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Mr. HarrisoN, from the Committee on Finance, submitted the
following :

REPORT
[To accompany H. R. 7200]

The Committee on Finance, to whom was referred the bill (H., K.
7260) to provide for the general welfare by establishing a system ot
‘Federal old-age benefits, and by enabling the several States to make
more adequate provision for aged persons, dependent and crippled
children, maternal and child welfare, public health, and the adminis-
tration of their unemployment compensation laws; to establish a -
Social Security Board; to raise revenue; and for other purposes, having
considered the same, re{mrt favorably thereon with amendments and
recommend that the bill do pass.
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I1. Federal Old-Age Benefits
I11. Grants to States for Unemployment Compensation
., Administration
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VI. Public Health Work
VII. Social Security Board
VIII. Taxos with Respect to Employment
IX. Tax upon Employers of Four or More
X. Grants to States for Aid to the Blind
XI. United States Annuity Bonds.
XII. General Provisions



2. . THE SOCIAL SECURITY BILL

As the titles of the bill indicate, it consists of a series of related meas-
ures designed as a unified, well-rounded program of attack upon the
principal causes of insecurity in our economic life. These measures
may be divided into five broad fields: (1) Old-age security, (2) un-
employment compensation, (3) aid to dependent children, (4) public
health measures, and (5) aid to the blind.

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

The pressing need for social security legislation at this time is
apparent on every hand. For the last 5 years we have been payin
1 frightful cost of insecurity in the toll of human suffering, weakenec
norale of our people, and mounting public expenditures for public
~harity. So-far in the depression we have taken emergency steps,
lesigned to relieve distress, and to take care of the immediate situa-
sion,  The time has come for a comprehensive, constructive program
w0 avoid the repetition of such a disaster in the future. The founda-
tion for such a program is laid in this bill,

HISTORY OF TiHE LEGISLATION

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

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

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

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

3. Section 202 in title II is amended to make retirement from
regular employment a condition for payment of old-age benefits.
This will eliminate the anomaly that employees over 656 may draw
old-age benefit while earning adequate wages in full-time employment.

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

5. The Social Security Board has been placed under the Depart-
ment of Labor, instead of being created as an entirely independent
agency. The reason for this change is the close relationship between
the functions of the Social Security Board and those of the Labor

_Department. This type of legislation the world over is almost
invariably under the direction or supervision of the labor department
or its equivalent. By placing the Social Security Board under the
Labor Department, considerable saving in administrative costs may
be anticipated. The committee regards it as inadvisable to create
new independent agencies, particularly where their functions are
closely related to the major functions of an existing department.

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

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

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

FEDERAL AIDS TO THE BTATES

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

urden. ‘

OLD-AGE BECURITY

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

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

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

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

World experience has demonstrated that the best way to provid
for old people who are dependent upon the public for support is
through old-age assistance gpopularly called ‘‘old-age pensions’’).
Foreign countries have had old-age pensions for many years. In this
country the first State old-age pension law! was enacted in 1923, and
by this time there are old-age pension laws in 33 States, plus the Terri-
tories of Alaska and Hawaii; 5 of these laws were enacted this year,
and no less than 14 in either 1933 or 1934. All of these laws grant
assistance (pensions) to old people in need who are dependent upon






Tasue 1.—Summary of the provisions of the social security bill relating to Federal aid to the States

Old-age assistance Aid to the blind Aid to dependent children Maternal and child health Crippled children Child welfare Public health
Foldoul sppropriation  authorized | $49,780,000.........cccceunncnanannnecennns $3,000,000. ... eeeemeaiecannnann mevecvannee] $2,780,000. ... . eeurenameeeoaecmeeecaeannn $3,800,000. - . eeemenonn eeacactamcsesnaan $2,860,000.c..-ucnwn PO vereemescenna $1,500,000. ...ccuaiecrnnacariarrcncnan eeuse] $8,000,000,
Sections of bill............ vebesamaacane L SO 1001-1008. . .c .o eveannnnnn weeemcenancan vacea] 401408 . ..o nerienanccnennnneneonaan conel B0O1-508. . cenecennnn teectemesesecamene U I § 1.1 V. SO e avnncanns cammennuee 821........ teeessscecscennnaactvanannn aeese]| 001-603.
Foderal agency. ..cceevcenrocrnavannna- SOCIAL SBECURITY BOARD : CHILDREN'S BUREAU PUBLIC HEALTH SERVICR
Amount of ald to States and basis of | (a) Not to exceed 60 percent of total payments; payments In excess of $30 per month per | Not to exceed 3334 percent of total pay- | (4) $20,000 to each State. | $20,000 allotted to each State; remainder | $10,000 allotted to each State; remninder | Allotted on basis of (1) population, (2)
allotment. ( rson not wunmﬁu detormlnlngp!";deml ai'd.y pe pe ments; payments % excess of slsppgr ébi $1,800,000 ullotted {n proportion to live | ullotted on basfs of need, taking {nto ac- allotted in proportion to rural popula- sPec!al healthapmblems, and (3) finan.
(b?ob percent of Federal aid for administration andjor assistance. month for first child and $12 per month rths, count the number of crippled children tion. oiul needs, after consultation with
for additional children not counted in | (o) $880,000 allotted on basis of need of {n- in need of such service and the cost State health authorities.
determining Federal ald, dividual State. thereof.
State matching required. .. .. feaaanne (W) SO percent. _......cceeecicannannana.. 2] (8) GO POrCent. ... .. iecceemeranaceecnceas] 0834 DOTOONL. . o eeenrnn v aeeecnanannen a) and (b) S0 percent.......oucecceevaen.- E Y Tt | S Not required......oooeiiiiiiiinaanas Not required.
(Percent of total payment)........ (b) Notrequlred.......coeeunenemeann. o b) NOt POQUITEt... . o enacecmccecaccacmmcnfaneaeeeecenncecaarercaneanannsnancnnnannn ¢) Not required.....cccneueun-. eeemanmmesaliiiaiieeaaemcacccasanauacacaasenanmenaresnon|ocrien e amaeaneaeaiaaanceeenrerasnmaann
How allotted. ...cccnceimeccccnoacunnn ALLOTMENTS MiDE QUARTEBLY ON RASIS OF ESTIMATED EXPENDITURES AND INVESTICATIONS RY THE FEDERAL AGENCY Allotted annually. ... .. ....coiceen... Allotted annually. -
Definitions..._ .. .ccceeouennn... caeunen Assistance to individual 65 years or older | Aid to the blind means money payments | Dependent child means a child under the | Assistance in promoting health of mothers | Services to crippled children ot to children | See below, under conditions............... See below, under conditions.
not an inmate of a public institution, to permanently blind individuals, age of 16 who has been de&ﬁvod of pa- and children. suffering from conditions leading to crip- -
rental support and who is living in a pling.
home‘rmunmwelxac‘l by mother or other
enumerated relatives,
vajof State plans..| 1. A Btate plan, For old-age assistance, aid to the blind 1 ldren -wid d if administered b subdivisions, be mandatory. The only conditions are those involved in | The only conditions are thoss involved
Coaditions for spprova ) P 2, Fin:.hcuﬁ wtictmtlon‘gy the Stat.(o.' d1o the blind, and sidto depandent children, the plan must be State-wide, and it red by local su be mandatory the pt?rpom of the act, which are to co- in the pur ‘2! the acti which are
3. A Btate agency must be appointed or designated to administer o to supervise the administration, For maternal and child health, the State health agency must be used. operate with the States “‘in eatablish- to assist States ‘‘in estab gsltl:lnhg e:l%g
4. Methods of administration (other than those relating to selection, tenure, and compensation of personnel) necessary for the efficient operation of the plan. fng, extending, and strengthening, es- maintaining adequate public-
6. Thesubmission of reports insuch form and containing such information as may be prescribed by to the Federal agency. peclally in predominantly rural areas, services, Including the tnllnlnl &
6. Persons whoee ¢laims for assistance have been denled must be permitted to appeal to the State agency. 6, Provide for the extemsion and im-| 6, Provide for carrying out the purposes public-welfare services for the protection mmgpel for State and local heal
royement of local maternal and child | ofthe appropriation, and care of bomel’m, depend?nt, and work.
ealth services administered by local units. neglected children.”
7. One-balf of any rooover&by the State 7. No aid for blind to be given to any 7. Btate residence requirement must not 7. Provide for cooperation with medlical, | 7. Provide cooperation with medical,
from the rec!éﬁent or his estate to be paid to | {ndividual receiving oli-age aasistance. disqualify a child who has resided in the | nursing, and welfars groups and organiza- | health, nursing, and welfare organitations
the United States, State for a year, or who was born within | tions. and with agencfes ch with vocational
8. After January 1940 State law must the State d the preceding year, if its 8, Provide for development of demon. | rehabllitation of physlcally handicapped
ovide an age limit of not over 65 years, mother has resided in the Btate for 1 year | stration services in needy areas and among | children.
ut unti! then a 70-year limit is permiasible, immediately preceding the birth, groups in special need, J
9. State residence re(*ulroments may not exceed 5 years within las 9 years. One year
of residence immediate nf preceding application may be required.
10. Oltizens of the United States may not be disqualified, a3, for eample, by a require-
ment of 10 years ¢’ oitizenship. .

Note.—In case of the failure of & State with an approved plan to comply substantially with the provisionsof the law, the Federal agency may withhold further payments, but is required to give reasonable notios and opportunity for hesring to the State agency, except for welfare and public healtb alds (secs. 4, 404, 805, 515, 1004),

The social security bill also authorizes for the fiscal year (935-36 ab appropriation of $841,000 for grants to the States for vooational rehabdilitation under the provisions of existing law (sec. 531), » 8. Rept, 628, 74-1. (Facep. 4.)
. . . ) '] . . We
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the public for support and are not being cared for in public institutions.’
The amour? of the pension grants varies with the needs of the indi-
vidual and his income from other sources. In nearly all States there
are maximum limitations, the most common being $30 'Fer month, or
$1 per day, less any other income of the pensioner, The minimum
age for pension grants is either 65 or 70, and all States prescribe mini-
mum residence requirements which now range from 5 to 35 years,

TaBLe I1.—Operation under State old-age pension acts during 1938/

Monthly pension
Numbe N}nnbet .
umber | of pen-
Btate Funds supplied by— | of eltgible aiog:rs. &}:gg,“;& Max. | Aver-
. age end of mum age
1034 payable x;aog.
1,82 | 427,527 $30.00 | 810,56
, 288, 508 30. 00 20, 28
1,043,120 30, 00 8,60
193, 231 25, 00 9.9
138, 443 25, 00 18,85
1,134, 250 185, 00 4.80
121,636 25, 00 13,28
............ 20,83 [........
aine. ....occeeeenaan...| Stateand city.........] 08,010 |oeieon i dannenaaen. . 30,00 [a.......
Maryland.... , 228 30. 00 24, 43
Massachusetts. ... ... 1 5,628, 402 ") 421,84
Michigan....coemeeaeaee.. , 180 30, 00 9. 99
Minnesota booenooooo.. , 354 30. 00 10,77
Montana.....cavceaaecenn. d b 177,428 25, 00 5,32
Nebragka !..__.. ..do.. 1 ) , 762 20, 00 10, 52
Nevada I....... 1,662 30, 00 18, 18
New Hampshir ...do . 25 ¢ 298, 722 32.50 | ¢19,06
New Jersey......... 1,773,319 30. 00 12.90
New York.....ccanenan.. do 12,651,008 (Y 20,36
North Dakota........-.... 24, 12, 80 .69
0. eeecnccaonccaocmanaalaccen 1,434,416 25, 00 14, 45
Oregon ... ccevmommunnne. 639, 30. 00 10, 64
Pennsylvania !. ..| State... 388,717 30, 00 21,18
Utahl.....v..oan County. 86, 418 25, 00 1.07
Wuhlnrton [ N do.. 99, 136 30, 00 5.95
West Virginia. ... f..... 0o ccvncacan| 73,048 LA Ll 30.00 |........
Wisconsin.....coceeavuan.. State and county...... 113,112 !y 1308, 7 30.00 | 118,76
Wyoming teoeeoenieennaan. Connty....ooooceuenne 8,707 7068 81, 81 30,00 9. 66
2,998,570 | 230,832 | 31,620,509 |.......... 15. 50
Alaska. ..o ociiioieaoano. Territory.... 2,035 4654 108, 485 35, 00 25, 00
Hawall.oo oo County 7,638 354 |- 27,427 15, 00 7.08
Qrand total. .. e |eeciicmeeeimnaeeaas 3,000,143 | 231,630 | 31,894,418 |_......... 15,50
! Figures for 1934 are preliminary only. . ¢No limit,
! Dgts are for 1833, P § Data are for Dec. 1, 1934,
$ Year ending Mar. 31, 1934, ¢ Data are for Beptember 1034,

Souree: U. 8, Bureau of Labor Statistics and Committes on Economic Security.

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

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

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

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

Provision for the people who are now old and dependent upon the

ublic for support is the first essential in old-age security. It will not,
1owever, solve the entire J)roblem. The cost of free pension systems
the world over has tended to increase rapidly and in course of time
has necessitated the eetablishment of contributory annuity sys-
tems. Free pensions, mu eover, have tended to discourage thrift, and,
while better than institutional care of old people, clearly have some
undesirable effects.

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

In addition to the increase in the number of the aged, we must
anticipate an increase in the aged who will be dependent upon the
public for support. This tendency is likelg' to become more marked
during the next decades, since so many of the people who are past
middle age have lost both their savings and their employment and
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are not likely to be able to build Li}i adequate provisions for their old
age in the few remaining years of the active period of their lives. It
has been the experience everywhere that the percentage of the aged
who qualify for old-age pensions on a needs basis increases rapidly.
In accordance with this experience, the actuaries of the Committee on
Economic Security have éstimated that if no other provisions are
made for old age than the pensions contemplated in title I, the total
cost of such pensions to the State, Federal, and local Governments
by 1940 will approximate $800,000,000; by 1960, $2,000,000,000; and
b{ 1980, $2,600,000,000. These figures assume a final dependency rate
of only 50 percent of all men and women over 65 years of age and
average pension grants of $26 per month.

It is very probable that if no other provisions are made for the
security of the aged, the actual costs of free pensions from general
J%ublic taxes will be much greater than even these estimates indicate.

here is already a wide-spread demand in this country for free
pensions to all old people, regardless of their needs, and also sentiment
for payment. of all pension costs by. the Federal Government, without
any requirement for State matching. There is serious danger that’
if only title I is enacted, this country will, before long, adopt the
principle of free pensions for all old people, to be paid for from general
taxes. Such a system would involve costs far exceeding any of the
figures mentioned, and would bring with it evils of the most serious
character, with much greater burdens upon industry than anything
that is proposed in this bill,

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

TaBLE III.—Summary of provisions relaling to Federal old-age benefils under title I'T
FEpERAL OLp-AGgE BENEFITS
COVERAGE (SEC. 210(b))

Old-age benefits are to be paid to all employees based upon wages received in
employment in any service performed within the United States, Alaska, and
Hawali, or upon vessels documented under the laws of the United étates, except:
Agrioultural labor,

Domestic service in a private home.

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

Employees of the United States Government.

Employees of a State or political subdivision.

Employees of institutions operated for religious, charitable, scientific,
literary or educational cl:n.u’poe;es, or for the prevention of cruelty to
children or animals, and which are not operated for profit.

L i
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TabLE I11.—Summary of provisions relating to Federal old-age benefits under
title I11—Continued

Feperar Oup-Aaz BenpriTs-Continued

CONDITIONS TO QUALIFY FOR RECEIPT OF OLD-AGE BENEFITS (8EC. 210C)

1. At least 65 years of age and not regularly employed.
2. Not less than $2,000 total wages received after title becomes effective
and before age of 65.

8. Wages were paid to him on some day in each of 5 years after title
becomes effective and before afe of 65. , :
Nonqualified individuals upon reaching age of 656 are pald a lump sum
equal 1o 3% percent of the total wages paid after title become effective

(sec. 204a).
OLD-AGE BENEFIT PAYMENTS (8EC. 210(c))

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

oot
of to
Total wages recelved after Dec, 31, 1030, and prior to age 65, in covered employment (not count- | wages
ing wagea [n excess of $3,000 for any calendar year) pald as
- monthly
benefit
1 I $3, 000 %
...................................................... 42, 000 i‘{‘:
...................................................... 45, 000 94
Minimum monthly henefit, $10; maximum, $35. T
ILLUSTRATIVE MONTHLY BENEFITS
Years of employment

Average monthly salary (dollars)

DEATH PAYMENTS (8EC., 203)

It an individual dies before age 66, his estate receives a payment equal to 3%
percent of his total wages received after December 31, 1936. If he dies after 65,
his estate receives the same amount less any benefits paid to him during his life-
time,

FEDERAL ADMINISTRATION

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

Social Security Board determines qualifications and amount of benefits payable.
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TasLe 1V.—Estimated appropriations, benefil payments, and reserves under title I1

[In millions of dollars)

Appro- | 15
erest | Benefit | Balance
Flscal vear ending June 30— pr};;:)tl!on on . in
reserve | reserve ments reserve
255, 8 0 1.9 283, 7
513.8 7.6 7.2 707.8
b8, 8 2.0 14.5 1,200, 6
662, 2 38,8 2,0 1,973.8
807, 2 59,2 29.7 2,810,3
814,8 84,4 52,8 3,650, 6
970.0 100. 8 94.2 4,642, 1
1,128,6 139.3 1429 5,768, 1
1,137.0 173.0 1912 6,883, 9
1,201, 4 200, 8 249.2 8,132,7
1,447, 1 43.9 314, 8 9, 0609, 2
1,460, 1 285, 2 arr.4 | 10,877.0
1,621.1 320.3 442,11 12,3824
1,783, 3 371,58 505,56 { 14,0317
1,861, 2 615.8 887.8 | 22,115.7
1,939, 1 844.2 | 1,370,9 | 29,543.9
2,018,9 | 1,040.9 | 1,844,0 | 358085
2,004.8 | 1,210.9 | 2,303, 8| 41,3687
2,172,7 1 1,341,8 | 2,872,1 | 4530683
2,180, 5 1,406,0 { 3,511,3 | 46,042, 7

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

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

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

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

A further important changein the parts of this bill dealing with old-
age security which we recommend is the amendment to section 202
to the effect that old-age benefits shall be paid only to employees over
65 years of age who are no longer regularly employed. This was
provided in the original bill but as the measure comes to the Senate
1t permits payment of old-age benefits to workers who have reached
age 65 but who still continue in regular employment. This is an
anomaly which we believe should not be permitted. There is no need
for payment of old-age benefits to employees who continue in employ-
ment, This feature of the House biﬁ materially increases the costs
and would have necessitated additional taxes in future years. The
amendment we suggest to section 202 will prevent anyone from
drawing an old-age benefit while regularly employed. This will
reduce the costs under title II by many millions of dollars in the
course of the decades.

UNEMPLOYMENT COMPENSATION

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

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

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

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

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

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

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

Such unemployment compensation is not a comFIete safeguard
against the hazard of unemployment. In periods of prolonged de-
Eression many workmen exhaust their compensation benefits

efore they find other employment. This will hold true of some work-
men even in periods of przif)eﬁty. Supplemental to unemployment
compensation there will still be need for work relief for those whose
compensation rights have been exhausted, as well as for workers who
are outside of the compensation system.

8. Repts., 74-1, vol, 2——20



12 THE SOCIAL SECURITY BILL

But unemployment compensation does have real value for many
workers. In normal times most workers will secure other employ-
ment before exhaustion of their benefit rights. Very recent British
reports indicate that even during the present period of depression
something like 55 percent of all insured workmen who have become
unemployad have found other work within 3 months. For the great
bulk of industrial workers unemployment compensation will mean
security during the period following unemployment while they are
seeking another job, or are waiting for a return to their old position.
In most cases the compensation they will receive will be all that they
will need. While unemployment compensation will not do away
entirely with the necessity for relief, it should very materially reduce
the costs of relief in future years.

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

This bill does not set up a Federal unemployment compensation
system. What it seeks to do is merely to make it possible for the
States to establish unemployment compensation systems and to
stimulate them to do so. This objective is carried out through
grants-in-aid to the States (in title 1II) for the administration of
unemployment compensation laws and through the imposition of a
uniform pay-roll tax on employers (in title IX) against which a credit
is allowed for contributions made by them to unemployment com-
pensation funds set up pursuant to State law.

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

loyment compensation funds of these States. This credit, however,
1s allowed only up to 90 percent of the Federal tax, 10 percent being
payable into the %edera.l reasury in any event,
his tax offset device is modeled after the provision in the Federal
estate-tax law, under which a credit is allowed 1‘:1% to 80 percent of
the Federal tax for amounts paid under State inheritance-tax laws.
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With a uniform tax and this offset device, employers in all States will
be put in an equal competitive position. No State can gain any
advantage through failing to establish an unemployment compensa-
tion system, This provision will equalize competitive conditions and
thus enable States to enact unemployment compensation laws without
handicapping their industries.

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

Except for a few standards which are necessary to render certain
that the State unemployment compensation laws are genuine unem-

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

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

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

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

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

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

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

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

The plan provided in the bill avoids all of these difficulties. Securi-
ties w1ﬁ not have to be dumped on the markets in order that the
reserve funds may be liquidated. Instead of increasing the tendency
toward deflation, the handling of the reserve funds in the manner pro-
vided in the bill will make possible their use to promote stability.
When depression sets in, the funds can be liquidated without actual
sale of the securities on the markets, and, since they will be used to
pay compensation to unemployed workmen, the net effect will be to
maintain purchasing power without any offsetting effects toward
deflation.

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

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

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

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

SECURITY FOR CHILDREN

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

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

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

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

With no income coming in, and with young children for whom
provision must be made for & number of years, families without a
father’s support require public assistance, unless they have been
left with adequate means or are aided by friends and relatives. No
less than 45 States have enacted laws to meet the particular needs of
such families. These are the mothers’ pension laws under which aid
is given to the dependent children on a basis similar to old-age
pensions. Through cash grants adjusted to the needs of the family it
is possible to keep the young children with their mother in their own
home, thus preventing the necessity of placing the children in insti-
tutions. This is recognized by everyone to be the least expensive and
altogether the most desirable method for meeting the needs of these
families that has yet been devised. )

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

{Based on figures available Nov. 15, 193¢}

Estimated present annual expenditures

Number of | Number of for aid, local and State
Btate families children )
receiving | benefiting
ald from aid Total . State
Total oo 109,036 280, 565 | $37,487,470 | $31,621,0857 | $5,865 5622
Alabama !
Arizona.__

Arkansas
California
Colorado..........

Delaware. ... .o .ot 48 000 46, 500 48, 500
District of Columbia. ... ... 200 720 143,997 143,987 |occeamnanon
Florlda . .o i 222, 286 22, 286

(61701 ¢4 1 SRR
14 £ 1 Vo TSP

Kentucky .
{ftilsiana .............................
Malne. . .oimeneiiii e, X ,
Maryland 117,459 117, 459
Mhnssachusetts. ... ... 3,939 11,817 2, 450, 000 1, 400, 000 1, 050, 000
Miehigan. oo ooown L 6, 838 18,039 2, 448, 962 2,448,962 |.ccueeaa....
Minnesota. ...ceem oo iaaias 3, 597 9,152 1,138,176 1,138,176 |cacevenann.-
A7 QLR ) o] o] I RN PUPUISUIPN SUISRIUUIPN BUSPRIIUUIN SRR S
Missour?f ............ .- 336 874 93, 440 03,440 Jooanenanane.
Mountana. .

New Hampshire 82,440 | oo e ..
New Jersey...ooooono.o....
New Mexico 3
New York. . .ocovovoiimiiiiaaa,

[ 11 1o PN

Oklahoma. ... .. oo il._.

Oregon......... 247,140 Jocemeenennnn
Pennsylvania. . 7,700 22, 587 3, 107, 640 1, 598, 820 1, 598, 820
Ithode Island. .. 513 1, 267, 252 133, 626 133, 626

South Carolina !

Vieginfa . o ool 136 545 33, 876 16, 938 16, 938
Washington. .. .oooovneen e 3,013 7,834 519, 538 519,638 | coanun....
West Virginia. ... ... ... 108 281 16, 088 16,088 |-coaeeenn. ..
Wiseconsin. . oo ooiii i 7,173 17,632 2, 180, 790 1, 930, 790 250, 000
Wyoming. oo e, 95 279 22,204 22,204 |.conocan....

! No State law.
! Law not in operation.

Source: U, 8, Children’s Bureau.

There is great need for expansion in actual operation of the mothers’
pension laws and in many States for the liberalization of the pensions.
When the Federal Government turns back to the States the respon-
sibility for the unemployables, the number of families for whom
mothers’ pensions should be provided will be more than doubled.
Many States will be unable, without some assistance from the Federal
Government, to assume this additional cost, with a net result of great
suffering and damage to the children in these fatherless families. It
is for this reason that title IV proposes to inaugurate a policy of Fed-

‘eral grants-in-aid to the States based upon their expenditures for
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mothers’ pensions. These grants-in-aid are made under conditions
very similar to the grants for old-age assistance. Instead of equal
matching, however, the Federal Government under title IV will only
pay one-third of the total cost, subject to the maximum limitations
specified in section 403 (a). It is believed that this aid will prove
sufficient to bring about a substantial extension of the mothers’ pen-
sions. This program does not represent an attempt to dictate to
the States how they shall care for families of this character, but is
recognition of the fact that many States need aid to carry out the
policy which they have alreadg' adopted.

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

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

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

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

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

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

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

VOCATIONAL REHABILITATION

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

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

In recognition of the fact that vocational rehabilitation of the
physically handicapped is essential to a reasonably adequate program
for economic security, a permanent authorization for Federal aid for
this purpose is included in title V of this bill. The same provision
also authorizes an increase of approximately 50 percent over the pres-



THE SOCIAL SECURITY BILL 21

ent appropriation. This appropriation is required to be matched by
the States and expenditures are authorized only for the same purpose
as heretofore.

PUBLIC-HEALTH SERVICES

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

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

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

Perhaps the greatest need for expanded public-health services, how-
ever, exists in rural communities. Only 528 of the more than 3,000
counties in the United States have full-time health officers, and in
many of these counties the service is inadequate in relation to the
population and the existing problems. Quite naturally, it is in the

oorer States that the greatest need exists for the expansion of public-
Eealth service. Despite the increased need, appropriations for public
health have been reduced during the depression period by approxi-
mately 20 percent.

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

The needs of the present situation require the development of a
comprehensive Nation-wide public-health program in cooperation
with the State and local public-health authorities. Particularly
necessary is the extension and strengthening of public-health services
in rural and other areas which are without adequate services of this
kind, To this end, greatly increased Federal appropriations are
imperative. As contemplated in title VI, these increased appropria-
tions should be devoted mainly to building up their State and local
public-health services. In the allotment of this aid, wide discretion
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must necessarily be vested in the Surgeon General of the United
States Public Health Service and the Secretary of the Treasury, since
health needs, particularly in relation to emergencies, are unpredictable.

AID TO THE BLIND

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

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

The great majority of the blind falls in the older age groups. Of
all of the blind listed in the census, 28,113 were above 65 years of
afige and 17,814 between 45 and 64 years of age. Nearly 45 percent
of all of the blind were over 65 years of age, as contrasted with but
5.4 percent of the general population in this age group. Much blind-
ness is due to diseases which normally develop rather late in life.

Blindness is recognized by everyone to be one of the most serious
of plysical handicaps. Partly because of the fact that blindness so
often develops late in life and also because of the relatively small num-
ber of occupations which are suitable to the blind, the great majority of
the people who are afflicted with blindness are dependent upon others
for support. Less than 15 percent of all blind people are reported in
the Census as ‘“‘gainfully occupied’””. Of those ga.m}’ ully occupied only
a relatively small number are entirely self-supporting. Wgu'le it 18
very desirable that the blind should-be encouraged and assisted to
become self-supporting, it must be recognized that many will always
need assistance. Even younger blind people will frequently need
halp, until they have established themselves.

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

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



TaBLE VI.—Data on the operation of blind pensions in the United Stales, 1934

Amount disbursed

1 Where no specific mention is made, data is for the end of 1934; 22 States had blind pension laws on Jan. 1, 1935; 24 on May 15, 1935.
1 Number of pensioners for those 18 States with data available. .
3 Total amount disbursed for those 19 States with data available. Pennsylvania disbursements doubled to take into account the fact that only a half-year report is available.
4+ Averaga pension for those 17 States with data available weighted according to number of pensioners in each State to total number in 17 States.

* No data.

. Blind popu- . Average
Pensioners lation. 1930 pension Comments !
Stats County Total
United States. ... oocoemcaeaa 222, 861 63, 489 $2,471, 604 $2,705,648 | 385,177,252 +318.25
Alabama. o] LS e e
PN 7700 SRR SN n B ' 2 NI SO ORI A
Arkansas - -
Californif. . oo oo oo March 1935 data; annual disbursements com-
puted from March data. .
Colorado - 53 out of 63 counties granting aid.
Connecticut c—-- ——
WALD... e nccncenccccormmmcem e emne S
District of Columbia. . ._.._..__ —
Florida oo -
‘Georgia.
Idaho e 7 I . ) PRSI PN IR R 21 out of 44 counties reparting.
Hlinois. ..o ___._. Data for 29 counties for 1931-32.
Indians (enacted in 1935) ccoom oo ieaeo] 2208 | meee et e
b ()2 S Data for fiscal year 1933-1934.
- 19 counties reporting.
Kentueky . oo e ceeme e eeem 14 counties reporting out of 120.
iana. 51 counties reporting.
Maine.___
Maryland. ..o ccmamcccccacaaen 4 counties reporting out of 24.
Massachusetts. ..o oooooooaanoono
Michigan ememmmm———————————
Minnesota. ———- -
Mississippi -
Missouri. —
Montana. . .
Nebraska_ ___ ... 41 counties reporting out of 93.
Nevada. . oo 4 counties reporting out of 17.
New Hampshire ——- 5 counties reporting out of 10.
New Jersey. - .
New MeXico. oo ooccocccmcecmccmeecl el BT e et e e et e cmca e cmec e aea
New York:
State excluding City. . .coceecaaaea o 183, 670 21. 00 —
New York City. o cvcmoecacccaaaao X 111

T XIIgQ0dFS TVIO0S THIL

L)
(<%



TaBLe VI.—Dala on the operuiion of blind pensions in the Uniled States, 193j—Coutinued

Amount disbursed

o Blind popu- Average s
Pensioners lation, 1430 pension Comments
State County Total

North Caroling. ..o ooom oo e aeeccacaaes 1,318

North Dakota. ... .o e 195

[0 41 5,152 4,154 71 counties reporting out of 87.
OKklahoma. .o 1,167

Oregon . _ e 496

Pennsylvania. ... ... ... 4, 142 4,373 . Data for last 6 months of 1934.
Rhodelsland_. . . | ... _. 347

South Carolina_ ... . . . ... 1,028

South Dakota....._._....___ 253

‘Tennessee 1, 540

T OXBS e e 2, 606

Utah. ... 238 3 counties reporting out of 29.
Vermont . i} e 223

Virginia ..o oL 1,405

792 13 counties reporting out of 39; disbursements for
part of the year ouly.
3 € 3 DN SOOI SN SO
1,530 O * ) )
[ 3 DU SO S SN

# No data.

Source: U. 8. Bureau of Labor Statistics and Committee on Economic Security. Data is preliminary and subject to revision.
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APPROPRIATIONS AUTHORIZED

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

TaBLE VIL-—Approprialions authorized for grants-in-aid to the States (exclusive of
title I11) for the fiscal year ending June 30, 1936

Old-age 888i8t8NCE - - - . . - e $49, 7560, 000
Aid to dependent children._ . ... ... 24, 750, 000
Maternal and child health_ ________________ . _____ . _______._. 3, 800, 000
Crippled ehildren. . o o e 2, 850, 000
Child welfare . . __ _ . e 1, 500, 000
Voeational rehabilitation. ... ... 841, 000
Public health . _ e 8, 000, 000
Aid to the blind . .. o e 3, 000, 000

Total . o e e e —————— 04, 491, 000

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

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

TAXES

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

TaBLE VIIL.—Summary of provisions relating lo taxes under title VIII
COVERAGE (SEC. 811(b))

Employment in any service performed within the United States, Alaska, and
Hawag, or upon vessels documented under the laws of the United States, except:
1. Agricultural labor.
2. Domestic service in a private home.
Casual labor not in the course of employer’s business.
Employees of the United States Government.
Employees of a State or political subdivision.
Employees of institutions operated for religious, charitable, scientific,
literary or educational J)urposes, or for the prevention of cruelty to
children or animals, and which are not operated for profit.

SO

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

Income tax on employees (sec. 801): . Percent
1937, 1938, and 1980 . ... e iccicccmcacccccaaaa 1
1040, 1041, and 1942 . _ e eaeeaaaa 1%
1943, 1944, and 1945____. e —e e 2

1946, 1947, and 1948 - .. ___ I 2%
1049 and thereafter ... .ootooooooo oo lTD 3
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VIII.—Summary of provisions relating to taxes under title VIII—Continued

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

continued

Income tax on employvees collected by employer by deducting the tax [rom

wages.

- EKxcise
19
19
19
19
19

(Sec. 802a.)
tax on employers (sec. 804): Perceut
37, 1038, and 1939 . L e 1
40, 1041, and 1042 L e 1%
43, 1944, and 1040 L i - 2
46, 1047, and 1948 _ L e ————— 24
49 and thereafter. . . . e imemaccece————————— 3

FEDERAL ADMINISTRATION

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

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

TasLE

1X.—Estimate of number of employees covered under the tax provided in
title VIII

[Based upon 1930 census)

Total number of gainful workers. ... . __._. 48, 830, 000
Total number of owners, operators, self-employed (including the
professions) . o e caaaas [ eemma—— 12, 087, 000
Total of workers excluded because of occupation (farin labor, do-
mestics, teachers, and governmental and institutional workers)._ 9, 389, 000
Total number of workers in eligible occupations.__ . ___.____. 27, 354, 000
Excluded:
Casuals . e mccmemccm e am— e~ 500, 000
OVEr B0 e e ctcecimeccoccamrcm e ————— 1, 050, 000
- 1, 550, 000
Fstimated coOverage . . v oo ca e m——a 25, 804, 000
TasLe X.—Revenue estimales (from tazxes on employees and employers imposed
by title VII11, sec. 801 and 804)!
Fiseal year| poyimated fis. Fiscal year | goyimated fs-
Comibined rate of tax | recelved cal year re- || Combined rate of tax "’?l“d cal year ro-
into ceipts ato ceipts
_ Treasury p Treasury
2pereont. . ..eeeeceun. 1037 $278, 800, 000 1044 $1, 185, 800, 000
2 hercent.o11iII 1938 560, 200, 000 1045 1, 196, 900, 000
2POrcent..ooceean.. 1639 565, 600, 000 1946 1,359, 400, 000
Ipercent...ouercncann 1040 714, 600, 000 1947 1, 623, 300, 000
3percent. veeeacacn.. 1041 864, 800, 000 1948 1, 536, 900, 000
dpercent....ccecacaas 1942 873, 000, 000 1949 1, 706, 300, 000
4 PErconte.eneeacanaes 1943 1,028, 800, 000 1050 1, 877, 200, 000
i Each of the 2 taxes is estimated to produce % of the total receipts shown.

Title IX provides an excise tax upon employers of four or more

emplo
wages

yees, with certain classes exempted, starting at 1 percent of
paid in 1936, 2 percent in 1937, and 3 percent in 1938, and

thereafter. A credit of up to 90 percent of this tax is allowable
- for payments into State unemployment compensation funds meeting
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certain conditions. The details of this tax are set forth in the second
part of this report, and the operation of the tax is discussed under
the section above on unemployment compensation. The estimated
number of employees covered and the revenue receipts are given in
the tables below.

TasLe XI.—Eslimale of number of exployees covered under the lax provided in

title IX
(Based upon 1930 Census)

Total number of gainful workers. . ... ..o o ooo__._ 48, 830, 000

Total number of owners, operators, self-employed (including the
professions) . - . - _____. e mmmm e mmaammmammmm e mam—— 12, 087, 000

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

Estimated number of workers attached to establishments with 3 or
less employees .. .. e 2, 600, 000

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

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

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

Fiscal
. year | gpstimated | Rate of
Calendar year with respect to which tax is levied received 8
y Into recelpts tax
Treasury

Percent
$247, 000, 000 1
596, 000, 2
826, 000, 000 3
831, 000, 3
838, 000, 000 3
849, 000, 000 3

876, 000, 000 3.

, 000, 000 3

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

CONCLUSION

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

Complete security is unattainable and it well may be doubted
whether absolute security is desirable. That we must have a greater

B. Repts., 74~1, vol, 2——21
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degree of sccurity than has prevailed heretofore, however, if our social
order is to endure, is tragically evident.

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

There is nothing revolutionary in any of the innovations in this bill.
Every measure proposed has been tested by world experience and
found practical. And every measure proposed is in accord with the
tried American institutions and traditions. Again to quote the
President, we seek security ‘‘ through tested liberal traditions, through
processes which contain all the deep essentials of that republican
form o’t; government first given to a troubled world by the United
States.

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

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

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

month.
APPROPRIATION

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

BTATE OLD-AGE ASSISTANCE PLANS

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

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

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

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

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

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

(b): Liberality of certain eligibility requirements:

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

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

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

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

Section 3: The Federal Government will match what the States
put up for old-age assistance, by paying quarterly to each State
one-half of the total amount paid as assistance to people in the State
who are at least 65 years old and who are not inmates of public
institutions. (If the State wishes to pay pensions with respect to aged
people over 65 in private institutions, t{:e Federal Government will
match those payments; but it will not match payments to persons less
than 65, or to persons in public institutions.) Federal payments
with respect to any person, however, will not be more than $15 per
month, If the State gives a pension of $20 the Federal Government
will pay half of it; of $30, the Federal Government will pay half of it;
of $40, the Federal Government will match only the first $15 put u
by the State, so that the IFederal share will be $15 and the State ‘Wlﬁ
put up the other $25. Federal payments shall be made on a pre-
payment basis, on the strength of estimates by the State and the
Board, with later adjustments if the actual expenditures differ from
the estimates. The Federal Government will also help the States to
meet administrative costs, paying therefor an additional amount
eciual to 5 percent of the regular quarterly payment to the State.
All these payments, and all other payments under this bill, are to be
made witgout a prior audit by the General Accounting Office; but
there will be a postaudit. It is understood by the committee that, in
the case of grants to States, the General Accounting Office, in making
this audit, will seek to ascertain only (in the absence of fraud) whether
the certifications were based on the findings which the Board is
required to make prior to certifying, and whether payments were
made in accordance with the certifications. It is not the practice to
question the findings. :

OPERATION OF 4TATE PLANS

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

ADMINISTRATION

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

DEFINITION

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

TITLE II. FEDEBAL OLD-AGE BENEFITS

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

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

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

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

OLD-AGE BENEFIT PAYMENTS

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

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

person.
PAYMENTS UPON DEATH

Section 203: If any individual dies before receiving any payment of
a benefit, there shall be paid to his estate 3% percent of the total wages
earned by him after December 31, 1936, and before he attains the age
of 65.

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

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

Section 204: 1f any individual, upon attaining the age of 65, is not
qualified to receive benefits, an amount equal to 3} percent of the
wages earned by him after December 31, 1936, and before he attains
the age of 65, shall be paid to him (or, if he has died before receiving
such payments, to his estate).

AMOUNTS OF $500 OR LESS PAYABLE TO EBTATES

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

OVERPAYMENT8 DURING LIFE

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

METHOD OF MAKING PAYMENTSH

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

AS8SIGNMENT

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

PENALTIEB

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

DEFINITIONS

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

Sect%on 210 (b): This subsection defines the term ‘‘employment’
as any service of whatever nature performed within the United States,
or on an American vessel, by an employee for his employer. It
should be noted in this connection that section 1001 (a) (6) mncludes
in the definition of ‘‘employee’ an officer of a corporation. Services

erformed by aliens, whether resident or nonresident, within tho
%nited States or on an American vessel, are included; but services
performed outside the United States (unless on an American vessel)
whether by a citizen or an alien, are not included. The term “United
States’’ is defined in section 1001 (a) (2) to include the States, Alaska,
Hawaii, and the District of Columbia. The following services are
excluded even though performed within the United States: (1)
Agricultural labor; (2) domestic service in a private home; (3) casual
la%or not in the course of the employer’s trade or business. This
would not exclude casual labor performed in the course of an employ-
er’s trade or business. For instance, if a department store employed
emergency help during the rush season in connection with its trade or
. business, the services performed by such help would not be excluded
under this title.

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

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

The committee amended the House bill so that service on an Amer-
ican vesse!l is now considered as employment under this title.
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Section 210 (¢): The term ‘‘qualified individual" is defined to
mean an individual who is at least 65 years of age, and who has
received in wages for employment after December 31, 1936, and
before he attained the age of 65, not less than $2,000, some part of
which employment was performed in each of at least 5 different cal-
endar years.

TITLE I11I. GRANTS TO BTATES FOR UNEMPLOYMENT COMFENSATION
ADMINISTRATION

This title provides for Federal grants-in-aid to States for meeting
the administrative costs of their unemployment compensation sys-
tems. ‘The money is not to be used for compensation 1tself, but only
for expenses of administration. There is no requirement of match-
ing by the States.

APPROPRIATION

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

PAYMENTS TO S8TATES

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

PROVISIONS OF BSTATE LAWS

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

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

TITLE IV. GRANTS TO STATES FOR AID TO DEPENDENT CHILDREN

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

APPROPRIATION

Section 401: $24,750,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purposes of this title. The money is to be paid to
States whose plans for aid to dependent children have been approved
by the Chief of the Children’s Bureau, as complying with the require-
ments of section 402; and the comiittee has revised the House bill’s
declaration of policy so as to indicate that the underlying purpose of
this title is to help dependent children in need. The committee has
further amended this section and in fact the whole title so that the
Children’s Bureau and Secretary of Labor perform the functions which,
in the House bill, were duties of the Social Security Board.

STATE PLANS FOR AID TO DEPENDENT CHILDREN

Section 402: To be approved, n State plan must meet certain re-
uirer-: 2nts laid down in subsection (a), and must have a sufficiently
liberal residence requirement, in accordance with subsection (b).

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

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

(4): An individual whose claim for aid is denied (for instance by a
county board) must be given the right to a fair hearing before the
State agency. This does not affect the right of further appeal to the
courts,

(56) and (6): The methods of administration of the State plan,
insofar as they are found by the Chief of the Children’s Bureau to be
essential to the plan’s efficient operation, must be approved by the
Chief of the Children’s Bureau, and reports must be made to the
Secretary of Labor; but the State will not be impeded in the exercise
of its fulfdiscretion in the matters of the selection, the tenure of office,
and the compensation of State and local personnel.

(b) Liberality of residence requirement: No residence requirement
shall be imposed which resuits in the denial of aid with respect to an
otherwise eligible child, if the child was born in the State within the
year, or has resided in the State for at least a year immediately pre-
ceding the application for aid; and the House bill has been changed
so that, in the case of a child born within the State during the year, a
State could deny aid unless the child’s mother had lived in the State
for a year prior to the child’s birth. The State may be more lenient
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than this, if it wishes. It may, furthermore, impose such other eligi-
bility requirements—as to means, moral character, etc.—as it sees fit.
No State is required to give aid to nonresidents.

PAYMENT TO BTATES

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

OPERATION OF STATE PLANS

Section 404: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan. The House bill has been amended by assur-
ing that the Secretary’s finding shall be made only after the State
has had “‘reasonable’ notice and opportunity for hearing.

ADMINISTRATION

Section 405: $250,000 is authorized to be appropriated for the
fiscal year 1936 for the administrative expenses of the Children’s
Bureau under this title. There is no limit on appropriations for future

years.
DEFINITIONS

Section 406: ‘“‘Dependent child” is confined to children less than 16
years old, living with a near relative in a residence (house, room, or
other place of abode) maintained by such relative as his own home;
and, by committee amendment, is further confined to only those of
such children who have been deprived of either parental support or
parental care because a parent of the children has died, or i1s con-
tinuously away from home, or is unable, due to physicai or mental
incapacity, to provide such support or care. Thus if a baby’s
father were an imbecile, unable even to care for the baby at home, the
haby would be a ‘‘dependent child”’ even though it had a mother who
had a job, for the baby would be without normal parental care.
‘““Aid to dependent children’’ is confined to payments in cash.

TITLE V. GRANTS TO STATES FOR MATERNAL AND CHILD WELFARE

Part 1. Maternal and Child-Health Services

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

APPROPRIATION

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

ALLOTMENTS TO S8TATES

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

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

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

APPROVAL OF BTATE PLANS

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

(1) and (2): The State plan must provide for direct financial partici-
pation by the State; and the State health agency, whatever State
department is charged with the responsibility for health conditions
and public-health work, must be charged with final administrative
responsibility.

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

ersonnel. The committee has amended this paragraph so that final
judgment as to what methods are necessary in the State rests with
the courts rather than the Chief of the Children’s Bureau.

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

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

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

PAYMENT TO STATES

Section 504 (a) and (b): From the allotments made under section
502 (a) payments will be made to the States on an equal-matching
(50-50) basis, on the strength of estimates made by the State and the
Secretary of Labor. _
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(c): From the allotments made from the $980,000 available under
section 502 (b) payments shall be made in accordance with certifica-
tions by the Secretary of Liabor in amounts and at times specified by
the Sccretary of Labor. These payments need not be matched. In
meeting the matching requirements under subsections (a) and (b)
of this section money paid to a State under subsection (¢) out of the
$980,000 will be considered part of the State’s money.

OPERATION OF BTATE PLANS

Section 505: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan. The House bill has been amended by
assuring that the Secretary’s finding shall be made only after the
State has had ““reasonable’” notice and opportunity for hearing.

Part 2. Services for Crippled Children

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

APPROPRIATION

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

ALLOTMENTS TO BTATES

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

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

APPROVAL OF STATE PLANS

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

(1), (2), (3), and (4): A State plan must include provisions relating
to financial participation, administration, éfficient methods of adminis-
tration, and reports to the Secretary of Labor, these requirements
being similar to those under section 503, except that here the bill does
not mention any particular State agency. The committee’s amend-
ments are similar to those made to section 503.

(5): A State plan must provide for carrying out the purposes of
part 2, mentioned above,

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

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

PAYMENT TO STATES

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

OPERATION OF BSTATE PLAN

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

Part 3. Child-Welfare Services

Section 521. This section, which constitutes part 3 of this title, has
been completely revised by the committee, chiefly for the sake of
clarity and completeness, although the policy in the House bill has
been somewhat i)ibemlized. The sum of $1,500,000 is to be appro-
priated for each fiscal year to enable the United States, through the
Children’s Bureau, to cooperate with State public-welfare agencies in
the work of establishing and extending public-welfare services for the
care of children who are either homeless or neglected. The services
with which the Children’s Bureau is thus authorized to cooperate are
those which are especially carried on in predominantly rural areas, or
in areas in special need. From the money made available under this
'section, $10,000 is to be allotted to each State which, in cooperation
with the Children’s Bureau, has developed plans for such services,
and the rest is to be divided among the States in the proportion which
the rural population bears to the total rural population of the United
States. An allotment to a State shall be available for payment to the
State for 2 fiscal years after the fiscal year for which the allotment is
made.

Part 4. Vocational Rehabilitation

Section 531: This section, which constitutes part 4 of this title, has
the effect of increasing the present authorization for grants to States
for vocational rehabilitation of the physically disabled, under the act
of June 2, 1920, as amended (U. S. C,, title 29, ch. 4; U. S. C., Supp.
V11, title 29, secs. 31, 32, 34, 35, 37, 39, and 40).

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

(b): The Office of Education (designated specifically, under the
committee’s amendment) likewise is given an increased authoriza-
tion for 1936 and 1937. For 1936 snd 1937 the present authoriza-
tion of $80,000 is increased by $22,000 and for each fiscal year there-
after the total amount, namely, $102,000 is authorized.
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Part 5. Administration

Section 541: $425,000 is authorized for the year 1936, for the ex-
penses of the Children’s Bureau in administering parts 1, 2, and 3 of
this title; and the Children’s Bureau is authorized to make studies and
investigations relative to the efficient administration of those parts.
There 1s no limit on appropriations for future years. The Secretary
of Labor is directed to include a full account of the administration of
varts 1, 2, and 3 in his annual report to Congress. The committee
s inserted language to make it perfectly clear that the Children’s
Bureau has no connection with part 4 of this title.

TITLE VI, PUBLIC HEALTH WORK

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

APPROPRIATION

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

STATE AND LOCAL PUBLIC HEALTH SERVICES

Section 602: The Surgeon General of the Public Health Service,
with the approval of the Secretary of the Treasury, shall, at the
beginning of each fiscal year, allot to the States the amount appro-
priated for such year pursuant to section 601, together with any
balances of any allotments for the preceding fiscal year remaining
unpaid at the end of such year. The amounts of such allotments
shall be determined on the basis of (1) the population; (2) the special
health problems; and (3) the financial need; of the respective States.

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

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

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

JNVESTIGATIONS AND ADMINISTRATION

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

Section 701: This section, which has been considerably revised by
the committee, establishes the Social Security Board in the Depart-
ment of Labor. Not more than two members of the Board shall
belong to the same political party, and all the members of the Board
shall devote all their time to the work of the Board. The Board is
to be composed of three members who are to be appointed by the
President, by and with the advice and consent of the Senate. Each
member’s salary is to be $10,000 a year and the terms of office shall
be 6 years, except that for the first 3 members appointed, 1 will hold
office for 2 years, 1 for 4 years, and 1 for 6 years. The President is to
designate one of the members as chairman of the Board.

DUTIES OF BOCIAL SBECURITY BOARD

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

EXPENSES OF THE BOARD

Section 703: The Board is authorized to appoint employees and
fix their compensation, subject to the civil-service laws and Classifica-
tion Act, and to make necessary expenditures. By committee amend-
ment, however, attorneys and experts may be appointed without
regard to the civil service laws, -

REPORTS

Section 704: The committee’s revision. makes it the duty of the
Board to report annually to Congress through the Secretary of Labor
rather than directly.

TITLE VIII. TAXES WITH RESPECT TO EMPLOYMENT

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

INCOME TAX ON EMPLOYEES

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

Percent
For the calendar years 1937, 1938, and 1939_ . e 1
For the calendar years 1940, 1941, and 1942________ .. _.___. 1%
For the calendar years 1943, 1944, and 1946 ___________ . ___.._.._. 2
For the calendar years 1946, 1947, and 1948___ . ______ .. _.... 214

For the calendar year 1949 and subsequent calendar yvears._. . cca-. 3
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DEDUCTION OF TAX FROM WAGES

Section 802 (a): This subsection requires the employees’ tax to be
collected at the source by requiring the employer to deduct the tax
from the employee’s wages at the time they are paid. To insure
collection of the tax, the employer is made personally liable for it.
His liability attaches to the correct amount of tax which he is required
to deduct from the employee’s wages, regardless of the amount actually
deducted. To protect the employer, he is indemnified against any
claims and demands with respect to that part of the wages of the
employee which he withheld, up to the correct amount withheld and
paid to the United States. <

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

DEDUCTIBILITY FROM INCOME TAX

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

EXCISE TAX ON EMPLOYERS

Section 804: This section imposes an excise tax upon every em-
ployer for the privilege of having individuals in his employ. The tax
1s measured by the wages paid to employees after December 31, 1936,
with respect to employment after that date. As in the case of the
tax on employees, the rate of tax on employers is as follows:

Percent
For the calendar years 1937, 1938, and 1939_ . _ .. .. ... 1
Ior the calendar years 1940, 1941, and 1942 _ _ . ... oo .. 1%

For the calendar yecars 1943, 1944, and 1945_ _ . . . _ ...
For the calendar years 1946, 1947, and 1948 _ _ __ .. o ...-.
For the calendar year 1949 and subsequent calendar years

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

in section 811.

ADJUSTMENTS IN CASE OF MISTAKE BY EMPLOYER

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

REFUNDS AND DEFICIENCIES

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

payments.

COLLECTION AND PAYMENT OF TAXES

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

Section 807 (b): This subsection gives the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, authority
to collect the taxes linposed with respect both to employers and em-
ployees by stamps, coupons, tickets, books, or other devices, or by
requiring the making and filing of returns. The administrative
provisions relating to tho tax on pistols and revolvers imposed by
section 600 of the Revenue Act of 1926, as well as the provisions
relating to the stamp taxes imposed by section 800 of that act, are
also applicable to the taxes provided under this title with respect to
both employers and employees. The administrative provisions are,
_therefore, not confined to those contained in sections 600 and 800 of
the Revenue Act of 1926, but embrace all administrative provisions
not otherwise inconsistent, applicable to the taxes imposed by such
sections. For instance, the periods ¢f limitation upon assessment
and collection set forth under section 1109 of the Revenue Act of
1926, as amended, also apply to the taxes levied under this title.
Likewise the periods of limitation upon refunds and credits pre-
scribed in section 3228 of the Revised Statutes will apply to the taxes
under this title. If the tax or any part thereof is not paid when due,
the unpaid portion will bear interest at the rate of one-half of 1 percent

er month from the time the tax became due until paid. The Board of

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

For administrative reasons, a fractional part of a cent is disregarded
unless it amounts to one-half cent or more, in which event it is treated

8. Repts., 74-1, vol. 2~——22
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as 1 cent. This corresponds to a similar provision appearing in the

revenue acts.
RULES AND REGQULATIONS

Section 808: This section gives the Commissioner of Internal Reve-
nue, with the approval of the Secretary of the Treasury, authority to
make and publish rules and regulations for the enforcement of this
title.

SALE OF STAMPS BY POSTMASTERS

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

DEFINITIONS

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

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

DEFINITIONS

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

Section 811 (b):- This subsection geﬁnes the term ‘‘employment”
as any service of whatever nature performed within the United States
or on an American vessel by an employee for his employer. It should
be noted in this connection that section 1001 (a) (6) includes in the
definition of ‘“employee’’ an officer of a corporation. For instance
resident and nonresident aliens performing services within the United
States are subject to the tax under this title. On the other hand,
service performed outside the United States (unless on an American
vessel), whether by a citizen of the United States or by a nonresident
alien, is not subject to the tax. The term ‘“United States’ is defined
in section 1001 (a) (2) to include the States, Alaska, Hawaii, and the
District of Columbia. Due to the difficulties in collecting the tax in
the case of certain kinds of employment, the following services are
exempt from taxation even though performed within the United
States: (1) Agricultural labor; (2) domestic service in a private home;
(3) casual labor not in the course of the employer’s trade or business.
This would not exempt casual labor performed in the course of an
employer’s trade or business. For instance, if a department store
employed emergency help during the rush season in connection with
its trade or business, the services performed by such help would not be

exempt from taxation under this title. :

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

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

The committee amended the House bill, so that service on an Amer-
ican vessel is now considered as employment under this title; and fur-
ther amended the House bill so that individuals over 65 years of age
are not exempt from taxation under this title.
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TITLE IX. TAX ON EMPLOYERS OF FOUR OR MORE

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

IMPOSITION OF TAX

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

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

CREDIT AGAINST TAX

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

The total credit which a taxpayer may claim against his tax for
any year shall not be more than 90 percent of the tax. Thus if the
tax is $100 the total credit which may be claimed cannot be more
than $90, even though the total amount of contributions may be
greater than that. Credit shall be allowed only for contributions
made-under the laws of States certified for the taxable year under

section 903.
CERTIFICATION OF STATE LAWS

Section 903 (a): A State law to be approved must provide that—

(1): Unemployment compensation is to be paid through public
employment offices in the State, to the extent that such oflices exist
and are designated by the State for the purpose. Under the House
bill, unemployment compensation was required to be paid through
public employment offices in the State.

(2): No compensation shall be payable with respect to any day of
unemployment occurring before the expiration of 2 years after the
first day of the first period with respect to which contributions are
required. For example, if March 15, 1936, is the beginning of the
first period with respect to which contributions are required under the
State law, then no compensation may be paid for any day of unemploy-
ment occurring before March 15, 1938.

(3): All the money paid into the State unemployment fund (whether
paid as contributions for employers or paid in by employees or con-
tributed by the State itself) shall promptly be paid over to the Secre-



THE SOOIAL SECURITY BILL 47

tary of the Treasury to the credit of the unemployment trust fund
established by section 904.

(4): All the money withdrawn from the unemployment trust fund
by the State agency shall be used solely in the payment of compensa-
tion; none of 1t may be used to meet administrative costs.

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

(6): The State law must contain a provision indicating that any

-rights, privileges, or immunities conferred under it may be taken away
by the subsequent amendment or repeal of the law.

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

UNEMPLOYMENT TRUST FUND

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

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

Subsections (d) and (e) provide that the fund shall be invested as
a single fund, but that the Secretary of the Treasury shall maintain
a separate book account for each State agency and shall credit quar-
terly to each such account a proportionate part of the earnings of the
fund for such quarter.

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

ADMINISTRATION, REFUNDS, AND PENALTIES

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

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

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

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

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

INTERSTATE COMMERCE

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

in intrastate commerce.
DEFINITIONS

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

(a) Employer: The term “employer’’ includes only those persons
who, in each of at least 13 weeks in the year, have a total number of
4 or more employees. (In the House bill it was 20 weeks and 10 or
more employees.) This means that if on 1 day a week for 13 weeks
(which need not be consecutive) there are 4 employees, the employer is
covered. The employees (who need not necessarily be the same
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people) need not all be employed at the same moment; it is enough
if during the day the total number is at least 4. The employees are
not counted unless thay are employed in ‘“employment” as defined
in this section.

(b) Wages: The term ‘“wages” is defined to mean all remuneration
for employment, including the cash value of all remuneration paid in
any other medium than cash. That is, in addition to money pay-
ments, it includes payments in kind, rent, food, lodging, etc.

(c) The term ‘“employment” is defined to mean any service per-
formed within the United States by an employee for his employer with
the following exceptions:

(1) Agricultural labor.

(2) Domestic service in a private home.

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

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

(5) Service performed in the employ of the United States Govern-
ment or of an 1nstrumentality of the United States.

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

(7) Service performed in the employ of corporations or organiza-
tions organizef exclusively for religious, charitable, scientific, literary,
or educational purposes, no part of the net earnings of which accrue
to any private individual or shareholder.

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

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

(e) The term ‘‘unemployment fund” is defined to mean a special
fund, established by State law and administered by a State agency,
for the payment of unemployment compensation. A committee
amendment strikes out the requirement of the House bill that the
assets of the fund be mingled and: undivided, and that no separate
account be maintained with respect to any person.

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

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

RULEB AND REGULATIONS

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

ALLOWANCE OF ADDITIONAL CREDIT

Section 909: The Committee has added this section, and its com-
panion section 910, to the House bill. Subsection (a) provides that
a taxpayer under section 901 may, for 1938 or any taxable year there-
after, obtain an additional credit against his tax, under certain con-
ditions. Let us assume, for the purpose of giving a relatively simple
example, that he carries on business in only one State. He will credit
against the tax the amount of his contributions under the law of that
State; and, under this new section, he will also credit the amount by
which his contributions are less than they would have been if he had
been contributing at the maximurm rate in the State. The additional
credit, however, is limited by not allowing it to exceed the diflerence
hetween the actual amount paid and the amount he would have
paid at a 2.7 percent rate; and subsection (b) also provides for limit-
ing the additional credit to the proper difference allowed by the
State law, diminishing it if the employer has failed to make any of the
contributions required of him,

In figuring what contributions the employer would have paid at
the maximum rate, the highest rate applicable to any employer each
time when contributions are payable is the rate considered.

Subsection (¢) provides that even if an employer is getting credit
under section 902 and additional credit under this section, he shall
never credit against tax more than 90 percent of the tax.

CONDITIONS OF ADDITYIONAL CREDIT ALLOWANCE

Section 910: This section places restrictions on the allowance of
the additional credit under section 909.

(1) The taxpayer whose case was considered in the discussion of
section 909 may have been contributing to a pooled fund in the State.
If he is contributing at a lower rate than that imposed on other em-
ployers in the State, he will get the additional credit; but only if he
has had at least 3 years of compensation experience under the State
law, and only if his lower rate is fixed as a result of his comparatively
favorable experience. A State rate might, therefore, vary at the
outset among different employers or industries, but the additional
credit would not be given until the compensation experience of the
favored employer had justified the variation.

(2) The taxpayer may have guaranteed the employment of his
employees, and be contributing to a guaranteed employment account
maintained by the State agency. In this case, if he claimed the
additional credit under section 909, he would get it only if his guaranty
had been fulfilled, and only if his guaranteed employment account
nmounted to at least 7}4 percent of his guaranteed pay roll.

(3) The taxpayer may be contributing to a separate reserve
account, from which benefits are payable only to his employees. If
fie claims the additional credit under section 909, it would be allowed
only if, in the preceding year, those of his employees who became
unemployed and were eligible for compensation received compensa-
tion from the reserve account. Furthermore, the additional credit
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would be allowed only if the reserve account amounted to 7% percent
of his pay roll, and was at least five times larger than the amount
paid out from it, in compensation, in that year (among the 3 preceding
yvears) when the greatest amount was thus paid out from it.

Subsection (c¢) defines terms used in this section; the committee
having added sections 909 and 910 as & new and distinct addition
superimposed upon the title, these definitions were placed here
rather than in section 907.

(1) “Reserve account’’ is defined as a separate account in a State
unemployment fund, from which compensation is payable only to the
former employees of the employers contributing to the account. The
account may be maintained with respect to one employer or a group
of employers.

(2) “Pooled fund” is an unemployment fund (or part of such a
fund, if some employers are maintaining separate accounts in the
fund) in which all contributions are mingled and undivided. Compen-
sation is payable from it regardless of whether the claimant was for-
merly in the employ of an employer contributing to the pooled fund;
but where some employers in the State have reserve accounts, their
former employees get compensation from the pooled fund only if the
reserve accounts are exhausted.

(3) “Guaranteed employment account’’ is, like a reserve account,
a separate account in an unemployment fund, but it can be main-
tained only with respect to certain employers. Compensation is pay-
able from 1t to those of such employer’s employees who, having been
guaranteed employment, nevertheless become unemployed due to a
failure to fulﬁl{) the guaranty, or become unemployed at the end of
the year for which the guaranty was made, due to the nonrenewal of
the guaranty. To be a ‘“‘guaranteed employment account’, such
separate account would have to be maintained with respect to an
employer who had guaranteed the wages of all of his employees (or,
if he maintains more than one distinct business establishment, of all
the employees in at least one such establishment), for at least 40
weeks in a 12-month period. The wages guaranteed should be for at
least 30 hours a week; but if 41 weeks, for instance, were guaranteed
instead of 40, the weekly hours guaranteed could be cut from 30 te
29; and if 42 weeks were guaranteed, only 28 hours wages per week
would need to be guaranteed. While ordinarily all the employees
would have to be covered, the employer would not have to extend
the guaranty to anfy new employee until the latter had served a pro-
bationary period of not more than 12 consecutive weeks.

(4) “Year of compensation experience’’, used only in relation to
an employer, is defined as any calendar year during which, at all
times in the year, a former employee-of such employer, if there was
one who was eligible for compensation, could receive compensation
under the State law. :

TITLE X. GRANTS TO S8TATES FOR AID TO THE BLIND

This title (which is inserted by committee amendment) provides for
Federal grants-in-aid to States, for the payment of assistance to
persons who are permanently blind. The grants are to be made on
an equal matching (50-50) basis, except that in the case of no indi-
vidual will the Federal Government’s share exceed $15 per month.
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APPROPRIATION

Section 1001: $3,000,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purpose of this title. The money is to be paid to States
whose plan for aid to the blind has been approved by the Social
Security Board, as complying with the requirements of section 1002.

STATE PLANS FOR AID TO THE BLIND

Section 1002: To be approved, a State plan must meet certain re-
quirements laid down in subsection (a), and must be sufficiently
liberal in its eligibility requirements, in accordance with subsection (b).

(a) The requirements which must be met by the State law are
similar to the first six requirements which a State old-age assistance
plan, under section 2, must meet, likewise similar to the conditions
which a State plan for aid to dependent children must meet under
section 402 (a). An additional requirement is that the plan must
provide that no aid under the plan will be furnished to any individual
with respect to any period for which he is receiving old-age assistance
unde-r the State me approved under section 2.

(n) The liberality of the eligibility requirements, which a State
plan must contain, are worded 1n a similar fashion to paragraphs (2)
and (3) of section 2 (b). These relate to residence and citizenship.
In the State plan for aid to the blind no limitation is placed upon say
age requirement which the State may impose.

PAYMENTS8 TO STATES

Section 1003: Payments to the States are to be made quarterly, in
a method similar to that described in connection with section 3. The
State payments will be matched (up to $15) regardless of the age of

the blind recipient.
OPERATION OF BSTATE PLANS

Section 1004: A State with an approved plan will not receive pay-
ments if the Board finds that the State is not substantially complying
with its plan. ]

ADMINISTRATION

Section 1005: $30,000 is authorized to be appropriated for the fiscal
year for the administrative expenses of the Board. There is no
limitation on the appropriation for future years.

DEFINITION

Section 1006: Aid to the blind is coufined to payments in cash, to
persons permanently blind.

TITLE XI, UNITED STATES ANNUITY BONDS

This title (which is inserted by committee amendment) provides
that the United States may borrow money to meet public expendi-
tures and retire the public debt by the issuance under the Second
Liberty Bond Act, as amended, of annuity bonds payable in install-
ments, but the amount payable to any individual shall not exceed
$100 a month,
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*AUTHORITY FOR ISSUANCE

Section 1101: The Secretary of the Treasury is authorized, with the
approval of the President, to borrow funds to meet public expendi-
tures and to retire the public debt and to issue therefor under the
authority of the Second Liberty Bond Act, as amended, bonds to be
knowun as ‘“United States Annuity Bonds”. The Secretary of the
Tressury is authorized to prescribe the forms, amounts, terms, and
conditions of such bonds,

TERMS OF ANNUITY BONDS

Section 1102 (a): Annuity bonds shall be payable in installments.

(b): The Secretary of the Treasury may offer annuity bonds to be
payable during (1) a fixed term of years, or (2) the life of the annuitant
or the lives of two annuitants, or (3) a term of years fixed or the life
of the annuitant, whichever period may be the longer, or (4) a term
of years fixed or the lives of two annuitants, whichever period may
be the longer.

(¢): The installments shall be such as to afford an investment yield
not in excess of 3 percent per annum compounded semiannually.

(d): Annuity bonds shall be redeemable (1) in case of the death of
the annuitant, or (2) in such other cases as the Secretary of the
Treasury may prescribe. ‘

TERMS AND CONDITIONS OF ISSUR

Section 1103 (a): Annuity bonds may be purchased by payment in
full (1) in cash, or (2) by surrender of United States savings bonds at
redemption value thereof, or (3) in installments,

(b): Annuity bonds may be issued only to citizens of the United
States and in amounts to provide an annuity of not less than $60 or
more than $1,200 in any 1 year, and no individual shall be entitled to
receive under United States annuity bonds, annuities aggregating
more than $1,200 in any 1 year.

CONTRACTS FOR ANNUITY BONDS

Section 1104: The Secretary of the Treasury is authorized to make
contracts for the issuance of annuity bonds under which the annuity
bonds may be bought by the payment of small amounts from time to
time. A

TAXES AND TAX EXEMPTIONS

Section 1105: Annuity bonds shall be exempt from taxation, but
annuity and redemption payments shall be subject to taxation by the
United States, the States, and local taxing authorities to the extent
that such payments upon other annuity bonds or agreements are taxed.

GENERAL CONDITIONS

Section 1106: Annuity bonds, contracts therefor, and rights existing
thereunder shall not be transferable or assignable in law or in equity,
except that if the Secretary of the Treasury is furnished with a copy
of an order, judgment, or decree of a court establishing that the pay-
ments for the annuity bond were made with the actual intent to
defraud creditors of the person making the payment, the Secretary
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of the Treasury shall pay into the court an amount equal to the pay-
ments so made. In such cases the Secretary is authorized to cancel
the annuity bond or contract therefor upon payment of any balance
to the annuitant or contracting party, or to reduce the amount of
the installments under the annuity bond.

RECEIPTS AND PAYMENTS

Section 1107: All payments received for or on account of annuity
bonds shall be covered into the Treasury as public-debt receipts and
the Secretary is authorized and directed to make, from any money in
the Treasury not otherwise appropriated, as public-debt redemptions,
the payments provided for in the annuity bonds.

PENALTIES

Section 1108: Whoever, in any application for an annuity bond or
contract therefor, makes any false statement as to any material
fact, knowing such statement to be false, shall forfeit to the United
States twice the difference between (1) the net value of the annuity
bond or the credits under such contract, at the time of such forfeiture,
and (2) the amount which would have been the net value of such
annuity bond or credits at that time had such false statement not
heen made. The Secretary of the Treasury is authorized to enforce
such forfeiture in any court of competent jurisdiction, and upon such
forfeiture the Secretary of the Treasury shall cancel such annuity
bond or contract therefor and make payment of the balance to the
annuitant or contracting party after satisfying the forfeiture and any
costs of the proceedings.

FISCAL AGENCY SBERVICES

Section 1109: At the request of the Secretary of the Treasury, the
Postmaster General shall require the employees of the Post Office
Department and of the Postal Service to perform such fiscal services
as may be desirable in connection with tﬁe sale and delivery of an-
nuity bonds, contracts therefor, and stamps and other evidence or
means of payment therefor.

DEPOSITS WITH POSTAL BAVINGS BYSTEM

Section 1110: At the request of the Secretary of the Treasury, the
board of trustees of the Postal Savings System is authorized to per-
mit (a) the withdrawal of Postal Savings deposits on less than 60
days’ notice for the purpose of acquiring United States annuity bonds;
and (b) deposits with it to the credit of the United States as payment
for United States annuity bonds or under contracts therefor.

REPORTS

Section 1111: The Secretary of the Treasury shall include in his
annual report to Congress a full account of the administration of this
title.
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TITLE XII, GENERAL PROVISIONS
DEFINITIONS

Sectlon 1201 contains definitions of “State’, “Uniied States’,

‘person”’, “ oration”, ‘‘shareholder”, and “emplo ee.”

Sectxon 12011? d) provides that nothing in this act shall be construed
as avthorizing any Federal official in carrying out the provisions of
this act to take char, f:e in violation of the law of a State, of any child

over the objection of the parents.
RULES AND REGULATIONS

Section 1202 provides for the making of regulations bgothe Secretary
of the Treasury, the Secretary of Labor, and the Social Security
Board, respectively, for carrying out thesfunctions with which each 1

charged
SEPARABILITY

Section 1203 is the usual separability clause.
RESERVATION OF POWER

Section 1204 reserves to Congress the right to alter, amend, or repeal

any portion of the act.
SHORT TITLR

Section 1205 provides that the act may be cited as the ‘‘Social
Security Act.”
O



