

In anticipation of these hearings, we made inquiries as to the
success of the Railroad Retirement Board in meeting relevant problems
-of administration of disability benefits. Mr. Horace Harper, a mem-
ber of the Railroad Retirement Board, wrote us on December 16, 1955,
stating that there has been general satisfaction among representatives
of employers and employees with the Board’s administration of the
-system. Mr. Harper says, among other things, that—
the Board has a list of some 5,000 doctors located throughout the United States
upon whom it may call to conduet examinations for the Board upon a fee
‘basis. The list was obtained through the cooperation of the American Medical
Association and the Industrial Medical Association, who regularly cooperate
‘with the Board with respect to such matters.

In view of the successful record of cooperation by thousands of
doctors with many types of disability programs, does the American
Medical Association really believe that cooperation with the Social
Security Administration for a general program of disability insurance
would be impossible? Or is it again opposing an essential social
measure because of unrealistic fears of Government controls that
might some day be enacted ?

Now, when we are dealing with a problem of this kind, gentlemen,
we like to talk with doctors who have had practical experience in
these areas. We checked our position with some of the medical men
‘who are administering disability and health programs for unions.
I have replies from some of those, including Dr. Leo Price, who suc-
-ceeded his father as medical director of a program that is over 35 years
'old, and which for 10 or more years has had a disability provision
in it, and from Dr. Brand of the Sidney Hillman Health Center in
New York, and Dr. Baehr of the Health Insurance Plan of New York.

These men have assured us that from a medical standpoint, this
program 1s, in their opinion, operable, based on their experien,ce in
operating such programs for large numbers of people. .

I have their statements. They are too long to read, but if any of
tthe committee members would care to look into the op,inions of these
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medical men who were selected because they are actually operating
programs, I would certainly be more than happy to make their state-
ments available. And they would also be glag to appear, if you want
to question them.

The Social Security Administration, which would be responsible for
administering disability insurance, has not indicated any hestitation
about its ability to do so efficiently. Mr. Arthur Altmeyer, who had
been the head of the agency during the period when the social-security
programs were originally established, appeared before your commit-
tee In January 1950 in support of such a program. He did not fear
the proposals of your advisory council and the House bill for insurance
for the permanently and totally disabled but, on the contrary, he rec-
ommended less severe eligibility requirements and the payment of
benefits to dependents as well as to primary beneficiaries.

We understand that the Social Security Administration has made
detailed studies of administrative problems, with special reference to
the experience and procedures of such agencies as the Railroad Retire-
ment Board. Since Mr. Altmeyer testified in 1950, considerable addi-
tional experience has become available under the many Government
programs, the private programs, and the disability freeze itself. No
one in the Social Security Administration has indicated that the
agency has changed its position as to the feasibility of administering
permanent and total disability insurance.

The efficiency with which old-age and survivors insurance is admin-
istered has won wide recognition among public administrators and
business groups. It would be extraordinary if the Social Security
Administration could not also run an additional program similar to
thousands that already are being operated satisfactorily elsewhere.

‘We do not mean there would be no problems—every social advance
involves overcoming difficulties in order to obtain benefits.

Such an outery has been raised by the AMA and others about the
lack of adequate study of disability insurance, that a brief review of the
record may be helpful in assaying the merit of the allegation. Actu-
ally, this proposal has been studied more extensively and over a
longer period than most programs before their enactment.

Some preliminary studies were made back in the mid thirties when
the Social Security Act was being shaped and initiated. In 1938, the
Advisory Council on Social Security recommended permanent and to-
tal disability insurance, but was divided on its timing. In 1939, the
President transmitted to Congress a report of the Interdepartmental
Committee to Coordinate Health and Welfare Activities recommend-
ing permanent disability insurance benefits. A similar formal rec-
ommendation was made by the Social Security Board in 1941. The
Advisory Council on Social Security to this committee, established by
the 80th Congress, and composed of representative citizens, made an
extended study of the matter. Its members voted 15 to 2 in favor, and
so reported to you. In May 1948, and again in 1949, the President
recommended the enactment of such a program to Congress. In
1949, the House Ways and Means Committee held hearings over a pe-
riod of many weeks on this proposal and other phases of social se-
curity. The House then passed a bill embodying a disability insur-
ance program not unlike that which it again adopted in 1955.
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Your committee held extended hearings on the House bill in 1950,
receiving much testimony and evidence on disability insurance and
other matters. In 1954, the disability freeze, which had been con-
sidered earlier, was enacted after hearings. .

In view of this long record of study, how can it be seriously con-
tended that your committee is not in a position to pass on the matter
at thissession ? .

Another hollow argument is that the unfavorable experience of
private insurance companies early in the thirties shows that disabil-
1ty insurance is a dangerous proposition. This matter was consid-
ered at length by your advisory council in 1948, and I had the privi-
lege of participating in its discussions at that time. The 2 minority
members failed to convince the other 15 that such earlier private ex-
perience was conclusive. )

Under private insurance, the amount of benefits is not related to
earnings, and the companies did not attempt control of this angle.
A dverse selection of risks naturally tends to occur under self-selection.
The tremendous decline in incomes, widespread unemployment, and
general anxiety of the 1929 depression aggravated the situation.

Social insurance such as we propose avoids adverse selection and
keeps benefits to a given proportion of earnings. These and other
relevant matters were discussed in a Social Security Board report 17
vears ago exploring the earlier experience which is still used to argue
against H. R. 7225. Comparisons between social insurance and com-
mercial insurance are not always relevant because of the basic differ-
ences in the two types of programs.

These various arguments you are hearing against disability insur-
ance have been thoroughly explored. Congress has itself repeatedly
concluded that it is feasible to make determinations of permanent and
total disability and that it is desirable to pay benefits to persons suffer-
ing from such disability. The disability freeze of 1954 has created
machinery and procedures which pave the way for extending this
additional type of protection to appropriate persons covered by old-
age and survivors insurance.

We hope you will concur in the decision of the House to fill this gap
in the national social-security system.

FINANCIAL ASPECTS

The labor organizations have in the past repeatedly supported a
soundly financed social-insurance system. Thus in 1953 both the
American Federation of Labor and the Congress of Industrial Organ-
izations vigorously opposed proposals for postponing the scheduled
increase in the contribution rate from 114 to 2 percent.

Last December the AFL-CIO in its convention resolution unani-
mously endorsed the financial provisions of H. R. 7225 in the following
words:

To finance these improvements, a one-half percent contribution by employers
and e;nployees' would bp added to the schedule previously enacted. An advisory
council on social-security financing would be established to review the status of
the trust fund in relation to the long-term commitments of the program. These

provisiqns are consistent with the historic position of American labor in support
of a social-security system soundly financed on a long-term basis.

- ——
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The actuary of the Social Security Administration has told you that
the tax increase in the House bill is slightly more than sufficient to
meet the added protection, using an intermediate cost estimate. For
disability insurance alone, the slight additional cost would probably
not be so great as to require an immediate tax increase, as we indicated
earlier. The reduction in the retirement age for women is the larger
cost item, especially in the immediate future.

Our members, through their elected representatives, have indicated
their willingness to meet these costs. They know that through their
contributions to the OASI trust fund they pool their savings very
effectively to provide insurance against common hazards. Social in-
surance is indeed a good buy.

We strongly support the proposal for a representative advisory
council to consider the financing of the program. Under this bill, the
first such council would be appointed after February 1957, and before
January 1958. It would review the status of the trust fund “in rela-
tion to the long-term commitments of the program, evaluating the
financing provisions in relation to the dynamic character and growing
productive capacity of our economy.” Similar advisory councils
would be appointed later prior to other scheduled tax increases.
Through such periodic review, the sound financing of the program
would be enhanced, which is why we support this provision.

Any actuarial estimate necessarily involves many assumptions as
to future developments which may be far from reality in the year 2000.
We favor the development of the best estimates possible, but their
probable margin of error should be recognized.

A representative advisory council can make its own evaluation of
recent and future trends, with the aid of the best experts available, and
can similarly develop its recommendations to Congress on appropriate
methods of financing.

If the advisory council thinks that the cost will be greater than
anticipated, we are confident that our members will continue to be
willing to pay their fair share. If the program seems overfinanced,
then the recommendations might favor reduced contributions or in-
creased benefits.

I am sure this committee fully appreciates the value of the studies
and recommendations that the various representative advisory groups
have made in regard to our social security program. It is on the basis
of this experience and in recognition of the changing financial needs
that we urge the establishment of a statutory advisory council. We
pledged our cooperation in all such projects and the continued sup-
port of our unions for an adequately and soundly financed program.

If you will enact the improvements we have recommended, many
millions of Americans will gain by your action. Life will become
richer for many aged couples. Tens of thousands of disabled will be
stirred to renewed effort at recovery by an assurance of cash benefits
now, rather than in the dim future. One more safeguard against
future loss of income will be provided for tens of millions who cannot
know when disability may come. Through such a cooperative pro-
gram our Nation will win one more battle against poverty and toward
decent levels of living for all.

Thank you gentlemen. If you have any questions, I should be glad
to attempt to answer them if I can.
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The CrarMAN. Thank you, Mr. Cruikshank, for a very compre-
hensive statement.

Are there any questions? . . .-

Senator BarkLey. I would like to ask just one question here 1n re-
gard to the disabilities and arbitrary age of 50. 1 suppose it 1s true
that many men between 40 and 50, or between even 30 and 40, who may
become totally and permanently disabled would be, on a basis of
merit, entitled to it just as well as those above 50. But since some ar-
bitrary age must be fixed—and it has been fixed in this bill at 50—
do you recommend or feel that we could lower it to 40 or any other age?

Mr. CruissHANK. Senator, we feel that the age requirement, of
itself, is not necessary. We do believe, however, that there should be
provisions that require a long, substantial and recent attachment to
the labor market. We do not feel that a disability program, a pro-
gram providing this kind of protection, should make it possible for
people to be out of the labor market and then come back and establish
a connection with the social security system on a short term, and then
be able to claim disability.

We think one of the safeguards should be a long attachment. That
does not need to be tied to a definite age in our opinion. The Rail-
road Retirement Board does not require a definite age, but instead uses
20 years of service in the railroad industry. Therefore, if a man
started at the age of, say 18, then at 38 he would be eligible. Age 60 or
20 years are alternatives.

Now, some such arrangement as that is feasible, as long as it guar-
antees a substantial and long-term attachment to the labor markets.
We think that the guaranty could be made without stating a specific
age. However, the bill names age 50.

We have looked at it and said that we think that is a practical way of
getting disability protection started, and we support that provision
1n this bill.

Senator BarrLEy. You support the 50 age figure? Obviously,
there should be some protection against a case where a man has been
long detached from labor and then comes into it in order simply to
qu]elzlify for a disability pension or compensation or whatever you
call it.

Mr. CruiksHANE. Yes.

Senator BargLEY. And do you recommend any particular length
of time that he should be continuously employed in the labor field?

Mr. Cruiksuank. Well, the total ought to be 10 years, anyway,
over a long period.

Senator GEorGe. Does the bill provide that?

Mr. CrutksHANK. It provides 10 years in addition to age 50, except
that currently fewer years are required because of the recent substan-
tial extension of coverage.

Senator BarkLry. Does that mean continuous employment for 10
years without interruption, or does it take into consideration intermit-
tent employment as may be caused by the shutdown of a plant?

Mr. Cruigsaank. It ought to make allowance for such intermit-
tency in employment, Senator. Certainly we would not want to
}éenahze . man for some interruption over which he had no control.
So the bill as written provides that it is 5 of the last 10 years. And
1t provides also that he has to be fully and currently insured under
the Social Security Act, which is a requirement for substantial attach-
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ment to the labor market, and then has just the additional provision:
of age 50 which, as I say, we are willing to accept.

As I indicated in the statement, we do not think that additional
protection to the system is necessary. But to start the program and.
get it underway, we are willing to accept that, because while there are
people, to be sure, as you said, between 40 and 50, or even younger
who experience a permanent and total disability, the great bulk of
them are at the later ages. You could get many of our disability
cases after age 50.

Senator BargLEY. It is not hard to visualize a situation where a
man has been working for 10 or 15 or 20 years for one employer.
But, supposing he is between 45 and 50, between 40 and 50, and the
plant for which he has been working all these years folds up and goes
out of business and closes permanently. He is out.

Well, at that age he finds it much more difficult to get a job with a
new concern than it was to keep the one he had with the old concern,
because a lot of people do not want to hire anyone who is 45 years old.

In cases of that sort, how much allowance do you give a man
who is thrown out of work because his former employer quits business,
and he is cruising around everywhere, trying to get a new job, and
finds he does not get one for 6 months, maybe?

Mr. CrutesHaNE. Well, under the Social Security Act, there is.
considerable allowance given to protect his retirement rights. He
needs only a minimum of $50 a quarter. And then, in unemployment
compensation, we attempt to provide for his need when he is laid off.

Senator Barrrey. I know that, but I am speaking now of total
dsiability. That might happen to him within a year after he finds
a job. He may have been 6 months out of work, looking for one.

Mr. CruiksHANE. He would still be protected under the provision
of this act. His disability would be protected provided he had the 5
out of 10 years in employment and was fully insured. He would
also have to have 6 quarters out of the most recent 13. But if we made
that any more liberal, Senator, then we would be in danger of having
the intermittent worker getting disability protection, and we think
other programs have to provide for underwriting of his earned income
rather than this.

Senator BarkrLEY. Do you think the intermittency of his employ-
ment or unemployment would be as difficult to determine as the dis-
ability itself?

Mr. CrotksaaNk. Oh, no; the wage records are very clear.

Senator Barkrey. That is all.

The CHAIRMAN. Any further questions?

Senator Grorge. In other words, a man who is close to 45 years
and who has been totally and permanently disabled, on merit, he
should have, say, benefits of a given term at 50. But you are willing
to go along with this 50 to get this experience and demonstrate
how it can work out?

Mr. CruigsEaNK. That is correct, sir.

Senator Georce. Of course, we all recognize there are some diffi-
culties. I have long felt, myself, that a totally and permanently dis-
abled person who has acquired the right to benefits ought to have
consideration under the OASI.

That is all I have.
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The CuarrmMaN. Senator Carlson? ) .

Senator Carcson. I have just one thing, and that is on this 62-year
ago, reducing it from 65 to 62 for women. We have had some testl-
mony that in these private pension plans that have been written, they
have been increasing the age in the last few years.

Is that correct, or what is your information? )

Mr. CruiksaanNk. I do not think many private plans have in-
creased it beyond 65. .

Senator CarLsoN. No; but they have gone up from earlier plans
from 60 to 65.

Mr. CruisHANE. I think most of them have been 65. They have
accepted 65 right along. .

Senator Barkrey. There was some testimony that some of them had
gone from 60 up to 65 in view of the expansion of life, that we all
recognize, in the last quarter of a century, and on the assumption that
those people whose lives are extended are healthier in the later years
than they would have been if there had not been any extension.

Mr. CruiksHaNK. We believe, sir, that the retirement matter should
be a matter of individual choice. We do not believe in a compulsory
retirement system under a governmental program, to be sure.

What we feel this does 1s actually enhance the choice, particularly
of the man who is 65 and whose wife is 2 or 3 years younger.

As it is now, he does not really have the choice until the time when
the other third of the couple’s retirement benefit is available. A third
of the couple’s retirement benefit is now attached to the wife’s age
of 65.

We also believe, of course, that the employed woman should have
the choice of retiring at the age of 62 if she so desires. Now we do
not think there is anything compulsory about this, and there should
not be.

We also are interested in preventing people at the age of 65 from
being automatically “turned out to grass.” Many, many people have
experience and abilities and skills which should not be sacrificed at
that age.

As a matter of fact, as a part of the larger program that I intro-
duced into the record, we want to pay an increment in improved bene-
fits to those who work after the age of 65, rewarding them somewhat
for the fact that they have not withdrawn their benefits and that they
are continuing to pay the tax.

We hope that more useful employment can be found for people
aged 65. But when they are faced with the loss of income resulting
from their advanced age, then the benefits should be available to them,
and should be available to the married couple—the full benefit.

That is why we feel that the age for women should be lowered.

Senator CarrsoN. Your organizations, of course, deal with great
numbers of workers who have private insurance pension plans, and
that is the reason I brought it up, because I believe we do have testi-
mony to that effect, and I was interested in whether we, as a govern-
ment, should go contrary to what seems to be a trend, at least as sub-
mitted by testimony, to an increasing age in recent years on the new
plans that are being written. That is the reason, because they are
vour people.

i
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I mean, they are the same groups.

Mr. CruiksHANE. Oh, yes.

Well, if this were something that was compulsory or that required
all the other plans to follow suit, then I think there would be more to
the argument.

We know, of course, that the wonderful advances made in medical
science and the study of geriatrics and all have extended life
expectancy.

But the fact now is, as you know, that the average age of retirement
of people under the social-security system is not 65, but closer to 68-69.
So that, if that is the average, we know that many of them go on into
the seventies keeping gainful employment.

Then we also have the problem of the widow, which is, I think, one
of the most valuable parts of this program that Congress has enacted—
the protection of the young mother in case of the death of the wage-
earner.

But as you know, when the youngest child is 18, the family benefits
now stop and there is a very difficult gap between that time and the
time a woman is 65. She had withdrawn from the labor market to
raise her family, and it is very difficult for her to go back, particularly
between the ages of 60 and 65. It is very difficult for a woman who
has been 20, 25 years out of the labor market, raising her family, to
go back and get a job.

Now, we reduce that gap for the widow by 3 years in this bill. We
would like to see it 5 years, but it is 3 years in this bill, and that is,
I think, a very valuable thing to do.

Senator Carrson. Of course, you do not draw the line between the
widow, you just go across the board.

Mzr. Cruigsuank. No. No, but it includes the widow, you see.

Senator Carrson. That is all.

Senator Barkrey. Is AFL-CIO the proper name of the new
organization, or are you still shopping around for a good name?

Mr. Cruiksmank. Oh, no, Senator, we settled that.

Senator BargLEY. I have a good suggestion about it.

Mr. CruirsHANK. 1 am afraid you are a little late with your sug-
gestion, but we would always be glad to hear it.

Senator, Mr. Greene has the statement in behalf of the employees
of the Tennessee Valley Authority. I do not think he means to read
it, but he would like to make it a part of the record, with your
permission, sir.

Senator Barkrey. I suggest, Mr. Chairman, not only that, but the
other statements that were referred to awhile ago be made a part of
the record.

Mr. CruiksHANK. Are you referring to the letters of the doctors?

Senator BARKLEY. Yes.

Mr. CRUIESHANK. Yes, sir. I would be very happy to make that
a part of the record.

The Crarrman. There being no objection, that may be done.
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(The documents referred to are as follows:)
NaTIONAL COMMITTEE ON THE AGING OF THE NATIONAL S0CIAL WELFARE ASSEMBLY

RETIREMENT PROGRAM OF THE COAT AND SUIT SECTION OF THE LADIES GARMENT
INDUSTRY IN NEW YORK CITY

(By Leo Price, M. D., director, Union Health Center, Ne\gv York City of the
International Ladies Garment Workers Union)

The following is a preliminary synopsis of a description of a l'e'gn't,L
ment program which has been in effect for only a .few years. Since
its inception the program has been extended cons1_derably _and pro-
duced many changes in viewpoint due to the experience gained.

A collective bargaining agreement in 1944 between the union and the manu-
facturers of ladies coats and suits provided for the establishment of a retire-
ment plan. Under this agreement a retirement board was set up, composed of
representatives of management, labor, and the public. .

Money for retirement benefits was collected through employers’ contributions
of a definite percentage of their payrolls each week to the retirement fund. It
took two years to accumulate sufficient funds to start the program, through
‘which the first pensioner was retired in July 1946. .

A limit had to be placed upon the number of persons who could be retired
each year, since a definite sum must be held in trust to assure each pensioner the
$65 monthly payment for the rest of his life. It was decided to accept applicants
for retirement benefits in the order of the age of the applicant, the oldest persons
being retired first. The minimum retirement age was set at 65.

In 1949 the experience of the program was reviewed and the board amended the
rules to provide premature retirement of workers over 60 years of age who were
totally and permanently disabled. A medical review board was organized to
examine applicants for premature retirement to decide whether the disability
presented was of a total and permanent character.

The medical director of the industry’s Union Health Center was designated
chairman of the medical review board, which was to be composed of three
physicians.

The procedure established by the medical board to evaluate disability consists
of a painstaking and thorough examination by one of the physicians on a selected
panel. A physician on the medical review board also is present at the actual
examination of the applicant for retirement. A urinalysis, complete blood count,
sedimentation rate determination, serological examination, blood urea nitrogen
test, large chest X-ruy and electrocardiogram are done, as well as a routine
examination of the eyes by an ophthalmologist. Any other specialist or diagnostie
investigation found to be necessary to evaluate disability is also done.

A thorough working history and record of the applicant’s performance in the
industry is secured through the union office. During the examination con-
siderable time is consumed by the physician in discussing with the applicant
his reasons for retirement, his domestic environment, his earnings, his medical
background. The record of past illness is supported by certificates from
physicians who have treated him previously. His medical record at the Health
Center is studied, if he has been a patient. His record of claims for benefits for
temporary disability is particularly scrutinized.

After the examination and the receipt of diagnostic reports, the review board
meets to examine the findings and data accumulated. The medical review board
submits a written report to the retirement board, listing the diagnoses and
clarifying them so that nonmedical members of the board can understand the
medical terminology.

The written report concludes with one of the following statements: That in
the opinion of the medical board, based on established ecriteria—

1. Total and permanent disability exists: or
" 2. Decision must be deferred for 3 to 6 months, pending further examina-
ion; or
3. Total and permanent disability does not exist.
The Union Health Center

Mgdical administration of the retirement program is only a small part of the
medical work performed by the Union Health Center.
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The Center was established by the union in 1913 after a United States Public
Health Service health survey found a high incidence of turberculosis in the ladies’
garment industry. The union’s first concern was assistance to members with
tuberculosis and protection of other workers from this disease through cleaning
ap the unsanitary sweatshop conditions prevalent in the industry 40 years ago.
This was the first labor-management effort to improve environmental conditions
in the factory.

It took only a few years to establish better working conditions and then the
mnion turned its attention to aiding any member incapacitated by any illness, both
through insurance to replace income lost during sickness and to provide needed
medical service at low cost.

Gradually the medical service was expanded until today an average of 2,000
services are rendered daily to ambulant patients who are members of the union.
About 200,000 persons in the Greater New York area have access to the service
which is entirely paid for by employer-contributed health and welfare funds.

Almost 200 doctors are employed at the Center to render the services, assisted
by an auxiliary staff of about 250. The Center also does medical administration
of insurance for temporary and partial disability suffered by union members,
through which it has accumulated almost 40 years’ experience in evaluating
disability.

Disability classification developed

The following three classifications of disability in the retirement program have
been developed for the guidance of the medical review board which is to decide
whether or not an applicant for retirement is totally and permanently disabled.

Class I: Totally and permanently disabled.—A medically demonstrable condi-
tion (based on consideration of adequate medical and related evidence) due to
which any attempt of the individual to do any gainful work in his craft will
.endanger his life, prolong and aggravate medical abnormalities or endanger the
welfare of his fellow workers.

Classification of an applicant in this group is based upon the unanimous opin-
ion of the medical review board, such opinion being based upon unequivocal
medical evidence.

Class II: Deferred.—A medically demonstrable condition (based upon con-
sideration of adequate medical and related evidence) due to which any attempts
©f the individual to do gainful work in his craft would not seem to endanger his
life in the immediate future or aggravate medical abnormalities, or endanger the
welfare of fellow workers.

The applicant who is permanently but only partially disabled can be classified
in this group, since it may not be possible to predict whether or not disability
‘will progress. An additional examination at a later date must be performed
to determine whether the applicant’s condition has deteriorated.

Class III: Not totally and permanenily disabled.—The following cases are
included in this category:

1. A finding of total but temporary disability, based on consideration of ade-
quate medical and related evidence.

2. A finding of partial disability, based on consideration of adequate medical
-and related evidence.

8. Conditions about which medical evidence is inadequate. That is, the
evidence is not supported by adequate medical information because the worker
is outside the New York City area, cannot be examined by physicians on the
medical review board, and full diagnostic records with satisfactory and sufficient
medical proof are not made available.

4, Workers who because of chronic invalidism have become unemployable,
either because of unavailability of work or the absence of a will to work, not
supported by demonstrable medical proof.

5. Those workers who have a number of subjective complaints which are
supported by clinical opinions, none of which, or the sum total of which, does
not produce total and permanent disability by demonstrable medical evidence,
supported by diagnostic findings.

6. Where medical judgment, based on consideration of adequate medical and
related evidence, concludes that disability cannot be demonstrated objectively
and unequivocally.

In using these classifications, an applicant who had had a cancer of the breast
removed by radical mastectomy and is found to have some contracture of the
skin with edema which might ultimately disappear, would be placed in class II.
Also an applicant who had suffered a single, or even a second attack of coronary
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thrombosis, without decompensation and enlargement of the heart, would be:
placed in class II until reexamination demonstrated the progression of the
condition.

A summary of the retirement experience

A total of 7,023 workers have retired since 1946 when the International Ladies
Garment Workers' Union program went into effect. Between 1949 and Junpe 1,
1954, 353 workers were retired on the grounds of total and permanent disability.
Seventy-eight of these disabled workers died shortly after retirement.

The people who work in the coat and suit section of the ladies’ garment in-
dustry in New York City are predominantly older aged men. The crafts repre-
sented are cutters, hand tailors, machine operators, pressers and finishers.
Relatively few women, probably about 25 to 30 percent of the total working
force, are employed on tailored coats and suits.

The percentage of women who apply for premature retirement is slightly
higher than their proportion among the workers in this section of the industry.
Eighty percent of the men applicants were found either totally and permanently
disabled or else died before the physical examination could be dome. Only
13 percent were found still physically able to continue work and the remain-
ing 7 percent are being followed to determine whether or not their conditions
are permanently disabling.

On the other hand, 62 percent of the women applicants were totally and
permanently disabled and 30 percent were found physically able to perform: the:
work of the industry. The remaining 8 percent either could not be reached for
examination by a center physician or were deferred for further study.

Morbidity

Cardiac disabilities are by far the most common condition encountered among
the workers totally and permanently disabled. Cerebral vascular accidents.
also account for total and permanent disability. Visual defects, which prevent
close work, totally and permanently incapacitate workers in the needle trades.
On the other hand, even severely crippling arthritis is not considered totally
and permanently disabling for many crafts in the industry and many garment
workers with arthritic disabilities are able to continue their employment.

BroeraPHICAL DATA ON LEO PRICE, M. D.

Dr. Price received an M. D. degree from Cornell in 1931. He is certified in
occupational medicine.

Dr. Price is the director of the union health center of the International
Ladies Garment Workers' Union, 275 Seventh Avenue, New York City.

The union health center provides medical service in general medicine and
20 different specialties as well as diagnostic examinations on an ambulatory
basis to 150,000 members of the Garment Workers’ Union in New York, A
total of 654,000 services were rendered by the institution in 1955 through the
services of 183 physicians on its staff.

The medical societies in which Dr. Price holds membership and the com-
mittees on which he serves are as follows: Medical Society of the State of
New York; Medical Society of the County of New York (member, committee
on voluntary health insurance) ; Industrial Medical Association (member, com-
mittee on medical care programs); American Medical Association (member,.
committee on medical care for industrial workers—member, commission on
medical care plans); New York Academy of Medicine (committee on medical
information) ; National Tuberculosis Association (director-at-large) ; New York
Heart Association (chairman, committee on cardiovascular diseases ih industry;
member, subcommittee on labor and industry) ; American Heart Association
(member, subcommittee on medico-legal insurance and industrial problems) ;
American Public Health Association; also, United States Public Health Service,
Department of Health, Education and Welfare (member, advisory committee to
Bureau of Old-Age and Survivors Insurance).

Dr. Price is the author of many articles which have been published in medieal
and occupational journals.

e e s
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STATEMENT oF LEo Prick, M. D., DirecToRr, UN1ON HEALTH CENTER,
INTERNATIONAL LADIES GARMENT WORKERS’ UNION

‘This statement is based on—

1. Experience gained from the medical administration of a retirement pro-
gram in the garment industry for totally and permanently disabled workers aged
90 and over.

2. Experience gained from my work as a member of the Medical Advisory
Committee to the Department of Health, Education, and Welfare, Social Security
Administration, Bureau of Old-Age and Survivors Insurance, in developing ecri-
teria and standards for total and permanent disability to be used in the dis-
ability freeze, as included in the social security law amendment of 1954,

The proposed amendment to the social security law is social progress needed
in our present industrial society to assist workers when they become totally and
permanently disabled due to injury, .accident or chronie illness. It is apparent
that most workers do not accumulate sufficient resources to maintain themselves
and their families when they are unable to work and earn a livelihood.

As director of the union health center of the International Ladies Garment
‘Workers’ Union, which gives ambulatory medical service to as many as 2,000
workers daily, one phase of my work is the medical administration of a retire-
ment program for prematurely disabled workers.

Our experience since 1949 has shown that an equitable and efficient system for
determining total and permanent disability can be developed on a sound medical
basis. Criteria can be developed, and medical knowledge and experience are
available, so that the presence or absence of total and permanent disability in
an applicant can be successfully adjudicated.

The attached material records the experience gained in the past 6 years. A
clear-cut philosophy and understanding has been developed in adjudicating
1,273 cases.

As a member of the Medical Advisory Committee to the Department of Health,
Education, and Welfare which established criteria and standards for the medi-
cal administration of applications for the disability freeze clause of the 1954
social security amendment, it is my firm conviction that the basis for successful
adjudication of disability has been instituted.

The unfortunate workers who become disabled prior to, or at the age of 50 are
in great need of financial aid, as well as an opportunity to rehabilitate them-
selves if this is possible. This is a logical step in protecting wage earners from
becoming dependent upon the community, which often has no resources to main-
tain them. It will restore many citizens to useful activity in industry.

These criteria and standards developed for the medical administration of the
disability freeze were improved from the original draft and it is to be expected
that further improvements will be made by the medical advisory committee as the
applications continue and reflection is given to the many new problems which
may be expected to arise from time to time.

These criteria should also be used in the administration of the section of the
proposed amendment (H. R. 7225) which has to do with deciding total and per-
manent disability at the age of 50, instead of applying the freeze until the appli-
cant reaches the age of 65.

This proposed amendment requires that all applicants must be subject to voca-
tional rehabilitation. This is an excellent safeguard against abuses which
might arise through applications from workers whose disability is equivocal and
who prefer to receive a pension rather than attempt to work.

However, it is the responsibility of organized medicine to see that the support-
ing statements from the physicians throughout the country meet high standards
of certification so that each case can be properly processed within the Depart-
ment of Health, Education, and Welfare. Measures should also be developed
which would prevent political influence from interfering with the proper opera-
tion of the program and scrupulous adherence to carefully worked out stand-
ards of disability.
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Synopsis, disability evaluations from 1949 through 1955

Total | Not total :
With- Died Died
Evalua- | 304 per- j and per- | 4 o, before after
manent | manent Deferred f .
tons | gisabil- | disabil- | 2oavail- examina- | refirc
ity ity
1,180 762 297
84 55 21
5 3 21
4 3 1]
Total - oo ameeaea 1,273 823 321 25 86 18 135

SioNEY HILLMAN HEALTH CENTER,

) New York, N. Y., February 9, 1956.
Mr. NELsoN CRUIKSHANK,

Director, Social Insurance Activities,
AFL-CIO, Washington 1, D, C.

DEAR MR. CRUIKSHANK : In accordance with our conversation I am glad to pro-
vide you with the information regarding medical examinations for total and per-
manent disability.

Since April 1951 when we first started to perform these examinations for the
amalgamated insurance fund, about 475 examinations have been performed by
two board-certified specialists in internal medicine. They have of course avail-
able to assist them when necessary all the diagnostic procedures and consultants
in other specialties. The results of these examinations have rarely been chal-
lenged and most of the reexaminations have sustained the original decisions.
There is no question in our minds, and I may say, in general in the medical pro-
fession, that examinations for total and permanent disability are feasible and can
be upheld medically and legally.

It must he remembered as in all branches of medicine, that there is room for
differences of opinion, but by and large there reaches a point when physicians
will agree that patients with certain disabilities can be declared as having or
not having a total and permanent disability.

Very truly yours,
Mozrgis BrRanp, M. D.,
Medical Director.

HeaLTH INSURANCE PLAN OF GREATER NEW YORK,
New York, N. Y., February 9, 1956.
Mr. NeLsoN CRUIKSHANK,
Director, Social Insurance Activities, American Federation of Laber,
Washington 1, D. C.

DEeAr Mr. CRUIRSHANK : In reply to your inquiry as to whether or not physi-
cians can and should make medical examinations and render opinions concern-
ing total disability of beneficiaries under the Social Security Act, I must express
surprise that there is any doubt about this. Physicians who are providing medi-
cal care to disabled persons have firsthand knowledge of the nature and severity
of the condition responsible for the disability and are in a position to determine
whether the disability is total and permanent.

Physicians submit such opinions to private insurance companies and to work-
men’s compensation boards. An honest physician will refuse to make a state-
ment that a patient is totally disabled if the statement is false, even though the
refusal may lose him the good will of the patient and the associated remuneration.

Sincerely yours,
GEORGE BAEHER, M. D.

STATEMENT OF JOHN M. GREENE, FOR THE TENNESSEE VALLEY TRADES AND LABOR
CouncIL

I am John M. Greene, an international representative of the International
Union of Operating Engineers. 1 live in Chattanooga and work throughout the
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Tennessee Valley area. Today I am the delegated spokesman of the Tennessee
Valley Trades and Labor Council, on which I represent my international union.

The Tennessee Valley Trades and Labor Council represents the 10,000 so-called
trades and labor employees of the Tennessee Valley Authority. These employees
are members of seventy-odd local unions affiliated with 15 international unions
of the AFL-CIO. These 10,000 employees are about equally divided between 2
major groups: 1 group is made up of temporary construction workers; the other
group is of regular or permanent operating and maintenance workers. The con-
struction employees of TVA already have old-age and survivors insurance cover-
age under the Social Security Act. The Tennessee Valley Trades and Labor
Council is now asking that the Social Security Act be amended so as to grant that
same coverage to the operating and maintenance employees of TVA. These em-
ployees are now excluded because they are members of the retirement system of
TVA. Bill H. R. 7225, which you are now considering, has in it a provision which
would remove that exclusion. The people whom I represent want that to be done.

Employees for whom I am speaking today are chiefly those engaged in operating
and maintaining TVA’s power system and chemical plants. The record will dis-
close that in a great many cases these employees come to TVA from industries
where they have had the protection of old-age and survivors’ insurance. Many
of them return to such industries. Alternation between employment by TVA and
in private industry is very common. A great many of the TVA’s operating and
maintenance employees are selected also from the TVA construction forces which
now have old-age and survivors’ insurance coverage. Whether they come from
private industry or from TVA’s comnstruction forces, whenever they accept em-
ployment as operating and maintenance employees they cease to have old-age and
survivors’ insurance coverage. The benefits they may have achieved under old-
age and survivors’ insurance are either forfeited or decreased by accepting em-
ployment which is not covered by social security.

We believe that for social security to do the job Congress intended for the
workers of America, the coverage should be continuous while they work and
should enable them to build up the best benefits their scale of earnings will pro-
vide. This continuous coverage will also enable them to contribute steadily to the
cost of this insured pension for their own old age which they are glad to do. This
coverage is very important to workers whose earnings do not enable them to
save and invest enough to provide for their later years at the same time they
are trying to provide a decent standard of living for their families.

‘We believe that the social security benefits should provide a minimum basic
protection for all workers and that the credits toward these benefits should go
with them wherever they work. This minimum protection should not be denied
a worker or decreased because he works for TVA a part of his working years.

I referred to the fact that these operating and maintenance employees are now
excluded from old-age and survivors’ insurance coverage because they are mem-
bers of the TVA retirement system. Section 104 of bill H. R. 7225 which you
are now considering, amends the Social Security Act by removing this exclu;
sion. We want this committee to recommend that that exclusion be removed.

The TVA retirement system was established in 1939. It was established be-
cause TVA employees were not covered by the Civil Service retirement system.
The regular operating and maintenance employees, as well as all technical,
clerieal, and administrative employees—that is, all nontemporary employees—are
members of that system. Membership in the system is a condition of employ-
ment. It is a good system and the employees like it but they don’t think being
in that system ought to deny them coverage by the broad social security program.
In general, organized labor believes, and I think Congress believes, that workers
should have the protection and get the benefits provided by the broad social
security program and also get such additional benefits as employees and em-
ployers jointly agree on to supplement the old-age and survivors’ insurance bene-
fits. That is the way it works in private industry. The law requires employers:
and employees to contribute to provide the social security coverage. This pro-
vides basic minimum old-age protection. But additional pensions are recognized
today as an important subject for collective bargaining. No objection is raised
and their social security benefits are not taken from them if those same employers
and their employees agree to additional pension benefits, That is the general
practice and the accepted pattern today. .

Congress need have no fear that it would be making TVA provide too gener-
ously for the old age of its employees if they were covered by old-age and
survivors’ insurance in addition to the retirement system. Both TVA and
those who administer the TVA retirement system are conscious of and have
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carefully considered the economic costs and the comparative benefits. The
TVA retirement system provides a retirement benefit of about half pay after 33
years, work with TVA at age 60. About half of this benefit is provided by TVA
and about half by what the employees pay in to the retirement system. Tl{e
maximum pension that can be provided by TVA’s payments into the system is
40 percent of an employee’s average salary. The retirement system is mauaged
by a seven-men board of directors. Three of the directors are appointed by
TVA: 3 are members of the system elected by members of the system; and
the seventh is elected by those 6. I am not a member of that board and T am
not eligible to be a member since I am not an employee of TVA. But I am
informed that the board already has prepared a preliminary plan and proposes
to modify the retirement system benefits and make a reduction in the pension,
provided by TVA money, for each year after the Congress sees fit to extend
old-age and survivors’ insurance coverage to its members. This will avoid
pyramiding these total benefits on top of each other for the same years of
service, and the combined benefits will not cost TVA or the employees any
more than it does now until the old-age and survivors’ insurance tax rate goes
above the present 2 percent. When the OASI tax rate is increased the cost
will g0 up equally for TVA and its employees just as is the case in all other
covered employment.

I am sorry I do not know more about the detailed operations and benefits of
the TVA retirement system and how it is proposed that the benefits of that
system will be coordinated with old-age and survivors’ insurance. I am sure
the committee has or can secure any information they may desire along this
line from representatives of TVA.

The combination of old-age and survivors’ insurance and the altered TVA
retirement system benefits will give total pension benefits a little better than
the retirement system alone can now provide for the long-service employee; the
workers who are now advanced in years will receive a greater increase in their
retirement benefit at age 65 than the younger workers. This has been true of
all older workers covered by old-age and survivors’ insurance shortly before
they reach that magical age. This is not a fault but is an essential part in
lannching a program of social insurance.

But even this greater increase will give only a modest retirement benefit to
those older emplovees who can have had relatively few years of creditable
service under the TVA retirement system since TVA is only 22 years old. Most
of them have much less service than 22 years. This makes it even more im-
portant for TVA to be covered by social security than if those older workers
bad worked all their work yvears under this retirement system.

TVA employees want that modest increase in the retirement benefit they
will receive in their old age. But they want social security coverage even more
for the protection afforded by the survivors’ insurance feature. Like other
men, the workers I represent accumulate family responsibilities while they are
young in life. TUnlike some other men, they do not have much chance to start
with or to accumulate much of an estate while their family responsibilities are
heaviest. Therefore, these workers who are young husbands and fathers are
particularly eager for the protection the survivors’ insurance provides for
their loved ones. We hope very much that the committtee and the Senate will
pass a bill granting this coverage to the members of the TVA retirement system
who are now excluded,

Pension benefits have become an essential and accepted part of our industrial
economy. We helieve they are a stabilizing influence in our economy as well as
a preventive of individual human misery. We believe that the basic benefits of
social security should become the right of all those who work. Through it they
can contribute to the comfort of their older years and not become objects of
charity. We believe credits toward these benefits should and must be retained
by workers wherever they are employed if the program is to be effective.

The employees whom I represent want this coverage very much and they
want it this year. They would like also to have a new starting date or a longer’
drppout period. long enough to heal the 5 or 6 yvears they will have been denied
this coverage since the last starting date of January 1, 1951. Otherwise, those
who are now over 60 years old cannot achieve the pension benefits of such cover-
la:,t:e ]w];en they retire. There are more than 500 TVA employees in this age
racket.

Coverage for TVA emnlovees similar to that embodied in bill H. R. 7225 was
also included in the 1954 amendments to the Social Security Act which were passed
by the House. This committee took that coverage ouf of those amendments..

—_—
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This was ppssi_bly due to the rush of the concluding days of that session of Con-
gress, or thinking it would pyramid the total benefits, or maybe because you didn’t
know these employees wanted this coverage and were willing to pay for it. We
hope these were the reasons. We do not know of any reasonable objections to
the coverage. The Kaplan committee, which presented its report to Congress on
social security and Federal retirement systews, recommended the coverage as pro-
posed in H. R. 7225 after a thorough study of the problem and of TVA's retire-
ment system. I bope this committee will recommend the coverage of TVA em-
ployees provided by bill H. R. 7225 as passed by the House, or take whatever
other steps might be necessary in order to grant these employees coverage as
requested. They want it and are willing to pay for it by decreased benefits from
their retirement system and by the old-age and survivors insurance tax. They
feel they have the same right to it as other workers.

I am grateful for the opportunity to present this statement to this committee
and earnestly request that it be given the favorable consideration I sincerely
believe it deserves.

Mr. CruigsHANE. Thank you very much, Mr. Chairman, and mem-
bers of the committee.

The CrHAIRMAN. The next witness is Judge Thomas Waxter of the
National Association of Social Workers.

Will you proceed, sir?

STATEMENT OF ;TUDGE THOMAS J. 8. WAXTER, NATIONAL
ASSOCIATION OF SOCIAL WORKERS

Mr. Waxter. I am Thomas J. S. Waxter, representing the board
of the National Association of Social Workers. The National Asso-
ciation of Social Workers, which was established October 1, 1955,
brings together into one organization the professionally oriented asso-
ciations in social welfare. It representsa merger of seven membership
organizations—the American Asssociation of Group Workers, the
American Association of Medical Social Workers, the American As-
sociation of Psychiatric Social Workers, the American Association of
Social Workers, the Association for the Study of Community Organi-
zation, the National Association of School Social Workers, and the
Social Work Research Group. .

We have about 24,000 to 25,000 members. We are filing a statement
with the committee and I should just like to make a few remarks ad
lib, rather than reading the statement, because I think there is little
that we have to do except to underscore what Mr. Cruikshank has said,
however, not only going on record in favor of disability insurance, but
we feel that the thousands of us throughout America have a very
special window in looking at people who have special needs.

(The complete statement of Thomas J. S. Waxter is as follows:)

STATEMENT oF THOMAS J. S. WAXTER, NATIONAL ASSOCIATION OF SOCIAL WORKERS

I am Thomas J. S. Waxter, representing the board of the National Association
of Social Workers. The National Association of Social Workers, which was
established Octoher 1, 1955, brings together into one organization the profes-
sionally oriented associations in social welfare. It represents a merger of seven
membership organizations, the American Association of Group Workers, the
American Association of Medical Social Workers, the American Association of
Psychiatric Social Workers, the American Association of Social Workers, the
Association for the Study of Community Organization, the National Association
of School Social Workers, and the Social Work Research Group. The National
Association of Social Workers is to the profession of social work what the
American Medical Association is to the profession of medicine.

Because of the recentness of the establishment of the National Association of
Social Workers, the views which I express are those of the board of directors.

73192—56—pt. 2——7
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There g not yet been opportuntity to obtatn an expression of opliton from the
membership,  Our first delegate nssembly or nationat convention will take place
in May. ‘o cover the interregnum hetween date of establishiment and our tirse
delegate assembly, the bonrd at ity November meeting adopted an interhm state-
ment on fimmediate Federal leglslative objecetives,  With vespeet to the proposed
legistation befove this committee, the bonrd stated:

“Nocial insurance,.—\We belfeve that contributory soctal insurnnce offers the best
means to prevent economie need due to the predietable hazavds ol individual
1ife under a modern Industrial ovgunizntion,  We further belteve that the present
systems of old-age and survivors fnsurance and unemployment compensation
should cover all working people against all such predictable hoazavds and that
the level and range of thelr bhenefits should rise as does the total praductivity of

the Nation,
“Recommendation—\We favor as logical next steps in meeting this objective

the following:

*1. The extension of OASI Lienetits to insured individuals who beeome permn-
neatly and totally disabled before the nge of G5 yenrs amd extension of depend-
eney beneflts beyond 18 years of age for disabled dependents of beneticinries.

2 Reduetion in the nge at which women workers, dependent wives, and
widowed survivors become eligible for OASI benefits, together with provisions
to encournge, through preminum benetits or other devices, deferved vetivement for
all workers insured wnder OASL”

rom the foregoing, it will be evident that the Nationol Associntion of Secial
Waorkers endorses the provistons of I R, 72200 as it s now before your committee,
Specifieally, the associntion endorses---

1. Inctusion of permuanent and total disability within the old age
survivors insuranee system ;
2. Continuation of monthly benetits to pormanently awd totally disabled
children after age 18:
3. Extenston of coverage to those not yet within QASL; and
4. Lowering the retivement age for women from nge 65 to ¢,
We would Hke to focus our testimony, however, on the tiest of these items, the
incluston of permanent and total dbsability within the OASI system,

We helieve this committee is fna position to muke n very great confribution
to the xoelnl development of the Amervican people If, in its veport to the Senate,
it recommends adoption of permanent and total disability,  We bellove this fov
several reasons,

DISABILETY, A MAMOR CAUSE OF DEPENDENCY

Disability is a major cause of dependency. 1t is o mnjor enuse of dependency
not only bhecause it removes o person from his eavning capneity but beeause
additional medienl-citre expenses ave typieally nvolved, Disability may be “tem-
porary” or {t may be “permanent and total,”  Phe dividing Huoe is leogth of
duration, which Is customarvity arbitrarvlly taken to be 6 months,

Needless to say, on any single day, there ave many times the persons out of
employment beeause of temporary disability than out beenuse of permanent and
total disability. 1For this reason, some persons have held temporary disabitity
to he the more serious socinl problem.  We do not agree,  We belleve Congroess
is vight in focusing its attention on permunent and total disabiiity bheenuse
typically this g an overwhelming experience to a famfily.  The number of per-
sons fuvolved are far fewer, but continned absence from the job market repre-
sents a far more serfous problem.  Aware of the consequences of permanent and
total disability to the Lrendwinner of a family, the Congress in 1950 added this
category to the publie assistance program. Roughly, a quarter of a miltion per-
sons are being helped by this program. This number does not fully state the
magnitude of the problem, however, because many familics are on ADO bheeause
of the disability of the father. The general assistance prograws in which there
ix no Federal participation include many disability cases,

FROM THE POINT OF VIEW OF THE REQIPIENT, INRURANCE PREFERARLE T0 ASSISTANCE

In the testimony before your committee, you have heen urged to put reliance
on vocational rehabilitation, If there were a! cholee In the matter, 1 am sure
that alt of us reated in this room—equally 1 am sure that all disabled persons—
would prefer to place rellance on vocational rehabilitation rather than on a dis.
ability program, whether it be assistance or insnrance.  However, we only delude
oursgelves if we think, in our present state (7r medical knowledge and with the

* »
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present attitudes townrd employment of older persons, that voeatlonnl rehabill-
tation represents the answer.  With persons under 50, more and move can be
done through (hils channel,  Fox older persons, only very Hmited help §s uvail-
able,  Older persons who are well have diflienlty in getting emmployment in the
lbor narket.  How much more difficult, frequently how impossible, it is for
older persons suffering one of the degenevative disenses, which medicine does
not. yet Kuow how (o cure, or even necessarily arre to find employment, Do
we want to Insist that help enn be given such persons only through asslstance,
that is, only by ustng up thebr entive fumbly resourees so as to he able to pass
L peins test’y ‘

Frong comtients made by wembers of this canmittee on the oor during past
debutes on sochideseenrity fegislation, we kuow that you, no more than we, like
to see 1t means test reguived for determining eligibility under public assistanee.
Yot, to date, no better legislative moethod has been devised,  Passing n weans
test haplies that fmfly vesotteces have been exhinosted. Tt seems strange to us
that witnesses before this committee have urged that obliging n person to be-
come wholly dependent on assistance s fess a blow to his will to recovery than
allowing him to veceive o eash disability benetit under a contributory insurance
systenn

Members of the medical profession have testified to the importance of the
will in recovery. | am sure therve Is no difVerence of view among us that the
will Is vitally haportant. Where a diference of view les is whether cash dis-
ability benefits would encourage or depress the patient more than a means test,
for this is actunlly the alternative in the majority of older enses.  In the Judg-
ment of our associntion, cash disability henetits would be an fimportunt psy-
cologieal nid.  We note that this Is a view sharved by the distinguished advi-
sory councll which was set up by this committee in 148 when this same subjoet
was before you for consideration.  As you know, the connell observed: *“Ihe
protection of the materinl and spivitunl resources of the disabled worker §s an
important part of preserving his will to work amd plays a positive role in his
rehabititption.”  We have also been fnterested to see that this was the view
carlier held by our medieal colleagues. Oue medieal felends have nof always
been of the opinion that cash disability henefits would discourage,  In earvlier
house of delegite resolutions, the AMA stated that compensation for loss of wages
during sickness “has e distinet influence toward recovery™ aid that disability
wmensures Care of vital importanee™ fn medieal problems avising from chronfe
illness,  We helleve that our medieal collengues were more pereeptive in thejy
earler vesolutions than in thefr present ones,

FHROM PHE POINT OF VIEW OF GOVERNMENT FINANCING, INSURANCE JTLAS ADVANTAGES
OVER ASSINSTANCH

Not only from the polnt of view of the person sul¥ering disability, bat from the
polnt of view of Government finaneing, wonlld there nppear to be mrked advan-
tages in providing for this problem through soclal nsarance. At the present
titme, elose to X200 million is befng expended on the permanent and total nssist-
anee program,  Costs for fiseal 1056 are esthinated to ho SISTO0000; for 1957,
SHHANGN,  For 10450, the Federal share of these costs ik S84 million for nssist-
nnee on grants and $ISHO,00 for assistance on administration, making a total of
S102,000,000.  For flsenl 1057, the Fedeval <hare is osthated nt 882,600,000 for
assistanee or grants and JMNO40000 for assistance on administration, making a
total of FLO1M00,000,  ‘Thix I the cost of permanent and total disabRity nssistnnee,
It does not foclude that portlon of the ADC program which rvesults from the
dispbility of the father, a not inconsequentinl proportion, It does not include
that portion of general assistance which avikes out of general disability, This
alro Iv sfzable,  Apart from the advantages to the vecipltent In recelving aid ax n
“honelit” vather than as “aesistanes,” it wonld seem to our ussoelution that this
conmittee shoult look with favor upon transferring a very sizable proportion
of thir program to contributory insurnnee.

There are those who have argued hefore this committee that the costs on the
fnsurance gystem would he excessive, Lot ug say that what stands ont th owr
mind ks that the groups which are most vigorously arguing this position are
groups which ave not in the OAST systen. Workers who arve within OASI are not
complaining ever costs.  Labor fs urging your favorable consideration of the
measure.  We helieve that OASI beneficlaries nre willing to pay for this protection.
Bxpert actuarles have presented thelr estimates to yon.
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MISTORL™ *1, EXPRRIENOE WITIT DISABILITY INSURANCK

Thia committee has repeatedly been told that disability insurauce 8 a new
proposal, that we therefore need to move very slowly and very cauttously, that,
in fact, it really should be studied further before any steps are taken. In
contrast to the tenor of this testimony, what are the facts about disablifty
Insurance? 'rogramg of disability lnsurance have been operated by the Federnl
Government atuee the first Congress of the United States,  Veterans' disability
protection dates from September 2, 1780, "The Civil Serviee Commission has
since 1020, provided fnsurance protectlon agninst disabling Riness or neeldent
to all cmployees of the Pederal Quvernment other than those in temporary status,
The rallroad retirement program has provided comprehenstve dlanbllity stuce
1040, States have been operating progyams sinee bofore World War 1, Citles
have been operating disabllity programs since before the Civil War, ‘The flrst
municipal progrinm dates from 1887 in New York Clty, which provided disatility
and death benetits for policemen.  In 1047 (we do not hnve the data on thoe last
decmte), there were gome 1,700 State and loeal retirement gystems in effect in the
Unlted States, of which it was esthuated that 70 pereent provided for disabiiity
which wag nonwork conneeted, 'Fhere ts, therefore, n wealth of experlence from
which to draw,

In addition to the foregoing, sinece lnst yenr, the provistons of the disability
freeze have been opernting within OSAL  The disabllity freezo requires a medt-
cal determination ; it vequives administrative determination of “substantinl gain-
ful employment.,”  From discussions with persons administering thix progeam,
we gnin the very elear Impresslon that it is working well, that while there have
naturally been problems to work out, as would be the ease in any uew program,
thnt these have been merely of the “standard operating” varlety,

It we look alwond, we find that forelgn comtries have beon operating Insur-
ance programs for many yenra.  As of Januavy 1954, the only mndor established
countrie’ which were not operating disability insurance were Canada, Israel,
Switverlnngd, and the United States,  Great Britain adopted disability insoranee
In 1011, France tn 1910, Denmnrk in 1881, ¥In looking at these systems, that which
atands ont {8 that for the most part disability was adopted ns an lntegrat part
of racinl insurance.

The bl which (8 before this committee hug been drawn with preat conservatism
and cauntlon, needlesg to say wlth greater congervatism and cautlon than we
might have desired. It does not address itself to all persons suffering perimnnent
and total disability, only to those age 50 and ahove,  The disabled person must
havo had a vory constderable work vecord, There must be a medieal finding
that the dtsabllity prevents substantial galnful employment and s lkely to ve-
ault fu denth or be of long, continned duratlon, ‘Thore must be a G-month walt-
ing perlod, Thore are no hoenefita for dependents, 1 the person I8 eligible
for annther Federal henefit or a benefit under a workmen’s compensation pro-
gram, his OASI disabliity Lenefit 1s canceled if it is smaller than the other bene-
fit, or, 1t larger, it i reduced by the amount of the other benefit,  Auyone who,
withont good cause, refuses voeatlonal rehabilitation (R denfed benefits, On
tho othor hangd, aflirmatively to enconrate rehabilltation, benetits are continued
during the first 12 months of employment after rebabititation, Under the pro-
vistons of the bill it {s estimated that average disability payments would amount
te 80 to 40 percont ¢f income.

In our viow, theso provisions refleet an extrnordinary effort to take into con.
alderation tho oblectives of those who are reluctant to press ahead on this prob-
lem. To arrue that we should be very hesitant about arslentug n dlsability pro-

am to OASI ls, in our judgment, tantamount to arguing that whilo thoe Votorans'

duintatration Is eapable of oparating a disability program (a far more difitenlt
one wo may polnt out for it Involves determining dogrees of disabillty), white
tha Qivil Service Commigslon {8 eapable of operating a disabitity proveam, whilo
the Railroad Rotirement Bonrd 1a capablo of:operating disabllity, OASI alono
among the Pederal agencios ta not capable,  Given the outstanding and imagina-
tivo loadorship which has, from the inception, characterized the OASI program,
this appoars to us to bo somewhat peculiar logle,

By thelr recommendations on this bill, the mejbhers of this comwittes aro fn a
})osltlon to make a most tmportaut conteibution to the welfave of this country.

1. It, 7228 has passed the Howse: deelslon 1a with the Sonate. This comliton
has the opportunity of enabling permanontly and totally disahbled persons to meet
thelr situntion through insnrance vather than zolely by a teans test, It 18 the
earneat hopo of our assoclation that tho comnitteo witl favorably recommend
the dlsabllity provisions of the bill.

N ’
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Mr. Waxerr. 1 go around my State and I guess it would bo the
samo s any State in tho Union; L visit each week a eross-section of
peoplo wha are receiving public assistance. - A thero ave peoplo in
our State, as there are in every State in Amerien, who are gotting
uid to the pavtinlly and totally disabled, disabled fathers that are
solting ADC, people on general velief, people receiving aid to the
hliml, who would qualify for disability insueance.  Aund when you
sco him, you go in and talk to individunls in this age group who are
disabled, who ave living on relief, the neeessity for really expanding
OASI to provide not_only for old age and survivorship, but to get
porhaps the greatest visk of all becomes evident, L

For most peopley they are better off dead so far as their wives and
childven are concerned than to ba totally and permanently disabled
and still with them,

In a sense, it is o much greater hazavd, 1t is certainly a more difli-
cult situntion for the wife and for the children than if the individual
had died.

And it seems Lo us a logieal and necessary expansion, and wo believe
that in starting it ofl, that to stavt it, if the Congress doves it, at 50,
it may bo a very healthy thing to do for this reason,

Tirst of all, wo have got. to get somo experience in how to handle
the administrative difliculties that ave involved.  Secondly, n point
could be made to the fact for the fellow who is over 50, that his chanees
of rehabilitation, the chances of getting him back into the labor mar-
ket, nve probably not as good as they ave with the younger group.

So that we think that 50 is a good point to strike.

Wo believe also that we have experience in administering APTD
aid to the permanently disabled that shows with that and with the
oxperience that: the Department has had with the disability freoze,
that it can be administerved,

Of course, thers will be all kinds of bugs in its administration, but
\l\'o believe that those difliculties are minor in terms of what can bo
done,

When wo first started in 1950 with aid to the totally and perma-
nontly disnbled, we thought we would have a tromendous amount of
dilliculty in administeving that program. The way in which it is
administered, by having the doctors in the community make the prog-
nosis and then have that prognosis viewed by what we in social work
eall u team, & doctor and a social worker and n person from rohabilita-
tion, and then cheek at necessury intervals; we think that out of
that has grown a method, that, with tho experience with tho disa-
bility freeze, will make this administratively quite possible,

Wo believe, too, that the average person \\'ino is disabled at 50, who
is on the freeze now and waiting to become 6, that to forco him duving
tho interval to go down to the public-ussistance office, the welfare
dopartment, the placo that. he associntes with complete dependency or
with relief, and to force him, after ho has exhnusted his funds for
madical care beeause of not working, with a family, and with o
disabling disease, is a pretty bad partnership.

Those threo things together, nnd to foree him to go on reliof, and
simply to freezo him, and toll fiim that. when 6 or 7 years later, when
ho becomes 65, that ho is going to get some benefits from the payments
that have beon made into OASI for his benefit, seams to me to be a
protty cruel situation,
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And, veally, when you see these people and visit them, it would be
a denial of commonsense to have the Nution concerned with age and
the man 65 can eleet to leave a job and go on ONSL, where the man
64 who is completely disabled has nothing to protect him, and whore
the hazards to him and to his family is even greater than old age,
seems to me to justify expanding to cover the other visk.

Now, that isabout all we have to contribute.

We have weitten a document which we think is a pretty fair docu-
ment. setting forth the case as we see it in terms of expanding for
disability insurance, but my veading it would be vedundant, and it
isn’t as goml a document ax they read by Mr. Crenikshank whoe came
before me,

The Ciaryax, Thank you, Jwdge, very much,

Any questions?

Senator Barkey, s your welfare depavtment in Maryland under
amerif system?

Mac Waxrer, Yes, it is, Senator, 1 has been sinee 1935, We have
not had any difliculty with that in Maryland.

I think it ix in most States. 1 {hink there is some provision to
administer the provisions of publie assistanee that you have fo have o
merit system,

The Cratesax. Thank you, sir.

The next witness is Miss Louise Stitt of the National Consumoers
Lengue,

Will yon take a seat and proceed ?

STATEMENT OF LOUISE STITT, NATIONAL CONSUMERS LEAGUE

Miss Strer. Me, Chairman and members of the committee, 1 am
Louise Stitt and 1 am 1 member of the board of the National Con-
sumers League and therefore am giving this testimony this morning.

NATION AL CONSUMERS LEAGUID SUPPORT OF SOCILAL INSURANCE

The National Consumers Lengne (for Fair Labor Standards) for
moroe than 50 years has ndvoeated socinl insurance, not only as u purtial
remedy for the economie ills of individunl workers, but as a major
factor in maintaining n stable nutional economy,

As we quickly review the progress of the past half contury, it is
with more than mild satisfaction that we note that every State in the
Union has adopted workmen’s compensation and unemployment. com-

ensation legislution, that § ont of 10 working Amervicaus and their
amilies today are insured against wage loss due to old age and death
by the Federal old-ago and survivors insurance lnw, )

Wae come before this committee, thervefore, in a spivit of great opti-
mism as wo testify in favor of extending the benefits of our social-
seeurity program to those persons who have lost their enrning power
through somo physical or mental illness or aceident.  Progress of the
past hins given us great hope for the future,

!
FEDERAL EXPERIENCE WITH DISARIITY PAYMENTS

. The hazard of losing one’s livelihood because of non-work-connected
disabilities is the Inst major economic riskt agninst which tho American
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workman remainsg unprotected by social insurance.  The veason for
postponing protection agningt this canse of wage loss in the past is
understandable, although  further  postponement, we  helieve, is
indefensible,

I 1035 we inngurated owe old-nge insuranee progeam---a {remen-
dons undertaking for a Government which had had almost no experi-
ence in the field of soeirl insurance.  ‘T'o Imild soundly, it was agreed
we should move slowly,  We now have had more than 20 years experi-
ence in perfecting our old-age and survivors insuranee law and in
developing techniques for administeving it. “The result is a superb
system, soundly and intelligently administeved, an achievement of
which every Awmeriean citizen may justly bo prond. We are ready
now to move forward.

Advoentes of disability insuranee have realized that inhervent. in the
adminiztention of this type of insuranee are diliculties not_present in
the administration of insuranee against old age. 1t is no doubt wmore
diflienlt to determine bonn fide disability than to determine that a
worker has veached ngre 65,

However, experience has proved that this obstaele is by no means
superable, Ten years of suecessful u‘ml'n!iun of a disability insur-
auee progeam by the Federal Railroad Retivement Bonrd, an even
longer experience with similar tegal provisions by the Veterans'
Administeation, and administeation sinee 1950 of disability pnyments
under public-assistanee programs have demonstrated that not only
can disability be satisfactorily defined buf its presence is being sue-
cossfally determined under all these lnws for the purpose of nnking
benefit payments,

T MISAMLUEY YFrevze”?

Probably the best possible apprenticeship training for the adminis-
tration of a universal disability insurance program was provided by
the Congress in 1954, when it adopted the so-cnlled disability freeze
amendment to the Socinl Security L-t. ‘Thiz amendment, as you very
well know, operates to inerease the QOAST benefits for those workers
who suffer an extended interruption of their work expervience beeause
of disabling illness or aceidents,  When the Government has deter-
mined the existence of such a disability, the worker’s enrnings vecord
is frozen, and the period of disability is not counted in computing his
averago earnings on which the mmount of higx OAST benefits is based.

My organization hus watehed, with the greatest intorest, the prog-
ress boing made under this new lgw,  Our coneern hag heen with the
signifieance of the freeze program for a Federal disability-insurance
program., - Operations to dato have been most encournging,  T'he care
and intelligence, which have marked the development. of all new pro-
grams by the Socinl Security Administration, were exercised in pre-
paring for the effective day—July 1, 1985—of the disability freeze.

t was recognized that suecess in detormining disability was the key
to officient administration of this important new measuve,

Tn approaching this problem, the OAST Administration has not.
only utilized the accumulated expevience of such agencies and the
Oftico of Yocational Rehabilitation, and State publie welfave depart-
ments, the Veterans' Administeation, the United States Public Tealth
Services, and the Railroad Retivement Board, but a medical advisory
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committeo, consisting of somo of the most outstanding authorities in
a variety of specinlized fields of medical practice, of publie and pri-
vato medical administ ration, and social welfare services was appointed
to assist in developing pertinent medical standnrds und policies,

This advisory committee has considered the proposed stundards
defining the criterin for intevpretation and application of the defini-
tion in the lnw of disability, and that definition Mr, Cruikshank read
in his testimony.

It has also reviewed tho administrative plans developed by OASI,
including forms, procedures, and policies of special medienl interest.
As the law provides for cooperation in administration with certain
Stato agencies designated by State governors, stundards and guides
for theso agencies have been developed to insure equal treatwment of
all disabled persons throughout the United States.

Wo have had the privilege of sitting in on conferences between Fed-
oral and Stato administrators where operations under this new law
and the implementing regulations have been discussed, and we are
convinced that what is currently being developed will provide a sound
foundation for the broader disability program which we are hevo this
morning to support.

SUPPORT OF H. R, 7226

The National Consumers Leaguo sapports the disability insurance
provisions of H. R, 7225 in tho form in which they wero overwhelm-
in l;' approved on July 18, 1955, by the Iouse of Representatives,

%\ o ave pleased that. the bill is so deafted that tho payment of insur-
ance benelits for disability would become, for all practical purposes,
an extension of thoe old-age and survivors insurance system, and not
a soparato program, separately operated by & new agency.  The cir-
cumstances relating to wage loss due to disability and to old age are
so similar in nature and the methods of administration in both cases
so nearly identical that coordination of the two programs secms to
us altogether proper and economical,

Tho application of thoe same schedulo of benefits to benofieiaries of
OASI and disability insuranco we also neeept as vensonablo and desir-
able. Wao believe, of course, that to the extent necessary to meet the
costs of bonefit pnyments to disabled workers and to maintnin the
actuarial soundness of the QASI trust fund, social security taxes
should be increased ans is provided for in IT, R, 7225,

Woe heartily ap]ln'ovc of the relation that would be established by
tho bill between ‘eligibility for disability benefits and willingness to
?ccoi)tl vocational rehabilitation when such training is found to bo

easible.

Wo note that I R. 7228 provides for the creation of an advisory
council on socinl security financing. It is the hopo of tho National
Consumers Leaguo that among the subjects that may be studied by
this council, during the courso of its oporations, will be the practi-
cability of ultimatoly protecting all disabled workors, irrespective of
ago, by disability insuranco, and the advisability of paying benefits
to (iepondonts of disubled workors, as dependents of retired workers
now are paid undor OASL Wo feol, too, that much moro study
should be given, than has beon given so far, to the proposal that tem-
porary disability, as well as pormanent disability insuvanco, bo in-
cluded in our Federal socinl-security systém,

' +
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In 1948 the advisory council on social seeurity to this Financo Com-
mittee of the Senato made an excetlent veport on its study of the evils
of permanent disability and possible remedies for them.,  Many of
the provisions of 11, R, 7225 may bo traced to the recommendations of
that council.

An equally thorough study, made by the advisory couneil, for which
this l)il} wovides, of the economic and sovinl consequences of tempo-
rary disability and of methods of dealing with this huzard might also
lead to u sound legislative program,

In sugrgesting these studies, we nrve aware that it was, no doubt, with
just such studies in mind that Congress has proposed the establish-
mont of an advisory couneil on social security financing.  ‘The erea-
tion of such n council the National Consumers League would welcomw,
because of the informntion with which its investigations and studies
could provide us all in our search for eflective and intelligent solutions
of the problems involved.

Wao do ask that favorable consideration be given to this bill by this
committee,

Thank you.

Tho Ciiamaax. A\ ny questions?

Senator (rorar. Miss Stitt, did the National Consumers League
take any position on the provision lowering the age of retirement for
wonen from 6h to 622

Miss Srrere, Senntor George, we approve all of this bill.  Wo felt
that our time before you was limited so we decided to devote our entire
testimony to disability insurance which is our major concern. 1 might
havo added, however, that wo support the reduction in age for women,
the extension of coverage, and the extension of benefits to disubled
children beyond thenge of 18,

Senator (irorar, Thank you. T did not know whether your omis-
sion had any significance,

Miss Strr. 1t really doesn't, except. that disability insurance is
our main intorest,

Senator Barkeky, Tow many members of the National Consumors
League do you have?

Miss Serrr. We have members in every Stato of the Union, but I
couldn’t give you an exact number.  Wo havo been in oxistenco for
50 years,

“ou probably know about Florence Kelly, who was the founder.

We bogan onr interest in the welfare of workers as consumeors,
Flm'on(‘onl\'ully, you may remember, advised that wo as consumers
not buy goods made in sweatshops, not buy goods that were made by
workers who were paid less than living wages, or goods made by child
labor. Theso efforts to improve working conditions led us to the field
of labor legislution.

Senator Barkrey, Thatisall,

Miss Stirr. Thank you.

The Cramyan. Our next witness is Mr, Floyd Dover, of the Ore-
gon Tustituto of Social Welfare.

Will you take a seat, sir, and proceed ?
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STATEMENT OF FLOYD K. DOVER, OREGON INSTITUTE OF
SOCIAL WELFARE

Mr, Dover. My name is Floyd K. Daver, of Portland, Oreg., State
president of the Oregon Institute of Social Welfare, and district presi-
dent of the Northwest Institute of Socinl Welfare, comprising the

‘States of Oregon and Washington, with headquarters of the district

located at 508 Davis Building, Portland, Oreg.

T represent 2,100 members of the combined institutes of the 2 States.
Six years ago the Oregon Institute of Social Welfare was incorpo-
rated as a service organization to the needy elderly, handicapped, and
blind, and 4 years ago the Washington Institute of Socinl Welfare
came into being for a like service. In this capucity we serve on the
same basis as the veterans’ organizations serve the veterans in assist-
ing them to obtain their rightful benefits under the laws and regu-
lations,

In the past 5 years through the Portland headquarters we have
given service and counseling to 24,065 people who were subjected o
the State and county public welfave system. Eighty pereent of this
number, or 19,252, were 65 years or over. All the 20065 people com-
plained that they did not have enough food nor clothing, and not
enough money to purchase them: that they could not have any medieal
care or medicine unless they went to the county clinie, which the old
folks deeply resented. In every case—except on rave oceasions— they
were attended by student doetors and requirved to report early in the
morning and sit there all day, and in many instances {old to return
the next day only to have the same thing repeated, This cost the old
folks an additional sum for bus fare which they were obliged to take
out of their own meager allowance.

In their own report of January 27, 1936, the State public welfare
in Oregon states:

Grants to 19,068 needy aged in December 1955 averaged $65.50 * * * £70.40
was expended for the total needs of the needy aged this December 1955,

This included shelter., The $70.40 average includes shelter and those
confined in rest homes.

The remaining 20 percent, or 4,813 cases, were between 50 and 65
years of age and were under the general-assistance category. These
were all handicapped and disabled in some degree. Industry would
not employ them because they preferred younger and physically fit
people. It is the women in this case—and moslf;’ widows—who suffer
most under the Oregon public-welfare system. The State president
of the Washington Institute of Social Welfare reports the same con-
ditions exist there. In Oregon, it is almost downright starvation for
these people and especially so in the Portland area.

TFrom the report of the public welfare in Oregon, January 27, 1956,
general-assistance expenditures in December 1955 for 3,830 of the
cases provided food, clothing, and shelter, averaged $:i5.55. Housing
in Portland, Oreg., even in the slum areas, runs $30 to $40 monthly.
After paying rent there is very little left for food and clothing.
General-assistance cases are required by regulations of the public
welfare to cash in any and all insurance policies with a cash surrender
value, also bonds, and in most cases, nutomobiles are asked to be sold
before any assistance is rendered. .

.
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We feel this is strictly un-American and definitely destroys the
morale of these nlready helpless people. 1low can these people help
tthemselves when they have nothing to start with, should they become
rehabilitated or obtain some gainful employment . .

We have hundreds of people in Portland who are trying to exist
on $18 per month for food, clothing, and personal necessities, Iéven
if they did not purchase clothing or personal necessities, this $18
allowed them above shelter would only permit them to S{)(.'l.!(]' 60 cents
per day for food, or 20 cents per meal. And Portland living costs
are high. These people come into our office weak with hunger, crying
and pleading and praying for help—any kind of help. They show
the lack of food )hyswnlt\' and mentally. Inevitably they are mal-
nutrition eases, ‘I'he men mn this category do have an out beeause they
can and do join the breadline, which was 2 blocks long the day before
T left Portland. These men stand in line for hours in the rain, snow,
and cold, waiting to get inside for a bowl of soup.

A recent case I would like to present here is in a letter received from
Alice Lucille Wallis, dated Februarvy 4, 1956:

Dear Mr. Dovir: I received my welfare check yesterday for £061.20 which
isn't very much for me to live on for a manth., I have to pay $47.50 for rent,
and at my age 86, I am unable to do any cooking except to make a little coftee.
As you Enow I amn living in a hotel where most of the tenants ave elderly people.

As you can see, after 1 pay vent, I have $15.70 left to eat, and buy my hecessi-
tieg, and wmy doctor placed me on & diet 3 years ago. His name is Dr. Wise of
Portland.

I want you to know, Mr. Dover, that if it had not been for the Oregon Institute
of Socinl Welfare, and the work you did for me, I know I would have starved
to death. It was last November when I first called on you for help. For 4
months 1 lived on potatoes, bread, and water, 1 had to live like that in order
to pay my rent, amd even then, 1 was forced to borrow money to even pay my
rent, and at my age, it is awfally hard to borrow any money, even small sums,

I want to thank you for all the things you have done for me. Indeed I am
grateful to you, more than I can put into words.

Sincerely yours,

Arice Lucitre WaLLIS,
Portland, Oreg.
This case is not eligible to draw social seeurity benefits under the
present law., . L
The next case T wounld like to present is eligible for socinl security
under the recent revised law which is supplemented by old age assist-
ance. 'There are thousands of cases like this in Oregon and Washing-
ton. ITere is the letter, verbatim except the spelling:
PoRTLAND, OREQ., February 6, 1956.
Dear Fripxn: T will write you a few lines to let you know thut I am for
getting (securing) what we were talking about this morning. I have been in pain
for 37 long yeurs and I hope yYou ean do something for me so that I can have
more to live on and 1 have an injury where I was hwrt 37 long years ago and
have almost starved many thnes since, 1 am G0 years old now and get my social
securlty, $30 a month—not enough for me (o Hve on.
Monrnis I, ITARRIsS,
Before Mr, Iarris reached the age of 65, the Oregon Institute of
Social Welfare gave him assistance weekly to keep him from going
hungry and to provide fuel for him.
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Right here I would like to present the assistance plan and authoriza-
tion of award, for those on old-age assistance in Oregon:

Food (single person) 8
Clothing
Personal incidentals
Houschold supplies

Rep! ts

Fuel

Usually runs about $10 per month in Oregon.

The foregoing does not include the housing, and varies a little
depending upon whether renting or owning your own place,

oxt in line of importance to our old folks is clothing. It is shock-
ing to note that none of the 24,065 elderly })eoplo had bought a new
suit or dress for § years past. They bought cast-off clothing from
second-hand stores. From our own salvage store which we maintain
to help finance our work, we gave over 4,000 pieces of clothing to the
needy elderly people.

Eye glasses are the next item important to our elderli' people. These
are noxt to impossible to secure from the public welfare under the
present system, It usunlly requires a great deal of redtape, and in
nearly all cases, the public welfare declares it is “out of funds.”

Dentures are another problem facing the elderly people. In order
to securo them, the public welfare requires a doctor’s statement that
to be without dentures is injurious to the elderly person's health, or
prevents employment. Iven then it is a fight to obtain them.

Smpaai
g83g82

THE RELATIVE RESPONSIBILITY LAW

A law was passed in Oregon in 1949, amended in 1953, and again
in 1965, known as the relative contribution act. This law provides
among other things, that certanin relatives must contribute part of
their earnings to relatives in need of assistance regardless of their
ability to pay. For instance, if there ave 5 children in the family and
all b should be earning a gross yearly income of $4,000, with 2 de-
pendents, all would have to contribute $20 per month to the relatives
In need of assistance, Iowever, on the other hand, should only 1 of
the children out of the 5 be earning $4,000 or more per year and the
other 4 earning $3,009, the latter would be exempt from contributing,
and the 1 drawing $4,000 must shoulder the burden of contributing
$20 or more per month to the relatives in need.

Of course, the public welfare has made an investigation of all
5 children to determine which and who shall pay and how much., By
this time the entire family is grossly disturbed, and from then on the
family ties begin to break. Quarrels, bickering, even abuse, is the
result. Our own records show over 500 broken homes in 4 years
directly caused by the Relative Contribution Act.

The public welfare, however, paints a rosy Bicture of collecting
$20,0Q0 a month under the Contribution Act. But what they don’t
show is the cost of broken homes. The husband deserts the family,
leaying the wife and children to the mercy of the public welfare, sepa-
rating the children, and in practically every instance placing them in
foster homes, and virtually forcinﬁ the mother to go to work. This
contribution collection of the public welfare is the most costly ever

4
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nlu}ld{;, for the victims for the most part who have to suffer are the
children.

The Oregon clderly people and their families feel that the Relative
Responsibiilty Act of 1949, nmended in 1953 and aguin in 1965, repre-
sents a Soviet-type procedure in that it gives a State agency judicial
power without due process through our courts. Iowever, the Mult-
nomah County Circuit Court of Oregon has declared the Relative
Responsibility Act unconstitutional. The final decision is now pend-
ing before the State Supreme Court of Oregon.

After 6 years of research on the problem of our aged from the grass-
roots level, we believe that a just and fair solution to the problems of
our aged and their families, especially those reaching the age of 60
and over, would be the following:

1. Incrense social security to 5{:‘100 a month pension for all men 62
or over and all women at 60 or over.

2. FEliminate the State public-welfare commission insofar as the
elderly and totally disabled are concerned. Checks to be directly
issued by the Federal Government.

3. Pay $100 a month disability allowance to the injured and totally
disabled upon confirmation by competent doctors.

4. That a widow, 50 or over and under 60, whose husband has
received social security, receive two-thirds of his socinl security imme-
diately upon his death and continue to receive it until such time as
she remarries or qualifies for her own social security.

5. Appeal to Congress to outlaw once and for all the State Relative
Responsibility Acts. It has broken up hundreds of homes in Oregon
alone and invariably throws the children and mother on the pui;lic
welfare.

God gave us an abundance in America and we have created a scarcity
in fooc{; and clothing for our elderly and needy people. Congress
should provide some method whereby the surplus foods we have on
hand could be distributed to our own hungry, needy people.

Thank you.

The CrarrmanN. Any questions?

’%No response. )

he Ciramaan. Thank you very much.

The next witness is Mr. lidward D. Hollander, of the Americans
for Democratic Action.

Proceed, sir.

STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR,
AMERICANS FOR DEMOCRATIC ACTION

Mr. Horranper, Mr. Chairman, my name is Edward Hollander.
I am national director of Americans for Democratic Action. We
appreciate the opportunity to express our views in support of H, R,
7225, I will state them briefly and try to avoid retracing ground
which has already been covered by the committee,

ADA, from its beginning, has advocated every step to expand and
stengthen our social-security system. Many of us remember the
beginnings of social security in the United States, when the country
was still deep in depression, and remember that it was always an ex-
plicit understanding that we would progress as fast as the economic
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condition of the counrty would permit toward a system which was
more nearly adequate to the country'’s needs and commensurate with
s resources.

‘The 1955 national convention of ADA adopted unaninmonsly # reso-
lution advoecating:

L Further expansion of coverage and benefits under the federally adminis-
tered old-age and survivors insurance program toward the gonl of ndequate
coverage for all retired workers and thoir dependents,

2, The Inclusion of provisions whereby old-nge and survivors henetits will
be made available to workers who become disabled before vetivement age.

We balieve both the need and the resources ean bo convincingly
demonstrated now.

FIRST, WITH RESPECT TO NEFD

The Joint Committee on the Economic Report recently completed
a searching inquiry into the extent an causes of poverty in our rich
and prosperous country. The findings of that inquiry are, of course,
known to your committee, but T should like to eall attention here to
several which T believe are pertinent to 11, R, 7225,

First, that even in these prosperous times, 20 to 30 million of our
people are living in conditions of poverty aund acute want. Second,
that to a very large extent their poverty arises from cireumstaneces
which are not affected by the general condition of full employment
and high wages. Third, that old age and disability are two of the
prineipal civcumstances contributing to this poverty.

We should not tolerate this kind of widossn-mul and shocking want
among our people, and fortunately we need not.  'We are now in a
position where we can proceed to round out the adequacy of our
social-security programs us we promised ourselves in the 1930’ that
we would, The output of our cconomy in goods and services is
double what it was in the late 1930%s.  Our stndard of living has visen
by more than half, The outlook for the Amerviean economy and for
most Americans is bright.  Yet there are some-—too many—for whom
it. is bleak, indeed, unless we take steps to channel some of our ac-
cumulating cconomice gains to relieve their distress. If we do not,
our cconomic growth will continue to pass them by while vielding
moto and more to the rest of us.

This would be neither economically healthy nor sound poliey in a
demoeratic society. 1 think it is demongtrable that the vemarkable
growth of the eccanomy over the past deeade has been possible prinei-
pally beeause of the widespread and expanding purchasing power of
consumers, which has provided a strong and steady market for our
wonderfully productive enterprise economy:.

And I think it ean be demonstrated that the likeliest and healthiest
directions of further growth lie in the untapped demand for goods
and services from some 10 million families which, by the standards of
the rest of us, are underconsuming because they lack the incomes to
buy a decent Ameriean standard of living,

Consequently, all questions of Juumamty apart, measures which
will help bring these families nearer full phrticipation in our economy
and in our society benefit the country as a whole,

Tor example, it has been estimated that, if all families with incomes
below $2,000 were enabled to consume 1s much food as the averagoe
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Ameriean family, the demand for food would be inerensed by some
$3 billion, with consequent benefit to onr farmers and the economy
aenerally,

It seeins to us that 11 R, 7225 would provide a modest step in that
diveetion.  As 1 will point out a little later, we think it is in some
respeets (oo modest, but we believe it wonld represent a substantial
gain even if it were passed exaetly as it is before you.

The distingnished chairman of the Committee on Ways and Means,
in reporting 11, R. 7225 on behalf of a majority of his colleagues,
offered eloquent and convineing advoeacy of the billy which needs no
reiteration from me. 1 would like to raise some points not explicitly
included in his report which 1 believe ave relevant to principal pro-
visions of the bill,

BENEFITS 70 PERMANTLY AND TOTALLY DIABLED WORKERS

At any given time there ave in the United States abont 4 million
persons with long-term disabilities, About half of these ave in the
working years, 25 to 6+, About 1 million are men and women whao,
but for their disabilities, would be employed.  Many of these, of
course, have others dependent or partinlly dependent on them, and
their innbility to work is a major enuse of poverty. It is no wonder
that witness after witness hefore the Joint Committee on the EFeo-
nomice Report cited the lack of disability benelits as the most con-
spicnous gap in the coverage of our sovinl-security program,

The Chief Actuary of the Socinl Security Administration recently
testitied before you that under the eligibility standavds provided in
1L R, 7225, including the minimum age of 50, about 250,000 insured
workers would receive benefits.  Without questioning the striet tests
of permanent and current attnchment to the Iabor mavket provided
in the bill, we cannot snp‘mrt the vestrietion of benelits to persons Ho
years or over, There are less than hall as many disabled in the work-
ing ages below 30, but the need for protection is equally great—
perhaps greater, sinee the younger workers more often have young
children dependent on them.  We urge you to broaden the coverage
of these benelits to include all workers who meet the other eligibility
vequirements, without regard to age.

Wa also urge you to include dependents® benefits for such workers,
Unlike the typical old-age pensioner, whose family vesponsibilities and
material nvmls are minimal, the younger worker who is forced into
velirement. by disability generally hasa wife and, often, young chil-
dren dependent on himy for their many and vavied needs. .

Typically, he is paying for the family home and giving his children
an edueation at the time when the family expenses ave at a1 maximum,
Then, meve likely than not, he is under heavy medieal expenses by
reason of his disability.

The averago factory worker drawing disability benefits would be
eligible for n primary benefit of something less than $100 per month.
1t seems to us that every consideration of individual and social ade-
quacy argues for according him the same supplementary benelits for
his wifo and dependent children as ave provided for old-nge pensions.
His obligations are greater. his savings less, his period of need longer
than an old age annuitant. T'o reduce the family to poverty not only
infliets hardship on them but, by stunting the future of the family and



R e T Losted Wl o 2

536 BOCIAL SECURITY AMENDMENTS OF 1065

its children, leaves the country poorer and weaker, now und into the

future.
RETIREMENT AGE FOR WOMEN

In spite of the steady liberalization of the old-ngoe insurance system
for 20 years, old age and the characteristic dependency of old people
is one of the chief contributing causes of poverty. 1t has beon re-
peatedly observed that incomes of persons 65 and over are very low
compared to others in the population and, for a large fraction of the
a%e population, inadequate to support a decent stundard of living,
This is especially truo of the two-thirds or more of aged people who
have no income from employment. As recently as the middle of 1955,
nearly one-fifth of people 65 and over were dependent on public assist-
ance; that is, for practical purposes, destitute. About 40 pereent
were beneficiaries of old-age insurance, and foremost of these their
benefits were their principal or only source of income. Yet the aver-
age old-age benefit was only nbout $60 a month, and at. the time of the
most recent study the average income from all sources of marrvied
couples receiving pensions was something over $100 per month.,

Reducing the benefit age for women, as provided in IL R. 7225,
would represent a gain in several specific vespeets.

For married couples, it would make the wife, on the avernge, eli-
gible for benefits soon after her husband is, thus reducing the timelag
that intervenes in many cases between the husband’s retivement and
his wifo’s, This would increase by 50 percent the couple’s pension
income in the early years of retirement.

For widows and working women, it would advance their rotirement
at an age when employment becomes more diflicult and less remunera-
tive. The low incidence of employment and the very small incomes
of women in their sixties without husbands testifies fo their need for
this added protection. We agree, however, with Senator Neuberger
and with the minority of the \5nys and Means Committee that benefits
should be made available to widows at age 60.

Mvr. Chairman, there has been so much question raised by this busi-
ness of the proposal to reduco the retirement ago of working women
and widows, I would like to male one additional comment on that.

I think we have to distinguish between the objectives and the chav-
acteristics of private pension plans and public pension plans of this
sort.

One of the principal purposes of private industrial pension plans,
of course, is to keep the working force of the employer attached to
him as long as possible to reduce turnover, which is expensive and in-
efficient, and to keep his good workers on the job as long as he can keep
them. So that there are inducements for lllim to persuade his em-
ployees to stay with him as long as they remain efficient employees.

A public ponsion system, on the other hand, simply offers an oppor-
tunity to those women who cannot find jobs, for whom employment
is eléln;:ertmn and yields very litle, an opportunity to retire if they
need to.

I think it has been demonstrated over and over again that people
in this country would rather work than live on pensions because their
pensions are go small compared to their earnings, especially in these
times when earnings are good. So that I think Ii;:is perfectly consist-

?
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ent to have in our public socinl security program a provision which
pormits women {o retire at. 60 and 62, even though in privato pension
})]mls for people who are employed, the retivement age may be as
righ as 6B,

INCREASED COVERAGE

Woe support. the proposals in 1. R. 7225 for filling in some of the
gaps in coverage of the socinl-security program.  But we believe that
one conspicuous gap remains unfilled. This is the cutoff of $4,200 on
earnings subject to benefits and to contributions,  As the lnw now
stands, no purt of individual’s earnings above $4,200 n year can enter
into the determination of his benefits—in other words, the individual
carning $90 or $100 a week cannot earn benefits more than if he enrned
$80, This is a serious defect. in an economy of high and rising earn-
ings. 1n this respeet, the social security has failed conspicuously to
keep pace with the changes in the cconomy and in the capucity and
needs of the insured population.

The original cutoll’ at $3,000 covered the earnings of more than
05 percent of the workers subject to the act.  Actually, u cutofl of
abont $7,800 would be necessary to restore the degree of coverage of
1085. Since then, wages have tripled or quadrupled, but. the cutoff
has been raised only 40 pereent: so that now it just about equals aver-
ago weekly earnings of factory workers, leaving much of the earnings
of the covered population uninsured and untaxed.

Workers who have been earning $100 and $500 per month receive no
more than 108.50 per month in retirement, since no part of their
enr;\ings above $350 per month can be considerved in the bonefit for-
mula.

Wo believe that the cut-off should be raised to $7,200, with conse-
quent _increases in benefits and contributions. ‘This would permit
an individual to earn a benefit of as much as $158.50. At the snme
time, it is estimnted that raising the amount subject to tax would more
than cover the cost of the increased benefits.

In conclusion, Mr. Chairman, I would like to say that we are aware
of many questions that have been raised concerning the feasibility and
timeliness—very few about the desirability—of the principal provi-
sions of this bill. For the most part, these questions were raised by
the Department of Health, Education, and Welfare through its then
Secretary, Mrs, Hobby.

Mrs. I}'ol)by, in n leiter she sent to the Ways and Means Committeo
last yoar, raised these questions. Many of the points are relevant to
the bill you are now considering, though it is hard to escape the sus-
picion that many were included for the sake of politicnl rhetorie. In
what seemed an effort to obstruct, rather than enlighten, the then
Sccretary proposed a “study commission” such as served her so well
to delay action on Federal aid to education, without offering any con-
structive advico or counter-proposals, pleading ignorance on a sub-
jeet which had by then been before the Congress for 6 years and was
actually passed by the Iouse of Representatives in 1949,

We note also oppoesition of the Chairman of the Medical Advisory
Committee of the Socinl Security Administration to the payment of
benefits for total disability. This has since been echoed by other
spokesmen for the medical profession, and it would be surprising if

1781902—56—-pt, 2——-8
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this were not the point of view of the Ameriean Medical Association
whose opposition to such measures seems to have become antomatic,
Liko others with n profound distrust and distespect of \meriean
working people, they assume that avaitability of disability benefits
would ﬁ(-slmy the incentives to independence and self support  in
their words—

serve as i induccment to deter the applicant from ® ¢ ¢ belug rehabilinted,

It seems to me that in the history of social secarity in the United
States vefutes this on its face. The availubility of social-seeurity
bonelits has not weakened the incentives to work and to save. s
against these conjectural objections, there ave the solid faets that the
proportion of persons 6 years and over in the labor foree is about
as high now as it was in 10403 that the avernge retivement age is 45 -
nlthough benefits are available at 65 and that long-tevm suvings per
family—excluding social seenvity—ave about fomr times what they
were in 1935,

In other words, socinl security has by no means undermined ov di-
miniched the incentives for individunls and tamilies to suve for their
own independence,

The arguments of the spokesmen for organized medicine could be
tuken move seviously if they had not for 20 vears opposed vietually
every  proposal for incereased social and economie securvity und
serenmed “socialized medicine™ at every proposal to legislate in the
interests of the Nation's health,

Finally, there is the line of questioning pursued in the veport of the
winovity of the Committee on Ways and Means which, it seems to us,
deserves move zerious consideration,

These questions go to the accumulating costs of the social security
program and the employment taxes necessary to support it. o seems
to us, My, Chaivman, that this goes to the subject 1 raised nt the outset
ol my testimony 5 nnmely, can the countey, and the individuals whose
lnbov yields its natiounl produet, afford broader nsurance protection
against the cconomie hazarvds of old nge wnd disab: g ¢

Our answer is elear from what 1 said carlier: Timt with the vising
national income, we can attord these inerer  d protections and still
inerease owr general standurd of living,

Asucnso inpoing may 1eall to yowr attention the inerease in private
lifo insurance i foree, which has visen (o two and o hadt times what it
was when the social security aet was passed, vet beenuse of higher
family incomes, the costs of insuranee are less bhurdensome to the
individunl fumily than they were in 1935,

T'he basie questions ave: Do you have confidence in -2+ continned
growth of the Mmevicun economy £ Andif you do, is it noe veasonable
und pradent to alocate s small fraction of the inerensed income to the
purchase of these bronder profections?

Our answer to both questions is: Yes,

H you don’t mind, Mr. Chaivman, T would like, if | may, to conment
vory briefly on something that was said herve yesterday, or at least was
veported in the press to huve been suid heve yesterday,

One of the witnesses vepresenting the Mutunl Life Insurance Co, of
New York is quoted as having snid, with respeet to the lowering of the
vetivement ngee for widows, that the typical resonrves of elderly widows
are considerable,

!
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Well, 1 don't know what he meant by “considerable,” Me. Chinirman,
but 1 took the trouble to look ujra few facts on thissubject.

"There are a great many reports by the Joint Committee on the Keo-
nomie Report, in their study of low-income families, and we find
among other things that of nonmarried women, which of course
includes widows as‘well us women whe have never been warrvied, only
about one-fifth had what was termed in that report “asset income,”
which is to say, income apart from carnings or pensions or public
assistance s that is, income devived from their savings,

Only about one-fifth of them had asset income, and of that ene-fifth,
the average income from all sources, the asset income and any other
sonrees that they had, was something in the neighborhood of $800 a
venr.

"1 only wanted to offer (he observation that in the fuets and in the
oflicinl statisties that are available to us therve is certainly no evidence
that the typical rexonrees of elderly widows ave *considerable.”

Thank you, Mr. Chairmnu,

The Ciaemax. Thank you, My, Hollander,

Any questions?

(No vesponse,)

The Crrvemas, Thank you, sir,

The neat witness is D, Fdward JStieglitz of Washington, D, (.

Will you huve a seat, siveand proceed ¢

STATEMENT OF EDWARD J. STIEGLITZ, M. D.,, WASHINGTON, D. C.

Dy Strvsirz, Senator, Fowant to thauk you for the privilege of
appearing here as a citizen with speeinlized anderstanding of the
problems of aging. 1 do not represent any group, and certainly not
the Amevienn Medieal Association,

1 asked for the privilege of testifving against cevtnin provisions of
TE R 7220 heenuse of a tivm convietion that they arve pernicions and
destenetive to the moval fiber of the Nation.

Tustend of making a long statement or more specitically identifying
my=elf now, may I add to the record biographie data and a hibliogra-
phy of previously published items which ean be vefeered to at leisure
and which will confirm my status of an expert withess in gerontology ¢

The Cramesax. Without objection, the insertion will be mnde.

('The biography and bibliography of Dr. Stieglitz ave as follows:)

BIOARAPHIC DATA

Born i Chieago, 1L, 1880, Degreees: I3, 8, University of Chleago, 1048
M. N ihdstology), Untverstty of Clhideago, 1910: M. D, Rush Medleat College,
1022 Fellow, Amertean College of Phystelans, 1031 latern, Presbytertan Hoy-
pital of Chieago, 1021 22; fellow in wedicine, Natiounl Reseaveh Counell (at
Johns Hopking University Medleal School), 1022-23.  Licensed to practiee medi-
cine in Minels (1922), Colorado (1938), Wisconsin amd Mavyinnd (1938, and
the Disteiet of Columbin (1941, Ameriean Boned of Intermnt Medicine, 19037,

Socletles, ete.: Member Chicago Medieal Socletyy, Minots Medienl Roclety,
Chiengo Rovlety of Interiud Medicine, 103288, Present : Fellow Awerlean Med!
feddl Axsoctation, the tustitute of Medicine of Ohteago, the Ameorlean College of
Physictans, Phi Beta Kappa, AMphn Qmega Mplu, 8igmn Xt the Amerfean Asso-
clation for the Advoancemeat of Sctence, Ameviean Heart Assoclntion, Mneriean
Diabetes Association, Geroutologlenl Seelety (secvetary, 1945), Maodienl Soclety
of tho Distrlet of Columbln, Ameriean Prychosomatie Socloty, Acendemy of Medi-
cine of Washington, New York Academy of Medicine, Awmerlean Gevintrele So.

r=w



540 SOCIAL SECURIPY AMENDMENTS OF 1055

clety, Amerlean Soclety for the Study of Arterlosclerosis, Research on Aging
Conference, Cosmos Olub, Washington, D, C.

Past teaching positions: Assistant in anntomy, University of Chicago, 1917-10;
assistant in pathology, University of Chieago, 1010; associate in anatomy (his-
tology), University of Chicago, 1920; clinieal fnstructor in medicine, Rush Medis
eal College, 1928-27; assistant elinfeal professor In medicine, Rush Medieal Col-
lege, 1928-30: assoclate clinieal professor of medicine, Rush Medical College,
lggﬁg: research assoclnte, Department of Chemistry, University of Chicago,

Past appolutments: Asslstant attending internist, Presbytorlan Hospital,
Chicago, 1020-38: attending internist, Chlcago Lying-ln Hospital, 1020-31; at-
tending Internist, Chicago Memorial Hospltal, 1023-38 (hend of medicine,
1936-87) 3 reseavch assoclate In charge unit on gerontology, Nuttonal Institute
of Health, Public Health Service, Bothesda, Md,, 1M0-1#1; attending internist,
gerintries, 10405-63; consultant in gerviatrles, 1033-66, Chestnut Lodge, Rock-
ville, Md. ; member, conference on psyehiatele edueation, 1031,

Present appointments: Consulting internist, Suburban Hospital, Bothesda,
Md. (chairman, medlical staff, 1945147); consulting physteinn, Washington Home
for Iucurables, Wazhington, 1. C.; chnfrman, advisory council on professional
education, conmission on chrounie fllness, 1HY-HG: consultant in gevlatrles,
Veterany' Administration; lecturer on industelial medicine, postgeaduate medi-
eal gehool, New York University: gerlateie consultant, St. Elizabeths Hospital,
Washington, D). G, 1031~ ; consulting editor in the journal Qerintries; member,
aditorinl advisory board, American Journal Clinieal Nutrition, 1952-

PURLICATIONS

1. “IHistochemical Studies on the Mechanism of Rennl Secretion.”  Am J.
Anat, 20: 33, May 1021,

2, “Ilistochemlcal Studlea on the Mechanism of Renal Secretion.”  Proceed,
Ingstitute of Med, of Chicago, p. 185, Ieb, 1021,
« 3. "‘I{I)lsqmloglcnl Detection of Todide.” Jour, Pharm, ({ Exper, Therap., 22: 89,
Kept, 1023,

4, “Disturbances of Renal Function in Perniclous Anemin.” Arch. Int, Mcd.
338: 08, Jan, 1024,

6. “Histologle Itydrogen-ton Studies on the Kidney.” Arch. int. Med., 332 188,
Aprit 1024,

G. With W, E. Post:

“Hypertension : Clinleal Aspects of Etlology and Therapy.” Am Jour, Med, 8cel.,
171: 048, May 1026,

7. ““The Management of Iypertension In Pregnancy. Illinois Mced. Jour,, §6:
50: 234, Sept. 1020,

8. “Hypertension in Pregnancy : Relation of the Calclum Content of the Blood
to the Etiology.” Arch. Int. Med., 39 463, April 1027,

0. “A Cnse of Toxle Arsphenamine Nephrosis Treated with Sodium Thiosul-
phate.” Hiinoiz Med. Jour,, 52: 80, October 1027,

10. “Rlamuth Subnitrate in the Therapy of Hypertenslon,” Jour, Pharm. &
Eaper. Therap., $2: 28, Nov, 1027,

11, “Alkalis and Renal lnfury." Arch. Int, Med., 41: 10, Jan, 1928,

12, “The Pharmacodynamics and Value of Bismuth Subnitrate in Hyperten.
slon.” Jour. Pharm.«& Egeper, Therap,, 35 407, December 1028,

13. Scctlon on “Chemistry and the Kidneys" in Chemistry and Medicine.
Edited by Jullus Stleglity, The Chemical Foundation, N, Y,, 1028,

14, “Emational Iypertension.” Am Jour, Med. 8el., 170: 775, June 1030,

15, “Livaluntion of the Proguosis in Arterlal Hypertension.” Arch, Int. Med.,
40 227, August 1030, .

10. Arterlal ypertension, 8 vol. XIII--280, Paul B, Hoeber, Ine, N, Y,

1930.

17. “Bismuth Subnitrate In the Treatment of Arterinl Hypertenslon” J. 4.
M. A, 95;: 842, Sept. 1030,

18, “Nephritis in Pregnancy.” Am. J. Obat. & Gynee., £1: 20, January 1031,

19, “Arterial Hypertenslon,” 7T'he Trained Nurso and Hospital Revietw, 86: 33,
January 1931, ‘

20, With D, W, Propst: “Differential Arterial Telimlon." Am Jour. Med, Sci.,
184: 830, Sept. 1032,

21. “Cardlac Falluro: Report of a Case of Cardine Deconpensation of Fourteen
Months Duration.” Annals Int, Med., 6: 400, Sept. 1032,

'
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22, Sectlon on “Arterinl Hypertension” in The Cyclopedin of Medicine, Vol.
1L, pp. 208-318,  Editor-In-Chief, Qeorge Morrls Plersol, 1 A, Davis Co., Phila-
delphin, 1032,

23, “Nephritis in Pregnancy.”  Jour, Missouri State Med, Assoc, 20:50%,
November 1032,

24, “Prognostication in Yypertensive Arterlal Digense” Jlinafs Med. Jour.,
62: 414, Novetber 1032,

26, “Iherapeutle Results with Rismuth Subnitrate in Hypertensive Arterial
Disease.”  Jour, Pharm, & Faoper. Therap,, §6: 343,

20, “La D'atogenesis de In knfermedad Avterial Hipettensiva,”  Boletin de la
Asociacion Medica de Puerto Rica, 252 570, November 1032,

27. With L Gersh: “A Critleal Study of Histochemienl Methods for the
Determination of lodides In Vissues.”  Anat, Record, 56: 185, May 1033

28. With 1. Qersh: “Histochemical Studles on tho Mammalian Kidney; The
Glomerular Elimination on Ferrocyanide in the Rabbit and Some Related
Probloms.”  Anal, Record, BS : 849, Mareh 1014

20, Chapter XXII, “Dligeases of the Arteries” In Obstetele Medlelne, edlted by
Adalr & Stleglitz. Lea & Febiger, Philadelphin, 1034,

30. Chapter XXVIIIL, “Diseases of the Kidney” in Obstetrie Medicine, edited
by Adalr & Stieglitz, Lea & Febiger, Philladelphin, 1084,

3L With Fred L. Adair: Edited: Obstetrle Medicine: The Diagnosis and
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Dr. Stirarirz. In the first place, sir, the reduction of retirement
age of women from 65 to 62 ignores the trends of changing longevity
manifest in this country. YWomen have approximately a G-year greater
life expectancy than men today. 1If any change is made at all, logic
demands that women be considered ready for retivement later in life
than men, not. earlier.

Vital statisties data for 1953 indicate that an average white woman
aged 65 can be expected to survive approximately 15.3 years. Men at
the age of 65 average 13 years of survival. At age 50, which would
include those who would receive disability starting at age 50, the lifo
expectancy of women was 27.3 in 1953, or - years greater than that of
men of the same age. At age 62 one can expect an average survival of
17 to 18 years for white women.  Among the many deleterious conse-

uences that enactment of such legislation labeling a woman as unfit

or employment (or eligible for retirement at a younger age than at
present) is intensification and acceleration of the sense of uselessness,
the sense of being finished, the sense of being old. This feeling in
cither men or women is in many respects the greater tragedy of age
rather than economic insecurity. An awareness of uselessness is tﬁe
primary tragedy.

This nwareness is nlready a serions emotional problem which con-
tributes to the rising incidence of psychosesin the elderly. The mental
disorders of senescence and the senium, as you well know, are over-
filling hospitals for mental illness so extensively that younger indi-
viduals cannot get the eare which is necessary.  (Please noto refer-
ences 87 and 98.

Disuse consequent to premature and unnecessary retivement con-
tributes considerably to the degenerative diseases of later life:
obesity, dinbetes, mental deterioration. (Please note data in ref-
erences 87, 129 and 136). Anything which contributes to indivi-
dual survival without contributing to the national economy tends
to destroy morale, and morale has a very decided affect upon physi-
cal healt‘y.

It also intensifies that very acute problem which may be labeled
“when should puvents leave home?” Nuamely, should aged infirm
parents continue to reside with the children of the younger gener-
ation? Once an elderly woman starts receiving social-securit
benefits, the tendency is to move into the housechold of her chil-
dren. Two adult generations do not survive well together. The
prico paid in intense emotional stress for both generations far ex-
ceeds the benefit of a few paltry dollars.
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Lower retivement age of women (or men also) intensities the low
esteem for age and thorefore for maturity which exists in the United
States. Ilere there exists a nearly universal intense fear of age.
Ago is considored to be the equivalent of n loss of youth, a depre-
cintion and a decline in anticipation of death. ‘There is almost no
awareness or recoghition that agmg ean be and should be a ques-
tion of continuing growth of personality, knowledge und wisdom.

Respect for age and the aged generally parallels maturity of
culture, Mankind ‘is still very immatuwre and limited in vision. In
the concept that might makes right we see revenled the juvenile
emphasis of physieal force. The older and more mature cultures,
sucL us that of the Chinese, take greater cognizance of aging as a
developmental factor than do younger, aggressive cultures such as
our own, In the early pioneering days in Ameriea there was little
time and even less patience for the infirmities of age. This pat-
tern has persisted.  Our culture places an inordinate value and
emphasis on all that is young or that which is new. It is assumed
that new models of automobiles are necessavily better vehicles than
old ones.  Aging is considered to be a process of wearing out; youth
is idealized and held in the highest esteem. ‘The idolatry of youth
and its charactevistics, such as speed, certainty, aggressiveness, and
noisy self-expression has l'onchv(\ such heights of absurdity in our
Ameriean cu‘ture that recently Philip Wylie indieated America as
“the world’s first pediavchy™ wherein youth and children, by
dominating their parvents, have seriously distorted the Ameriean
concepts of edneation, discipline and maturity.

In our idolatry of youth and newness we intensify the sense of evil
associated with age. ~ Age is something to be feared, something to he
ashamed of, denied and shunned. This results in Tudicrous, incon-
gruous efforts at the concenlment of age by all sorts of decit, including
much absurd reliance on cosmetics.  But let us not be too free in
damning this as evidence of unrealistic vanity; in the present cultural
environment admission of age may constitute a truly serious barrier
to gainful employment. ‘The momentum of n cultural heritago is not

nickly overcome. The aged ave rejected and often displnced persons.
The advice of elders is often resented. Judgment, acquired only
through experience, is held in low esteem. In these days of speed,
action too often precedes judgment,

Enactment of any legislation which damns an individual by label-
ing them as old and ready for retivement intensities this problem, and
thus intensifies mony of the emotionnl stresses of later maturity,
Theso_in_turn contribute to the alarming increase in-incldence of
chronic degenerative disease, including involvement of the brain.
Such legislation interferes with opportunities to work ; employers will
find an additional reason for not employing older individuals, If
youn%\;er workers are available and those over 62 can get their social
security, why should they be employed? And, yet, they can be most
significantly productive.” ‘I'hus enactment of the revisions of II. R.
7225 will increase the prejudice and the resistance of employers to
utilizing more mature personnel. It is severe now. After World
War IT the Veterans’ Administration reported difiicutly in placing

1 Amerlca—The World's First Pedlarchy, Pocket Book Magazine, No. 1, November 1054,
}
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veterans 35 years of age, because employers felt they were “too old.”
(Please note data in references 50, 51, 53, 08, 72, 87, 08, 143, 149.)

Permit this attitude to spread, this concept: that the older individual
is no longer competent, and it may even jeopardize the election of
older eleeted oflicers in Governiment.,

Senator Barkrky. You have got some proof against that theory
right here,

Dr. Stienrrz, The exception of exceptionnlly  exceptional men
merely %n'n\'os the point,

My objection ta the new section on disability insuranee arises be-
cause it puts profit into disability.

The previous witness testified that this did not delay recovery.
However, there is ample evidence to indicate that wherever there is
profit in remaining disabled, it definitely and decidedly retards re-
covery and often inhibits any elforts to make recovery.  (Note data
p. 117 inveference 87.)

Some of the more obvious absurdities of the veterans’ disability
and other benelits are now being reviewed by a Presidential Commis-
sion. 1 suggest that the committee obtain some of these most signfi-
cant.recent indings, .

This proposed legislation completely ignores the impovtance of
absolutely essentinl efforts toward health vequired of the individuals
if they ave to avoid premature disablement because of chronie pro-
gressive disease.  The bill contains no reguirement whatsoever that
rehabilitation or efforts to maintain health are necessary before dis-
ability payments are made. It seems to be assumed that most dis-
ability avises from malignant forees over which the individual has no
control.  Such assumption is invalid. The vast majority of dis-
abilities in the lnter years of life are consequent to n group of pro-
gressive diseases which ave essentially endogenous, and amenable to
revention or returdation ouly through individual self-discipline.
The payment of money for disability without efforts toward publie
education in matters pertaining to the maintennnce of health, with-
out research, without preventive programs und rehabilitation services
is futile, wasteful and detvimental to the public welfare. I refer
you to references 59, 62, 70, 73, 77, 87, 02, 08, 99, and especially 129,
135, nnd 148,

Appurently there has been great difliculty in attempting to define
digability, hoth in the bill as is now writen by the Itouse and in the
discussions which have heen reported in the press from your hearings.

The question is: When a man disubled or when is a woman dis-
abled? TFundamentally, it is when the individual quits trying, We
must. remember that the delightful human comedy, noteworthy for its
tremendous insight, “Life With Iather,” was written by a man who
was bedridden with arthritis; he conld pick at a typewriter shing from
a frame over his bed with one finger and no more.  Was he disabled?

Disability arises when an individual quits trying. And, if we make
it too profitable, we encourage quitting.

As the definition of disability now reads in the bill it could be
interpreted as including chronic uleoholism, vagraney, and various
kinds of addiction, either to drugs, indolence or to apathy, These
States would constitute disability as the bill is presently written.

Compensation bonrds for industry and for the Veterans' Adminis-
tartion have struggled with the problem of delining disability for



548 80CIAL S8ECURITY AMENDMENTS OF 190566

ears, Logic had to be forsaken for arbitrary rulings. The present
aw could but add to the confusion,

My primary objection to IT, R, 7225, however, is that, in my con-
sidered opinion the bill is detrimental to the national welfare. It en-
cournges depreciation of the moral fiber of this, our beloved, Nation.
Any prolonged or excessive paternalism, no matter how benignly in-
tended, is perniciously corrosive in its consequences. Iixcessive de-
pendency vetards development of maturity in personality, It is im-
material whether dependency is continued or exaggerated within the
family as a child-pavent relationship, by the church, or by the State.
The net vesult is a retardation of growth; a vitiation of maturation.
Immaturity is characterized by failure to accept the inevitable in-
separability of privilege and responsibility ; that every responsibility
constitues a privilege and that every privilege constitutes a responsi-
bility. The most serious consequence of generalized immaturity is
failure to accept the responsibilities of freedom. As Eric Fronm, in
his significant book, “Iscape I'rom Freedom,” published in 19042,
pointed out, people, the free peoples of the world, are actually seeking
to give up their freedom becnuse of the responsibilities involved.
People are secking paternalistie support, or a state of dependency, un-
realistically belioving they can retain true independence simul-
taneously.

Thus 1t is no wonder that there is neither solidarity nor conviction
in our psychological warfare against totalitarian regimes. Without
necessarily being aware of it, our population is asking for a continua-
tion of dependency rather than true freedom. The constant reitera-
tion of the need for and benelits of security is fundamentally dis-
honest because there is no such thing as sceurity ; it is a enphemism, a
myth begotten of childish wishing. ‘I'o promise security, social or
otherwise, is to promise a pot of gold at the end of a rainbow that
doesn’t exist. Of course, everybody likes Santa Claus, but only chil-
dren vote for him as being real.

If the Congress wants to keep the people of the United States
immature, it can encourage it with paternalistic legislation. If we
want to build a Nation of more mature people there must be, as
President Eisenhower has said, a resumption of the sense of respon-
sibility for self.

The results of Fovernmentn] paternalism are already showing in
many ways. Early this year Captain George Raines of the United
States Navy reported in Cincinnati the resuﬁs of nn extensive study
of discharges from the Navy for personality reasons. In brief, gen-
tlemen, there has been a tremendous change in the attitude of the
young sailor, and the number of discharges because of unsuitable
personality has increased conspicuously. YWhereas the boys formerly
asked, “Is this right#", they now ask, “What’s in it for me?”,

Apparently we are developing a population of “gimme guys”—give
me this and give me that. These are boys who grew up since 1932.
X view with alarm the threat of irresponsible self-interest when this

resent generation becomes elderly. Their demands may become an
insurmountable burden. ;

Perhaps it is time to stop, think, and question whether continued
enhancement of the survival of the relatively unfit through depend-
ency and the retardation of their maturation of personality and sense

}
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of responsibility consequent to pnm}aering paternalism_will not ulti-
mately jeopardize the survival of the more fit of the Nation.

This, in my opinion, is the greatest menace of the legislation under
consideration becnuse it is unrecognized. Though subtle, these forces
are most decidedly powerful.

Rather thau destroy or inhibit responsibility for self as this bill
does, I would urge the cultivation of physical and mental health
through instruction and example of self-reliance, self-discipline, and
self-esteem. The encouragement of work in later years can contribute
much more to self-confidence and health, which includes happiness,
than dole-like money payments.

These the bill tends to erode.

Thank you, sir.

The Cuamzan. Thank you, Doctor. You have made a very inter-
esting statement.

Any questions?

Senator Bargry. Doctor, you said you were not speaking for the
American Medical Association, but arve you a member of 1t?

Dr. Stirerirz, Yes,

Senator Barkrey. Youare not speaking for any group?

Dr. Srizerirz. No, sir.

Senator Barkrty., What experience have you had in your capacity
as a physicinn, either in private practice or in public relations, that
compels you to do the rather unusual thing of coming in your indi-
vidual capacity, in your own name and right, to testify about this
legislation? YTave you had any membership in any organization or
nniv) exgerience that has brought it to your attention forcibly?

r, Stieerirz. The biographic data contains the evidence of my
qualificationsasan e:\'l;el't 1 the problems of aging.

Senator Barkrey. Your biography givesitall,but I haven’t read it.

Dr. Stieanirz. Yes, I realize that.

I graduated and started the practice of medicine in 1921; I have
been in the practice of medicine since 1923, In the last 20 years my
major concern has been with the problems of aging,

I wus for a period of time at the National 1nstitute of Health in
Bethesda, setting up the first unit for the study of gerontology. This
unit is operating out of Baltimore. Gerontology is the science or
study of ugin;; n contrast to gerintrics which deals with the clinical
application o imowledgo to the discases of age,

Ly text book “Geriatric Medicine ; Medical Care of Later Maturity”
is now in its third edition. The appended bibliography of research
and other articles includes approximately 150 publications largely
pertaining to this subject.

I have taught at the Rush Medical College and at ather universities
and medieal schools, and held and hold a number of consultive posi-
tions.

If you wish to know the societies of which I am a member there is
a long list ; they are all sicentiflc organizations,

Senator Baruiry, I just want to get the general idea.

Dr, Stirarrz. My qualifications as an expert in the problems of
Intor life, both ‘)sychologlcnl physical and sociological, 1 think, will
be revealed by the bibliograpi\y.

Senator Barw.ex. Yon paint a rather pessimistic picture of our
current youth,
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Dr. Stirarirz, 1 don’t blame the youth.

Senator Bankiky, 1 don't take quite that pegsimistic view as you do,

L enn veeall the age of the flapper, 1 vemember that [ lived through
the age and everybody predicted that we would have no more good
families, that none of the young women were going to make good wives
heeause they were all flappers as they were called, And, yet, they
turned out (o be just as good mothers and citizens as theiv forefuthers
or foremothers,

And T think that in this last war and in all the wars we have been
compelled to fight, the young men of our country have displayed as
much heroism as they did o hundred or a hundred fifty years ago.
So that 1 don't take quite the pessimistic view of the degeneration of
our youth as you seem to take,

Now, 1 have great vespect for your opinion and your ability.  You
have given us a very clear statement of your views, but L ean't quite
coineide with the iden that seems to prevail thut we are selling our
young people down the river. That may not be n happy expression
but it seems to be the trend of your mind.

[ was expressing my own opinion, you don’t have to rveply to it.

The Cranoean. Are theve any further questions?

Senator Barkeey, That is alll That wasn't a question, that wus
a statement.

The Coamyax. The hearing will adjourn until 10 o'clock tomor-
row morning,

(By direction of the chairiman, the following is made a part of the
record )

RavrizMonre 8, M., February 2, 1056,
CHAIBMAN, FINANCE COMMITTEY,
United States Senate,
Washington, D, C.

Dean S 1 understand the socinl-seeurity lnws do not eontiin a provision for
the walver of soctalsecurity benefits, such ay s contained in the Ratlvond
Retirement Acts and the Civil Rervice Retivement Act: -and 1 guote from seetion
13 of the Civil Service Retirement Act:

“Auy person entitled to annulty from the civilservice retirement and dis-
ability fund mmy decline to aceept all or any part of sueli annulty by o wahver
signed and filed with the Commission,  Such waiver may be revoked in writing
at any time, but no payment of the annuity waived shall he made covoring the
period during which such waiver was in effect.”

1t i3 suggested and hoped that should your committee recommend any further
changes In the socid-seeurity laws a simbav walver privilege as nbove iy
incorporated.

1t is my understanding that the waiver mentioned is beneticial to militae
veterang, in that it permits them in so waiving cevtain benetlts to keep thewr
“income” within the lwits permitted for the purpose of gquulitying for the
non-service-connected penston, It otherwise qualitied, as may be awarded by
the Veterans' Administration,

Very respeetfully yours,
Ricnann MacKay,

FEnpruary G, 1104,
SENATE Fivancr COMMITTEE,
Washington, D. C.

GENTLEMEN : This letter is in vegurd to M. R, 7225, I wm unable to attend
a public hearing bt would ke to offer my views, '

Benefits under soclal seeurlty are figured on avérage earnings from January
1, 1061, to the year in which applicant reaches hig ¢ith biythday. Many self-
cmployed persons were covered for the tirst time during 1035, including €armers.
On aceonnt pf the loss of the years from 1051 to 10535, the law was passed to allow
uppteants to drop out up to 4 years of low or no gm‘nh\gs uder covered employ-

’ +
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ment, whieh made thely situntion to be on un equitithle basis with those alveady
covored.

LG 7220 proposes to place the remnining sclf-cmployed populition, Including
optoneteists but poxsthly exeluding physicinns, under sovinl security, which 1
stncerely hope will be effective as of Januunry 1, 1936,

Howover, It these people can onty drop ouy 4 years of no covered enrnings, it
woulid not be falr ax they never conld attain o maximum average on aecount
of the year 1655, during which they were not allowed to be covered wherens
nost people were. (1 know they conld drop ont 5 years I they were under
soetnl security ot least 10 years, but many woeuld not be able to he under that
Tong.)

Therefore, T respeetfully suggest that you embody in I R, 7225, a clause
stmblae o the following: “Porsons newly covered umder this aet may retro-
netively pay FICA taxes on thefr net earned income for 1055 on an optional
hasis, which shalb entitle them to 1 year of coverage provided this is puid hefore
Drecemher 31, 1058, or something to the effect of above.,

This will muke ft fair all around and will not foree those to he covered
whe are unwilling, for 1055, Fallwre to do this will make it impossible for
many, especinlly of the older group, to attain an average to make up for the
loxt year,

The pussage of the - year dropont proviston passed last yemr equalized the
appoviunities of those newly covered in 1955, <o I hope you will also consider
the justice of similay provisions for those who 1 hope will e newly covered in
1056,

Rincerely,
W. F. Mansviemn, M, D,

TEANECK, N, ), January 10, 1056,
Re Nocinl-secnrity law,
How Cravronp P Case,
t nitod States Scnator, Washington, 1), €,
ag Seyavtor Cask: 1 oam taking the Hberty of drawing your attention to
what appears to me 1o be o gross infustice to o certuln group covered under
sovinl seeurity,
Originalty, of course, the tax was based on g maximum salary subject to tax of
Then avonund S0 the tax baxis was raised (o 83,600 and last year to

Now, say for o tnnn reaching 65 yeavs of aue this year, and assuming he had
worked 10 years from 1937 to 1047, he recelves considerabi¥ loss monthly pay-
ments than 2 man who worked 10 years from, say, 1045 to 1055, The argunent is,
apparently, that as he only paid tax on a hasis of 3,000, he shokld not henetit
s el as aoman who paid on e basts of $S3600 oy S L200,

Ihix argument, of course, would be <ound, i o dolbae in 1955 had the same
purehaging power ax a dolinr In 1937, Therefore the result is that in 1937 o
noen padd ot social security dollars worth 100 cents, but is now patd in dolars
worth only from 65 to 80 cents, and recefves Jess of these lower value dolhars
than the mmn who pald into socind seenrity dotlars worth from G0 to 80 cents,

Itowas very mieh havder (o ecarn 3,000 iy 14937 than $4.200 today.  Orvdimoey
Inborers earn upward of £2 per hour today, while some college professors enrned
ot muels over S3,000 per snntun in 1037,

PThere is one other argument why a omn should veceive congideration whe
started paying sochd-seeurlty (ax back around 1937, ‘Those payments, at least
theoreticatiy, should hnve been eavning interest for almost 20 years, axs apainst
n very shiort time for the man paying on the basis of $3,600 or $4,200,  This avgu-
ment, however, Is sHght ax comparved to the njustice of taking n man's 100-cont
dottars, and then paying him uek a lower amount of 60 to 80 cent dollurs,

My contention {s that a man's socinbsecurity benefits should be based on the
numbier of quavters n man worked and paid soclal-security tnx,  That Iy, whether
he worked say 10 years, from 1937 to 19047, or ray from 1043 to 1035, his secial-
security benetlts should be the same,

1 hope I have made my point elear to you, If so, and provided you agree with
me, perhinps yon will he goo:d enough to propose legislation so that equal benetits
nre payable toall,

Respeetfully,
Worpkevar K, Bier,
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CARE OF PRENCH COMMERCIAL COUNBRLON,
New York, N, Y., Janwry &, 1956,
Kenntor Tlanky Froop ltve,
Neaate Finance Commlittee,
Nenate Ofice Building, Washington, D, ¢,

DrAR 8exaror Byknd As loval and conselentious Mertean citizens employed
by forelgn governenty in this country, we respeetfully vequest the inclugion of
tndividuats Inour eategory within the framework of our country's soctul security
teghsintlon,  We ave hereby submitting to you a petition hearlie the signnturve of
L7 eltiz s employed by forelgn governtments whe Reenty belleve that they ave
entitled to (he privilege of coverage under soctal security,!

We turn to you and your colleagines on tlie Senate Floanee Commlttee to smend
the Neclnl Secenrity Aet so that we can be protected after vetteeient in the
e way ax the wmajority of oure tellow eltizens ave

You have expressed your Intevest and concern with our problem and we trust
that now that the opportumity Iz belng presented to you, you will be able to nmnke
possible new fegistation to inelude these Amovieans winder (e Social Seearlty

We thuank you for your efforts on oue hehalf,

Slneerely yours,
Brariicr Aukenaen,

s

AvErteaN MereanNe MagiNeg INSurvie, e,
Washington o, D, C., Junnary 27, 1956,
Senator tianny FProon Hyen,
Chairman, Commitice an Finanee, United Ntates Senale,
Washinaton 25, 1), €.

Drar 8exaton Bywn: The Amerfean Metehant Mavine tnstitute, o trado
orgnnization representing 53 United Rtates-thye steawmship compantes operating
in the domestic and forefun trades of the United States, notes that during the
course of heavihgs now belng conducted by your committes on L R, 7225, soctal-
security amendments, that proposals for additfonal anendments are being made.

Wo wizrh to express our opposition to any proposal providiag for the exten.
alon of soecinlgecurlty benetits to restdents of the United States employed by
Awmerican employers on forelen-flag vessels and to urge that 1t these benetits are
to be extended, they be restricted to eltizens go employed, .

Yery (raly yours,
ALVIN Suapno,
Washington Representative,

Liovp Braawxio,
v Noiwe Orleans, La,, December 88, 1056,
Hon, Atixy I FureNoes,
United States Scuator, Senate Ofice Building,
Washington, D, 0.

Dean SENATOR BLIsnpER: Wo, the undersigned,! employees of Lioyd Brasitelro,
an agoney of the Governmont of Breazil, who arve Amerlean cltizens, taxpayers,
and qualited voters in the State of Loulstann, most respeetfully and eavhestly
appeal to you for assistance tn corvecting an omission fn the soclal-seeurity
program for employees siteh as we and others who while following thelr profes.
slon in the cploy of foreign povermuents arve not belng afforded the proteetion
aud equalities of other Ameriean eltizens tor our old age,

Wo are I the category of white-collne workers with tamiltes to support and
eduente and with the cost and atandard of Hyhnge of tedng find it diffiealt to
accnmnlate a savings or afford the premivm on another type of tnsurance com.
parative to soclal-securlty benefits that woulil protect enr tamitles, shonld they
be deprived of our Income by death, or for ourselves, shoutd we reach the mature
axo of the goclal-securlty propram,

Wo anderstond wo are belng deprived of the benetits beeanse there i no way
fh which tho United Statea QGovornment can aceept uny payient from a forelgn
government in conjunction with the American employee uider the Seelad Seen.

tPetition refersed to retatued tn committee filew,
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rity Act: however, wo botlove that 1t s foastble and o way conld be found to
broaden the aet to permit Ameviean eiuployees in employment such as ours to
pay the full premfum ax would be the case shonld we be self-eniploved and
vatrning over the minfimum nmount requived.

Wo feel suve that 1 is your earnest destre to proteet amd ald dtizens and
their tantilies n your communnity atd fully venlizing our problem and havdship
will be suecesstul n thudime the way and rewardlig us by the good news of
tnelusiont in the soctal-security program by cogvesstonnl action of the next
session,

Please aceept In advance our thunks and deep apprechation of your efforts in
atte hehdr,

Pelta 8, Fonte de, Lhdsey Authony Mueoin, Odga Day Badon, Mil.
dred Veolhel, Peart M Saudos, Jotim Baimguere, 0, 8 Buforth,
@, P Berzeron, Lo Johnson, A0 AL Roblnson, A0 Hevan, 12 L
Thorw, J.0 0, Branswick, W HL Reyuolds, Bogone AL Brown, Se,
JOE MeCleland, 8e L Passiore, 1ML Gonzales,

UNvee Xpavers Rexaa,
Washington, D, C, Pcheaarp 13, 1956,
The Honorabte thaeey 19, Byen,
Chairman, Conpmitice on Pinanee, United .\'mh.\ Nenate, \l ashington, D, C,

D M, Covvay s Last week dohn Hofer of Freeman, 8 Dak,, ealled at my
eillee with regard to old-age assistinee aud snrvivors hn-nmmv henetits,

My, Uoter vetired feam tavming operations several yemes ape prioe to the enact-
ment of dogistation whiteh provided thnt agvienltueal workers, employed aud
selt cmployed, were eligibte for sovctal securlty coverage,

Me, Hofer, along with others in the same eategory, feels thal an injustice is
belug done (o them and that they now thul themselves unable (o secare the henetits
of the net.

Ruce your cangnittes Is naw giving constderation to legistlntion nimending the
Sockl Necurlty et (0 would be apprechnted (F the committer wonld explore the
possibitities of providing a method to extend coverage to our elder eitizens in
this group,

Khudest vegards,

Nincerely yours,
Praners Cany,
Nenator from Seuwth Dakotua,

ARM Runkag,
y Uebriary 6, 1056,

e
Waeo,
Hon Lyxpox 1L Joisson,
Nendte, Stale of Texas,
Washington, D. (.

Dear Laavon: Phis s i repnrd to the seclnl-securiy progemm,  Favimers in
Toxas, ax 1w suve you know, are not at ol satistied with the existing soetat-
seeiry progen,

1 lnve diseussed this mntter with county favin people throughont the 8tate of
Tenas and the majority of them had this to say abont socinl xecurtty.  Pirst of
all, i soclnl-securlty programs ave necessavy for favmers, they shonld be on an
optionat hasls, not on a computzory asix,

exas Ciemers ave nlso a bit doubtral of the sonudness of the disalility bonetits
fn ILO1L 7200 We are afvald onee the provision s adopted, future politieal
pressures could very easity result s a teradle to the grave” seearlty progeai,

Another very hmportaut tem that tavmers nve very distuvbed about s the
coverige of fnrmworkers, A= yon know, under existing lnw farmers nve requbved
to Keep recotds oh every \‘llllllo\'l‘(‘ hlrml during the year which he pays as naeh
as 810, ‘Phis cortdndy works a laedship in thint i vegqiives o mueh bookkeep-
ing tor the hulividual tavmer duving o seaxonal havvest,  In fact, some far ners
say s been weeessaey for them (o eaploy individuats to km\p these vee gads,
1 think this mutter s cansiog more dissatisfetion nueng favimers ny other
provislon of the program, T don't feel thnt farmworkers should come nnder any
soclnlxecurity program hut 1f woe nre golug to lnve o nw whiteh brings (e nndor
the sm‘lnl-m-urllv bonetits, T Hhink betore they hecome oligihle for soclal seeuvity,
they shonlkd work for a tarmer ot least g0 or 70 days, U think If we cannot et

TR ML opt e -
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this workday provision into the regulntions, then an alternute would be to raise
the mintmum to $200 Instead of $100,

As you know, the soclul-security taxes are scheduled to be tnereased durhyg
the next 20 years until they are ¢ percent of the net lncome for self-employed
and 8 percent on payrolls.  In my opinton, 1f this happens, thisx will not be n
penston program but a welfare program Instead,  In fact, the way 1 figure i, by
i10'16 a self-employed farmer will be paying more socinl-security tax than tncome

axes,

Anything that you can do concerning the items I have mentioned above will
certainly be appreciated by myself and the farmers of Texas.  Thanking you in
advance and looking forward to seeing you in the tuture.

Yours sincerely,
J. WALTER ITAMAMOND, President.

New York 33, N, Y., February 9, 19546,
Hon, WarLTER F. GEoRar,
United States Senate,
Wasghington 25, D. C.

My DrAR SeNATOR (GrorRer: Sluee the social seeurity law is belng changed,
will you please cousider service-conneeted disnbled veterans who have passed
65 years of age, nud have such veterans inclidwml in the social paymoents?

For many yaers I have heen a registered voter from Geovgin and a member of
Tom IHollls Post 34, American Legion, Forsyth, Ga,

I am a service-coniected World War 1 veteran and recelved a smnll pension
from the date of my discharge, Mareh 10, 1020,

At present T recelve a monthly penston of 101,59, and have to support my wife
and self and meet expenses, and try as havd as we ean, it cannot be done.

On April 28, 1030, I vecelved orders to report at Mount Alto ospital, Wash
fngton, D. C., to be examined for vetirement as n disabled ex-Avrmy officer;
the examinations were continued until May 28, 1030,

Before teaving Mount Alto Hospital, my ward M. D, told me I had more
than enough =kin dizability than to vetire me, and I ealled on the commanding
oflicer there May 27, 1030, he hnd his secretary to bring in my service folder
after looking it over he sald, “You will soon be retived and have a new perspees
tive of life,”

The examining board ruled that my disabiiities had not then reached the stage
to bLe retired.

It was common knowledge that more men from the Medieal Department had
recelved thetr retivement than from any other brauch of the service,

Some of these men had a stight stomach trouble, but were retived,

I managed to get a written veport from the Chief Clerk, War Department,
about mfr conditlon at Mount Alto Iospital; the report was so awful that I jost
no time in employing a New York lnwyer, and sued the Untted States for $10,000,
the amount of my Ufe insurance poliey; we collected $6,000 in the United States
Court, Southern District of New York, but my lawyer got 10 percent as his fee.

I need your help, and I shall thank you to conslder my case,

Yours sincerely,
Joux M. RicitArbsoN,
. C-39 154,

[

KepiNariern, MAgs., Februarp 10, 1956,
Senator LEVERETT SALTONKTALL,
Washington, D. C.

Dear Sir: While one's laying on a hospital bed for some length of time he
docs a lot of thinking; therefore, this letter,

Preamble: I am 70 years old, self-cmployed, same line 40 years, own my own
honie and a few acres of- ground; hobhy, berrles, vote ns n Republican sineo
I was 21,

My doctor says I must cut down on my work; I would like to cut it in half.
1 cotild have collected soclal-security § years agd but cannot Hve on that amonnt,
$108 Per month plus $1,200 a year, Any amount you earn over that you are
penalized $2 for every $100, according to folder OSAI-1934-3; if I earned
$2,080,01 in a year I lose all payments. Is that falr? There are thousands
in the same position ag I am in, Ay idea wm}m be to raise that $1,200 to 2,400

N '
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for the 65-70 year perlod and abollsh it from 70 upward. ‘Then any money
enrned wonld be tazned as heonte less one’s exemptions, no pennlty on your
soclal-security payments,

A Senator from Mixsourl {8 or has filed n bl 1o abolish the $1,200 at 65 years,

Admintstration of funds In soclul securlty.  We all put in our share, as more
people are Included, the take valses each B years to cover fnerensed costs,  Bonds
at 2% percent.  These bonds arve for 10 to 156 years, o certain nmount of tax
money must be used to pay this intevest, and redeem the bonds at mnturity,
Ivery taxpayer is clipped on that deal,  If 60 percent of the stabilizing fund
could be put nte houds of Ameriean "Lelephone & Celegraph, Du Pont, Monsanto,
General Motors, or any bonds that would carn 5 pereent, or even 3 pereent
and where the taxpayer was not called upon to help redeem them such as
munieipal, State, or county bonds, that Interest money would save milllons
of dollurs over n perlod of years and the payments could be Increased or more
people benetited,

I heleve a program such as I have outlhned could be worked ont, it would
treat every person in the soclal-security bracket equnl, and give a lot of people
who are less fortunate than 1 am, from living in one reom in order to keep
body and soul together. Each party, Republican and Democrat, are trying to
get o lead on ench other to fmpress the voter. This, T helieve, would help the
Republieans to stay 1n power,

T'rusting I have not bored you, I am,

Yours traly,
Harorv C. LAMBERT,

WasniNaroy Srate Fansm Buneav,
SroxANE, Wasi., February 18, 1956,
Congressman Warr HoraN,
House Ofice Ruilding,
Washington, D. €.

Dear Warr: It {s our understanding that the Seante Finanee Comulttee plans
to report out n bitl to amend the Social Seeurity Act.  Farm Bureau s very con-
cerned over some of the proposals to Hheralize benefits as set forth in 1. .
T2 and we recommend that Congress establish o commission to mnke a com-
prehiensive and impartinl nvestigation of (his problem before any further actlon
is taken. We are opposed to any lHberalzation of benefits which would vequire
un inerease In socinl seeurlty taxes at this time.

As you know, the coverage of farm Inbor has ereated some terrifhe dificulties
in reporting and record keepiug where transiont and part-time workers arve
employed. This problem fs especlally acuto tn frait and vegetable areas where
s0 many of these casunl workers flont from one employer to another, ‘I'he cost
and time used up in record keeping 18 & big burden on all employers but most
especinlly on the smnll or average-size farm,

We recommend that the act be amended to make this provision more workable
by either (1) exempting workers who work for 1 employer less than 60 days
or, (2) raising the present exemption of $100 to $200. We think thut No. 1
above I8 by far the best answer but that No. 2 would be better than at present,

IPurthermore, wo recommend that all casual day labor working on a plecework
hasis be completely ellminated insofar as vecord keeping, withholding or vespon-
sibllity for payments toward soclal-security benefita for such worker by an
employer I8 concerned, and that such workers bo elassified ns self-employed and
be given perinission to come under soclal securlty as self-employed persons on
n voluntary basis,

These recommendations are in the 1036 Farm Burean resolutions and we geek
support in making the administratlon of the Social Security Aet workable,
practical, and sensible. 1 wish to reemphasize that the present provistons of
the act and {he present administrative rullngs are most burdensome upon the
small and the famlly sizo farms. I an sure you recognize that this i a very
important matter In many zectlons of our great agriculturnt State of Wash-
ington which ranks No. 1 in the Natlon in production of apples, hops, and dry
peas; holds second place In production of pears, apricots and fllberts; third plnce
in production of sweet cherrles, grapes, and prunes: fourth plaee in production
of cranberrles and winter wheat; fitth place in producilon of alfalfa seed and
all wheat. It is interesting to note that Illinols now ranks next to Washington in
production of whent as it holds No. § position in production of winter wheat nnd
No. 6 position in production of all wheat,
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Farm Buveau urges your support in this attemipt to amend the Social Securlty
Act in 1036,

Sincerely yours, .

Raten ‘I Guuesews, President.

UNItED STATES SENAIT,
Washington, D, ., February 28, 1256,
Ton, Hakey F. Byen,
Ohairmun, Neaate Finanee Commitiee,
United States Seaate, Washington, D, (.

Dear Hagry: T would Hke to suvgest an amendiment to the present soefal-
seceurtty law which I would appreciate having fnetuded in the bill which s
presently pending before the Senate Finanee Commlttee,

As L ounderstand it, the present soclalsecurity law has o speciat provision
which grants low-income farmers an optional method of veporting.  When the
farmer's annual gross income s $1,800 ox less, he has option or either report-
fug his net income or G0 pereent of his grogs,  If his gross income exceeds $1,800,
Lie may rveport either his actual net carninzs ov, I these net earninus are less
than 2000, he may report $000, I have been informed that this optionul provision
has,been nterpreted as applying only to individual eperators and that feners
operating under a partuership arvangement ave denled the privilege of taking
advantage of it,

Neveral constituents of mine have registered objections to this Uiferpretation,
awd I think they have just cause for complaint.  ‘Fhere are nmuerous instanees
where two or more farm families are engnged in n joint operatihn and whose
net incomes, after division, do not justify social-security paymends. 1t would
seem that these people nre as much entitlead to the benetits of this speciad pro-
vislon as ave those farmers who operate on an tndividunl basis,

Harry, I hope that your comniittee will see it to include a provision such
as 1 have suggested in any socinl-security bill you might veport.  You may be
sure that 1 will appreciate any constderation you might give to this request.

With kindest personal regards,

Sincerely yours,

Mrvron R. Yousa.

‘Trownringe FArvs,
Comstock, Minn., February 28, 1950,
Hon, Haury F. Byno,
Chairntan, Committee on Finanee,
United States Senate, Washington, D. C.

DEAR SENATOR Byrp: T note your conunlttee s holding hearvings on IL R, 7226
in regard to soclal seeurity,

I am strongly opposed to any broadening of benefits. ‘The provisions ave
already ore Hberal than the oviginal law provided. ‘The proponents seem to be
trying to make a catehall lnw that will provide for anyone who needs help.
Granted there ave people who need help that are not covered, I am suro other
means can be fomd to help them (there always have been),  ‘Uhe cost of this
proposed program will be tervifienlly increased so that I fear it will bo more
than doubled in a féw years.

'I'his puts a large nnequitable burden on our younger people. ‘They will have
to pay longer at a higher rate. 'I'uis is certainly not my tdea of fair play, 1s
political expediency more tmportant than fair play, commonsense or economie
soutidness? It looks from here that some one is trying to buy votes with other
people’s money, I don't like it Let’s see if we can’t stop the viee to glve,

I bellove soclal securtty for farmers should be on a voluntary haxis or not at
all,  The farmer is ditferent from the workingman, he is n capitalist and puts
all he makes back into hig business so that he will be secure in his old age,  He
is deprived of from §200 to $3,000 worth of capital In having to pay social seeurity
tax depending on his income and on the rate of interest he has to pay. This
will be more than deubled when the vate of tax he has to pay goes up,

I am enclostug a statement T made and sent you a copy some time ago, 1
would ke to huve this letter and statement put in the record of your cotnmittee
hearing, -
Yours very truly,

. J LM, Trownninar,
Comastack, Minn.
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T oCoMpPrrsory Soctalk Secvurey Law ror
FanMenrs

Wy I Ay Oerosep o rag Pres

(B 1L M. ‘Prowbrldge, Comstovk, Minn,)

1. Unfalv to young farmers.  Youug furmers need thelr money to inevense their
capital,  Need to buy livestoek, farm machinery, pay on their land so they can
farm better and build up n business that will take earve of them when they are
rendy to retive,  Bvery cent they huve to pay in taxes makes it havder for them
(o do this.

2, Socind seeurity, as set up for farmers, now ix veally o windfall or gift to
older farmers: many of them do not need auy help or pension at all. ‘he present
provisions of the taw lets older fTavmers in for praetieally nothing, It s the
younger peaple and ehildven yet unborn that will have to pay the bill. What
s wrom With our older gencration (I'm nearly 60) that we have to plle <o much
debt on younger people? o my way of thinking it Is the most rotten, unjust
thing: 1 ever heard ot

3.1t s not finanelally sound. The rates ave only one-half of what the law
calls for lnter on, We not only let the older people in for n short time but at a
e that we alt know is lower thian is necessary to tlnanee the program. . Why is
this done? ‘The only reason I ean think of is the low rate makes people think they
are getting something chenp and are more willing to pay, ‘Uhis is true of older
people but 1 should think all young farmers stoutd objeet very much, 1 would
Hke to see n vote among younger farmers as (o Whether they want a compulsory
socinlesecurlty program or not, .

- Unbusinesstike,  Any kind of an insuranee company that would propose such
n pragram of lower rates than they know is necessary would never be given
a lleense to do business,  Why should our Government do what they would not
license a business to do?  Anybody possessiig taxitng powers sure can and do
unsound things,  What will our grandehildreen think of us?  ‘Che power to tax Is
the power to destroy,

H0'Phis uneconomieal soclal-insurance program is just one more step to so-
cintism, Will curb ambition, and tend to tot “Unele” take cave of us,  Gibbons
will have to write another history on the Rice and Fall of United States Ewmplre.

6. 1T am not opposed to seetal security, 1 believe each person shonld provide for
hix own security fn the way he thinks is best for htmselt, T am very much op-
posed to comprtxory soelal security as in the present Inw,  Why ean't it be vol-
untaryy 1 it is ns good as the proponents and Mrs, Hobby's Deparvtment say §t
fs—-most people, except fools ke myself, will join il.  1f people do not join
voluntarily It will show they do not want it.  So far no one has had a change to
suy whether they want it or not, 'Phe nrgest farm ovganization, the Farm Ba.
repu, passed o vesolution agafust compulsory socinl secuvity, 1t seems to me
that shonld represent the farers' viewpolnt better than Congressmen’s thoughts
or any other organization,

T, 'I'he only feature of the program that has any mevtt fn it for young farmers
is the tnsurance feature and an insurance policy that ix better and cheaper ean
be obtained from a lfe-Insurance company,

8. Aren't we old enough to know there i3 no Snuta Claus: I the older favmers
need soclnl securdty of some kind let's call a spade a spade and give them relief
and not give them the impression it s csomething they have enrned.

0. 1 subseribe whoteheartedly to the following:

My CrFep, ny DEAN ALFaANGF, IN THis Wees

“I do not choose to be a common man, Tt s my rvight to be uneommon --if 1
can, U seek opporiunity, not gecurtty, 1 do not wish to be a kept cltizen, hum-
bled and dulled by having the State look after e, 1 want to take the ealeulated
risk: to dream and build, to fall and to suceeed, I refuse to barter fncentive for
a dole, I prefer the challenges of life to guaranteed existence ) the thelll of ful-
fillmeat to the stale enlm of Utopin., I will not trade freedom for beneficenee nov
my dgnity for a handout, It is my heritage to think and aet for wyself, enjoy
the benetits of my ereations, and to face the world boldly and say, this 1 have
done, Al this Is what it means to be an Ameriean,”

(Whereupon, at 12:45 p. m., the committee recessed until 10:10
a, m., Thursday, Februnry 16, 19:6.)
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THURSDAY, FEBRUARY 16, 1956

UNITED STATES SENATE,
ComMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to recess, at 10: 10 a. m., in room 312,
Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd, George, Barkley, Martin, Williams, and
Carlson.

Also present: Elizabeth B. Springer, chief clerk.

The CaamrMan. The meeting will come to order.

The first witness will be Mr. Harry Lyons, appearing for Mr.
II;e(l)nard H. Goldenson, chairman of the board, United Cerebral

alsy.

Mzr. Lyons, will you take a seat, sir? We are glad to see you.

STATEMENT OF HARRY LYONS, DIRECTOR, LEGAL AND LEGISLA-
TIVE DEPARTMENT, UNITED CEREBRAL PALSY ASSOCIATIONS,
INC.

Mr. Lyons. Good morning.

My name is Harry Lyons. I am director of the legal and legisla-
tive department of United Cerebral Palsy. I appear in place of
Mr. Goldenson, who sent a request about a month ago to testify but,
apparently, it was misdirected in the mail.

He received a telegram after the second request to appear and
inasmuch as he is president of the American Broadcasting and Para-
mount Theatres, which has a board of directors’ meeting this morn-
ing, he asked to be excused. May I present his written testimony
and just call attention to a very few items in it?

The CuarMan. We will insert the statement in the record, sir, and
you may proceed. , ] )

(The prepared statement of Mr. Goldenson, in full, is as follows:)

TESTIMONY PRESENTED ON BEHALF OF UNITED CEREBRAL PALSY ASSOCIATIONS, INC.
GENERAL STATEMENT

Mr. Chairman and members of the committee, my name is Leonard H. Golden-
son. My home is in Mamaroneck, in the county of Westchester, State of New
York. I am chairman of the board of directors of United Cerebral Palsy Asso-
ciations, Inc., and the father of a cerebral palsied child. My business associa-
tion is that of president of American Broadcasting-Paramount Theatres, Inc.

Gentlemen, I am truly grateful to you for the opportunity of presenting this
testimony on behalf of the hundreds of thousands of children, including the
cerebral palsied, who come under the term of disabled individual, as defined
in H. R. 7225.
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United Cerebral Palsy Associations, Ine. is a nonprofit membership corpora-
tion, organized in 1948—the only nationwide organization devoted exclusively
to a united attack on cerebral palsy. Its humanitarian work is supported by
voluntary public contributions. Its officers and board of directors serve with-
out compensation of any kind. National headquarters are at 369 Lexington
Avenue, New York City. L

United Cerebral Palsy comprises 383 affiliated State and local organizations
throughout the United States. .

Cerebral palsy is the general term for a group of disorders caused by injury
to the motor centers of the brain which result in the loss or impairment of volun-
tary muscle control. The condition may be severe or very mild; many muscles
may be affected, or only a few. The lack of control may be in the arms, legs,
tongue, speech mechanism, eyes, or it may affect the hearing. The extept. of
the disability varies widely and may affect the entire range of muscular activity.

Cerebral palsy occurs most frequently at birth but it may happen at any time
before birth, or in childhood or adult life as the result of an accident, illness, or
infection. Anyone may be affected by the condition, regardless of age, race,
economic standing or environment.

Most adults have learned as children to eat, walk, talk, and perform countless
functions of everyday living quite naturally and almost automatically. This is
possible because normal people, early in childhood establish delicately balanced
control of their muscles so that they work together smoothly and efficiently. A
person with cerehral palsy has suffered damage to the mechanisms which provide
this delicate control.

When statements are made ahout the prevalence of cerebral palsy, that is to
say, the number of cases in the population at a given moment in time, they usually
stem from 1 of 3 sources. These are the estimates of Dr. Winthrop M.
Phelps and the surveys in Schenectady, N. Y., and in Connecticut. Dr. Phelps
estimated, on the basis of his ohservations in Maryland, New Jersey, and other
areas that there were 7 persons born each year with cerebral palsy for every
100,000 population, and that on the average 1 of the 7 would die before
6 years of age. In terms of prevalence, this means that there are about 300 to
350 cases of all ages per 100,000 population, or a total number of cases in the
United States of 500,000 to 600,000. This figure is currently used by United
Cerebral Palsy.

It is estimated that there are over 200,000 cerebral palsied children in the
United States under 18 years of age.

Recently, the committee on child health of the American Public Health Asso-
ciation, Inc., and the American Academy for Cerebral Palsy issued a booklet on
the subject of services for children with cerehral palsy, carrying with it the
general endorsement of the Children’s Bureau of the United States Department of
Health, Education, and Welfare, as well as that of many leading private agencies
interested in this problem. I ask your indulgence while I quote a few lines from
this booklet :

“Children who have a brain damage resulting in cerebral palsy will carry the
defect for life. Long-term treatment, guidance, and training may increase the
chanc:es f‘or a good outcome, but ultimate improvement may depend more on a
comblqatlon of factors, individual for each child and difficult to evaluate : Extent
of brain Qamage an(_l presence and severity of physical, emotional, personality,
and espeafllly intelligence defects; timing and methods of treatment and guid-
ance; family attitudes and the quality of the home, school, and community en-
vironments. No_ reliable figures exists reléting to the overall end results of care
fo_r cel:ebral palmed.children. In general, however, it may be stated that (1) some
§v111 die before their first hirthday, although modern medicine has considerably
nnproved'the chances of survival; (2) in a few the condition will become worse
as the clpld grows older; (1";) approximately normal function is possible in only
a few children, but many will s!]ow varying degrees of improvement in ability as
they grow and develop and receive therapy and training. Children with cerebral
p.?llsy generally have more than one disability necessitating several distinctly
dlfferenj; types of service. It is estimated, for example, that in addition to the
motor hmitatioqs, children with moderate to severe disturbances may present:
Mental retardatl.on in over 50 percent of cases; speech defects in over 50 percent ;
v'lsual'problems in about 50 percent; hearing problems in over 23 percent : convul-
sions in over 25 percent. Many children with cerebral palsy will nee(i special
treatment and/or education. 'The number of children in this large group is also
unknown. It has been roughly estimated, however, that of all cerebral palsied
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children, 35 percent may need speciul outpatient and educational services and
45 percent may need some inpatient or custodial care.”

Gentlemen, need I say more in support of that part of the bill that has to do
with the continuation of child’s insurance benefits under the Social Security Act?

In my testimony I make reference only to children who are afflicted with cere-
bral palsy because I am sure that other agencies will present their views for the
hundreds of thousands of handicapped children who will come within the defini-
tion of a disabled individual as set forth in H. R, 7225,

More dramatic, indeed, would be my testimony were I to have brought with
me some of these disabled youngsters but I have purposely refrained from doing
s0 because I believe that the good work of the United Cerebral Palsy Associations
throughout the land has become so well-known that no further demonstration is
necessary.

May I ask you, therefore, to consider the plight of these children and grant
them the relief provided for in H. R. 72257

Mr, Lyons. We have read with considerable interest all of the op-
position that has been presented in the form of testimony to this par-
ticular bill, and we hope that our small part in the bill will not be
lost. We come in the tail end of the amendment that has to do with
the amendment to provide for the continuation of child insurance bene-
fits for children who are disabled before attaining the age of 18.

Now, inasmuch as there are about 200,000 cerebral palsy children,
outside of other similarly handicapped children, in the United States,
who might be unfortunate enough to have their parent die before
the child reaches the age of 18, in most cases where there is no pro-
vision for support, those children become public wards, and throughout
their entire life they are sent to all kinds of institutions which are not
prepared to receive them. And that is one of the things we are
working on in United Cerebral Palsy.

Cerebral palsy is a disorder caused by injury to the motor centers
of the brain. A great many of these children rarely are able to lead
normal lives. And if this honorable committee could see fit to
recommend the amendment of the social security law to take care of
these child insurance benefits, we would appreciate it very much and
I am sure I am speaking on behalf of parents of handicapped children
throughout the country, so that they can continue to receive these
benefits after the age of 18 for the rest of their lives if they continue
to remain disabled as defined in the bill.

T have a letter here which I would like to present to Senator Byrd,
from Mr. Goldenson, apologizing for not appearing this morning.
We know that you will consider the testimony.

The CmamryaN. We will certainly consider it, sir, and we will
put this letter in the record, too.

(The letter referred to is as follows:)

AMERICAN BROADCASTING-PARAMOUNT THEATRES, INC.,
New York 36, N. Y., February 15, 1956.

Hon. Harry Froobp BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. C.

My DEAR SENATOR: I am terribly sorry but I shall be unable to testify before
the Senate Finance Committee tomorrow. Unfortunately, your letter didn’t
arrive until 2 days ago, and I had made previous commitments. I have asked
Mr. Harry Lyons, director of the legislative department of United Cerebral
Palsy Associations, Inc., to present my testimony for me.

I realize there is quite a bit of opposition to a great deal of H. R. 7225, but
there is little opposition to the amendment to continue the children’s benefit. I
hope that you will be able to give this favorable consideration.

Very truly yours,
LeoNarp H. GOLDENSON,
Chairman of the Board, United Cerebral Palsy Associations, Inc.

.
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The Cuamsan. Tell Mr. Goldenson we are sorry he could not be
here.

Mr. Livons. I will tell him.

Thank you very much for permitting me to testify first. L

Senator Carcson. I would like to say, Mr. Chairman, that it is
mighty fine that we have people in this country who will devote time
and effort gratuitously to these people who are affected by this and
afflicted by this. I certainly am grateful for their spirit.

Mr. Livons. Thank you very much, sir. )

The CurARMAN. The next witness is Miss Mary Switzer, Director
of the Office of Vocational Rehabilitation, Department of Health,
Education, and Welfare, who has rendered a very distinguished and
valuable service.

Miss Switzer, I understand that this is your birthday. I do not
know whether you want to be reminded of 1t or not, but we wish you
many happy returns.

STATEMENT OF MISS MARY SWITZER, DIRECTOR, OFFICE OF
VOCATIONAL REHABILITATION, DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE; ACCOMPANIED BY DONALD H.
DABELSTEIN, ASSISTANT DIRECTOR FOR PROGRAM PLANNING

Miss Switzer. Mr. Chairman, that certainly is very thoughtful and
sweet of you. I feel very honored to be able to tell our story to your
committee.

I know it is not a novelty to you. All three of you gentlemen
have good rehabilitation programs in your States, and you and I,
Senator Byrd, have to keep after Virginia, to keep it up there, you
know. Senator George is way ahead of us in Georgia. But we have
to kind of catch up with him 1f we can.

Senator CarLson. Mr. Chairman, I want to join in this birthday
congratulation. Miss Switzer has been of much help to us in our
State of Kansas. We are familiar with her work. It has been splen-
did, and 1t has been a lot of help to us.

Miss Swirzer. Thank you, Senator Carlson.

You know, Senator Carlson and I are on the board of the Mennin-
ger Foundation. Some time I thought it would not be a bad idea to
be a citizen of Kansas. But a Virginian should not say that, perhaps.

Senator CarLsoN. We would welcome Miss Switzer, I assure you.

Miss Swrrzer. That is very nice.

Mr. Chairman, I think that it is particularly pertinent that we
have an opportunity to discuss the vocational-rehabilitation program
and the whole question of disability, when you have before you such
a comprehensive piece of legislation as H. R. 7225. The amendments
that were passed in 1954 making such a point of rehabilitation as the
social objective in relation to disability and in connection with the
administration of the freeze, make it very appropriate that at this
time we take a look at where we are and how we have gotten here
and where we are going.

Just for the record, I would like to say that my testimony will not
cover questions of policy on H. R. 7225, because they will be dealt
with by Secretary Folsom when he appears before you. But I do
want to discuss the present vocational-rehabilitation program, the




SOCIAL SECURITY AMENDMENTS OF 1955 563

progress under the amendments that were passed in 1954, and to show
insofar as we have current information to do so, what has happened
as a result of the disability freeze program.

Just a word of history: I always like to remind people that the
vocational-rehabilitation program is one of our traditional grant-in-
aid programs and was established by the Congress in 1920. It prob-
ably was the first grant-in-aid program of service to people. It grew
out of the vocational needs that were shown up by the First World
War and the fact that people with certain disabilities need not be
written out of the labor market. ,

In 1948 and again in 1954, Congress, practically unanimously both
times, enacted legislation greatly broadening the scope of the voca-
tional-rehabilitation services, and substantially increased Federal
support of this vital activity.

Now, throughout the whole 35-year history of this activity, the pur-
pose of vocational rehabilitation has remained unchanged, that is,
to develop and restore the ability of physically and mentally handi-
capped people to engage in productive work. Although the methods
have changed and the atmosphere has changed, one other thing has
remained constant, too: we have constantly felt that the dignity of
the individual and his entitlement to equal opportunity was the spirit-
ual and philosophical motivation of the program.

This is still our objective, and gradually, through the years, I think,
this objective has become philosophicallty, a part of the service base
of a good many of our health and welfare programs, and we hope
eventually for all of them.

Now, I like the quotation that I would like to read to you from one
of the speeches that Secretary Folsom has made. It states so aptly
what we feel is the need of rehabilitation at this time. He said
just a couple of weeks ago:

‘We should not be content with programs—worthy as they are—which simply
relieve human want after it has developed. We must look ahead and head off
problems before they become acute. We must emphasize the services which
help restore persons in need to independence and a better life. This approach
requires imagination, hard and practical thinking, and a willingness to face up
to the problem.

And rehabilitation certainly does need these attributes: “Imagina-
tion, hard and practical thinking, and a willingness to face up to the
problem.” We are trying in the public program to realize this ideal.

Now, this public program of ours operates in all 48 States and in
the District of Columbia, Hawaii, Alaska, Puerto Rico, and the Vir-
gin Islands. It is operated, in most places in the State departments
of education. In several States, the services for the rehabilitation of
ghe blind are in separate commissions or in the departments of wel-

are.

Now, just a word about what rehabilitation is and what services
this public program provides. And I would like to——

Senator MarTiN. Mr. Chairman——

The CrHaRMAN. Senator Martin.

Senator MarTIN. I am very much interested in the quotation that
you gave there from the Secretary, and I am very much for this re-
habilitation program. Huving had a great deal of military exper-
ience, it has been a lot of Frlde for me to see how badly wounded men
really almost become self-supporting.
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But I am wondering if one of the things it is not necessary to do
in our country is again to instill family pride, that everyone in that
family is being cared for in some way by the family, and then with
the assistance and rehabilitation, whether or not we do not have to get
that good old American spirit back again. )

Mr, Chairman, I think it even goes to a matter of patriotism. So
many people are beginning to doubt the greatness of our ideal of
government. I think the first organization of government is the
family itself, and by assisting those unfortunate in the family, then
the family will do some helping. And I wonder whether or not we
should not instill that in the minds of our people.

Miss Swirzer. I think vour point is extremely well taken. As a
matter of fact, in the process of providing services for the disabled
member of the family, the attitude of the family and their ability to
agree to what has to be done to help the disabled person to become
self-supporting, is all-important.

One of the interesting facts that I think you would be pleased to
know about is that the rehabilitation counselor, who is the ancher
man and the one who arranges for rehabilitation, is required, in many
States to visit the family and secure their understanding before re-
habilitation services are undertaken.

This is important, because the presence of disability in the family—
particularly if it is a wage earner or someone who is very severely
disabled and requires a lot of family care—has very disrupting in-
fluences at times. For example, last year in the public program, there
were 58,000 people rehabilitated back into productive employment,
and probably 80,000 more people were involved through family re-
lationships.

Likewise, in connection with the relationship of this disability to the
assistance programs and relief: Between 11,000 and 12,000 of that
58,000 were on public assistance at some time during their rehabilita-
tion. It is important therefore to have family support and family
understanding and community support and community understand-
ing, because motivation and the spiritual urge to take advantage of
rehabilitation services are fully as important as the material method
of doing it.

So I would agree with you 100 percent.

I wonder if we could have our chart that shows—we call it the
snake chart—that shows the rehabilitaion process in a rather graphic
way. I would like just to describe what takes place when abperson
is referred to the rehabilitation agency.

Miss Swrrzer. First of all, disabled persons are referred to the re-

habilitation agencies by many sources—by doctors, hospitals, schools
and oftentimes by a neighbor or by a welfare department, and so on.
Tllle first thing that happens is that he meets his rehabilitation coun-
selor.
_ Either hle counselor calls on him or he goes to the office, depend-
Ing upon what the situation is—whether he lives in a bio city or a
rural community. Immediately after contact has been made arrange-
ment is made for: a general medical examination. ’

This is done in the local community, most ideally by the person’s
own physician or by a physician that is accustomed to working with
the agency. Even though his disability might seem obvious—sup-
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posing he would have one leg and he would need an artificial appliance,
or he would be obviously deaf or something of that sort—we feel that
a general physical is necessary, because so often more than one dis-
ability is present. In planning for services, we want to have the whole
story.

So first the general medical examination. This is given to every-
one who comes to a rehabilitation office for service. It is part of
the process of diagnosing his need. Since our program has as its
end result a job—and no one is considered rehabilitated unless he is
placed in a job—the vocational diagnosis 1s very important.

If a person can go back to his own job, that is one thing. If he
cannot, he may have to be retrained. For example, a person who
has been a telephone lineman breaks his back; he obviously has to be
trained for something else. So we have to find out what they want
to do; what they can do; and how they can be accommodated to it.
Then the plan is developed for the medical and social and vocational
services.

Now, if the individual needs medical services or medical appliances,
and cannot afford to pay for it—and the majority of our people would
be—then these services are paid for by the State agency out of the
funds which are jointly provided by the State and the Federal Gov-
ernment. And these services are given depending upon the place
where the person lives and whether or not there is a rehabilitation
center near, whether he needs to go to a hospital or not.

Now, increasingly as we get into the more difficult cases people have
to be taken, oftentimes away from where they live and brought to
the few places where they have rehabilitation centers. We have one
in Virginia, the first and really the only publicly operated rehabilita-
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tion center, operated by the State Rehabilitation Agency at Fishers-
ville, Va. This is a center that has about 350 people there on any day
of the week, about half of whom come from all over the country. The
last time I made a count they came from 21 States. Really one of the
thrilling things is to visit this center at noontime during the lunch
period. You will see more than 300 people, with all types of dis-
ability. Perhaps half of them will be in wheelchairs or on crutches
and braces, carrying on their lives there and learning one of perhaps
20, 30, 40, or 50 trades.

The CuatrMaN. Miss Switzer, if I may interrupt you, I had a man
in my orchard that had his hand cut off, pulled out right here by a
grader, and we sent him to Fishersville, and they fixed him up, and
now he can do nearly as much work as he could before.

Miss Switzer. We have a young man in our office who had both of
his hands cut off when he was a young boy in a chemical accident. He
was quite a famous case here in the District. His hands were severed
at the wrists. He has two hooks, and really it is miraculous the things
he can do.

The Cramrman. He is even milking a cow. It is remarkable. That
school is doing a great work.

Miss Swrrzer. It is doing a great work. These people come from
all over—from rural areas and small towns. It is very thrilling to
see what has happened in Fishersville.

We are not fortunate enough to have facilities like that everywhere.
People come from long distances to Fisherville and to Dr. Ruska’s
center in New York. Last year—Senator George, you will be inter-
ested in this—I think there were about 49 very severely disabled
Georgia people who were sent to Dr. Rusk’s center—paraplegics and
people who were paralyzed from the neck down and some who were
victims of heart disease. Of that number, which is, after all, half a
hundred people, 24 are at work and 23 are in the process of training,
and only 2 out of that group are dependent.

I think that is a wonderful record. When you think of what it
means to send people from Georgia, and many times from the rural
counties of Georgia, up to New York to go through this comprehensive,
tremendously complex set of services, and then to feel that they can
go back to Cg,eorgia and work or have their own small business—it is
really quite exciting.

Well, so much for that part.

Then the training. Sometimes it is combined, as I have described
it at Fishersville, with medical rehabilitation. Sometimes it is done
differently. Now in most States, training is given without requiring
an economic needs test. The State agencies provide that through their
public institutions if they. If they cannot, they arrange for private
mstruction. The philosophy behind this practice is that an education
is the right of every citizen, and that if they are handicapped and they
are not able to go through the regular school system, then some accom-
modation has to be made to equalize that opportunity.

Training may also be secured from vocational schools. Sometimes
specialized courses have been worked out. For example, some of the
most _exciting ones that we have now are the courses to train blind
people to work in the photographic laboratories. They have become
really more adept than sighted people in the darkroom process. Like-
wise in the typing of notes from the machine, the blind dictaphone op-
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erator has become very much a part now of our office structure. And
blind men on the production line have been an exciting development
since the war.

Transportation and maintenance are provided if needed, if a person
has to go away from home. Here again, the family comes into it,
Senator. The family can sometimes provide for the person if he stays
at home, but they cannot quite handle it if the person has to secure
rehabilitation services away from home.

It is our philosophy to secure the best program of services that can
be worked out—that is in keeping with where he lives and what he
hastodo. That it what we try to get for him.

So we work with the family to see how the maintenance can be
provided. If transportation is necessary, that is provided, too.

When all of this is accomplished, the person is then ready to be
placed in work. One of the very important responsibilities of our
rehabilitation counselor is an understanding of the labor market in the
community, the fitting in of the person into the labor market, the build-
ing up of relationships with employers, and gradually breaking down
resistance to the acceptance of disabled workers.

Now, oftentimes, the operation of small businesses offers the best
employment, such as the blind people operating vending stands in
public buil(fings, others with watch repair shops, and shoe repair
shops. There are thousands of small businesses all over the country
that have been assisted through this program along with placement
in the job, there is followup for a sufficiently long period to be sure
tﬁat abperson is well set and that there is no problem of adjustment in
the job.

Just as a matter of interest to you, we do not count anyone rehabili-
tated who has not worked at least long enough to be sure that it is a
real, firm placement.

Of course, sometimes we have to transfer the person from one job
to another. During the war, for example, when there was such a
dearth of trained people, employers often would be reluctant, say, to
take a blind man, because they would feel, well, if he didn’t work out,
they never could fire him. After all, you know, everybody is human.

So usually the State agency takes the responsibility of helping
retain and replace someone if he is not satisfactory. But an amazing
number are placed where it is planned that they will go, and there is
where they work for most of their working lives.

This process is basic to the whole rehabilitation program and is
the kindp of service that our Federal-State program is built on.

The CaamrMaN. To what extent does the workmen’s compensation
fund pay for this? )

Miss Swrrzer. Well, this is a very difficult problem. I think one
of the weak links in our rehabilitation services, taking it nationally,
is the relationship between workmen’s compensation medical care and
rehabilitation. Something has happened somewhere along the line
in the philosophy that has guided workmen’s compensation practices,
so that they have not made it easy to have their people go into
rehabilitation. i

Now, some States do an excellent job. I do not know how many.
Perhaps in a dozen States—Mr. Dabelstein, would you say—the com-
pensation fund actually pays for some of the rehabilitation services
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either by transfer of funds to the rehabilitation agency or by really
close cooperative relationships. But this is the exception; this 1s not
the rule.

One of the great efforts that we have been making over the past
several years Is to try to develop with the compensation agency a
better philosophy of rehabilitation. ) _

Now, where you have a close tie-in of medical care that includes
rehabilitation, you find a tremendous difference between the amount
of permanent and total disability that results from an injury. Thisis
particularly true in industrial accidents. )

Now, I suppose your committee sooner or later will hear from some
of the insurance people. The Liberty Mutual Co., for example, was
a pioneer in the development of rehabilitation centers, and started
in to take the responsibility, as an insurance carrier, for providing
rehabilitation services. I think that it is a very important area.
It is by no means satisfactorily solved, but we are making progress.

In the Canadian experience, which in many ways is not too com-
parable to ours, but still has some lessons for us, they have a require-
ment that rehabilitation is absolutely tied in to compensation and
medical care. The percentage of permanent and total disability cases
resulting is far less than it i1s in most of our States. We have a wide
range, from 7 to 60 percent in some States, and Canada has a range
only of about from 3 to 5, something of that nature.

So it is a very, very diflicult and much needed emphasis.

Senator Marrin. Mr. Chairman, I would like to ask the question
now. Maybe it is not the appropriate place.

To my mind it is not a serious thing. I think when we take into
consideration the improvement of morale of the individual, that is the
thing we ought to consider in this. But do you have any figures as
to what saving financially we may have by this rehabilitation work?

Miss Swrrzer. Yes. That is just my next paragraph.

Senator MarTIiN. 1 am sorry.

Miss Swrrzer. That is all right. I am so glad you brought that up.

Yes, the economics of rehabilitation I think is very interesting.
A5 you say, the human side of it, we take for granted, yet we know
that it is there. But the economics of rehabilitation—I would like to
mention especially three points in referring to our second chart.

First of all, the wage part of it. Now, as we say, the end result is
wages. We want people to be at work and be self-supporting if they
can be. So take the 58,000 people that were rehabilitated last year,
and take a look at their earnings before they were rehabilitated. ~You
will find that the vast majority, three-quarters of them, were unem-
ployed at the time they were accepted for rehabilitation.

There were 20 percent, just one-quarter. employed part-time, but
probably below the level of independence. Of the total number that
were unemployed, one-fifth, or 20 percent, were on relief of one kind
or another before they were rehabilitated. This small employed group
was earning at an annual rate of about $16 million a year.

Now, after they were rehabilitated, they were all employed, and
their annual wage was increased to $106 million a year. So you,have
this great addition to their productive capacity, to the money that
goes into the community, in purchasing power, and a base for taxes.

We have done many studies and checked with the Treasury and had
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the Internal Revenue people work with us on it, with the result that
it is conservatively estimated that $10 of Federal income tax is paid
by every rehabilitated person for every $1 that is invested in their
rehabilitation—just Federal taxes alone. That is in itself, I think,
a very striking figure.

Another figure that I think is very interesting is the fact that
rehabilitated workers add man-hours to the productive capacity of the
Nation. I feel that one of the differences between high prosperity
and less than high prosperity is the capacity of all of our communities
to produce to the maximum. Fully as important as the wages this
group of people earn, are the man-hours of productive effort that go
1nto the total economy. Itisa double-edged sword. If they are work-
ing they are producing, and if they are not working they are taking
out. It may be a subtle thing, and I am not enough of an economist
to draw any diagrams, but I think it is a very important point.

Senator Marrtix. Mr. Chairman, that is all very important. It is
not the number of man-hours that we have in our Nation. It is the
production per man-hour.

Miss Swrrzer. That is right. \

Senator MartIiN. That is what makes us a great country.

Miss Swrrzer. That is what makes for the prosperity that we have.

Now, another very important point is the relationship of rehabili-
tation to public assistance, and to relief generally.

When you think, for example, that one-fifth of those 58,000 people
were on public relief prior to being rehabilitated, the cost is substantial.
It costs about $10 million a year to maintain just this one group on
public assistance.

78192——566—pt. 2——10
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We feel that a very large part of the bill that our Department pays
for public assistance arises out of disability. Last year I think per-
haps about $1 billion was paid out in State and Federal funds by the
States for public assistance other than for old-age assistance. Perhaps
a half billion dollars of that was paid because of neglected physical
disability. In this period of full employment, to have relief costs
mounting seems to me to be quite a challenge to do everything we can
to reduce the cost to the community and to the country. More impor-
tant is to take an affirmative and positive attitude toward disability,
so that we have producers and not consumers, as we say, of the tax
dollars.

Now, rehabilitation has another very important financial aspect
which I can illustrate with just one disease category, and which I think
1s interesting for that reason. We mentioned briefly the relationship
of rehabilitation to workmen‘s compensation and the probability that
if we had a proper gearing in of rehabilitation services a good deal
of permanent and total disability might be lessened.

Take a disease like tuberculosis, which we can measure pretty well.
A person has to be taken out of their communitf. They have to be
put in a hospital. They are immobilized for a long period of time,
and with mounting hospital costs it is terrific. On a national scale, it
costs about $14,000 to get a person well from tuberculosis. It is ter-
ribly important, therefore, that when you get a person well you keep
him well, because tuberculosis has a very high relapse rate.

I think anyone who has lived in a family where there has been a
victim of tuberculosis, as T happen to have, realizes what a terrific toll
is taken if the rehabilitation potential is not recognized.

One study done in New York, I think, is extremely interesting.
There were about 500 patients studied. Half of them had rehabilita-
tion and the other half did not. That was about the only difference
between them. As you will note in our third chart, of those that did
not have rehabilitation there was a far higher percentage of relapse—
62 percent in contrast to 26 percent. This means that somewhere near
$14,000 was spent again and again and again. Another very sig-
nificant fact, which is equally interesting, was that 5 years after dis-
charge, the people who had rehabilitation, 85 percent of them were
Worlﬁing, and of the ones that did not participate only 47 percent were
working.

Miss Swirzer. So in this group and in many other disease groups
you have a direct relationship very, very readily figured on the value
of rehabilitation to your total health care. '

You have it in your mental hospitals, you have it in your tubercu-
losis hospitals, and in most of your chronic-disease hospitals.

Senator Barrrey. May I ask you there about tuberculosis? You
take people who have tuberculosis, and we are very proud of the fact
that we have been able to reduce very materially the deaths and dis-
abilities due to tuberculosis, if you get it in time.

Miss Swrrzer. That is right.

Senator BARKLEY. After they are rehabilitated, or supposed to be
rehabilitated, they leave whatever institution they have been in, or
What(;lever treatment they are under, and go back to work, apparently
cured,

Miss Swirzer. That is right.
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Senator Barkrrey. What percentage of those who reach that stage
later relapse into inactivity because of a recurrence of the disease?

Miss Swirzer. Well, I am not sure exactly how many.

Do you know, Mr. Dabelstein ?

Mr. DagersTEIN. No.

Miss Switzer, But more than should. That is for sure, and I think
there are 2 or 3 ways that relapse could be minimized. First of all,
to keep them under treatment, both medical and vocational, until
they have regained a maximum amount of their own strength, and
then, what is extremely important, match the job to their physical
tolerance.

Now, a good many of the breakdowns occur because people go into
the wrong kind of environment after they have recovered, or they
return too soon to a full day’s work. This is one of the reasons why
workshops, like the Altro workshop in New York, are so valuable in
giving people an opportunity to work, say, 4 hours a day then 5 hours
a day and on until they reach the maximum number of hours that
are required for a full working day.

I think there is another consideration about tuberculosis and that
is the effect of good medicine. This is true not only in tuberculosis
but in other diseases as well. The presence of new drugs and the
tremendous miracles that they can perform and have performed
sometimes deceive us as to the ultimate effect of them.

In tuberculosis, I am told by some of our colleagues, particularly
those that are working in local communities in the TB associations,
that there are a tremendous number of persons with active tuberculosis
walking around under the drug therapy, or supposedly under it,
that really would be benefited faster if they could be hospitalized for
2 reasonable length of time.
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I will get this national figure for you, Senator, if you would like
it, on the relapse rate. )

Senator Barxkrey. I just was interested to know what it was.

Miss Swrrzer. Yes, I will get it.

(The information requested follows:)

National data on the rate of relapses among persons with tuberculosis are
not available., Several studies have been made by the Public Health Service
which cast some light on this problem. L

On the basis of a study of 23 tuberculosis sanatoriums, readmission rates
between 1948 and 1952 averaged 27 percent, with a range from 12 to 51 percent
for individual sanatoriums. A readinission is usually defined as a patient who
has previously heen hospitalized in the same institution. The diseases may or
may not have been arrested at the time of the previous discharge.

In a recent study by the Public Health Service of persons who were reported
to the health department as having inactive tuberculosis, it was found that the
disease reactivated in about 14 percent within about 214 years.

Within recent years the methods of treatment of tuberculosis have changed
markedly. ‘The effect of the newer methods of treatment on the relapse rate
is not yet known,

Senator BarkLEY. Tuberculosis, I think, is one disease in which
there might be a larger percentage of relapse than in some others.

Miss Switzer. I think there 1s. And I think that tuberculosis
is one disease that we know we can do something about. I think
the most discouraging thing that we have to face is, when you know
what to do about something and you know that you can help persons
by a certain procedure, not to do it is a worse crime than if you
cannot do it when you do not know how,

Now, we do not know what the cure of cancer is. e can only do
certain things in that field. But we do know that if we follow certain
procedures in tuberculosis, we can bring people back to heatlh and
safeguard it. I think we should recognize that and do what we can.

Now, just a word about our attitudes toward disability as a whole
and how these attitudes are changing and modernizing as we get
new ideas.

I think we were all very shocked in World War II when we realized
that by the military standards, about 40 percent of us were not fit for
military service. I can remember the tremendous shock it was when
those figures were first given out.

_Senator MarriN. Mr. Chairman, along that line, don’t we have
higher standards now? I guess if we had had, in the Revolution, the
standards of military acceptance now, General Washington would
not have been accepted.

Miss Swrrzer. That is what I understand. He would have been
aIV-F. Thatisright.

Senator M.arrin. Of course, we are tested to a very high physical
standard now, because of

Miss Swrrzer. The high mechanization.

Senator MarTiN. Well, during the Revolution, you carried a rifle.

Miss Swrrzer. That is right.

Senator Makrix. Now, you have a half-dozen other things.

Miss SwiTzer. Yes.

If you ever look at a pilot getting out of a jet plane with all of the
stuff he has on him, you can really see what he has to put up with.

But T think that along with the negative things we learned during
the selective service experience of World War IT, we learned one very

———

—t e




SOCIAL SECURITY AMENDMENTS OF 1955 573

remarkable positive fact, and that is that the handicapped made a
tremendous contribution to our productive war effort.

I always like to say there is no greater breaker down of prejudice
than necessity. When the labor market gets tight, it is twice as easy
to find jobs for people as otherwise. During the war, amazing things
were demonstrated. It was during the war that the blind broke into
to industrial production line, and the deaf became extremely valuable
in handling secret files.

Sometimes we felt that perhaps there were occasions where a dis-
ability really became an advantage, and if one were to organize
the job around it, it was an asset rather than otherwise.

Then another thing that I think we have learned as we have gone
along is-that our modern medicine and the things that we are doing
are miraculous in one way, but they create problems for us, too in
another. We do have a spectacle, for instance, of tremendously suc-
cessful surgery being able to arrest some of our more serious chronic
diseases. And then what happens? People live longer. And do
we have what it takes to make life worthwhile for them?

T think that is the big challenge to rehabilitation.

Now, another phase of modern life which is giving us a tremendous
amount of concern iz, of course, the rate of accidents in automobiles.
One extremely disheartening spectacle is, if you go to any rehabilita-
tion center in the country—Fishersville or anywhere else—you will
find youngsters who had their backs broken, their necks broken, or
their spinal cord severed in an automobile accident. They are para-
plegics—just kids 21, 22, and 23 years ago. Some of the most ex-
citing rehabilitation that I have observed in the last several years
is with these youngsters. At first they become absolutely discon-
solate, dejected and hopeless when they realize and their families real-
ize that they may be confined to a wheelchair for the rest of their
lives.

Well, gradually, their spirit comes back; they are trained, and most
of them are able to live a productive life.

Most of the paraplegics after World War I, of course, died before
they became a problem. But now most of the paraplegics of World
War IT are alive and most of them are working. The same is true of
the paraplegics in civilian life.

All of these severely disabled people who require comprehensive
rehabilitation services—there is almost no condition that you can
name that we cannot show you some case that some State agency has
been able to do something about. Arthritis, for example, we usually
think of as a disease for those of us that are getting along in life,
Actually, one of the most pitiful conditions crippling the young is
rheumatoid arthritis. Pennsylvania has done some very fine things
with some of their young arthritics.

There was one boy that was so crippled he could only use one hand
and arm. He still had his spirit, first of all, and a tremendous artistic
ability and urge. He is now earning a very good living as a com-
mercial artist.

There is a young girl in one of the coal-mining towns in Pennsyl-
vania who is also an artist. She is almost the most severely disabled
person I have ever seen. She entered a portrait in the national art
contest for the handicapped a couple of months ago. Her spirit
and her ability are just phenomenal.

[ 4 1 YT P — -

LY ™hT vy



574 SOCIAL SECURITY AMENDMENTS OF 1955

The Cuamrman. Would that particular person be eligible for per-
manent disability under this law ? .

Miss Switzer. Under this law? Well, it all depends on your defini-
tion.

The Craeman. I mean, if it had not been for the efforts of re-
habilitation, would she have been eligible?

Miss Swirzer. Oh, unquestionably. )

Senator MarTIN. Yes, she would, Mr. Chairman.

Miss Swirzer. Unquestionably, I would think so. ]

The CuamrMaN. I would like you before you conclude your testi-
mony to give your opinion as to how many could be saved, so to speak,
by rehabilitation rather than come under the permanent disability
clause of this bill. .

Miss Swrrzer. All right. I will put that in my subconscious and
see what I can do about it.

(The information requested follows:)

An exact answer to this question is not possible at this time. With the ex-
ception of presumed disability for blindness the definition of disability in H. R.
7225 is identical with that for the “freeze” provision adopted by the ¥954 amend-
ments to the Social Security Act. EXperience with the vocational rehabilitation
of beneficiaries of the disability freeze has been too limited and of too short a
duration upon which to draw even tentative conclusions. Through December
31, 1955, a total of 37,358 disability “freeze” applicants were referred to the
State vocational rehabilitation agencies. Of this number, 9,084 or 24.3 percent
had been accepted by the State agencies to assess their rehabilitation potential.

Senator Marrin. Mr. Chairman, I think that is very important.

I would like to make this observation as we are going along. You
are talking about the number that are now being disabled by auto-
mobile accidents. But along on the other side, we have less disabled
now in the mines and the factories because of preventive measures.

Miss Swrrzer. That is true. I imagine that is true, although that
is offset, again, by the increase in our working population. I think
people are much more accident conscious. We do not have the kind
of industrial accidents that we had a generation ago. You know that.

Senator MARTIN. You mentioned Pennsylvania a moment ago.

In Pennsylvania, a great number of our casualty insurance com-
panies now have engineers going into the mines and into the factories
that they are insuring, and they make suggestions as to where there
can be safety appliances.

Miss SwiTzER. Yes.

Senator MarTIN. Take, for example, now, in a coal mine you very
seldom, if ever, use wood to prop up the mine.

Miss Swirzer. Yes.

Senator MarTIN. Itisanew process. Itisby steel.

Miss Swrrzer. That is right.

Senator MarTIN. And a good engineer can go into a mine and he
can look way in the future asto dangers.

Miss Swirzer. That is right.

Senator MarTIN. And they correct those dangers before the acci-
dent occurs.

Miss Swrrzer. And believe me, when you have an accident in
mine, it is a serious one.

Senator MarTIN. Yes. But we do not have many of the very seri-
ous ones any more.

Miss Switzer. You do not, no.
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Senator MarTiN. When I was a young man, we often had in Penn-
sylvania mine disasters where there would be a hundred killed.

Miss Swirzer. Yes, I know.

Senator MarTiN. There are a lot——

Miss Swirzer. Well, they had a good backlog of severely disabled
miners in some of the étates, if not in Pennsylvania, when the United
Mine Workers started their program of rehabilitation. But again,
they were able to take those people—some of them had been in bed
as long as 17 years—and they were able through rehabilitation to do
phenomenal things for them.

It is really one of the thrilling things, I think, that has happened
in the mining industry.

I remember after speaking on rehabilitation at the National Safety
Council meeting last year in Chicago, listening to an engineer discuss
advances in the propping of mines. It gave great hope of eliminat-
ing the cave-in of mines.

enator MARTIN. Yes. It isalmost eliminated now.

Miss Switzer. I suppose in the big, well organized mines.

Senator MarTIN. It is almost eliminated now.

Senator CarwsoN. Mr. Chairman, before Miss Switzer leaves this,
I think this is one of the most important parts of her testimony in
regard to the changing concept of disability. I believe we are in that
period and I think it is very important.

Miss Switzer. That is right.

Senator CarrsoN. And I have here a report of the Task Force on
the Handicapped by the Chairman of the Manpower Policy Commit-
tee, Office of Defense Mobilization, January 25, 1952, and I am not
going to read this whole section, but I would like, Mr. Chairman, just
to read a sentence or two:

The idea of disability itself is outmoded. When a specific “disability” does
not in truth disable, the “disability” ceases to be a disability. Yet there remains
the question of securing acceptance of this changing concept by employers and
the public.

I v(viould like to ask that this short section be made a part of the
record.

The CuammaN. Without objection, that will be done.

(The material above referred to is as follows:)

RESOURCES FOR REHABILITATING AND EMPLOYING MORE HANDICAPPED
‘WORKERS

1. THE CHANGING CONCEPT OF DISABILITY

When physical standards were drawn up during the first and second decades
of this century, they were influenced by the “anatomical” concept of medicine
which was then in sway. Competence was measured in terms of anatomical
perfection. A man was either fit or unfit to work, depending on whether or not
he was anatomically whole. It was all or none—a man could do the whole job
or none of it. He was disabled for all work if he was disabled for any part of it.
The physiological or functional phase of medicine had not yet entered the picture.
In those earlier days, there was perhaps partial justification for the ‘“perfect
anatomical specimen” concept of man, since jobs were not as specialized and
subdivided as they have come to be during the last three decades.

Times have changed. In many types of employment, a man works on a part
of a job. Many machines can be operated by the blind ; they do some jobs better
than the sighted. Many jobs are done while sitting and are easily done by those
with heart trouble or circulatory difficulty of the legs.
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Similarly, changes in disability have influenced our attitudes towurd old age.
It is now recognized that there is no chronological dividing line between _com-
petence and incompetence. Whether or not a person can work after age 65 is an
individual matter. In fact, the disability of aging is undergoing a revision,

The idea of dixability itself is outmioded. When a specific “disability” does r_lot
in truth disable, the “disability” ceases to be a disability. Yet there remains
the question of securing acceptance of this changing concept by employers and
thel}.){;;lil;};;.the past 10 years, there have been developments in the several fields
relating to disability which have radically broadened the extent to which handi-
capped persons may be restored to activity and gainful employment. Because
these developments have not occurred in a single dramatic step, their significance
frequently has not been fully comprehended. Taken together, they already have
made it possible for thousands of disabled men and women who, 10 years ago,
would have heen considered hopelessly impaired, to resume active lives and to
enter the labor force as self-supporting citizens.

Senator CarrsoN. I would like to ask Miss Switzer if she was not
a member of this task force committee, or at least a consultant on it
when this was prepared. )

Miss Swirzer. Yes; I certainly was. We were really very excited
about this report. Tt was a study that was done just at the beginning
of the Korean conflict—the task force was composed of labor, man-
agement, and professional people in rehabilitation, under the chair-
manship of Dr. Klumpp, who himself is a doctor and the president of
Winthrop Drug Co. .

This theme really was the clarion call of that group. We feel it is
our sort of motto.  You know. the motto of our Department of Health,
Education, and Welfare is “Spes Anchora Vitae,” “Hope, the Anchor
of Life.” And, of course, we think that is rehabilitation. We have
taken that motto and made it our own. We think it was written for us.

But I would not want to convey the impression that there are not
many, many people who, because of many circumstances, not always
under their own control—that every disabled person can be rehabili-
tated vocationally. That cannot be done. But I think we are so far
from what we can do that we need to concentrate on the positive.
We want to try to reach some level of service that will take care of the
current need and then try to cut into the backlog. That is the reason
we have our new vocational rehabilitation legislation and have made
such stridesin the last couple of years.

I am very grateful to you, Senator Carlson, for putting that in the
record, because that is a favorite paragraph of mine. I think it is
grand that you were able to come upon it. I would say you have done
your homework pretty well.

I want to say one word, and I think this will be of special interest
to Senator Carlson, and maybe we can make a few converts; that is,
the importance of rehabilitation in the field of the mentally ill. The
public program of rehabilitation has been giving rehabilitation serv-
ices to an Increasing number of the victims of mental illness. One of
the exciting developments of the last several years is the way in which
our vocational rehabilitation counselors have been able to work with
patients in State hospitals and help prepare them to return to the
community. We pioneered in this in Kansas.

Senator Carrson. Mr. Chairman, I cannot let this opportunity
pass. I hope you do not feel this is egotistical on my part, but T
think T take more credit in the progress made in the mental-health
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program in the State of Kansas during my administration as Gover-
nor than any one thing we did.

Miss Swrrzer. Itake quite a bit of pride in it, too.

Senator CarusoN. Yes. Miss Switzer was very helpful. She co-
operated through Dr. Menninger of the Kansas Medical Association,
and our State was well at the bottom of all the States of the Union
in caring for the mentally ill. I would not say we were No. 1 at the
present time, but I am sure we are in the first four.

Miss Swirzer. I would say you made almost No. 1 progress, though,
in closing the gap. There are very few States that have done much
more than Kansas in such short period of time.

Senator Carrson. It really has been a wonderful program, and,
of course, it was not through my administration as Governor, but
through the cooperation of the people and everyone concerned. We
just took hold of this, and we voted money, and it is really working,
and I would recommend it to any State in the Union.

Miss Swrrzer. Yes. Itiswonderful.

Senator MartIx. I would like to say this off the record.

(Discussion off the record.)

Miss Swrrzer. I would like this to go on the record, though, Sena-
tor Martin. In the last couple of years in Pennsylvania there has
been unusual use of the vocational rehabilitation counselor—through
opportunities under the new act—in the mental hospitals. Pennsyl-
vania experimented in assigning a counselor to one mental hospital.
Now they have a statewide program in Pennsylvania in which coun-
selors from the vocational rehabilitation agency are working with the
public mental hospitals to the great advantage of the patients there.

So there is some progress taking place. In Philadelphia the needs
of the mentally retarded are receiving a good deal of consideration.
On the 23d of this month, they have asked me to talk to them about
what they can do to get some programs going for the mentally re-
tarded in Philadelphia, where they have very little, as you know.
They have had a citizens’ committee studying this problem and they
are all steamed up to do something about it. After all, this is prog-
ress,isitnot? I think so.

Senator MarTiN. Mr. Chairman, this can go on the record. I do
not have any objection to this going on the record. I think that we
are making great progress, but it is a problem that I think from a
national standpoint we ought to give consideration to. This density
of population is contrary to what a great man like Jefferson had
hoped for in our country. He had hoped that the rural part of
America would be the controlling factor. But we are rapidly getting
away from that. .

In Pennsylvania, the two big cities are now two-fifths of the
population.

Miss Swrrzer. Yes, they are.

Senator MartinN. In New York City there is over half the popula-
tion of New York. Chicago has more than half the population of
Tilinois, and it will not be long until Los Angeles will be more than
half the population of California. And those are very serious prob-
lems confronting this Nation, and I think we as a committee ought to
give that consideration.
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Miss Swirzer, Well, it has a very real bearing on the services
that have to be provided to try to offset the tension of modern living,
does it not ?

Senator MarTIN. That is what I mean. )

Senator BaRkLEY. San Francisco claims that Los Angeles is spread
all over southern California.

Miss Swrrzer. They have a point there. .

Senator MartiN. It looks as if Los Angeles soon will be a city 200
miles in length, and it is going to be pretty densely populated. Los
Angeles will probably be the largest city in America 1n 25 years, and
it is a serious problem. )

Miss Swrrzer. 1 want to put just one more figure before you in the
field of mental illness, because it is something that is tremendously
serious. I think we have about 700,000 patients in our mental hos-
pitals, and we think that at least 100,000 of them should be given the
opportunity of vocational rehabilitation.

Now, during the last 5-year period in our program, there were about
15,000 mentally ill persons rehabilitated. That was an increase of
about 35 percent over the 10,000 for the previous 5-year period. So
we are making progress, but we have a long way to go. )

Now, we have additional progress to report. I would just like to
summarize some of the things that have happened in the last couple of
years under the new program, before I close.

You will remember that we had, and we still have, a tremendous
backlog of disabled people. Depending upon what groups you count,
probably it runs from 2 million to 4 million. An estimated 250,000
people are disabled each year by illness or accident, and from congen-
ital deformities or who come of age—who need rehabilitation services.

Now, that is probably half—and this might have a bearing on Sena-
tor Byrd’s earlier question—for there probably are between 450,000
and 500,000 people who become disabled each year. As to the number
permanently or totally disabled—I do not like to use the term, because
there are very few people that come in that category strictly speaking.
At any rate, there are people who for one reason or another may not be
able to go from complete disability to independence but who could
perhaps be rehabilitated to self-care. But a minimum of 250,000
people a year are in need of vocational rehabilitation services.

Senator CarLsoN. Miss Switzer, may I ask a question on that point?
What about our statistics on the need and incidence and the scope of
the permanent disability of these people? You mentioned several
million people. What about statistics?

Miss. Swrrzer. We desperately need more recent, comprehensive
statistics, The Census is not organized to give us the kind of detailed
information on disability that we should have for planning purposes.
A number of people have been thinking about this in the last year oOr so.
I think really accurate statistics is one of the most important needs in
the whole field of disability. We need them in our program. We can
contribute very little. We have small studies going on in Kansas
City and New J ersey and this place and that place. They are all
geared to the community interest and need, and are not adequate for
national application.

They are as good as you can get. I do not worry about it too much
because we are so far from where we should be, that we can make a lot
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of mistakes in our ultimate predictions for we still have a long way to

go.

In planning for rehabilitation facilities, for which we have a great
need nationally, it is extremely important to have more accurate infor-
mation about the incidence of disability.

We know we need the first layer, but when we get the first layer,
how much of the second layer do we need, and what is the most eco-
nomical way to build that second layer %

The Senator says that the cities have a higher incidence than the
rural areas. Well, we do not know that for sure. We think so, but
we do not know. We think, for example, on the basis of information
we have that there is a far higher number of untreated deafness and
severe visual handicaps in the rural districts of our country than there
isin the cities. Well, that is probably due to the failure to get services
to these people.

But is it inherent? We don’t know. So I would think if we could
have some agency really do a study—we have not had one, after all,
since 1936, a study on disability nationally——

Senator Carrson. I know for a fact that in our own State when we
were dealing with this problem, that was one of our problems, the
lack of statistics in our own State. So I can imagine nationally it is
worse.

Miss Swirzer. If I am not mistaken, we have a bill up for that,
haven’t we?

Senator Carrson. I think Senator Hill, of Alabama, and Senator
Smith of New Jersey have introduced a bill for that.

Miss Swrrzer. I hope you will all support it and vote for it.

Senator CaresoN. Ithink it has much merit.

Miss Swirzer. I do not consider that I am lobbying; but I hope
you will.

Senator BargrLEY. You may have covered this before I came in.
Are you recommending that we eliminate the provisions of this bill
that provide for total and permanent disability above 50, or are you
emphasizing the need for rehabilitation in connection with that?

Miss Switzer. I am emphasizing the need for rehabilitation, Sena-
tor. I said before you came in that I would not speak to policy ques-
tions, for the Secretary will speak to that point when he testifies.

My main mission is to try to get you excited about rehabilitation;

-to recognize its potential, as you did last time when the 1954 amend-

ments were before you; to try to bring you up to date and give you
some accurate, current figures on what we have done, what we are
doing, and what might be possible. That is my main mission.

Senator WiLrLiams. In other words, it is your opinion that it is
better to rehabilitate these people if you can, than it would be to put
them on disability ¢

Miss Switzer. We do not know that it is an either/or proposition.
I think that many times it is not an either/or proposition. All I say
is that there is a tremendous opportunity for rehabilitation, regard-
less of any necessity for income maintenance.

I think that I am not in a position to discuss whether or not there
should be an amendment to the Social Security Act providing for
disability payments. I do feel strongly—the position I hold gives me
.some authority to say so—that there is a tremendous responsibility on

' el w— g o g o

w w T _ ' &€ ¢t 3§



580 SOCIAL SECURITY AMENDMENTS OF 1955

all of us, as people responsible in public office, to emphasize the con-
structive possibilities of rehabilitation to the fullest. And we are a
long way from doing what we ought to do. ]

Senator BargLEy. Would you give us approximately the percentage
of those who are now disabled, or whoZt.hink they are, who cannot
be rehabilitated at all under any program ? ) )

Miss Switzer. Who cannot }{)g rehabilitated. Well, I think that is
an awfully hard figure. T think I would be sticking my neck out if
I made any statistical estimate of that, but I would say

Senator Barkrey. If you would like to take a little time and try to
look it up and put it in, I think it might be interesting. .

Miss Swrrzer. I would, really. I think it would be very important
for you to have that in the record. I feel that, for example, there are
people who are victims of a combination of circumstances—cerebral
palsy and mental retardation, just to take two very obvious things—
there are people who are the victims of congenital conditions that
male it impossible for them to do anything but live in an institution.

It would be foolish to say that these people should not have main-
tenance and that they should not be given every opportunity to live
the fullest life they can within the limits of their capacity. L

But to hold out very much hope for that group in rehabilitation
would not be very realistic.

Likewise, if a person had been flat on his back and more or less
unconscious as a result of a heart attack or a stroke, it is not very
realistic either, even though we can do tremendous things now with
partially paralyzed people with heart conditions, to say that these
people could be rehabilitated.

But I would like to think about that statistic, Senator., and give you
what is available for the record. I would want to consult my experts
on figures and see if we could give you something that would be
realistic.

(The information requested follows :)

The Office of Vocational Rehabilitation estimates there are about 2 million
persons in the United States in need of vocational rehabilitation. In addition
there are about 600,000 persons with disability that are of such serious nature
and which in combination with other conditions, who probably could not be
rehabilitated into employment. Many of these persons are in need of rehabilita-
tion services which would enable them to achieve self-care, This would, in many
cases, free other members of the family to accept employment and in practically
iail‘}e(s:ases would permit these disabled persons to lead more useful and fruitful:

Senator ("arLson. Miss Switzer, right on that same point, now, we
have large numbers of people in this Nation who are already drawing
disability compensation and payments through public and private
funds. Have you ever made any study as to whether there is a dis-
Incentive to rehabilitate themselves once they get on these payrolls?

Miss Swrizer. Well, we have very few objective studies, really.
You can get opinions from as many people as you talk to. I would
say that my own views are fairly subjective and perhaps some people
would say not very scientific.

But I would say that there are several things to consider.

First of all, the size of the payment is a controlling factor in many
cases. This has certainly been true in the veterans’ program.
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1If you talk to people who have intimate familiarity with veterans’
rehabilitation, you will find, I think, that the most difficult problem
arises in those instances where a person has been disabled to the extent
of getting the full veterans’ benefit. That person, under normal con-
ditions, would have earned, and lived at a standard that was perhaps
half of his pension, and if he went back to work, that is all he could
earn.

Well, obviously there is little incentive there to be rehabilitated.

Some people also develop fears; fears of insecurity. We have
found, for example, in some places that people on relief do not like to
get off relief, because they are afraid if they are not rehabilitated,
they will not be taken back on. When people are that close to the
margin, it takes a good deal of imagination and planning to give them
the kind of security that will encourage them to take a chance at
working.

I think if the concept of income maintenance in any program can
be tied in, in some constructive way, to the provision of rehabilitation
services and if the one does not stop because the other is undertaken,
therf is the possibility that this approach would be found quite suc-
cessful.

Now, in some States there has been a very close relationship de-
veloped between our vocational rehabilitation agency and the public
assistance program. An agreement has been reached that persons
would continue to receive public assistance if they needed it, or at least
part of it, until it was established that they could be rehabilitated,
and then it would stop.

This has been oftentimes the controlling factor in whether a person
would be willing to undergo rehabilitation.

Now, after all, it is a difficult decision to make when a person has
been out of work, or has been injured for a long time. I think the
experience of the United Mine Workers in their rehabilitation pro-
gram is quite graphic in that regard. There are an awful lot of prob-
lems involved and it is awfully hard to give a yes or no answer.

But my own conviction is that you can so structure an income-
maintenance program that you can make disability practically
impossible.

enator BARKLEY. Now, I suppose in the matter of mental disabil-
ity, a good deal depends on the type and degree.

Miss Swrrzer. That is right.

Senator Bargrey. There are many types of mental disability——

Miss Swrrzer. That you cannot do anything about.

Senator Barkrey. I heard a very amusing incident. It happened in
one of our mental institutions one shining afternoon. An inmate was
sitting out by the front gate enjoying the sunshine, and a man came
along in a car and had a blowout right in front of the gate. And he
changed the tire and got it back on, and in the process he had kicked
the lugs all over the road and could not find any of them at all, to
put back on the wheel.

So he started to walk into town to get some lugs, and this inmate
said to him, “You don't have to do that.” He said, “You take one
lug off each of the other wheels and put it on this one and you can
drive into town.’

And this fellow said, “Are you an inmate here?”

He said, “Yes.”

—f | T o —

LN YNNI vy



582 SOCIAL SECURITY AMENDMENTS OF 1955

“Well,” he said, “you are not crazy.”

He said, “I am crazy, but I am not stupid.” [Laughter.]

Miss Swirzer. That is wonderful. That is a wonderful story.

Senator BarkLEY. It proves that there is no cure for stupidity.

Miss SwirzeR. That is right.

That is a very good illustration, is it not, of some of our problems?

Well, let me give you a few facts about what has been happening in
the last year or two. .

This is the first year, really, that we have had a full year’s operation
under the new program. You will remember that by 1953—we had
reached a sort of plateau. The Federal appropriation for that year
was $23 million. In 1954 the Congress adopted the new rehabilitation
law, which broadened the financial scope of the program and put it on
a long-term basis. Contained in the act are certain objectives in terms
of financial authorizations which were designed; if the states would
put the money up—to make it possible to reach the goal of 200,000
rehabilitations a year—in contrast to 55,000 to 60,00—in a 5-year-

eriod.
P Well, we will not get there quite that fast. But we are on our way.
The authorizations in the act, you will remember, are for $30 million:
the first year, then $45 million, $55 million, and $65 million, on up.

Now, in the last several years, the Federal Government has done a
tremendous job in getting this program underway, and the Congress
has been extremely affirmative in its support of it. It always has
been, but it has been even more so in the last couple of years.

In 1954, we had the $23 million base. The first year of the new
program, which really was midyear, we had an increase of $2,500,000,
and in 1956, an increase in Federal funds from $25 million to almost
$33 million, and the President’s Budget for 1957 calls for $37 million.

Now, all of this action has also drawn out State funds, an increase
from $12 million in 1954 to $15 million in 1955, and $1$ million in
1956 and in 1957, we hope, to about $22 million.

Now, this is stepping up the program tremendously. One of the
things the Secretary wanted me particularly to emphasize was the im-
portance of State support in this program. He wanted me to make-
clear the efforts that we are making to try to get more adequate State
support. I thought the chart that we prepared for the Governors.
Conference shows the spread of State effort.

Miss Swrrzer. Traditionally, this program has been uneven. It
has been supported adequately in some places and not at all ade-
quately in others,

Now, this line would represent 100 percent conformance by the
States with the President’s budget estimates for 1956. This is a year
old, but relatively it is still true. I think it is a wonderful way to
see what we have to do in some States to secure sufficient State support
to match the Federal money that is available to do the job. This
chart illustrates a tremendous lag in some States. Some shifts have oc.
curred, but this

Senator Barkrry. What does that space there represent ?

Miss Swirzer. Well, this is new State money in the program in
1956. This line is what States would have to appropriate in order
to earn all the Federal money available that year.

Now, some States are over this line, and some States are almost
there. It isinteresting to see just where each State stands.
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Of course, I cannot help but mention Georgia, because Georgia is
sort of bellwether of the Nation. Last year, for the second time,
Georgin had the greatest number of rehabilitations. It was a great
year to have it happen, too, because the Georgia director, Mr. Paul
Barrett, was one of the great leaders in this program and he died
just a couple of months ago. We still feel his loss very greatly.

But our big problem is to work with States and communities to
get a recognition of what can be accomplished.

Now, I think 1957 is going to he a very interesting year, because
the State legislatures, all of them, are tremendously interested in the
program. One of the advantages that the new law gave us was several
methods of making grants in addition to basic support of the pro-
gram: special research projects, expansion activities, and extension
improvement projects. We have about 250 projects going in different
communities. Some involve additions of specialized staff, like the
Pennsylvania program for the mentally ill that I mentioned earlier to
Senator Martin. Others include specialized personnel for the blind,
and programs for special disability groups. All over the country we
have a great deal of activity going on in areas which will indeed pro-
duce prompt results.

Now, we have a couple of bottlenecks. The biggest bottleneck is
the shortage of trained personnel. The Congress very wisely gave us
authority to establish a training program, very similar to the ones
that have been found so successful for the Public Health Service pro-
grams. When you think of 58,000 individuals rehabilitated out of a
pool of about 175,000 persons being served on any one day in the
year, you can appreciate the number of skilled technicians that are
necessary to provide the rehabilitation services.

Everything is in short supply in this program: counselors, doctors,
specialists in rehabilitation, physical therapists, occupational ther-
apists, special education teachers, hearing specialists, and speech
specialists. All are in short supply.

So we start out to do several things: (1) To try to help the States
recruit staff and train them on a short-term basis so that they can
not only be equal to the expanded rehabilitation program. but to
function in the disability freeze program which most of our State
agencies, as you know, are administering and which represents an
additional workload; (2) long-term training—by that I mean 1-year
or 2-year programs for individuals that will be ready to enter the pro-
gram in following years; and (3) to increase the pool of specialists.
We have an appropriation of just something over $2 million for
training.

We_ have awarded about 100 teaching grants to schools in almost
every State of the Union, over 1,100 traineeships have been awarded to
individuals enrolled in the training programs. It is a very exciting
program, and it is very encouraging how much we hope to get from
the voung people who are willing to go into rehabilitation.

_-\fter all, there is great competition for persons among the special-
ties these days. It is hard for me to say that it is better for a person
to go into rehabilitation than into nursing or other fields, because all
the health professions are in short supply. But I do think that
people who go into rehabilitation and who commit themselves for even
a short period of their professional career—and many will stay with
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it all their lives—that here is an opportunity for service to the public
and the disabled that has rewards far and away beyond a good many
other choices.

On that basis, we are hoping to recruit a very high quality of
personnel.

Then we also have a good many projects in research and demonstra-
tion and a beginning in establishing regional facilities. Facilities are
a bottleneck, too. We have one Fisherville, but we need many more.
We hope Pennsylvania will establish a center in the next year or two.
Several more are in the planning stage. It is going to take several
years before the kind of service that we have been able to provide
in the presently organized centers can be developed in the new ones.

The Hill-Burton hospital and facilities construction program is
gradually beginning to meet this need. The staffing of these centers
will present an ever-growing problem.

I think that some of the people who operate these centers—you prob-
ably have thought about them, particularly Dr. Howard Rusk, who
perhaps has a more intimate knowledge of what is going on and what
needs to be done than anyone I know—can be asked to appear before
your committee and have him tell you what he thinks about rehabili-
tation and disability.

I feel that the task ahead is to concentrate on community support
of the program, on community interpretation and education, on work-
ing with our State groups to get the States to accept the challenge of
what the Government has laid out for them as an ideal, and what
Congress has committed itself to put into this program. Perhaps, in
the next decade of service to people the rehabilitation philosophy may
become the governing one—to make independent and productive citi-
zens out of people that would otherwise be dependent for the rest of
their lives.

I think I have taken too much time, Mr. Chairman, but I have
had a very good time, and I appreciate very much the opportunity to
tell our story to you.

The CHATRMAN. You made a wonderfully fine statement.

Do you desire your complete statement put in the record ?

Miss Swirzer. That would be nice. There are some figures in the
statement that I think might well to have.

The Cuarman. That will be inserted.

(The prepared statement of Miss Switzer is as follows:)

STATEMENT OoF Mi1ss MARrY E. SWITZER, DIRECTOR, OFFICE OF VOCATIONAL RE-
HABILITATION DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

Mr. Chairman and members of the committee, it is indeed a pleasure to appear
here today to discuss with you our nationwide vocational rehabilitation program.
It is a rich and rewarding experience to be associated with the program that
has such farreaching social, economic, and humanitarian implications—a pro-
gram dedicated to helping our handicapped men and women attain a position
of self-sufficiency, dignity, and independence in our society.

My testimony will not cover questions of policy on H. R. 7225; these will be
dealt with in the testimony of the secretary, when he appears.

THE VOCATIONAL REHABILITATION PROGRAM

Voeational rehabilitation is a program with a history and tradition. Estab-
lished by the Congress in 1920, it was one of the first grant-in-aid programs
of service to people. In 1943 and again in 1954, the Congress enacted legisla-
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tion whi atly broadened the scope of vocational rehabilitation services
ax?ailzrg)led:mgc‘lr:r tﬁe program, and substantially increased Federal financial
sUppo his vital activity. e L
slll'i‘%rrotu(;;x(gu}cqi;,st35-year hyistory. the purpose of the vocational ‘r‘ehabllltatw‘n
program has remained unchanged—to develop and yestoredthete_ ablgtg;kof physi-
call nd mentlly handicapped persons to engage in productive .

aT%ig r%sto‘rs'ati\i ohjectivgpof vocational rehabilitation had gradually become
the ideal—the philosophical ideal at least—of all our health and welfare pro-
grams, This concept is well illustrated in a recent address by Secretary Folsom
in which he stated: i . .

“We should not be content with programs—worthy as they are—which simply
relieve human want after it has developed. * * * We mus§ look aheaq and hgad
off problems before they become acute. We must emphasize the services which
help restore persons in need to independence and a bette_r !1fe. This approach
Tequires imagination, hard and practical thinking, and a willingness to face up to
the problem.” L .

Rehabilitation has and needs these attributes—*imgination, hard and prac
tical thinking, and willingness to face up to the problem.” .

The public program of vocational rehabilitation operates in all 48 States,
the District of Columbia, and the Territories of Hawaii, Puerto Rico, Alaska,
and the Virgin Islands. In 36 States, including Hawaii, vocational rehabili.
tation services for the blind are administered separately by a State agency
or commission for the plind. Responsibility for the administration of services
to the disabled individuals rests with the States.

THE REHABILITATION PROCESS

The vocational rehabilitation of disabled persons is a highly individualized
process. Even a superficial study of the many people that have been served
by this program will show the infinite variety of human nature—for a handi-
capped person is like all the rest of us with the problems that everyone has.

Disabled persons are referred to the rehabilitation agency from many
sources—welfare agencies, doctors, hospitals, OASI, employment services,
schools, and so on. Their contacts and continuing relationships are with the
rehabilitation counselor, who is the key to all that follows. Through early
interviews with the disabled person. members of his family and study of reports
from other agencies, the counselor begins to develop a case history and makes
a tentative decision about the client’s eligibility.

As a basis for further action, a medical examination is made in every case
by a physician of the community. Thig isx often supplemented by examinations
by medical specialists, There are several reasons for a thorough physical
evaluation. It determines (1) cause and extent of disability: (2) presence or
absence of other physical or mental conditions often not obvious; (3) whether
disability can be removed or reduced by surgery or treatment; and (4) the
activities which may be safely performed,

With these medical data, the case study and an appraisal of the person’s
vocational aptitudes, abilities, and interests, the counselor arrives at a voca-
tional diagnosis, and works with the disabled person to develop a complete
rehabilitation plan. The services which the disabled person may be furnished
include medical, surgical, or psychiatric treatment, hospitalization, artificial
appliances, training, transportation and maintenance during rehabilitation, occu-
pational tools. equipment and initial stock if established in a small business,
and placement and followup on the job.

Some disabled persons may require all of these services: others may need
only a few. At times, several may be given simultaneuusly. In every instance,
services are selected in terms of euch disabled person’s needs and provided
solely for the purpose of helping disabled persons to become employable.

The individualized nature of the rehabilitation process can also be illustrated
s@atistlcally, For examnle, in one State the vocational rehabilitation of severely
disabled persons required all the way from 45 to 133 bersonal contacts by the
connselqr before they could he established in employment.

Vocnt_mnal counseling, medical examinations, training, placement and followup
cn tpe JQh are available tn al} eligible disabled persons regardless of their eco-
homic circumstances. MMedical services, maintenance, and transportation are
paid for out of program funds to the degree that the disabled individual cannot
meet the cost. In measuring the individual’s capacity to pay, he is not required
necessarily to be at a relief level. The availability of cash maintenance in the
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vocational rehabilitation program is an important provision. It permits individ-
uals whose resources for subsistence are limited to take full advantage of
vocational rehabilitation.

Many services must be provided in facilities such as rehabilitation centers,
adjustment centers for the blind and workshops. There is a substantial short-
age of rehabilitation facilities and workshops and those that do exist are not
evenly distributed through the country. When appropriate facilities are not
available in the disabled person’s community or State he may be sent by the
State agency to some other State where appropriate facilities are available.
For example, on any one day at the Woodrow Wilson Rehabilitation Center at
Fishersville, Va., approximately 1235 out of the 350 patients are from about 21
States. At the Institute of Physical Medicine and Rehabilitation in New York
ity of which Dr. Howard Rusk is director, you will find disabled persons from
all over the country.

In the period of 1950 to 1954, the Georgia agency sent 49 severely paralyzed
persons to Dr. Rusk’s center. Since completing their treatment there, 24 are
back at work, 23 are in various stages of vocational preparation, and only 2
have gone on relief.

I shall return to the subject of rehabilitation facilities later. In the meantime-

let me turn briefly to the economics of rehabilitation.
THE ECONOMICS OF REHABILITATION

Vocational rehabilitation is a program with great human, social, and economic
values. There is no way to measure personal and family satisfaction and
happiness when disabled persons are lifted from nonproductive dependency into
the ranks of family breadwinners.

The economic values are more than convincing. For example, about 58,000
disabled persons were rehabilitated during the fiscal year 1955, Disability not
only affects an individual but may affect the total family as well, therefore the
rehabilitation of these 58,000 disabled persons also affects an additional 78,000
family members who were, to some degree, dependent on these persons.

Of this group of 58,000, 76 percent were unemployed when they started re-
ceiving vocational rehabilitation services of whom 13 percent had never worked ;
only 24 percent were working in one way or another. These in the latter group
were engaged in temporary or part-time jobs, unsuitable or unsafe employment,
or were in danger of having to stop work because of their disabilities.

Voecational rehabilitation is an investment in the conservation of our human
resources that pays dividends. The total earnings of the 58,000 disabled persons
rehabilitated in 1955 were at the rate of $16 million a year when they started their
rehabilitation. After rehabilitation the group’s earning power was increased to
$106 million a year. These figures do not include the earnings of farmers and
family workers. In addition this group added approximately 89 million man-
hours to the productive effort of our economy.

The economic gains are also reflected in other ways. It is estimated that these
58,000 persons will, during the remainder of their working years, repay $10 to
the Federal Government alone in Federal income taxes for each Federal dollar
spent for their rehabilitation. About 11,600 of this group were on public assist-
ance rolls at some time during their rehabilitation. To maintain these disabled
persons on assistance for a single year would have cost around $9.7 million.
Their rehabilitation for useful work cost about $7.7 million.

ADVANTAGES OF VOCATIONAL REHABILITATION TO THE TUBERCULOUS

So much for the economic values of vocational rehabilitation. But there are
other values as well. These values vary from one disabled group to another.

TFor example, tuberculosis is a relapsing disease. We have to preserve that
which we treat. It costs about $14,000 to treat and care for each new case of
tuberculosis. Yet we often fail to realize that each relapse involves an additional
investment in treatment, together with all the social and economic dislocations
which accompanied the original onset of the disease.

The importance of vocational rehabilitation in preserving the health and
welfare of persons with tuberculosis is revealed in a recent study by Dr. Sol
Warren, a staff member of the New York rehabilitation office, who carried out a
5-year followup of two groups of patients—one group who accepted voecational
rehabilitation and the other group who did not.
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Here are a few of the results: Within 5 years after discharge, 18 percent of
the nonparticipants had died, whereas only 5.1 percent of those who underwent
rehabilitation had succumbed ; 62 percent of the nonparticipants suffered relapse
of their disease, whereas only 26 percent of the participants experienced re-
currences ; 85 percent of the participants were employed whereas the percentage
was 47 for the nonparticipants. During the 5-year period after discharge, the
average sums spent for hospitalization were $259 per participant and $737 per
nonparticipant. The participants as a group received public aid for 6.5 percent
of the followup period as against 13.3 percent for the nonparticipants.

THE CHANGING CONCEPT OF DISABILITY

Throughout the history of the vocational rehabilitation program we have wit-
nessed substantial changes in the concept and management of disability as well
as the impact of disability on our national economy.

Physical fitness

The selective-service program of World War II brought into bold relief the
fallacy of our national concept of physical fitness. It came as a distinet shock
to the Nation to learn that despite its high standard of living, 40 percent of its
selectees for military service were rejected because they could not meet standard
physical requirements. But the war taught us, too, the tremendous contribu-
tion rehabilitated handicapped workers could make to the defense effort on
the production line. Many crucial jobs were performed by the blind, deaf, and
orthopedically disabled more effectively in many instances than so-called normat
people.

This experience demonstrated most strikingly the basic error of our thinking.
For years false concepts of physical fitness have had an important influence on
our civil and industrial life. Vague standards have been created that condemn
those with physical defects as unproductive. This is well illustrated by the
tragic aspect of epilepsy for the majority of the 1 million epileptics enjoy normal
health except when having seizures. Except for those few cataclysmic minutes,
which come only periodically, they look, act, and feel like other persons. But
because of these few minutes and the long social stigma attached to them, most
epileptics have been—and still are—denied the privilege of living and working
like other people.

Studies reveal that, with few exceptions, rehabilitated workers are as fully
productive as the so-called normal persons. Though the presence of physical
defects may imply limitation of capacity of work in some cases, this premise
is false in the majority of cases among the total disabled population. There is
no strict or objective demarcation between disability and incompetence. When
a specific “disability” does not, in fact, interfere with the performance of a job,
the “disability” ceases to be a disability. As one authority sums it up, less than
1 percent of the working population are physically fit for all types of work.

Mechanization in industry has also contributed toward a more realistic con-
cept of disability. In many types of employment a man works only on a part
of a job. Many machines can and are operated by totally blind ; they do some
jobs better than the sighted. The amputee is no longer confined to the job of 4
night watchman. If what some of our economists tell us about automation
is true, then we must look toward the use of practically all of our disabled people
to meet industrial needs.

Medical advances

Since World War II there have also been developments in other fields that
have a profound impact on the total problem of disability. Thanks to wonder
drugs, vastly improved surgery, better hospitals and diagnostic facilities, and
many other advances, thousands of our people are alive today who, with the
same illness or injury less than 50 years ago, would have died. Few paraplegics
survived World War I. Almost all of the 2,500 paraplegics of World War II
are still alive and most of them are employed. Many of the patients who leave
the hospital “cured” also leave with a serious disability. Fach of them repre-
sents a precious human life saved—yet each raises the question of whether the
same society which can save a life can give meaning to it.

Our very success in the constant struggle against disease and death has in
fact created medicine’s number one problem—the problem of chronic disease in 2
population in which the average age is rising. The life expectancy of our people
today is 68, on the average, as against 49 at the beginning of the century. As
our population grows older, it can be expected that chronie disease and its result
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in physical disability will increase correspondingly. Lacking a cure for many
of the chronic diseases that produce disability, we must turn to rehabilitation
to teach the disabled to live within the limits of their disabilities and to the
fullest extent of their capabilities. We are now in a position to do more to
overcome the handicapping effects of disability than at any time in our history.

New methods of cardiac surgery permit young adults crippled with mitral
stenosis and congenital heart disease to grow up as productive rather than
vegetative members of society. The cerebral vascular accident patient pro-
vided with modern physical medicine and rehabilitation can frequently return
to a productive life. Like the young physician who had a severe heart attack
at the age of 41 and returned to continue his practice of medicine. He died at
the age of 69 following his ninth heart attack.

As for the paraplegic, of whom there are more than 85,000, the contribution of
physical medicine and rehabilitation can be strikingly illustrated. A car in
which a young Georgia boy, age 21, was riding, overturned and he was thrown
from the seat next to the driver. His spinal cord was severed causing perma-
nent paralysis of his entire lower extremities. Because of the disability he was
unable to return to his job at the textile mill. After many months in the hos-
pital he was sent by the Georgia rehabilitation agency to the Institute of Physical
Medicine and Rehabilitation in New York City. Here he learned how to get
out of bed to perform the activities of daily living, take care of his personal
needs and get about with the aid of crutches. When he left the institute he
entered training to become a watch repairman. After completing his training
his first job paid a beginning wage of $40 per week. Since then his weekly
salary has been substantially increased. It cost Georgia about $6,000 for his
rehabilitation. Had he been required to become a public charge, it would have
cost-around $21,000 to provide him with a minimum level of subsistence through
age 65. Today he is a taxpayer rather than a burden on his family and his
rehabilitation saved the taxpayers about $15,000. This case illustrates the
point made earlier of the direct relationship of severe untreated disability to
dependency and relief costs.

‘We often associate arthritis with aging—this is largely true for osteo-arthri-
tis—but rheumatoid arthritis, which causes the greatest crippling, usually strikes
young persons and adults in their prime. As yet we have no cure for this
disease. But frequently we can reduce the amount of erippling and achieve a
productive life. One of my favorite cases is a Wilkes-Barre, Pa. boy, now 23,
who was first stricken when he was 7 years old. When he came to the Penn-
sylvania rehabilitation agency he was unable to walk or to get from his wheei-
chair to a standing position. Both arms as well as both legs were affected.
Arrangements for surgery, physical rehabilitation procedures and special braces
by the Pennsylvania rehabilitation agency did restore partial use of one arm and
hand and both legs. This boy has retained, through his painful young life, three
basic elements which made possible his complete rehabilitation—his spirit and
understanding, artistic ability and sufficient motion in one arm and hand to.
paint and draw. Today he is a commercial artist serving numerous stores and
businesses in his home community. He is now