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SOCIAL SECURITY

Mr. HARRISON. From the Committee on Finance I re-
port back favorably with amendments the bill (H. R. 7260)
to provide for the general welfare by establishing a system of
Federal old-z e benefits, and by enabling the several States
to make more adequate provision for aged persons, dependent
and crippled children, maternal and child welfare, public
health, and the administration of their unemployment com-
pensation laws; to establish a Social Security Board; to ralse
revenue; and for other purposes, and I submit a report (No.
628) thereon.

The VICE PRESIDENT. The bill will be placed on the
calendar, ’
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OLD-AGE SECURITY—ADDRESS BY SENATOR HARRISON

Mr. MINTON. Mr, President, I ask unanimous consent
to l_lave printed in the RecorD an address delivered over the
radio on the 26th instant by the Senator from Mississippi
IMr. HarrisoN] on the subject of * Old Age Security.”

There being no objection, the address was ordered to be
printed in the RECORD, as follows:

Among the major hazards of life which the President referred
to in his historic message to Congress last June is the possibility
of facing a penniless old age. It may happen to any person, no
matter how careful he may be of his investments, and it is almost
a certalnty for many of our fellow citizens with meager incomes,

In response to the President's message, the members of his
Commnittee on Economic Security. together with representatives of
various groups of citizens and experts in pension systems, studied
this problem for months, and then the Congressional committees
entrusted with this legislation held weeks of hearings and thor-
oughly discussed the matter in extended executive sessions. Many
plans have been submitted and subjected to the most painstaking
examinatlon.

The result of this careful labor is found in the old-age provi-
sions of the pending social-security bill, which has passed the
House of Representatives and is now before the Senate. It is the
best solution which these groups of earnest workers can find to
the problem of both alleviating, and to a large degree eliminating,
the tragic spectacle of destitution among the aged.

The provisions of the bill with respect to security for the aged
may be divided accordlng to these two purposes, first, that of
alleviating, and second, that of largely eliminating the sad prev-
alence of poverty in old ege.

I shall first talk with you about the provisions intended to
largely ellminate old-age dependence. This 15 a most important
part of the bill, and is the part which is of direct intercst to
younger Americans. It offers them a secure old age, with an
assured income built partly by their own efforts.

Beginnlng in 1937 the employees of the country—the regular
workers in industry--will begin paying into the Federal Treasury
a very small tax, which will be 8 minute percentage of their reg-
ular pay check. For every nickel that they pay their employers
will likewlise pay & nickel. Thus funds will be brought -intc the
Federal Treasury which, in the course of time, will make it pos-
sible for all those employees to get regular monthly checks of
anywhere from $10 to £85, after thcy reach the age of 65 and
retire from regular employment. Under this Federal system the
first regular benefits will begin in 1942, The amount which a
man will receive will depend, of course, upon the amount of money
which he earned during the years when he was employed and
upon which he paid these taxes. The taxes that will be pald will
gradually build up a sound reserve, which is to be invested, mak-
ing it possible to continue these regular annuities without having
to Impose any other taxes to ralse the money. If a person dies
before reaching 65, his family receives the amount accumulated
for him, and this 18 also true for persons who have contributed
too short a tlme to build up any appreciable annuity.

This plan s expected to take care of a majority of our people
in the future. but there are some groups necessarily omitted under
this system. because of the fact that they are not employed by
industry. It was thought proper, and the measure accordingly
provides, that these groups, such as farmers and professional men,
be also given the opportunity to build an annuity. Persons who
desire, may, in very small installments or by lump-sum payment,
purchase annuities from the Treasury, paying them up to $100
per month after they reach 6€5.

There is yet a third group to consider, those who now, aor in
the future, face a dependent old age. and have not been able
to secure either of the annuities which I have just mentioned.
For a complete old-age program this group must also be con-
sidered. This is the second part of the plan—providing for those
whose old-age dependency cannot be eliminated by these annuities.

As is natural and fitting for such legislation in our country, the
movement for old-age pensions began in the several States of the
Unifon. The State legislatures acted and the State governments
and county governments administered the Ilnws. Thirty-three
States, as well as the Territories of Alaska ard Hawali, have en-
acted old-age-pension laws. In 1934 over $30,000,000 was spent in
these States for 230.000 pensioners, and the average pension paid
to an aged person was about $15.50 per month.

Under the social security bill the Federal Government will come
to the assistance of the States in making payments under thelr
old-age-pension laws. The average pension now pald by the
States is about $15 per person per month.. Accordingly, up to 815
a month, the Federal Government will match whatever the States
appropriate. This Federal ald will be given immedilately to each
State with a satisfactory plan for the admintstration of old-age
pensions within its borders. Thus, the Federal Government will
share equally in the generous work of helping needy persons above
the age of 65 years.

The administration of the State laws will be left to the States,
with an absolute minimum of Federal participation other than
in the actual granting of the money itself. It is right and proper
for the States, where the old-age-pension laws began, to go on
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administering those laws in their own way, for thelr own people
whom they find to be in need.

To sum up, the pocial-security bill makes it possible for millions
of persons to build a regular income for their old age during their
productive period of life, and in asddition to this, by matching
State funds. assist the States to take care of those s0 unfortunate
as to face old age without the annuities previously mentioned, or
any other income of their own.

The necessity of tbe bill making this twofold attack upon
destitution in old age can be readily appreclated when one realiges
the terrific cost of trylng to meet the problem by merely helping
the States to pay gratuitous pensions. The number of needy old
people is steadily increasinz. The average length of life 1s getting
longer; industrial civilization has made it harder for the young
to care for their parents. For these reasons, if all we did was
grant aid to the States for old-age pensions, the cost would grow
enormously. The actuaries say that if this was the only way of
taking care of the aged needy people. by 1960 the total annual
cost of pensions, to the State, Federal, and local governments
would be as much as $2,000,000,000, In writing the soclal-security
bill, therefore, it was found necessary to look around for addi-
tional means of meeting this problem; and the thing that has
been proposed and sponsored by the President is the national
system of old-age annuities which I have already described, and
which will not begin at once, but which will be self-supporting and
paid for in large part by the very people who will get the benefits,

By inaugurating this system—and this is very important—we
will be saving oursclves a vast amount of money, for this new
national system will make it possible to cut in half the costs which
we would otherwise have to bear in paying the old-age pensions
under the State laws. I have said that the actuaries figured that
in the absence of any all-embracing Federal system the cost by
1960 for State old-age pensions would be 8£2,000,000.000. With
the self-supporting Federal system in existence, however, the
annual cost by 1960 for the State old-age pensions would almost
certainly be less than $1,000,000,000, This Federal system, there-
fore, would mecan a saving of over a billion doilars a year.

It is well worth while to remember this tremendous saving, for
it makes insignificant the small burden which industry will have
to assume under this uniform national system. The tax on em-
ployers, under this system, does not begin until 1837, and even
when it reaches its maximum in 1949 it will amount, on the
average, to only something lke 1 percent of the regular selling
price of the employers’ product. This {8 indeed a smail amount
to pay for a system which will save the country over a billion
dollars a year, and will bring assurance of a small but regular
income to more than one-half of our working people.

Besides the saving to the Natlon as a whole, the annuity sys-
tem wiil give to the worker the satisfaction of knowing that he
himself is provlding for his old age.

The soclal-security bill is the nearest approach to the jdeal
that could be reached after months of patient study. It is wiithin
the financlal abllity of our Government and achleves in the
largest measure found possible the ideal of our great President of
banishing the gaunt specter of need in old age.

President Roosevelt, his Committee on Economic Security, the
House of Representatives, and the United States Senaite are make-
ing these eJorts to establish a sound and far-reaching method of
dealing with the problem of destltution in old age. In taking
this great forward step we cannot expect perfecticn all at once;
but in the social-security bill we have an.instrument which in-
augurates a program that is at once economical and humare, and
which will be a legislatlve landmark in the history of the efforts
of the Congress to carry out its constitutional duty of promoting
the general welfare of the men and women of the United States.

SOCIAL SECURITY-—ADDRESS BY SENATOR THOMAS OF UYAHR

Mr. BACHMAN. Mr. President, on Friday last the dis-
tinguished Senator from Utah {Mr. TuoxAs] delivered over
the radio a brief but very interesting address on the broad
phases of the social-security program. I ask unanimous
consent that his address may be printed in the REcorp.

There being no objection, the address was ordered to be
printed in the Recorp, as follows:

In responding to thls invitation of the National Broadcasting
Co. to discuss social security it will not be my purpose to defend
or talk concerning the social-security act which is pending in
Congress. I wish to discuss social security in its brcad aspects
as a political concept. Anything which wili better the condition
of the men, women, and children, who lve in a given country,
and which will enable men, women, and children to live a
broader, better, and more abundant life may be Justified as a
proper governmental function. To justify it under our American
Constitution may be relatively difficult, but surely it has s place
when oonsideration is given to the general-welfare clause of our
Constitution’s preamble.

As a sound economic prineiple the theory of social security
used a8 a political concept is merely the taking over into politics
of the social and economic idea of insuranceé. The economic
theory behind insurance is that many people donate & little for
a long time that some few may enjoy the fruits of that dona-
tion for a little time. Or to make the theory apply to the indi-
vidual as it does in case of life insurance, small premiums paid
over & long period make it possible for beneficlaries to receive
large sums, Insurance i85 merely finance used socially. Much
of our financial organization ts socialized finance.
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A soclal-security program {s very much larger and more com-
prehensive than a recovery program. In order to become effec~
tive In our country it will be necessary for the program to meet
the requirements of our constitutional schcme; that is, it must
meet both Federal and State requirements.

This in itself is an aspect of social politics because it dcvelops
the partnership idea between the Federal arnd the State Govern-
ments and emphasizes what every citizen of the United States has
known since the adoption of the fourtecnth amendmert, that
American citizens have a dual citizernship; that is, they are citi-
zens of the United States and of the State tn which they reside.

The social-security program must be all-embracing because .
each of four great factors related to the social-security program
is reclated to the other three, that is, the old-age-pension idea
to become effective, must be thought of as part of the whole
scheme instead of a scheme by itsclf, because the old-age pen-
sion must come after years of planning if it is ever to succeed
properly. It has the aspect of retirement, and that, too, honor-
able retirement. The thought is not just to make the aged
people independent in their old age; it is also to take the respon-
sibility for caring for the old off the shoulders of the young.
This. of course, makes for better and happier young lives as well
as better and happier old ones.

The program. too, should provide for early retirement in order
that men may fill the responsible positions of life at an earlier time.

You see, therefore, old-age insurance is related to unemploy-
ment; it 1s related to the idea of economic independence not only
for those who are insured but also for those related to them, and
it makes the insured the agent for his Government in making for
better and broader living. That the persons to be benefited must
contribute goes without saying, because any good which comes
carries with it a responsibility. Then, too, we want old-age bene-
- fits to be honorable. The persons who are to reccive pensions
should be encouraged to feel free in taking them, and free from the
thought they are singled out by a paternal state as belpless indi-
viduals. Our whole public-school system would fail if a mother
of many children ever thought it wrong to send all of them to
school because her neighbor, perhaps, has only one or none to be
trained. My point there is that no one now questions the right of
a child to be educated, Just so, the time must come when no one
shall question the right of those who are past the earnir, age to
live a life free from the ordinary economic worries. All must con-
tribute for the good of all. Public attention to social security will
result in persons taking for themselves private annuity policies to
augment the public ones.

The partnership idea is the one that I would stress. Partnership
between the Federal Government and the States; partnership be-
tween the old and the young; partnership between the employer and
the employee; partnership hetween those out of a job and those who
are working; and partnership between public and private insurance
institutions. All will be benefited. The prime fact of man’s inter-
dependence with other men should bLe brought into our political
and social life and made part of our thinking, Too long we have
left this to the church institutions.

American democracy can be preserved only by preserving the
individual in that democracy. An American must remember that
he is one in a group of 125,000,000 others. He must never fuse
himself into a fraction and think of himself as one-one hundred
twenty-five millionth of the whole. The individual as a political
entity will last only so long as private property and private owner-
ship last, Social security will teach the individual throughout his
whole life the notion of interdependence and in addition to that it
will teach the value of ownership. In the past we have tried to
attain these ideals by stressing, In our teaching of the children,
thrift and competition. The real lesson of life will come when men
realize that they cannot be happy while their neighbors are sad.
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SOCIAL SECURITY

Mr. HARRISON. Mr. President, I move that the Senate
proceed to the consideration of House bill 7260, the so-called
* social-security bill.” I desire to state that if the motion
shall be agreed to, we will not proceed with the bill today,
but will do so tomorrow.

The PRESIDENT pro tempore. The question is on agree-
ing to the motion of the Senator from Mississippi.

The motion was agreed to; and the Senate proceeded to
consider the bill (H. R. 7260) to provide for the general
welfare by establishing a system of Federal old-age benefits,
and by enabling the several States to make more adequate
provision for aged persons, dependent and crippled children,
maternal and child welfare, public health, and the admin-
istration of their unemployment compensation laws; to es-
tablish a Social Security Board; to raise revenue; and for
other purposes, which had been reported from the Com-
mittee on Finance with amendments.
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SOCIAL AIMS OF ADMINISTRATION

Mr. LEWIS. Mr. President, I submit for publication in
the RECORrD a brief article appearing in the Washlngtot} Star
of June 10, 1935, entitled “ Roosevelt Explains Social Aims at
Press Conference ”, together with a definfiition of the new
deal by the junior Senator from Nebraska [Mr. BURKE],

There being no objection, the articles were ordered to be
printed in the REcord, as follows:

{From the Washington Star of June 10, 1935]
ROOSEVELT EXPLAINS SOCIAL AIMS AT PRESS CONFERENCE
By J. Russell Young

President Roosevelt today in a brief and extemporaneous state-
ment at his press conference explained the social objectives of his
administration.

“The social objective, I should say, remains just what jt was,
which is to do what any honest government of any country would
do—to try to increase the security and the happiness of a larger
number of peopie in all occupations of life and in all parts of the
country; to give them more of the good things of life; to give them
a greater distribution not only of wealth in the narrow terms but
of wealth in the wider terms; to give them places to go in the sum-
mertime—recreation; to give them assurance that they are not
going to starve in their old age; to give honest business a chance
to go shead and make a reasonable profit and to give everyone a
chance to earn a living.

“It is a little difficult to define it, and I suppose this 18 a very
offhand definition, but unless you go into a long discussion it is
hard to make it more definite. And I think, however, that we are
getting somewhere toward our objective.”

His remarks were in reply to a question.

DEFINTTION OF THE NEW DEAL
By Senator EDWARD R. BURKE, of Nebraska

The new deal is an old deal—as old as the earliest aspirations
of humanity for liberty and Jjustice and good life. It is old
as Christian ethics. for basically its ethics are the same. It is
new as the Declaration of Independence was new, and the Con-
stitution of the United States.

Its motives are the same; it voices the deathless cry of good
men and good women for the opportunity to live and work in
freedom, the right to be secure in their homes and in the fruits
of their labor, the power to protect themselves agalnst the ruth-
less and the cunning.

It recognizes that man is indeed his brother’s keeper, insists
that the laborer is worthy of his hire, demands that justice shall
rule the mighty as well as the weak.

It seeks to cement our society—-rich and poor, manual workers
and brain workers—into a voluntary brotherhood of free men,
standing together, striving together, for the common good of all.
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SOCIAL SECURITY

The Senate resumed consideration of the bill (H. R. 7260)
to provide for the general welfare by establishing a system
of Federal old-age benefits, and by enabling the several
States to make more adequate provision for aged persons,
dependent and crippled children, maternal and child wel-
fare, public health, and the administration of their unem-
ployment compensation laws; to establish a Social Security
Board; to raise revenue; and for other purposes.

Mr. HARRISON. I ask unanimous consent that the for-
mal reading of the bill may be dispensed with and that the
bill be read for amendment, committee amendments to be
first considered.

The VICE PRESIDENT. Is there objection? The Chair
hears none, and it is so ordered.

Mr. HARRISON. Mr. President, as briefly as possible I
shall explain the provisions and purposes of the pending
measure, the so-called * social security ” bill. I shall try to
make the explanation as brief as possible, and I trust Sena-
tors will permit me to flnish my analysis before I shall be
asked to yield for any qQuestions. At the conclusion of my
statement I shall be glad to answer any questions with
respect to the bill that I can or make any further explana-
tion that may be desired.

In general, the purpose of this legislation is to initiate a
permanent program of assistance to our American citizens
in meeting some of the major economic hazards of life. It
is, of course, impossible for all social problems to be met
with this measure, nor does it attempt to do so. Many
problems remain untouched by its provisions; some because
not within the purview of Federal legislation, and some
because it was decided proper that this legislation should be
directed only against those major causes of insecurity for
which experience has developed an efficient remedy.

Mr. LONG. Mr. President, will the Senator yield for a
question?

The PRESIDENT pro tempore. Does the Senator from
Mississippi yield to the Senator from Louisiana?

Mr. HARRISON. I had hoped that I might be permitted
to finish my explanation before interruption came, but I
yield.. .

Mr. LONG. I do not want to ask about the bill. I want
to find out what course the Senator proposes ‘to take with
reference to the bill. Are we first to consider committee
amendments?

Mr. HARRISON. Unanimous consent has been granted
that committee amendments shall be first considered.

Mr. LONG. Then it will be some time before we come to
the point of the introduction and consideration of any indi-
vidual amendments which Senators may wish to offer?

Mr. HARRISON. I hope we may expedite the matter as
much as possible, but I doubt whether we will reach that
point for several hours.

Nor i$ the bill intended as emergency legislation, to cope
with an emergency situation, but rather it is designed as a
well-rounded program of avtack on principal causes of inse-
curity which existed prior to the depression and which we
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may expect to continue in the years to come. The depres-
sion did not create but merely accentuated and foreefully
brought to our attention, human suffering resulting from
these principal hazards of life.

This measure includes several related subjects. It attacks
major problems presented by recurrent unemployment, by
destitution of the aged and blind, and of physically handi-
capped or orphaned children, and seeks to accomplish these
purposes largely through encouragement given the States to
meet these problems by State action.

Before mentioning any details I wish first to call atten-
tion to the general outline of this measure. Neglecting for
the moment its provisions dealing with public health and
vocational education, this legislation may be classified into
three general kinds of provisions, designed to meet three
major problems: (1) Pensions for the aged and blind, (2)
provisions for child welfare, and (3) unemployment-insur=
ance provisions.

I might here mention the Federal appropriations required
for the purposes of this legislation. The measure authorizes
about three and one-half million dollars for Federal super=
visory and administrative expenses in carrying out the provi-
sioens encouraging State pension and child-welfare services;
and for allotments to States authorizes $49,750,000 for State
old-age pensions, $24,750,000 for dependent children, gener-
ally called “ mothers’ pensions”, and $11,991,000 for other
items, including child health and welfare services, pensions
to the blind, and vocational education. Eight million dol-
lars is authorized for augmenting the public-health service
of the States. This makes a total for the fiscal year 1936 of
a little less than $98,000,000. The measure authorizes in-
creased appropriations with respect to pensions and voca-
tional education in succeeding years.

In addition to the above, there is an authorization of
$4,000,000 as a grant in aid to assist States in administering
unemployment insurance for 1936, and $49,000,000 annually
thereafter, which amounts will be more than offset by a tax
imposed by the measure on employers of four or more persons.
Likewise, it is thought that the other taxes the bill imposes
on employers and on employees will offset the fiscal require-
ments of Federal annuity pravisions of the measure.

As I have stated, besides augmenting existing public healtlt
and vocational rehabilitation services, the measure has three
general types of provisions: First, those dealing with pen-
sions for the aged and blind; second, those pertaining to
child welfare; and, third, unemployment insurance legisla~
tion. At this point I wish to discuss briefly each of these
classes in the order named.

In taking up the problem of security for the aged, I should
first like to mention a few facts pertinent to this question.
Some seven and one-half millions in this country are over
65, and best estimates indicate that about a million of these
are dependent on the public for relief. A huge numher are
on the Federal Emergency Relief, which was not designed
and is not suited to meet this permanent problem.

As the trend of our civilization leads away from the farm
and into the cities, a growing percentage of our people have
come to depend for subsistence on a weekly pay check, and,
when cut off from employment because of age, have become
dependent on the helping hand of public charity. We are
all familiar with the poorhouses to which many of these aged
must now turn, and those with experience in the local ad-
ministration of poorhouses will recognize the wastefulness
and Inefficiency of this method of taking care of the needy
aged.

Many States have sought a better method for meeting this
problem. Thirty-three of our States and the Territories of
Alaska and Hawaii have State pension laws for the care of
destitute aged, and the number of beneficiaries increases
rapidly despite the financial difficulties confronting State
and local governments. Because of this financial stringency,
as might be expected, pensions in many cases are neceg-
sarily quite inadequate,

Further, the States face an jncreasing burden of pension
costs in the years to come. The percentage of people over
65 to the total population is rapidly increasing, and a study
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of age groups as shown by the census, indicates that the
number of these old will be about doubled by 1970. So,
obviously, the burden of taking care of these increasingly
large groups of needy aged should be met in come manner
cther than merely the present methods.

The provisions of the social-security bill dealing with this
problem may be grouped according to the two purposes
sought to be accomplished; first, that of alleviating, and
second, that of largely eliminating the said prevalence of
poverty in old age. L

Eliminating, so far as possible, the necessity of providing a
charitable pension for aged people is a primary object of this
legislation. In 1931, while Governor of New York, President
Roosevelt felt this need, and in a message to the legislature
with respect to the gratuitous old-age pensicn of the State,
said:

I have many times stated that I am not satisfled with the pro-
visions of this law. Its present form, although objectionable as
providing for a gratuity, may ke justified only as a means intended
to replace to a large extent the existing methods of poorhouse and
poor-farm relief. Any great enlargement of the theory of this law
would, however, smack of the practices of a dole. Our American
aged do not want charity, but rather old-age comforts to which
they are rightfully entitled by their own thrift and foresight in the
form of insurance. If is, therefore, my Judgment that the next
step tu be taken should be based on the theory of insurance by a
system of contributions commencing at an early age.

It has been found actuarially possible, and the bill pro-
vides a method, for those in industry to contribute from year
to year a tax, covered into the Treasury of the United States,
sufficient to bear the costs of an old-age annuity for those
in industry.

These are provisions for what we may term, for conven-
jence in distinguishing them from other pension provisions,
annuities.

Beginning in 1937, all employees in the United States, save
casual and agricultural labor, private domestic servants, em-
ployees of the Federal or State Governments, and of non-
profit religious, charitable, scientific, literary or educational
employers, will pay a Federal tax of 1 percent of their wages,
up to $3,000 per year salary, which tax will be increased one-
half per cent each 3 years, until it reaches a maximum of 3
percent for 1549 and thereafter. Employers of these em-
ployees also pay a similar tax at the same rates, based on the
taxable pay of each employee, and also are required to deduct
the employee’s tax from his wages, and report and pay both
taxes to the Bureau of Internal Revenue. Penalties with
respect to this tax are those of the revenue act, and as col-
lection devices the Commissioner of Internal Revenue may
prescribe the purchase of stamps or other tokens. This tax is
calculated as sufficient to provide funds, covering the cost of
the annuities in the years to come, which will be paid, with
only one or two small exceptions, to these workers in industry
who paid th=s tax.

These employees of industry are eligible for annuities on
reaching 65, if they have paid tax on total wages of
$2,000 or more earned during 5 or more years after 1936 and
before reaching the age of 65.

The Finance Committee added an amendment which pro-
vides that a man will receive this annuity only if he has
retired from regular employment. This was based on the
belief that no person holding a regular job should retain
this job after 65, receiving an annuity along with his pay
check. Rather, he should retire and make it possible for
others to obtain work.

These annuities are based roughly on the salary which
has been earned after 1936. The measure provides a pen-
sion, however, of larger amounts where small salaries or a
short period under the system would otherwise result in a
very small pension. The annuity is $15 per month for
the first $3,000 in salary before the employee reaches 65,
plus about 83 cents per month for each additional thousand,
up to $45,000, plus about 42 cents per month for each thou-
sand over $45,000, with the further provision that no pension
may exceed $85 per month.

For example, take the case of a person whose average
salary is $200 per month, retirirg at the age of 65. His
monthly pension would be:
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$17.50 where he earned wages 5 years.

$22.50 where he earned wages 10 years,

$32.50 where he earned wages 20 years.

$42.50 where he earned wages 30 years.

$51.25 where he earned wages 40 years.

A lump-sum benefit of 32 percent of all wages Is provided
fer the estate of any person dying before 65, and a like
amount is paid any person retiring at 65 and not eligible
for benefits. For example, suppose such wages after 1936
amounted to $10,000, this benefit would be $350.

This plan is expected to take care of a majority of our
people in the future, but there are some groups, not em-
ployed by industry, necessarily omitted under this system.
It was thought propcr, and the Finance Committee amend-
ment to the measure accordingly provides, that these groups,
such as farmers and professional men, be given an oppor-
tunity, as similar as possible to those in industry, to build
an annuity. Persons who desire may, in very small install-
ments, or by lump-sum payment, purchase annuities from
the Treasury which will pay them up to $100 per month
after they reach 65. These annuities are, of course, on an
actuarial basis, and accordingly require no tax measure or
appropriation, and none is provided in the bill.

There is yet a third group to consider, those who now or in
the future face a dependent old age and have not been able
to secure either of the annuities which I have just men-
tioned. For a complete old-age program this group must
also be considered. This is the second part of the old-age
security plan—providing for those whose old-age dependency
cannot be eliminated by these annuities.

The social-security bill authorizes the appropriation of
$49,750,000 for 1936, and such sum as may be needed annu-
ally thereafter, to be allotted the States with approved plans,
to be used in making payments under their old-age pension
laws. The average pension now paid by the 33 States and
2 Territories which have already enacted these laws is about
$15 per person per month. Accordingly, up to $15 a month
per beneficiary the Federal Government will match whatever
the States appropriate. This Federal aid will be available
immediately to each State with a satisfactory plan for State
old-age pensions and will result in the Federal Government
bearing half the costs of paying pensions up to $30 per
month per beneficiary. If the State wishes to add to its
costs and pay a more liberal pension, of course it is at liberty
to do so.

The administration of these pension laws is left to the
States themselves, with an absolute minimum of Federal
participation, other than the granting of the money to match
State funds. It is right and proper for the States, where
old-age pension laws began, to go on administering these
laws in their own way, for their own people.

The measure provides, however, for obvious reasons, a
limitation on requirements States might set up, and which
might leave large groups ineligible for a pension in any
State. It may have a residence requirement of not ex-
ceeding 5 of the 9 years preceding application for a pension,
and a continuous residence requirement of 1 year immedi-
ately preceding application. Further, United States citi-
zens, who have met the residence requirement, may not be
excluded on a citizenship requirement.

To sum up, for old-age securily, the measure provides for
Federal Industrial annuities, for voluntary annuities, and,
in addition, provides assistance to the States in paying pen-
sions to those so unfortunate as to face old age without these
annuities, or other income of their own.

The necessity of the bill making this twofold attack upon
destitution in old age can be readily appreciated when one
realizes the terrific cost of trying to meet the problem by
merely grants in aid to the States to pay gratuitous pen-
sions. As I have stated, the number of needy old people
is steadily increasing. The average length of life is get-
ting longer; industrial civilization has made it harder for
the young to care for their parents. For these reasons, if
the measure merely granted aid to the States for old-age
pensions, the cost would grow enormously. The actuaries

| say that if this was the only plan providing for the aged,
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by 1960 the total annual cost of pensicns, to the State, Fed-
eral, and local governments, would be as much as $2,000,-
000,000. In drafting the social-security bill, therefore, it
was thought necessary to look around for additional means
of meeting this problem; and the thing that has been pro-
posed and sponsored by the President is the national sys-
tem of old-age annuities which I have just described, which
will be paid for in large part by the very people who will
get the benefits.

By inaugurating this threefold system—and this is very
important—we will thus be vastly reducing the Federal and
State burden of paying the gratuitous pension, for this an-
nuity system should eliminate the necessity of a gratuitous
pension in at least half the cases. I have said that the
actuaries figured that in the absence of any all-embracing
Federal system the total cost by 1960 for State old-age pen-
sions might be $2,000,000,000. With the self-supporting
Federal system in existence, however, the annual cost by
1960 for the State old-age pensions would almost certainly
be less than $1,000,000,000. This system, therefore, would
mean a saving of over a billion dollars a year.

It is well worth while to remember this tremendous saving
to the Federal and State Governments, in considering plac-
ing on industry the graduated pay-roll tax it will assume
under this uniform national system. This tax on employers,
and the tax on employees, begins in 1937 with equal con-
tributions of 1 percent, and is 2 percent in 1943. Even when
it reaches its maximum of 3 percent in 1949, it will amount,
on the average, to only something like 1 percent of the reg-
ular selling price of the average employers’ product. This is
a relatively small amount to pay for a system which will
provide annuities in lieu of gratuitous pensions costing over
a billion dollars a year, and will bring assurance of a small
but regular income to more than half of our aged people.

Besides the saving to the Nation as a whole, the annuity
system will give to the worker the satisfaction of knowing
that he himself is providing for his old age.

This system of meeting the problem of the needy aged
is the nearest approach to ideal that could be reached after
months of patient study. It is believed to be within the
financial ability of our Government, and achieves in the
largest measure found possible, the ideal of the President
and those of us who belleve as he does, of banishing the
zaunt specter of need in old age.

Besides the grant in aid to States for assistance in pay-
ing pension for the needy aged—and this does not refer to
one who has reached the age of 65 only, but he must be in
need—the bill authorizes $3,000,000 for 1936, and such sums
as may be necessary thereafter to match S.ate funds for
pensions to those totally blind. Approximately the same
conditions attach to these grants in aid as attach to grants
for State old-age pensions.

I do not know when any committee was ever moved more
than was the Finance Committee when several old gentle-
men, who were totally blind, were led into the committee
room by their dogs and presented their case for aid to the
needy blind in this country. I may say, with reference to
the blind, that the provision was not in the bill as it passed
the House, but is a Senate committee amendment.

As indicative of the need of this provision I might men-
tion two or three pertinent facts. About half of the States
already have such pension laws, but State financial strin-
gency has resulted in very inadequate provision.

There are more than 65,000 listed as totally blind by the
1930 census, which recognizes this as an understatement,
and of these nearly 45 percent are persons over 65, as much
blindness comes from causes developing late in life. Due to
this fact, and the difficulty of finding suitable occupations,
it is not surprising that less than 15 percent of the blind
are gainfully employed. Encouragement to the blind to
become self-supporting is, of course, desirable, but the fact
that only & few even of the 15 percent gainfully employed
are self-supporting shows the necessity of encouraging and
financially assisting these State pensions for the blind.

The Federal agency passing on State plans providing pen-
sions for the blind and aged, and State unemployment in-
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surance plans, and which administers the contributory an-
nuity system, is the Social Security Board. Before passing
on to the next phase of the bill, that dealing with child-
welfare, I will mention the main provisions as to the Social
Security Board.

This is a three-member board, and the Finance Committee
amended the bill to provide that during membership a per-
son could engage in no other employment; that no more
than two members shall belong to the same political party,
and established the Board in the Department of Labor.

Board members serve 6-year staggered terms and are,
with the advice and consent of the Senate, appointed by the
President, who also designates which shall be chairman.

This Board is, as I have mentioned, in general the Federal
administrative agency for Federal annuities, and passes on
State plans and other matters with respect to assistance
for the blind and aged and for unemployment insurance.

It appoints and fixes compensation for needed officers and
employers, of which attorneysand experts are not subject to
civil service. Its report is, of course, made through the
Department of Labor.

Your committe2’s amendment locating the Board in the
Department of Labor was largely because by this arrange-
ment savings might be effected, and its work could be better
integrated with other agencies that are now in the Depart-
ment of Labor.

I now direct your attention to the second phase of the
measure, that of child welfare. At the outset I desire to pay
tribute to the great work the States have done in this fleld,
and to mention that all the provisions of the bill affecting
children are designed to assist the States.

The large problems relating to child welfare are the
problems of the child in the broken home without adequate
income, the neglected child, and the crippled child. In
addition, the matter of child and maternal health is of vital
importance.

The pending bill has provisions designed to alleviate each
of these hazards.

With respect to the first child-welfare problem. that of the
child in the broken home, where there is no adequate in-
come, I desire to call your attention to facts developed by
the relief survey. This survey indicates that there are
some 350,000 families of this type, with 700,000 children,
which have been supported by the relief. With relief no
longer available the necessity will naturally arise of throw-
ing these children in institutions, as the mother cannot
usually care for them and at the same time go eut and
work.

The problem of keeping such broken families together
has caused 45 States to enacc laws, generally termed
“ mothers’ pensions”, and with the termination of the
Federal emergency relief measures it would seem almost im-
perative that the States be assisted in bearing the financial
burden of providing these pensions. ’

The measure meets this situation by authorizing an appro-
priation of $24,750,000 for 1936, and such amounts as may
be needed annually thereafter, for grants in aid, to be appor-
tioned among the States for use in paying pensions to de-
pendent children. Where the State has an approved plan,
the Federal Government thus will bear one-third the cost
of the total pension, except in no case shall the Federal share
exceed $6 per month where there is one dependent child, and
$4 for each additional child where there is more than one
dependent child. These limits are roughly in accordance
with the limitations in the allowances to the widows and fam-
ilies of World War veterans, as the contemplated total pen-
sion would amount to $18 for the first child and $12 each for
any additional children in the family.

A State will not have to aid every child which it finds to
be in need. Obviously, for many States, that would be too
large a burden. It may limit aid to children living with thelr
widowed mother, or it can include children without parents
living with near relatives. The provisions are not for general
relief of poor children but are designed to hold broken fami.
Hes together.
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The Ways and Means Committee report, in mentioning
the next problem of child welfare, the alarmingly large
number of neglected children, said that they " are in many
respects the most unfortunate of all children, as their lives
have already been impaired.” To assist the States in
strengthening public-welfare agencies, especially in rural
areas, and thus helping to care for homeless and neglected
children, the measure authorizes an appropriation of $1,500,~
000 for 1936 and for each year thereafter. This grant to
the States is to be apportioned by first giving $10,000 to each
State, and dividing the remainder among the States on the
basis of their respective rural populations, as compared with
the total rural population of the United States.

The importance of the provisions for crippled children,
the third problem attacked, is evidenced by the fact that
there are between 300,000 and 500,000 of these, many of
whom can be effectively dealt with by early treatment. This
will not only save them from lifelong physical impairment
but also from being public charges.

The measure authorizes $2,850,000 annually to assist the
States in meeting this problem, especially in rural areas
and those in economic distress. The appropriation is on a
50-50 matching basis, apportioned first $20,000 to each
State, the remainder to the several States based on the
number of crippled children and the cost of locating and
hospitalizing them.

The fourth and last problem attacked is that of maternal
and infant care. From 1922 to 1929 the Federal Government
participated in this program, and all but three States coop-
erated. Due to financial stress this work has been curtailed,
and several States have felt unable to continue it.

The American maternity and infancy death rate, particu-
larly in rural areas, is much higher than that of most civil-
ized countries, and experience has taught that an intelligent
program is very effective in remedying this condition. The
measure accordingly has authorization for $3,800,000 an-
nually to be used in aiding the States. This is to be allotted,
first $20,000 to each State, then $1,800,000 is apportioned
according to the live births of each State, compared to total
live births throughout the country. This is on a 50-50
matching basis. In addition, $980,000 is for allotment with-
out the necessity of the State matching, based on the finan-
cial needs of the State in carrying out its plan, and taking
into consideration the live births in the State.

Approval of State plans for children is vested in the Chil-
dren’s Bureau, which has done notable work for many years.
The measure authorizes $625,000 annually for its expenses
in administration, and for further study and investigation.

Save this sum, it will be noted, all the appropriations for
child welfare are granted to and administered by the States
under State law. The apportionment of these funds is
largely administrative, as I have indicated in dealing with
each provision. This is also true with respect to passing on
State plans for child welfare, the principal duties of the
Bureau being to make suggestions and to determine whether
State plans meet the requirements set out in the bill. I shall
briefiy mention these principal requirements, which are be-
lieved proper to insure the greatest benefits from the grants
in aid for child welfare which have been just reviewed.

State plans for crippled children, for maternal and child
health, and for dependent children must each be State-wide
in operation, with the State contributing financially to its
support, and with a State agency charged with final ad-
ministrative responsibility, and making reports to the Secre~
tary of Labor. The Chief of the Children’s Bureau passes on
whether these requirements are met, and, in the case of
mothers’ pensions, on whether the methods of administration
are efficient. In no case, however, does this include jurisdic-
tion to pass on tenure of office, selection, or compensation of
State personnel. In the case of mothers’ pensions any per-
son whose claim is denied must be given a right of appeal to
the State agency, and the plan cannot have a residence re-
striction excluding any child who lived within the State a
year before aid is requested or, In case the child is born
within the year, if the child's mother has lived in the State
a year. In carrying out child-welfare services the measure
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provides for the State and Children’s Bureau to jointly work
out a plan.

To sum up, the provisions of the social-security bill affect-
ing children are for grants in aid to the States, assisting
them in making provision for dependent children in broken
homes, which are usually termed * mothers’ pensions ”: also
for child-welfare services, for medical assistance to crippled
children, and for mother and infant health. In addition, the
appropriation authorized for continuing and augmenting
existing vocational education and public-health services will
be of benefit to children as well as adults.

We have discussed two of the three main phases of this
legislation—provisions for the aged and blind, and those for
child welfare. I have omitted any discussion of the parts
of the bill dealing with public health and vocational educa-
tion. This omission is not because I deem these provisions
of small importance, but because they are along traditional
lines, merely augmenting and extending these services, and
meeting universal approval. The necessity of the provisions
was demonstrated at the hearings by a host of witnesses.

The third and last great phase of this measure is the attack
upon unemployment. In discussing the provisions with re-
spect to unemployment insurance, I wish to again emphasize
that it is not the purpose of unemployment insurance to
meet the extraordinary situation with which we are now
faced.

This situation is being met by the public-works program,
and If in the future a similar emergency again must be met, it
will probably call for some similar effort. The fleld of unem-
ployment insurance is essentially that of meeting the normal
condition of temporary lack of employment, and to mitigate
the immediate effects of large-scale unemployment.

For in normal times, and in fact even in boom years,
there is always considerable unemployment. Some 3,000,000
people who wanted work did not obtain it in the compara-
tively prosperous year of 1928. When machinery is replaced
by more efficient machinery, when overproduction arises
from any of many causes, when an industry is dying because
its product is being supplanted, men are thrown out of work.

Further, with little thought directed toward stabilization,
many industries operate with considerable irregularity of
employment. There are peak periods and there are low pe-
riods, and a plant that employs thousands of men in March
and April carries on with merely a skeleton force in the
autumn months. The thousands who are thus dropped face
a resulting period of unemployment, exhausting, in many in-
stances, their meager savings, and sometimes becoming a
charge on charity before an opportunity for regular wages
is again afforded them.

It has always been natural for the cost of this unemploy-
ment to fall upon the local community. Those who are out
of work first look to their neighbors for help; and, when that
source is no longer sufficient, to their local and State gov-
ernments. Unemployment may, in extraordinary depres-
sions, necessitate the Federal Government assisting the
States to meet the problem, but otherwise the problem of so-
called " normal " unemployment is one that primarily is of
local concern.

This has long been recognized by the States, and the prob-
lem of meeting this * normal "’ unemployment has been the
subject of earnest study by commissions established by them.
Especially has this been true since 1929, when increasing
ranks of the unemployed brought the necessity of some action
more keenly to public attention.

It is significant that almost every State commission investi-
gating the subject urged some form of unemployment insur-
ance, and, while differing as to details, uniformly recognized
that part-or all of the cost should be borne by employers in
industry and that reserves should be built up in good times
to help in providing for the welfare of those unfortunates
cut off from regular work by seasonal unemployment, or that
resulting from the many other causes found even in normal
times.

Looking backward, it is easy to see how unfortunate it was
that no more steps were taken toward actually inaugurate
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ing State unemployment insurance systems. For instance, if
the State of Ohio had started unemployment insurance back
in 1923, paying their workers who were honestly unemployed
half their wages for periods of not longer than 6 months, the
fund would have stayed wholly solvent for 2% years after
the depression began. Probably the rigors of the depression
would have been largely mitigated with such a system in force
throughout the several States. Cer‘=inly the regular income
still received by each man who lost his job would not only
have kept up his courage in the face of adversity but would
also have given him a purchasing power enabling him to con-
sume products of industry, which were left unsold on the
shelves of the clothing store and the grocery.

One large factor deterring States from acting on the rec-
ommendations of commissions for the establishment of un-
employment insurance has been the belief that it would put
the local industry of the State at a competitive disadvantage
with industries of States which did not have such systems.
“If ", the argument runs, “ this burden, small though it may
seem, is placed on the employers of this State, and is not
likewise placed on the employers of our nreighboring States,
we shall in effect be driving industry out of our State and into
the neighboring States, if we pass this bill.”

The argument was made that if, for example, an unem-
ployment-insurance plan were put into effect in Ohio, and
no unemployment-insurance plan were put into effect in
Kentucky, the industries of Ohio would be affected disad-
vantageously.

While, despite this obstacle, Wisconsin enacted an unem-
ployment compensation law in 1932, and during the past
winter Washington, Utah, New York, and New Hampshire
also enacted such laws, other States have been deterred be-
cause of the fear of interstate competition, and it has been
considered a most desirable step for the Federal Govern-
ment to eliminate this barrier to State legislation.

This object is accomplished by the provisions of title 9
of the bill, which I now call to your attention. An excise
tax is levied on employers of four or more persons, effective
for 1936, and payable first in January 1937. This tax is for
the first year 1 percent of the employer’s pay roll, and in-
creases to 2 percent for the second, and 3 percent for the
third and subsequent years. Against this tax, up to 90
percent thereof, the employer may credit any amount
he pays the State for State unemployment compen-
sation. This places employers of all States on the same
footing, and allows and encourages the inauguration of State
compensation laws by eliminating the fear of driving busi-
ness out of the State by the imposition of the burden of
supporting a State unemployment-insurance system.

The credit of State contributions against this Federal tax
is allowed whenever the Social Security Board, established
by the measure, finds that the State law is a genuine unem-
ployment-insurance measure fulfilling a few minimum stand-
ards set up in the bill. These standards are not designed to
limit the States from using wide discretion in the types of
unemployment insurance established by them, but only to

- fnsure the satisfactory working of any unemployment-com-
pensation system.

There are six of these requirements. First, so as to pro-
vide a close check-up on malingers, benefits are to be paid
through public employment offices, where the State has such
offices. Second, to insure satisfactory reserves, benefits are
not to begin until after the State has required contributions
to be collected for 2 years. Third, the funds must be used
only to pay unemployment compensation. The fourth pro-
vision is for the protection of the worker, who is ordinarily
cut off from benefits where he refuses proffered employ-
ment. It provides that such proffered employment need not
be accepted where the hours or other conditions of the job
offered are substantially less attractive than those of similar
jobs in the locality, and that the employment is not such
as to necessarily interfere with his union affiliations. The
fifth requirement is that the State law does not create a
system which cannot be amended when experience indicates
the need for such ameadment.
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The sixth and last requirement is that the State unem-
ployment funds be deposited with the Secretary of the
Treasury. This requirement is coupled with the provision
that interest be paid on the State balances, and is for the
purpose of safeguarding their investment. It is thought!
that no matter how soundly invested by the States, there
would come times of unemployment when the investment
would have to be liquidated in large quantities, with a de-
pressing effect on the securities and a resulting loss.

In completing my statement on unemployment insurance
I wish to call your attention to two amendments the Finance
Committee thought wise to add, which provide for wider
choice of types of unemployment-insurance systems and
also for a stabilization incentive to employers. As I sald
before, the State of Wisconsin was the first State to pass an
unemployment-compensation law. The statute was based
upon a very definite philosophy that if employers are given
a real cash incentive to stabilize and regulate their employ-
ment they will be able to make progress in eliminating so-
called “normal ” unemployment. The Wisconsin law pro-
vides that every employer shall set up reserves against.the
unemployment of his own employees, and when his reserve
fund reaches a certain amount he will thereafter have con-
tributions reduced so as to pay only such sums as are neces-
sary to keep the reserves up to this amount. It is therefore
to his advantage to prevent unemployment and so escape the
necessity of large contributions to these reserves. It is
easily seen that the heart of this system is the lessening of
contributions because of good employment experience, and
that for it to be effective such credit should be allowed
against Federal as well as State tax. The bill was passed
by the house allowing only pool-type systems such as will be
set up under the New York law and not providing for this
stabilizing credit. The senate amendments allow either type
of system and also the credit against Federal tax.

If the provision adopted by the House had been carried
through in the Senate bill, then the Wisconsin system would
have had to be completely changed. The Senate Finance
Committee thought that the State itself should decide be-
tween these systems and adopt the one they thought most
beneficial.

The final provisions of unemployment insurance are for
grants in aid to States with approved systems, for their use
in paying the costs of administering the system. As I have
stated, there is a Federal tax and an allowance of 90 nercent
of credit against this tax because of contributions to State
unemployment systems. The remaining 10 percent, which
remains in the Federal Treasury, is thought sufficient to
offset an appropriation authorized by the measure, to be
allotted to States for these administrative costs.

Mr. President, I desire to congratulate the House of Rep-
resentatives on the great improvement they made in the bill
which was originally presented. They have made & marked
improvement and I believe the Senate Committee on Finance
has further improved the proposed legislation.

Mr. President, in concluding this statement, may I add
that the development of our industrial civilization has pre-
sented these pressing problems which this legislation seeks
partly to meet. The President has pointed the way, and
the measure before you is the result of careful study by the
Committee on Finance. The committee received the assist-
ance of the best experts on this question throughout
the country. It coordinates the efforts to lessen the major
hazards of our civilization. It deals with matters which
other countries have already dealt with, and from whose
experience we can be guided. It will not commence with
unwise speed, but rather will be a gradual development, pro-
djstanceedmg carefully and surely for the goal which is now far

t.

Further study, beyond that already given would avail us
little, and the need for delay in this legislation does not
exist, as the provisions of the measure itself provide for no
hasty action which might have a retarding effect upon re-
covery. I trust, therefore, with such reasonable discussion
as may be found necessary, we may proceed without delay
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to the consideration of this bill, with every hope of its appeal
to an expeditious passage.

Mr. HASTINGS. Mr. President, I do not know whether
or not the Senator covered the point I am about to make,
as I did not hear the very first part of his discussion; but
1 wish to give an illustration and see whether the Senator
can explain how this situation is to be met:

For instance, if a man 50 years of age going into this plan
on January 1, 1937, is earning $100 a month and pays in
until he is 65 and lives out his expectancy of 12 years, he
will .be entitled under this plan to $17.50 a month, or $210
a year. In 12 years that will amount to something like
$2,500. There will have been paid in by him and for him
during that time $24 for the first, second, and third years,
and $36 for the next 2 years, making $144. If that $144 were
invested in an annuity, as is the plan here, it would earn him
only $1.17 a month, something like $14 a year, or a total of
$168 during the 12 years as against twenty-five hundred and
some odd dollars he would get-under the plan proposed by
the bill. It costs for that particular individual something
over $2,300.

In view of the fact that this plan contemplates that the
taxes collected shall pay all the expenses, I ask the Senator
to explain—and I am not asking this question for any other
purpose than to have the explanation from the chairman
of the committee—I should like to have the chairman of the
committee explain to the Senate how this difference of $2,300
in that particular class Is made up.

Mr. HARRISON. I may say here to the Senator from
Delaware that, without question, under the plan favored
treatment is accorded to those who are now of advanced
years.

Mr. HASTINGS. Let me give the Senator another illus-
tration, in order to show that, from the point of view of some
persons, there must be discriminations existing in this bill.
That is one of the objections I have to it. If we take a
young man who enters employment in 1949, when the full
tax of 6 percent is payable and he pays in for a period of
45 years he will have earned during that time $54,000, and
under the plan will be entitled to $53.75 a month, or $645
a year. If he should live out his expectancy, he would have
paid to him under the plan $7,740; while if the same young
man had paid in the same amount under some regular an-
nuity plan, from which he got all the benefits, he would be
entitled under the ordinary plan which the insurance com-
panies adopt—and this is figured out carefully—to $68.50
a month, or $822 a year, which over a 12-year period would
make a payment to him of $9,864. As under the plan pro-
posed by the bill, he will get only $7,740; he will, therefore,
lose $2,124. Of course, I am not asking the Senator to do
anything more than assume that my figures are correct. I
have gone over them with some care.

Mr. HARRISON. Are the figures based on the 3 percent
the employer pays?

Mr. HASTINGS. Yes; on the 3 percent the employer pays
and the 3 percent the employee pays. If that fund were
paid in, as is done in the case of many of the corporations
of the country—unfortunately by not enough of them—and
an insurance policy taken out for that man, and he should
start to work at 20 and should work for 45 years and should
make his full pay every month, he would be entitled at the
end of the 45-year period, when he reached 65, to have paid
to him $68.50 a month; and, if he lived out his expectancy,
$9,864, while under this plan he would lose $2,124.

I cite those two extreme illustrations—the first one I gave,
and the second—in order that the Senate may know that the
way the difference in favor of the elder man is made up is
by punishing the youth of the Nation. In this connection
I might call attention to the fact that the same thing is true
with respect to the provision for death benefits.

If a man enters the plan at the age of 60 years and earns
$1,200 a year for 5 years, at the end of the period he will
have earned a total of $6,000. If he should die just as he
reached the age of 65, his estate would be entitled to have
paid to it a lump sum of $210. The amount this particular
man has paid in, plus the accumulated interest at 3 percent,
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will amount to $76.92, making an overpayment to the estate
of $133.08. This is one end of the problem. I have worked
out the other end of it also.

But if we take the illustration of a man who begins to pay
in the year 1949 and pays for a period of 45 years, we find
that his estate is entitled to $1,890, although the amount the
employee has contributed to the fund, with its accumulated
compound interest, would amount to $3,383.52, showing a
loss to his estate of $1,493.52.

I invite attention to the fact that this same youth is pe-
nalized if he should pay in for 45 years and then die at the age
of 65 in that his estate would receive only $1,890, whereas
the amount he has paid in, with accumulated interest, would
be $3,383.53, a difference of $1,493.52; so if he lives to be 17
and draws his pension he has a loss of $2,124, while if he
dies at 65 before beginning to draw his pension, his estate is
out $1,493.52.

Mr. President, in my own time I propose to discuss the dis-
crimination at some length, and if I have time and the chafr-
man of the committee does not hurry me too much, I desire
to point out several other discriminations. I wish the Sena-
tor from Mississippi to understand—and I know he does un-
derstand—that I shall do so for no other purpose than to
Present to the Senate and to the country the facts with re-
spect to the matter.

Mr. FLETCHER. Mr. President, will the Senator yield?

Mr. HARRISON. I yield

Mr. FLETCHER. I ask the Senator from Delaware if he
has separated the amount paid in by the insured from the
accumulated interest? He mentioned the two together. I
think it is important to separate the accumulated interest
from the total amount paid in.

Mr. HASTINGS. I have based all the figures I am using
upon the figures which it is contemplated the Government
uses under the plan. The theory of the Government under
this plan is that the amounts paid in plus 3-percent interest
will take care of the whole plan. The point I make is that
in order for that to be true—and I expect to show that it is
not true in fact—we must discriminate between the young
man of today and the old man of today and give the older
man a great advantage. My theory is that in the later years
the young man who participates in this plan, when he, too,
grows to be old, will call upon the Congress to make up to
him in 1980 that which has been taken from him in order
to take care of sbme older :1an who lived in the year 1940.

I merely desired to call this point to the attention of the
Senator, so that before he concludes, if he so desires, he may
discuss it.

Mr. HARRISON. Of course, the Senator from Delaware
need not suggest to me that I have any doubt about the sin-
cerity of his opinion. In the first place, I never question the
motives of the sincerity of any Member of this body. I do
not know of any member of the committee who attended
more regularly and more diligently performed his duties in
connection with the consideration of this measure than did
the Senator from Delaware.

It is natural that there should be a difference of opinion
and different interpretations of the bill. There is no differ-
ence as to this particular matter between the Senator from
Delaware and myself when it comes to the fundamental
facts. It is quite true that when the bill shall go into effect
as a law, those persons of advanced age will be favored.
However, as suggested by the Senator from Illinois, this is
not an investment plan. It is a plan which is worked out
for security in the years to come. We are trying to be of
help to people in their old age. I cannot believe that those
of the younger generation, who are to realize in later years
under the plan, will begrudge the possible advantage to those
men who now have reached 55 or 60 years of age.

Mr. JOENSON. Mr. President——

The PRESIDING OFFICER (Mr. Murray in the chalr).
Does the Senator from Mississippi yield to the Senator from
California?

Mr. HARRISON. .

Mr. JOHNSON. I should like to inquire whether or not
the Senator from Mississippi and the Senator from Dela-



1935

ware have discussed the constitutionality of the pending
measure? [Laughter.)

Mr. HARRISON. Mr. President, I do not want to have
any bill passed that cannot be upheld by the Supreme Court.
I say nothing against the Supreme Court. We have done
everything we could to eliminate questionable matters of
constitutionality. We had before us a representative of the
Department of Justice with instructions that he should
study the bill from every angle. There was assigned to this
work in the Department of Justice one of the assistants to
the Attorney General, who is a most highly respected man
and a really great lawyer. The views of the Department
through this man and others whose views we have received
are that the bill will be upheld by the Court on all consti-
tutional questions.

Mr. JOHNSON. Mr. President——

Mr. LA FOLLETTE. Mr. President, before the constitu-
tional question gets much farther away from the suggestion
of the Senator from Delaware I should like to make a sug-
gestion or two.

Mr. JOHNSON. Let met say that the query I put to the
Senator from Mississippi was more rhetorical or intended to
be more facetious than otherwise, because long ago in my
experience, the first I had in government, I learned that
whenever there is any progress to be made, whenever we
touch the human equation, whenever we seek to aid those
who are in distress and those who require sympathetic
treatment on the part of the Government, always there
arises the bogey man of unconstitutionality.

Mr. LA FOLLETTE. Mr. President——

Mr. HARRISON. I yield to the Senator from Wisconsin.

Mr. LA FOLLETTE. I think the Senator has completely
answered the suggestion of the Senator from Delaware, but
I did want to add one or two suggestions if he will permit.

In the first place, the shedding of tears about the burdens
placed upon the youth under this plan would be viewed
with less sympathy if we should stop to think that without
this plan and, except for this extraordinary emergency, the
Yyouth of the Nation would be, as usually they now are, calied
upon to meet, without any assistance, the burden of the
aged dependent.

In the second place, the Senator from Delaware lumps in
the contributions made by the employer in arriving at this
epparent differentiation between the treatment of the
Yyounger group and those who are in the older groups at the
time the system shall go into operation. I see no reason in
the world, if the plan is to be agreed to at all, why we should
not require the employer to help take care of the aged in his
employ for whom he has made in the past no provision
whatsoever.

In that connection I desire to point out that, as a matter
of fact, if we separate the contributions of the employee
and the employer, we find in every instance, whether they
be aged or in the younger group, that when they become eli-
gible for annuities under the proposed plan they will recelve
more than they themselves will have contributed.

Mr. McNARY. Mr. President, will the Senator from Mis-
sissippi yield?

Mr. HARRISON. Certainly.

Mr. McNARY. In the Senator’s very able presentation of
the bill he stated somewhere in his remarks that those over
76 years of age constitute 7,500,000 of our population. I
think the Senator must have meant 65 years of age.

Mr. HARRISON. Yes; I meant over 65 years of age. If I
said 76, I was in error.

Mr. FRAZIER. Mr. President, I should like to ask the
chairman of the committee a question, if I may.

I have had some inquiries from men working for corpo-
rations that have pension plans of some kind. They wished
to know if an exemption could be made whereby their com-
pany would give them a larger pension under the plan they
are now working under, and under which they have been
paying for a number of years, than would be given under
the plan offered here.

I should like to kncw whether that matter has been
considered by the committes,
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Mr. HARRISON. I may say to the Senator from North
Dakota that the issue which was more sharply contested be-
fore the committee than any other was that of permitting
private pension plans to continue and be excepted from the
plan outlined in the bill. The thought of some of the best
lawyers was submitted on it; and they thought we would be
taking a very doubtful position if we permitted some com-
panies to carry on their private plans and be exempt from
the tax and at the same time imposed this tax on others.
We were informed that there is no pension plan in operation
by any private institution at the present time which is more
favorable than the one we are here offering.

Mr. WAGNER. Mr. President, I desire to say that there
is nothing in the proposed legislation which would prevent
an employer, if he desired to do so, from supplementing the
amount of pension paid under this system by having a pen-
sion system of his own to add to that provided under the
proposed legislation.

Mr. FRAZIER. I assumed, of course, that was the situa-
tion.
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SOCIAL SECURITY

The Senate resumed the consideration of the bill (H. R.
7260) to provide for the general welfare by establishing a
system of Federal old-age benefits, and by enabling the sev-
eral States to make more adequate provision for aged per-
sons, dependent and crippled children, maternal and child
welfare, public health, and the administration of their unem-
ployment compensation laws; to establish a Social Security
Board; to raise revenue; and for other purposes.

Mr. WAGNER obtained the floor.

Mr. BARKLEY. I suggest the absence of & quorum.

The PRESIDING OFFICER. The clerk will call the roll.

The legislative clerk called the roll, and the following
Senators answered to their names:

Adams Bulow Courens Guffey
Ashurst Burke Davis Hale
Austin Byrd Dickinson Harrison
Bachman Byrnes Donahey Hastings
Balley Capper Dufty Hatch
Bankhead Caraway Fletcher Hayden
Barkley Chaves Frazier Johnson
Bilack Clark George Keyes
Bone Connally Gerry King
Borah Coolidge Gibson La Polletts
Brown Copeland Glass Lewis

Bulkley Costigan Gore Lonergan



Long Murray Reynolds Trammell
McAdoo Neely Russell Vandenberg
McCarran Norbeck Schall Van Nuys
McGil Norris Schwellenbach  Wagner
McKellar Nye Sheppard ‘Walsh
McNary O°Mahoney Shipstead Wheeler
Maloney Overton Smith ‘White
Minton Pittman Steiwer

Moore Pope Thomas, Okla.

Murphy Radcliffe Townsend

The PRESIDING OFFICER. Eighty-five Senators having
answered to their names, a quorum is present.

Mr. WAGNER. Mr. President, the senior Senator from
Mississippi [Mr. HARrRISON] has given the Senate so compre-
hensive an explanatory statement regarding the pending bill
that I can add little. But as the sponsor of the measure, and
as a long-time advocate of social insurance, I ask that the
Senate bear with indulgence my remarks upon the subject.

ECONOMIC INSECURITY AS AN INDICTMENT OF AMERICA

Mr. President, social insecurity in its modern aspects has
not been an offshoot of the depression. It has been a per-
sistent problem since the dawn of the factory era, intensified
by the increasing urbanization of American life and by the
virtual disappearance of free farm lands in the West.

To grasp the full ethical and economic implications of this
problem, we must indulge in a brief survey of our history
since the Civil War. During that time our energy and genius
built upon this continent a Nation of unparalleled economic
strength. Our mechanical equipment became the most ex-
tensive and the most efficient in the world. Our fabulous
resources seemed to insure us against the possibility of ad-
versity. Our wealth doubled and redoubled until it exceeded
the wildest flights of fancy. No accomplishment seemed too
great for us to attain. We became at once the envy and the
admiration of the universe, and a shining example for the
ages yet to come.

If some prophet of old could have foreseen the material
wealth with which we were to be blessed, what else might he
have prophesied? He would have envisaged the worker lib-~
erated from the nerve-racking struggle for bread alone,
secure against the peril of unemployment, enjoying opportu-
nities to work under conditions calling forth creative intelli-
gence, and enjoying ample leisure for the cultivation of
family life and the enrichment of spiritual outlook. He
would have seen the man who has become too old to work
spending his declining days in mellow comfort, tasting
neither the humiliation of charity nor the bitterness of un-
requited efforts. He would have been sure that little children
would be spared the gnawing hunger of poverty, and that
society would recognize in full its obligation to care for the
fatherless and the maimed.

But if this prophet had awakened during the period be-
tween 1922 and 1929, which was regarded as the era of
unmatched prosperity, what a rude disillusionment would
have been his. Three million unemployed, deprived even
during so-called “ good times ™ of the sacred human right
to earn their bread, were being fed upon dogma about self-
reliance and individual thrift. Fully 20,000,000 families
were living in the cold cellars of poverty dug beneath the
streets of our most prosperous cities. Countless old people
were being buffeted from pillar to post, forced at best to
rely upon the help of younger relatives whose owa slender
resources were scarcely equal to the task. Children without
end were being denied the simple joys of carefree childhood,
their minds handicapped by improper schooling, their bodies
stunted by the relentless pressure of factory work. Misery
and destitution were the sordid realities of every Main
Street, not in a poverty stricken country, but in a land
where the inequitable distribution of tremendous wealth was
sharpening the tragic contrast between the House of Have
and the House of Want.

Some people there were, it is true, who saw the solemn
tragedies lying beneath the gilded surface of our national
life. But their protests were ignored and their warnings
were derided. As early as 1928 I had the bitter experience
of encountering the public apathy which greeted my pro-
posals for a survey of unemployment, for the creation of a
Nation-wide job exchange system, and for the inauguration
of a long-range public-works program. After the onslaught
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of depression, I introduced in 1930 and 1931 the first two
measures designed to promote Federal encouragement of
unemployment insurance laws in the several States. Con-
taining essentially the same idea which has crystallized in
the present bill, they were promptly buried in committee.
Then I introduced the first resolution calling for a special
senatorial investigationn of the whole problem of unemploy-
ment insurance. Pursuant to it, a committee of three
Senators held protracted hearings. The majority members
wrote a report deprecating the potentialities of Federal
action; and I filed a minority report again urging immedi-
ate legislation along the lines of the measure now before the
Senate. It is gratifying to note that many Senators who
were doubtful of the wisdom of this type of social legislation
a few years ago are now its stanch and hearty advocates.

When future historians of the gilded age from which we
have emerged seek a moral to adorn their story, they will
find that social injustice brought the retribution of sure de-
cline. The income of the masses, shriveled by the blight of
wide spread unemployment and uncompensated old age, was
not sufficient to buy the goods flowing from the ever expand-
ing factories. The huge profits of the few, which could not
be spent in self indulgence, were reinvested again and again
in plants and machines. When the market became flooded
with unsold surpluses, the depression came with the certainty
of nightfall.

From that emergency we have been rescued by a program
combining constructive action with enduring faith in the
essential fortitude and strength of the American character.
We now seek a new era of well being in which the social in-
equalities of the past will be driven forever from the scene.
We seek a more even tempered and widely diffused economic
enjoyment that will provide a bulwark against the resurgence
of hard times. The social-security bill draws its inspiration
from both of these objectives. It is a compound in which
are blended elements of economic wisdom and of social
Justice.

UNEMPLOYMENT INSURANCE: LEGISLATIVE PHASIE

At the very hub of social security is the right to have a job.
Even in the care-free decade of the nineteen twenties, an
average of 1,500,000 workers per year were care-worn and
tormented by the visitation of unemployment. Between 1922
and 1933, 15 percent of our total man power remained idle
and disdained. When 15,000,000 people walked the streets of
despair in early 1933, we knew at last that the fall and rise
of our national prosperity kept pace with the rise and fall of
unemployment; and we knew that until we solved this baf-
fling enigma, our bravest and sincerest efforts would spend
themselves in vain.

There is no quick relief for unemployment that has reached
its zenith, any more than there is a sure cure during the last
stages of a malignant disease. But the common experience
of many progressive countries has revealed a relatively hu-
mane and economical method of alleviating the sporadic or
seasonal unemployment which occurs even during normal
times. And in'addition to its curative aspects, it is a method
which serves as a check upon fu:ther unemployment. Need-
less to say, this remedy is unemployment insurance.

There are many reasons why unemployment insurance in
the United States should be developed along State lines. The
tremendous expanses of our territory and the infinite va-
riety of our industrial enterprises create totally dissimflar
conditions in different parts of the country. Besides, it
would be unwise to fit an inflexible strait-jacket upon the
entire Nation without testing by comparison in operation the
two or three major proposals for unemployment insurance,
each of which has elements of merit urged by divergent
schools of reputable thought.

At the same time, the disheartening results of 50 years of
agitation for unemployment insurance prove conclusively
that there will be no substantial action unless the Federal
Government plays its part. Less than one-half of 1 percent
of the workers in this country are covered by the much-
heralded private and voluntary plans for their protection.
And so paralyzing has been the fear of unfafr competition by
backward States that only Wisconsin dared to proceed in
splendid isolation by enacting an unemployment-insurance
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law. The very fact that four other States have taken the
same course in the short period of time since the inception
of this measure is the best token of the validity of Federal
encouragement.

The social-security bill sets up two powerful Federal in-
centives to State action. In the first place, it appropriates
$4,000,000 for the fiscal year beginning this June, and author-
izes the appropriation of $49,000,000 for each succeeding
year, to be allocated among the States in the form of sub-
sidies for the administration of such unemployment-insur-
ance laws as they may enact. These subsidies will be on the
basis of need, taking due account of the population of the
respective States, the number of persons covered by their
unemployment-insurance laws, and other relevant factors.

As a second incentive to State action, the bill imposes a
Federal excise tax upon the total pay roll of each employer
engaging four or more workers. This tax is fixed at 1 per-
cent for 1936, 2 percent for 1937, and 3 percent for each suc-
ceeding year. Against this imposition any employer may
offset, up to 90 percent, whatever sums he contributes to
pulsory unemployment-insurance funds created under the
State law. Since tne States will be anxious to draw this
Federal tax back into their own borders, the natural result
will be the enactment of unemployment-insurance laws in
every State.

Practically no restrictions are placed upon the types of
statutes that the States may enact. They may provide
for State-wide pooled funds or for individual company re-
serves. They may exact contributions from employers, or
from employees, or from both. They may add their own con-
tributions if they desire to de so. The only important re-
quirement is that the State law shall be genuinely protective,
and that its revenues shall be devoted exclusively to the pay-
ment of insurance benefits.

UNEMPLOYMENT INSURANCE: FCONOMIC POTENTIALITIES

It is obvious that a 3-percent pay-roll tax cannot be &
panacea for a burden of unemployment such as we have
borne in the past. As contemplated in the present bill, its
protective features would extend to only 24,000,000 people
out of 48,000,000 gainfully employed. At best it would pro-
vide, after a waiting period of 4 weeks, 15 weeks of benefit
payments to the unemployed, at a rate equal to about 50 per-
cent of the working wage, but in no case more than $15.
If the rate of unemployment between 1936 and 1950 should
be the same as it was between 1925 and 1934, the total wage
and salary loss in the covered group of workers would be
$75,000,000,000, or over six times the sum that would be
raised by a 3-percent pay-roll tax.

But such a simple analysis overlooks both the purpose and
the indirect effects of unemployment insurance. In the first
place, it is designed not to supplant, but rather to supple-
ment the public-works projects which must absorb the bulk
of persons who may be disinherited for long periods of time
by private industry. It is designed to provide for intermit-
tent, short term unemployment, a remedy that is more
dignified, more humane, more certain, and more economical
than emergency relief, with its inflated ballyhoo and its de-
flating effect upon the moral stamina of the recipients.

More important, unemployment insurance will scrve a pre-
ventive as well as an ameliorative function. The mere focus
of business attentiveness upon the problems of the jobless
will tend to prolong work, just as the study of life insurance
has tended to increase the length of the average life. The
drive toward the ultimate goal of a stabilized industry will
be quickened by the inauguration of a coordinated Nation-
wide campaign against the most demoralizing of all economic
evils. A provision in the present bill requires that the Federal
tax rebate shall be used to encourage a close connection
between State job-insurance laws and unemployment-ex-
change offices. This provision emphasizes the fact that the
relief of existent unemployment is but a subordinate phase
of the main task of providing work for all who are strong

" and willing.

The bill provides an even more specific incentive to busi-
ness men to diminish the volume of unemployment. If
a State' lJaw permits an employer to reduce the amount of
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his State contribution because of his good employment
record, he may offset against his Federal tax not only the
amount of his actual payment under the State law but also
the amount of the reduction that he has won. For other-
wise he would not benefit in the slightest by securing such a
reduction. This special allowance is designated in the bill as
an “ additional credit.”

At the same time it should be noted that the bill takess
great pains to prevent any State from circumventing the law
by allowing employers such reductions in their contributions.
as would enable them to recapture the Federal tax without
setting up adequate safeguards against unemployment.
Thus it is provided-that a taxpayer who is contributing
to a State-wide pooled fund shall receive an * additional
credit ” from the Federal Government only if the State re-
duction that he has won is based upon his comparatively
good record during at least 3 years of actual compensation
experience. Let us now suppose that a taxpayer is subject
to a State law under which he guarantees to maintain the
employment of a designated group of workers and contributes
to a segregated guaranteed employment fund to cover
breaches in his guaranty. In such case he would be allowed
an “additional credit” only if his guaranty had been per-
fectly fulfilled in the past and if his guaranteed employment
account amounts to at least 7% percent of the pay roll that
it protects. Finally, if a taxpayer is participating in a State.
system whereby each employer maintains an isolated reserve
account for his own workers, his enjoyment of “ additional
credits ” from the Federal Government will be hedged in by
safeguards similar to those strrounding guaranteed accounts.

Added to its salutary effects upon the overt activities of
business men, unemployment insurance will have a stabi-
lizing effect upon industry by providing income in times of
stress for those consumers who otherwise would be without
purchasing power to patronize the markets. By way of illus-
tration, we may examine the likely effects had the present
bill become law in 1922. The 3-percent tax upon pay rolls,
even if we assume, contrary to my own firm opinion, that an
unemployment-insurance system might not have checked
the business decline in the slightest, would have provided
$10,000,000,000 for unemployment relief between 1922 and
1933. It would have provided an accumulative reserve of
$2,000,000,000 in 1929. There can be little doubt that the
prompt release of this reserve flood of purchasing power
would have mitigated and abbreviated the downswing of the
business cycle.

Contrary to these claims are the arguments advanced from
time to time that the taxes involved in unemployment insur-
ance would curtail the purchasing power of the public dur-
ing prosperous times, and thus provoke the advent of de-
pressions. But it should not be overlooked that business
regression is encouraged, not by a general collapse of national
purchasing power, but by an insufficient dispersion of pur-
chasing power among masses of wage earners. A pay roll
tax upon employers alone would intensify this maldistribu-
tion only upon the assumption that the tax would be shifted
entirely to wage earners by means of lower wages or higher
prices or both. To my mind such an assumption is based
upon an overmechanical concept of economic forces. It
accepts bodily the wage fund theory of the classical econo-
mists that real wages can be neither raised nor lowered by
legislation. Its logical corollary is laissez faire. In truth,
the various factors, including custom, bargaining power, and
standards of living, that help to determine wage rates will
not be nullified by the imposition of a pay roll tax. More-
over, the several States may add their contributions to un-
employment insurance by means of the general taxing power,
and thus may exercise their power to redistribute more justly
rather than to concentrate income. Even if we assume that
part of the cost of the insurance would be shifted to wage
earners, the temporary reduction in their purchasing power
would only be a small part of the increased purchasing power
that would be returned to them in benefits when most needed,

Nor is there any ground upon which to rest the claim that
unemployment insurance, by withdrawing money from cir-
culation, might depress the level of business activity. Une
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employment Insurance funds are not buried under the
ground. The present bill requires that all State funds, in
order that contributors to them may qualify for Federal
tax rebates, shall be deposited in separate accounts with the
Secretary of the Treasury. Centralized management of this
reservoir of purchasing power will have a tremendous sta-
bilizing effect upon industrial operations and credit trans-
actions. In addition, it will obviate the necessity of dump-
ing securities upon an overburdened market when hard
times call for the liquidation of unemployment reserves. In-
stead, the United States Government will simply take up the
securities which have been issued to the depositing States.
Or if the Federal Government has elected to issue non-negoti-
able obligations, it may pursue the alternative of canceling
them as they are pald.
OLD AGE DEPENDENCY IN THE UNITED STATES

Partial insecurity in the prime of life is highly provocative
of complete dependency in later years. The needy old are
exonerated from the unjust stigma of improvidence by a
study of income in the United States. It has been revealed
that during the year 1929 about 6,000,000 families living in
dire poverty were able to save nothing. Fifty-nine percent
of all American families, who were earning less than $2,000
each, could save only 1.4 percent of their annual income.
In contrast, a family earning $5,000 saved 17 percent of its
income, while a family earning between $50,000 and $100,000
stored up 44 percent. Viewed in the large, 80 percent of
the families in the United States owned only 2 percent of
the savings, while the remaining 20 percent of the families
accounted for 98 percent of the savings.

Even a momentary glimpse at these statistics makes it
abundantly clear why about one-half of the fotal number
of people in the United States over 65 years of age are de-
pendent. Moreover, the situation is being constantly ag-
gravated by the lengthening span of the average life, by the
general rise in population, and by the technological changes
driving the elderly worker from the factory. While only
3,000,000 inhabitants of this country were more than 65 years
old in 1900, there are about 7,500,000 in this category today,
there will be approximately 13,500,000 by 1960, and 19,000,~
000 by the end of the century. Thus we may expect within
25 years to be confronted by seven or eight million elderly
folk without means of self-support.

The care of the old cannot be left indefinitely to the miser-
ably weak pension laws which exist in only 33 States. Due
to the unusual difficulties which localities always encounter
when attempting to raise money, and to the general lethargy
which surrounds social legislation until it receives some Fed-
eral impetus, the average monthly pension under State legis-
lation is only $15.50 per month. At the present time, to the
Nation’s shame, every person over 65 years of age upon the
pension rolls of the States is matched by three people upon
the relief rolls.

TEMPORARY RELIEF; OLD AGE PENSIONS

To meet these pressing needs, the social security bill in-
augurates a system of Federal subsidies to the States for
old age pensions. For this purpose, there is appropriated
$49,750,000 for the fiscal year 1936, and for each succeeding
year there is authorized to be appropriated whatever amounts
may be necessary to round out the plan. While these grants
will be on an equal matching basis, they will in no case exceed
$15 per month per person. This check upon Federal expendi-
ture will in no wise circumscribe the limits of State ac-
tivity. Those people who bewail that this bill in practice
will limit pensions to $30 per month are shedding crocodile
tears, because the average protection afforded today is less
than half that sum; and because no evidence can be pro-
duced to show that Federal aid will prove an anchor rather
than a propeller to progressive State action.

While a great degree of flexibility is permitted to State
pension systems qualifying for Federal assistance, certain
fundamental requirements must be observed. Relief must
extend to every county in the State, nor can it be denied to
eny needy person who is a citizen of the United States and
who has lived in the State for 1 year immediately preceding
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his application and for any 5 years during the 9 years pre-
ceding his application. This fusion of Federal and State
responsibilities is along well established lines and has proved
uniformly successful in this country.

The claim cannot be sustained that the cost of these pen-
sions will be a greater burden than the country should bear.
If we assume an average pension of $20 per month for each
dependent person, this plan during the first year of its op-
eration will cost the 48 States only $109,000,000, ranging
from $11,000,000 in New York to $107,000 in Vermont.
During the next 15 years, assuming the all-important fact
that we enact contemporaneously the Federal old age bene-
fit plan, the grand total of Federal and State expenditures
for pensions will be only $2,445,000,000, or $163,000,000 per
year. The high water mark will be about $1,200,000,000 in
1860, and will decline thereafter to a level of about $1,000,-
000,000 per year by 1980. Certainly these are not excessive
sums for so great a task in a country as wealthy as ours.

In truth, the argument addressed to cost overlooks the
simple fact that every civilized community does and must
support its old and dependent people in some way. In this
country we have been doing it largely by ineficient relief
methods, by shabby pension systems, and by imposing bur-
dens upon millions of younger members of families, with
consequent impairment of their industrial efficiency, their
morale, and their own opportunities for future independence.
Our present method of dealing with the old is compounding
the rate of old age dependency at terrific speed. More sys-
tematic treatment will involve a saving in material expendi-
tures, a restoration of national self-esteem, and a salvaging
of precious human values.

Fear has been expressed that the enactment of a compre-
hensive system of old age assistance would increase the
number of persons upon the pension rolls. Long citations to
this effect have been drawn from the experience of foreign
countries. But granting the truth of this prediction, it is
totally irrelevant. We might reduce the number of pen-
sioners to zero by abolishing every pension law in every
State. Of course, the enlargement of pension facilities will
multiply the number of people receiving aid, just as the ex-
tension of workmen’s compensation laws has increased the
volume of relief against accidents. But pensions are no
more the cause for poor people growing old than accident
insurance is the cause for people getting hurt. Pensions
do not create the evil; they merely recognize it and provide
the most effective remedy.

PEERMANENT RELIEF: RETIREMENTY BENEFITS

However, sole reliance upon a system of old age gratuities
might provoke unduly large increases in public expenditures,
The cost would rise to $2,500,000,000 per year by 1980. The
proportion of the total population dependent upon such
assistance would rise from 15 percent in 1936 to 50 per-
cent in 1957 and remain stable thereafter. For this reason
it is necessary that the core of old age relief should be not
gratuities but a systematic and actuarially sound system of
earned old age benefits. Such a system, in addition to plac-
ing a governor upon general taxation, will provide an ine
finitely more humane method of dealing with the problem.
Security after a life of work should be a matter of right,
not of charity; it should be a certainty, not a mere ex-
pectancy.

In the long history of agitation for social insurance in
this country, every proposal for consolidated public respon-
sibility has been confronted by the plea that the matter
should be left to the initiative of private enterprise. Thus it
is now urged that all businesses possessing private pension
systems should be exempted entirely from the provisions of
Federal law. The best answer is experience. For a hundred
years the way has been cleared for the development of prie
vate pension systems. But, aside from the railways, only
about 2,000,000 people in the United States are within their
purview. In many cases, even where a system exists, its
protection is unfunded and uncertain. It is amazing to note
that only about 4 percent of the workers covered by such
plans actually draw any bepefits upon retirement. A rapid
labor turnover, or a dismissal for one cause or another, cuts
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short their expectancy before its maturity. Students of this
problem tell us that the encouragement of private pension
systems promotes the antisocial practice of discharging men
in middle age and is closely allied with the company domi-
nated union. Despite claims to the contrary, no private
system provides certain benefits to the run of average workers
which are superior to those contemplated by the pending bill.

But while the Federal plan of old age benefits proposed
under this bill is uniform in its application, there is nothing
that would prevent any private system which might be more
liberal in its terms from supplementing the public system.
The accounting problems involved in such adjustments are
well known and relatively simple.

The social security bill therefore provides a Federal sys-
tem of old age benefits, computed and maintained upon an
actuarial basis. Beginning January 1, 1942, any employee
will be entitled to retire upon reaching the age of 65 or at
any time thereafter, and to receive upon retirement monthly
benefit payments from an “old age fund™ in the United
States Treasury. These benefits will represent a fixed per-
centage of the worker’s earnings between January 1, 1937 and
the time he reaches the age of 65. They will thus depend
upon his average salary and his period of service subsequent
to the inception of the system. Special allowances in the
form of higher rates are to be made for the older workers of
today, who will retire within a comparatively short period
of time. The plan will cover employees of all grades and
salaries, but that part of a man’s annual income above the
first $3,000 will be ignored in calculating benefits.

A few simple figures will convey an idea of the amount
of protection afforded by this system. In the typical case of
a man who works 40 years after the passage of the proposed
law, the monthly benefit payment will be $32.50 if his aver-
age salary has been $50, $51.25 if it has been $.00, $61.25
if it has been $150, and $71.25 if it has been $200. In the
event a person dies before attaining the age of 65, or before
receiving in benefits an amount equal to at least 3!%2 percent
of his earnings between the inception of the system and his
65th birthday, his estate will receive an amount sufficient to
bring his total receipts up to 312 percent of such earnings.

The old age fund for the payment of these benefits will
be maintained by annual appropriations beginning with the
fiscal year ending June 30, 1937. These appropriations will
be based upon actuarial principles and mortality tables, and
will be sufficient to build up an adequate reserve and to pay
3 percent interest thereon.

Only those who know the frightful social cost of old age
dependency will envisage in entirety the human values that
will be salvaged by the establishment of this system. And it
must not be overlooked that industry will receive its full
measure of benefit. The incentive to the retirement of
superannuated workers will improve efficiency standards,
will make new places for the strong and eager, and will in-
crease the productivity of the young by removing from their
shoulders the uneven burden of caring for the old. The
purchasing power that will result from a flood of benefit
payments, beginning with $52,000,000 in 1942 and rising
gradually to $3,511,000,000 in 1980 will have an incalculable
effect upon the maintenance of industrial stability.

VOLUNTARY ANNUITIES

To provide opportunities for self-protection to persons of
modest means who are excluded from the provisions of the
Federal benefit plan, and who do not want to rely upon the
gratnitous pensions, the bill contemplates the sale of an-
nuity bonds by the Federal Government. These shall have
& maturity value not in excess of $100.

PROTECTION OF THE YOUNG, THE MAIMED, AND THE SICK

Certainly the depression that has affected the strong could
not have beenh expected to overlook the weak. Seven million
four hundred thousand children under 16 years of age are
now members of families upon the relief rolls. Only 109,000
families in the United States are receiving aid in the form
of mothers’ pensions under State laws, while at least 300,000
families are in need of such assistance. These pensions,
where in effect, range as low as $7.29 per month per fam-
ily, and are paid in only one-half of the counties within
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the States in which they operate. In addition, there are
300,000 homeless children, 200,000 new delinquents every
year, and perhaps 500,000 who are crippled. For all these
unfortunate groups, as well as for public health, maternal
aid, and the care of the blind, the social security bill makes
modest appropriations along the well developed lines of Fed-
eral subsidies to the States. These grants will be extended
primarily upon a matching basis in order to stimulate the
States to action, but they will take full account of the special
needs of those localities which are genuinely without capacity
to help themselves.
FINANCIAL ASPECTS

The total cost of all of these minor expenditures for the
next 15 years will be less than $2,000,000,000. I have re-
ferred earlier to the special tax for unemployment insur-
ance. Aside from old age pensions, which will be supported
by general revenues, the main outgo will be in connection
with the Federal old age benefits. To cover this, two types
of taxes are imposed.

First, every employer is to pay an excise tax upon his
total pay roll, but no single salary will figure in this com-
putation to an extent greater than $3,000 per year. This
tax will begin.at 1 percent for the calenf~r year 1937, and
will rise by one-half percent every 3 years until it reaches
its maximum of 3 percent for 1949 and subsequent years.

The second tax is to be levied against wages and paid
by employees, at the same rate and upon the same terms as
the employers’ tax. Thus the total burden upon each em-
ployer will be exactly the same as that imposed upon all
of his employees.

The two revenue measures will yleld over $15,000,000,000
by 1950, while the cost of old age benefits until that time
will total only $2,445,000,000. Allowing for interest, the
reserve fund will reach $14,000,000,000 within 15 years.

-_ CONSTITUTIONAL VALIDITY OF THE MEASURE

In examining the constitutionality of this measure we may
pass very quickly over the sections which provide for out-
right Federal subsidies to the States for old age assistance,
for child welfare, for unemployment relief, for public health,
and for maternal care. Analogous grants have formed a part
of the fabric of our Governmrent for half a century. Since
the Maternity Act of 1921 wa s upheld in the case of Massa-
chusetts against Mellon, found in Two hundred and Sixty-
two United States Reports, page 47, I do not believe that
a single reputable authority has questioned the plenary
power-of Congress to extend such assistance,

Let us turn then to the part of the bill which provides for
Federal benefit payments to employees retiring at the age
of 65. It is clear that no distinction ever has been, or
logically can be, drawn between. Federal subsidies to the
States as organic entities and Federal aid to large classes of
stricken individuals. The test in either case is whether the
grant is within the authority of Congress to appropriate
money.

Our Constitution provides, in part, that the Congress shall
have power—

To lay and collect taxes ®* * * to pay the debts and provide
for the common defense and general welfare of the United States.

It is now generally agreed that this general welfare clause
is a restriction upon the power to tax rather than in inde-
pendent grant of legislative authority. But it has been
equally clear for at least 75 years that the power to tax is
coextensive with the power to spend; and that both, far from
being circumscribed by the enumerated powers of Congress,
extend to every tender solicitude for the general welfare.

Hundreds of illustrations come readily to mind where un-
challenged expenditures of Congress have been far more
tenuously linked to the general welfarc than those contem-
plated by the present bill. Congress has appropriated money
for the relief of the distressed inhabitants of other lands.
Can there be less power to ameliorate the wide spread dis-
tress of our own people? Congress has devoted funds to the
extinction of the Mediterranean fruit fly. Was that fly a
greater scourge than unemployment? Congress has pro-
vided generously for the victims of Mississippt River floods.
Are these floods more constant or more dreadful than the
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advent of uncared for old age? Such comparisons invite no
speculation.

Having probed the question of appropriations, let us now
examine the tax sections of the bill. It is indisputable that
the tax imposed upon pay rolls and wages by section 8 is
a genuine revenue measure. It is calculated to raise $300,-
000,000 during the first year of its existence, and $2,000,-
000,000 annually within a dozen years. And when a genuine
revenue measure is in question, the power of Congress to tax
is practically unrestrained. In Flint against Stone Tracy Co.,
reported in Two Hundred and Twenty United States Reports,
page 107, the Supreme Court said:

The Constitution contains only two limitations on the right of
Congress to levy exclse taxes; they must be levied for the public
welfare and are required to be uniform throughout the United
States.

In Brushaber against Union Pacific Railroad, found on
the first page of the Two Hundred and Fortieth volume of
United States Reports, the highest tribunal added that the
authority of Congress to tax “is exhaustive and embraces
every conceivable power of taxation.”

The Flint case also brushed aside the argument that an
excise tax might be invalid because it singled out specific
groups and excluded others. It was there said:

As to the objection that certain organizations, labor, agricul-
tural, and horticultural, fraternal and benevolent societies, loan
and buflding assoctations, and those for religious, charitable, or
educational purposes, are exempted from the operation of the law,
we find nothing in that to invalidate the tax As we have had
frequent occasion to say, the decisions of this Court from an early
date to the present time have emphasized the right of Congress to
select the objects of excise taxation, and within this power to tax
some and leave others untaxed, must be included the right to make
exemptions such as are found {n this act.

Viewed in isolation, there can be no doubt that all of the
excise taxes embodied in the social-security bill are a valid
exercise of congressional power. The only serious question
is whether they may be set aside on the ground that their
real intent is to stimulate social insurance laws by the sev-
eral States, or that they form part of a designing Federal
scheme to invade the provinces reserved for State action.
But no constitutional principle is more firmly embedded in
case law than that no concomitant motive will invalidate an
otherwise valid exercise of the taxing power. In Veazie
Bank against Fenno, reported on page 533 of the eighth vol-
ume of Wallace, the Supreme Court upheld an act of Congress
levying a 10 percent tax upon bank notes issued by State
banks, although the clear intent and the -accomplishment
was to drive these notes out of existence. In McCray against
United States, One Hundred and Ninety-fifth United States
Reports, page 27, sustaining tax measures discriminating
against the sale of yellow oleomargarine, Mr. Justice White
said:

It is self-evident that on thelr face they levy an excise tax.
That being their necessary scope and operation, it follows that
the acts are within the grant of Federal power.

The most persuasive opinion, however, is contained in the
Two Hundred and Forty-ninth volume of United States Re-
ports, at page 86. In the case of United States against
Doremus upholding the constitutionality of the Harrison
Narcotic Act, the Court said:

An act may not be declared unconstitutional because its effect
may be to accomplish another purpose as well as the ralsing of
revenue. If the legislation is within the taxing authority of Con-
gress—that 1s sufficient to sustain it.

And further corroboration by Mr. Justice Sutherland,
writing for the Court, came in Magmano Co. v. Hamilton
(292 v. c. 40), where it was said:

From the beginning of our Government, the courts have sus-
tained taxes although imposed with the collateral intent of effect~
ing ulterior ends which, considered apart, were beyond the con-
stitutional power of the lawmakers to reallze by legislation di-
rectly addressed to their accomplishment.

The further objection may be raised that the excise tax
and the income tax levied by section 8 are invalid because
the measure taken as a whole indicates rather strongly that
these taxes may be used to defray the costs of the special
benefits to workers retiring at the age of 65. While the
Supreme Court has not decided this question, the constitu-
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tionality of the Agricultural Adjustment Act, which went
much further by directing that the proceeds of the taxes
provided for therein should be devoted to specific purposes
elaborated in the same act, was maintained by Judge
Brewster of the United States District Court for Massa-
chusetts. In the case of Franklin Process Co. against Hoosac
Mills Corporation, located at page 552 of the eighth volume of
the Federal Supplement, we read:

‘The act, taken as a whole, leaves no doubt of the legislative
intent to levy the tax for the purposes of defraying the expenses
of ad.minlstermg the act and paying the debts incurred for bene-
fit payme . o It ® & it should appear on the face
of the act that it was calculated to benefit only private interesta,
it would be the duty of the court, I take it, to declare the tax
unlawful. It is not, however, within the province of the court to
substitute 1ts judgment for that of Congress upon the effect of &
particular measure manifestly designed to promote the general
welfare of the people of the United States. It is no objection thas
individuals will derive profit from the consummation of the
legislative policy. Individuals benefit from every bounty, sub-
sidy, or pension provided for by statute, whether Federal or State.

The famous child-labor tax case, embalmed in the Two
Hundred and Fifty-ninth volume of United States Reports,
teginning on page 20, has been cited in opposition, but it is
not applicable. There the Supreme Court said:

In the light of all these features of the act, &a court must be
blind not to see that the so-called *“tax ™ i1s imposed to stop the
employment of children within the age limits prescribed. Its
prohibitory and regulatory eflects and purposes are palpable. All
others can see and understand this. How can we properly shut
our minds to it? * * ¢ So here the so-called “tax” is &
penalty to coerce the people of a State to act as Congress wishes
them to act in respect of a matter completely the business of
the State government under the Federal Constitution.

In marked contrast, the social security bill embraces not -
a penalty but a series of genuine tax provisions. Nor does
it embrace a single regulatory feature extending within the
boundaries of the several States, except the regulations in-
cidental to the collection of all taxes.

The tax embraced in section 9 of the bill involves exactly
the same considerations. Its only additional feature is the
rebate allowed to taxpayers who contribute to unemploy-
ment insurance funds created under State laws. But this
allowance falls squarely under the protection of Florida
against Mellon, as reported in Two Hundred and Seventy-
three United States Reports, at,page 12. There the Pederal
estate tax, under the Revenue Act of 1926, allowed an
exemption, up to 80 percent, based upon the taxpayers’
subjection to similar estate taxes under State law. Florida,
having no such law, claimed the act an unconstitutional
discrimination designed to coerce the States to pattern their
statutes upon the Federal Government's ideal. These ob-
jections were overruled, Mr. Justice Sutherland stating in
the opinion of the Supreme Court that—

The contention that the Federal tax Is not uniform because
other States impose inheritance taxes, while Florida does not, is
without merit. Congress cannot accommodate its legislation to
the conflicting or dissimilar laws of the several States nor control
the diverse conditions to be found in the various States which
necessarily work unlike results from the enforcement of the same
tax. All that the Constitution (art. 1, sec. 8, cl. 1) requires is
that the law shall be uniform in the sense that by its provisions
ght: tg:le of liability shall be the same in all parts of the United

There remains to be considered only the extent to which
the very recent decision of the Supreme Court in Railroad
Retirement Board against the Alton Railroad Co. affects the
Federal old-age benefit system. Insofar as that case went
upon the ground that there was no direct relationship bee
tween the regulation of interstate commerce and the re-
tirement of superannuated workers, it has no * earing here.
The present bill is based not upon the commeice power but
upon the power to tax and to spend for public purposes.
But it may be argued that the decision in the Alton case
threatens the present project with extinction under the due-
process clause, since it held that the pooled funds arrange-
ment embodied in the railroad retirement law violated ths
fifth amendment. But the Supreme Court in that case was
tremendously influenced by the specific provisions of the
particular pooling system under fire, particularly in its ap-
plication to past periods of service, and it is far from cer-
tain that the Court intended to strike down every Con-
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gressional attempt to spread the incidence of major indus-
trial risks.

It is doubly hard to believe that the Court desired to
sound the death knell of all forms of social insurance, in
view of its broad language in Malton Timber Co. v. Wash-
ington (243 U. S. 219), upholding a State workmen’s com-
pensation act.

The opinion said:

To the criticism that carefully managed plants are in effect
required to make good. the losses arising through the negligence
of their competitors, it is sufficient to say that the act recognizes
that no management, however careful, can afford immunity from
Personal injuries to employees in hazardous occupations, and
prescribes that negligence is not to be the determinative of the
question of responsibility of the employer or the industry. Taking
the fact that accidental injuries are finevitable, in connection
with the imposstbility of foreseeing when, or in what particular
plant or industry they will occur, we deem that the State acted
within its power in declaring that no employer should conduct
such an industry, without making fairly apportioned contribu-
tions adequate to maintain a public fund for indemnifying in-
Jured employees and the dependents of those killed, irrespective
of the particular plant in which the accident might happen to
occeur. .

In my opinion, this decision is precisely applicable to old
age and unemployment insecurity. But irrespective of the
shadows that the Alton case may cast upon the validity of
pooled funds, there is the further consideration that the
social-security bill makes no provisions for pooling as that
term has been understood. The old age benefits are paid,
not from a pool, but from an account fed by appropriations
from the general funds of the United States. If this pro-
cedure constitutes pooling within the prohibition of the Alton
case, then it is hard to conceive of a Federal expenditure
that would merit the sanction of the Supreme Court.

The decision of the Supreme Court in the case of A. L. A.
Schechter Poultry Corporation against United States invali-
dating certain features of the National Industrial Recovery
Auev 11aS no application to the pending bill, which contem-
plates neither delegation of power nor the extension of
Federal authority under the commerce clause.

The social-security bill embraces objectives that have
driven their appeal to the conscience and intelligence of the
entire Nation. We must take the old people who have been
disinherited by our economic system and make them free
men in fact as well as in name. We must not let misfortune
twist the lives of the young. We must tear down the house
of misery in which dwell the unemployed. - We must remain
aware that business stability and prosperity are the founda-
tion of all our efforts. In all these things we are united, and
in this unity we shall move forward to an era of greater
security and happiness.

Mr. LONG. Mr. President, I should like to ask the Senator
from New York a question.

Mr. WAGNER. 1 yield.

. Mr. LONG. I understand that, under the proposed plan,
if a State put up its $15 per person, the United States would
contribute its $15, so that the State could pay the person
above the specified age $30 a month.

Mr. WAGNER. Mr. President, the Senator from Louisiang
[Mr. LonG] refers only to the old-age-pension feature of the
bill.

Mr. LONG. I understand. The point I wish to make is
this. Let us take a State like Mississippi. The taxes of
the State of Mississippi are already so high that half the
property in that State was advertised for sale at a tax sale
a year or so ago. If they should meet the requirements of
the $15 to every person within the pensionable age it would
require taxes for pensions alone in that State in excess of
the total taxes now collected by the State of Mississippi, and
that is only a small part of the bill, as the Senator says.
I shall propose an amendment to the bill, on Monday, per-
haps—I hope to have it looked over by that time by some
parties whom I wish to consult—so that these benefits may
be paid without taxing any laboring man, without taxing
any poor man, without a State having to tax its property.
I will propose that the Federal Government shall furnish
the States the money with which to pay the old-age pen-
slons, and other things of the kind, by levying a graduated
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tax only on those, wherever they may live, whose wealth
Is in excess of 100 times the average family fortune, and
graduate it from that figure up.

In other words, under the amendment, which I hope I
may have the support of the Senator from New York in
having adopted, I think we can actually grant the benefits
proposed under the bill without imposing burdens upon the
people to whom we are supposed to be giving benefits, by
levying a graduated tax to be paid only by those whose
fortunes begin at not less than 100 times the average family
fortune.

Mr. WAGNER. Of course, I am not in a position either
to support or refuse to support the proposed amendment
until I have a chance to read it.

Mr. LONG. I know that.

Mr. WAGNER. Under the old-age-pension feature of
the bill, the money is to be paid in entirety by the taxpayers
of the United States and of the States.

Mr. LONG. I understand. I do not expect the Senator
to commit himself. I know his heart is already open on
this kind of a matter, and I want to ask him to keep his
mind open.

Mr. FLETCHER. Mr. President, will the Senator from
Louisiana permit me to ask the Senator from New York a
question?

Mr. LONG. I yield.

Mr. FLETCHER. There are some organizations, some in-
corporations, which are already operating certain pension
plans of their own. Are they taken into consideration in the
bill? In other words, will the people who have been for years
participating in plans which have been in successful opera-
tion lose all they have been entitled to?

Mr. WAGNER. So far as past acts are concerned, any
potential benefits that have accrued to workers through con-
tribution by employers or employees, or both, are in no way
affected by this bill. Any worker retiring at any time in the
future may receive in full whatever has been stored up in
his behalf. The only question is whether employers, by con-
tinuing their contributions to private systems in the future,
should be allowed to escape the provisions of this bill. I
strongly urge that they should not. These private systems
are not extensive in the United States, and a study shows
that only about 4 percent of the workers under them actually
draw benefits. In many cases men are discharged in middle
life and never receive the benefits.

In addition, the private systems increase the immobility of
the workers. I think a system that makes a man free to
leave his employment and still enjoy a pension in old age is
preferable to one that glues him to a particular job. But
there is nothing in the bill that prevents an employer from
being more generous with his workers than the Federal plan
requires. He may easily supplement the Federal plan with
one of his own.

Mr. NORRIS. Mr. President, the question of the Senator
from Florida leads me to ask another question of the Senator
from New York, going, I think, a little further along the line
of the Senator’s question.

Let us take a concrete case. I understand the Pennsyl-
vania Railroad has a pension system. I do not know any-
thing about its details, but I am assuming that it has been
very successful, a system in which the employees contribute
a portion of the funds from which the employees receive pen-
sions after retirement.

If a man had been an employee of the Pennsylvania Rail-
road for 25 or 30 years at the time this proposed law went
into effect, he would have a very considerable interest in that
pension system. What effect would the enactment of this
measure have on that man and on that system?

Mr. WAGNER. There is no absolute obligation that the
railroad pay the pension. It is a pure gratuity, and the
promise may be revoked before fulfillment.

Mr. NORRIS. Then perhaps we ought to take an example
a little different from that. AsI have said, I am not familiar
with this pension matter, but I should like to ask the Sena-
tor this question. Under some of the systems where the
employer has been contributing, as well as the employee,
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where the employee has been contributing for a number of
years, and old age is about to come upon him, and he has a
direct interest in the fund, what Is going to happen to him?

Mr. WAGNER. There is nothing to interfere with an
employer paying at any time in the future whatever pen-
sions have accrued due to action already undertaken. And
as to future undertakings, he has a perfect right to supple-
Eent whatever money may come out of the Federal pension

nds,

Mr. NORRIS. Let us take a concrete case. The proposed
law would provide for levying a tax on both the employer
and the employee, running ultimately to 3 percent. Under
the old system, we will assume, it was something different.

Mr. WAGNER. The employee has no assurance under the
old system.

Mr. NORRIS. I know he has no assurance, but even if
he has no assurance, it has been operating for a good many
years, a great many people are getting benefits from it, and
no one would want to destroy it if it is possible to avoid it.
What would happen in that kind of a case?

Mr. WAGNER. In the first place these voluntary associa-
tions are not as widespread as the Senator assumes.

Mr. NORRIS. That may be true. I am asking the ques-
tion, I may say to the Senator, not as a critic; I am as much
in favor of the proposed legislation as the Senator is. How-
ever, I do not want to do any harm to any other system,
which may involve both the employer and employee, since
they have invested money in a fund or something of the
kind, which would make it unfair, for instance, to levy an
additional tax upon those people.

Mr. WAGNER. There is no additional tax, because these
taxes operate only in the future. The employer Is at liberty
not to continue his private contributions in the future.
Nothing destroys what he has done in the past, or prevents
the employees from reaping the benefits of what he has
done. All this bill provides is that, as to the future, the
worker will have the absolutely sure protection of a public
system.

Mr. NORRIS. I see that.

Mr. WAGNER. Whereas under these private systems the
worker depends upon a mere matter of generosity.

Mr. NORRIS. I understand that.

Mr. WAGNER. X the firm fails, the employee loses his
pension.

Mr. NORRIS. That is true.

Mr. WAGNER. But there is nothing to interfere with an
employer who may desire to be more genercus than the law.

Mr. NORRIS. I understand that,

Mr. WAGNER. That is all that happens.

Mr. NORRIS. That does not answer the question, if the
Senator will allow me to say so, in the particular case I cited.

Mr. WAGNER. There is nothing to destroy such a system
as the Senator assumes, except that in the future the em-
ployer and the employee are taxed to help finance the public
system.

Mr, NORRIS. I hope there is nothing to destroy it, but if
they are paying under a system which has been in operation
for years, and then they are called upon to pay into this sys-
tem in addition to that, it might mean a burden which would
be unfair.

Mr. WAGNER. The Senatar refers to the employee?

Mr. NORRIS. And the employer.

Mr. WAGNER. There is no double payment, because the
employer can wind up the old system. Asto what has already
been paid under it, the worker has a vested right to what-
ever contributions he has made. He does not lose that money.

Mr. NORRIS. If he had such a vested right, he would not
get it under this bill; he would get it as a matter of law.
There may be some systems under which he would not.

Mr. WAGNER. An effort will be made upon this floor to
perpetuate private systems in the future; but I think it is
& very undesirable thing.

Mz, NORRIS. T think I agree with the Senator, I do
not wan{ to do anything to interfere with the operation of
this measure, which I think is one of the most forward steps
we have taken in a great many years, but, at the same time,
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I should hate to have the system injure other systems, some
of which, in years past, have done a magnificent work.

Mr. WAGNER, I do not see how this plan can possibly
injure or interfere with what these private systems have
done, or with money already paid in to pay future benefits.
These benefits may still be paid. There are bound to be
some minor difficulties of adjustment, just as there were in
relation to the workmen’s compensation laws. At the time
they were adopted there were some States where workers
were paid greater compensation for injuries under the pri-
vate plans than were provided by the new laws. But in
order to protect all the other workers, it was necessary to
pass mandatory legislation.

Mr. HARRISON. Mr. President, I ask unanimous consent
that there be inserted in the Recorp at this point a very
illuminating article written by Mr. Edwin E. Witte, execu~
tive director Committee on Economic Security, on the ques-
tion of private pension plans.

The PRESIDING OFFICER. Without okjection, it is so
ordered. .

The article referred to is as follows:

SOME REASONS WHY EMPLOYERS MAINTAINING INDUSIRIAL RETIAS-
MENT SYSTEMS SHOULD Nor BX ExXeMPTED Faom THE Tax IMrosED
IN TrrLE VIII OF THE SOCIAL SECURITY AC?

(By Edwin E. Witte, executive director Committee on Economic

Security, June 13, 1935)

I. RELATIVELY FEW EXISTING PRIVATE INDUSTRIAL RETIREMENT SYSTEMS
GIVE AS ADEQUATE PROTECTION TO THE EMPLOYEES THEY INCLUDE AS
THEY WILL RECEIVE UNDER TITLE II OF THE SOCIAL SECURITY ACT

Up-to-date f{nformation regarding industrial pension plans is very
scant. The exhaustive study by Murray W. Latimer, Industrial
Pensfons Systems in the United States and Canada, brings the
story down only to the early months of 1932. Since then there has
been a considerable increase in the number of group anmuity
policies issued by insurance companies; and despite some abandon-
donments, some fncreases f{n the total number of industrial pen-
sfon plans. In May 1932 there were, according to Latimer, 434
fndustrial pension plans, exclusive of raflroad companies.
having such plans employed approximately 2,000,000 employees.
Mr. Forster testified in the Senate hearings on the Socfal Security
Act that there are now fn the nefghborhood of 600 fndustrial pen-
sion plans applicable to a total of between two and three million
employees. Three hundred of these plaps involve Insurance
through insurance companies, and, according to Mr. Forster, these
plans apply to 1,000,000 employees. The information furnished by
the Equitable Life Assurance Socfety, which {s included in the
Senate hearings on page 725, agrees fairly well with this estimate
of Mr. Forster’s as to the number of group annuity plans which
are insured through Insurance companfes, reporting that there
were 325 such plans in operation in December 1934. The number
of employees reported covered, however, was very much smaller
than estimated by Mr. Forster, being only 290,000.

The 600, or thereabouts, pension plans now in operation differ
greatly as to their provisions. The following general statements,
however, are belfeved to accurately summarize, in general terms,
some of the principal featur2s of these plans;

1. Many tndustrial pension plans have no reserves whatsoever,
or only very inadequate reserves. This statement does not apply
to the 325 plans which are fnsured through the insurance com-
panies, and also does not apply to some of the noninsured plans,
While the insured plans are one-half of the total number, they
have only about one-tenth of the employees covered in Industrial
pension plans.

2. The benefits payable under a majority of the industrial pen-
sion plans are less than those to which employees will become
entitled under title II of the Socfal Security Act. Under title II
the annuity rate is one-half of 1 percent per month (6 percent
per year) of the first §3,000 of the earnings of the employee dur-
ing his industrial lifetime; one-twelfth of 1 percent per month
(1 percent per year) of the earnlngs between $3,000 and $45,000;
and one twenty-fourth of 1 percent per month (one-half of 1 per-
cent per year) of the earnings {n excess of $45,000. In practically
all cases this figures out as an annual annuity of at least 114
percent of the employee's total earnings. Latimer’s study of more
than 400 fndustrial pension plans fn 1932 revealed that the msa-
Jority of these plans provide for an annuity (annual) of 1 percent
per year, and only 25 percent have an annuity rate of above 114
percent,

3. Few, if any, of the existing irndustrial pension plans make
any provisions for the transfer of credits when an employece leaves
employment to take work elsewhere. The most Iiberal of the plans
provides that this employee shall in such a case get back the
maopey he personally contributed; in no case does the employee
get all of the contributions standing to his credit unless he re-
mafns with the company until age of retirement.

4. Practically all industrial pension plans provide for payment of
annuity bepefits only to employees who remain in employmeng
until they reach the retirement age (with the variation that many
plans provide for payment of death henefits to the estates of em-
Ployees who die before reaching the retirement age). Fully onee
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half of all iIndustrial employees lose their jobs or retire voluntarily
before they reach age 65. Under the existing industrial pens;lon
plans such employees who quit work or voluntarily retire before
they reach the retirement age get no benefits at all, except for
the rate, in some cases, of the money they themselves have con-
tributed.

5. Most of the industrial pension plans can be discontinued at
the option of the employer. This applies particularly to uninsured
plans, which almost invariably are noncontractual. It is well-
settled law that employees have no redress when employers dis-
continue or modify industrial pension plans, even if they have
already been retired on a pension.

IXI. THERE IS NOTHING IN THE SOCIAL SECURITY ACT (AS A MATTER OF
LAW) WHICH WILL COMPEL ANY EXISTING PLAN TO BE DISCONTINUED
OR WHICH WILL IN ANY MANNER AFFECT THE RETIREMENT ALLOW=-
ANCES OF EMPLOYEES ALREADY PENSIONED

The question at issue is one of tax exemption, not of the right
to continue industrial pension plans. The Social Security Act does
not outlaw industrial pension plans or regulate them in any man-
ner. Employers may feel that they cannot pay the taxes imposed
in title VIII and also continue their industrial pension plans, but
they are not prevented from doing so.

With regard to employees already retired, not only is there
nothing in the bill which would require employers to discontinue
or modify the pension grants already made, but it would be out-
rageous for them to use this bill as an excuse for doing so. Under
a proper industrial pension plan reserves have been created for
the payment of the pensions to people who have been retired.
Under most of the existing plans the employers can discontinue
the pensions at any time, but if they use the Social Security Act
as an excuse for doing so they are exhibiting gross bad faith.

III. WHETHER OR NOT EMPLOYEES ARE EXEMPTED FROM THE TAX IM-
POSED IN TITLE VIII, ALL OR NEARLY ALL OF THE EXISTING INDUSTRIAL
PENSION PLANS WILL HAVE TO BE FUNDAMENTALLY ALTERED

It is inconceivable that Congress will grant exemptions to in-
dustrial pension plans which do not provide for transfer of credits
or payment of benefits to employees who leave employment be-
fore the retirement age. Few, if any, of the existing plans provide
for such transfer of credits. Most of the uninsured plans fur-
ther provide that the employers may discontinue these plans
at their option, and these clauses will certainly have to be elimi-
nated before the Social Security Board can make the finding that
these plans give as liberal benefits as those under the Social
Security Act. Changes in these provisions will necessitate changes
also in the rate of contributions or the benefit scale, or both,
since the cost of the industrial pension plans is figured on the as-
sumption that the great majority of all persons hired will never
qualify for pensions. In short, all or practically all existing in-
dustrial pension plans will have to be fundamentally recast
whether the employers are exempted from the tax in title VIII
or not.

IV, IT WILL NOT BE APPRECIABLY, IF AT ALL, MORE DIFFICULT TO ALTER
THE EXISTING INDUSTRIAL PENSION PLANS TO GIVE BENEFITS SUP-
PLEMENTAL TO THOSE UNDER TITLE II THAN ™0 ALTER THESE PLANS
TO MEET THE CONDITIONS WHICH MUST BE .MPOSED IF EMPLOYERS
ARE TO BE EXEMPTED FROM THE TAX IN TITLE VIII

A considerable number of firms with industrial pension plans
have already announced that if the Social Security Act is passed
they will alter their present plans to give only supplemental
benefits to those which will be received by employees under the
provisions of title II. Progressive employers will gain many ad-
vantages through such supplemental benefit plans. To set up
such supplemental plans will require extensive changes in the
present industrial pension plans; but there are no insurmountable
obstacles. Mr. Folsom of the Eastman Kodak Co. has stated that
in France this company maintains an industrial pension plan
supplemental to the governmental plan and has had no difficulty
with this plan.

As noted under III above, all or nearly all existing industrial
pension plans will have to be very materially modified even if
an amendment is adopted to exempt employers who maintain ap-
proved plans from the tax imposed in title VIII. These changes
will at least, in many cases, have to be quite as extensive as those
which are necessary to convert the existing plans into plans giving
sAupplemental benefits to those provided under the Social Security

ct.

V. THE EXEMPTION OF EMPLOYERS HAVING INDUSTRIAL PENSION PLANS

FROM THE TAX IMPOSED IN TITLE VIII 1S UNFAIR TO OTHER

EMPLOYERS

In all amendments which have been proposed, employers are
not required to elect whether they wish to be exempted for all
their employees or to be included within the provisions of the
Social Security Act. The amendments proposed contemplate that
some of the employees only of the exempted employers are to
be outside of the act. This 18 done on the theory that the em-
ployees shall be left free to determine for themselves whether
the industrial pension plan 18 more favorable to them or the
Social Security Act.

Actually, most industrial pension plans treat all employees
alike, which means all employees either are better or worse off
ander the findustrial pension system than under the Social
Security Act. The freedom of an individual employee to choose
under which plan he will come is inserted in the proposed amend-
ments, not for the benefit of the employees, but for the benefit
of the employers. Under the Bocial Security Act a higher per-
centage for computing annuities applies to employees who have

CONGRESSIONAL RECORD—SENATE

JUNE 14

relatively small total earnings, This gives £n advantage to the
employees who make contributions for a relatively short time—
that is, to the workers who are now half old. If one of the pro-
posed exemption amendments is adopted and individual em-
ployees are allowed to choose which plan they prefer, it is very
natural that the older employees will be the ones who are brought
under the Social Security Act. These employees will get a dis-
proportionate share of the benefits and the employers who have
the industrial pension plans will thereby escape a part of the
liability which they ought to help to bear.

VI. EMPLOYERS WILL GAIN NOTHING THROUGH EXEMPTION, EXCEPT IN-
SOFAR AS THEY ARE ABLE TO TRANSFER THE BURDEN OF PROVIDING
PENSIONS FOR THEIR OLDER EMPLOYEES TO THE NATIONAL FUND

Under existing plans which are at all adequate the rate of con-
tributions required from employers is at least 3 percent. This is
the maximum rate that employers will have to pay under the
Social Security Act, and that rate will not apply until 1949.

The only way that employers can gain through exemption is
through having only their younger employees in the industrial
pension plans while the older workers are within the national
system. Through such a method employers can pay higher bene-
fits to their younger workers because they escape the accrued
liability for their older employees. As noted previously, however,
this is at the expense of other employers who operate without an
exemption.

VIO. EXEMPTION OF INDUSTRIAL PENSION PLANS LEAVES THE DOOR OPEN
TO GRAVE ABUSES OF EMPLOYMENT POLICIES

Where employers have private industrial pension plans they can
greatly reduce the cost of such plans through employing as few
workers of middle age or older as possible. The labor unions have
often claimed that this is a policy of many of the firms which
now have industrial pension plans. Whether this claim is correct
or not, it is evident that such abuses are possible, and there is
nothing in any amendments proposed which in any manner guards
against this danger.

In this connection it should be noted that the arguments which
can legitimately be made in support of individual employer unems-
ployment reserves do not apply to private industrial pension plans,
Individual employer accounts in unemployment compensation are
advocated because they are expected to reduce unemployment
since the employers must pay for the cost of their own unemploy-
ment. In industrial pension plans employers will likewise try to
keep down costs, and can do so by employing as few older workers
as possible, or by getting these older workers to come under the
national system. Old age, however, 18 a very different risk from
unemployment, inasmuch as everybody gets old. While it is
socially desirable that unemployment should be reduced to a
minimum, it is socially. undesirable that the workers past middle
age should be barred from employment.

VIII. THE ADOPTION OF AN EXEMPTION AMENDMENT WILL VERY 'cm'rl.r
INCREASE THE DIFFICULTIES OF ADMINISTERING THE SOCIAL SECURITY
ACT

One great difficulty will be to determine whether an industrial
pPension plan does or does not provide benefits which are more
liberal than those which are provided under title II of the Social
Security Act. An industrial pension plan, for instance, may allow
annuities at a hjgher rate than does title II, but may apply (as
is common) only to employees who have been with the firm for
6 months, a year, or other specified period of time. Is such s
plan more liberal than title IF? Similarly, an industrial pension
plan may make no provisions for death benefits, although being
distinctly more liberal than title II in regard to annuity allow-
ances. Many other similar questions-are certaln to arise, and the
Social Security Board will face an almost impossible task in try-
ing to measure equivalents.

Another factor which will greatly increase the administrative
difficulties is the necessity for including in any exemption amend-
ment provisions governing taxes or credits when employecs leave
the employment of exempted firms. Such provisions are abso-
lutely essential since the purpose of the Social Security Act is to
provide old-age security for all industrial workers. If an exemp-
tion is allowed, there must either be a provision for the transfer
of the accumulated reserve funds or for back payment of the
taxes which the exempted employers would have had to pay on
account of the employees who have left their employment and
have come into the national fund. In either case, the computa-
tions will be most difficult. Transfers from plant to plant are
very common in American industry, and in the normal case occur
many times during the life of an industrial worker.

IX, THE ADOPTION OF AN EXEMPTION AMENDMENT WOULD PROBABLY
MAKE TITLE VIII UNCONSTITUTIONAL

The constitutionality of the tax imposed in title VIII depends
upon whether this is a genuine tax levy or a subterfuge for an
unconstitutional regulation of intrastate commerce. If an ex-
emption is allowed from the tax in title VIII to employers who
establish approved industrial pension plans, it is evident on its
face that it is not a genuine tax levy.
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SOCIAL SECURITY

The Senate resumed the consideration of the bill (H. R.
7260) to provide for the general welfare by establishing a
system of Federal old-age benefits, and by enabling the sev-
eral States to make more adequate provision for aged per-
sons, dependent and crippled children, maternal and child
welfare, public health, and the administration of their unem-
ployment compensation laws; to establish a Social Security
Board; to raise revenue; and for other purposes.

WHO SHALL BE TAXED-—THE BEGGAR OR THE MULTIMILLIONAIRK?

Mr. LONG. Mr. President, I hope I may have the atten-
tion of the Senators from New York, Mississippi, and other
States who are interested in the bill.

On Monday I shall offer a plan which Y believe ought to
meet a very hearty response from those who are actually
interested in social security. I do not think there is any-
body here who believes he is going to do the working man
or poor man any good with a pension or unemployment
plan if he is levying upon him a tax which will be as heavy
as the good he will get out of it. In other words, already
the working man in this country is underpaid. He does not
receive a subsistence wage. He is not able to lay up any-
thing, because he does not earn as much as it would take
to buy the bare necessities of life, and only a very small
percentage of our people—less than 4 percent of them-—earn
as much as their bare subsistence costs within the same
period of time,

Those are not my figures alone, Mr. President. Those are
the figures which have been gleaned by many disinterested
publications, and by the Government itself.

Mr. WAGNER. Mr. President, I have said that time and
time again.

Mr. LONG. That is all the more reason why my amend-
ment should be sponsored by the Senator from New York,
who, I am glad to say, has said it time and time again, and
T have heard him say {¥. When we realize that 96 percent
of our people make less than is needed for bare subsistence,
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we know that those people who not only have none of the
luxuries of life, who do not have the conveniences of life,
and who, in fact, have far less than the bare essentials of
life, certainly those people should not be taxed for the
purpose of their own relief. Such is like trying to pull &
sick man up out of his sick bed by his bootstraps when
he has not even a boot on his foot.

Therefore, I am heartily in favor of all the systems of
relief contemplated by the bill.

I think I am the first Member of this body ever to propose
an old-age pension and much of this legislation by any reso-
lution or by any bill which has been introduced in the Sen-
ate. I think I introduced in the United States Congress
the first effort to grant an old-age pension to the people
of the United States.

Mr. President, if we admit—as the Senator from New
York says, and as I have confirmed, and we are both on solid
ground—that 96 percent of the people of the United States
earn far less than the bare essentials of life, earn less than
will buy luxuries or even conveniences, earn even less than
it takes to buy what the United States Government says is
necessary to keep together soul and body, hair and hide,
then certainly we do not wish to levy on those people a tax
for any future benefits when they must live today and are
not making a living today.

Only a week or two ago I saw published a table which
showed that over 95 percent of the savings of the American
people from their earnings are saved by something like 3
percent of the people. The table showed that something
like one-half of the people did not earn enough to save
anything at all, and that about one-half of the people, I
think, earned so little that even by starving themselves
their savings were infinitesimal and amounted to almost
nothing. That is one reason why I say to the Senate that
if we tax the beggar in his youth—and 96 percent of our
people, nearly all of them are more or less beggars when
they are making a subsistence wage—to provide for the
beggar in his old age, we are not helping the bezgar very
much.

Further than that, I wish to say that there are States in
the Union, such as the State of Mississippt, that have no
natural resources to tax, except bare land. The State of
Mississippi has no oil, it has no gas, it has no sulphur, it
has no sait. The State of Mississippi has not even & fishing
ground. That State has to get its shrimp, its crabs, and
most of the fish used in the State from outside its bound-
aries. Most of its fish have to be taken out of the Gulf of
Mexico in the waiers of the State of Louisiana, and the
fishermen have to pay a tax to the State of Louisiana before
the fish can be carried by boat to the State of Mississippi,
where the canning factories undertake to put them into
cantainers for the market.

The State of Mississippt has been very badly off through
no fault of its people. Many of my relatives live in the
State of Mississippf. I have traveled thaf State from one
end to the other, and from one side of the State to the
other.

It is said by authorities of the State of Mississippl that
it it were called upon to supply its one-half of the money
for pensions alone—not for all the other things that it is
proposed to do by way of social relief in this bill—if the
State of Mississippi were called upon to supply the $15 a
month that is needed for old-age pensions alone, it would
take more money than the entire tax revenues of the State
of Mississippi. That does not include unemployment insur-
ance nor does {t include many other features of this bill.
It is a physical impossibility for the money to be raised in
that way. It never can be done. It never will be done.

Mr. BARKLEY. Mr. President, will the Senator yield?

Mr. LONG. 1 yleld.

Mr. BARKLEY. The statement which the Senator makes
fs rather surprising to me—that the amount necessary to
be raised by the State of Mississippi, for instance, in order
to match the $15 per month to all those eligible for pen-
sions under this bill, would amount to more than all the
taxes for all State purposes. Has the Senator & Nst or
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table showing the number of eligibles in the State who
would be entitled to this pension, and has he multiplied
that number by the $15 a month or $180 a year which
would be the minimum, so that he is sure his statement is
correct?

Mr. LONG. Yes. I shall be glad to give the Senator the
figures tomorrow morning, word by word and letter by
letter. There is no material difference. I based my state-
ment upon figures given me from the State of Mississippi.
The Governor of the State, Governor Co:anor, gave me the
information I am now giving. I shall be glad to get the
figures and give them to the Senator.

Mr. BARKLEY. Does the Senator contend that that in-
formation will apply to all the States?

Mr. LONG. I am coming to that. It will apply to many
of the States. As a matter of fact, it will apply to a large
number of the States. Unfortunately, those who have the
wealth to pay would domicile themselves in States where
they would be less affected by taxation.

For example, we put on an income tax in Louisiana. Al-
ready there are men who are going to locate themselves in
other States to keep from paying the little income tax of
from 2 to 6 percent to the State of Louisiana.

I know that these figures are substantially correct, and I
know that this bill is even less than a shadow. It takes the
principles incorporated in the bills or resolutions I have
heretofore offered in the Senate, and it proposes to do what
is contained in some of them; but no man would ever re-
ceive 5 cents’ worth of anything if it should be carried out.
It would simply mean that the laboring man receiving less
than a wage on which he can live would not only pay for a
pension, something he cannot now pay, but the cost of col-
lecting the payment from him would be deducted from the
amount received.

Mr. WAGNER. Mr. President, will the Senator yield?

Mr. LONG. 1 yield.

Mr. WAGNER, Has the State of Louisiana passed any
law providing for old-age pensions?

Mr. LGNG. We have a local pauper assistance law. The
State of Louisiana has done much social-security work, in-
cluding what are known as the “ paupers.” We do not call
our payments “ old-age pensions ”, and they are not old-age
pensions, no more than the people to be paid by this bill.
This ought to be called a “ pauper’s bill 7, because we do not
give an old-age pension when we require a man to take a
pauper’s oath and prove that he is not able to live without
the so-called “ pension.”

I want to show Senators how this measure will act. In
Louisiana we had a free-schoolbook law. All that a child
had to do to get free schoolbooks was to take the pauper’s
oath, or to make out a declaration that the father and
mother did not have the means with which to buy school-
books. That was a thing that we could not get the chil-
dren of Louisiana to do. They would rather stay away from
school than to make the pauper’s declaration that their par-
ents were not able to buy books for them. So what we did
in Louisiana on this social-security work—I call it social-
security work; education comes within that purview, I be-
lieve—was to provide that every child could have free
schoolbooks whether he did or did not take the oath of a
pauper. The books came to him as an absolute matter of
right. Every child used free schoolbooks. None, rich or
poor, used any other kind.

‘We have here what Senators call an “ old-age pension”
bill. We never have said that we had old-age pensions in
Louisiana, but to some extent we have what there is con-
tained in this bill. We call it a “ pauper’s law ”, under which
in some cases a man is given a pension. As many as 500
persons are beneficiaries of that law in one parish in my
State—in other States it would be called a “ county "—and
I understand the parish St. Landry has at one time had a
large number, maybe nearly as many as I have mentioned;
at least it did have at one time, if it has not now. Under
that State law an annuity of $12 or $15 a month is granted
to those in a helpless condition. That is what we call a
“ pauper’s aid”, given to the beneficiaries by the county
board or the governing authorities, by what we call in
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Louisiana the “ parish police jury.” Let me say that resort
to that law, of course, has been restricted. Very few people
want to take a pauper’s oath, and the subdivisions of the
State wculd not be able to pay the annuity if many applied
for it.

There is only one kind of old-age pension that is worth
anything, and that is a universal pension. If pensions are
paid only to those who can satisfy the governing authorities
by proof that they are unable to care for themselves and that
a pension is necessary for their welfare, immediately the dis-
pensation of the pension fund is subjected to politics of the
locality, and it is within the power of the local authorities
to say at any time they want to, “ John Smith does not need
this pension ”, or “John Smith is not entitled to this pen-
sion ”; or, if not that, the applicant is at least forced to de-
grade himself by proving that he is a pauper before he can
go on the rolls. The only kind of a pension that is worth
anything whatever to the people of the United States is one
that is paid without people having to place themselves in the
attitude of being paupers or indigents in order to get it.
Therefore, if I were writing this bill, I would strike out the
proviso which requires that only those coming within its
qualifications, who might be said to be paupers, shall be paid
pensions; and I would give a pension to every man who had
reached 60 years of age and whose income did not exceed a
certain amount or the value of whose property did not exceed
a certain amount. That is the only basis upon which to put
an old-age pension and make it practicable and feasible,

Secondly, if we are going to pay old-age pensions this
Government ought to do it. I would not have prog2>ced that
in the Senate had I not thought that it ought to have been
done as one of the elements of social security. Let us pen-
sion a man and not tax a man for the pension. If we are
going to tax my son and my daughter and collect out of
their weekly pay roll a sufficient amount to pay my pension
and are going to take out the cost of administration from
that and give me what is left for a pension, J do not know
but that I would be better off if I took suck surplus as my
son and my daughter might be able to give me, without going
to the expense of paying the administrative costs in Wash-
ington.

Mr. NORRIS. Mr. President——

The PRESIDING OFFICER. Does the Senator from
Louisiana yield to the Senator from Nebraska?

Mr. LONG. I yleld.

Mr. NORRIS. While I think the Senator’s statement and
the general propositions laid down by him as to compelling
the people who are going to be the beneficiaries to pay the
taxes have a great deal of weight, nevertheless, if there were
nothing in the bill except what the beneficiary when he got
old was going to get, it would still, I believe, have many
elements of merit.

Mr. LONG. That is insurance.

Mr. NORRIS. Yes. And still it could be said, as an ob-
jection to such a measure, “If you would let me handle the
money, I would have made more out of it.” Sometimes that
would be true, but we all know, from our own experience
that, as a general rule, it has not been so.

Mr. LONG. I admit all that.

Mr. NORRIS. Most men when they were earning, if they
had properly invested their money, or if they had not lost
it in some plan by which they expected to make a lot of
money, would have when they reach old age a pretty good
“nest egg ”, and so it would be a good thing if we did not
do anything else—I should like to do more, of course, as
I think everyone else would, but if we only went that far,
it would accomplish a great deal of good.

Mr. LONG. If they were made to save something?

Mr. NORRIS. If they were made to save something.

Mr. LONG. I admit that; I admit that every man ought
to take out a life-insurance policy; if he could, he ought to
have some life insurance. I always have had, but it is
mighty hard to understand how a man can lay up very
much for his old age when during his useful years he is
making less than it takes to live in the barest poverty. That
is the point I am making. How can a group of men, 86 per-
cent of whom are earning less money than it takes to live
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in what i3 even worse than poverty, lay up enough money
for the future to be of any real good? It would be better
for a man to starve himself a little more during his useful
years than he is now starving himself or that at least 96
percent of us are starving ourselves. In other words, if we
are eating half enough it would be better to eat. two-fifths
enough and to save up one-tenth against the time when it
will be needed even worse. But we cannot collect very much
money for the Federal Treasury if we are levying the tax
upon 96 percent of the people who are now earning, accord-
ing to the Government tables, less than it costs not for
luxuries, not for conveniences, but for the bare subsistence
necessities of life,

Mr. BARKLEY. Mr. President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from
Louisiana yield to the Senator from Kentucky?

Mr. LONG. I yield

Mr. BARKLEY. Following the inquiry I made of the
Senator a while ago, he was referring specifically to the State
of Mississippi. I find in the hearings, on page 321, a table
showing the number of eligibles in 1934.

Mr. LONG. What does the Senator mean by “ eligibles "?

Mr. BARKLEY. Those above 65 years of age.

Mr. LONG. I propose to pension at the age of 60.

Mr. BARKLEY. In the hearings it is shown that there
are 14,218 people in the State of Mississippi——

Mr. LONG. Who are over 65?

Mr. BARKLEY. Who are over 65.

Mr. LONG. I would not have the pension start at 65.
That is not a pension.

Mr. BARKLEY. In order to match the $15 per month,
which amounts to $180 a year, the State of Mississippi
would be required to contribute $2,559,000.

Mr. LONG. What does the Senator mean by eligibles at
65—if they have reached 65 regardless of what they are
dolng?

Mr. BARKLEY. If they have reached 65 and are eligible
for pension.

Mr. LONG. What does the Senator mean by * eligible ”?

Mr. BARKLEY. I mean under the terms of this bill. If
the Senator is going to apply it to everybody who reaches
60 or 65 or whatever the age may be, regardless of condi-
tions or circumstances, of course the number would he
1s ~ger, but I am taking the number who would be eligible
under this measure. So it would require the State of Mis-
sissippi to raise two and one-half million dollars, and it
would require my State to raise about $3,000,000. For *he
ordinary expenses of the State we raise now about $18,000,-
000, which, of course, includes the —nad tax and all that, I
call the attention of the Senator vo that because of his
statement a while ago——

Mr. LONG. I will show the Senator I am right.

Mr. BARKLEY. That the contribution of the State of
Mississippi, for instance, and I supposed he was taking that
as typical of a great number of States——

Mr. LONG. I am right, and what the Senator has there
is wrong.

Mr. BARKLEY. 1Is greater than all the taxes they raise
for all purposes. Of course I am not going to get into a
controversy with the Senator——

Mr. LONG. We will not have any controversy; we will go
on the figures that the Senator cannot dispute; we will not
argue on figures. Here is what this bill does: It proposes
to start a pension first at 65. If we are going to start pen-
sions at 65, why not make it 75? Then we will not have any
expenses at all; or make it 85. That would be the best way.
[Laughter.]

The PRESIDING OFFICER. The Chair will remind the
occupants of the galleries that under the rules of the Senate
no signs of approval or disapproval are permitted.

Mr. HARRISON. Mr. President, will the Senator permit
me to interrupt him?

Mr. LONG. Let me finish this; then I will be glad to
yleld.” To begin with, men cannot obtain employment at
an age past 50, and the greatest economist have argued that
the age of unemployment ought to be 45 or 50.
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I have never yet known of anybody to propose an old-age-
pension plan that was worth the paper it was written on
when it proposed to pay a pension to anyone later than at
60 years of age. At the age of 60 there is generally no em=-
ployment possible. I know Mississippi. I know what Mis-
sissippi needs as well as almost any man, probably as well
as its own Representatives in Congress, because I have been
through the State many times. There are the same kind
of people in Mississippi as there are in northern Louisiana
in the rural sections. My father and my grandmother came
from Mississippi, Smith County. I know Mississippi people.

If we are going to start at the age of 65 with a pension,
then my figures will have to be changed, but I do not propose
to start at the age of 65. I propose to start at age 60. If
we are going to start at age 75, we would have to change my
figures again. I am told that for the first few years the
bill would apply only to those who are over 70 years of age.
It may be that that provision was stricken out of the bill,
but there was a provision in the bill originally that it should
apply only to those over 70 years of age. That was con-
tained in the original recommendation of the President,
though it may have been stricken out of the bill.

Who are eligible? Are we going to leave the matter of
who shall be eligible for this pension to be determined by
politicians, like the relief is now, where a man is told, “ If
you do not vote right you will be taken off the relief roll "2
I do not want any old man to have to depend upon politics
in order to stay on the pension roil or the relief roll, be-
cause it is the rottenest, crookedest, most corrupt game that
is carried on in the United States today in politics, and that
is saying something.

If we have to have the eligibility of every man for a pen-
sion determined by a local board or a State board or a Gov-
ernment board, if it is necessary to have a local board or &
State board or a Government board determine that he is
entitled to a pension, and if he must be subject to being
taken off the pension roll from day to day qr from month to
month, that is not the kind of plan I want to see adopted.
If that is what this is to be, it would prove to be a gurse and
not a benefit. If a man were compelled to realize from day
to day, from month to month, from year to year, that he is
a pauper, and must go through the embarrassment of proving
that he is a pauper, that he has not any hogs in the woods
nor any cow to milk nor any land to call his own, nor any
son who might be helpful, then we would not have a pension
system at all; we would not have even a pauper system to
start with. I make that as an absolute statement of fact
based upon my experience in social work in a State that does
the best social work in America today—the State of
Louisiana.

I propose that a pension should be paid to people who are
over 60 years of age. I know Mississippi, I know Louisiana,
I know Arkansas, each State nearly as well as I know the
other—that is, the general run of people. I have traveled
through those States all my life. I traveled them when I
was 16 years of age and 17 years of age and many times since.
I have been through them many, many times. Of all the
people who have passed the age of 60 years in Mississippi
there are not 10 percent who are not entitled to an age
allowance.

According to Insurance statistics issued by the life-insur-
ance companies, we are told that only a few out of every
hundred who passes the age of 60 is able to take care of him-
self. Senators have some Government figures tending to
show that nearly everybody over 60 years of age can take
care of himself, but the figures of the insurance companies
who have been in the business say to the contrary, and I will
show it by their advertisements. They read something like
this:

Only s0 many out of every 100 persons who has passed the age
of 60, are not dependent upon charity or upon his folk or someone
eise for help.

Therefore I say that in my opinion from 90 to 95 percent
of the common, ordinary run of people over 60 years of age
are eligible to draw a pension, and the only way there will
ever be a pension provided that is fit to talk about will be
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to provide a pension that shall be given to every eligible man
free of politics. Otherwise it would mean that in my State
I would be one of the men controlling the pension, if I con-
tinued as a friend of some of the administrators down there
in the area in which I live. It might be that Senator Huey
Long and Gov. O. K. Allen and our political organization
would have the right to say who should get a pension and
who should not get a pension in Louisiana.

Do I know what that would mean? Indeed, I do. I know
I would have the right to put 14,000 people on the pension
rolls of Louisiana; and that is about the same number Mis-
sissippi would have. We have about the same population in
Louisiana that Mississippi has. Do I not know if I had t_,he
power and the right to put 14,000 people on a free pension
in Louisiana that Huey Long’s and O. K. Allen’s politicians
would put Long and Allen men on the pension roll if we
would let them? Do I not know that Representative FERr-
NANDEZ, of New Orleans, who would have about 2,000 people
eligible for the pension roll in his congressional district,
would try to put 2,000 Fernandez people in his district on the
pension roll, when he has 5 or 10 or 20 times that many
people down there who need a pension?

Are we going to have a political thing of that kind? Do I
not know that some of the parishes even in that State who
have a few hundred on the pension rolls, or * pauper rolls ”,
as we call them down in Louisiana, the politicians would
have only their friends on the roll or the fathers of their
friends or the mothers and aunts of their friends?

You are going down to my State of Louisiana and tell me
we can put only 14,000 on relief. Who most needs a pension
in Louisiana? The colored people are among the poorest
people we have in some instances. About cne-third to 40
percent of our people are colored people. They do not vote
in many of the Southern States. How many of them will
ever get on the pension rolls? Huh! How many do you
think? I give you just one guess to figure out how many will
ever get on the pension rolls unless their sons and daughters
and they themselves are on the voting list. That may seem
like cheap demagoguery, but I am not afraid to say it. I
am one southern Senator who can tell the truth about this
matter. I am not afraid to say it. I do not want a pension
system that will be of help only to those who declare them-
selves paupers and prove themselves unable to earn a living
and eligible to be put on the roll.

There is only one pension that will be worth anything at
all, and that is a pension which goes to everybody who
reaches a certain age. Do not make it an age that is the
dying age. Do not make it an age when the death rattle is
sounding in a man’s throat. Make it an age when he is
reasonably certain not to be able to take care of himself.
If ycu are not going to start a man’s old-age allowance until
he is 65 or 70, you are going to wait until the Lord’s three-
score and ten years’ time allowed man on earth is nearly
over.

Do not make it necessary that one must depend upon the
whims and decisions of politicians to get on the pension roll.

Therefore, if Mississippi pays a pension to every man who
is 60 years old who needs it—I know what I am talking
abocut aud the Governor of Mississippi knows what he is
talking about—if we provide payment of a pension to every
man 60 years of age who needs it, it will cost the State of
Mississippi one and one-fourth to one and one-half times
its present tax revenues just to pay the pension.

I took the United States census as my guide. I ascer-
tained from the United States census how many people in
Louisiana were over 60 years of age. Then what did I do?
I took the United States insurance companies’ statistics and
figured from that what percent of those people were able
to earn their own living. After deducting that number
obtained in that way, I found that to pay this pensic it
would cost Louisiana more money than it raises for all other
purposes put together in the State of Louisiana. Accord-
ing to the census reports, after deducting the people the
insurance companies say are able to take care of them-
selves, still the State of Louisiana, to pay the others over
60 years of age a pension of $15 a month, would have to
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raise more money than it raises for all other purposes put
together that are paid from the State treasury of Louisiana.
I have forgotten how many millions of dollars it 18, probably
$12,000,000 or possibly $14,000,000. I have not the exact
figures.

Mr. President, I am not condemning this effort. If I had
been drawing an old-age-pension bill, I might have called
into counsel the person who first proposed an old-age-pen-
sion plan to the Congress. I might have called in that kind
of person. I might not. Perhaps I would not have been
on friendly terms with him, and then I would not have
called him in; but the chances are I would have called in
someone who had first proposed old-age-pension plans to
the United States Senate.

Do not misunderstand me. I am not condemning this
effort. I am not fighting this bill. I am not opposing this
bill. It probably will do no harm, to speak of, that will not
have some corresponding good. Like the Senator from
Nebraska, I think, taking it up one side and down the other,
it is a gesture with some harm and some good in it; but
apparently it makes a pretense to carry out the principles I
have advocated. While it does not actually do so, never-
theless it is not a bill that I should oppose, except for being
a void. What I am trying to show to the authors of the
bill is this:

You want a pension bill enacted, and I want a pension
bill enacted. This bill does not propose to enact a pension
bill. We have here a pauper’s-oath proposal which, if it
ever amounts to anything, will operate in many States in
a way that is fatally defectite. Therefore, what I am say-
ing to Senators is this:

On Monday I shall come i1} here—I hope before this bill
shall have passed the stage ¢¢ amendment—with what? I
want Senators to listen to me.| I shall propose that we pro-
vide an old-age pension of $30 g month. Payable to whom?
To every man and woman in tpe United States who s over
60 years of age who has an income of less than $300 a year
or $500 a year, whatever should be the proper amount—
I am willing to be governed in that matter by the advice of
my colleagues—or whose property ownership is less than a
certain amount of money. That is what I shall do. I shall
propose to carry out unemployment insurance and every-
thing else that is in this bill. The bill does not propose to
do enough.

How would I do it if it were left to me? Would I tax the
pay roll of the man who is working? No; because the work-
ingman is not getting today enough money to live on, even
though he is working-—and half of those who come within
the class of workingmen are not working. I certainly would
not say to a man whe, according to the Government’s own
statistics, is making less money than it takes fairly to sub-
sist upon even in poverty that he ought to be made to pay
a tax for a pension in his old age, when he is not half living
in his young age.

Therefore, I shall propose an amendment on Monday
morning, or Monday afternoon-—whatever time we meet—
which will do all the good things pretended to be here con-
templated. I shall not strike out one of the benefits pro-
posed by the bill. I shall only add to them, and provide
that in order to get the money to pay them we shall levy
a tax of 1 percent upon all persons who own wealth and
property in the United States which is more than 100 times
greater than the average family fortune, and graduate the
tax up on the succeeding millions owned by any one man,
so as to get whatever amount of money may be required to
carry out the purposes of the bill.

That would mean that $1,700,000 of every man’s fortune
-would be altogether exempt from the taxes I shall propose.
Therefore, the man who has one and one-half million dollars
shall not have to pay a copper cent for the purposes of this
bill; but if he has $2,000,000, he will have to pay 1 percent
on, say, the last half million. Then I propose to make the
tax 2 percent, and 4 percent, and 6 percent, and graduate
it on up, so that the man who has four or five or six million
dollars will pay a higher tax in proportion. I do not propose
to tax the beggar or the weak, and I do not propose to tax
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pe:(sions who are already undernourished and already under-
paid.

That is the amendment with which I am coming in here
on Monday morning. That will carry out the purposes of the
Government. We are supposed to be decentralizing wealth.
We ought not to tax the beggar to help the prince, or even
tax the beggar to help another beggar. We ought to tax the
prince to help the beggar if we find that the beggar is such a
gerlsaon as ought to be helped by bounties granted to him

y law.

So I ask my colleagues to hold an open mind for the
amendment I shall propose here Monday afternoon if we
meet Monday at noon, or Monday morning if we meet Mon-
day morning. I ask my colleagues to think to themselves in
this fashion: Are you willing to go back to your States and
tell your people that you have voted for * social security ” or
 social relief " when, in order to get it, you have called upon
them to pay a tax which they cannot pay? Are you willing
to say to the laboring man, “I voted for unemployment in-
surance that will amount to anything *, when all you have
done is to vote to tax his own pay check, and that check is
now less than he can live on?

That is what I want the Members of the Senate to think
about; and I want them to think whether or not they will be
willing to support this beneficial legislation along the lines
that we said in the Chicago convention we would advocate,
namely, legislation that would give the people a share in the
distribution of the wealth of the country. I am quoting the
words of the President of the United States, who delivered
that promise at the Chicago convention, that we would pro-
vide a share in the distribution of the wealth of the country
to the people who need it. That is what we said. We are
not doing that when, in order to support the benefits of this
bill, we tax the poor man who is making a thousand dollars a
year or $500 a year, who has a family that it takes $2,000 a
vear to clothe and feed and house, and who therefore needs
an income of $2,000 a year.

Mr. BONE. Mr. President——

Mr. LONG. I yield to my friend from Washington.

Mr. BONE. I realize that I have no right to suggest to the
Senator the propriety or lack of propriety of any amendment
he may offer, or the practical wisdom of offering an amend-
ment to any one bill; but I am wondering if that sort of an
amendment might not jeopardize the bill.

Mr. LONG. It would not hurt anything if it did.

Mr. BONE. I merely wish to ascertain the Senator’'s idea
as to whether it might not be wiser to propose the type of
amendment the Senator has in mind to one of the revenue-
raising bills which will come over from the House, because
there might be those here who would be willing to vote for
this bill, and are very anxious to vote for it, who might not
be willing to vote for it if that sort of a rider were attached.

I am in harmony with the Senator’s idea of increasing
taxes in order to meet the necessary expenses of the Govern-
ment and the necessary expenses of the type of legislation
we are now considering; but I am so highly desirous of seeing
this type of legislation enacted that I am fearful that any-
thing attached to it of that character, which we might attach
to another bill with more hope of having it adopted, might
jeopardize this bill.

Mr. LONG. The place where it belongs is on this bill.

Mr. BONE. 1 have no quarrel with the theory of raising
more money to care for these very large expenses.

Mr, LONG. I am satisfied that the Senator has not been
here to hear my remarks. I have demonstrated that the
people will not get anything under this bill. I have demon-
strated it very thoroughly, I think, as the Senator will see
if he reads my remarks; but if we are to provide money for
old-age pensions, it ought to go in this bill. We propose in
this bill to provide money for old-age pensions, and we pro-
pose in this bill to provide money for unemployment in-
surance. If we are to provide for old-age pensions and if we
are to provide for unemployment insurance we shall have to
provide for raising the money in some way, because it is not
provided for here.
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Why, just see what is provided. Read this. This is really
funny:

For the purpose of enabling each State to furnish flnancial
assistance, as far as practicable under the conditions in such State—

Listen to this:
to aged needy individuals—

Aged needy individuals, paupers, found to be paupers by
the governing board of the county or State, controlled by the
politicians, of whom I am one!

I am trying to keep the people out of the hands of men
of my type and worse.

For the purpose of enabling each State to furnish financial
assistance, as far &8s practicable under the conditions fn such
State, to aged needy individuals, there is hereby autkorized to
be appropriated * * * §49,750,000 a year.

Think of that! Talk about appropriating the little, in-
finitesimal amount of $49,000,000 to pay old-aze pensions
to all the people in the United States who are in need of
those pensions. It is the most absurd and ridiculous thing
I ever heard of in my life. That will not pay for the rib-
bons of the typewriters it will take to mail out the envelopes
to the old-age pensioners of the United States. I know what
I am talking about. I figured this thing out long, long ago,
when I introduced the first old-age pension bill or resolu-
tion that ever came into the United States Senate, at least
that I ever heard about.

I figured out how much it would cost. Do Senators know
how much it would take? It would take $3,000,00.000. That
is what it would take, according to the statistics of the
United States Government, deducting those who earn their
own living according to the tables of the life-insurance
companies—and they are the most accredited statistics of
which we have any knowledge. According to the Govern-
ment statistics and according to the deductions made by the
life-insurance companies, according to their tables—and
their mortality tables have been accepted as authoritative
by acts of Congress and by all the courts—according to
them it will take something in excess of $3,000,000,000 to
pay old-age pensions to the people in the United States,
who are entitled to them at the rate of $30 a month. And
the proposal here is to appropriate $49,000,000.

Talk about appropriating $49,000,000, and go back to the
people and tell them that we have provided for old-age
pensions. That will not pay half the pensions in the city
of New Orleans alone. It is an absurd thing to talk about,
if we are to do anything.

Then where are we to get the $49,000,000?% It would
mean taxing the poor devil who is to get the pension. It
is ridiculous! It is absolutely absurd!

I want my good friends to know I am with them heart
and soul and body; I was away ahead of them in this old-
age-pension matter.

Mr. WAGNER. Mr. President——

The PRESIDING OFFICER (Mr. Burke in the chair).
Does the Senator from Louisiana yield to the Senator from
New York?

Mr. LONG. I yield.

Mr. WAGNER. I think the Senator is confused. The
$49,000,000 is for old-age assistance. That is to be paid by
the taxpayers of the United States.

Mr. LONG. Very well. That is the Government’s part of

It is our part.

Mr. WAGNER. It is the Government's part. The other
part is to be paid by the taxpayers of the States.

Mr. LONG. The other half?

Mr. WAGNER. Today all of the States which have pen-
sion laws—and I want to remind the Senator that his State
has not one-——

Mr. LONG. According to what these Government statis-
tics show, Louisiana has not :

Mr. WAGNER. The Senator’s State has not such a law;
that is what I mean. They have not a pension law, and 35
States have inaugurated a system of pensions.

Mr. LONG. Louisiana has one of those things.

Mr. WAGNER. No.

it.
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Mr. LONG. Louisiana calls it a pauper law. We will not
call it a pension, because a man who has to take a pauper's
oath is not getting a pension. Under the proposed legisla-
tion a man would get a pension whether he took a pauper’s
oath or not. This thing says “ needy people.”

Mr. WAGNER. I do not desire to get into a controversy
with the Senator about that, because the records are here
as to whether States pay pensions or not, and how much
they are.

Mr. LONG. The records are not here.

Mr. WAGNER. I was afraid the Senator was confusing
this.

Mr. LONG. No; I am not.

Mr. WAGNER. It is money supplied by the taxpayers of
the United States.

Mr. LONG. I understand. It is supposed to provide for
payment up to $15 a month by the Government of the
United States and $15 a month by the States, in order to
make the $30.

Mr. WAGNER. Exactly.

Mr. LONG. Forty-nine million dollars is half of it, then,
and the State has to put up the other $49,000,000, and that
will make $98,000,000, substantially a hundred million dol-
lars, and we would have one hundred million when we need
three billion.

Mr. WAGNER. I should be glad to examine the Senator’s
figures——

Mr. LONG. I have been trying for years to get the Sena-
tor to talk this matter over with me.

Mr. WAGNER. I do not want to interrupt the Senator:
I merely wanted to correct what I thought was misinfor-
mation.

Mr. LONG. No; I am right, absolutely.

Mr. WAGNER. The States of the Union today are paying
a little less than $40,000,000 in old-age pensions.

Mr. LONG. Very well.

Mr. WAGNER. At least we are matching, and, of course,
as the number of States making such payments increases,
our assistance will increase, and we will hope that Louisiana
will pass a law.

Mr. LONG. If the Senator will listen to me, I will show
him that Louisiana has such a law. Louisiana authorizes
its police juries, which are the same as the boards of gover-
nors of the counties, to pay paupers, when they want to put
people on the pauper's roll. We give it the right name.
Louisiana calls a spade a spade, and a “t” a “t”, and an
“i"”an “i” We do not call these payments old-age pensions.
We call them help to paupers, and that is the definition
which ought to be given to what is proposed here.

A pension is something given to someone like a soldier.
The Spanish-American War veteran does not have to take an
oath and say that he i5 a pauper in order to get a pension.
The World War veteran did not have to do it. The Civil
War veteran did not have to take an oath that he was
needy and destitute in order to get a pension, and I wish to
say to my friend from Mississippi and to my good friend
from New York—and he is my friend—I say to them that
we know the dictionary too well to call such a thing as is
proposed a pension when it is paupers’ assistance. That is
what it is. I can take the dictionary and show that this
thing is not a pension. It is assistance to paupers who take
the pauper’s oath, provided politicians approve them. That
is all it is.

Down in Louisiana we are honest people in our use of lan-
guage. I do not mean that others are not honest in their
language, but I mean we are not extravagant. We give
paupers help, just as the bill before us proposes paupers’ help,
and the administration has been sandbagging Louisiana with
these Government statistics because we will not change the
word “ pauper” to “ pensioner.” A pauper is not a pen-
sloner,

If my friend from New York will do what he ought to do
about this matter he will change the wording and say “ pau-
per’s assistance ” instead of “old-age assistance ", because
when the language is “ to aid needy individuals ” it is taken
out of the category of being a pension and it is made a pay-
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ment to a pauper. That is what is done. It I3 not a pension
at all, nothing of the kind.

For a long time I have wanted to talk this matter over
with the Senator from New York, because his heart Is in the
right place and his mind, I believe, would yield to the figures.
If he will come and listen to the figures I will give him from
the life-insurance companies of the State of New York and
the city of New York, which he knows to be reliable, and will
compare those figures with the Government statistics, he will
find the conditions in States like the State of Mississippi and
the State of Louisiana, which latter State is not so much
better off but is sowe better off than Mississippi, because we
have minerals there. Oil, and salt, and fish, and oysters, and
crabs, and pepper, and gas, and minerals like salt and cop-
per, and all such minerals, are found in abundance in the
State of Louisiana. There is located in Louisiana the big
port of New Orleans, and it can boast many things like that
which the State of Mississippl does not possess. It also has
a few millionaires from whom to collect income taxes, some-
thing of which Mississippi has not so much.

I beg Senators to listen when I tell them that, according to
the statistics of the life-insurance companies, there are only
a few men out of every hundred who pass the age of 60 who
are not dependent upon charity for support.

The mortality tables of the larger insurance companies
have been accepted by the Government, and have been ac-
cepted by courts in every State, and by United States courts.
If today we pay a pension to everyone in the United States
over 60 years of age, we shall pay out not less than $3,000,~
000,000 a year. If we are limited to the $49,000,000 provided
by the bill, and $49,000,000 more, or $100,000,000 in all, that
will give $1 where we need $30; and then if there is taken
out of that the cost of administration, we shall not have
enough money to pay the postage necessary to send out the
money. I am going to bring in the figures on Monday.

If the Seiiatcr fram New York [Mr. Waener] will give me
part of his time on Sunday I will meet him and give him
the figures in his hotel, or I will meet him in his office, or
he can meet me in my office, and I will show him that, in
his own words, 96 percent of the people today are making
less than a mere subsistence living, and that we cannot
afford to tax people of that kind for their relief in their
old age when they are not now getting enough money with
which to buy food to eat.

Mr. BONE. Mr. President, will the Senator yleld?

Mr. LONG. I yield.

Mr. BONE. Will the Senator tell us what proposal he
makes in his amendment with respect to the increase in
taxation?

Mr. LONG. Yes; I will. Here is what I propose: I pro-
pose that the money with which to make all these relief
payments shall be raised by tax, but that the tax shall not
be levied on any except those whose wealth exceeds 100
times the average family fortune of the United States.

Mr. BONE. Will the Senator leave that to be determined
by the Treasury Department, or how will he make that
calculation?

Mr. LONG. I will put the calculation in the bill, or do
it otherwise. I will provide that there shall be an exemp-
tion on a man's first $1,700,000.

Mr. BONE. $1,700,000,000?

Mr. LONG. No; $1,700,000. That amount is exempt from
the tax. On the first $1,700,000 no tax is to be paid. That
limit is too high, but still we can make that limit. I am try-
ing to make the limit so high that no one on earth will have
a right to kick about it. It ought to be that the exemption
was no more than $100,000, but we can make the limit the
figure I have given, so that there shall be no tax for the
purpose levied on any fortune except one which is 100 times
the size of the average family fortune, and not take money
away from the poor devil who is earning $500 and who
actually needs $2,000 to buy food and to buy the necessities
of life. The poor fellow who only has enough for a bare sub-
sistence, the man whom we claim we are helping, who is
starving to death already, who cannot send his children to

'school, whose children’s clothes are tattered—we cannot
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afford to levy a tax on him for an old-age pension. We are
not doing any good to him if we do. In many cases we
should be doing harm to him.

If we are going to give old-age pensions, let us give them
to those who need them, but not provide for them in such a
way that the determination of who is to receive them will
simply be made by the State politicians or any bureaucrat.

I ought to be able to convince some of my friends here that
I am somewhat idealistic in this. By what I propose I am
excluding myself and friends from having the right to say
who shall draw a pension in my State and who shall not
draw a pension in my State. I am excluding myself from
having a hand in handling that great political club with
which we could say to a man, “You will have to be with
Huey Long in order to get the pension, and if you are not
with him you will not get it,” because I am looking forward
to what will be done in 47 other States, and I am looking
forward to the time in my own State when the pension will
mean something to the people. I know it does not mean
anything as the bill is now drawn.

Therefore, I desire to say to my friends, if any of them
wish to make any suggestions between now and Monday con-
cerning my amendment—which does not provide for a tax, as
I said, upon .the first $1,700,000—I shall be glad to have
them do so. If any one thinks the figure ought to be lower
than that I should agree with him, and if the Senate would
support a lower exemption I should prefer to have the lower
exemption. However, I desire to put it on a basis where
no one can say that the taxation for this work of social
security has been placed upon the back of the man who can
be hurt a little bit by paying it. That is what I wish to do.

Mr. BONE. Mr. President, I did not hear all of the Sen~
ator's argument. Does he propose his tax in the form of a
capital levy?

Mr. LONG. Yes, sir.

Mr. BONE. I am wondering if that could be sustained
under our Constitution without an amendment.

Mr. LONG. Yes, sir; it can be sustained. Not only can
it be sustained, but it was the basis upon which the law of
the United States was founded. It was the basis of the law
upon which the United States started as a Government, and
the only reason why we are in this fix today is because we
departed from it. According to the statement made by the
Senator from New York [Mr. Wacner]l—and it should have
been made a thousand times more strongly—no one can
question, topside nor bottom, the right of the United States
to levy a tax on property and to graduate the tax. Nobody
can question it. There is not a doubt about it.

I am not going to argue with the Senator from New York
{Mr. WacenNER] the constitutionality of the taxes imposed
under this bill. It is barely possible the Supreme Court may
not sustain the constitutionality of some of the levies pro-
posed in the bill. I hope they will, but they may not. I am
not going to give the Senator from New York the kind of
advice I gave him on the N. R. A, because he did not take
my advice the last time and he might not take it this time;
and since I was right the last time and he did not take
advantagé of my advice, he may be right this time, because,
to say the least, both might be a guess; and in view of the
fact that my friend from New York is a better lawyer than
I am this might be his time to be right. I am not going
to argue the matter.

It may be that the Supreme Court of the United States
will hold the levies under this bill to be not valid under the
Constitution; but there is no question about the levy of a
uniform tax on property—none whatever. There can be no
doubt about that. Nobody who has ever gone through a
law school will ever be found who can argue anything to the
contrary. There is no doubt about that. What I tell the
Senate is constitutional. What I tell them is real. What
I tell them is actual. What I tell the Senate helps these
people. What I tell the Senate punishes no one. It gives
the people of the United States actual unemployment relief,
actual pension relief, actual social relief, and the burden of
it is borne in such amounts as are ample to create a fund
30.times the one provided in this bill, and the burden of it
1s borne by people who have $1,700,000 or more,

CONGRESSIONAL RECORD—SENATE

9297

Mr. President, I shall be here on Monday with the amend-
ments I have suggested. If Senators have any suggestions
to offer, I hope they will offer them. I shall be glad to give
copies of my amendinent to Members of the Senate who are
interested in it, between now and tomorrow morning, as
soon as I shall have perfected my amendment; and when I
do, if they have any suggestions to make, either before we
come to the Senate or on the fioor of the Senate, which
would perfect the amendment in accordance with what they
think is their better judgment, I shall be glad to have them,
in order that we may follow that system rather than follow
the plans that are set forth and enumerated in this bill,
which are not ample, not suflicient, which are burdensome,
and in many instances will do more harm than they will do
good.

Mr. HARRISON. Mr. President, I was about to make a
few observations, but I notice that the Senator from Louisi-
ana has left the Senate Chamber, and I do not care to make
them in his absence.

Mr. McNARY. Mr. President, will the Senator be con-
tent to recess at this time, and begin with the committee
amendments in the morning at 12 o’clock?

Mr. HARRISON. I think there ought to be an executive
session at this time,

Mr. McNARY. I have no objection to that. However, on
account of the great number of Senators who are absent
from the Senate Chamber at this time, I think we ought not
to begin with the committee amendments until tomorrow.

Mr. HARRISON. I do not wish to have the Senate gef
into any controversial matters tomorrow. I am willing to
agree that we shall recess until tomorrow if we can have an
agreement as to limitation of debate, and so forth, and try
to wind up the consideration of the bill on Monday.

Would there be any objection to having a recess taken
until 11 o’clock tomorrow morning?

Mr. McNARY. I do not think the recess ought to be
taken until 11 o’clock a. m. I think it should be taken until
12 o’clock noon tomorrow.

Mr. HARRISON. I should like to have disposed of the
Senate committee amendments about which there is no ques-
tion, or about which there will be no debate. I do not expect,
however, to conclude the consideration of the bill tomorrow.

Mr., McNARY. If the Senator will agree to the Senate
taking a recess at this time until 12 o’clock tomorrow, I can
assure him that there will not be any unnecessary delay, but
I should not like to have the session commence at 11 o’clock
in the morning.
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SOCIAL SECURITY

The Senate resumed consideration of the bill (H. R. 7260)
to provide for the general welfare by establishing a system
of Federal old-age benefits, and by enabling the several
States to make more adequate provision for aged persons,
dependent and crippled children, maternal and child wel-
fare, public health, and the administration of their un-
employment-compensation laws; to establish a Social Se-
curity Board; to raise revenue; and for other purposes.
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SOCIAL SECURITY

The Senate resumed consideration of the bill (H. R.
7260) to provide for the general welfare by establishing a
system of Federal old-age benefits, and by enabling the
several States to make more adequate provision for aged
persons, dependent and crippled children, maternal and
child welfare, public health, and the administration of their
unemployment compensation laws; to establish a Social
Security Board; to raise revenue; and for other purposes.

Mr. COSTIGAN. Mr. President, in the Washington Daily
News of June 14, 1935, appeared an editorial which merits
consideration. It is entitled “ Twenty Years Late.” The
concluding paragraph reads as follows:

The United States i1s 20 years or more behind advanced indus-
trial countries Iin adopting a national social-security system.
Further delay would only add to relief burdens, economic un-
balance, and human fears.

The editorial, as a whole. will appeal t0 men and womer
who are devoted to wisely progressive legislation, and I ask
that, in its entirety it may be incorporated in the REcOrDp
as part of my remarks.

The PRESIDING OFFICER. Is there objection?

There being no objection, the editorial was ordered to be
printed in the Recorp, as {0llows:

TWENTY YEARS LATR

By order of the American people the Senate today considers the
administration’s ecoromic-security bill, designed to cushion some
2;.011(}0.000 families agalnst “ the major hazards and vicissitudes
o e.”

The House speedily passed this important measure, 372 to 33.
The Senate would be wise to act with equal dispatch. For none of
President Roosevelt’s * must * measures is more sorely needed, or
more popular.

The Senate committee’s bill is a decided Improvement on the one
passed by the House. It attacks the social problems of indigent
old age, unemployment, blindness, illness, and childhood de-
pendency.

To help the present generation of aged poor, it offers out of the
Federal Treasury a subsidy to States of as much as $15 monthly
for each pensioned person past 65. To provide a self-liquidating
old-age security system for the future, it proposes a Federal re-
serve fund Into which employers and workers would contribute
pay-roll taxes to support industry’s retired veterans. Finally, it
offers to others the opportunity to buy cheap Government an-
nuities. These provisions should help to close the doors of poor-
houses, which are so costly to the public and s0 unsatisfactory to
the unfortunate inmates.

The unemployment insurance section is frankly an experiment
in Federal-State cooperation. To encourage the States to enact
unemployment insurance laws, it provides a Federal pay-roll tax,
of which 90 percent would be remitted to States with jobless in-
surance systems. States are given wide latitude to try out plans
that fit the regional or industrial needs of each.

The bill would benefit thousands of needy blind through Fed-
eral subsidies to States, It triples Federal appropriations for pub-
1ic health. It revives the infant-matetnity care provisions of the
now lapsed Sheppard-Towner Act, provides funds for rehabili-
tating crippled children, and Increases a hundredfold Federal con=
tributions for child welfare.

The bill has many defects. Some are due to the need for econ-
omy, others to the Supreme Court’s rigid limits on Federal powers.
'The measure does not guarantee security to every family, but it
will soften the blows of economic adversity.

It 1s the product of a year’s sincere and expert effort, Its im-
perfections can be ironed out later, as other countries have im-
proved similar measures. ’

The United States is 20 years or more behind advanced indus-
trial countries In adopting & national social-security system. Fur~
ther delay would only add to relief burdens, economic unbalance,
and human fears.

Mr. HARRISON. Mr. President, if there is no Senator
who desires to speak on the bill, I should like to have the
Senate proceed to the consideration of the committee
amendments.

The PRESIDING OFFICER. The clerk will state the
first amendment of the Committee on Finance.

The first amendment of the Committee on Finance was,
on page 1, line 7, after the word “ financial ”, to strike out
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“ assistance assuring, as far as practicable under the con-
ditions in such State, a reasonable subsistence compatible
with decency and h-zalth to aged individuals without such
subsistence ” and insert * assistance, as far as practicable
under the conditions in such State, to aged needy indi-
viduals ”, so as to make the section read:

SectioN 1. For the purpose of enabling each State to furnish
financial assistance, as far as practicable under the conditions in
such State, to aged needy individuals, there 1s hereby authorized
to be appropriated for the fiscal year ending June 30, 1936, the
sum of 849,750,000, and there i3 hereby authorized to be appro-
priated for each fiscal year thereafter a sum sufficlent to carry
out the purposes of this title, The sums made available under
this section shall be used for making payments to States which
have submitted and had approved by the Social Security Board
established by title VII (hereinafter referred to as the * Board ")
State plans for old-age assistance.

Mr. AUSTIN. I suggest the absence of a quorum.

The PRESIDING OFFICER. The clerk will call the roll

‘The Chief Clerk called the roll, and the following Senators
answered to their names:
Adams Coolidge

La Follette Radcliffe
Lewls

Ashurst Copeland Reynolds
Austin Costigan Lonergan Robinson
Bachman Couzens Long Russell

Balley Davis McAdoo Schall
Bankhead Dickinson McCarran Schwellenbach
Barkley Donahey McGill Sheppard
Black Dufty McKellar Shipstead
Bone Fletcher McNary Smith

Borah Frazier Maloney Steiwer
Brown George Minton ‘Thomas, OXla.
Bulkley Gerry Moore Trammell
Bulow Gibson Murphy Vandenberg
Burke Gore Murray Van Nuys
Byrd Hale Neely Wagner
Byrnes Harrison Norbeck Walsh

Capper Hastings Norris ‘Wheeler
Caraway Hatch O’'Mahoney White

Chavez Hayden Overton

Clark Johnson Pittman

Conpally King Pope

The PRESIDING OFFICER. Eighty-one Senators having
answered to their names, a quorum is present.

The question is on agreeing to the amendment of the
committee on page 1, line 7.

The amendment was agreed to.

The next amendment was, under the subhead “ Operation
of State plans ”, on page 6, line 14, before the word “ no-
tice”, to insert “reasonable”, so as to make the section
read:

SEc. 4. In the case of any State plan for old-age assistance
which has been approved by the board, if the board, after rea-

sonable notice and opportunity for hearing to the State agency
administering or supervising the administration of such plan,
fin

ds—

(1) That the plan has been 8o changed as to impose any age,
residence, or citizenship requirement prohibited by section 2 (b),
or that In the administration of the plan any such prohibited
requirement is Imposed, with the knowledge of such’ State agency,
in a substantial number of cases; or

(2) That In the administration of the plan there 18 a failure to
comply substantially with any provision required by section 2 (a)
to be included in the plan; the board shall notify such State
agency that further payments will not be made to the State until
the board is satisfied that such prohibited requirement is no
longer so Imposed, and that there is no longer any such faflure to
comply. Until it is so satisfled it shall make no further certifica-
tion to the Secretary of the Treasury with respect to such State.

The amendment was agreed to.

The next amendment was, under the subhead “ Old-age
benefit payments ”, on page 10, after line 21, to insert the
following:

(d) Whenever the board finds that any qualified individual has
recelved wages with respect to regular empioyment after he at-
tained the age of 65, the old-age benefit payable to such indi-
vidual shall be reduced, for each calendar month in any part
of which such regular employment occurred, by an amount equal
to 1 month’s benefit. Such reduction shall be made, under regu-
latfons prescribed by the board, by deductions from one or more
payments of old-age benefit to such individual.

The amendment was agreed to.

The next amendment was, under the subhead “ Defini-
tions ”, on page 15, line 2, after the word * United”, to
strike out “ States by ” and insert “ States, or as an officer
or member of the crew of a vessel documented under the
laws of the United States, by ”; after line 9, to strike out
“(4) Service performed as an officer or member of the crew
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of & vessel documented under the laws of the United States
or of any foreign country”; in line 13, before the word
“ service ”, to strike out “(5)” and insert “(4)”; in line 16,
before the word “service ”, to strike out “(6)” and insert
“(8)”; in line 19, before the word “service ”, to strike out
“(7)” and insert “(6)”; and in line 22, after the word “ pur-
poses ”, to insert “ or for the prevention of cruelty to chil-
dren or animals ", so as to read:

8ec. 210. When used in this title—

(a) The term * wages ” means all remuneration for employment,
including the cash value of all remuneration paid in any medium
other than cash; except that such term shall not include that part
of the remuneration which, after remuneration equal to $3,000 has
been paid to an individual by an employer with respect to employ-
ment during any calendar year, is paid to such individual by such
employer with respect to employment during such calendar year.

(b) The term *employment” means any service, of whatever
nature, performed within the United States, or as an officer ar
member of the crew of a vessel documented under the laws of the
United States, by an employee for his employer, except—

(1) Agricultural labor;

(2) Domestic service in & private home;

(8) Casual labor not in the course of the employer's trade or
business;

(4) Bervice performed in the employ of the United States Gove
ernment or of an instrumentality of the United States;

(5) Service performed in the employ of a State, a political sub-
division thereof, or an instrumentality of one or more States or
political subdivisions;

(6) Service performed in the employ of & corporation, com-
munity chest, fund, or foundation, organized and operated exclu-
sively for religious, charitable, scientific, literary, or educational
purposes, or for the prevention of cruelty to children or animals,
no part of the net earnings of which inures to the benefit of any
private shareholder or individual,

The amendment was agreed to.

The next amendment was, under the subhead “ Provisions
of State laws ”, on page 18, line 7, after the word “ compen-
sation ”, to strike out “solely ”, and in the same line, after
the word “ State ”, to insert a comma and “to the extent
that such offices exist and are designated by the State for
the purpose ”, so as to read:

Bec. 303. (a) The board shall make no certification for payment
to any State unless it finds that the law of such State, approved by
the board under title IX, includes provisions for—

(1) Such methods of administration (other than those relating
to selection, tenure of office, and compensation of personnel) as
are found by the board to be reasonably calculated to insure full
payment of unemployment compensation when due; and

(2) Payment of unemployment compensation through public
employment offices in the State, to the extent that such offices
exist and are designated by the State for the purpose; and

The amendment was agreed to.

The next amendment was, on page 19, line 10, before the
word “ notice ”, to insert “ reasonable ”, so as to read:

(b) Whenever the board, after reasonable notice and oppor-

tunity for hearing to the State agency charged with the admin-
istration of the State law, finds that in the administration of the

law there 15—
(1) a denial, in a substantial number of cases, of unemploy-
ment compensation to individuals entitled thereto under such

law; or

(2) a fallure to comply substantially with any provision speci-
fled in subsection (a)
the board shall notify such Btate agency that further payments
will not be made to the State until the board is satisfied that
there is no longer any such denial or failure to comply. Until it is
50 satisfied it shall make no further certification to the Secretary
of the Treasury with respect to such State.

The amendment was agreed to.

The next amendment was, under the heading “ Title IV—
Grants to States for aid to dependent children—Appropria-
tion ”, on page 20, line 5, after the word * financial”, to
strike out “assistance assuring, as far as practicable under
the conditions in such State, a reasonable subsistence com-
patible with decency and health to dependent children with-
out such subsistence ” and insert “ assistance, as far as
practicable under the conditions in such State, to needy
dependent children,”, and in line 16, after the word “ the ”,
to strike out “ board ” and insert “ Chief of the Children’s
Bureau ”, 50 as to make the section read:

SecTioN 401. Por the purpose of enabling each State to furnish
financial assistance,-as far as practicable under the conditions in
such State, to needy dependent children, there is hereby authorized
to be. appropriated for the fiscal year ending June 30, 1936, the
sum of $24,750,000, and ghere is hereby authorized to be appro-
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priated for each fiscal year thereafter a sum sufficlent to carry out
the purposes of this title. The sums made available under this
section shall be used for making payments to States which have
submitted, and had approved by the Chief of the Children's
Bureau, State plans for ald to dependent children.

The amendment was agreed to.

The next amendment was, under the subhead * State plans
for aid to dependent children™, on page 21, Line 9, after
the words “by the”, to strike out “board’” and insert
“Chief of Children’s Bureau”; in line 13, after the word
“the”, to strike out “board” and insert *Secretary of
Labor ”; and in line 14, after the word “ as”, to strike out
“ the board ” and insert “he”, 50 as to read:

Sec. 402 (a) A State plan for aid to dependent children must
(1) provide that it shall be in effect in all political subdivisions
of the State, and, if administered by them, be mandatory upon
them; (2) provide for financtal participation by the State; 3)
either provide for the establishment or designation of a single
State agency to administer the plan, or provide for the establish-
nment or designation of a single State agency to supervise the
administration of the plan; (4) provide for granting to any indi-
vidual, whose claim with respect to aid to a dependent child is
denied, an opportunity for a fair hearing before such State agency;
(5) provide such methods of administration (other than those
relating to seiection, tenure of office, and compensation of person-
nel) as are found by the Chief of the Children's Bureau to be
necessary for the efficient operation of the plan; and (8) provide
that the State agency will make such reports, in such form and
contalning such information, as the Secretary of Labor may from
time to time require, and comply with such provisions as he may
from time to time find nccessary to assure the correctness and
vertification of such reports.

The amendment was agreed to.

The next amendment was, on page 21, line 17, after the
word “ The ”, to strike out “ board ” and insert “ Chief of the
Children’s Bureau ”; in line 19, after the word “ that”, to
strike out “it” and insert “he”; and on page 22, line 2,
after the word “ application ”, to insert a comma and “if
its mother has resided in the State for 1 year immediately
preceding the birth ”, so as to read:

(b) The Chief of the Children’s Bureau shall approve any plan
which fulfills the conditions specified in subsection (a), except
that he shall not approve any plan which imposes as & condie
tion of eligibility for aid to dependent children, a residence re-
quirement which denies aid with respect to any child residing in
the State (1) who has resided in the State for 1 year immediately
preceding the application for such aid, or (2) who was born
within the State within 1 year immediately preceding the appli-
cation, If its mother has resided in the State for 1 year immedi.
ately preceding the birth,

The amendment was agreed to.

The next amendment was, under the subhead “ Payment
to States”, on page 22, line 20, after the word “ The ™, to
strike out “ board ” and insert “ Secretary of Labor ” and on
page 23, line 9, after the word “ the ”, to strike out “ hoard *
and insert “ Secretary of Labor ”, so as to read:

Sec. 403. (a) From the sums appropriated therefor the Secretary
of the Treasury shall pay to each State which has an approved
plan for ald to dependent children, for each quarter, beginning
with the quarter commencing July 1, 1935, an amount, which
shall be used exclusively for carrying out the State plan, equal to
one-third of the total of the sums expgnded during such quarter
under such plan, not counting so much of such expenditure with
respect to any dependent child for any month as exceeds $18, or
if there is more than one dependent child in the same home, as
exceeds $18 for any month with respect to one such dependent
child and 812 for such month wjth respect to each of the other
dependent children.

(b) The method of computing and paylng such amounts shall
be as follows:

(1) The Secretary of Labor shall, prior to the of each
quarter, estimate the amount to be paid to the State for such
quarter under the provisions of subsection {a), such estimste to
be based on (A) a report filed by the State containing its esti-
mate of the total sum to be expended in such quarter in accord-
ance with the provisions of such subsection and stating the
amount appropriated or made available by the State and ita polit-
ical subdivisions for such expenditures in such quarter, and if
such amount is less than two-thirds of the total sum of such
estimated expenditures, the source or sources from which the
difference 18 expected to be derived, (B) records showing the num-
ber of dependent children in the State, and (C) such other
investigation as the Secretary of Labor may find DECEssary.

The amendment was agreed to.

The next amendment was, on page 23, line 11, after ths
word “ the ”, to strike out “ board ” and insert “ of
Iabor";lnlinels.uterthewnrd“the".tosuikem
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“ board ” and insert “ Secretary of Labor ”; in line 15, after
the word “ which ”, to strike out “it” and insert “he”; in
the same line, after the word “that™, to strike out “its”
and insert “ his ”; and in line 20, after the words “ by the ",
to strike out “board ” and insert “ Secretary of Labor ", so
as to read:

(2) The Secretary of Labor shall then certify to the Secretary of
the Treasury the amount so estimated by the Secretary of Labor,
reduced or increased. as the case may be, by any sum by which
he finds that his estimate for any prior quarter was greater or less
than the amount which should have been paid to the State for
such quarter, except to the extent that such sum has been applied
to make the amount certified for any prior quarter greater or less
than the amount estimated by the Secretary of Labor for such
prior quarter.

The amendment was agreed to.

The next amendment was, on page 24, line 1, after the
words “ by the”, to strike out “ board ” and insert * Secre-
tary of Labor ”, so as to read:

(3) The Secretary of the Treasury shall thereupon, through the
Division of Disbursement of the Treasury Department and prior
to audit or settlement by the General Accounting Office, pay to

the-State, at the time or times fixed by the Secretary of Labor, the
amount 50 certified.

The amendment was agreed to.

The next amendment was, under the subhead “ Operation
of State plans”, on page 24, line 5, after the word “ the ”,
to strike out “board ” and insert “ Chief of the Children’s
Bureau ”; in line 6, after the words “if the ”, to strike out
“board ” and insert “ Secretary of Labor ”; and in line 7,
before the word “ notice ”, to insert “ reasonable”; in line
19, after the word “ the ”, to strike out “ board ” and insert
“ Secretary of Labor ”; in%ine 21, after the word “until”,
to strike out “ the board ” and insert “ he ”; in line 23, after
the word “ Until ”, to strike out “ it ” and insert ‘“he ”; and
in the same line, before the word “shall ”, to strike out
“it ” and insert “he ", so as to make the section read:

Sec. 404. In the case of any State plan for aid to dependent
- children which has been approved by the Chiet of the Children’s
Bureau, if the Secretery of Labor, after reasonable notice and
opportunity for hearing to the State agency administering or
supervising the administration of such plan, inds—

(1) That the plan has been so changed as to im any resi-
dence requirement prohibited by section 402 (b), or that in the
administration of the plan any such prohibited requirement is
imposed, with the knowledge of such State agency, in a sub-
stantial number of cases; or

(2) That in the administration of the plan there is a failure to
comply substantially with any provision required by section 402
(a) to be included in the plan; the Secretary of Labor shall notify
such State agency that further payments will not be made to the
State until he is satisfied that such prohibited requirement is no
longer so imposed, and that there is no longer any such failure to
comply. TUntil he is so satisfied he shall make no further certifica~
tion to the Secretary of the Treasury with respect to such State.

The amendment was agreed to.

The next amendment was, under the subhead “Admin-
istration ”, on page 25, line 4, after the word “the”, to
strike out “board” and insert “ Children’s Bureau ”, so as
to read:

SEC. 405. There is hereby authorized to be appropriated for the
fiscal year ending June 30, 1936, the sum of $250,000 for all nec-

essary expenses of the Children's Bureau in administering the
provisions of this title.

The amendment was agreed to.

The next amendment was, under the subhead *“ Defini-
tions ”, on page 25, line 9, after the word “ sixteen”, to in-
sert “ who has been deprived of parental support or care by
reason of the death, continued absence from the home, or
physical or mental incapacity of a parent, and ”; and in line
14, before the word “ residence ”, to insert “ place of ”, so as
to make the section read:

Sec. 406. When used in this title—

(a) The term * dependent child” means a child under the age
of 16 who has been deprived of parental support or care by rea-
son of the death, continued absence from the home, or physical
or mental Incapacity of a parent, and who is lving with his
father, mother, grandfather, grandmother, brother, sister, step-
father, stepmother, stepbrother, stepsister, uncle, or aunt, in &

Place of residence maintained by one or more of such relatives as
his or their own home;

(b) The term " aid to dependent children ” means money pay-
ments with respect to a dependent child or dependent cmldrezx.

The amendment was agreed to.,
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‘The next amendment was, under the subhead “Allotments
to States ”; on page 26, line 13, after the word “ State ”, to
strike out “bears” and insert “ bore”, and in line 14, after
the name “ United States ”, to insert a comma and “ in the
latest calendar year for which the Bureau of the Census
has available statistics ”, so as to read:

Sec. 502. (a) Out of the sums appropriated pursuant to section
501 for each fiscal year the Secretary of Labor shall allot to each
State $20,000, and such part of 81,800,000 as he finds that the
number of live births in such State bore to the total number of
live births in the United States, in the latest calendar year for
which the Bureau of the Census has available statistics.

‘The amendment was agreed to.

‘The next amendment was, under the subhead “Approval
of State plans ”, on page 27, line 11, after the word “ plan ",
to insert “ by the State health agency ”, and in line 15, after
the word “ are ”, to strike out “ found by the Chief of the
Children’s Bureau to be ”, so as to read:

Sec. 503. (a) A State plan for maternal and child-health serve
ices must (1) provide for financial participation by the State;
(2) provide for the administration of the plan by the State health
agency or the supervision of the administration of the plan by
the State health agency; (3) provide such methods of administra-
tion (other than those relating to selection, tenure of office, and
compensation of personnel) as are necessary for the eficient op-
eration of the plan; (4) provide that the State health agency will
make such reports, in such form and containing such inYorma-
tion, as the Secretary of Labor may from time to time require,
and comply with such provisions as he may from time to time
find necessary to assure the correctness and verification of such
reports; (5) provide for the extension and improvement of local,
maternal, and child-health services administered by local child-
health units; (6) provide for cooperation with medical, nursing,
and welfare groups and organizations; and (7) provide for the de-
velopment of demonstration services in needy areas and among
groups in special need.

(b) The Chiet of the Children’s Bureau shall approve any plan
which fulfills the conditions specified in subsection (a) and shall
thereupon notify the Secretary of Labor and the State health
agency of his approval.

‘The amendment was agreed to.

‘The next amendment was, under the subhead “ Payment
to States ”, on page 28, line 12, after the word “ beginning ”,
to insert “ with the quarter commencing ”, so as to read:

Sec. 504. (a) From the sums appropriated therefor and the allot-
ments available under section 502 (a), the Secretary of the Treas-
ury shall pay to each State which has an approved plan for ma-
ternal and child-health services, for each quarter, beginning with
the quarter commencing July 1, 1935, an amount, which shall be
used exclusively for carrying out the State plan, equal to one-half
of the total sum expended during such quarter for carrying out
such plan.

‘The amendment was agreed to.

‘The next amendment was, under the subhead “ Operation
of State Plans ", on page 30, line 12, before the word “ notice "
to insert “ reasonable ”; so as to read:

Sec. 505. In the case of any State plan for maternal and child-
health services which has been approved by the Chief of the Chil-
dren’s Bureau, if the Secretary of Labor, after reasonable notice and
opportunity for hearing to the State agency administering or super-
vising the administration of such plan, finds that in the adamin-
istration of the plan there is a failure to comply substantially with
any provision required by section 503 to be included in the plan,
he shall notify such State agency that further payments will not be
made to the State until he is satisfied that there is no longer any
such failure to comply. Until he is so satisfied he shall make no
further certification to the Secretary of the Treasury with respect
to such State.

The amendment was agreed to.

The next amendment was, under the subhead “Approval
of State Plans ”’, on page 32, line 9, after the word “ plan” to
insert “ by a State agency ”, and in line 13, after the word
“are” to strike out “ found by the Chief of the Children’s
Bureau to be ”; 50 as to read:

‘Bec. 513. (a) A State plan for services for crippled children must
(1) provide for financial participation by the State; (3) provide for
the administration of the plan by a State agency or the superviston
of the administration of the plan by a State agency; (3) provide
such methods of administration (other than those relating to selec-
tion, tenure of office, and compensation of personnel) as are neces-
sary for the efficient operation of the plan; (4) provide that the
State agency will make stuch reports, in such form and containing
such information, as the Secretary of Labor may from time to time
require, and comply with such provisions as he may from time to
time find n to assure themcorre:t&eess and verification g
such reports; (5) provide for carrying ou purposes specified
section 511; and (6) provide for cooperation with medical, health,
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nursing, and welfare groups and organizations and with any agency
in such State charged with administering State laws providing for
vocational rehabilitation of physically handicapped children.

The amendment was agreed to.

The next amendment was, under the subhead * Payment
to States ”, on page 33, line 10, after the word * beginning ”
to insert “ with the quarter commencing ”; so as to read:

SEec. 514. (a) From the sums appropriated therefor and the allot-
ments available under section 512, the Secretary of the Treasury
shall pay to each State which has an approved plan for services for
crippled children, for each quarter, beginning with the quarter
commencing July 1, 1935, an amount, which shall be used exclu-
sively for carrying out the State plan, equal to one-half of the
total sum expended during such quarter for carrying out such plan.

The amendment was agreed to.

The next amendment was, under the subhead “ Operation
of State plans”, on page 34, line 25, before the word “ no-
tice ”, to insert “ reasonable ”, so as to read:

Sec. 515. In the case of any State plan for services for crippled
children which has been approved by the Chief of the Children’s
Bureau, if the Secretary of Labor, after reasonable notice and op-
portunity for hearing to the State agency administering or super-
vising the administration of such plan, finds that in the adminis-
tration of the plan thtere is a failure to comply substantially with
any provision required by section 513 to be included in the plan,
he shall notify such State agency that further payments will not
be made to the State until he is satisfied that there is no longer
any such failure to comply. Until he is so satisfied he shall make
no further certification to the Secretary of the Treasury with re-
spect to such State.

The amendment was agreed to.

The next amendment was, under the subhead * Part 3—
Child-welfare services”, on page 35, after line 10, to strike
out:

SEec. 521. For the purpose of enabling the United States, through
the Children’s Bureau, tp cooperate with State public-welfare
agencies in establishing, extending, and strengthening, in rural
areas, public-welfare services for the protection and care of home-
less, dependent, and neglected children, and children in danger of
becoming delinquent, there is hereby authorized to be appropriated
for each fiscal year, beginning with the fiscal year ending June 80,
1936, the sum of $1,500,000. Such amount shall be allotted for
use by cooperating State public-welfare agencies, to each State,
$10,000, and such part of the balance as the rural population of
such State bears to the total rural population of the United States.
The amount so allotted shall be expended for payment of part of
the costs of county and local child-welfare services In rural areas.
The amount of any allotment to a State under this section for any
fiscal year remaining unpaid to such State at the end of such
fiscal year shall be available for payment to such State under this
section until the end of the second succeeding fiscal year. No
payment to a State under this section shall be made out of its
allotment for any fiscal year until its allotment for the preceding
fiscal year has been exhausted or has ceased to be available.

And in lieu thereof to incert:

Sec. 521. (a) For the purpose of enabling the United States,
through the Children’s Bureau, to cooperate with State public-
welfare agencies in establishing, extending, and strengthening, es-
pecially in predominantly rural areas, public-welfare services for
the care of homeless or neglected children, there is hereby au-
thorized to be appropriated for each fiscal year, beginning with
the fiscal year ending June 30, 1036, the sum of $1,500,000. Such
amount shall be allotted by the Secretary of Labor for use by
cooperating State public-welfare agencies on the basis of plans de-
veloped jointly by the State agency and the Children’s Bureau, to
each State, $10,000, and the remainder to each State on the basis
of such plans, not t0 exceed such part of the remainder as the
rurgl population of such State bears to the total rural population
of the United States. The amount so allotted shall be expended
for payment of part of the cost of district, county, or othe~ local
child-welfare services in areas predominantly rural, and for de-
veloplng State services for the encouragement and assistance of
adequate methods of community child-welfare organization In
areas predominantly rural and other areas of special need. The
amount of any allotment to a State under this section for any
fiscal year remaining unpaid to such State at the end of such
fiscal year shall be available for payment to such State under this
section until the end of the second succeeding fiscul year. No
payment to a State under this section shall be made out of its
allotment for any fiscal year until its allotment for the p:
fiscal year has been exhausted or has ceased to be avallable.

(b) From the sums appropriated therefor and the allotments
available under subsection (a) the Secretary of Labor shall from
time to time certify to the Secretary of the Treasury the amounts
to be paid to the States, and the Secretary of the Treasury shall,
through the Division of Disbursement of the Treasury Depart-
ment and prior to audit or settlement by the General Accounting
Office, make payments of -uch amounts from such allotments at
the time or times specified by the Secretary of Labor.

The amendment was agreed to.
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The next amendment was, under the subhead * Part 4—
Vocational rehabilitation ”, on page 38, line 19, after the
word ‘“the”, to strike out ‘ Federal agency authorized to
administer it ” and insert “ Office of Education in the De-
partment of the Interior,” so as to read:

(b) For the administration of such act of June 2, 1920, &8
amended, by the Office of Education in the Department of the
Interior, there is hereby authorized to be appropriated for the
fiscal years ending June 30, 1936, and June 30, 1937, the sum of
222,000 for each such fiscal year in additlon to the amount of
the existing authorization, and for each fiscal year thereafter the
sum of $102,000.

The amendment was agreed to.

The next amendment was, under the subhead “ Part 5—
Administration ”, on page 39, line 5, after the word “ title ™,
to insert & comma and “ except section 531", and in line 9,
after the word *“ title ”, to insert a comma and *“ except sec~
tion 531 ”, so as to make the section read:

SeC. 541. (a) There is hereby authorized to be appropriated for
the fiscal year ending June 30, 1936, the sum of $425,000 for all
necessary expenses of the Children’s Bureau In administering the
provisions of this title, except section 531.

(b) The Children’s Bureau shall make such studies and inves-
tigations as will promote the efficient administration of this title,
except section 531.

(c) The Secretary of Labor shall include in his annual report
to Congresls a full account of the administration of this title, except
section 631.

The amendment was agreed to.

The next amendment was, under the subhead “ State and
1ccal public health services ”, on page 40, line 20, after the
word “ regulations ”, to insert “ previously ”, so as to read:

(c) Prior to the beginning of each quarter of the fiscal year
the Surgeon General of the Public Health Service shall, with the
approval of the Secretary of the Treasury, determine, in accordance
with rules and regulations previously prescribed by such Surgenn
General after consultation with a conference of the State and Ter-
ritorial health authorities, the amount to be paid to each State
for such quarter from the allotment to such State, and shall cer-
tify the amount so0 determined to the Secretary of the Treasury,
Upon receipt of such certification, the Secretary of the Treasury
shall, through the Division of Disbursement of the De-
partment, and prior to audit or settlement by the General Ac-
counting Office, pay in accordance with such certificaticn.

The amendment was agreed to.

The next amendment was, und~r the heading “ Title VII—
Social Security Board—Establishment ”, on page 42, line 18,
after the word * established ”, to insert “ in the Department
of Labor; and in line 17, after the word “ Senate ” to in-
sert “During his term of rhembership on the board, no
member shall engage in any other business, vocation, or em-
ployment. Not more than two of the members of the board
shall be members of the same political party ”, so as to read:

Sec. 701. There is hereby established in the Department of
Labor a Social Security Board (in this act referred to as the
" Board ) to be composed of three members to be appcinted by
the President, by and with the advice and consent of the Senate.
During his term of membership on the Board, no member shall
engage in any other business, vocation, or employment. Not more
than two of the members of the Board shall be members of the
same political party. Each member shall receivg a salary at the
rate of 10,000 a year and shall hold office for a term of 6 years,
except that (1) any member appointed to fill a vacancy occurring
prior to the expiration of the term for which his predecessor was
appointed, shall be appointed for the remainder of such term;
and (2) the terms of offise of the members first taking office after
the date of the enactment of this act shall expire, as designated
by the President at the time of appointment, one at the end of
2 years, one at the end of 4 years, and one at the end of 6 years,
after the date of the enactment of this act. The President shall
designate one of the members as the chalrman of the Board.

The amendment was agreed to.

The next amendment was, under the subhead * Expenses
of the Board ”, on page 43, line 22, after the word “act” to
insert “Appointments of attorneys and experts may be made
without regard to the civil-service laws.”; so as to read:

Src. '703. The Board is authorized to appoint and fix the com-
pensation of such officers and employees, and to make such exe
penditures, as may be necessary for carrying out its functions une
der this act. Appointments of attorneys and experts may be
made without regard to the civil-service laws.

The amendment was agreed to.
The next amendment was, under the subhead “ Reports ™
on page 44, line 2, after the word “The” to strike out
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“Board ” and Insert “Board, through the Secretary of
Labor,”; so as to read:

Sgc. 704. The Board, through the Secretary of Labor, shall make
8 full report to Congress, at the beginning of each regular ses-
sion, of the administration of the functions with which it is
charged.

The amendment was agreed to.

The next amendment was, under the subhead “ Deduction
of tax from wages”, on page 45, line 14, after the words
“shall be”, to strike out “made in” and insert “ made,
without interest, in ’; so as to read:

(b) If more or less than the correct amount of tax imposed by
section 801 is pald with respect to any wage paymcnt, then, un-
der regulations made under this title, proper adjustments, with
respect both to the tax and the amount to be deducted, shall
be made, without Intcrest, in connection with subsequent wage
payments to the same individual by the same employer.

The amendment was agreed to. )

The next amendment was, under the subhead “Adjustment
of Employers’ Tax ", on page 46, line 24, after the words
“shall be”, to strike out “made in” and insert *“made,
without interest, in ”, so as to read:

SEc. 805. If more or less than the correct amount of tax imposed
by section 804 is paid with respect to any wage payment, then,
under regulations made under this title, proper adjustments with
respect to the tax shall be made, without interest, in connection
with subsequent wage payments to the same individual by the same
employer.

The amendment was agreed to.

The next amendment was, under the subhead “Collection
and payment of taxes ", on page 47, line 18, after the word
« collections ”, to insert “If the tax is not paid. when due,
there shali be added as part of the tax interest (except in
the case of adjustments made in accordance with the provi-
sions of sections 802 (b) and 805) at the rate of one-half
per cent per month from the date the tax became due until
paid 7, so as to read:

SEc. 807. (a) The taxes imposed by this title shall be collected
by the Bureau of Internal Revenue under the direction of the
Secretary of the Treasury and shall be pald into the Treasury of
the United States as internal-revenue collections. If the tax is
not paid when due, there shall be added as part of the tax interest
(except in the case of adjustments made In accordance with the
provisions of sections 802 (b) and 805) at the rate of one-half
percent per month from the date the tax became due until paid.

The amendment was agreed to. )

The next amendment was, under the subhead * Defini-
tions ”, on page 51, line 17, after.the word “ United ”, to strike
out “ States by ” and insert “ States, or as an officer or mem-
ber of the crew of a vessel documented under the laws of the
United States, by ”; after line 14, to strike out:

(4) Service performed by an individual who has sttained the
age of 65.

After line 18, to strike out:

(5) Service performed as an officer or member Of the crew of a
vessel documented under the laws of the United States or of any
forelgn country.

In line 20, before the word “ Service ”, to strike out “(6)”
and insert “(4)”; in line 23, before the word “ Service ”, to
strike out “(7)” and insert “(5)”; on page 52, line 1, before
the word “ Service ”, to strike out “(8)” and insert “(6)”;
and in line 4, after the word “ purposes ”, to insert “or for
the prevention of cruelty to children or animals”, 50 as to
read:

Sec. 811. When used in this title—

(a) The term * wages " means all remuneration for employment,
including the cash value of all remuneration paid in any medium
other than cash; except that such term shall not include that
part of the remuneration which, after remuneration equal to
$3,000 has been paid to an individual by an employer with respect
t0 employment during any calendar year, is paid to such indi-
vidual by such employer with respect to employment during such
calendar year.

(b) The term *employment” means any service, of whatever
nature, performed within the United States or as an officer or
member of the crew of a vessel documented under the laws of the
United States, by an employee for his employer, except—

(1) Agricultural labor;

(2) Domestic service in a Drivate home;

(3) Casual lakor not in the course of the employer's trade or
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(4) Service performed in the employ of the United States Gov-
ernment or of an instrumentality of the United States;

(5) Service performed in the employ of a State, a political sub-
division thereof, or an instrumentality of one or more States or
poiitical subdivisions;

(6) Service performed in the employ of a corporation, commu-
nity chest, fund, or foundation, organized and operated exclusively
for religious, charitable, sclentific, literary, or educational pure
poses, or for the prevention of cruelty to children or animals, no
part of the net earnings of which inures to the benefit of any
private shareholder or individual.

The amendment was agreed to.

The next amendment was, on page 52, line 8, before the
words “ or more ", to strike out “ten” and insert *four”,
s0 as to make the heading read:

Title IX—Tax on employers of four or more,

The amendment was agreed to.

The next amendment was, under the subhead “ Certifica-
tion of State Laws ”, on page 53, line 18, before the word
“is ”, to strike out “ all compensation ” and insert “ compen-
sation ”, and in line 19, after the word *“ State ", to insert a
comma and “to the extent that such offices exist and are
designated by the State for the purpose ”, so as to read:

Sec. 903. (a) The Social Security Board shall approve any State
law submitted to it, within 30 days of such submission, which it
finds provides that—

(1) Compensation is to be pald through public employment

offices In the State, to the extent that such offices exist and are
designated by the State for. the purpose;

The amendment was agreed to.

The next amendment was, on page 55, line 6, before the
word “ notice ”, to insert “reasonable”; so as to read:

(b) On December 81 in each taxable year the Board shall certify
to the Secretary of the Treasury each State whose law it has previ-
ously approved, except that it shall not certify any State which,
after reasonable notice and opportunity for hearing to the State
agency, the Board finds has changed its law 50 that it no longer:
contains the provisions specified in subsection (a) or has with
respect to such taxable year falled to comply substantially with
any such provision.

The amendment was agreed to.

The next amendment was, under the subhead “ Adminis-
tration, Refunds, and Penalties”, on page 58, line 3, after
the word “ collections ” and the period, to insert “If the tax
is not paid when due, there shall be added as part of the tax
interest at the rate of one-half of 1 percent per month from
the date the tax became due until paid ”; so as to read:

Sec. 905. (a) 'The tax Imposed by this title shall be collected by
the Bureau of Internal Revenue under the direction of the Secre-
tary of the Treasury and shall be paid into the Treasury of the
United States as Internal-revenue collections. If the tax is not
pald when due, there shall be added as part of the tax interest at
the rate of one-half of 1 percent per month from the date the tax
became due until patd.

The amendment was agreed to.

The next amendment was, under the subhead * Defini-
tions ”, on page 60, line 19, after the word *“ some ", to strike
out “ twenty ” and insert “thirteen”; and in line 23, after
the word “ was ”, to strike out “ ten ” and insert “ four ”; so
as to read:

Sec. 907. When used in this title— -

(a) The term * employer ” does not include any person unless on
each of some 13 days during the taxable year, each day being in &
different calendar week, the total number of individuals who were
in his employ for some portion of the day (whether or not at the
same moment of time) was four or mure. :

The amendment was agreed to.

The next amendment was, on page 61, line 22, after the
word “ purposes ”, to insert “ or for the prevention of cruelly
to children or animals ”; so as to read:

(7) Service performed in the employ of a corporation, community
chest, fund, or foundation, organized and operated exclusively for
religious, charitable, sclentific, literary, or educational purposes, of
for the prevention of cruelty to children or animals, no part of the
net earnings of which inures to the benefit of any private share-
holder or individual,

The amendment was agreed to.

The next amendment was, on page 62, line 8, after the
word “compensation ” to strike out the comma and insert
« all the assets of -which are mingled and undivided, and in
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which no separate account is maintained with respect to any
person ”; so as to read:

(e) The term “ unemployment fund * means a special fund,
established under a State 1aw and sdministered by a State agency,
for the payment of compensation.

The amendment was agreed to.

The next amendment was, on page 62, line 21, after the
word “sections ", to strike out “ 903 and 904 ” and insert
“ 903, 904, and 910 ”, so as to read:

RULES AND REGULATIONS

SEC. 908. The Commissioner of Internal Revenue, with the ap-
proval of the Secretary of the Treasury, shall make and publish
rules and regulations for the enforcement of this title, except
sections 903, 904, and 910.

The amendment was agreed to.
The next amendment was, on page 62, after line 21, to

insert:
ALLOWANCE OF ADDITIONAL CREDIT

Sec. 909. (a) In addition to the credit allowed under section
902, a taxpayer may, subject to the conditions imposed by section
910, credit against the tax imposed by sectlon 901 for any taxable
year after the taxable year 1937, an amount, with respect to each
State law, equal to the amount, if any, by which the contributions,
with respect to employment in such taxable year, actually pald by
the taxpayer under such law before the date of filing his return
for such taxable year, 18 exceeded by whichever the following is
the lesser—

(1) The amount of contributions which he would have been re-
quired to pay under such law for such taxable year if he had been
subject to the highest rate applicable from time to time through-
out such year to any employer under such law; or

(2) Two and seven-tenths per centum of the wages payable by
him with respect to employment with respect to which contribu-
tions for such year were required under such law,

(b) If the amount of the contributions actually g0 pald by the
taxpayer is less than the amount which he should have paid under
the State law, the additional credit under subsection (a) shall be
reduced proportionately.

(c) The total credits allowed to a taxpayer under this title shall
not exceed 90 percent of the tax against which such credits are
taken,

The amendment was agreed to.
The next amendment was, at the top of page 64, to insert:
CONDITIONS OF ADDITIONAL CEEDIT ALLOWANCE

Sec. 910. (a) A taxpayer shall be allowed the additional credit
under section 909, with respect to his contribution rate under a
State law being lower, for any taxable year, than that of another
employer subject to such law, only if the Board finds that under
such law—

(1) Buch lower rate, with respect to contributions to a pooled
fund, is permitted on the basis of not less than 3 years of com-
pensation experience;

(2) Such lower rate, with respect to contributions to a guaran-
teed employment account, is permitted only when his guaranty
of employment was fulfilled in the preceding calendar year, and
such guaranteed employment account amounts to not less than
7% percent of the total wages payable by him, In accordance with
such guaranty, with respect to employment in such State in the
preceding calendar year;

(3) Such lower rate, with respect to contributions to a separate
reserve account, is permitted only when (A) compensation has
been payable from such account throughout the preceding cal-
endar year, and (B) such account amounts to not less than five
times the largest amount of compensation paid from such account
within any one of “he three preceding calendar years, and (C)
such account amounts to not less than 7% percent of the total
wages payable by him (plus the total wages payable by any other
employers who may be contributing to such account) with respect
to employment in such State In the preceding calendar year.

(b) Such additional credit shall be reduced, if any contribu-
tions under such law are made by such taxpayer at a lower rate
under conditions not fulfilling the requirements of subsection (a),
by the amount bearing the same ratio ‘o such additional credit as
the amouat of contributions made at such lower rate bears to the
total of his contributions pald for such year under such law.

(c) As used in this section—

(1) The tgrm ‘“reserve account'™ means a separate account m
an unemployment fund, with respect to an employer or group of
employers, from which compensation is payable only with respect
to0 the unemployment of individuals who were in the employ of
such employer or of one of the employers comprising the group.

(2) The term “pooled fund “ means an unemployment fund or
eny part thereof in which all contributions are mingled and
undivided, and from which compensation is payable to all eligible
individuals, except that to individuals last employed by employers
with respect to whom reserve accounts are maintained by the
State agency, it is payable only when such accounts are exhausted.

(3) The term *guaranteed employment account ” means a sep-
arate account in an unemployment fund of contributions paid
by an employer (or group uf emplayers) who
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(A) guarantees In advance 30 hours of wages for each of 40
calendar weeks (or more, with 1 weekly hour deducted for each
added week guaranteed) in 12 months to all the individuals in
his employ in one or more distinct establishments, except that
any such individual’s guaranty may commence after a8 proba-
uonl::y period (included within 12 or less consecutive calendaf
weeks); and

(B) gives security or assurance, satisfactory to the State agency.
for the fulfillment of such guaranties,
from which account compensation shall be payable with respect
to the unemployment of any such individual whose guaranty is
not fulfilled or renewed and who 18 otherwise eligible for com-
pensation under the State law.

(4) The term *“ yea. of compensation experience ™, as applied to
an employer, means any calendar year throughout which com-
pensation was payable with respect to any individual in his
emfa]oy who became unemployed and was eligible for compen-
sation,

The amendment was agreed to.

Mr. LA FOLLETTE. Mr. President, in connection with
the committee amendment on page 62 and following pages,
I think it would be well if I were to ask unanimous consent
to have printed in the Recorp at this point an explanation
of that amendment, with which I had intended to acquaint
the Senate in case any questions should be asked about ft.
I ask unanimous consent to have the statement printed in
the Recorp at this point.

The PRESIDING OFFICER (Mr. Barxiey in the chalr).
Without objection, it is so ordered.

The statement is as follows:

THE CASE POR PERMITTING STATES TO ADOPT YHE SEPARATE Rrsmavk
ACCOUNT TYPE OF UNEMPLOYMENT-COMPENSATION LAW AND FOR
GIVING CREDIT TO EMPLOYERS WHO HAVE REGULARIZED EMPLOY=~
MENT

INTRODUCTORY STATEMENT

There are two principal types of unemployment-compensation
laws: The pooled unemployment-insurance fund type and the
separate reserve account type. In the pooled unemployment-ine
surance law all contributions are commingled, and payments of
compensation are made from this common fund regardless of the
particular employer for whom the unemployed workmen may
have worked. In the reserve account type of unemploymente
compensation law the contributions of each employer are kept
separate for accounting purposes and each employer’s account
is charged only with the compensation payable to his own
employees.

Except for accounting purposes the funds under both types of
laws will be handled In exactly the same manner. The em=-
ployers will pay their contributions to the State and the State
will, under the Social Security Act, deposit these contributions in
the United States Treasury, the Federal Reserve bank, or 8 bank
designated to recelve these deposits by the United States Treasury.
The moneys in elther case would be kept in an unemployment
trust fund in the United States Jreasury to the credit of the State
and will be invested and liquidated as directed by the Secretary
of the Treasury. The Secretary of the Treasury will keep one
account only with each State. If the separate reserve account
type of law, however, is permitted, the State will keep accounts
with each employer, crediting him with his contributions and
charging him with the payments made to his own employees,

The original economic security bill, following the recommenda-
tions of the Committee on Economic Security, permitted freedom
to the States to determine the kind of unemployment-compensa~
tion law they wished to enact. It also provided that where
employers have built up adequate reserves or have had a very
favorable unemployment experience, the States might permit
them, while they maintain such favorable employment record, to
make contributions at a lower rate than that required from other
employers, and that in that event an additional credit against
the Federal tax for unemployment-compensation purposes shall
be allowed such employers equal to the credit granted under the
State law. A similar provision occurred also in the Wagner-Lewis
bill of the Seventy-third Congress.

The House Ways and Means Committee voted to eliminate from
the bill the permission to States to have a separate reserve
account type of compensation law. Consistently with this action,
it also struck out of the bill all provisions relating to credits
for employers who have regularized their employment. The
House bill as It came to the Senate provides that only States
which have unemployment-compensation laws of the pooled type
shall be recognized for purposes of credit against the Federa] tax,
thus in effect compelling all States to adopt this particular type
of unemployment-compensation law. It also eontained no
visions for any encouragement to employers to regularize thelr
employment.

The amendment proposed by the Senate Flnance Committes to
section 907 (7) (e), restares permission to States to establish any
type of unemployment-compensation law they wish. The new
sections 909 and 810 provide for credits to employers who have
mreeulaﬂzedo 3 thelr employment, subject to conditions stated in
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EXPLANATION OF SENATE AMENDMENTS AND OF OTHER GENERAL
PURPOSES

The amendment to section 507 (7) (e) strikes from the House
bill the provision that an unemployment fund established under
a State law. to be recognized for purposes of credit against the
Federal tax imposed in title IX, must provide that all assets are
mingled and undivided and without separate accounts with respect
to any employer. Under the House bill all States would be re-
quired to have pooled unemployment funds. With the amend-
ments of the Finance Committee the States will be free to deter-
mine the type of unemployment-compensation law they wish to
adopt, and whatever type they adopt will be recognized for pur-
poses of credit against the Federal tax. This change does not
compel the States to adopt the separate reserve account type of
law but permits them to do so if they wish.

The new sections, 909 and 910, deal with what 1s called in the
bill “the allowance of additional credit.!”” Sectijon 901 lmposes
an excise tax measured by pay rolls (beginning at 1 percent and
increasing to an ultimate 3 percent) upon all employers of 10 or
more employees, with stated exceptions.

Section 902 provides for a credit not exceeding 80 percent of the
tax for payments made to State unemployment-compensation
funds which meet the conditions prescribed in section 903.

The new section 909 provides for an additional-credit to em-
ployers who have had a favorable unemployment experience. This
additional credit is the amount by which they have been per-
mitted to reduce their contributions under the State unemploy-
ment-compensation law. (As an {llustration, if the State law
permits an employer who has regularized his employment to re-
duce his rate of contribution to 2 percent. he will be entitled to
credit against the Federal tax not of the 2 percent he has actually
paid during the taxable year but of 2.7 percent—90 percent of
8 percent—which is the maximum credit that he can ever get,
since all employers must always pay at least 10 percent of the
Federal tax.) The additional credit permitted under this section
may be granted under a pooled type of unemployment-compen-
sation law as well as under the separate reserve account type of
law.

The allowance of additional credit is hedged In with conditions
which are set forth in section 910 and which are designed to
prevent a reduction In the rate of contribution when employers
have not genuinely regularized their employment. Three dif-
ferent types of provisions are distinguished, under which em-
ployers may be permitted a reduction In their rates of contribu-
tion:

(1) Reduced rates of contribution under pooled unemployment-
compensation laws.

(2) Reduced rates of contribution under separate reserve ac-
count unemployment-compensation laws.

(3) Reduced rates of contribution where employers provide
guaranteed employment.

The condition prescribed by the reduction of rates of contribu-
tion of pooled unemployment-insurance laws 18 that no reduction
may be made until after 3 years of compensation experience.
The condition applicable to the separate reserve account type of
unemployment-compensation law is that the employer must have
built up 8 reserve equal to at least five times the largest amount
of compensation which has been pald from his account within
any one of the three preceding calendar years or equal to at least
7.5 percent of his total pay roll during the preceding calendar
year, whichever is the larger.

The conditions under which reduced rates of contribution are
recognized, where permitted by the State 1aw, to an employer who
has guaranteed employment to all or some of his employees are:

(1) The period of guaranteed employment 1s at least 40 weeks
during the year with not less than 30 hours of work during any
week. (If the guaranty is for more than 40 weeks during the
years, the hours per week may be reduced by the same number as
the number of weeks of guaranteed work 1s Increased—I. e., if the
guaranty s for 42 weeks, only 28 hours of work need be given.)

(2) The employer must have actually fulfilled his guarantee.

(3) The employer must have built up a reserve of not less than
7.5 percent of his pay roll in the preceding year, from which com-
Jensation s payable to employees In the event the guarantee is
not fulfilled or not renewed, and the employee, In consequence,
becomes unemployed and i8 unable to find other work.

WHY STATES SHOULD BE PERMITTED FREEDOM OF CHOICE WITH RESPECT
TO THE TYPE OF UNEMPLOYMENT-COMPENSATION LAW THEY WISH TO
ADOPT

(1) Freedom of choice or permission to the States to determine
for themselves what type of unemployment-compensation law they
wish to adopt 15 In accord with the entire theory of the Soclal
Security Act. The Soclal Security Act contemplates not dictation
by the Federal Government but assistance to the States in develop-
ing measures of social security. In both Houses of the Congress
there has been overwhelming sentiment agalnst provisions giving
anyone in Washington authority to tell the States what they must
do. Many standards included in the original bill were eliminated
for this reason. In this particular case, however, the House
deprived the States of freedom of cholce. In substantially all other
respects“the States are free to determine what sort of unemploy-
ment-compensation law they wish. The conditions prescribed in
section 902 for the approval of State unemployment-compensation
laws are not restrictions but merely standards to make certain that
the State laws are genuine unemployment-insurance laws and not
mere relief measures. The States are left free to determine
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whether they wish to have employee contributions or not, what
walting period there shall be, what the rate of benefit shall be, the
duration of benefits, and every other feature of a compensation
law except the general type of law they wish to have. Under the
House bill they must have.a pooled unemployment-insurance fund,
though practically all other provisions can be determined as they
see it. This is utterly illogical.

(2) While there are advantages in a pooled-fund type of law,
there are also advantages In a separate reserve account type of law,
and at this stage there is no good reason why the States should
not be permitted to have the type of unemployment-compensation
law they wish. In arguing for freedom of choice for the States with
respect to the type of unemployment-compensation law they desire,
it 18 not necessary to detract from the pooled-fund ¢t of law.
Good arguments can be made In behalf of this type law, but
there are also valid arguments in favor of the other type.

The principal arguments in favor of separate reserve accounts
are the following:

(a) Separate reserve accounts furnish a stronger incentive to
employers to regularize their employment. Where an employer is
charged with the cost of compensation payable to workmen he
lays off, he naturally will make greater efforts to avold having to
lay off anyone than under a system where discharges cost him
nothing. Employers cannot prevent all unemployment, but there
is little doubt that many employers can do very much more than
they are doing through reduced hours of labor when business
slackens, and other methods.

(b) A separate reserve account type of unemployment-compen-
sation 1aw 1s stronger constitutionally than a pooled type of law.
In the recent decision of the Supreme Court in the Railroad
Retirement Board v. The Alton Railroad Co. the majority of the
Supreme Court lald considerable stress upon the fact that under
the Rallroad Retirement Act all funds were pooled and all raile
roaas were required to make contributions at the same rate regard-
less of the age composition of their employee group. The major-
ity of the Court held that a system of this kind violated the due
process clause of the Constitution—amounting to the taking of
the property of some rallroads for the benefit of the employees of
other rallroads. This particular part of the decision of the major-
ity of the Supreme Court in this case is not necessarily conclusive
upon the constivutionality of pooled unemployment-insurance
funds, but does cast doubt upon the constitutionality of such
funds unless provision i3 made for varying rates in accordance with
the risk and experience of the individual employer. Under the
separate reserve account type of law, each employer pays only for
unemployment among his own. employees. This completely meets
the objection of the majority of the Supreme Court to the Rallroad
Retirement Act.

(¢) A separate reserve account type of unemployment-compen=
sation law In actual practice is very likely to provide just as ade-
quate protection to unemployed workmen as a pooled-fund type
of law. The major argument in behalf of the pooled funds is
that they avold the difficulty of a separate reserve account which
may become exhausted, and, in consequence, the employees re-
celve nothing when they become unemployed. This must be
admitted as a possibility, but there is no guaranty that pooled
funds will not become exhausted. When pooled funds become
exhausted, nqt enly will the employees in industries which have &
vast amount of unemployment get nothing, but the employees in .
industries which have had very little will likewise get nothing.

Under the separate reserve account system, employees in estab-
lishments which regularize their employment, or which have low
unemployment rates for any other reason, are almost sure to get -
full compensation when they become unemployed. But if there
is a pooled fund, employees in such establishments and industries
may get nothing because the employees In less regular establish-
ments and industries have used up all of the fund.

Pooled unemployment-insurance funds are advantageous to in-
dustries and employees which have a great deal of unemployment
but are disadvantageous to employees in plants and industries
which have a minimum of unemployment, and the reverse of
these statements applles to separate reserve accounts.

(8) The provision of the House bill requiring all States to have
the pooled unemployment-insurance type of compensation law
will bar 8 of the 5 unemployment-Compensation laws that have
already been enacted and compel all progressive employers who
have voluntarily set up unemployment-compensation systems .to
abandon their plans. Of the five unemployment-compensation
laws which have been passed to date, those of New -York and
Washington provide for pooled unemployment-insurance funds
without any provisions for separate reserve accounts. On the
other hand, the Utah and Wisconsin laws provide for separate em-
ployer reserves In all cases. The New Hampshire law provides for
8 pooled fund from which all payments of compensation are
made but also provides that separate accounts shall be kept with
each employer. These separate accounts are for the purpose of
determining the rates of contribution to be paid by the employer
in future years, the New Hampshire law providing that the rates
of contribution shall be reduced after 8 years where employers
bave had a favorable experience and shall be increased if they
have had a poor record. The House bill bars this New Hampshire
plan, no less than the Utah and Wisconsin separate reserve ao-
count type of law.

The Wisconsin law is the only one now in actual operation.. It
was passed in 1932 and became effective, with regard to the ool-
lection of comtributions, on July 1, 1834. Since then more than
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$5,000,000 have been collected under the Wisconsin law and set
aside In separate reserve accounts for the payment of compensation
to the unemployed workmen of employers to whom these accounts
belong. Under the Wisconsin law these payments of compensation
are to begin on July 1 of this year, and more than $5,000.000 will
be available at that time for the payment of claims of workmen
who may thereafter become unemployed. If the Soclal Security
Act should become law in the form in which it passed the House,
‘Wisconsin, as well es Utah and New Hampshire, will have to scrap
its unemployment compensation act and begin all over again. The
separate reserves under the Wisconsin law are the property of the
employers, and the money already collected will have to be re-
turned to .the employers, the employees in the State Insing the
advantages of the funds which have already been accumulated.

The House bill penalizes the progressive employers and the States
which have ploneered. This is done on the assumption that sep-
arate reserve accounts are inferior to pooled unemployment-in-
surance funds. Such assumption is not based on any actual ex-
perience, but rests entirely upon theoretical grounds. For Con-
gress to penalize those who have plcneered because, forsooth, what
they have done does not please some theorists, s a gross injustice
and would have a most retarding effect upon all ploneering toward
soclal progress.

WHY THE FINANCE COMMITTEE AMENDMENT ON ADDITIONAL CREDITS
TO EMPLOYERES WHO HAVE REGULARIZED THEIR EMPLOYMENT SHOULD
BE ADOPTED
(1) Prevention of unemployment is very much more important

than compensation for unemployment. Unemployment compensa-

tion can give unemployed workers only a partial wage and for a

limited period. None of the unemployment compensation laws en-

acted to date gives compensation of more than 50 percent of the
prior wages, and in all of them the duration of payments is strictly
limited. Unemployment compensation Is distinctly better than
nothing, but s0 long as at least half-time work 18 provided the
employees are better off if they are retalned in employment than
if they are laid off. (Most employees actually prefer earning less
money and being kept on the pay roll than belng severed there-
from and drawing slightly more compensation for a limited period.)

(2) Under the Finance Committee amendment, unemployment
compensation will tend to stimulate the regularization of employ-
ment, without which the reverse eflect may result. While em=
ployers must pay the same rate of contributions, whether they
have much or little unemployment, there is no Incentive at all to
reduce unemployment. When orders slacken, the natural thing
for them to do is to discharge employees who are no longer needed.
Where employers can save money, on the other hand, through
regularizing their employment, they may be expected to do every-
thing that they can to reduce their costs. When orders slacken,
instead of discharging some employees, they will have a strong
incentive to reduce hours of labor and to spread their work among
all of their employees so that they do not have to pay compensa=
tion from their own accounts to some of these employees. Like-
wise, they will try to eliminate seasonal and other irregularities
as best they can. The extent. to which they can do so will vary
with different industries, but i.nder the stimulus of the possibility
of reducing rates of contribution, it is to be expected that em-
ployers will do very much more toward regularizing employment
than they have done heretofore.

(3) These provisions carry out the oft-expressed wish of the
President that unemployment compensation should promote the
regularization of employment. Upon this point the President
stated In his message of January 17, 1935, which dealt exclusively
with the subject of social security: “An unemployment-compensa-
tion system should be constructed in such a way as to afford every
practicable ald and Incentive toward the larger purpose of em-
ployment stabilization. This can be helped by the Iintelligent
planning of both public and private employment. ¢ * * More-
over, In order to encourage the stabilization of private employment,
Federal legislation should not foreclose the States from establishing
means for Inducing industries to afford an even greater stabiliza-
tion of employment.”

The same thought was reiterated by the President in his fireside
address on May §. The views of the President on this subject are
in accard with sound public policy and accurately refiect the senti-
ment of the country.

(4) These provisions relating to additional credit, it is belleved,
will strengthen the constitutionality of title IX. Title IX Is be-
lieved to be fairly safe agalnst attack on constitutional grounds,
because the offset provision is modeled directly after the corre-
sponding provision in the Federal estates tax law, under which
a credit is allowed (up to 80 percent of the tax) for payments
made under State Inheritance tax laws. This provision of the
Federal estates tax law was sustained as constitutional in a
unanimous decision of the United States Supreme Court in a
suit brought by the State of Florida. Nevertheless, the change
proposed in the Finance Committee amendments will be dis-
tinctly helpful in this respect. It will make it clear to the Court
that contribution rates can be adjusted in accordance with the
risk and experience of each particular employer. This renders im-
possible the application of the doctrine of the Railroad Retire-
ment Act case to title IX.

(5) Bection 911 provides ample safeguards agalnst possible apuse
of the additional credit provision. As noted above in the ex-
planation of this provision, additional credits are possible under
any type of compensation law. In each case, however, these
credits are hedged in to vrevent States from arbitrarily reducing
contribution rates to favor particular employers.
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Under the pooled-fund type of law, contribution rates may not
be reduced for 8 years and must then be made on the basts of
actual experience. Under the reserve type of law, contributions
cannot be reduced until adequate reserves have been built up.
These reserves must be at least equal to five times the maximum
amount of combensation that has been payable in any one of the
three preceding years. (In other words, an employer must have &
reserve which would enable him to pay five times the compensa«
tion he hes paid in any recent year.) 8uch reserves in no case
may be less than 7.5 percent of his annual pay roll. With a 3-per-
cent contrtbution rate, it 18 Impossible for employers to build up &
reserve of this size in less than 3 years, even if they have no
unemployment.

Similarly, guaranteed employment is hedged in with adequate
conditions. Guaranteed employment in effect amounts to putting
ordinary workmen on an annual salary basis, which is the best
possible guaranty against unemployment. If everyone were guars
anteed an annual salary there would be no need for unemployment
compensation. Under section 910 the guaranty must be & sube
stantial one and must be fulflled before the employer can get any
credit because of such guaranty. Workmen must be guaranteed
40 weeks of employment during the year, and if the guaranty is
not fulfilled or renewed, and they become unemployed, the em-
ployer must pay unemployment compensation to them on the
same basis as to other employees. To make certain that he will
have funds to do so, he must have in his reserve account at least
7.5 percent of his an—nual pay roll before his rate of contributlon
to the unemployment rund may be reduced.

With these safeguards, it is rendered certain that the additional
credit provision cannot be manipulated to give employers reduced
rates unless they have in efflect regularized their employment. It
i1s only when they have fulfilled all of the conditions and only
when the State law permits thermn to reduce their rates of contri-
bution that they are entitled to any additional credits against the
Federal tax.

The next amendment was, on page 67, after line 2, to
insert:
TITLE X—GRANTS TO STATES FOoR AID TO THE BLIND
APPROPRIATION

Secrron 1001. For the purpose of enabling each State to furnish
financial assistance, as far as practicable under the conditions in
such State, to needy individuals who are permanently blind. there
is hereby authorized to be appropriated for the fiscal year end-
ing June 30, 1936, the sum of $3,000,000, and there is hereby au-
thorized to be appropriated for each fiscal year thereafter a sum
sufficient to carry out the purposes of this title. The sums made
available under this section shall be used for making payments
to States which have submitted, and had approved by the Social
Security Board, State plans for aid to the blind.

‘The amendment was agreed to.
The next amendment was, on page 67, after line 18, to
insert:
STATE PLANS FOR AID TO THE BLIND

8ec. 1002. (a) A State plan for ald to the blind must (1) pro-
vide that it shall be In eflect in all political subdivisions of the
State, and, if administered by them, be manditory upon them;
(2) provide for financial participation by the State; (3) either
provide for the establishment or designation of a single State
agency to administer the plan, or provide for the establishment
or designation of a single State agency to supervise the adminis-
tration of the plan; (4) provide for granting to any individual,
whose clalm for aid is denled, an opportunity for a falr hearing
before such State agency; (5) provide such methods of administra~
tion (other than those relating to selection, tenure of office, and
compensation of personnel) as are found by the Board to be
necessary for the eficlent operation of the plan; (6) provide that
the State agency will make such reports, In such form and con-
talning such information as the Board may from time to time
require, and comply with such provisions as the Board may from
time to time find unecessary to assure the correctness and verifica-
tion of such reports; and (7) provide that no atd will be furnished
any individual under the plan with respect to any period with
respect to which he is recelving old-age assistance under the
State plan approved under section 2 of this act.

(b) The Board shall approve any plan which fulfills the condi~
tions specified in subsection (a), except that it shall not approve
any plan which imposes, a3 & condition of eligibility for aid to
the blind under the plan—

(1) Any residence requirement which excludes any resident of
the State who has resided therein 5 years during the 9 yehrs
immediately preceding the application for ald and has resided
therein continuously for 1 year immediately preceding the applica-
tion; or

(2) Any citizenship requirement which excludes any citizen of
the United States.

The amendment was agreed to.
‘The next amendment was, at the top of page 69, to insert:
PAYMENT TO STATKS

Sec. 1003. (a) From the sums appropriated therefor, the Secre-
tary of the Treasury shall pay to each State which has an
approved plan for ald to the blind, for each quarter,
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with the quarter commencing July 1, 1935, (1) an amount, which
shall be used exclusively as ald to the blind, equal to one-half
of the total of the sums expended during such quarter as ald to
the blind under the State plan with respect to each individual
who is petmanently blind and Is not an inmate of a public insti-
tution, not counting so much of such expenditure with respect to
any Individual for any month as exceeds $30, and (2) 5 percent
of such amount, which shall be used for paying the costs of
administering the State plan or for aid to the blind, or both, and
for no other purpose.

(b) The method of computing and paying such amounts shall
be as follows:

(1) The Board shall, prior to the beginning of each quarter,
estimate the amount to be pald to the State for such quarter
under the provisions of clause (1) of subsection (a), such estimate
to be based on (A) a report filed by the State containing its
estimate of the total sum to be expended In such quarter in
accordance with the provisions of such clause, and stating the
amount appropriated or made avallable by the State and its
political subdivisions for such expenditures In such quarter, and
if such amount is less than one-half of the total sum of such
estimated expenditures, the source or sources from which the
difference 1s expected to be derived, (B) records showing the
number of permanently blind individuals in the State, and (C)
such other investigation as the Board may find necessary.

(2) The Board shall then certify to the Secretary of the Treasury
the amount so estimated by the Board. reduced or Increased, as
the case may be, by any sum by which it finds that its estimate
for any prior quarter was greater or less than the amount which
should have been pald to the State under clause (1) of sub-
section (a) for such quarter, except to the extent that such sum
has been applied to make the amount certified for any prior
quarter greater or less than the amount estimated by the Board
for such prior quarter.

(3) The Secretary of the Treasury shall thereupon, through the
Division of Disbursement of the Treasury Department and prior
to audit or settlement by the General Accounting Office, pay to
the State at the time or times fired by the Board, the amount so
certified, Increased by 5 percent.

The amendment was agreed to.
The next amendment was, at the top of page 71, to insert:

OPERATION OF ETATE PLANS

Sec. 1004. In the case of any State plan for ald to the blind
which has been approved by the Board, if the Board, after reason-
able notice and opportunity for hearing to the State agency ad-
ministering or supervising the administration of such plan, inds—

(1) that the plan has been 50 changed as to Imposeé any resl-
dence or citizenship requirement prohibited by section 1002 (b),
or that in the administration of the plan any such prohibited
requirement is imposed, with the knowledge of such State agency,
in a substantial number of cases; or

(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section
1002 (a) to be included in the plan—
the Board shall notify such State agency that further payments
will not be made to the State until the Board is satisfied that such
prohibited requirement is no longer so imposed, and that there is
no longer any such faflure to comply. Until it is so satisfied it shall
make no further certification to the Secretary of the Treasury
with respect to such State.

The amendment was agreed to.

The next amendment was, on page 71, after line 21, to
insert:

ADMINISTRATION

Sec. 1005. There is hereby authorized to be appropriated for the
fiscal year ending June 30, 1936, the sum of $30,000 for all neces-
:‘a:'lz expenses of the Board in administering the provisions of this

The amendment was agreed to.

The next amendment was, on page 72, after line 2, to
insert:

DEFINITION

8ec. 1006. When used in this title, the term “ ald to the blind ”
means money payments to permanently blind individuals.

The Chief Clerk proceeded to read the amendment begin-
ning on page 72, after line 6, being title XI.

Mr. HARRISON. Mr, President, the Senator from Con-
necticut [Mr. LoNErGAR] is interested in this matter, and I
have agreed to let that amendment go over. Iaskt ¢ that
amendment be passed over.

The PRESIDING OFFICER. The Chair will ask to which
amendment the Senator refers.

Mr. HARRISON. The amendment on page 72, begin-
ning with line 7. I refer to all of title XI, with reference
to annuity bonds.

The PRESIDING OFFICER. Does the Senator ask that
the entire title shall be passed over?
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Mr. HARRISON. Yes; the entire title with reference to
annuity bonds.

The PRESIDING OFFICER. Without objection, the
amendment will be passed over.

The next amendment of the Committee on Finance was,
on page 80, line 5, after the word * title ”, to strike out “X”
and insert * XII ”, so as to make the heading read:

Title XII—General Provisions.

The amendment was agreed to.

The next amendment was, on page 80, line 7, after the
word “ section ”, to strike “ 1001 ” and insert “ 1201 ", s0 as
to read:

Sec. 1201. (a) When used in this act—

The amendment was agreed to.

The next amendment was, under the subhead * Rules and
Regulations ”, on page 81, line 18, to change the section
number from 1002 to 1202.

The amendment was agreed to.

The next amendment was, under the subhead “ Separa-
bility ”’, on page 82, line 2, to change the section number
from 1003 to 1203.

The amendment was agreed to.

The next amendment was, under the subhead “Reserva-
tion of Power ”, on page 82, line 8, to change the section
number from 1004 to 1204.

The amendment was agreed to.

The next amendment was, under the subhead “ Short
Title ”’, on page 82, line 11, after the word “ Sec.”, to strike
out “ 1005 ” and insert *“ 1205 '\'.\so as to read:

Sec. 1205. This act may be cited as the * Soclal Security Act.”

The amendment was agreed to.

Mr. HARRISON. Mr. President, I told several Senators
that we should complete consideration of the committes
amendments today. I wonder if any Senator desires to
speak on the bill. I notice the Senator from Oregon [Mr.
McNary] is not in the Chamber at the moment.

Mr. FLETCHER. Mr. President, is the offering of other
amendments in order at this time?

Mr. HARRISON. The Senator from New York [Mr.
WacNeEr] has an amendment with reference to those who
are blind, to which amendment personally I have no objec-
tion.

The PRESIDING OFFICER. Will the Senator from New
York send his amendment {o the desk?

Mr. WAGNER. Will the Chair indulge me for a moment?
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Mr. LONG and Mr. HARRISON addressed the Chair.

The PRESIDING OFFICER. The Senator from Missis-
sippi Is recognized:

Mr. HARRISON. 1 offer a proposed unanimous-consent
agreement and ask that it may be adopted.

The PRESIDING OFFICER. The proposed unanimous-
consent agreement will be read.

The Chief Clerk read as follows:

I ask unanimous consent that beginning Monday, June 17, at
8 o’clock p. m., no Senator shall speak more than once or longer
than 16 minutes on any amendment or motion, or more than once
or longer than 30 minutes on the bill H. R. 7260, the so-called
 soclal-security bill.”

The PRESIDING OFFICER. Is there objection?

Mr. LONG. I object. Is there objection to my having the
floor to reply to the Senator from Arizona?

Mr. HARRISON. There are several Senators interested
in having this agreement entered into.

Mr. BORAH. Mr. President, before the Senator from
Louisiana proceeds, permit me to say that the most important
discussion will arise on the amendments. Will not the Sen-
ator therefore change the time so as to give the greater
length of time on the amendments rather than on the bill
itself?

Mr. HARRISON. 1 have no objection to doing that. I
think there ought to be some kind of agreement. I modify
the agreement so as to provide not more than 30 minutes on
any amendment or motion and not longer than 15 minutes
on the bill.

Mr. McNARY. Mr. President, does the Senator propose
at this time to go forward with his efforts or to suspend
until the Senator from Louisiana shall have concluded his
remarks?

Mr. HARRISON. The Senator from Louisiana has ob-
Jected. I had been hopeful I might get this matter out of
the way.

Mr. LONQ. Mr. President, I hope the Senator from Mis-
sissippi will let me make reply to the Senator from Arizona,
and then he probably can get it out of the way.

I desire to acknowledge my gratitude for the special prep-
aration which my friend from Arizona made with regard to
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me. I would not have given him a chance to read this mar-
velously concocted written preparation had I not by acci-
dent run into the discussion between himself and the
Senator from Michigan [Mr. VANDENBERG]. I believe he has
me to thank for having brought about the occasion by which
his efforts in preparing this eloquent address were not sniped
out in some other experiences which might not have given
the Senator from Arizona the opportunity to read his care-
fully prepared statement. I thank the Senator from Ari-
zona for this.

The Senator, however, has his facts a little wrong. He
says that during these days of depression, as in the case of
all storlns, various things are washed up on the sands and
on the shores; and he says that among other things washed
up, I believe, are the catfish, the crawfish, the kingfish, the
barracuda, and other kinds of fish. The kingfish is even a
more vicious species of marine life than the barracuda itself,
so I am told; but the Senator from Arizona overlooks one
thing. There is another species that is washed up on the
shores in large numbers, and that is the tadpole. That is
the animal that I now wish to bring to the attention of the
Senator from Arizona.

The tadpole is a form of life which, during these depres-
sions, goes out and promises one thing and then comes in
and does another. That species is far more numerous than
the kingfish, the whale, the crawfish, the turtle, or any other
form of marine life. If it may please my friend the Senator
from Arizona, I shall be glad to have him call to mind that,
undertaking to avoid some of the descriptions which he has
scen fit to give to the Senate, I have taken the words of our
illustrious President for all the course I have followed here;
not that he was the first to have made the statement, but I
have taken the words of our illustrious President wherein he
said that the people of the United States are entitled to
share in a redistribution of wealth. Therefore I have used
that as my landmark since the political campaign of 1932
ended.

Some few days ago, when we had up one of our important
discussions, I was talking to a friend of mine in this body
who, during one of his heated campaigns, had sent a tele-
gram, or his office had sent a telegram, saying that he was
in favor of such-and-such a bill or such-and-such an issue,
and requesting that the fact that he was of that faith be
speedily communicated to those interested. The telegram
was sent to me, and I discussed it with my friend; and he
said to me, “ Yes; I suppose that is s0.” He said, “In the
closing days of the campaign, when I am away from my
office, and every kind of inquiry is being shot here and
yonder, the only safe thing I know to do is to have them all
telegraphed that I am in favor of whatever they telegraph
for.” I could not quarrel with that-as being the attitude of
some of my colleagues, because in this changing day of
political campaigns I can recognize that with perhaps 90
percent of us that is about the only thing we know how
to do.

For the benefit of the Senator from Arizona, however,
I will state that I am advocating what I advocated at the
age of 21. It did not have much support in this body dur-
ing those days, I am sure. It had little support when I came
here. However, it has been advocated by the present Presi-
dent of the United States, and by the ex-President of the
United States, and they are all going to be “exes” until
they either cease making that promise or some of them see
fit to keep it.

SOCIAL SECURITY

The Senate resumed consideration of the bill (H. R.

7260) to provide for the general welfare by establishing a.

system of Federal old-age benefits, and by enabling the
several Siates to make more adequate provision for aged
persons, dependent and crippled children, maternal and
child welfare, public health, and the administration of their
uncmployment compensation laws; to establish a Social
Security Board; to raise revenue; and for other purpdses.

Mr. HARRISON obtained the floor.

Mr. WAGNER. Mr. President—-
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Mr. HARRISON. Will the Senator from New York with-
hold offering his amendment until I can ascertain whether
or not we can secure an agreement for a limitation of
debate?

Mr. WAGNER. Yes.

Mr. LONG. What is the Senator’s proposal?

Mr. HARRISON. I have submitted a request for unani-
mous consent that beginning on Monday at 3 o’clock debate
be limited on any amendment-—I have changed the time to
meet the desire of the Senator from Idaho—to 25 minutes,
and 25 minutes on the bill, and that no Senator be per-
mitted to speak more than once n any amendment or 6on
the bill.

Mr, LONG. Mr. President——

The PRESIDING OFFICER. Let the Chair submit the
request to the Senate. The Senator from Mississippi submits
a request for unaniméus consent, which will be stated by the
clerk.

The enrolling clerk (William W. Horne) read as follows:

It is agreed by unanimous consent that, beginning on Monday,
June 17, at 3 o'clock p. m., no Senator shall speak more than once
or longer than 26 minutes on any amendment or motion, or more
than once or longer than 26 minutes on H. R. 7260, the social-
securlty bill,

The PRESIDING OFFICER. Is there objection?

Mr. CLARK. Mr. President, I have no desire to delay the
passage of this bill at all, but I have a rather important
amendment which I desire to discuss on Monday; and while
I shall not desire to discuss it very long at any particular
time, it is entirely probable that after I shall have discussed
the amendment there will be a reply on behalf of the experts
who have drafted the bill, and I shall probably desire to
speak twice on the bill. Under those circumstances I am
constrained to object, without any desire to delay the passage
of the bill.

Mr. HARRISON. May I ask the Senator from Missouri
what he would suggest in lieu of the proposal as submitted.
Would a limitation of 45 minutes on the bill and 30 minutes
on any amendment that may be offered be agreeable?

Mr. CLARK. That would be entirely agreeable to me so
far as the time limit is concerned, except that I might desive
to divide up my time. That is the whole question with me.

Mr. HARRISON. Then I should like the proposed agree-
ment changed so that in speaking 45 minutes on the bill &
Senator shall not be confined to one speech; that he may
divide up the time he speaks on the bill.

Mr. CONNALLY. Mr. President, the proposed unanimous-
consent agreement provides that a Senator may speak once
on each amendment and once on the bill.

Mr. HARRISON. Yes; that is true.

Mr, LA FOLLETTE. Mr. President, I suggest that the sit-
uation which the Senator from Missouri has in mind might
be taken care of by permitting the Senator to use such time
as he desires to use on the bill at different intervals and
under different recognitions from the Chair, so that if the
Senator had a total of 25 minutes on the bill, and desired to
speak for 10 minutes, he could reserve the balance of his time.

Mr. CLARK. That arrangement would be entirely satis-
factory to me.

Mr. HARRISON. Then, I ask unanimous consent that,
beginning at 3 o’clock on Monday, no Senator shall speak
longer than 25 minutes on any amendment——

Mr. McNARY. No, Mr. President; in view of the absence
of the Senator from Idaho [Mr. Borar]l and his previous
statement, I suggest that the time of speaking on amend-
ments should be 30 minutes.

Mr. HARRISON. Very well; I’ ask unanimous consent
that beginning at 3 o’clock on Monday, no Senator shall
speak more than once or longer than 30 minutes on any
amendment or motion, and that on the bill he shall not
speak longer than 45 minutes.

Mr. CONNALLY. That he shall speak only once and not
longer than 45 minutes?

Mr. HARRISON. No; I did not say “ once ” on the bill
That time can be divided up.
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Mr. LONG. 1 think that is all right, with the specific
understanding that the 45 minutes can be divided up as one
may desire, which will enable one offering an amendment, by
speaking under his time on the bill, to make reply.

Mr. HARRISON. Absolutely.

Mr. LONG. I think that is all right.

The PRESIDING OFFICER. Is there objection to the
request? The Chair hears none, and it is so ordered.

The agreement as entered into was reduced to writing,
as follows:

Ordered by unanimous consent, That beginning Monday, June
17, at 8 o'clock p. m.,.-no Senator shall speak more than once or

longer than 30 minutes on any amendment or motion, and not
longer than 45 minutes on the bill H. R. 7260, the soclal security
bill,

Mr. WAGNER. Mr. President, I send to the desk three
amendments which simply make more flexible the provi-
sions permitting the use of some of the funds provided under
this proposed legislation for the benefit of the blind. They
are amendments which have been suggested to me by Helen
Keller. There is no woman in the country who is more in-
terested in the underprivilegéd than is that remarkable
woman.

I understand that the consideration of these amendments
will require a reconsideration of the votes by which the com-
mittee amendments were adopted at the respective places.

The PRESIDING OFFICER (Mr. ConnaLLY in the chair).
The Senator from New York asks unanimous consent that
the vote by which title X was adopted may be reconsidered
in order that he may offer certain amendments. Is there
objection? The Chair hears none, and the vote is recon-
sidered.

The Senator from New York offers certain amendments
which will be stated.

The CuHier CLERK. In the committee amendment, on page
72, at the end of line 6, before the period, it is proposed to
insert—

and money expended for locating blind persons, for providing
diagnoses of their eye condition, and for training and employ-
ment of the adult blind.

Mr. HARRISON. Mr. President, I may say with reference
to that amendment that it will require no additional money,
but part of the appropriation made in the bill may be used
for this purpose. The Association for the Blind have made
this request. It seems to me most reasonable, and I hope
the amendment will be adopted.

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from New York
to the amendment reported by the committee.

The amendment to the amendment was agreed to.

The CHIeF CLERE. In the committee amendment on page
67, after line 16, it is proposed to insert:

Of sald sum, each year 81,500,000 or such part thereof as shall
be necessary shall be used In making payments to States of
amounts equal to one-half of the total of thé sums expended.

Mr. HARRISON. That carries out the same idea.

Mr. WAGNER. The same idea.

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from New York
to the committee amendment.

The amendment to the amendment was agreed to.

The Crier CLERK. On page 68, at the end of line 15, it is
proposed to insert the following:

(8) provide that money payments to any permanently blind in-
dividual will be granted in direct proportion to his need; and

(9) contain a definition of blindness and & definition of needy
individuals which will meet the approval of the Social Security

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from New York
to the committee amendment.

The amendment to the amendment was agreed to.

The PRESIDING OFFICER. The question now is on
agreeing to the amendment, as amended.

The amendment, as cmended, was agreed to.
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Mr. WALSH. Mr, President, I ask the Senator from
Mississippi whether it is agreeable to consider at this time
two amendments which I have offered.

Mr. HARRISON. It is.

Mr. WALSH. I submit the amendments, which relate to
subparagraph (d) on page 81. The explanation of the
amendments will be found on page 8333 of the CoNGrEs-
s10NAL REcorp of May 28, 1935.

The PRESIDING OFFICER. The clerk will state the
amendments.

The Crier Crerx. On page 81, line 12, after the word
“ Federal , it is proposed to insert the words “ or State”,
and in line 16, after the word “child ”, it is proposed to
insert a period and strike out the words “ in violation of the
law of a State.”

Mr. HARRISON. I have no objection to the amendments.

Mr. McNARY. Will the Senator from Massachusetts
state the purpose of his amendments?

Mr. WALSH. I will ask the Senator to read with me
subsection (d) on page 81, which is under the title of
“ Definitions ”:

Nothing in this act sball be construed as authorizing any
Federal—

One of the amendments provides for the insertion of the
words “ or State” in that place, so as to read:

(d) Nothing In this act shall be construed as authorizing any
Federal or State officlal, agent, or representative, in carrying out
any of the provisions of this act, to take charge of any child over
the objection of either of the parents of such child, or of .the
person standing in loco parentis to such child, in violation of the
law of a State.

The second amendment would strike out the last phrase,
“ In violation of the law of a State.” Some States have no
such law. The purpose of the amendments is to conserve
the rights of the individual from invasion by State as well
as Federal authority.

I may say that the amendments have been presented by
representatives of the Christian Science religion, who feel
very strongly upon the subject, and I believe many other
religious bodies join with them in urging that this protection
of the home is an established principle that should be pre-
served in this act. '

The PRESIDING OFFICER. The question is on agreeing
to the amendments.

The amendments were agreed to.

Mr. ROBINSON. Mr. President, I understand the Sena-
tor from Oklahoma [Mr, Gorel desires to present a resolu-
tion. When that shall have been done, with the approval
of the Chairman of the Committee on Finance, the Senator
from Mississippi [Mr. Harrisox], in charge of the pending
business, I shall move an executive session.

Mr. GORE submitted a resolution (S. Res. 152), which
appears under the appropriate heading elsewhere in today’s
RECORD.

Mr. VANDENBERG, Mr. President, bef re the Senator
from Arkansas moves an executive session will he permit
me to submit an amendment to be printed and permit me
to make a brief statement, because I am hopeful that the
Senator from Mississippi can give some consideration to the
matter between now and Monday?

Mr. ROBINSON. Very well.

Mr. VANDENBERG. MTr. President, the particular amend-
ment to which I am asking the Senator from Mississippi to
give his attentlon over the week-end deals with a totally
different phase of the problem involved in the security
legislation.

The argument advanced as to why we cannot pass old-
age pension and unemployment-insurance legislation in the
States instead of in the Federal Congress is the argument
that if one State should do it, adding, let us say, to the cost
of production or manufacture in that State, it would in-
evitably inure to the advantage of some State which had
not enacted similar legislation, and therefore, except as it
is done uniformly, it may be done prejudicially. I quite
concede that point of view. I wish to know, however,
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whether the point of view does not carry us further and
into the larger unit. This is what I mean: When we passed
the late N. R. A. legislation we included a clause providing
for more or less automatic tariff readjustment whenever in-
creased costs of production precipitated by the N. R. A.
legislation increased the differential between costs of pro-
duction at home and abroad. When we passed the A. A. A.
legislation we included the provision for tariff revision in
the event the costs of production were arbitrarily and arti-
ficially affected in the fashion indicated.

Apparently in the long run the proposed law may in-
crease, by way of pay-roll additions, the costs of production
industrially, in 1940, for example, by a billion six or seven
hundred million dollars a year, and in 1945 may increase the
costs of production, by way of pay-roll additions, nearly
$2,000,000,000.

It seems to me there should be the same automatic pro-
vision in the law for readjusting tariff differentials in respect
to the differences in the costs of production at home and
abroad if, as, and when this demonstrably proves to be
true.

There is still a further reason why I think it is important
in connection with the proposed legislation. As the Senator
from Mississippi well knows, there has been a substantial
exodus of American plants to foreign countries during the
last decade. Something like 1,800 American industrial in-
stitutions now have branch plants abroad. It occurs to me
that except as we are somewhat careful in protecting this
arbitrary and artificial increase in the costs of production at
home against the competitive advantage abroad we may be
putting a premium upon the further exodus of American
plants into some other jurisdictions where they can escape
these particular burdens. In other words, it seems to me
that precisely the same argument applies to international
competition that applies in respect to interstate competition,
and, since we are answering the interstate competition by
going to the Federal jurisdiction for our answer, I am sub-
mitting an amendment, which I am asking the Senator
from Mississippi to consider over the week-end, which would
provide an authorized approach to the consideration of off-
setting that same differential when it occurs in international
trade. I submit the amendment and ask that it be printed,
and I will appreciate it if the Senator from Mississippi and
his exp-~rts will give some consideration to it between now
and Monday.

Mr. HARRISON. Mr. President, I shall be very glad to
give consideration to it. The matter was not brought to
the attention of the committee. A similar question was pre-
sented in connection with the N. R. A., because it was recog-
nized that there would be increased costs to American pro-
ducers by virtue of the codes-and arrangements which might
be made under them. Whether or not because of this tax the
costs will be so high as to call for legislation I do not know.
I shall be very glad, however, to talk with some of the
experts of the Tariff Commission and with others and give
the matter consideration.
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SOCIAL SECURITY

The Senate resumed consideration of the bill (H. R. 7260)
to provide for the general welfare by establishing a system of
Federal old-age benefits, and by enabling the several States
to make more adequate provision for aged persons, dependent
and crippled children, maternal and child welfare, public
health, and the administration of their unemployment com-
pensation laws; to establish a Social Security Board; to
rajse revenue; and for other purposes.

Mr. LONG. Mr. President, I ask permission to send to the
desk an amendment to the pending measure, which I shall
call up today or tomorrow. I ask that it may be printed and
lie on the table.

The VICE PRESIDENT. The amendr.:ent will be received,
printed, and lie on the table.

Mr. HASTINGS. Mr. President, I desire to discuss for a
little while certain portions of the pending measure. I desire
to cover briefiy those provisions which relate to the granting
of aid to States. Then I desire to call attention to the dis-
criminations in the bill in favor of the old as against the
young, the possible effect of such discriminations, the possi-
bility of maintaining the huge reserve provided for, the cost
of the plan under title II, and, lastly and very briefly, to
title IT relating to unemployment insurance.

I think the social security bill presented to the Senate by
the committee is a very great improvement over the original
bill, known as “ 8. 1130.”

In my judgment, this bill is the most important bill that
has been presented to this session of Congress. It maps out
for the country an entirely new program. It is new in three
particulars.

First, it is new in the assistance granted to States for old-
age assistance, for aid to dependent children, for ald in
maternal and child welfare, and for public-health work.

The Federal Government has for many years been making
grants to States for the building of highways. There have
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been other appropriations made of comparatively small
amounts for other purposes, but the large item has been for
the purpose of building roads.

We are now entering into a field which heretofore has been
wholly a State responsibility. Effort has been made hereto-
fore to have the Congress give some aid to the States to take
care of their needy aged people. Many bills have been pre-
sented to the Congress having this as their purpose, but the
Congress has never acted favorably upon them.

‘This bill comes to us not only as a recommendation of the
President of the United States, but comes at a time when the
recollection and distress of the depression is fresh in our
minds and the existence of such distress is still in our very
midst. More than that, it comes at a time when the indi-
vidual States are laboring under a strained financial condi-
tion, with many of them believing that they cannot take care
of their own. This feeling upon the part of the State au-
thorities undoubtedly is partially due to the precedent of the
Federal Government in furnishing huge sums of money to
take care of the needy in the States. That it was necessary
for the Federal Government to do something along this line
is admitted by all; the question which has caused much
debate in and out of Congress is the plan and method
employed in giving such aid.

The conditions which I have recited and the precedent
we have established make it exceedingly difficult to oppose
this part of the pending bill. I have, after much considera-
tion, reached the conclusion that it is necessary to support
these grants to the States for the purposes set out in the
bill. In doing so I do not overlook the great dangers which
such action on our part at this or any other time will bring
to the principles upon which our Government was founded.
When the Federal Government adopts as a permanent
policy a plan to contribute from the Federal Treasury any
substantial sum for the care of the needy people of the
States it immediately begins breaking down the independ-
ence of the States by making them more responsible to a
centralized government.

I do not protest, for a protest would be of no avail. I
yield, as every elective legislator must yield under our form
of government, to what I believe to be the demand of the
great majority of the people of every State.

I should not be so much disturbed in consenting to the
grants set up in the bill for the purpose mentioned if I knew
that the precedent thereby fixed by the Congress would not
be enlarged upon by the Congresses that are to follow. I
know, however, that this is only the beginning; and I know
that the same public sentiment which supports this much
of the program will continue until the amounts which are
to be granted by the Federal Government will be increased
and the scope of the relief greatly enlarged. This demand
will continue from time to time until it will become such a
burden upon the American people that the increasing or
decreasing of the amount will become a serious political
issue.

The only hope left, in my judegment, is that the Congress
shall confine itself always to doing for a State and for the
people of the State only so much as that State does for
itself and its own people. In other words, the only safety
we have in this new program is through making certain
that the State does its full share. If we stick to that
principle, we may save ourselves from some of the serious
consequences that otherwise will come out of this plan.

Of course, Mr. President, there is nothing in this plan
that is so complicated as to prevent it from being easily
abandoned if and when the country so recovers from the
depression that such contributions on the part of the Fed-
eral Government are found to be unnecessary. In other
words, we may treat this matter at the present time under
this plan as an emergency, which may or may not develop
into a permanent policy, all of which, including the amount
of the appropriation, would depend upon the conditions
existing from year to year.

I say with perfect frankness that I have but lLittle hope
that the plan would be shandoned for the reasons I have
stated. I merely point out the ease with which it could be
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abandoned, in order that I may compare it with other fea-
tures of the bill which I cannot support.

I have called attention to the fact that there are three
parts of this bill which are entirely new. I have been dis-
cussing only one that is contained in titles I, IV, V, and VI,
and another title relating to the blind.

FEDERAL OLD-AGE BENEFITS

Title I, found on page 7, refers to Federal old-age benefits,
and is perhaps the most complicated and far-reaching legis-
lation in which the Congress has ever indulged. It is an
effort to write into law a forced annuity system for a certain
class of persons. My recollection is that it affects about 50
percent of the persons who are gainfully employed. There
will be found on page 9 of the majority report a table which
shows that in 10 years there will be accumulated in this
reserve fund a little less than $10,000,000,000, in 18 years &
little more than $22,000,000,000, and in 43 years the balance
in reserve will be something like $47,000,000,000. ‘The ac-
cumulation of this amount of money in a democratic form
of government like our own is unthinkable,

It must be remembered that this effort to create an old-
age reserve account to take care of all persons in the future
is not a contract that can be enforced by anybody. What we
do here is merely to pass an act of the Congress, which may
be changed by any Congress in the future, and has in it noth-
ing upon which American citizens can depend. Does any-
body believe that such a huge sum of money, accumulated
for any purpose, could be preserved intact? Does anybody
doubt that it would be subjected to all kinds of demands? I
can think of nothing so dangerous as an accumulation of
the huge sum of $47,000,000,000 for the purpose of taking
care of persons who have not yet arrived at the age where
they can participate in the fund

It must be borne in mind in this connection that this huge
fund will have been accumulated for the purpose of taking
care of only about one-half of the persons who will have been
gainfully employed.

‘There will be found in the majority report, on page 9, this
very significant statement:

To reduce the cost of free pensions for these groups in the popu-
lation, we deemed it desirable that the bill should include provi-
sions for annuity bonds to be issued by the Treasury.

I think this statement ts somewhat misleading. The refer-
ence is made to title XI, which provides that the Federal
Government may issue annuity bonds. The statement is
made in the report that it is believed that such authority
to issue annuity bonds will reduce the cost of free pensions
for the persons who are not included in the other plan.
There can be no hope, in my judgment, of this accomplishing
any such purpose.

I may say in that connection that, so far as I know,
there is no particular advantage in annuities of this kind
over annuities of the kind which have been issued by in-
surance companies in the past, and are being issued today.

It it be true that the annuity plan suggested in the bill
will take care of one-half of the people who are not now
being taken care of, it seems to me we might very well
apply it to the entire class that is to be taken care of.

DISCRIMINATIONS

Now, Mr. President, in some detail and perhaps with some
tediousness I shall point out some of the discriminations in
the bill, and I do it for more than one reason. I do it not
only for the purpose of showing the unfairmess of the bill
itself but for the purpose of calling to the attention of the
Senate what some future Congress will need when faced
:;‘&h the discriminations which will be practiced under the

I think it desirable to point out the many discriminations.
They are against the young man and in favor of the older
man. In my comparisons, unless otherwise stated, I shah
assume that the wage received is $100 per month in each
instance, and that the employee makes full time.

Under the plan as set out in the bill at the bottom of
page 9, if a man begins to pay in January 1, 1937, and
pays in for 5 years, he will have paid on an earned income
of $6,000. In order to find out how much he gets each
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monith we take one-half of 1 percent of the first $3,000,
which makes $15 per month, and we take one-twelfth of 1
percent of the other $3,000, which makes $2.50 per month,
or a total of $17.50 per month. If this man is 60 years of
age when he begins to pay in, he may retire at the age of
65 and get $17.50 per month.

There has been contributed for him and by him during
these first 5 years $144, being 2 percent for the first 3 years,
and 3 percent for the next 2 years. If this sum were paid
to an insurance company, it would purchase an annuity of
$1.17 per month.

The mortality table shows that a man 65 years of age is
expected to live for a period of 12 years.

If we should take the $17.50 per month allowed him under
this bill, he would be paid $210 per year, and for a period
of 12 years it would amount to $2,520. If we should place
it upon a sound basis, however, and pay him $1.17 per
month, he would receive $14.04 per year, or a total for the
12 years of $168.48; so that particular person, whether he
be in need or not, would get from some source $2,351.52
more than the money contributed by himself and his em-
ployer would earn.

Take another instance, and assume that the man who
goes in on January 1, 1937, is 55 years of age. It will be
observed in the majority report on page 8 that that man
will be entitled to $22.50 per month. During the 10 years
he will earn $12,000, and there will be paid in by him and
for him $384. That $384 with interest at 3 percent will
purchase an annuity of $3.76 per month. If he lives for 12
years and draws $22.50 per month, or $270 a year, he will
receive $3,240, while if he only drew the amount that the
$384 and interest at 3 percent would provide, namely, $3.76
per month, or $45.12 per year, he woud draw $541.44, a
difference of $2,698.56 for each particular person in that
class.

But let us take the man who goes in at 50 years of age
and pays in for 15 years. There will be paid in by him and
for him $720, and this sum will purchase an annuity of $7.67
per month, whereas under the plan of the bill he would be
entitled to $15 per month on his first $3,000 of earnings and
$12.50 per month on the balance of his earnings, or a total
of $27.50 per month, or $330 per year; and assuming that he
lived for a period of 12 years he would draw $3,960: while
his annuity of $7.67 per month, or $92.04 per year, for a
period of 12 years would make a total of $1,104.48, which
amount deducted from the $3,960 under the plan leaves
$2,855.52, which must be paid from some other source to
every person in this particular class, regardless of whether
or not he is in need.

But suppose he goes in at 35 years of age, and payments
are made by him and for him fot a period of 30 years. For
the first 15-year period the amount paid in amounts to $720,
but for the next 15-year period the rate is uniform at 6 per-
cent. The additional amount, therefore, paid in that could
be used to purchase an annuity would be $1,080, making a
total of $1,800. Under the plan he. gets $42.50 per month, or
$510 per year, and assuming that he lives 12 years, and, of
course, it may be more or less, he would receive a total of
$6,120. The annuity that could be purchased for him with
$1,800 that has been paid in for him and by him would
amount to $25.72 per month, or $308.64 a year, or a total of
$3,702.68. This subtracted from the amount that he would
get under the plan leaves a difference of $2,417.32.

Assuming that the man goes in at the age of 25 years and
pays in for 40 years, there will be paid in by him and for him
$2,520, and this sum will purchase an annuity of $44.10 per
month, or $529.20 a year. Under the plan he would be en-
titled to $51.25 per month, or $615 per year, or a total of
$7,380, if he lved out his expectancy. The annuity that
could be purchased for him would be $529.20 per year, or
$6,350.40, leaving a balance that must be made up from some
source of $1,029.60. It will be observed that even if he goes
in at 25 years of age he still gets an advantage of $1,029.60
if everything happens that is expected to happen.

If a man goes in at the age of 20 years and pays in for
45 years, there will be paid for his account $2,880; and that
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will purchase an annuity of $55.82 a month, or $669.84 per
year, or a total for 12 years of $8,038.08. Under the plan he
would get $53.75 per month, or $645 a year, and for a period
of 12 years would receive $7,740. The persons in this ‘class
would, therefore, get $298.08 less under the plan than they
would have coming to them from the ordinary life-insurance
annuity.

Let us take another illustration, and suppose that a man
does not reach the earning age until 1949; 1949 is the year
in which the full tax becomes effective. He does not begin
to pay in until he is 20 years of age, in 1949, and under the
plan he pays in for 45 years. During that time he will have
earned $54,000, and under the plan will be entitled to $53.75
per month, or $645 a year, and for 12 years will receive a total
of $7,740. There will be paid in for him and by him $3,240,
which will purchase him an annuity of $63.50 per month, or
$822 a year, which over 12 years would make a total in pay-~
ment to him of $9,864. Under this plan he gets only $7,740,
and therefore loses $2,124.

As I have said, all of the {llustrations I have given have
been based upon a salary of $100 per month. But let me
emphasize that illustration by taking the man who reaches
the earning age in 1949, who earns $250 per month, and
pays under the plan for a period of 45 years. During that
time he will have earned $135,000, and under the plan will
be limited in pension to $85 per month, or $1,020 a year; and
if he lives out his expectancy, he will receive $12,240. There
will be paid in for his account, however, the sum of $8,100,
which, with interest compounded at 3 percent, would pur-
chase him an annuity of $171.25 a month, or $2,055 per
year, which over a 12-year period would give him a total of
$24,660. Under the plan he would get $12,240, so that there
is a difference of $12,420 which the young man, who starts
in in 1949 and pays in for a period of 45 years and earns
during the whole of that time $250 per month, will lose.

PAYMENTS UPON DEATH

Mr. President, let me call attention to another discrimi-
nation, with respect to the payments upon death, which will
be found on page 11 of the bill. Section 203 provides that
for any person dying before the age of 65, his estate shall
be entitled to 3% percent of the total wages paid to him
after December 31, 1936.

If a man, therefore, enters this plan at the age of 60
and earns $1,200 per year for 5 years, he will have earned
a total of $6,000. If he dies just as he reaches the age of
65 his estate will be entitled to have paid to it a lump sum
of $210.

The amount this particular employee has paid in, plus
the accumulated interest at 3 percent, will only amount to
$76.92, making an overpayment to the estate of $133.08.

If he has been in the plan for 15 years, the amount his
estate will receive will be $630, while the amount paid in
by him with accumulated interest will equal only $432.72,
making an overpayment of $197.28.

If he has paid in for a period of 25 years, his estate
will receive $1,050, while the amount he has paid in with
accumulated interest will be only $999.60, making an over-
payment of $50.40. So the only person who is treated with
entire equity is the man who has paid in for 25 years and
dies. His estate gets back just about what it is planned
ought to be gotten back.

If he pays in for 35 years, however, his estate will receive
only $1,470, and the amount he has paid in plus the accumu-
latéd interest will amount to $1,761.72, showing a loss to
the estate of $291.72.

I may call attention to the fact that these figures are
based upon what the employee contributes, and have noth-
ing to do with what the employer contributes.

If he pays in for 45 years and dies just at the age of 65,
his estate will be entitled to $1,890 under the plan, while the
amount he has paid in plus the accumulated interest will
amount to $2,785.92, showing a loss to his estate of $895.92.

The above illustrations are based upon the assumption
thet he began to pay in at the end of 1936, when the rates
would be less than the maximum for the first 12 years,
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If we take the iNustration of a man who starts to pay in
in the year 1949 and pays in for a period of 45 years, we will
find that his estate is entitled to the same $1,890, although
the amount the employee has contributed to the fund with
its accumulated compounded interest would amount to
$3,383.52, showing a loss to his estate of $1,493.52.

I have called attention to the fact that the youth who
enters this plan in 1949 and pays in for a period of 45 ycars
and retires at the age of 65 and then lives out his expectancy
of 12 years, will receive under the plan only $53.75 per
month, while if the same amount had been paid in on some
annuity plan he would receive $68.50 per month, making a
total loss to him during the 12 years of $2.124.

The same youth is penalized if he should pay in for 45
years and then dies at the age of 65, in that his estate would
receive only $1,890, whereas the amount that he has paid in
with accumulated interest would be $3,383.52, or a difference
of $1,49352, so that if he lives for 12 years, or until he is 77,
and draws his pension, he has a loss of $2,124, while if he
dies at 65 before beginning to draw his pension his estate is
out $1,493.52.

This discrimination is further emphasized if, instead
of taking a figure of $100 per month as the wage earner’s
pay we take $250 per month. I have shown that in such a
case if the man lived and drew his pension under this plan,
instead of drawing what he would be entitled to under a
regular annuity contract, he would lose $12,420. If the same
$250 per month man, however, pays in for 45 years and dies
just as he reaches the age of 65, his estate would get back
$4,725, while if the same amount of money had been paid
in under an annuity contract, his estate would be entitled
to get back $8,458.50, showing a loss to his estate of $3,733.80.

DISCRIMINATIONS IN AMOUNT OF SALARIES RECEIVED

A like discrimination is made between persons getting low
salaries and persons getting higher salaries. The bill favors
the man with low earnings against the man with higher
earnings.

Take the illustration found in the report on page 8. It
will be observed that a man who has paid in for 10 years
on the basis of $50 per month will receive a pension of
$1750, and that $17.50 to a man who has received a
wage of $100 per month is increased to $22.50, and it in-
creases $5 for every $50 per month increase in pay up to
$250 per month. So that the man who earns $250 per
month or five times as much as the man earning $50 per
month, will receive only g fraction more than twice as much
as the man who receives $50 per month. It must be borne
in mind also that the man who has been receiving five times
as much salary and who gets only twice as much in the form
of a pension has all of the time been paying five times as
much in taxes.

Mr. President, I call attention to the discrimination in this
bill not so much for the purpose of emphasizing the argu-
ment which will be made by those who shall participate in
this fund, who pay the taxes, and who are entitled ulti-
mately to some return from it, but I call attention to it for
the purpose of emphasizing that, after all, this is a demo-
cratic form of government and what we do here may be
changed and will be changed upon the demand of people
who have been discriminated against.

I dv 10t overlook the suggestion made by the distinguished
Senator from Wisconsin [Mr. LA FoLLETrTE] the other day
in response to & question I asked the chairman of the com-
mittee, or in response to the suggestion which I made to
the chairman of the committee as to the discriminations. I
do not overlook the fact that a part of these funds are being
paid by the employer and that the employee has not con-
tributed all the money which I have placed to his account.

That is quite true indeed, but it is not an answer at all
to the point which I make and to the questions which I
raise. The employee under this plan will either weekly,
monthly, or yearly, whatever the plan provides fer, have
in his possession some evidence of what has been placed
to his credit by the Federal Government. It will make no
difference to him whether or not a part of it has been con-
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tributed by his employer. He will say, and in many in-
stances it will be true, that he did not get enough pay
anyway, and that, therefore, he has gotten no more from
his employer than he was entitled to. However, the young
man who will go under this plan in 1949 and pay in for a
period of 45 years on a salary of $250 per month will find
when he reaches the age of 65 that under this plan he can
draw only $85 per month, while if that same fund had been
placed in the hands of some insurance company or had bzen
placed in the hands of any person who had invested it at
3-percent interest, and the 3-percent interest had accumu-
lated until he had arrived a the age of 65 years, instead of
getting $85 a month he would get a little more than $172
per month.

When he goes to his Member of Congress and sets forth
those facts and shows how hard he has worked all these
years, and how this money has been accumulated for him,
and shows how in 1935 the Congress, when it enacted this
law, enacted it in this form, because it was sald Congress
could not afford to do better than that which is now under-
taken to be done, that is, to tax that youth of the future in
order to take care of the older man of today--when he sets
forth those facts, I say that his claim will be so just, his
claim will be so fair, that no Member of Congress will dare
turn him down, and we shall have that question confronting
us, just as we have today such a question confronting us in
the matter of the soldiers’ bonus.

The soldier says, “ We went to the war and we fought for
America; we defended America while other youths at that
time remained home and were earning large sums of money.”
What do we say in reply? We cannot deny what he says.
We cannot deny that he earned much more than he received.
The only reply we can possibly give to him is, “ My dear
fellow, you cannot expect America to pay you for your patri-
otism. It is impossible. There is not enough mcney in
America to pay it. There is not money enough in the world
to pay the soldiers what they actually earned or what is due
to them, if you put it upon any such basis as that.”

So, because we promised him a bonus he comes to the Con-
gress and says, “ We need the money now, and you ought to
pay it in advance.” We cannot say, “ You did not earn it.”
We cannot say, “It is not proper to pay you in advance
because you did not earn that much money.” We have no
defense except to say, *“ We have agreed to do a certain thing
for y.u because of our great appreciation of what you did,
and we are going to limit it to that, and that is not yet due ";
and upon that ground we defend our position, and that is the
only ground upon which we can defend it.

However, when the young man who will be 20 years of age
in 1949 shall come to the American Congress with a certifi-
cate showing what has been paid in for his account, and he
shall show to the Congress not only that, but will be ableto
say to the Congress, “ If this money had been invested prop-
erly there would be coming to me now for the balance of my
life $172 a month instead of this paltry sum of $85 a month
which you expect to give me now ", when the Congress wiil
have no defense to it at all. We will have no defense at all,
because he will not have gone into this plan voluntarily.
We will have forced him into this plan. We will have forced
him to contribute to the Federal Treasury 3 percent of his
salary and will have forced his employer to do lixewise. Per-
haps all he can pay out of his salary is 3 percent; perhaps
that is all he can spare, and perhaps it is all the employer
can do for the employee; but instead of leaving it to him to
make with some organization a binding contract which would
enable him, if he lived to be 65 years of age, to get $172 a
month, and which, more than that, would enable him when
the time ol need came to borrow money, to take part of his
profit, at 60 years of age Instead of 65, all under a binding
contract, to which the careful youth and his parents and the
employer had been looking to take care of him in the future,
we force upon him a plan-of which he has no notion whether
it will be lived up to or not. He does not know whether it
will last 5 years or 10 years. He does not know whether it
will last until he is 65 years of age. He does not know what
minute Congress is going to cut him off.
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Mr. President, T suggest that that is a serious question,
which we ought to consider before we pass on this difficult
problem to some Congress in the future.

Mr. KING. Mr, President, will the Senator yield?

Mr. HASTINGS. I yield.

Mr. KING. I ask the Senator a question for information.
In the figures which he has been presenting to us has he
taken into account the fact that the payments which are
made are made both by the employer as well as by the em-
ployee? Assume that there was no payment made by the
employer, but only by the employee, is not the amount which
he would receive under the bill commensurate with the
amount which he would pay? The Senator has been debat-
ing it upon the theory that it is the equivalent of the em-
ployee making both payments, but the master pays part and
the employee pays part. However, it all inures to the em-
ployee’s advantage.

Mr, HASTINGS. Yes.

Mr. KING. Supposing that the Senator should base his
computation upon the proposition that the employee should
be entitled only to the benefits which would come from his
payments, what then would be the result?

Mr. HASTINGS. Of course, all the figures I have men-
tioned as being paid in under regular annuity would be re-
duced by 50 percent, because the employee pays only half
and the employer pays half. However, I may suggest, Mr.
President, that I think this discrimination shown in the bill
is a serious one. I say in response to the suggestion made
by the Senator from Wisconsin [Mr. La FoLLETTE] that it is a
serious discrimination. If we admit, as we must admit, that
the youth of today must be penalized in order to take care
of the older persons of today, and if there be anything in the
suggestion that the youth cannot complain, because his em-
ployer is contributing a portion of the money, then we had
better modify this bill so that there shall not go to the credit
of that youth the amount which the employer pays for him.
In other words, it is provided that a total of 6 percent shall
be paid in when the act shall become fully effective; 3 per-
cent by the employer and 3 percent by the employee. If it
be said that it is necessary to have such discriminations in
order to take care of the aged people of today, then we had
better change this bill so that there shall not go to the
credit of that youth the entire 6 percent. Give him credit
for the 3 percent which he contributes, and give him credit
for 1 percent contributed by his employer, if that is all that
can be done, or give him credit for 2 percent contributed by
his employer, but whatever we do let us not deceive that
youth by making him believe that here is an annuity plan
whereby he is contributing 50 percent and his employer is
contributing 50 percent, and that it goes to his credit, when,
as a matter of fact, part of it is taken from him in order that
we may take care of the older people of today.

I think that one of the finest things that could come to
this country would be a combination annuity plan under
which the employer and the employee would contribute a
like amount in order to take care of the employee in his
old age. But if we do it, we ought to do it upon a straight
and fair basis where every man who is an employee and
pays in and every employer who pays in for him should be
given credit for all the sums of money paid in on the em~
ployee’s account. I think the discriminations here are so
serious that we ought not to pass much of this measure at
this time; I think they are so serious that we might well
afford to give many months study, and, perhaps, years of
study, before we enter into any such plan.

Now, Mr. President, I want to discuss for a few moments
the possibility of creating or maintaining any such reserve
fund as is here contemplated. It must be borne in mind
that in order to create this fund there must be annual ap-
propriations by Congress. It is contemplated that those
annual appropriations shall be the amount of money col-
lected from the employer and the employee; but does any-
one doubt that when the Congress comes to these appro-
priations there would be manipulations so that the fund
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would not be accumulated but would be used for current
expenses of the Government?

Mr. President, we have a fine example of that—very
slight, indeed, because of the amount involved—in the case
of the civil-service retirement fund. I wonder if Senators
realize that, while there is supposed to be something like
a billion dollars accumulated in that fund and that the
actuaries say there ought to be about a billlon dollars ac-
cumulated in it, there has been practically nothing accumu-
lated in that fund? I blame no particular person for it; I
know when the Government needs money for some purpose
the question may readily be asked why should not the Gov-
ernment, when it needs money for other purposes, take out
of its till and put in some other place a certain sum of
money that is necessary for some retirement fund? There
is nothing in the civil-service retirement fund except an
I O U. Of course, the I O U is perfectly good; nobody
questions that; but I call attention to the seriousness of
the situation when it reaches the sum of $47,000,000,000.

May I inquire whether it is recognized to whom this
$47,000,000,000 will go? Who is to be in charge of that
fund? It is estimated that the persons interested in it will
be about 50 percent of the people who are gainfully em-
ployed; so somewhere between 25,000,000 and 30,000,000
voters of this Nation will be entitled to that $47,000,000,000.
In this democratic form of government, does anybody think
that the Congress can resist the demands of- those 25,000,000
people with respect to that $47,000,000,000 of money? If we
should ever be fortunate enough to accumulate any such
fund as that, does anyone doubt that there would be pro-
posals in the Congress to loan to the persons interested cer-
tain sums from the amount that has been accumulated?
Does anyone doubt that there would be formed all over this
land organizations that would want the Congress to
give them a part of that $47,000,000,000 before they reached
the age of 65? Think for a moment of what would happen
in this land of ours if 25,000,000 people at the time the de-
pression hit us had in the till somewhere, $47,000,000,000.
Does anyone doubt that such a demand would have been
made upon the Congress as would have destroyed the greater
portion of that fund?

Mr. President, I submit that in a democratic form of gov=-
ernment where a fund is created for the benefit of twenty-
five or thirty million people Congress itself would be as help-
less as a child, because the man who should not respond to
the demand of a group of voters such as that would simply
give way to another man who would respond. That has
been common experience in this country, and could be
demonstrated by precedent after precedent.

Mr. President, I do not wish to take a long time discus-
sing this matter, but I should like to bring some of the facts
to the attention of the Senate in order that we may better
realize just what we are getting into. I desire to call atten-
tion to the cost of this plan. There has been placed on
the desk of each Senator, I think, a copy of the “Data
requested of the Secretary of the Treasury by Senator JESSE
H. Mercarr and submitted by the Railroad Retirement
Board on June 4, 1935.” It is my understanding that this
is an official statement of the cost of this proposed plan.

I desire to call attention to certain figures which are
supplied in the tables submitted. It will be observed in
column 7 that without title II—that is, taking the grants
and aids to States on condition that the States will con-
tribute as much as the Federal Government contributes, by
1980, or a period of some 43 years, there will have been
expended $39,059,600,000 during that 43-year period. That
figure has been described by certain Government officials as
being shocking, and it has been stated that we cannot afford
any such scheme as that.

In column 8 is given a figure that shows what it will
cost if we adopt title XI. It must be borne in mind in con-
sidering these figures and this estimate that only about
50 percent of the people come under the plan of title I,
leaving the other 50 percent of the people to be taken care
of as they would be taken care of without title IL. ‘There
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are two estimates of those figures. To the first there is a
note attached to column 8 which reads as follows:

Basis A: Estimates of the consulting actuaries of the Committee
on Economic Security, assuming (1) old-age-benefit plan similar
to that in title II in eflect; (2) dependency ratio of 16 percent
in 1936, increasing to 20 percent in 1937—

And so forth. The total under that plan is $26,553,200,000.

So assuming these figures to be correct, we should save
something like twelve and a half billion dollars during the
period of 43 years vy taking title IT.

Under basis B, column 9, that figure {s cut down to $12,072,- 1

000,000. Basis B is the estimate of the staff of the Committee
on Economic Security.

So we have the consulting actuaries showing a figure of
$26,553,200,000, while the staff estimate is $12,072,000,000.

Now, Mr, President, I wish to show in that connection that
if we should adopt this plan that would not be the only cost.
In column 12 will be found the taxes collected for this pur-
pose, showing the flgures for the various years. The total
taxes are $78,734,800,000.

I call attention also to column 14, showing that the neces-
sary interest to keep this fund intact is $31,749,900,000.

So while it is true, if it were paid out of the Federal Treas-
ury without title IT under the plan of grants and aid, as is
provided in a part of the pending bill, assuming these figures
to be correct, the total amount necessary to appropriate
would be only a little more than $39,000,000,000; but if we
take the figures of the consulting actuaries of $26,553,000.000,
and add the tax of $78,734,800,000, plus the $31,749,900,000 of
interest, we have a sum it can hardly be conceived the Amer-
ican people will be able to pay.

It may be said that it is not fair to use the interest item,
but I invite aitention to the fact that the tax which will have
to be paid by the employer and the employee is money that
is being laid out by them, and therefore, if it were not being
laid out in this direction, it would earn for them at least 3
precent interest; so that if the actual cost to the people of
the United States, to the employers and to the employees of
the Nation, is actually $78,000,000,000, plus the nearly $32,-
000,000,000 of interest, and then we add to that the $26,553,-
000,000, we have a huge sum.

Mr. President, I made some calculations of what the costs
would be. I should like to invite the attention of the Senate
to them. If anyone finds that my figures are incorrect, I
should like to have my attention called to it. I am speaking
only of title II. Nothing I said with respect to expense has
anything to do with title III, which refers to unemployment
insurance.

Let us take title II alone and assume the figures to be
correct. Let us take column 8 as representing the actual
expense to the Federal Government, column 12 as being
the actual amount of money collected, and column 14 the
actual amount of interest to maintain the fund. It will be
found that in the year 1950 the tax upon every State in
the Union for that year alone would be 30 times the number
of people living in each State in the year 1930. That is to
say, if we take the State of Mississippi, which has some-
thing like 2,000,000 people in it, and assume that that State
pays its share, it would cost the people of Mississippi a lit-
tle more than $60,000,000 for that one year 1950 alone.

What would be the cost of the 15 years between now and
1950? In order to obtain accurate figures, it is neces-
sary to multiply the number of people living in the State
in 1930 by 250. If we take Mississippi as an illustration, it
would cost the State of Mississippi, assuming that it pays
its full share of these expenses, $500,000,000.

If we take the first 44 years, or until 1980, in order to
find out what it would cost any particular State for that
period, we multiply the number of inhabitants now living
in the State by 1,365. If we take the State of Mississippi
as an illustration and multiply the inhabitants of Missis-
sippi, 2,000,000 in number, by 1,365, we find that it would
cost that State a tremendous sum of money.

On the other hand, if we do not take title IT, but take
the same figures in order to get the amount of costs in
1950, we multiply the number of inhabitants of the State by
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6 as against 30. For the 15 years we multiply by 65 in-
stead of 250. In order to get the total up to 1930 we multi-
ply by 325 instead of by 1,365.

Mr. President, I cannot conceive of this much money
being paid for any purpose unless it be a tax upon the
consumers of the Nation. As was suggested to me & moment
ago, this Is a huge sales tax in most instances. Of course,
that Is not true in some instances, because it is not &
direct sales tax, and in a great many instances it will be
impossible to pass it along to the farmer or to the other
classes of persons who are not to be benefited by the bill.
I invite attention to the fact that the farmer who is ex-
empt, the domestic who is exempt from the bill, the other
persons who are exempt; namely, about 50 percent of the
people of the Nation, will pay no tax and will derive no benefit
from the plan, and I ask how anybody expects those people
ultimately to escape a tax which every consumer is bound
to pay under the plan in one form or another?

The PRESIDING OFFICER (Mr, Lewis in the chair).
Will the able Senator from Delaware permit the Chair to
inquire what was the source of the figures called actuarial?
Will the Senator state to the Senator from Illinois, who now
occupies the chair, through what source those actuarial
figures came? What was the source whence the figures
actually emanated?

Mr. HASTINGS. The source was a member of the com-
mittee, as I recollect. The statement is headed, “ Data re-
quested of the Secretary of the Treasury by Senator Jesse H.
MercaLr and submitted by the Railroad Retirement Board
on June 4, 1935.” I think it was Mr. Latimer who submitted
the figures. There is no question about the accuracy of the
figures. I think no one will dispute their correctness.

Mr. KING. Mr. President——

The PRESIDING OFFICER. Does the Senator from Dela-
ware yield to the Senator from Utah?

Mr. HASTINGS. Certainly.

Mr. KING. I may say that Mr. Latimer is recognized as
probably one of the best actuaries in dealing with labor
statistics and annuities in the United States, and is the head
of one of the most important boards of the Government,

Mr. HASTINGS. I thank the Senator from Utah.

Mr. President, Mr. M. A. Linton was one of the consulting
actuaries and is an outstanding actuary of the country. I
desire to quote two or three paragraphs from a speech made
by Mr. Linton before the Academy of Political Science in
New York, in which he said:

The original bill provided, as has already been pointad out, for
8 heavy Federal subsidy running sver one billlon a year for 45
years hence. In order to remove this undesirable feature the
Secretary of the Treasury proposed the increased rates of tax em-
bodied in the new bill. The purpose was to *facilitate the con-
tinued operation of the system on an adequate and sound finan-
cial basis, without imposing heavy burdens upon future genera-
tions.” The schedule accompanying the Secretary’s proposals
showed that the deficit had been removed and that by 1930 a
reserve fund of nearly 40 billions ( inclusion of the same
occupation groups &8s are in the present bill) would have been
crea

Let us examine a little mgre closely into the manner in which
the balance was accomplished. Suppose we should start out on
the assumption that the pensions we are going to pay to those
who are aged 20 or over when the plan starts, will be paid for tn
full on an actuarial basis by that same group of individuals,
That 18 to say, we shall not attempt to pass on to posterity any
part of the cost of these pensions. The adoption of the plan
would call for a level contribution from the very siart, probabsy
in excess of 81, percent of pay rolls. The rates of contribution
suggested by the Secretary started at 2 percent and increased to
6 percent in 12 years, In view of the higher figure mentioned
above, how can the proposed scale of contributions produce a
balanced system?

The answer is that after 12 years when the uniform rate will be
6 percent we ghall be charging the new workers coming into the
system say at age 20, a rate that 18 upward of 40 percent greater
than the true actusrial premium for the benefits they will receive.

When the young men of the future ask why they and their em-
ployers should have to pay so0 large a rate, the answer will be that
years before their fathers and grandfathers had made promises to
each other which they did not have the money to carry out in
full. Therefore, they conveniently decided to pass on the defi-
clency by assessing a surcharge against their children and grand-
children. When the workers of the future come to appreciate
fully the origin of this surcharge, are they not likely to make
strenuous effarts to shift it to the geheral revents fund?
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Mr. President, here is a statement that instead of the
amount of 6 percent being all that is required, this actuary—
and he is a prominent man in his profession—says that in
his judgment it would take 8% percent; so, notwithstand-
ing the discriminations, notwithstanding the penalizing of
the youth for the benefit of the older person, we still shall
have not enough tax to take care of this fund.

Mr. President, I do not wish to detain the Senate longer
with this matter. I desire, however, to call attention to the
unemployment-insurance title.

Mr. WAGNER. Mr. President, will the Senator yield be-
fore he leaves the subject he is diccussing?

Mr. HASTINGS. I yield.

Mr. WAGNER. Unfortunately, I did not hear all of the
Senator's address; but I heard his criticism of what he
termed a discrimination between the younger workers and
the older workers in the disbursement of the old-age fund.
The Senator has stated correctly that the older workers
will receive a larger chare in proportion to their contribu-
tions than the younger men. Is it the Senator’s view that
that difference ought to be made up by an appropriation
by the Government?

Mr. HASTINGS. Undoubtedly. Undoubtedly it ought to
be done in some other way than this.

Mr. WAGNER. As the Senator remembers, the original
bill provided that ultimately, when the deficit should arise
because of the higher annuity paid to the older workers,
that deficit should be made up by society itself, through the
Government, making the contribution. I do not know
whether or not the Senator cares to answer the question;
but if that change were made in the bill, would the Senator
support the proposed legislation?

Mr. HASTINGS. I am not prepared to answer that ques-
tion directly; but I will say to the Senator that I have said
that I should be very much interested if we could work out
a plan of a forced annuity, contributed to by the employer
and the employee, whereby the fund would go directly, with
3 percent interest, to that particular person. I should be
very much interested in that sort of a plan.

Mr. WAGNER. It would be difficult to work out such a
plan under a pooling system, but I think the Senator wil
recognize the fact that it is not really accurate to say that
the contribution which the younger worker makes to the
fund is used to make up the larger annuity paid to the older
worker. It really comes from the part of the fund which
is contributed by the employer of the younger worker.

Mr. HASTINGS. Yes.

Mr. WAGNER. I will say to the Senator that I am in
sympathy with his criticism, and as I introduced the bill it
provided that society itself should make up that difference.

Mr. HASTINGS. I may say to the Senator, in order to
meet the objection which the Senator has Just suggested,
namely, that the employee cannot criticize because part of
this fund will have been contributed by somebody else—that,
as I stated before, that fact will be ignored by him, because
he will say, *“ In the first place, I never did get enough wages.
I ought to have had more wages in the first place. This
contribution by my employer was made for my benefit, and
I am going to have it.” I think that is so serious a matter
that I should be inclined to give the employee, say, credit for
only 2 percent of what the employer contributed, and use
the other 1 percent to make up for the discriminations
which are contained in the bill, if I make myself clear.

Mr. WAGNER. Yes; I understand the Senator.

Mr. HASTINGS. I would have the employer contribute
1 percent for the general fund in order to get rid of that
discrimination. I really think it is a serious matter.

Mr. WAGNER. The reason why I am pressing the ques-
tion, of course, is that I wished to ascertain whether the
Senator was simply attempting to find flaws in the proposed
legislation—

Mr. HASTINGS. No.

Mr. WAGNER. Or whether, if this correction were made
by restoring the old tax rates, the Senator would support
the legislation.
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Mr. HASTINGS. No, Mr. President. In the committee
the distinguished Senator from Georgia [Mr. Georce]l and
many other Senators, largely on the Democratic side, urged
that we should not go into the matter of annuity pensions at
this time, but that we should wait; that we should separate
the subject of annuity pensions from this bill, and take a little
more time to study it, and see if we could not work out a
plan which would be agreeable to most, if not all, the Mem-
bers of the Congress.

I am not prepared at this time to say that I should vote for
any of these plans, because I have not made up my mind that
the Congress has authority to force upon anybody an an-
nuity system of any kind. As I say, I am in general sym-
pathy with the scheme. I think of all things that can be
done for a young person, the most important is to have him
begin to pay into some kind of a fund that will take care of
him in his old age, but to have the Congress of the United
States force him to make such payments is so entirely new,
and so different from my philosophy of what the Congress has
a right to do, that I am not for the moment prepared to
approve any plan of that character.

Mr. WAGNER. Of course, whether or not we ought to do
that in this comprehensive way is an entirely different ques-
tion. I think the Senator will agree, because of our ex-
perience during the past 50 years, that the only way we can
ever give the working people of our country, the wage earners
and others of low income, assurance against destitution in old
age is by some plan which will be of universal application.
The Senator knows we have tried the voluntary idea for half
a century. Yet at this late day, out of all the working people
of the country, there are only 2,000,000 of them who are
under voluntary systems. Certainly we must do something
for the rest of them sooner or later.

Mr. HASTINGS. I8 it not more than 2,000,000?

Mr. WAGNER. Two million, outside of the rallway em-
ployees—and even they are subjected to the uncertainty that
their voluntary systems will be curtailed without notice.

They have no real, permanent security. Furthermore,
statistics show that only 4 percent of the small group of
retired workers who have been under voluntary pension sys-
tems are actually drawing benefits. If we genuinely wish to
help provide against destitution in old age, there is no way
to do it except by some plan which will be of universal
application.

Mr. HASTINGS. Mr. President, of course, I know how
much interested the Senator from New York has been in
this subject for a long while, and I know how very much
it appeals to the average citizen to advocate some legisla-
tion which will take care of people in their old age.

Mr. President, I shall take only a few moments more. I
merely desired to call attention to the great Interest the
people have in unemployment assurance. I think people
generally have reached the conclusion that perhaps we can
make some progress by having some kind of unemployment
assurance. It has been insisted that the only way in which
that can be accomplished is by congressional action, and
the scheme and plan contained in title III is the result of
that suggestion.

I may call attention to the fact that what we are here
endeavoring to do—and I may emphasize that it is different
from what we have a right to do under the Constitution of
the United States—is to say to the people of a State, “ We
are going to tax the employers of your State at the rate of
3 percent annually. We are going to give them credit for
90 percent of that tax if they can show to the Federal Gov-
ernment that they have paid in under some State law &
sum of money to meet unemployment assurance, and have
spent it under the rules and regulations which have been
approved by the Federal Government. If they do that they
may get credit for 90 percent of the amount they have pald
for that purpose. Otherwise, we will take the 100 percent
and add it to the funds in the Federal Treasury.

Was any such proposal as that ever made before in any
Congress or to a free people anywhere in a democratic form
of Government such as our own? What have we to do with
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what a State does In the matter of taking care of employees
in the State when they are out of work? It is replied that
when the State cannot do it the Federal Government is
compelled to do it, and that that is the necessary excuse.
That is not a sufficient excuse. It is a sufficient excuse for us
to want to do something, but it does not give us the legal
{Jight to force any such plan as that upon the States of this
nion.

The Supreme Court has repeatedly said that Congress
cannot force upon a State by taxation, or by regulating
commerce or what not, something which the Congress thinks
a State ought to do for itself. It undoubtedly cannot do it.
But that is exactly what we are asked to do under this
measure.

There is one reason for it, and it is a very good reason.
Unless we can force this upon all the States by punishing
them upon their failure to adopt the plan by imposing a
tax upon employers within their borders it will be found
that the various industries in one State which provides for
the tax cannot compete with those in some other State
which does not impose the tax, which, by the way, is a
further demonstration that all this tax is passed on to the
consumer. That is a reasonable excuse for this legislation.
But it seems to me that the sooner we realize the limitations
upon our own power, the sooner we realize that there are
still existing 48 independent States in the Union which have
a right to control their internal affairs, the sooner we will
get away from this kind of legislation and this kind of
trouble for the Congress.

Mr. BORAH. Mr. President, will the Senator yield?

Mr. HASTINGS. 1 yield.

Mr. BORAH. 1 desire to ask the Senator with regard to
the old-age pensions for those who are now 65 years of
age. As I understand the plan, the Government would
make an allowance of $15 per person to be matched against
$15 by the State.

Mr. HASTINGS. 1Is the Senator speaking of title II or
of title I? There are two titles which relate to old-age
pensions, One is the provision whereby the Federal Gov-
ernment would contribute $15 if the States contributed $15.

Mr. BORAH. That is the one to which I have reference,
that is, in regard to people who are now 65 years of age.

Mr., HASTINGS. Yes.

Mr. BORAH. And who have no opportunity to share in
the contribution which will be made in the future.

Mr. HASTINGS. That is correct.

Mr. BORAH. As I understand it, the Government would
contribute $15, provided the State contributed $15. 7f the
State did not contribute $15, or some amount, then there
would be no contribution at all.

Mr. HASTINGS. That is correct.

Mr. BORAH. In other words, there will be no contribu-
tion except as it depznds upon the contribution made by the
State.

Mr. HASTINGS. That is correct.

Mr. BORAH. And at the utmost, if the State contributes
in full, the contribution will be only $30 per person.

Mr. HASTINGS. That is correct.

Mr. BORAH. Is the Scnator advised as to how many
States are now contributing as much as $15 for old-age pen-
sions, how many States have laws providing for that
amount?

Mr. HASTINGS. I think it is something like 23. The
figure is stated somewhere in the REcorp.

Mr. WAGNER. Mr. President, if I may volunteer the
information, 35 States have enacted old-age-pension laws
under which they contribute toward the support of dependent
old persons, and different ages are provided—In some States
70 years and in others 65. I think there are but two or three
States which contribute more than $15 a month, and the
majority of the States now, I think, are contributing less
than &15 & month.

Mr. BORAH. In other words, in that condition of affairs,
there would be no allowaace for old-aged persons in those
States at all?
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Mr. WAGNER. I did not catch the question.

Mr. BORAH. Where a State made no allowance, then the
allowance made by the National Government would not be
available?

Mr. WAGNER. That is correct.

Mr. BORAH. As a practical proposition, then, this meas-
ure does not really make any provision at all for a very large
number of old-aged people.

Mr. WAGNER. Of course, it has always heen regarded as
an obligation of the States to take care of the old people in
the States. This is the first time it has ever been proposed
that the Federal Government aid the States in taking care
of old people, and to that extent it is a new venture by the
Federal Government,

Mr. CONNALLY. Mr, President, will the Senator from
Idaho yield?

Mr. BORAH. I yleld

Mr. CONNALLY. I may say to the Senator from Idaho
that the theory is that the other States will come into the
plan when there is a Federal law. Of course, if a State has
no old-age-pension system, the Federal Government cannot
contribute toward maintaining the old people in that State.

Mr. BORAH. I understand that perfectly; nevertheless,
the fact is that no provision is being made for a very large
number of old-aged people as the laws stand in the States
now.

Mr. WAGNER. Perhaps adequate provision is not mide.
Thirty-five States are attempting to meet the.r obligatiois by
taking care of old-aged dependents, some at the age of €5 and
others at the age of 70, but in recent years, because of the de-
pression, the amounts which the States have contributed have
been somewhat reduced. The obligation to take care of the
old people has always been regarded as an obligation of the
States themselves, and the Federal Government, recognizing
that they have had difficulties fn raising the money, due to
the depression, Is for the first time in cur history proposing
to match the State contributions toward taking care of old
people. So it is a step forward, and we are hopeful, of course,
as the Senator from Texas has said, that the States which
have not inaugurated systems for taking care of the old will
enact legislation so as to get the benefit of the Federal contri-
bution.

If I may, speaking to the Senator in terms of actual
amounts spent, there is now being spent by the States for this
purpose a little less than $40,000,000.

Mr. CONNALLY. Mr. President, will the Senator from
Idaho yield to me?

Mr. BORAH. 1 yleld.

Mr. CONNALLY. As an instance, my State has no old-
age-pension system, but I think this year the people are voting
on a constitutional amendment providing for such a system,
and I anticipate that other States will follow through if this
nieasure shall become a law. The Senator from Idaho is cor-
rect In assuming that for the immediate present there will be
a large number of old-aged persons who will not receive any
grant out of the Treasury.

Mr. BORAH. Undoubtedly there are a number of States
which are not prepared financially to take care of old-age
pensions at this time. There are States which the National
Government is assisting in carrying their burdens, with ref-
erence to relief, and so forth.

Mr. WAGNER. Yes; they are.

Mr. BORAH. It seems to me we ought to take into consid-
eration the fact that, so far as the people who are now 65
years of age are concerned, this measure is not and should
not be regarded wholly as a pension proposition. These old
people, at the end of 4 or 5 years of depression, with alt
means exhausted, are In a condition where they must be
taken care of, and to make a Federal contribution ot $15 a
month dependent on whether the States are able to cone
tribute $15 in addition does not seem to me to be meeting
the situation.

There is a question of relief here, as well as the question
of pensions, because it is now the effort of the Government
to take these people from the relief rolls, and I am advised
that hundreds of thousands of them will go back into the
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miscrable poorhouses, county farms, where the living is of
the most meager kind. Does not the Senator from New
York, who has given so much time to this matter, and un-
derstands it so well, think that we ought in this provision of
the bill to take into consideration something other than the
general principles which obtain with reference to security
legislation?

I know perfectly well that there will be hundreds of thou-
sands of old people who will really die of nonnutrition if
more is not done for them than would be done under the
pending measure.

Would it not be practicable to make a better allowance, and
not make the additional allowance dependent wholly upon
State action? Let the State make an allowance equal to, say,
$15 if it can, because most of the States are unable to go
beyond that, and It the National Government make an addi-
tional allowance, which it will take out for a limited number
of years without any other allowance by the State.

Mr. GEORGE. I was going to make the suggestion that
at least the Federal Government might take care of that full
pension for a limited period of years, until the States were in
position and had by appropriate legislation been able to set
up the old-age-pension laws, even if for no more than for
2 or 3 years.

Mr. BORAH. I think something of that kind ought to be
done.

Mr. WAGNER. May I make this suggestion to the Sena-
tor: Thirty-three States have already set up machinery to
take care of their dependent old people. So there are only
15 States that have done nothing.

Mr. BORAH. Fifteen States.

Mr. WAGNER. But the Federal Government is taking
care of those not under State law, for the period of time
which the Senator from Georgia [Mr. GEORGE] suggests, by
direct relief, and in addition the Federal Government is
now supplementing local efforts by helping a great many of
the old people in all the States. The provisions of this
bill are designed to add to these efforts and also to act as
an incentive to the States to be a little more generous in
the care of their old by matching their efforts dollar for
dollar. 'This proposal is much more than the Federal Gov-
ernment ever contemplated before the serious depression.

Mr. LONG. Mr. President——

The PRESIDING OFFICER (Mr. Bone in the chair).
Does the Senator from Idaho yield to the Senator from
Louisiana?

Mr. BORAH. I yield.

Mr. LONG. I also wish to attract the attention of the
Senator from New York [Mr. WacNER]. As I understand,
this bill purports to give a pension to those who are on
charity. I have received statistics from the Census Bureau
by which I will show that those who are. actually dependent
upon charity will by the provisions of this bill receive out of
the Federal Treasury about 60 cents a month. I have statis-
tics to show that this is not a pension at all. This is not
much more than a paupers’ bill,

Mr. BORAH. May I say to the Senator from New York
that it has been brought to my attention that a number of
these elderly people, 65 years of age, at the end of 4 or 5
years of depression have now been turned back to the coun-
ties and to the States; they have been taken off relief; the
State has been asked to take care of them, and the county
has been asked to take care of them, and the county and the
State are undertaking to take care of them by means of the
poor farm, and so forth. That leads me to believe that the
Natioril Government ought to do more than to make a
contribution of $15 a month and make thal dependent upon
the proposition of the State also putting up $15, because
there is an element of relief in this matter, aside from the
question of preparing a general scheme of security.

Mr. WAGNER. I agree absolutely with the Senator from
Idaho, and the Senator knows that I would be willing to go
as far as anyone in this body. Perhaps whatever criticism
has been directed at me has been due to the fact that I have
been anxious to do too much in that regard.
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Mr. BORAH. I am addressing myself to the Senator for
that reason.

Mr. WAGNER. In the first place, the Senator from Louisi-
ana says that these people are upon charity. But the States
which have passed pension laws and called them pension
laws do not want to regard these old people as being subjects
of charity. Perhaps in a technical sense they are. But they
are citizens of the State who in their days of age have met
with adversity, and the State has assumed the obligation of
taking care of them because of their claim upon the State
to which they have made their great contributions by creat-
ing wealth in their prime.

We do not call this charity in New York, nor do they do so
in any of the other States. We have to rely upon the States
to ascertain who these people are who require aid, and the
33 States which have enacted pension laws have the machin-
ery with which they ascertain this fact. As fast as the States
ascertain that there are more who need this help the Federal
Government will certainly increase its assistance in propor-
tion.

I know of no method by which the Federal Government
can go around the country to ascertain where these people
are. We must rely upon the State machinery.

We are now saying to the States, “ You have the machinery.
By passing your laws you have said in a definite manner that
you regard it as an obligation to take care of these people
without throwing them into the poorhouse; and insofar as
you assume that obligation, we will give you a dollar for
every dollar that you spend.

I think that Is going to be an incentive throughout the
country to take better care of them. It has been suggested
that some of the States, who now contribute over $15 per
month to the dependent old, will reduce their contributions
to the $15 level that is to be matched by Federal contribu-
tions. I cannot believe that any State will be so ungenerous
as that, and I think that whatever the Federal Government
gives will be added to that which the States are already doing
for their aged people.

Mr. BORAH. Mr. President, of course the State has the
machinery, and of course the State can ascertain the num-
ber of persons who are entitled to relief, but the State does
not have the money.

Mr. WAGNER. The States have been making contribu-
tions.

Mr. BORAH. We know perfectly well that we are aiding
States to take care of their educational systems, and their
teachers, and everything else; and we know that under those
circumstances they do not have the means to take care of
these old people. These old people are people who have made
those States, in a large measure. Out through the North-
west they are the pioneers, they are the men and women who
built those Commonwealths, and because the State is not able
to take care of them they must now go to a county farm. If
we are going into this thing at all, if the National Govern-
ment is going to take hold of it, let the National Govern-
ment make a provision which will take care of these old
people during this depression, and not be bound by the
theory of a permanent scheme of national security.

Mr. WAGNER. Mr. President, I may say to the Senator
that, so far as the emergency period is concerned, the Fed-
eral Government has been helping all of the States to take
care of their old people. It will continue to do so. But this
bill provides a permanent plan in addition to what we have
been doing during the emergency. period.

I hope that the time will come shortly when we shall give
these old people even more. However, there Is nothing in
this bill to prevent the States from taking care of their de-
pendent old persons as well as they can. I have not heard
the complaint from many States that they are not able to
carry the load.

Mr. BORAH. Neither the States nor the National Gov-
ernment is generous when it stops at $30, when both pay to
make up that amount, so far as that is concerned.

Mr. RUSSELL rose.
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Mr. BORAH. Did the Senator from Georgla wish to ask
a question?

Mr. RUSSELL. In line with the suggestion of the Sena-
tor from Idaho that many of the States are unable at this
time to contribute to the old-age-pension fund, I will say
that the State which I have the honor in part to repre-
sent, under its constitution cannot levy taxes for this pur-
pose. The purposes for which taxes may be levied in the
State of Georgia are enumerated in the constitution, and
the payment of the old-age pension is not included therein.
It will be necessary to amend the constitution, and that
cannot be done until the next general election, so the people
may pass upon it. But as the Federal Government is now
turning back to the States and the counties all of the un-
employables in the State, the old people who are unable to
work, and the ones most deserving, as indicated by the
Senator from Idaho, the State is absolutely powerless to levy
a tax to raise funds for paying these people any pension
whatever,

Therefore, the people in my State will be taxed in part for
over something like 2 years to provide these funds for old-
age pensions, and until the State constitution is amended
cannot secure & single cent from the Federal Treasury to
supplement the State funds, for the State funds cannot be
provided.

I have prepared an amendment which I propose to offer at
the proper time, which will require for a period of 2 years
from the time this act goes into effect that the Federal
Government will make this contribution of $15 without
regard to any action on the part of the States.

Mr. BORAH. Let us not confine it to $15.
slow death.

Mr. RUSSELL. I shall be glad in joining the Senator
from Idaho in making it a larger sum, but I should '%e to
have something done so that the people will not starve when
the State is powerless to help them. I should like to have
contributed to my State as much as the amount of relief
contributed by the Federal Government to the other States.

Mr. WAGNER. I wonder if the Senator is not referring to
the Governor of his State, who has been criticizing whatever
appropriations we have made here to help the unfortunate in
his State.

Mr. RUSSELL. The views of the Governor of the State
on old-age pensions does not refiect the views of the people
of the State.

Mr. WAGNER. I am glad to hear the Senator say that.

Mr. RUSSELL. As a matter of fact, at its last session the
general assembly voted for a constitutional amendment pro-
viding for old-age pensions. The bill passed the house of
representatives by a vote of 165 to 1. The bill also passed
through tke senate with the required two-thirds majority.
The Governor undertook to veto the proposed constitutional
amendment. That will have to be fought out in the State
courts to see if the matter is to be submitted to the people
at the next election. Regardless of the outcome of the mat-
ter, the people of the State could not avail themselves of the
benefit of this measure before 1937, following the election of
1936, when the legislature meets again.

Mr. BORAH. I am not interested in local politics in this
situation.

Mr. RUSSELL. Neither am I interested in local politics,
and I did not inject that question, but I am tremendously
interested in seeing that the aged and aflicted and those
powerless to assist themselves in my State are given the same
benefits and advantages as are accorded the people of other
States under the terms of this bill. They should not be
penalized. Because of the constitutional inhibition, the
State is powerless, and had it not been for constitutional pro-
visions the general assembly might have passed the bill over
the veto of the Governor, but it was necessary to amend the
constitution. The legislature did all that was in their power
to do.

Mr. BORAH. The question of centrallzation of power
does not arise, because there is just as much centralization
of power in contributing $15 as there is in contributing §30.
We have undertaken to do that; that is now in the billL. So

That is just
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the only question here for discussion is whether we are tak-
ing care of the situation in dollars and cents. There is no
question of constitutional authority so far as this particular
point is concerned, because that is covered by the fact that
we have alrcady provided for $15; and the question that I am
now raising is, assuming that we are going to help, assuming
that the National Government is going to take part in this
matter, and assuming that the National Government 1is

geing to assist the States, the question is, Are we going to

assist them sufficiently to enable the old people to live?
That is the only question here. I do.not think it takes care
of them. I ask the able Senator from New York and the
able Senator from Mississippi, who is in charge of this bill,
and other Senators, who, as I know, are in full sympathy
with this proposition, Are we goingz to be satisfied to allow
only $15 a month, with the uncertainty as to whether the
States will put up anything, and, therefore, have nothing
come of it, or are we going to make a provision' which will
guarantee these old people at least a sufficient amount to
keep them from actually dying of starvation or neglect?

Mr. WAGNER. 1 may say to the Senator that he is not
accurate in saying that the States will not make any con-
tributions, and that therefore the old people will receive
nothing. As I tried to emphasize previously, there are 33
States that are already contributing.

Mr. BORAH. I am referring to the States that donot. In
those 15 States we will have no help for them whatever.

Mr. WAGNER. I will repeat what I have heretofore sald,
that I made inquiry as to all that, and I ascertained that in
all the States during this emergency period the Federal
Government has been granting relief to take care of old peo-
ple. How much they are receiving I am not able to say, but
the Federal Government has not abandoned them entirely,
even in those cases where the State has been unable to do
anything at all.

Mr. BORAH. I am advised that the FPederal Government
has notified the local authorities that they must take care of
a certain class of people, including the old people, and that,
under the program which has been worked out during the
last few months, these people are now dependent upon the
States, and they are going back to the county farm or to the
poorhouse and to similar places in order that they may be
taken care of.

If these were normal times, and if the States were In 8
normal condition, if they were in a position to raise the
money, I would feel entirely different about it; I would feel
that they ought to do it; but when we ourselves are con-
tributing for such things as educational purposes, slum clear-
ance, and so forth, that I know the States are not in a
position to do their local work. We have already crossed
that bridge; we have already passed over the proposition
that we are going to help them. Now the question is, Are
we going to help them sufficiently?

Mr. LONG. Mr. President——

The PRESIDING OFFICER. Does the Senator from
Idaho yield to the Senator from Louisiana?

Mr. BORAH. 1 yield the floor.

Mr. LONG. Mr. President, I desire to offer the amend-
ment which I sent to the desk earlier today, and I ask the
clerk to read it.
m’l‘he PRESIDING OFFICER. The amendment will be

ted.

The Cmier CLERR. It is proposed by Mr. Loxc to amend
the bill as follows:

First. On page 2, lines 3 and 4, after the word “ assist-
ance ”, strike out the comma and the following words: “ as
far as practicabfe under the conditions in such State.”

Second. On page 2, line 4, strike out the word * needy.”

Third. On page 2, line 7, strike out the figures “ $49,750,-
000 ”, and insert in lieu thereof the figures “ $3,600,000,000.”

Fourth. Beginning with line 15 on page 2, strike out all
the balance of page 2, and all of pages 3, 4, 5, and 6, down to
and including line 14 on page 7, and insert in lieu thereof
the following:

8xc.2. From the sums appropriated Secretary
the Treasury shall pay Wel;l::h%tm tm"qmu. begumn:
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with the quarter commencing July 1, 1935, such proportion of the
amount appropriated as the number of persons over the age of
60 in such State shall be to the total number of persons over the
age of 60 in the United States, to be calculated according to the
latest official reports of the United States census. That the same
shall be remitted to each State solely on condition that it make
due and legal provision to pay the same in equal sums to all
persons in the said State who are ovcr 60 years of age and
whose net income during the preceding 12 months was less than
8500, or whose ownership and possession of property is of a value
less than 83.000; and nothing hereby provided shall prevent any
State or subdivision thereof from providing additional pension
to any person from the revenues of such State or subdivision
thereof.

Seventh. On page 16, beginning with line 16, strike out
down to and including line 21 and insert in lieu thereof the

following:

Sec. 301. For the purpose of enabling each State to furnish
financial assistance to persons who are unemployed and who re-
ceive no berefits under title I of this bill, there is hereby au~
thorized to be appropriated, for the fiscal year ending June 30,
1936, the sum of $1,000,000,000, and for each fiscal year thereafter
the sum of $1,000,000,000 to be used as hereinafter provided.

Eighth. On page 17, beginning with line 9, strike out the
following:
The Board shall not certify for payment under this section in

any fiscal year a total amount in excess of the amount appropri~
ated therefor for such fiscal year.

Ninth. On page 19, line 24, after the word “ State ”, change
the period to a semicolon and add the following:

Provided, That the sald State agency shall have right to contest
any and all findings of such Board in a suft filed in a United
States district court in the said State.

Tenth. On page 20, line 11, strike out the figures * $24,~
750,000 ” and insert in lieu thereof “ $1,000,000,000.”

Eleventh. On page 20, line 13, strike out the words “ a sum
sufficient ” and insert in lieu thereof the words “ an equal
sum.”

Twelfth. On page 21, line 6, after the word “agency”,
strike out the semicolon and insert the following: * with
right to appeal to the courts of the State;”.

Thirteenth. On page 21, line 22, beginning with the figure
“@)", strike out the figure “(1)”, and all of line 23 and
24, and lines 1, 2, and 3 on page 22.

Fourteenth. On page 22, line 10, strike out the word *“ one~
third ” and insert in lieu thereof the word “ three-fourths.”

Fifteenth. On page 23, line 5, strike out the word * two-~
thirds " and insert in lieu thereof the word “ one-fourth.”

Sixteenth. On page 24, line 25, after the word “ State ™,
change the period to a semicolon and insert the following:
“the said State agency shall have the right to contest in a
district court of the United States the action of the said
Secretary of Labor to be filed in such court in the State
wherein said State board may be domiciled.”

Seventeenth. Beginning on. page 44, strike out all of title
VIII, and insert in lieu thereof the following:

TrTLE VIII. REVENUES FOR PURPOSES HEREIN PROVIDED

SectioN 1. In addition to other taxes levied and collected there
shall be annually levied, collected, and pald upon the wealth or
property owned by every individual‘a tax thereon in accordance
with the following provisions, viz:

() One percent on the value In excess of $1,000,000 and up to
and including 82,000,000.

(b) Two percent on the value in excess of $2,000,000 and up to
and including $3,000,000.

(c) Four percent on the value In excess of $3,000,000 and up
to and including $4,000,000.

(d) Eight percent on the value in excess of $4,000,000 and up
to and including $5,000,000.

(e) Sixteen percent on the value in excess of 85,000,000 and up
to and including $6,000,000,

(f) Thirty-two percent on the value in excess of 86,000,000 and
up to and including $7,000,000.

(g) Sixty-four percent on the value in excess of $7,000,000 and
up to and including $8,000,000.

(h) Ninety-nine percent on the value in excess of $8,0C0,000.

SEC. 2. The sald taxes shall be levied and collected annually,
shall further allow to the taxpayer the opportunity to make pay-
ment of the same in cash or in kind, and the Treasury shall make
disposition and handle the same in a.cordance and subject to the
provisions contained in said title IX,

SEc. 3. Such sums as are collected hereby as are in excess of the
requirements under the provisions of this act shall be used for
the other lawful purposes of government, to include future legisla~
tion of Congress to provide the families of the United States with
reasonable homesteads and the comforts thereof.
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Eighteenth. Beginning on page 52, line 8, strike out all
of title IX.

FORCE OR LAW BRING ABOUT REDISTRIBUTION OF WEALTH

The PRESIDING OFFICER. The Chair is not certain
whether the Senator from Louisiana is in order in speaking
on his amendment or amendments for the reason that under
the agreement to consider committee amendments first, title
XI, which is the committee amendment, has not yet been
disposed of. The Chair wonders what the Senator from Mis-
sissippi desires to do in that connection?

Mr. HARRISON. I have no objection to considering the
amendments as a whole so we may get them out of the way.
I ask unanimous consent that they may be considered en
bloc.

The PRESIDING OFFICER. Does the Senator from Lou-
isiana desire to have his amendments considered en bloc?

Mr. LONG. I would.

The PRESIDING OFFICER. 1Is there objection? ‘The
Chair hears none, and it is so ordered.

Mr. BORAH. Does considering them as a whole, or en
bloc, mean that the amendments are not subject to amend-
ment?

Mr. LONG. They are subject to amendment, of course;
but it means they will all be considered as one amendment.
As a matter of fact, it is the same principle throughout.

Mr. President, I shall show that what is proposed by the
present bill is an impossibility, impossibie in any respect
either on the law or on the facts. I shall show that what I
am proposing is feasible, practicable, constitutional, and
workable.

In the first place, the Senator from Idaho [Mr. Borag)
made a statement to which I wish to refer for just a mo-
ment. If we are going to provide an old-age pension, then
let us provide a sum sufiicient to pay old-age pensions. I
do not agree that the pension should start at age 65, nor
was that the position of the President of the United States.
He thought it ought to begin at 60, and everyone else I ever
heard of has always stated 60 years would be the age at
which to start payment of a pension. I never heard of it
being placed at 65 years of age until the bill came before us.

Mr. WAGNER. Mr. President——

The PRESIDING OFFICER. Does the Senator from
Louisiana yield to the Senator from New York?

Mr. LONG. 1 yield.

Mr. WAGNER. Most of the State laws which I have ex-
amined provide for a pension beginning at the age of 70.

Mr. LONG. I have tried to explain to my friend from
New York that while they may be called “ pension ” laws, yet
they are “ pauper ” laws.

Mr. WAGNER. The States do not agree with the Sen-
ator.

Mr. LONG. But the dictionary does. I hate to refer to
any man as a pauper, but the facts are, if I may be per-
mitted to have the attention of Senators, that if we have a
law which requires a man to prove himself to be destitute
and needy before he can get any allowance, we compel him
to admit or, indeed, to claim that he is a pauper. It is not
a pension law. We pension the judges of the courts for the
services which they previously rendered, whether they have
any money or not. We pension soldiers of the Spanish-
American and Civil Wars whether they have any money or
not. That is a pension. But when we provide by law that a
man must prove himself to be destitute or to be needy before
he can get any money, and only that man is permitted to get
any money under the law, then it becomes only a pauper law.

Mr. WAGNER. Mr. President, will the Senator yield fur-
ther?

Mr. LONG. I yield.

Mr. WAGNER. I am anxious to understand clearly the
Senator’s amendment. The Senator would take those over
60 years of age—

Mr. LONG. No. If the Senator will listen he will get it
all straight in a minute. The Senator from New York will
not listen to me as long as I have listened to him if he listens
to everything I say. I am satisfled, too, that he will not get
as much good as I do.
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Mr. President, there are 10,335,120 persons over the age
of 60 in the United States. I need only refer to Government
compilations and the statement of the Senator from New
York. Of this number there are 96 percent whose earning
capacity is below that which enables them to live on a nor-
mal-subsistence basis. In cther words, 96 percent of our
entire population earn less than a subsistence wage of this
kind. That is one thing on which we agree. I shall give
the Scnator better flgzures than that. I shall give
some figures which have been published by life-insurance
companies. The only thing I have now are some figures
which I clipped out of an insurance publication. This reads:

What happens to the average man of 25 upon reaching the age
of 65?7 Only one will be wealithy.

We had considerable trouble locating this advertisement.
I thought I could get it by telephoning the insurance com-
panies, but I learned that they claimed they did not have it
or they had forgotten all about it. I am sure they were in
good faith. I located it because it had been recopied in a
well-known newspaper in this country. Then I telephoned
the insurance companies and they said they would be able to
send the entire statistics in a short time. I read this again:

Only one will be wealthy. Four will be well to do and able to
enjoy comfort and recreation. Five will be working for a living
with no prospect of rclief from drudgery. Thirty-five will have
died, in many cases leaving a family in need of some assistance.
Fifty-five will be dependent upon friends or relatives for charity.

Of all those about 65 or 70 years of age who are left alive,
55 will be dependent upon charity. This was a statistical
compilation made during pretty good times. The condition
js much worse now, because our own data show it is
somewhere around 26 percent of our people who are earning
below a subsisting living.

If we are going to pay a pension that is going to amount
to anything, certainly we ought not to begin a pension too
far away from the average unemployable age. Fifty years
of age is almost an unemployable age, except for men of
talent and skill, and I do not mean manual skill. Sixty
years of age at the very worst is the furthest age at which
we should consider awarding a pension. I am going to
argue this on the basis of 60 years of age, and then I am
going to argue it on the basis of 65 years of age, and I shall
show how impossible the whole scheme is on the basis of
either 60 or 65 years of age.

Let us, for the purpose of argument, not count the 385,000,
because most of them are dead by now, having gone through
some of the years 1933 or 1934 or a part of 1935. Thus
there would be 10,000,000 people drawing $49,000,000 a year
out of the Federal Treasury. Deducting one-third—which
is more than the census shows and which is more than the
life-insurance companies show—deducting from the 10,000,-
000 people one-third, who are either wealthy or able to take
care of themselves, would mean that $49,000,000 a year, or
$4,000,000 a month, would pay those left about 56 cents
per month apiece.

If the entire $49,000,000 which is covered in the bill s
going to those found to be needy by the statistics of the
Government and by the statistics 2f private people and by
the statistics of the life-insurance companies, we would pay
them about 56 cents per month out of the United States
Treasury if we gave a so-called “pension” to everybody
who is 60 years of age or over. Of course, it might be $1
if we raised it to 65 years of age; it might be $2 if we raised
it to 70 years of age; it might be $3 if we raised it to 75
years of age, or $4 if we raised it to 85 years of age. I am
talking about an age when a pension should start. I shall
prove in a moment that raising it to 65 years of age would
still leave an impossible situation under tne bill.

There is only one way we are going to be able to pay a
pension. We cannot pay it from ordinary sources of taxa-
tion. The United States Government cannot support a pen-
sion law from the ordinary cources of taxation which now
prevdil. It is impossible to do it. The United States Gov-
ernment cannot today pay its own costs of operation from
present resources, to say nothing of the bonds which it has
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accumulated for payment in the future. The United States
Government cannot support any kind of worth-while pen-
sion project unless there is revenue to be raised from
some source not yet tapped, and a material source at that.
I have advocated raising income taxes, but that will not
bring in so much more; in fact, really not near encugh when
compared to what will be needed.

We have only one process by which we can raise a suffi-
cient amount of money to support a pension plan, a pension
plan that is worth anything to the country, and that is by &
capital-levy tax.

So, therefore, I have proposed a substitute in these words:
Instead of paying 60 cents a month, as the payment would
be, to everybody 60 years of age and over who needs a pen-
sion, I propose to pay around $30 to $35 a month to those
who should have a pension. Instead of requiring a State to
put up $15 a month, I propose that the Federal Government
shall pay from $30 to $35 a month. If a State government
is not able to put up anything, that will not deprive a man
or woman of getting his pension; and if a State government
is able to put up an adequate amount, the State, if it can
do so, may augment the Federal contribution and  give more
than $30 to $35 a month pension to people more than 60
years of age.

As an example, I state as a conservative statement that
more than one-half the States in the Union have proved
that they cannot pay any substantial sum whatever as a
pension. Why? Because they are having to rely upon the
gratuity of the Federal Government to keep their schools
open. They are having to rely upon the Federal Treasury
for unemployment relief. They are having to rely upon the
Federal Treasury for the most ordinary kind of revenue to
support the State government. Talk about making the State
treasury match the contribution of the Federal Treasury in
order to get relief! We might as well say that they have to
discontinue caring for the blind, the deaf, the dumb, the in-
sane, the crippled, and those who are in the public hospitals.
School facilities and things of that kind would have to be
curbed if that were done, because there is practically no
State in America which is operating within its budget at the
present time.

Therefore, if we say to a State, “ We are willing to give
you Federal help for an old-age pension provided you match
that help”, we are the same as saying to the State, “ You
have either a physical impossibility in one direction or an im-
practicability in another direction, because you have to cur-
tail some of the expenditures you are now making in order
that you may match the Federal funds.”

I doubt if any of the Western States, probably outside of
California, could make this payment. I doubt if any of the
Southern States could make this payment if there is a rea-
sonable pension paid. My State, the State of Louisiana, is
in a little bit better shape than the average Southern State,
as I said the other day, because of natural resources which
we have. We have there, as is well known, probably the
world'’s greatest supply of sulphur and salt. We likewise have
oil and gas deposits, and various and sundry ores that are
found in our State, which make it possible for Louisiana to
bear burdens which other States cannot bear. But if the
State of Louisiana today were called upon, according to the
life-insurance companies’ statistics, to put up $15 a month
for every man over 60 years of age who, by the records we
now have, is shown to be dependent on charity for support,
the State of Louisiana would have to glve more money than
its entire taxing resources amount to at the present time.
We should have to double the present taxes in the State of
Louisiana if we were to pay $15 a month to every man who is
over 60 years of age, who is to some extent dependent upon
charity for a living, either of outsiders or of his own imme-
diate relatives. If we were to undertake to take care of the
whole of that class of people at $15 a month, the State of
Louisiana would have to double its taxing resources in order
to pay the amount that would be required, and it is not pos-
sible for that State to do it; and if it is not possible for that
State to do it, then I know it is not possible for any other
Southern State to do it.
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Mr. President, I desire to make this further correction In
the bill: I wish to speak of the unemployment feature, and
ask the Senate to consider what I am saying as a whole.

In the unemployment feature there is donated a sum of
about $24,000,000, perhaps $40,000,000—1 do not state what
the figures are; I could run through the bill and get them—
but, at any rate, there is some small sum appropriated by
the Federal Government for unemployment relief. Why,
Mr. President, if this is going to be an unemployment bill
at all, what good is it going to do to appropriate $49,000,-
000 to iake care of unemployment when we are already
appropriating £5,000,000,000 to take care of unemployment
for the year 1935 and 19367 If we are having to appropri-
ate a billion, two billion, three billion, four billion, up to
five billicn, and perhaps $6,000,000,000 for the purpose
of taking care of unemployment in the year 1935 and pait
of the year 1936, what assurance have we that forty-nine
or fifty million dollars or $24,000,000 is going to be sufficient
for that purpose in 1936?

I propose that the States shall not have to match that
money. We provose in the bill which has been submitted
by the Finance Committee, known as the “ administration
bill ”, that a State shall get Federal unemployment money
provided the State matches it dollar for dollar. The State
cannot match it dollar for dollar now. The State never
will be able to match it dollar for dollar. The State has not
the taxing resources upon which it can depend to raise any
such amount of money as that. Therefore, unemployment
relief must of necessity be enjoyed, so far as concerns the
assistance of the Government, by a relatively small number
of the people who are entitled to it.

The next amendment which I propose is one which would
take out of the hands of Federal bureaus the power arbi-
trarily and for their own purposes to cut off a State from
old-age pension relief, or from unemployment relief, or
from dependent-children aid and relief. By the bill which
is now presented here, whenever the Federal bureau set-
up here in Washington find in their minds sufficient reason
as to why a State should not be allowed to have any more
pension aid, or any more unemployment aid, or any other
aid of that kind or character, all they have to do is to
notify the State that they consider that it has breachad
one of the rules of the bureau or one of the laws of Con-
gress, and thereupon, ipso facto, they cut them off the list
and decline to send them any money at all.

As the bill is now presented to the Senate, that leaves
it within the sole jurisdiction of that particular bureau to
do whatever it wishes to do. I add to this provision a
further clause that whenever any board handling unem-
ployment-relief funds, handling dependent-aid-for-children
funds, or handling old-age-pension funds decided that &
State ought to be cut off from any further relief the State
shall have a right to take the case into court, and if the
board is acting arbitrarily or unreasonably or without right,
the State shall have a right to contest and annual the sus-
per-ion order which prevents the State from bhaving the
relef.

Gentlemen of the Senate, that is not an .unreasonable
thing. That {s a very much needed thing. Regardless of
whether the Demacratic Party or the Republican Party is in
power, the time will come, as it always has come, when arbi-
trary actions and arbitrary orders of boards and bureaus and
commissions and bureaucrats will have to be suspended by
lawful processes of the courts. Otherwise we shall have an
arbitrary rule which will become the standard, instead of a
Judicial and a righteous and a justifiable rule.

I now come to page 44 of the bill. I propose to strike out
titles VIIT and IX. Titles VIII and IX of the bill prescribe
the revenue which is to be raised in order to carry out unem-
ployment relief. I desire to refer to those provisions briefly.

I turn over to page 44 of the bill, and I find that a very
unusual set of taxes is proposed.

The bill proposes to tax those who are employed, and also,
in addition to the other provisions that require the State to
levy taxes, provides for the levying of certain taxes by the
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Federal Government. Bear In mind that In order for the
State government to contribute its part to this Federal relief
program, the State government has to levy a tax for every
one of these things. The State has to find some new sort of
a State tax, because there is no State today which has the
revenues that would be required to carry out the purposes of
this bill any more than those purposes are now being carried
out by the States. The State will have to raise additional
revenue. Therefore there are two forms of taxes. First, the
State must provide a tax for all that is in addition to what
it is now raising in the few States that now make provision
for paupers. I mean by that, today I understand the States
are raising $49,000,000.

If they provide any more money than $49,000,000—which,
as I have previously proved, is an infinitesimal sum—if they
provide any money at all for unemployment, if they provide
for dependent aid for children, or any of these things for
which provision is made, the States will have to levy a tax
with which to do it. The State of Louisiana must levy a
tax; the State of Arkansas must levy a tax; the State of
Mississippi must levy a tax; the State of South Carolina
must levy a tax; the State of North Carolina must levy a
tax; the State of Iowa must levy a tax. Every one of the
48 States of the American Union will have to levy a tax
inside its borders in order to make the necessary contribu-
tion to the Federal relief program in order to get any money
at all out of the Federal plan.

If the States are not only unable to levy any taxes for
that purpose but if they are not even able to levy enough
taxes to support their schools, if they are not able to levy
enough taxes to support their hospitals, if they are not now
able to levy enough taxes to take care of their own domestic
affairs as they are now being handled, and if every one of
the States, or nearly every one of them, is living at a rate
that does not even provide for a balanced budget—if all of
the States are piling up deficit after deficit at the present
time in caring for things now committed to them, how can
we expect the States of the American Union to levy any
more taxes, and upon whom are they to levy these taxes?

Mr. TYDINGS. Mr. President——

The PRESIDING OFFICER (Mr. SCHWELLENBACH in the
chair). Does the Senator from Louisiana yield to the Sen-
ator from Maryland?

Mr. LONG. 1 yield.

Mr. TYDINGS. 1 should like to ask this of the Senator
from Louisiana; what will be the annual cost of administer-
ing this fund under the Senator’s plan?

Mr. LONG. The whole plan?

Mr. TYDINGS. Yes; how many billions a year would
it cost?

Mr. LONG. Somewhere near six billion.

Mr. TYDINGS. Six billion a year?

Mr. LONG. Yes.

Mr. TYDINGS. That would be in addition, of course,
to the regular expenses of the Government as we now have
them?

Mr. LONG. No; I would judge this would eliminate about
all of the present relief expenditures.

Mr. TYDINGS. 1 do not include the emergency funds.
So that we would need, in round numbers, from nine to ten
billion dollars a year upon which to operate the Federal
Government in order to carry out the Senator’s plan?

Mr. LONG. Yes.

Mr. TYDINGS. As I understand it—and I recite my
figures from memory—the national Income is around fifty or
sixty billion dollars a year.

Mr. LONG. It was forty-two billion last year.

Mr. TYDINGS. From the forest, the factory, the mine,
and the farm. That means, then, that the Federal Govern-
ment alone would take the equivalent of one-fifth, or 20
percent, of all the earnings of everybody in the country
spreading it pro rata first of all, for the purpose of the
fllustration. Is that correct?

Mr. LONG. It would be as much as that; but it does
not take the earnings, of course.
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Mr. TYDINGS. I understand. The Senator’s plan fs,
instead of raising the money in the present manner, to raise
it by inheritance taxes or by a capital levy?

Mr. LONG. A capital levy.

Mr. TYDINGS. What I am interested in at this point is
ascertaining whether the Senator has figures to show how
long it would be if we make a capital levy, and then another
year made a capital levy, and then another year make an-
other capital levy before the fortunes in the higher brackets,
which, under the impulse of the plan as originally put out,
would pay a considerable amount, would be diminished.

Mr. LONG. They would be diminished.

Mr. TYDINGS. At what point would the larger fortunes
of the country be stabilized?

Mr. LONG. I should say in about 8 years.

Mr. TYDINGS. What would be the maximum amount of
mlzx;;y any person would be able to have, under the Senator’s
p

Mr. LONG. About two and a half million dollars.

Mr. TYDINGS. After we get down to two and a half
millions, which is the outside amount any one individual
might have—

Mr. LONG. After about 8 years, I should say.

Mr. TYDINGS. What amount of taxes would have to be
levied on the two and a half million in order to raise the
nine to ten billion dollars a year necessary to operate the
Federal Government?

Mr. LONG. In the words of the Lord, we would not have
to raise any.

Mr. TYDINGS. I can see how the Senator’s plan would
work the first 2 or 3 years; he has already anticipated my
question by agreeing that the larger fortunes would be
diminished.

Mr. LONG. That is right.

Mr. TYDINGS. Now I am trying to find out how the plan
would work after the larger fortunes had been diminished.

Mr. LONG. I shall be glad to come to that now. I had
intended to come to it later, but since the Senator has raised
the question, I will explain it right now.

Mr. TYDINGS. I do not wish to interrupt the Sena-
tor—

Mr. LONG. I shall be glad to explain it right now.

Mr. TYDINGS. The question arose in my mind from the
fact that I do not see how some of the States, as the Sena-
tor himself has pointed out, can raise the sums of money
necessary to make the proposed plan effective.

Mr. LONG. They cannot.

Mr. TYDINGS. In many of the States already the Fed-
€ral Government is really carrying a large part of the load.
If the States cannot match the plan, and the plan of the
Senator is not feasible for one reason or another, it strikes
me that if the proposed act is to have real effect some means
of raising the money will have to be found other than taxing
the States to put up 50 percent.

Mr. LONG. The Senator is right, and I think I can ex-
plain to the Senator very readily the answer to the question
he has asked.

Mr. TYDINGS. Does the Senator mind my asking
another question, rather than wait for an answer?

Mr. LONG. I am glad to have the Senator ask his ques-
tion.

Mr. TYDINGS. Perhaps the Senator can develop the
whole thing at one time. How many people in the United
States would have two and a half million dollars’ worth of
property after the Senator’s plan had been in effect 10 years,
as near as he can estimate?

Mr. LONG. There would be a much larger number of
millionaires than at the present time. This is only a guess,
but I should say there would be four times the number of
millicnaires there are now.

Mr, TYDINGS. The Senator feels that through a capital
levy and expenditures of the money the opportunities for
doing business would be increased?

Mr. LONG. There is no quesiion about that,
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Mr. TYDINGS. So that more people would earn more
money and less people would earn less money?

Mr. LONG. The figures show that.

Mr. TYDINGS. Has the Senator any illustration in his-
tory where this has been done successfully?

Mr. LONG. I have the illustration of a few years back
in the United States, when we had a little bit less cen-
tralization of wealth, and our national income was around
$95,000,000,000. I have the national surveys conducted
under the joint authority of the F. E. R. A. and the housing
authorities, which show that there actually was an income
of $4,317 average per family available.

Mr. TYDINGS. Let me ask the Senator this question,
and I am not taking issue with him. I am trying to develop
his thought, because he has spoken of this several times——

Mr. LONG. Several hundred times.

Mr. TYDINGS. And this question has always been In
my mind. Suppose the Senator were wrong in assuming
that more people would have $2,500,000 than he supposes
would have that sum. Where would we get the revenue in
case his calculation miscarried, to carry on this plan, after
the capital levy had mowed down the larger fortunes?

Mr. LONG. I am coming to all that.

Mr. TYDINGS. Let me say, in connection with this, that
the Senator must realize that the $3,500,000,000 of normal
expenditures which we now have to meet are predicated
largely upon incomes derived on the larger fortunes.

Mr. LONG. That is right.

Mr. TYDINGS. So that if we destroy the larger fortunes,
we destroy also the incomes from those fortunes, and there-
fore we would have to carry the income brackets down to
the man with less income in order to make up for the losses
on the man with more income.

Mr. LONG. That would be very fine.

Mr. TYDINGS. So that the man of moderate means
would have to pay more income tax in order to give the
Government the same return if the larger fortunes were
leveled. Is that correct?

Mr. LONG. Hardly. let me illustrate, and answer the
Senator’s question as a whole. To begin with, the United
States Government would take in at the first drop of the
hat somewhere between one hundred and one hundred and
sixty-five billion dollars in wealth, not all cash, because
there is not that much cash in the world, but from one
hundred to one hundred and sixty-five billion doliars of
wealth based on the normal $421,000,000,000 of national
value in 2 normal year. That would mean that for a number
of years the United States would be peaceably, regularly,
and in an orderly manner conducting such sales, distribu-
tions, and arrangements as I propose to outline and to in-
clude in an amendment to be proposed to title IX.

But, as the Senator from Maryland said, after the time
when we had whittled down the big fortunes to a maximum
nf two and one-half million dollars, what then, says the
~enator, would we do for money for social relief? Where
would we find the hundred millionaires to tax, after 10
years, we will say? Where would we find the men who
could ‘contribute this money?

Mr. President, this is the answer to that: The beautiful
thing about it is that when we cut down the size of the big
fortunes, when we level down the 10 billionaires, and those
with fortunes of five hundred million, and those with for-
tunes of one hundred million, and those with fortunes of
ten million, so that the maximum fortune in this country
would be from a million to $3,000,000, there will be practi-
cally no such thing as a social-relief program. We will have
no such problem left, if we do as was said by the Pilgrims,
as was said by the Bible, as was said in every law upon
which this country was supposed to have been founded. It
we will cut down these monstrous fortunes to the point
where there will be only 600 people in the United States with
buying capacity and allow 24,000,000 families to have buying
capacity, then the social-relief problem will become nil.,

Mr. TYDINGS. Mr. President, will the Senator yleld
further?

Mr. LONG. I yield
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Mr. TYDINGS. Let us take any one rich individual. I do
not like to be personal, but it Is necessary to have an illus-
tration.

Mr. LONG. Take Rockefeller.

Mr. TYDINGS. Let us take Henry Ford.

Mr. LONG. Take Rockefeller. He is better as an illus-
tration.

Mr. TYDINGS. Suppose we take Henry Ford, who is sup-
posed to be a very wealthy man, and I suppose a great deal
of his fortune is invested fn an automobile manufacturing
plant, and in things kindred thereto.

When we started the capital levy on Henry Ford, what
would we get? We would certainly not get his money.
Would the Government take over his plant, or take an in-
terest in it, or acquire so much stock in it? And who would
run the plant? Will the Senator explain?

Mr. LONG. I will take the case of Mr. Rockefeller, whom
the Senator mentioned. [Laughter.}

Mr. BARKLEY. Mr. President, will the Senator yield?

Mr. LONG. 1 yield.

Mr. BARKLEY. The Senator himself has used Henry
Ford as an illustration time and again.

Mr. LONG. I know; that is why I am using Rockefeller
now. I have used Ford, and the Senator from Maryland
can read what I said, as the Senator from Kentucky, who
is already wise about it, did.

I will use the case of Mr. Rockefeller because it s a much
better illustration. Let us say that Mr. Rockefeller has
a fortune of $10,000,000,000. Let us put it at the outside
figure, $10,000,000,000; and it is that much. Rockefeller’'s
fortune amounts to $10,000,000,000. The Mellon fortune
was shown to be up in the billions. They claim it is in the
hundred millions, but it is in the billions, as better reports
I have studied show.

Let us take Mr. Rockefeller’s fortune at $10,000,000,000.
Does it not have to be divided when he dies? It is said
that we cannot redistribute the fortune of Rockefeller; but
if Rockefeller dies, all of it has to be redistributed, and
before we had the inheritance laws, such a fortune would
have had to go back to the Government.

Remember inheritance is an artifice of the law. Under
the common law there was no such thing as a man giving
his children his property; it all went to the government.
Inheritances were a means of artificial support granted by
the law by which children inherited the fortunes of their
parents. Under the common law, which survived for years
and years before we ever heard of the law of inheritance, all
property went to the government on the death of a man and
had to be redistributed by the government. So this is noth-
ing new.

Second, what would we do in this specific case? I have an
amendment to offer, and I will explain what we would do.
Let us assume that Mr. Rockefeller died. So much can go
to one heir. So much can be retained by him as he signifies.
He can take out whatever he may desire from his profits. He
can pay it in cash. He can pay it in kind. He can retain
such ownership as he may desire of the property, which he
may have up to the limit the law allows. In this case about
seven or eight million dollars would be the limit he could
retain after the first few years, and he would naturally have
to whittle down as the years went by.

Mr. TYDINGS. Mr. President, will the Senator yield
further?

Mr. LONG. 1 yleld.

Mr. TYDINGS. The Senator, however, ought to make a
distinction. When one of Mr. Rockefeller’s children or five
or six of his children have his fortune divided among them-
selves, they simply inherit securities. The Senator now in-
ferentially answers my question. Does he mean that the
Government would have given to it, in lieu of money, a cer-
tain percentage of the securities which Mr. Rockefeller
owned, such as an heir at law would receive? ‘

Mr. LONG. It could; yes.

Mr. TYDINGS. Then the Senator’s plan would be that
the Government would acquire—

Mr. LONG. Property.
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Mr. TYDINGS. The Government would acquire not
money, but property.

Mr. LONG. It would have to.

Mr. TYDINGS. What becomes of the property after the
Government acquires it?

Mr. LONG. Mr. President, I will answer that. Now we
have gotten back pretty well to the point. We have got only
one more little place to go in this discussion. When the
Government has acquired the property, the Government dis-
poses of that property.

Mr. TYDINGS. If the Senator’s answer is as I interpret
it, namely, that the Government, in a period of 8 or 9 years,
is to level all the big fortunes down to two and a half mil-
lion dollars—suppose then the Government acquires this
property. It will ke property. It will not be money. It is
going to sell it again. I wish to know who in the country
is going to have enough money to buy it when the Govern-
ment gets it and begins to sell it, when all the big fortunes
of the country are to be taken away.

Mr. LONG. Mr. President, the Senator has not got his
arithmetic right.

Mr. TYDINGS. Very well. I should like an answer to
my question.,

Mr. LONG. If people with large fortunes are permitted
to retain two and a half million dollars, then a little over
three-fifths of the fortunes are left intact. We still have
three-fifths of the fortunes left intact. We are not going
to sell this property all in the first year, nor in the second
year, nor perhaps in the third year, but the Government
will make such division and disposition of this property as
is necessary to carry out the purposes of the law, the pur-
poses of the Government, and the building up of the com-
mon man from the bottom. There are a dozen ways to do
that.

Mr. TYDINGS. Mr. President, will the Senator further
yield?

Mr. LONG. I yleld.

Mr. TYDINGS. I do not know the financial worth of any
of the Members of the Senate; but there is not a man in this
body, whatever his worth may be, who has that worth in
money. The men who would retain two and a half million
dollars’ worth of property under the Senator’s plan do not
have their worth in money; they have it in property or in
investments.

Mr. LONG. That is true.

Mr. TYDINGS. Therefore they could not buy what the
Government was going to sell unless they first sold what they
themselves had.

Mr. LONG. No, Mr. President; I would not have them sell.
I would have them give the Government of their property in
kind.

Mr. TYDINGS. The Senator does not understand my
question. I say, assuming that the Government has ace
quired this property through a capital levy, and begins to
sell it, it must, perforce, sell it to the men who have, we will
say, large fortunes.

Mr. LONG. No,no. Why? Are we not going to let any-
one buy anything except the man who has over two and a
half million dollars?

Mr. TYDINGS. Oh, no; but I am talking about the time
when no man has more than two and a half million dollars,

Mr. LONG. Fine!

Mr. TYDINGS. I say, then, that when the Government
assumes to sell these tremendous, big blocks of property—

Mr. LONG. Oh, no; they do not have to sell it in big
blocks. We will whittle those things down a little.

Mr. TYDINGS. They acquire it in big blocks, and they
acquire it in the form of property.

Mr. LONG. No; they acquire it in the form of securities
or representation of property.

Mr. TYDINGS. So in order to buy what the Government
must sell, as the Senator says, a man not having his fore
tune in the form of money must first sell what he has his
two and a half million dollars invested in, in order to get the
money to pay for what the Government is eelling.

Mr. LONG. Not necessarily,
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Mr. TYDINGS. How can he pay for it then?

Mr. LONG. If the Senator will wait a moment 1 will
explain that. If it were not for the Senator’s own confusion,
by reason of which he has been asking these questions, I
should have answered it.

Mr. BONE. Mr. President, will the Senator yield?

Mr. LONG. Let me answer the Senator from Maryland.
To begin with, the Senator would urge that we cannot re-
distribute wealth.

Mr. TYDINGS. No; I do not urge that.

Mr. LONG. Let me get through with the answer to the
Senator's question. The Senator asked me a question and
he does not permit me to answer.

Mr. TYDINGS. 1 do not wish to have the Senator from
Louisiana put words in my mouth.

Mr. LONG. 1 beg the Senator’s pardon. I did not intend
to do that.

Mr. TYDINGS. I asked the Senator a simple question.
How are these large property blocks to be purchased?

Mr. LONG. O. K.; I will come to that. I will come to
that immediately. Then, when 1 have finicshed answering
that, I will come back and show the Senate the situation on
basic principles.

To begin with, has not the Federal Government time after
time issued currency against its own assets? Let us say for
the sake of the argument that the United States Govern-
ment finds a clogged market—which it will not find. It will
find a market far more expansive when we have put pur-
chasing power into the hands of 24,000,000 families than it is
now when there is a purchasing power in only 600 families.

You will find a far more expansive purchasing market for
the goods and things of value in this country if you decen-
tralize wealth than you find today when you only have 600
buying resources. But let us forget that.

Has not the United States Government always had the
right, and does it not now, under the Federal land-bank laws,
issue currency against assets, and does it not become circu-
lating currency? Has not the United States Government
taken bonds, has not the United States Government taken
even the portfolios of banks, consisting of mortgages and
notes, and issued currency? What is to keep the United
States Government from issuing the same kind of circulat-
ing currency in order to effect the redistribution I suggest?

Mr. BARKLEY. Mr. President, will the Senator yield for
a question?

Mr. LONG. No, Mr. President, not at this moment. 1
wish to complete my answer to the Senator from Maryland.
‘That is no. 2.

There is a third way of doing. There is no trouble to
make a diffusion of this property. There is a third way. 1
pointed out two ways, and I will point out a third. There
is no particular harm in the United States Government,
if it did not have these other two methods which I have
mentioned——

Mr. TYDINGS. Mr. President, will the Senator yleld?

Mr. LONG. Just a moment.

Mr. TYDINGS. I do not want to interrupt the Senator.

Mr. LONG. Wait till I get through with this point.

Mr. TYDINGS. I wish to point out that originally the
Senator said the Government was going to sell that prop-
erty. Now he has abandoned that principle.

Mr. LONG. Oh, no!

Mr. TYDINGS. Now he says the Government is going
to issue money against the property.

Mr. LONG. No; I did not say that. The Senator does
not understand me. His eyes may be like mine—blind and
see not. However, what I have said I will repeat to the
Senator. The point is, the Government, as I said, will
undertake to release and to diffuse this property to the
advantage of the Government and to its people, into the
hands other than the Government.

How would it make this distribution of $165,000,000,000
worth of property? It does not have to make it all the first
day, or the first month, the first year, nor even the first
10 years. How can it do it? The Government first finds an
enlarged purchasing market to begin with, because prop-
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erty ownership and ownership of wealth have been decen-
tralized. Here is a man who can go into the grocery busi-
ness. He can afford to buv a grocery store. Why? Be-
cause those terms, those conditions, those times are at an
end when a large $100,000,000 capital structure which domi-
nates a chain-store enterprise squeezes everybody out of
the grocery business except some man who is a peon under
the chain-store system. Those times are at an end. Those
things known as the “chain factories, the chain banks, and
the chain enterprises ” cannot thrive, and therefore peonage
in that service cannot thrive any longer. Those days are
at an end. Therefore there is an enlarged market for pur-
chasing, there is an enlarged market for thrift, there is an
enlarged market for prosperity, and therefore with reason-
able order and precision the United States Government
would find a means for disposing of this property at en-
hanced values through a reasonable period of time to a
better-equipped purchasing public. That is no. 1.

No. 2. Let us say, however, that we find, as the Senator
intimates is the case, that there is a clog in the purchasing
power. That being the case, the United States Government
would want to do what it has done under the Federal Reserve
bank laws and under the Federal land-bank laws. The
United States Government would have the right to issue its.
own circulating currency based upon the property which it
owns, the same as it has done in the case of the Federal
Reserve banks and the Federal land banks.

No. 3. There is a third process, and the Government can
adopt one or all of these, or even a dozen more expedients. I
now come to the third process. There is nothing to prevent
the Government from making some disposition of this prop-
erty in kind the same as my amendment proposes that taxes
may be paid in kind. Those are the three main things,

The next point I answer to the question of “he Senator is
this: What would we do when the time came when we would
level the fortunes down to where no one owned more than
two and a half million dollars? Whom would we tax? Then,
Members of the Senate, 1s when our problem of social security
has practically disappeared. There never was a country
which kept its wealth reasonably distributed which ever had
a panic. There never was a country which kept its property
diffused into the hands of the masses that ever had a calam-
ity, and there never was a country which allowed its property
to become concentrated in the hands of the few that did
not have disasters and depression.

This country was founded upon the principle which I am
now trying to make some effort to expound. This country
was founded on this principle. The day that the Pilgrims
landed in 1620, by a compact which had been signed July 1
of that year, they provided that every 7 years property would
have to be redistributed, and every 7 years debts would have
to be remitted.

It is no trouble to redistribute wealth, Mr. President. I
have not had th2 mind and the capacity possessed by some
of the abler Members of the Senate in connection with these
matters to help me in getting up a plan of the kind I am
suggesting. I have done as much as I have explained to the
Senator from Maryland with my own feeble mentality, and I
find no one to say that it is even an impossibility or an
impracticability.

Mr. President, there is no trouble to redistribute wealth.
The Lord God in heaven says it has to be done. Not only
does He say it has to be done; He says.a nation which does
not do it cannot survive. The Lord shows us in chapters and
in paragraphs and in verses how He sent his apostles into
countries where the wealth became concentrated in the hands
of a few people, and how they did redivide it, and how they
did redistribute it. He says that the time will come, even in
this generation—

The VICE PRESIDENT. The time has arrived when the
agreement goes into effect. The Senator from Louisians is
recognized.

Mr. LONG. I have 45 minutes on the bill, have X not, and
30 minutes on the amendment?
The VICE PRESIDENT. The Senator’s statement is cor-
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Mr. LONG. I will try not to take that much time, because
I desire to allow time for other discussion. I will not take
much of my time. I want to allow time for others to con-
sider this bill and I want to allow time to come back and
answer questions which may arise in anyone's mind.

Mr. BONE. Mr. President—

The VICE PRESIDENT. Does the Senator from Louisiana
yield to the Senator from Washington?

Mr. LONG. I yield to my friend from Washington.

Mr. BONE. Can the Senator name for me any country
in modern times that has ever undertaken a redistribution

of wealth?
Mr. LONG. What does the Senator call “ modern times ?
Mr. BONE. The last hundred or two hundred years.
Mr. LONG. Will the Senator make it 300?
Mr. BONE. I will concede that much, then, and make it
300.
Mr. LONG. Very well. The first country I will name that

has redistributed wealth during the last 300 years is America.

Mr. BONE. What was the period of that redistribution?

Mr. LONG. Beginning with 1620 and lasting for 50 or 60
years.

Mr. BONE. There were then a mere handful of people
along the Atlantic seaboard. I am talking about a country
that has had its civilization well established and not merely
a group of settlers who were fighting for existence with their
backs to the wall.

Mr. LONG. Very well. I will name France in about 1800.
Do I need to prove that? The whole cause of the French
Revolution was the concentration of wealth in the hands of
a few. The French pecple went through blood. What did
they do? They not.only effected a redistribution of wealth
but France enacted laws which forbade and prevented, from
the day of the French Revolution, the concentration of
wealth in the hands of a few.

Mr. TYDINGS. Mr. President, will the Senator yield?

The VICE PRESIDENT. Does the Senator from Louisi-
ana yield to the Senator from Maryland?

Mr. LONG. 1 yield.

Mr. TYDINGS. The Senator could take a more modern
illustration and cite the revolution in Russia.

Mr. LONG. No; the Russians did not redistribute wealth;
I beg the Senator’'s pardon; they substituted an oligarchy
of government for an oligarchy of finance; that is the dif-
ference. The czar still lives in Russia. The only differ-
ence is that it is supposed to be an ownership of govern-
ment instead of an ownership of the earls, dukes, and lords.
One is an oligarchy of finance, the other is an oligarchy
of government; and one is as bad as the other. We, too,
have been going along that line here for the last few years.

It is the N. R. A. of Russia the Senator from Maryland
is referring to now. [Laughter in the galleries.l

The VICE PRESIDENT. The occupants of the galleries
will refrain from any audible demonstration, or the Chair
will have to order the galleries cleared.

Mr. LONG. What did they do in France? France had
its revolution. When we read the histories we get very
little from them, as they keep out most of the facts. We
do not find in a single school history published in the
United States today the compact of government under
which this Government lived for nearly a hundred years;
we do not find it published at all.

However, let me get back to what France did. When
they got through redistributing wealth in France they
adopted the provisions of the civil law under which it was
provided that when a man died he could not leave his prop-
erty to the most able son or the most able daughter to roll
like a snowball down hill through another generation. On
the contrary, it had to be divided, more or less equally,
amongst all the children, and a certain amount of it had to
g0 to the state; so if a man had, say, five children and dled
leaving a million dollars or even $500, it went into fve
parts after the Government had deducted a part. That
was the law. As those children died in succeeding years
the property was divided into 3 and 4 and 5 other parts.
The effect on the fortunes of France was to steadily diffuse
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the wealth, instead of concentrating wealth, and today there
are no large fortunes in France. Despite the fact that
France has had scourge after scourge, despite the fact that
she has fought war after war and endured pestilence and
everything else. nonetheless, France has been able to survive,
cdue to the fact that its wealth has been more or less dis-
tributed among the people and cannot be concentrated into
the hands of a few. Had France had what America has had,
France would have been swept from the face of the globe
more than a hundred years ago. That is no. 1.

The second illustration is the United States of America.
I have referred to what took place during and following
the French Revolution. But where did they get the idea?
They got it from America. The French Revoluticn was
brought on as a result of the American Revolution, and as
the result of events which preceded the American Revo-
lution.

What had the Americans done? They had set up on the
eastern coast, after landing at Plymouth, the compact of the
Pilgrims. Article § of the compact, which was the law under
which the Pilgrims landed, under which they lived, and
which brought this country into flower and bloom, stipulated
that at the end of every seventh year—and, mind you, I am
giving the exact literal words as they come from the law—
debts should be remitted and every seventh year wealth
should be redistributed. That is the cause of the flower and
bloom of America, so much so that when this country framed
a Declaration of Independence that principle was carried
into the Declaration of Independence, and when our fore-
fathers wrote the Constitution of the United States that prin-
ciple was incorporated in the Constitution. James Madison,
who was the chief draftsman of the Constitution of the
United States, gave out a statement about that time in which
he said that this would then be a free republic, but he warned
America that if it failed to redistribute wealth when the time
came the country could not survive and there would be no
republic left. So Daniel Webster, in 1820, at the commemo-
ration of the two hundredth anniversary of the landing of
the Pilgrims at Plymouth, made a speech there in which he
said, in effect, that America’s future preservation and prog-
ress and welfare depended upon whether it would or would
not follow the law of the Pilgrims and redistribute the wealth
of this country and prevent it from being concentrated into
the hands of a few.

Those are some examples; but I will give another example,
if I may be permitted to do so. I turn to the fifth chapter of
the Book of Nehemiah in the Old Testament to show what
they then did, and to show the rules under which they did it.
Here is the book. I read it once on the floor of the Senate,
but I will read it again. I quote from the fifth chapter of the
Book of Nehemiah:

And there was & great cry of the people and of their wives
against their brethren. the Jews.

For there were that said, we, our sons, and our daughters, are
many: therefore we take up corn for them, that we may eat, and
lUve. .

Some also there were that saild, We have mortgaged our lands—

This reads like the conditions in the United States of
America in the year 1935; one might think I was reading
about the United States in 1935.

We have mortgaged our lands, vineyards, and houses, that we
might buy corn, because of the dearth,

There were also that sald, We have borrowed money for the
king’s tribute—

We have borrowed money to pay the taxes which are being
levied on the people, and we are now talking about putting
more taxes on the working man, the farmer, the home
owner, when they have already borrowed money and mort-
gaged their homes and property to pay taxes that have ale
ready been levied on them. That sounds like 1935 in the
United States of America.

Again I quote from the same chapter of the Bible:

There were also that said, we have borrowed money for the king's

tribute and that upon our lands and vineyards.
Yet now our flesh is as the flesh of our brethren, our children
as their children: and, lo, we bring into bondage our sons and our

daughters—
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We have that condition In America today. Lo, we bring
into bondage our sons and our daughters. Today every boy
and every girl who are born in America inherit a debt of
$2,000, or more than that, and 99 percent of them die with-
out ever paying the $2,000. Of the national income of Amer-
icg. amounting to $42,000,000,000, $28,000,000,000 or two-
thirds of it goes for taxes and for interest on debts the people
owe, and the debts are increasing year by year. The debts
of the common people are not decreasing; they are increas-
ing. I am showing you how closely parallel this excerpt
from the Bible is to present conditions.

And, lo, we bring into bondage our sons and our daughters to
be servants, and some of our daughters are brought unto bondage
already: neither is it in our power to redeem them; for other
men have our lands and vineyards.

And I was very angry when I heard their cry and these words.

Then I consulted with myself, and I rebuked the nobles and
the rulers, and said unto them, Ye exact usury, every one of his
brother. And I set a great assembly against them.

He called out the mob.

And I said unto them, We after our ability have redeemed our
brethren the Jews, which were sold unto the heathen; and will ye
even sell your brethren? or shall they be sold unto us? Then
held they their peace, and found nothing to answer.

Also I said, It is not good that ye do: ought ye not to walk in
the fear of our God because of the reproach of the heathen our
enemies?

I likewise, and my brethren, and my servants, might exact of
them money and corn: I pray you, let us leave off this usury.

Restore—

Here is the command of the Lord—

Restore, I pray you, to them, even this day, thelr lands, their
vineyards, their oliveyards, and their houses, also the hundredth
part of the money—

Give them some of the money, too—

and of the corn, the wine, and the oil, that ye exact of them.

Then said they, We will restore them, and will require nothing
of them; so will we do as thou sayest. Then I called the priests,
and took an oath of them, that they should do according to this
promise.

Also I shook my lap, and sald, 80 God shake out every man
from his house, and from his labour, that performeth not this
promise, even thus be he shaken out, and emptied. And all the
congregation said, Amen, and pralsed the Lord. And the people
did according to this promise.

Moreover from the time that I was appointed to be their gov-
ernor in the land of Judah, from the twentieth year even unto
the two and thirtieth year of Artakerxes the king, that is, twelve
years, I and my brethren have not eaten the bread of the governor.

In other words, he got down off his “ high horse.” They
pulled those big rulers down. They said, “ Never mind the
castles in Spain for the month of August. Never mind about
that camp in the Adirondacks for the month of July. Never
mind about the palace on the Pacific slope, and the various
and sundry cottages up in the Buffalo Mountains during the
month of June. Never mind about the palaces on the coast
of Florida in the month of January. Get down here and
let these people have something to eat during these hard
times.” So we said, “ Give up the bread of the rulers and
get down off your ‘ high horse’ until we bring this country
back. Never mind about the yachts like the $5,000,000
Nourmahal. Live according to Hoyle.” [Laughter.]

But the former governors that had been before me were charge-
able unto the people, and had taken of them bread and wine,
beside 40 shekels of silver; yea, even thelr servants bare rule over
the people: but so did not I, because of the fear of God.

Yea, also I continued in the work of this wall, neither bought
we any land: and all my servants were gathered thither unto the
work.

Moreover, there were at my table an hundred and fifty of the
Jews and rulers—

That was the ruling family which owned all the prop-
erty—150 families. Today at the very most the United
States has 600 familles with a much larger population—

besidg those that came unto us from among the heathen that
are about us.

Now, .that which was prepared for me dally was 1 ox and 6
choice sheep; also fowls were prepared for me, and once in 10
days store of all soris of wine: yet for all this required not I the
bread of the governor, because the bondage was heavy upon this
people.

Think upon me, my God, for good, according to all that I have
done for this people.
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There is your redistribution of wealth. Now, go over In
the New Testament, and you will ind it again:

They shall beat their swords into ploughshares, and their
spears into pruninghooks; nations shall not lift up sword
nation, neither shall they learn war any more, but each man
shall live under his own vine and under his fig tree, and there
shall be peace in the land.

You will find it in the Old Testament and you will find it
in the New Testament.

Not only is it the law of the Bible, but it is the foundation
of this country. It is the very foundation of the French
Republic, and it is aiso carried in the main writings of the
world in principles laid down by Aristotle, Socrates, Plato,
and all the ancient Greek wise men. I have even found it
to be propounded by Confucius as the law for China.

I am not alone in my prophecy. I have one of the lead-
ing newspapers in the country which less than 2 months ago
made an examination of these matters of which I am now
speaking. They made the examination to prove that my
facts were not there, to prove that my logic was faulty.
What did they say, this newspaper which calls itself the New
York Daily News, with the largest circulation of any news-
paper in America? It said that unless America finds a way
to redistribute its wealth into the hands of the people by
law and orderly process, we can expect it to be done by blood
and by force and by revolution like it was done in France and
as occurred in Russia. That is their prophecy.

Mr. BONE. Mr. President, will the Senator yield?

The VICE PRESIDENT. Does the Senator from Louisi-
ana yield to the Senator from Washington?

Mr. LONG. 1 yleld.

Mr. BONE. The Senator apparently has done an excel-
lent job in deflating fortunes under the amendment which
he has offered. I may be in error, but a hasty . calculation
suggests on the $10,000,000,000 fortune which the Senator
has used as an example, the first year’s levy under the
Senator’s amendment would take approximately 98 percent
of the $10,000,000,000.

Mr. LONG. Oh, yes.

Mr. BONE. In other words, the Senator’s amendment
provides that “ in addition to other taxes levied "—I assume
that means the present business taxes?

Mr. LONG. Income and inheritance taxes.

Mr. BONE. Then there shall be annually levied and col-
lected a tax in accordance with certain provisions, begin-

| ning at 1 percent, and then all through by gradation to

subdivision (h), which provides for 99 percent on fortunes
in excess of $8,000,000. The calculation I have made shows
that the first year’s levy would take out of the $10,000,000,-
000 a total tax of $9,893,350,000.

Mr. LONG. How much would it leave?

Mr. BONE. It would leave $106,650,000. The second
year's tax would be $98,933,500, leaving at the end of the
second year, out of the $10,000,000,000 fortune, $7,716,500.
By two levies made under the Senator’s amendment the
$10,000,000,000 fortune would be reduced to $7.716,500.
That is deflating large fortunes with a rapidity which is
startling

Mr. LONG. It is not quite fast enough at that. It ought
to be done faster than that. A man has no business with
$7.000,000 during this kind of times.

Mr. BONE. The Senator referred to France as not having
any concentration of wealth, but I want the Senator to know
that of the total wealth of the world in 1929, when careful
studies were made, France possessed 5.4 percent of the world’s
wealth, so that France did not have very much wealth to
concentrate. The United States had 44.8 percent of the
world’s wealth, so, of course, it was much easier for large
aggregations of wealth to come into existence in this Re-
public than it was in a country possessing only 5 percent of
the world’s total aggregation of wealth.

Mr. LONG. On the contrary in countries which did not
have any larger percentage of wealth than France, there
were some very big fortunes. What percentage of the
wealth of the world has India?

Mr. BONE. India had 3.2 percent.
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Mr. LONG. India has fortunes almost as large as some
of the big fortunes in America. It is not the size of the
national wealth that controls the big fortunes. While France
has 5 percent of the entire wealth of the world and has rela-
tively no such thing as a big fortune in it and its wealth is
well distributed, yet in India, which possesses only 3 per-
cent of the wealth, there are many rich rulers to be found.

The Indian princes and Indian rulers are exceptionally
wealthy people, and yet they have the lord prince at the top
with every kind of precious possession, and at ‘the bottom
the Indian people are living away below a respectable point
of half-way starvation. It makes no difference about what
percent of the wealth of the world a country may own
insofar as it relates to distribution.

Let me say this to the Senator from Washington: It is
true that this is deflating the big fortunes very quickly, but
it needs to be done that way. I am standing in nearly the
same spot where I stood a little over 3 years ago. Three
years ago, from the place where my friend the Senator from
New Jersey [Mr. Moore] now sits, or at about that point, I
made the statement under Mr. Hoover: “ This is 1932 and
we will go along with these experiments and we will never
bring America 1 foot nearer recovery, we will never improve
conditions one bit, unless there is a redistribution of
wealth.” That was 3 years ago. We have tried nearly
everything under Mr. Hoover and under Mr. Roosevelt that
anybody could think of. We have tried every kind of
scheme, both liberal and radical. We have tried every kind
of scheme of both the tories and the conservatives. Every-
thing has been tried in 3 years’ time. I invite the attention
of my friend from Washington that the Democratic Party
promised to do this. The Democratic Party promised it
would redistribute the wealth. The Democratic Party
promised to do it.

If anybody wishes me to prove that statement, I shall
have no difficulty whatever in doing so by reading from the
speech delivered from the rostrum of the Democratic Na-
tional Convention at Chicago by the President of the
United States, wherein he said that by that platform and
by that convention the men and women of the United States,
forgotten in the philosophy of the last 2 years’ govern-
ment, were looking to the Democratic Party to provide for
the redistribution of the national wealth.

We promised the people to do that. I desire to say that
I am willing to be liberal in framing this law, and if it is
the consensus of opinion that individuals ought to be al-
lowed to own more than five or six or seven or eight million
dollars, I am willing to be more liberal in the amendment;
but is it the idea of the Senator from Washington that
individual fortunes in the United States should be allowed
to exceed five or six million dollars? I should like the
Senator to tell me who thinks there ought to be more than
that allowed to any one person. I think that is too much.

Mr. BONE. Mr. President, since the Senator has spoken
directly to me, I will tell him that I was concerned in making
a mathematical calculation, and not making an argument
about the size of fortunes which might be justified under
the Senator’s amendment. I had discussed the maldistri-
bution of wealth a thousand times before I had the pleasure
of meeting the Senator from Louisiana. In fact, I had
occasion to discuss it for a great many years; and I hold
in my hand a volume which is the final report of the Com-
mission on Industrial Relations, which I procured about the
year 1915 or 1916——

Mr. LONG. 19186.

Mr. BONE. A subject in which I was interested many,
many years ago.

Mr. LONG. Let me have the book, and I will read the
Senator something from it.

Mr. BONE. I should be happy to have the Senator put
it in the CONGRESSIONAL RECORD.

Mr. LONG. No; I will read from this book that the Sena-
tor read from since 1916. Let me show the Senate what they
said was the trouble with this country in 1916. I am glad to
run across this book again. Let me find the conclusions of
the majority of the Commission. I will read to the Senate
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what they thought was the trouble in this country back
yonder at a time when they first had this question up.

I want to find the majority report. It will not take me
long to find it if I do not unduly tax the patience of my
friends. I will read the whole thing. My friend from Wash-
ington and I will get together on his own book.

Let me see. It is somewhere here, if I can just find it.
I know this is the same book. Where is the report of the
majority of the Commission? Does the Senator xmow on
what page it is to be found?

Mr. BONE. I cannot put my finger on it.
will give it to me, I will endeavor to find it.

Mr. LONG. I shall have it in just a minute. I will show,
Mr. President, that this matter of the redistribution of wealth
is just like the weather. They all talk about it; my friend
from Washington talks about; I talk about it; the party
talks about it; but nobody does anything about it. They all
believe in getting up and telling the people that they are
going to redistribute wealth, but they do not believe in doing
anything about it. I have never secn another bill here since
I have been here, except the bills I have proposed, to do this;
and yet the Democratic Party and the Democratic commit-
tees always say that they are going to redistribute wealth,
It got to be so popular during the last campaign that in Mad-
ison Square Garden our old friend, Herbert Hoover, decided
he had to say something about it, too; and he declared, in
his expiring political moments there—a kind of a death-bed
repentance, though it might have been——

My conception of America is 8 land where the wealth 18 not con-
centrated in the hands of the few, but where it 18 diffused into the
lives of all.

He made that declaration himself along toward the close
of the campaign, after we had gone over the United States
promising everybody that we were going to do it under the
Democratic Party.

I have found just about the place here, Mr. President. I
will get it if I may yield the fioor for a moment. I suggest
the absence of a quorum while I look it up.

The VICE PRESIDENT. The clerk will call the roll.

The legislative clerk called the roll, and the following Sen«-
ators answered to their names:

If the Senator

Adams Coolidge Logan Reynolds
Ashurst Copeland Lonergan Robinson
Austin Costigan Long Russell
Bachman Davis McAdoo Schall
Bailley Dickinson McCarran Schwellenbach
Donahey McGill 8heppard
Barkley McKellar Shipstead
Bilbo Fletcher McNary 8mith
Black Frazier Maloney Stelwer
Bone George Metcalf Thomas, Okls.
Borah Minton Townsend
Brown Gibeon Moore
Bulkley Guffey Murphy Truman
Bulow Hale Murray Tydings
Burke Harrison Neely Vandenberg
Byrd Hastings Norbeck Van Nuys
Byrnes Hatch Norris Wagner
Capper Hayden O'Mahoney Walsh
Caraway Johnson Overton Wheeler
Chavez ng Pittman White
Clark La Follette Pope
Connally Le Radcliffe

Mr. LEWIS. I reannounce the absence of Senators whose
names were given by me, and the reasons therefor, as
announced on the previous roll call.

The VICE PRESIDENT. Eighty-six Senators have an-
swered to their names. A quorum is present. The Senator
from Louisiana has the floor.

Mr. LONG. Mr. President, I now wish to read from the
report of the Industrial Relations Commission of 1916,
under the heading, Concentration of Wealth and Influence,
on_page 80. It is as follows:

The evidence developed by the hearings and investigations of
the Commission i8 the basis for the followlng statements: »

1. The control of manufacturing, mining, and transportation
industries is to an increasing degree passing into the hands of
great corporations through stock ownership, and control of credit
is centralized in a comparatively small number of enormously
powerful financial institutions. These financial institutions are
in turn dominated by a single large corporation.

2. The final control of American industry rests, therefore, In
the hands of & small number of wealthy and powerful financiers,
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3. The concentration of ownership and control s greatest in
the basic industries upon which the welfare of the country must
finally rest.

4. With few exceptions, each of the great basic industries is
dominated by a single large corporation, and where this i8 not
true, the control of the industry through stock owncrship in sup-
posedly independent corporations and through credit is almost,
if not quite, as potent.

5. In such corporations, in spite of the large number of stock-
holders, the control through actual stock ownership rests with
8 very small number of persons. For example, in the United
States Steel Corporation, which had in 1911 approximately 100,000
shareholders, 1.5 percent of the stockholders held 57 percent of
the stock, while the final control rested with a single private
banking house. Similarly, in the American Tobacco Co., before
the dissolution, 10 stockholders owned 60 percent of the stock.

That was the American Tobacco Co., the whole Tobacco
Trust. Ten men owned 60 percent of the entire American
Tobacco Co.

8. Almost without exception the employees of the large corpora-
tions are unorganized, as a result of the active and aggrcssive
nonunion policy of the corporation managements.

Mr. President, I shall not read any further from this par-
ticular report, excep: to say that at another point in this
report will be found the statement that the main fault with
America in 1916 was the concentration of wealth in the
hands cf the few. That was the entire burden of this report,
which was submitted in 19186.

MTr. President, I do not propose to take any more of the
time of Senators. I have discussed this amendment many
times in other forms. I do not expect it to be adopted. I
desire to be perfectly frank with my good friends in the
Senate. I do not expect the amendment to be adopted. I
expect it to be used as part of the platforms in many, many
candidacies for the future, as it has been in the past; and I
expect it probably to be used as a part of the platform of the
Democratic Party the next time, the same as it was the last
time; and I expect the party to come back here, if it comes
back here, probably, if there are enough of us left, to do then
as we are doing now; but I warn my friends of the Senate
that if we are concerned in saving America and in saving
the people of America, we shall have to stop promising this,
and actually perform.

Now I wish to ask my colleagues if they recollect how la-
boriously the pleading was that the party had promised this
and it had promised that a few days ago.

I remembker how we labored and how we said that this
was “ promised by the party ”, that “ it has been promised,
it has been promised, and we have to do it.” Yet here we
are, in the third year of the Democratic administration, with
something that has been promised, that has been pledged,
but nothing done toward its fulfillment.

Mr, SCHWELLENBACH. Mr. President——-

The VICE PRESIDENT. Does the Senator from Louisi-
ana yield to the Senator from Washington?

Mr. LONG. I yield.

Mr. SCHWELLENBACH. Has the Senator completed his
discussion of his plan?

Mr. LONG. Go ahead.

Mr. SCHWELLENBACH. I should like to ask the Senator
whether or not he was correctly quoted in yesterday morn-
ing’s paper to the effect that he referred to me as “ Kemal
Pasha.”

Mr. LONG. No; I was not correctly quoted.

Mr. SCHWELLENBACH. The Senator was not correctly
quoted?

Mr. LONG. No; I was not correctly quoted.

Mr, BONE. Mr. President—-

The VICE PRESIDENT. Does the Senator from Louisi-
ana yield for a question, or does he yield the floor?

Mr. LONG. 1 yield the floor. )

The VICE PRESIDENT. The question is on agreeing to
the amendment offered by the Senator from Louisiana.

The amendment was rejected.

Mr. NORBECK. Mr. President, I desire to offer an amend-
ment.

The VICE PRESIDENT. The Chalr is informed that there
was an agreement originally entered into by which commit-
tee amendments should be considered and disposed of before
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individual amendments were offered. The Chair is iInformed
that there is a committee amendment which has not been
agreed to. The Chair did not know that, but assumed that
the agreement had been carried out.

Mr. HARRISON. Mr. President——

The VICE PRESIDENT. Does the Senator from South
Dakota yield to the Senator from Mississippi?

Mr. NORBECK. I yield.

Mr. HARRISON. There is one committee amendment,
with reference to the annuity bonds, yet to be acted on.
The Senator from Connecticut is very much interested in
it, and I ask unanimous consent that the amendment may
go over until tomorrow, without prejudice, and that indi-
vidual amendments may be acted on at this time.

The VICE PRESIDENT. The Senator from Mississippl
asks unanimous consent that the remaining committee
amendment may g0 over until tomorrow. Is there objection?
The Chair hears none, and it is so ordered.

Mr. NORBECK. Mr. President, I desire to offer an amend-
ment providing for pensions to those people who are not
included in the social-security bjll. I have reference to the
wards of the Government, the Indians. They are concen-
trated in half a dozen States and seem to have been entirely
overlooked. I am offering the amendment as section 1201
and will ask that the other sections be renumbered to cor-
respond, if the amendment shall be agreed to.

The PRESIDING OFFICER. The clerk will state the
amendment.

The CHiEr CLERK. On page 80, after line 4, it is proposed
to insert the following:

TITLZ XI-—INDIAN PENSIONS

SECTION 1201. That heads of families and single persons of Indian
blood not otherwise entitlcd to the benefits of this act who have
heretofore attained or shall hereafter attain the age of 60 years are
hereby declared to be entitled to a pension from the United States
in a sum of $30 per month, subject to the following conditions:

Applications for pension by persons of Indian blood, as herein
defined, shall be made in writing in such form as the Secretary of
the Interior may prescribe and shall be filed by the applicant with
the superintendent or other officer in charge of the agency or tribe
to which the applicant belongs. Upon receipt of any such applica-
tion the Secretary of the Interior shall make, or cause to be made,
such investigation as he may deem necessary to determine the
accuracy of the facts shown thercon, including the annual income
of the applicant from other sources. In all cases where the Secre-
tary of the Interior finds that the annual income of such applicant
is less than 31 per day, sald Secretary shall award to such applicant
8 pension in an amount which, when added to the other annual
income of such applicant, will bring such annual income up to but
not in excess of $1 per day: Provided, however, That payments to
Indian pensioners entitled hereunder shall be made in equal
monthly installments from the date of approval of application
therefor by the Secretary of the Interior and in the discretion of
said Secretary such payments may be made direct to the individual
beneficiaries, or to other persons designated by the Secretary of the
Interior providing care for any beneficiary under the provisions of
this act: Provided further, That in the discretion of the Secretary
of the Interior such payments due any Indian beneficiary may be
handled in accordance with regulations governing individual In-
dian money accounts and the Secretary of the Irterior is hereby
authorized to prescribe such further rules and regulations as may
be necessary for carrying out the provisions of this section.

SEc. 1202. The Indians and Eskimos of Alaska shall receive a pen-
sion under same conditions and in an amount one-half that pro-
vided for Indians under this title.

Sec. 1203. There is hereby authorized to be appropriated an-
nually, out of any money in the Treasury not otherwise appro-
priated, 50 much as may be nec to carry out the provisions
of this act, including necessary expenses of administration.

Mr. HARRISON. Mr. President, I desire to look the
amendment over and to have it examined by the experts, and
I ask the Senator if he will not withhold it.

Mr. NORBECK. Mr. President, I desire first to modify
the amendment by changing tte age of 60 years so that it
will read 65 years to conform to the provisions of the bill,
I agree to the suggestion of the Senator from Mississippl.

Mr. HARRISON. I ask the Senator to withhold the
amendment until tomorrow, and we can look into the matter.

Mr. NORBECK. Will the amendment be pending tomoer-
row?

Mr. HARRISON. It may be tendered tomorrow.

The VICE PRESIDENT. Does the Chair understand the
Senator from Mississippi to ask unanimous consent that the
amendment go over?
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Mr. HARRISON, The Senator from South Dakota has
withdrawn his amendment for the present.

The VICE PRESI]?ENT. The Senator from South Dakota
has withdrawn his amendment.

Mr. VANDENBERG. Mr. President, I offer an amendment.

The VICE PRESIDENT. The clerk will state the amend-
ment.

The CuIierF CLERK. On page 52, after line 7, it is proposed
to insert the following:

TARIFF ADJUSTMENT

Sec. 812. (a) Upon application of any employer, the United
States Tariff Commisston is authorized and directed to make an
investigation under section 336 of the Tarif Act of 1930 with
a view to determining whether any increase in rates of duty im-
poscd by law tn the case of any article or articles is necessary to
offsct the tax tmposed by section 804 and/or sectton 801 in order
to equalize the differences in the cost of production pursuant to
the principles set forth in such sectton 336. The Commission
shall rcport to the Prestdent the results of the investigation and
its findings with respect to such differences tn costs of produc-
tton. If the Commission finds it shown by the investication that
by reason of the taxes imposed by section 804 and/or section 901
the duties imposed by law do not equalize the differences in the
cost of production of the domestic article and the like or stmilar
foreign article when produced in the principal competing country,
the Commisston shall specify tn its report such increases in rates
of duty imposed by law (including any necessary change in
classification and including the transfer of the article from the free
list to the dutiable list, and without limitation as to the amount of
increase except as provided in the sccond sentence of section 336 (g)
of the Tariff Act of 1930) as it finds shown by the investigation to
be necessary to equalize such differences.

(b) Upon receipt of the report of the Tariff Commission the
Prestdent shall proclaim the rates of duty and changes in classi-
fication specified in the report of the Commission, and thereupon
the increased rates of duty and changes in classification shall
take effect in accordance with the provisions of section 338 (d)
of the Tariff Act of 1930.

(c) This section shall be enforced as part of the customs laws.

Mr. VANDENBERG. Mr. President, the philosophy of the
amendment is self-evident. I make a very brief statement
respecting it.

It is my understanding that the theory upon which we
are now asked to depart from State jurisdiction in respect
to fixing old-age pensions and unemployment-insurance pay-
ments is that if it be left to the individual States there will
be discrimination as between the States, and one State which
may be generous in respect to old-age pension and unem-
ployment-insurance payments will find itself at a disad-
vantage in competing with a State which is less generous.

Admitting, for the sake of the argument, that this prin-
ciple is appropriate—at any rate, it is the principle upon
which the proposed legislation is based—I submit that pre-
cisely the same argument applies to the competition which
may exist between a country which is generous in respect
to its old-age and unemployment allowances and a country
which is less generous.

This becomes particularly and specifically true when we
are proposing to pay our bills by a tax upon pay rolls,
because a tax upon pay rolls inevitably enters into the do-
mestic American cost of production in every instance, and
if the injection of the 3- or 4- or 5-percent pay-roll taxes
in the United States will increase the domestic cost of pro-
duction to a point where the existing tariff rates do not
cover the differential, then we shall have simply created a
situation by such pay-roll tax which will invite importa-
tions which will make it impossible for these protected
American industries to have any pay rolls or pay any taxes.

It seems to me that if the philosophy is sound as between
the States, it is equally sound, nay, more, it is even sounder
as between nations, and I shall undertake to demonstrate
that fact.

It is sald that one State cannot be left with its problem
alone, lest it find its industries drawn off into some other
State which is not making payments of this character. Not
only may we find the same thing to be true in respect to the
competitive situation as between nations, but we are put upon
notice by the industrial experience of the United States dur-
ing the last 10 years that there is a very definite industrial
trend by way of the exporation of our mass production
methods and mass production industrial plants in the United
States. In the last 10 years we have seen over 1,800 branch
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plants of American industrial institutions established abroad
for the purpose of taking advantage of the more attractive
foreign conditions.

Except as we create this protected element which is cov-
ered by this amendment, I submit that when we add a defl-
nite pay-roll tax in the United States, which will inevitably,
in the same proportion, increase the American cost of produc-
tion, we put a premium upon the extension of the foreign
branch-plant system, which operates utterly at the expense
of American labor and American industry. We put a pre-
mium on it unless this type of differential is provided.

Mr. President, let me go a step further. When we wrote
the late lamented N. R. A. law we recognized in the text of
the bill the fact that if the Government by its fiat injects any
artificial factor into domestic costs of production, that factor
must be offset in respect to protected commodities by a com-
pensating increase in rates. Furthermore, when we wrote
the A, A. A. law we acknowledged precisely the same prin-
ciple and we provided for precisely the same preferential
treatment.

It seems to me the situation which we confront in respect
to pay-roll taxes is infinitely more challenging than was the
need for protecting the differential in respect either to the
N. R. A. or the A. A. A, because in this instance the factor
which is being injected by Government fiat is a factor of
definite and continuous and very substantial burden.

For example, according to the estimates under this bil], the
total cost by way of pay-roll taxes in 1940 will be $1,600,-
000,000. By 1945 it will be $2,000,000,000. By 1950 it will be
nearly $3,000,000,000. That $3,000,000,060 element injected
into the pay-roll cost of American industry is injected
squarely into the cost of production of the commodities pro-
duced. Therefore, so long as we are continuing to live under
a system which pretends, at least, to offset the difference in
cost of production at home and abroad by tariff differentials,
it is perfectly obvious to me that if there is to be any sem-
blance of a chance for the proposed law to succeed and pre-
vall it must conteain within itself the automatic means to
protect this $3,000,000,000 increased element in the domestic
production cost, or the entire system will fall and fail.

I submitted the amendment last Saturday. I ask the able
Senator from Mississippi {Mr. HArRrISON] if he was able to
find the time to give it some attention over the week-end. I
should like, in my time, if the Senator from Mississippi has
anything to say to me at the moment upon the subject, that
he shall say it.

Mr. HARRISON. Mr. President, I will say to the Sena-
tor that I have looked into the matter at length, and have
conferred with the Tariff Commission. When the Senator
concludes, I shall make reply.

Mr. VANDENBERG. Mr. President, I think I have said
all that I wish to say until the Senator from Mississippi shall
have proceeded in respect to his own investigation.

Mr. HARRISON. Mr. President, it is quite true that in
respect to the N. R. A., because of the increased cost which
might be involved by virtue of code provisions, and also with
reference to the A. A. A, prcvisions were placed in the bills
that investigations might be carried on by the Tariff Com-
mission with a view of increasing the tariff duties. I have
communicated with the Tarif Commission, and I received
a memorandum from the acting chairman, Mr. Page, in
which he said:

In compliance with your request, I am enclosing 8 memorandum
which covers the subject as thoroughly as could be done in the
brief avatlable time. As Indicated in it, the Commission doubts

the necessity or the advisability of incorporating the amendment
in the social-security bill.

. It will be observed, Mr. President, that under the present
law the Tariff Commission has the power, not to take ar-
ticles from the free list and put them on the dutiable list,
but to increase up to 50 percent the tariff duties on dutiable
articles; and it may take into consideration every factor
which may increase the cost of the particular article. So
there is nothing in this bill which would disturb the status
quo with reference to the Tariff Commission so as to pre-
vent the Commission, upon the presentation of an applica-
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tion by the interested parties, from making investigation to
ascertain whether the tariff duties should be increased be-
cause of the additional tax which might be imposed.

Mr. ROBINSON. Mr. President, will the Senator yleld?

Mr. VANDENBERG. 1 yield.

Mr. ROBINSON. In the amendment it is provided that
when the Commission has made its investigation and sub-
mitted its report, the President is required to proclaim the
rates of duty recommended by the Commission.

Speaking a moment ago, the Senator from Mississippi
[Mr. HarrisoN] indicated that the Commission now has the
power to change rates. My understanding of the statute is
that the Commission makes an investigation as to the dif-
ference between the cost of production at home and abroad,
and makes its findings of fact, upon which the President is
authorized, within a limit of 50 percent of the existing
rates, to change the rates in order to make them conform to
the difference in the cost of produciion at home and abroad.

Mr. HARRISON. That is the present law.

Mr. ROBINSON. This amendment gives to the Commis~
sion the power to make tariff rates. It changes the so-called
“ flexible provision ” of the tariff lJaw in that particular and
vests in the Tariff Commission rate-making power. The
President has no function to perform under this amendment
save to proclaim the rates recommended by the Commis-
sion. He cannot change them. He cannot withhold this
recommendation. It is comnulsory on the President to put
into effect whatever rates the Commission may find in
accordance with the investigation made under the terms
of the amendment. Therefore, it constitutes a very radical
and notable change in the existing flexible tariff law.

Mr. HARRISON. Mr. President, the Senator from Arkan-
sas is correct in reference to that question; but under the
present law the Tariff Commission has the right to make the
investigation, and if sufficient evidence is presented the
Tarif Commission may recommend to the Prusident an
increase in rates, and the President may pass upon the
recommendation.

Mr. VANDENBERG. Mr. President, if the Senator makes
that point I desire to comment that I completely agree with
the analysis made by the Senator from Arkansas, and say
that the change in the amendment was deliberately made,
for two reasons. First, I desired, if possible, to reduce this
delegated power to an absolutely ministerial basis, with
discretion eliminated; and, therefore, the amendment car-
ries a specific formula that only a ministerial duty attaches
to it.

Second, it iIs made mandatory for this reason: In my
view, it is utterly essential to the success of this great ad-
venture that it shall have the wholehearted cooperation of
American industry; and it is my feeling, rightly or wrongly,
that that cooperation will be forthcoming in infinitely
greater degree if industry may know that the pay-roll taxes
gre to be offset by tariff increases whenever it can be
demonstrated that the pay-roll taxes require the differential
in order to preserve the relative status quo.

Mr. HARRISON. I assume that there is no difference of
opinion between the Senator from Michigan and myself as
to the right of the Tariff Commission now, on dutiable
articles, to take this fact into consideration in their recom-
mendations for an increase to the President of the United
States.

Mr. VANDENBERG. Mr. President, will the Senator
yield?

Mr. HARRISON. I yield.

Mr. VANDENBERG. There is no difference of opinion
upon that subject. The chief necessity of the amendment,
from my point of view, is that two-thirds of our importa-
tions are on the free list anyway; and since the pay-roll
tax applies to all of our industry it seems to me that the
ability and the formula for treating the pay-roll tax dif-
ferential should equally apply to all our industry, and of
course‘the Senator will agree that it could not apply to all
our jindustry under the flexible-tariff law.

Mr. HARRISON. It could not apply to any industry
whose articles were on the free list.
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Mr. ROBINSON. Mr. President, will the Senator yield
for a further brief statement?

Mr. HARRISON. 1 yield.

Mr. ROBINSON. The Senator from Michigan himself has
pointed out another very material change in the law con-
templated in his amendment. Neither the Tariff Commis-
sion nor the President under the flexible-tariff provision has
the power to take a commodity from the free lst and
place it on the dutiable list. This amendment gives that
power to the Commission, and under the Senator’s state-
ment it means that there would hereafter be no free list.
There probably would be no commodities imported free of
duty if this amendment were agreed to.

Mr. VANDENBERG. Mr. President, I am sure the Sena-
tor is seeking accurately to reflect the amendment. There
is nothing of that mandatory character in it, however, be-
cause in each instance there must be an adequate demon-
stration of the fact that the pay-roll tax had penalized the
differential.

Mr. ROBINSON. Yes; but I base my conclusion on the
assertion made by the Senator from Michigan that this would
apply to practically all commodities manufactured in the
United States and exported.

Mr. VANDENBERG. I meant to say that the philosophy
of the amendment ought to apply to all

Mr. ROBINSON. Very well.

Mr. VANDENBERG. I meant the philosophy, and I think
that is a fair interpretation. Whatever the facts develop
should govern in the situation. That is what I am trying
to say.

Mr. ROBINSON. But the fact remains that it would give
to the Tariff Commission, without even approval by the Chief
Executive, the power to take any article from the free list
and place it on the dutiable list.

There is another proposed change in the law, if I cor-
rectly interpret the amendment—and I shall not further de-
lay the Senator from Mississippi when I shall have made
this statement. The amendment eliminates the limitation
in the existing flexible tariff provision whereby the Presi-
dent is authorized, upon proper investigation and finding. by
the Commission, to change existing tariff rates not more
than 50 percent; that is, to raise or lower them 50 percent.
As I interpret the amendment, it would give the Commission
the power to change them without any limitation. Is that
correct? ’

Mr. VANDENBERG. The Senator is correct, and the
reason for it is that of course a 50-percent boundary could
not apply to the free list. So far as I am concerned I
shall be giad to have it apply to the dutiable list.

Mr. ROBINSON. Under existing law the rates are
changed to make a duty more nearly conform to the test of
cost of production. Nevertheless there is a limitation in
the law to the effect that rates may be changed only 50
percent; that is, they may be raised 50 percent or they
may be lowered 50 percent. In theory it might be true that
an increase of 50 percent or a decrease of 50 percent would
not bring about harmony in cost of production at home and
abroad.

Mr. HARRISON. Mr. President, the amendment differs
from the present law in another respect in that in the pres-
ent law any interested person may make the application,
while the amendment offered by the Senator from Michi-
gan provides ‘“ upon application of any employer to the
United States Tariff Commission.” Of course, under the
provisions levying one tax under the bill “employers” in-
clude only those who employ four or more persons before
they are subject to tax, and with respect to this tax and
the other tax, there are certain exemptions. The amend-
ment is really broader than the present tariff act and re-
stricts it to applcations being made only by an employer.

I should like to read to the Senator from Michigan and
to the Senate the views of the Tariff Commission with re-
spect to this matter, The acting chairman of the Tariff
Commission says:

Senator VANDENBERG'S amendment makes it mandatory that

upon request of any employer the Tariff Commission shall inves.
tigate the domestic costs of production with s view to determining -
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whether any increase In duty 18 necessary to offset increased costs
incurred because of the provisions of sections 804 and 901 of the
act.

The Commission in its report to the President is to specify any
inereases found necessary, including changes in classification. In-
vestigations are to be conducted according to the principles of
section 336 of the Tariff Act of 1930, but an article may be trans-
ferred from the free to the dutiable list and there is no limitation
upon the amount of the increase in the duty except the limitation
prescribed in the second sentence of paragraph 336 (g) which pre-
cludes an increase in duty above a certain rate specified in the
act. Upon receipt of the Commission’s report, the President must
proclaim the changes found nececssary.

The increased costs under sections 804 and 901, which investi-
gations under thic amendment are intended to protect, are as
follows:

Section 804 provides for an excise tax on employers, starting with
one-half of 1 percent of the pay roll in the period 1936-38 and
increasing to a8 maximum of 3 percent in 1948 and subsequent

ears.,
¥ Section 901 provides for a tax on employers for the privilege of
employing labor, the tax to be 1 percent of the cost of the labor
in 1936. 2 percent in 1937, and 3 percent in 1938 and following
years.

During the first few years the increase in costs of production
due to the tax would be slight. In and after 1948 for a particular
manufacturer where labor made up 25 percent of the cost his maxi-
mum increasc would be 1l; percent. This percentage would in-
crease as the ratio of labor to total cost increased.

Under section 336 of the Tariff Act of 1930, the Tar!ff Commis-
sion is already empowered. on request of interested parties, when
in the judgment of the Commission there is good and sufficient
reason therefor, to investigate, with respect to any dutiable article,
differences in cost of production here and abroad. Moreover, the
President i1s already empowered to proclaim such changes in the
rates on dutiable articles as the Commission’s investigation may
indicate to be necessary to equalize differcnces in foreign and do-
mestic costs (including taxes on pay rolls). This amendment
would make the investigation and the action by the President
mandatory, and his action might conflict with certain provisions
contained in trade agreements prokibiting the imposition of addi-
tional taxes.

It should be added that under this amendment every employer
who chooses to do so may upon application compel the Tariff Com-
mission to institute a cost-of-production investigation. A trivial
increase in his costs might thus require the expenditure of large
sums by the Government; the multitude of such applications
would seriously impair the efficiency of the Tariff Commission in
discharging i1ts other duties.

It would, therefore, appear that the proposed amendment is
neither necessary nor desirable. If, however, it were to be incor-
porated in the act, it would be almost imperative that the Tariff
Commisston be given some discretion as to whether or not an
Investigation and report were justified.

Therefore, Mr. President, it seems to me the amendment
should not be adopted, and I hope the Senate will reject it.

The VICE PRESIDENT. The question is on agreeing to
the amendment of the Senator from Michigan.

The amendment was rejected.

SOCIAL SECURITY

The Senate resumed consideration of the bill (H. R. 7260)
to provide for the general welfare by establishing a system of
Federal old-age benefits, and by enabling ihe several States
to make more adequate provision for aged persons, dependent
and crippled children, maternal and child welfare, public
health, and the administration of their unemployment-com-
pensation laws; to establish a Social Security Board: to raise
revenue; and for other purposes.

Mr. BORAH. Mr. President, I should like to Xnow from
the Senator from Missizsippi whether he is interested in a
proposal which was made this morning with reference to
increasing the amount which the Federal Government shall
contribute to taking care of the situation where the States
may not contribute anything whatever,

Mr. HARRISON. Mr. President, I may say to the Senator
from Idaho that that is one phase of the question which was
given every consideration by the Committee on Finance and
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by the Committee on Ways and Means. We reached the
conclusion that in its present financial condition the Fed-
eral Government is going as far as it can go. We feel there
ought to be a participation by the States and the Federal
Government.

The Senator will recall that when the flrst bill was pre-
sented in the Congress it provided for large Federal control
over the whole question and that the Federal Government
should in many respects direct the States as to whom should
receive a pension. The House of Representatives redrafted
the bill and I think greatly improved it. I am sure the
Senator thinks so, too.

Mr. BORAH. I do.

Mr. HARRISON. The Committee on Finance thought it
was greatly improved. We have here provided that the Fed-
eral Government shall contribute 50 percent, leaving it en-
tirely to the States to determine which persons are in need,
the only requirement we make being that they shall have
reached the age of 65 years. The States best know who are
entitled to old-age benefits.

I feel quite sure the situation has been somewhat exag-
gerated as to the inability of the States to provide their part
of the money. Reference has been made to my own State.
There were some 14,000 on the unemployment and relief
rolls in my State. I am sure every person over 65 years of
age who was in need sought to get on the unemployment
or relief rolls in my State. My State is no worse off than
other States in that respect. I am sure other States, like
Mississippi, have made heroic efforts to care for the situa-
tion. With the $4,000,000,000 of money that we have now
available with which to create jobs and take carr. of people
in need, I feel quite sure the States can reasonably meet the
situation.

I know there is a feeling that needy, aged persons ought
to have more than $30 a month. There have been proposals
to give them more than $30 a month; but there is this to be
said about it, that the aged people heretofore who have
received help and assistance have received it from the
county or from some charitable organization, or in some
instances it may have come from the State itself. The
Federal Government has left the matter of assistance to the
needy aged to the local communities. That has been tradi-
tional in this country. For the Federal Government now to
assist at all is a new venture, quite at variance with our past
record and history, and since the Federal Government here-
tofore has contributed nothing toward old-age pensions,
certainly if we contribute 50 percent for their assistance
now and hereafter, we shall have gone a long way and will
be carrying a blessing to these people and to the States.

It is a pleasure for me to champion this bill. I believe
in it, and while personally I wish the Government was in
such condition that it might go further, let me say this:
I care not how enthusiastic one may be in wishing to in-
crease this amount, or in wishing to relieve the States from
the burden of having to put up any portion of the amount,
I am sure those who have been working and laboring in
this matter have done the very best they can, and that. it
might complicate the situation greatly, and might defeat the
whole purpose of the bill in the end, if we should strike out
the provision that the States must contribute toward this
fund their pro rata part, half of the total amount.

So I hope the Senator from Idaho will not offer any
amendment to that effect. I am sure the committee would
feel obliged to oppose it, and I do not know whether it
would get through other barriers. You know what I mean.

Mr. BORAH. Mr. President, of course, there is no reflec-
tion upon the performance of the committee’s duty. It is
in no scnse a reflection upon the work of the committee that
upon a particular feature of the bill one may entertain a
view which is different from that of the corumittee.

If these were normal times and normal conditions I should
feel entirely differently about this matter; but I know that
a number of the States are not in a position to make any
substantial contribution. I should like to leave in the bill
the provision that the State must make some contribution.
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However small it may be, I think the State ought to be
called into action with regard to the matter. I quite agree
with that contention; but where the States are able to sup-
ply only something like six or eight dollars a month, and we
contribute six or eight dollars a month, we are leaving these
old people with a total of only some twelve or fourteen or
sixteen dollars a month upon which to live.

As I say, if the times were normal, a wholly different
problem would be presented; but these old people now are at
the end of 4 or 5 years of depression. Their means have
been exhausted to the last cent. They have nothing between
them and the poorhouse, the old county farm. As we enter
upon this type of legislation and propose to do something
for their benefit, ought we not to do something more than
provide an amount which is wholly inadequate to take care
of them?

Mr. HARRISON. I will say to the Senator that, of course,
I have a big heart myself.

Mr. BORAH. I am perfectly willing to leave the provi-
sion so that the States must put up something, but I wish
to have an assurance in the bill, if we can get it, that a
reasonable Lum shall be provided in some way. When I say
“a reasonable sum”, I do not consider $30 a month a
reasonable sum, but under the circumstances I am willing to
accept it.

Mr. FLETCHER. Mr. President, may I ask the Senator
from Mississippi if it would be possible to provide that the
Federal Government shall contribute its $15 a month, leav-
ing the State to contribute whatever it may up to $15 more?
In other words, is it necessary to provide that the Federal
Government will pay nothing unless the State contributes
a like amount?

Mr. HARRISON. The Senator from Florida is a wise
Senator and a very practical one, and he knows that if we
should write such a provision into the bill the States would
not contribute, and the Federal Government would be hold-
ing the bag.

As practical men, we know there is not any doubt that
there is going to be a tremendous pressure in the future
upon any gentleman who runs for public office, either in the
lower House or in the Senate, to ask for an increase of the
old-age pension; and we are all going to be subjected to that
pressure. It is a reality that in this day and time groups
become powerful and very often influence the judgment of
candidates for political office. This is not a very logical
argument, but it is a practical one. If we leave it entirely
to the Congress to provide all the fund, and do not require
the States to contribute their part of it, there will ever be
pressure upon those seeking the Federal office. There should
be some check against too great expenditures, and the
cooperative plan here proposed will furnish it. The Senator
appreciates that the State Is not limited in the amount to
be appropriated within the State for old-age pensions. They
are permitted as each State may decide to go beyond the
$30 a month.

There are so many things to consider in connection with
8 great forward movement like this that we must hold our-
selves back a little bit, and get the very best and most con-
structive measure that we can.

I think this measure is most constructive. I think it is
going forward quicker and better than we anticipated, and
I hope we can pass this bill without having it complicated
by proposals for elimfinating State contributions. To do so
may jeopardize this whole bill. That would be a travesty.

Mr. BORAH, Mr. President, as I said a moment ago, I
do not desire to excuse the States wholly from this contri-
bution. I think they ought to be required to put up some
amount. But I am sure in some instances the amount will
be very small. Now I do not want to see these old people
end their lives in dire want simply because the State and
the Government are unable to agree as to their respective
portions. The National Government, by this bill, is assum-
ing @& responsibility. That matter is not open for debate.
Having assumed the responsibility we should be just to the
aged people who have, in many instances, contributed a life
of service to the State and Nation,
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Mr. ROBINSON. Mr. President, will the Senator yield?

Mr. BORAH. I yleld.

Mr. ROBINSON. Therein lies a difficulty which suggests
itself to my mind with great force.

We all realize, of course, that it is probably impracticable
now to effectuate any arrangement which will constitute a
final and a permanent basis for old-age pensions. Neverthe-
less, unless we have well defined in the law what portion of
the expense must be met by the local community or the State,
as well as that which must be met by the National Govern-
ment, we shall have almost as many different standards as
there are States and localities; and we shall have this situa~
tion arising:

The authorities in some States will feel that it is difficult,
in fact, almost impossible, to make any immediate provision
for contribution, with the result that the Federal Govern-
ment will carry the whole load that may be borne; and, as
has been suggested by the Senator from Mississippi [Mr.
Hagrr1soN], the pressure on Congress will become irresistible
to make adequate provision by the use of Federal funds alone.
If we do not define in the law within limitation what the
States shall do, some of them will do nothing, and discrimi-
nations will result. A contest may arise as to which State
may be able to obtain the greatest benefit for its citizens
without assuming corresponding responsibilities.

The Senator from Idaho has said that he realizes it is
absolutely necessary to require the States to contribute
something to this fund. What requirement would the Sena-~
tor impose? This bill proceeds on the basis of other legis-
lation which has been enacted, on the 50-50 basis. If we
depart from the 50-50 basis, what basis shall we establish
or accept; and will there be varying standards of Federal
contribution set up to meet the differences in conditions that
may refiect themselves from the various States?

I know there are some States which will find great difi-
culty in meeting the requirements that are contemplated by
this bill; but, on the other hand, if we say they must do
something, we are immediately confronted with the question,
“ Then what must they do? ” And who will define or make
clear the requirements that must be met by the States in
order that their citizens may have the benefits of this
measure?

If the Senator irom Idaho were amending the bill, what
change would he make? I ask for information because this
subject has given me great cause for study.

Mr. BORAH. Exactly, Mr. President, I understand per-
fectly the difficulty of framing an amendment so as to leave
the obligation upon the State, while at the same time pro-
viding a sufficient amount on which these old people can
live,

I have made some effort today to draw an amendment, and
I have done so, but it is not exactly satisfactory, although it
represents the idea. If the bill is to go over until tomorrow
I shall offer the amendment tomorrow. The amendment
contemplates matching the States up to $15, and then after
that the Federal Government making an appropriation which
would fix the sum at a specified amount, say $30. The
State, therefore, would have to put up something. It might
put up but $6, and if it put up but $6 the Federal Govern-
ment would match the $6 and put up enough more to make
up the $30. That is as near as I have been able to arrive
at a practical solution of the matter.

Mr. KING. Mr. President, will the Senator yleld?

Mr. BORAH. I yield.

Mr. KING. This is not quite pertinent, perhaps, to the
observations being submitted by the Senator, but I am sure
he has in mind the fact that the Federal Government is
confronted with the necessity of expenditures which it has
great difficulty in meeting. The Finance Committee will
meet within a few days to increase the burden of taxes mades
necessary by the enormous deficit which we are creating,

There are some States in the Union which pay a large
part of the Federal taxes. In addition, they are the populous
States, and the people of those States will have to pay enor-
mous taxes in order to carry the burdens which will rest
upon them under the pending bill.
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If the Pederal Government 18 to assume a larger burden,
it simply means that we must go to those few States for
more money.

Mr. BORAH. Will the Senator pardon me right there?

Mr. KING. Certainly.

Mr. BORAH. While there are large States paying great
sums of money, they have the wealth; and if we are to levy
taxes in accordance with ability to pay, they should peay.
In addition to that, I observe that in the distribution of
funds which are going out from the Federal Treasury, these
large States get their full share in proportion to their
population.

Mr. KING. That is true; but consider the situation of
the State of Nlinois, though I do not wish to particularize
any State. The Senator remembers that 2 or 3 years ago,
notwithstanding there is considerable wealth in Illinois,
they found difficulty, indeed, they found it was impossible,
it was contended, for them to pay their school teachers and
to carry on the schools, and they had to come to the Federal
Government and ask for aid in order to meet some of the
burdens resting upon them.

I do not want any State or any individual or any corpo-
ration to escape legitimate taxation, but the burdens now
resting upon all of the States and upon the Federal Govern-
ment are very, very great, and we ought to bear that in mind
when we are seeking to increase the burdens of the FPederal
Government.

Mr. BORAH. I appreciate that. I think the question of
the burden of taxes is one of the great problems which may
be holding back recovery. I understand that perfectly.
But we are peculiar in the fact that we discuss the ques-
tion of the tax burden only on particular occasions.

I shall not offer the amendment at this time, but I wish
to say to the Senator from Mississippi that I have not
changed my view that we ought to take care of this situa-
tion, and I hope to be able to present an amendment to the
Senator later which he may accept.

Mr. FLETCHER. Mr. President, may I ask the Senator if
he clings to the view that Federal aid should be condi-
tioned on State aid?

Mr. BORAH. I cling to the view that there should be a
matching up to a certain point where the State is unable
to take care of the matter.

Mr. FLETCHER. I was wondering whether it would be
possible to do away with that condition, let the Federal Gov-
ernment contribute what is thought wise, say $15, and let
the States match the payment if it is possible to do so. Of
course, the beneficiary would get the $15 even it the State
did not contribute.

Mr. CLARK. Mr. President, I have several amendments,
which really constitute one amendment, which I desire to
offer, but on which I do ndét desire unnecessarily to detain
the Senate. The amendments are important, and a number
of Senators have indicated a desire to discuss them, and
since it would be impossible to act on them before the usual
time of adjournment tonight, and inasmuch as several other
amendments have gone over until tomorrow, I ask unani-
mous consent that I may be permitted to offer the amend-
ments and have them pending, and that they may go over
until tomorrow.

Mr. ROBINSON. Have the amendments been printed?

Mr. CLARK. They have been printed, and have been on
the desk for several days.

The PRESIDING OFFICER (Mr. O'Maroxey In the
chair). The Senator from Missouri asks unanimous con-
sent that he may have leave to present certaln amendments,
-and have them go over until tomorrow. Is there objection?
The chair hears none.

Mr. CLARK. I offer the amendments.

The PRESIDING OFFICER. The clerk will state the
amendments?

The Cmier CLErk. It Is proposed on page 15, after line 25,
to insert the following:

{7) SBervice performed in the employ of an employer who has

In operation & plan providing smnuilties to employees Which is

certified by the Board as having been approved by it under section
702, i1 the employee performing such service has elected to come
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under such plan: except that if any such employee withdraws
from the plan before he attalns the age of 63, or if the board
withdraws its approval of the plan, the service performed while
the employee was under such plan as approved shall be construed
to be employment as defined In this subsection.

On page 43, line 11, after * Sec. 702.”, to insert “(a)™.

On page 43, between lines 17 and 18, to add the following
new paragraphs:

(b) The board shall receive applications from yers who
deslre to operate private annuity plans with a view o providing
benefits in lieu of the benefits otherwise provided for in title II
of this act, and the board shall approve any such plan and issue
a certificate of such approval 1f it finds that such pian meets the
fallowing requirements:

{1) The plan shall be available, without Iimitation as to age,
to any employee who elects to come under such plan.

{2) The benefits payeble at retirement and the conditions as to
retirement shall not be less favorable, based upon accepted
actuarial principles, than those provided for under section 202.

(3) The contributions of the employee and the empioyer shall
be deposited with a life-insurance company, An annuity organi-
zation, or a trustee, approved by the board.

(4) Term!nation of employment shall constitute withdrawal
from the plan.

(5) Upon the death of an employee his estate shall recelve an
amount not less than the amount it would have received {f the
employee had been entitled to receive benefits under title II of
this act.

(c) The board shall have the right to call for such reports
from the employer and to make such inspections of his records
as will satisfy it that the requirements of subsection (b) are
being met, and to make such regulations as will facilitate the
operation of such private annuity plans in conformity with such
requirements.

(d) The board shall withdraw its approval of any such plan
upon the request of the employer, or if it finds that the plan or
any action taken thereunder fails to meet the requirements of
subsection (b).”

On page 52, after line 7, to add the following new para-
graph:

(7) Service performed by an employee before he attains the age
of 65 in the employ of an employer who has 1ln operation a plan
providing annuities to employees which is certified by the board
as having been approved by it under section 702, if the erployee
has elected to come under such plan, and if the Commissioner of
Internal Revenue determines that the aggregate annual contri-
butions of the employee and the employer under such plan as
approved are not less than the taxes which would otherwise be
payable under sections 801 and 804, and that the employer pays
an amount at least equal to 50 percent of such taxes: Provided,
That if any such employee withdraws from the plan before he
attains the age of €5, or if the board withdraws its approval of
the plan, there shall be paid by the employer to the Treasurer of
the United States, in such manner as the Secretary of the Treas-
ury shall prescribe, an amount equal to the taxes which would
otherwise have been payable by the employer and the employes
on account of such service, together with {nterest on such amount
at 8 percent per annum compounded annually.

Mr. RUSSELL. Mr. President, I send to the desk two
amendments which I ask to have printed and to lie on the
table.

The PRESIDING OFFICER. The amendments will be
printed and lie on the table.

Mr. ROBINSON. Mr. President, I understand that only
two or three amendments have been suggested which re-
main undisposed of, and that those amendments are not
to be acted on today. Unless there is some objection, I
shall move an executive session.

Mr. BORAH. Mr. President, although I may make some
changes in my amendment, I think Y ought to have it
printed so that Senators may have an opportunity to con-
sider it.

The PRESIDING OFFICER. The Senator from Idaho
offers an amendment, which will be printed and lie on
the table.
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SOCIAL SECURITY

The Senate resumed consideration of the bill (H. R. 7260)
to provide for the general welfare by establishing a system
of Federal old-age benefits, and by enabling the several
States to make more adequate provision for aged persons,
dependent and crippled children, maternal and child wel-
fare, public health, and the administration of their unem-
ployment-compensation laws; to establish a Social Security
Board; to raise revenue; and for other purposes.

The VICE PRESIDENT. The Chair understands that the
Senator from Missouri last evening, as the Recorp shows,
asked permission to offer certain amendments to be con-
sidered as one amendment and to have them pending. The
Chair considers those amendments to be pending, unless the
Senator from Mississippi (Mr. HarrisoN] calls up a commit-
, tee amendment which was passed over, as under the
‘unanimous-consent agreement committee amendments were
first to he considered.

Mr. HARRISON. It is perfectly agreeable that the
amendments of the Senator from Missouri be considered at
this time.

. Mr. CLARK obtained the floor.

I Mr. BORAH. Mr. President——

. The VICE PRESIDENT. Does the Senator from Missouri
,yield to the Senator from Idaho?

t Mr. CLARK. I yleld.

' Mr. BORAH. 1 simply desired to know what was pend-
ing; that is all.

The VICE PRESIDENT. The pending question is on the
amendments offered by the Senator from Missouri at the
conclusion of the session last evening.

Mr. CLARK. Mr. President, I ask that the amendments
be stated.

The VICE PRESIDENT. The amendments will be stated.

The CHIEF CLERE. On Dpage 15, after line 25, it is proposed
to add the following new paragraph:

(T) Service performed in the employ of an émployer who has in
operation a plan providing annuities to employees which 1s certified
by the board as having been approved by it under section 702,
if the employee performing such service has elected to come under
such plan; except that if any such employee withdraws from the
Plan before he attains the age of 65, or if the board withdraws its
approval of the plan, the service performed while the employee was

under such plan as approved shall be construed to be employment
as defined in this subsection. :
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On page 43, line 11, after “ Sec. 702.”, insert “(a).”

On page 43, lines 17 and 18, add the following new
paragraphs:

(b) The board shall receive applications from employers who
desire to operate private annuity plans with a view to providing
benefits in lieu of the benefits otherwise provided for in title II of
this act, and the board shall approve any such plan and issue a
certificate of such approval if it finds that such plan meets the
following requirements:

(1) The plan shall be avallable, without Limitation as to age, to
any employee who elects to come under such plan.

(2) The benefits payable at retirement and the conditions as to
retirement shall not be less favorable, based upon accepted actu-
arial principles, than those provided for under section 202.

(3) The contributions of the employee and the employer shall
be deposited with a life-insurance company, 8n annuity organiza-
tion, or a trustee approved by the board.

(4) Termination of empioyment shall constitute withdrawal
from the plan.

(5) Upon the death of an employee, his estate shall receive an
amount not less than the amount it would have received if the
employee had been entitled to receive benefits under title II of
this act.

(¢) The board shall bave the right to call for such reports from
the employer and to make such inspections of his records as will
satisfy it that the requirements of subsection (b) are being met,
and to make such regulations as will facilitate the operation of
such private annuity plans in conformity with such requirements.

(d) The board shall withdraw its approval of any such plan
upon the request of the employer, or if it finds that the plan or
any action taken thereunder falls to meet the requirements of
subsection (b).

On page 52, after line 7, add the following new paragraph:

(7) Service performed by an employee before he attains the age
of 65 in the employ of an employer who has in operation a plan
providing annuities to employees which is certified by the board as
having been approved by it under section 702, if the employee has
elected to come under such plan, and if the Commissioner of Inter-
nal Revenue determines that the aggregate annual contributions of
the employee and the employer under such plan as approved are
not less than the taxes which would otherwise be payable under
sections 801 and 804, and that the employer pays an amount at
least equal to 50 percent of such taxes: Provided, That i{f any such
employee withdraws from the plan before he attains the age of 65,
or if the board withdraws its approval of the plan, there shall be
paid by the employer to the Treasurer of the United States, in such
manner as the Secretary of the Treasury shall prescribe, an amount
equal to the taxes which would otherwise have been payable by the
employer and the employee on account of such service, together
with interest on such amount at 3 percent per annum compounded
annually.

Mr. CLARK. Mr. President, I ask unanimous consent
that my amendments may be considered as one amendment.

The VICE PRESIDENT. Is there objection? The Chair
hears none, and it is so ordered.

Mr. CLARK. Mr. President, while it has been necessary
to propose amendments to various sections in the bill, the
amendments essentially comprise but one amendment. The
purpose may be very briefly stated. The purpose of the
amendment is to permit companies which have or may
establish private pension plans, which are at least equally
favorable or more favorable to the employee than the plan
set up under the provisions of the bill as a Government
plan, to be exempted from the provisions of the bill and to
continue the operation of the private plan provided it
meets the requirements of the amendment and is approved
by the board set up by the bill itself.

Mr. CONNALLY. Mr. President——

The VICE PRESIDENT. Does the Senator from Missouri
yield to the Senator from Texas?

Mr. CLARK. I yield.

Mr. CONNALLY, Would the Senator’s amendment ex-
empt such corporations from paying the tax?

Mr. CLARK. Yes; to the extent of the requirements of
the amendment.

Mr. CONNALLY. If under the Senator’s plan a company
sheuld qualify under his amendment, there would be no pay-
roll tax on the company or the employees, I understand.

Mr. CLARK. Insofar as this title is regarded, that would
be true; but the amendment requires that the employer
shall pay into the private pension fund, under conditions
approved by the board, not less than the amount of the taxes
which. would otherwise be paid under the provisions of
the bill.

Mr. ROBINSON. Mr. President, will the Senator yield?

Mr. CLARK, Certainly,
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Mr. ROBINSON. In connection with the statement the
Senator is now making, on page 3 of the amendment, I find
the following language:

And if the Commissioner of Internal Revenue determines that
the aggregate annual contributions of the employee and the
employer under such plan as approved are not less than the
taxes which would otherwise be payable under sections 801 and
804, and that the employer pays an amount at least equal to
50 percent of such taxes.

Will the Senator explain the meaning of the last clause,
“ that the employer pays an amount a{ least equal to 50
percent of such taxes”, in view ‘of the requirement that
the annual contribution under such plan, when approved,
shall be “ not less than the taxes which would otherwise be
payable ’?

Mr. CLARK. Some of the plans require diversified con-
tributions by employer and employee. It is provided fur-
ther that the amount of the contribution shall be not less
than the taxes to be paid as provided in the pending bill,
and further, there is a requirement for the purpose of in-
suring that no employer can gain anything financially by
remaining under a private pension plan or going under a
private pension plan. To that end a provision is inserted
that he shall pay not less than 50 percent of the joint con=
tribution. No employer shall, under the exemption granted
by the amendment, be permitted to pay into the private
pension fund, as a minimum, less than the amount of the
taxes he would have to pay under the bill. That is the
whole purpose of the amendment.

Provision Is made as fully and adequately, in my judg-
ment, as it is possible to make provision to cover the pur-
poses intended; and the amendment has been recast since
it was offered in the committee for the purpose of meeting
objections made in the committee. It is provided on
page 2:

The board shall receive applications—

That is, the board set up under the bill, and no one may
have exemption unless his plan meets the requirements of
the amendment and is approved by the board itself.

(b) The board shall receive applications from employers who
d-sire to operate private annuity plans with a view to providing
benefits in lieu of the benefits otherwise provided for in title IX
of this act, and the board shall approve any such plan and issue
& certificate of such approval if it finds that such plan meets
the following requirement:

(1) The plan shall be available, without limitation as to age,
to any employee who elects to come under such plan,

Of course, the exemption does not provide for forcing
under the operation of the plan any employee who would
prefer to remain under the Government plan.

(2) The benefits payable at retirement and the conditions as
to retirement shall not be less favorable, based upon accepted
actuarial principles, than those provided for under section 202

In other words, it remains for the board, set up under the
bill to administer the Government pension plan, to deter-
mine in each case and make an affirmative requirement; and
the board shall find, before they grant the exemption, that
the benefits to the employee under the private pension plan
are not less favorable, based upon accepted actuarial princi-
ples, than those provided under the Government pension
plan.

3. The contributions of the employee and the employer shall be
deposited with a life-insurance company, &n annuity organiza=
tion, or a trustee approved by the board.,

This puts in the hands of the board itself the security of
these funds and insures that no possible failure on the part
of the employer may jeopardize the interests which the em-
ployees acquire. It puts it in the hands of the board to
make requirement for that security.

4. Termination of employment ghall constitute withdrawal from
the plan.

Mr. O'MAHONEY. Mr. President—

The VICE PRESIDENT. Does the Senator from Missouri
yield to the Senator from Wyoming?

Mr, CLARK. I yleld.

Mr. O'MAHONEY, May I ask the Senator from Missouri
if he does not believe that there is & possibility, at least,
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that clause (4) would allow an employer to terminate the
employment and thereby defeat the plan?

Mr. CLARK. I will say that, in my judgment, that is
completely guarded against—although I shall be very glad to
accept a further amendment to make it more certain—by
later language in the amendment which provides that upon
termination of employment—

There shall be paid by the employer to the Treasurer of the
United States, In such manner as the Secretary of the Treasury
may prescribe, an amount equal to the taxes which would other-
wise have been payable by the employer and the employee on
account of such service, together with interest on such amount
at 8 percent per annum, compounded annually.

Mr. O'MAHONEY. Would the Senator accept an amend-
ment by which the word “voluntary” should be inserted
before the word “ termination "?

Mr. CLARK. I should be glad to accept the amendment.
As a matter of fact, it seems to me that the termination
under this plan should be from any cause, either by dis-
charge of the employee or by the withdrawal of the em-
ployee, provided it is made certain that at such time the
employee should pay into the Government fund the amount
which would have accrued by taxes, plus 3 percent com-
pounded annually. That is the theory of the amendment.
I am willing to accept the amendment suggested by the
Senator from Wyoming.

Mr. BARKLEY. Mr. President, in that connection, will
the Senator yield?

Mr. CLARK. I yield to the Senator from Kentucky.

Mr. BARKLEY. The mere insertion of the word “ volun-
tary ”, so that it would read “ voluntary termination of em-
ployment ”, unless we should put in “on the part of the
employee ”, might mean the voluntary termination of it by
the employer.

Mr. CLARK. If the Senator from Wyoming will permit
me, if he will examine the amendment carefully, I think he
will find that the theory of the amendment is that when-
ever the employment is terminated from any cause what-
ever, at that moment the employee shall have the right, as
already provided, to have paid into the Government fund
from the private pension fund the amount of taxes which
would have been paid in from the beginning of his employ-
ment, plus 3 percent compounded annually, which is exactly
the basis of the Government plan. In other words, the
theory is that whenever the employee from any cause goes
off the private pension plan, he shall automatically be enti-
tled to take his place in the Government plan with the
same benefits that would have been there if he had been
under the Government plan all the time.

Mr. O'MAHONEY. Of course, this is the first opportu-
nity many of us have had to examine the amendment, and
I have just been following the Senator as he proceeded
through it. I believe the amendment should be studied
carefully before acting upon it.

Mr. CLARK. I shall be very glad to have any suggestions
from the Senator. The amendment has been carefully gone
over by the legislative drafting service in order to meet the
objections which were made in the committee. I believe it
to be comprehensive. I had the amendment printed several
days ago, and have urged many Senators to take the trou-
ble to examine it, and if there are any suggestions on the
part of any Senator for the purpose of making abundantly
clear the purposes of the amendment, I shall be very glad
indeed to have them brought forward.

Mr. WAGNER. MTr. President, will the Senator yield?

Mr. CLARK. 1Iyield to the Senator from New York.

Mr. WAGNER. Referring to the first requirement, the
Senator’s amendment provides:

The plan shall be available, without limitation as to age, to any
employee who elects to come under such plan.

Does the Senator interpret that to mean that any employee,
if he elects to join this plan, may join it—in other words,
that the employer is compelled to accept as a member of the
plan any employee who elects to become a member of it?

Mr. CLARK. Yes.

Mr. WAGNER. It seems to me that the language is not
subject to the interpretation given it by the Senator.
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Mr. CLARK. It seems to me it is. If the Senator from
New York has any suggestions, I shall be very glad to have
them.

Mr. WAGNER. The language of the amendment is:

The plan shall be available, without limitation as to age, to any
employee who elects to come under such plan,

That is, the employer cannot compel an employee to be-
come a member of the plan.

Mr. CLARK. That is not intended.

Mr. WAGNER. But, at the same time, there is nothing
in the amendment which will prohibit an employer from
declining to accept the employee.

Mr. CLARK. Mr. President, if this language is not clear,
I shall be very glad if the Senator from New York will sug-
gest some amendment to make it clear, because I personally
should be unable to frame it in any clearer language.

The plan shall be avaflable without limitation—

The last clause prohibits any employer from shutfting out,
on the ground of age, any of his employees who wish to come
under it.

Mr. LONG. Mr. President——

Mr. CLARK. I shall be glad to yleld to the Senator from
Louisiana in a moment.

The plan shall be available, without limitation as to age, to any
employee who elects to come under such plan,

I do not know how to make that any clearer. If the Sen-
ator from New York can suggest some way of clarifying it, I
shall be glad to have him do it.

Mr. WAGNER. There is nothing in the amendment which
requires the employer, if that election takes place, to accept
it. He may decline to do so.

Mr. CLARK. The amendment says:

The plan shall be available ‘' ® ® toany employee who elects
to come under such plan.

Mr. WAGNER. “ Elects "—yes.

Mr. CLARK. I shall be glad to accept any amendment to
the effect that the employer must accept any employee who
desires to come in, because that certainly is the intention of
the language. I think the language is perfectly clear, but I
shall be very glad to accept an amendment to that effect,
which I will prepare a little later.

Mr. LONG. Mr. President———

Mr. CLARK. I yield to the Senator from Louisiana.

Mr. LONG. Is this the amendment about which I have
been getting some letters from employees of oil reflneries?
Is this to take care of them?

Mr. CLARK. I dare say it is. I have had a great many
letters from employees and a great many letters from em-
ployers. Some of the oil companies—notably the Standard
Oil Co. of California, the Socony-Vacuum Co. of New York,
I believe the Standard Oil Co. of New Jersey, and a great
number of companies—have voluntary pension plans,

Mr. LONG. This amendment protects them in what they
already have?

Mr. CLARK. This amendment is for the purpose of pro-
tecting them in their rights.

Mr. BARKLEY. Mr. President——

Mr. CLARK. Iyield to the Senator from Kentucky.

Mr. BARKLEY. Would not this amendment, if adopted,
subject the whole measure to the possibility of creating a
competitive situation between the Government and private
annuity or insurance companies, so that a lot of highe
pressure salesmanship would be brought to bear on employers
by private companies to adopt a private system in compe-
tition with the national system?

Mr. CLARK. Mr. President, I do not think it would; and
if the high-pressure salesmanship led to employers extend-
ing more generous treatment to their employees, I do not
see that there would be any disadvantage to anybody if that
were the result.

Mr. BARKLEY. Let me ask the Senator another ques-
tion. Would not the employer be permitted or induced to
discriminate as between younger employees and older em-
ployees, 50 that the older ones might be shunted off on the
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Government, while the younger ones were taken care of by
the private plan?

Mr. CLARK. That objection was raised before the com-
mittee, and the amendment was redrawn and the provision
added that the payment of the employer shall not be less
than the amount of tax for the specific purpose of meeting
that objection; so there is no possible way, under the amend-
ment as now drawn, by which any employer can profit to
the extent of a single penny, in any manner, by going on a
private pension plan rather than on the Government pen-
sion plan.

Of course, the suggestion originally arose in connection
with such companies as the Ford Motor Co. and tL* Good-
year company. The suggestion was made that when they
had limitations as to the ages of their employees, or refused
to employ men over 35 or 40 years old, to allow them to have
private pension plans was to put a premium on such con-
duct. As a matter of fact, Mr. President, of course, every-
body knows that nearly all the companies which have age
limits as to their employees are companies, like the Ford
Motor Co., which manufacture on a line which requires each
employee to perform a certain operation at a certain time,
and a slowing up of one employee slows up the whole opera-
tion. In other words, it is like a ball player's legs giving
out on him and slowing up the whole baseball team. The
purpose of that requirement in such companies as that has
nothing to do with any pension plan, but is simply be-
cause the younger employees are more efficient in the line
operation.

For the purpose of meeting such an objection as that,
however, a provision was inserted in this amendment as
redrawn, and as now before the Senate, which provides that
the employer must in every case pay into the private pen-
sion fund, and to the reserve set up under the private pen-
sion fund, an amount not less than the amount of the tax,
so that it is impossible for him to profit in any way by
going under a private pension system.

Furthermore, if, as suggested before the committee, there
is any advantage to the employer in being able to insure
more cheaply because of the average younger age of his em-
ployees by reason of this age-limit requirement, under the
amendment the only person who could benefit by such
cheaper rate would be the employee.

In other words, if the employer under the provisions of
the Government pension scheme should be required to pay
in $300 a year, he would still be required to pay in a minimum
of $300 a year under the private pension scheme, because that
is specifically set forth in the amendment. The only advan-
tage which could come to anybody would be, in such a situa-
tion, if there were lower rates of insurance on account of the
younger age of the employees, that the employer in paying
the $300 into the private pension fund would be able to buy
a larger annuity for his employee than he otherwise would
under the Government pension scheme. That would be the
only possible advantage.

Mr. President, it was said before the committee, and was
said again in the Senate the other day by the distinguished
chairman of the committee, that there are in fact no pri-
vate pension plans which are more favorable to the em-
ployee than the Government pension plan provided for in
the bill. I do not desire to go into great detail on that mat-
ter. I simply desire to point out that while I freely admit
that there are private pension plans now in existence which
are not as favorable to the employee as the Government
pension plan, which class of private pension plans would not

come within the purview of the exemption set up in the |

amendment, there are a great number of private pension
plans which are vastly more favorable to the employee in
many particulars. For instance, some private pension plans
now in existence—many of them, in fact-—provide for an
earlier retirement age for women than for men. The bill
makes no distinction between the retirement age for men
and for women under the Government pension plan; and
yet it is almost universally agreed among doctors and sociol-
ogists that in any pension scheme a distincticn should be
made between the retirement age for men and for women,
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because in the wear and tear of industry it 18 very desirable
that women should be retired earlier than men.

Mr. LEWIS. Mr. President——

Mr. CLARK, I yield to the Senator from Illinois.

Mr. LEWIS. I wish to say to the Senator from Missourl
that the large institutions in my home city called the “ pack-
ing companies " inform me that they have long had in exist~
ence their own private systems; and, if I may be forgiven a
personal touch, while for a little while acting mayor of that
city—previously the corporation counsel—we sought to in-
augurate a joint city concern with that of the packing in-
terests, which did not succeed. The packing companies
feel, however, that their own plan has been a very great
success; and there is presented, I may say to the Senator, &
joint paper on the subject signed by a certain number of
their employees. What proportion the number bears to the
whole of their employees I do not know. I ask the Senator,
is there anything in his amendment or in the bill which
would prevent these concerns from dropping their private
arrangement and coming into the Federal bill at a later time
if they chose to do .so?

Mr. CLARK. There is not. There is specifically provided
in the amendment, I will say to the Senator from Illinois,
the completest freedom of action. In other words, an em-
ployee would be permitted to withdraw from the system at
any time he chose and to take into the Federal system with
him the amount which would have been there if he had been
under the Federal system all the time. The board not only
has the right but it is the duty of the board, at any time all
of the conditions provided for in the amendment are not
complied with, to withdraw the exemption and force the
employer and the employee into the Government pension
system.

Under the amendment the employer has the right, if he
finds he cannot go on with the private pension plan, to
withdraw his application for exemption, at which time the
whole concern passes under the Government plan, with every
right secured to the employees that would have been theirs
if they had been under the plan all the time.

Mr. LEWIS. Then I understand the able Senator to say
that if the amendment should be agreed to and the private
concerns continue as they are, should anything arise as
between the employers and the employees, the availability
under the general law would be open to them completely,
without obstructions?

Mr. CLARK. That is entirely correct.

Mr. BARKLEY. Mr. President, will the Senator yield?

Mr. CLARK. 1 yield.

Mr. BARKLEY. Does the Senator think it is in the in-
terest of efficient administration to have some of the em-
ployees of any employer under a private annuity system and
other employees of the same employer under the Governe
ment system?

Mr. CLARK. That might be a matter of inconvenience
to the employer, but if in truth and in fact the private an-
nuity plan were more beneficial to the employee, I think
there would be very little danger that the employees would
not desire to be under the private plan. On the other hand,
if it were not more beneficial, then there would be very
little doubt that all the employees would desire to be under
the Government plan.

Mr. BARKLEY. In any cas(, would not the Government
be under an obligation to carry on inspections to determine
whether or not the plan was as favorable as that of the
Government?

Mr. CLARK. There is s0 much inspection and so much
administrative overhead machinery provided for in the bill
that it is impossible for e to believe that a few more
Government employees in the administrative section would
make much difference.

Mr. BARKLEY. One more question, although I do not
like to take the Senator’s time.

The Senator will recall that we attempted to eliminate
child labor, first, by prohibition against the shipment in
interstate commerce of products of child labor, which was
declared unconstitutional. Then we tried toreach it by tax-
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ation, and the Supreme Court held that unconstitutional in
part on the ground that it was a penalty assessed against
those who did indulge in child labor. Under the pending
amendment, as I understand it, those who adopt the private
system are exempt from the tax that is levied generally for
the support of the Government system. Does the Senator
think that lays the bill open to the constitutional objection,
on the ground that it penalizes those who do not have a
private insurance plan as compared with those who have,
and that that might endanger the bill on the question of
constitutionality?

Mr. CLARK. The constitutionality of the proposed act
is already so doubtful that it would seem to me to be a
work of supererogation to bring up the question of consti-
tutionality in regard to the pending amendment. Let me
say to the Senator, to answer more seriously, that if the
question of constitutionality is involved in regard to the
matter he has suggested, it is already in the bill under the
amendment in title IX offered by the Senator from Wiscon-
sin [Mr. La FoLLETTE], and adopted by the Senate, making
certain exemptions in the case of employees’ pensions. In
other words, the distinction, while not identical, is in prin-
ciple the same.

Mr. BARKLEY. The amendment to which the Senator
refers deals with a different subject.

Mr. CLARK. Of course it deals with a different subject;
in other words, it deals with an exemption for the purpose
of allowing the State of Wisconsin to continue its own State
system without interference.

Mr. LONG. Mr. President, will the Senator yield?

Mr. CLARK. 1 yield.

Mr. LONG. I wish to say that, as the Senator from Ken-
tucky very appropriately pointed out, on the basis of the
complete analysis he has made, the bill is unconstitutional.
The private pension system is the thing which the Govern-
ment could afford to encourage.

Mr. BORAH. Mr, President, will the Senator yield to me?

Mr. CLARK. 1 yield.

Mr. BORAH. The Senator made reference to exemptions
already incorporated in the bill.

Mr. CLARK. That is in a different title, I will say to the
Senator from Idaho. That is under unemployment insur-
ance, in title IX.

Mr. BORAH. The bill does not cover all employees in all
lines of industry or avocation, does it?

Mr. CLARK. It does not. I take it for granted that it is
an undoubted constitutional principle that the matter of
classification is a matter for the legislature rather than the
courts. The bill specifically exempts large classes from its
operation. For instance, it exempts agricultural classes, and
exempts Government employees, one of the largest classes of
employees in the country, I assume for the reason that the
Congress recognizes, in considering this bill, that the Gov-
ernment already has in effect, in its capacity as employer, a
pension system more beneficial to the employees than the
one set up in the bill for the general run of industry. As
the Senator has sugrested, there are large classes of the
population who are aiwready excluded or exempted from the
operation of the proposed law.

Mr. BORAH. May not the Congress make any classifica-
tion it desires. so long as it is not purely arbitrary or ca-
priclous? If there is any foundation for a difference of
classification, the Congress can make it.

Mr. CLARK. It seems to me there cannot be any ques-
tion of that as a legal proposition.

The PRESIDENT pro tempore. The Senator’s time on the
amendment has expired,

Mr. CLARK. I reserve the balance of my time, then.

Mr. McNARY. Mr. President, a few days ago I received
& very interesting letter from Mr. H. W. Forster, vice presi-
dent of an insurance company of Philadelphia, setting forth
some of the advantages embodied in the proposal made by
the Senator from Missourl {Mr. Cramrk]. Having that in
mind, I ask unanimous consent to have the clerk read the
reasons set forth in the letter in support of the amendment.
1t is very brief, comprising but one page.
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The PRESIDENT pro tempore. Is there objection? The
Chair hears none, and the clerk will read.
The legislative clerk read as follows:

REASONS IN SUPPORT OF AN AMENDMENT PERMITTING PRIVATE ANe
NUrrY Prans Unper SocCiaL SecuriTy Bt (H. R. 7260)

ADVANTAGES TO EMPLOYEES

. More liberal annuities.

Credit for past service.

Protection for employees now on pension.,

. Employees age 60 and over are covered.

Annuities in true proportion to earnings and service.
Joint annulities, so as to protect wives also.

. Earller retirements for women.

. Earller retirements for disabllity or other reasons,

. Annuities, not cash, for withdrawing employees.

ADVANTAGES TO EMPLOYERS

10. They need and want the more adequate annuities provided
by private plans, with recognition of past service,

11. They know that it is not feasible to impose on all employers
any heavier burden than the bill contemplates, but more liberal
plans are desired by many who can afford to carry them.

12, Private plans take adequate care of older employees, their
most pressing problem.

ADVANTAGES TO THE GOVERNMENT
13. Rellef from deficits due to unearned annuities.
14. Reserves of private annuity plans flow into business chan-

nels,
15. Private plans will absorb part of the burden on other pore

tions of the soclal-security m.
the Soclal Security Board of

DOID ORGP

progra,

16. Private plans will relleve

vast amount of detall.
SAFETY OF PRIVATE PLANS

17, Past record of properly financed plans, and the future out-

look, show only security for properly safeguarded private plans.
THE * SUPPLEMENTARY PLAN " IDEA

18. Theoretically appealing, but not practically workable and
certalnly not productive of liberal guaranteed annuities for em-
ployees.

Mr. GEORGE. Mr. President, I desire to support the
amendment offered by the Senator from Missourli [Mr.
Crarx] not only upon the grounds stated in the presenta-
tion made and in the document just read from the desk,
but also because there is very grave doubt of the constitu-
tionality of the bill as it stands. I do not believe that any
lawyer of experience would assert that the bill is free from
constitutional question. I do not wish to expand the con-
stitutional argument, because the Senate is not in receptive
mood, but the bill undertakes to impose a tax upon specifio
employers. The beneficiaries of the tax are a special class,
it is disclosed in the hearings, and it is disclosed in the sug-
gestion or the Secretary of the Treasury at one time for
an alteration in the tax rate itself, showing that the only
purpose of the bill is to set up a system of old-age annuity
and unemployment insurance by the use of the taxing
power, and by the creation of the annuity system and the
old-age employment insurance system.

I direct the attention of the Senate to the fact that the
bill is not a grant in aid to the States. ‘That is true as to
title IT, portions of title IIT and title VIII of the bill, the tax=
ing title, and part of title IX, which also covers taxing pro-
visions. It is not a grant in aid of the States, but it does
undertake, by the use of the power to appropriate money out
of the General Treasury, to apply the money so appropriated
to the establishment of the old-age-annuity and unemploy-
ment-insurance systems, under which the beneficiarles are
the identical employees of the taxed employers, and under
which the taxing provisions of this bill undoubtedly are
tied in with the titles establishing the old-age annuity and
the unemployment-insurance provision.

I also direct attention to the salient and important tact
that under title II of this bill and a part of title III of the
bill rights enforceable at law are granted to private citi-
zens, irrespective of the character of their employment,
irrespective of the character of the industry in which em-
ployed, in every State in the Union; and that, in my judg-
men, clearly shows that an effort is here made to establish
a system which does not lie within the powers granted to the
Congress, but which have been definitely reserved to the
States under the reserved rights and powers of the States
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Even the preamble of the bill shows unmistakably that
the taxing power is invoked for the purpose of setting up
old-age annuity and unemployment insurance.

Mr. President, I know that the courts will go a long way
to uph.ld the power of Congress to appropriate; and I am
not going to controvert that. I also know that the courts
will go a long way to sustain legislation of this character,
and I think they should. But if the court looks through
mere form to the substance of this bill, I assert again that
the question of the validity of the bill i+ one which no
responsible lawyer would undertake to say is not in serious
question. Hence, why strike down, with the probably un-
constitutional bill, the private pension systems and private
benefit systems granting benefits to the employees of em-
ployers of this country, some 450 in number, embracing a
large part of our population—why strike those down when
a bill is proposed which probably will not pass the muster
of the courts?

Let me say that it was argued in committee that the
private pension systems might still be maintained. I sub-
mit as a matter of plain common sense that the private
systems will not, in fact, be maintained if the employers are
subjected to a tax which they must in any event pay for
the purpose of setting up an exactly similar system, or a
system that has for its objectives the same general purpose,

Mr. LEWIS. Mr. President, will the Senator yield?

Mr. GEORGE. 1 yield.

Mr. LEWIS. Conscious as I am that the able Senator
from Georgia occupied a high place on the bench, and, there-
fore, that the subject he is now discussing is not one to be
called primary with him, I should like his judgment on one
matter. How far does he feel that the decision of the Su-
preme Court of the United States on the tax feature to
which he alludes, in the cause which came up from North
Carolina where the question of tax was assumed to be the
motive in the case of protecting child labor-——how far does
he feel that that opinion supports the viewpoint he has
uttered here today respecting the doubtful features of the
tax provisions of this bill?

Mr. GEORGE. In reply to the distinguished Senator
from Illinois, I would not say that the child-labor taxing
decision is strictly applicable to this case, except in point of
principle. In that case the act itself carried upon its face
the disclosure of the real purpose of imposing the tax; and
the Supreme Court, of course, said that the object was not
that of raising revenue.

Mr. WAGNER. Mr. President——

The PRESIDING OFFICER (Mr. McGIiL in the chair),
Does the Senator from Georgia yield to the Senator from
New York?

Mr. GEORGE. I yield.

Mr. WAGNER. Will the Senator from Georgia permit
me to read to him some language from the case of United
States against Doremus, Two Hundred and Forty-ninth
United States Reports, page 86, involving the Harrison
Narcotic Act, in which the question was whether a bill
which contained a taxing feature could also accomplish
some other purpose in addition to that of merely levying
a tax? The Court said:

An act may not be declared unconstitutional because its effect
may be to accomplish another purpose as well as tbe ralsing of
revenue. If the legislation 1s within the taxing authority of
Congress, it is sufiiclent to sustain it.

There the act itself had other purposes in addition to
levying a tax.

Mr. GEORGE. The decision to which the Senator from
New York calls attention would not be controverted by
anyone, anywhere,

Mr. WAGNER. I thought the Senator was contro-
verting it.

Mr. GEORGE. No: I am not controverting it. I am try-
ing to make my position clear, and I am saying that we are
setting up in this bill a particular old-age annuily and un-
employment insurance system under which the individual
citizen In any State in the Union acquires an enforceable
right; and waen he undertakes to enforce it, by what author-
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ity has the Congress cstablished it? That is the simple, the
necessary, the logical question,

I know that the tax may be imposed if within the taxing
power of the Congress, although other objectives may be
effected or accomplished through the imposition of the tax;
but I also know that it is a sound principle of law that a tax
cannot be imposed for a private purpose. It must be public.
I also know that as a matter of sound legislation the Con-
gress ought not to set up a scheme under which enforceable
rights are given to individuals unless the Congress can relate
its legislation to some grant of power,

Mr. WAGNER. Mr. President, will the Senator yield?

Mr. GEORGE. 1 yield.

Mr. WAGNER. I absolutely agree, of course, with the
Senator from Georgia that we certainly cannot levy a tax for
a purely private purpose; but does the Senator contend that
the payment of an old-age pension is a private purpose as
distinguished from a public purpose? .

Mr. GEORGE. I contend that we do not levy this tax
nor do we use the proceeds of the appropriation made out
of the General Treasury for the purpose of setting up an
annuity for all old people in the United States. We have
selected classes. I contend also that we have selected the
classes which are intimately and inescapably tied in with
the employers who are taxed under title VIII and title IX
of this bill, and therefore the scheme is palpable and clear
to my mind, and that we are imposing the tax for identi-
cally the same purpose condemned by the Supreme Court
in the railway-retirement decision, aside from the first
suggestion that there were inseparable clauses which
offended varied provisions of the Constitution; that we
could not by compulsion.make the industry set up an old-
age-pension system.

Mr, BLACK. Mr. President, will the Senator yield?

Mr. GEORGE. 1 yield.

Mr. BLACK. The Senator several times has referred to
the bill, when, as I gather his argument, he intends to
limit his constitutional objection to title XL

Mr. GEORGE. Exactly.

Mr. BLACK. As I understand the Senator, he concedes
fully and completely the right of a State under the Con-
stitution to establish an old-age-pension system.

Mr. GEORGE. Beyond all doubt,

Mr. BLACK. And, therefore, he concedes the right of
the Federal Government to aid that State by Federal
grants in aid, under such conditions as it sees fit.

Mr. GEORGE. I do; and I should have been most en-
thusiastic in my support of the bill had this particular part
of the bill been dealt with in that way—that is, through
grants in aid to the States.

Mr. BLACK. As I understand further, the Senator's
objection on the constitutional ground is that instead of
permitting the State—which he says does have the power
to set up a system—to set up that system, in title II the
Federal Government sets up an old-age-pension system;
and the Senator from Georgia is of the opinion that the
Federal Government does not have that power under the
Constitution?

Mr. GEORGE. I am of that opinion, because I can find
in the Constitution no provision which grants that power.
This is clearly, as I think, among the reserved powers of
the State.

Mr. WAGNER. Mr. President, will the Senator yield?

Mr. GEORGE. 1 yield.

Mr. WAGNER. I do not wish to annoy the Senator with
my interruptions.

Mr. GEORGE. No; I shall be glad to yleld.

Mr. WAGNER. I am not quite clear as to one of the
Senator’s contentions. Does the Senator contend that, be-
cause of the decision in the Railway Pension Act, we are
powerless to enact a law of this character?

Mr. GEORGE. I contend that under that decision the
Congress cannot directly say to an industry, “You must
set up an old-age-pension system” or “a retirement sys-
tem ”; and I contend further that when the scheme which
has been devised is so tied in with the taxing provision as
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to disclose but one purpose, and that is the purpose of using
the general taxing power for the purpose of providing this
system only for the beneficiaries who fall within the classi-
fication of the employees of the taxed employers, we shall
have a legislative act, if the bill shall be passed, which any
reasonable lawyer of experience will be bound to say is sub-
Ject to serious question.

For my purposes, that is all I desire to say, because I am
arguing in this instance for the approval of the Clark amend-
ment.

Mr. WAGNER. I understand.

Mr. GEORGE. And I am proceeding upon the theory that
Congress ought not, through this legislation, practically to
strike down and prevent the expansion of private or com-
pany insurance, or annuity plans. The effect of the pro-
posed legislation undoubtedly will be to discourage any fur-
ther advances of the private pension systems in the United
States.

Mr. WAGNER. Mr. President, as I recall, there was not
anything in the decision that might even suggest that the
establishment of a pension system, providing that the classi-
fication is fair, would not be considered a public purpose.

The decision was based on the ground that interstate com-
merce was not affected by the retirement of old workers.
The taxing power was not involved.

Mr. GEORGE. That Is very true; the taxing power was
not involved, but we cannot, under the compulsion of a tax,
make an industry do any more and we ought not at least to
undertake to make it do any more than we could do- directly.
If the scheme is one that can be referred to any legitimate
power of the Congress, all well and good; but if it cannot be,
and if it Is one that must depend rightfully and rightly upon
the exercise of the reserved powers of the States, then Con-
gress should not through the compulsion of a tax undertake
to compel the adoption of the scheme.

Mr. WAGNER. Then, as I understand the Senator’s con-
tention, it is that he doubts whether the establishment by
Federal Government of a Federal pension system for a class
of workers in this country is a public purpose.

Mr. GEORGE. I did not say that it was not a public
purpose.

Mr. WAGNER. I mean the Senator contends that there
is a cerious question as to whether or not it is a public
purpose.

Mr. GEORGE. I said that under this bill there is a seri-
ous question as to whether or not it is.

Mr. WAGNER. Is that because of the classification?

Mr. GEORGE. Because the beneficiaries are so restricted
and tied in with those who are taxed as to make it, in sub-
stance at least, a compulsory system through the use of the
taxing power by the Congress.

Mr. WAGNER.: In other words, as I understand the Sen-
ator’s contention, he believes that it would be a safer method
if we should tax all the people of the United States, instead
of merely taxing the employers of the workers, for the pur-
pose of supporting a pension system.

Mr. GEORGE. Mr. President, I do not regard it as within
the power of the Federal Government to set up a pension
system for all the people of the United States; I take the
contrary view. My philosophy is quite different from that
of the distinguished Senator from New York.

Mr. WAGNER. The Senator misunderstood me, I am
sure.

Mr. GEORGE. 1 think that the pensioning of the people
of the country is essentially within the reserved powers of
tle States.

Mr. WAGNER. As a general proposition, I agree with the
Senator. I am trying to have clear in my mind the particu-
lar objection the Senator raises to the proposed legislation.
As I understand, the Senator feels that there is & serious
constitutional question involved because we are levying a tax
for the payment of pensions upon the employers of the par-
ticular workers benefited.

Mr. GEORGE. And the employees, too.

Mr. WAGNER. Yes; and the employees, too. Does the
8enator feel that we would be on safer ground if we taxed
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everybody in the United States to pay these particular pen-
sions? I do not know where the Senator got the notion that
I ever contended that everybody in the United States ought
to have a pension. I never made any such contention.

Mr. GEORGE. 1 think it would.
thm' BARKLEY. Mr. President, will the Senator yield

ere?

The PRESIDING OFFICER. Does the Senator from
Georgia yield to the Senator from Kentucky?

Mr. GEORGE. 1 yield.

Mr. BARKLEY. If I understand the Senator correctly,
he does not raise any constitutional question as to the power
of Congress to levy the tax as a tax?

Mr. GEORGE. Oh, no.

Mr. BARKLEY. The money to go into the Treasury for
general governmental purposes.

Mr. GEORGE. I want to qualify my statement. I do not
raise any question regarding the power of the Federal Gov-
ernment to make appropriations out of the General Treasury
and to levy taxes, of course.

Mr. BARKLEY. Therefore, if the proposed pension sys-
tem is tied in with the tax, although in an attenuated way,
the Senator thinks that the tax, then, is lawful, just as a
pure tax would be lawful, and is within the power of
Congress?

Mr. GEORGE. I think Congress may impose an excise
tax based upon the volume of pay rolls, if that is what the
Senator means; but if it is tied in with this particular
scheme, as provided in this bill, I question the validity of
the tax.

Mr. BARKLEY. Where is the difference, in constitutional
principle, between making a lump-sum appropriation out of
the Treasury for relief purposes and making an appropria-
tion out of the Treasury for relief purposes by setting up
classifications under which relief shall be paid in the form
of old-age pensions? I do not quite understand the dis-
tinction the Senator makes or how it would raise any con-
stitutional question as to the power of Congress to pay aged
people what we call a pension.

Mr. GEORGE. Does the Senator mean to pay them as a
mere matter of gratuity?

Mr. BARKLEY. Well, not necessarily as a matter of
gratuity; but assuming that it were a gratuity——

Mr. GEORGE. Does the Senator mean to say, if en-
forcible rights are granted to pensioners generally, that,
even if the appropriation is made out of the general funds
of the Treasury, no serious question might be raised?

Mr. BARKLEY. Of course, the line of demarcation is so
blurred at points that it is always difficult for anybody here
to be sure that what he does is constitutional,

Mr. GEORGE. Perhaps I may help the Senator by this
observation: I did not undertake to make a constitutional
argument; that is not my purpose; my purpose is to point
out the doubtful validity of this proposed act and to invite
the Senate to permit, under the Clark amendment, the con-
tinuance of the plans now in existence if they meet the
standards which the Congress is setting up.

Mr. BARKLEY. I do not want to take the Senator's
time, but I derived the impression early in his remarks that
his main objection was that the payment of the pension, the
distribution of the fund, is so tied in with the collection of
the fund as to make them one and the same transaction,
and that, therefore, the bill would be subject to grave con-
stitutional question, whereas either transaction standing, on
its own bottom, would not be subject to that fear.

Mr. FLETCHER and Mr. CLARK addressed the Chalr.

The PRESIDING OFFICER. Does the Senator from
Georgia yield; and if so, to whom?

Mr. GEORGE. I yield first to the Senator from Florida.

Mr., FLETCHER. As I understand the decision in the
Child Labor case, it was to the effect that, although the act
purported to raise revenue, as a matter of fact, it did not
raise any revenue.

Mr. GEORGE. Exactly.

Mr. FLETCHER. The Supreme Court held that it was
never intended to raise revenue,
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Mr. GEORGE. Exactly; and that is what I am trylng to
Say here. In that respect the principle is in point that this
proposed act does not raise any revenue for the General
Treasury, because all the money that it does raise is taken
out and devoted to this specific purpose.

Mr. FLETCHER. I was going to ask the Senator, if this
proposed act does, in fact, raise any revenue?

Mr. GEORGE. It is not intended to raise revenue, but it
is intended to furnish support to the old-age-annuity and
unemployment-insurance sections of the bill,

Mr. FLETCHER. Then the Supreme Court held that the
Child Labor Act was an encroachment upon the police pow-
ers of the States, and that was really its purpose, in effect,
if it was good for anything; that it deprived the States of
the exercise of their police powers. Does this bill interfere
with the establishment of old-age pensions and legislation
on the subject by the States?

Mr. GEORGE. No, it does not, I may say to the Senator;
I do not understand it so interferes at all.

Mr. WAGNER. Mr. President——

The PRESIDING OFFICER. Does the Senator from
Georgia yield to the Senator from New York?

Mr. GEORGE. My time is limited on the amendment.

Mr. WAGNER. I will give the Senator some of my time,
although, if it annoys him, I will not interrupt the Senator
further.

Mr. GEORGE. I yield to the Senator from New York.

Mr. WAGNER. I desire to have a clear understanding of
the Senator’s point. The two features of the bill, paying the
pension and raising the taxes, are separated. As I under-
stand the proposed legislation, when the tax is collected it is
to be paid into the General Treasury?

Mr. GEORGE. Yes; that is true,

Mr. WAGNER. And out of the General Treasury there
will be made an appropriation for the payment of the
pension?

Mr. GEORGE. Exactly.

Mr. WAGNER. In answer to my inquiry a short time ago,
I understood the Senator to say that he did not doubt
the power of Congress to make an appropriation for the
purpose of paying old-age pensions to a class not arbi-
trarily selected. Thus, even if the court should hold that
the classification of those taxed was an arbitrary classifica-
tion and therefore unconstitutional, nevertheless the re-
mainder of the bill, the portions providing for the payment
of old-age pensions, could survive such a decision, could it
not?

Mr. GEORGE. Mr. President, I was not considering that
phase of it; I was considering the taxing power as being
in fact, under this bill, tied in with the particular provision
of title II, and a portion of title III of the bill.

Mr. WAGNER. But the Senator understands that the
tax, as collected, is paid into the General Treasury?

Mr. GEORGE. I do, under the bill, and I so stated.

Mr. WAGNER. Exactly. There is an appropriation for
paying old-age pensions?

Mr. GEORGE. Yes.

Mr. WAGNER. So it could very well be held by the Court
to be constitutional.

Mr. GEORGE. If the tax was stricken down, it could
very well be that the other portions of the bill might be held
to be valid; I am not controverting that; but I do say it is
not within the granted power of Congress to set up directly
this kind of a pension system in the United States. It
might be done, but I am trying to show that, despite the
conscious and undoubted effort to separate the tax from the
scheme set up in title II of the bill, nevertheless, the Court
will look beyond the mere words or mere form and to the
substance of the thing, end they will say that they are tied
together, or, as I said in the beginning, they are likely to
say they are tied together, or at least a serious question is
raised as to whether they are tied together here.

Mr. WAGNER. Mr. President, I should like to ask the
Senator one further question. Assuming that they are tied
together, and the Court finds that the tax is levied upon a
class that reclly gains a benefit through the payment of
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old-age pensions, might not the Court very well find that
the Congress did make a proper classification for the pur-
pose of imposing the tax?

Mr. GEORGE. It might find it, but let me ask the Sen~
ator from New York, if the taxing provision of the bil
should be stricken down, would he undextake to justify the
provision for old-age annuities running, as it does, to spe=~
cial classes if we are forced to go to the General Treasury
for the money?

Mr. WAGNER. No!

Mr. GEORGE. The Senator very frankly says “no.”

Mr. WAGNER. I say “no” because I am for the in-
surance system.

Mr. GEORGE. I understand, and I am asking the Sena-
tor the question if the taxing provision of the bill should be
stricken down, would the Senator undertake to restrict
title II to these employees who now come within it?

Mr. WAGNER. No. I should say we would have to re-
vise the classifications altogether, of course.

Mr. GEORGE. I understand the Senator's viewpoint.

Mr. WAGNER. I think the Senator and I do not dis=
agree on that point.

Mr. GEORGE. I know we do not.

Mr. WAGNER. I am very confident that it is a proper
exercise of the taxing power and that the incidental pure
pose is valid for that reason.

Mr. GEORGE. I am not confident of it, and if time suf-
ficed I should be glad to go into the constitutional question
at length.

The Senator from New York now admits—and it does his
conscience and humane purpose very great credit—that if
the taxing provision of the bill should be stricken down he
would limit the benefits under title II to those who now
would receive them under title II. He is quite right about
it. Therefore, I have said that title VIII is tied in inescap-
ably with title II, and its sole purpose is to impose a tax
for setting up a system of insurance and old-age annuities,

Mr. WAGNER. Mr. President, will the Senator yield
further?

Mr. GEORGE. Will the Senator please let me finish my
statement? I think I have been quite liberal in yielding.

Mr. WAGNER. The Senator made an assertion, but what~
ever I say cannot bind my colleagues -as to what should be
done in the event the tax provision is stricken down.

Mr. GEORGE. I understand that, but I understand the
real proponents of the legislation——

The PRESIDING OFFICER. The time of the Senator
from Georgia on the amendment has expired. Does the
Senator desire to be recognized on the bill?

Mr. GEORGE. I shall take my time on the bill.

Mr. BONE. Mr. President, will the Senator yield for a
question?

The PRESIDING OFFICER. Does the Senator from
Georgia yield to the Senator from Washington?

Mr. GEORGE. I yield

Mr. BONE. Is it the view of the Senator that any effort
on the part of the Congress to set up a general old-age
pension system would involve a vested property right, the
right to advance a claim for monthly pension from Fed-
eral sources, and that a system of that kind would infringe
upon the Constitution in a way to make it unconstitutional?

Mr. GEORGE. I am not discussing that question.

Mr. BONE. I uaderstand that.,

Mr. GEORGE. The bill grants benefits to a special and
limited class and it imposes a burden upon a special and
limited class.

Mr. BONE. My question was quite outside of that point.

Mr. GEORGE. I would rather not go into that widep
field. I am going to undertake to say further as to the
constitutionality of the tax that even the tax, to be con-
stitutional, must be immune against the provisions of the
fifth amendment. In other words, it is permissible under
the fifth amendment to question the validity of the tax.
Here is a tax upon certain employers. The beneficiaries
tax are those who come within title IT, let us sy,

| of the
of the bill, and they are a limited class. The tax on eme
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ployers to support the system is levied at a uniform rate
without regard to the hazards of industry. The mining
company which sends its men down to the bowels of the
earth, where fatalities often occur, has to bear the same
burden of tax as the industry in which retirement, acci-
dents, and death rarely and seldom occur. That is another
feature involving the constitutionality of the measure, but
I do not intend to do more than say that no responsible
lawyer who has been in a courthouse three times would
dare say that the provisions of this bill which have been
discussed are not subject to serious question.

I do not have to go further than that, and on that predi-
cate I say why strike down the private systems which have
been built up through the years and which have granted
benefits to employees? Why not preserve them?

The answer is, “ We do not strike them down. They will
still go on ”, when we know that will not be the case. Our
mail is full of assurances by responsible men that they will
be compelled to abandon their own systems if this tax shall
be imposed upon them and if they shall have to pay ft.

Also it was answered us in committee that none of the
private systems grant equal benefits to those provided in
title II and title III of the bill. If none of them grant equal
benefit, pray answer me why would private industry maintain
a system which did not grant equal benefits, but at the same
time pay taxes to set up another system which increases the
benefits over those of the private system then in existence?
In other words, it is said in one breath that the private sys-
tem can do more and will do more, that the private com-
panies will maintain their private plans, and in the next
breath we are answered and told that not one of the private
systems maintained by private companies in this country
bestows benefits equal to those provided by the bill.

Now let me answer those who stand firmly against the
amendment, and they ought to be answered for the benefit of
the American people. There is but one solid ground of objec-
tion to the amendment and that is the basic ground upon
which it stands. Those who oppose the amendment want
to put in the Federal Government the business of pensioning
the people of the country. They want to centralize power
here. They want to socialize and federalize the Nation in all
its affairs. Otherwise they would accept the amendment and
say, “ We will not take the risk of striking down the private
insurance systems in this country which have been built up
through the years. We will not take the risk of destroying
them, but of the private companies and individuals setting
up their own insurance plans we will require—we will abso-
lutely demand of them-——that they set up a plan equal to that
set up in the law of Congress. If they do that we will let
them operate. :

It may be said—it can be said, I concede, that the exemp-
tion from the tax of those who set up an acceptable and
approved plan of insurance or of benefits, may emphasize
the character of the bill, may further open it to attack upon
constitutional grounds; but it is already open to attack.
It is inescapable that the Court will be called upon to pass
upon this bill. I do not wish to assert dogmatically that the
Court will strike it down, but I do wish to say that no well-
grounded lawyer can say certainly and dogmatically that the
bill will ultimately prevail. Surely there is serious question
of its validity when we look beyond the form and words
of the bill to its substance.

The real objection to the amendment, the basic objection
to the amendment, is not that it takes out the strong and
leaves the weak to pay the tax, is not, in my humble judg-
ment, the ground which has been advanced, but the real
objection is the overweening desire of those who seek to
concentrate in Washington all power and reduce the States
to a system of vassalage, and to convert a free people, able
and willing to manage and conduct their own affairs, into
humble supplicants for the crumbs and for the benefits
which may fall from the national table. I do not think it
is healthy or wholesome. The least that can be done is to
take this amendment and let the private systems continue
to function if they grant equal or superior benefits, and let
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industry carry on as it has been carrying on through a
period of years in building up these private systems.

It is said that only 1 percent or a fraction of 1 percent
of all employees are now able to receive benefits through
these private systems. Grant it; but up to this time the
Federal Government has done nothing to induce, to ald, or
to assist, and remarkable progress has been made in setting
up some 450 private systems now operating in the United
States, and making at least some provision for a large
number of employees working for the individuals and com-
panies which have established these private systems.

I wish it to be definitely understood that the purpose and
objective of old-age annuities and of unemployment insur-
ance have my heartiest approval; but in my judgment there
is no necessity for the impatience with which we seek to do
things which we cannot do, and then the courts strike them
down and destroy all that industry has done.

The distinguished Senator from New York [Mr. WaGner]
has gone from the floor; but I recall that he was equally
certain that the railway pension retirement act was con-
stitutional, and yet the Supreme Court—by a divided Court,
it is true—said that it was not.

From this bill are already excepted State employees and
Federal employees, as the Senator from Missouri said, per-
haps the largest class of employees working for one concern
or one corporation or one political subdivislon or one sov-
ereignty in all of the United States. Already they are ex-
cepted from the bill. They do not pay any tax. Of course,
the Government does not, as a tax, nor do the employees
who work for the Government or for the States or for the
municipalities, nor does agricultural labor or domestic labor.
I am not saying that those exceptions are not properly
granted; that if it were a mere matter of classification they
would not constitute a proper basis for classification. I am
not asserting that at all; but I am saying that the bill is
already open to the constitutional objection which I can-
didly concede may be emphasized by further exceptions of
classes on whom it does not operate. At the same time the
question is there, and the act may go down before the-
decision of the Court; and if it does, then we shall have
lost, after some 1 or 2 years of trial, all that has been
gained by the efforts of private employers to set up their
own systemis.

Mr. WALSH. Mr, President—-

The PRESIDING OFFICER. Does the Senator from
Georgia yield to the Senator from Massachusetts? ‘

Mr. GEORGE. I yield to the Senator from Massachusetts.

Mr. WALSH. In the event the Senator should be satis-
fied that this measure is constitutional, would he favor the
Clark amendment?

Mr. GEORGE. I think I should stil favor the Clark
amendment.

Mr. WALSH. In other words, it is not merely the irrep-
arable loss that may result to employees who are now re-
celving benefits under private arrangements with their em-
ployers about which the Senator is concerned. Of course,
there would be almost irreparable harm to them if this
measure should be found to be unconstitutional.

Mr. GEORGE. That is quite true.

Mr. WALSH. But the Senator gces further than that,
and regardless of the constitutionality of the measure, he is
inclined to favor lifting out of it those private companies
which make beneficial arrangements with their employees?

Mr. GEORGE. I do, but I was stressing the other point
upon this particular amendment.

Mr. BARKLEY. Mr. President, in that connection, of
course, if the courts should declare the act unconstitutional,
it would then have no effect upon these private annuity
arrangements. They would go on just as they are now.

Mr. GEORGE. Exactly; but in the meantime they would
have been destroyed. The employers would have abandoned
any effort to maintain their organizations. They would not
walt for a year or two until the Supreme Court passed upon
this measure and abide by the decision, or go into the courts
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at the expense of heavy litigation to test the constitutional-
ity of the measure.

Mr. CLARK. Mr. President—-—

Mr. GEORGE. I yield to the Senator from Missouri.

Mr. CLARK. I received this suggestion from the head of
one of the largest banks in the State of Missouri, who told
me that they have had a pension system for more than 20
years, and that they now have a large number of employees
who will be eligible to retirement in the next year or two.
If the bill should be passed without the amendment I have
offered, and should strike down that pension system, and
then the act should be declared unconstitutional, those men
would simply be deprived of their rights.

Mr. HARRISON. Mr. President, will the Senator yield to
me?

_Mr. GEORGE. 1 yleld o the Senator from Mississippi.

* Mr. HARRISON. The Senator from Missouri will recall
that the bill especially exempts Government agencies and
Government employees, also such persons as are employed
by a national bank.

Mr. CLARK. I will say to the Senator that this is not a
national bank.

Mr. HARRISON. If it is a part of the Federal Reserve
System, it is exempt,f

Mr. CLARK. This was simply an illustration; not that
that particular bank was important. I used the illustration
to show what might happen in any industry where there is
now established such a pension plan. It does not make any
particular difference about whether or not that particular
bank would be exempt, if the same thing ran through in-
dustry wherever private pension plans are now existing.

Mr. WALSH, Mr. President, may I ask the Senator from
Missouri a question?

Mr. CLARK. The Senator from Georgla has the floor.

The PRESIDING OFFICER. Does the Senator from
Georgia yield to the Senator from Massachusetts?

Mr. GEORGE. I do.

Mr. WALSH. Would the Senator from Missourl accept
an amendment that would permit the status quo to con-
tinue between employees and employers who now have in-
surance benefits until such time as the Supreme Court might
pass upon the constitutionality of this measure?

Mr. CLARK. I should be perfectly willing to accept such
an amendment as that, but I do not think such an amend-
ment would reach the whole gquestion.

Mr. WALSH. It would not completely take care of the
Senator’s objection.

Mr. CLARK. That is perfectly true.

Mr. WALSH. It would in part, but it would not completely
do so. The Senator still thinks, notwithstanding the passage
of this bill, that private employers who desire to make special
arrangements with their employees should be permitted to
do so?

Mr. CLARK. I do not think there is any question about it.

Mr. GEORGE. Mr. President, I had not intended to oc-
cupy the time I have taken, and I had not intended to dis-
cuss the general bill under consideration. I had intended to
confine myself strictly to the Clark amendment. My pur-
pose was to point out at least the possibility of serious con-
stitutional objection to titles II and VIII of the bill as it now
stands; admitting that further exceptions from those who
are made liable to the tax may still open the bill somewhat
to more direct attack, nevertheless, that question is there,
and the Supreme Court will be compelled to meet it when-
ever & proper case reaches that tribunal; and that if the
Court should hold the act unconstitutional, all that has been
gained by individuals and companies that have operated their
own systems probably would be lost; at least, the larger part
of it would be lost. While many of the systems operated by
individuals and corporations and associations may be open
to question, while many of their practices may be subjected
to certain sharp criticisms, nevertheless on the whole they
have accomplished great social good for their employees; and
therefore this simple amendment, which gives the election
to the employee to go under the Federal system or to remain
in his private system, ought to be adopted as a part of this

proposed legislation.
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Mr. COPELAND. Mr. President, T have been much ime
pressed by what the author of the amendment has said, a8
well as by what the Senator from Georgia [Mr. GrorcGe] has
stated.

I desire to use a part of my time in asking -questions of
the Senator from Missourl regarding the effects of this plan.

I am disturbed because in my State many industrial cons
cerns have arrangements for insurance and of course prefer
not to be disturbed. At the same time there are many
citizens of New York who feel that to permit the continu-
ance of the private insurance arrangements would result
materially to reduce the level of age of the employees in
such industrial establishments. For these reasons I wish
to ask a question or two of the Senator from Missourl,
questions founded on an analysis of his amendment which
has been given to me.

We will assume that a basic condition to permitting an
employer to maintain a private pension plan would be the
establishment of benefits at least equal to those under the
Security Act. The two main factors in cost would be the
general level of wages and salaries paid by the employer,
and the ages of his employees. The younger the employees,
and the higher the level of pay, the greater the advantage
to the employer in buying annuities from a private insurance
company. ’

Of course, these two basic factors are in part opposed
to each other, since high age distribution is usually asso-
ciated with higher than average wages.

Mr. CLARK. Mr. President, will the Senator yield?

Mr. COPELAND. 1 yield.

Mr. CLARK. Under the amendment as it is now before
the Senate the objection the Senator has just raised is taken
care of by the provision that the employer must pay into his
private pension system or into any other system not less than
the amount of the tax he would pay in under the Govern-
ment plan; so that if there be any advantage to an employer
who employs younger men, that advantage must go to the
employees, because the employer will be able to buy more
annuity with the amount of tax he is required to pay in.

Mr. COPELAND. That is a very satisfactory answer; but
I desire to press the matter for the momeant, in order that my
conscience may be clear.

Does the Senator from Missouri believe that this private
plan would tend to the employment of fewer persons over
middle age? The problem of employment for a person past
middle age, of course, is rapidly becoming one of the most
serious social problems with which we have to deal. Would
the effect of the amendment which the Senator has offered
be to intensify that problem?

Mr. CLARK. I do not see how that could possibly be t.rue .
in view of the fact that the employer at every stage of the
game, at every period of paying the tax, must pay into the
private pension fund not less than the amount of tax; and
then, when the employment of the employee is terminated,
there must be paid into the Government fund as much as the
tax would have been compounded at 3 percent annually,

Mr. COPELAND. I thank the Senator. I take it to be his
view that the amendment would not aggravate unemploy-
ment among the middle aged.

Mr. CLARK. 1 do not see how it possibly could.

Mr. COPELAND. I assume the Senator has seen the same
analysis to which I am referring.

Mr. CLARK. I have never seen that particular analysis,
but I may say to the Senator that the same question was
raised in the committee, and that the amendment was drawn
to meet that specific objection.

Mr. COPELAND. So the Senator is quite satisfled that
the retention of these successful private systems would in no
sense endanger the employment of persons of advanced age,
and could not be used by the industries which have such-
systems to coerce employees in any sense?

Mr. CLARK. I do not see how it possibly could. I may
say to the Senator from New York that I have agreed with
the Senator from Washington {Mr. ScEWELLENBACH] tO ac-
cept an amendment to my amendment _ich will provide
specifically that the election to go under a private system
shall not In any sense be made & condition of employment or
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of retention of employment, which I think would be an im-
provement on the amendment.

Mr. COPELAND. May I ask the Senator from Washing-
ton what his amendment is? It perhaps covers the very
point I have in mind.

Mr. SCHWELLENBACH. Mr. President, on page 2, line 16
of the amendment of the Senator from Missouri, after the
word “ plan”, I propose to insert a colon instead of the
period and the words “ Provided, That no employer shall
make election to come or remain under the plan a condition
precedent to the securing or retention of employment.”

Mr. CLARK. I am glad to accept that amendment.

Mr. COPELAND. I think that is a very valuable amend-
ment.

Mr. SCHWELLENBACH. If the Senator has no objection,
I might offer it at this time.

Mr. COPELAND. I wish the Senator would do so, because
it would help to answer the criticism I have in mind.

Mr. CLARK. I accept the amendment, and modify my
own amendment in accordance therewith.

The PRESIDING OFFICER. The Senator from Washing-
ton offers an amendment to the amendment of the Senator
from Missouri, which the clerk will report.

The LecisLaTIVE CLERK. On page 2, line 16, after the word
“ plan ”, it is proposed to insert a colon instead of the period
and the following words:

Provided, That no employer shall make election to come or re-
main under the plan a condition precedent for the securing or re-
tention of employment.

The PRESIDING OFFICER. The question is on agreeing
to the amendment to the amendment.

Mr. MCNARY. Mr. President, may I inquire whether this
is a perfecting amendment to the amendment offered by the
Senator from Missouri?

The PRESIDING OFFICER. It is a perfecting amend-
ment offered by the Senator from Washington (Mr. SCHEWEL-
LENBACH].

Mr. CLARK. I accept the amendment offered by the Sen-
ator from Washington, and modify my own amendment in
accordance therewith.

The PRESIDING OFFICER. The question is on agreeing
to the amendment to the amendment.

The amendment to the amendment was agreed to.

Mr. COPELAND. Mr. President, I take it that answers
the criticism I had in mind, namely, that the encourage-
ment of private pension plans would place powerful coercive
weapons in the hands of employers.

Mr. SCHWELLENBACH. I may say to the Senator that
that was my purpose in preparing the amendment.

Mr. COPELAND. I think it is a very valuable addition to
the amendment of the Senator from Missouri.

As I review the amendment, as it now stands, as com-
pared with the amendment as it was originally offered, I
think it has been very greatly improved. To a great degree
it answers the criticisms which have been passed upon it.
I am glad, because, as I have already said, there are many
private plans in force in my own State, and they have been
very successful in most instances. Yet I would not want
anything to interfere with the proposed legislation, which to
my mind is very important.

The greatest tragedy in the world is the tragedy of old age
in poverty, and whatever we can do to relieve the distress of
mind of those of our people who have not been fortunate
enough to accumulate the wherewithal to be maintained in
old age is a very desirable and necessary thing to do. At
this time, too, there are thousands of families, I suppose
millions, who thought they had prepared for the rainy day,
but by reason of the depression, and the circumstances in-
volved in it, they have come to be almost as bad off as many
who were born and have lived all their lives in poverty.

Mr. CLARK. Mr. President, will the Senator yield?

Mr. COPELAND. 1 yileld.

Mr. CLARK. I should like to call the attention of the
Senator to a plan in force in a company in his own State as
an example of private pension plans. I refer to the Socony
Vacuum Qil Co. I have in my hand a letter from the chair-
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man of the annuity insurance committee of that company in
which he states:

The employee pays 3 percent of his wages into the fund; the
company pays approximately 4 or 414 percent into the fund.

Over 99 percent of our employees are under the plan, which is
insured with the Metropolitan Life Insurance Co. The averege
pension payable exceeds the maximum $85 payable under the
Government plan.

I should like to read that again:

The average pension payable exceeds the maximum 8§83 payable
under the Government plan.

In other words, under this plan the average annuity is
greater than is possible under the Government plan.

As part of this plan, each employee is carried for life insurance
to the extent of 1 year's salary, for which he pays six-tenths of 1
percent and the company pays the balance.

Our company desires to continue with its private plan,

I ask the Senator this question: When a company has been
willing voluntarily, without any compulsion of law, to do
more for its employees than is likely or than would be per-
mitted under the proposed act, why should not those
employees have the benefit of that additional plan?

Mr. LONG. Mr. President, will the Senator from New
York yield to me?

Mr. COPELAND. 1 yield.

Mr. LONG. I merely desire to call the attention of the
Senator from Missouri to the fact that under most of the
private pension plans an ex-employee does not have to prove
himself to be needy in order to get his pension.

Mr. CLARK. That is perfectly true; the pension accrues
as a matter of right. )

Mr. LONG. It accrues as a matter of right, but under the
particular bill before us that would be wiped out, and unless
a man proved himself to be a pauper he could not qualify for
the pension roll. )

Mr. COPELAND. Mr, President, the great trouble in the
United States, and I suppose all over the world, is that when
a man or woman approaches middle life, or passes middle age,
and is out of employment, it is almost impossible to find new
employment. There is almost unanimity of opinion among
employers that such persons are not desirable employees; the
situation is pathetic.

My only regret about the bill is that we have not been a
little bit more generous in it. I assume we will go just as
far as we can, and we ought to, but certainly if there is one
thing which stirs the emotions and should excite us to do
the right thing it is the urge to take care of aged persons.

We can find means to aid the bables, we establish institu-
tions to prevent disease, but the most amazing thing is that
the homes for the care of old people are almost bankrupt.
If we cannot through voluntary contributions maintain in
decency persons in old age, then certainly it is time for the
Government to step in and undertake what is intended to be
done by this measure. As I have sald, my only regret is
that we cannot deal more generously with our aged citizens.

Mr. HARRISON. Mr. President, before a vote is taken on
the amendment I desire to say to the Membership of the
Senate that there was no question presented to the commit-
tee related to the pending legislation to which we gave more
consideration than to the question before us. It was pre-
sented by the distinguished Senator from Missouri [Mr.
Crarx] and the distinguished Senator from Georgia [Mr.
GEORGE].

Mr. CLARK. Mr. President, will the Senator yleld?

Mr. HARRISON. I yield. I mean the idea was presented
by the Senator from Missourl.

Mr. CLARK. If the Senator will permit, I merely desire
to recall to the Senator’s mind the fact that the amendmens
was lost in the committee on a tie vote only.

Mr. HARRISON. That corroborates my statement that
the committee gave the matter every consideration.

When the question was first presented to the committee,
the amendment appealed to me, as one member of the com-
mittee, and I am sure it appealed to others. I thought that
those institutions which had built up private pension sys-
tems of their own should be commended; that they had
taken a great forward and progressive step and that they
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should be encouraged because they were forward looking;
and personally I did not want to see anything done by legis-
lation which might hamper their progressive march.,

When we begin to analyze the proposition, however, from
every angle and to stop, look, and listen, we find there is
more to it than might appear at first glance, and I changed
from the first opinion that I held about the matter.

We had before us some experts; one gentleman from
Rochester, N. Y., Mr. Folsom, who made a splendid presenta-
tion and was thoroughly informed on the matter. He is a
man of extraordinary ability and has charge of the pension
system for the Eastman Kodak Co. It is my impression that
he is thoroughly satisfied with this provision as written now.
He appeared before us when the bill was being considered in
executive session by the Finance Committee.

Mr. CLARK. Mr. President, will the Senator yield?

Mr. HARRISON. 1 yield. .

Mr. CLARK. So far as Mr. Folsom is concerned, the Sen-
ator will recall that in the executive session of the Finance
Committee, when this proposition was under discussion, the
statement was made by Mr. Murray W. Latimer that Mr,
Folsom did not approve this amendment, and I have here a
communication from Mr. Folsom in which he says that Mr.
Latimer was not authorized in any way to say that.

Mr. HARRISON. Mr. President, I am not in a combative
mood or of such disposition at all. I am in the most ami-
able spirit in the world. My greatest desire is to try to
finish the debate on the bill this afternoon and send the bill
to conference; so I admit, if the Senator makes the state-
ment, that it is so. I have been led to believe that he is
satisfied with it. Mr. Latimer, who is one of the great ex-
perts on this legislation, appeared before the committee and,
if I correctly recall his testimony, he said he met with the
representatives of nine of the biggest industrial institutions
of the country, which had inaugurated and carried on for
many years these private pension plans, and he said that
of the 9 representatives present 5 of them thought it was
better for these corporations to come under the Govern-
ment’s pension plan.

Let us see now why some believe that it is better to have
one system than for business institutions to continue their
individual pension systems and not participate in the pro-
posed plan, It was pointed out by the distinguished Sen-
ator from Deiaware [Mr. HASTINGs] the other day that there
is favored treatment accorded to those in the old, ripe years
over those of younger years. We admit that. It is just so.
It cannot be otherwise. They have worked many years
in comparison with the short period they will be under the
proposed annuity system, and consequently we give them
proportionately more for the time they are in the system
than we do younger men.

Then some of us believe that in a great crisis such as the
present, with problems such as now face -us, that favored
treatment should be given to help to bear the burdens of
the older worker. However, that was the Senator’s criti-
cism of the bill. When he compared the benefits and bur-
dens imposed by this measure, he found that the old re-
ceived larger benefits compared to burdens. If these pri-
vate institutions are permitted to carry on their private
pension plan, there is nothing in the amendment of the
Senator from Missouri [Mr. CrLarg] which prevents them
from doing what they please in the matter of discharging
men when they reach a certain age, because of the heavy
obligations which are imposed upon the private industrial
institutions, and take on in their places younger men, be-
cause the younger the men are the less heavv are the ob-
ligations.

Mr. CLARK. Mr, President, will the Senator yield?

Mr. HARRISON. 1 yield.

Mr. CLARK. Is there anything in the bill as it now
stands which prevents an industrial company from laying
off men when they reach & certain age?

Mr. HARRISON. Yes.

Mr. CLARK. What is in the bill that prevents that,
which is not in the amendment?
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Mr. HARRISON. Of course, they can fire them if they
want to, so far as direct provisions of either bill or amend-
ment is concerned.

Mr. CLARK. In other words the same situation exactly
exists under the bill as it is proposed which will exist under
the bill with the amendment in it, is that not correct? Is
that not precisely the situation?

Mr. HARRISON. There is nothing in the bill which com-
pels an institution to keep somebody on, but there is a pro-
vision that if a man has worked a number of years, or has
reached a certain age, or he dies, that he or his heirs shall
get a certain fixed payment.

Mr. BLACK. Mr. President, will the Senator yield?

Mr. HARRISON. 1 yield

Mr. BLACK. It does not have to be in the law, it seems
to me, for the reason that if the company buys a private
annuity for all of its men it would certainly be able to buy
it much cheaper if it were to employ men from 21 to 2§
than it could if it kept men from 50 to 65 years of age.

Mr. HARRISON. Absolutely.

Mr. BLACK. So there is the strongest inducement in the
world for them to endeavor to get the insurance the cheap-
est way possible, and you would find them competing to get
cheaper rates of private insurance by employing younger men,
if they were permitted to discharge their older employees.

Mr. CLARK. Mr. President, will the Senator yield?

Mr. HARRISON. 1 yield.

Mr. CLARK. If the Senator from Alabama will take the
trouble to read the amendment he will find a specific pro-
vision in the amendment that the employer under private
practice shall pay into the private-pension plan not less than
the amount of the tax. So that his argument of there being
an incentive to employ younger men absolutely falls down.
If it be true that by employing younger men he is able to
get his insurance clkeaper, then by reason of the fact that
he must pay in at least the amount of the tax he can simply
get more annuity for the employees.

Mr. HARRISON. The Senator at one place in his amend-
ment provides:

Except that if any such employee withdraws from the plan
before he attains the age of 65, or if the Board withdraws its ap-
proval of the plan, the service performed while the employee was
under such plan as approved shall be construed to be employment
as defined in this subsection.

In other words, if there is a private industrial institution
with a private pension system, and it should go bankrupt
Jjust before an employee became 65 years of age, or entitled
to the pension, the responsibility would be placed on the
Government, and it would have to pay the pension and not
the private institution, because there would be nothing left
of that institution. ‘There is another provision in the
amendment which says that he can receive back the amount
he paid in——

Mr. CLARK. Plus 3 percent interest; exactly what he
would get under the Government system.

Mr. HARRISON. Yes. There is this about that. The
amount he pays in amounts to 3% percent of his wages,
payable in the case of death to the estate. What the em-
ployer paid in thus goes into the Federal Treasury of the
United States, if the employee is in the Federal system,
and is lost to the Treasury if the employer has a private
system. The older man would naturally be left in the
Federal system, and funds from general taxation paying
benefits under the Senator’s amendment.

However, aside from all the analysis which we might go
on with here, which I was hopeful we might avoid, the simpls
question, Members of the Senate, is this: We did not adopt
this amendment which was offered in the committee be-
cause, first, we thought it might be an encouragement to
private institutions to stay out of the system, weakening the
Federal plan and giving a leverage to private institutions to
discharge their employees when they had reached a certain
age, and to take on younger men, or that same institution
would go out and take Federal insurance under this plan
to the number of its older men, but as to the younger men
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they would carry private insurance, because the burden
would not be so great in one case as in the other case; and,
secendly, some of us believed that it would add to the doubt-
fulness of the constitutionality of this bill. Of course, I
do not know, and no one else can know what the Supreme
Court will hold.

Mr. CLARK rose.

Mr. HARRISON. I will yield to the Senator in & moment.
I had not completed my sentence. I can talk so much better
when the Senator is sitting down. No one in the world can
tell what law is going to be held unconstitutional until it is
passed on by the Supreme Court. I am not criticizing the
Supreme Court. They have their functions to perform and
we have our functions to perform; but I might say inci-
dentally that when the question comes up before the Senate
of two-thirds of the Justices passing on the unconstitu-
tionality of congressional legisiation I am going to support
that proposed amendment to the Constitution of the United
States.

Mr. LONG. Mr. President, what is that? What did the
Senator say?

Mr. HARRISON. It is not worth repeating to the Sena-
tor. [Laughter in the galleries.] I do not suppose that the
Senator agrees with me.

In the Child Labor case the Supreme Court did declare
that act unconstitutional. They declared it unconstitutional
when Congress levied a tax upon products made by child
labor, or by those under a certain age, which entered into
interstate commerce.

Here the measure presents a uniform system of old-age
benefits. The taxing features of the bill are entirely sep-
arate from other provisions. These taxing provisions are
to raise revenue which, it is believed, will roughly equal
anticipated appropriations for unemployment insurance and
a system of annuities. Whether that will haveany influ-
ence on the Supreme Court I do not know, but it was
drafted by some very fine experts, and the tax features are
over here in a part by themselves, so far as the constructive
features of this legislation are concerned.

Mr. CONNALLY. Mr. President, will the Senator yield?

Mr. HARRISON. I yield.

Mr. CONNALLY. It will not have any effect on the
court unless the Senator talks about it.

Mr. HARRISON. The experts drafted it, and it is there,
and we hope that it will have its influence and its bearing.
However, if this amendment were adopted, it would seem
to me that it would make the measure more doubtful than
otherwise, because with this you are imposing a tax and
trying to compel people to set up unemployment plans,
because you say to them, “ If you do not go into a private
insurance plan, w~ are going to tax you.” That might be
held analogous to che Child Labor case.

Mr. COSTIGAN. Mr. President——

The PRESIDING OFFICER. Does the Senator from Mis-
sissippi yield to the Senator from Colorado?

Mr. HARRISON. I promised to yield to the Senator from
Missouri [Mr. CLARK] first.

Mr. CLARK. I do not desire to disturb the Senator’s train
of thought, because he has left the subject upon which he
was talking at the time I tried to get him to yield.

I should !ike to get the Senator to explain merely wherein
his statement is correct that under this amendment as it
now stands there could possibly be any advantage to an em-
ployer financially in staying under a private plan and being
under the Government plan, assuming that he employed
younger men, if he has to pay the amount of tax, anyway,
plus a further amount?

Mr. HARRISON. Let us take the provisions with reference
to the proposal in the bill as recommended by the com-
mittee:

All industrial employers pay the tax imposed, and annually
appropriations are made to the reserve fund to be invested;
a large reserve is to be built up through their investment, hy
the purchase of Government bonds, and so on. The pur-
pose is to give strength to the fund and assurance that when
employees shall reach 65 they will get the payments cue
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them, and when they shall pass off the stage of life their
estates will receive the money to which the worker was
entitled. But if an industry sets up a private plan under the
amendment it is separate and apart; the board to be created
will not be authorized to investigate, for instance, what re-
serve the private institution may have.

Mr. CLARK. The board has to approve the plan.

Mr. HARRISON. Oh, yes; the board has to approve the
plan when the application is first made, but there is nothing
in the amendment with reference to the board following
through to determine whether or not the reserves may be dis-
sipated, or what may become of them, of what the financial
status of the industrial corporation is; and, consequently,
after men have paid into this private fund for years and
years, if the institution becomes bankrupt, they may lose
their all.

Mr. CLARK. Mr. President, will the Senator yield?

Mr. HARRISON. I yield.

Mr. CLARK. 1t is perfectly apparent the Senator has not
read the amendment, because in paragraphs (¢) and (d),

page 3, it is specifically provided:

- (¢) The Board shall have the right to call for such reports from
the employer and to make such inspections of his records as will
satisfy 1t that the requirements of subsection (b) are being met,
and to make such regulations as will facilitate the operation of
such private annuity plans in conformity with such requirements,

(d) The Board shall withdraw its approval of any such plan
upon the request of the employer, or if it finds that the plan or
any action taken thereunder fails to meet the requirements of
subsection (b).

So the board has the authority to follow up the opera-
tion of the private plan, and it is the duty of the board to
do so, though I do not concur in your conclusion, but con- -
ceding it for the moment.

Mr. HARRISON. If the board should withdraw its ap-
proval of the plan, and the fund has been dissipated, or
there is not sufficient reserve to meet the demands upon
the fund, or the plan is discarded, then what is going to
happen to the poor individual who has been paying into the
fund for many years and who is shortly about to reach the
age lUmit? )

Mr. CLARK. The reserves will largely be invested under
supervision of the board and under such regulations as the
board may make.

Mr. HARRISON. The amendment does not say * under
the supervision of the board.”

Mr. CLARK. Let me read the Senator the provision:

The contributions of the employee and the employer shall be
deposited with a life-insurance company, an annuity o
or a trustee, approved by the Board.

Mr. HARRISON. Yes; but it does not ssv anything about
continuing supervision, as I understand. .7hen a concern
makes application for the approval of a particular plan the
board has authority to approve it, but it has no jurisdiction,
as I understand, to follow through with subsequent in-
vestigation and with general supervision and control of the
funds of the private institution.

Mr. CLARK. Subsection 3 clearly gives the board that
authority.

Mr. COSTIGAN. Mr. President——

The PRESIDING OFFICER. Does the Senator from Mis-
sissippi yield to the Senator from Colorado?

Mr. HARRISON. I yield.

Mr. COSTIGAN. Mr, President, with his usual force and
ability, the Senator from Mississippi has stated the reasons
for rejecting this amendment. May I ask the Senator
whether it is not true that the experts who have continu-
ously counseled the committee with respect to this propnsed
legislation believe that-this amendment threatens the wel-
fare of the older workers and is calculated to ilmpalr the
integrity and eficiency of the bill?

Mr, HARRISON. As I have suggested, I was led to be-
lieve in this proposal when it was first advanced, but later
I became thoroughly convinced that it might be used to
the disadvantage of the older men in favor of the younger
men; that it might affect greatly the system we are trying
to put into operation; that it also might affect the constitu-
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tionality of the measure; and that is why, as one member
of the committee, I did not support it.

Mr. BARKLEY. Mr. President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from
Mississippi yield to the Senator from Kentucky?

Mr. HARRISON. I yield.

Mr. BARKLEY, The point has not been raised, as I re-
call, but it seems to me that this amendment may endanger
the constitutionality of the proposed act on another ground.
The Constitution provides that:

All dutles, lmpost.s, and exclses shall be uniform throughout
the United States

Of course, that does not mean that Congress has to levy
the same kind of tax on everybody in the United States;
Congress has the power to classify the people for the pur-
pose of taxation; but within that class the tax must be
uniform. How can the Congress establish a class in order
to bring about uniformity of taxation and then lift indi-
viduals or groups out of that class and say, “ You shall not
be subject to the tax provided you have a private institu-
tion of your own”, without endangering the constitution-
ality of the tax on the ground of the lack of uniformity?

Mr. HARRISON. I agree with the Senator. I hope the
Senate will not adopt the amendment and that it will be
rejected.

Mr. SHIPSTEAD. Mr. President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from Mis-
sissippi yield to the Senator from Minnesota?

Mr. HARRISON. I yield to the Senator.

Mr. SHIPSTEAD. It seems to me there is a question of
policy involved here. I have had, in recent years, complaints
from people who supposed they were the beneficiaries of
private retirement systems but who found that the reserve
funds invested to carry on the retirement plan had been
s0 badly invested that when the time came for them to
Teceive the benefits which were anticipated, and which they
-expected to receive annually, the condition of the fund was
such that the amount received by them, in many cases, was
very little. Others have complained that they have been
discharged from the service a year before the date for their
retirement without, at least so they claim, any just cause.
I wonder if the committee has considered the injustices and
the disappointments which in many cases have come to those
who are supposed to be beneficiaries of private pension
Systems,

Mr. HARRISON. That, as I have stated, was among the
reasons that caused some of us to oppose the adoption of
such an amendment as is now pending. There is nothing in
this proposed legislation that will prevent private institu-
tions from carrying on thcir pension systems just as they
have carried them on in the past. They can do that if they
50 desire. There is no reason in the world because of the
adoption of this measure for any person who has an interest
in such a private fund and who has been a participant in a
private pension system losing it. He will have all his equi-
ties and all his rights just the same. If a private pension
system is, as some have pointed out, better than the Govern-
ment’s plan, those supporting it will have a perfect right,
so far as this legislation is concerned, to carry it on as they
have done in the past. If some big-hearted industry has
been doing that, it can continue to do it just the same. Of
course, it will have to pay the tax that is required under the
proposed law, but it may add that to the benefits of its
employees.

Mr. President, it was stated by the Senator from Georgia
that we are trying to centralize administration of the system
here in Washington. I do not think he was talking about me,
but he was talking about some who have had something to
do with the framing of this proposed legislation. It must
be recalled that when this proposal was first made to the
Senate Finance Committee it gave much more power to
officials in Washington, so far as pensions were concerned.
The authorities here were to pass on State plans with respect
to amount of pensions, who should get pensions, and so
forth. ‘They were, in many respects, to pass on standards of
my State, such as those specifying who is a needy individual
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and how much he is to obtain; but we subsequently effected a
complete change.

I know it was the opinion of the Committee on Finance
that the whole order should be changed and that the author-
ity should be vested in the States. The House acted first;
they completely rewrote the bill, and they left it to the States
to say who should get a pension. The Finance Committee
put in only the limitations that the Federal Government
would contribute pensions to needy aged individuals. The
$15 per month Federal contribution does not limit the pen-
sion to $30. The State may go up higher than that §f it so
desires. The measure also provides that the age should be
65 years, with the exception that up to 1940 the State, if 1t
chooses, may fix the age at 70. So the measure is not one
which centralizes everything in Washington, but it is to be
left largely to the States to determine how to expend this
money.

Of course, the Federal annuity the proposed amendment
affects is wholly a Federal matter and naturally is adminis-
tered in Washington, but this is only one of the many phases
of the bill.

Mr. LONG. Mr. President, will the Senator yield?

Mr. HARRISON. 1 yield to the Senator from Louisiana.

Mr. LONG. I notice the Senator is of the opinion that
the administration is to be left to the States. I call his
attention to the fact, however, that the board in Washing-
ton can judge that the State has failed to comply with the
general outline or the specific plan and can thereby elimi-
nate the State from receiving a contribution. In other
words, whenever the board takes a notion it can cut off the
State.

Mr. HARRISON. No; the Senator is mistaken about that.

Mr. LONG. Let the Senator look on page 6.

Mr. HARRISON. We lay down the conditions——

Mr. LONG. But the bill lets the board be the judge.

Mr. HARRISON. And we leave to the States to fay who
shall be the persons selected to receive the Federal assist-
ance,

Mr. LONG. But the Senator does not catch my point.

Mr. HARRISON. Of course, reports must be made to
‘Washington.

Mr. LONG. Not only that, but the board is the sole
Judge as to whether or not the act is being properly carried
out by the States. The board is the sole judge of the facts
and of the law, and it can say, “ Under the law and the
facts we have decided that the State of Mississippi is not
complying with this law, and therefore it will receive no more
help from the Federal Government for pensions.” Further-
more, not even an appeal to the courts has been provided.
The board can cut the States off if it wants to, and my expe-
rience has always been that when boards are made judges
of the facts and the law they fit the law and the facts to
whatever they want to do.

Mr. HARRISON. Of course, the States have to make re-
ports to Washington, and they should make reports to
Washington. The Federal Government will be eXpending
millions of dollars, and some agency of the Federal Govern-
ment should know about the expenditure and should have
reports. We do that with reference to the Federal aid for
roads, for which purpose we appropriate millions of dollars;
naturally, reports have to be made and some supervision
provided. But the bill gives the maximum amount of juris-
diction and authority and power and discretion to the
States with reference to the aid granted for old-age pen-
slons, and with reference also, I may say, to unemployment
insurance and provision for child welfare, and so forth.
When this bill was first proposed to our committee it pro-
vided what kind of plan of unemployment insurance there
should be. We bLroadened it so that the State itself may
adopt unemployment insurance providing for pooled funds,
séparate accounts, or a combination of these plans,

Mr. LONG. Mr, President, I want to say to the Senator
that if the board should decide that the States are dis-
criminating among the people to whom they are giving
pensions, if the board should decide the States are giving to
the nonneedy and leaving out the needy, if the board should.
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decide that any of the sections of the bill are not being
carried out in spirit or in letter, the board could cut off any
State if it should want to cut it off. A blind man can see
that if he knows what has happened in similar cases. He
would know they could cut off whom they wanted to. The
facts are always there, as Frederick the Great had them, as
I was telling, and there are always professors in universities
to explain the reason they have for cutting them off.

Mr. HARRISON. Mr. President, I think I have said all I
desire to say.

Mr. WAGNER. Mr. President, I do not desire to extend
this discussion unduly. I only wish to call the attention of
the Senate to a few considerations that make me very appre-
hensive about the pending amendment. One of our great
industrial problems—and I think most Senators who have
given any thought to the subject realize it—has been the
preservation of employment opportunities for older men,
men above 40 years of age. We have heard time and time
again that industry refuses to employ these men. In spite of
what the Senator from Missouri [Mr. CLark] said, surveys
which have been made time after time show that private
pension plans tend to discourage the employment of older
men.

The bill now pending would do away with the incentive
to get rid of the older workers, because the contributions
of the employer and the employee will be the same whether
the man employed is 55 years of age or 30. There will be

no financial advantage to be derived merely by the employ--

ment of younger men.

To show that there has been discrimination in the past
I cite the fact, that of all the employees who have been
entitled to draw pensions from industry under voluntary
pension systems, only 4 percent of them are actually draw-
ing any benefits. Men are rarely employed until they reach
the age where they would be entitled to a pensirn. The
amendment of the Senator from Missourl would tend to
perpetuate this evil. It would create an incentive to the
discharge of older workers that many employers could not
resist.

Mr. CLARK. Mr. President, will the Senator yield?

Mr. WAGNER. 1 yield.

Mr. CLARK. Will the Senator be kind enough to explain
wherein that danger lies?

Mr. WAGNER. Yes; I shall try to do so. Under the bill
as now drawn the older men of today will receive an annuity
which is greater than they will have actually earned. The
theory is that the younger men and the employees who are
contributing to the fund will make up that difference by
contributing over a longer period of time; otherwise the sys-
tem would, of course, become bankrupt.

Industries are going to try to make this plan as inexpensive
to themselves as possible. If they employ older men, they
will have to use part of the funds contributed by the younger
men to pay the annuities to the older men. The chances
are that the employer himself will have to make up & substan-
tial part of the difference.
t‘th'. CLARK. Mr. President, will the Senator yield fur-

er?

The PRESIDIN(® DFFICER. Does the Senator from New
York yield further .o the Senator from Missouri?

Mr. WAGNER. 1 yield.

Mr. CLARK. If under the amendment the employer is re-
quired to pay into the private fund not less than the amount
of the taxes he would have to pay if he were paying into the
Government fund, where can there be any advantage in the
way the Senator has indicated?

Mr. WAGNER. If he has a greater number of older men
than of younger men, his fund is bound to become bankrupt;
because, as I said, when the older man of today retires he
will get an annuity far larger than he has actually earned.
Somebody has to make up that difference. If there is a
large pooling system, however, to which the younger men
and the employers throughout the country contribute, there
will be ample funds to make up the difference.

Mr. CLARK. Under the amendment the employee cannot
Possibly get less than he would get under the Government
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system. The employer cannot contribute less than he would
contribute if he were under the Government system.

Mr. WAGNER. But the employer will say that he will
not employ older men. He does not want the problem of
having to pay his employees more than they have actually
earned. It is very clear to me, although I may not have
made it very clear to the Senator from Missouri.

Mr. CLARK. The Senator certainly has not.

Mr. CONNALLY. Mr. President—-

The PRESIDING OFFICER. Does the Senator from New
York yield to the Senator from Texas?

Mr. WAGNER. 1 yield.

Mr. CONNALLY. I suppose it has already been pointed
out, but the chief objection to the amendment is that it
will interfere with any wide-spread general plan. All the
prosperous businesses will build up their own little plan,
thinking they can save money by it, and there will be left
only the little wabbling, crippled corporations to participate
in the Government plan. It seems t0 me the plan ought to
be universal in its application.

Mr. WAGNER. That is the only way to make it work
successfully.

Mr. CONNALLY. If we have the same standard through-
out all industry, then no one will have any advantage over
anybody else in industry.

Mr. WAGNER. That is the idea of any pooling system.

Mr. CLARK. Mr. President, will the Senator yleld fur-
ther?

Mr. WAGNER. 1 yleld.

Mr. CLARK. The same rule would apply under section
909, where provision IS made for a lesser tax based on
experience.

Mr. WAGNER. That may be, but there is no question of &
national pooling system there. Each State has its own sys-
tem. Under the bill it may be a pooling system, or it may
not be A State may enact a law permitting private indus-
tries to carry their own unemployment insurance funds.
That has no bearing here.

Mr. GEORGE. Mr, President, may I ask the Senator a
question?

Mr. WAGNER. 1 yleld to the Senator from Georgla.

Mr. GEORGE. If it is absolutely necessary to have a uni-
form and universal system, why Is it the Senator has ex-
cepted some existing systems?

Mr. WAGNER. I meant universal within a class.

Mr. GEORGE. Why s6? Why say “ class "?

Mr. WAGNER. We must have a pooling system, insofar
as those with whom we deal are concerned. We need no$
include in the pool classes excluded from the bill.

Mr. GEORGE. The chairman of the committee stated a
little while ago that the national banking system, which had
its own pension plan, would be under the Government sys-
tem, while the State banking system, which is not under
control of the Federal Government, would be outside the
Government plan.

Mr. WAGNER. A number of States have pooling systems
for workmen’s compensation. The State of Washington has
one that has been sustained by the Supreme Court, the Court
saying that some of the better and more prosperous em-
ployers could be compelled to bear part of the cost of those
who had a more unfavorable experience. That is the whole
theory of a pooling system. Any actuary, I am sure, would
be able to persuade the Senator that it would pay an employer
operating a private pension system to eliminate entirely the
risks arising from employing the older men.

Mr. LONG. Mr. President, will the Senator yleld?

Mr. WAGNER. 1 yield.

Mr. LONG. We have not outlawed it in this bill, and that
is the point which the Senator from Georgia and the Senator
from Missouri were making.

Mr. WAGNER. The Senator was talking about another
matter altogether. He was talking about unemployment in-
surance. We do not attempt to deal with that on a national
scale. Each State will be free to determine under what sys-
tem it desires to pay unemployment insurance. That has no
conbection here.
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There is another consideration that we have not said very
muck about, and I wish to invite the attention of the Senator
from Missouri to it. OQur country has a tremendous indus-
trial turn-over. Suppose, to be very moderate indeed, that in
the industries which adopt this system a million men are the
annual turn-over. .

In each individual case when a job is vacated, either vol-
untarily or through discharge, the board would be required
to determine what amount should be paid by the employer
into the Federal fund on behalf of the particular worker, or
if the employee died in service the board would have to
examine whether his estate received its full due. Such cir-
cumstances would require in each instance a separate in-
vestigation. How will it be possible to conduct a million
investigations per year just to ascertain these facts? It
would certainly be unfair not to investigate them, because
some of these plans may be run loosely, and may not afford
the individual worker the protection to which he is entitied.

Mr. CLARK. Mr. President—

The PRESIDING OFFICER. Does the Senator from New
York yield to the Senator from Missouri?

Mr. WAGNER. I do.

Mr. CLARK. If any private plan were loosely run, it
would be directly chargeable to the holy social security
board set up by the Senator himself in this measure, be-
cause they are specifically charged with the responsibility of
seeing that these plans are not loosely run; and since we
are giving them practically powers of life and death over the
population of the United States anyway, it does not seem to
me too much to require that they should see that these
private plans are not loosely run.

Mr. WAGNER. Even though they may not be loosely run,
certainly the worker shoiuld have some assurance that he is
getting all that he is entitled to get. He is not an actuary.
He is not a mathematician. He is just a plain vorker. He
does not know whether or not he is getting the proper sum,
and he is entitled to Government protection.

We had a persuasive experience upon an analogous mat-
ter in New York State. For a period of time after the
workmen’s compensation law was enacted—and I was largely
responsible for the liberal provisions of that law—we per-
mitted insurance companies to make private settlements
with workers when they were injured. We thought that no
abuses would occur, and that a proper determination would
be made of the injury which a man received and of the
amount of compensation to which he was entitled under
the law. But very soon abuses came to the attention of the
authorities. Officials and investigators themselves were fre-
quently at fault. Wanting to make good records, they paid,
for the loss of a leg, perhaps, the price of ti'e loss of a
finger. The poor worker did not know the difference. He
did not know what he was entitled to, so he signed a re-
lease. The system was in existence for only about a year
when the nbuses were called to the attention of the legisla-
ture, and we changed the law so that the approval of the
authorities must be had in each case before payment was
permiited to be made.

These millions of workers, when they leave one employ-
ment and go into another, are entitled to protection, and
where can enough inspectors be obtained to make investi-
gations and report every case? I think that, as a pure mat-
ter of administration, the amendment of the Senator from
Missouri is an impossibility.

Besides, of course, as the Senator from Mississippi [Mr.
HarrIsox] has pointed out, there would be no public con-
trol over the administration of the private funds of com-
panies. A man could not be sent in every week or every
month to make an investigation as to how the funds were
being administered. I do not say that there would be so
very many abuses; but the worker must be protected in every
case.

Mr. CLARK. MTr. President, will the Senator yleld?

Mr. WAGNER. 1 yield to the Senator from Missouri.

Mr. CLARK. How does the Senator construe subsection
(c) on page 3 If he says the board has no right to make
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inspections and follow up these matters? The subsection
provides for that as specifically as the legislative drafting
service was able to make it do so.

Mr. WAGNER. I am addressing myself more to the phys-
ical impossibility of doing it. I should like to agree with
the Senator on his plan. I know that most of the private
companies wish to be fair to their employees, but, at the
same time, they all feel that they owe an obligation to their
stockholders, and they are going to conduct these funds with
as little expense as possible.

Mr. HARRISON. Mr. President——

The PRESIDING OFFICER. Does the Senator from New
York yield to the Senator from Mississippi?

Mr. WAGNER. I do.

Mr. HARRISON. 1 was about to ask the Senator a ques-
tion, but I wished to have the Senator from Missouri hear
it in the hope that it might appeal to him.

‘This part of the bill is to go into effect in 1937, 2 years
from now. Am I right in that statement?

Mr. WAGNER. Yes.

Mr. HARRISON. If we could pass the bill in this form
we should have 2 years in which to study the question of
amending the law and working out the safeguards that
might be absolutely needed in the way of supervision, in-
spection, and all those things. We could study this par-
ticular proporsal further, and we should have 2 years in
which to make the study.

Mr. WAGNER. Yes; that may very well be.

Mr. HARRISON. 1 hope the Senator from Missouri will
acquiesce in taking that course.

Mr. CLARK. Mr. President, will the Senator yleld?

Mr. WAGNER. 1 yleld.

Mr. CLARK. The Senator’s argument answers itself. If
the amendment should be accepted, and any hardship were
to develop, it would always be possible to amend the act and
cut out the exemption. The Senator’s proposal is to wipe out
these private pension systems, and then, if we find that we
have done a wrong, to try to cure the wrong by amendment.

Mr. WAGNER. Iknow the Senator will not agree with me
on that point; but I am firmly convinced that if this amend-
ment were adopted we should find the Government holding
the bag for the older men who are entitled to consideration,
while the industries would take care only of the younger men
who earned every bit of annuity they received. That is the
danger; and in connection with this very remarkable step
forward in taking care of the aged members of the com-
munity, I do not think we ought to risk, even in the slightest
degree, an amendment of this character.

Mr. CLARK. Mr. President, will the Senator yield one
moment more?

Mr. WAGNER. Yes,

Mr. CLARK. A while ago I referred to the plan in effect
in the Socony-Vacuum Co.. which gives to its employees cer-
tain very outstanding advantages above the Government
plan. I am just in receipt of a telegsram from Mr. Guth, of
the Socony-Vacuum Co., which it seems to me answers the
Senator’s argument. He says:

The average age of our company's 42,000 employees in the United
States—

Who receive these benefits, voluntarily given—
is over 40.

Mr. WAGNER. Yes; they have a particularly good record.
There is no doubt about that. There are some companies
which undoubtedly would administer this privilege in a way
that would be of great advantage to the worker. The diffi-
culty is that we cannot make exceptions that would let in [
lot of abuses. The Senator happened to mention one com-
pany which has had an excellent system; but there are many
bad ones. In addition, this bill does not abolish any system.
If any employer desires to give to his employees an advantage
in addition to that which is given under this bill, he is at
liberty to do so. He can supplement our efforts; and let me
say that I am sure that the company whose name the Sena-
tor has just read wili do so—and many other companies will,
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Mr. CLARK. The Senator means to say, if he will permit
me, that a company may have two systems going at the same
time if it desires. In other words, they are not permitted to
have one system which will grant to the employees very dis-
tinct advantages, but they must go to the trouble of having
two separate and distinct systems.

Mr. WAGNER. I have given the reasons why I think the
amendment is dangerous. I am apprehensive of its effect
upon this legislation; and the experts—who, after all, have
given study and thought to this subject for a long while—all
agree that this amendment is devastating to the object of the
legislation.

I do not wish to make a long constitutional argument
upon this question, because apparently I talked to deaf ears
the other day. I tried, in my introductory address in the
Senate, to cover the question and to advance the reasons
why I believe that the measure is constitutional. Of course,
as the Senator from Mississippi has said, all these matters
ultimately will be determined by the United States Supreme
Court, and we can only base our predictions upon what the
Court heretofore has done.

The first question raised by the Senator from Georgia
was whether the legislation embodies a public purpose. I
thought we had reached the stage where we accepted this
as a legal truism; that the prevention of destitution in old
age and taking care of our old people who have spent their
lifetimes in creating the wealth of the country, are cer-
tainly public purposes. We have so recognized by prior
legislative acts. We have made appropriations to take care
of many people, not only the old, but also the young who
are on the point of starvation.

Mr. GEORGE. Mr. President, I am not quarreling with
that.

Mr. WAGNER. I understood that the Senator was.

Mr. GEORGE. Oh, no; I am not. I do not see how the
Senator could have misunderstood my statement.

Mr. WAGNER. The Senator did say, as he will see if he
will look back in the Recorp, that there is a question as to
whether this bill embraces a public purpose.

Mr. GEORGE. Yes.

Mr. WAGNER. And I asked the Senator a question
about some of the State pension laws, which certainly are
based upon the theory of a public purpose.

Mr. GEORGE. It is one thing to care for the aged and
the infirm out of general appropriations. It is one thing
to provide general relief. It is quite g different thing, when
we havé a specific bill which, in my judgment, may be open
to that attack, from saying that Congress has not general
power for that purpose.

Mr. WAGNER. Then there is still a doubt in the Sena-
tor’'s mind as to whether our classification is rational and
not arbitrary. Time and tinre again Congress has made
classifications, and so long as they have been reasonable,
the courts have never interfered. In many States laws
which have been upheld by the courts have provided that
no pension shall be paid until one is 65 years of age. That
discriminates against younger men who, perhaps, would like
t% rctire; but it is a classification which is fair and reason~
able.

I am s 1ire we all agree that one of the fundamental pur-
poses of government is to give security to its people; and I
do not think any greater contribution could be made to
the happiness of our people than to give them security in
old age. So I think that, so far as the question of a public
purpose is concerned, there will not be much dispute.

The second question which the Senator from Georgia has
raised is that the taxing power is here used indirectly to
provide a soclal advantage or a pension for a certain classg
of persons.

It is argued that we cannot use the taxing power for
these other purposes. Unfortunately for the argument, the

-courts say that we can. Long ago, when Congress passed
a law taxing State bank notes, not only the ostensible
reason but the conceded reason for the legislation was to
drive them out of circulation. As a matter of fact, I do not
think a dollar was ever collected under the imposition of
that tax, but it did accomplish the purpose of destroying
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the notes. That act went to the Court, and the argument
was made: “ This measure is really not a taxing measure,
The purpose of it is to drive the notes out of circulation.”®
The Court said: “ It is a proper exercise of the taxing power
of Congress, and if it serves some other purpose, that does
not affect its constitutionality.”

The same thing is true of the Narcotic Act. That act
was passed not so very long ago, in the form of a tax
measure, but other purposes were tied in with it, among
them a health purpose. The act was attacked upon the
ground that the tax was a mere pretext. The Court de-
clined to consider that objection, and said:

An act may not be declared unconstitutional because its effect
may be to accomplish another purpose as well as the raising of
revenue,

Then there is the oleomargarine case. And while the
question has not yet been passed upon by the Supreme Court,
the circuit courts of appeals have upheld the processing tax,
although the act embodying it concededly has objectives
other than the levying of a tax.

The final question which the Senator from Georgia has
raised is that we are only calling upon a certain class of our
citizens to pay the. tax, which goes into the Federal Treasury,
and in time will be used in part to finance the payment of
pensions.

I think that is a fair classification. I think it can be justi-
fled easily, because the employer gets a special benefit from
the pension law. Of course, the public generally is bene-
fited by the prevention of destitution; but specifically the
employer is benefited, because it is now a recognized fact
that more security to the worker improves his efficiency.

In New York State we had experience along that line after
the workmen's compensation law was enacted. A survey was
made 3 or 4 years later; and it was shown that, excluding the
question of new labor-saving machinery, the productivity per
worker actually increased, although at the same time hours
were shortened. As I have said, experience has very defl-
nitely shown, and I do not think anyone will contradict me
on this, that in affording the employee better conditions of
life, better sanitary conditions, and security in old age, the
employer makes a happy and contented worker and thus
increases his productivity. Therefore, it seems to me that
the classification is perfectly fair, since employers will get
benefits greater than the benefits which the common run of
citizens will receive.

I think these are the questions which the Senator raised.
I know the Senator did not contend that the proposed act
would be unconstitutional; he merely indicated his grave
doubts about it. On the contrary, I feel very confident that
the proposed legislation will run the gantlet of the courts;
and of course it has the approval of the overwhelming senti-
ment of the country.

Mr. TYDINGS. Mr. President, I do not wish to say any-
thing about the merits of the bill or to discuss its con-
stitutionality, but I rise to support the amendment offered
by the Senator from Missourf [Mr. CLARK]. About 2 weeks
ago I offered a similar amendment, which the committee
considered. I am advised by the members of the committee
that they were very sympathetic to the exemption containeg
in the amendment of the Senator from Missouri, as well as
the amendment proposed by me.

Mr. CLARK. Mr. President, will the Senator yield?

Mr. TYDINGS. I yield.

Mr. CLARK. I stated a while ago, during the absence of
the Senator, that my amendment was lost only on a tis
vote when there was a very slim attendance of the com-
mittee, when a quorum of the committee was not actually
pres¢ent; in other words, lost on a vote of 56 to 6 In the
committee. There were a great many more experts present
than members of the committee.

Mr. TYDINGS. I understand those who voted against
the amendment voted in that way because they thought
that with the exemption in the bill it would make the bill
unconstitutional.

I wish to speak primarily of the merits of the amendment
offered by the Senator from Missourl. Long before this
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matter was agitated by the States or by the National Gov-
ernment, some forward-looking concerns, having the in-
terests of the workingman at heart, and realizing that a
contented worker was a good investment, set up insurance
plans, particularly old-age and retirement plans,

In my State there are any number of such plans which
are working efficiently. The United Railways, in Baltimore
City, having about 4,000 employees, has such a system, and
I have learned from the lips of the employees themselves
that it works splendidly, and they would prefer, at least for
the present, to have the company insurance feature retained,
rather than to have a Federal law enacted. Probably later
on if the national law turns out as its authors think it will,
they may want to abandon their own scheme and come in
under the national scheme, but for the time being they have
confildence in the insurance plan set up by the United Rail-
ways of Baltimore. There are a number of other plants,
employing thousands of people, which have similar old-age-
retirement set-ups to take care of those who would be taken
care of by the Federal Government under the proposed law.

As a matter of policy, is it wise to wipe out in one fell
swoop these successful insurance set-ups, and substitute one
that is only on trial, to say the least? Would it not be
better to exempt them for the time being, and then, if we
find the Government plan to be a success, as everyone hopes
it will be, to legislate again later on? That is what the
employees in the concerns themselves want, and I can see no
harm, certainly at this juncture, in making an exemption in
this case, so that where there is contentment, and where
the employee finds that he is protected against the vicissi-
tudes of old age to his own satisfaction, that scheme may
be kept in existence until the proposed plan can demon-
strate its good fruits.

Mr. President, that is basically what the amendment of
the Senator from Missouri would do. It would not change
the philosophy of the bill. It provides only that where,
after a review, it is felt that the agency in the private sys-
tem is comparable with the set-up proposed on the part of
the Federal Government, it shall receive a certificate of ex-
emption from the provisions of the proposed act. What
harm could be doni? As I understand, the agency certified
must be as good as the agency proposed to be set up by the
Federal Government in order to get the exemption certifi-
cate. It may be better.

Some of these annuity systems have been built up for 25
or 30 years. Fortunately, where physical examination is
an incident to employment, and where there is little drain
on the fund, the amount of money built up in reserve far
exceeds that which would be built up in the ordinary run
of labor employment. Therefore, what earthly harm can
there be, until the proposed act shall have been tried out,
in letting the concerns to which I have referred, which are
already doing what the Federal Government would do, re-
tain their own systems, until the Federal system shall have
been promulgated and placed in full operation?

If it turns out that private systems of any business organi-
zations are falling below the standard which the Govern-
ment wants established, we can legislate at a later date and
say, “ You are not doing as well as the Federal Government
is requiring other concerns to do, and therefore we will have
to legislate you out of business.”

Certainly at this juncture, when the plans referred to are
the only voluntary old-age-insurance schemes in existence;
and since they are satisfactory to both  employer and em-
ployee, it seems to me that the weight of logic is that for
the present we should make an exemption; and if subsequent
events prove it to be urwise we can correct it.

Let us consider the other alternative. Suppose we do not
allow this exemption; suppose we wipe out all these bene-
fits; all these annuity funds which have been created; and
we find that our scheme is not working as well as the private
schemes are working at this moment; that for some unex-
pected.reason the lack of taxes, a new depression, or for any
other reason the Federal scheme becomes impracticable.
We would have wiped ou¢ all the insurance systems in the
meantime, and we could not go back then and reestablish
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them. Their reserves would have been liquidated, and con-
cerns would have been disorganized, insofar as the insurance
features were concerned, and we would have many people,
perhaps, on the relief rolls, whereas if we had made this
exemption the companies themselves could have taken charge
of them,

I do not believe the Federal Government ought to dis-
courage legitimate business in trying to cooperate with labor
for the best interests of labor in providing a retirement fund
when the laborer shall have reached the age of 65 years and
has rendered efficient service.

Mr. CONNALLY. Mr. President, will the Senator yleld?

Mr. TYDINGS. I yleld.

Mr. CONNALLY. Would not the argument of the Sena-
tor be met, however, by limiting this amendment to systems
already in existence? The amendment of the Senator from
Missouri invites the establishment of new systems for the
purpose of avoiding the requirements of the Federal plan.

Mr. TYDINGS. I personally should like to see the ex-
emption as the Senator from Missouri has it in his amend-
ment; but I should be satisfled, I may say to the Senator
from Texas, if the amendment were restricted to apply only
to concerns now having such systems in existence.

Mr. CONNALLY. After the establishment of the Pederal
system there is no reason why everybody should not come in,
except for the temptation to devise a system by which
employers might think they could save money.

Mr. TYDINGS. If the Senator from Missouri were to re-
strict his amendment, I should not object to it at all. My
concern at this time is bottomed primarily on the fact that
where these agencies are already in existence, and they are
doing as good a job as the Federal Government expects to
do, or in some cases a better job, and it is desired that they
remain in existence until the Federal law can be promulgated
and proven, they are well within their rights in saying, “ We
did this 25 or 30 years before the proposal ever came to
Congress; our plan is a success; it is as good as the plan
which the Federal Government itself intends to set up, or
better, and we ask only that for the time being we be given
an exemption.”

What rarm can be done by giving such an exemption?
The private agency must be doing as good a job as the Gov-
ernment expects to do in order to get its exemption certifi-
cate. If the private system were inferior to that which the
Federal Government would set up, it would be a different
proposition; but where they are already carrying out not
only the intent but the substance of the law, and have been
doing so for 25 or 30 years, and when we have been urging
employers to do this very thing, it strikes me it would be
discouraging to industry and to employees alike to have that
effort wiped out in one fell swoop.

Mr. CLARK. Mr. President, will the Senator yield?

Mr, TYDINGS. I yield.:

Mr. CLARK. I should like to invite the attention of the
Senator from Maryland, and the Senate, to the fact that
the Federal Government itself is exempted under the pro-
visions of this bill. It is the largest employer in the coun-
try, and it is exempted. I should blush, I am sure every
Member of the Senate would blush, if he thought the Fed-
eral Government was requiring from industry or from other
employers advantages which it was not willing to grant to its
own employees. The Federal Government is exempting itself
under the operations of this bill for the reason that we
have already in effect a better retirement and annuity plan
than is provided in this bill for general labor.

Certain religious bodies, 